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Disclaimer

This financial report contains forwatdokingstatementsabout financial and operational matters. Because they relate to
future events and are subject to future circumstances, these forvi@olfing statements are subject to risks, uncertainties
and other factors. As a result, actual financial results, opamatiperformance and other future developments could differ
materially from those envisaged by the forwdmbking statements.

SSE plc gives no express or implied warranty as to the impartiality, accuracy, completeness or correctness of the
information, opnions or statements expressed herein. Neither SSE plc nor its affiliates assume liability of any kind for any
damage or loss arising from any use of this document or its contents.

This document does not constitute an offer or invitation to underwritdyssibe for, or otherwise acquire or dispose of
any SSE shares or other securities and the information contained herein cannot be relied upon as a guide to future
performance.

Definitions
These financial results for trex months to 30 Septemb@018 arereported under IFRS, as adopted by the EU.

In order to present the financial results and performance of the Group in a consistent and meaningful way, SSE applies a
number of adjusted accounting measures throughout this financial repidrese adjusted mesarres are used for internal
management reporting purposes and are believed to present the underlying performance of the Group in the most useful
manner for ordinary shareholders and other stakeholders.

The definitions SSE uses for adjusted measures aastently applied and are explained in the Alternative Performance
Measures section before tleummary Financi@tatements.

In preparing this financial report SSE has been mindful of the commentary issued in May 2016 by the Financial Reporting
Councilot he European Securities and Markets Aut hoSSEwily' s Gui del
monitor developing practice in the use of Alternative Performance Measures and will continue to prioritise this, ensuring

the financial information irits results statements is clear, consistent and relevant to the users of those statements.

Important note: planned SSE Energy Services transaction

On 8 November 2017, the Board of Directors of SSE plc annoiif@etlentered into an agreement withnogySE in

respect of a proposedemergerof SSE’' s household energy and services bu
Services) and immediatmmbinationof that business witlhnnogySE’' s subsi di ary npower -to f
based group to be held by SSE shareholders (following the demerger) and (following the combination) with minority
shareholding participation byynnogySE (65.6% and 34.4% respectivelgllowing the combination, the new independent
business will be separateligted on the London Stock Exchand&SE shareholders will retain their existing SSE shares and
will also hold one share in the newligted business for every existing SSE plc share they hold at the demerger record date.

sine
orm

In this financiateport, thisdemergerof SSE Energy Servicssmbinationwith npower andistingon the London Stock

Exchange i stheglansed BSElEredyy Sesvices transdctidn 8 May 2018, the Competition and Markets

Authority referred the proposed combination of SSE Eneegyi&s and npower forasopal | ed ‘ Phase 2’ i nves
group of independent panel membelSSE shareholders approved resolutions relatintpe transaction at a General

Meeting on 19 July 2018. h e  ClibArepertwas published on 10 Octob2018andconfirmed thatthe planned SSE

Energy Services transactidoes not raise any competition concerns

At 30 September 2018 SE has assessed that it is highly probablyS8&t Energy Servieell be disposednd has

presented the assets and lidiies of that business aseld fordisposakndthe business activity adiscontinued(see note

4.2. () of the Condensed Interim Statement$Je | d f otag d i prposeardt ed t hr onageoehehldrs st at
f or 'osftad led f or 'adsi sdterfii bnuetterefone, the Fegulls 06SSE Energy Services have been excluded from

the profit and loss metricAs the Group continues to fund SSE Energy Services, and will do so until camgdfiétie

transaction, the capital expenditure and debt related metrics presented include the activity of that business.

LYLI OO 2F (GKS wSidilFAf RSYSNHSNI 2y (GKS DNRdzLIQa !t aa

The following metrics have been adjusted in all periods presented¢tude the conibution of SSEnergy Servicesvhich
has been presented as a discontinued operation as at 30 September 2018:

1 AdjustedEBITDA;

1 Adjusted operating profit:

1  Adjusted profit before tax;

1  Adjusted current tax charge; and
1 Adjusted earnings per share.

‘Adjustednet debt and hybrid capitgland‘investment and capital expenditurbave not been adjusted as the Group
continues to fundSSE Energy Servicagd will continue to do so until the date of dispos®EE Energy Services has no
external debt and kintercompany funding to the disposal group continues to eliminate on consolidation, therefore no
adjust ments ar e r'‘adysted neefilande gosthehsere Gr oup’' s
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SSE plc
|l nt ereasul t ssfar momé hs to 301&ept emb

14 November2018

This report sets out thenterim results for SSE plc for six months to 30 September ,20high are
ahead of the expectations set outtime Trading Statement and Notification of Close Period
Statement issued on 12 and 25 SeptemBb@t8 respectively.

Headline results (excluding SSE EqeServices)
Excluding SSE Energy Seryisbéch isheld for disposal
1 adjustedearnings per sharis 19.6 pence (downB%b)
1 adjustedprofit before taxis £2464m (down 409%)
1 reportedloss pershareis 22.6 pence;and
1 reported losshefore taxis £265.3m.

SSE has also today annountkdinterim dividend per sharéor 2018/190f is 29.3 pencean
increase 08.2%.

SSE is today announcing that it will consolidate the development, operationvamership of all of
its renewable energy assdtsthe UK and Irelandnder a single entity called SSE Renewables.

Revenueg adoption of IFRS15

As a consequence of adoption of IFRS 15 on 1 April 2018, optimisation trading revenue and costs of

sales, which ere previously presented gross, are now presented within cost of sales on a net basis.

This has reduced revenue and cost of sales by £7.9bn in the six months ended 30 September 2018,
with no i mpact on gross profit or the Group’'s ca

Outlook

Dividend

SSE continues to intend to recommend aYelar dividend of 97.5 pence per share #18/19and
to deliver the fiveyear dividend plan set out in May 2018.

Adjusted operating profit(excluding SSE Energy Services)

The outlook foIS S ENetworks and Wholesale businesgesthe financial year to 31 March 2019 is
in line with that set out in its Trading Statement:

1 Adjusted operating profit for th&letworksbusinesses is expected to increase by a-smgle
digit percentage; and

1 Performanceof Wholesalebusinesses will continue to be dependent on the range of factors
set out at the start of the financial year; Energy Portfolio Managen(RM) however,is
now expected to incur alightly lower than previously forecaatljusted operating lasfor
2018/19 at around£300m as a result of action taken since September

Adjusted earnings per share (excluding SSE Energy Services)

Excluding the results for SSE Energy Services, which is now hikptmal SSEuUrrently expectsto
deliver adjuste earnings per share in the range#dp to 75pfor 2018/19 as a wholavhich
comparedo 98.3 on a like for like basis ftine year ended 31 March 2018

The forecasadjustedEPS numbegxcludes two gains on sale: £74.2acognisedrom the sale in
May 2018 of a further 14.9% stake in Clyde Wind fafniurther£53mis expected to baeceived as
a distributionfrom the Environmental Capital Fund (in which SSE has a 48% asake@sult of its
saleof the independent gas transportation netwohkdigo Ppelinesin November 2013
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SSE Energy Services

SSE currently expects that iteuseholdEnergy Supply Business (part of SSE Energy Services) will
report an adjusted operating profit margin of between 2% and 3% for the year ended 31 March 2019
compared to 8% in the year ended 31 March 2018, reflecting competitive pressures and the
anticipated impact of the Default Tariff Cap from 1 January 20A&rginsare expected tobe lower

stillin 2019/2Q

Fol |I owi nfmal d€isipesm the Default Tariff Capnod Novemberand the end of the period
forappealson he CMA’' s approval odn7NolkeanbepSSE androgy@E t r ansac
made an announcement regarding discussions on revised commercial terms and the potential

implications of these discussioft the likelihood and timetable for completing the proposed

combination of SSE Energy Services and npowerAggreviously stated, these discussions are

expected to take place over several weeks and an update on their progress will be pravisieohn

as possible, and certainby midDecember.

SSE does not intend to provide further comment on the discussionssuntilarupdate, but

creating a new independent energy supplier remaiagbjective Thereis now some uncertainty as
to whetherthis transactiorcanbe completed as originally contemplatecheverthelessthe Board
believes that the best future for SSE Energy Services, including its customers and emypidlyees,
continue to lieoutside the SSE group

Capital and investmenéxpenditure

SSE’s capital and investment expenditure for 201
Around two thirds of this relates to economicatlygulated networks and renewable energy.

Material progress has been made at key projects suchesew CaithnesMoray transmission link,

the Stronelairg onshore wind farm and the Beatrice offshore wind favmchall continue to be on

schedulefor completion as planned

Forecast EPM impact in 2019/2(hd new approach to hedging

Looking ahead hte financialimpact of the energyortfolio situationset out in the Trading Statement
on 12 September 2018 expected to extend int@019/20. Following action taken since September,
SSEurrentlyexpects EPM to reportraadjusted operatindpssof around £115m in 2019/20with a
potential variationaround this of+/-£25m. ThereafterEPM is expected tearn a small profit through
service provision

SSE has today published on sse.com a document setting out its new approacimtanigement of

its energy portblio, t he objective of whi volatlityinenargy r educe SS
commodities and smake their impact on shorteierm earnings more visible and predictabl8SE

expects to transition tahis hedgingapproachover the period to 31 March 2@R

Focus on core businesses

The evolution of the SSE group of businessesntinuing SSE is today setting out how it is taking
forward its plans to focus on its core businesses of economieilylated networks and renewables,
complemented by flexile thermal generation rad business energy saled his focus i line with its
vision of being a leading energy company in a low carbon world. This includes:

9 Setting out options for securing value including planned disposals of stakes in two onshore
wind farms; and through partial or fudisposal of itsnvestment in Gas ProductiorOptions
for use of any proceedsom disposalsnclude debt management, retuning value to
shareholders through share buy backs and/or creating value through investment. &8E is a
engaging wittpartnersto helpits Telecom$usinesgieliver value for customers and
shareholders.

1 Confirming its investment pipeline in Electricitaiismission, its focus on leadership in
innovation in Electricity Distribution and its commitment to targeting frontier performance in
the RIIO 2 price control.

2



1 Announcing plans to consolidate the development, operation and ownership of all of its
renewabk energy assets under a single entalledSSE Renewablesith its own
experienced management team focused entirelydativering a strategy to createng-term
valuefrom and future opportunitiesn renewable energy; and

These plans support the evolati of the SSE group to be clearly focused ondavbon
infrastructure, providing high earnings visibility and positioned to create value for shareholders and
society through the low carbon transition.

Richard Gillingwater, Chairman of SSE, said:

“Althoughour haltyear results are slightly ahead of the pasit we set out in September, they fall
well short of what we hoped to achieve at the start of the ye#his is disappointirgnd regrettable
but important changes are now being made to the way SStages its exposure to energy
commodities.

“The commercial terms of the proposed combination of SSE Energy Services and npower are the
subject of ongoing discussior@)dcreating a new independent energy supplier remains our
objective. The Boardelieves that the best future for SSE Energy Setryiicelsiding its customers

and employeedjes outside the SSE group.

“Lookingahead we are taking forward the strategy we set out in May to position SSE as a leading
energy company in a low carbon wabrlwith a focus on regulated networks and renewables,
complemented by flexible thermal generation and business energy sslaterial progress is being
achieved in these businesses, which make up most of the value in SSE.

“The 29.3 pence interim divideridat we have announced today is the first step in delivering our
five-year dividend plan and paves the way for the 97.5 pence/éat dividend that we expect to
recommend in May.

“This is a company with clear strategy for its core businesses aighly valuable assets in a sector
that’'s yielding investment opportunities that
environmental focus on decarbonisation, and it isthat will support the delivery of our dividend

plan in the years to come”
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At 30 September 2018 SSE Energy Services is helidgosalnd has been accounted for as a
discontinued operation. Therefore, the results of SSE Energy Services have begedexola the

profit and loss metrics in the tables below. However, as the Group continues to fund SSE Energy
Services, and will do so until completion of the transaction, the capital expenditure and debt related
metrics presented below include the activity that business. Details of SSE Energy Services
performance can be founith the Group Financial Overview

Key Financial Indicators % change Se Sep 18 Sep 17 Sep 16
17to 18
Adjusted operating profif(loss) £m £m £m
Wholesale -98.6% 2.3 159.9 121.0
Networks +6.9% 379.7 355.1 455.9
Retail(B2B, Airtricity & Enterprise) -13.0% 67.3 77.4 96.3
Corporate unallocated (1.0 0.9 (0.2)
Total adjusted operating profif(loss) -24.4% 448.3 593.3 673.0
Adjusted profit before tax -40.9% 2464 416.7 511.6
Adjusted earnings per share (ER&#nce -39.9% 19.6 32.6 37.3
Interim dividend per share (DP@)nce +3.2% 293 28.4 27.4
Investment and capital expenditufadjusted& +0.5% 7834 779.5 782.4
reported) £m
Adjusted net debt anthybrid capitalEm +7.0% 9,8927 9,2458 8,995.4
Reported operating profit /(loss) £m £m £m
Wholesale -39%% (497.4) 169.1 325.6
Networks +7. 7% 332.9 309.1 409.7
Retail -13.0% 67.3 774 96.3
Corporate unallocated (68.1) 0.9 (0.2)
Totalreported operating profitf(loss) -130% (165.3 5565 83L.4
Reported profit(loss) before tax -165% (265.3 409.3 710.8
Reported/basic earninggloss) per share (EPS) -173% (22.6) 308 63.5
pence
Unadjusted net debEm +28.2% 9,410.3 7,3383 7,164.8
Key Performance Indicators % change Sep 1] Sep 18 Sep 17 Sep 16
to 18
Total Renewable Generation (inc pumped storag -5.2% 3,313 3,496 3,149
—-GWh
Total Thermal GeneratiorRGWh -0.7% 10,587 10,660 8,069
Total Generatiorg all plant¢ GWh -1.8% 13,900 14,156 11,218
Electricity Transmission RAEm +12.1% 3,259 2,907 2,522
Electricity Distribution RAVEM +4.6% 3,511 3,355 3,209
Gas Distribution RAVEmM +4.5% 1,870 1,790 2,555
SSE Total RAAEm +7.3% 8,640 8,052 8,286
# Follows sale by SSE of 16.7% stake in SGN in Octobi
2016.
Business Energy Electricity So@Wh -1.2% 9,610 9,729 10,769
Business Energy Gas Selahtherms +4.2% 91.9 88.2 101.0
All Ireland energy market accountsmn -3.% 0.74 0.77 0.79

Note: The definitions SSE uses for adjusted measures are consistently applied and are explained in the Alternative
Performance Measures section of this document, befor€thelensed InteriBtatements



Further Information

Investor Timetable

Interim ex-dividend date 17 January 2019
Record Date 18 January 2019
Final date for receipt of Scrip Elections 14 February 2019
Interim dividend payment date 15 March 2019

Q3 Trading Statement By 31 January 2019
Notification of Close Period By 31 Marct2019
Preliminary Results for the year ended 31 March 2019 22 May 2019

AGM (Perth) and Q1 Trading Statement 18 July 2019

Contact Details

Investors and Analysts ir@sse.com + 44 (0)345 0760 530
Media media@sse.com + 44 (0)345 0760 530

Webcast facility

SSE will present its interim results for the six months ende8eg®mber 2018 on Wednesday 14
November You can join the webcast by visiting/w.sse.cormand following the links on either the
homepage or investor pages; or directly usinips://edge.mediaserver.com/m6/p/qzgnmxz8 Ths
will also be available as a teleconference, details belBath facilities will be available to replay.

Confirmation: 6866795

Location Phone Type Phone Number
United Kingdom TolHree/Freephone 0800 279 7204
United Kingdom, Local Local +44 (0)330 336 9411
United States, Brooklyn Local +1 929477-0448
United States/Canada TolHree/Freephone 888-254-3590

Online information

News releases and announcements are made avail ab
also follow the latest news from SSBEaatw.twitter.com/sse


mailto:ir@sse.com
mailto:media@sse.com
https://edge.media-server.com/m6/p/qzgnmxz8
http://www.twitter.com/sse

Strategic Overview

Putting safety first

The safety of the people who wor k oncombimddal f of
TotalRecordable Injury Rate for employees and employees of other companies working on SSE sites
was0.20 per 100,000 hours worked in thevelve monthsto 30 September 201&ompared to 0.19

for the same period the previous yeaWhile this iaup slightly compared to last Septemb&SE has

and continues tgursuean ultimate goabf injury-free working, supported by a simglieence for

everyone workingonitsbehalf ¥ A G Qa y20 .al ¥FSX 6S R2y Qi R2 Al

Focusing on the core and giving visibility on value

We are taking forward the strategy we set out in May to position SSE asiageatkrgy company in

a low carbon world, with a focus on regulated networks and renewables, complemented by flexible
thermal generation and business energy sales. These businesses, which make up the large majority
of the SSE group, are performing well.

At the same time, we have been taking active steps to deal with the issues set out in the Trading
Statement in September and working to deliver the planned SSE Energy Services transaction.

Delivering change in managing commaodity price exposures

SSE islearly verydisappointed that its adjusted operating profit for the six months to 30 September
2018 issignificantly lower than isoughtto achieve at the start of the yeafFhismainlyfollowsthe
impact ofdecisions intended to mitigate commodity pricekito SSE's businesses through
management of its energy portfolidSince September, significant action has been taken to limit
future exposures in this financial year and into the ndrtaddition and also in line with the

transition to a business fosed on regulated networks and renewable enel§8E is todagetting

out how itsapproach tomanagement of commodity price exposungil evolve to meethe needs of

a changing SSE group of businesses

Working to create a new, independent energy supplier

A year on from the demerger announceme88E continues tbelieve that creating a new,
independent energy supplier has the potential to deliver real benefits for customers and the market
as a whole, and that remains the objectivEhe best future for SSEergy Services, including its
customers and employees, lies outside the SSE group.

Preparing for the combination of SSE Energy Services and npower and listing of the new company is a
complexprocess Itisrequired to beundertaken in line with the rukeand obligations governing

such mattersincluding information sharin@nd in line with the fet that the two companies

continue to compete.The Default Tariff cap, including the methodology and input data underpinning

it, and the process for future aatments, issimilarly complex, with thénal decisions only being
announcedon 6November. The peri od for appeals to the CMA’
transaction did not conclude unfliNovember.On 8 November it was concluded tHatther

discussions were required on revised commercial terms, with potential implications of these
discussions for the likelihood and timetable for completing the proposed combination of SSE Energy
Services and npower Ltd.

In now assessing potential changes teetbommercial terms of the proposed SSE Energy
Services/npower combination, the interest of customers, employees and shareholders will be
paramount. There is now some uncertainty as to whetlleis transactiorcan be completed, as
originally contemplategbut we continue to believe the best future for SSE Energy Services lies
outside the SSE groujn the meantime, the skilled and committed SSE Energy Services team
continues to be focused on providing a high standard of service to customers.
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Taking forwarda new business model

Thefuture SSE will have a clear vision to be a leading provider of energy ircatban world. It will

also have a clear strategy focused on creating value for shareholders and society from developing,
owning and operating energwfrastructure and services in a sustainable way. Ultimately, the

financi al objective of this strategy wil!/ be to
payment of dividends.

SSHs today setting ouhow it istaking forwardits business model toealise the opportunities
presented by a changing energy system through the delivery of three things:

1 Focus on SS&core, lowcarbon businessesf economicallyregulated networks and
renewables complemented by flexible thermal generation and busiressrgy sales

Greater visibility of SSE's assets and earnings for invesiuds

Stronger platforms for success for SSE's businesses, supporting financial and strategic
partnering

In a complex operating environment, SSE believes there are significantwpes for itsevolving
business model to create value from the letegm trends of decarbonisation, electrification and
infrastructureset out in its Business Update in May 20IBis emphasis on focimg on core
businesseand givingvisibility of asgts and earnings the best means afiving businesses the right
platforms for succestr the benefit of shareholders and for society as a whole.

Focusing orour core businesses

The focus of thevolving businessodel is cleareconomicallyregulatednetworks and renewables
complemented by flexible thermal generation and business energy.sales

SSE'setworks businessebave historically underpinned dividend growth and their rolemabling
the transition to a low carbon economas well agransporting energy more flexibly and locally in
the future, will be significant. TheTransmission business is now close to completing the new
Caithnesgvioray linkthat will enable deployment of more renewable ene@gsetsand the
Distribution businesssiseeking to build on its leadership position in the preparations for the
DNO/DS@ransition. We arepreparing for, andargeting frontier performancén the RIIO 2 price
controls;and weremain on course to have a net total RAV of £10bn by 2023

At thesame time S S Eenesvableenergyportfolio across the UK and Irelafiés grown

substantially over thgpast decadeand the recent progress of the major wind farms onshore at
Stronelairg and offshore at Beatrice has been excellgvie see strong future growth prospects for
renewable energy in the UK, Ireland and beyond given reduced technology costs, the strong need for
decarbonisation and public policy designed to achiev®\é will consolidate the development,

operation and owneship ofour renewable energy assetinder a single, whollpwnedentity, SSE
Renewables The business will have arperiencednanagement team focused entirely @an

strategy to creatdongterm value realising opportunities in offshore wind, reinvigorggioptions in
onshore wind, delivering efficient investment and considering future partnerships

Other businesses ammplementary to the clean infrastructure core provided by networks and
renewablesFlexible hermal generatiorwill play a critical rolén the transition to a low carbon
economy and decarbonised electricity systeBusiness Energy is an important route to market for
electricitygenerationoutput.

Building the right platforns for success foall businesses

Looking at the rest of the SSE group, the priority is to give each business the best platform for
success.The recentgasdiscoveryby Totalon the Glendronach prospeat) which SSE has a 20%
stake,was welcome newdut Gas Production for SSE is an staent, not a business in which SSE is
required to develop or operate. Ultimately, it is not consistent with our focus on assets that
contribute to the decarbonisation of the energy systsat out in the Business Update in May 2018
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This means it is arxample of a nofcoreactivity with different routes available for securing value,
and we would expect disposal to be the most likely optiodue course

SSE’s Telecoms business has continued etnterexpand
into new partnerships We believe partnerships will help deliver future value for customers and
shareholders

Visibility on value and remunerating shareholders' investment

The evolution of the SSE group of businessesntinuing in line with the focus on low carbon
businesses. This evolution will be accompanied by a clear commitment to setting out the right
operationaland financial performance indicators on a businbgdusiness basis. This greater
visibility of assets shodltherefore also support greater visibility of earnings.

Thi s, i n tur n, cosimenttda dvidemgtimatr rémurRiQtEs’ sisareholders over

the longterm, whichr e mai ns as solid as ever. SSE’s primary
delively of a fullyear dividend of 97.9ence per share, and its commitmentdeliveringthe clearly

defined fiveyear plan for the dividendemains strong

Engaging with politicians and regulators

SSE is a publiisted company working in the public inteteSince energy is an essential service,

highly regulated, an&eyto realisinggovernment social, economic and environmental objectives, it

is understandably highly politicised. As a responsible company SSE embraces this challenge and has a
strongcommitment to effective engagement with politicians and regulators.

SSE believes in creating value for all of its stakeholders as demonstrated by its commitment to the
Fair Tax Mark, theeal Living Wage and its efforts in building strong indigenous supply chains in the
countries in which it operates. It combines this with a clear, transparent and fattieatated

approach to political and regulatory advocacy.

This approach extends to engagent on Brexit. SSE is less exposed to the impact of the UK leaving

the EU than companies with more international operationsanal r e * j ussiply ¢hains,tbit me ’

it has significant investment in both the UK and Ireland energy markets and theretonar$aa clear

and stable transitional policy environmerr e par ati ons are being made wi
businesses for any ‘no deal’ scenari o.

Elsewhere, a constructive approach has been taken with the UK Goveramgi@fgenover the
confirmation ofCfD auctions and the development of policy regarding RIIO2 and the road to more
active network management. This approach extends to challenges stich lagbourp a r pojicy s
on state control of electricity networkandOf g e m’ s d eompetitieninttransnassian. SSE
disagrees with the position taken by advocates of these changes but is committed tpreppactful
and honest engagement around meeting shared objectives.

Governance Update

Foll owing today’' s announ caaebeithtas sonbiExéchtiee Daggtproi nt me n
with effect from 1 January 2019, the Board will comprise the Chairman, siExecutive Directors

and three Executive DirectarsThree of the Directors will be women and seven will be mien.

accordance witlihe 208 UK Corporate Governance Code, which applies to SSE from 1 April 2019,

SSE has appointed Sue Bruce as the designate&xecutive Director for employee engagement

with immediate effect.

Creating sustainable value for shareholders and society

Theoperating environment for energy companies is likely to remain complex and challerg8tg is
taking decisive action to deal with all of the key issues and making material progress in its core
businesses of regulated energy networks and renewables.a3$wts in these businessare of a
high quality and are growing. Looking ahe&8E believes it has the strategic priorities, assets,



opportunities and focus to create sustainable value for shareholders and society in the years ahead
including deliveryf its fiveyear dividend plan

Alistair PhillipsDavies

Chief Executive



Group Financial Overview

The following tables provide a summary of Group Financial Performance. The definitions SSE uses for

adjusted measures are consistently applied and aqda@ned in the Alternative Performance

Measures section of this document, before the Summary Financial Statements.

SSE Energy Services has been presented as a discontinued operate8umthary Financial
Statenrents, and therefore has been excluded framofit and loss based meases in the tables
below in the current and comparative periods. As the Group continues to fund the business, the
assets and liabilities held fdisposahave been included in adjusted capex and adjusted net debt

measures.
KeyAdjustedFinancial Metrics Sep 18 Sepl7 Sepl6
£m £m £m
Adjusted Operating Profit 448.3 593.3 673.0
Adjusted Net Finance Costs (2019) (176.6) (161.4)
Adjusted Profit before Tax 2464 416.7 511.6
Adjusted Current Tasharge (0.6) (31.5) (62.1)
Adjusted Profit after Tax 245.8 385.2 449.5
Lesshybrid equity coupon payments (46.6) (57.4) (73.9)
Adjusted Profit After Tax attributable to 1992 327.8 375.6
ordinary shareholders
Adjusted EP& pence 19.6 326 37.3
Number of shares fdpasi¢reported and 1,015.7 1,0053 1,008.0
adjusted EPS (million)
Shares in issue 80 Septembe(m) 1,026.5 1,022.5 1,017.0
KeyReportedFinancial Metrics Sep 18 Sep 17 Sep 16
£m £m £m
Reported Operating Profi{Loss) (165.3) 556.5 831.4
ReportedNet Finance Costs (100.0 (147.2) (120.6)
Reported Profit/(Loss)before Tax (265.3 409.3 710.8
Reported Taxredit/ (charge) 82.1 (41.8 (71.1)
Reported Profif(Loss)after Taxon continuing (183.2 367.5 639.7
operations
ReportedProfit/(Loss)for the period on (61.2) (20.3) (30.5)
discontinuedoperations
Reported Profif(Loss)after Tax (244.4 357.2 609.2
Lesshybrid equity coupon payments (46.6) (57.4) (73.9)
Reported Profit(Loss)After Tax attributable to (291.0 29938 535.3
ordinary shareholders
Reportedearnings /(loss) per shargpence (28.6) 298 53.1
,After distributions to hybrid capital holders
Dividend per Share Sepl8 Mar 18 Mar 17
Interim Dividend pence 29.3 28.4 27.4
Final Dividend pence 66.3 63.9
Full YeaDividend pence 94.7 91.3
Increase % 3.7% 2.1%
Di vidend Cover ti mes 1.28 x 1.38x
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AdjustedOperating Profit(Loss)by Segment Sepl8 Sepl7 Sepl6
£m £m £m
Generation 72.6 151.4 120.1
EPM (85.9) 9.3 3.1
Gas Production 19.3 4.5 2.1
Gas Storage (3.7) (5.3 4.3
Wholesale 2.3 159.9 121.0
ElectricityTransmission 127.4 97.9 135.6
ElectricityDistribution 166.9 176.0 181.0
SGN 85.4 81.2 139.3
(SSE's 50% share reducing to
Networks 379.7 355.1 455.9
Business Energy 41.6 425 63.3
Alirtricity 12.0 226 26.8
Enterprise 13.7 123 6.2
Retailremaining as part of SSE 67.3 77.4 96.3
Corporate Unallocated (1.0 0.9 (0.2)
Total Adjusted Operating Profit 448.3 593.3 673.0
Held fordisposal
SSE Energy Serviegmergy Supply (68.7) (17.8) (43.0)
SSE Energy Serviedmergy related services 6.6 10.7 7.2
Total SSE Energy Services subject tardager (62.1) (7.2) (35.8)
Reported Operating Profit(Losshy Segment Sepl8 Sepl7 Sepl6
£m £m £m
Electricity Generation 138.3 139.2 162.6
EPM (651.3) 30.7 165.2
Gas Production 19.3 4.5 2.1
Gas Storage (3.7 (5.3) (4.3)
Wholesale (497.9 169.1 325.6
ElectricityTransmission 127.4 97.9 135.6
ElectricityDistribution 166.9 176.0 181.0
SGNSSE's 50% share) reduced t 38.6 35.2 93.1
Networks 332.9 309.1 409.7
Business Energy 41.6 42.5 63.3
Airtricity 12.0 22.6 26.8
Enterprise 13.7 123 6.2
Retailremaining as part of SSE 67.3 774 96.3
Corporate Unallocated (68.1) 0.9 (0.2)
Total Reported Operating ProfitLoss) (165.3 556.5 8314
Held fordisposal
SSE Energy ServicEsergy Supply (68.7) (17.8) (43.0)
SSE Energy Serviegmergy related services 6.6 10.7 7.2
Total SSE Energy Services subjeae-merger (62.1) (7.1) (35.8)

A reconciliation of adjusted operating profit by segment to reported operating profit by segment can
be found in Notes (b) to the Condensed InterinStatements.
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Investment and Capex Summary Sepl8 Sepl8 Sepl7 Sepl6
(adjusted)
Share % £m £m £m
Thermal Generation 7.7% 60.1 48.3 62.6
Renewable Generation 31.3% 2449 174.4 125.7
Gas Storage - - 0.5 0.2
Gas Production 1.6% 128 36.0 46.3
Total Wholesale 40.6% 317.8 259.2 234.8
Electricity Transmission 23.6% 185.2 231.4 269.3
Electricity Distribution 20.9% 1635 138.0 111.6
Total Networks 44.5% 3487 369.4 380.9
Business Energy - - - -
Alirtricity 0.1% 0.8 0.2 -
Enterprise 3. 7% 29.0 26.5 23.1
Total RemainingRetailand Enterprise 3.8% 298 26.7 23.1
Other 5.8% 458 54.6 56.8
SSHEnergy 8rvices- Energy Supply 5.1% 39.7 64.3 74.5
SSE Energy Serviedsnergy Related 0.2% 1.6 5.3 12.3
Services
Total investment and capital expenditure 100% 7834 7795 782.4
(adjusted)
Debt metrics Sepl8 Mar 18 Sep 17
£m £m £m
Adjusted net debt and hybrids (Em) (9,8927) (9,221.8) (9,245.9
Average debt maturity (years) 7.3 7.9 8.2
Adjusted interest covefexcluding SGN) times 1.9 5.0 2.9
Adjusted interest covefincluding SGN) times 2.0 4.3 2.8
Average interestate for the periodexcluding 3.52% 3.56% 3.62%
JV/assoc. interesind allhybrid coupon paymenjs
Average cost of debt at period end (includadg 3.79% 3.84% 3.97%
hybrid coupon payments)
Net finance cost®Rkeconciliation Sepl8 Sepl7 Sepl6
£m £m £m
Adjusted net finance costs 2019 176.6 161.4
Add/(less):
Finance lease interest (14.3) (15.4) (16.5)
Notional interest arising on discounted provision (8.8) (8.1) (7.4)
Hybridequity coupon payment 46.6 57.4 73.9
Adjusted finance costs famterest cover 2254 210.5 211.4
calculation
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SSE Principal Sources of debt funding Sep 18 Mar 18 Sep 17
Bonds 51% 49% 45%
Hybriddebt and equitysecurities 22% 23% 32%
European investment bank loans 12% 13% 10%
US private placement 9% 10% 9%
Index-inked debt, long term project finance and 6% 5% 5%
other loans

% of total SSE borrowings secured at a fixed rat 89% 90% 92%
Rating Agency Rating Criteria Date of Issue
Moody's A3Review for Mid-teens% RCF/ Ne 24 September 2018

downgrade Debt

Standard and Poor's A- Negative watch

23% FFO/Net Debt

19 September 2018

/| 2YGNROdzOAY T G2 SYLX 2¢ Sepl8 Sepl7 Sepl6
IAS19 R £m £m £m
Net pension schemasset/ (iabilities) recognised 381.7 163.3 (676.1)
in the balance sheet before deferred tax

Employer cash contributions Scottish Hydro 10.8 15.3 19.7
Electric scheme

Deficit repair contribution included above 5.8 7.0 7.0
Employer cash contributions Southern Electric 338 36.4 40.0
scheme

Deficit repair contributiorincluded above 238 22.9 22.5

On 26 October, the High Court finalised a judgement in the case of Lloyds Banking Group Pensions

Trustees Limited v Lloyds Bank plc. The ruling has potential consequences for the accrued liabilities of
t he

defined benefit pensios c he mes i n

actuaries and legal advisors to assess the likely increase in pension liabilities as a result of the recent

UK

is lIlikely to
defined benefit pension schemes. The judgement concluded that pension schemes should be
amended to equalise pension benefits for men and women in relation to guarantedohuamn

pension benefitsin the second half of the year the Group will engage with scheme trustees,

High Court ruling on guaranteed minimum pensiogmpants. At 30 September no adjustment to the

schemes has been made following this ruling.

Additional information on employee pension schemes can be fouinbte 17 to the Condensed

Interim Statements

Group Financial RevieWY2018/19

ThisSSHEroupf i nanci al review
balance sheet and tax payments.

Adjusted operating profit

Adjusted operating profit§losses) n S SE’

covers

busi

SSE’' s fi

ness

segmen

nanci al

ts duri

September 208 are asfollows, comparisons below are with the same six months inZ20dless

otherwise stated:

WHOLESALBUSINESSES

Total adjusted operating profit ithe Wholesalegroup of businessesas £.3m, compared to
£159.9m Within ths segment movementsere as follovs:

Electricity Generationadjusted operating profit decreasad £72.6m from £151.4npartly due to
lower renewableprofits as aresult oflower output(reflectingweather conditionyandlower
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achevedpower prices In addition, the six months t&eptember 2017 included a £2¢ gain ornthe

sale ofa 5% stake in th€lydewind farm while the£74.2m gain on salen a further 14.9% stake in

Clyde reported itMay 2018 is reported as exceptionaln d er S SE’ sandsstnatincudedpol i cy
in the adjusted operating profit figure. Renewables adjusted operating profit for the six months to

30 September 2018 wa¥6.1m compared to £49.4n in the same period last year.

Energy Portfolio ManagemenEPM recorded an adjusted operating loss @5£9m, which

compares to the forecast adjusted operating loss of around £100m set out in September 2018 and to
an adjusted operating profit of£3m in prior year This wagrimarily due tothe negative impact of
persistently high gas pricemS SE’' s «esitiod.r gy po

Gas Productionadjusted and reported operating profit increased to £ compared to £4.5m,
mainly due to lower depreciation charges.

Gas StorageChallenging market conditions continue aad adjusted and reportedperating loss of
£(3.7m was recorded, compared to an adjusted reportedoperating loss of£(5.3)m.

Reported Wholesale operating profifloss): an operating loss of £6¥.4m is reported compared to
an operating profit of £169.1rm the prior year This is primally as a result of the £(651.3)m
reported operating loss in EPM due IBRS® mark-to-marketremeasuremend of £(565.4m on
operating derivative contracts in addition t¢85.9)m of realised losses on trading activity in the
period.

NETWORKBUSINESSES

Total adjusted operating profifor FY2018/9 in the economicallregulated Networks businesses
segment isstill expectedto increase by a midingle digit percentage, mainly as a result of the
phasing of income recovery in Electricity Transmission andhehiexpected contribution from SGN.

In line with thistotal adjusted operating profiacross theNetworksbusinesse the first six months
was £379.7m, compared to £355.1m in the same period last year. Within, thaginess segment
movementswere as bllows:

Electricity Transmissiaradjusted and reported operating profit increased tb27.4m from £97.9m,
mainly due to increased Transmission Use of System revenue (TNU0S), slightly offset by an increase
in controllable costs.

Electricity Distribution adjusted and reported operating profit was down dt66.9m compared to
£176.0m While revenues have increasgtiese have beemore thanoffset byhigheroperating
costsincluding hijherfault costs elating to weather

Gas DistributonSSE’ s SGMTre® @&@dj usted operddmfroge8p2nof i t i nc
due toincreasedegulatedrevenuereflecting RPI and improved incemes performance

Reported Network operating profitan operating profit of £32.9m was reported compared to
£309.1m dudo increased pofitability in Transmissionoted above

RETAIBUSINESSES

Total adjusted operating profiacross the remaining Retail businesses 67.3n, compared to
£77.4m in the same period last year. Within thhtisiness segment movemenigere as bllows:

Energy Supply (Business Energydjustedand repored operating profit remains relatively flat at
£416m compared to £45m. Thee has beergrowth in customer numbers drivepy an increase in
the SME customer baskut this has been offset in&ttricity volume terms by losses in the Major
Business segment.

Airtricity: An adjusted and reported operating profif £12.0m was achievetbmpared to£22.6m in
the same period last year. Tldgsmainly due ta change irthe within yearphasingof an element of
Refitpayments operating profit is expected to recover in the second half of the.year
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Enterprise Adjustedand reportedoperating profit wassimilarat £13.7m comparedo £12.3m,
reflectingimprovement in Utility Solutions, Slough Heat @alver and Telecomslightly offset by
contract delays imther parts of the business

CORPORATE UNALLOCATED

An adjustedbperating losof £(1.0)m wasrecordedcompared toa profit of £0.9m. A reported
operating loss o£(68.1)m was reportedmainlydue toexceptional chargesf £67.1m recognised in
advance ofhe SSE Energy Servidesnerger This wasompared toa profit of £0.9m

DISCONTINUED OPERATIQSSE Energy Services

Discontinued operation SSE Energy ServiaeEnergy Supply (households GB): An adjusted and
reported loss oE(68.7)mwas recorded compared to £(17.8)ihis not unusual for GB domestic

supply to report a loss in the first six months, due to the phasing of demand over the year and the
first six months of 18/19 were impacted by lower demand, higher energy costs and the decision not
to further raise tariffs

Discontinued operationSSE Energy ServiceEnergyrelated Services:adjusted and reported
operating profit fell to £6.6m compared to 8/m, mainly due to reduced profitsom retalil
telecoms and broadband.

Revenue- Adoption of IFRS 15

On 1 Aprik018 the Group adopted IFRS15, which introduces a nstgfbmodel to account for

revenue from contracts with customers. As a result of adoption, and the clear principles defining
“revenue” contained wit hi ngrosstpfeserdtiGm obcompmoditg assessed
optimisation trading revenues and costs and concluded that whilst previously acceptable, a gross
presentation neither reflected the revised principles defining revenue nor the underlying economic

purpose for these trades. €hefore, folbwing adoption of IFRS 15, sales and purchase
commodityoptimisationtrades are now presented net within cost of sales. In the six months ended

30 September 2018 the impact of theloption of IFRS 1§ a reduction to revenue and costsdles

ofE79 n. The presentational adjustment has had no
cashflows. The Group’'s full i mpact assessment of
Condensed Interim Statements.

Earnings

Adjusted earningsper share

To monitor its financial performance over the medium term, SSE consistently reports on its adjusted
earnings per share (EPS) measurhis measure is calculated by excluding the charge for deferred
tax, interest costs on net pension liabilities, excepaibitems and the impact of certain+e
measurements.

SSE's adjusted EPS measure has been calcul ated c
meaningful measure of underlying financial performantreadjusting for exceptional items and
certainremeasurenent s, adjusted EPS reflects SSE’'s inter
volatility associated with mario-marketIFRS9 remeasurements and means that items deemed to

be exceptional due to their nature and scale do not distort the presentatiolsd S s under | ying
results. For more detail on these and other adjusted items please refer to the Adjusted Performance
Measures section of this report.

In the six months to 30 September208BSE’ s adj ust e doneantmuing apgratonger s h a
was19.6 pence compared to 2.6 pencefor the same six months last yeals expectedit reflects

the impactoft he i ssues set out i n SSE’ s .Ttalsoddfletty St at em
that SSE Energy Services is now reported as discontimegdtion
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Summarising the impact of Movements on Derivatives

SSE enters into forward purchase contracts (for power, gas and other commaodities) to meet the
future demands of itenergy supplyusinesses and to optimise the value of its Generation@as
Productionassets.Some of these contracts are determined to be derivative financial instruments
under IFRS 9 and as such are required to be recorded at their fair value as at the date of the financial
statements.

SSE shows the change in the fair valuthe$e forward contracts separately as this mtokmarket
movement does not reflect theealised operatingperformance of the businesses. The underlying
value of these contracts is recognised as the relevant commaodity is delivered, which for the large
majority of the position at 30 September 2018 is expected to be by 31 March 2020.

The adverse movement on operating derivatives under IFRS 9 of £565.4m arose mainly from a
deterioration in the fair value of forward gas contrac&/hile indicative of a daction of travel there
are limitations to the IFRS 9 measure if using it to assess &®Emodity exposure, namely:

1 The IFRS 9 valude not reflect all contracts but only thoske si gnated as; ‘' hel d

and

1 The IFRS 9 movement in operating datiles represents thpositionup to 30 September
2018 and does not reflect price movements and actions taken since that date.

As at 13 November, EPM is expected to report an adjusted operating lassupfl £300min
2018/19 andan adjusted operating lossf around £115m with a potential variation around this of +/
£25min 2019/20 Thereafter EPM is expected &arn a smalprofit through service provisian

The Group has assessed its exposure to counterparty credit risk on derivative contracts due to the
size of the derivative portfolio. Following that review, which considered factors such as the credit
rating of its counterparties and Master Netting Agreements in place, the Group assessed there is no
material increase in credit risk.

Partly dfsetting thelosses recognised on operating derivatives gas of £39.6m arising on the
remeasurement of financing derivatives at 30 Septembemarilydue tothe increag in the
interest rate inthe period These remeasurements are also presented separasdlyese do not
representunderlyingbusiness performance in the period. Tisult onfinancingderivatives will be
recognised in adjusted profit before tax when the derivatives are settled.

Exceptional Items

In the six months to 30 September 2018SE recagsed a net exceptionatedit of £21.3m before
tax. The following table provides a summary of the key components making up theatit c
position:

Segment
Electricity Corporate

Generation Unallocated Total
Exceptional credits and (charges) £m £m £m
Gain on sale of stake in Clyde windfarm 74.2 - 74.2
Reversal of previous impairment on Seagreen 14.2 - 14.2
Wind Energy
Retail separation charges and advisor fees - (26.1) (26.7)
Property impairment charges - (41.0) (41.0)
Total exceptionalcharge)/gain 88.4 (67.1) 21.3

For a full description of the net exceptior@kdit see note6 of the financial statements.

ReportedLossBefore Tax and Earnings Per Share

Reported results fothe six months to 30 September 2018 aignificantly lowethan those reported
for the same period the previous yeanainly due taa remeasurement loss of(665.49m on IFRS 9
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operating crivative contracts in the current year, compared to a £21.4m gain on similar contracts in
the prior period.

The remeasurenent lossis explained in more detail in the relevant sections throughout this report
and is the main driver for:

1 A reportedlossbefore taxon continuing operationsf £(265.3m) being recorded for the six
months to 30 September 2018 compared to a reponpedfit before tax of £409.3nfor the
same six months last yeamnd

1 A reportedloss per sharen continuing operationsf (22.6p) being recorded compared to
reported earnings per share 80.8p.

Outlook

Dividend

SSE continues to intend to recommend a-yelar dividend of 97.5 pence per share 26¥18/19and
to deliver the fiveyear dividend plan set out in May 2018.

Adjusted operating profit(excluding SSE Energy Services)

The outl ook f orWh8l&ae bsisinbsses fardhe financia yedr to 31 March 2019 is
in line with that set out in its Trading Statement:

1 Adjusted operating profit for th&letworksbusinesses is expected to increase by a-sigjle
digit percentage; and

1 Performance otWholesalebusinesses will continue to be dependent on the range of factors
set out at the start of the financial year; Energy Portfolio Management (EPM), however, is
now expected to incur a slightly lower than previously forecast adjusted operating loss for
2018/19 at around £300m, as a result of action taken since September.

Adjusted earnings per share (excluding SSE Energy Services)

Excluding the results for SSE Energy Services, which is now held for disposal, SSE currently expects to
deliver adjusted earnings pshare in the range of 70p to 75p for 2018/19 as a whole, which
compares to 98.3p on a like for like basis for the year ended 31 March 2018.

The forecast adjusted EPS number excludes two gains on sale: £74.2m recognised from the sale in
May 2018 of a fuhier 14.9% stake in Clyde Wind farm. A further £53m is expected to be received as
a distribution from the Environmental Capital Fund (in which SSE has a 48% stake) as a result of its
sale of the independent gas transportation network Indigo Pipelimééovember 2018.

SSE Energy Services

SSE currently expects that its household Energy Supply Business (part of SSE Energy Services) will
report an adjusted operating profit margin of between 2% and 3% for the year ended 31 March 2019
compared to 6.8% in the yeanded 31 March 2018, reflecting competitive pressures and the
anticipated impact of the Default Tariff Cap from 1 January 2019. Margins are expected to be lower
still in 2019/20.

Fol | owi nfmal d2€isporsm the Default Tariff Cap onNovemberand the end of the period
forappealson he CMA’' s approval odn7Nolkeenbep3ISE gnoogy&E t r ansac
agreed on 8 November to enter into discussions and work together regarding potential changes to

the commercial terms of the proposedmbination of SSE Energy Services and npower Ltd. As

previously stated, these discussions are expected to take place over several weeks and an update on

their progress will be provided as soon as possible, and certainly bipeuember.

SSE does not iand to provide further comment on the discussions until such an updaie,
creating a new independent energy supplier remaig®bjective There is how some uncertainty as
to whether this transaction can be completed, as originally contemplated; nasieds, theBoard
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believes that the best future for SSE Energy Services, including its customers and emypidlyees,
continue to lieoutside the SSE group

Dividend Policy a five-year plan

wSYdzySNI GAy3 akKlFINBK2f RSNAQ Ay®SaidyYSyid GKNRdIzAK L

SSE's strategy, set out in May 2018, is to creat
operating and owning energy and related infrastructure and services in a sustainable way. It is

against this backdrop that SSE believes the best fifturils Energy Services business is outside the

SSE group.

Thefirst financial objective othisst r at egy i s to remunerate sharehol
payment of dividends. SSE believes that its dividends should be sustainable, based onttharglal

nature of its assets and operations, the earnings derived from them and the loegerfinancial

outlook.

In line with this and reflecting the underlying quality and value of its assets and earnings and the cash
fl ows t hey derthedivadend folSte Eve gearptd 2083 iskebout in May 2018:

I For2018/19, SSE is intending to recommend a-fw@ér dividend 0B7.5 pence per share
with the interim payment related to this of 29.3 pence per sharais provides clarity in a
yearof transition and is not subject to the timing of either the SSE Energy Services
transaction or the Domestic Gas and Electricity (Tariff Cap Bill).

1 For2019/20, SSE is planning to set the first ptrsinsaction dividend a80 pence per share
which refledgs the impact of the changes in the SSE group expected to take effect by then.
This provides a sustainable basis for future dividend growth.

1 For2020/21, 2021/22and2022/23 SSE is targeting annual increases in theykdr dividend
that at leastkeeppae wi t h RPI i nflation. This reflect
value of its assets and earnings and cash flows they deliver.

Investment and Capital Expenditure

Central to SSE’'s strategic fr amedevehpikgandsuildand f i ci en
assets, mainly in economicaltggulated energy networks and renewable sources of energy. In
practice,thiimeans t hat i nvestment should be in |ine wi!H@
management and consistent wiits vision ofbeing a leading energy company in a low carbon world.

Investing efficiently in energy assets that the UK and Ireland nee@d(048/19

SSE invests only in assktswhich returns are expected to be clearly greater than the cost of capital
All projectsareintendedtoc o mp | ement SSE’' s existing portfolio ¢
executed in an efficient manner and in |ine with

Duringthe six months to 30 September 2018 SSE’ s i n v e sxtpenditaré(including capi t al
SSE Energy Servicestalled £/83.4m, andincluded:

1 A major investment programme &lectricity networkstotalling £348.7m (45% of the total)
This includes ongoing construction of the CaithAdssay electricity transmission lirdnd
connections for the Stronelairg onshore wind farm, Tomatin OHL project and the
reinforcement of the existing Fort Augustisrt William networkThis investment, alongside
continued upgrading of the electricity distribution network to meet the chaggieeds of
cust omer s, wi || further increase the total R ¢
businesses;

9 Further investment imenewable energyin GB and Irelantbtalling £244.9m (31% of the
total). Progress catinues ord63VIW of on and offshore wind farm capacityith the
Stronelairg onshore winthrm (228MW)and theprojectfinancedBeatrice offshore wind
farm (SSE share: 235MWtjll in construction.Both remaindue for completion in calendar
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year 2019 This capacity faoenewable energy supports the delivery of government targets
relating to climate change and output from it qualifies &ither the Renewables Obligation
(RO), which also applies in Northern Ireland, Contracts for DifferencediGfiZ)Renewable
EnergyFeed in Tariff 2 ifreland.

1 Complementary investment in flexible thermal generation totallie@.£m % of the total),
including the Keadby 2 and Ferrybridge Multifuel 2 projects.

1 Retail investment of £41.3mainlyrelatesto infrastructure to supporSSE sgulatory
obligation to install smart meters for its Energy Supply custsasgipart of theaUK Smart
Metering rollout At 30 SeptembeP018 SSE hadell overone millionsmart meters on
supply in customer s’ homes. Post installatic
Asset Provider and SSE’'s investment and capi:t
installation and meter assets.

1 In addition, £8.0m has ben invested in Enterprise, supporting Telecoms and Utility
Solutions projects and £48m in Corporate Servicewhich wasnainly on IT.

SSE isontinuing to undertake significant investment in assetith capital and investment
expenditurefor FY2018/1%till expected to baround£1.7bn. Aoundtwo thirds of thisrelates to
maintainingand developingeconomicallyregulated electricity networks and renewable energy
projects with a further9% relating to complementary thermal generation assétkich ofthe
revenue derived froneconomically regulated networks and renewabéssets is indelinked.

Investing efficiently in energy assets that the UK and Ireland needfive year plan

SSE’s strategy is to creat e vladng, eperhtingandotvrange hol de
energy and related infrastructure and services in a sustainable way. Central to this is investing in

assets for which returns are expected to be clearly greater than the cost of capital. New assets

shoul d c ompl sting@artolio & &sEetsand ¢hrir development and construction should

be governed and executed in an efficient manner
financial management.

SSE is currently expecting capital and investment expenditure toaxahd £6bn across the five

years to March 2023. Economicalbgulated electricity networks and governmesiipported

renewable sources of energy are expected to account for around 70% of this. As is to be expected,
the investment is weighted more towds the first half of the fivgrear period than the second; and
includes around1.7bn planned for 2018/18nd around £13bn currently planned for 2019/20.

Around 80% of the £6bn is committed. It includes around £2.8bn of investment in electricity
networks which should support further growth in the RAV to around £10bn in 2023. It also includes
investment in electricity generation such as a new £350m highly efficient and flexiblieeghpower
station at Keadby 2 in Lincolnshire, an additional rffulti plant and some potential investment in
offshore wind farms.

Final investment decisions will be determined by the need to secure returns that are clearly greater
than the cost of capital, enhance earnings and support the delivery of dividend commitments.
Indeed, SSE believes that strict financial discipline is more important than ever as auctions become
an increasing feature of energy networks infrastructure provisém SSE witiot resort to taking on
inappropriate risks or accepting returns on invasint that are financially unsustainable.

19



{{9Q4 LINAYOALIt 22Ayd @OSyddnNBa IyR 8420A1 (84

SSE’s financi al results include cont)aandbuti ons fr
associates.The details of the most significant of these are inctlidethe table below.

SSE principal JVs ar Asset type SSE holding  Accounting treatment Shareholder loans
associates AY {{9Qa as at30 Se2018
performance measures
Seabank Power | 1,140MW CCGT 50% Equity accounted | no loans
outstanding
Marchwood 840MW CCGT 50% Equity accounted | £77m
Power
Clyde Windfarm | 522MW onshore wind | 50%* Equity accounted | £264m
(Scotland) farm
Walney (UK) 367MW offshore wind | 25.1% Equity accounted | no loans
Offshore farm outstanding
Windfarms
Doggerbank Wind Up to 1,200MW 50% Equity accounted | £48m
Farns offshore wind farm
each. Up to 3,600MW
total
Scotia Gas Gasdistribution 33.3% Equity accounted | £109m
Networks network
Multifuel Energy | 68MW multifuel 50% Equity accounted | £117m
Multifuel Energy 2 70MW multifuel 50% Equity accounted | £120m
BeatriceOffshore | 588MW offshore wind | 40% Equity accounted | Project financed
Windfarm Ltd farm
Cloosh Valley 105MW onshore 50% Equityaccounted | Project financed
Wind Farm windfarm (part of
Galwaywind Park)

GreaterGabbard, a 504MW offshore windfarm (SSE share 50%@psrtionally consolidated and is reported as a Joint Operation with no
loans outstanding.

SSE’' s s har WindEherg$la@hgse & wmo 1,050MW) increased to 100% in September.Z8B paiflwr Ltd.£118min
October 2018or its 50% shargaking 100% ownership of the company and consolidating it into the Group balance sle#tereforeno
longera JV and so is not shown in the table above.

*SSE’' s shar e meduce@d5).t1%romeb%ndMay20i8

Financial management and balance sheet
Maintaining a strong balance sheet

As a longerm business, SSE believes that it should maintatncsmgbalance sheet, illustrated by its
commitment to robust ratios for retained caglow (RCF) to debt and funds from operations (FFO) to
debt. SSE believes that a strong balance sheet enables it to secure funding from debt investors at
competitive and efficient rates and take decisions that are focused on the long term.

I n September 2018, Mo o 8 $ E's s tredi¥ ratinghobA3 onSeviewforc e s p |l a
downgradeand Standar& Poor ' s i ssued a -maéing.aWhileihe cuwentABh on S
A-ratings help illustrate the quality and resiliencetloé SSE group of businesses, they are not

fundamental to it

Managingadjustednet debt and hybrid capital

SSE'adjusted net debt and hybrid capitalas £9.%n at 30 September 2018nd is currently

expected to be around £9.8bn at 31 March 20T%e oveall level of net debt and hybrid capital

largelyr e f | ect s SSE’ s o0ngoi npeincreagednsdebtower the Igstrsii g r a mme a
months is consistent with that of previous years

Opportunism and agilitwvill continue to be importanand investmenexpenditure and net debt
could be different if there were opportunities to create value from disposing of assets, or from
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further investments or acquisitiondsinancial result@lsohave an impact on net debt; and
management of net debt will be one ofdhoptions for using proceeds from any future disposals of
businesses, assets or investments.

Adjusted net debtexcludes finance leases and includes outstanding liquid funds that relate to
wholesale energy transactions.djdstednet debtat 30 September 2018 also includes an accounting
increase of £136.8m as a result of fair value adjustments.

A reconciliation of adjusted net debt and hybrid capital to reported net debt is provided in the table
headed Adjusted Net Debt and Hybrid Capitahe Alternative Performance Measures section of
this statement.

The fair value adjustment relates to markemmarket movements on crossurrency swaps and
floating rate swaps that are classed as fair value hedges under IFRS. The hedges ersuye that
movement in the fair value of net debt is offset by an equivalent movement in the derivative
position.

The fair valueéncreasen net debt was driven by both Sterling and Euro weakness against the US
Dollar along with rising interest rates during thi& months to 30 Septembe028. This benefit is

of fset by an equivalent increase to the ‘“in the
Hybrid Bonds summary

Value £m Coupon Rate per | Accounting First Call Date

equivalent—parts annum Treatment

are issue

$
Hybrid Bonds £1bn Allin rate 5.625%  Equity accounted Redeemed Oct 201
September 2012
Hybrid Bnds March £1.2bn Allinrate 4.01%  Equity accounted September 2020 & Apri
2015 2021
Hybrid Bonds March £1bn All in rate 3.02% Debt accounted September 2022
2017

Further details on each hybrid bond can be found in note 14 tatwedensed InterinStatements.

The proceeds from March 2017 £1.0bn Hybrid Bonds, all in rate 3.02%, were used on 2 October 2017
to redeemthe Hybrid Bonds issued in 2012, at aAmltate of 5.6%. The additional costs of carrying
additional hybrids for six months was outweighed by the savings realised over the life of the new
hybrid.

Equity hybridcoupon payments reduced to £47m in HY18/19 compared to £57m for the same

period in the previous year. Total hybrid payments are expected to fall to around £77m in FY2018/19

as the full benefit of the repl Atdemetngthehy br i d’ s
amounts, timing and accounting treatment of coupon payments is shown below.

Hybrid coupon payments 16/17 17/18 18/19

HYa Fya HYa Fya HYa FYe
Total equity (cash) accounted £74m £119m £57m £99m £47m £47m
Total debt (accrual) accounted - £1m £15m £30m £15m £30m
Total hybrid coupon £74m £120m £72m £129m £62m £77m

SSE’'s September 2012 and March 2015 Hybrid Bonds
accounted for as part of equity within the Financial Statements but, as in previous years, have been
included within SSE’s ' Adgausompadbillyet debt and hyb

The March 2017 Hybrid Bonds have a fixed redemption date and are therefore debt accounted and
included within Loans and Other Borrowings.

The coupon payments relating to the September 2012 and March 2015 equity accounted hybrid
bondsare presented as distributions to other equity holders and are reflected within adjusted
earnings per share when paid. The coupon payments on the March 2017 debt accounted hybrid
bonds are treated as finance costs under IFRS.
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SSE has confirmed thatthe¢ t er i a applied by the Rating Agenci
will result in broadly the same value of hybrid equity treatment as that of previous years

Managing net finance costs

SSE’ s adj ust e dncludiag intefrest oréeht aceourted ybrid bonds but not equity
accounted hybrid bondsyere £2019min the six months to 30 September 20¢8mpared to
£1766m for the same period the previous yearfhis reflected higher net delaind higher J¥hterest
COsts.

Reported net financeosts were £00.0m, compared to £147.2m, reflecting the impact of changes in
the fair value of financing derivatives being partially offset by higher net debt costs.

Summarising ashand cashequivalents

At 30 September 2018, de&ilsash and cast ¢quivalents dotalling £0.2che bt i n
the same as at March 2018. Medium term borrowingachingmaturity in 2018/19total £0.6bn,
comprisinga Eurobondat 5% and a term loaat 3.52% both of which matuckin October 2018.

The cash collaterafalue has increased by £286m in the fgist months of the yeaaind totalled
£361.6mat 30 September 2018 te increaserelates tocollateralrequired to cover oubf the money
commoditypositions.

The cash and cash equivalents total includ@43&n relaing to the SSE Energy Service Grang
£2.0m for SSE Watermichare presentedhsassets held fodisposalithin the Condensed Interim
Statements

Focusing on effective financial management: Treasury facilities ing209

During the six months to 3G&tember 2018, SSE successfubpedits second Green Bond being a

€ 6 5 Mwyear bond with a coupon of 1.375% which hasrifelly swapped to Sterling giving an-all

in rate of 2.556%.This follovedt h e € 6 0 0,myelrGr8er Bovd SSE issued in September
2017 andwill continue to help SSE to take a leading role in supporting the transition towards a low
carbon future, through its plans to continue to invest in renewable energy, and reaffirposition

as a leader in mewable sources of energy.

During October 2018 SSE also issu€d?2a0 0 m  2oatingRaterNotd-that was fully swapped back
to Sterling giving an all in floating rate of GBP Libor plus 50.5bps.
Refinancing over thenediumterm

Following the debt thamatured in October 2018eferenced aboveS SE’ s n e xpotergidl gni f i ¢ &
refinancingmilestones are

9 June 202@vheni t wi || redeem its €600m/ 2% coupon bonr

1 September 202@hichis the first call date for the £750m/3.875% coupon equity accounted
Hybrid.

Maintaining a prudentTreasury policy

SSE's treasury policy is designed to be prudent and flexible. In line witlbdbhtfrom operations is
first used to finance regulatory and maintenance capital expenditure and then dividend payments,
with capital and investmengéxpenditure for growttgenerally financed by a combination ofish

from operations bank borrowings and bond issuance.

As a matter of policy, a minimum of 50% of SSE's debt is subject to fixed rates of interest. Within this
policyframework, SSE borrows as required on different interest bases, with financial instruments
being used to achieve the desired eutn interest rate profile. ABO September 201,8%6 of SSE's
borrowings were at fixed rates.
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Borrowings are mainly iSterling and Eumato reflect the underlying currency denomination of
assets and cadtows within SSE. All other foreign currency borrowings are swapped back into either
Sterling or Euros.

Transactional foreign exchange risk arises in respect of: ggpwnt contracts; fuel and carbon
purchasing; commodity hedging and enegmgyrtfolio managemenbperations; and longerm service
agreements for plant.

SSE's policy is to hedge any material transactional foreign exchange risks through the use of forward
currency purchases and/or financial instrumenfBranslational foreign exchange risk arises in

respect of overseas investmentsedging in respect of such exposures is determined as appropriate

to the circumstances on a cabg-case basisOverall, while SE has kept its treasury policy under

review following the result of the UK’'s EU Refer
for change

Ensuring a strong debt structure through medium and letegm borrowings

Ability to raise funds at congitive rates is fundamental to investmeng S Euhdsraising over the

last 5 years, including hybrid capital and term loans, now totals £5R80d8 SE’' s obj ecti ve i
maintain a reasonable range of debt maturities. Its average debt maturity, excliogiomig

securities, at 3Geptember 2018 was 7.3 years, compared with 7.9 years at 31 March Z&8.
reduction in debt maturity reflects SSE’'s recent
value on the maturity curveA n d  8v@rage sosof debt is now consistently below 4.0%.

SSE’s debt struct ur Seprermberd018 ishadsaround f9gihnofand on 30
medium/long term borrowings in the form of issued bonds, European Investment Bank debt, hybrid
securities and other loans.

Goingconcern

The directors regularly review the Group’s fundi
Interim Statements should be prepared on a going concern basis. In making their assessment the

directors have assessed the forecast future cashfloiitbeoGroup takng account of the available

liquidity in the commercial paper market. In additiaghe Groupstill hassignificant headroonon its

committed borrowingfacilitieswhile the next significant refinancing of external debt is not due until

2020.

Operating a Scrip Dividend Seme

Ther e n e wa | ScdpfDiviBeBdEScemeas approved by shareholdeasits 2018 AGM The

Scrip Dividend Schenggves shareholders the option to receive new, fully paid ordinary shares in the
Company in place of themash dividend payments. It therefore reduces cash outflow and so
supports the balance sheet.

The average Scrip dividend talgp since 2010 i84%, and for the 2017/18 full year dividend it was
21%. h May 2018 SSE announced thia§crip takeup of the fulkyear dividend exceeds 20%, SSE
now intends to buy back shares so that its dilutive effect is not excestanting with the 2018/19

full year dividend SSE believes this strikes the right balance in terms of giving shareholders choice,
potentially securing cash dividend payment savings and managing the number of additional shares
issued.

Tax

SSE considers being a responsible taxpayer a core element of being a responsible member of society.
SSE seeks to pay the right amount of tax on its @dfitthe right place, at the right time, and

continues to be the only FTSE 100 company to have been awarded the Fair Tax Mark. While SSE has

an obligation to its customers and shareholders to efficiently manage its total tax liability, it does not
seektouse the tax system in a way it does not consi
to reduce its tax liabilities.
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SSE understands it also has an obligation to the society in which it operates, and from which it
benefits—for example, taxredept s ar e vital for the public servi
tax policy is to operate within both the letter and spirit of the law at all times.

For reasons already stated above, SSE’' shatf ocus i
SSE believes that the adjusted current tax charge on that profit is the tax measure that best reflects
underl ying performance. SSE’s adjusted current

before tax, is forecast to be only 0.2%, as compavid 7.4% in 2017/18 on the same basis, and

after prior period adjustments. In 2017/18, SSE had prior period tax cretlitough the carry back

of tax losses and truing up of earlier year tax returtigtalling £66.0m. In 2018/19, those tax credits

are forecast to be slightly higher at £68.0m. While those tax credits may not have had a significant

i mpact on SSE's adjusted underlying current tax
sufficient to almoseliminatethe adjusted underlying currenak charge for 2018/19.

On12November 2018, SSE published Talking Tax 2018, summarising its approach to taxfonatters
the year ended 31 March 20X8ee sse.com).

Financialpriorities

SSE’ s f i n aforche gemainger df ther2018/19disancigéar are to

T RRmunerate shar ehol drecommendingafidysar divelend of 37/5r o u g h
pence per share

1 Maintain financial discipline in relation to capital and investment expendituneently
expected to total around1.7bn for the year aswahole;

1 Focus orstrongfinancial managemenincluding robustatios for RCF and FFO/debt;
Seek maximum value from any disposals of investments, assets or businesses; and

Maintain a strong commitment to responsible tax policies and transparency on tax.
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WHOLESALE

Wholesale Key Performance Indicators

Sepl8 Sep 17
Electricity Generation and Energy Portfolio Management (EPM
Generation adjusted operating proftEm 72.6 151.4
Generation reported operating profitEm 138.3 139.2
EPM adjusted operatin@oss) profit —£m (85.9) 9.3
EPM reported operatingosg/profit —£m (651.3) 30.7
EPM and Generation capital expenditure and investmefin 305.0 222.7
GENERATION CAPACIMYW
Gas and oiHired generation capacit{fGB)> MW 3,979 4,013
Gas and oilHired generation capacity (Ire)MW 1,292 1,292
Coalfired generation capacity MW 1,995 1,995
Multi-fuel capacity- MW 34 34
Total thermal generation capacitg MW 7,300 7,334
Pumped storage capacity (GBYW 300 300
Conventional hydro capacity (GBMW 1,150 1,150
Onshore wind capacity (GBMW 1,180 1,150
Onshore wind capacity (NDMW 141 141
Onshore wind capacity (RGIMW 594 576
Offshore wind capacity (GBMW 344 344
Biomass capacity (GBMW 18 37
Total renewable generation capacity (inpumped storage); 3,727 3,698
MW
Total electricity generation capacity (GB and leMW 11,027 11,032
Renewable capacity qualifying for ROGBN c.2,000 c.2,000
GENERATION OUTPAE@Wh
Gas andoil-fired (inc CHP) output (GB)GWh 8,548 9,187
Gas and oilired output (Ire)- GWh 1,553 1,402
Coalfired output — GWh 344 71
Multi-fuel output— GWh 142 Na
Total thermal generatiorg GWh 10,587 10,660
Pumped storage output GWh 111 132
Conventional hydro output GWh 1,040 1,132
Onshore wind output GBGWh 991 1,012
Onshore wind output N\t GWh 102 154
Onshore wind output RGIGWh 593 589
Offshore wind output- GWh 441 437
Biomass output GBGWh 35 40
Total renewable generatiorfinc. pumped storage); GWh 3,313 3,496
Total Generation output all plant GWh 13,900 14,156

Note 1: Capacity is wholiywned and share of joint ventures

Note 2:Electricity atputisbased on SSE 100% share of wholly owned 518%) share of Seaba&kMarchwood PPAs due to the contractu
arrangementand % share of remaining JVs in wind and multif@S&vereawardedthe Ferrybridge Multifuel PPAOctober 2017.

Note 3: Wind output exclud@91GWh of constrained off generationtty2018/1%nd 137GWh inHY2017/18

Note 4:Reductiorin gas and oil capacitgiue to closure of Smurfit Townsend Hook @H8ept 1& reconciliation of small OCGTs

Note 5:0nshore wind includes new sitedBitlaraidh 108MW and_eanamorel 8MW while a further 78MW of Clyde was solday 2018
NotecY {f2daAK 1 SId 9 t26SNI . A2YlLaa tflydQa FAYLFIYyOAlf NBeaW 2
of the plantwereclosedn HY18/19
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Introduction to the Wholesalebusinesses

SSE’' s Wiusinesses arElextricity Generatiofrenewable and thermal)Gas Storage, Gas
Production and Energy Portfolio Managemegilectricity Generation in particularweell positioned

to support the trends towards decarbonisation, electrifiosit and infrastructure. Renewable energy,
complemented by flexible thermal generation and business energy sales, is core to the SSE group.

The markets in which SSE's Wholesale businesses operate continue to be impacted by a number of
key longterm trends and developments, including an uncertain macroeconomic environment;
commodity price volatility; government intervention; regulatory change; and the ongoing transition

to a low carbon economy.

Market developments- UK

SSE believes that putting a meariing | price on carbon emissions is
policy and is one of the most important policy tools the government has to help industry continue to

deliver reliable and lower carbon electricity castectively. In Budget 2018he UKGovernment

confirmedit will freeze the CPS rate at £18/t¢0r 202021. The Budget also announced thatthe

eventof a ‘no deal’ Brexit BUHETSiad0Y9, thiGoverbhbkentdepar t s
would introduce a Carbon Emissions &k6/tCQ). The tax would apply to all stationary

installations currently participating in the EU ETS from 1 April 2018 would be applied in

addition to the CPS rate.

I n July 2018, the UK Government <confirlnoegdi eesh’e ne
including offshore wind, will take place by May 2019, with subsequent auctions every twoTears.
Government expects these auctiooguld support 2GW of new offshore wind per year in the

2020s.The UK Government has alsonfirmed that onshorevind farm development®n the

Scottishislandswill have the opportunityfo compete inthese Cflauctions.

Alsq in July 208, the UK Government announcedaiill procure46.3GN in the T4 auction for
delivery in 202/23 and 4.6GW in the-T auction fordelivery in 2019/20SSE has submitted
prequalification applications for both upcongjrauctions planned to start onFebruary 202 and29
January2019, respectively

Market developments- Ireland

In July 2018, the Irish Government confirmed the high Idesign of a new Renewable Electricity
Support Scheme (RESS) aimed at supportintRGMWh of renewable electricity to 2030. Onshore

wind will be eligible to compete for support from the first RESS auction, estimated to take place in
2019 for delivery in 220. The high level design of the new Irish RESS confirms that offshore wind will
be eligible to compete for support. SSE believes offshore wind has real opportunities from the
second RESS auction, indicatively scheduled for 2020, with further ausigpakedfor 2021, 2023,

and 2025The scheme is awaiting State Aid approval before being implemented.

On 1 October, the new Integrated Single Electricity Mark8EM) was introduced on the island of
Ireland. The new market replaces the Single Electidéyket (SEM), which has been in operation

since 2007, and is designed to increase access to cheaypees of electricity, allow for more cest
effective delivery of energy to consumers, and enable investors and operators to better manage risk.
S S E’ actionswitle the market, including new balancing obligations, are being managed through
a dedicated-SEM trading desk withiBnergy Portfolio Management

RenewableEnergy

Creating SSE Renewables

SSHas today made a separate announcement relating tplasis to consolidate the development,
operation and ownership of all of its renewable energy asgetie UK and Irelandnder a single
wholly-owned entity. Called SSE Renewables, itagilisolidate under a single entjtigs existing and
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operational asets, including JV interests and assets under development and construction in onshore
wind; offshore wind; flexible hydro; ruof-river hydro; and pumped storage.

The business willavea specialist managemergam, led by Jim Smith as Managing Director,
focused entirely on creating and deliveritige longterm value and future opportunities which
renewable energy represents.

Renewable energgapacity andoutput

While there has been a net increase in renewable capacity, electricipuguncluding pumped
storage,decreasedn the first half of 201819, compared to thesame period in th@revious year
(3.2TWh compared t@.5TWh) and was around4%lower than expectedor the period(includng
constrained off generation) The primargriver for this differential waselatively dry, still weather
during the period which resulted inwer than expectedvind speedsand hydro production

Onshore wnd

Foll owing the sale of 78MW of capaci tagdsat Cl yde,

1,915MW. Final turbines have beeninstalledat r onel ai rg (228MW), SSE’ s
accreditedunder the RnewablegObligation andthe project ison track for completiorby Spring
2019 it isnot currently included irs S Ejénerationcapacity totals

SSE’s onshore wind over8800mMW pof popeatibl inewduildpoojectdihis t s o f
includes around 85MW of capacity with consent for development, some of which SSE may seek to
increasethrough planning amendments to accomnaid more advanced turbine technologihis
includesthe joint venture Viking Wind Farm (up to 457MY$SE share 50%), located on Shetland,
and Strathy South (up to 133MW).

At present, there is no indication of a further @Dauction for onshore windIn the context of
market and technology developmen&SE continues take forwarddevelopment options fonew
onshore windfarms and extensions to existing wind farared is well placed to take advantage of
anyfuture opportunities as they emerge.

Offshore wind

The six months to 30 September has seen excellent progress towards completion of the Beatrice
offshorewind farm (588MW- SSE share 40988 of 84turbines have now been installexhd are
exporting power to the gridOn 6 November, Beatrice OffsteoWindfarm Ltd (BOWL) submitted a
‘art DateN 0 t itoche Low Carbon Contracts CompdhZ CQjonfirmingit has metthe necessary
conditionsto trigger the start ofContracts for Difference paymenfisr Phase I. Subject to a -ty
review period by the LCCCID payments witommence as of Blovember 2018Thefull project is

on track for completion in Spring 2089 which time SSE Generation will operate the wind farm

SSE has interests in thraether offshore wind prospects under developmenthich are governed in
line with the factthat some of the UK projectould beeligible to competén the same CfD auction

1 Seagreen (Phageup to 1,050MW)wholly ownedby SSE followinigs acquisition & Fluor
L t db0% share of the joint venture. The future ownership structure will be further reviewed
in the coming months with the view to maximising value for SSE sharehofdgnesent,
SSE remains focused on preparing the Seagreen Phase 1 pjelbtsand Bravdpr the
next UK CfD auction.

1 Dogger Bank (up to 3.6GW), a 50:50 joint venture &ijinorto develop three projects in
the Dogger Bank zonreCreyke Beck A, Creyke Beck B and Teesside A. The projects are being
progressed irpreparation br the next CfD auction.

1 Arklow Banikind ParkPhase I[minimum520MW) in Irelandwholly owned by SSE

In October 2018The Crown Estate confirmed the application by Greater Gabbard Offshore Wind
Farm (SSE sharé&0%)for an extension to the existing wind farm site (up to 500MW) had
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successfully progressed to the next phase of the process. The next steps will be for The Crown Estate
to undertakea habitats assessment of the proposed extension project.

SE continues to egage vith The Crown Estate and Crown Estate Scotlantthein leasing processes
for new seabed to maintain a pipeline of offshore projects through to the late 2020s and beyond.

FlexibleThermal Generation

Existing fleet

SSE’ s t hfelfilsmaimpatart fearetionwithin the wider electricity market by providing
reliable capacity at scale in response to market charagdevents for example, unplanned nuclear
outagesandperiods of lowrain or wind

SSE’s CCGTs ar e amo n gant hisheleatrity systérdaedhaveinceasingly t he C
created value from their intraay flexibility This flexibility is important in supporting the transition
to a low carbon electricity system.

SSE has an ownership interest in five-fiy@sl power statims that participaten the GB electricity
market:

1 Medway (735MW wholly ownécdhas capacity obligationhrtoughSeptember2022.
1 Keadby (755MW wholly owned) has capaobligationsthrough September2022.

1 Peterhead (1,180MW wholly owned) hagapacity obligatiofrom October 2018 through
September 201@nd from October 2021 through September 2022

1 Seabank (1,164MW) and Marchwood (840MW) SSE has a 50% stake in each of these gas
fired power stations, which bothavecapacity obligations thragh September2022.

A sixth gadired power station, Great Island (464MW), participates inliitegratedSingle Electricity
Market in Irelandand has a&Capacity Contract through September 2019.

SSE operates one wholly owned efiadd power station, atFd | er ' s Ferry (1, 995MW)
capacity obligations for three of its four unitgtil Septembe2019. Preparation for the safe
demolition oftheFer r y b r i dirgdgpowerGtationts aralér way.

Future development

Construction of Ferrybridgelultifuel 2 (@MW — SSE share 50%) is undery, with completion on
track for 2019. SSE is also carrying out site preparation workgoteatial newmultifuel plant (p
to 50MW) at Slough.

In May 2018 SSE announced its decisiopartnership with Siem&s, to proceed with a unique
commercial opportunity to introduce firstf-a-kind, high efficiency, ga#red generation technology
to the UK. SSE will invest £350man 840MW CCGT at Keadby2.incolnshire, adjacent to its
existing Keadby CCGJonstruction is undeway and is expected to take around three and a half
years.SSE intends to participate in future capacity market auctions to secure an agreement for
Keadby 2.

Additionally, SSE continues to develop a CCGT project at Ferrybridgetbewiigw to progressing
should market conditions warrant further investment in high efficiencyfgasg generationduring

the transition to a low carbon electricity systenThere is also considerable value in the optionality of
the existing sitesatFery br i dge and Fiddler’s Ferry.

EnergyPortfolio Management (EPM)

The role of SSE's Energy Portfolio Management f u
based businesses and, where appropriate, securing value and managing volatility in volumeeand pri
through the riskmanaged trading of energglated commodities.
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Review of EPM activities and changes to EPM operations

In its Notification of Closed Period Statement, published 25 September 2018, SSE said it expected
to set out howEPM activitiesvill evolve to reflect its asset base and operations following the
planned SSE Energy Services transaction.

A review of SSE's strategy for managing its ener
account:

1 the evolution of the SSE group lofisineses and
1 evolution in global energy commodity markets

The review has also takexwount of feedback from shareholders and investors that enhanced clarity
in hedgingapproachand portfolio positions is important, particularly following tferecastadjusted
operatingl oss in SSE’'s Energy iR21t81% ol i o Management di

The conclusions of the review have led to the changes outlined below. Further detiigs®S E’ s
Groug s ap pr o a chhve been phblsteg todagon sse.camd it is expectedb transition
to this approachover the period to March 2020

Over the same perio§SE intends to make the following changes to the operations of its Energy
Portfolio Management (EPM) division:

T EPM s financi al posi ti onmawadgddIlusing \dalud at Risk /aR).0 b e
The VaR metric quantifies EPM s |l evel of finze
probability of gains or losses within a desired range. The EPM VaR, which is approved by the
SSE Board, will be progressyvedduced to unde£10m per day at a confidence level of
97.5%

T Profit at Ri sk wil/ be introduced to measur e
portfolio of physical and financial assets, analysed by time periods in which energy is
delivered. It will consider both price risk and volume risk and will act as a lead indicator of
commodity price exposure across the SSE group; it will ensure that trading positions cannot
have a material impact on SSE group earniagd

1 Rather than taking a Group paotfo approach to long term commodity price exposures and
hedging, EPM will become an operational function responsible for executing commodity
trades to implement the agreed hedging approach for each asset class in the SSE Group.

The Wholesale Risk Committe wi | | continue to have oversight of
It will report directly toa newly formed SSE Board Committedich will bechaired by Tony Cocker
and oversee the transition to the new hedgiagproach

Gas Production

GAS PRODUIMN Sepl8 Sep 17
Gas production adjuste@hnd reported)operating profit- Em 19.3 4.5
Gas production M therms 246.6 254.9
Gas production Mboe 4.40 4.21
Liquids productior- Mboe 0.32 0.38
Gas production capital investmentEm 128 36.0
Technical review carried out annually: Mar 18 Mar 17
Total net proven and probable reserves (2P) bn therms 1.9 2.5
Total net proven and probable reserves (2P) Mboe 33.8 43.0
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SSE has a diverse equity share in over 15 producing fields abiasnces in three regions of the

UK Continental Shelf: the Easington Catchment Area, the Bacton Area and Greater Laggan Area. In
September 2018, Total announced a major gas discovery on the Glendronach prospect, operated by
Total E&RJKwith a 60% interst alongside partners Ineos E&QKLimited (20%) and SSE

E&PUKLimited (20%).Total stated that preliminary tests confirm good reservoir quality,

permeability and well production deliverability, with recoverable resources estimated at about one
trillion cubic feet (equivalent to around 10 billion thermalthough thisdiscoveryis not yet on a net
proven and probable basénd is not included in the table abav&otalexpects that the discovery

can be developed quicklyith the existing infrastructureraund the Edradour field and the Laggan
Tormore facilities of the Shetland Gas Plant, in which SSE also has a 20% stake.

SSE’s gas production assets represent an investn
in development and operationalactvi t i es. As gas production is wult
focus on assets that contribute the decarbonisation of the energy systeset out in May2018 SSE

will seek different routes available for securing value, with dispega¢ctedto be the most likely.In

the meantime, SSE is continuing to support exploration and appraisal activities around its existing

assets.

Gas Storage

GAS STORAGE Sepl8 Sep 17
Gas storage adjustg@nd reported)operating (loss) £m (3.7) (5.3)
Gas storage customer nominations méb 100 100
Gas storage capital investmentm - 0.5

The economic conditions continued to be challenging for gas storade first half 0f2018/19.

Following the closure of Rough capacity, SSE now holds around 40% of the UK's conventional
underground gas storage capacity, and the overall UK storage duration curve has shrunk to around
16 days. This loss of energy storage will be further exacerlzetedaffired generation shuts over

the next few years, taking with it the storage inherent in coal stocks.

Although the UK has access to diverse gas supply sources, such as interconnection and LNG, gas
storage will play an important role in safeguamgin t he UK’ s gas and el ectrici
SSE’ s gas st orplacgdto providedhts servieert@enesgy Users; howether market

continues to undervalue this service, making it increasiogllengingo cover the cost of

maintaining and operating these assets.

SSE remains committed to working with UK government departments and the Regulator to ensure
that the critical role of UK storage in relation to security of supply and stability of gas price is
maintained

Wholesale businesss ¢ Priorities

The priorities for SSE’'s Wholesale businesses fo
addition to their first goal of safe working, are to:

9 begin toconsolidate the development, operation and ownership of all of its renewable
energy assets under a singhholly-owned entity, SSE Renewables.

1 advance its offshore wind projects, with a focus on preparing Seagreen and Dogger Bank
projectsin readiness for the upcoming UK Contracts for Difference auction, expected in May
2019.

1 prepare forandimplementthe transition tothe new SSE Grouapproach to lkedging and
associated disclosure commitmentsy March 2020;
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maintain and operate efficiently and reliably its generation portfolio across the UK and
Ireland; and

deliver new asseti construction, in particular Beatrice, Stronelairg, and Ferrybridge
Multifuel 2, and develop new opportunities to build, own and operate assets in the future
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NETWORKS

Networks Key Performance Indicators

Sep 18 Sepl7
ELECTRICITY TRANSMISSION
Transmission adjusted amdported operating profit £m 127.4 97.9
Regulated Asset Value (RA¥M 3,259 2,907
Renewable Capacity connected to SSEN Transmission 6.0 54
Network - GW
Capital expenditure £m 185.2 2314
ELECTRICITY DISTRIBUTION
Electricity distribution adjusted and:ported operating 166.9 176.0
profit - Em
Regulated Asset Value (RAE)n 3,511 3,355
Capital expenditure £m 1635 138.0
Electricity Distributed TWh 17.8 17.7
Customer minutes lost (SHEPD) average per customer 29 23
Customer minutes lost (SEPD) average per customer 27 22
Customer interruptions (SHEPD) per 100 customers 36 25
Customer interruptions (SEPD) per 100 customers 28 27
SCOTIA GAS NETWORKS (SGN)
{{9Qa pmrE: aKIFINB NBRdzOAY3 (2 o0&
SGN adjusted operattmng pr 85.4 81.2
SGN reported oper ad4finng pr 38.6 35.2
Regulated Asset Valu&Em 1,870 1,790
Uncontrolled gas escapes attended within one hour % 98.7 98.6
SGN gas mains replace#m 429 420

Introduction to the Networksbusinesses

SSE is the only energy company in the UK to be involved in electricity transmission, electricity
distribution and gas distribution. Its electricity networks businesses are collectively known as Scottish
and Southern Electricity Networks (SSEN) and it owns alune stake in the gas distribution
company SGN. The net Regul atory Asset Value
course to reach £10bn by 2023.

Ofgem sets price controls under the R{R2venue = Incentives + Innovation = Outputs) framework
through which energy network companies earn indieked revenue through charges levied on
customersset at a leveto cover costs and earn a reasonable return, subject to delivering value for
customes, being efficient and achieving targets set by Ofgem.

The electricity transmission and gas distribution price controls (RI1ICand RII&GD1) run until 2021
and the electricity distribution price control (RIEID1) runs until 2023. They will be reqgd by
RIG2.

Energy networks are core businesses of the SSE group and central to its vision of being a leading
energy company in a low carbon world. They will continue to play a pivotal role in the transition to a
low carbon economy, providing the cdél national infrastructure required to support the ongoing

shift to a decarbonised energy system and electrification of transport; and they will provide means
by which SSE can earn returns that contribute significantly to its commitment to the payment of
dividends to shareholders.
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Ofgem sets out future regulatory framework

In July 2018, Ofgem publish&llO2 Framework Decision: Our approach to setting price controls for

GB gas and electricity netwotks S SEN supports Of gem’ gondemvbimnt i on
in setting outputs, shaping and assessing busine
network companies to earn returns that are fair and represent good value for consumers, reflect the

risks faced in these businesses, and preaiiimancial market conditions.

Ofgem is now taking work forward the consultation on sector specific methodologies planned for
December 2018. SSEN will continue to advocate constructively for a regulatory framework that
strikes the right balance betweeniding efficiency and maintaining a stable investment climate that
continues to deliver improvements in network reliability, innovation and customer service and pave
the way for the further decarbonisation of the energy system.

Electricity Transmission

SSH, operating as Scottish Hydro Electric Transmission plc, owns, operates and develops the high
voltage electricity transmission system in the north of Scotland and remote islands.

Since the startofthe RWD1 Pri ce Contr ol i n e@idis3ransnBsSdN’' s capi
network has totalled over £2.5bn, with this investment playing a pivotal role in providing key national
infrastructure to facilitate the transition to a decarbonised energy system.

In addition to the base rate of returnonthe RAWN0o SSEN’' s t r an s-Mialkbwsi on asset !
additional revenue to be earned through financial incentives based on efficient use of total
expenditure (totex) for the benefit of customers.

For SSEN, the outcome of efficiency savings will be dependent aaithessful completion of multi
year large scale projects and the successful close out ofIRIEBter 2021lt is expected that SSEN
will deliver totex savings over the course of RTIDof which, under the price control agreement,
50% will be retainedYpSSEN, supporting returns for RTIQ with the remaining 50% returned to
customers through lower chargéisan would otherwise have been the case

Maintaining network reliability

SSEN's first priority is to [totheeéledtecityxustoraefsé¢ and r
serves. Despite the current period of rapid growth in transmission development, including

commissioning of substantial new assets and the connection of large volumes of renewable
generation capaci ttignal exseBehdd has mdintamad & rel@ability ofpver a

99.9%.

As its transmission assets, many of which date back to the 1950s, naturally reach the end of their
operational life, SSEN has an ongoing programme of maintenance and refurbishment to ensure its
critical, national infrastructure assets, continue to deliver for electricity customers and wider society.

Preparing for the energisation of the Caithnedoray transmission link

SSEN continues to make progress with the delivery of its new Caithloay transmission link.

With an agreed allowance of £1.1bn, the project is the largest single investment undertaken by any
part of the SSE group to date. Construction of most asp#dtse project is now complete and it is

now at an advanced stage of commissioramgiremains on track for delivery by the endazlendar
year2018.

Enabling the transition to a low carbon economy

SSEN’ s strat egi-tlpgriodhasrbéetn gnabiedhe transitien toRllow €arbon
economy through building the transmission infrastructure necessary to connect and transport
renewable energy.

In the six months to 30 September 2018, SSEN successfully completed and energised the connections
for: Dorenell wind farm (220MW); and Beatrice Offshore Wind F&@&3¢\W). Good progress
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continues to be made witMoray Offshore East Wind Limited (MOWEROOMW) whichremains on
track to be energised i2021/22

The installed renewable electricity generatorapaci ty connected to SSEN’' s
has grown from 3GW at the start of the RIMET1 price control in April 2013 to over 6GW as at 30
September 2018.

Investing to provide modern infrastructure to support a decarbonised energy system

In the remaining years of the RHIA Price Control, SSEN has a healthy pipeline of projects. With a
total planned investment of around £900m, the transmission business remains on track to increase
its RAV to around £3.6bn by 2021.

Looking further aheadSSEN has visibility of a further £700m of contingent projects that are
dependent on the progress of onshore wind developments against a continued uncertain policy
regime. Although the timing and ultimate need for these projects remains unclear, progréss
most likely during the next price control period.

t NBLI NAy3 (2 O2yySOG {0203t yRQa A&aftlyR 3INERdzLJA

SSEN continues to work with its generation customers and other stakeholders across the three
Scottish island groups to take forward proposals to protidasmission connections to enable the
connection of renewable electricity generation. Together, these three island links could provide an
investment opportunity of around £1.5bior SSEN

Following the submission of the Orkney Needs Case in March 2BE8| Bas now submitted Needs
Cases for both the Western Isles and Shetland transmission links. Both links would deliver a 600MW
subsea cable, predicated on the main renewable developers on both island groups being successful
in the 2019 CfD auction.

SSEN ilf continue to engage positively and constructively with developers, Ofgem, Government and
other stakeholders to take forward its proposals in a timely manner, as soon as developer
commitment and all necessary regulatory and planning approvals are cewafirm

Addressing competition in transmission

In September 2018, Ofgem published a number of documents setting out its latest developments in
its approach to Competition in Onshore Transmission.

SSEN continues to have a number of significant concerns dbanplementation In particular,it
believes Ofgem’ s proposals effectijustifedon reopen t
unprovencustomer benefitsthey are not underpinned by legislation; and they risk delays to the

delivery of weHestablisted and advanced projects.

For these reasons, SSEN continues to believe competition should not be implemented until such time
that these material factors are adequately addressed in an open and transparent manner.

Whilst SSEN will continue to engage camndively with Ofgem and other stakeholders as part of this
process, it will also consider all options available to ensure the integrity of the Price Control is
maintained andhe development okxisting projectsontinues.

Planning for RIIGI2

Preparatios ar e wel | under way to gather evidznce to
business plan, due to be submitted in late 2019.

A key focus in the six months to 30 September 2018 has been the establishment of-if2 Ri$er
Group. The User Groupiihgs together eight experts who have a varied background in areas
including nortraditional business models, innovation, fuel poverty, community energy and
consumer research. SSEN is confident it will provide the right level of industry and consugigy insi
whilst also providing independent challenge and scrutiny as it prepares it Ribdsiness plan.
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SSEN will continue to undertake further engagement and consultation with key stakeholders in the
second half of the year to ensure it develops a credérid evidencédvased business plan for
submission to Ofgem in late 2019.

In support of its preparationsforRHD2; t o be abl e to meet customer s
decade and beyond; and to understand what technologies are likely to impactieiltyoreneration

and demand profiles, SSEN published in August 20N\dits of Scotland Future Energy Scenario

report.

It set o utinfom8dioldivisg extensiverstakeholder engagemenitthe range of

potential generation scenarios in the b of Scotland for the period 2022030. It summarises the
scenario analysis undertaken at a national and localised level to detemhiaenetwork

development options and the scale of investment required to meet future demands on the network.

Director o Transmission appointment

Rob McDonald, currently SSE's Managing Director,
Director of Regulation, has been appointed Director of $naissionjn succession to David Gardner,
who intimated earlier this yeaahis wish to retire from SSE in the course of 2019.

Electricity Distribution

SSEN, operating as Scottish Hydro Electric Power Distribution (SHEPD) and Southern Electric Power
Distribution (SEPD) under licence, is responsible for maintaining the elgatigtitibution networks
supplying over 3.7 million homes and businesses across central southern England and north of the
central belt of Scotland.

Delivering for customers and investors under the incentidased framework

SSEN is now approaching tinéd-point of the RIIGED1 Price Control, and has delivered significant
changes to its operations, processes and standards to ensure the needs of its customers remain at
the forefront of decision making. It aims to be as efficient and effective as poasithlearn returns

that are fair to customers and shareholders alike, focusing on four key areas:

1 Good performance in relation to incentives available within f&0;
1 Efficient delivery of capital investment;
1 Focused delivery of regulatory outputs; and

I Maintaining a leadership position in innovation.

Targeting good performance in incentives: IS

Incentives cover the Interruptions Incentive Scheme (1IS); Customer Satisfaction and Stakeholder
Engagement; and Connections.

Under the 1S, SSEN is incentivised on its performance against the loss of electricity supply through
the recording of Customer Interruptions (Cl) and Customers Minutes Lost (CML), which include both
planned and unplanned supply interruptions.

In the $x months to 30 September 20l S SEN’' s centr al southern Engl an
100 customers increased slightly to 28 (27 last year) and the average CML increased to 27 (22 last

year). Performance in 2018 was impacted by the sustained heatwaltene and July which caused

a number of challenges affecting SSEN's | ower vo
faults with its switch gear, sagging lines due to the extreme heat as well as several lightning storms.

After a particularly strongerformance in the first half of lastyeanS SEN’ s nort h of Scot
network region CI per 100 customers increased to 36 (25 last year) and the average CML increased to
29 (22 last year). Whikke total number offaultsonly increased by around 108émpared to the
first six months of lasgear,the total number ofcustomers impacted by faults in the first half of
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2018/19wassignificantly higher than the same period last yeaplaining the negative impact on
performance.

Network performance acrossobt h  SSEN’' s net wor ks was al so i mpact
result of residual damage to SSEN’' s beastffar gr ound
the east’ which resulted in a number of faults i

SSENE targeting improvements in this area through a continuous programme of investment in the
network. This includes the refurbishment and reinforcement of assets; upgrades to automation
which reduces the number of customers affected and the duration ofsaniinimise the impact of
tree related damage; as well as investments in new innovative technologies.

Responding to the needs of customers and stakeholders

SSEN continues to place its customers and stakeholders at the heart of its decision makinghend in
six months to 30 September 2018 implemented a number of changes to its customer services
operations as it continues to improve the experience for its customers and respond to the ineentive
based framework. This includes a programme of digital commtioitg extending the reach of its
social media activity and promoting alternative forms of customer contact.

SSEN also relaunched its award winning Pawack app, which now includes a number of new

features including the ability for customers to repaatifts directly and send SSEN images of
potential damage to SSEN's infrastructure. Thes
time to faults, helping restore power to customers affected far quicker and safer than before, which

in turn should potitively influence future IIS performance and the opportunity to earn incentive

revenue.

SSEN's internal and external inclusive service p
scrutiny and challenge to ensure SSEN meets its ambitions to be mggmdvider of customer

service recognised across a range of sectors, committed to provide an inclusive and accessible service

for all its customers. In August 2018, SSEN extended is online customer service by adding specialist
accessibility and languagefswvare to its website.

Placing customers at the forefront of connections policy

In October 2018, Ofgem announced its decision not to penalise SSEN under the penalty only

Incentive on Connections Engagement (ICE). This is the third consecutive yehaS&&hbed a

penalty since its introduction at the beginning of the REBDL1 Price Control period, demonstrating

SSEN’"s commitment to ensure its connections cust
role in infor ming neeatdns activitids, ergagenmentgandpBliEidé. s c o

Delivering a major programme of capital investment

SSEN continues to undertake a major capital investment delivery programme across both its
distribution licenced networks which will deliver significant imgrments for its customers and
provide the infrastructure required to support economic development, as well as contributing to
sustained and fair returns and increased RAV.

In the six months to 30 September 2018, SSEN invested a tothb8bf in its electricity
distribution networks, bringing the total invested since the beginning of the ED1 Price Cordvarto
£1bn —which is part of a forecast investment of £2.4bn throughout the f&ID0 period.

In the north of Scotland SSEN continues to take forvaamthjor rolling programme of investment to

replace the existing subsea cables which have successfully and safely served the Scottish islands for
many decades, maintaining network reliability fo
to 30 Sepember 2018, SSEN has successfully replaced a number of cables serving the Orkney Islands

and is actively taking forward a number of other cable replacements across the north of Scotland.

This is separate to the island connections proposals being developedldy SSE Tr ans mi ssi on
business.
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Following a change in Marine Planning Policy, the costs associated with the ongoing maintenance

and replacement of SSEN’ sedand3®SENiacurcently prepariagdos et s h a
submit a ‘reopener’ to Of fusdmgradquireddocasuppoytitszubde8 f or t
cable replacement programmeSubject to regulatory approval, the responsible and evidenced based
approach SSEN hadopted to inform its subsea cable replacement programme will deliver RAV

growth, whilst minimising the cost impact to its customers.

Delivering regulatory outputs through efficiency

Transformational change will play a key role in the development apdovement of the service
provided t o SISAUSt018, SSEN emerd isto a partnership with Williams

Advanced Engineering to design a functional specification for the first live overhead line inspection
robot t o be us eafe aedriciy S8eBWdrkssas part gf an Ofgémnded project.

The innovative trial wildl hel p minimise potenti a
operational efficiencies and provide#p-d at e asset and safety data to |
maintenance and replacement programme.

SSEN is also working in collaboration with UK Power Networks on another Ofgem funded innovation
project which seeks to develop new Atrtificial Intelligence (Al) technology designed to help predict

and prevent power <cut s b e fwil beghe firdt ime that kqdipgdge. “Pro
Al technology and ‘big dat a’ havewhtienable used t o i
engineers to use a library of network data, in conjunction with artificial intelligence, to predict and

locate a potenial fault on network equipment before it occurs. It is predicted the trial could half the

number of faults on low voltage networks and if successful, could be installed across electricity

networks from 2020.

Maintaining leadership in innovation

Distributed generation, electric vehicles, demanitle response and energy storage are transforming
the energy system and giving customers access to new products and services from a new range of
providers. Electricity distribution network companies will play ataivimle in this revolution which

will increase the investment needéd both network assets and in the systems needed to support
smart and flexible solutionscross networks, creating new opportunities in managing this demand.

In October 2018, Ofgem setibthe steps companies are taking as part of the transition to DSOs,
including the need for appropriate structures to be in place to manage this transition. SSEN is already
in the process of making the necessary structural changes to its operational vaoidbl will ensure

the transition to DSO is transparent, with clear lines of accountability and responsibility across its
distribution networks business.

As SSEN continues the transition to a Distribution System Operator it continues to trial new
technologes and alternative network solutions to deliver a smart, flexible low carbon energy system.

I n September 2018, Of gem confirmed its final fun
will replicate and trial one of thelements ofone of theproposed DSO models being explored by the

industry. The final approved funding of £11m wéliver one of the market models being considered

by the Open Networks Project.

In April 2018, SSEN announced that it has entered into a partnership with leadingreafompany,
Open Utility, to learn from and participate in its revolutionary smart grid platform, Piclo, which helps
Distribution System Operators (DSOs) procure flexible capacity from technologies such as batteries
and demaneresponse aggregatoend energy efficiencynitiativesto meet the needs of local

electricity users.

SSEN remains committed to collaborating across the industry to help ensure there is a coordinated
and consistent transition to a DSO and continues to play a leading role in lineniiidl Open

Networks project, led by the Energy Networks Association, supported by comprehensive stakeholder
engagement.
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Delivering a smooth transition to low carbon transport

SSEN continues to actively support the growth in electric vehicles (EV)isvfoohcast to accelerate
in the coming years in response to ambitious targets set by both the UK and Scottish Governments to
phase out petrol and diesel vehicles by 2040 and 2032 respectively.

I n September 2018, SSEN’' s foMtgleddihgeantribuiionto Avenue’ W
understanding and managing the impact of EV growth on electricity networks with Ofgem awarding

SSEN a discretionary reward of £300,000 from its Low Carbon Networks Fund, the only GB DNO to

receive a discretionary award. lramgs from the project and have helped inform UK Government

legislation to mandate that all EV chargers in Britain are smart, enabling distribution network

operators (DNOSs) to safeguard, maintain and develop smarter networks to cope with the increase in

EVs in the future.

Cdzf FAEEAYI A(laE NBALRYAAOATAGASE (2 YSSiG {KSGEL YR

Foll owing Ofgem’'s decision to reject the Shetl an
SSEN is currently exploring further options to ensure long termrggof supply on Shetland at the
most economical cost.

This includes an assessment of whether a whole system solution, utilising the proposed transmission
link, represents the best value option for Shetland and GB consumers compared with alternative
opt i ons, which was one of the factors that l ed to

Upon completion of this work, SSEN expects to submit its recommendation to Ofgem on its
assessment of the options to mtednddbtheecturlerand’ s f ut
financial year.

GN

Covering Scotland and the south of England, SGN is the gas network company distributing natural

and green gas to 5.9 million homes and businesses through a network of 74,000 mains and services.

Good progress isontinuing to be made building a third distribution network in the west of Northern

Ireland comprising some 700km of new gas pipelines whitttallow up to 40,000 customers to

connect for the first time to mains natural gas. SGN nowssdsomethane plabts connected to its

GB networks, supplying enough green gas for the needsradst 175,000homes. This is good

progress towards achieving SGN's ambition of sup

Asthe current RIIGGD1 eighiyearPt e Cont r ol moves closer to its 2|
priority is to ensure all its operations are run safely for the public at large, customers, contractors

and employees. It continues to be focused on the delivery of all its outputs under tis RII

framework as well as maximising the regulatory incentives. Key priorities in operations include

meeting its 97% emergency response targets and achieving gas mains replacement 8dieis (

across both networks for 2018/19). Complementing this, thearusr experience transformation

programme is continuing to deliver enhanced customer experience, drawing on digital technology

and reducing the costs associated with providing good service to customers.

Networksbusinesseg Priorities

The prioritesfolSSE’ s Net wor ks businesses for the remaind
addition to their first goal of safe working, are to:

1 provide leading customer service, delivering required outputs and maintaining efficient
controls over expenditure;

completethe commissioning and energtion of the new Caithnes§loray link;

maintain good progress in the development and delivery of new assets;
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9 progress innovations that will improve network reliability, efficiency and customer service
and inform industrywide improvements to support the transition to a smatrt, flexible energy
system;

9 continue to adapt and prepare for the evolution of the regulatory framework for future Price
Control, RII, including maintaining effective stakeholder relationships.
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RETAIL

Retail Key Performance Indicators

Sepl8 Sep 17

Retail Businesses remaining after the proposed transaction
Energy SupplyBusiness Energy adjustéahd reported) 41.6 42.5
operating profit- Em
Energy SupplySSE Airtricity adjustg@énd reported)operating 12.0 22.6
profit - Em
Enterprise adjuste@and reported) @erating profit- £m 13.7 123
Total Remaining within SSE adjusted (and reported) operating prafin 67.3 77.4
Capital expenditureB2B, Airtricity and Enterprise£m 29.8 26.7
SSE Energy Servicgdiscontinued operations
SSE Energy ServiednergySupply (households GB) adjustec (68.7) (17.8)
(and reported)operating(loss)- £m
SSE Energy Serviedsergy Related Services (households G 6.6 10.7
adjusted(and reported)operating profit- £m
Total SSE Energy Services adjusted (and reported) operéitisg) (62.1) (7.1)
Capital expenditureSSE Energy ServiceEm 41.3 69.6
Electricity customer accounts (GB domesti) 3.61 3.90
Gas customeaccounts (GB domestie)m 2.43 2.58
Energy Related Services (GB domestin) 0.44 0.46
Total SSE Energy Services custontars 6.48 6.94
Energy customers’ accemnt s 0.57 0.47
All-lsland energy market customers (lrein 0.74 0.77
Total Retail Customer accounts 7.79 8.18
*Business Energy int55k accountge-assignedrbom GB domestic
Electricity suppliedhouseholdaverage (GB} kWh 1,480 1,542
Gas supplied household average (GB) 98 105
Business Energy Electricity SeldwWh 9,610 9,729
Business Energy Gas Seldtherms 91.9 88.2
Aged debt (GBlomestic & Airtricity - £m 115.6 103.6
Bad debt expense (GiBmestic & Airtricity- £m 23.7 24.1
Customer complaints to third parties (GB) 767 847
Smart Meters on supply Around Around

1,065,000 625,000
Introduction to the Retailbusinesses
The businesses in SSE’'s Retail segment are invol

household, business and public sector customeithé UK and Ireland. The Energy Supply and
EnergyRelated Services businesses are the subject of the planned SSE Energy Services transaction
and ar e c ur digposadndthetefore dccounted forras a discontinued operation.

SSE Businegsmergy

SSE Business Energy supplies energy to business and public sector customers throughout Great
Britain, to a market which consumes a total of around 180TWh of electricity and 8 billion therms of
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gas annually. I t ¢ cemgwhbiesemdflexsble Bi&raal geneliatiot, e r e st s i n
providing a route to markets for electricity output through standard contracts and power purchase
agreements.

In the six months to 30 September 2018, SSE Business Energy performed well across all customer
segmens . Its strong position is built on solid cor
energy needs. SHmsiness Energy was once again recognised for its customer service commitment,
ranking highly in the Citizens Advice league table that scoreslaorvestic energy providers on how

well they handle customer complaints.

SSE Business Energy continues to focus on its core market segments, whilst broadening into related
services such as energy optimisation and demand side response where there is amoipptotuse

data and technology to improve outcomes for customers. In September 2018, SSE Business Energy

| aunched a *Virtual P otwmerflexiBlé emargy managementsecviees of f er |
through Ori gami E n e r g yip castomerscuhlaciothhe wadug of the flexibilitpin m, t o
their dispatchable generation, battery storage and demand sidponse.

SSE Business Energy continues to focus on its core market segments, whilst broadening into related
services such as energy optiation and demand side response where there is an opportunity to use

data and technology to improve outcomes for customers. In September 2018, SSE Business Energy

| aunched a *Virtual P otwmer flexiBlé emargy managementsemee , of f er |
through Origami Energy’s technology platform, to
their dispatchable generation, battery storage and demand side response.

SSHnterprise

SSE Enterprise is a group of businesses that delivers esneatgglecoms services to the private and
public sector in the UK. It currently has five business areas: ContraRand/tilities, Energy
Solutionsand Telecoms. It maintains a strong focus on improving efficiency and delivering growth in
its core makets.

Telecoms

SSE Enterprise continues to grow its network and customer base following the unbundling of a
further 177 BT exchanges as well as the decision to partner Three UK and O2 to jointly invest in a
London network to enhance 4G services and en&flleservices. It has also struck a partnership with
Sky, giving customers more choice for{aske providers and positioning them as the service
provider of choice.

The business is also delivering innovation solutions, such as the work under way licel@ypfic

cabl es i n London*thanksto antimnmovatiee tpatnersisip/betiveemSSE Enterprise
Telecoms and Thames Wat&SE ended its participation in the National Broadband Plan process in
Ireland during the summer.

Energy

Innovative technlogies are also changing the energy requirements of organisations. With a rich
energy heritage, Enterprise will seek opportunities in emerging markets such as electric vehicles. For
example, Enterprise has now installed 782 charge points for electriclgslacross London and

delivered infrastructure for electric bus charging at Waterloo bus station.

In additionto EV charging solutionSSE Enterprise Utilities aims to be a leader in rutiliiy
infrastructure and distributed energy networks. The besis is well placed to develop propositions

in the dynamic marketplace of distributed energy. Slough Heat and Power continues to be focused
on the growth of its private electricity, steam and water networks.

SSE Enterprise Energy Solutions hetganisations use their energy more effectively. It will seek
alignment opportunities within Enterprisemost especially with the Utilities division. It now has over
100,000meter points in its energy visualisation platform Business Energy IntelligeBte (B
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SSHirtricity

SSE's retail arm in Ireland, SSE Airtricity, is the only retail energy brand that operates in each of the
competitive gas and electricity markets across the island. There continues to be advantage in energy
groups in Ireland combiningower production and energy supply to households and businesses. This

i s exemplified by Generation Green, a campaign w
renewable energy with a customer proposition based on using 100% green energy.

At 30 Setember 2018, SSE Airtricity supplied electricity and natural gas to 0.7 million household and
business customer accounts in the Republic of Ireland (ROI) and Northern Ireland (NI), making it the
secondlargest provider of energy and related services ia tombined market.

SSE EnerdyervicegHeld for disposal)

SSE Energy Services remains one of the largest suppliers operating in the household energy market in
Great Britain. I't compri ses -'8l&dfl'sesvicabbusimessietsi ¢ ener ¢
Great Britain. It is the subject of the planned transactionwitm o gy SE’' s subsi di ary,
create a new, independent energy supplier. On 10 October 2018, the CMA announced the final

results of its investigation stating that the transactiorspd no threat to competition.

Preparing for the combination of SSE Energy Services and npower and listing of the new company is
complex process, which is required to be undertaken in line with the rules and obligations governing

such matters and in a wathat is consistent with the fact the two companies continue to compete in

the market. The Default Tariff cap including the methodology and input data underpinning it, and

the process for future adjustments, is similarly complex, with the final decisiolysheing

announced in early November. The period for app
transaction also did not conclude until November.

SSE anthnogy SE have entered into discussions and are working together regarding potential
changes tdhe commercial terms of the planned transaction. These discussions are expected to take
place over several weeks and an update on their progress will be proaglsdon as possible abg
mid-December. Itis likely thacompletion of the proposed cobination will be delayed beyond Q1
2019, but all work to seek to achieve the formation and listing of the new company will continue.
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In its fultyear results statement for 2017/18, SSE set out foyrdteategic priorities for SSE Energy
Services. It also identified digitalising the business and the way in which it serves customers as a key
enabler to each of these objectives.

Attracting and retaining more customer&:he market for energy and relatesgrvices in Great

Britain remains intensely competitive, with over 70 suppliers competing for customers and around 3
million customers switching their electricity provider in the six months to 30 September according to
Energy UK statistics. Although SS&@@nServices regrettably had to implement an average 6.7%
dual fuel price increase in July 2018, SSE works hard to price as competitively as possible and is one
of the only major suppliers not to have increased prices twice in 2018, despite a sigraficant
sustained increase in wholesale energy prices. Against such a competitive backdrop, to attract and
retain customers more effectively suppliers must find new and innovative ways to offer value to
customers beyond simply price. With that in mind, SSEcbasnued to develop new and innovative
propositions, with a new range launched to market in August. Since their launch, around 40 percent
of new tariff sigrups have been to these valmmsed propositions, rather than simply the cheapest
priced energy taff on offer.

Reducing operating costs

Efforts to reduce operating costs are increasingly pressing given the imposition of the default tariff
cap by Ofgem, which will come into foree 1 January 2019. SSE supports the development of a
healthy, wellfunctioning competitive market and continues to believe the competition described
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above, not caps, best serves the lelegm interests of customers. The level at which the cap has
been set is disappointing an deflactve. Ihioctearframrits SSE’ s v
statutory consultation that Ofgem expects all suppliers should be able to achieve-dmatile

operating costs, which will be strongly influenced by new entrants with a number of cost advantages
and therefore presents more ealished suppliers with a significant challenge. Against this backdrop
of planned price controls and fierce competition, SSE continues to work hard to minimise its
controllable costs and become as efficient as possible. In the six months to 30 Sept@hddr 2
delivered further recurring cost savings through initiatives to increase efficiency. Over the coming
months, while making the necessary preparations for implementation of the price cap, SSE will
continue to seek ways to drive out costs while maimitag a focus on delivering the right outcomes

for customers, including enhanced deployment of digital services for customers.

Delivering the smart meter rolbut in a safe, coseffective and customercentric way

SSE believes strongly in the potentialdorart meters to transform its relationship with customers

and is focused on delivering its obligation to roll out smart meters in a way which is safe, minimises
the costs and maximises the benefits for customers. In the six months to 30 September 218, SS
reached a significant milestone and has well over one million smart meters on supply. During the
same period, SSE began rolling out small volumes of the enduring SMETS2 meters ahead of a full
transition from SMETS1 to SMETS2 in 2019. In line with itkRiamtSSE continues to perform well
compared to industry benchmarks on safety, customer satisfaction, electronic billing and energy
efficiency advice, according to the BEIS quarterly benchmarking report. While progress has been
good, the programme contires to face issues in the form of outstanding technical constraints on
meter functionality and central system infrastructure. The key challenge, however, is around driving
customer demand for smart meters. SSE has introduced exclusive offers for custakirggsa smart
meter and SSE continues to support the work of Smart Energy GB to raise awareness and interest in
smart meters more generally.
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SSE recognises that energy is an essential service and it therefoaeunique responsibility to look

after its customers. It is committed to building on its custornentric culture by putting customers

at the heart of its decisiomaking and, with this in mind, has established Customer Forums to

under st and wswnstopsimluding smart, vailnerability, affordability, electric heating,

and the proposed merger with npower. SSE continues to perform well in key external benchmarking
surveys and remains consistently among the best performers in the Citizens Adgigy supplier

performance rankings, which assess suppliers on service provision across five different categories. In
Ofgem’ s biyearly complaint handling report, publ
of all suppliers assessed for the profon of complaints resolved and customer satisfaction with

how their complaint was handled. As part of further efforts to improve online services for customers,

a simplified online account setup process has seen conversion increase from less than 566 to ov

80%. As reflected in its achievement of the British Standard for Inclusive Service Provision, SSE
recognises that any customer can be vulnerable at different times and that this will require it to be
adaptable and flexibledsin how it meets customers

Retailbusinesseg Priorities

The priorities for SSE’'s Retail businesses for t
to their first goal of safe working, are to:

9 continue thepreparationgto form and listthe new company combininBSE Energy Services
and npower

maintain high standards of service for all customers;

continue the development of Business Energy, complementing other businesses in the SSE
group;
i take forward opportunities to create value in SSE Enterfmsenessesand
43



T enhance SSE Enterprise’s capabilittemi n develc
visibility of earnings.
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Alternative Performance Measures

When assessing, di s hes s@rmofuipmanrdc i mdmsme ) ®@mema n cree,f er to measur e
performance mamegsewmees. afdenet defined or specified under 1 nt
such are considered to be(APMByrhetinatuiPerf APManaereMBpasubvesfor
including other partnduptamnys Aaocdrheki nGylowwp APMs wused by the Gr
within shenGusupy.

t dzN132 a $

APMs are used hydmaompgpemésbntand assess historical perfor manc e
reporting periods. These measures provide an ongoi ngataemrdi alolnys
nomecur ritnrgo !l luanbcloen or exceptional. These measures can be cl ass

1 Profit measures allow management to assess and benchmark underlying business performance during the year. They are
primarily used by operational magement to measure operating profit contribution and are also used by thedBoaassess
performance against business plan.

T Capital measures allow management to track and assess the |
assetsand projects against their investment cases, including the expected timing of their operational deployment.

1 Debt measures allow management to record and monitor both ¢
and liquidity position.

Thfeol | owing table explains the key APMs applied by the Group a

Closest
equivalent IFRS

Group APM Purpose measure Adjustments to reconcile to primary financial statements
Adjusted EBITDA| Profit Operating profit 1 Movement on operating and-f
(earnings before | measure measurements’)
interest, tax, 1 Exceptional items
depreciation and 1 Share of joint ventures and associdtegerest and tax
amortisation) 1  Depreciation and amortisation before exd&mal charges

T Share of joint venture and

amortisation

1 Release of deferred income
Adjusted Profit Operating profit T Movement on operating and-f
operating profit measure measurements’)

1 Exceptional items

9 Share of joint ventures and associdtegerest and tax
Adjusted profit Profit Profit before tax f Movement on operating and-f
before tax measure measurements’)

1 Exceptional items

1 Interest on net pensioassets/liabilities (IAS 19R)

9  Share of joint ventures and associdtex
Adjusted net Profit Net finance costs 1 Movement on financing derivatives
finance costs measure 91  Share of joint ventures and associdtegerest

1 Interest on net pension assets/liabiés (IAS 19R)
Adjusted current | Profit Tax charge 91 Share of joint ventures and associdtix
tax charge measure 1 Deferred tax including share of joint ventures and associates

I Tax on exceptional items and certainmeasuremens

1 Reclassification of tdiabilities
Adjusted Profit Earnings per 1 Exceptional items
earnings per measure share 1 Movements on operating and financingd i vat i ve-s
share measurements’)

1 Interest on net pension assets/liabilities (IAS 19R)

1  Deferred tax including share ffint ventures and associates
Adjusted net Debt measure| Unadjusted net 1 Hybrid equity
debt and hybrid debt 9 Outstanding liquid funds
capital 1 Finance leases

9 Cash presented as held fdisposal
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Investment and Capital Capital additions 1  Other expenditure
capital measure to Intangible 9  Customer funded additions
expenditure Assets and 1 Allowances and certificates
(adjusted) Property, Plant 1 Disposed additions

1

and Equipment Joint ventures and associate additions

wtiAz2ylFtS F2NJ I RedaAaldyYSyida

| R2dzaGYSy a8l aadzNBENRFA

M az2@dSYSyld 2y 2LISNI (A YIS NYRESF AMBPGSYHAARSNA DI A BSa

This adjustment can be designated between operating and financ

Operating derivatives &@reE&neogyr Potrds foeheeatManhagE&Emeapf buwat dowr

options to buy or sell electricity, gas and othes dcomendtdii ¢ i e
business energy supply operating wunitrstaiom dfo tolpdd eni s@nttrhec tvsa
derivative financial instruments under | FRS 9 andr asalswe hofar el

commodity contracts designatedefdsctERS i @ 1t hean micadbtneeri treditart lemee
measurejjnbese are not considered revenue as there hatThéeGnounp

shows the change in the faiparvaatledey oafenatthkeesse niaorréwreernd cd osntratc t
underlying performance of its operating segments duee tobhd he
contracitredr evagreue when t hededn dyeernkdydi vl wiolmimopi ¢ gomisnant | be w
mont hs. Conversely, commodity contracts that ‘cawne’ wsoet rfaicrt asn ainal
consequently not recoeldiederuend idnd hteh e oenonotdri @ ¢yt iiss dsett | ed.
Financing derivatives include all/l fheeidrg ev aalcuceo-taa t e { $na i kk ewe $
derivatives, cash fl ow fherdgiegna cexamda e fdognbdgrept taxdemaer ed i nt
manage its banking and |liquidity requirements as welluras. ris
Changes in the fair value of t hose sftiantaennteintg rdaesicipvaantdiecVipise t asr e
Group shows the change in the fair vahuweardkfett hmosve memrtwadrsd ncoan
underlying performance of its operating segments.

Themeasurements arising from operating and financing derivat
understanding of the underlying performance of the Group.

H 9EOSLIIA2yLE LGSYA

Exceptional charges btheceefljtareaocdnsheéetad ehfisoab by nature
di sclosure is required for the underl yFogthperfexmhanatbodnther
an item asimagtapgedonal Nbse 2 (iii).

o {KINB 2F 22Ayi QOSySIINBNSDE HWR Gl1aE 2 OA 1 (54
This adjustment c &m o%sph asrpel iotf bieGtmegcesls atr weaof $theey from its inve
accounted joindi aatems.ures and asso

The Group is required to f(epeorat ipigodfi wafibiretd oirpgsoif @t @ rad & tefr a tt hext &
accounted joint ventures and associates. Howewiest edoy ofmteraeat
reports its adjusted profit measures before its share of the i
n LYGSNBad 2y ySi LSyaizy FaaSdiaktAloAftAdASa oL! { wmdbwo

The Groiupt erest charges rneliatni nsgc hteanede fairree dd elré nveefdi tf rppem t he ne
valued wunder I AS 19R. This wildl mean that the charge Irecogni
assumptions such as indvaitd onnanrde dd tsatoamdantr av elsat iTloi ty der i\
refl ect icrags ht meatnuare of t hese changetss, atdheu sGreodu pp reoxfciltu dmeesa stuhreesse.
p 5SFTSNNBR (Gl E

The Group adjusts for defedr edqf taxd j wisét erda teminvhii INnggsatpedrdjsthad ee f

taReferred tax arises as a result of di fferences in Btsowomnt i
charges. As t hmmiGrtoeudp troe matismsom@oi ng capital programme, the |
accordingly the Group excludes these fadgmsitted ARIN uwast dptraexodrn tt e
of a reol assgiusitmenit9o from current to deferred tax, in respect
| R2adzadySyita G2 5So6i0 YSI adaNB

c I BONRR OFLRAUGLHE

The <char actee rthiggshtmiicds coafpi t al securities meanattthery tqluand i H8ebtf ou
Consequently, their coupon payments are presented wiplymendisvi

are not i rsclauddmudotfiend SibeEd »uree t alkn or deirnd opmaowiseeend ftrodrml sd wmde s
sharehol ders, SSE presents its adjusted tnethetbeGitonme axgu rpe sii nd lot
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Outstanding |iqgquid falndlsbyr®o BrStEe rcpaasrht ibeasl aansc ecso lhl at er all at t he
are uftord iskee purposes of .calacahnsatwinghaaj matedi ngtofdebéess t han
adjust ment . dTlelse t@riosu pa dijnucsitune nt h@rno'sioprf duenrd i thay Itpeotstieri ornef | ect

y CAylLyOS tSIaSa
SSsE reported | oans and borrowings include finance h eMasrec hlwoaobdi |

Power Limatednowhdichectly related to the external financing of
net debt and hybrid capitdsl umedaesrulryei g fbuendiemrg rpddietciton hwei tGhr oil

b Kl &INBaSy(SHRAFLE KSHER F2NJ

A balance of cash hasdi bpaessaiptr ewsielnlt elde adi shped sde df oaf on compl et
continues to fund these businesses t heroonutg hn uientteor cdbampsam yu n toialn s
included within these businesses has been included as an adj u:¢

| RedzalySyida G2 /I LISE aSladNB

Mn hiGKSNJ SELISYRA G dzNB

Ot her expenditure primderkbgogripsededeselsapmenqueakpegndi ture wk
Gr osuapongoing capital position.

MM / dzaG2YSNI FdzyRSR F RRAGAZ2Y A

Customer funded additions represents additions t &i eekesscet harce ty
directly fundesheabdye ecru se¢xoerdewrdsed ttho deuhderregf hgectnvaset @enupposi
MH ! ff26lyO0Sa IyR OSNIATAOIGSA

Al l owances and certifilkaneemicosnisonss @lfl opwarEecheassteals ecdageaee awa leld

certificates (ROCs) ansttagprixapagimndd tinuwreds tatinedti i bet her Gr'estipreést men:
in enduring operational assets.

Mo ! RRAGAZ2Yya GKNRdAzAK o6daArySaa O2YoAyliAazya

I n txhemosit hs ended 30 September 2018, the Group acquired 50%
consolidation of Seagreen, £142. 7m GBf cohoesoll opmadedrtd ansatmgwhs e
removoenhdffust ed i nvest mentasand ovapi tholt ax percdi tclarpd t al expendit

mn ! RRAGAZ2ya adomaSldsSyidte RA&aLRASR
There were no additions subsequentl y diAsdpdoisteido nisn stulbes edjiude nind it

prior year represent capital additions related to Ferrybrid
Technol oghoets@) llnc. (see

Mp W2AYyi @SyiddNBa yR ada20A1G8a | RRAGAZ2YA
Joint ventures andreasssaicadesngapdovi dasidt epgrorcamdg eeneenrttusr ei n 1 «

capital expenditure projects. Thssubsasobednr acclowd# eérdd et lhe tp it =t
the Grawspebjbastefi Rance 'sr giosiendt bvye ntthuer e®&r damml| wdesd ciimttelsi $ sadj u

LYLIOG 2F GKS {{9 9ySNHe& {SNWAOSa RAaalLlRalf 2y (KS DNRdZIQE !t a

The following metrics have bexr|l adjudthed ciltm 8&IEp u (B ewrhiM ocdhe shparse sk
presented as a discontinued operation as at 30 September 2018

6.1 Adjusted EBITDA,
1  Adjusted operating profit:
1  Adjusted profit before tax;
1 Adjusted current tax charge; and
1 Adjusted earnings per share.

‘Adj usted net de'atn‘dannvce shymemitd anap'it@aspe tmdt ebkpemdadjuw etteod fausn dt h e
SSE Energy Services and will continue to do debtakhdi nher damp
funding to the disposal group continues to eliminshedjoastednsael
finaneeascswuste.
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The following table summarises the impact of excluding SSE Energy Seowictte continuing APMs:

March September September September
2018 2018 2017 2016
£m £m £m £m
2,721.1 Adjusted EBITDA of SSE Group (including SSE Energy Services) 769.6 1,002.5 1,068.5
330.7 Less: SSE Energy Services (40.5) 3.9 (25.1)
2,390.4 Adjusted EBITDA of continuing operations 810.1 998.6 1,093.6
1,828.7 Adjusted operating profit of SSE Group (including SSE Energy Services) 386.2 586.2 637.2
278.7 Less: SSE Energy Services operating loss (62.1) (7.1) (35.8)
1,550.0 Adjustedoperating profit of continuing operations 448.3 593.3 673.0
1,453.2 Adjusted profit before tax of SSE Group (including SSE Energy Services) 184.3 409.6 475.8
278.7 Less: SSE Energy Services (62.1) (7.1) (35.8)
1,174.5 Adjusted profit before taxof continuing operations 246.4 416.7 511.6
130.7 Adjusted current tax of SSE Group (including SSE Energy Services) (0.3) 38.0 57.1
48.2 Less: SSE Energy Services (0.9) 6.5 (5.0)
82.5 Adjusted current tax of continuing operations 0.6 31.5 62.1
121.1 Adjusted earnings per share of SSE Group (including SSE Energy Services) 13.6 31.2 34.2
22.8 Less: SSE Energy Services (6.0) (1.4) (3.1)
98.3 Adjusted earnings per share of continuing operations 19.6 32.6 37.3
The remaining APMs presented on the following pagesyalServnclkes

as a discontinued operation.
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The table below reconciles the adj ussoétcepretrifrouinag ceEpreoesgisiua res d
March September September September
2018 2018 2017 2016
£m £m £m £m
1,550.0 Adjusted operating profit 448.3 593.3 673.0
(375.5) Adjusted net finance costs (201.9) (176.6) (161.4)
1,174.5 Adjusted profit before tax 246.4 416.7 511.6
(82.5) Adjusted current tax charge (0.6) (31.5) (62.1)
1,092.0 Adjusted profit after tax 245.8 385.2 449.5
(98.5) Hybrid coupon paid (46.6) (57.4) (73.9)
Adjusted profit after tax attributable to ordinary shareholders for
993.5 earnings per share (EPS) 199.2 327.8 375.6
1,010.9 Number of shares for Earnings per Share 1,015.7 1,005.3 1,008.0
98.3 Adjusted Earnings per Share 19.6 32.6 37.3
2,390.4 Adjusted EBITDA 810.1 998.6 1,093.6
(744.9) Depreciation, impairment and amortisation, before exceptional charges (312.8) (359.2) (360.7)
20.6 Release of deferred income 8.8 8.9 8.5
(116.1) Share of joint ventur es anomigitiom s s (57.8) (55.0) (68.4)
1,550.0 Adjusted operating profit 448.3 593.3 673.0
1,550.0 Adjusted operating profit 448.3 593.3 673.0
(85.8) Movement on operating and joint venture financing derivatives (564.0) 235 162.7
(156.4) Exceptionaitems 21.3 7.9 59.1
(150.4) Share of joint ventures and ass: (70.9) (68.2) (63.4)
1,157.4 Reported operatingloss)/profit (165.3) 556.5 831.4
1,174.5 Adjustedprofit before tax 246.4 416.7 511.6
(118.8) Movement onoperating and financing derivatives (524.4) (0.5) 142.6
(156.4) Exceptional items 21.3 7.9 59.1
2.9 Interest on net pension assets/liabilities 5.4 1.2 (6.1)
(37.8) Share of joint ventures and associates tax (14.0) (16.0) 3.6
864.4 Reported(loss)/profit before tax (265.3) 409.3 710.8
375.5 Adjusted net finance costs 201.9 176.6 161.4
33.0 Movement on financing derivatives (39.6) 24.0 20.2
(1126) Share of joint ventures and ass: (56.9) (52.2) (67.1)
(2.9) Interest on nefpension assets/liabilities (5.4) (1.2) 6.1
293.0 Reported net finance costs 100.0 147.2 120.6
82.5 Adjusted current tax charge 0.6 315 62.1
(378) Share of joint ventures and ass: (14.0) (16.0) 3.6
288.1 Deferred tax including shaa joint ventures and associates 23.0 25.2 28.8
(101.3) Reclassification of tax liabilities - - -
(115.1) Tax on exceptional items and certainmeasurement (91.7) 1.1 (23.4)
116.4 Reported tax (credit)/charge (82.1) 41.8 71.1
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(9,221.8) Adjusted net debt and hybrid capital (9,892.7) (9,245.8) (8,995.4)
1,169.7 Hybrid equity 1,169.7 2,209.7 2,209.7
(8,052.1) Adjusted net debt (8,723.0) (7,036.1) (6,785.7)
(75.1) Outstanding liquid funds (361.6) (36.7) (88.5)
(251.1) Finance leases (239.4) (265.5) (290.6)

- Cash presented as held fdisposal (86.3) - -
(8,378.3) Unadjusted net debt (9,410.3) (7,338.3) (7,164.8)
1,503.0 Investment and capital expenditure (adjusted) 783.4 779.5 782.4
82.0 Customer funded additions 50.9 317 48.1
712.9 Allowances and certificates 304.8 225.2 170.1

- Additions through business combinations 142.7 - -

60.6 Additions subsequently disposed - 29.9 15.6
(110.3) Joint ventures and associates additions (135.5) (44.8) (42.5)
2,248.2 Capitaladditions to Intangible Assets and Property, Plant and Equipmel 1,146.3 1,021.5 973.7
794.0 Additions to Intangible Assets 476.2 250.8 262.5
1,454.2 Capital additions to Property, Plant and Equipment 670.1 770.7 711.2
2,248.2 Capital additions tdntangible Assets and Property, Plant and Equipmer 1,146.3 1,021.5 973.7
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Condensed Interim Statemest
Consolidatedncome Statement
for the period 1April 2018 to 30 September 2018

2018 2017
Before Exceptiona Before Exceptional
exceptional |items and exceptional items and
items and certain re items and certain re
certain re measure certain re measure
measure ments measure ments
ments (note 6) Total ments (note 6) Total
Note £m £m £m £m £m £m
Continuing operations
Revenue(i) 5 3,334.6 - 3,334.6 10,719.7 - 10,719.7
Cost of sale® (2,517.2) (565.4) (3,082.6) (9,722.8) 21.4 (9,701.4)
Gross profit 817.4 (565.4) 252.0 996.9 21.4 1,018.3
Operating costs (503.3) (67.1) (570.4) (563.4) - (563.4)
Other operatingncome 14.3 88.4 102.7 34.8 7.9 42.7
Operating profit/(loss) before joint ventures and
associates 328.4 (544.1) (215.7) 468.3 29.3 497.6
Joint ventures and associates:
Share of operating profit 119.9 - 119.9 125.0 - 125.0
Share of interest (56.9) - (56.9) (52.2) - (52.2)
Share of movement on derivatives - 1.4 14 - 21 2.1
Share of tax (13.8) 0.2) (14.0) (15.6) (0.4) (16.0)
Share of profit on joint ventures and associates 49.2 1.2 50.4 57.2 1.7 58.9
Operatingprofit/(loss) 5 377.6 (542.9) (165.3) 525.5 31.0 556.5
Finance income 7 41.4 - 41.4 44.6 - 44.6
Finance costs 7 (181.0) 39.6 (141.4) (167.8) (24.0) (191.8)
Profit/(loss)before taxation 238.0 (503.3) (265.3) 402.3 7.0 409.3
Taxation 8 (9.6) 91.7 82.1 (40.7) (1.1) (41.8)
Profit/(loss) from continuing operations 228.4 (411.6) (183.2) 361.6 5.9 367.5
Discontinued operations
Loss from discontinued operation, net of tax 9 (61.2) - (61.2) (10.3) - (10.3)
Profit/(loss) for the period 167.2 (411.6) (244.4) 351.3 5.9 357.2
Attributable to:
Ordinary shareholders of the parent 120.6 (411.6) (291.0) 293.9 5.9 299.8
Other equity holders 46.6 - 46.6 57.4 - 57.4
(Losses)/earnings per share
Basiqlosses)éarnings per share (pence) 11 (28.6) 29.8
Diluted(losses)éarnings per share (pence) 11 (28.6) 29.8
(Losses)/earnings per shaecontinuing operations
Basiqlosses)éarnings per share (pence) (22.6) 30.8
Diluted(losses)éarnings per share (pence) (22.6) 30.8

(i) In the six months ended 30 September 2818 Group has adoptd#RS 15 (see note 3.@hich has resulted in £7,827.0m of revenue and costs of sales
being presented net in the income statemdritisadjustment has no impact on gross prafitcashflows

The accompanying notes are an integral part of this interim st
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Consolidated Income Statement
for the year ended 31 Marc2018

Before Exceptional
exceptional items and
items and certain re
certain measure
re-measure ments
ments (note 6) Total
Note £m £m £m
Continuing operations
Revenue 5 27,250.4 - 27,250.4
Cost of sales (24,884.5) (89.1) (24,973.6)
Gross profit 2,365.9 (89.1) 2,276.8
Operating costs (1,147.2) (156.4) (1,303.6)
Other operating income 38.0 - 38.0
Operating profit before joint ventures and associates 1,256.7 (245.5) 1,011.2
Joint ventures and associates:
Share of operating profit 293.3 - 293.3
Share of interest (112.6) - (112.6)
Share of movement on derivatives - 3.3 3.3
Share of tax (37.2) (0.6) (37.8)
Share of profit on joint ventures and associates 143.5 2.7 146.2
Operating profit 5 1,400.2 (242.8) 1,157.4
Finance income 7 102.1 - 102.1
Finance costs 7 (362.1) (33.0) (395.1)
Profit before taxation 1,140.2 (275.8) 864.4
Taxation 8 (231.5) 115.1 (116.4)
Profit from continuing operations 908.7 (160.7) 748.0
Discontinued operations
Profit/(loss) from discontinued operation, net of tax 9 230.6 (58.5) 172.1
Profit for the period 1,139.3 (219.2) 920.1
Attributable to:
Ordinary shareholders of the parent 1,040.8 (219.2) 821.6
Other equity holders 98.5 - 98.5
Earnings per share
Basic earnings per shafgence) 11 81.3
Diluted earnings per share (pence) 11 81.2
Earnings per share continuing operations
Basic earnings per share (pence) 64.3
Diluted earnings per share (pence) 64.2

52




Consolidated Statement of Oth&@omprehensive Income
for the period 1 April2018to 30 SeptembeR018

Year Six months  Six months
ended 31 ended 30 ended 30
March September ~ September
2018 2018 2017
£m £m £m
920.1 (Loss)/profit for the period (244.4) 357.2
Other comprehensive income:
Items that will be reclassified subsequently to profit or loss:
(29.5) Net gains/(losses) on cash flow hedges 4.3 (9.4)
1.4 Transferred to assets and liabilities on cash flow hedges 2.7 4.7
5.0 Taxation on cash flow hedges (0.7) 1.6
(23.1) 6.3 (3.1)
14.4 Reversal of unrealised losses following disposal of investments, recognised in income statement - -
(6.9) Share of other comprehensive income/(loss) of joint ventures and associates, net of taxation 0.7 3.0
27.8 Exchange difference dranslation of foreign operations 10.9 36.4
(18.3) Loss on net investment hedge, net of taxation (14.0) (21.8)
(6.1) 3.9 14.5
Items that will not be reclassified to profit or loss:
178.6 Actuarial gains on retirement benefit schemes, netasfation 28.9 64.1
47.3 Share of other comprehensive income of joint ventures, net of taxation 11.1 13.0
225.9 40.0 77.1
219.8 Other comprehensive income, net of taxation 43.9 91.6
1,139.9 Total comprehensive (loss)/income for the period (200.5) 448.8
Attributable to:
1,041.4 Ordinary shareholders of the parent (247.2) 391.4
98.5 Other equity holders 46.6 57.4
1,139.9 (2005) 448.8
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Consolidated Balance Sheet

as at 30 Septembe2018

At
31 March
2018
£m
Assets
13,121.7 Property, plant and equipment
707.7 Goodwill and other intangible assets
977.0 Equity investments in joint ventures and associates
781.0 Loans tgoint ventures and associates
4.8 Other investments
294.7 Deferred tax assets
336.4 Derivative financial assets
572.1 Retirement benefit assets
16,795.4 Non-current assets

712.5 Other intangible assets
225.9 Inventories

4,071.7 Trade and other receivables
232.2 Cash and cash equivalents

1,060.1 Derivative financial assets
117.2 Assets held fodisposal

6,419.6 Current assets

23,215.0 Total assets

Liabilities

650.3 Loans and other borrowings
4,977.6 Trade and other payables

117.9 Current tax liabilities

20.6 Provisions
1,253.1 Derivative financial liabilities
- Liabilities held fodisposal

7,019.5 Current liabilities

7,960.2 Loans and otheborrowings
1,002.8 Deferred tax liabilities
385.3 Trade and other payables
812.5 Provisions
237.6 Retirement benefit obligations
566.9 Derivative financial liabilities
10,965.3 Non-current liabilities
17,984.8 Total liabilities
5,230.2 Net assets

Equity:
511.5 Share capital
890.3 Share premium
34.8 Capitalredemption reserve
(15.5) Hedge reserve
43.3 Translation reserve
2,596.1 Retained earnings

4,060.5 Equity attributable to ordinary shareholders of the parent

1,169.7 Hybrid equity
5,230.2 Total equity attributable to equity holders of the parent
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At At
30September 30 September
2018 2017
Note £m £m
13,016.5 12,977.1
662.9 725.9
1,109.3 983.9
750.5 825.0
2.9 115
280.1 304.7
16 890.3 515.7
17 518.5 514.1
17,231.0 16,857.9
285.5 271.8
200.9 284.0
2,608.4 2,594.0
76.7 1,199.6
16 2,919.1 1,037.4
9 1,458.2 130.2
7,548.8 5,517.0
24,779.8 22,374.9
13 897.5 1345
2,965.3 3,375.4
86.7 253.3
12.3 30.3
16 3,374.5 1,025.0
9 831.3 -
8,167.6 4,818.5
13 8,589.5 8,403.4
904.2 802.2
413.6 465.3
823.6 765.9
17 136.8 350.8
16 1,280.3 693.3
12,148.0 11,480.9
20,315.6 16,299.4
4,464.2 6,075.5
15 517.2 511.3
885.4 875.0
34.8 34.8
(8.5) 14.4
40.2 48.4
18254 2,381.9
3,294.5 3,865.8
14 1,169.7 2,209.7
4,464.2 6,075.5




Consolidated Statement of Changes in Equity

for the period 1 April2018to 30 SeptembeR018

At 1 April 2018

Totalcomprehensive
income for the period
Dividends to shareholders
Scrip dividend related
share issue

Distributions to hybrid
equity holders

Issue of shares

Credit in respect of
employee share awards
Investment in own shares

At 30 September 2018

At 1 April 2017

Total comprehensive income
for the period

Dividends to shareholders
Scrip dividend related share
issue

Distributions to hybrid equity
holders

Issue of shares

Share repurchase

Credit in respect of employee
share awards

Investment in own shares

Total
Share Capital attributable
premium  redemption Hedge Translation Retained to ordinary Hybrid

Share capital account reserve reserve reserve earnings shareholders equity Total
£m £m £m £m £m £m £m £m £m
5115 890.3 34.8 (15.5) 43.3 2,59.6 4,063.0 1,169.7 5,232.7
- - - 7.0 (3.1) (251.0 (2471 46.6 (200.9

- - - - - (672.5) (672.5) - (672.5)

5.7 (5.7) - - - 141.8 141.8 - 141.8

- - - - - - - (46.6) (46.6)

- 0.8 - - - - 0.8 - 0.8

- - - - - 10.4 10.4 - 10.4

- - - - - (1.9) (1.9) - (1.9)
517.2 885.4 34.8 (8.5) 40.2 1,825.4 3,29%4.5 1,169.7 4,464.2

(i) Opening reserves at 1 April 2018 have been increased by £2.5m following adoption of IFRS 15 (see note 3.2).
Share Capital Total attributable
Share premium redemption Hedge Translation Retained to ordinary Hybrid

capital account reserve reserve reserve earnings shareholders equity Total
£m £m £m £m £m £m £m £m £m
507.8 885.7 26.5 14.5 338 2,5%.5 4,0628 2,209.7 16,2725
- - - (0.2) 14.6 376.9 391.4 57.4 448.8

- - - - - (638.3) (638.3) = (638.3)

11.8 (11.8) - - - 324.5 324.5 - 324.5

- - - - - - - (57.4) (57.4)

- 1.1 - - - - 1.1 - 1.1

(8.3) - 8.3 - - (270.5) (270.5) - (270.5)

- - - - - 7.4 7.4 - 7.4

- - - - - (12.6) (12.6) - (12.6)
511.3 875.0 34.8 14.4 48.4 2,381.9 3,865.8 2,209.7 6,075.5

At 30 September 2017
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Consolidated Statement of Changes in Equity
for the year ended 31 Marc2018

Total equity
Share Capital Total attributable attributable to
Share premium redemption Hedge Translation Retained to ordinary Hybrid  equity holders
capital account reserve  reserve reserve earnings shareholders equity of the parent
£m £m £m £m £m £m £m £m £m
At 1 April 2017 507.8 885.7 26.5 145 338 2,5%.5 4,0628 2,209.7 6,272.5
Total comprehensive - - - (30.0) 95 1,061.9 1,0414 98.5 1,1399
income for the year
Dividends to shareholders - - - - - (926.1) (926.1) - (926.1)
Scrip dividend related 12.0 (12.0 - - - 3316 331.6 - 331.6
share issue
Distributions to hybrid - - - - - - - (98.5 (98.5)
equity holders
Redemption of Hybrid - - - - - (92.4) (92.4) (1,040.0) (1,132.4)
Issue of shares - 16.6 - - - - 16.6 - 16.6
Share repurchase 8.3 - 8.3 - - (371.6) (371.6) - (371.6)
Credit in respect of - - - - - 18.0 18.0 - 18.0
employee share awards
Investment in own shares - - - - - (19.8) (19.8) - (19.8)
At 31 March 2018 511.5 890.3 34.8 (15.5) 43.3 2,5%.1 4,0605 1,169.7 5,230.2
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Consolidated Cash Flow Statement
for the period 1 April2018to 30 SeptembeR018

Year Six months Six months
ended 31 ended 30 ended 30
March September September
2018 Note 2018 2017
£m £m £m
1,157.4 Operating (loss)/profit continuing operations 5 (165.3) 556.5
221.8 Operating (loss)/profit discontinued operations (62.1) (7.2)
1,379.2 Operating (loss)/profit- total operations (227.4) 549.4
(146.2) Less share of profit of joint ventures and associates (50.4) (58.9)
1,233.0 Operating profit before jointly controlled entities and associates (277.8) 490.5
(39.5) Pension service charges less contributions paid (20.3) (18.1)
89.1 Movement onoperating derivatives 16 565.4 (21.4)
1,036.8 Depreciation, amortisation, write downs and impairments 316.1 363.2
21.7 Charge in respect of employee share awards (before tax) 10.4 7.4
(34.9) Profit on disposal of assets and businefses (75.9) (33.7)
(20.5) Release of provisions 3.7) -
(20.6) Release of deferred income (8.8) (9.6)
2,265.1 Cash generated from operations before working capital movements 505.4 778.3
43.2 Decrease/(increase) in inventories 24.1 (14.9)
(313.1) Decrease imeceivables 849.5 1,159.9
(97.8) Decrease in payables (993.5) (1,177.9)
(7.9) Decrease in provisions 7.5 (14.3)
1,889.5 Cash generated from operations 393.0 731.1
171.9 Dividends received from joint ventures and associates 58.3 42.3
(201.8) Interest paid (117.6) (72.8)
(132.2) Taxes paid (14.6) (63.7)
1,727.4 Net cash from operating activities 319.1 636.9
(1,486.6) Purchase of property, plant and equipment (672.4) (804.0)
(71.7) Purchase of other intangible assets (56.2) (25.7)
12.2 Deferred income received 3.7 6.4
151.5 Proceeds from disposals 12 203.7 120.7
(140.4) Loans and equity to joint ventures and associates (141.9) (86.7)
128.0 Loans and equity repaid by joint ventures 110.1 60.5
- Increase in othenvestments - (0.2)
(1,407.0) Net cash from investing activities (553.0) (729.0)
16.6 Proceeds from issue of share capital 0.8 1.1
(594.5) Di vidends paid to the company’s equi't (530.7) (313.8)
(1,132.4) Redemption of hybrid equity - -
(98.5) Hybridequity couponpayments 14 (46.6) (57.4)
(19.8) Employee share awards share purchase (2.9) (12.6)
859.0 New borrowings 766.4 553.0
(175.4) Repayment of borrowings (26.0) (35.1)
1.4 Settlement of cashflow hedges 2.7 -
(371.6) Repurchase of own shares - (270.5)
(1,515.2) Net cash from financing activities 164.7 (135.3)
(1,194.8) Net decrease in cash and cash equivalents (69.2) (227.4)
1,427.0 Cash and cash equivalents at the start of period 232.2 1,427.0
(1,194.8) Net decrease in cash and cash equivalents (69.2) (227.4)
- Transfer to held fodisposal (86.3) -
232.2 Cash and cash equivalents at the end of period 76.7 1,199.6

(i) Gain on disposal of  Indte 19)did otbeqiramaterigl disposabgdine of A1.7/m C| y d e
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1. Condensed Financial Statements

SSE plc (the Company) is a company domiciled in Scot]|l aintds. The
subsidiaries (together referred to as the Group).

The financial information set out in these 'scomntdetnwstedr yi na cca d um
periods ended 30 September 2018, 31 March 2018 or 30 Z@@& embe
Statutory accounts for the year ended 31 March 2018, whi ch
Standards as adopted by the EU (adopd edudiFtRBrs damd eddtefewne rreed

Compani es. The financial information set out in theseanidnter:i
Transparency Rules of the Financial Conduct Authority and | AS
The rrtepof the auditor was (i) wunqualified (ii) did notayiwoél ud
emphasis without qualifying their report and (iii)ctdi20h®dt cOl
interim financial information is unaudited but has olde mnf prangel
83.

These interim statements were authorised by the Board on 13 Nc

2. Basis of preparation

These condensed interim statements for the period to 30 Sept
September 2017 have been prepared applying thke cononcodntdiatrgedpd
stmeats for the year ended 31 MRircan”i0dlBahmst MEEeMEBEXEepm €Con
with Cuwhioonrerwere adopted on 1 April 2018, as set out in Note

(i) Adjusted measures

The Directors aessefsst tdheGrpeufd oamanict sadjepotred hhessemeaastise baat

for internal performance management and are bel i evedctcoo ube sap|
These measdeemedr ehal most useful for the ordinary sharehol der s
Reconciliations from the reported measures to adjususd mmeasur
are incl'‘AdedatPet h@er ma hsceec tMeoans ur e s

(i) Going concern

The Directors consider that the Group has adequate resources to continue in operational existence for the foreseeatdadutuze
interim statements are therefore prepared on a going concern basis

The Directors regularly review the Group’s funding strmuctur e
funding requiredl n September 2018, the Group issued a €650m Green Bo
October2018, subsequent to the period end. The next substantial tranche of debt does not mature until June 2020.

(i) Exceptional itemsand certain remeasurements

Exceptional items are those charges or cr edi tssucthh asti ganrief i ccoamscie
di sclosure is required for the financial statementend ot deber o
recurring although exceptional chaonges mayei mMacket heosdmei an
significantly over time will only be captured to tbhee ceoxntseinde roe
exceptional include materi &l, dusetnecrs besimeacd urmMmmai cosnts, clsal
provisions in relation to contractual settlementsihdliivodiumdg 9
or Il oss on dispbs@m wdulgad elae edi s hlams€® as being exceptional by
bel ow this | evel may be considered to be exceptionalbybyc arsef er
basis. |I|onfpaiimtmemdisbl e devel opment projects as part of the norn
Cert anerasu@ ements arise on certain commodity, interest rate an
as f ai rhewgles i n accosdpont¢ecwi fortbeacBrdumanci al instruments.
items andneaerutraimennte results for these contracts is thneotamoun
treated as financi al instrumen®ss owmdeairsel FRJuUOr emenes hehidc i oa
underlying commodity is delivered.

(iv) Other additional disclosures

As permittPedslenthABob of',t hien &m diungeclo nset asttearteenntesnt di scl oses addi
joint ventures and associ arneass,urexmeaptsi dmalaiidt dsmsd eéamsdnaa eliltnap ao ff
and to present restulys clearly and consiste
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3. Summary of significant new accounting policies and reporting changes

The Group has adopted I FRS 9 " Financi al I nstruments' han#dey FRS
accounting policy channdgefsi,namcainasli tiimmacatppofoaabdopting these s
amendments and interpretations of adopted | FRS, mandatory for
applied by the Groupiampdchave not had a materi al

31 LCWEAWI YOALFfQLYAGNHzYSyda

This standar dFimemlcaads IInSS radnent s:’aRedce@nist ioaun arhdke Meauumremen
measuring financi al assets, finanohiahahciadli |iteéems. afile siomegactb
can be summarised with reference to the three project phases:
OA0 /f1FaaATFTAOFIGARZY FYR YSIFadaNBYSyi

As a radapti mg | FRS 9, unquoted equity instruments previousl
instruments and measured at fair value through otheriedmptebhe]
AprG18 2was £4.8m. Adoption has not resulted in changebytbhehe
Group.

The Group will continue to measure equity instrumemtsonatanfai
instrluymastrument basis on initial recognition.

OAAO0 LYLI ANXSY

As a result of adopting | FRS 9, no changes to the i njpaariirtnme naf
affected financi ddf ozssetom, mind giahe nGresumgni ficant credit risk
inclusion of forward |l ooking information as pequisednibyg | &tRS3
2018.

OAAAD | SRAS | OO02dzy i A

As previously noted in the 31 March 2018 Annual Reporamenthe G
of I'AS 39 as permitted by I FRS 9.

CNY YAAGAZ2Y | LILINE I OK

The Group has applied the exempoimpar bt omet haf oemai remeaboud ¢
including impairment. There has been no change to opening reteé
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3.  Summary of significant new accounting policies and reporting chan@estinued)
32 LCwMSMSy dzS FNBY O2y(N) Ola é6AiGK Odzald2YSNA

This standar lComespglracad bIhSARbdbBIE m &Rt €r ddrBsfers of Asaedsafnomb&€us
other revenue related interpretathangeprevinasgségyuadaptednbiyng
each Business Area, are noted bel ow:

bSig2N] a

Revenue relating to Distfoivleut wiotmmeCoeahecenoeast 6o st hecoggosed ob
access totitohne Noeitsworrikb,u rat her than at the point of time the <co
wSGdORfy G Ay dzAiy 3 2LISNI GA2ya

Revenue and costs relating to Third Party Intermediarm icrompan
changing Supplier) are offset within cost of sales .in the Inco

For construction contracts undertaken btoshe 'Emtpar p ebthsieis Ss eng nbe
expensed as they occur-uprbababés phawnmi obel yyaagphi endr kThi s chang
from t hse bGrloaunpc e sheet .

wSigRME 02y Ay dzSR 2LISNI A2y &

Revenue and costs relatisgchoasushem®ar ssuppmet Dsshemas) (are

Statement, rather than recognised gross as previously applied
For certain equipment provided-for ceaxammlee s iomt @ rnrcetpma rouwmbd orf s
inception of a-Bevadbaendscoetogoni sed when the equipment is d
period as previously applied.

2 K2f Salfs

As previously noted1wi Aminmatl hKRe@wmatpst hedppesehaaesonfotommod
a gross or net basis varies across its industry péeffrieguiggonuupe. D
contained within, a reviewewher umadgrtoslsemrt onedo merlewsdeent@ar i on

trades provided a more relevant reflection of theirhaunfdeorfl yti mi
financial year, comrcd sa@rtdattihaman owfhidasltesas gQommedi ty optimisati or
standards, it neither reflects the revised princi plneds sdheofuilndi n
therefore becprseéeésorit sl rest almngsi de purchase commodity opti mi
adopting | FRS 15, andr evhéeoocateaairn epdr iwictihpilne, s tdheef iGrionugp has appli
that ddtandawmpplied a net presentation from 1 April 2018 onwar
profit o ERM Hegoment .

CNYyaAdAzy | LILINRI OK
The Group hawodapgpleide dRettlhremspecbhveappiromacher wh@és ebyepnot resta

changes in accounting policies, with the cumul ati VheelGfeap bt
also elected to take advantazgetohctbet pabchiaval berpedioenpti ewh €
policies at the beginning of the earliest period are not rest:
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3. Summary of significant new accounting policies and reporting chan@esitinued)

32 LCwSMES y dzS T NRB Y O6ra f IMBRWA & A o dedl KU

On adoption of I FRS 15 on 1 April 2018, the opening rheasser ves
resulted in the following revenue and oper atiinngt hpersoef i Go nadde nusset
Statement s:
Historic Revenue IFRS 15 Revenut
Policies Adjustments Policies
For the six month period to 30 September 2018 £m £m £m
Revenue by Segment
Continuing operations
Networks
Electricity Distributiofi 360.4 (48.8) 311.6
Electricity Transmission 197.3 - 197.3
557.7 (48.8) 508.9
Retail
Business Energy 1,221.8 (24.5) 1,197.3
Alirtricity 439.5 - 439.5
Enterprise 220.5 7.2 227.7
1,881.8 (17.3) 1,864.5
Wholesale
Electricity Generation 273.9 - 273.9
EPM) 8,458.4 (7,827.0) 631.4
Gas storage 11.3 - 11.3
Gas production 16.9 - 16.9
8,760.5 (7,827.0) 933.5
Corporate unallocated 27.7 - 27.7
Total revenue from continuing operations 11,227.7 (7,893.1) 3,334.6
Discontinuedoperations
SSE Energy ServieeSnergy Supply 1,369.1 (23.5) 1,345.6
SSE Energy ServieeSnergy Related Services 58.5 0.6 59.1
Total revenue from discontinued operations 1,427.6 (22.9) 1,404.7
Total revenue 12,655.3 (7,916.0) 4,739.3
Operating profif(loss)by Segment
Continuing operations
Networks
Electricity Distributiofi 167.2 0.3) 166.9
Electricity Transmission 127.4 - 127.4
Gas Distribution 38.6 - 38.6
333.2 (0.3) 332.9
Retail
Business Energy 41.6 - 41.6
Alirtricity 12.0 - 12.0
Enterprise 12.8 0.9 13.7
66.4 0.9 67.3
Wholesale
Electricity Generation 138.3 - 138.3
EPM) (651.3) - (651.3)
Gas storage 3.7) - 3.7)
Gas production 19.3 - 19.3
(497.4) - (497.4)
Corporateunallocated (68.1) - (68.1)
Total operatinglossfrom continuing operations (165.9) 0.6 (165.3)
Discontinued operations
SSE Energy ServieeSnergy Supply (68.7) - (68.7)
SSE Energy ServieeSnergy Related Services 6.6 - 6.6
Total operatinglossfrom continuing operations (62.1) - (62.1)
Total operatingloss (228.0) 0.6 (227.4)

(i) The reduction to Electricity Distribution revenue is offset by a reduction to depreciation of £48.5m. Therefore, the aghgmeofit impact is £0.3m
in the period.

(i) The reduction in EPM revenue of £7,827.0m is offset by an equal reduction to calfts present all transactions entered into for the purposes of
optimisation on a net basis. There is no impact of this adjustment on operating profit or cashflows of the EPM segment.
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3. Summary of significant new accounting policies and reportotgangegcontinued)
33bSs 2N FYSYRSR 9! SyR2NESR | 002dzyliAy3 aidl yRINRa

The following issued standards have not yet been adopted by 1t}
i) |'ERSswvd@&@ ch willdl be effective from 1 January 2019 (1 April 2
ii) HMAR% ela’d o'mthri adct swi | | be effective from 1 January 2021 (1 Ap
I'n addition to these, there are a number of other amendments
effecti saabgedtate® endorsement by the EU. These arse cnoonts od ntdiacti
financial statements.

Disclosure of the anticipated impact froms adompg o londiadfle dSRRiSneme
for the year ended 31 March 2018. The project to ashs eastst eandtaipotn

principally focused on | ease data captureaames cheainlseblacetonwi a
as the number of uni gue | eases in place, the full i mptemanst a
completed's BkseGrsamemt of the expected.i mpact of adoption rema

The Group has yet to commence a project to fullsy asseéeasd ttheei
that adoption of this standar d’'swiclolnsmdt dmawve d imatneriiadl sitrapg aaont

4.  Criical accounting judgements and key sources of estimation uncertainty

In the process of applying the Group’s accounting policies,
significant effect on the amounts recognised in the finahstatements. Changes in the assumptions underlying the estimates could
result in a significant i mpact to the financial stat edhent s.
below.

4.1 dgnificant financial judgements, estimation uncertainties

The preparation of thes€ondensed Interinstatements has specifically considered the follovgigmificantfinancialjudgements all
of which are areas of estimation uncertainty.

() Impairmenttesting and valuation of certain noturrent assets; estimation uncertainty

The Group reviews the carrying amounts of its goodwill, other intangible assets and specific property, plant and equipeted as
determine whether any impairment of the carrying value of those assets requires to be recotde@d.S&ptember 2018, the Group

has reviewed goodwill, intangible development assets and specific property, plant and equipment assets related to ga®mroduct
thermal power generation and wind power generation for indicators of impairment arising dieckast formal review performed at

31 March 2018. In conducting its reviews, the Group makes judgements and estimates in considering the recoverable atmunt of t
respective assets or cagfenerating units (CGUS).

The mainassumptions n t h e Grnoentpssessmenmsperformed at 31 March 2018 weegulation and legislation changes,
power, gas, carbon and other commodity prices, volatility of gas prices, plant running regimes and load factorsdepqeen and
probable reserves, andiscount rates. Any significant change to these assumptions could impact the Group results at 30 September
2018.

At 30 September 2018, the Group assessed that an indicator of impairment existed that necessitated an impairment rexéew of th
Group’ s i nv e dtfomaispasalRetail domessic shpply business, following the price cap announced by Ofgem on 6
September 2018. An impairment assessment was performed at 30 September which resulted in no impairment being recognised.
Following the balance sheet date, theoBp hasassessedhat the impact of thefinalisedprice cap announced onovember 2018

results in no impairment

The Group has assessed that the forward gas price increases throughout the months of August and September 2018 were not an
indicator of a reversal of i mpairment of the Group’ swag3d®s pr oc
September. The increase in gas price is considered a short term market movement, not necessarily representative of honger ter
trends. The Group will reassess the assets for impairment at 31 March 2019.

(i) Revenuerecognition¢ estimated energy consumptiog estimation uncertainty

Revenue from Retail energy supply activities includes an estimate of the value of electricity or gas supplied to custamenstbe

date of the last meter reading and the year end. This estimation will comprise of values fitled) revenue in relation to
consumption from unread meters based on estimated consumption taking account of various factors including usage patterns and
weather trends (disclosed as trade receivables) and ii) unbilled revenue (disclosed as accrued gatontetpd by assessing a
number of factors such as externally notified aggregated volumes supplied to customers from national settlement bodiets amoun
billed to customers and other adjustments.

Given the norroutine process, number of differing inpund the extent of differing inputs and the extent of management
judgement noted below, the unbilled revenue estimate is considered a significant estimate made by management in preparing the
Condensed Interim Statements. The unbilled income receivabléeteta the domestic supply business has been presented as held

for disposalat 30 September 2018. In addition, the revenue derived from the accrued income is included in revenue from
discontinued operations (see note 9).
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4.  Critical accounting judgements arkky sources of estimation uncertainty (continued)

4.1 Significant financial judgements estimation uncertainties (continued)

(i) Revenuerecognitiong estimated energy consumptiolg estimation uncertainty (continued)

Unbilled revenue is calculated by applying tlariffs applicable to customers to the calculated volume of electricity or gas consumed.

This estimation methodology is subject to an internal corroboration process that provides support for the judgements made by
management. This corroboration processqui res t he comparison of calculated wunbil
unbilled volumes (in GWh and millions of therms) which is derived from historical weadhested consumption patterns and
aggregated, independently validated but unrecoedilmetering data that is used in industry reconciliation processes for total
consumption by supplieThis comparison of the estimated supplied quantity of electricity or gas that is deemed to have been delivered

to customers against the aggregate supplggdi ant i ty of electricity or gas applicable
industry system operators, is a key judgement. The estimation of electricity unbilled revenue is further influenced byattteoim

estimated electricity or gas supgtl of national settlements data or, for electricity only, faedariff supported volumes and spill from

solar PV generation.

(i) Retirementbenefits ¢ estimation uncertainty

The assumptions in relation to the cost of providing patirement benefits duringgt he peri od are based on
estimates and are set after consultation with qualified actuaries. While these assumptions are believed to be approghetgean

these assumptions would impact the level of the retirement benefit obligatemorded and the cost to the Group of administering

the schemes. Further detail on the calculation basis and key assumptions used is dischisedliviof these interim statements.

4.2 Other key accounting judgements

() Presentation2 ¥ & {R2d&aSK2f R SySNAHe | yR ad bR Ay R0Ras YW iDNB I

On 8 November 2017, the Group announced t(hato)gng rheasdh eecrtt eorfe da i
demerges boébusSSkEol sderewvniecgy hbBwsli ness in Greats Bsruibtsaiidni aarnyd cnopnobnie
to form a new independe@nt 3UK Mamacdr Rdrladt etdh ec oGmpoaunpy .assessed t he
criteria ¢tbs|mess &tehled tfrearnsacti on remained subject to SSE sharet
(CMAgpproval

On 19 Julsy s2h0alr8e,h o9 r s approved the transaction and on 30 Aug
investigation, which gave consent to $shereéelriamisaat y omautlseiut gad ¢ €
remedi ations to be i mplemented, thewalfioglkl SSEr abasklss eottitbatt 3l0e
compl eted, and the I FRS 5 criteri aitpopeaé¢mented & ®miatsaett s oand
subject to final approval. Foll owing the transatchii © nadStSIiEv iwti y | h
presented as a continuing activityr rwi thhitn ptrleisslndstgabt ssade mtel alnd ot

On 10 October 2018, subsequent to the financi al p e rd motde de nfdi, n a |
approval of the transaction.

On8 November 2018 thei Grdoap @e@mneurded nttlwmatdi scussionsowthk i1
commercial terms of atnidlé apeadpodad ¢ omiwiasatdi kel y that the propo
20 1o wever, all worlk formatekohoamdhiesei hgThé Gheupgp ompangs ve s

I FRS 5 <criteria to presermrctonth e ub ufsddnidmesi mgs thheeH da ndncofumidziessne a1 g a k
presented througHhHaomuterti hme sS¢ aC€ emtheerl sie alibathh e beé ® o t hadsr sdterfiibnuetdi obny | F
furtheonuptat erogr eswi lolf b éd ep tyeadnednabdetrlh y2nomli &.

(i) AccountingF2NJ O2aida 2F (GKS &Yl NI ¢rODSNIyAIK T 2URBEBCSYENYH LINR2INI YYS

Through its participation in the UK smart metering prongsr amme,
CompdbB@gCps it develops infrastructuagwet .t oThe p@rsecup tthas UKhsearsdCt
incurred are capital in nature as they wil!/l provideefstuheoag
the terms of the Smart Meter Code. Theacfe tabeseWEr r emat er t Pr a dre:
September 2018, the cofS6mB2ZRHTIMEHI Maedht 80H&Lt e£861t &IM) . SSE is

participants have expensed these costsedad hiancwromead., ol hewe \sdrs,
have been capitalised.

(i)  Accounting for capacity market paymentsaccounting judgement

The Gr oWk Supply businesses araem r1agwipreedend M@Bakel pmg maarbBady o
electricity capacity is available thsolughewadst hengreqay . ddmasdc
and February and is chargedrover the course of the delivery

I'n accordance wit h yfdfRe fdl yearichatge is nedognised progeessilvely dodiweéniNovember and February.
The Group has assessed that this represents a regulatory operating cost to the bfisines®perations throughout the yeaand
therefore recognises the cost over the course of the year. Any difference between the liability and charge is recognised as a
settlementprepaid asset.
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4.  Critical accounting judgements and key sources of estimation uncertainty (continued)

4.2 Other key accounting judgaents (continued)

(iv) Lease classification for Smart Meter contragsccounting judgement

During the year ended 31 March 2017, the Group disposemenotf sm
for the provisivomeof (WMAPEr szsvétcepravijtoni nMe tveern tRuirte 1cOo nipiammiyt, e dMa

The Group hathasyrysseagwinkehttbat hi pacommen with all similar arrang
smart meters MARedudyt o hother parties taking a significant am
being unable to control either the oper dlieadseamspl e mdmret gpthiysn cmi
concl uded atstsets stmeint wi |l nobhathangedapon adoption of

4.3 Other areas of estimation uncertainty

(i) Tax provisioning; estimation uncertainty

The Group has a number open tax issues with the tax authorities in the UK and Republic of Ireland, the two jurisdictions in which
the Group operates. Where management makes a judgement that an outflow of funds is probable, and a reliable estimate of the
dispute can be made, pwision is made for the best estimate of the most likely liability.

In estimating any such liability, the Group applies a-basked approach, taking into account the specific circumstances of each

di spute based on manage me nduppsrted, where appropeateaby discussion &nd analysis Hy axterna n d
tax advisors. These estimates are inherently prdgntal and could change substantially over time as each dispute progresses and
new facts emerge. Provisions are reviewed on an ongo@sgsbhowever the resolution of tax issues can take a considerable period of
time to conclude and it is possible that amounts ultimately paid will be different from the amounts provided. Provisionseidain

tax positions are included in current taabilities, and total 66.1mat 30 Septembe018 (2017£131.6m; March 2018: £66.1n

Il FRI'C 23 “Uncertainty over Income Tax Treat ment s 2019hbutsysttbed by
be endorsed by the EU, clarifies the application of I AS 12
uncertainty over the income tax treatmentAnalysis of the potential impact from adopting this interpretatioroigyoing, however

adoption may result in changes to the judgements or estimates made for tax provisions.

(i) Decommissioning costs estimation uncertainty

The estimated cost of decommissioning at the end of the useful lives of certain property, plant anchequissets is reviewed
periodically and has been reassesssacht31 March 2018. Decommissioning costs in relation to gas exploration and production assets
are periodically agreed with the field operators and reflect the latest expected economic produics of the fields. Provision is
made for the estimated discounted cost of decommissioning at the balance sheet date. The dates for settlement of future
decommissioning costs are uncertain, particularly for gas exploration and production assets wdesessment of gas and liquid
reserves can lengthen or shorten the life of the field life, as well as the upward and downward movement in commoditgnatices
operating costs, but are currently expected to be incurred beginning in 2019 and increasingsimbgezjuent decade and out to
2040.

(i) Gas and liquid reserves

The volume and production profile of proven and probable (2P) gas and liquids reserves is an estimate that affects the unit o
production depreciation of producing gas and liquids property, ptarmd equipment. This is also a significant input estimate to the
associated impairment and decommissioning calculations. The estimation of gas and liquid reserves is subject to change betwee
reporting periods, following the review and updating of inputels as regional activity, geological data, reservoir performance data,
well drilling activity, commodity prices and production costs. Proven and probable (2P) reserves, and other reservatidassific
other than 2P, can both increase and decrease foligveissessment of the inputs.

The estimates of gas and liquid reserves are formally reviewed on an annual basis using an independent reservoiaralditer

impact of a change in estimated proven and probable reserves is dealt with prospectively byidtpgehe remaining book value of
producing assets over the expected future production. If proven and probable reserves estimates are revised downwards, earnin
could be affected by an immediate writko wn (i mpai r ment ) of thhréutu deprectatios exfenmse.k v al ue
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5. Segmentainformation
The GGrooupperating segments are those used internally by the Boa

The types of products and servhncesnhgomgehbtberathl repentuabl ar

Business area Reported segments Description
Continuing operations
Networks Electricity Distribution The economically regulated lower voltage distribution of electricity to customer
premises in the North oBcotland and the South of England.
Electricity Transmission The economically regulated high voltage transmission of electricity from generat
plant to the distribution network in the North of Scotland.
Gas Distribution SSE’ s s har éetwofks, Bhicb dpérates t&a economically regulated ge
distribution networks in Scotland and the South of England.
Retail Business Energy The supply of electricity and gas to business customers in Great Britain.
Airtricity The supply of electricitygas and energy related services to residential and busine

customers in the Republic of Ireland and Northern Ireland.

Enterprise The integrated provision of services in competitive markets for industrial and
commercial customers including electricaintracting, private energy networks,
lighting services and telecoms capacity and bandwidth.

Wholesale Electricity Generation The generation of power from renewable and thermal plant in the UK and Irelan:

Energy Portfolio ManagemenTheo pt i mi sati on of SSE's power and ga

(EPM)

Gas Storage The operation of gas storage facilities in the UK.

Gas Production The production and processing of gas and oil from North Sea fields.
The internal umeas wrye t'ehfej PBeotabrdt prsof i t "l ues t iedt @ pwelsitact i mids tpparorfi
at before exceptional items, the impact of financi alH defsitmeadne
benehsi opeschemes and after the removal of taxation and inter ¢
Analysis of revenue, operating profit and eaf(EBIdsA lsefgoreent i n

provi deAll Iberreowenue and profit before taxation arise from opera
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5. Segmental information(continued)

5. (a)Revenue by segment

Six months ended 30 September 201  Six months ended 30 September 201

NonIFRS15 IFRS 1§ Intra- Intra-
Revenue Revenue Reported segment  Segment Reported segment  Segment
(note 3) (note 3) revenue revenue(i) revenue revenue revenue) revenue
£m £m £m £m £m £m £m £m
Continuing operations
Networks
Electricity Distribution - 311.6 311.6 99.7 411.3 354.9 109.2 464.1
Electricity Transmission - 197.3 197.3 - 197.3 162.1 - 162.1
- 508.9 508.9 99.7 608.6 517.0 109.2 626.2
Retail
Business Energy - 1,197.3 1,197.3 124 1,209.7 1,112.3 9.9 1,122.2
Airtricity - 439.5 439.5 102.4 541.9 380.8 50.2 431.0
Enterprise 3.7 224.0 227.7 55.9 283.6 2244 48.6 273.0
3.7 1,860.8 1,864.5 170.7 2,035.2 1,7175 108.7 1,826.2
Wholesale
Electricity Generation - 273.9 273.9 622.6 896.5 200.3 824.8 1,025.1
EPM:
Gross commodity trading - 8,458.4 8,458.4 2,209.0 10,667.4
Optimisation trading (note 3) - (7,827.0) (7,827.0) 365.6 (7,461.4)
EPM? - 631.4 631.4 2,574.6 3,206.0 8,230.4 1,433.2 9,663.6
Gas Storage - 11.3 11.3 206.4 217.7 5.0 147.3 152.3
Gas Production - 16.9 16.9 97.7 114.6 12.4 103.5 115.9
- 933.5 933.5 3,501.3 4,434.8 8,448.1 2,508.8 10,956.9
Corporate unallocated - 27.7 27.7 114.8 142.5 37.1 130.2 167.3
Total revenue from continuing
operations 3.7 3,330.9 3,334.6 3,886.5 7,221.1  10,719.7 2,856.9 13,576.6

Continuing operations
Networks

Electricity Distribution
Electricity Transmission

Retail

Business Energy
Alirtricity
Enterprise

Wholesale

Electricity Generation
EPM

GasStorage

Gas Production

Corporate unallocated

Total revenue from continuing operations

Revenue

(i)

from the

recorded in the revenue line in the income statement

External revenue

Year ended 31 March 2018
Intra-segment revenu@

Total revenue

£m £m £m
777.0 252.4 1,029.4
325.7 0.2 325.9
1,102.7 252.6 1,355.3
2,517.3 22.1 2,539.4
917.6 119.1 1,036.7
431.1 104.0 535.1
3,866.0 245.2 4,111.2
498.6 1,919.1 2,417.7
21,710.1 3,670.0 25,380.1
111 306.5 317.6
30.3 221.7 252.0
22,250.1 6,117.3 28,367.4
31.6 316.9 348.5
27,250.4 6,932.0 34,182.4

GNetuwbsksnkemt medt

POB.8n 1T B1R4FH, Slarch2048r£891 5mpis notg

(i) Following the disposal of SSE Energy Services, internal reventg288®mincluded above within EPMillvbe recognised as external revenue. These
revenue transactions are for the purchase of power and ROCS by EPM for SSE EnergyitSemiqescted that these transactions will continue for a
period following completion of the demerger.
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5. Segnental information (continued)

5. (b) Operating profit(loss) by segment

Six months ended 30 September 201 Six months ended 30 September 201
Adjusted Joint Before Joint Before
operating Venture/  exceptional Exceptional Adjusted Venture/ exceptional Exceptional
profit/(loss Associate  items and items and operating Associate  items and items and
) reported share of  certain re- certain re- profit/(loss) share of  certain re certain re
to the interest measurem  measurem reported to interestand measureme measureme
Board and tax (i) ents ents Total the Board tax (i) nts nts Total
£m £m £m £m £m £m £m £m £m £m
Continuing operations
Networks
Electricity 166.9 - 166.9 - 166.9 176.0 - 176.0 - 176.0
Distribution
Electricity 127.4 - 127.4 - 127.4 97.9 - 97.9 - 97.9
Transmission
Gas Distribution 85.4 (48.0) 37.4 1.2 38.6 81.2 (47.7) 33.5 1.7 35.2
379.7 (48.0) 331.7 1.2 332.9 355.1 (47.7) 307.4 1.7 309.1
Retail
Business Energy 41.6 - 41.6 - 41.6 42.5 - 42.5 - 42.5
Alirtricity 12.0 - 12.0 - 12.0 22.6 - 22.6 - 22.6
Enterprisé? 13.7 - 13.7 - 13.7 12.3 - 12.3 - 12.3
67.3 - 67.3 - 67.3 77.4 - 77.4 - 77.4
Wholesale
Electricity 72.6 (22.7) 49.9 88.4 138.3 151.4 (20.1) 131.3 7.9 139.2
Generation
EPM (85.9) - (85.9) (565.4) (651.3) 9.3 - 9.3 21.4 30.7
Gas Storage 3.7) - 3.7) - 3.7) (5.3) - (5.3) - (5.3)
Gas Production 19.3 - 19.3 - 19.3 4.5 - 4.5 - 4.5
23 (22.7) (20.4) (477.0) (497.4) 159.9 (20.1) 139.8 29.3 169.1
Corporate (2.0) - (2.0) (67.1) (68.1) 0.9 - 0.9 - 0.9
unallocated
Total continuing 448.3 (70.7) 377.6 (542.9) (165.3) 593.3 (67.8) 5255 31.0 556.5
operations

()The adjusted operating profit of the Group i s r ep onfinaang defivhatiees andtaxmo v a |
from joint ventures and associates and after adjusting for exceptional items and cedaieagurenents (note6). The share of Scotia Gas Networks
Limited interest includes loan stock interest payable to the consortium shareholtleesGroup has accounted for its 33% share of this, £4.7m (2017:
£7.7m, March 2018: £15.2m), as finance income (nate 7)

(i) The adoption of IFRS 15 has resulted in a reduction in the depreciation expense recognised in the period. Under histting gediwies, accelerated
depreciation charges were recognised on customer contributions. These coattibasetare now depreiated over the life of the asset.

Year ended 31 March 2018

Adjusted Before
operating  Joint Venture/ exceptional Exceptional
profit/(loss)  Associate share items and items and
reported to the  of interest and certain re certainre-
Board tax () ~measurements measurements Total
£m £m £m £m £m
Continuing operations
Networks
Electricity Distribution 402.2 - 402.2 - 402.2
Electricity Transmission 195.6 - 195.6 - 195.6
Gas Distribution 165.3 (96.2) 69.1 2.7 71.8
763.1 (96.2) 666.9 2.7 669.6
Retail
Business Energy 64.2 - 64.2 - 64.2
Airtricity 33.0 - 33.0 (6.1) 26.9
Enterprise 26.9 - 26.9 (11.8) 15.1
124.1 - 124.1 (17.9) 106.2
Wholesale
Electricity Generation 578.9 (52.3) 526.6 3.2) 523.4
EPM 46.0 - 46.0 (89.1) (43.1)
GasStorage (6.5) - (6.5) - (6.5)
Gas Production 34.0 - 34.0 (104.7) (70.7)
652.4 (52.3) 600.1 (197.0) 403.1
Corporate unallocated 10.4 (1.3) 9.1 (30.6) (21.5)
Total continuing operations 1,550.0 (149.8) 1,400.2 (242.8) 1,157.4
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5. Segmentalinformation (continued)

5. (c) Earnings before interest, taxation, depreciation and amortisation segment
Six months ended 30 September 281

Six months ended 30 September 201

Depreciation
Adjusted Depreciation/ /
operating impairment/ JV/ Associate Adjusted impairment/  JV/ Associate
profit/(loss amortisation share of  Release operating amortisation share of  Release
) reported before depreciation of profit/(loss) before depreciation of
to the exceptional and deferred Adjusted reported to exceptonal and deferred  Adjusted
Board charges amortisation income EBITDA  the Board charges  amortisation income EBITDA
£m £m £m £m £m £m £m £m £m £m
Continuing operations
Networks
Electricity 166.9 79.1 - (6.1) 239.9 176.0 95.6 - (6.6) 265.0
Distribution
Electricity 127.4 35.4 - (1.4) 161.4 97.9 31.7 (1.3) 128.3
Transmission
Gas 85.4 - 28.1 - 113.5 81.2 - 27.4 - 108.6
Distribution
379.7 114.5 28.1 (7.5) 514.8 355.1 127.3 27.4 (7.9) 501.9
Retail
Business 41.6 0.2 - - 41.8 425 - - - 425
Energy
Alirtricity 12.0 4.0 - - 16.0 22.6 3.7 - - 26.3
Enterprise 13.7 12.0 - (0.5) 25.2 12.3 335 - (0.7) 45.1
67.3 16.2 - (0.5) 83.0 77.4 37.2 - (0.7) 113.9
Wholesale
Electricity 72.6 112.4 29.7 (0.2) 214.5 1514 108.8 27.6 (0.2) 287.6
Generation
EPM (85.9) - - - (85.9) 9.3 - - - 9.3
Gas Storage 3.7) 0.5 - - 3.2) (5.3) 0.4 - - (4.9)
Gas 19.3 49.3 - - 68.6 4.5 64.2 - - 68.7
Production
2.3 162.2 29.7 (0.2) 194.0 159.9 173.4 27.6 (0.2) 360.7
Corporate (2.0) 19.9 - (0.6) 18.3 0.9 21.3 - (0.1) 22.1
unallocated
448.3 312.8 57.8 (8.8) 810.1 593.3 359.2 55.0 (8.9) 998.6
Year ended 31 March 2018
Adjusted
operating Depreciation/
profit/(loss) impairment/  JV/ Associate shar Release of
reported to the  amortisationbefore of depreciation and deferred
Board exceptional charges amortisation income Adjusted EBITD:
Continuing operations £m £m £m £m £m
Networks
Electricity Distribution 402.2 248.7 - (13.4) 637.5
Electricity Transmission 195.6 63.1 - (2.6) 256.1
Gas Distribution 165.3 - 55.8 - 221.1
763.1 311.8 55.8 (16.0) 1,114.7
Retail
Business Energy 64.2 0.3 - - 64.5
Alirtricity 33.0 7.8 - - 40.8
Enterprise 26.9 31.4 - (1.5) 56.8
124.1 39.5 - (2.5) 162.1
Wholesale
Electricity Generation 578.9 219.7 59.6 (2.5) 855.7
EPM 46.0 - - - 46.0
Gas Storage (6.5) 0.9 - - (5.6)
Gas Production 34.0 119.0 - - 153.0
652.4 339.6 59.6 (2.5) 1,049.1
Corporate unallocated 10.4 54.0 0.7 (0.6) 64.5
1,550.0 744.9 116.1 (20.6) 2,390.4
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6. Exceptional items and certain rmeasurements

Year ended
31 March
2018
£m

Continuing operations

(148.4)
(8.0)

(156.4-)

(156.4)

(89.1)
(33.0)
2.7
(119.4)
(275.8)

107.2
7.9
115.1
(160.7)

Exceptional items (note 6.1)

Asset impairments, writdacks and related charges
Transaction fees associated with the Retail demerger
Integration costs associated with the Retail demerger

Net gains on disposals of businesses and other assets
Total exceptional items

Certain remeasurements (note 6.2)
Movement on operating derivatives
Movement on financing derivatives
Share of movement on derivatives in jointly controlled entities (net of tax)

Exceptional items before taxation

Taxation

Taxation on other exceptional items

Taxation on certain neasurements

Taxation

Exceptional items on continuing operations after taxation

Discontinued operations

(56.9)
(1.6)
(58.5)

Year ended

31March
2018
£m

Exceptional items (note 6.1)

Asset impairments and related charges

Taxation

Exceptional items on discontinued operations after taxation

Exceptional items are disclosed across the following categories within the income

statement:

Continuing operations

(89.1)
(89.1)

(104.7)

(51-7;
(156.9

2.7
2.7

(242.8)

Cost of sales:
Movement on operating derivativesdgte 16)

Operatingcosts:

Gas Production (E&P) related charges

Retailrestructuringand technology development related charges
Net gains on disposals of businesses and other assets
Reversal of previous impairment charges

Other exceptional provisions and charges

Joint ventures and associates:
Movement on derivatives (net of tax)
Operating (loss)/profit

Finance costs

(33.0) Movement on financing derivativeadte 16)
(275.8) (Loss)/profit before taxation on continuing operations

Discontinued operations

(56.9

Operating costs:
Retail and technology development related charges

(56.9) Profit/(loss) before taxation on discontinued operations
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Six months Six months
ended ended
30September 30 September
2018 2017
£m £m
(26.8) 7.9
(11.5) -
(14.6) -
(52.9) 7.9
74.2 -
21.3 7.9
(565.4) 21.4
39.6 (24.0)
1.2 1.7
(524.6) (0.9)
(503.3) 7.0
2.3 (1.5)
89.4 0.4
91.7 (1.1)
(411.6) 5.9
Six months Six months
ended ended
30September 30 September
2018 2017
£m £m
(565.4) 21.4
(565.4) 21.4
(67.1) -
74.2 -
14.2 7.9
21.3 7.9
1.2 1.7
1.2 1.7
(542.9) 31.0
39.6 (24.0)
(503.3) 7.0




6. Exceptional items and certain rmeasurementgcontinued)

6.1 Exceptional items

@) /teRS 3ALAYy 2y alts

On 30 May 201§,0ithte vernawp dKp&i ndepscGrnaednécGboatl I nfrastructure
further 14.9% equity stake in Clyde Windfarm (Scot | aomda)l Lgiamint
on sale of £74. 2mciamulnitnengwiptol itchye G&GrSEup et ains a 50. 1% stake
(i) wSOSNAEIf {257 JBNERAAANIES v

On 24 Septembe6Gr@oOp8acquired a further(Seayre&hiSeqgresnoWnhadslt
anbdringing Seagreen und®n tompl ebindonobhetf Beeteeepg Gpiv Pt iowrs | mpal

chaofhef14.2m as there is renewed commitment to develop thle pr
been recognised as an exceptional credit as Bt owAshoreéegwnatl
which was treated as exceptional at the ti me.

(i) wSGIFAf Oz2aida
SSE pra@sented SSE IEaled glyalSe@ své g @smdasa cdchoaznskigpginy sed certain cha

incurred on compl et i-omans h Tihmepsaei rcnheanrtg ecsh aarrgee snoonf £41.-Det t boc 86E
Energy Services fol$%bBwhng aempbketdon hwhenrdeSincome received

current carrying value. This charge would not be recogunppedt i
operations of tutei IGroad mhi$SSE.Dbeing

The Group has also incurred £26.1m of project costsliasaepadahigo
bet ween SSE and the SSE Energy Services in sites that will be
9EOSLIIiA2YyLE AGSY&a NBO23IyAaSR Ay (KS LINBGA2dza FAYEFYyOALf &SI NJ
In the financial year ended 31 March 2018, a number ohesrcept
exceptional charges and credi menohl peonedwasdedecd8@nbBeptdembet hi
Dogger Bank i mpairment charges of £7.9m, following a renewed ¢

Gas production- The Group recognised net impairment charges d&£Im related to its North Sea gas production assets following

an increase in projected costs in certain fields and revised assessment of hydrocarbon reserves. An exceptional chatganof £10
was recognised on the Greater Laggan fields following a remudti the independently assessed quantity of proven and probable
(2P) hydrocarbon reserves and increased forecast production costs. In addition, an impairment charge of £19.3m was retognised
relation to the Bacton field assets due to a reassessmentydfdcarbon reservesOffsetting these impairment charges was an
exceptional credit of £18.8m reversing previous impairments on the ECA field following an increase to estimated hydrocarbon
reserves.

Retail and other technology developments In the year endd 31 March 2018 the Group undertook an internal restructuring
exercise following the announcement on 8 November 2018 that it plans to demerge its UK domestic supply buibiaess.
restructuring, which was concluded on 1 April 2018, necessitated a detaifg@irment assessment to ensure that a new demerged

Retail business would contain assets that would be utilised in its-geysierger operations. This review resulted in £29.8Mm
impairments of discontinueds of t war e devel opment C o prévious Rdtad tsteatbgic tinwestnieft ein Gr o U
transformation and a further £33m of charges in relation to Retail related software developments and programmes within the
Group’' s central ser vi c e Axparnopita prgparaiondor doptoposed demerdess thedGroap als@irscurred

£11.8m ofexceptionakransactionrelated costs in the year to 31 March 2018.

Other — The Groupdisposed of its 1.8% shareholding in Faroe Petroleum Limited for cash consideration of £4.0m, crystallising £7.2m

of losses on disposeh nd di sposed of its 15% shar ehol diforgonsideratidd ofrEh THes | a nd
sale of shareholding in BIFAB resulted in an exceptional charge of £16.5m, including £10.0m of losses previousgd rectgmis
statement of other comprehensive incom&he Group also recognised an impairment charge of £15.6m on its Barkip anaerobic
digestion plant following experience of operational issues and assessment of future economic prospects. Finally, the Group
recognised combined charges of £11.8m in its Enterprise Ultilities business following detailed review and assessmenets trelass
contracts in its Heat Network portfolio.

c ®H Y 3 ISNAZNB WS WBa

The Group EPM functciooomoant er puircth@a sfeor(wmanrdd sal es) contracts to
domestic and business energy supply operating units eanditho odp

these contractdbeaderdetei mendéddntoci al instruments under | FRS
val ue. Changes in the fair value of those commodityiacomeact
statementfceasampmsue ejfnert Sroup shows the change in the fair va
this-tmmarket movement is not relevant to the wunderlying perfor
undeglyahue of these contracts as the relevant commodi tly is d
mont hs. Conversely, commodity contracts that ‘cawne’  asostt Miiet asneci al
measurements arising from |IFRS 9 are disclosed separatiesly to
category also includes income statement movement on financing
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7. Netfinance costs

Six months Six months
Year ended ended 30 ended 30
31March September  September

2018 2018 2017

£m £m £m
Finance income:

5.2 Interest income from short term deposits 0.8 5.1

2.7 Interest on pension scheme assets 4.6 -

Otherinterest receivable:

15.2  Scotia Gas Networks loan stock 4.7 7.7

38.2  Other joint ventures and associates 185 18.2

40.8  Other receivable 12.8 13.6

94.2 36.0 39.5

102.1 Total finance income 41.4 44.6

Finance costs:

(26.5) Bank loans andverdrafts (15.1) (13.0)

(324.2) Other loans and charges (159.8) (156.0)

- Interest on net pension scheme liabilities - 1.2
(16.3) Notional interest arising on discounted provisions (8.8) (8.1)
(6.5) Foreign exchange translation of monetary assetslailities - -
(30.8) Finance lease charges (14.3) (15.4)
42.2  Less: interest capitalised 17.0 23.5
(362.1) Total finance costs (181.0) (167.8)

(33.0) Changes in fair value of financing derivative assets or liabilities at fair value through plodis ol 39.6 (24.0)
(293.0) Net finance costs (100.0) (147.2)

Presented as:

102.1 Finance income 41.4 44.6
(395.1) Finance costs (141.4) (191.8)
(293.0) Net finance costs (100.0) (147.2)

Adjusted net finance cosadjasemantrsved at after the foll
Six months Six months

Year ended ended 30 ended 30
31March September  September

2018 2018 2017

£m £m £m

(293.0) Net finance costs (100.0) (147.2)

(add)/less:
Share of interest from joint ventures and associates:

(15.2) Scotia Gas Networks loan stock 4.7) 7.7)

(97.4) Other jointly controlled entities and associates (52.2) (44.5)

(112.6) (56.9) (52.2)

(2.7) Interest on pension scheme assets (4.6) 1.2)
(0.2) Share of interest on net pension liabilities in joentures (0.8) -
33.0 Movement on financing derivatives (note 16) (39.6) 24.0
(375.5) Adjusted net finance costs (201.9) (176.6)
16.3 Notional interest arising on discounted provisions 8.8 8.1
30.8 Finance lease charges 14.3 154
(98.5) Hybridcoupon payment (46.6) (57.4)
(426.9) Adjusted net finance costs for interest cover calculations (225.4) (210.5)
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8. Taxation

The income tax expense reflects the anticipated efhdiecMar8ckh rat e
2019, taking account of the movement in the deferretetaxcpmev
statement. The reported tax rate on the-measti &nteoenftsirneunitnagx obpeefrec

is 4. 0%0 Mk th -201F%)e. reported tax rate on the |l oss before te
changes in taxmeaseremant £eonacaoantrienui-Ai@%WpecatldAaB%was 30. 9%

The total adjusted effective rate of tax onmepasourietnse nktesf, o rdee fte
associated with interest on net pensioatéesabndi joesatluypdeont A8
period can be represented as foll ows:

Six months Six months
ended 30 ended 30
September September

Year ended
31March2018 2018 2017
Adjusted effective rate:
7.0%  Current tax 0.2% 7.6%
15.9% Deferred tax 9.2% 6.0%
22.9% 9.4% 13.6%

9. Discontinued operations and assets and liabilities held sposal

The discontinued operations represent the GB domestic supply and energy related services business (SSE Energy Services). As
disclosed in note 4.2 (i), a transaction to dispose of SSE Energy Services is considered to be highly probable at steebtdatee

The assets and liabilities of SSE Energy Services have been presented as Hisidogal and the business activity has been
presented as discontinuedThe profit/(loss) of the discontinued operation, after elimination of intercompany transagtie as

follows:

Year ended 3March 2018

Six months Six months

Before ended ended
exceptional Exceptional 30 September 30 September
items and items and 2018 2017
remeasurements remeasurements Total £m £m

£m £m £m

3,976.0 - 3,976.0 Revenue 1,404.7 1,464.4
(3,069.8) - (3,069.8) Cost of sales (1,148.0) (1,188.7)

906.2 - 906.2 Gross profit 256.7 275.7

(627.5) (56.9) (684.4) Operating costs (318.8) (282.8)

278.7 (56.9) 221.8 Operating (loss)/profit (62.1) (7.1)

(48.1) (1.6) (49.7) Taxation 0.9 (3.2)

230.6 (58.5) 172.1 (Loss)/profit from discontinued operations, net of tax (61.2) (10.3)

Cashflows from discontinued operations

March September September

2018 2018 2017

£m £m £m

152.8 Cashflows from operating activities 45.0 74.5

(141.3) Cashflows from investing activities (41.3) (69.6)

11.5 Netincrease in cash and cash equivalents from discontinued operations 3.7 4.9
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9. Discontinued operations and assets and liabilities held &isposal(continued)
Assets and liabilities held fodisposal

As a consequence of the above transaction, the assets and liabilities within the SSE Energy Servgadsgcisp have been
classified as held fadisposaland have been presented separately after eliminationraéricompany balances on the face of the
balance sheet. In addition, the Group intends to dispose of SSE Water Limited and is in negotiations to sell this slibsidissgts
and liabilities held fodisposahave been stated at cost, which is lower thapir fair value less costs to sell.

March SSE Energ September  September
2018 Services SSE Wate| 2018 2017
£m £m £m £m £m
- Property plant and equipment 543.7 6.0 549.7 -
- Goodwill and other intangible assets 197.8 - 197.8 -
35.3 Equityinvestments in joint ventures and associates - - - 44.9
81.9 Loans to joint ventures and associates - - - 85.3
- Deferred tax asset 5.3 - 5.3 -
- Inventories 0.9 - 0.9 -
- Trade and other receivables 614.0 4.2 618.2 -
- Cash and cash equivalents 84.3 2.0 86.3 -
117.2 Total assets 1,446.0 12.2 1,458.2 130.2
- Trade and other payables (809.1) (6.0) (815.1) -
- Current tax liabilities (1.3) - 1.3) -
- Deferred tax liabilities (12.7) (0.2) (12.9) -
- Provisions (2.0) - (2.0) -
- Totalliabilities (825.1) (6.2) (831.3) -
The assets and |liabilities c¢classified as held for s a luiy, at 3
interest in Clyde Windfarm (Scotland) Limited, which was disposed inthecfiriemt anci al year (see ‘Signifi
10. Dividends
Ordinary dividends

Six months ended 30 Septembe’  Six months ended 30 Septembe

Year ended 31 March 2018 2018 2017

Pence Pence Pence
Settled per Settled per Settled per
via scrip  ordinary Total viascrip ordinary Total viascrip ordinary
Total £m £m share £m £m share £m £m share
- - - Final-year ended 31 March 2018 672.5 141.8 66.3 - - -
287.8 7.1 28.4 Interim—year ended 31 March 2018 - - - - - -
638.3 324.5 63.9 Final-year ended 31 March 2017 - - - 638.3 324.5 63.9

926.1 331.6 672.5 141.8 638.3 324.5

The final di vidend of 66.3p per ordinary s h-r3e 9¢e c lwarse da pipmr otvh
Annual GeneralulMee20Ing aomd 1Wwas paid to shareholders on 21 Sept
ordinary shares credited as fully paid inste®agscmroifptdievii che md i snc

An i nter ioh 3Ri9piedemd di nalg. 4hbprba¢2b&én proposed and is due t
sharehol ders on the SSE plc share register on 17 Januayry n201h%
finAnstatements. A scrip dividend will be offered as an alter:
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11. (Losses)/arnings per share

Basic(losses)karnings per share

The calculation of basic (losses)/ earnings per sharediantar30 S
shareholders and the weighted average number of ordinary shar e

Adjusted earnings per share
Adjusted earnings per share has been calcohanetd benekohudimadpi

19R and the impact of @eeasptiemral sitems and certain re
[ 2YyGAYydZAy3a 2LISNIGAZ2Y A
Year ended Six months ended Six months ended
31 March 2018 30 September 2018 30 September 2017
(Losses)/
Earnings (Losses)/  earnings Earnings
Earnings pershare earnings  per share Earnings per share
£m pence £m pence £m pence
649.5 64.3 Basic (229.8) (22.6) 310.1 30.8
219.2 21.7 Exceptional items and certain-reeasurements (note 6) 411.6 40.5 (5.9) (0.6)
(101.3) (10.0) Reassessment of capital allowances from prior year - - - -
767.4 76.0 Basic excluding exceptional items and certakmmeasurements 181.8 17.9 304.2 30.2
Adjusted for:
2.7) (0.3) Interest on net pension schenassetgnote 7) (4.6) (0.4) 1.2) (0.1)
0.2) - Share of interest on net pension liabilities in joint venture (0.8) (0.1) - -
224.6 22.2  Deferred tax 21.6 2.1 25.2 25
4.4 04 Deferred tax from share of | 1.2 0.1 (0.4) -
993.5 98.3 Adjusted 199.2 19.6 327.8 32.6
649.5 64.3 Basic (229.8) (22.6) 310.1 30.8
- (0.1) Dilutive effect of convertible debt and share options - - - -
649.5 64.2 Diluted (229.8) (22.6) 310.1 30.8
wSLRZNISR SENyAy3aa LISNI aKIF NB
Year ended Six months ended Six months ended
31 March 2018 30 September 2018 30 September 2017
Earnings/
Earnings Losses Earnings/ (losses) per
Earnings per share Losses per share (losses) share
£m pence £m pence £m pence
Basic
649.5 64.3 Earnings/(losses) per shana continuing operations (229.8) (22.6) 310.1 30.8
172.1 17.0 Earnings/(losses) per share on discontinued operations (61.2) (6.0) (10.3) (1.0)
821.6 81.3 Earnings/(losses) per share attributable to ordinary shareholders (291.0) (28.6) 299.8 29.8
Thweei ghted average number of shares used in each calculation i
Six months Six months
Year ended ended 30 ended 30
31March2018 September 2018 September 2017
Number of Number of Number of
shares shares shares
(millions) (millions) (millions)
1,010.9 For basic and adjusted earnings per share 1,015.7 1,005.3
0.8 Effect of exercise of share options 0.4 1.5
1,016.1 1,006.8

1,011.7
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12. Acquisitionsanddisposals
Acquisitions

On 24 September 2018, the Group acquired the remaining 50%eofa gr een Wi nd Energy Limited (S
owned subsidiary SSE Renewables Developments (UK) Lifoitecbnsideration of £118.0mThe Group previously held 50% of
Seagreen, which was an equity accounted joint venture. The table beksvosgtthe identifiable assets and liabilities consolidated as

a result of the acquisition, along with the results of the provisional fair value assessment.

The Group has assessed that the assets acquired do not meetthe IFBSI3 i ne s s Critenalio ba dassifiedrasa business.
The 50% stake in Seagreen that the Group held prior to this transaction continues to be carried at cost.

Book value as at 2 Fair value Fair value as at 2
September 2018 adjustment September 201€
£m £m £m
Intangible development assets 45.7 97.0 142.7
Trade receivables 0.2 - 0.2
Cash and cash equivalents 1.0 - 1.0
Trade and other payables (4.3) - (4.3
Total net assets acquired 42.6 97.0 139.6
Less: Loans to joint ventures and associates eliminated (21.6) - (21.6)
Cash consideration paid 118.0

Significant disposals

| t @8RS SAOMRTIONIMay 2318 otine Gradpr dKp&i ndeps cGmramenGddtl | nfrast
right to purchase a further 14. 9% equity stake in CégdgenWsadf
an exceptional gain on salae nosf af 7540..21m6 fsrtoank et hien dihsep cesqauli.t yS Sakc cr

Prior period disposals

Clyde windfarmi On 4 September 2017 the Group completed the disposal of a 5.0% equity stake in Clyde to the existing joint
venture partners for considetmn of £67.8m, recognising a gain on sale of £240nme sal e reduced SSE’'s st
from 70% to 65%.

CSNNEONRRES 7aCQeipt ember 2017, the Group disposed of a 50% eq!
Wheel abealhmol ogies I nc. for consideration of £62.5m, recognisi
the date it |l ost control and acquired a joint ventSuBeswheeh i
Combi nanidond HIRS n1l1 Arrlangaeimenafs £6. 7m was recognised on acqui si
value assessment.

13. Sources of finance

13.1 Capital management

The Board’'s policy i se sheet amdaciedittradingrso a tosstippod ingestop eolnterparty and market
confidence and to underpin future devel opment of the busi nes
efficient cost of capital and in determining collaaet r equi r ement s t hroughout the Group. As

term credit rating was Astablenegative watclhy St andar d & rBvew fordeswngaddyMwa sy A3 .

The maintenance of a mediuterm corporate model is a key canto | in monitoring the devel opment
and allows for detailed scenarios and sensitivity testing. Key ratios drawn from this analysis underpin regular updaté3oardh
and include the ratios used by the rating agenciesthness si ng t he Group’s credit ratings.

The Group has the option to purchase its own shares on the market; the timing of these purchases depends on market prices and
economic conditions. The use of share Haacks shall be implemented if the Directors belig¢hiat doing so would be in the best
interests of shareholders.

The Group’s debt requirements are principally met through i
placements and medium term bank loans including those with the EB@modnvestment BankOn 4 September 2018 the Group
issued its second Green Bond, a nine year €650m bond with a

(£591m) at an &lin rate of 2.556%. This follows on froamh e GmaugulG@ en Bond i n September 2017,
bond with a coupon of 0.875% and an-iallcost of 0.98%, which represented the lowest coupon achieveth&yGroup On 16

October 2018&he Groupi s sued a €fl@afing nte Botewhickawas swapped bado Sterling (E175m) at an 4l rate of 6

month Libor plus 50.5bps. The Group has £1.5bn of committed bank facilities which mature in 2022, these can be accessed at sh
notice for use in managing the Gr ougsécmnsttedfaciitiesremaimundrawn fdritheg r e c
majority of the time £1750m of the £2000m Bank of China facilityas outstanding at 30 September 2018.
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13. Sources of Finance (continued)

13.1 Capital management (continued)

March
2018
£m
8,359.4
(232.2)

8,127.2
1,169.7
(75.1)
92218
4,060.5
13,282.3

Total borrowings (excluding finance leases)
Less: Cash and cash equivalents

Cash presented as held fdisposal

Net debt (excluding hybrid equity)

Hybrid equity

Cash held as collateral and other shtmtm loans
Adjusted net debt and hybrids

Equity attributable to shareholders of the parent
Total capital excluding finance leases

13.2Loans and other borrowings

March
2018
£m

626.3
24.0
650.3

7,733.1
227.1
7,960.2

8,610.5
(232.2)
8,378.3

1,169.7
(251.1)
(75.1)

9,221.8
SSE' s

examge

Current
Other shortterm loans
Obligations under finance leases

Non-current
Loans
Obligations under finance leases

Total loans and borrowings

Cash and cash equivalents
Unadjusted net debt

Add/(less):

Hybrid equity (note 14)

Obligations under finance leases
Cash held as collateral

Cash presented as held fdisposal
Adjusted Net Debt and Hybrid Capital

adjusted net debt and
September 2017. The increas

Adj ust edamdthylberbitd capital
Grouppresentation basis whi

S

I n addition, the Group has

swappe
Mo ®o |

Il ncl ud
i ssued

d

3
e

hybrid
e snomgbidgbi ngedtmghbti progpamak. r e

i s
ch

an

stated

capital

after

s explained
whi ch aftradepand edt’'lwarnt hihec €iacaeabloést he bal a

established

int &r8uer hiasgfl. Bhea ( Sept ember

ONAR RSoi

d within | oans and borr owifnlg sO bant,

on 1bt Maaohi 880G&r wfirst cal l dat e
have been accounted for as debt and ar e
i ssuekd hvehd cno fixed redemption date and
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in
ar e

September  September
2018 2017
£m £m
9,247.6 8,272.4
(76.7)  (1,199.6)
(86.3) -
9,084.6 7,072.8
1,169.7 2,209.7
(361.6) (36.7)
9,892.7 9,245.8
3,294.5 3,865.8
13,187.2 13,111.6
September  September
2018 2017
£m £m
868.6 106.0
28.9 28.5
897.5 134.5
8,379.0 8,166.4
210.5 237.0
8,589.5 8,403.4
9,487.0 8,537.9
(76.7) (1,199.6)
9,410.3 7,338.3
1,169.7 2,209.7
(239.4) (265.5)
(361.6) (36.7)
(86.3) -
9,892.7 9,245.8
was £9. 9bnomt330

removing
at Note 2(ip.

€1.5bn

2017: £1.7b

16 Sep
cluded

obligatio

S

Cash
nce sheet.

Eur os caonndmer c

n) of

tember

commi

£210 V& ni) s

I

2022.
withment ®an:
accounted for

as

e



14. Hybrid Equity

September September

March 2018 2018 2017
£m Perpetual subordinated capital securities £m £m

748.3 GBP 750m 3.875% perpetual subordinated capital securities (i) 748.3 748.3
421.4 EUR 600m 2.375% perpetual subordinated capital securities (i) 421.4 436.0

- USD 700m 5.625% perpetual subordinated capital securities (ii) - 427.2

- EUR 750m 5.625% perpetual subordinated capital securities (ii) - 598.2

1,169.7 1,169.7 2,209.7

The pur posse hoyfbrtihde cSaSE t al pr osg rcaanpmiet ails btaos es tarnedn gctohnepnl eShvgeEnt o't
commentary is provided in the Capital Management section of N

) mMmn al NDK wnmp MTp/CHpitdiBoRise cnnY | @6 NAR
The March 2015 hybrid capital bonds have no fixed raedermpgt ipamt

of the capital securities at their princi ptalonanoofuntthe TEh7e5 Odm the
bond is 10 September 2020 and then every 5 years theirdafttaei.ta
bond is 1 April 2021 and then every 5 years thereafter.

For the £750mupami tpaly means sedhre made annually on 10 September,
are made annually on 1 April

(i) my {SLWGSYOSNI HAamMH e€eTpnY FYR !'{btnnY I &@0NAR /ILAGFE .2YyRa

On 2 October 2017, the Group theeemediakli paf aBameuptpi TheE sec
functional currency with the additional net Sterlirdanddantg dfas
been replaced by a debt eadc coonu nltée dMafric.hO b2n0 1li7nn.st r ument i ssu

(i) Coupon Payments

In relation to the €600m hybrid capital bond, a
hybrid capital bond a coupon payment o0f8.£29. 1m (

In relation to the $700m hybrid capital bond, <cou
hybrid capital bond coupon payments of £nil (2017: £ I) wer e

The coupon payments 30 Seet semxe mohdh8 pecriwealqueont |y totalled £4

The Company has the option to defer coupon payments aorditnhag ybort
shares has not been decl afeec.d Deaflgrirned theudodd owhalgl cbe cuansit a
of the Company:

~-redemption; or
-dividend payment on ordinary shares.

Interest will accrue on any deferred coupon.
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15. Share capital

Number
(millions) £m
Allotted, called up and fully paid:
At 1 April 2018 1,023.0 511.5
Issue of shares 11.3 5.7
At 30 September 2018 1,034.3 517.2

The Company has one class of ordinary share which earre@ces veo
di vidends as declared and are entitled to one vote per share &

Sharehol ders were able to elect to receive ordinary 3phgré@d 7i n
63.9p inhrelfatniadn ditivitdend for tMer yra201®, 3iln Maelcdt i2d®rl 7t o 2t8h &
to 31 March 2018) per ordinar'y sbarp dhndedenttescleems. oThither €
( Steeomber-2304DPNMab6Cb 2048648 )f ully paid ordinary shares.

I'n addition, the Comp-a0nylni,s sMiaerdc ®nm)10mMd8shiam e st & 0L &t ado @ dusthar et |
schemes and discréaeimesarnyfshdrieho@®t iloon wea e—msielt;t | Marlchhg ndTd 18 s u &
considerati onf lo.flnk O .Mafrlcch2 6200)1.7

Of the 1, 0i3m.|3sng s&mmarase held as treasury shares. These shares
empl oyees under the Sharesave scheme in the UK.

During the period, on behalf of the Company+0.t8hkl emp| e¥Madédchhat
million) for a consfd2r@am, oMafoEh. BAM)D& o( 2b0el 7Thel d i n trust for
schemes.

16. Financial Risk Management

The Board has overall rasnpglomnwiebisliigtey rfodsrk t thteen Ggetogemlt i'ss hpmaimretw o rels
for risk management are established to identify thde trd srkesniftac
ri sks and adheremcé hteo cloimmiotds t yExposueacly and interest 'ssrate r
business and derivative financial instruments are entered intc

The Group has a Wholesal e lRi florCaommii tetwa en,g Wwhiectstiratregs ggn snab k
and exposures thas aenkesgyfpomttdhlei &Grmapagement , generation, 3
Group has a Retail fosekreomewt hget hespossisblqag i suppgl y nbu dien eGsr
Treasury risk committee responssbteedvuryefvuewi ngnri ke Ri ski
Retail are inddpemdemtsuamedsdesicgndusi ness separation requirem

Foll owing the trading results in the six months to 3®mfSdrfrteemb
Gr s pEPM business. Thesei nchtahntg eGrppunmV eidl eVal ve daitct Riomk (VaR), w
to a |imit of £10m per day at a confidence | evel otf h €9 7d dbws s i Tdhe
i sk to pr o&f ipthaybsiidei d yf iorfa nScSEa | asset s, to ensure that tsrading
nings. I'n addition, the Group willdl move away f rnogn shterdagti enggy
et Fichd alsdsyr, udthier e of the risk committees wil!/l be changed to
cutive Director Tony Cocker. The Whol esateadi slg pommiti bae
k and wil!/l report directly to the SSE Board Risk Committee.

QD
7]
n O nu = un

In the six months to 30 September 2018, the Group coantrienwieedw t
of provisioning levelsawabkysbsacbiidbdstodi, cbaaseld ool aacti ons,
at March 2018. However, aged debt | evels remain highaaadi nfge

dit risk inmnhehehpamgieodn DPeopitse on met hodol ogy at 30 Septen
h 31 March 2018 as a result of increased aged debt Il evels i

=0
— =
-+ O

Gropuopl i cy in relation to |igufditgsrpe&ksicbheéj nubattptbwi kb
t its liabilities when due, under both nor mal amaget t ®s s ¢ &
utation. Further'sfdienandi als ontoateadmda mt & heet GMarugph 2018.

3
®
T oo

financi al reporting purposes, the Group has clraisvsatfiiveeds dae
ancing derivatives. Operatingoderiacasi veas |l uel age tthoseael If oqu
bon. Financing derivatives includéedibk hatcptuamakbldei( madhktasaé:
ivatives, cash f | ow -hfeodrgeei ganc ceoxwcrhtaendg ef ohreediggers geaxncahcannognen t ceadn tcroar
eated as held for trading.

—h
= = 35 =
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16. Financial Risk Management (continued)

The net movement reflected in the interim income statement car

Six months Six months

ended 30 ended 30

Year ended 31 September September
March 2018" 2018 2017
£m £m £m

Operating derivatives

(16.5) Total result on operating derivatives (i) (629.6) 17.9

(72.6) Less: amounts settled (ii) 64.2 3.5

(89.1) Movement inunrealised derivatives (565.4) 21.4

Financing derivatives (and hedged items)

(95.6) Total result on financing derivatives (i) 48.7 (213.1)
62.6 Less: amounts settled (ii) (9.1) 189.1
(33.0) Movement in unrealised derivatives 39.6 (24.0)
(122.1) Net income statement impact (525.8) (2.6)

(i) Total result on derivatives (and hedged items) in the income statement represents the total amounts (charged) or crétitetttime statement in
respect of operating and financial derivatives.
(i) Amountssettled in the period represent the result on derivatives transacted which have matured or been delivered and have bdeah wittin the
total result on derivatives.
(iii) The disclosures for March 2018 and September 2017 haverbgersented

The vfadiures of the primary financial assets and I|liabilities of
March 2018 September 2018 September 2017
Carrying Fair Carrying Fair Carrying Fair
value value value value value value
£m £m £m £m £m £m

Financial Assets

Current
2,69838 2,6988 Trade receivables 1,626.1 1,626.1 1,820.6 1,820.6
5.0 5.0 Other receivables 4.5 4.5 16.5 16.5
Cash collateral and other short term
1 1 loans 361.6 361.6 36.7 36.7
232.2 232.2 Cash and cash equivalents 76.7 76.7 1,199.6 1,199.6
1,060.1 1,060.1 Derivative financial assets 2,919.1 2,919.1 1,037.4 1,037.4
4,071.2 4,071.2 4,988.0 4,988.0 4,110.8 4,110.8
Non-current
4.8 4.8 Unquoted equity investments 2.9 2.9 9.6 9.6
Loans to associates and jointly controlle
781.0 781.0 entities 750.5 750.5 825.0 825.0
336.4 336.4 Derivative financial assets 890.3 890.3 515.7 515.7
1,122.2 1,122.2 1,643.7 1,643.7 1,350.3 1,350.3
5,193.4 5,193.4 6,631.7 6,631.7 5,461.1 5,461.1
Financial Liabilities
Current
(2,562.6 (2,562.§ Trade payables (1,574.5) (1,574.5) (1,571.3) (1,571.3)
Bank loans commercial paper and
(626.3 (662.9  \erdrafts (868.6) (910.2) (106.0) (106.0)
(24.0 (24.0 Finance lease liabilities (28.9) (28.9) (28.5) (28.5)
(1,253.3 (1,253.) Derivative financial liabilities (3,374.5) (3,374.5) (1,025.0) (1,025.0)
(4,466.0 (4,502.9 (5,846.5) (5,888.1) (2,730.8) (2,730.8)
Non-current
(7,733.2 (8,776.5) Loans and borrowings (8,379.0) (9,200.2) (8,166.4) (9,297.4)
(227.) (227.) Finance lease liabilities (210.5) (210.5) (237.0) (237.0)
(566.9 (566.9 Derivative financial liabilities (1,280.3) (1,280.3) (693.3) (693.3)
(8,527.) (9,570.5 (9,869.8) (10,691.0) (9,096.7) (10,227.7)
(12,993.3 (14,073.0 (15,716.3) (16,579.1) (11,827.5) (12,958.5)
(7,799.7 (8,879.6 Net financial liabilities (9,084.6) (9,947.4) (6,366.4) (7,497.4)

79



16. FinancialRisk Management (continued)

Fair Value Hierarchy

The following table provides an analysis of financial instruments that are measured subsequent to initial recognitiorakisfair

grouped into Levels 1 to 3 based on the degree to tvite fair value is observable.

1 Level 1 fair value measurements d@hese derived from unadjusted quoted market prices for identical assets or liabilities.

1 Level 2 fair value measurements are those derived from inputs other than quoted prices included within level 1 that are
observable for the asset or liability, eitherelitly (i.e. as prices) or indirectly (i.e. derived from prices)
1 Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability

that are not based on observable market data.

September 2018 September 2017
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
£m £m £m £m £m £m £m £m
Financial Assets
Energy derivatives 825.9 2,591.6 - 3,417.5 369.9 768.7 - 1,138.6
Interest rate derivatives - 379.6 - 379.6 - 380.6 - 380.6
Foreign exchange
derivatives - 12.3 - 12.3 - 33.8 - 33.8
825.9 2,983.5 - 3,809.4 369.9 1,183.1 - 1,553.0
Financial Liabilities
Energy derivatives (1,003.7) (3,231.6) - (4,235.3) (353.2) (927.3) - (1,280.5)
Interest rate derivatives - (419.0) - (419.0) - (435.8) - (435.8)
Foreign exchange
derivatives - (0.5) - (0.5) - (1.9) - (2.9
Loans and borrowings - (136.8) - (136.8) - (156.0) - (156.0)
(1,003.7) (3,787.9) - (4,791.6) (353.2) (1,521.0) - (1,874.2)
There were no sugnbfi teneltdanstersevel 2 and out of Il evel 2
nor in the 6 months ended 30 September 2017.
March 2018
Level 1 Level 2 Level 3 Total
£m £m £m £m
Financial Assets
Energy derivatives 246.3 839.4 - 1,085.7
Interest rate derivatives - 301.9 - 301.9
Foreign exchange derivatives - 8.9 - 8.9
246.3 1,150.2 - 1,396.5
Financial Liabilities
Energy derivatives (249.7) (1,088.9 - (1,338.)
Interest rate derivatives - (480.0) - (480.0)
Foreign exchange derivatives - 2.9 - 2.9
Loans and borrowings - (37.3) - (37.3)
(249.7) (1,607.6) - (1,857.3)
There were no significant transfers out of | evel hl 2i0it8o | evel
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17. Retirement Benefit Obligations

Defined Benefit Schemes

The Group has two funded final salary pension schemesuWwhiech p
to independent valuations atsbebadsas aweEypt byee Feamnsce@Th®eGrio
Per sonal Pension Pl an, det asl §FioanwhibthSwatempnosgsi ded3ilnMahehc
Summary of Defined Benefit Pension Schemes:

Movement

recognised in Pension Movement recognised in respect
the SoCl asset/(liability) of the pension asset in the SoCl Pension asset/(liability)
March March September September September September
2018 2018 2018 2017 2018 2017
£m £m £m £m £m £m
Scottish Hydrdelectric Pension
30.5 572.1 Scheme (60.8) (17.0) 518.5 514.1
191.3 (237.6) Southern Electric Pension Scheme 83.5 90.5 (136.8) (350.8)
Net actuarial gain/(loss) and
221.8 334.5 combined asset/(liability) 22.7 73.5 381.7 163.3
A triennial valuation of the Scottish Hydro Electrschéemashan &
surplus of £156.7m at 31 March 2018 on a funding basapprcowmalar
the triennial valwuation, the Group agreed with theousluptagse e
at £14m annually.
The major assumptions used by the aatwati esnsi webeth schemes i
March 2018 September 2018 September 2017
4.2% Rate of increase in pensionable salaries 4.3% 4.3%
3.2% Rate of increase in pension payments 3.3% 3.3%
2.65% Discount rate 2.9% 2.8%
3.2% Inflation rate 3.3% 3.3%
The assumpatong to |longevity underlying the pension I|liabiliti
all owance for future improvements in |longevity. The ads awgnmpt6i5qi
are as foll ows:
March 2018 September 2018 September 2017
Male Female Male Female Male Female
Scottish Hydro Electric Pension Scheme
23 24 Currently aged 65 23 24 23 24
25 27 Currently aged 45 25 27 25 28
Southern Electric Pension Scheme
23 25 Currently aged 65 23 25 23 25
24 26 Currently aged 45 24 26 25 27
During the prior year the Scottiahl diygevi EyeswapccPeasiogscS8
reduce its exposure to |l ongevity risk. The swap coveespdsB@0O ¢t
volatility in the | ongeveéet@raspumplli obenéfti t sfrexmpefcttedr ¢ hae¢ du
scheme as a result of the swap.
18. Capital Commitments
March 2018 September 2018 September 2017
£m £m £m
Capital Expenditure
527.3  Contracted for but not provided 666.0 616.0

Capital commitment®f £16.2m related to the SSE Energy Services business, which is heispfizalat 30 September 2018, are
excluded from the number above.
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19. Related Party Transactions

The following trading tr anbseacweieonn st hteo oGr opulpa caen dd uvernitni g itehse wphe rcihc
t h

are not members of e Group. Rel ated parties ar e ndceef ionveedr .as t

Sale of Purchase of Sale of Purchase of

goods and goods ad Amounts Amounts goods and goodsand  Amounts Amounts

services services owed from owed to services services owed from owed to

Sep 2018 Sep 2018 Sep 2018 Sep2018 Sep2017 Sep 2017 Sep 2017  Sep 2017
Equity accounted joint ventures: £m £m £m £m £m £m £m £m
Scotia Gas Networks Ltd 26.1 (71.2) 0.6 16.1 24.9 (59.4) 0.8 -
Seabank Power Ltd 16.2 (28.7) 0.1 8.7 6.0 (88.0) 0.1 22.2
Marchwood Power Ltd 5.4 (62.4) 0.4 17.3 5.4 (74.9) 0.9 14.2
Clyde Windfarm (Scotland) Ltd 1.7 (55.4) 4.7 30.0 25 (43.2) 1.1 24.0
Other Joint Ventures 7.3 (30.6) 9.5 5.0 5.8 - 2.3 -
Associates - (17.2) - 4.3 14 (26.5) 3.0 7.3
The GGroggps supply activity incurs gas distribution charges f|
Scotia Gas Networks in the form of a management serv.ibe agr ¢
transactions with Seabank Power Limited and Marchwood ePower
tobing of energy under power purchase arrangements. The amour
settled in cash. The transactions with Clyde Wi ndfaem gdweor | &
purchase agreements. This related party was previous!| Wowhol |}
provisions have been made for doubtful debts in respect of th
I'n addition tgo ttrhaen saabcotvieo ntsr atdhien Gr oup was owed the following
Scotia GasONe2Zmef k&R Z8MR2I0EB10M)Flerrybridgeéel M&EZEm-£22000.78Mar c h
201-812@).FRerryMFE@geEf M2 O edmES2n0Q 7TMar c-tE 120 1IM&m) hwood Powemé Li mit
(20-£85n, 2 Mar c+ 799)88and Cl yde WiLndafidared EQE®Bt7IRanNd20&EB3 7m).
20. Seasonality of operations
Certain activities of the Group are affected by weataherresaunldt t
of this, the amounts reported for the interim perdlold ymmgr nbue
seasonal fluctuations in customer demand for gas, el etcitan ci t
out put and commodity ©prices, mar ket changes i n ceomnmoldumeys pal
electricity and gas distributed or transmitted acrossrmeétl wor K
higher in winter months. I'n Retail, notabl e seampeardt wrfdecitrs
first half ofint Whofliesahei alt hgear.is the i mpact of | ower cust o
on renewabl e generation such as hydro and wi nuds taonnde ro tdheemma nsde af s
is more volatile than the equivalent demand for electricity.
During the six months ended 3a pSreopltoemgbeedr p2e0rli8o dt hoef UnaKa renx pteer nm pee
consumer demand f or pgearsi oadn.d Aesl eac'drreigtuildtry,i mtnhr et h@d ¢ sp are more af
operations than in prior years.

21. Postbalancesheetevents

211/ a! Fyy2dzyOSYSyi
On 10 October, subsequent to the bal an€MA3snhneceutn cdeadt ei,t st hfei nCdoi nmpg
the potential threats to competition in s her dJKodednetsrtdrcs emteirgr

(i‘'nnoglye '€MAevi ew found that t he eparto ptoos ecdo nipreatnistaicotni oann dp ocsleeda rneod
remains committed to the transaction ampdogiriesist i a8 c wiomike rh as
20t4he Group anhobhadecéeaditbaterddsii omdgrpagvdt hgi patentcammehainglest ¢ omg
proposembi nati on and stated it was I|likely theHpwepbisedorckhmbo nat¢
achieve the formabompanwndohi shuaegadoflhieatbefloirtei etsh er eansasient spr esent

21.2Ddzk N> yiSSR aidDmEy da $yar a2y
On 26 October, the High Court finalised a judgement|lioydshBaaoi!

ruling has potential consequences for the accrued Ileiaabitloi taine
increase in tsheddfiiarbed ildeareef iotf pSeSrEs i o n hsacth epneenss.i oThh es cj huedmgeesm esnht o
to equalise pension benefits for men and women in rel a®i 88Eto
wi || engage with the trustees of ist,s tpoe nessitoinmastceh etnhees ,i ngtasc ta cot

pension schemes.
21.3LYRA3I2 t A LISEiAKYSS 20 yRAMENBYAYISy o / F LIAGE £ Cdzy R
On5 NovemberEMILlr8o, n nemea a l Capital Fundgread whihe hs &ISE dfas| madiddE

Infrastructure Partners. SSE expects that a distributsiaodre. of
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Statement of directors’ responsibilities in respec

We confirm that to the best of our knowl edge:

i) the condemsedtacetemeht 5i hascibeen prLgpENAY CA YiagOdiddanv®dl? Wiy i
EU;

ii) the interim management report includes a fair review of ¢t}
(a) DTR 45RaJiR2 odzNB hley R, beNInya LdnNG yhGlei cvadzti San of i mportant event
mont hs of the financi al year and their impact on t he rciosnkdse nasne

uncertainties fotrhd hef rtetm&aiyeée arg; samnxd mon

(b) DTR 45R3 @fR2 odzNR hley R, ¢ihNé V@ ¢gJ NEyHBe dvdzh &ty transactions that
the current financi al year that have mdt etrhiealdnyt iatfyf edcureidn gt hteh
changes in the related party transactions described in the | as

For and on behalf of the Board

Al i st aDavPeBsl |l ips Gregor Al exander
Chief Executive Finance Director
London

1I3November 2018
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Conclusion

We have been engaged by the Company to review the condensed set of financial statements inyleafafinanciateport for the

six months ended 30 September 2018 which comprises Consolidated and Condensed Income Statement, the Consolidated and
Condensed Statement of Comprehensive Income, the Consolidated and Condensed Balance Sheet, the Consolidated and Condensed
Satement of Changes in Equity, the Consolidated and Condensed Cash Flow Statement and the related explanatory notes.

Based on our review, nothing has come to our attention that causes us to believe that the condensed set of financial t#atemen

the halfyearly financial report for the six months ended 30 September 2018 is not prepared, in all material respects, in accordance
with I'AS 34 Interim Financi al Reporting as adopted byfthe he EU
UK’ s Financi al Conduct Authority (“the UK FCA").

Scope of review

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland) 2410 Review of Inter
Financial Information Performed by the Independent Auditor of the Entity issued by the Auditing Practices Board foreisé&irAth
review of interim financial information consists of making enquiries, primarily of persons responsible for financial amttiagco
matters, and applying analytical and other review procedures. We read the other information contained in tyednklffinancial

report and consider whether it contains any apparent misstatements or material inconsistencies with the information in the
condensed set of financial statements.

A review is substantially less in scope than an audit conducted in accordaticénternational Standards on Auditing (UK) and
consequently does not enable us to obtain assurance that we would become aware of all significant matters that mightfeident
in an audit. Accordingly, we do not express an audit opinion.

5 A NB @espoisihilies

The halfyearly financial report is the responsibility of, and has been approved by, the directors. The directors are responsible for
preparing the halyearly financial report in accordance with the DTR of the UK FCA.

As disclosed inote 2, the annual financial statements of the Group are prepared in accordance with International Financial Reporting
Standards as adopted by the EU. The directors are responsible for preparing the condensed set of financial statemedt#iticéude
half-yearly financial report in accordance with IAS 34 as adopted by the EU.

Our responsibility

Our responsibility is to express to the company a conclusion on the condensed set of financial statements inygerlgdihancial
report based on our rdew.

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

This report is made solely to the company in accordance with the terms of our engagement to assist the company in meeting the
requirements of the DTR of the UK FCA. Our revievbdas undertaken so that we might state to the company those matters we are
required to state to it in this report and for no other purpose. To the fullest extent permitted by law, we do not accagglone
responsibility to anyone other than the compafoy our review work, for this report, or for the conclusions we have reached.

William Meredith

for and on behalf of KPMG LLP
Chartered Accountants

319 St Vincent Street

Glasgow

G2 5AS

1Novemb8r 201
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