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SSE develops,

builds, operates and
invests in low-carbon
electricity infrastructure
in support of the
transition to net zero.

[ts businesses are engaged in onshore and offshore wind,
hydro power, flexible thermal generation, solar and battery
technologies, electricity transmission and distribution, and
localised energy systems. It also provides energy products
and services to businesses and other customers.

$SE at a glance on page 2 B
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Financial Statements

Electronic tagging (ESEF)}

In accordance with European Single Electronic Format 'ESEF]
requirement that UK-listed companies publish primary financial
statements in machine-readable format, SSE's 2023 Annual
Report and Atcounts, and notes to the Financial Statements,
are published as an XHTML tagged document on sse.com kB

[2M Alternative Performance Measures

SSE assesses the performance of the Group using a variety of
performance measures. These measures are net all defined
under tFRS and are therefore termed ‘nonr-GAAP' measures.

& reconciliation from these non-GAAP measures to the nearest
prepared measure in accordance with IFRS is presented and
described on pages 194 to 201 (B. The Alternative Performance
Measures S3E uses might not be directly comparable with
similarly titled measures used by other companies,

Measurement restatements

There has been an immaterial restatement to the Financial
Statements for the year ended 31 March 2022. For further details,
please see page 209 18.

Strategic Report

Seeks to give a fair, balanced and understandable
record of strategic progress and summarises
operational and financial performance. It sets

out SSE's long-term goals and associated risks,
and provides apen disclosure of material issuas
impacting SSE's stakeholders and the environment.
It is complemented by the standalone Sustainability
Report 2023 B which gives enhanced disclosures
of the impact of S5E's pelicies, practices and
performance on pecple and the planet.

Directors’' Report

Demonstrates the standards of corporate governance
set by the Board and which have been applied across
the work of the Board and its Committees. This
includes detaits of Board decision-making and how
stakeholder views have informed the broad spectrum
of Board work, including setting strategy and
assessing options for future growth.

Financial Statements

Are prepared in accordance with UK-adopted
international accounting standards (IFRS), audited
by external auditors, and approved by the Board
as a true and fair view of the financial state of the
Company in a given year.

Using our complete reporting suite
Throughout this report you can find links to our
complementary suite of reporting by following
these icons:

LD online at sse.com/annualreport2023

B in other SSE publications

B within another section of this report

Help us cut paper

Printing of this Annual Report is carbon balanced,
with trees planted to help offset the climate impact
of its production. While SSE has sought to reduce
the environmental impact of this publication as far
as possible, it encourages readers to opt cut of
receiving printed copies and make use of SSE's digital
reporting suite at sse.com/investors [T, in order to
reduce material and resources used.

Glossary

While every effort is made to explain technical terms
and abbreviations where they appear in the text of
this Annual Report, a glossary is provided to further
assist the reader on page 34718,

SSE plc Annual Report 2023
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SSE at a glance

Together, as a Group, SSE's businesses are
well positioned to capture the substantial
growth opportunities generated by driving
and accelerating the net zero agenda
through electricity infrastructure.

Market Economicall
based . regulated Y

Financial highlights

In the face of exceptional
macro-economic conditions,
SSE saw strong financial
performance in 2022/23 thanks
to its resilient business model,
solid operational delivery and
good progress on its strategy.
Below-plan renewables output
was offset in the year by
thermal. flexible hydre and

gas storage assets which

were rewarded for providing
timely system backup.

Group operating profit/loss

£2,529.2m

Adjusted

£(146.3)m

Reported

SSE Thermal

Gas-fired power stations; hydrogen
carbon capture and storage; gas storage.

SSE Renewables

Onshore and offshore wind; flexible, run-of-river
and pumped storage hydro; solar and battery.

Operating profit

£580.0m

Adjusted

£446.3m

Reported

Operating profit contribution to Group
23%
(-]

Proportion of Group capex

48%

Operating profit

£1,031.9m

Adjusted

£1,089.5m

Reported

Operating profit contribution to Group

41%

Proportion of Group capex

10%

y S

Balance between renewables and thermal output/earnings provides
a natural hedge against market volatility and weather variability.

Energy Portfolio Management

Procuring the fuel required for, and trading the power
output from, SSE's generation assets, as well as trading £80_4m

Adjusted

on behalf of its supply businesses.

2 SSEple Annuat Report 2023

Operating profit/loss

(£2,626.0)

Reported
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Profit/loss before tax

£2,183.6m

Earnings/Losses Per Share

166.0p

Adjusted Adjusted

£(2056)m  (14.7)p

Reported Reported

Dividend Adjusted investment and capex

96.7p

£2,803.3m

{after refunds, including
acquisitions)

Financial Statements

Non-financial
highlights

The Total Recordable

Injury Rate safety measure
increased in the year due

a rise in contractor hours
worked cn construction.
SSE continues to make a
significant contribution to
the economies it operates in
as it delivers on its ambitious
investment programme.

Safety (TRIR} per 100,000
hours worked

0.19

Economic contribution
UK/ROI

£6.04bn/
€429m

Balance between market-exposed and
stable, economically-regulated earnings.

SSEN Distribution

Powering 3.9m homes

Energy Customer Solutions
Providing access to green energy for

SSEN Transmission
Connecting power generation

to urban areas of demand.

and businesses.

Operating profit

£372.7m

Adjusted

£405.5m

Reported

Operating profit

£382.4m

Adjusted

£382.4m

Reported

Operating profit contribution
to Group

15%

Operating profit contribution
to Group

15%

Propertion of Group capex

18%

Proportion of Group capex

19%

households and businesses,

SSE Airtricity operating profit

£5.6m

Adjusted

£5.2m

Reported

SSE Business Energy operating profit

£17.9m

Adjusted

£179m

Reported

SSE Distributed Energy

inc Solar and Battery*

Operating profit/loss

£(27.4)m

Adjusted

£33.5m

Reported

* From April 2023 the Solar and Battery business is part of

SSE Renewables.

SSE ple Annual Report 2023
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Chair’s statement

Right
action.
Right
NOW.

A year of unprecedented challenge in the globat
energy markets has cemented the role that SSE
and other energy providers must play in providing
long-term solutions to the challenges of national
energy security, affordability and climate change.

4 SSE plc Annual Report 2023

The actions SSE is taking now will be part
of the foundation of a transformed energy
systern aligned to the sector's 1.5°C global
warming pathway — cne that is cleaner,
more affordable and more secure. In
support of thase goals we are accelerating
renewables, transforming electricity
networks, providing vital flexible generation
back-up, and working hard to ensure
no-one is left behind along the way.

Responding to uncertainty

The war in Ukraine exposed Western
Europe's dependency on imported gas.
The resulting market volatility and energy
price spikes have rightly made policy
makers and energy providers the subject
of intense scrutiny and public discourse.

Qur response has been unamkbiguous,
focusing our efforts on where we can
make the biggest difference. By investing
record amounts — in excess of profits —
in critical national infrastructure we are
helping to address the causes rather than
the symptoms of the energy crisis.

As this Strategic Report shows, we have
successfully navigated the challenges

that came with turbulent markets and
unfavourable weather, and engaged
constructively with policy makers to ensure
that we can continue to fulfil our purpcse,
and generate value for our shareholders
and society more widely.

The people driving our delivery
None of our objectives or outcomes are
possible without the dedication and hard
work of our pecple. The executive team
and our highly capable and committed
employees and contractars have
delivered strong operaticnal and financial
performance in a challenging year, and
on behalf of the Board | thank them all
for their efforts.

I'd also like to express my personal gratitude
to our cutgeing Finance Director, Gregofr
Alexander, who leaves us in December after
more than 28 years’ excellent financial
stewardship of the Cempany. He should

be very proud — nct only of what he has
achieved duning his time at SSE — but of

the strong position in which he leaves us.

We are losing one of the FTSE's finest

FDs but after a rigorous selection process
we have a highly capable successorin
Barry G'Regan. Barry has been integral to
SSE's growth story for many years now,
particularly in terms of the reshaping of the
Group, and we all look forward to working
with him through the transition.
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“None of our objectives or outcomes are possible
without the dedication and hard work of our
workforce. The executive team and our highly
capable and committed employees and contractors
have delivered strong operational and financial
performance in a challenging year, and on behalf
of the Board | thank them all for their efforts.”

Engagement with SSE colleagues was a
feature of the 2022/23 Board agenda and

| was particularly pleased that we were able
to use the time after the main business of
the AGM to meet a number of employees
face-to-face and more than 3,500 in a
virtual townhall setting to discuss the
Board's commitment to ensuring 55E offers
a truly safe and inclusive workplace.

Getting everyone who works for SSE
homme safe at the end of each working
day has always been our top priority, but it
has been a difficult year. The devastating
death in June of Liam Macdonald,

a young contractor working on Shetland,
has caused us to refocus our efforts.

A new contractor safety team has been
established to ensure our partners are
supported and performance is closely
monitored across all our large capital
projects {(See pages 63 and 162 |8).

Right strategy at the right time
With SSE's oppertunities for growth defined
by the imperative to decarbonise power
sectors at home and abroad, our Net Zero
Transition Plan spells cut how we will
remove greenhouse gas emissions from
our own operations, supported by a
process for accountability with an annual
shareholder ‘'say on climate’ resoluticon.

We welcomed the overwhelming support
given to our first AGM vote on 55&'s Net
Zero Transition Report in July 2022.

Since then, record levels of investrment
and the sale of a minority stake in our
transmission business have provided the
platform far us to push ahead with large
capital projects, grow our development
pipeline both at home and abroad, and
implement ambitious business plans in
our regulated networks businesses.

However, we have always been clear that
our Net Zero Acceleration Programme
{NZAP) was just the start of our ambitions.

The opportunities and options for SSE to
deploy its capabilities and resources have
grown substantially since the programme
launch in November 2021.

We have since refreshed the programmae
with the launch of a more stretching "NZAP
Plus' which includes plans for £18bn of
investment out 1o 2027.

These revised plans, in the context of
S5E's Net Zero Transition Plan, reflect the
continuing strength of our business model
and balance sheet, the urgency of climate
action and the wealth of opportunities
presented to us by the transition 1o net
zero and the encouraging economic and
policy tailwinds we see for the sector.

Going further, and faster

We are proud of the progress we are
making with a strategy that, over the
medium term, will help to address the
dilemmas of affordability, environment
and security of energy provision.

We are working with governments to
create policy frameworks which will
accelerate investment into much needed
infrastructure, and bring forward long-
term soluticns for energy users, the
environment, and society generally.

As a long-standing Fair Tax-accredited
company, we are committed to paying the
right amount of tax, in the right place, at
the right time. And we recognise that taxing
extraordinary profits is reasonable where
those profits are actually realised. But the
bigger prize will be the fruits of large-scale
investment in clean energy, 50 the overall
investment climate remains important.

The UK has enjoyed a leading position in
the flows of green capital over the past
decade as a result of world-leading policy
making and a stable investment climate.
Others are now seeking to overtake, with
the US Inflation Reducticn Act and the EU's
Net Zero Industrial Plan.

The UK Review of Electricity Markets
Arrangement (REMA) and other policy
interventions offer an oppertunity to put
the UK back at the leading edge and ensure
investment can be accelerated throughout
the value chain. SSE stands ready to assist
in that development.

Financial Statements

Leaving no-one behind

A truly just transition to net zero will leave
no-one behind and that means bringing
our stakeholders with us. S5E was an early
adopter of the principles of a just transition
and we recognise that continued consensus
in favour of net zero will, in part, depend on
the fairness, perceived and experienced, of
the way in which the costs and benefits of
climate action are distributed.

It will require actions as well as words

and we will continue to take tangible steps,
for examgple, by recruiting people from
high-carbon industries as part of the
expected intake of the 1,000-plus new
jobs we expect to create each year.

Businesses like 5SE do not operate in
isolation. We create value for society and
provide the critical infrastructure needed
for a prosperous economy. And by doing
this in a sustainable way, we secure the
right to earn a profit.

It forms a social contract that underpins a
culture of ‘doing the right thing’ and inspires
a leadership position on transparency and
disclosure that makes us accountable to all
of our stakeholders for our decision-making
and actions.

A key objective of this Strategic Report
and the associated Section 172 Statement
{See page 26 B) is to build on disclosures
we have provided in recent years and
reflect on the work being done to promote
SSE's long-term success. Both reports are
approved by the Boarg in accordance with
the Companies Act 2006 and we welcome
comments on the matters covered within
the following pages.

.

Sir John Manzoni
Chair, SSE plc
23 May 2023
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Chief Executive’s review

Raising
the bar
on het
Zero.

The first full year of SSE's Net Zero Acceleration
Programme will be remembered as a period of
strategic gains and financial and operational progress
in a shifting and uncertain energy landscape.

6 SSE plc Annual Report 2023

Over the past year we have continued to
create value for our shareholders and
society by investing more than we make in
profits in the crucial renewables. networks
and flexible energy assets neeaded to uniock
a cleaner, more secure and more affordable
energy system. We delivered record capital
investment, exceeding £2 8bn including
acquisitions. | am proud of what has been
achieved in a shifting and uncertain energy
landscape, with the strength of our
balanced business mix and the quality of
our people and assets shining through,

There is no doubt that the year also
brought its challenges. But progress made
in the face of exceptional macro-eccnomic
conditions, government intervention in
energy markets and the continued impact
of the war in Ukraine gives us immense
confidence in our strategic direction and
optimism about meeting cur ambitious
2030 Goals. {See pages 22 to 23 8).

We have always sard our Net Zerc
Acceleration Programme (NZAP) represents
the floor, not the ceiling, of our ambitions.
Backed by excellent growth options and
strong financial performance, we are well
placed to explore further investments to
support an accelerated transition to net
zero with the revised 'NZAP Plus’ we
announced in May 2023,

Commitment and resilience

In volatile times SSE continues to be
resilient thanks to our very deliberate mix of
market-based and economically regulated
businesses, world class assets, natural
hedges, balance sheet strength and, above
everything else, the quality of our people.

The nature of our business means everyone
at SSE has been keenly aware of, but not
immune to, the inflationary pressure of high
energy prices in the past year. With this in
mind we introduced a number of measures,
including bringing forward a proportion of
the 2023 pay settlement, to ease the burden
on employees over winter. We also know
difficult times bring emotional pressures
too, and I'm pleased that we have taken
what we learned from Covid-19 and
continued to improve the mental health and
wellbeing support we offer colleagues.

On behalf of the executive team, | would

like to thank all SSE's direct employees and
contractors ~ not just for their achievements
in2022/23 - but for their unremitting
passion, commitment and dedication to cur
purpose of building a better world of energy.

No matter their role, getting everyone who
works for SSE home safe at the end of each
day remains our nurmber one priority and
that focus is all the keener following the
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“Backed by excellent growth options and strong
financial performance, we are well placed to explore
further investments to support an accelerated
transition to net zero with the revised ‘NZAP Plus’

we announced in May 2023."

tragic death of Liam Macdenald on Shetiand
inJune 2022. As cur operational activities
increase so too does our focus on delivering
industry leading safety programmes with
our partners. {See pages 63 and 162 [H;.

Clean, secure, affordable energy
In 2019, we tocok the decision tc align to the
UN’s Sustainable Development Goals (SDGs)
with four core associated 2030 Goals. The
NZAP Plus sets the pathway for SSE to meet
those broad goals in 2030. Recognising

that decarbonisation represents a radical
economic transformation affecting all
sectors of society, we continue to advance
the case for a just energy transition.

As events of the last year have shown,
accelerating the energy transition is not
conly a moral imperative in the context of
the climate emergency, but is also central
to securing a reliable and affordable energy
supply. For the electricity system, there is
no trade-off between our climate ambitions
and consumer costs or maintaining security
of supply. And, by investing in energy
independence, S5E is simultanecusly
tackling the crises of energy affordability
and security, as well as climate change.

As a business, we remain committed to
further reducing the system’s reliance on
imported fossil fuels by reinvesting additional
profits in the accelerated deployment of
crucial renewable, flexibility and network
infrastructure. By doing so, we are creating
lasting value for SSE's stakeholders, and
society as a whole.

Delivering record investment
The NZAP Plus is the platform to achieve
these aims, giving us a pathway to invest
£38bn in GB and Ireland by the end of the
decade. SS5E is on course to deliver 20% of
both the electricity networks and offshore
wind needed to meet the UK's net zero
targets for 2030. And opportunities
associated with net zerc continue to
accelerate across the value chain,

not least in SSE's networks businesses.

Ofgem's Accelerated Strategic Transmission
Investment (ASTI) framework announcement
clears the way for SSEN Transmission to build
the assets required to support S0GW of
offshore wind by 2030 and SSEN Distribution
is set to implement a £3.6bn RIIO-ED2
business plan agreed with Ofgem.

The final RIO-ED2 determination sees
baseline allowances for SSEN Distribution
increasing by £300m from draft
determinations, represerting a 22%
increase in alltowed expenditure compared
to an equivalent period in RIIC-ED1.

While the original NZAP assumed a 25%
minority stake sale in SSEN Distribution,

we consistently review cur options and
direction and the NZAP Plus plan now
reflects the decision that retaining 100% of
the business is the right strategy at thus time.

A year of milestones

The first full year of the NZAP was packed
full of milestones cn our flagship projects
whilst the size and diversity of our
development pipeline continues to grow.

SSE Renewables achieved first power at the
1,075MW Seagreen offshore wind project
and made significant progress on Dogger
Bank, the woerld's largest offshore wind
farm, including the opening of the O&M
base in Tyneside. The UK's most preductive
onshore wind farm by output, Viking,
remains on track for operation in 2024.
The pipleline grew and further diversified
too, with the acquisition of SGRE's onshore
development platform in Southern Europe.

it was also a particularty strong year for our
thermal business, which officially welcemed
Keadby 2 into the fleet with commercial
operations at Europe’s most efficient CCGT
commencing in March 2023. 55E Thermal's
portfolio was further bolstered by the
acquisition of 1.3GW Triton Power with
Equinor, which holds significant CCS and
hydrogen potential and has already created
value for the Group.

In networks, SSEN Transmission oversaw
the laying of the Shetland HVDC link, which
is on course to connect the islands to the
GB energy system for the first time in 2024,
while our distribution business delivered
against a vast range of projects in both the
north and south network regions during
the final year of RIIO-ED1.

SSEN Distribution continued to embed
iearnings from our Storm Arwen review
and action plan, rolling out new processes
and procedures in the Shetland ice storm
in December 2022 and Storm Otto in
February 2023. An improvement in storm

Financial Statements

responses, and consistent ‘above and
beyond' levels of service, received plaudits
frormn the government, custocmers and
other stakeholders.

Options for strategic growth
Enabled by record levels of investment

in 2022/23 and the sale of a minority stake
in our transmission business, we have
confidence in our ability to go even further,
faster. With renewables opportunities such
as Coire Glas. Berwick Bank and Ossian
(ScotWind), Regulated Asset Value growth
in our networks businesses, alengside
developments in CCS, hydrogen, solar
and battery technologies, we are creating
substantial growth opticns in the near and
medium term.

And as we explore opportunities to grow at
home, we are also building our capabilities
abroad, by exporting our renewables
expertise to Southern Eurcpe and Japan.
Comgpletion of the Southern Eurcpean
development acquisition this year helped
drive SS5E's secured pipeline up from

10GW to nearly 14GW with significant
future prospects even befere upcoming
aucticn processes.

An optimistic future

To close, our strategy looks even better
one year ch than it did at the end of
2021/22. It is our platform for delivery

and growth, underpinned by a socially
responsible purpose and a value-creating
strategy, investing record amounts in clean,
green energy infrastructure.

Having navigated the choppy waters of
market and pelicy uncertainty this year,
SSE has emerged with an even clearer
vision of the role we must continue to
play in developing and building the energy
systermn of the future.

For there is no doubt that, in our people,
businesses and assets, we hold an important
part of the long-term solution to the energy
crisis in our hands. And, as we enter 2023/24,
we do so emboldened in our pursuit of an
energy system that is cleaner, more secure
and more affordable.

Qe
M%/

Alistair Phillips-Davies
Chief Executive, SSE plc
23 May 2023
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Our strategy

OUR PURPOSE

To provide energy needed today while
building a better world of energy for tomorrow.

OUR STRATEGY Develop
To create value for shareholders

and society in a sustainable way

by developing, building, operating

and investing in the electricity Net Ze Yo
infrastructure and businesses

needed in the transition to net zero.

OUR GOALS

SSE’s 2030 Goals, aligned to the UN’s
SDGs, provide important milestones
on the journey to net zero. Cut carbon
intensity by 80%

More about our progress on page 2218 Reduce scope 1 carbon intensity by 80%
by 2030, compared to 2017/18 levels,

0 61gC0O e/kWh.

OUR VALUES

All of this is underpinned Safety Service

If it's not safe, We are a company
by a set of core values we don’t do it. that customers
designed to guide decisions can rely on.

and actions in SSE.

8 SSE plc Annual Report 2023
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OUR VISION

To be a leading energy
company in a net zero world.

Build

Operate

Financial Statements

Acceleration Programme Plus imes

Increase renewable
energy output fivefold
Build a renewable energy portfolio

that generates at least S0TWh of
renewable electricity a year by 2030

Efficiency

We focus on
what matters.

Sustainability

We do things
responsibly to add
long-term value.

Enable low-carbon
generation and demand

Enable at least 20GW of renewable
generation and facilitate around

2 million EVs and 1 million heat
pumps on SSEN's electricity netwaorks
by 2030.

Excellence

We continually
improve the way
we do things.

Champion a fair and
just energy transition

Be a global leader for the just transition
to net zero, with a guarantee of fair
work and commitment to paying fair
tax and sharing economic value.

Teamwork

We work together,
respect each other

and make a difference.

SSE plc Annual Report 2023
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Our business model

WHO AND WHAT WE RELY ON

Key stakeholder groups

Employees

$SFE's strategy and success are dependent
on the shared talent, diversity, innovation
and values of the people it employs.

Direct employees

c.12k

Shareholders and Market cap
debt providers £19 Gbn
SSE must be well-financed, with the ability =
to remunerate shareholders for their at 31 March 2023
investment, secure debt at competitive
rates and grow the business.
Energy customers Networks and
supply customers

Censumers create demand for the energy
and services SSE provides and set the tone
for our purpose.

4.98m

Government and regulators
SSE relies on policy frameworks and
public services that support investment
in critical national infrastructure, are
fair on customers and maintain the
mementum behind net zero.

Investment in
infrastructure (capex)

£2.8bn

NGOs, communities, society

SSE needs the support of the communities
it works in and the backing of civil society
in pursdit of & just transition to net zero.

Investment in
communities

£16.5m

Suppliers, contractors

and partners

$SE relies on a healthy supply chain and
works with partners whose capabilities
offer synergies for innovative project
development and efficient ownership
structures.

Number of suppliers

c.9,000

More on pages 26 to 338

Natural environment

From wind and water used to produce
energy, to materials used to build energy
infrastructure, natural rescurces are
essential to SSE's value creation.

More on pages 52 to 55 B

Science-based carbon
targets aligned to

1.5°C

SSE plc Annual Report 2023

HOW WE DO IT

Develop

SSE identifies opportunities in domestic and overseas
markets where it can best use its capability in providing
the clean, affordable energy infrastructure needed to
decarbonise the economy.

It works with partners with relevant technical and
geographic expertise in the deployment of proven and
innovative technelogies to grow a development pipeline
that creates lasting value and benefits all stakeholders.

Build

SSE consistently delivers highly complex electricity
infrastructure in a timely manner and within budget.

It draws on a proud heritage of construction
and utilises modern technologies in the building
of assets that are critical to a cleaner, cheaper,
more secure energy system.

Operate

SSE operates its assets in a responsive and
responsible way. It promotes a culture of
continuous improvement and stakeholder
engagement to provide quality customer service.

It invests in asset resilience to meet consumer
demand and strives to ensure the safety and
wellbeing of the people and places impacted
by its activities.

Invest

SSE invests in low-carbon infrastructure as part of
its net zero-focused strategy. lts investments are
fully funded and underpinned by partnering which
unlocks value, and debt secured at efficient rates.

In May 2023, SSE announced it would be enhancing
its investment programme as part of an updated
‘NZAP Plus’ amounting to £18bn of capital
expenditure.



i Strategic Report Directors’ Report

WHY WE DO IT

The developer premium that comes with S5E's reputation for delivering
world-class assets enables it to realise value at key stages of projects
through timely sell-downs.

By extracting value in this way, SSE does not always wholly own projects
on completion but it does retain stakes and a solid asset base to support
future earnings.

SSE's experience in managing large capital projects and navigating
regulatory and planning processes offers a competitive advantage
when it comes to securing quality development sites and required
permissions.

As a national clean energy champion, SSE takes seriously the role it
has to play in decarbonising the energy system and has published
the world's first business strategy for a just transition to net zero,

It is providing the renewables, the enabling networks and the flexible
thermal generation that will be needed in a smooth transition,

SSE also seeks to fulfil its social contract with communities by
working with local supply chains, supporting their commitments
to decarbonisation, and addressing the impact that change is
having on the sector.

As a critical service provider, SSE works to ensure the generation
plant availability and networks resilience needed to support security
of supply in the UK and Ireland.

It also operates its assets efficiently through the implementation
of innovation, learning and technology to maximise shareholder
return and optimise customer value.

While SSE is primarily focused on providing and running large
infrastructure, it is keenly aware of the cost pressures felt by energy
users. It is committed to the supply of affordable energy and the
operation of resilient electricity networks for the benefit of customers.

SSE invests to fulfil its core purpose and support the Board's endeavours
to promote the long-term success of the Company.

It invests to create lasting value for shareholders and scciety, exercising
financial discipline that commits only to projects that are expected to
offer returns that are greater than the cost of capital.

And it invests to help meet its social obligations by contributing to
GDP growth through payment of tax and creating quality jobs and
supporting the supply chain through growth of the Company.

At a Business Unit-level, SSE also invests in innovation and R&D that
is furthering the cause of decarbonisation. More detail on this can be
found in the SSE Sustainability Report 2023.

Financial Statements

THE VALUE WE CREATE

Employees
Jobs advertised

3,732

Internal and external roles. 55E expects to create
1,000 new jobs a year up to 2026.

Shareholders and debt providers
Dividend

96.7p

S5E has a clear dividend policy and
growth oppertunities tc support long-term
shareholder value.

Energy customers
SSE Alrtricity customer support

€25m

Most comprehensive customer support
package offered on the island of Ireland.

Government and regulators
Taxes paid UK/ROI

£502m/€53.8m

NGOs, communities, society
Community projects supported

1,160

Covering renewables and networks projects,

Suppliers, contractors, partners
Economic contribution UK/ROI

£6.04bn/€429m

PwC analysis of 55E's contribution to GDP.

Natural environment
Scope 1 and 2 GHG emissions up

4.5%

While SSE's total carbon emissions increased in
2022/23, emissions intensity has remained relatively
constant as investment delivers increasing levels of
renewable enerqgy.

SSE plc Annual Report 2023
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Sector review

Navigating
through
instability

2022/23 saw deepening economic uncertainty around the world as

the post-pandemic energy crisis was exacerbated by Russia’s invasion of
Ukraine. Soaring energy prices principally driven by the cost of international
gas contributed to high inflation in economies throughout the world.

The following pages set out how SSE has responded to the opportunities
and risks emerging from a rapidly shifting energy sector landscape.

Households squeezed as impact of
war reverberates across Europe

The cost of living crisis in 2022/23 further
underlined the importance of continued
investment in homegrown sources of
energy to reduce national exposure to
external global forces.

Simultaneously, governments across
Europe and the world looked to recalibrate
and expedite their renewable energy
ambitions. In tandem with government
policy, SSE continues to take direct airm

at the long-term causes of the current
crisis by investing billions in domestic
low-carbon infrastructure.

A prudent approach to hedging throughout
the year also helped insulate the Group
from the worst short-term commercial
impacts of the market volatility.
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In response to the cost pressures facing

its customers, SSE spent much of the year
working closely with policymakers to
develop and embed government support
schemes. SSE Airtricity established the
largest customer support fund in Ireland,
with provision for up to €25m in affordability
funding, before tater giving each customer
a €35 rebate to honour its commitment to
not making a profit in 2022/23. Meanwhile,
SSE Business Energy applied customer
discounts to the vaiue of £721m in the

year under the UK Government’s Energy
Bill Relief Scheme.

The cost of living is directly linked to
SSE's exposure to the Principal Risk of
Energy Affordability — details of how
this is mitigated are on page 73 5.
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Energy security tops
the political agenda

The year saw bold targets and aggressive
policy action to bolster domestic energy
security as governments set their sights
on tackling the energy crisis. The last

12 months put on stark display the
importance of clean, affordable,
homegrown energy as the solution

to countries’ reliance on volatile and
expensive international gas markets.
Wholesale prices at times in 2022 were up
to ten times higher than they were in 2021.

Cross-party political consensus crystalised

around the importance of rapidly rolling
out low-carbon technologies such as
wind, CCS, hydrogen, solar, battery and
hydro, while urgently accelerating the
buildout of enabling networks. Ofgem’s
Accelerated Strategic Transmission

Investment framework annocuncement in

December 2022 saw SSEN Transmission

given the green light to take forward four

further subsea HVDC links; a number of
new 400kV reinforcement projects and
a 400kV upgrade to the existing Beauly-
Denny line to unlock the rapid growth of

power generation in the North of Scotland.

Concurrently, the year saw political
attention in the UK and further afield
focus even more acutely on the need

to accelerate low-carbon infrastructure
deployment; not only to increase energy
security, but as a force for social and
economic good to bring jobs, skills,

and growth to regional heartlands that
need it most.

Analysis from SSE Thermal shows its
Keadby Carbon Capture project, which
in December 2022 became the first and
only consented CCS plant in the UK, has
the potential to bring £470m regional
Gross Value Added and 7,300 years of
combined work by all employees over
the lifetime of the asset.

Energy Infrastructure Failure is one of
SSE's Group Principal Risks, for further
details on how this is managed please
see page 74 5.

Financial Statements

Market intervention in unprecedented times

With the cost of electricity rising
substantially in 2022/23, governments
faced exceptional fiscal pressures to
address high energy bills and the impact
of the broader cost of living crisis. In
response to the crisis, a raft of proposals
to intervene in energy markets were
considered with the aim of tackling bills
in the immediate term. Throughout the
year industry worked constructively with
policymakers to navigate the crisis and
engage on the range of potential options
under consideration.

As a Fair Tax Mark accredited company,
SSE supported the principle of the
Electricity Generator Levy (EGL) in the

UK and the wholesale electricity revenue
cap in the EU to ensure that an appropriate
amount of additional tax is paid where
extraordinary earnings are realised in the
midst of a crisis. Collectively, the industry
worked closely with UK, Irish and EU
officials through the consultative process
with a view to ensuring that the design of

the mechanisms achieved these aims
whilst protecting against unintended
consequences for security of supply

and investor confidence.

Ongoing dialogue continues to focus

on the need to ensure the impacts of
intervention do not interfere with the
industry’s ability to deliver record levels
of investment to address the underlying
causes of the energy crisis. The European
Union’s strong signal on the time-limited
nature of the revenue cap was therefore
welcomed by industry, while the UK
Government has recognised the future of
the EGL must be considered in the context
of protecting investor confidence.

SSE's Principal Risks of Energy
Affordability and Political and
Regulatory Change are interconnected.
See pages 73 and 76 {E for details of
how S5E's manages its exposure to
these risks.
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Sector review continued

International
competition heats up

The momentum behind efforts to
decarbonise is fuelling international
competition for flows of green capital.
Governments around the world have
joined the race to attract inward green
investment, including the US’s Inflation
Reduction Act (IRA). Passed by Congressin
2022, it introduces generous and unlimited
tax credits for clean energy investments.
The scope and scale of the legistation is
beyond anything seen before, amounting
to over $250bn in public support for new
energy projects in the coming years.

In response, other jurisdictions raced to
send unambiguously positive messages to
investors, with the European Commission
instituting a wide-ranging scheme of its
own. The REPowerEU programme seeks
to ramp up the bloc's domestic renewable
energy generation capacity to 1,236GW
by 2030. This was positive news for $SE’s
recently acquired Southern Eurcpean
development platform which already
offers a secured pipeline of 2.2GW with
additional future prospects.

Greater choice for investors, combined
with attractive support packages around
the world, put the onus on the UK to
respond, keep capital flowing and retain its
leadership position on low-carbon energy.
March's Powering up Britain plan set out
an initial slew of policy pledges and green
funding, with the Chancellor earmarking

a further announcement in the Autumn
Statement to maintain the country’s
relative attractiveness in an increasingly
competitive global investment climate,

For more details on how SSE mitigates
its exposures to its Principal Risks of
Climate Change and Speed of Change
please see pages 72 and 77 B.
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Supply chains tested as costs climb

As global demand for low-carbon projects
exponentially grows, so too must the
supply chain to deliver it. In the next seven
years, the UK alone is targeting more than
100GW of renewables capacity. Like other
industries that have experienced high
growth, the massive expansion of projects
to date is already putting pressure on
supply chains — with significant demand
growth still to come.

Over the last 12 months, capital costs for
low-carbon generation projects have risen
on average between 20% and 30%. with
asset costs in some cases exceeding 50%.
These cost increases are due to several
factors linked to the supply chain as well as
inflation in construction costs, commodity
price increases and interest rate hikes.

After decades of driving down costs, in
the case of offshore wind from £140/MWh
to less than £40/MWh, a clear inflection
point was reached in 2022/23. Industry
and government are beginning to think
differently about procuring renewables
with a focus on value and deliverability,
not simply cost. The UK, like other
countries, will need to build all its projects

if it is to meet its energy security and net
zero targets; a race to the bottom on costs
risks projects not being built and supply
chain investments going elsewhere.

At the same time, history shows that
the costs and benefits of such radical
transitions are not distributed fairly
without careful planning and there is an
important role for government working
alongside the private sector.

A joined-up. collaborative approach
between government, industry and society
is required in 2023/24 and beyond to build
sustainable homegrown supply chains to
service growth in demand and unlock
economic opportunity in all regions.

Supply chain pressures influence
SSE’s exposure to its Principal Risk of
Large Capital Projects Management.
See page 7518.
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Global opportunities emerge
as net zero resolve hardens

COP27 may have concluded with the
target of 1.5°C in critical condition, but the
global commitment to renewable energy
is stronger than ever.

The message from Sharm el Sheikh was
clear: the energy sector must lead the way
this decade to keep 1.5°C alive. As it did in
Glasgow, SSE played its part on the world
stage, once again making the case for the
decarbonisation of the energy system to
go further, faster.

Meeting the objectives of the Paris
Agreement calls for us to halve glohal
greenhouse gas emissions by 2030 -
just seven years to replace swathes of
high-emission technologies with low-

carbon alternatives. In terms of energy,
this means leaving behind a traditional
system designed around fossil fuels and
installing 2 new one — as fast as we can.

Aiming for 61% of total electricity
generation to come from renewables by
2030, the International Energy Agency
(IEA) estimates that renewable energy
capacity will have to triple, with a huge
chunk of this growth to come from wind,
solar and hydro. Beyond the installation
of renewable power, this also means
installing transmission lines, building
local smart grids and electricity storage,
and rolling out technologies that enable
system flexibility.

Climate Change remains a Principal Risk
for SSE. For further details on how this is
managed, see page 72 B,

SSE’s place in the future energy world

For more detail on the work SSE is doing to meet the
challenges of the energy sector of tomorrow, go to

www.sse.com/annualreport2023/L0,

Financial Statements

Adapting to extreme
weather events

As the world adapts to more extreme
weather patterns associated with climate
change the energy sector finds itself on
the front line. Changes in rainfall and

wind patterns are felt right across the SSE
Group, with lower levels of wind impacting
SSE Renewables’ output for the second
year running in 2022/23.

Prolonged spells of still, dry weather
conditions in winter tested the resilience
of Europe’s energy system to the full, while
several weather events this year caused
significant damage to parts of SSEN'’s
network in the North of Scotland. SSE has
established crisis management measures
to mitigate against the impact of severe
weather events on critical national
infrastructure and employs meteorological
expertise to forecast weather events.

SSE’s forecasting allows it to mobilise
operational teams in advance of major
events, while informing trading positions
taken by the Energy Portfolio Management
business and purchasing decisions made
by SSE's Procurement team. Climate
adaptation strategies have become an
increasingly important aspect of
government and business decision-
making. For SSE, boosting weather
resilience and assessing climate adaptation
requirements are essential to the ongoing
resilience of all its operational businesses.

Extreme weather influences SSE's
exposure to its Principal Risks of Energy
Infrastructure Failure and Portfolio
Exposure. See pages 74 and 76 15.
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Net Zero Acceleration Programme Plus

ptimal pathway
to growth

SSE made clear that the Net Zero Acceleration Programme (NZAP) it
launched in November 2021 was a floor, not a ceiling to its ambitions.

NZAPPlusisa
platform to maximise
stakeholder value
into the 2030s

The demand for what SSE has to offer in building a
cleaner, more secure and mare affordable energy
systermn is growing steadily.

In May 2023, 18 months on from its initiat launch, the
NZAF was revised to reflect SSE's increasing investment
and earnings, and the wealth of opportunities created
as the world pursues net zero.

The new NZAP Plus includes investment of £18bn
over the five years to 2027 and a balanced allocation
of investment across the Group.

The added investment means SSE's total capital
expenditure equates to around £10m a day spent on
critical national infrastructure. The plan also features
revised growth targets to 2027 for SSE Renewables,
SSEN Transmission and SSEN Distribution,

The NZAP Plus means more value for shareholders
and society, more financial strength, more investment,
more jobs, and more growth to come over the next
decade.

Further details on SSE's NZAP Plus can be found in the
Financial Review on page 838 and on sse.com T
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Balanced capital investment in
upgraded, fully-funded plan...

Renewables

~407%

Electricity networks

~50%

£18bn

W Renewables 40% M Transmission 30%
BB Thermaiand other 10% Tl Distribution 20%

Sharper focus on climate solutions
Supperting SSE's 20320 Geals with around 90%
expected to be invested in renewables and
networks, the substantial majornity of the NZAP
Plus is focused on climate solutions that are
aligned to a 1.5°C pathway and also aligned to the
Technical Screening Criteria of the EU Taxonomy.

Updated dividend plan

Dividend rebase to 60p from 2024 continues

to balance income to shareholders with funding
and a strong investment grade credit rating.
NZAP Plus also targets dividend growth of
5%-10% from 2024 to 2027
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Medium-term targets

... delivering accelerated growth at
attractive returns out to 2027...

Renewables Electricity networks
Net capacity Gross RAV CAGR

Q,
>9GW ~14%
Pipeline

>15GW

B Offshore wind B SSE ownership
[ Onshore wind i Minority interest
& Hydro
M solar

Battery
Adjusted EPS CAGR Net debt/EBITDA

13-16% 3.5-4.0x

Forecast annual dividend growth

5%-10%

Financial Statements

Long-term targets

... with 2030 Goals aligned
to four UN SDGs ...

See page 22 |8 for SSE’s progress against these

... enhanced 2032 growth
targets in the NZAP Plus ...

Net instalted renewables capacity
>16GW

Net low-carbon flexible thermal

>2GW

Net networks RAV

>£20bn
Science-based carbon targets aligned to

1.5°C

... and a Net Zero Transition Plan
for net zero emissions on scopes
1 and 2 by 2040, and scope 3 by
2050 at the latest.
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A year of strategic progress

- Delivering
on net ze

SSE has a clear strategy that is
aligned to net zero, but delivery

of it is best seen through the
progress made, and milestones
marked over the course of the
year, by the Group’s individual
Business Units.

Building for clean,

secure, affordable energy

The complexity of building large energy
infrastructure assets, often in harsh
physical environments, poses risks to
delivery timelines but, working with its
construction parthers, SSE managed to
make significant progress on flagship
projects across its renewables and
low-carbon thermal portfolio in 2022/23.

The first offshore platform was installed

at Dogger Bank (3,600MW, 40% SSE stake),
the world's largest wind farm currently
under construction, in April 2022 and it

is on schedule to deliver first power in
summer 2023, assuming normal weather
and resolution of delays to the supply

of nacelles.
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Seagreen (1,075MW, 49% SSE stake),
overcame difficult weather conditions

and installation vessel availability problems
in 2022/23. The world's deepest fixed-
bottom offshore wind farm, it achieved
first power in August 2022 and is due for
completiort in summer 2023.

Onshore, Viking wind farm (443MW) on
Shetland passed a number of milestones
in the past year, with 70km of access tracks
comptleted, all 103 bases installed and the
first of the turbines installed in April 2023.

Flexible thermal generation plant like
SSE's Keadby 2 power combined-cycle
gas turbine (CCGT) station in North
Lincolnshire will also be needed to
meet net zero ambitions.

After four-and-a-half years in construction,
Keadby 2 entered commercial operation in
March 2023. Fitted with a Siemens Energy
9000HL 50Hz turbine, Keadby 2 is the most
efficient CCGT plant of its type in Europe
and work is already under way exploring
the potential for hydrogen biending at

the plant.

The wellbeing of those working on 5SE's
large capital projects continues 1o be a key
focus, with measures taken at Group level
in early 2023 to improve the support given
to contracting partners and monitor satety
on construction sites.
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Pursuing opportunities

at home and abroad

The UK is currently one of the world's
leading offshore wind markets, but
international momentum behind net zero
means favourable policy environments exist
in other jurisdictions where SSE Renewables
can deploy its developer capability.

The acquisition of a Southern European
development platform in 2022 increased
SSE’s secured pipeline from 11GW to
around 14GW.

The platform has 3.8GW of onshore

wind pipeline and prospects and a

further 1.4GW of hybridisation potential

in co-located solar across Spain, France,
Italy and Greece. Around 2.4GW is secured
pipeline in Southern Europe, with material
land or permitting rights'and construction
scheduled to get under way on projectsin
France and Spain in Summer 2023.

A framework for
transmission growth

SSEN Transmission operates one of the
fastest growing regulated electricity
netwaorks in Europe. The second year of
RIIQ-T2 saw delivery milestones on the
Shetland HVDC (see separate case study)
and SF-free Kintore substation projects.

Progress was also made through Ofgem’s
Uncertainty Mechanism on additional
investments in an East Coast HVDC link,
Argyll reinforcement works and a Skye link.

Looking further out, and subject to the
right generator commitments and planning
and Ofgem approvals, the business expects
gross Regulated Asset Value to exceed
£15bn by FY31.

This projection is based on confidence
provided by Ofgem’s Accelerated Strategic
Transmission Investment framework and its
updated Holistic Network Design, which
recognise the need for significant networks
investment to meet the UK's ambition for
S50GW of offshore wind by 2030.

In Japan, the SSE-Pacifico platformis
preparing projects for offshore auctions
in a market with huge potential whilst

in Northern Europe and the US, SSE is
working with local partners to gear up
for future auctions.

Closer to home, Coire Glas, a pumped
storage hydro project that has long been
on the drawing board awaiting a supportive
policy envircnment for long-duration
electricity storage, moved a step closer to
reality in March 2022 with a commitrment
by SSE to £100m of exploratory work. The
project, which received planning consent
from the Scottish Government in 2020,
would more than double Britain's total
current electricity storage capacity. Subject
to good development progress and
prevailing policy, SSE hopes to make

a final investment decision in 2024.

The ASTI announcement in December 2022
means SSEN Transmission can now take
forward four further subsea HVYDC links;

a number of new 400kV reinforcement
projects and a 400kV upgrade to the
existing Beauly-Denny line.

At the same time, it is vital to recognise the
importance of effective engagement with
communities as this transformational
infrastructure roil-out progresses.

SSEN Transmission is therefore working
closely with impacted communities
and other local stakeholders to ensure
their views are heard and factored into
decision making.

This growth trajectory is underpinned by
the proceeds of a minority 25% stake sale
in SSEN Transmission in November 2022,
which unlocked the premium value in
the business and helped rebalance S5E's
mix of regulated and market-based
revenue streams.
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A year of strategic progress continued

Connecting
Scotland’s islands

Scotland's three main island groups hold
untapped reserves of renewable energy
and unlocking that potential moved closer
in 2022/23 thanks to progress made on
SSEN Transmission’s HVDC link to Shetland
and Ofgem’s ‘'minded to" decisicn on a
subsea connection to Orkney.

The £660m Shetland HVDC link involves
around 260km of cabling, all but 10km of
which will be in the sea. The project also
requires a 320/132KV substation and HYDC
convertor station at Upper Kergord and an
HVDC switching station at Noss Head in
Caithness to connect to the maintand.

The first 100km of cable was successfully
installed in July 2022 by a specialist vessel,
the NKT Victoria. A further 60km was laid
in March 2023 and the remainder will be
in place in the North Sea later this year,
completing the full subsea link.

On track for completion by Summer
2024, the link will enable 600MW of
cleart, renewable electricity generation
to connect - including Viking Energy
Wind Farm.

The proposal for Orkney would enable
the connection of up to 220MW of hew
renewables and consists of a new
substation at Finstown and around
57km of subsea cable connecting at
Dounreay in Caithness.
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Powering communities

through RIIO-ED2

The RIC-ED2 regulatory price control for
2023-2028 is an important step on the
road to net zero and throughout the past
year SS5EN Distribution worked toreach a
settlement that balances the needs of
customers and the environment.

The Final Determination published by
Ofgem on 30 November 2022 quantified
the outputs that need to be delivered and
the funding (allowances} SSEN Distribution
is provided to do so.

The resulting £3.6bn RIIO-ED2 business
plan sees baseline allowances increasing
by £300m from the Draft Determinations,
representing a 22% increase in allowed
expenditure compared to an equivalent
period in RIIO-EDL.

The business plan was stakeholder-led,

with more than 25,000 people having a

say in its development. It opens the way
for significant investment in the local

network infrastructure that will accelerate
decarbonisation of streets and homes;
improve reliability and services for
customers; and build the smart, flexible
network of the future.

While the original plan contained 64
outputs, the Final Determination reduced
the funding in the core plan by around
12%. This required a recalibration of what
the business can deliver and further
extensive engagement with affected
stakeholders on the likely impacts.

This follow-up engagement included detail
of Uncertainty Mechanisms {UMs) that will
enable SSEN Distribution to further invest
in the network to facilitate growing net
zero ambitions.
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Backing up the energy

system of tomorrow

SSE recognises that more than just
renewables will be needed in the transition
to net zero. It is pursuing carbon capture
and storage, hydrogen and battery
technologies to provide much-needed
system flexibility.

SSE Thermal is working with partnersin
low-carbaon industrial clusters in the
Humber and the northeast of Scotland to
bring forward a range of projects that can
provide crucial system back up.

Keadby 3 Carbon Capture Power Station in
the Hurmber was the first CCS power plant
project in the country to receive planning
permission. At the same site, development
work is under way on Keadby Hydrogen
Power Station, the world's first major 100%
hydrogen-fired power station.

The neighbouring Aldbrough Hydrogen
Pathfinder project wilt unite hydrogen
production, storage and power generation

in one location by the middle of the decade.

The project moved a step closer to fruition
when it secured UK Government backing
through its Net Zerc Hydrogen Fund.

And the proposed Aldbrough Hydrogen
Storage Facility, one of the largest of its
kind, could be in operation by early 2028.
In Aberdeenshire, SSE Thermal is working

with Equinor to develop the low-carbon
power station at Peterhead, with the plant
potentially becoming Scotland's first
flexible power station equipped with
carbon capture technology.

Although no power CCS projects in

the Humber or Scotland were taken
forward in the first phase of the UK's

cluster sequencing process, in March the
Government launched processes for both a
track one expansion and track two, meaning
there will be further opportunities ahead.

SSE will also energise its first SOMW
battery storage facility at Salisbury in
September 2023 with construction also
due to commence in July at its first 30MW
solar project at Littleton.

Both projects in England are partof a
near-2GW pipeline of sclar and battery
projects. This also includes a 150MW
battery storage site getting under

way at SSE's former coal-fired plant

at Ferrybridge, in Yorkshire, which is
expected to be operational in late 2024,

For more information on SSE's progress

against its net zero-focused strategy go
to sse.com/news-and-views/LC0.
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2030 Goals

Progress
In action

SSE's core business goals for 2030, aligned to
four UN Sustainable Development Goals (SDGs)
most material to its business activities, provide
important milestones on the journey to net zero
and place sustainability firmly at the heart of
SSE’s business strategy.

Accelerating business ambition

SSE's 2030 Goals are focused on addressing the challenge of
climate change, while ensuring this is done in a just and fair way
that creates and shares value with stakeholders. The imperative

tc accelerate action to deliver net zerg was further heightened in
2023, as the Intergovernmental Panel on Climate Change (IPCC)
published its ‘final warning' on the climate crisis and the urgent
action that needs to be taken in crder to avoid irreversible damage
from climate change.

With updated 2030 Goals in early 2022 reflecting an accelerated
decarbonisation pathway, financial year 2022/23 was marked as a
year of delivery. SSE continued to deliver on its net zeroc ambitions
at pace, investing a record £2.8bn in the first full year of its original
2021 to 2026 £12.5bn Net Zero Acceleration Programme {NZAP}

Measures of progress

Reinforcing SSE's commitment to the achievement of its 2030
Goals, performance against them is linked to the long-term
incentive element of executive remuneration. 2022/23 1s the first
year progress is measured against SSE's new, more stretching 2030
Geals announced in February 2022, A summary of this progress is
outlined cpposite, with more detail available in the Remuneration
Committee’s Report from page 166 18.

More on page 358

22 SSE plc Annual Report 2023

Cut carbon
intensity by 80%

Increase renewable
energy output
fivefold

Enable low-carbon
generation and
demand

Champion a fair
and just energy
transition
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Reduce Scope 1 carbon intensity by B0% by 2030,
compared to 2017/18 levels, to 61gC0O,e/kWh.

The scope 1 GHG intensity of electricity generated

remained relatively stable, falling by 2% between 2021/22 and
2022/23. Progress was made in renewables growth

and in developing lower-carbon thermal generation options.
While SS5E Thermal's Keadby 3 Carbon Capture Power Station
project was not progressed to the final stages of the LIK
Government's Cluster Sequencing Process, a similar
development at Peterhead attracted the Government’s

'Tier 2" status. Keadby 2 began commercial operations in
March 2023, which is Europe’s most efficient CCGT. S5E
Thermal also secured 10-year capacity contracts — subject
to planning permission and final investment decisions — for
two new low-carbon power stations fuelled by sustainable
biofuel in Ireland.

Build a renewable energy portfolio that
generates at least 50TWh of renewable
electricity a year by 2030.

Having experienced excepticnally still and dry conditions

in the prior year, 55E's renewable generation volumes

in 2022/23 rose by 7% but were 13% behind plan dus to
Seagreen project delays and unfavourable weather. SSE
Renewables made progress with its key flagship projects.
First power was achieved at the 1,075MW Seagreen offshore
wind project (49% SSE stake) and progress was made on
Dogger Bank offshore wind farm (3,600MW, 40% SSE stake}.
Onshore, Ihe 44IMWViking wind farm was sugcessful in
securing a Contract for Difference (CfD) in July 2022 and
construction has progressed well, with the first turbine
successfully installed in April 2023,

Enable at least 20GW of renewable generation and
facilitate around 2 million EVs and 1 mitlion heat
pumps on SSEN’s electricity networks by 2030.

At the end of 2022/23, there was just over 9GW of renewable
capacity connected to SSEN Transmission's network, up
from 7.9GW the previous year. In the same period, SSEN
Distribution had around 208,500 pure electric vehicles or
plug-in hybrid vehicles registered in its licence areas and
had cennected around 52,500 heat pumps to its networks.
SSEN Distribution continued to progress several key
innovation projects with partners to support flexible

markets and future infrastructure provision for the

mass adoption of electric vehicles (EVs).

Be a global leader for the just transition to net zero,
with a guarantee of fair work and commitment to
paying fair tax and sharing economic value.

Over 2022/23, SSE continued to drive action towards a just
transition, publishing two new reports detailing its progress
and thought leadership around the topic. SSE's commitment
to fair tax was reaffirmed as it became the first company to
transition from the Fair Tax Foundation's UK HQ Multinational
accreditation to the Foundation’'s new Global Multinationat
Business Standard. SSE implemented the annual increase in
the real Living Wage, which was brought forward by two
months in recognition of the cost-of-living crisis, and
continued to work towards rolling out its Living Hours
commitment across its supply chain.

Directors’ Report

Financial Statements

254gCO,e/ e
kWh

Scope 1 GHG intensity of electricity generated

17%

Decrease in 5cope 1 GHG intensity of generated
electricity from the 2017/18 baseline

UN SDG

10.2TWh

Renewable generation output 2022/23*

2.6GW

Renewable energy capacity in
construction at 31 March 2023

* Includes pumped storage, biomass and constrained
off wind in GB.

>OGW

Renewable generation capacity connected
to SSEN Transmission network

c.52,500

Heat purmps connected to $SEN Distribution’s network

c.208,500

Pure electric or plug-in hybrid vehicles registered
in SSEN Distribution’s licence areas

1% year

Accredited with the Fair Tax Foundation’s
new Global Multinaticnal Business Standard

UN SDG

UNSDG

10* year

Of being a real Living Wage accredited employer

SSE plc Annual Report 2023
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Key Performance Indicators

Resilience
and growth

SSE uses a number of financial and non-financial measures to track
progress against its strategy to create value by developing, building,
operating and investing in electricity infrastructure and businesses

needed for net zero.

Financial KPIs

DIVIDEND PER SHARE
(PENCE)

Strategic relevance: SSE has a growth-enabling
dividend plan that remunerates shareholders for
their investment in the Company.

Performance: The recommended full-year
dividend for 2022/23 15 in line with S5E's five-year
dividend plan to 2023.

ADJUSTED AND REPORTED EARNINGS/LOSSES
PER SHARE (PENCE) (aPM]

B Adjusted ME Reported

Strategic relevance: Adjusted EPS gives a
meaningful measure of financial performance
over the medium term.

Performance: Results in 2022/23 are attributable
to strong performance of SSE's business mix in
volatile market conditions.

ADJUSTED AND REPORTED PROFIT/LOSS
BEFORE TAX (EM) [AFM]

B Adjusted EHE Reported

Strategic relevance: S5E's objective s te earn a
sustainaple level of profit over the medium term.
Performance: The reperted figure for 2022/23
reflects a significant adverse fair value movement
on derivatives in the year,

ADJUSTED AND REPORTED OPERATING PROFT
B8Y BUSINESS [EM}

W Transmission WM Distnbution MM Renewsables

Strategic relevance: S5E's purpose 1s built on the
strategic logic of electricity businesses and assets
that share commaon skills and capabilities in purstit
of het zero

Performance: Combined, SSE's renewables and
electricty networks businesses accounted for
53% of Group adjusted operating profit.
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COMBINED NETWORKS REGULATED ASSET
VALUE [EM)

Strategic relevance: 5SE's ownership of three
economically-regulated electricity networks
gives the Group steady. index-linked revenue

Pertermance. inflation in 2022/23, combined
with acceleration of network build-out and
reinforcement, contributed to higher RAY
values in the year,

ADJUSTED INVESTMENT, CAPITAL
AND ACQUISITIONS (EM)

Strategic relevance: SSE applies strict financial
discipling that supports investment in assets that
are expected to provide returns that are greater
than the cost of capital

Performance: The good progress made

in execution of the Net Zero Acceleration
Programme resulted in a record investrment
year for the Group in 2022/23.



Strategic Report

More information

SSE’s social contribution
See pages 56 to 66 8

Financial Review
See pages 78 to 9418

SSEN Transmission
Operating Review
See pages 96 to 97 8

SSEN Distribution
Operating Review
See pages 98to 99 &

SSE Renewables
Operating Review
See pages 100 to 102 1B

Directors’ Report

Non-financial KPls

Financial Statements

RENEWABLE GENERATION OQUTPUT
(GWHI*

Strategic relevance: Renewables assets and
increasing renewables cutput over time are
core to 55E's business strategy, which is
centred around the net zero transiton.

Performance: Volumes increased slightly
year-on-year but output finished behind
plan due to vaniable weather and Seagreen
project delays.

* Includes pumped storage, biomass and
constrained off wind in GB.

SCOPE 1 GHG INTENSITY
{GCOE/KWH)

Strategic relevance: As a significant generator
of electricity, SSE must reduce the impact

of Its operations and has set science-hased
targets aligned to a 1.5°C pathway

Performance: SSE's scope 1 GHG intensity
reduced slightly by 2% between 2021/22 and
2022/23. 5SE remains on track to achieve its
target to reduce intensity by 80% between
2017/18 and 2030

ADJUSTED EBITDA
{EM)

Strategic relevance: Extracting interest, tax,
depreciation and amortisation from earnings
provides a useful measure of S5E's operational
performance.

Performance; EBITDA in 2022/23 reflects the
strong operational performance achieved by
55E's balanced mix of businesses.

JOBS SUPPORTED IN UK AND IRELAND

Strategic relevance: S5E relies on the people
that work for it in order to operate, with its
activities supporting jobs in both urban and
rural areas.

Performance: Through its cperaticns in the
UK and Ireland, SSE supported 35,940 and
2.430 jobs respectively.

TOTAL RECORDABLE INJURY RATE PER
100,000 HOURS WORKED (EMPLOYEES
AND CONTRACTORS COMBINED)

Strategic relevance: Safety is S5Es No 1 value
and getting everyone home safe after each
waorking day remains its top priority.

Performance: There was a rise in contractor
hours worked in construction, which
represents a higher-risk environment than
normal operations. Data includes the sad
death in June 2022 of 3 young contractor,
Liam Macdoenald, working cn Shetland.

ADJUSTED AND REPORTED CAPEX BY CORE
BUSINESS, BEFORE REFUNDS (EM)

W Transmission WM Cistribution MM Renewables

Strategic relevance: The primary focus of SS5E's
capex plans is investment in the low-carbon
electricity assets and infrastructure needed to
achieve net zero

Performance: SSE's renewables and networks
businesses accounted for around 81% of capex
in the year.

TAXES PAID IN THE UK/IRELAND

B UK HHE Ireland

Strategic relevance: Taxes support the public
services everyone relies on. SSE is accredited to
the Fair Tax Foundation’s Global Multinational
Business Standard and believes in paying the
right amount cf tax, at the right time and in
the right place.

Performance: An increase in total taxes
paid reflects increased profitability and
corresponding corporation taxes paid
during 2022/23.

ECONOMIC CONTRIBUTION IN UK/IRELAND*

B UK HB Ireland

Strategic relevance: SSE depends on a healthy
and thriving economy to enable its business
success, which 1s why 1t calculates the value

it adds to UK and Irish GDP each year.

Performance: S5£'s GDP contribution in its
home markets remained fairly consistent
between 2021/22 and 2022/23.

* Previous years figures have been adjusted to
current prices.
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Our stakeholders

Creating lasti
societal valu

Our key
stakeholder groups

Employees

SSE's strategy and success are
dependent on the shared talent,
diversity, innovation and values
of the people it employs.

Shareholders and debt
providers

SSE must be well-financed, with the
ability to remunerate shareholders
for their investment, secure debt at

competitive rates and grow the business.

Energy customers

Consumers create dernand for the
energy and services SSE provides
and set the tone for our purpose.

Government
and regulators
SSE relies on policy frameworks and

public services that support investment

in critical national infrastructure, are
fair on cusiomers and maintain the
momentum behind net zero.

NGOs, communities

and civil society

SSE needs the support of the
communities it works in and the
backing of civil society in pursuit
of a just transition to net zero.

Suppliers, contractors
and partners

SSE relies on a healthy supply chain
and works with partners whose
capabilities offer synergies for
innovative project development
and efficient ownership structures.
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Section 172
statement

A sustainable strategy is one that serves
the interests of people and planet.
Through delivery of its strategy SSE fulfils
an unwritten social contract, under which
society provides human capital and the
right to earn a profit and in return the
Company safety and reliably provides
energy, invests in critical infrastructure,
creates jobs and contributes to GDP.

Central to this contract are SSE's key
stakeholders; identified as the people,
communities and organisations with an
interest in its purpose, strateqy, operations
and actions and who may be affected by
them. The relationship with key stakeholders
is two-way and an cverview of the
reciprocal nature is set out in SSE's business
model and across the pages 28 to 33 18.

Strategic stakeholder engagement
underping the understanding of issues
material t& each group and includes a
combination of business-led and Board-
level interaction. This approach is reflective
of legislative and regulatory requirements
and is designed to ensure all views are
heard. The result is stakehalder influence
within, and validity of, business plans and

supporting objectives. Situations will exist
where not every stakeholder interest can
be addressed in full, however stakeholder
regard continues to the greatest extent
possible in decision-making at every level.
The framework set by the Board in which
decision-making takes place is explained
on page 124 8.

This statemert, and the following
stakeholder pages, summarise how the
Board has upheld SSE's social contract
through the discharge of its duties under
Section 172 of the Companies Act 2006.
In doing so. it promaotes the long-term
success of the Company for the benefit
of SSE's six key stakeholder groups

by considering:

(a) The likely consequences of any decision
in the long term.

(b} The interests of the Company’s
employees.

{c) The need to foster the Company’s
business relationships with suppliers,
customers and cthers.

d) The impact of the Company's
operations on the community
and the environment.

{e) The desirability of the Company

maintaining a reputation for high

standards of business conduct.

The need to act fairly between

members of the Company.

(f

Detail of how 5172 and stakeholder
factors have influenced Board decision-
making in the year can be found on
pages 127 tc 129 8.



Strategic Report Directors’ Report

Considering long-term consequences
5172 link (a}

As along-term business, SSE's actions have far-reaching impact
which is recognised in S5E's strategic approach of creating value
for shareholders and society. Four 2030 Goals and a clear net
zero-focused strategy frame decision-making, and provide
important interim milestones to 2050. These parameters, set by
the Board, are reflected within strategy work and objectives, which
extends to: capital investment; the Group budget; dividend plans;
and future resourcing requirements. SSE's Risk Management
Framework, including the Group's Principal Risks, the identification
of emerging risks and the Group's Risk Appetite statement further
shape long-term perspectives.

Relevant §172(a) disclosures

Pages 8 to 9B Board-agreed purpose, vision and strategy.
Pages 126 to 129 |B Board strategy work and decisions 2022/23.
Pages 68 to 77 18 Approach to risk-informed decision-making.

Protecting communities and environment
5172 link (d)

SSE recognises the serious threat that climate change poses to the
natural world, and therefore to communities and the economy.
Climate change features across all areas of the Board agendas, and
SSE commits to open and transparent disclosure to allow proper
assessment of its environmental performance and the potential

impact of various climate scenarios on future financial performance.

Relevant 5172(d) disclosures

Pages 36 to 55 |8 Accelerating climate action and Protecting
the natural environment.

Page 130 to 13118 Board-level oversight of sustainability
and climate.

Page 156 B Audit Committee and TCFD.

Pages 162 to 16518 SSE's SSHEAC.

Financial Statements

Fostering stakeholder relationships
s172 links (b, ¢}

Constructive two-way dialogue with S5E's key stakeholders,
incluging employees, suppliers, customers and communities,
tracks priorities and identification of issues as they arise. Suppaorting
conversations and strategic engagerment reflect an operating
model based on autonemous Business Units with decision-making
authority. The Board creates the correct conditions for this approach
by setting SSE’s long-term direction, overarching decision-making
framework and culture. This is in line with the Board's own
understanding of stakehalder needs, as advocated through SSE's
Just Transition Strategy and engagement surrounding the future

of the energy system.

Relevant S172(b,c) disclosures

Page 124 B $55E's decision-making framewark.

Pages 28 to 33 8 Stakeholder engagement and actions.
Pages 56 to 66 I8 Ensuring a just transition.

Setting culture and conduct
s172 link (e, f)

The Board leads and monitars SSE's culture, by setting the

tone and framewaork within which agreed values and accepted
behaviours can be embraced by employees. This includes a safe
and inclusive working environment that encourages doing the
right thing, through responsible business conduct and making
a positive difference for stakeholders.

Relevant 5172{e,f) disctosures

Pages 137 to 138 B Board focus on culture.

Pages 58 to 63 B SSE's approach to fair and decent work,
inclusion and diversity, and health, safety and wellbeing.
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Our stakeholders continued

Employees

Why we engage Input to SSE Value created
Engagement helps Talent, skills, values Inclusive, fulfilling
SSE attract, retain and and human capital. and high-performing

develop a talented
workforce now and
for the future.

workplace.

How we engage

Group engagement

+ Multi-channel Leader-led Engagement
Programme with in-person and virtual
interactions.

+ Employee voice soundings through
annual survey of all colleagues.

+ Assessment of employee sentiment
and engagement with strategy through
post-communication polling.

« Analysis of data from exit surveys.

« Engagement with trade unions.

« SSE's employee offering: reward, benefits,

inclusivity, flexibility in context of rising
cost of living.

Board engagement
« Participation in Leader-led Engagement
Programme.

» Active support of SSE's {8D strategy
through invotvement in awareness
activities with SSE's Belonging Groups.

+ Employee-focused work by the
non-Executive Director for Employee
Engagement and subsequent feedback
to the Board.

s Site visits and hosting of employees
at Board events.

MEASURING ENGAGEMENT AND VALUE CREATED

Employee engagement score

82% 82% 84%

2021 2022 2023
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Material issues in 2022/23

= 35E's employee offering: reward,
penefits, inclusivity, flexibility in
centext of rising cost of living.

= Ways of Working in the post-pandemic
workplace.

= Agreement with trade union partners
on pay progressicn.

+ Employee wellbeing, support and
resilience.

+ Giving all employees a voice and
taking action in response to key
issues identified in the Great Place
to Work survey.

+ Engagement with SSE's Inclusion
and Diversity strategy.

« Engagement with SSE's approach
to a just transition to net zero.

Priorities for 2023/24

« Ensuring a safe, inclusive and
flexible workplace.

* Attraction and retention of talent.

= Maintaining culture in a rapid growth
phase and amidst international
expansion.

More on pages 58 to 63 8

2022/23
Actions

» Inresponse to the cost of

living crisis an interim salary
increase of 5% for all eligible
employees was agreed from
1 October 2022 {see page
179 8).

To maximise the opportunity
presented by full Board
attendance at the AGM, an
all-employee Q&A session
followed the main business
of the day {(see page 135 (8).
Following relaxation of
covid restrictions, the Board
resumed a full prcgramme
of engagement across sites
(see pages 135 and 163 5).

Combined attendance at in-person Employee sentiment towards SSE's
and virtual employee events net rero-focused strategy

43,000 92%

employees attended




% Strategic Report

Directors’ Report

Shareholders and debt providers

Why we engage

To enable informed
decisions from those
that invest in and lend
to SSE through open
communication.

priorities.

Input to SSE

Ensure financial stability,
provide stewardship
perspectives and
feedback on strategic

Value created

Sustainable retum on
long-term investment
through capital growth
and dividends and
achieving 2030 Goals.

How we engage

Group engagement

Y

Responding to queries from shareholders
and debt providers and holding meetings
with all types of investors on an ongoing
basis.

Engagement with envircnmental, social
and governance (ESG} ratings agencies
used by many investors and debt providers
to gauge sustainability credentials.

Board engagement

A programme of Director-investor
meetings covering key financial
annguncements, long-term priorities
and specific issues at investors’ request.
Participation in virtual and physical
investor conferences.

Dedicated ESG webinars and conference
participation and an annuat review of
SSE's performance in a dozen investor-
led ESG reviews and ratings.

Monthly Board updates on investor

and financial market sentiment.

Detailed reporting of shareholder
feedback during and after Half-

and Full-year Results roadshows.
Bi-annual updates from S5E's brokers.
Executive Director engagement with credit
ratings agencies used by debt providers.
Engagement with shareholders at SSE's
Annual General Meeting.

More on pages 132 to 133 18

Material issues in 2022/23

Financial and ESG performance
compared to market expectations.
Benefits and detriments of a balanced
business mix including the merits of
flexible generation and gas storage.
Optimising capital allocation across
SSE's Business Units including the sale of
a minority stake in SSEN Transmission.
High and turbulent gas and power
prices, their impact on SSE and
government policy, including the
Electricity Generator Levy.

Progress against, and alignment to,

a 1.5°C climate pathway.

The effect of competition, cost
pressures and supply chain constraints
on returns in renewables investment.
The level of protection SSE has against
rising inflation and interest rates.

SSE's refinancing requirements and
liquidity availability.

Priorities for 2023/24

Timely engagement on the progression
of S5E's ongoing investment pregramme
and financial and investment targets.
Continued evolution and refinement of
SSE's strategy, governance and policies.
Alignment of green and hybrid bond
strategy, debt terms, maturity and
covenants to NZAP Plus targets.
Responding te changing shareholder
perceptions and market environment,
sharing feedback internally.

Positive shareholder vote on the annual
Net Zere Transition Report.

Financial Statements

2022123
Actions

» Provided deeper insight
into the SSE Renewables
and SSEN Transmission
businesses, in¢luding
exposure to wider
management through a
two-day investor event
(see page 13218).

» Chair and Chief Sustainability
Cfficer held a virtual ESG
investor seminar focusing on
the 2022 Net Zero Transition
Report (see page 133 8).

* Re-established physical
overseas roadshows with
Executive Directors following
investor demand.

+ |Initiated an annual Chair
roadshow focused on
Corporate Governance.

+ Engaged with debt providers
to raise £1.7bn of new hybrid
capital and long-term debt
over the last 12 months.

Dividend Per Share

Earnings Per Share

2022123

182

One-to-one investor sessions
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Qur stakeholders continued

Energy customers

Why we engage

Dialogue aims to
support the transition to
a decarbonised energy
system in a fair and
affordable way.

Input to SSE

Customer priorities,
expectations and
ultimate remuneration.

Value created

Reliable and inclusive
provision of service.

How we engage

SSE directly serves energy customers

in the domestic {all-1sland Ireland} and
business-to-business (UK and lreland)
energy supply markets and provides
grid connection to non-direct networks
customers in its Distribution and
Transmissicn operating licence areas.

Group engagement

+ Dedicated panels tc ensure the
perspectives of vulnerable customers
are considered and forums to engage
with large business customers.

« Monitcring & wide range of indicators of
performance and customer sentiment.

«  Working with third parties to actively
identify and make provision for customer
vulnerability, including through
encouraging eligible customers to be
added to the Pricrity Services Register.

Board engagement

+ Updates from SSE's customer facing
Business Units on the influence of
customer factors driving business
direction and propositions.

»  Mgcnitoring of customer performance
to ensure delivery of an appropriate
level of service and investment.

Mare on pages 64 to 658

Material issues in 2022/23

Networks customers

« Benefits and costs of RIIO-ED2
settlement.

= Increased resilience and greater
support for all household customers
invulnerable situations.

» Improved customer service/connections
processes in Distribution.

= Impact of extreme storms with a
particular focus on investment,
communicaticns and support for
vulherable customers.

+ Impact of potential rota load
disconnections (RLD}.

Energy supply customers

» Affordable and accessible energy in the
context of ongoing market volatility and
increasing international Instability.

« Energy efficiency and the cost of energy
for business customers.

+ Continued focus on the best way for
businesses to decarbonise, highlighting
the cost-reduction benefits with energy
costs on the rise.

» Providing clarity to businesses on how
tG access energy bill support.

= Decisions relating to prices and profits.

Priorities for 2023/24

= Safe, reliable and efficient delivery of
service to networks customers.

¢ Cost of living pressures on direct retail
customers.

= GB domestic retail brand separation
finalisation.

2022/23
Actions

+ SSE Airtricity announced
measures in response to the
cost of living crists, and made
no profit, returning €35 to
every customerin April 2023
(see pages 64, 82 and 107 18).

» SSEN Distribution responded
to two starms which
impacted its network,
working to restore power
to customers swiftly {see
page 98 18).

+ SSEN Distribution ted the
creation of a new Priority
Services Register website,
to better support customers
{see page 6518).

MEASURING ENGAGEMENT AND VALUE CREATED

Customers on 55EN Distribution’s
Priority Services Register {PSR}

770,844 768,104 853,416

2021 2022 2023
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Stakehclder engagement events
held by SSEN Distribution

870 827 715

2021 2022 2023

SSE Airtricity’s support scheme on the
island of Ireland was worth up to

€25m




Strategic Report

Directors’ Report

Financial Statements

Government and regulators

Why we engage Input to SSE Value created 2022/23
Constructive Public policy and Considered and expert Actions
engagement aims regulatory frameworks.  sector views; investment
to ensure fair and in delivery of , )
R L + Direct engagement with
effective energy sector government priorities. the UK Government on

frameworks for energy
customers and investors.

How we engage

Group engagement

= Primarily through SSE's Political
Engagement Pclicy under which it
makes representations to the institutions
of government in a politically-neutral
way consistent with the Company’s core
purpose and strategy.

= Cngoing dialogue with the industry
regulator Ofgem on networks price
controls, market design and carbon
pricing, and support for low-carbon
energy technologies.

+ Participaticn in UK trade delegations
abroad.

= Events, panel discussions, round tables
and thought-leadership publications to
engage policy-makers and regulators
with energy issues.

Board engagement

»  Oversight of the implementation of
SSE's Political Engagement Policy and
corresponding advocacy priorities.

+ Monitoring of engagement activity and
responses to regulators to ensure that
strategic, financial, investment and
operating frameworks align to the
external landscape.

More on page 138

Material issues in 2022/23

+ Accelerating infrastructure delivery
1o iImprove energy security and
decarbonise the sector.

+ Strategic investment in networks
to facilitate net zero and improve
energy resilience.

« Navigating the energy crisis to support
consumers and businesses facing high
enerqy costs whilst protecting investor
confidence in the UK.

+ Policy frameworks to bring forward
investment in CCS and hydrogen.

« The evolution of the electricity
market and support mechanisms
to continue to deliver investment in
energy infrastructure.

+ Building support for Coire Glas and the
need for policy support mechanisms
for long duraticn storage.

Priorities for 2023/24

» Engagement with all parties on 5SE's
net zero-focused advocacy priorities.
« Engagement with governments and
regulators in the emerging overseas
markets in which SSE has an interest.
« Ensuring electricity market design

reforms being considered in the UK ang

EU support cost-effective renewables
and network investments.

» Policy support for flexible energy
solutions including long duration
energy storage and CCS and hydrogen
technologies.

» Consenting and progression of
low-carbon investment programme.

formulation of the temporary
Energy Generator Levy in

an effort to secure the best
short-term outcomes

for SSE's stakeholders

(see page 39 8).

+« Engagement with UK

Government on its Review

of Electricity Market
Arrangements to ensure

the best long-term cutcomes
for S5E's stakeholders and
net zero.

Working with the Irish
Government on the provision
of Emergency Generation
capacity at Tarbert to 2028
and implementation of

the EU revenue cap

(see page 105 B).

Meetings with political or regulatory
stakeholders

81

Stakeholder mentions of S5E and
its projects

65

Shared platforms with stakeholder
representatives

34
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Our stakeholders continued

NGOs, communities and civil society

Why we engage Input to SSE Value created 2022/23

o e . . Actions
Working openly Distinctive social, Robust social contract
and progressively environmental and through which value
sei{(s to Squofrt Lhe d enfrgy'rflated is shared. +  Multi-stakeholder event held
achievement of share perspectives. to promote just transition
goals Wl.th both social SSE invested £16.5min
and environmental communities across the UK
benefit. and Ireland (see page 57 1B).

» SSE contributed a total of
£6.47bn to the UK and Irish

How we engage Material issues in 2022/23 economies and supported
42,370 jobs (see ).

Group engagement = Netzero transition planning, considering

» Partnering with key NGCs to deliver both social and nature interdependencies.
social and environmental benefits for « The cost of energy, particularly in the
the communities in which SSE operates. context of the cost of living crisis.

+ Community consultation events + Socio-economic and environmental
throughout the year to gather feedback impact of SSE's investments in
on projects and business plans. communities that host low-carbon

+ Collaboration with academic infrastructure.
partnerships to inform strategic « Policies and practices that support
decision-making and knowledge a just and fair transition to net zero.
sharing on policy, energy systems « Employment standards, including Living
and innovation. Wage, safe workplaces and inclusion

and diversity.

Board engagement * Responsible behaviour on tax policies

= Review of $5E'5 2030 Goals set aligned and tax transparency.
to UN Sustainable Development Goals + The allocation and impact of SSE's
framework and oversight of associated community investments.
strategic delivery plans. « Impacts on the naturat environment.

« Due consideration cf the (ocal
community benefits of large Priorities for 2023/24

capital project investment.

= Creation of quality green jobs in support
of ajust transition.

»  Response to storms, network resilience.

+  Community support schemes that
address vulnerability.

= (Constructive dialogue on the
development of large capital projects.

+  The impact of SSE's activities on nature
and eco-systems,

More on page 5718

MEASURING ENGAGEMENT AND VALUE CREATED

Cornmunities directly engaged with Strategic academic partnerships SSE Airtricity's donation to

thrgugh S5E Renewables’ community EnergyCloud will help divert
investment funds surplus energy to up to

150 5 10,000

fuel pcor homes
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Suppliers, contractors and partners

2022/23
Actions

Input to SSE Value created

Quality goods and
services and investment.

Why we engage

Sustainable
relationships,

value creation and
partnership expertise.

Fostering healthy
reciprocal relationships
helps SSE to ensure it
achieves the greatest
all-round value from

its investments and

+ Collaboration with partners
on SHE performance with
the establishment of central
team in 2022/23 to drive

activities. forward a strategy to support
performance among
principal contractors working

How we engage Material issues in 2022/23 on large capital projects
(see page 164 15),

Group engagement + Leadership on net zero, circular Launch of the Coalition

SSE's primary method of engagement
is through its Supplier Relationship
Management {SRM) programme. This
is aligned to SSE's Business Units and
encompasses around 40 suppliers who
are key to the growth and success of
business ambitions.

A forum of 21 supply chain partners,
called the Powering Net Zero Pact,
supports collaborative, pre-competitive
work on sustainability challenges.
Monthly engagement sessions with
sustainability professionals in supply
chain organisations, led by Business Unit
Sustainability and Procurement and
Commercial sustainability teams.
Consultations with strategic suppliers,
senior leaders, Business Units and
internal Procurement and Commercial
teams on current and future supply
chain needs.

Board engagement

SSE’s Executive Directors meet with
suppliers and strategic partners,
including shareholders in joint ventures.
Regular Board updates on joint venture
project strategy and progress in
domestic and international markets,

economy. human rights, social and
environmental impacts.

Collaberative warking with supply chain
partners to support strategic delivery
and supply chain capacity in areas such

as SSEN Transmission growth, RIG-EDZ,

ScotWind and hydrogen production.
Inward investment and local content
opportunities across the supply chain.
Alignment of supply chain partners
and other sector leaders to minimise
resource gaps.

Positioning SSE as a ‘customer of
choice’ within the energy sector.

Mitigation of potential human rights risk.

Priorities for 2023/24

.

Implementation of new centractor
safety strategy.

UK supply chain resilience.

Ongoing interaction through Supplier
Relationship Management programme.
Promotion of Powering Net Zero Pact
and circular economy.

Continued focus on industry
understanding of Scope 3 emissions.
Driving cross-sector collaboration

on net zero delivery and mitigation

of human rights risks.

Monitoring supply chain risk areas such
as human rights and modern slavery.

More on page 66 18

for Wind Industry Circularity
to support the re-use,
refurbishment and re-
engineering of broken

wind turbine parts

(see page 55 B).

Continued engagement on
supply chain learnings at
COP27 (see page 66 B).

Members of the Powering
Net Zero Pact

21

{vs 11 2022)

Leadership status maintained
for supply chain engagement
with CDP for its 2022 submission

Participantsin S5E's Supplier
Relatienship Management
programme
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A sustainable approach

Embed
sustain

“It is impossible to be sustainable without
taking action to tackle climate change. But itis
possible to tackle climate change in a way that
is unsustainable for people and nature. That is
why, while SSE is wholly focused on finding
the profitable solutions to the problem of
climate change, it is seeking to do soin a
way that adds value to communities and

the wider environment too.”

Rachel McEwen
Chief Sustainability Officer

SSE’s approach to sustainability

35|§

Accelerating climate action
Climate-related financial disclosures
and GHG emissions performance

36105118

Protecting the natural environment
Responsible resource use and managing
impacts on nature and biodiversity

52to 558

Ensuring a just transition

Workforce disclosures, including inclusion
and diversity, and how SSE creates and
shares value with customers, communities
and supply chain

56 to 66 18
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SSE’s approach to
sustainability reporting

SSE integrates the principles of long-term
sustainability within its business strategy.
Factoring in environmental and social
considerations to business activities is
central to creating and sharing value with
stakeholders, and for ensuring the continued
success of the Company. Stakeholders
are vested in SSE's sustainability impacts,
and SSE is committed to providing
comprehensive and transparent non-
financial disclosures.

SSE’s most material environmental and
social disclosures, including climate-related
issues — specifically, reporting against
Task Force on Climate-related Financial
Disclosures (TCFD) recommendations —
nature and ensuring a fair and just energy
transition, are integrated into this Annual
Report. SSE’s Sustainability Report 2023 is
the sister document to the Annuzl Report
2023, providing enhanced disclosure of
SSE's policies, practices and perforrance
against key economic, social and
environmental impacts and goals.

Further disclosures can be found at
sse.com/sustainability 0.



Strategic Report

A sustainable business strategy
The UN's 17 Sustainable Development
Goals (SDGs) are the global blueprint for a
sustainable future and provide a powerful
framework to align SSE's strategic business
objectives with societal ones.

Since 2019, S5E has aligned its business
strategy to the SDGs most material to its
business. The schematic below depicts the
flow of sustainability from 55E's objective
set in its strateqy statement to “create value
for shareholders and society”, with UN
SDGs providing the framework to guide
the creation of that shared value. Within
this framework SSE has identified four
SDGs which are highly material to the
business, and to which it has linked its

four core 2030 Goals, and a further three
material SDGs, which are focused on the
environment and guide the pillars of 55E's
environment strategy. More information on
SSE's sustainability framework can be found
in the Sustainability Report 2023 B.

Focusing on the most

material issues

SSE's stakeholders expect meaningful
information relating to its social and
environmental impacts. That means
disclosures must be focused on the issues
rmost material to its business activities.
This principle is further reinforced through

Directors’ Report

recent developments in standardised
sustainability reporting framewaorks
which require disclosures against material
sustainability-related issues.

Qver 2022/23, SSE undertock a double
materiality assessment, supported by a
third-party, with the objective of confirming
the environmental, social and governance
{ESQ) issues most material to its business
activities. Following a process of stakeholder
consultation and analysis, the assessment
identified 21 sustainakility issues material to
SSE. The top five of these material issues are
outlined below, alongside where further
detail can be found.
1. Carbon emissions {see pages 49 to 51 8).
2. Sustainable energy generation

{see pages 100 to 102 18).
3. Affordable and reliable energy

(see pages 64 and 6518
4. Supply chain management

{(sec page 66 18).
5. Skilled workforce (see page 58 8).

The results confirm that S5E's approach to
sustainability remains focused on the most
material issues from both an internat and
external perspective. Carbon emissions align
to the SDG 13, sustainable energy generation
and affordable and reliable energy align to
the SDG 7 and SDG 9. The issues arising from
supply chain management and a skilled
workforce predominantly align to SDG 8.

Financial Statements

Full detail of both the process and the results
of the double materiality assessment can be
found in SSE's Sustainability Report 2023 R

Aligning with external
frameworks

5SE is a signatory to the United Nations
Global Compact (UNGC), incarperating the
Ten Principles of the UNGC into its approach
to business, and aligns disclosures and KPIs
in its Sustainability Report to international
non-financial reporting standards, including
the Global Reporting Initiative (GRI) and the
SASB Standards. SSE also actively engages
with key investor ESG ratings agencies

and investor-led initiatives. Detail of SSE's
performance in these ratings can be

found at sse.com/sustainability [E.

Developments in standardised sustainability
disclosures have continued at pace cver
2022/23, including the International
Sustainability Standards Board (ISSB)
consultation on its first two frameworks,
axpected to be finalised in summer 2023,
and the EU Corporate Sustainability
Reporting Directive (CSRD) coming

into force in January 2023. While these
frameworks will not impact SSE this year,
SSE continues to monitor developments
and remains mindful of these frameworks
in its 2022/23 reporting, working towards
preparedness for upcoming disclosure
requirements.

Driven by SSE's strategy "...creating value for shareholders and society...”

Aligned to shared value global framework United Nations Sustainable Development Goals (SDGs)

Four highly material $DGs linked to SSE’'s 2030 Goals

Cut carbon
intensity by 80%

Increase renewable
energy output fivefold

SSE’'s 2030 Goals

Enable low-carbon
generation and demand

Champion a fair and
just energy transition

Three further material 3DGs linked to S5E's Environmental Strategy

Resource use

Natural environment
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A sustainable approach continued

-~ Accelerating
climate action

The climate emergency requires urgent action. That is why SSE's net zero
ambitions place climate action front and centre of its strategy. SSE aims
to support the transition to a decarbonised power system angd align with
a 1.5°C global warming pathway.

Climate-related financial disclosures

Climate change represents both a risk
and an oppcrtunity to the energy sector.
That is why, since 2018, SSE structures its
climate disclosures against the Task Force
on Climate-related Financial Disclosures
{TCFD} recommendations. Climate
disclosures provide a channel to elevate

Mandated climate-related
financial disclosure in the UK
The Financiat Conduct Authority

{(FCA) listing rule LR 9.8.6 R{B) requires
organisations to report against the TCFD
recommendations, recommended
disclosures and the Annex and guidance

actively seek feedback from shareholders
and stakeholders on best practice on
TCFD disclosures.

SSE has considered climate change in the
preparation of the financial statements
as at 31 March 23 on pages 192 to 3478

and further infarmation has been included
in note 4.1{v) Impact of climate change
and the transiticn to net zero — financial
judgement and estimation uncertainty

on pages 213 to 21418

climate challenges informing decisions
and driving change to deliver a net
Zero economy.

{(published 2021) in annual reports.

SSE believes that whilst it is compliant

with the listing rule there is still opportunity
for increasing maturity across all TCFD
disclosure requirements. SSE continues to

TASKE TORCE -
TUMATE-RELATER
HIRANT 1A

el LR i

Task Force on Climate-related
Financial Disclosures (TCFD)
recommendations

TCFD

Governance

' Disclose the organisation’s
governance around
climate-related risks
and opportunities.

Strategy

Disclose the actual and
potential impacts of
climate-retated risks and
opportunities on the
organisation’s businesses,

Risk Management
Disclose how the
organisation identifies,
assesses, and manages
climate-related risks.

Metrics and Targets
Disclose the metrics and
targets used to assess
and manage relevant
climate-related risks and
opportunities where such

More on pages 37 and 38 8 strategy, and financial More on page 48 8 information is material.
planning where such
information is material. More on pages 49 to 51 18
More on pages 39to 478

Compliant v Compliant v Compliant v Compliant v
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J Directors’ Report

Governing climate-related risks and opportunities

Board oversight of climate issues
Responding to the challenge of climate
change is central to 55E's strategy and, as

a result, the 5SE Board cansiders climate
change as it establishes SSE's purpose,
vision and strategy.

Throughout 2022/23 climate matters were
assessed in dedicated strategy sessions
and during Board meetings. Board sessions
considered both transiticnal and physical
climate-related opportunities and risks and
took this into account in the decisions it
made (see page 131 8).

The Board is supported by a series of
Board-level and Executive-level governance
committees in carrying out its role to
oversee climate-related opportunities

and risks. This is set out in the governance
pathways below.

SSE has a set of 19 Group Policies applicable
across its entire organisation, of which
Climate Change and Sustainability are

two. Policies are reviewed and endorsed

by the Group Executive Committee and
approved by the Board annually.

Structured governance pathways

Compliance with Group policies is also
considered as part of the annual review of
the effectiveness of the System of internal
Control (see page 159 8).

The Board's Schedule of Reserved
Matters; the Terms of Reference of

the Board Committees and the Group
Executive Committee; and the role
orofiles for key Board roles present the
division of responsibilities across SSE
relating to climate matters (sse.com LD
and pages 114 to 141 B).

Board climate expertise

and training

Collectively, and individually, members
of the Board possess a depth of long-
standing energy sector experience. The
specific expertise required to lead SSE's
net-zero aligned strategy within the
external operating context, including
considering of the impact of climate
change, is set out in the SSE's skills
matrix on page 115 B. Amongst other
matters, knowledge deemed material to
the Board's role includes clean energy
technolcgies and climate science,
alongside understanding of the policy
framework required to support society
transition to a net zero world. The skills

Financial Statements

TCFD Governance
recommendations:

Governance

a) Describe the board's
oversight of climate-related
risks and opportunitigs.

b) Describe management'’s role
in assessing and managing
climate-related risks and
opportunities. v

matrix details the individual non-Executive
Directors who support these attributes.
The Executive Directors are deemed to
meet all of the criteria in the skills matrix
and lead the delivery of SSE's strategy,
science-based targets and a set of 2030
Goals, which is supported by extensive
engagement on climate-related issues
with S5E's stakehclders.

See the Corporate Governance framework on page 122 5.

Board of Directars
Sets SSE’s purpose, vision and strategy.

Oversees S5E's material sustainability matters including climate change.

Nomination Committee Audit Committee P
Responsible for Board appointments to Oversees SS5E's climate-related financial disclosures &
support S5E's strategy. in SSE's Annual Report. a4
2
£
Safety, Sustainability, Health and Remuneration Committee
Environment Advisory Committee Responsible For Remuneration Policy that includes
Oversees S5E's climate adaptation and climate factors
resilience plans.
Group Executive Committee Group Risk Committee m
Implements SSE's strategy which includes Reviews the processes, controls and content Y E
climate change policies and practice. of climate-related financial disclosures. i) s
]
TCFD Steering Group
Advises on the development of comprehensive, fair, balanced and understandable
climate-related financial disclosures z
£
[1]
4
-
TCFD Working Group E

Responsible for the production of SSE's climate-related opportunity and risk disclosures with

appropriate stakeholder input.
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A sustainable approach continued
Accelerating climate action continued

In 2022/23, SSE's Board alongside
members of the executive team received
updates on climate reporting (including
the Taskforce on Climate-related Financial
Disclosures (TCFD) and Corporate
Sustainability Repeorting Directive (CSRDY),
as well as deep dives on technical topics
including the future of hydragen, the

role of carbon capture and storage and
distribution networks and net zero. These
are detailed in the discussion of how the
Board sets SSE's strategy on page 1258

Role of senior management
Strategy is implemented by the Group
Executive Committee through $SE's
Business Units. This includes ensuring
that business decisicns are aligned with
S5E's strategy and objectives, such as its
2030 Goals and science-based targets.

As Chair of the Group Executive Committee
the Chief Executive is responsible for
climate-related initiatives. The Chief
Executive agrees the annual objectives

for the Chief Sustainability Officer who

is a direct report. The Chief Sustainability
Officer advises the Board, Group Executive
Committee, Group Risk Committee and
Business Units on climate-related matters
and progress against SSE's Net Zero
Transition Plan.

The Group Risk Committee (GRC}
monitors all Group risks on a regular
basis and ensures that the Business Units
are managing the risks for which they
are responsible. The GRC has overall
responsibility for ensuring the right
mechanisms are in place for managing
all risks, including climate-related risk
ang opportunities.

Reporting to the GRC is a TCFD Steering
Group, comprising representatives from
Greup Finance, Group Risk, Investor
Relations, Company Secretary, Corporate
Affairs and Sustainability, focused cn
advising, steering and governing the
development of fair, balanced and
understandable climate-related financial
disclosures. The TCFD Working Group
supports the TCFD Steering Group to
produce SSE's TCFD disclosures.

Aligning incentives to
climate outcomes

SSE's approach to Executive
Director remuneration reflects
the role of sustainability and
climate-related considerations
within S5E's purpose and
strategy, with sustainability-
linked metrics and targets
forming an element of
perfarmance-related pay.

The framework of SSE’s 2030
Goals has been used since 2019
to assess performance, which
was linked to the performance
based Annual Incentive Plan
until 2021/22. The updated
Directors’ Remuneration Policy,
approved by shareholders

at the 2022 AGM, has seen
performance against these
Goals now linked to the
longer-term Performance
Share Plan, which will vest for
the first time in 2025, More
information can be found in
the Remuneration Committee
Report on pages 173 and 18318,

Climate governance activity in 2022/23
Some of the key governance-based decisions taken in the year are presented in the timeline below. Further detail of net
zero-linked strategic decisions made during the year can be found on pages 126 to 129 8.

EEE—EE-  —

MAY 2022 OCT 2022

Board approvat

of management-
sponsored climate
resolution proposed
at the 2022 Annual
General Meeting.

Board-level

Executive-level
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SSHEAC review
of climate adaptation
plans.

Safety, Health
and Envirenment
Committee
review of climate
adaptation plans

Board approval of the
updated Net Zero
Transition Plan.

Recommended Board
approval of SSE's
updated Net Zero
Transition Plan.

Audit Committee
approval of SSE's
approach ta climate-
related financial
disclosures and
associated assurarice
arrangements

Group Risk Committee
approval of SSE's
governance and
controls for SSE's
TCFD disclosures

Board approval
of 55E's Just Transition
priorities for 2023/24

Recommended Board
approval of S5E's Just

Transition prionties for
2023/24.
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A strategy to support net zero

Providing profitable solutions
to climate change

SSE's purpose is to build a better woerld of
energy for tomorrow and, by doing this,
SSE is helping directly to address the
energy transition tc net zero. It achieves
this through its strategy of developing,
building, operating and investing in the
electricity infrastructure and businesses
needed to decarbonise the power sector.

SSE's goal is to achieve net zero GHG
emissions across its scope 1and scope 2
emissions by 2040 {subject to security of
supply requirements) and for remaining
scope 3 emissions by 2050. These long-
term net zero ambitions are supported
by interim science-based targets aligned
to a 1.5°C pathway.

A plan for a net zero transition
S5E's Net Zero Transition Plan, available

at sse.com/sustainability L0, sets out for
stakeholders the key actions SSE will take to
drive progress towards its net zero ambitions
and its interim science-based targets aligned
to a 1.5°C pathway. SSE's first Net Zero
Transition Report, published June 2022,
presented SSE's progress against its plan

and was received by sharehelders through
its climate resolution at its Annual General
Meeting with 98.92% of votes in favour.

Engagement in action
Government and regulators

The Plan was updated in November 2022 to
take account of feedback from shareholders
and other stakehclders. Changes involved
the inclusion of SSE's joint acquisition of
Triton Power (see more information on
pages 103 to 105 [B); the addition of
cross-cutting issues to recognise the
importance that climate adaptaticn and
resilience and the just transition play in the
transition to net zerc; and, an enhanced
definition of net zero to SSE and further
explanations on the role of neutralisation
technologies in achieving net zero.

To ensure its Plan remains relevant and
comprehensive, SSE develops and iterates
its content and its active involvement in the
UK's Transition Plan Taskforce, ensuring it
can both influence and learn fream
emerging best practice.

With climate-related disclosure provided
within SSE's Annual Report and Sustainability
Report, its annual Net Zero Transition Report
provides a summary and navigation tool
from which sharehclders vote each year.
SSE's Net Zero Transition Report can

be found at sse.com/sustainability LB,
Progress in 2022/23 is disclosed across

this Annual Report and SSE's Sustainability
Report 2023 8.

Engaging on policy interventions

Throughout the year SSE worked
constructively with policymakers to
navigate the energy crisis and engage
on the range of potentia! political
interventions under consideration.

and the wholesale electricity revenue cap
in the EL to ensure that an appropriate
amount of additional tax on extraordinary
earnings — where they materialise —

are paid at a time when consumers are
experiencing abnormally high prices.

As a responsible business, SSE believes that
electricity generators have a rele to play in
bringing down energy prices, but in a way
that protects investor confidence in the
energy sector and energy security more
broadly. As a Fair Tax Mark accredited
company SSE also believes in paying its

fair share of tax.

SSE supported the principle of the
Electricity Generator Levy (EGL} in the UK

Alongside other industry participants

and stakeholders, SSE worked closely
with the UK and Irish government officials
through their consultative process with

a view to ensuring that the design of

the mechanisms achieved these aims
whilst protecting against unintended
consequences for security of supply

or investor confidence.

Financial Statements

TCFD

TCFD Strategy
recommendations:

Strategy

a) Describe the climate-related
risks and cpportunities the
organisation has identified
over the short, medium,

and long term.

b} Describe the impact

of climate-related risks
and opportunities on the
organisation’s businesses,
strategy, and financial
planning. v

¢) Describe the resilience of the
organisation’s strategy, taking
into consideration different
climate-related scenarios,
including a 2°C or lower
scenario. v

Engagernent was well received and helped
inform practical implementation of the
policy in a number of important aspects.

SSE will continue to work constructively
with all parties to respond to the energy
crisis, without impacting industry’s ability
and appetite to deliver the unprecedented
levels of private capital needed to address
the main cause of the energy crisis — our
dependence on imported fossil fuels.
Addressing the causes of the crisis, rather
than the short-term symptoms, will
ultimately require policy framewaorks

that support long-term investment.
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A sustainable approach continued
Accelerating climate action continued

Advocating for climate action

SSE actively and positively advocates for
mere ambitious climate change policy to
achieve net zero and conducts its advocacy
in line with the goals of the Paris Agreement
and its own net zero strategy.

In 2022723 SSE's climate advocacy was
focused on the acceleration of renewables
deployment to deliver net zero and avoid
future cost-of-living crises. The importance
of progress on decarbonising thermal
generation, heat, and transport has also
been an advocacy priority for the Group
in2022/23.

To maintain momentum towards achieving
net zero ambitions in the UK SSE engaged
the UK's Department for Environment and
Rural Affairs on matiers relating to climate
adaptation and resilience planning, and
responded to UK goverhment consultations
on the Electricity Networks Strategic
Framework and the Review of Electricity
Market Arrangements (REMA). In Ireland,
SSE successfully advocated for an increase
to the 2030 offshore wind target from SGW
to 7GW and responded to the Government's
hydrogen strategy for Ireland

SSE also supported the Transition Plan
Taskforce preparers and users working
group to develop guidance on Transition
Flans and is now a member of the TPT's
Delivery Group after inyolvement with the
TPT sandbox (testing) exercise.

Detail of advocacy activities undertaken
across 2022/23 can be found throughout
the Strategic Report of this Annual
Report {pages 2 10 109 |8) and in S5E's
Sustainability Report 2023 B available

on sse.com/sustainability [0,

Aligning capital deployment

to a1.5°C pathway

SSE supports the integration of standardised
and robust sustainability considerations

into all of its investment decisions. This is
achieved through internal investment criteria
which tests capital investment decisions
against SSE's commitment to its core 2030
Goals, including the targeted reductions

in GHG emissions consistent with a 1.5°C
Paris-aligned pathway as verified by the
Science Based Targets initiative.

In November 2021, SSE anncounced its

Net Zero Acceleration Programme which
committed to enhanced investment in
renewables, networks and flexibility, whilst
beginning to export SSE's renewables
capabilities overseas. With rising ambitions
in key markets, combined with an increasing
focus on energy security, SSE has upgraded
this strategic programme for the period
2022 to 2027, referred to as 'NZAP Plus,

to invest more capital into the low-carbon
electricity infrastructure needed by society.

With around 90% of the NZAP Plus
expected to be invested in either
renewables or networks, the substartial
majority of the investment plan is directly
focussed on climate solutions to achieve
SSE's 2030 Goals, the four material UN
Sustainable Cevelopment Goals (SDGs)
which underpin them and is aligned to
the Technical Screening Criteria of the EU
Taxonomy. The remaining 10% includes
investrment in low-carbon flexible service
technelogies, such as the two recently
announced Biofuel projects in Ireland,

as well as other capital investment such
as maintenance spend and investment in
Group [T infrastructure.

Net Zero Transition Plan pathway

2025

Target Short term {to 2025)

Medium term {2025-2035)

Financing climate strategies

SSE understands that investors seek robust
mechanisms through which they can
ensure their investments are sustainable
and take account of climate-related risks.
To support both its own developments and
the growth of green finance, 5SE also has
pursued a strategy of issuing green bands,
when appropriate, to fund its investments.

In July 2022, SSE issued a €650m seven-
year Green Bond, the proceeds of which
were allocated to help fund S5E Renewabies’
flagship onshore and offshore wind projects
which are currently under construction or
recently cornpleted. This marks S5E's fifth
Green Bond in six years and reaffirms its
status as one of the largest issuer of Green
Bonds from the UK corporate secter. It
remains the only UK corporate to offer
multiple Green Bonds and this latest
issuance brings SSE's total outstanding
green ponds to over £2.5bn. More
infermation can be found at sse.com/
greenbond L0,

Material climate impacts

The most material climate-retated
opportunities and risks are described

in detail on pages 42 to 4518 and have
the potential to significantly impact SSE's
business, strategy and financial planning.

The opportunities (pages 42 and 43 8] relate
to the role that renewables, transmission and
distribution electricity networks, and thermal
generation play in supporting the transition
to net zero. The material risks (pages 44 and
45 8) are associated with the physical
impacts of extreme or changing weather
conditions on renewable and network
operations; alongside transition risks

related to renewable wholesale prices

and resilience of thermal power generators
to changing policy.

e Scopel e Scope 2 e Scope 3

2035

2050
Long term (2035-2050)

40

Engage wyth 50%
of suppliers by
spend to set an
SBT by 2024

Reduce the carbon
intensity of scope 1
GHG emissions by
80% by 2030, from
2017/18 baseline

Reduce absolute
scope 1and 2 GHG
emissions by 72.5%
by 2030 froma
2017718 base year,

Note. for definitions of scopes 1, 2 and 3 SSE follows the GHG Protocol.
For further informatian on SSE's GHG and Water reporting criteria see sse.com/sustainability £0.
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Reduce absolute
GHG ermissions from
use of products sold
by 50% by 2034 from
a 2017/18 base year

Net zero for S5E's
scopeland 2
ermissions by 2040.

Net zero for all SSE's
remaining scope 3
emissions by 2050



Strategic Report

Further information on each climate-
related opportunity and risk is also
presented in SSE's COP Climate Change
Programme submission, available at
sse.com/sustainability 3.

Conducting climate

scenario analysis

In 2022/23, SSE conducted scenario
anhalysis of its material climate-related
opportunities and risks. SSE introduced
‘impact pathways’ to map each potential
climate event and its effect on SSE's
business activities. To calculate the
potential financial impact a combination
of data sources were used involving
historical internal business data, external
independent climate-related scenario
data alongside current and approved
forecast financial data.

Transition risk scenario frameworks: o
quantify the potential financial impact
of the climate transition opportunities or
risks two external independent climate-
related scenarios were drawn from to
inform scenario analysis:

1. International Energy Association’s {IEA)
Net Zera Emissions by 2050 scenario
shows a pathway to limit global
temperature to 1.5°C and aligns with the
International Panet on Climate Change
(IPCC) sixth assessment report; and IEA

I
Directors’ Report

Stated Policies Scenaric {STEPS) which
reflects current policy settings based
on ‘sector by sector’ and ‘country by
country’ assessments of the specific
pclicies that are in place, as well as
those that have been announced by
governments around the world and is
consistent with a glebal temperature
rise of 2.5°C.

2. National Grid Future Energy Scenarios
which invclve four different, credible
pathways for the future of energy
between now and 2050. SSE uses
the ‘Leading the Way' and ‘Consumer
transformation’ pathways, which are
aligned to the UK Net Zero emissions
by 2050 target that aims to keep global
temperature rise to below 1.5°C, for its
1.5°C scenario. SSE uses the National
Grid Future Energy Scenario ‘Falling
short’ pathway for its 2.5°C scenario,
this does not achieve the UK net zero
emissions by 2050 target and is
therefore assumed to represent a
pathway that ieads to & warmer global
temperature outcome of 2.5°C.

Physical risk scenario frameworks: to
guantify the potential financial impact

of the physical risk of climate change,

SSE used the UK Met Office's climate
projections (UK CP18) tocl. The UK CP18
data aligns to the Internaticnal Panel on
Climate Change's {IPCC) Sixth Assessment

Financial Statements

Report Representative Concentration
Pathways (RCPs). For the 1.5°C scenaric,
SSE used the Met Office Climate
Projections 1.6°C temperature pathway
which is consistent with the IPCC RCP

2.6 pathway. The 4°C scenario draws
from the UK Met Office 4.3°C temperature
pathway which is consistent with the
IPCC RCP 8.5 pathway.

General climate change trends project an
increased chance of warmer, wetter winters
and hotter, drier summers along with an
increase in the frequency and intensity
of extremes. These trends are projected
to occur from the middle of the century
onwards. As a result, SS5E has modelled
the physical risks of climate change in
2050 and 2080 to reflect the longer term
nature of changes in climate. In addition,
for these physical risks SSE has used
climate projection data associated with

a 1.5°C and 4°C temperature change to
assess the impact of a more extreme
warming scenario.
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A sustainable approach continued
Accelerating climate action continued

Understanding climate-related opportunities and risks

The purpose of TCFD disclosures is to demonstrate the resilience of a company to climate change. An important way to consider that
resilience, is to define climate-related opportunities and risks and subject them to different climate outcomes. The next four pages are
dedicated to helping stakeholders understand SSE's resilience under varying scenarios and timeframes. This analysis does not represent
a prediction of the future, simply a tool to understand a plausible spectrum of outcomes.

Pages 42 and 43 18 assesses S5E's climate opportunities and pages 44 and 45 B considers SSE's identified climate risks.

Potential financial impact of assessed climate opportunities

Opportunities 2030 (EBIT £bn) 2050 (EBIT £bn)
15°C 2.5°C 1.5°C 2.5°C
1. Accelerated wind investment! 0.48 - 0.66 0.35-0.47 1.09 - 1.50 0.63 - 0.86
2. Accelerated transmission growth? 0.46 - 062 0.21-0.28 1.1 - 150 082-111
3. Valuable flexible hydro' 0.00-0.01 0.00-0.01 0.15-0.20 013 -017
4. Valuable flexible thermal! 0.14 - 0.20 0.66 - 059 0.05-0.07
5. Driving distribution transformation® 0.09-0.12 0.04 - 0.06 0.31-0.42 0.28 - 0.37

The potential financial impact of all scenarios is stated in GBP billan (£bn) based on ene-year annualised earmings before interest and tax (EB{T) and presented as a
range to reflect sensitivities applied to each climate scenario. For each opportunity, the annualised EBIT s adjusted for the capacity or other growth assumptions from
the noted scenarios. Further adjustments for price changes based on increased system capacity were made for opportuntties 1 and 3.

1 The 1.5°C scenaric draws from the IEA Net Zero Emissions by 2050 pathway and from the IEA STEPS pathway for the 2.5°C scenano,

2 The 1.5°C scenaric draws from the Natiomal Grid Future Energy Scenario ‘'Leading the way' pathway and from the National Grid Future Energy Scenario “Falling
short’ pathway for the 2.5°C scenario.

3 The 15°C scenario draws from the Natiohal Grid Future Energy Scenario 'Consumer transformation’ pathway and from the Nationa! Grid Future Energy Scenano
"Falling short’ pathway for the 2 5°C scenario.

Resilience after scenario analysis

Climate change scenarios present different possible futures and are based on independent projections from external scenario providers
including the International Energy Agency (IEA), National Grio Future Energy Scenarios and the Intergovernmentai Panel on Climate
Change {IPCC). Scenarios are not forecasts and should not be relied upon for decision making. The scenarios are designed for S5E

to test its resilience against a range of different future states and inform strategic decision making.

The scenario analysis completed by SSE on its material climate opportunities indicates that SSE, its strategy and financial plans are resilient
under a range of climate-related scenarios, including a 1.5°C and 2.5°C temperature pathway. Due to S5E's strategy to focus onthe transition
to a net zero world, opportunities under a 1.5°C scenario represent greater growth than those under a 2.5°C temperature pathway.

Climate opportunity impacts

With five relevant material climate oppertunities identified, each is defined with its impact on strategy described below:

1. Accelerated wind investment

Context Impact to SSE Strategic alignment

UK and international binding net zero targets As part of the scenario analysis, S5E assessed its Under the NZAP Plus, SSE anticipates that around
supported by renewable capacity growth plans current and pipeline wind portfolio to understand  5GW of additional net capacity will be added
and targets provide an opportunity to invest the potential opportunity of accelerated wind across the five-year plan, with net installed

in the growth of S5E's instalied onshore ang investment to the business in 2030 and 2050 capacity exceeding 9GW by March 2027 This
offshore wind generation capacity. The 1.5°C scenario indicated a significantly investment strategy aligns to the opportunities
Key assumptions included the wind capacity greater opportunity in 2030, with a range of arising frem 2 1.5°C scenano.

projections from the IEA Net Zero Emissions £0.48bn to £0.66bn and an opportunity of more

by 2050 and STEPS scenarios, SSE's current than double that in 2050 with a range of £1.09bn

and pipeline wind investrment projections and te £1.50bn, when compared to a warmer 2.5°C

internal wind capture price factors. scenario for the same time horizons
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2. Accelerated transmission growth

Directors’ Report

Link to strategy

Financial Statements

Develop Qperate

Build Invest

Context

All net zero pathways for the UK require new
sources of renewable wind generation, at scale,
in the north of Scotland. This energy must be
transported to the regions of demand, reguiring
significant expansion of the north of Scotland
electricity transmission network.

Projected renewables generation capacity for
Scotland from the National Grid Future Energy
Scenarios 'Leading the way' and "Falling short’
and S$SE's investment in the north of Scotland

3. Valuable flexible hydro

electricity transmission network assumptions
have been used in the scenaric analysis.

Impact to SSE

As part of the scenario analysis, 55E assessed
the current and future capital investment plans
for its SSEN Transmission business. The National
Grid ‘Leading the way' Future Energy Scenario
indicated a significantly greater opportunity in
2030 and 2050, with ranges of £0.46bn to
£0.62bn and £1.10bn to £1.5C0bn respectively,
when compared to the ‘Falling short’ scenaric

Strategic alignment

While SSEN Transmission has completed the first
year of its five-year RIIO-T2 investment plan,
making progress with key strategic investments
under the Ofgem uncertainty mechanism,

the scale of growth to 2030 has become clear
Ofgem’s "Pathway to 2030" identified £7bn of
further investment required in the nerth of
Scottand establishing cenfidence that both
national climate targets can be met, and that
SSEN Transmission’'s growth will more closely
align with the "Leading the way’ climate scenario.

Context

A renewables-led electricity system will require
support from flexible generators that provide
system services, such as short-term reserve,
frequency and long-duration storage services.
The opportunity exists to use tow-carbon flexible
hydro capacity and invest in pumped storage
capacity to support the GE electricity system.

Key assumptions included the projected hydro
generation capacity from the IEA Net Zero

4. Valuable flexible thermal

Emissions and STEPS scenarios, SSE's renewable
investment projections and internal price factars
to take account of market volatility.

Impact to S5E

The scenario analysis assessed the optimisation of
SSE's existing hydro assets and the development
of Ceire Glas a large scale, long-duration pumped
storage project. The 1 5°C scenario indicated a
greater opportunity for SSE's hydro assets in 2050
reflecting the impact of investing in Coire Glas,

with a range of E0.15bn te £0.20bn, when
compared to the warmer 2.5°C scenario.

Strategic alignment

SSE seeks to invest in its existing 1 5GW of
hydro capacity as welt as develop pumped
storage capacity at Coire Gias as part of its
current five-year investment programme. This
investment strategy is therefore aligned to the
oppartunities arising from a 1.5°C scenario.

Context

A renowables led electricity system renuires
support from flexible generators that provide
system services, such as short-term reserve,
freguency. security of supply and price stability.
There is the cpportunity to repurpose 55E's
existing gas-powered electricity generators,

as well as invest in new low-carbon thermal
generation assets.

Matural gas with carbon capture and storage
generation projections from the IEA Net Zero
Emissions by 2050 and STEPS scenarios and SSE's
current and future investment plans in low-

carbon thermal generation assumptions have
been used in the scenario analysis

Impact to SSE

The scenario analysis assessed current and
future capital investment plans for SSE's

Thermal business. The 1.5°C scenario indicated

a significantly greater opportunity in 2050, with a
range of £EQ.66bn and £0 98bn, when compared
to a warmer 2.5°C scenaric The opportunity
highlights that investment in low-carbon thermal
technologies in the short and medium term
present greater growth in the long term.

5. Driving distribution transformation

Strategic alignment

SSE is actively developing options to decarbonise
its fleet, most notably in carbon capture and
storage and hydrogen technologies. Projects
incluge carbon capture and storage projects as
part of the UK cluster sequencing programme

at Keadby in the Humber and Feterhead in the
North of Scotland alongside hydrogen projects at
Keadby and Saltend and the repurpasing of SSE's
Aldbrough Gas Storage site for the safe storage of
hydrogen. These plans are therefore aligned to
the opportunities arising from a 1.5°C scenario

Context

To deliver net zero targets across all sectors

and countries requires a shift to zero emission
vehicles and electric heating. In the UK this
requires the transformation of the distribution
system to ensure the system is fit to manage the
potential five to ten-fold increase in annual load
expected between now and 2038.

Projected electricity consurmer demand from the
National Grid Future Energy Scenarios 'Consumer

transformation’ and 'Falling short” and SSEN
Distribution’s investment plans to suppaort the
electrification of the energy system have been
used in the scenario analysis.

Impact to SSE

As part of the scenario analysis, SSE assessed
the current capital investment plans for its
SSEN Distribution business. The National Grid
‘Consumer transformation’ Future Energy
Scenario Indicated a significantly greater

opportunity in 2030 and 2050, with ranges of
£0.09bn to £0.12bn and £0.31bn to £0.42bn
respectively, when compared to the ‘Falling
Short sCanaro.

Strategic alignment

SSEN Distribution’s current RIO-ED?2 business
plan for 2023 to 2028 sets out the flexibility and
network investment required to accelerate net
zero and therefore is aligned to the opportunities
arising from a 1.5°C scenario.
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Potential financial impact of assessed physical risks of climate change

To SSE. climate-related risk expresses itself in two ways: through the physical risk associated with a climate changed world; and through
the transition risks associated with policy or market change. The tables presented on pages 44 and 45 8 present SSE's material climate-
related risks alongside the potential financial impact against a seriés of climate scenarios. The impacts described are designed to aid

understanding of SSE's climate risks and are not intended to be forward looking guidance.

Physical climate risks from a changed climate

Risks 2050 (EBIT £bn} 2080 {EBIT £bn)
1.5°C 4°C 1.5°C 4°C
1. Variable renewable generation risk* (0.10) - (014} (0.13) - (017) (0.15) - (0.20} (0.20) - {0.27)
2. Storm, wind and heat damage to networks assets risk? (0.07) - (0.09) {0.07) - {0.10} {0.13) - (0.18) (0.15) - (0.20)

The potential financial impact of all scenanos 1s stated in GBP billon (Ebn] based on one-year annualised earnings before interest and tax (EBIT) and presented as a
range to reflect sensitwities applied to each climate scenano. Storm, wind and heat damage to networks assets riskos stated in GBP tullion (Ebn) based on one year
annualised storm costs External climate models have inherent Imitations, with a lack of data on extreme climate events, and lower confidence levels on certain
climate variabies such as wind, SSE's assessments account for uncertainties by extracting average wind speed data to assess the impact.

1 The 1.5°C scenario draws from the IEA Net Zero Emissions by 2050 pathway and the UK Met QOffice Climate Projections {UK CP18) 1.6°C temperature pathway
which is consistent with the IPCC RCF 2.6 pathway. The 4°C scenario draws the IEA Net Zero Emissions by 2050 pathway and the UK Met Office CP18 4 3°C
temperature pathway which is consistent with the IPCC RCP 8.5 pathway.

[

The 1 5°C scenario draws from the Natianal Grid Future Energy Scenario ‘Cansumer transfarmation’ pathway and the UK Met Office Climate Projections (UK CP18)

1.6°C temperature pathway which is consistent with the iPCC RCP 2.6 pathway The 4°C scenario draws the National Gnd Future Energy Scenario Falling short’
pathway and the UK Met Office CP18 4.3°C temperature pathway which is consistent with the {PCC RCP 8.5 pathway.

Resilience after scenario analysis

The scenario analysis completed by SSE on its material climate physical risks indicates that SSE is reasonably resilient to identified climate-
related scenarios including 1.5°C and 4°C pathways. For SSE, the potential financial impact at a 1.5°C pathway presents a lower risk in the
scenarics than a 4°C pathway. This reflects the potential impact of greater global warming and the associated weather impacts of sustained
higher temperatures and extreme weather events (including storms, heat waves and flooding) associated with a warming world.

Due to SSE's strategy and the key controls that it employs to manage and mitigate the climate risks, SSE is positioned well to respond to
the risks presented in both a 1.5°C pathway and 4°C pathway.

Physical climate risk impacts

1. Variable renewable generation

Context

Longer term changes in climate patterns cause
sustained higher temperatures that may result
inlower rainfall and reduced wind levels These
changes may impact SSE's renewable output
and associated earnings in the short, medium
and long term,

Key assumptions included the IEA Net Zero
Emissions by 2050 wind generation projections
and the Met Office UK Climate projections for
average wind speed times.

Impact to SSE

This is a perenmiat risk that impacts S5E.

For instance, in the first half of 2021/22 SSE
experienced one of the driest and calmest summer
penods [April to September) on record which
reduced adjusted operating profit through the
sumrner period and impacted financial plans for
the year. For the future, with a five-fold increase

in renewables capacity by 2031 and prospects
beyond 2031, this risk will continue to iImpact SSE.
The 4°C scenario indicated a greater risk in 2050,
with arange of £0.13bn and £0.17bn and a more
significant risk in 2080 with a range of £0.20bn to

E£0.27bn, when compared to a 1.5°C scenario for
the same time hortizons.

Strategic alignment

The technical and geographical nature of SSE's
renewable capacity alongside meteorological
maonitoring, crisis management and business
continuity plans are some of the ways that SSE
manages and mitigates its business against this risk

2. Storm, wind and heat damage to networks assets

Context

Increased severity of extreme weather events,
such as storms, floods and heat waves bring
prolonged extreme temperatures, wind of
rainfalt. This may darmage of stress network
assets and result in additionat costs to repair
and mauntain the network and the loss of
incentive revenue for distribution operators,

Projected electncity consumer demand from
National Grid Future Energy Scenarios ‘Consumer
transformation’ and ‘Failing shert’, Met Office UK
Climate projections for average wind speed times
and internal assumptions an the projected
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frequency ot extreme storms and heat waves
have been used in the scénario analysis.

Impact to SSE

This risk has the potential to impact SSE's
networks assets in the medium and long term
For example, in the 2021/22 winter season, SSE
experienced five storms named by the Met Office
that became Red Alert events and impacted over
100,000 customers with many impacted for a
multi-day period.

The 4°C scenario indicated a more significant risk
in the longer term, with a range of £0.15bn to

ED.20bn when compared to a 1.5°C scenario
for the same time horizens.

Strategic alignment

A programme of investment into the
strengthening and improvement of SSE's
networks alongside meteorological modelling,
¢risis management and business continuity plans
are some of the ways that SSE manages and
rmitigates its business against this risk,
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Potential financial impact of assessed transition risks
Transition risks arising from policy and market change
Risks 2030 (EBIT £bn) 2050 (EBIT Ebn)
1.5°C 2.5°C 1.5°C 2.5°C
3. Accelerated gas closure risk? {0.34) - (0.51} (0.17) - (0.26)
4. Wind capture market risk? (0.11) - (0.15) (0.03) - {0.04)} {0.38) - (0.52) (0.10) — (014}

The potential financial impact for the accelerated gas closure risk is stated in GBP billien (Ebn) based projected Net Present Value for each gas-fired power station and
the wind capturé market risk is stated in GBP billion {£bn} based on one-year annualised earnings before interest and tax (EBIT). All scenarics are presented as a range
to reflect sensitivities applied to each climate scenario. Further adjustments for price changes based on increased system capacity were made for risk 4

1 Thel 5°C scenario draws from the National Grid Future Energy Scenario 'Leading the way' pathway and from the National Grid Future Energy Scenario ‘Falling

short’ pathway for the 2.5°C scenario,

2 The 1.5°C scenario draws from the IEA Net Zero Emissions by 2050 pathway and from the IEA STEPS pathway for the 2.5°C scenario.

Resilience after scenario analysis

The scenario analysis completed by SSE on its material climate transition risks indicates that SSE is resilient to identified climate-related
scenarios including 1.5°C and 2.5°C pathways. For SSE, the potential financial impact at a 1.5°C pathway presents a greater risk than

the 2.5°C pathway in these climate scenarios. This reflects the potential impact of climate policy in the 1.5°C scenario which may bring
forward the closure of unabated thermal generation to 2030 or earlier and potentially impact future earnings. Whilst the wind capture
market risk has the potential in the 1.5°C scenario to have a greater impact on SS5E's current renewable capacity and future new renewable
capacity and potential future earnings. Due to 55E's strategy and the key controls that SSE employs to manage and mitigate the climate
risks, SSE is positioned well to respond to the risks presented in both a 1.5°C pathway and 2.5°C pathway.

Climate transition risk impacts

3. Accelerated gas closure

Context

More aggressive climate change policy may bring
forward the closure of unabated gas generation
from 2030.

Key assumptions included the National Grid
Future Energy Scenarios 'Leading the way' and
‘Falling short’ for installed unabated natural gas
generation capacity decline projections in 2030
and 2035 and the net present value of existing
gas-fired power stations with a life expectancy
post 2030.

4. Wind capture market

Impact to SSE

SSE's existing 5.3GW fleet of installed gas- and
oil-fired generation will be nearing the end of its
expected life by the end of the 2020s. However,
2 3GW of Combined Cycle Gas Turbine (CCGT}
capacity will still be in operation in 2030. The
climate scenaric analysis assessed the impact of
this capacity not being able to generate beyond

2030 without low-carbon abatement technology.

Under the 1.5°C scenario all remaining gas-fired
capacity closes by 2030 whilst the 2.5°C scenano
assumes scme gas-fired power stations are still
able to operate beyond 2030 but expects any

remaining power stations to close by 2035, The
1.5°C scenaric indicated a greater risk in 2030,
with a range of £0.34bn and £0.51bn when
compared to a warmer 2.5°C scenario for the
same time horizon.

Strategic alignment

To mitigate this risk, SSE is in the process

of repurposing existing thermal assets and
developing low-carben thermal technologies
and in addition has a strong pipeline of new
renewables projects that provide a natural
hedge against this risk.

Context

All credible pathways to net zero in the UK and
beyond assume the dramatic scaling up of wind
{especially offshore) generated electricity. As
wind generation capacity increases, it is expected
that the average electricity price wind power
{'wind capture price’} achieves will be less than
the average price for electricity ('baselcad price’)
There 15 a risk that this lower average price for
wind output is more extreme than expected by
the market or SSE.

Key assurmptions included wind capacity
projections from the IEA Net Zero Emissions by

2050 and STEPS scenarios, internal non-
subsidised wind output and internal wind capture
price factors.

Impact to SSE

The wind capture market risk has the petential
to be greater in a 1.5°C scenario than in the 2.5°C
scenario due to the expectation that the 1.5°C
scenario expects new renewsble capacity to be
built at a greater pace to meet the net zero by
2050 goal

The climate scenario assessed SSE's current and
future renewables capacity against the future IEA

projections for both pathways. The 1.5°C
scenario indicated a greater risk 1n 2030, with
arange of £0.11bn and £0.15bn and a more
significant risk in 2050 with a range of £0.38bn
to £0.52bn, when compared to a warmer 2 5°C
scenario for the same time horizons.

Strategic alignment

SSE's balanced portfolio of generation capacity,
power hedging strategies and the fact that S5E
factors wind capture price into its long term price
forecasts are some of the ways that SSE manages
and mitigates its business against this risk.
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Accelerating climate action continued

Classifying sustainable
investments

Progressing towards a UK

Green Taxonomy

SSE is an advocate of the development

of sustainahle finance beyond green and
sustainable debt markets. $5E supports the
integration of standardised sustainability
criteria into investment decisions. Its

own internal investment criteria ensures
alignment of capital investment plans to its
core 2030 Goals which includes targeted
reductions in GHG emissions consistent
with a 1.5°C Paris Agreement pathway.

The announcement by the UK Government
in March 2023 that it would consult on a
UK Green Taxonomy in Autumn 2023 was
therefore a welcome step, and SSE Jooks
forward to engaging in the consultation
process. SSE continues to make the

case that a UK-appropriate taxonomy —
consistent with the broad principles
established by the EU Taxonomy but with

a focus on being simpler, more transparent
and auditable — would help support the
quality of standards, [abels and disclosures
required to define green finance activity.
SSE's Sustainability Report 2023 B
discusses the opportunities to enhance
the UK Green Taxonormy, available at
sse.com/sustainability LD

Assessing SSE's eligible activities

To provide stakeholders with an indication
of the scale of SSE€'s green economic
activities, SSE has taken a best efforts
approach te consider its alignment

to the EU Taxonomy. Key strategic
activities (ie onshore wind, offshore wind,
transmissicn, distribution} from SSE's
Reporting Segments were assessed against
the technical screening criteria. While an
internal assessment against the Do No
Significant Harm and minimum safequards
criteria was undertaken, a second party
opinion has not yet been sought.

The financial metrics disclosed continue
to be classified based on SSE's reportable
segments. Table 1 on page 47 B provides
the output from this principle-based
assessment of SSE's taxonomy aligned
activities.

Taxonomy eligible activities in 2022/23

are from S5E's onshore and offshore wind
generation, hydro {run of river and pumped
storage) as well as its networks transmission
and distribution activities. In 2022/23,

the proportion of S5E's taxonomy-eligible
activities across the different measures
were: adjustad operating profit, 55%;
adjusted investment and capital
expenditure, B1%; and, revenue, 26%.
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The reason that SSE's taxonomy-eligible
revenue appears low in relation to its

total revenue is primarily due to Energy
Portfolio Management (EPM) trading activity
and the sale of power to end customers,
both of which are high volumes, with
pass-through costs and lower margins than
in larger businesses such as renewables
generation and networks. SSE betieves

that revenue is a poor measure in assessing
its economic activity and that the most
appropriate measures of its taxonomy-
eligible economic activity are in relation to
its capital investment and its operating profit.

The taxonomy non-eligible activities are
associated with SSE's thermal generation
and gas storage businesses. As these
businesses continue their decarponisation
pathways, itis expected that emerging
activities such as low-carbon flexible
generation or hydrogen storage will
qualify in the future.

Finally, activities that have not been
identified in the taxonomy as they either
do not significantly contribute to climate
change mitigation or could yet be
integrated into the Taxonomy at a later date
comprise SSE's Business Energy, Airtricity,
Distributed Energy, EFM and Corporate
businesses. These activities either operate
as customer focussed businesses, a route
to market for generation, or do not contain
material activities at this time.

Providing the UK Green Taxonomy does

not deviate significantly from the EU model,

S5E expects its assessment of its taxonomy
eligiple activities disclosed on page 47 B 1o
be consistent with a future UK framework.

Taxonomy eligible activities
ataglance

Assumptions

SSE's accounting policies for these
calculations are based on the current
EU Taxonomy Regulation 2020/852,
and delegated acts.

Linkage principle

In calculating each taxonomy-eligible
propaertion, a ‘linkage principle’ has been
applied, stipulating that any revenue,
operating profit/loss ot capitat expenditure
that can be justifiably linked ¢ an identified
taxonomy economic activity can be
classified as taxonomy-eligible. Using

this principle, revenue and operating
profits frarm SSE's balancing activities,
hedging, and trading can be linked tc

the EU taxonomy eligible activities when
the activity is undertaken te directly
support the eligible activities.

Proxies

Where financial results are not
appropriately split into Taxonomy

eligible activities {namely Energy Portfolio
Management trading and power sale
activities), revenue has been allocated
based on purchased power volumes
from renewable versus non-renewable
assets, and operating profitAoss has been
apportioned based on internal contractual
trading agreements.

Materiality

The analysis has been prepared by applying
a top-down review of S5E's activities and the
alignment with existing segmental reporting
within taxonomy eligible activities. There
are some activities that fall below specified
thresholds which are not taxoncmy eligible.
As SSE's reporting processes and controls
will be refined ahead of implementation of
the UK Green Taxonomy, it is expected that
some reclassification of activities may occur
due to changes in materiality thresholds or
clarification on eligible activity criteria.
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Table 1: Assessment of SSE’s taxonomy aligned activities

Adjusted operating Adjusted investment and

SSE's reported segments (a) Taxonomy eligible activity (a} Revenue {b) profit (¢) capital expenditure (d)
Em % £m % Em %
SSEN Transmission Transmission of electricity 656.1 5.3 3727 147 4855 229
SSEN Distributicn Distribution of electricity 1,102.7 8.8 382.4 15.1 421.0 19.5
SSE Renewables Eiectricity generation 3348 2.7 580.0 229 8375 387
EPM As route to market for 1,150.2 9.2 62.3 2.5 12 0.1
SSE Renewables
Total taxonomy eligible activities 3,243.8 26.0 1,397.4 55.2 1,755.2 81.2
SSE Thermal Thermal Generation 740.4 59 1,031.9 40.8 153.2 71
Gas Storage Supply of energy 12.2 0.1 212.5 8.4 6.2 0.3
EPM As route to market for 35,1986 25.6 {3.0 (0.1 12 0.1
SSE Thermal
Taxonomy non-eligible activities 3,951.2 316 12914 49.1 160.7 75
Business Energy 3,3135 26.6 179 08 389 18
SSE Airtricity 1,776.9 14.2 56 0.2 10.5 0.5
EPM - - 211 0.8 2.3 0.1
Distributed Energy 1391 11 (27.4) {1.1) 1247 57
Corporate unallocated 66.2 0.5 {126.8) (5.0) 68.3 32
Total taxonomy partially/not-aligned activities 5,295.7 42.4 {109.6} (4.3) 2447 113
Total continuing operations 12,490.7 100.0 2,529.2 100.0 2,160.6 100.0
Notes:

a) Alugnment is based on segmental reparting in SSE's financial year end statements.

(b} Revenue: derived from the disaggregation of revenue from contracts by customers, in line with the requirements of IFR5S 15 ‘Revenue from Contracts with
Customers' (see note 5.1.1).

(c) Adjusted operating profit/loss: calculated as adjusted operating profit/loss related to the businesses alrgned with the taxonomy categories (see note 5.1.2).

(d} Adjusted investment and capital expenditure: calculated as adjusted capital expenditure related to assets or processes associated with taxonomy-eligible
economic activities that 15 accounted for based on |AS 16, IAS 38 and IFRS 16 and thereby included within adjusted capital expenditure (see note 5.1.3).

Revenue Adjusted operating profit Adjusted investment and
capital expenditure

M Eligible
B Ncteligible
M Not aligned
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Accelerating climate action continued

Climate opportunity and risk management

Identifying and assessing climate
opportunities and risks

SSE's Group Risk Management Frarmework
(pages 156 and 157 B8} is complemented by
a specialist TCFD climate assessment that
identifies and assesses climate opportunity
and risk in the short, medium and long term.

The climate risk assessment involves senior
business leader interviews supported by
ongoing business unit risk assessments to
capture and understand a long list of climate
opportunities and risks. A materiality test

is completed, and a final list of significant
climate opportunities and risks defined.

SSE identifies the climate impact on its
operations over the short (up to three
years). medium {four to 10 years and loeng
term {up to 30 years) from the perspective
of market, policy or regulatery transition
cpportunities and risks. Climate impacts
to SSE’s operations from the physical risks
of climate change are assessed over the
short (up to three years), medium (four to
10 years) and long term (up to 80 years).
SSE's time horizons for assessing climate-
related oppaortunities and risks are aligned
with other business practice time horizons.
The three climate-related time horizons
mirror the investment, capitat and
regulatory time horizons that govern 5SE's
financial, operationat and capital plans.

Materiality is tested for each climate
opportunity or risk based on its ability
to have a substantive potential financial
impact on SSE’s strateqy or significant
impact on SSE's stakeholders.
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in 2022/23, the assessment process
reconfirmed that the material climate-
related opportunities and risks {on pages
50 to 5318 of SSE's Annual Report 2022 W)
remained relevant to SSE with some minor
amendmerts tc a few such as, the ‘storm
damage network risk’ was updated 1o
more precisely account for the impact

of wind and heat (page 44 &),

Managing climate opportunities
and risks

S5E's System of Internal Control defines the
policy, standards and governance for the
management of all risks, including those
relating to climate. The system involves

the critical controls that are in place to
manage risk including climate risk. Controls
include business continuity plans, crisis
management and incident response, large
capital project governance and internal and
external assurance.

The climate-related opportunities and

risks (pages 42 to 45 B), combined with
SSE's Sustainability Report 2022 B and CDP
Climate Change response provides further
information on these actions and controls.

Integrated climate-related

risk assessment

SSE's Group Risk Management Framework
{pages 156 and 157 18) manages risks

that can threaten the achievement of
SSE's strategic objectives, including
climate change.

TCFDI:

TCFD Risk Management
recommendations:

Risk Management

a) Describe the organisation's
processes for identifying

and assessing climate-
related risks, v
b} Describe the organisation’s
processes for managing
climate-related risks.

¢) Describe how processes
for identifying, assessing,
and managing climate-related
risks are integrated into the
organisation’s overall risk
management.

Climate change is a Group Principal Risk

to SSE and has the ability to affect the
achievement of agreed strategic objectives
and the long term success of SSE (see page
72 B). Scenarios related to physical risks
associated with climate change form part
of S5E's viability assessment (page 71 18).
Climate-related influencing factors and key
developments are also considered against
all relevant Group Principal Risks (pages 68
to 77 8).
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Climate metrics and targets

GHG emissions preparation

SSE's GHG inventory is prepared in
accordance with the UK Government's
envirenmental reporting guidelines

(BEIS, March 2019); the Greenhouse Gas
Protocol: A Corporate Accounting and
Reporting Standard (revised edition)
developed by the World Resources Institute
and the World Business Council for
Sustainable Development (2004}, and

150 14064-1:2018 Specification with
Guidance at the Organization Level

for Quantification and Reporting of
Greenhouse Gas Frmissions and Removals.

GHG emissions inventory

Table 2, in combination with the energy
use data outlined in Table & on page 54 8,
reprasents 55E's disclosures in line with the
UK Government Streamlined Energy and
Carbon Reporting requirements. SSE

takes an operational control consolidation

Under the aperaticnal control approach,
SSE includes all joint arrangements that it
has operational control in its scope 1and 2
inventory. For activities 55E does not have
operational control, the GHG emissions
from the most material joint arrangements
{where SSE holds an equity share egual to
or greater than 50%) are included in SSE's
scope 3 inventory.

For more information on SSE's GHG
emissions data and how it is produced,
see SSE's GHG and Water repeorting criteria
available at sse.com/sustainability £0. SSE's inventory details its direct and
indirect GHG emissions (scopes 1, 2 and 3)
performance (measured in million tonnes
of carben dioxide equivalent - MtCO e},
provided as total emissions as well as split
cut by UK and Irish activity. It also provides
a carbon intensity measure based on direct
GHG emissions released for each unit of
electricity SSE produced.

Table 2: SSE's GHG inventory

approach to account for its GHG emissions.

Uit 2022/23 2021/22
Total GHG emissions? MtCO.e 11.33% 9.93®
6.08W 5751
Scope 1 GHG emissions! — total (UK/Ire)  MtCOe (5.35/0.73) (4.22/1.53)
0.44% 0.49%
Scope 2 GHG emissions — total (UK/Irel MICOe (0.44/<0.01) (0.49/<0.01)
4.81% 3.69®
Scope 3 GHG emissions — total (UK/Ire)'* MtCO_e (4.12/0.69) {2.86/0.83)
Scope 1 GHG emissions intensity of
electricity generated gCO,e/kWh 254 259
Total renewable generation cutput® 9,665 8,799
- total (UK/!re) GWh (8.308/1,357) 17.602/1,197)
Total non-renewable generation output® 14,302 13,356
- total (UK/Ire) GWh (12,770/1,532) (10,394/2,962)
23,967 22,155
Total generation output — total (UK/Ire}  GWh (21,078/2,889) (17.596/4,159)

1 Excludesimmaterial GHG emissions from Keadby 2 gas-fired power station. which was in the final stages
of testing from September 2022 and was handed over to 55F on 15 March 2023,

2 Totalincludes pumped storage and biomass output and excludes constrained-off wind in Great Britain.

3 Includes 50% output from Seabank power station reflecting the end of S5E's power purchase agreement
on 30 September 2021 and SSE's 50% ownership share from October 2021 onwards. Atso includes 50%
output from Saltend power station and Indian Queens power station from the date of $SE's acquisition of
Triton Power on 1 September 2022 Excludes cutput from Keadby 2 gas-fired power station which was
handed over to SSE on 15 March 2023,

4 Includes GHG emissions associated with gas generation through Joint Venture holdings according to
equity share. They are' Seabank gas-fired power station and Triton Power {which inctudes Saltend
gas-fired power station, Indian Queens gas-fired power station and the decommissioned Deeside Fower
station. This reflects the fact that under 55E's operational control method of reporting GHG emissions,
Joint Venture equity share of GHG ermissions is classed under the scope 3 ‘investment’ category in
accordance with the GHG Protocol.

Financial Statements

tack FUECE
AT RFIAR™N
. AT EN

TCFD Metrics and
Targets recommendations:

Metrics and Targets

a) Disclose the metrics used

by the organisation to assess
climate-related risks and
oppertunities in line with

its strategy and risk
management process. v

b} Disclose Scope 1, Scope 2,
and, if appropriate, Scope 3
greenhouse gas (GHQ)
emissions, and the

related risks. v

c) Describe the targets used by
the crganisation to manage
climate-related risks and
opportunities and performance
against targets.

More on sse.com/sustainability Lo

(A} This data s subyject to external

independent limited assurance by
PricewaterhouseCoopers LLP {PwC’),
For the results of that assurance, see
PwC's assurance report and SSE's GHG
and Water Reporting Criteria 2023 on
sse.com/sustainability [T

(B} Thus data was also subject to external

independent limited assurance by
PricewaterhouseCaoopers LLP (PwC').
For the results of that assurance,

see PwC's assurance report in SSE's

Sustainability Report 2022 and SSE's GHG

and Water Reporting Criteria 2022, both
avallable on sse.com/sustainability [o.
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A sustainable approach continued
Accelerating climate action continued

Absolute GHG emissions
in2022/23

To understand the GHG emission trends
between reporting periods the GHG
emission inventory is broken dawn by scope
and a description of material contributing
factors presented. In 2022/23, SSE's total
GHG emissions consisted of 54% scope 1
emissions, 4% scope 2 emissions and 42%
scope 3 emissicns. Overall, SSE's total
GHG emissions increased by 14% between
2021/22 and 2022/23.

Between 2021/22 and 2022/23, GHG

emissions arising from electricity generaticon,

consisting 99% of SSE's scope 1 emissions,
increased by 6%. This was predominantly a
result of a rise in output from SSE’s thermal
generation plant by 7% compared to the
previous year due to market conditions
and the reinstaternent of operations
following planned and unplanned

outages the previous year, The impact

of weather, demand and availability

of plant creates variation in the pathway

of emissions reduction.

SSE's scope 2 GHG emissions were
0.44MrCO,e in 2022/23, representing an
11% reduction from the previous year. This
reduction in scope 2 emissions is largely

a result of a fall in the greenhouse gas
emissions associated with losses on the
electricity network, which is a result as

a fall in the grid electricity factor by 9%
over the sarme period.

W Renewables output B Coal output B Gas and oil output®

= Scope 1 GHG emissions

Total scope 3 emissions increased by 30%
between 2021/22 and 2022/23. The two
material contributing factors include:

+ The inclusion of 0.6MICOe GHG
emissions from Saltend gas-fired power
station from September 2022 cnwards.
This reflects SSE's 50% purchase of
Triton which completed in September
2022. The emissions from Triton are
defined as scope 3 emissions accarding
to SSE's 50% ownership share.

+ 12 months of GHG emissions data
from Seabank (50% equity share)
contributing 0.9MtCO,e following the
end of SSE's power purchase agreement
in September 2021. It should be noted
that, prior to Septemier 2021, 100%
of Seabank GHG emissions were
accounted in S5E's scope 1 emissicns
according to the GHG Protocol.

The increase in scope 3 emissions s partly
offset by a reduction of 5 5% in gas sold
GRG emissions between 2021/22 and
2Q22/23.

With scope 3 emissions increasingly
becoming a greater proportion of SSE's
GHG emission inventory as a result of
the approach it is taking to delivery its
strategy, SSE is working with its Joint
Venture partners to ensure each putin
place thew own Net Zero Transition Plans.
SSE's scope 3 emissions represent 42% of
its total GHG emissions inventory and the
emissions associated with Joint Venture
thermal generation contributes 1o 32%

of the scope 3 GHG inventory.

o Multifuel cutput

*In 2022723, cil-fired generation output contributed around 2% of gas and oil cutput.

50 SSE plc Annual Report 2023

Scope 1 GHG intensity

in 2022/23

SSE's scope 1 GHG emissions intensity fell
by 2% to 2549C0,e/kWh from 259gC0,e/
kWh the previous year, which is a fall

of 17% since the 2017/18 base year of
307gC0,e/kWh.

SSE's intensity performance is calculated
based on two elements — total generation
output, comprising thermat and renewables
generation sources and total scope 1 GHG
emissions (39% of which is from thermal
generation).

Output frorm SS5E's renewable generation
portfolio {inc. pumped storage and biomass)
increased to 9.7TWh in 2022/23, from
8.8TWh the previous year, a rise of 10%
between the same periods. This was driven
by increased output having experienced

an exceptionally still and dry weather
conditions the previous year and output
from the operational turbines at Seagreen
offshore wind farm.

Qutput from SSE's thermal generation
also increased, however this was by a
lesser extent than for renewables cutput.
This meant that the proportion of total
generation output contributed to by
renewable generation continued to
represent 40% of the total portfolio

in 2022/23.

Owerall, $5E's scope 1 GHG intensity was
slightly lower than the previous year due to
a reduction in cutput from the most carbon
intensive generating plant in SSE's portfolio,
including from carbon intensive peaking
plant in Ireland.
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Performance against targets
To support improved performance, SSE
measures and reports progress against
interim science-based targets ona 1.5°C
pathway. This performance is cutlined in
Table 3.

SSE remains on track to achieve its
SBTi-approved target to reduce scope 1
GHG emissions intensity by 80% between
201718 and 203Q. It is expected that SSE's
NZAP Plus will develop and connect the
renewables capacity which will contribute
to a reduction in the scope 1 GHG intensity
by 2030.

Directors’ Report

SSE's total scope 1 and 2 GHG emissions
combined were 6.52MtCO,e in 2022/23,
this is a reduction of 41% from the 2017/18
base year of SSE's SBTi-approved absolute
scope 1and 2 GHG target. Overall, SSE's
scope 1and 2 GHG emissions have
reduced significantly compared to the base
year, reflecting lower cutput from thermal
power stations and the closure of S5E's last
coal-fired power plant in March 2020. SSE
airms to reduce absolute scope land 2
GHG emissions by 72.5% between 2017/18
and 2030.

Financial Statements

GHG emissions from gas sold to
customers, which cantribute around 45%
of SSE's scope 3 emissions in 2022723,
decreased by 5.5%. This was a result of
lower market demand reflecting increased
market prices. This means GHG emissions
from gas sold have reduced by 15% from
2017/18. SSE's SBTi-approved target is to
reduce GHG emissions from gas sold by
50% between 2017/18 and 2034.

Table 3: SSE's performance against its science-based carbon targets

Target Urit 2017/18 2021722 2022423 Target Progress against target

Reduce the GHG intensity of scope 1 gCO,e/kWh 307 259 254 61  17% reduction in GHG intensity
GHG emissions by B0% by 2030, since 2017/18

from a 2017/18 base year

Reduce absolute scope 1and 2 GHG  MtCOe 11.06 6.24 6.52 3.04  41% reduction in absolute
emissions by 72.5% by 2030 from a scope 1and 2 GHG emissions
2017/18 base year since 2017/18

Reduce absolute GHG emissicns MtCO,e 2.53 2.29 216 1.27  15% reduction in GBG

from use of progucts sold by 50% emissions from gas sold

by 2034 from a 2017/18 base year since 2017/18

Engage with 50% of suppliers by % 0 48 5 50 52% of SSE's suppliers (by value)

spend tc set an SBT by 2024

that set or committed to set
their own science-based
targets through the SBTi

Working with supply chain
partners to drive climate action
To support the reduction of emissions
associated with the goods and services

SSE purchases, SSE seeks to engage with
50% of suppliers {(according to financial
expenditure) to set their own science-
based targets by 2024. SSE continued to
engage with its supply chain on climate
matters through its partnership with the
Supply Chain Sustainability School with
nearly 27% of suppliers by spend using the
resources and training available. In addition,
a carbon working group was set up through
the Powering Net Zero Pact, that aims to
collaborate on a fair and just transition to
net zerc carbon emissions, with the aim of
improving scope 3 emissions reporting.

At 31 March 2022, 34% of S5E's suppliers
by value had set their own science-based
targets through the SBTi, with a further
17% committed to setting one. In 2022/23,
S5E and CDP Supply Chain collaborated
to deliver supplier webinars that aimed at
increasing the climate change questionnaire
response rate from its suppliers, the
engagement led to 237 key suppliers
responding to the questiocnnaire and

a supplier response rate of 56%.

Carbon pricing

As a generator of electricity, S5E is
subject to policies that impact the price
of carbon, which means the price of
carbon is an explicit consideration in
many investment dacisions.

SSE's generation activities in the GB are
subject to the UK Emissions Trading
Scheme (UK ETS), which is a cap-and-trade
emissions schemne. In addition, SSE's
generation assets in GB are subject to the
Carbon Price Support mechanism which
sets a price per tonne of carbon emitted and
combined with the UK ETS allowance price,
makes up the Total Carbon Price paid by
electricity generators. In Ireland SSE's
generation assets are subject to the EU
Emissions Trading Scheme (EU ETS). At the
time of reporting, SSE used carbon prices of
£78/tCO, in GB and €86/tCO, inthe EU. Our
future plans include assumptions on low,
central and high carbon range forecasts.

SSE is required to report its GHG emissions
and energy consumption and this is
presented on page 54 8. For further
details on SSE's approach to carbon pricing
see SSE's Sustainability Report 2023 R
alongside SSE's CDP climate change
submission sse.com/sustainability Co.
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A sustainable approach continued

Protecting
the natural

environment

Nature has a central role in supporting the achievement of net zero and adapting
to a climate changed world, and the nature and climate crises must be addressed
hand-in-hand. SSE's Environment Strategy provides a framework for SSE to
manage and mitigate impacts to terrestrial, freshwater and marine ecosystems,
and build a business that uses resources efficiently and embraces the principles

of a circular economy.

Emerging nature frameworks
2022/23 saw a continued international
focus on nature and bicdiversity and sorme
significant steps forward for biodiversity
were made, including the landmark deal
rmade at the UN Convention on Biological
Diversity (UNCBD) in Canada in December
2022, to protect a third of the planet for
nature by 2030.

While framewaorks such as the Taskforce
on Nature-related Financial Disclosures
[TNFD} and the EU Corporate Sustainability
Reporting Directive (EU C5RD) are emerging,
there remains room for greater clarity on
best practice measurement and disclosure
of nature-related inforrmation. increasing
meaningful disclosures around nature-
related impacts is a key focus for SSE, and
it will monitor how these frameworks and
standards develop and work to improve

its own disclosures, including against its
biodiversity net gain metrics.

Governing environmental
performance

SSE's Chief Executive has overalt lead
responsibility for environmental
performance, including at Board-level. The
Safety, Health and Environment Committee
(SHEC) advises the Board an matters relating
to safety, health and environment {SHE). The
work of the SHEC is designed around SSE's
eight SHE Enduring Goats, cne of which is
Environment: Protecting the environment
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and operating in a sustainable way. The
SHEC is responsible for setting SHE
performance targets, which include
environmental performance.

The SHEC reports to the Sustainability,
Safety, Environment Advisory Committee
{SSHEAC) which is a Board level committee
that has specific oversight of environment
matters.

At business level, Managing Directors are
accountable for environmental performance
and for managing environmental impacts by
applying SSE's SHE Management System.

SSE's Group Environment Policy guides
decision making within the company

and outlines its commitments arcund
protecting the environment, preventing
pollution and operating in a sustainable
way. This policy is approved by the SSE
Board and is available publicty for $SE's
stakeholders at sse.com/sustainability £o.

A strategic approach to
environmental protection

While SS5E's GHG emissions are its most
material environmental impact, it alse
has wider impacts on the natural world
that must be carefully managed. Halting
the impact of nature loss and providing
opportunities to enhance ecosystems
and biodiversity will support SSE to meet
its net zero ambitions.

SSE's Environment Strategy provides the
framework Dy which SSE considers these
wider environmental impacts. it is centred
around three UN Sustainable Development
Goals (SDGs) focused on the environment:
SDG4 Life Below Water; SDG1S Life Above
Land; and, SDG12 Responsible Consumption
and Production. The Strategy s supported
by policies and procedures to guide SSE's
day-to-day operations and interactions with
the environment.

To ensure effective environmental
management, SSE operates an
environmental management system which
sets the controls, processes and procedures.
In 2022/23, a number of SSE's business units
achieved iSO14001 certification — SSEN
Distribytion, $SE Energy Custormer Solutions
and SSE Enterprise. Al of S5E's businesses
are now certified 10 1SC14001.

Further detait around SSE's approach
to managing environmental impacts,
including information on its 1SO14001
certification, can be found in S5E's
Sustainability Report 2023 8.



OUR TARGET

SSE is committed
to delivering
Biodiversity Net
Gain by 2025 on
all onshore Large
Capital Projects in
the UK and Ireland

Understanding SSE's nature
impacts and dependencies

SSE operates in some of the UK and
Ireland’s least populated places, home to

a wide variety of valuable ecosystems and
habitats. It works to manage the impacts of
its activities to ensure it protects and, where
possible, enhances these environments.
Measurable, science-based data as
presented in SSE’s Sustainability Report
2023 W are key to ensuring nature impacts
and dependencies are understood and
considered in decision making with the aim
of making progress tewards preserving and
protecting nature.

Targeting biodiversity net gain
For onshore Large Capital Projects, all of
SSE's Business Units have committed to
delivering no ‘net loss” in bicdiversity on
those consented from 2023 onwards
and ‘net gain’ in biodiversity on those
consented from 2025 onwards.

SSE's appreach to Biodiversity Net Gain
began in 2020, with the development of
SSEN Transmission's site opticneering
toolkit, which is now in implementation
and allows consideration of biodiversity

at the earliest stages of development and
has been recognised for its pioneering
approach. In 2022, SSE Renewables also
published optioneering toolkits and project
biodiversity net gain metric, which has
adapted the SSEN site optioneering toolkit
and the Defra Biodiversity Metric 3.1.
Biodiversity net gain will also be delivered
by SSEN Distribution as part of its ED2
business plan. While SSE has focused on
terrestrial habitats it is alse exploring the
potential for enhanced biodiversity within
the marine environment.

Directors’ Report

Managing water use

Water plays a significant role in SSE's
operations, being used in the energy
production process including as a coolant

in power stations and a source for power
generation in hydroelectric generators. SSE
also uses water as an amenity in its buildings.

SSE has policies and processes in place,
and works closely with environmental
regulators, to ensure that it uses waterin a
sustainable way in its operations. SSE has
an ongoing investment programme within
its hydro cperations to improve efficiency,
enhance water capture and minimise spitl
from its plant.

None of SSE's thermal and hydro generation
assets impact on water stressed areas, as
defined by the relevant environmental
regulators in the jurisdictions in which

they cperate.

In 2022/23, total water abstracted by

SSE fell to 23,354 million m? from 23,896
million m? the previous year. This was
largely due to a reduction in water passing
through SSE's hydro generation plant as a
result of lower levels of rainfall compared
to the previous year. The vast majority
{(97%) of water abstracted in 2022/23

was used in $5E's hydro generation
operations. This water is technically
recorded as abstracted, but it passes
through turbines to generate electricity
and is returned to the environment almaost
immediately, and therefore has minimal
environmental impact.

Financial Statements

SSE's total water abstracted excluding
hydro operations also fell slightly over

this period. This was predominantly due to
an unplanned outage at a thermal power
station that uses a once through (direct)
cooling water system. Such assets have
higher abstraction rates than stations with
cooling tower systems.

Total water abstracted by SSE [excluding hydro
generation) {million m%

W Fresh water (rivers and groundwater)
B Brackish and estuarine water

729 777

— 2.2
2022/23

— 19
2021/22

Total water consumed increased
significantly over this period, by over 70%.
This was due ¢ increased output from
thermal generation overall, as well as a
proportional increase in the cutput from
thermal power plant with cooling towers
which have higher evaporative losses

of water than once through (direct)
cooling systems.

Table 4: SSE's water data

Unit 2022/23 2021/22
Water use
Total water abstracted Million m? 23,354 23.896%
Total water abstracted Million m?® 731 779
(exc. Hydro generation)
Freshwater abstracted Millicn m? 2.2 1.9
(rivers and groundwater)
{exc. hydro generation)
Total water returned Million m? 23,353W 23,895
Total water consumed Million m? 1.4= 0.8®

[A] This data is subject to external independent imited assurance by PricewaterhouseCoopers LLP ((PwC).
For the results of that assurance, see PwC's assurance report and SSE’s GHG and Water Reporting Criteria

2023 on sse.cem/fsustainability Lo,

{B) This data was also subject to external independent limited assurance by PricewaterhouseCoopers LLP
{PwC’) For the results of that assurance, see PwC's assurance reportin SSE's Sustainability Report 2022 B
and SSE's GHG and Water Reporting Criteria 2022, both available on sse.com/sustainability 0.
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A sustainable approach continued
Protecting the natural environment continued

Managing air emissions

In 2022423, emissions of nitrogen oxides
(NOx), sulphur dioxide (SO,) and particulate
matter (PM10) all reduced compared to

the previous year, with emissions of 5O,
reducing by more than a half. The falling
trend across three of these key air emission
sources, reflects a reduction in cutput from
oil-fuelled peaking plant in Ireland compared
to the previous year.

Mercury emissions to air increased almaost
fivefold, due to an increased level of test
running on back-up fuel il that was required
during the year, as dictated by Transrission
Operator on the island of Ireland. See Table 5
for fult data on air emissions.

Sulphur hexafluoride (SF ) is a highly
effective insulating gas used for safety in
electrical transformers and in 2022/23,
SSE's SF, emissions increased by almost
40% compared tc the previous year. This
was due to a combination of factors,
including more robust reporting of minor
leakages and increasing numbers of assets
(to deliver net zero) that still requires SF,

as an insulating gas. SSE has a number of
initiatives to reduce its dependency on SF,
in its networks, including working with
suppliers to install 5F_-free alternatives
across its electricity transmission network.
You can read more about what SSE is daing
to reduce the impact of Sk, in its business
activities in its Sustainability Report 2023 B
and its Net Zero Transition Plan.

SSE’s energy consumption
Between 2021/22 and 2022/23, the energy
SSE purchased for use in its assets {offices,
depots, thermal power stations, gas storage
facilities, and data centres) increased by 5%,
from 196GWh to 206GWh.

A large contributor to this trend was a 60%
increase in engrgy consumed in 5SE's gas
storage facilities compared to 2021/22. This
was largely due to increased gas storage
achivities at S5E's Aldbrough facility to
ensure security of supply.

Energy consumed in SSE's offices, depots
and data centres reduced hy 5% compared
to 2021/22. This was due to the continued
investment by SSE in 2022/23 in a range
of energy efficiency measures inctuding

a prograrnme of LED lighting upgrades to
depot sites and it continued its 'Better Off’
behaviour change campaign.

In 2022/23, SSE purchased 100% of its
electricity for use in its directly managed
offices from renewable sources, backed by
renewable guarantees. In 2022/23, around
52% of the electricity that SSE purchased
forits assets [offices, depots, thermal
power stations, gas storage facilities, and
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Table 5: SSE's air emissions data

Unit 2022/23 2021422

Air emissions

Sulphur dioxide {SO.) — thermal Tonnes 1,336 3,021
generation

Nitrogen oxide (NOx) — thermal Tonnes 3,870 4,573
generation

Sulphur hexaftuaride {SF ) — Kg 424 305
thermal generation and
electricity transmission and
distribution activities

Particulates emissions (PM10) Tonnes 116 277
from thermal generation assets

Mercury emissions from Kg 108 2.2
thermal generation assets

Table 6: S5€'s energy use data

Unit 2022/23 2021/22

Energy use*

Purchased heat from non- GWh 3.3/0.06 334008
renewable sources — UK/Ire

Purchased electricity from GWh 103.71.1 73.3/0.98
renewable sources — UK/lre

Purchased electricity from non- GWh 97.9/0 118.6/0

renewable sources — UK/Ire

* This information, taken in conjunction with Table 2 on page 49 B, represents S$E's disclosures in line with
the UK Government Streamlined Energy and Carbon Reperting requirements.

data centres) was from renewable sources,
up from around 39% the previous year.

SSE is a member of the Climate Group's
EP100 inmtiative to encourage businesses to
double eriergy productivity associated with
office and depot buildings by 2030 from a
2011 baseline.

Embedding circular
economy principles

Circularity is built on the principles of
reducing waste, increasing resource
efficiency, and promoting renewable
energy sources. By adopting circular
strategies, SSE is able to minimise its
environmental iImpact, enhance
operational efficiency, strengthen
resilience to resource shortages and
create new value for stakeholders. SSE is

Data and assurance

introducing the concepts of circularity intc
its business activities and is collaberating
with stakeholders to create solutions for
industry-wide challenges and support
circular supply chains.

Table 7 outlines SSE's key waste data,
including by end destination. In 2022/23,
SSE managed 6,063 tonnes of waste, up
from 5,287 tonnes in 2021/22. This increase
was due to S5E widening the scope and
improving the accuracy of its waste data.
SSE's target for 2022/23 was to divert 85%
of waste by tonnage from landfill and
recycle 40% of waste by tonnage. !t
exceeded these targets, with 65% of SSE's
total waste being recycled/composted
and only 5% being sent to landfill. The
proportion of waste sent to landfill more
halved compared to the previous year,

SSE takes an integrated approach towards assurance utilising internal audit
and external assurance providers to ensure accurate, cormnplete disclosures.
Where data has been externally and independently assured, this has been
noted in the relevant tables. In all other areas, data is identified and disclosed
according to SSE's internal processes, guided by environmental regulations

where appropriate.
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with a higher proportion of waste being
processed as energy from waste and an
increase in recycled waste as well, as a
result of improved recycling processes
implemented at sites and as the inclusion
waste recyciing data such as metals.

Over 2023/24, SSE expects to further
broaden the coverage of waste
performance data to include large capital
projects and minor works, SSE's 2023/24
performance target is to divert 95% of

waste by tonnage from landfill and recycle

50% of waste by tonnage. It is expected

that the planned scope expansion of waste
datain 2023/24 will influence performance,

in particular recycled waste data. SSE will
continue to review its waste target to
ensure that it remains stretching.

Directors’ Report

Financial Statements

Table 7: SSE's waste data by end destination

2022/23 202122
Total waste produced Tonnes 6,063 5,287
Proportion of total waste:
Sent to landfill % 5% 12%
Processed as energy from waste % 29% 25%
Recycled % 62% 59%
Composted/sent to anaerobic digestion % 3% 1%
Treated % 2% 4%
Hazardous waste Tonnes 144.4 1479

Engagement in action

Suppliers, contractors and partners

A coalition for circularity in the wind sector

SSE Renewahles’ wind portfolio in the UK
and Ireland comprises some of the most

productive onshore wind generation assets

in Europe. The optimum maintenance

of those assets further maximises value

to SSE, whilst contributing to climate
mitigation solutions. The opportunity to
maintain the components of those assets
using circular economy principles {reduce,
reuse, repair, remanufacture, recycle,

and recover) is emerging as an impartant
driver of future commercial, social and
environmental value.

SSE Renewables is driving forward a
strategy to increase the use of refurbished
and remanufactured minor component
parts for the maintenance and repair of
existing components across its wind
portfolio, with particular focus on its
onshore portfolio in the immediate term.

Through a partnership with Scottish-based

SME, Renewable Parts Ltd, rather than
replacing broken turbine gears with newly
manufactured gears, Renewable Parts
refurbish and repair existing components

to a high standard, with high-performance
outcomes. This practical solution has been

instructive to establishing a wider circular
model throughout the wind industry
supply chain.

To support the acceleration of a circular
economy for the wind sector based

in the UK, this year SSE Renewables, the
University of Strathclyde and Renewable
Parts joined forces to launch CWIC, the
Coalition for Wind Industry Circularity.
CWIC aims to stimulate collaboration
between industry peers, suppliers,

and government agencies to unlock
and deliver economic, social, and
envircnmental opportunities. There are
immediate opportunities in the repair
and maintenance of existing wind assets,
and a longer-term prize through the
design of future wind technolegy both
onshore and offshore.

Data excludes waste data from contractors for large capital projects, minor works contracts and some
specialised waste streams.
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A sustainable approach continued

Ensuring a

just transitio

A sustainable transition to net zero is one that is fair

to working people, consumers and communities.
SSE seeks to ensure the benefits of net zero are
shared widely and unfairness i1s predicted and pre-
empted. Influencing a fair and just transition to net
zero is a strategic objective for SSE.

Leading on a just transition

SSE published its Just Transition Strategy
in November 2020, setting out the 20
principles it will follow to ensure that the
impacts from the decisions it takes are fair
and that it maximises the opportunities

for communities to benefit from net zero,
The 20 principles sit under five key themes:
good green jobs, consumer fairness,
building and operating new assets,

looking after people in high-carbon

of the Prospect trade union and
environmental NGO WWF aimed to
bring the notion of a just transition

to life. The film explains that a just
transition is about protecting workers
and communities in the face of
substantial industrial change and that
people must be at the centre of efforts
to tackle climate and nature crises. This
documentary has been shared widely

Measuring progress report: A progress
update published in April 2023 in which
SSE set out to demonstrate the impact
its 20 principles for a just transition

have had across the business. These
specifically aim to promote a smooth,
fair and just transition to net zero by
disclosing progress (or otherwise)
against the Just Transition Strategy.

jobs, supporting communities.

With SSE's Just Transition Strategy, and a

with stakeholders including trade
unions, investors, and NGOs, and was
also shown to over 1,660 employees.

More details on the report and the short
documentary can be found at sse.com/
sustainability/just-transition/£o

subsequent report focused on the worker
transition in 2021, SSE continued extensive
multi-stakeholder engagement in the pursuit
of a nat zero transition that is fair to working
people, consumers and communities.

This has taken several different forms
including:

» Just transition documentary: A short
documentary featuring voices of SSE
employees with the lived experience of
transitioning from high- to low-carbon
work, suppiemented by the perspectives
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Multi-stakeholder event: An event
in London in April 2023 aimed te
nermalise the just transition within

corporate climate discourse, enhancing

accountability and bringing the just
transition from concept to action,

The objectives included establishing a
sense of collaboration and openness
around a just transition; showing SSE's
good stewardship of its own transition

to net zero and highlighting the business

benefits that come from establishing
the world’s first business strateqy for a2
Just transition.
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SSE’s UK and Irish GDP contribution, jobs supported and taxes paid for 2022/23

- UK contribution to GDP

£6.04bn

2021/22: £5.98bn

ireland contribution to GDP

€429m

2021/22: €417m

UK jobs supported

39,940

2021/22: 45,290

i
Ireland jobs supported

2,430

2021/22:1,840

2021/22 contribution to GDP figures have been adjusted to current prices

Sharing the benefits from net zero

Contributing to jobs and GDP
Under its revised Net Zero Acceleration
Programme Plus, SSE plans to invest £18bn
in the five years to March 2027. This scale of
investment generates considerable value
for the communities in which S5E operates.

Every year SSE commissions an
independent assessment of the value it
adds to GDP and the jobs it supports across
the UK, Scottish ang Irish economies. Over
2022/23, SSE contributed an estimated
£6.04bn to UK and €429m to Irish GDP. This
represented a slight increase compared to
2021/22 figures, which were £5.98bn and
€417m respectively (adjusted for current
prices}. Jobs supported in these countries
fell from 47,130 in 2021/22 to 42,370 in
2022/23, due to a reduction in supply chain
spend. More detail on SSE's contribution to
GDP and jobs supported in 2022/23 can be
found in SSE's Sustainability Report 2023 .

SSE's economic contribution reports can
be found at sse.com/sustainability [0.

Paying a fair share of tax

SSE considers the responsible payment

of tax a core element of how it shares

value with society. While SSE was the first
FTSE 100 company to be Fair Tax accredited
in 2014, in 2022/23, 55E also became the
first company to transition from the Fair Tax
Foundation's UK HQ Multinational
accreditation to the Foundation's new
Glebal Multinational accreditation.

The purpose is to demanstrate an ongoing
commitment to upholding the principles of
fair tax as SSE expands internationally.

Over 2022/23, SSE's total tax contribution
was £1.3bn, consisting of E549m taxes
paid {including E217m corporation tax) and
E764m taxes collected. Further information
on S5E's tax position can be found on
pages 93 and 237 to 239 B of this report,
and in the Sustainability Report 2023 .

SSE is committed to the transparency of its
tax affairs and publishes an annual Talking
Tax report with enhanced country-by-
country tax disclosures alongside detail of
SSE's tax strategy. SSE's Talking Tax reports
can be found on sse.com/sustainability [0.

Sharing value directly

with local communities
Anintegrat part of a just transition is being
a positive contributor to local communities
by sharing the economic value from its
assets and its business activities. During
2022/23, SSE invested around £16.5m in
communities across the UK and Ireland.
This included £10m awarded through

55E Renewables community funds,
£1.4m awarded through SSEN's Resilient
Communities Fund, and around £5m of
donations made directly to charitable
groups by SSE Airtricity to support with
the cost of living crisis (see page 64 18,
alongside smaller contributions from
employee-led initiatives.

UK taxes paid

£502m

2021/22: £335m

Ireland taxes paid

€53.8m

2021/22: €46.4m

Invested in communities across the UK and [reland
by SSE in 2022/23.

£16.5m

SSE recognises the exceptional challenges
faced by communities because of the cost
of living crisis and in 2022/23 consulted
with a wide range of stakeholders to
understand where community funding
could make the biggest difference. With
stakeholder approval, SSE focused on
investing in projects which would directly
help improve energy efficiency and reduce
fuel poverty. In Novermnber 2022, 55E
Renewables’ Sustainable Develcpment
Fund panel awarded its largest-ever single
award of £1m to support the Highland
Energy Efficiency Programme which
provides energy efficiency measures
including solar, battery, air source heating
and insulation to households in extreme
fuel poverty.

More detailed disclosure on S5E's

community investment can be foung
in SSE's Sustainability Report 2023 B,
available at sse.com/sustainability LD.
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A sustainable approach continued
Ensuring a just transition continued

A guarantee of fair and decent work

Jobs for net zero

With the scale of growth in energy
investment over the next decade, it is
essential that action is taken to attract more
people into STEM (Science, Technelogy,
Engineering, Maths) careers, whilst training
existing talent to ensure the sector has a
future-fit workforce with the skills and
talent to deliver net zero.

Within SSE, at least 1,000 new jobs are
expected to be created every year to 2025.
Opportunities will be created in a range
of role types, which will mean adding to
existing skills and delivering new skills as
SSE moves intc new technologies. To fill
these roles, SSE's recruitment strategy
seeks to bring new talent into the
organisation immediately, at the same
time as developing a longer-term pipeline
to meet the skills needs of the future.

New jobs expected to be created every
year to 2025

1,000

For the jobs of today, SSE focuses on
recruiting new talent through its early
careers and pipeline programmes, as

well as attracting those from sectors like
oil and gas as part of the just transition,
and reaching those in wider industries with
similar skills such as mining, construction,
transport and logistics.

To support a long-term pipeline, SSE
works to inspire young people into STEM
careers through strategic partnerships with
secondary and primary schools (see SSE's
Sustainability Report 2023 8 for details),
and over 2022/23 has performed a skills
gap analysis to understand key training
reguirements for existing talent (see
‘Developing the future skills required for
net zero’ on this page fer more details).

At 31 March 2023, S5E's headcount was
12,180, up from 10,754 at 31 March 2022.
This includes 100 employees in locations
outside the UK and ireland. To meet the
demand of its growing Business Units, the
total number of people joining SSE rose
from 2,290 in 2021/22. to 3,226 for the
same time period in 2022/23. This means
that SSE filled a total of 4,401 positions
across internal and external recruitment over
2022/23, anincrease of 38% from 2021/22.
For information about SSE's approach te
inclusive and diverse hiring, see its Inclusion
and Diversity Report 2023 K.
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SSE's employee retention level in 2021/22
was 90.5%, which remained slightly
elevated compared to pre-pandemic rates.
In 2022/23, retention decreased to 89.5%
reflecting a return towards pre-pandemic
labour market conditions. SSE's 2022/23
voluntary turnover rate was 7.0%, compared
to 7.8%in 2021/22.

Developing the future skills
required for net zero

SSE's investment in learning, training and
development increased to £10.4m in
2022/23 from £7.5m in 2021/22. Average
training hours per full-time employee was
19.8, a decrease from 20.7 in 2021/22,
with 85.5% of 55E's employees receiving
some form of training over the year.

Core to SSE's strategy to build its future
workforce is consistent investment in its
pipeline programmes. These pipeline
programmes include apprenticeships,
technical skills trainee programmes

and graduate programmes. The number
of people on one of SSE’s pipeline
programmes increased to 564, compared
to 465 individuals in 2021/22. Investment in
pipeline programmes increased tc £12.8m
in2022/23 from £9.8m in 2021/22. This
brings SSE's total investrment in pipeline
programmes over the last three years tc
just over £30m.

Total investment in learning, training and
pipeline programmes in 2022/23

£23.2m

Over 2022/23, SSE identified the critical
skills of its workforce required to deliver its
Net Zero Acceleration Programme (NZAP).
Acticns have been identified to develop the
skills of new and existing talent for the key
roles it recognises as facing potential skills
shortages. This approach to development
and training is especially important for skills
gaps that recruitment alene will not solve.

Targeted investment and focus was given
to a series of specific skills gaps and
shortages across the SSE Group, from
upskilling existing electrical jointers, to
developing new roles in system planning
to support smart grids. Simultaneously, SSE
is working to understand the skills required
for new technolaegies of the future, for jobs
that may nct exist today, but which may

be required to be implemented at pace

to deliver net zero by 2030.

SSE has also continued te develop its
graduate offering to ensure that it attracts
future talent into this key early career
ptpeline. SSE has significantly expanded the
number of graduate placements, from 60
participants in 2020/21 to 220 graduates
enrolled for the September 2023 scheme
which covers 13 different programmes.

More information on SSE's appreach to
learning and development and its training
programmes can be found in its
Sustainability Report 2023 8.

Paying a fair wage

Fair remuneration is a cornerstone of SSE's
approach to being a responsible employer
and providing good jobs. SSE is actively
involved in the living wage movement.
Having been a real Living Wage accredited
employer in the UK since 2013, it has also
paid the Living Wage in Ireland since 2016
and continues to chair the Living Wage
Scotland’s Leadership Group.

In September 2022 in response to the
cost-of-living crisis, the Living Wage
Foundaticn announced the new real Living
Wage for the UK two months earlier than
usual. This saw a 10.1% increase frem the
2021 UK rate. SSE welcomed the action
taken by the Living Wage Foundation and
implemented the increase in November
2022, backdated to the 1 October 2022,

Since its accreditation as a Living Heurs
employer in March 2021, SSE has been
working to roll out this enhanced standard
across its supply chain.

The right to freedom of
association and collective
bargaining

Everyone in SSE has the fundamental right
to freedom of association and te join a trade
union. SSE has four recognised trade union
partners (Prospect, Unite, Unison and the
GMB) which it works with through the Joint
Negotiating and Consultative Committee
and through regular ongoing dialogue.

In 2022/23, 50.3% of SSE's total direct
workforce were covered by collective
bargaining agreements. Broader
incorporation of employee voice is
recognised by SS5E as an important part

of decision-making and strategy. See the
stakeholder engagement secticn on
employees on page 28 (B of this report.
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A growing package

of employee benefits

SSE offers a wide range of employee
benefits, including flexible working
arrangements, 21 weeks of fully-paid
maternity leave, all-employee share plans,
a heliday purchase scheme, cycle-to-work
schemes, salary sacrifice low emissions car
scheme, and technology loans, amongst
other initiatives.

In November 2022, SSE anncunced
significant improvements to its family

leave offering, well beyond the statutory
minimum specified in UK and Irish
employment law. The enhancements aimed
to ensure that all new and prespective
parents at SSE feel supported, regardless

of personal or family circumstances and
where they are on the journey to becoming
a parent. This includes an additional seven
weeks paid leave for partners, twc weeks’
full pay pregnancy loss leave, and two
weeks' full paid leave for fertility treatment.
See S55E's inclusion and Diversity Report
2023 B for more information.

Qver the course of 2022/23, SSE also
enhanced its offering around health and
wellbeing support. More detail can be
found {see page 63 §).

Embedding a healthy

business culture

SSE has well established processes and
procedures to embed a healthy business
culture at all levels of its business, to support
people to do the rignt thing. SSE's 'Doing the
right thing’ guide to good business ethics
applies to direct employees and those that
work on SSE's behalf, and covers a wide
range of topics, including bribery and
corruption, fair competition, engagement
with politicians and regulators, and cyber
security. It is supported by a number

of internal and external documents

to help colleagues to do the right thing,
which are outlined throughout the

guide. The guide is available publicly

at sse.com/sustainability Lo and is promoted
to all employees through SSE's internal
communication channels and mandatory
e-tearning modules, as well as being
highlighted to suppliers in SS5&'s
Sustatllinable Procurement Code.

SSE also has a suite of mandatory ethics and
compliance training modules, including
modules on fraud awareness, bribery and
anti-corruption, and anti-money laundering
and financial sanctions, which all employees
must complete bi-annually. Additional
modules on competition law and REMIT

are required for selected employees.

A review of cultural metrics is undertaken
twice annually by the Board supported
by a cultural dashboard (see pages 137
and 138 8).

Directors' Report

Financial Statements

Table 8: Reported incidents of suspected wrongdoing by category

Category of incident reported 2022/23 2021722
Health and safety

{General Safety/Covid-19/Environmental/Product Contamination) 8 9
Dishonest behaviour

(Fraud/Theft/Bribery/Integrity/Money laundering/Corruption) 16 12
Conduct

{Bullying/Harassment/Victimisation) 10 15
Inclusion and diversity

{Racism/Discrimination/Unfair Treatment) 2
Drugs/alcohol
Regulatory Compliance
General

{Data Protection/Policy/Reputation/Cerporate Governance/

Failure to Investigate) 8 11
Total 50 49
Table 9: Outcomes of investigations into reported incidents of suspected
wrongdeing
Qutcome of iInvestigation 2022123 2021/22
Dismissal/Resignation 10 1
Warning issued 5
No action taken 0 4
Investigated as grievance 3
Investigated and partly substantiated but with no action taken 16 15
Investigated but case not proven 12 13
Initial investigation established insufficient evidence to proceed further 4 4
Unable to investigate due to insufficient information to establish

the nature, cause, location or otherwise of the allegation 1 4
Cases Still Under investigation S
Total 50 49

Reporting and investigating
wrongdoing

A healthy business culture is one where
everyone feels able 1o speak up, in the event
of wrongdoing. Pecple that work for SSE, or
on its behalf, are encouraged to speak up
and are protected from retribution. SSE has
an independent whistleblowing channel,
hosted by SafeCall, with the option to
report anonymously, which supplements
internal reporting channels.

The number of reports of suspected
wrongdoing has remained stable year-on-
year, with 50 reports made through 55E's
speak up channels in 2022/23, compared
to 49 the previous year. Every report is
triaged and considered for investigation.
SSE monitors the trends of Speak Up cases
closely. The outcomes of reported incidents
and investigaticns for 2021/22 and 2022/23
are outlined in Table 8 and Table 9.

Supporting whistleblowers

SSE's Speak Up Aftercare Programme

has been designed to promote good
communication with peopie who speak up
and provide reassurance that there will be
no detriment for anyone speaking up in
good faith. The programme takes the form
of a survey that is issued at the point of
initial complaint, at 3G days and then at
180 days. Each survey is slightly different,
having been designed to ensure that there
is opportunity to highlight detriment in any
form, provide an outlet for discussion and
resolutions, and also seek feedback for SSE
on the user experience, ease of reporting,
what went well and to constantly improve
the service SSE is offering.

55E's Group Whistleblowing Policy is
available on sse.com/sustainability £, with
the effectiveness of SSE's whistleblowing
arrangements reviewed twice yearly by the
Greup Executive Committee and the Board.
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A sustainable approach continued
Ensuring a just transition continued

Promoting inclusion and diversity

SSE's approach to

inclusion and diversity

SSE's Inclusion and Diversity Strategy.
launched in 2021, builds on the inclusion
and diversity initiatives that SSE has been
undertaking since 2014. It is framed on
four piltars: Ambition; Education and
Development; Inclusive Processes; and
Employee Voice.

Delivery of the strategy relies on
engagement and effort frem many

in SSE, and has been informed through
collaborating with external partners

tQ identify apportunities for further
improvernent. It focuses on inclusion for all
by listening tc underrepresented groups
and their unique experiences, and invests
leadership development to help shape and
influence the actions needed to embed
positive change across all levels of the
business. Learnings from these initiatives
will continue to develop the strategy further.

Developing leadership to

drive inclusion from the top
SSE's has a number of leadership
programmes in place, which are designed
to build leadership confidence and raise
awareness for all to create an inclusive
workplace. This includes SSE's Igniting
Inclusion Programme, which supports
managing directors and Business Unit
executive committees to learn about key
inclusion and diversity themes, and how
these can be pracocally applied in the
workplace. Qver 2022/23, SSE also
embedded inclusivity throughout its
existing Leadership Blueprint, ensuring that
leaders build proud and inclusive teams.

Ambition

Setting measurable goals

Setting ambitions and KPIs, and using

external benchmarking.

Inclusive processes

Embedding best practice

Emsuring policies and processes are
inclusive and support everyone.
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Creating an inclusive

employee culture

Listening 1© employees enables SSE

to focus business priorities and improve
initiatives, whitst also ensuring employees
feel valued and have increased
opportunities for development. SSE gains
insight on employee voice through its
‘Belonging in SSE communities, each of
which is sponsored by a Managing Director,
and which aim (o bring people together
across the organisation for open and
constructive employee-led discussion,
Over 2022/23, SSE increased its members
in the 'Belonging in SSE’ communities to
just over 2,000 and continued to listen to,
and engage with. employees on subjects
such as intersectionality, culture, ethnicity,
and neurodiversity. Each Belonging in
SSE commurity has developed an action
plan and every two months they meet
with S5SE's Group Executive speonsors to
discuss progress and opportunities to
maove forward with their acticn plans.

Measuring progress

A key part of SSE's Inclusion and Diversity
Strategy is the ability to measure the
progress being made as a result of the
various initiatives in place. S5F has been
tracking progress against a wide range of
diversity metrics within the business since
2015, including the proportion of women,
ethnic minority, disabled, and LGBTQIA+
employees. Setting measurable ambitions
that align with best practice enables S5E
to work towards stretching ambitions and
MONItor its progress against these.

Inclusion and Diversity
Report 2023

SSE publishes an annual
Inclusion and Diversity Report,
which provides comprehensive
information around SSE's
inclusion and Diversity Strategy
and progress against it.

Further information around
SSE's approach to inclusion
and diversity over 2022/23,
the actions it is taking to drive
improvements and plans for
the coming years, see SSE's
Inclusion and Diversity Report
2023 B, available at sse.com/
sustainability 0.

Education and development

Focusing on behaviours

Building leadership confidence and

raising awareness for all to create an
inclusive workplace.

Employee voice

Actively listening

Understanding what matters to employees

to inform and shape the improvements

needed,
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SSE's 2023 gender pay gap
Between 2021/22 and 2022/23, SSE saw
a positive trend in its headline UK gender
pay gap statistics. SSE's gender pay gap
reduced from 18.0% at 5 April 2022 to
15.3% at 5 April 2023,

The reduction in S5Es UK median
gender pay gap between 2021/22 and
2022/23 has been driven by three main
contributing factors:

Interim cost-of-living pay increase:

In recognition of the cost-of-living
pressures affecting its employees, on

1 October 2022 SSE brought forward
part of its trade union negetiated cost
of living increase for 2023, by awarding
up to a 5% increase to all employees
earning less than £100,000 annually.
The structure of this pay award was

to prioritise helping those on lower
salaries who are most affected by the
rise in living costs, therefore employees
received either a 5%, 3%, or 0% increase
depending on their salary, with those

in the lower pay brackets receiving the
highest percentage increase. At 55k
representation of women is highest

in the lower and lower-middie pay
guartiles, resulting in a higher
percentage of female employees
receiving a 5% pay award. However,

the full impact of the 2022/23 pay award
on SSE's gender pay gap will net be fully
understood until the second part of the
award is made for full-year in the first
quarter of 2023/24 (backdated to

1 April 2023).

Salary uplift for employees on Joint
Agreement contracts: S5E introduced a
new skill-based Pay Progression model
in 2021, which saw employees’ salaries
being mapped accerding to their
skill-level. This resulted in many
employees receiving salary uplifts,
mainly those in the lower pay quartile.
As SSE has higher femnale representation
in this quartile, this meant a high
number of women received a pay
increase. Over 2022/23, the positive
impact of this new pay model on the
gender pay gap has continued with a
slightly higher proportion of female
employees progressing through the
pay progression framework.

Directors’ Report

Financial Statements

SSE’s 2023 UK gender pay gap performance

UK gender pay gap

Median

15.3%

(2022:18.0%)

Mean

12.1%

(2022:13.2%)

+ Increasing representation of women in
high-paid roles; Over 2022/23, female
representation in high-paid roles,
classed as those earning over £100,000
per year, has more than doubled from
25 to 53 fermale employees, compared
to a 50% increase for male employees,
from 145 to 217. Due to SSE's female
population representing 30% of its
workforce, changes such as these have
an impact on the median pay gap.

More detail on SSE's UK gender pay gap.
including further data, analysis. ana
disclosure of the wide range of actions
taken to reduce the pay gap, is provided
in SSE's Inclusion and Diversity Report
2023 0.

SSE has voluntarily disclosed its Ireland
Gender Pay Gap since 2021, calcutating

it in line with the UK Gender Pay Gap
methodology, based on a snapshot date

of 5 April. In December 2022, SSE disclosed
its first set of Ireland gender pay gap data
in line with the Irish Government's new
mandatery gender pay gap requirements
which launched in May 2022. This data is
calculated using a 30 June snapshot and
SSE will publish its 2023 Ireland gender pay
gap disclosure later in 2023. More detail on
SSE's 2022 Ireland gender pay gap can be
found at sse.com/sustainability [T.

UK bonus gender pay gap

Median

14.7%

(2022: 17.6%)

Mean

44.3%

{2022: 45.9%)

SSE’s 2022/23
recognition

Ranked #30 in the top 100
Globaily for Gender Equality
by Equileap.

included in the Bloomberg
Gender Equality Index for
the 6th consecutive year.

v

Performed in the top decile
of WDI responders for 2022
submission.
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A sustainable approach continued
Ensuring a just transition continued

Making progress with
women'’s representation

In 2021/22, SSE simplified its gender
reporting and set stretching gender
ambitions in line with the FTSE Women
Leaders Review. These are outlined in
Table 10 and are approved by the Group
Executive Committee {GEC} and Board-
level Nomination Committee.

Over 2022/23, progress has been made
across the business, moving S5E ¢loser

to achieving its medium- and long-term
targets. Female representation on the
Board is currentiy 42%, following changes
to the Board which took effect post

31 March 2023, which remains above

the 40% Board Policy target. Full details
of changes across membership and
Nemination Committee focus are set

out on pages 115 and 142 to 14918, The
representation of women in the GEC and
direct repornts has increased from 22.4% at
31 March 2022 to 34% at 31 March 2023,
representing maintenance of the progress
disclosed in the 2022 Annual Report and
offering a strong platform for continued
work towards the 2025 ambition of 40%.
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Table 10: SSE's gender data for senior levels and all employees at 31 March in

each year 2022/23 2021422
% Female (Male/ % Female (Male/
Year Ambition Female headcount} Female heagcount}
Boargd* Ongoing  50%, with no less 46% (7/6} 50% (6/6)
than 40% female
representation
Group Executive - - 27% (8/3) 25% (6/2)
Committee (GEC)E
GEC? and direct 2025 40% fernale 34% (54/28) 22.4% (45/13)
reports (excl.
administrative roles)
Leadership Group® 2030 40% female 25% (812/274) 23 7% (681/212)
All employees 2030 33% fernale 30% 2B.8%
{8,525/3,655) {7,658/3,096}

1 Asat 23 May 2023, the Board has 42% female representation (seven men and five women), see page 149 |8

for more detail.

2 Inthe context of gender repartng, the GEC includes all members of the GEC and the Company Secretary.
This 15 the definiuon of senior managers 1n S5E for the purposes of s414C{BJC)n

3 Employees in S5E's senior level pay grades.

Wider diversity targets

SSE tracks progress against a range of
diversity metrics, including the proportion
of ethnic minority, disabled, and LGBTQIA+
employees. Senior leaders focus on
progress as part of broad internal inclusion
and diversity ambitions quarterly, and these
metrics are reviewed twice yearly by the
GEC and the Board. SSE understands that
transparency supports inclusior and
diversity progress, and therefore is working
te increase the proportion of employees
disclosing their diversity data to SSE, so that
it can improve external disclosure as it
becomes feasible to do so.

Cver 2022/23, SSE has developed its
ethnicity pay gap analysis, in line with the
UK Government guidelines published in
April 2023, SSE is using this data for internal
analysis and aims to publish its ethnicity pay
gap when employee disclosure rates are
high encugh to ensure ananymity and

Table 11: SSE's wider diversity data at 31 Marchin each year*

provide meaningful insight. At 31 March
2023, SSE had an employee disclosure rate
of 39% of the total employee population for
diversity metrics including ethnicity, sexual
orientation, and disabilities, an increase
from 32% the previous year. SSE's diversity
data based on the population of employees
disclosing this information is provided in
Table 11. increasing employees’ voluntary
disclosure of their diversity data, even if they
select ‘prefer not to say’, 1s essential in order
for SSE to set ambitions, develop strategies,
and gain learnings that will increase diversity
within the business. See SSE's Inclusion and
Diversity Report 2023 B for details about
how SSE is working to increase diversity
data disclosure rates.

An ethical business cuiture alongside
inclusion and diversity are directly
linked to the Group Principal Risk of
Peaple and Culture ~ full details are
available on page 75 8.

Ambntion 2022/23 2021422
Duversity category Year {% of ernployees) (% of employees) {% of employees)
Disabitity 2030 8 8.9 6.8
Ethnic Minority 2030 15 8.1 6.3
LGBTGIA+ 2030 8 3.8 36

* Data 15 collected on S5E's HR data reporting systern 'Harmony'. Gender has a 100% completion rate,
and s based on biological sex. Disabiity, Ethnic Minonty, and LGBTGIA+ data is voluntanly disclosed
by emplioyees. with a 39% disclosure rate at 31 March 2023 and a 32% disclosure rate at 31 March 2023
Data excludes those without tacility to share mformation on Harmony
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Protecting health, safety and wellbeing

Monitoring health

and safety performance

Safety remains SSE's first priority with the
objective that ‘'everyone gets home safe’
and that focus is all the keener following
the tragic death of Liam Macdonald, a
young contractor working on Shetland,
in June 2022.

The Total Recordable Injury Rate (TRIR)
for direct employees and contractors
combined was 0.19 per 100,000 hours
worked, up from 0.17 in 2021/22. This
increase reflects a significant surge in
investment and construction, and an
associated rise in contractor hours worked.
Further detall on SSE's TRIR is cutlined

in Table 12, with additional information

on contractor safety cutlined on pages 66
and 164 8.

SSE seeks to embed a strong safety culture
and to ensure that all those working on its
behalf feel confident to speak up around
safety. In SSE's 2022 all-employee survey,
which had a 79% response rate, 92% of
employees said that their manager sets

the right example when it comes to Safety,
Health and Environment and 94% said that
SSE makes it easy for people to do the right
thing on Safety, Health and Environment.

Detailed information on SSE's health

and safety performance over 2022/23 is
provided in the Safety, Sustainability, Health
and Environment Advisory Committee
report on pages 162 to 165 |8 of this report
and in the Sustainability Report 2023 .

Taking a holistic

approach to wellbeing

In 2021/22, SSE undertock a strategic
review of occupational benefits which

also included recruitment of a dedicated
Head of Health and Weilbeing. The review
recognised that while a very good range of
support was already in place, there were
opportunities for some services to be used
maore and/or expanded upon.

Building upon the outcomes of the
strategic review and recognising the impact
which Covid and the cost of living crisis
have had on employees wellbeing, over
2022/23 SSE developed a holistic range of
benefits which suppgort physical, mental
and financial wellbeing.

In addition to providing a wider range of
support services, a key focus in 2022 was to
make it easier for employees to access the
right form of support when they need it. As
a result, S5E launched the Health Hub, an
online portal with clear signposting to all of

Table 12: Total Recordable Injury Rates for SSE's employees and contractors

Urit 2022/23 2021722
Total Recordable Injury Rate Per 100,000 0.19 0.17
- employees and contractors  hours worked
Total Recordable Injury Per 100,000 0.10 0.09
Rate — employees hours warked
Total Recordable Injury Per 100,000 0.34 0.32

Rate — contractors

hours worked

the wellbeing support and guidance
available to employees.

Increased investment

in employee health

Over 2022/23, S5 made a significant
investment to enhance the health support
it provides to its employees. One of the
key investments it made was the launch
of a new service, WeCare, which enables
employees in the UK and Northern Ireland
to access free online GP appointments
within 48 hours and access to a private
prescription service, to help colleagues
receive the medical care they need.
WeCare can be used by all UK and
Northern Ireland employees, as well as
their immediate family who live in the same
home, and it also offers 24/7 support on
physical and mental health issues, general
wellbeing and financial and legal matters.
Employees in Ireland can receive similar
support through SSE's partnerships with
VHI Healthcare.

WeCare

Free online GP appointments
within 48 hours.

Access to a private
prescription service.

24/7 support on physical

and mental health issues,
general wellbeing and financial
and legal r_natters.

Can be used by all UK and

Northern Ireland employees, as
well as their immediate family.

<

In 2022, SSE also launched a pilot
scheme in partnership with the British
Heart Foundation providing employees
with free health assessments. The service
was accessed by over 150 colleagues in
2022123 and SSE plans to make it more
widely available in 2023/24.

These initiatives build upon a strong
foundation of existing support services
including Nuffield mental health and
musculoskeletal support, comprehensive
Employee Assistance Programmes,

a suite of tooikits covering mental health,
menopause and other health issues, a
series of health and wellbeing webinars
and Nudge, a financial education resource.

Safety and the Environment remains

as a Principal Risk to the Group, further
details on how this is mitigated can be
found on page 77 8.
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A sustainable approach continued
Ensuring a just transition continued

Providing affordable and clean energy

Avoiding the next energy crisis
SSE recognises the hugety challenging
circumstances faced by energy consumers
in 2022/23. SSE Airtricity responded through
a combinaticn of keeping tariffs as low as
possible for all consumers through not
passing through the full impact of wholesale
costs, a price freeze for financially vulnerable
consumers and customer support funds.
The business also henoured its commitment
not to make a profit in the year. Residual
profits of €8.6m were distributed to ROI
domestic customers in full, after the year-
end in Aprit 2023, amounting to a credit of
£35 per custormer.

Short-term measuwres, however, are not a
long-term solution to high energy costs
and a reliance on unpredictable sources of
energy. Therefore, the need to accelerate
the delivery of renewable energy generation

Engagement in action
Energy customers

and accelerated energy efficiency rollout for
homes and businesses is more important
now than ever. It is this multi-track approach,
supporting customers in the short-term, with
industry and government working together
in the medium-term for a secure, clean and
affordable future energy system.

Powering greener homes

and businesses

SSE Business Energy helps business
customers of all sizes across the UK to
reduce their carbon emissions through its
green electricity offering. All SSE Business
Energy green electricity is backed by
Renewable Energy Guarantees of Qrigin
(REGQs) and is independently verified.

In addition to this, SSE Airtricity has a 50%
ownership share in Activ8 Solar Energies,
which carried out over 1,500 domestic
solar installations in 2022/23, with further

Supporting customers
through exceptional times

SSE Airtricity provided a holistic range
of practical measures up to the value
of €25m, including targeting families

who are struggling financially. This has

included:

+ Price promise: SSE Airtricity held
energy costs at June 2022 levels
until the end of March 2023, for

vulnerable househaolds, at no cost,

and a €2.5m donation to not-for-profit

organisaticn EnergyCloud, which will
help givert surplus renewable energy
o up to 10,000 fuel poor homes
across ireland.

« Working with partners to support
househelds: over 2022/23, SSE
Airtricity made donations to trusted

up to 60,000 financially vulnerable
customers.

- Discretionary fund: a €1m
discretionary fund was created to
provide direct support to customers
in difficulty.

+ Energy efficiency measures: to
help tackle one of the root causes of
fuel poverty, SSE Airtricity supported
vulnerable households with erergy
efficiency. This has included delivering
home energy upgrades for up to 600
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charity partners ta support households
in need of financial assistance across
the istand of Ireland, regardless of who
their supplier is. This included 2 €1m
donation to 5t Vincent de Paul (SVP)
and donations totalling £2m to Bryson
Charitable Group.

Energy Bilt Relief Scheme: Airtricity
also applied discounts 1o the value

of £116m in the year to custocmers
under the UK Government's Energy
Bill Relief Scheme.

plans 1o deliver up to 40,000 instatiations
over the next 10 years. This activity is alse
helping to support local jobs, with the
creation of 200 highly skilled green jobs
cver the next two years announced by
ActivB in 2022, supporting a just transition
towards net zero.

Energy Affordability remains a Principal
Risk to the Group, for further details
please see page 73 18.

The number of customers
benefiting from Airtricity holding
prices at June 2022 levels was

60,000
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Providing an inclusive service

to network customers

SSEN Distribution’s Priority Service Register
{PSR) is the mechanism to target support
for people in vulnerable situations. The
PSR provides support for customers who
require adapted services, or who may need
additiona! support, particuiarly in the event
of power cuts. Itis therefore critical that the
Register is comprehensive, accurate and
captures all those in nead.

To achieve that aim, in March 2023 a

new website thepsr.co.uk LB was created
through a collaborative initiative led

by SSEN Distribution and including 10
Distribution Network Operators (DNOs)
and Gas Distribution Network Operators
(GDNs). This website brings together
individual registers from DNOs and GDNs,
making it easier to raise awareness of the
additional support available nationwide.
Furthermore, the website supports external
partners such as local and nationai charities
and NHS Trusts to promote the PSR to their
customer base through a clear process.

Unlocking a just transition

for network customers

SSEN Distribution is at the forefront of
enabling net zero at a local level, operating
the electricity distribution network that will
facilitate new forms of heating, battery
storage and many more electric vehicles.
In March 2023, it published a report which
explores how net zero can be delivered
fairly for consumers, ensuring peopie

can participate in and benefit from the
energy transition.

The report, titled A Fair Energy Future B,
details the partnerships and innovation
projects SSEN Distribution has undertaken
to explore and understand the new energy
challenges that consumers will face in the

Directors’ Report

next two decades with technology rapidly
advancing and high-carbon heating and
transport being phased out.

in addressing these critical issues,

SSEN Distribution has created an action
plan for delivering a just transition for
energy consumers. With 10 commitments,
it will progress alongside further
recommendations for the energy industry
and policy makers to help unlock the
benefits of net zero for all consumers.

SSEN Distribution’s commitments cover
arange of areas, including: supporting
knowledge-sharing and collaboration;
addressing emerging vulnerabilities resulting
from the transition t¢ net zero; ensuring
equal access to electricity infrastructure; and,
supporting remote and rural communities,
which may be off-grid, to benefit from the
electricity system of the future.

The full report ¢an be found at
ssen.co.uk Lb.

Financial Statements

Creating new standards
in equal EV access

in October 2020 SSEN Distribution
established 'Equal EVY’, a collaboration
with Disabled Motoring UK (DMUK)
to identify the unique enablers

and barriers faced by drivers with
vulnerabilities adopting electric
vehicles (EVs) and the role of
technologies and Distribution
Network Operators in removing
barriers. The insights gained from

the work have been instructive and
have supported the inclusion of a
commitment to improve accessibility
at public charge points for disabled
users in the UK Government’s Electric
Vehicle Infrastructure Strategy.

In 2022, the Equal EV project fed into
the creation of the British Standard
Institution {BSI) PAS 1899, a new
specification on accessible public
charge points for EVs covering the
design of charge points, including
the location spacing and surrounding
environment, as well as the
appropriate informaticn, signals

and indicators to be provided,

In addition, Disabled Motoring

UK (DMUK) launched a parking
standard called the Disabled Parking
Accreditation (DPA) which signposts
off-street car parks that are
accessible to disabled people and
will soon include a dedicated section
on £V charge point provision.
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A sustainable approach continued
Ensuring a just transition continued

Supporting a sustainable supply chain

An increasing focus on
contractor safety

In 2022/23 there was a significant rise

in contractor hours worked on SSE's
large capital projects, which represent a
higher-risk environment than for SSE's
operational activity. SSE's contractor TRIR
increased slightly compared to 2021/22
performance and there was a contractor
fatality on Shetland in June 2022. See
the Safety, Sustainability, Health and
Envircnment Advisory Committee report
on pages 162 to 1658 of this report for
more informaticn around SSE's response
to this incident.

Given the rise in contractor hours worked in
SSE's current growth phase, there is a need
for a strategy that builds stronger, more
collaborative relationships with supply chain
partners to keep everyone safe.

A dedicated, Group-level contractor safety
team was established in early 2023 to
ensure partners are fully supperted and
performance is monitored across all of
SSE’s large capital projects.

Engagement in action

Mitigating modern slavery

in the supply chain

Over 2022/23, SSE continued to deliver

its Modern Slavery Action Plan. Key
developments over the year included

the rolling out its updated modern slavery
clause and Living Hours clause into supplier
contracts, and completion of onsite
modern slavery audits.

SSE finalised the programme of onsite
modern slavery audits for three of its key
sites, which have been undertaken by third
party organisation Stronger Together since
2021/22. Findings showed that health,
safety, and labour standards were very high
on all three sites assessed and that risk of
maodern slavery was very low. The gap
analysis highlighted key improvement
areas, including around risk identification,
supplier due diligence and training, which
have been embedded in SS5E's Action Plan.

Deep dive assessments for high risk areas
of S5E's business activities continued. Work
was undertaken with Slave Free Alliance

to identify risk associated with Solar and

Suppliers, contractors and partners

Battery projects, and mitigation actions are
ongoing. SSE Renewabies increased focus
on high-risk areas such as vessels which
service offshore wind farms to identify

key risk areas and ensure additional due
diligence is put in place where required.

In addition, SSE continued to actively
participate in a number of industry
working groups and initiatives that seek to
develop best practice and industry-wide
approaches to addressing modern slavery.

More information on SSE's actions to
mitigate the risk of human rights abuses
and modern slavery, and the industry
collaboration being undertaken, can

be found in SSE's Sustainability Report
20230

Healthy supply chains influence SSE's
exposure to the Principal Risks of Large
Capital Projects Management and Speed
of Change — further details on how these
are managed can be found on pages 75
and 77 16.

Supply chain learnings from COP27

SSE participated in climate debates on the

fringe of COPZ7 in Egypt in November
2022. SSE's objective in its attendance
was to further the case for net zero
through the practical demonstration
and example of its investments in
low-carben infrastructure in the UK,
Ireland and beyond.

One further cbiective was to learn from

international experiences in relation
to the mining and extraction of metals

The result of the engagement was an
understanding of the importance of

'FPIC' principles (free, pricr and informed
consent} and an imperative to work more

closely with the most strategic suppliers
on efforts to ensure components
contained within the manufactured
capital assets SSE procures are scurced
from responsible sources.

The engagement at COP27 was
particutarly instructive to S5E and has

66

and minerals critical to the technology
required by SSE's investments.

SSE actively participated in discussions
and panels on the just transition,
considering issues through the lens of
indigencus communities, many of whom
host the cormmercial mining of minerals
such as cobalt, lithium and silicon.
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led to the development of 8 workstream
that can deliver a transition to net zeroin
arespensible and ethical way. This work,
directly with suppliers, is in addition to
ongoing human rights work with the
Sustainability Supply Chain School and
industry collaborations including Utilities
Against Modern Slavery and Scotland
Against Modern Slavery.
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‘ Directors’ Report

Financial Statements

Non-financial information statement

SSE has reported extensively on its non-financial impacts within its Annual Report for a number of years and welcomes continued
increasing focus from regulators, shareholders and other stakeholders. This table outlines how SSE meets the Non-Financial Reporting

requirements contained within the Companies Act 2006. Further disclosure can also be found in SSE's Sustainability Report 2023 .

Reporting requirernent and
SSE’s material areas of impact

Relevant Group Principal
Risks, pages 72 to 77 B

Relevant Group Policies
on sse.com

Policy embedding, due diligence,

outcomes and key performance indicators

Environmental matters

Delivering net zero
Managing climate-related
issues

Carbon performance,
metrics and targets
Responsible resource use
— water and energy use,
afr emissions

Managing impacts on the
natural environment and
biodiversity

Climate Change

Safety and the Environment

Group Climate Change Policy

Group Environment Policy

2030 Goals progress,
pages 22 to 23 1B

A year of strategic progress,
pages 18to 2118

Accelerating climate action,
pages 36 to 5118

Protecting the natural

erwironment, pages 52 to 55 B

Safety, Sustainability, Health
and Environment Advisory
Committee Report,

pages 162 to 165 8

Employees

Protecting heaith, safety
and wellbeing

Investing in training

and learning

Culture and ethics
Reward and benefits
Employee voice
Promoting inclusion
and diversity

People and Culture

Safety and the Environment

Group Employment Policy

Group Safety and
Health Policy

2030 Goals progress,
pages 22 to 2318

Ensuring a just transition,
pages 56 to 66 18

Focusing on culture,
pages 59 and 13710 138 B

Empowering the employee
voice, pages 134 to 136 18

Safety, Sustainability, Health
and Environment Advisory
Committee Report,

pages 162 to 1658
Social matters People and Culture Group Sustainability Policy 2030 Goals progress,
= Ensuring a just transition pages 22tc 2318

.

Contributing to jobs

and GDP

Sustainable procurement
and supporting locat supply
chains

Paying a fair share of tax
Supporting customers
through the cost of

living crisis

Sharing value with local
communities

Speed of Change
Energy Affordability

Group Taxation Policy

Group Procurement Policy

Ensuring a just transition,
pages 56 to 66

Human rights,
anti-corruption
and anti-bribery

»

Reinforcing an ethical
business culture

Speaking up against
wrongdoing

Prevention of bribery

and corruption

Approach to human rights
and modern stavery

People and Culture

Large Capital Projects
Management

Group Human Rights Policy

Group Corruption and
Financial Crirme Prevention
Policy

Group Whistleblowing Policy

SSE's social contribution,
pages 58 to 59 18

Focusing on culture,
pages 59 and 137 and 138 8
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Risk-informed decision making
Managing SSE’s risks
The execution of SSE's strategy and the creation of value from

the opportunities arising from net zero are dependent on the
effective identification, understanding and mitigation of the

Group's Principal Risks.

Throughout 2022/23 SSE has met and
managed unprecedented challenge

in the markets in which it operates. As
highlighted in the Chair's Staterment on
pages 4 and 58, issues such as safety
programmes, affordability, sectoral risks
{such as extremely volatile commodity
prices and inflationary pressures), extreme
weather and climate change have featured
heavily in strategic risk discussions.

While managing these external challenges,
SSE has continued to make substantial
progress on the execution and delivery

of it's Net Zero Acceleration Programme
(NZAP), with in excess of £2.8bn of capitat
investment including acquisitions delivered
during the course of the year. Supporting
a just transition through continuing to
create options for investment and growth
by beosting energy security, supporting
communities and creating green jobs,
coupled with its balanced mix of
businesses, uniquely positions SSE for

the transition to net zero and resilience
against volatility. These factors along

with the ongoing gecpolitical crisis in
Ukraine having a significant impact on
energy affordability and security of supply
concerns, formed the basis of the full

review of SSE's Principal Risks that took
place during the financial year.

SSE's risk management process is
comprised of four main stages summarised
in the diagram below. Continued maturity
and refinement of our risk management
framewaork ensures that it remains aligned
with SSE's strategy and this year included
the review and redrafting of the Group Risk
Management Policy which is available to
view on sse.com [0,

SSE's sector review on pages 12 to 1518
provides more detail on the range of external
factors that influenced the risk exposures to
the Greup over the course of the year.

Board considerations

Effective identification, understanding

and mitigation of Principal Risks underpins
the Board's approach to setting strategic
objectives for S5t and informing strategic
decision making {please see page 124 8 for
SSE's decision making context). The Board
aims to consider all material influencing
factors and key external trends in the energy
market, including those relating te climate
change, technological developments and
government policy and aims to do soin a

Principal Risk assessment processes

Individual risk
reviews

Qutputs:

Actions

and risk
disclosures

Risk
monitoring

Risk
response

Board
assessment
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assessment

Committee
self-assessments

Risk
identification

Risk

Executive
Committee
assessment

way that reflects the expectations of SSE's
key stakeholder groups.

These material influencing factors also
have an impact on the nature and extent
of risks the Board is willing to take to meet
these objectives, and related mitigation
strategies adopted by the Group. Material
changes in the nature, praximity and
potential impacts of S5E's Group Principal
Risks are regularly assessed by the
oversight committees and the Business
Unit executive committees with appropriate
mitigations implemented where necessary.

Overseeing risk

The Group Executive Committee and its
subcommittees (as detailed on page 122 1B}
have responsibility for overseeing SSE's
Principal Risks. During the third quarter of
SSE’s financial year, an assessment of each
Principal Risk 1s completed by the assigned
oversight committee. This assessment
requires committee members to provide
commentary on contextual changes to the
risks, consider whether over the course of
the year the risks have become more or less
material based on impact and likelihood
and t¢ confirm effective mitigations are in
place for controlling risks. Consideration is
also given to emerging risks and whether
any of those identified have the potential

tc become a Principal Risk to the business
in the medium to long-term.

These responses are then consolidated

into reports, one for each Principat Risk,
which are presented back to the committees
along with the results of provisional viability
testing and analysis of relevant, current
management information and key
information relating tc Business Unit
Principal Risks and controts. These reports
form the basis for the committees to discuss
and confirm the risk trend {more, less or
equally materiall, overall effectiveness of the
risk control and monitoring environment,
and whetber any additional control
improvement actions are required. This is

an inclusive and iterative process that results
in considered and objective outputs and a
robust assessment of the Principal Risks. The
cutputs from these committee assessments
are then presented to the Group Executive
Committee for full review
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Group Principal Risks

As reflected throughout the Strategic Report, this year exposures to a number of external factors,
particularly those driven by macro-economic and geopolitical events, have increased materially.
This, in turn, has increased the residual exposures ¢f a number of the Group Principal Risks set
out on the following pages, primarily Energy Affordability, Cyber Security and Resilience, Portfolio
Exposure and Political and Regulatery Change.

Directors’ Report

Financial Statements

Risk trend key

A Increased in materiality

] Not changed significantly

v Reduced in materiality

The graphic below illustrates $5E's 11 Group Principal Risks positioned to highlight the residual risk

impact scores against residual likelihcod scores following completion of the Principal Risk Seif

Assessment process.

Change to individuat risk rating

=
=
1. Climate Change ] *
2. Cyber Security
- A
and Resilience
3. Energy Affordability A
4. Energy Infrastructure
- A
Failure
5. Financial Liabilities A B
2
6. Large Capital Projects - %
Management- ?
T
W
7. People and Culture A &
8. Poltical and A
Regulatory Change
9. Portfolio Exposure A
10. Safety and the
; A
Environment
11. Speed of Change A 3
8
—

*  Safety remains SSE's most important value, and management of this risk remains S5E's tighest prionty.

Portfolio Exposure.

This year, due to the pace of change in

the markets in which SSE operates, an
additional assessment of the Principal Risks
was undertaken by the relevant subject
matter experts and the Group Executive
Committee during the last quarter of the
financial year. The output of this was then
considered, with any emerging risks or
additional material changes resulting from
this being proposed to the Board.

2022/23 Review Outcome
Following the 2022/23 annual review
process, the number of Principal Risks to
the Group remains at 11 with two revisions
of note. The previously named Group

N
4
Less Residual Impact More
** it should be noted that Energy Affordability is particularly closely tinked to - and therefore impacted by - Political and Regulatory Change and
been redefined and renamed 'Portfolio important revisions have been made to
Exposure’. The second revision relates to the descriptions of each of the Principal
the previously named Group Principal Risk Risks to take account of key changes
of 'Politics, Regulation and Compliance’ and corresponding mitigations that were
which has been redefined and renamed introduced during the year.
'Political and Regulatory Change’, both
of these revisions have been made in order  Full details of the Group Principal Risks
to better reflect and articulate the risk are available on pages 72 to 77 8. Key
exposures to the Group. developments that have influenced the
risk exposures to the Group have also
An essential tenet of SSE's Risk Management  been highlighted in detail throughout the
process is the consideration of potential Strategic Report.
emerging risks and whether any of those
identified have the potential to become &
Group Principal Risk in the medium ta long
term. While no new emerging Principal
Risks have been identified this year SSE plc Annual Report 2023 69

Principal Risk of ‘Commodity Prices’ has



Risk-informed decision making continued
Managing SSE’s risks continued

Risk Appetite Statement

The Group risk appetite remains aligned
to the achievement of SSE's strategic
objectives. SSE will however only accept
risk where it is consistent with its core
purpose, strategy and values; is well
understood; can be effectively managed;
15 in line with stakeholder expectations
and offers commensurate reward.

The sectors in which SSE operate are part of
a rapidly changing industry subject to a high
degree of political, regulatory and legislative
change as well as risk arising from other
developments including technelogy, the
impact of competition, stakeholders’
evolving expectations and climate change.
Furthermore, each of SSE's Business Units
have differing levels of exposure to additional
risks. For example, the Transmission and
Distribution businesses are economically
regulated and are charactensed by relatively
stable, inflation linked cash flows while the
SSE Renewables business benefits from cash
flows linked to government-mandated
renewables subsidies, Those Business Units
that generate and trade energy are also
exposed to significant medium- to long-
term energy market and commaodity risks in
operational and investment decisicn making.

The key elements of S5E's Strategic
Framework — including 55E's Purpose,
Strategy, Goals and Values, as well as
the focus of its business modet, are fully
reflective of its risk appetite (see pages 8
and 9 1B for further details).
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Fundamentally:

» SSE has a clear strategy to create value
for shareholders and society in a
sustainable way by developing, building,
operating, and investing in the electricity
infrastructure and businesses needed in
the transition to net zero.

» SSE has a good understanding of the
risks and opportunities in the Great
Britain and Ireland energy markets
and a strong associated knowledge
of adjacent EU markets, augmented by
its acquisitions. UK and Irish markets,
alongside EU markets therefore provide
the Group's geographic focus, with
expansion into other new international
markets being subject to rigorous
scrutiny and ensuring the appropriate
governance arrangements which are
consistent with the Group's values and
strategic goals are in place.

« Safety is SSE's first value and it has no
appetite for risks brought on by unsafe
actions, nor does it have any appetite
for risks brought on by insecure actions
including those relating to cyber security.
In areas where SSE is exposed to risks
for which it has little or no appetite,
even though it has implemented high
standards of control and mitigation, the
nature of these risks mean that they
cannot be eliminated completely.

In determining its appetite for specific risks,
the Beard is guided by three key principles:

1. Risks should be consistent with S5E's
core purpose, financial objectives,
strategy and values;

2. Risks should only be accepted where
relevant approvals have been attained
through the Governance Framework
to confirm appropriate reward is
achievable on the basis of objective
evidence and in @ manner that is
consistent with SSE's purpose, strategy
and values; and

3. Risks should be actively controlled and
maonitored through the appropriate
allocation of management and
other resources, underpinned
by the maintenance of a healthy
business culture.

The Beard has overall responsibility for
determining the nature and extent of the
risk it is willing to take to achieve strategic
objectives and for ensuring that risks are
managed effectively across the Group.
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Viability Statement

SSE provides the energy needed today
while building a better world of energy

for tomorrow through creating value for
shareholders and society in a stainable
way by developing, building, operating and
investing in the electricity infrastructure
and businesses needed in the transition

to net zero. The delivery of SSE's purpose
and execution of its strategy depends on
the skills and talent of a diverse workforce,
the quality of its assets and the effective
identification, understanding and mitigation
of risk.

As required within provision 31 of the UK
Corporate Governance Code, the Board
has formally assessed the prospects of
the Company over the next four financial
years to the pericd ending March 2027
The Directors have determined that as this
time horizon aligns with the Group's Net
Zero Acceleration Programme Plus, which
includes a fully funded capital investment
programme to 2027, a greater degree

of confidence over the forecasting
assumpticns modelled can be established.

In making this statement the Directors

have considered the resilience of the Group
taking intc account its current position,

the Principal Risks facing the Group and
the contrel measures in place to mitigate
each of them. The Directors recognise the
significance of the streng balance sheet
with total undrawn committed lending
facilities as shown above:

Directors’ Report

Financial Statements

f£bn Matures Comment

SSE plc 1.30 March 2026

SSE ple 0.20 October 2026

SSE plc 1.00 February 2024 Collateral facility with 1 year
extension option (in favour
of the banks)

SSEN Transmission®  0.75 November 2025 2, 1 year extension options
{in favour of the Group)

SSEN Distribution 0.25 November 2025 2, 1 year extension options

{in favour of the Group)

3.50

* The Transrmission facility 1s available to that Business Unit only.

The Group is an owner and operator of
critical national infrastructure and has

a proven ability to maintain access to
capital markets during stressed economic
conditions. The Group has demonstrated
this through securing £3.0bn of funding
since April 2021 including the issuance of
a 1bn Eurc Hybrid bond in April 2022 and
€650m bond in July 2022. Further detail
relating to planned funding is available in
A6.3 18 Accompanying Information to the
Financial Statements in the Annual Report
and Accounts.

The Group has a number of highly
attractive and relatively liquid assets —
including a regulated asset base which
benefits from a strong regulated revenue
stream as well as the operational wind
portfolic — which provide flexibility of
options. This has been demonstrated
through the success of the programme
of disposals set out by the Group in June
2020 and with the recent sale of a 25%
stake in the Transmission business.

To help support this Statement, over the
course of the year a suite of severe but
plausible scenarics has been developed
for each of SSE's Principal Risks. These
scenarios are based on relevant real life

events that have been observed either

in the markets within which the Group
operates or related markets globally.
Examples include critical asset failure to
generation assets {for Energy Infrastructure
Failure); changes to key government
energy policies {for Political and Regulatory
Change); and the physical impacts of
climate change on distribution assets
through more frequent and increasingly
severe storm events (for Climate Change).

Scenarios are stress tested against forecast
available financial headroom and in
additicn to considering these in isclation,
the Directors also consider the cumulative
impact of different combinations of
scenarios, including those that individually
have the highest impact.

Upon the basis of the analysis undertaken,
and on the assumption that the fundamental
regulatory and statutory framework of the
markets In which the Group cperates does
not substantively change, and the Group
continues to be able to refund its debt at
maturity, the Directors have a reasonable
expectation that the Group will be able to
continue to meet its liabilities as they fall
due in the pericd to March 2027.
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Group Principal Risks

Clirmate Change

What is the risk?

The risk that SSE's strategy,
investments or operations
are deemed to have an
unacceptable future impact
on the natural environment
and cn national and
international targets to
tackle climate change.

Oversight
Group Risk Committee

Link to strategy
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Material influencing factors

The impact of physical risks associated
with climate change, such as severe
adverse weather that causes damage or
interrupts energy supply or generation.
The speed of technological
developments.

Transitional risks relating to developments
in political and regulatory requirements
related to the products and services that
SSE provides.

Ensuring the continuation of Large
Capital Projects which are fundamental
to Group net zero targets.

Global and domestic policies including
those published by the UK's Committee
on Climate Change relating to the 6th
carbon budget for the period 2032 and
2037.

Political and regulatory engagement.
Plans to transition to a decarbonised
energy system.

Geopolitical events relating to the
security of supplies and macro-
economic stress.

Key mitigations

» Policy link: SSE Climate Change Policy and SSE
Sustainability Policy.

+ SSE is investing ¢n average £10m a day on
decarbonising infrastructure over a five-year
period to FY27 as part of its Net Zero Acceleration
Programme Plus.

» SSE provides transparent disclosures of its
governance around climate-related risks and
opportunities to allow its stakeholders to properly
assess its performance in managing climate related
issues.

« The Group Executive Committee is responsible
for implementing the Group strategy set by the
Board and driving climate-related performance
programmes acress the crganisation. The Chief
Sustainability Officer is responsible for advising the
Board, Group Executive Committee and businesses
on climate related matters and provides support
in the implementation of relevant initiatives across
the Group.

« The TCFD Steering Group, which consists of
representatives from Finance, Group Risk and
Sustainability conducts an annual review of the
outputs of the climate-related risk and opportunity
assessment process and assesses the potential
financial impact of key risks and opportunities in
a fair, balanced and understandable way. This is then
reviewed and approved by the Group Risk Committee.

* 5SE's approach to executive remuneration reflects
the role of sustainability and climate-related
considerations within SSE's purpose and strategy,
with sustainability-linked metrics and targets an
element of performance related pay. As part of
the 2022 Directors’ Remuneration Policy review,
the Remuneration Committee further strengthened
the link between sustainability and executive pay
by introducing sustainabkility measures in the
long-term incentive (PSP} for the first time.
Performance is assessed against S5E's 2030 Goals
and also against strategic performance in relation
to the implementation of the NZAP strategy.

These measures are worth a combined 30%
of the overall award.
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Cyber Security and Resilience

What is the risk?

The risk that key infrastructure,
networks or core systems are
compromised or are otherwise
rendered unavailable.

Oversight

Group Risk Committee

Link to strategy

Energy Affordability

Material influencing factors

» Software or hardware issues, including
telecoms networks, connectivity and
power supply interruption.

+ Heightened threat of cyber-attacks
due to geopolitical events.

+ Increased sophistication and likelihood
of ransomware attacks.

= |nternational expansion.

+ Ineffective operational performance,
for example, breach of infermation
security rules or pcor management
of resilience expertise.

= Employee and contractor understanding
and awareness of information security
requirements.

» Malicious cyber attack.

Key mitigations

= Policy link: SSE Cyber Security Policy and S5E
Data and Information Management Policy.

+ Key technology and infrastructure risks are
incorporated into the design of systems and
are reqgularly appraised with risk mitigation
plans recommended.

= SSE conducts regular internal and third-party testing
of the secunty of its information and operational
technology networks and systems.

+ Continued strengthening and embedding of the
cyber risks and controls framewcrk to continue to
identify threats and reduce exposures through, for
example, improved use of data anaiytics and further
migration from unsupported systems.

= Significant longer term Security Programme
investment and planning which seeks to strengthen
the resilience of the systems on which SSE relies.

« |T Service Assurance works with individual Business
Units to form and agree appropriate service level
agreements for business-critical IT services.

« Business continuity plans are reviewed in response
to changes in the threat to the Group and regularly
tested.

+ Overthe course of the year an updated Cyber
Security Culture Strategy was launched, This has
been designed to continue to improve the cyber
secutity maturity across the Group and build
positively on the existing, strong cyber culture.

The implementation of this strategy will be assessed
and monitored to measure its impact on the levels
of cyber security awareness and culture across

the Group.

What is the risk?

The risk that energy customers’
ability to meet the costs of
providing energy, or their ability
to access energy services is
limited, giving rise to negative
political or regulatory
intervention that has an impact
on S5E's regulated netwaorks
and energy businesses.

Oversight

Group Executive Committee

Link to strategy

Material influencing factors

« Technology changes and innovations
to develop sustainable infrastructure
and energy solutions.

+ Supply chain cost management.

» Pubiic pelicies, including those aimed
at reducing carbon emissicns and
energy consumption.

+ Accessibility to energy and related
services for all.

» Increased focus on energy security in
response to current geopolitical events.

» Required investment in the upgrading of
the UK's energy infrastructure to achieve
net zero.

+ Political interventions.

+ Fluctuations in the cost of fuels.

= Supplier and customer failures and
related bad debt.

Key mitigations

= Policy link: SSE Sustainability Policy.

+ SSE Airtricity established the largest customer
support fund in Ireland, with provision for up to
€25m in affordability funding, and SSE Business
Energy has implemented the Energy Bill Relief
Scheme.

+ Robust stakeholder engagement across
government, regulators and relevant counterparties.

« SSEis focused on fixing the long-term causes, not
the short-term symptoms of the current energy
crisis, as such it continues to advacate for
progressive policies that will help bring forward
necessary investment in low-carbon infrastructure
at lowest cost to reduce customers’ exposure to gas
price volatility and detiver net zero affordatlity.
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Group Principal Risks continued

Energy Infrastructure Failure

What is the risk?

The risk of national energy
infrastructure failure, whether
in respect of assets owned by
SSE or those owned by others
which SSE relies on, that
prevents the Group from
meeting its obligations.

Oversight
Group Executive Committee

Link to strategy

Financial Liabilities

Material influencing factors

Longer term changes in climate patterns
cause sustained higher temperatures
that may result in lower rainfall ang
reduced wind impacting renewable
generation output.

Government policy regarding the
operation of the energy network

which relates to security of supply.
Failures in any aspect of the Great Britain
national critical infrastructure.
Appropriate asset management and
necessary upgrading works of both
generaticn and network assets.
Malicious attack on the Great Britain
energy infrastructure.

Energy network balancing mechanisms.
Continued availability of competent
personnel,

Continued availability of key systems.

Key mitigations

Policy link: Business {Unit Asset Management
Policies.

SSE assesses the climate impact on its operations
over the short, medium and long term from the
perspective of market, policy or regulatory transition
risks and opportunities and the physical risks of a
changed climate.

SSE's dedicated Engineering Centres of Excellence
review and develop plans to ensure the ongeing
integrity of its generation assets is maintained.
Targeted investment plans to ensure the ongeing
health and integrity of network assets.

Crisis management and business continuity plans
are in place across the Group. These are tested
regularly and are designed for the management of,
and recovery from, significant énergy infrastructure
failure events. Where there are material changes in
infrastructure (or the management of it) additional
plans are developed.

SSE continues to be an active participant in national
security forums such as the Centre for the
Protection of National Infrastructure (CPNI).
Flexible and reliable power will continue to be
required to back up wind and solar generation,
ensuring security of supply across the UK. in line
with its commitment to a net-zero future, SSE is
actvely progressing plans to deliver new low-
carbon capacity to play this critical role, with CCS
and pumped storage hydro projects in development.

What is the risk?

The risk that funding is not
available to meet SSE's financial
liahilities, including thase
relating to its defined benefit
pension schemes, as these fall
due under both normat and
stressed conditions without
incurring unacceptable costs or
risking damage to its reputation.

Oversight
Group Risk Committee

Link to strategy
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Material influencing factors

Ongoing commitment to an investment
grade credit rating.

Global macroeconomic changes and
subsequent volatility in foreign exchange
markets.

Fluctuations in interest rates and inflation
which influence borrowing costs.
Defined benefit pension scheme
performance including the impact of
fluctuations in gilt yields on the value

of scheme liabilities.

Counterparty credit limit exposures,
Operational and trading collateral
requirements.

Key mitigations

Policy link: SSE Financial Management Policy.
Committed borrowings and facilities are always
available equal to at least 105% of forecast
borrowings over a rolling 6-month period.

Detailed and continucus financial modelling and
forecasting on a Group and Business Unit basis.
SSE seeks to maintain a diverse and innovative
portfolio of debt to avoid over-reliance on any one
market. This allows it to buila relationships with, and
create competition between, debt providers.

Each of S5E's defined benefit pension schemes

has a Board of Trustees which acts independently
of the Group.

The approval of all material counterparty credit
limits is a matter reserved for the Board.

The newly formed Collateral Committee meet
weekly to monitor ohgoing collateral requirements.
SSE has a proven ability to maintain access to capital
markets during stressed economic conditions. The
Group has demonstrated this through securing
£3.0bn of funding since April 2021 including the
issuance of a 1bn Euro Hybrid bond in April 2022
and €650m pbond in July 2022.
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Large Capital Projects Management

What is the risk?

The risk that SSE develops and
builds majcr assets that do not
realise intended benefits or
meet the quality standards
required to support economic
lives of typically 25 to 60 years
within forecast timescales

and budgets.

Oversight
Group Large Capital Projects
Committee

Link to strategy

People and Culture

Material influencing factors

-

Appropriate contractual arrangements
which meet the requirements of any
jurisdiction in which SSE operates.

New or unproven technology.
Appropriate and effective budget
management.

All aspects of supply chain management,
including those relating to human rights,
modern slavery and labour standards as
well as supply chain impacts associated
with new entities, new assets and a new
network structure created by joint
ventures and Brexit.

Availability and capacity of competent
contractors in any jurisdiction in which
SSE operates.

Key mitigations

Policy link: SSE's Large Capital Projects Governance
Framework manual ensures that all major capital
investment projects for the Group are governed,
developed, approved and executed in a consistent
and effective manner, with full consideration of
best practice project delivery. The manual, which
was reviewed and updated in detail during 2022,
provides common standards across the Group and
incorporates continuous improvement practices.
The Large Capital Project Services function employs
dedicated quality and assurance teams who perform
in-depth quality reviews, the cutputs of which are
presented to the Board where appropriate.
Ongoing interaction with key suppliers through
SSE's Supplier Relationship Management
Programme.

In major projects, SSE generally manages insurance
placement by organising owner-controlled insurance.
This strategy allows it to have greater control and
flexibility over the provisions in place. SSE also sees
the insurance market as an important source of
information on the reliakility of technology and uses
this to inform the design process of major projects.
Appropriate governance arrangements, including
those relating to Joint Venture and Partner
Management.

What is the risk?

The risk that SSE is unable to
attract, develop and retain an
approgriately skilled, diverse
and responsible workforce and
leadership team, and maintain
a healthy business culture
which encourages and
supports ethical behaviours
and decision making.

Oversight

Group Executive Committee

Link to strategy

Material influencing factors

Rewarding employee contributions
through fair pay and benefits.
Acquisition of competent skills and
resources to support growth plans in
international markets.

SSE embraces cultural diversity in the
workplace and recognition of the value
and benefit of having an inclusive and
diverse workforce.

A responsible employer ethos. For full
details please see the Sustainability
Report B

Clearly defined roles, responsibilities and
accountabilities for all employees.
Availability of career development
opportunities and appropriate succession
planning that recognises potential future
skills shortages.

Clear perscnal objectives and
communication of the S5E set of values.
A focus on ethical business conduct and
creating a culture in which employees
feel confident to speak up when they
suspect wrongdoing.

The health and wellbeing of all employees
(see the Sustainability Report B for
further detail),

Clear and weil-structured employee
engagement and communications.

Key mitigations

Policy link: SSE Empleyment Pelicy and SSE
Whistleblowing Policy.

SSE has a detailed Inciusion and Diversity

plan, progress against which is reviewed and
monitored by SSE's Group Executive Committee
on a regular basis. Further details are available

on pages 60 to 62 1B and on page 136 B of the
Directors’ report.

SSE Governance arrangements, including those
relating to JV and Partner Management.

There are a wide range of tools and services
available to all employees to support mental health
and wellbeing, including those provided as part

of the Employee Assistance Programme. Further
details on careers sse.com/employee-benefits L.
"Doing the Right Thing, a guide to ethical business
conduct”, explicitly outlines the steps employees
should take to ensure their day-to-day actions and
decisions are consistent both with SSE's values and
ethical business principles. All SSE employees can
report incidents of wrongdoing through both
internal and external mechanisms. S5E uses an
independent ‘Speak Up’ phone line and email
service, hosted externally by SafeCall, through
which incidents can be reported.

SSE’s business leaders are required to undertake
regular succession planning reviews. At a Group
level, SSE continues to develop its approach to the
management of talent.
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Group Principal Risks continued

Political and Regulatory Change

What is the risk?

The risk associated with
operating in a fast-paced,
highly regulated environment
which is subject to constantly
changing political, regulatory
and legislative expectations
and interventions,

Oversight

Group Executive Committee

Link to strategy

Portfolio Exposure

Material influencing factors

.

S5E's most significant contribution is

to align with the Paris Agreement goal
and aim to achieve net zero greenhouse
gas emissions by at least 2050

Material changes to regulatory
framewaorks in any jurisdiction in which
SSE operates.

Government imervention into the
structure of the energy sector in any
jurisdiction in which SSF operates.
Constitutional uncertainty in any
jurisdiction in which SSE operates.
Changes in financial, employment,
safety and consumer legislation and/or
regulation and the impact of these
changes on business-as-usual activities

in any jurisdiction in which SSE operates.

Key mitigations

-

Poticy link: SSE Political and Regulatory
Engagement Policy.

The Group has dedicated Corporate Affairs,
Regulation, Legal and Compliance departments
that provide advice, guidance and assurance to
each business area regarding the interpretation of
political, requlatory and legislative change. These
teams take the lead in engagement with regulators,
politicians, officials, and other such stakeholders.
Full details of SSE's Stakeholder Engagement can be
found on page 26 to 33 8.

SS5E has a clear Political Engagement Policy that
sets out principles for any employees who make
representations to institutions of governments

or to legislatures on the Company's behalf.

SSE Governance arrangements, including those
relating to JV and Partner Management.

The Group puts in place dedicated project tearns
to manage all aspects of significant regulatery and
legislative change.

There is reqular engagement with the Board and
Group Executive Committee on political and
regulatory developments which may impact SSE's
operations ot strategy.

What is the risk?

The risk to the Group's
portfolio value associated
with fluctuations in both the
price and physical volume of
key energy market indices or
drivers— primarily gas, carbon
and electricity - as well as
foreign exchange values, CO,
permits and oil.

Oversight

Group Risk Committee

Link to strategy
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Material influencing factors

Global geopolitical events.
Fluctuations in demand, supply and
generation capabilities both in Great
Sritain and globally. Further detail is
available on page 12 B of the Strategic
Report.

Generation technology advancements.
Government intervention into the
structure of the energy sector in any
jurisdiction in which SSE operates.
International and national agreements
on climate change.

International flows of fuel.

Key mitigations

Policy link: An asset-by-asset approach to hedging
strategy that ensures trading positions cannot have
a material impact on SSE Group earnings. The latest
update on 55E's hedging approach can be found on
sse.comn LD.

The Group Energy Markets Exposure Risk
Committee has aperational oversight of commodity
positions; reporting to the Board Energy Markets
Risk Cornmittee that has responsibility for
montitoring the ongoing effectiveness of Group
hedging arrangements. For further details please
see pages 160 to 16118,

SSE uses VaR and PaR measures to monitor and
control exposures. Trading limits are reviewed
regularly by the Energy Markets Risk Committee.
with consideration given to changes in the material
influencing factors noted above, before being
approved by the Board.

55E's Energy Economics team provides commaodity
price farecasts which are used to inform decisions
on trading strategy and asset investment.

SSE utilises hedging instruments to minimise
exposure to fluctuations in foreign exchange
markets, detafls of which are available in the
Financizl Statements section of the Annual

Report and Accounts.

SSE manitors the impact from recent reforms in
Europe (e.g., the European Market Infrastructure
Regulation (EMIR), Markets in Financial Instruments
Directive (MiFID} and Regulation on Energy Market
Integrity and Transparency (REMIT)) and those
resulting from the Electricity Market Reform

{EMR) process.



Strategic Report

Directors’ Report

Risk trend key

Financial Statements

Link to strategy

(a)
W/ materiality L

Increased in (;\. Not changed (v\ Reduced in
significantly

N1/ materiality

Develcp

Operate Build Invest

Safety and the Environment

What is the risk?

The risk of harm to people,
property or the environment
from SSE's operations.

Oversight
Group Safety, Health and
Environment Committee

Link to strategy

Speed of Change

Material influencing factors

Safety culture and S5E's commitment to
getting everyone home safe.

Clear and appropriately communicated
safety processes.

Regutar and documented training.

The size, scale, complexity and number
of projects under way.

Adverse weather.

Challenging geographic locations.
Appropriate task and asset risk
assessment.

Clear, effective and regular
communications of all relevant safety
updates.

Competent employees and contractors.

Key mitigations
= Policy link: SSE Safety and Health Policy and
SSE Environment Policy.

+ Safetyis the Group's No. 1 value with Board

oversight being provided by the Safety,
Sustainability, Health ana Environment Advisory
Committee {(SSHEAC).

» SSE has formed a new central Contractor Safety
Team supported by dedicated Contractor SHE
Managers and Assurance Auditors to improve
contractor safety performance. For full details
piease see the Sustainability Report B.

= Crisis management and business continuity plans

are in place across the Group. These are tested
regularly and are designed for the management
of, and recovery from, significant safety and
environmental events.

= FEach business carries out regular SHE assurance

reviews of the risks faced, the contrels in place and
the monitoring that is undertaken.

» SSE's dedicated Engineering Centres of excellence

review and develop plans tc ensure that the integrity
of its generation assets is maintained.

What is the risk?

The risk that SSE is unable to
keep pace with the speed of
change affecting the sector
and markets in which it
operates and so fails to meet
the evolving expectations of
its stakeholders or achieve its
strategic objectives.

Oversight

Group Executive Committee

Link to strategy

Material influencing factors

.

.

Geopolitical events.

Fast developing customer needs and
expectations in relation to efficient,
innovative and flexible products and
services.

Technological developments and
inncvation.

Net-zero strategic goals.

Increased competition from market
entrants including international oil
companies.

Longer term capital investment plans and
budgets.

The size, scale and number of change
programmes under way, including those
relating to regulatory or legislative
requirements in any jurisdiction in which
SSE operates.

Governance and decision-making
frameworks, including those relating to
IV and Partner Management.

Key mitigations

+ Policy link: SSE Operating Model Policy.
+ The Beard sets the risk appetite of the Group

and approves and regularly reviews the Group's
commercial strategy, business development initiatives
and long-term options ensuring alignment of risk
appetite and strategic objectives.

+ SSE's Group operating model has been designed
to ensure dynamic and efficient decision-making,
empowered and accountable delivery of Business
Unit strategies and to fulfil SSE's purpose to provide
energy needed today while building a better world
of energy for tomorrow. Details of SSE's decision-
making context are available on page 124 1B of the
Directors Report.

+ The Group Executive Committee is responsible for
ensuring that Business Unit strategies are consistent
and compatible with the overarching Group strategy
and its vision to be a leading energy provider in a net
zero warld.
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Financial Review

- Platform

- for
growth.

Balance and strategic focus in a year of strong financial
performance provide the foundations of long-term growth
and shareholder value creation.

SSE's performance in 2022/23 showed yet In networks, SSEN Transmission had a
again the real value of a balanced portfolio  year of solid financial performance with
of businesses, with 65% of Group adiusted operating profit broadly flat as higher

operating profit contributed by our allowed revenues were offset by lower-
market-facing generation businesses and than-expected volumes, higher operating
30% from our index-linked regulated costs, and the 25% minority interest which
electricity networks. is excluded from adjusted metrics for part
of the year. SSEN Distribution earnings
Delays on the Seagreen project and the were up year-on-year on higher tariffs and
impact of the UK Electricity Generator reduced cperating and fault costs when
Levy meant SSE Renewables was broadly compared to the previous year when Storm
flat year-on-year, but this was more than Arwen had an impact.
offset by our thermal, flexible hydro and
gas storage assets which were rewarded While market conditions played a part in
for providing timely backup to the market this year's results, we anticipate a degree of
when it was needed. continuing volatility which, combined with
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the rise in vartable wind capacity
coming onto the system, presents an
opportunity for ongoing value creation
for our large-scale flexible assets.

Solid strategic progress in the year,
including execution of spending plans
under the Net Zero Acceleraticn
Programme {NZAP), saw £2.8bn invested
in critical national infrastructure - an
all-time record level of capex and
investment for SSE which represented

a 37% increase on 2021/22.

Our batance sheet continues to be
underpinned by high-quality assets
and credit ratmgs compare favourably
with our peers. in the context of the
Group's strong FY23 earnings, net debt
to EBITDA fell to 2.7x ~ well below our
4.5x ceiling,.

We expect to report adjusted EPS

of more than 150p for 2023/24,
dependent upon market conditions,
plant availability and weather conditions.
And - as announced in May 2022 - our
recent performance, financial strength
and growth opportunities give us
confidence in the ‘NZAP Plus’ plans
outlined on pages 16 and 17 & and

in the fellowing Financial Review.

Qur revised plans mean more value for
shareholders and society, more financial
strength, more invesiment, more jobs,
and more growth to come over the next
decade. The NZAP Plus is the platform
for around £18bn of investment in the
decarbonising infrastructure needed

for a cleaner, more secure and more
affordable future energy system.

'n ¢lesing, this being my last contribution
to an SSE Annual Repoert, | would like

to express my thanks to the many
colleagues — past and present — who
have so ably supported me throughout
my 21 years as Finance Director. It has
been an absolute privilege and honour
warking for 32 years in a cempany that
has such a strong purpose and heritage,
driving forward its net zero ambitions.

i leave in the knowledge that the
Company's finances are in the safe
hangs of Barry O'Regan who brings a
wealth of energy experience to the role
and is idealty placed to help seize the
wealth of opportunities coming SSE's
way as net zerg draws closer.

P

Gregor Alexander
Finance Director, SSE plc
23 May 2023
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Financial Review
Year ended 31 March 2023

Directors’ Report

Financial Statements

This Group Financial Review sets out the financial performance of the SSE Group for the year ended 31 March 2023, See also the
separate sections on Group Financial Cutlock, 2023/24 and beyond and Supplemental Financial Information.

The definitions SSE uses for adjusted measures are consistently applied and are explained in the Alternative Performance Measures
section of this document before the Financial Statements.

Key financial metrics
(continuing operations)

Adjusted Repcrted
March March March March
2023 2022 2023 2022
£m Em £m Em
Operating profit/{loss} 2,529.2 1,530.9 (146.3) 32,7495
Net Finance (costs)/income (345.6) {(372.8) (59.3) (273.2)
Profit/(loss) before tax 2,183.6 1158.1 (205.6) 3.476.3
Current tax {chargel/credit {358.8) (107.1) 1100 (881.3)
Effective current tax rate (%) 16.4 9.2 127 26.2
Profit/(loss} after tax 1,8248 1,051.0 (95.6) 2,595.0
Less: hybrid equity coupon payments (38.8) (5C.7) (38.8) {50.7)
Less: prefits attributable to minority interests - - (23.6) -
Profit/(loss} after tax attributable to ordinary shareholders 1,786.0 10003 (158.0) 2.,5443
Earnings/(loss} per share (pence) 166.0 948 (14.7) 241.2
Number of shares for basic/reported and adjusted EPS {millicn) 1,075.6 10550 1,075.6 1,055.0
Shares in issue at 31 March (million)* 1,090.3 1,067.6 1,690.3 1,0676

* Excludes treasury shares.

2021/22 numbers above restated to recognise Keadby 2 pre-commissioning revenues and costs in Inceme Statement following adoption of amendments to 1AS 16
Property, Plant and Equipment — Proceeds Before Intended Use.

Dividend Per Share (pence)

March March

2023 2022

Interim dividend 29.0 255
Final dividend 67.7 60.2
Full Year dividend 96.7 857

Impact from market volatility
The Group's balanced mix of econamically
regulated and market-based businesses
provides a natural hedge against short-term
commeodity price volatility. Neverthetess,
the volatile commodity price environment
throughout the year combined with the
continued higher power price, gas price
and inflation rate environment, will have

a continued impact on S5E's businesses
which can be summarised as follows:

SSEN Transmission and SSEN Distribution
operate under a regulatory price control
framework which is set by Cfgem. Returns
under this framework have no direct
relationship to power and gas market
prices. However, both allowed revenues
and Regulated Asset Values are index linked
{Transmission to CPI{H) for the RHO-T2
price control period which lasts from 1 April
2021 to 31 March 2026, and Distribution to
RPI (for RIIO-ED1 which ended on 31 March
2023) and CPI{H) {for RIIO-ED2 which lasts
from 1 April 2023 to 31 March 2028).

Within SSE Renewables, the established
hedging approach generally reduces

its broad exposure to commodity price
variation at least 12 months in advance
of delivery. This approach secures

value for the business, by reducing
exposure to short-term commodity price
movements which would drive variable
financial performance.

Hedges may be achieved either through
the forward sale of power cr gas and
carbon equivalents. This approach aims to
reduce the exposure of these wind assets to
volatile spot power market outcomes whilst
still providing an underlying commaodity
price hedge. When gas-and-carbon
hedges are converted into electricity
hedges a 'spark spread’ is realised which
can lead to changes in the average hedge
price expected. This can increase the
previously published average hedge price,
as has been seen in 2022/23, or decrease it.

Whilst this hedging approach provides
relatively stable realised power prices,
market volatility in periods where wind
volumes are significantly lower than
expected can necessitate 'buy-backs’ of
excess forward sales contracts at higher
prices, which would reduce the trading
resutt, as has also been seen in 2022/23.

For SSE Thermal {as well as the Hydro plant
within S5E Renewables), value has come
from the ability of the plant to respond

to market conditions and provide vital
balancing services to support security

of supply through flexibility provision in
less predictable market conditions.

The last twelve months has seen the
Thermal business navigate extreme
volatility in the forward power markets.
Whilst some of this volatility is directly
attributable to the war in Ukraine and
ensuing gas crisis, there are other more
fundamental drivers relating to price
uncertainty which are longstanding.
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These longer-term price drivers include
liquidity, carbon price basis risk, requlatory
or political interventions, and the availability
of risk capital and collateral within the
markets. This business therefore aims to
reduce earnings volatility by establishing a
hedge for the expected economic cutput
in the six months pricr to delivery, although
this approach is closely monitored for any
unexpected changes in exposures as a
result of current market conditions, such as
the plant availability exposure, counterparty
credit risk, and changes to cost of capital
for collateral.

Higher power and gas prices are generally
mere economically favourable for these
businesses, driving premiums over forward
peak spark prices which includes market-
based incomé from other scurces outside of
the simple spark spread such as Balancing
Mechanism and ancillary Grid contracts.
Income from Capacity Mechanism is known
ahead of each delivery year and is unrelated
te current market conditions.

However, if plant is unavailable at times

of system stress then excess forward sales
contracts would agam need to be "bought
back’ in the market which would negatively
impact the trading result.

The Gas Storage assets are operated on a
merchant basis, to eptimise value arising
from changes in the spread between
summer and winter prices, market volatility
and plant availability. As such, volatile

gas prices are generally positive for this
business, to the extent that the assets

can respond te volatility and capture the
positive gas price spreads arising. To the
extent that gas remains in storage at the
period end, a remeasurement gain or loss
may also be recognised with reference to
the forward month market price

Energy Pcrtfolio Management, as the
market-facing commaodity trader for each
business unit, holds the Group's direct
exposure to unsettled commodity contracts
and therefore may experience significant
unrealised mark-to-market remeasurement
gains or losses in periods of volatility.
However, these revaluations are unrelated
to operating performance with traded
volumes backed by SSE's future generation
output or expected customer demand.
Whilst EPM is permitted to take small
positions in the market to manage the
Group's trading requirements and execute
optimisation opportunities, this is contained
within strict Value at Risk {'VAR') imits that
limits trading exposure in volatile markets.

During the year, market volatlity and
increased margining requirements resulted
in a significant increase in the collateral
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required for trade with counterparties and
on exchanges. this was monttered closely
by the Group and effectively managed
with more than sufficient levels of liquidity
maintained. The leve! of collateral required
has decreased over the second six months
of the financial year as older trades have
been settled and newer trades have
experienced lower levels of volatility.

SSE Business Energy and SSE Airtricity
{aside frem Northern Ireland, where SSE
Airtncity’s gas supply business is subject

to a regulatory pricing mechanism) are

not subject to a regulated price cap and
therefore variable tariffs are adjusted
dynamically and fixed tariff rates are reset
for new customers as wholesale costs
increase or decrease. Although the
businesses are insulated against gas price
rises msofar as they are hedged, there

are external circumstances that would
result in hedge adjustments such as
weather, supplier failures and broader
economic canditions. Cue to the difficult
afferdability circumstances created by
escalating wholesale prices across the year,
a decision was made to protect domestic
customers in Ireland fromn the full impact
of these increases; tariff changes therefore
did not fully reflect increases in wholesale
prices. A dynamic ferecasting approach has
been implemented to help the business
respend quickly to velume changes.

Both businesses have administered
government-backed support schemes
during the year, intended to protect
domestic and non-domestic customers
from the full impact of the heightened power
and gas price environment. These schermes
provide discounts to customers based on
estimated usage and recover amounts from
government based on actual customer
usage - the most material of these being
the Energy Bills Relief Scheme (EBRS),

In relation to Airtricity, vertical integration
of generation and customer businesses

in the Irish market limits commodity
exposures with some benefit received
through Renewable Energy Feed-in Tariffs
{'REFYT") receipts on legacy wind assets.

Finally, SSE Group is well funded with a
strong investment grade credit rating; 2
high proportion of the £8.9bn adjusted
net debt (c.92%) is fixed rate and the
average maturity of SSE's debt is 6.4 years.
The Group has been successful despite
challenging debt markets, issuing €1bn of
Hybrid Bonds, a £350m Private Placement
and a €650m Eurobond earlier in the
financial year at well-below current market
prices. SSE's balance sheet strength allows
the Group to meet additional collateral
requirements on higher and more volatile

commodity contracts, while the high
proportion of fixed-rate debt provides
robust financing in an inflationary
envircnment,

Operating profit

Adjusted and reported operating profits/
losses in SSE's business segments for the
year to 31 March 2023 are set out below,
comparisons are with the same period to
31 March 2022 unless otherwise stated.

SSEN Transmission: Adjusted operating
profit decreased by 2% to £372.7m.

which includes a £(32 8Ym minority interest
adjustment following completion of the
25% divestment on 30 November 2022.
SSEN Transmission's significantly higher
allowed revenues in the year were partially
offset by a combination of a negative
timing impact on lower-than-expected
Transmission Network Use of System
"TNUoS  volumes, and increases in
operating costs and depreciation charges,
as the business continues t¢ grow the asset
base and develop its operational capacity.

Reported operating profit increased

by 7% to £405.5m, reflecting all of the
adjustments above except for the £{32 8)m
minority interest adjustment, as mincrity
interests are fully consclidated for all profit
metrics except for Earnings Per Share
under IFRS.

SSEN Distribution: Adjusted and reported
operating profit increased by 9% to
£382.4m in the period. Higher allowed
revenues including previously under-
recovered allowances following the
impact of coronavirus on Distribution

Use of System 'DU0S’ volumes in 2020/21,
were broadly offset by a negative timing
impact on lower-than-expected volumes
in 2022/23. In addition, 2022/23 operating
costs were lower than prior year mainty
driven by a reduction in fault costs, given
the impact of severe weather on the
network during 2021/22

SSE Renewables: Adjusted operating profit
increased by 2% t0 £580.0m in the year.
Having experienced exceptionally stilt and
dry weather in he prior year, volumes
incregsed 0. 7TWh or 7% in the current
year but were still around L.5TWh or

13% behind planned levels due to (ess
favourable weather than the long-term
average and delays to construction of the
Seagreen project.

In line with SSE's hedging approach, SSE
Renewables entered the financial year with
around 40% of its wind volume hedged

in gas and carbon equivalents, rather than
electricity. The conversion of those gas
and carbon trades into electricity ahead
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Operating profit performance for the year to 31 March 2023

Business-by-business segmental

Financial Statements

Adyusted Reported

March March March March
2023 2022 2023 2022
£m Em Em fm

Operating profit/(loss)
SSEN Transmission 372.7 3805 405.5 3805
SSEN Distribution 3824 351.8 3824 3518
Electricity networks total 755.1 7323 7879 7323
SSE Renewables 580.0 568.1 446.3 427.8
SSE Thermal 10319 3004 1,089.5 624.2
Gas Storage 2125 307 249.2 125.4
Thermal total 1,244.4 3311 1,338.7 749.6
SSE Business Energy {GB} 179 {21.5) 179 (21.5)
SSE Airtricity (Nl and Ire) 56 60.4 52 60.4
Energy Customer Solutions total 23.5 38.9 231 389
Energy Portfolio Management 80.4 (16.8) (2,626.0} 2,083.6
Distributed Energy (27.4) (10.9) {33.5) (29.2)
Neos Networks (39.8) (16.1) (56.0} {140.0)
Corporate unallocated (87.0} (95.7) (26.8) (113.5)
Total operating profit/(loss) from continuing operations 2,529.2 1,530.9 (146.3) 3,7495
Net finance {costs)/income (345.6) (372.8) (59.3) (273.2)
Profit/{loss) before tax from continuing operations 2,183.6 1,158.1 (205.6) 3,476.3

Motes: Table above excludes any result from discontinued operations, being the Group's investment in Scotia Gas Networks Limited which was disposed on 22 March
2022 (2022/23; £nil; 2021/22. adjusted operating profit of £21.0m} and the Group's Gas Production operations which were disposed on 14 Octeber 2021 (2022/23:
adjusted operating profit of Enil; FY2021/22: adjusted operating profit of £101.4m).

2021/22 restated to recognise Keadby 2 pre-commissioning revenues and costs in Income Statement following adoption of amendments to 1AS 16 Property. Plant and

Equipment - Proceeds Before Intended Use.

In order to present the financial results and performance of the Group in a consistent and meaningful way, 5SE applies a number of adjusted
accounting measures throughout this financial report. These adjusted measures are used for internal management reporting purposes and
are believed to present the underlying perfermance of the Group in the most useful manner for shareholders and other stakeholders.

Following the acquisition in the year of Triton Power Limited (JV with Equinor, SSE's share 50%), the definitions SSE uses for adjusted
measures have been refined to consider the treatment of fair value gains ansing from acquisition of a business or a joint venture interest.
Aside from this refinement, the definitions are consistently applied and a recenciliation of adjusted operating profit by segment to

reported operating profit by segment can be found in note 5.1{i) to the Financial Staterments.

Segmental EBITDA results are included in note 5.1(v) to the Financial Statements.

of delivery in the year — combined with an
unusually high and volatile electricity price
attributable to factors such as the war in
Ukraine and French nuclear outages —
drove a significant uplift in the achieved
price on hedged volumes in the year, with
approximately £216m additional benefit
captured. This uplift more than offset a
£{143)m net loss from Seagreen which
mainly reflected the buy-back costs of
undelivered hedged volumes in a higher
price environment,

Elsewhere, the higher and more volatile
price environment was beneficiai for
flexible hydro and pumped storage,

as those assets efficiently responded to

capture peak prices in the market. Finally,

the adjusted result also includes a net
£43m charge relating to the Electricity
Generator Levy, which came into effect
from 1 January 2023 and is charged

on receipts generated from eligible
generation sources which are in excess
of a £75/MWh benchmark.

Reported operating profits have increased
by 4% to £446.3m in the year. In addition
to the factors noted above, the reported
result also reflects a £18.6m reduction in
exceptional charges mainly as a £28.6m
exceptional tax charge recognised in
the prior year — driven by the impact on
Joint Venture deferred tax balances from
the substantive enactment of the UK
Corporation Tax rate change, which

- was hon-recurring.
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However, this reduction in exceptional
charges was partially offset by a £10.1m
increase in Joint Venture share of interest
and tax charges driven by higher profitability
in these entities.

SSE Thermal Generation: Adjusted
operating profit increased 244% to
£1,031.9m, compared to £300.4m in the
prior year. SSE has continued to invest in
optimising its thermal generation fleet
despite many years of low returns and
significant write-downs because it believed
the inherent value the fleet offers the energy
system through its flexibility would eventually
be recognised. As noted previously, the last
twelve months has seen the Thermal
business navigate extrerne volatility in the
forward power markets through the flexibitity
it offers. The increase in adjusted operating
profit reflects additional capacity in the year
from Triton Power {acquired on 1 September
2022, £220m adjusted operating profit) and
Keadby 2 (entered commercial cperation on
15 March 2023, £37m adjusted cperating
profit), and additional generation volumes
from SSE Thermal’s existing feet together
with higher power prices and a strong
performance in the balancing market. In
additicn, capacity market revenues — which
are unaffected by market prices — were
£33m higher compared to the pricr year.

This was partially offset by £97m of

hedge buy-back losses due to unplanned
outages — mainly arising from Great Island
CCGT but also the reduction in capacity
from Tarbert cil-fired station — as well as
higher operating costs and increases in
depreciation charges due to historic
impairment reversals recognised in
September 2021 and March 2022

Reported operating profit increased

by 75% to £1,089.5m in the year. The
acquisition in September 2022 of Triton
Power has resulted in a number of
exceptional items being recognised: a
£140.7m fair value uplift on acquisition
and a £172.0m fair value remeasurement
on operating derivatives (net of tax) were
mostly offset by a £{291 6)m impairment
charge reflecting the profitability delivered
to date by that business. These movements,
combined with a £85 1m gain on disposal
of Fiddlers Ferry land, a £17.8m reversal
of historic Great Island CCGT impairment
and an increase in the Joint Venture share
of interest and tax charges of £50.9m
account for the majority of the difference.
The prior year result included £333.3m of
excepticnal items, mainly comprising the
revarsal of historic impairment charges
relating to the Groups’ CCGT plants.
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Gas Storage: Adjusted operating profit
increased by 592% to £212 5m, compared
to £30.7m in the prior year. The higher and
mere volatile gas market price environment
during the year benefitted these assets
which operated on a merchant basis to
capture positive gas price spreads. In
normal market conditions, the seasonal
price spread cccurs between summer and
winter which results in minimal profitability
for this segment in the first half of the year.
However, due to low Russian gas supplies
and increased European demand as gas
stores were built up for winter, the usual
spread was inverted, with summer gas
prices higher than winter at peints during
the period. That inversion led to around
£46m of incremental profitability in the
first six months of the year. Aside from that
one-off benefit, the assets continued to
capture the usual summer-winter spread
while supporting vital energy security in
times of high gas demand across the winter.
Again, the strong performance of the Gas
Storage business affirms SSE's decision
during previous years when earnings were
weaker to continue investing in these
critical assets.

Reported operating profit increased by
99% to £249.2m in the year. In addition

to the movements above, the prior year
included an impairment reversal of £97.3m
compared to a £45.7m further reversal
during 2022/23 as historic impairment
charges against these assets were partially
reversed. in addition, the reported results
include a £{3.0)m revaluation loss on gas
held in storage, compared to a E(2.6)m loss
in the prior year.

SSE Business Energy: Adjusted and
reported profitability increased to £17.m
of profitin 2022/23 compared to a £{21.5)m
loss in the prior year. Market volatility since
the start of 2022 continues to create a
challenging environment for consumers
and consumer-facing businesses such

as Business Energy and Airtricity. With

the prior year loss including around

£34m of one-off charges relating to
non-recoverable Balancing System use

of Service 'BSUoS' costs and additional
mutualisation costs, 2022/23 has
democnstrated a recovery in underlying
profitability as the econemy continued to
emerge from the iImpact of coronavirus.

However, even with the UK Government's
EBRS support scheme, bad debt expenses
have increased by £(859.5)m from prior year
reflecting the deterioration of aged debt as
consumers’ finances are stretched.

SSE Airtricity: Adjusted profitability
decreased to £5.6m from £60.4m in the
prior year. Airtricity respended to the hugely
challenging circumstances faced by its
domestic energy customers during the
2022/23 financial year and — through a
combination of keeping tariffs as low as
possible for all consumers through not
passing through the full impact of wholesale
costs, a price freeze for financially
vulnerable consumers, customer support
funds and finally, in April 2023, a €35

rebate to each customer — honoured its
commitment not to make a profit in the year
in recognition of the cost-of-living crisis.
The cost of the €35 rebate will be reflected
in Airtricity’s financial results for 2023/24.

Reported profitability has decreased to
£5.2m from £60.4m in the prior year
reflecting the movements above as well
as a £{0.4)m share of interest and tax in
the current year from Joint Ventures.

Energy Portfolio Management: Adjusted
operating profit has increased to £80.4m
from a £{16.8)m loss in the prior year. EPM
continues to generate a relatively low level
of baseline cperating earnings through
service provision to those SSE businesses
reguiring access to the energy markets.,
However, in addition to this, the business

Is paermitted to take small optimisation
opportunities whilst managing liguidity and
shape on external trades. As outlined above,
these optimisation opportunities are subject
to strict internal VAR limits and controls.
The increase in profitability is mainly due to
the heightened volatility and price of power
and gas trades in the market, which has
driven higher profits from the trading and
optimisaticn activities for this business.

A reported operating loss of £{2,626.0)m
was recognised in the year, compared

to a £2,083.6m profit in the pricr year.

In addition to the movements above,

the reported operating result includes
the net remeasurement loss on forward
commodity derivatives in the period which
are fair valued in accordance with IFRS 9.
In line with previous years, this excludes
any remeasurement on ‘own use’
contracts and is unrelated to underlying
operating performance.

Distributed Energy: An adjusted operating
loss of £(27.4)m was recognised, compared
to a loss of £(10.9)m in the prior year. The
business continues to incur losses as it
invests to support business growth,
particularly in the solar and battery storage
business which will be reported under SSE
Renewables from April 2023,
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The reported operating loss of £(33.5)m has
increased from a prior year loss of £29.2m
which reflects the above factors partially
offset by a smaller £{6.1)m charge mainly
related to the sale of the Contracting and
Rail business in June 2021 compared to the
£18.3m charge recognised in the prior year.

Neos Networks: SSE's remaining 50% share
in the Telecoms business Neos Networks
Limited recorded an adjusted operating loss
of E{39.8}m compared to £(16.1)m in the
prior year, and a reported operating loss of
£{56.0)m compared to a loss of £{140.0)m
in the prior year. This result reflects the
losses incurred to support future business
growth, and includes a £37.7m impairment
of the Group's investment in that business
of which E31.8m has been treated as
non-exceptional.

Corporate unallocated: Adjusted operating
loss of £{87.0)m compares against a loss
of £(85.7)m in the prior year. Whilst there
continues to be an unwind of historic
transitional service agreements with

SSE Energy Services [disposed to Ovo

in January 2020}, Neos Networks {part-
disposed in January 2019} and SSE
Contracting (disposed to Aurelius in July
2021), the segment has aiso benefited
from a review of the corporate cost base
at the start of the year.

Reported operating loss of £(26.8}m
compares against a loss of £{113.5)m in the
prior year which included a E£(13.1)m adverse
revaluation adjustmment relating to the legacy
Gas Production decommissicning provision.
In the current year, a £50.5m positive
revaluation adjustment was recognised

on the same provision.

Adjusted Earnings Per Share

To menitor its financial performance
over the medium term, SSE reports on
its adjusted Earnings Per Share measure.
This measure is calculated by excluding the
charge for deferred tax, interest costs on
net pension liabilities, exceptional items,
depreciation on fair value adjustments,
revaluation adjustments to the retained
60% Gas Production decommissioning
cbligation and the impact of certain
remeasurements.

SSE's adjusted £PS measure provides an
important and meaningful measure of
underlying financial performance. In
adjusting for depreciation on fair value
adjustments, revaluation adjustments

to the retained 60% Gas Production
decommissioning obligation, exceptional
items and certain remeasurements,
adjusted EPS reflects SSE's internal
performance management, avoids the
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volatility associated with mark-to-market
IFRS 9 remeasurements and means that
items deemed to be exceptional due to
their nature and scale do not distort the
presentation of SSE's underlying results.
For more detail on these and other
adjusted items please refer to the
Adjusted Performance Measures

section of this statement.

In the year ended 31 March 2023, S5E's
adjusted Earnings Per Share on continuing
operations was 166.0p. This compares to
94 8p for the previous year and reflects
the movements in adjusted operating
profit cutlined in the secticn above.

Group financial outlook -

2023/24 and beyond

Financial outlook for 2023/24

The 2022/23 financial year saw 55E's
balanced portfolio of market-based and
economically-requlated businesses
successfully navigate the risks and
opportunities arising from the higher

and more volatile price environment. In
particular, the strong performance from
flexible thermal and hydro plant more than
offset the impact of the challenges faced by
onshore and offshore wind, namely lower
than expected windspeeds and construction
delays and the asscciated buy-back costs on
Seagreen offshore wind farm.

SSE remains focused on delivering long-
term sustainable financial performance.
And whilst energy prices and energy
price volatility have been reducing

from the highs of the last financial year,
SSE expects a relatively higher price
environment to endure.

Against this backdrop, S5E remains

confident that its businesses will continue

to deliver strong adjusted operating profit

in the 2023/24 financial year, specifically:

= For SSEN Transmission, increases to
the allowed revenue under RIIC-T2
combined with timing effects from
under-recoveries in the prior year are
expected to more than offset both
increases to the cost base as well as
the impact from an additional eight
months of earnings attributable to
mincrity interests.

+ For SSEN Distribution, increases to the
operational cost base are not expected
to be recovered until future periods
under the tariff setting process, with
allowed revenue therefore expected to
ke broadly flat.

« For SSE Renewables, assuming normal
weather and plant availability, SSE
expects to report around 12.5TWh
of generation output during 2023/24,
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excluding any output from the Dogger
Bank A wind farm which is expected to
achieve first power during the year ang
remains unhedged.

+ For 55E Thermal and Gas Storage,
assuming normal plant availability,
SSE expects adjusted operating profit
to be more than £750m as the full-year
effect from the additional Keadby 2 and
Triton Power capacity is combined with
a sustained higher price environment in
the medium-term.

Taking the above factors into account,
SSE currently expects to report full-year
2023/24 adjusted Earnings Per Share of
more than 150p.

SSE is fulfilling its commitment to growing
the 2022/23 dividend by RPIl and is
recommending a 96.7p full-year dividend in
line with that plan. Also in line with that plan,
in 2023/24, the dividend will be rebased to
60p in order to align future dividends with
SSE's ambitious growth profile.

Capital expenditure and investment in
2023724 is expected to exceed the £2 8bn
record investment in 2022/23, with the net
debt tc EBITDA ratic expected to be within
the 3.5x — 4.0x target range.

Net Zero Acceleration
Programme Plus

SSE is a purpose-led company, seeking
to provide the energy needed today
while building a better world of energy
for tomorrow. It is a long-term business
with a clear strategy aligned with the
transition to net zero.

In Novemiber 2021, SSE set out a five-year
capex plan that aligned capital allocaticn
with the Group's 2030 Goals and its
changing energy mix. This plan, referred to
as the Net Zero Acceleration Programme, or
NZAF, provided the optimal pathway at that
time to maximise total shareholder returns
from both earnings and asset value growth,
whilst remunerating shareholders through a
rebased dividend with attractive growth.

This plan and the targets contained within it
— which were partially updated in May 2022
to reflect the evidence of increasing value

creation potential — represented a floor, not
a ceiling, and were intended to position SSE
to take other opportunities as they emerge.

In the time since the NZAP was launched,
the global green transition has accelerated
as countries look towards providing energy
security by increasing their renewables and
low-carbon generation ambitions.
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NZAP Plus highlights

Key targets and ambitions NZAP [previous) NZAP Plus (new)
Five-year targets: to 2025/26 to 2026/27
- Capital investment (net) £12 5bn £18.0bn
- Adjusted Earnings Per Share CAGR 7-10% 13-16%

From 2020/21 875p  From 2021/22 94 8p

- Dividend growth beyond 2023/24 At teast 5% to 2025/26 Between 5-10% to

60p rebase 2026/27
— Net debt/EBITDA expectations Below 4.5x Between 3.5-4x
— Net installed Renewable capacity Around BGW More than 9GW
— Net Networks RAY >E9bn £12-14bn
Ten-year ambition: to 2030/31 to 2031/32
- Net installed Renewable capacity >13GW >16GW
- Netinstalled low-carbon flexible capacity >3GW* >2GW
— Net Networks RAV =£14bn =£20bn

* Included Distributed Energy capacity from Solar b Battery, now included within Renewable capacity ambition,

It is against this backdrop, and in light of
recent business performance, that SSE now
expects to meet or exceed the original
NZAP financial targets. SSE has therefore
announced an ‘"NZAP Plus’ which rolls the
plan forward by 12 months and upgrades
the targets, ambitions and investment mix
to match the enhanced opportunity.

Upgraded capital investment plan to 2027

The NZAP Plus is a five-year £18.0bn capital

investment plan to 2026/27 — mainly driven

by new growth {c.£2.2bn or ¢.20%) but also
updating for supply chain cost increases

{c.£2.0bn or ¢.15%), removal of the

Distribution minority interest assumption

{c.£0.6bn or ¢.5%} and project phasing

{c £0.7bn or ¢.5%). This increase - which

collectively represents an increase of over

40% on the NZAP - is focused on:

» Regulated electricity networks (¢.50%)
SSEN Transmission (c.30%) will
comprise the majority of expected
investment in electricity networks, as the
RIIO-T2 baseline investment programme
has increased thrcugh uncertainty
mechanism projects such as the Skye
and Crkney subsea links. Whilst the
majerity of Ofgem'’s Accelerated
Strategic Transmission Investment (ASTI)
frarmework will be delivered towards the
end of the decade, the five-year plan aiso
includes early construction costs as these
projects are progressed. As such, SSEN
Transmission invesgment is expected to
increase to over £5bn from over £3bn
in the previous plan, net of the 25%
Mincrity Interest share, driving the gross
Regulatory Asset Value (RAY') to between
£8-9bn by the end of 2026/27, and
deliver expected adjusted operating
profits of at least £400m on average
across the five year plan.

Whilst SSEN Distribution (¢.20%) has
a lower share of networks investment,
the absolute amount of investment is
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increasing with around £3.5bn of expected
investment compared to around £2bn
in the previous plan. This increase
reflects 100% ownership of the business
over the period, and is driven by the
E3.6bn of totex in the RIIO-ED2 Final
Determination, which runs from April
2023 to March 2028, with the potential
for additiconal investment in other net
zero-aligned projects to meet the
increasing electrification demands of
consumers. This investment 15 expected
to drive the gross RAY to between
£6-7bn by the end of 2026/27, and
deliver expected adjusted operating
profits of at least £450m on average
across the five year plan.

Overall, as SSEN Transmission and SSEN
Distribution continue to form a key

patt of the low-carbon electricity core in
SSE, the total electricity networks RAV is
expected to increase from £8.2bn at the
start of the plan to between £14-16bn by
the end, of which SSE's share after Minority
Interest is expected to be between
£12-14bn. On a gross basis, this equates
to a c.14% compound average growth

rate (CAGR’) over the five-year plan.

Renewable energy generation {c.40%}
Since November 2021, SSE Renewables
has continued to grow its secured
pipeline of projects — which currently
stands at ¢.15GW - and also the quality
and diversity of these prospects. With a
continued focus on financial discipline
through targeting attractive returns on
new projects, it is expected that around
5GW of additicnal net capacity will be
added across the five-year plan, with net
installed capacity of more than SGW by
March 2027. This growth will be fulfilled
through a diverse mix of technologies,
with an increasing nurmber of attractive
battery and solar projects adding to SSE
Renewables core hydro, anshore and
offshore wind projects. The incremental
capacity, combined with changing mix

and inflationary impacts, means around
£7bn of net investment is expected
across the five-year pericd - a £2bn
increase on the expected investment

in the previous plan — and is expected to
drive a ¢.20% adjusted operating profit
CAGR across the five year plan subject
to normal weather and a ¢.£85/MWh
baselead power price in 2026/27.

« Low-carbon flexible thermal generation
and other businesses (c.10%)
The extrerme volatility seen in energy
markets over the last year has made
it clear that investment in flexible,
low-carbon thermal generation - such
as sustainable biofuels, carbon capture
and storage and ultimately hydroger —
will be critical to society in the transition
to net zero as a counterbalance for
increasing intermittent renewables
generation. The NZAP Plus expects to
invest up to £2.5bn in SSE Thermal's
increasing pipeline of low-carbon
flexible generaticn prospects, which
currently stands at around 5GW across
a range of technolcgies, and deliver
expected adjusted operating profits
of around £500m on average across
the remaining four years to 2026/27.

The remaining cagital investment will
be spent across SSE's corporate centre,
distributed energy and customers
businesses, which remain part of a
very deliberate business model with
each playing its own role in delivering
SSE's net zero-focused strategy.

With around 90% of the NZAP Plus
expected to be invested in renewables
and networks, the substantial majority of
the investment plan is focused on climate
solutions to achieve S5E's interim 2030
Goals which are linked to material UN
Sustainabte Development Goals (SDGs),
and itis aligned to the Technical Screening
Criteria of the EU Taxonomy.

Maintaining disciplined investment

at attractive returns

The changing investment mix within the

NZAFP Plus reflects SSE's focus on allocating

capital based on clear internal investment

criteria intended to maximise total
sharehofder returns whilst ensuring strategic
alignment with SSEs het zero electricity
focus. This investment criteria includes:

= Strategic fit - aligned with SSF's
commitment to its 1.5-degree science-
based carbon targets, business mix
and capabilities;

+  Optimum mix - balancing risk and
returns through a mix of economically
regulated and unregutated, market-
based assets; and

+ Targeted returns - focusing investment
on high-guality assets where S5E's
capabilities can deliver favourable risk-
adjusted project returns, namely targeting:
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—~ Onshore wind and solar: returns
between 50-300bps over WACC for
unlevered projects, depending on the
balance of merchant, technology and
canstruction risk for each project;

— Offshore wind: more than 11% equity
returns (excluding developer profits)
for project financed developments;

— Networks: between 7-9% return
&n equity, assuming a level of
cutperformance, CPIH inflation
of 2% p.a. and an average gearing
ratio of 60%;

- Emerging technologies: between
300-500bps over WACC for
unlevered projects, reflecting
the expected increased risk on
newer, first-of-a-kind technologies
including carbon capture and
storage, hydrogen-fuelled
generation and battery storage.

These investment criteria — and targeted
returns — are applied in both domestic and
overseas markets.

Updating the growth-supporting
dividend plan

The original NZAP set cut a five-year
dividend plan to support accelerated growth
by confirming previocus commitments o
target dividend incrcases in line with RFI for
2021/22 and 2022/23, before rebasing to 60
pence in 2023/24 and targeting at least 5%
dividend increases in 2024/25 and 2025/26.

The Board has delivered on this dividend
commitment for 2021/22 and 2022/23
and continuas to consider that the rebased
dividend to 60 pence in 2023/24 supports
SSE's ongoing ambitions to accelerate
investment in the assets required to reach
net zero.

The capital allocation outlined in the NZAP
Plus is expected to drive a 13-16% Group
adjusted Earnings Per Share CAGR over the
frve-year plan - against the 2021/22 baseline
of 94.8 pence — with around 50% of adjusted
EBITDA expected to be underpinned by
index-linked revenue streams.

The NZAP Plus extends the original NZAP
dividend plan to 2027 and, reflecting the
SSE Board's confidence in future earnings
growth, now sets cut a commitment to
target dividend increases of between 5

to 10% per year in 2024/25, 2025/26 and
2026/27. This updated dividend plan aims
to balance income to shareholders with
funding and a strong investment grade
credit rating alongside an upgraded
investment plan that will ultimately
create greater value and total returns for
shareholders over the long term. This plan
also retains the scrip dividend option for
shareholders with the cap on take-up still
set at 25% and implemented if necessary
by means of a share buyback.
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A fully-funded plan, supported by

a strong balance sheet

Through effective capital allocation, raising
debt at highly attractive terms, capital
recycting and untocking value through
partnerships, SSE continues to demonstrate
that it can take advantage of the accretive
opportunities it creates. It has a proven
ability to realise value from disposals, create
sustainable earnings growth and maintain
strong investment grade credit ratings — all
whilst aligning with a 1.5-degree pathway.

The Group's business mix, future capital
investment and funding plans are designed
to ensure that it retains an investment
grade credit rating which provides capacity
to reach a 4.5x net debt/EBITDA ratio.

The financial strength of the Group means
that it expects to be within an average of
3.5-4.0x net debt/EBITDA across the
five-year plan.

More ambitious targets to 2032

The upgraded targets and ambitions within
the NZAP Plus previde the platform for
SSE's businesses to grow substantialty
through the remainder of the decade, and
are necessary to deliver the Group’s 2030
Goals and associated 1.5 degree aligned
carbon targets.

Financial Statements

Looking further ahead, SSE is therefore also

rolling forward and upgrading key targets

for the 10 years to 2032 as set out below:

+ Afourfold increase in SSE's owned
renewablies capacity to over 16GW
(net) from ¢ .4GW today,

+ Delivering more than 2GW of net
installed low-carbon flexible thermal
capacity;

+ Anincrease to more than £2CGbn (net)
in S5E's electricity networks RAV, from
£8.2bn (gross) in March 2022, equivalent
to a 14% gross RAV CAGR.

Disposal of minority stake

in networks

The selected use of partherships remains a
xey part of SSE's strategy: to spread risk and
financial exposure; to unlock value whilst
avoiding nan-earning debt; and to enable
future investment and growth.

During 2022/23, the Group completed a
25% minority interest disposal of the SSEN
Transmission business to Ontario Teachers’
Pension Plan Board for consideration of
£1,465m at a premium to RAV of around
1.9x at 30 September 2022.

Supplemental financial information

Adjusted investment and capex summary

March March March
2023 2023 2022
Share % £m fm
SSEN Transmission (excluding 25% Ml from 1 Dec 2022} 23% 4555 614.4
SSEN Distribution 19% 421.0 364.8
Regulated networks total 42% 916.5 979.2
SSE Renewables 39% 837.5 811.0
SSE Thermal 7% 153.2 123.4
Gas Storage - 6.3 21
Thermal Total 7% 159.5 125.5
Energy Customer Solutions 2% 49.4 398
Energy Portfolio Management - 47 2.4
Distributed Energy 6% 1247 266
Corporate unallocated 4% 68.3 78.7
Adjusted investment and capital expenditure,
before refunds 100%  2,160.6 2,063.2
Project finance development expenditure refunds - {136.7)
Adjusted investment and capital expenditure 2.160.6 1,926.5
Acquisitions 642.7 141.3
Adjusted investment, capital and acquisitions
expenditure 28033 2,0678

Notes: 2021722 restated to recognise Keadby 2 pre-commissioning revenues and costs in Income Statement
following adoption of amendments to [AS 16 Property, Plant and Equipment — Proceeds Before Intended Use.
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This successful transaction reflected both
the current value and significant growth
potentiat of SSEN Transmission as one of
Europe's fastest growing transmission
networks, with the proceeds released by
the sale supporting the significant growth
and investment across the Group.

While the November 2021 NZAP assumed
that a similar 25% minority stake in the SS5EN
Distribution business would be disposed by
the 2025/26 financial year, SSE consistently
reviews strategic options and direction and
the NZAP Plus ptan now reflects retaining
100% of the business. Strategies evolve
and a significant strengthening of SSE's
balance sheet and an upgraded NZAP

Plus investment ptan which remains well
balanced are the main factors contributing
to the Board assessment that continuing to
hold 100% of SSEN Distribution is the right
strategy at this time.

SSEN Distribution is a high-quality, core
business for the Group and will make

a significant contribution to delivering
sustainable long-term value as it plays a key
role in enabling net zero for consumers.

SSE's capital expenditure
prograimme

During the year to 31 March 2023,

5SE’'s adjusted investment, capital

and acquisitions expenditure totalled
£2,803.3m, representing an increase of
36% versus the prior year. Included within
the amount recorded are acguisitions
totalling £642.7m of which £519.5m is in
respect of the Southern European onshore
wind development platform acquisition and
£123.2m in respect of S5E's share of the
purchase of Triton Power, both transactions
completed on 1 September 2022.

The remaining investment was delivered
mainly by SSE's Renewables, Networks
and Thermal business units including the
highlights discussed below.

In SSEN Transmission, the second year

of RIIO-T2 saw deployment of a further
£495.5m of capex (SSE share, excluding 25%
from 1 December 2022 onwards), including
£152m on the Shetland connection with
160km of the total 260km subsea cable
which will connect the Shettand islands to
the GB Transmission systemn now installed.
In addition, £144m of spend was invested
progressing the East Coast development
oroject which will increase the overhead
lines from 132kV to 275kV and ultimately

to 400kV, as well as a further ES5m on the
Argyll project.
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In the final year of RIIO-ED1, SSEN
Distribution invested £178m in the North
networks across a broad range of projects,
with additional reinfercement spend
needed following storm damage in FY22.
SSEN Distribution's SHEPD network
delivered investment of £ 10m to upgrade
infrastructure at Aultbea-Ullapool and E5m
on Islay to maintain and enhance network
reliability to these island communities.
Both projects are under way and will be
complete by 2023/24. Further south, major
capital investment continued in the SEPD
network with a total spend of £243m in the
period, including upgrades to the network
in Bordon and Alton to enhance resilience
and future proot it for predicted uptake in
consumer led low-carbon-technology.

Significant expenditure was delivered on
SSE Renewables’ flagship construction
projects, including £339m of equity
drawdown for Seagreen Offshore
Windfarm, as the development progresses
towards commercial operations over the
summer of 2023. Construction of Viking
wind farm on the Shetland islands has
continued according to plan, with an
additional £202m deployed, the Ffirst
turbine erected in April 2023 and the
project on track to achieve commercial
operations in Summer 2024, while all
spend on the Dogger Bank wind farm

in the year was funded by debt raised

at the project level, and therefore not
included in SSE's adjusted investment,
capital and acquisitions expenditure.

SSE Renewables — GB wind and hydro

in SSE Thermal, around E88m was invested
on the development of the SOMW Slough
Multifuel station, a joint venture with CIP,
which is progressing towards handover
during 2024/25. As well as around £20m of
residual spend on Europe’s most efficient
gas fired station at Keadby 2, which entered
commercial pperation on 15 March 2023,
limited early development expenditure en
Keadby 3 was included within Thermal's
reported number.

SSE's hedging position at

31 March 2023

SSE has an established approach to hedging
through which it generally seeks to reduce
its broad exposure to commaodity price
variation at least 12 months in advance of
delivery. S5E continues to monitor market
developments and conditions and alters its
hedging approach in response to changes in
its exposure profile, such as the acceleration
of hedging by SSE Renewables previously
disclosed in May 2022. SSE will continue to
provide a summary of its hedging approach,
including details of any changes in the
period, within its Interim and Full-year
Results Statements.

A summary of the hedging position for
each of S5E's market-based businesses is
set out below.

The following table provides an update for S5E's GB Wind and Hydro generation hedge
positions against the forecast merchant volume exposure as at 31 March 2023

2021/22  2022/23  2023/24  2024/25 202526

Wind Expected volume - TWh 4.2 53 6.5 6.8 6.8

Volume hedged — % 85% 1% 85% 77% 17%
Proportion of hedge in

electricity - % 100% 62% 68% 30% 20%

Hedge price - EMWh E48 £54 £75 f£115 £116

Hydre Expectedvolume — TWh 26 35 35 36 3.6

Volume hedged ~ % 83% 85% 85% 68% 23%
Proportion of hedge in

electricity — % 100% 100% 84% 31% 10%

Hedge price — £/MWh E50 £63 £86 E113 £113

Note. where gas and carbon trades have been used as a proxy for electnaity, a constant IMWh - 6§ 444 th and
1MWH - 03815 te/MWh conversion ratio between commodities has been applied.

The expected volumes include SSE's equity
share of forecast pre-CFD volumes from
Seagreen offshore wind farm. No volumes
have yet been included for Viking onshore
wind farm nor Dogger Bank offshore wind
farm as hedging for these assets has not
commenced.

The table excludes additional volumes and
income for BM activity, ROCs, ancillary
services, capacity mechanism and shape
variations and optimisations. It also excludes
volumes and income relating to Irish wind
output, pumped storage and CfDs.
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Energy output hedges for both wind and
hydro are progressively established over
the 36 months prior to delivery (although
the extent of hedging activity for future
periods depends on the level of available
market depth and liquidity). Normal target
hedge levels continue to be achieved
through the forward sale of either
electricity, or gas and carbon equivalents.
Where the market depth and liquidity
significantly differs between gas and
carbon, the hedging approach allows —
for any time period — for the separate
forward sale of either commodity where it
is believed that it would reduce risk against
or secure value for generation assets. This
has not been applied to date.

This approach aims to reduce the exposure
of these wind assets to volatile spot power
market outcomes whilst still providing an
underlying commodity price hedge. When
gas-and-carbon hedges are converted
into electricity hedges a ‘spark spread’ is
realised which can lead to changes in the
average hedge price expected. This can
increase the previously published average
hedge price, as has been seen in 2022/23,
or decrease it.

For wind energy output, SSE's established
approach to hedging seeks to account for
the effect of the 'wind capture price’ by
targeting a hedge of less than 100% of its
anticipated wind energy output for the
coming 12 months. The targeted hedge
percentage is reviewed and adjusted as
necessary to reflect any changes in future
market and wind capture insights. The
last such revision occurred in March 2022,
with around 90% of the anticipated energy
output from wind for the coming twelve
meonths being hedged from that date.

The approach to hedging hydro energy
output remains unchanged at approximately
85% of its anticipated energy output for the
coming twelve months.

GB Thermal: In the six months pricr to
delivery, SSE aims to hedge all of the
expected economic output of its CCGT
assets, having progressively established this
hedge over the 18 months prior to delivery.

This hedging approach is adjusted to take
into account any changes in exposures as a
result of current market conditions, such as
the plant availability exposure, counterparty
credit risk, and changes to cost of capital
for collateral.

Hedging activity also depends on the
availability of sufficient market depth and
liquidity, which can be limited, particuiarly
for periods further into the future.

Directors' Report

Gas Storage: The assets are being
commercially operated to optimise value
arising from changes in the spread between
summer and winter prices, market volatility
and plant availability. At 31 March 2023,
125.6mTh of gas inventory was physically
held which represents ¢.65% of SSE's share
of capacity {at 31 March 2022, 0.9mTh of
gas inventory representing ¢.1% of S5E's
share of capacity).

UK Business Energy: The business supplies
electricity and gas to business and public
sector customers. Sales to contract
customers are hedged: at point of sale for
fixed contract customers; upon instruction
for flexi contract customers; and on a
rolling hedge basis for tariff customers.

Given the pricing and macro-economic
context, Business Energy is dynamically
monitoring nearer term consumption
actuals for any early signs of demand
variability and adjusting future volumes
hedged accordingly.

Financial Statements

Energy Portfolio Management (EPM): EPM
provides the route to market and manages
the executicn for all of SS5E's commeodity
trading cutlined above (spark spread.
power, gas, oil and carbeon). This includes
monitoring market conditions and liquidity
and reporting net Group exposures. The
business operates under strict position
limits and VAR controls. There is some
scope for small position-taking to

permit EPM to manage around shape and
liquidity whilst taking small cptimisation
opportunities. This is contained within a
tetal VAR limit of £5m.

ireland: Vertical integration of the
generation and customer businesses in
Ireland limits the Group's commoedity
exposure in that market.

Summarising movements on exceptional items and

certain remeasurements
Exceptional items

In the year ended 31 March 2023, SS5E recognised a net exceptional charge within
continuing operations of £{C.4)m before tax. The follewing table provides a summary
of the key components making up the net charge:

Total
Exceptional crecits/(charges) within continuing operations Em
Thermal Electricity Generation historic impairment reversal 178
Gas Storage historic impairment reversal 457
Fiddlers Ferry land sale 89.1
Triton Power Joint Venture bargain purchase gain and impairment {150.9)
Neos Networks impairment {59}
Reversal of previously recognised exceptional charges or judgements 38
Total exceptional charge (0.4}

Naote: The defimtion of exceptional items can be found in note 3.2 of the Financial Statements.

In addition to the above exceptional items from continuing operations, a net exceptional
gain within discontinued operations of £35.0m after tax was recognised. This related to
the release of a provision following further clearance granted in respect of the Group's
disposal of its Gas Production business which completed on 14 October 2021.

For a full description of exceptional itermns, see note 7 of the Financial Statements.

Certain remeasurements

In the year ended 31 March 2023, SSE recognised an adverse net remeasurement within
continuing cperaticns of £(2,351.5)m before tax. The following table provides a summary
of the key components making up the adverse movement:

Total
Certain remeasurements within continuing cperations £m
Operating derivatives {including Jeint Ventures, net of tax) (2.544.4)
Commodity stocks held at fair value (9.0}
Financing derivatives 2019
Total net adverse remeasurement (2,351.5)
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Operating derivatives

SSE enters inta forward purchase contracts
{for power, gas and other commaodities)

to meet the future demands of its energy
supply businesses and to optimise the
value of its generation assets. Sorme of
these contracts are determined to be
derivative financial instruments under IFRS
S 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 value

of these forward contracts separately a3
this mark-to-market movement does not
reflect the realised operating perfermance
of the businesses. The underlying value

of these contracts is recognised as the
relevant commeodity is delivered, which
for the large majority of the position at

31 March 2023 is expected to be within
the next 6 — 12 months.

The change in the cperating derivative
mark-to-market valuation was a £(2,544 4Im
adverse movement from the start of the
year, reflecting a £{2,708.2)m adverse
movement on fully consolidated operating
derivatives offset by a £163.8m share of
positive movement on derivatives in jointly
controlled entities (net of tax} which mainly
results from commodity hedging within the
Triton Power Joint Venture.

The adverse movement of £{2,708.2}m on

fully consolidated operating derivatives

includes:

= Settlement during the year of £272.0m
of previously net ‘out-of-the-money’
contracts in line with the contracted
delivery periods; and

» An adverse net mark-to-market
remeasurement of £{2,980.2)m on
unsettled contracts, largely entered
into during the course of 2021/22 and
2022/23 and in line with the Group's
stated approach to hedging. This
mark-to-market remeasurement —
which compares to a £3,527.2m positive
movement in the prior year — reflects
the extreme volatility seen in commaodity
markets during the period.
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As in prior years, the reported result does
not include remeasurement of ‘own use’
hedging agreements which do not meet the
definition of a derivative financial instrument
under IFRS 8 ‘Financial Instruments’.

Commodity stocks held at fair value
Gas inventory purchased by the Gas
Storage business for secondary trading
opportunities is held at fair vatue with
reference to the forward month market
price. The £{9)m adverse movement in the
year reflects the increase in the underlying
volumes of gas held at year end have been
negatively impacted by lower forward
market prices.

However, whilst this moverment reflects
the net change in fair value of physical gas
inventory held at the year end, it does not
take into account any positive or negative
mark-to-rnarket movement on forward
contracted sales. Therefore, similar to
derivative contracts held at fair value,

we do not expect that all of this valuation
movement will be realised by the business.

Financing derivatives

In addition to the movements above, a
positive movement of £201.9m was
recognised on financing derivatives in the
year ended 31 March 2023, including
mark-to-market movements on cross-
currency swaps and floating rate swaps that
are classed as hedges under |AS 39. These
hedges ensure that any movement in the
value of net debt is predominately offset by
a movement in the derivative positicn. The
adjustment was primarily driven by higher
interest rates driving significant reductions
in the 'out of the money’ position on 55E's
fixed rate swaps, in addition to settlement
of previously ‘'out-of-the-money’ contracts
in line with the contracted delivery periods.

Thease remeasurements are presented
separately as they do not represent
underlying business performance in the
period. The result on financing derivatives
will be recognised in adjusted profit before
tax when the derivatives are settled.

Reported profit before tax and
Earnings Per Share

Taking all of the above into account,
reported results for the year to 31 March
2023 are significantly lower than the
previous year. In addition to the £(2,351.5)m
net pre-tax loss on forward ccmmodity,
gas inventory and financing derivative fair
value remeasurements and the £{0.4)m net
pre-tax exceptional charge noted above

- reported results also include £16.2m of
interest Income on the net pension asset.

Reported results in the prior year reflected
pre-tax certain re-measurement gains of
£2.118.8m mainly driven by the significant
volatility in commodity markets in the prior
year, as well as pre-tax exceptional items
of £305.0m mainly driven by the reversal
of historic SSE Thermal and Gas Storage
impairment charges, and £7.6m of interest
income on the net pension asset.
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Financial management and balance sheet

Debt metrics

Financial Statements

March  September March

2023 2022 2022

Net Debt/EBITDA* 2.7x N/A 4.0x
Adjusted net debt and hybrid capital (Em) (8.894.1) (9,988.6) (8,598.2)
Average debt maturity (years) 6.4 6.5 6.8
Adjusted interest cover 7.6x 4.2x 4.0%
Average interest rate for the period (exciuding JV/assoc. interest and all hybrid coupon payments) 3.35% 3.25% 3.29%

Average cost of debt at period end (including all hybrid coupon payments)

3.92% 3.83% 3.81%

* Note: Net debt represents the group adjusted net debt and hybrid capital. EBITDA represents the full year group acdjusted EBITDA, less £147m (at March 2023) for the
proportion of adjusted EBITDA frem equity-accounted Joint Yentures relating to project financed debt.

Net finance costs reconciliation

March March
2023 2022
£m £m

Adjusted net finance costs
Add/(less):
Lease interest charges

Notional interest arising on discounted provisions

Hybrid equity coupon payment

Adjusted finance costs for interest cover calculation

345.6 372.8

(29.4) (30.4)
(22.1) (57)
38.8 50.7
3329 3874

SSE principat sources of debt funding

March September  September

2023 2022 2021
Bonds 54% 52% 55%
Hybrid debt and equity securities 18% 18% 21%
European investment bank loans 5% 7% 7%
US private placement 10% 10% 9%
Shert-term funding 9% 10% 5%
Index-linked debt 4% 3% 3%
% Of which has been secured at a fixed rate 92% 92% 96%

Rating Agency Rating Criteria Date of Issue
Moody's Baal ‘stable outiook’ ‘Low teens’ Retained Cash Flow/Net Debt March 2023
Standard and Poor’s BBB+ ‘positive stable’ About 18% Funds From Operations/Net Debt  December 2022

Maintaining a strong
balance sheet

A key objective of S5E's long-term approach

to balancing capital investment, debt
issuance and securing value and proceeds
from dispesals is by maintaining a strong
net debt/EBITDA ratio. SSE calculates this
ratio based on a methodology that it
believes best reflects its activities and
commercial structure, in particular itg
strategy to secure value from partnering
by using Joint Ventures and non-recourse
project financing.

SSE considers it has the capacity to reach
a ratio of up to around 4.5x, comparable
with private sector utilities across Europe,
whilst remaining above the equivalent
ratios required for an investment grade
credit rating.

While there may be short-term fluctuations
in leverage as demonstrated by the 2.7 net
debt/EBITDA achieved at 31 March 2023
(2022: 4.0x), it is expected that this ratio will
generally fall between 3.5 — 4.0x across the
five years to 31 March 2027,

SSE's S&P credit rating were updated in
December 2022 to at BBB+ ‘positive outlook’
and its Moody's rating remains at Baal with
‘stable outlook’.

Adjusted net debt and hybrid capital
SSE's adjusted net debt and hybrid capital
was £8.9bn at 31 March 2023, up from
£8.6bn at 31 March 2022. In addition to
dividends, capex spend and revaluation

of currency debt as weli as various working

capital movements, this movement

includes the completion of two acquisitions
and one divestmment during the year:

+ InSeptember 2022, S5E Renewables
completed the acquisition from Siemens
Gamesa Renewable Energy of an
onshore development platform across
Spain, France, ltaly and Greece for a
consideration of €580m (£519.5m}; and

+ In September 2022, SSE Thermal,
alongside Equinor as 50/50 partners,
completed the acquisition of the Triton
Power portfolio with SSE's share of the
purchase being £123.2m.

+ in December 2022, a 25% Minority
Interest stake in S5EN Transmission was
disposed of, with £1.46bn of proceeds
received from Ontario Teachers Pension
Plan.

Debt summary as at 31 March 2023
The SSE Group issued £1.7bn of hybrid
capital and new medium- long-term debt
in the year ended 31 March 2023 whilst also
significantly increasing short-term debt
capacity in the form of Commercial Paper:
« InMarch 2022, the SSE Group through
its SSEN Transmission entity priced and
committed to a E350m dual tranche
private placement, being a £175m
10-year tranche at 3.13% and £175m
15-year tranche at 3.24% giving an all-in
average rate of 3.19%. The proceeds
were received on 30 June 2022.
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« In April 2022, SSE ple issued a €1bn
NC6 equity accounted hybrid bond at
4% to refinance the dual tranche debt
accounted hybrid bonds issued in March
2017 SSE has taken advantage of the
3-month par call option on these 2017
hybrid bonds, meaning they were repaid
on 16 June 2022 in advance of the first
call date. The €1bn equity accounted
hybrid bond has been kept in Euros and
the proceeds were used to cover the
portion of the maturing hybrid that was
originally swapped te Euros (€575m) and
to finance a portion of SS5E Renewables’
European onshore development
platform acquisition as noted above.

» In August 2022, SSE plc issued a 7 year
€650m Eurobond at a coupon of 2.875%
which was left in Euros as part of ocur
net investment hedge in overseas assets
held in that currency. The bond was 8
times oversubscribed which ailowed SSE
to secure a highly competitive rate for
the issuance.

+ Over the course of the year, SSE plc
rolled maturing short-term debtin the
form of Commercial Paper in addition to
raising a further £0.4bn, which takes the
total outstanding Commercial Paper at
31 March 2023 to €1,376m (E1,048m).
Commercial Paper has been issued in
Euros and swapped back to Sterling
at an average cost of debt of 4.53%
and matures between April 2023 and
June 2023.

In addition to the March 2017 hybrid bonds
which were called in June 2022 as noted
above, a further £613m of medium-to-
long-term debt has matured in the year
comprising £163m {US Private Placement}
which matured in April 2022, £300m
{Eurobond) which matured in September
2022 and £150m European Investment
Barik fixed rate loan which matured in
October 2022. In the next twelve months,
there is a further £719m of medium-to-
long-term debt maturing being £50m
(Eurcpean Investment Bank} maturing in

August 2023, £35m maturing in April 2023
and £120m maturing in September 2023
(both US Private Placements} and a €700m
bond maturing in September 2023. Despite
this, the Group expects to have minimal
long-term debt refinancing requirements
to 2024/25, given expected asset disposal
proceeds. As noted above, a further
€1,048m (£929m) of short-term debt in
the form of Commercial Paper is also due
to mature in the second half of 2023/24,
however the current intention is te roil

this maturing short-term debt forward
throughout the 2023/24 financial year.

Hybrid bonds summary as at

31 March 2023

Hybrid bonds are a valuable part of 55E's
capital structure, helping to diversify SSE's
investor base and most importantly to
support credit rating ratios, with their 50%
equity treatment by the rating agencies
being positive for S5E's credit metrics.

A summary of SSE's hybrid bonds as at
31 March 2023 can be found below:

issued Hybnd Bond Value* Allin rate? First Call Date Acceunting Treatment
July 2020 £600m 3.74% Apr 2026 Equity accounted
July 2020 €500m (£453m) 3.68% July 2027 Equity accounted
April 2022 €1bn (£831m) 4.00% Apr 2028 Equity accounted

1 Sterling equivalents shown reflect the fixed exchange rate on date of receipt of proceeds and I1s not subsequently revalued.
2 Allin rate reflects coupon on bonds plus any cost of swap into sterling wiich currentty only applies te July 2020 Hybrid.

Further details on each hybrid bond can be found in notes 21 and 22 to the Financial Statements and a table noting the amounts, timing
and accounting treatment of coupon payments is shown below:

Hybrid coupon payments

2023724 2022123
HYe FYe HYa FYa
Total equity {cash) acccounted E74m £74m £3%m £39m
Total debt {accrual) accounted - - E21m £21m
Total hybrid coupon £74m £74m E60m £60m

SSE's July 2020 and April 2022 hybrid bonds
are perpetual instruments and are therefore
accounted for as part of equity within the
Financial Statements but, consistent with
previous years, have been included within
SSE's ‘Adjusted net debt and hybrid capital’
to aid comparability. The March 2017

hybrid bonds which were called and

settled in 2022/23 had a fixed redemption
date and were therefore debt accounted
and included within Loans and Other
Borrowings; as such they were already part
of SSE's adjusted net debt and hybrid capital.

The coupon payments relating to the
equity accounted hybrid bonds are
presented as distributions to cther equity
holders and are reflected within adjusted
Earnings Per Share when paid. The coupon
payments on debt accounted hybrid bonds
are treated as finance costs under IFRS 9
‘Financial instruments’.
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Managing net finance income/(costs)
SSE's adjusted net finance costs — which
includes interest on debt accounted hybrid
bonds but not equity accounted hybrid
bonds — were £345.6m in the year ended
21 March 2023, compared to £372.8m in
the previous year. The lower levet of finance
costs from year to year mainly reflects lower
levels of net debt dunng the financial year
given proceeds from the disposat of Scotia
Gas Networks on 22 March 2022 (E1,225m]
and a 25% minority interest stake in SSEN
Transmission on 30 November 2022
(£1,465m).

Reported net finance income was £5%.3m
compared 1o a reported net finance cost of
E£273.2m in the previous year, reflecting the
movements above as well as the £201.9m
positive movement on financial derivatives
previously referenced.

Summarising cash and cash equivalents
At 31 March 2023, SSE's adjusted net debt
included cash and cash equivalents of
£0.9bn, down from £1.0bn at March 2022.

The cash collateral position hasg increased
from £74.7m of cash provided as collateral
at 31 March 2022 to £316.3m of cash
provided at 31 March 2023, Cash collateral
is only required for forward commodity
contracts traded through commodity
exchanges, and generally comprises an
‘initial margin’ element based on the size
and period of the trade and a 'variation
margin’ element which will change from
day to day depending on the fair value

of that trade each day. The level of cash
collateral either provided or received
therefore depends on the volume of
trading through the exchanges, the periods
being traded and the associated price
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volatility. As collateral is only required

on a portion of trades, the movement in
collateral provided or received will not
correlate to the IFRS G fair value movement
recognised, which also only covers a
portion of the total Group trading activity.
The cash collateral position had increased
at 31 March 2023 due to the continued
higher forward power and gas price

Directors' Report

environment, alongside heightened
price volatility in those markets. The
collateral position is lower than earlier

in the financial year as volatility and risk
factors have reduced, although prices do
remain heightened when compared to
previous years.

Financial Statements

Revolving credit facility/

short-term funding

SSE has £3.5bn of committed bank facilities
in place to ensure the Group has sufficient
liquidity to allow day-to -day operations
and investment programmes to continue in
the event of disruption to Capital Markets
preventing SSE from issuing new debt for a
pericd of time. These facilities are set out in
the table below.

Date lssuer Cebt type Term Value

Mar 19 SSE plc Syndicated Revolving Credit Facility with 10 Relationship Banks 2026 E13bn
Oct 19 SSE plc Revolving Credit Facility with Bank of China 2026 E£200m
Nov 22 SHET plc Syndicated Revolving Credit Facility with 11 Relationship Banks 2025 E£750m
Nov 22 SHEPD plc and SEPD ple  Syndicated Revolving Credit Facility with 11 Relationship Banks 2025 E£250m
Feb 23 SSE ple Syndicated Revolving Credit Facility with 10 Relationship Banks 2024 £1.0bn

Ahead of the 25% mingrity interest stake
disposal, SSEN Transmission entered a
three-year E750m facility and SSE
Distribution entered a similar 3 year £250m
facility, both having two cne-year optional
extensions. These facilities were entered
into to help cover the future long-term
funding requirements and the working
capital of those businesses as they look

to become financially independent of the
Group. The facilities will therefore support
the ongoing capital expenditure investment
programmes that are required to deliver
their ambitious future growth plans and
will be drawn on a regular basis.

The new £1bn facility signed in February
2023 was executed to cover potential cash
collateral requirements required to cover
commodity position on exchanges or via
credit support annex’s on bilateral contracts.

The facilities can also be utilised to cover
short-term funding requirements; however,
the majority remain undrawn for most of
the time and at 31 March 2023, £100m was
drawn on the new £750m Scottish Hydro
Electric Transmission ple facility.

The two SSE plc facilities totalling £1.5bn
that mature in 2026 are classified as
sustainable facilities with interest rate and
fees paid dependant on SSE's performance
in environmental, sociat and governance
matters, as assessed independently by
Moody's ESG Solutions. The new £750m
Transmission facility is also classified as a
sustainable facility with interest rate and
fees paid dependant on four ESG KPI's
being achieved.

In addition to the above, a $300m private
placement shelf facility exists with NY Life
which can be drawn in approximately two
equal tranches 12 months apart over the
next three years. At 31 March 2023 no
drawings have been made on this facility.

In addition to these committed bank
facilities, the Group has access to E50m
of uncommitted bank lines and a £15m
overdraft facility.

Maintaining a prudent treasury policy
SSE's treasury policy is designed to be
prudent and flexible. In line with that, cash
from cperations is first used to finance
regulatory and maintenance capital
expenditure and then dividend payments,
with investment and capital expenditure for
growth generally financed by a combkination
of cash from operations, bank borrowings
and bond 1ssuance.

As a matter of policy, a minimum of 50%
of SSE's debt is subject to fixed rates of
interest. Within this policy framework, SSE
borrows as required on different interest
bases, with financial instruments being
used to achieve the desired out-turn
interest rate profile. At 31 March 2023, 92%
of SSE’s borrowings were at fixed rates.

Borrowings are mainly in Sterling and
Euros to reflect the underlying currency
dencmination of assets and cash flows
within SSE. All other foreign currency
borrowings are swapped back into either
Sterling or Eurcs.

Transactional foreign exchange risk arises
in respect of procurement contracts, fuel
and carbon purchasing, commaodity
hedging and energy portfolio management
operations, and long-term 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 instruments.
Translational foreign exchange risk arises in
respect of overseas investments; hedging
in respect of such exposures is determined
as appropriate to the circumstances on a
case-by-case basis.

Ensuring a strong debt structure
through medium- and long-term
borrowings

The ability to raise funds at competitive
rates is fundamental to investment. SSE's
fundraising over the past five years,
including senior bonds, hybrid capital and
term loans, now totals £9.5bn and SSE's
objective is to maintain a reasonable range
of debt maturities. Its average debt maturity,
excluding hybrid securities, at 31 March
2023 was 6.4 years, down from 6.8 years at
31 March 2022, This movement reflects the
£1.7bn of new hybrid capital and long-term
debt issued in the last twelve months but
has been offset by a higher short-term
funding position via Commercial Paper.
SSE's average cost of debt is now 3.52%,
compared to 3.81% at 31 March 2022.

Going Concern

The Directors reqularly review the Group's
funding structure and have assessed that
the Full Year Financial Statements should
be prepared on a going concern basis.

In making their assessment the Directors
have considered sensitivities on the forecast
future cashflows of the Group for the period
ta 31 December 2024 resulting from the
current volatile market conditions; the
Group's credit rating; the success of the
Group's disposal programme through
2020121 to 2022/23; the successful issuance
of £1.7bn of hybrid equity, Eurcbond and
private placement debt issued during the
period; and the likelthood of disposal of
assets which have been announced as in
progress and related debt funding. The
Directors have also considered the Group's
obligations under its debt covenants,

with projections to 31 December 2024
supporting the expectation that there will
be no breaches.
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The Directors have assessed that the Group
remains able to access Capital Markets, as
demonstrated by the £3.6bn of debt issued
over the last 24 months. There is also an
expectation of continued availability of

the Commercial Paper market along with
future available liquidity in the private
placement market in addition to the
Group’s existing liquidity with £3.5bn

of undrawn committed berrowing

facilities which has been increased by
£2.0bn during the 2022/23 financial year.

Operating a scrip dividend scheme
SSE's S¢rip Dividena Scheme was last
renewed for a three-year period at the
2021 AGM and continues to be offered
to all shareholders. For the pericd out te
2026/27 take-up from the Scrip Dividend

Scheme will be capped at 25%. SSE plans
to implement this cap by means of a share
repurchase programme, or ‘buyback’, in
Octaber each year following payment of
the final dividend. The scale of any share
repurchase program would be determined
by shareholder subscription to Scrip
Dividend Scheme across the full year,
taking into account the interim and final
dividend elections.

Following approval of the dividend at the
Annual General Meeting on 20 July 2023,
the scrip reference price will be determined
across the period from 27 July to 2 August
2023, with notification of the final scrip
reference price issued on 3 August 2023.
Following receipt of the final dividend scrip
elections on 24 August 2023, the overall

SSE’s principal joint ventures and associates
SSE's financial results include contributions from equity interests in joint ventures (JVs’} and associates, all of which are equity accounted.
The details of the most significart of these are included in the table beiow. This table also highlights SSt's share of off-balance sheet

scrip dividend take-up for the financial
year will be calculated and any intention
te initiate a buy-back will be announced.
It is intended that any scrip buy-backs in
respect of 2022/23 will be completed
before 31 March 2024.

SSE believes limiting the dilutive effect

of the Scrip in this way strikes the right
balance in terms of giving shareholders
cheice, potentially securing cash dividend
payment savings and managing the
number of additional shares issued.

debt associated with its equity interests in JVs which totals arcund £3bn as at 31 March 2023.

SSE SSE share of externat debt  SSE Shareholder loans

SSE principal Vs and associates? Asset type holding  asat 31 Mar 2023 as at 31 Mar 2023
Marchwood Power Ltd Q20MW CCGT 50% No external debt £26m
Seabank Power Ltd 1,234MW CCGT 50% No external debt Nao leans outstanding
SSE Slough Multifuel Ltd 50MW energy-from-waste facility ~ 50% No external debt £128m
Triton Power Holdings Ltd 1,200MW CCGT & 140MW OCGT  50% No external debt No loans outstanding
Beatrice Offshore Windfarm Ltd 588MW offshore wind farm 40% E681im Project financed
Dogger Bank A Wind Farm Up to L200MW offshore wind farm. 40% £745m Project financed
Dogager Bank B Wind Farm Up to 1.200MW offshore wind farm. 40% E6lEmM Project financed
Dogger Bank C Wind Farm Up to 1,200MW offshore wind farm. 40% £344m Project financed
North Falls Offshore Wind Farm Ltd Offshore wind farm extension 50% No external debt No loans cutstanding
Ossian Offshore Windfarm Ltd ScotWind seabed 40% No external debt Na loans outstanding
Seagreen Offshore Windfarm Lid 1,075MW offshore wind farm 49% £628m £8B16m?
Seagreen 1a Ltd Offshore wind farm extensicn 49% No external debt £16m
Cloosh Valley Wind Farm 105MW onshore windfarm (part of  25% No external debt E26m

Galway Wind Park)
Clyde Windfarm (Scotland) Lid 522MW onshore wind farm 50.1%  No external debt E127m
Dunmaglass Windfarm Ltd 94MW onshore windfarm 50.1% No external debt E48m
Lenalea Wind Energy DAC 30MW of onshore windfarm 50% No external debt £8m
Stronelairg Windfarm Ltd 228MW onshore wind farm 50.1%  No external debt £88m
Necs Networks Ltd Private telecoms network 50% No external debt £56m

Notes:

1 Greater Gabbard, a 504MW offshore windfarm (SSE share 50%) 1s proportionally consclidated and is reported as a Joint Operation with no leans outstanding.
2 Foraccounting purpeses, £223m of the £B16m of S5E Shareholder loans agvanced to Seagreen Windfarm Limited as at 31 March 2023 have been class.ihed

as equity.
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Taxation

SSE is one of the UK's biggest taxpayers,
and in the 2022 Pw(C Total Tax Contribution
survey published in November 2022 was
ranked 16th out of the 100 Group of
Companies in 2022 in terms of taxes

borne (those which represent a cost to

the company, and which are reflected

in its financial results).

SSE considers being a responsible taxpayer
to be a core element of its social contract
with the societies in which it operates

and seeks to pay the right amount of tax
on its profits, in the right place, at the
right time. While SSE has an obligation

to its shareholders, customers and other
stakeholders to efficiently manage its total
tax liability, it does not seek to use the tax
system in a way it does not consider it was
meant to operate or use tax havens to
reduce its tax liabilities.

Under its social contract SSE has an
obligation to the society in which it
operates, and from which it benefits — for
example, tax receipts are vital for the public
services SSE relies upon, Therefore, SSE's tax
policy is to operate within both the letter
and spirit of the law at all times.

SSE was the first FTSE 10C company

to be Fair Tax Mark accredited and has

now been accredited for nine years. The
group’s overseas expansion presented the
oppartunity to move to Fair Tax Foundation's
Global Multinational Business Standard
Accreditation, which was launched in

late 2021, SSE being the first company

to transition from the UK headquartered
accreditation to the global accreditation.

I Directors’ Report

In November 2022, SSE published Talking

Tax 2022: Fair tax in a time of change’ report,

It did this because it believes building trust
with stakeholders on issues relating to tax is
important to the long-term sustainability of
the business.

As part of the Spring Finance Bill, released
on 23 March 2023, the UK Government
published the final draft legislation behind
the Electricity Generator Levy ['EGL).

This measure introcduces a temporary 45%
charge on exceptional receipts generated
by specific generation sources which are

in excess of a E75/MWh benchmark price
(adjusted in line with Consumer Price Index).
The levy will be in effect from 1 January
2023 to 31 March 2028, and therefore a
net charge of £43m has been recognised
in respect of the EGL within the 2022/23
financial year which has been excluded
from the Income Tax disclosure in line with
current accounting practice.

In the year to 31 March 2023, SSE paid
£501.7m of profit taxes, property taxes,
environmental taxes, and employment taxes
in the UK, compared with £335.3m in the
previous year. The increase in total taxes
paid in 2022/23 compared with the previcus
year was primarily due to higher levels of
corperation tax being paid on UK profits and
higher levels of Climate Change Levy being
paid as a result of fewer outages at SSE's
gas-fired power stations compared with the
previous year.

In 2022/23 55E also paid €53.8m of taxes in
Ireland, compared to €46.4m the previous
year, due o increased profits in SSE's Irish
businesses. Ireland is the only country

Financial Statements

outside the UK in which it currently has
significant trading operations. 5SE's
operations elsewhere are still at an early
stage and are not yet paying material
amounts of tax.

As with other key financial indicators, SSE's
As with other key financial indicators, S5E's
focus is on adjusted profit before tax and, in
line with that, SSE believes that the adjusted
current tax charge on that profit is the tax
measure that best reflects underlying
perfarmance. SSE's adjusted current tax
rate, based on adjusted profit before tax,
was 16.4%, compared with 9.2% in 2021/22
on the same basis. The increase in rate is
primarily as a result of higher profit before
tax, partly mitigated by increased capital
allowances. In addition, a decision finding in
SSE's favour was released by the Supreme
Court on 17 May 2023 on the group’s
long-running capital allowances case in
relation to Glendoe Hydro Electric Station.
The successful cutcome has resulted in
the release of a £27.9m corporation tax
provision, which in turn reduced SSE's
adjusted underlying current tax rate for

the year by 1.3%.

The UK Budget in March 2021 introduced

a 'super-deduction’ for qualifying capital
expenditure incurreg curing the two-year
periad from 1 April 2021 to 31 March 2023.
Capital allowances rates of 130% and 50%
replace the existing rates of 18% and 6%
respectively for qualifying capital expenditure
in that period, significantly increasing the
amount of capital allowances available on
the Group's capital investment programme.
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Pensions
Contributing to employees’ pension schemes — I1AS 19
March March
2023 2022
Pension scheme asset recegnised in the balance sheet before deferred tax £Em 5411 5849
Pension scheme liability recognised in the balance sheet before deferred tax Em - -
Net pension scheme asset recognised in the balance sheet before deferred tax Em 541.1 5849
Employer cash contributions Scottish Hydro Electric scheme £m 1.0 1.0
Employer cash contributions SSE Southern scheme Em 52.1 58.0
Deficit repair contributicn included above Em 38.0 409

In the year to 31 March 2023, the surplus
across SSE's two pension schemes
decreased by £43.8m, frecm £584.9m

to £541.1m, primarily due to actuarial
losses of £79.2m and contributions
made to the schemes.

The valuation of the $SE Southern Pension
Scheme increased by E107.1m in 2022/23
primarity due to actuarial gains of £72.8m,
in particular the impact of higher discount
rates, as well as deficit repair contributions
exceeding service costs.
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The Scottish Hydro Electric Pension
Scheme has insured against volatility in its
deferred and pensioner members through
the purchase of ‘buy-in’ contracts meaning
that the Group only retains exposure to
volatility in active employees. During the
year the Scottish Hydro Electric Pension
Scheme surplus decreased by £150.5m
mainly as a result of actuarial losses from
plan assets.

Additional information on employee
pension schemes can be found in note 23
to the Financial Statements.
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Operating Review

SSE’s strategy of sustainably developing, building,
operating and investing in the electricity infrastructure
and businesses needed in the transition to net zero is
delivered through a focused mix of market-based and
economically-regulated energy businesses.

SSE's businesses are key to enabling a net zero economy, have significant
growth potential and, importantly, are highly complementary. With common
skills and capabilities in the development, construction, financing and
operation of highly technical electricity assets, there are strong synergies
between them and valuable links across them. S5E's business mix is very
deliberate, highly effective, fully focused and well set to prosper on the
journey to net zero, whilst contributing to energy security and affordability.

The review of the Business Units that follows provides visibility of
performance and futire priorities.

Financial Statements

Business Unit
Operating Review
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Operating Review continued

SSEN Transmission
SSEN Transmission owns, operates and develops the high voltage electricity transmission system
in the North of Scotland and its islands. Following a minority stake sale completed in November
2022, the business is owned 75% by SSE plc and 25% by Ontario Teachers' Pension Plan Board.
All capex and RAV references in this update relate to 100% of the business unless otherwise
stated. The business is well placed to capture significant iong-term growth opportunities from
investment in enhancing energy security and enabling the development of renewables across

the North of Scotland.

Who SSEN Transmission
serves

Electricity generators, large electricity
demand customers and ultimately

all electricity customers across the
North of Scotland and beyond.

How it supports SSE's strategy
SSEN Transmission invests in the
critical infrastructure needed for a
network for net zero that connects
sources of renewable electricity to the
naticnal grid and transports it to areas
of demand.

How it is remunerated
Through economically regulated
returns recovered from generators
and customers that are potentially
enhanced through efficient delivery.
In addition to Certain View
expenditure, Uncertainty Mechanisms
permit recovery of additional revenue
in a given price control period to
reflect additional investment
requirements, These Uncertainty
Mechanisms fund network upgrades
during the price control period.

“Through our ambitious
investment programme as one
of Europe’s fastest growing
transmission networks, we
are committed to improving
network reliability for the
communities we serve,
alongside supporting ctimate
and energy security targets,
as we deliver a network for net
zero at an affordable cost to
consumers, while providing
a fair return to shareholders.”
Rob McDonald

Managing Director,
SSEN Transmission
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Operational delivery

In 2022/23, SSEN Transmission delivered
ancther year of exceptional cperational
performance, achieving the maximum
reward available through the Energy Not
Supplied Incentive of £0.8m for the third
consecutive year, which will be reflected in
revenue in 2024/25. This strong operational
performance is underpinned by a robust
programme of inspection, maintenance,
refurbishment and replacement of its
transmission assets, keeping the lights on for
communities around the North of Scotiand
and ensuring reliable network access for its
electricity generation customers to support
security of supply.

SSEN Transmission's capital investment
programme remains on track with good
progress being made on all major projects.
This includes the second phase of the
Inveraray-Crossaig overhead line replacement
project, with the installation of all steel towers
now complete and the project on track for
energisation this summer. As well as
mairtaining and enhancing network reliability
to the communities it serves, the Inveraray-
Crossaig project will alse enable the growthiin
renewable electricity generation across the
region as part of the wider Argyll and Kintyre
275kV Strategy.

The Shetland High Voltage Direct Current
{HVDC) transmission link also continues to
make excellent pragress with the second
phase of the subsea cable installation works,
which commenced in March 2023, now

complete. 160km of the total 260km of
subsea cable is now installed. Noss Head
Switching Station in Caithness, which the
Shettand HVOC link will connect to, was
successfully energised in April 2023. Upon
competition, the Shetland HYDC link will
connect to the existing Caithness-Moray
HVDC link, becoming the world's first
multi-terminal HYDC systern cutside of
China. Itis a key innovation to support the
future development of integrated HYDC grids,
with HVDC links to date lar