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SSE EPM Limited

Strategic.Report

The directors submit their report and audited-financial statements & SSE EPM Limited ("the ‘Compainy") for the yéa‘f ended 31
March 2019. )

This Strategic Report has beer prepared in accordance with the requiréments of Séction 414 of the Companies Act 2006; [ts
purpose.is to inform shareholders and belp ther assess fiow thé ditectors have perfarimed their duty to promote the success of-
the Company:

The Strateglc and Financial Rewew sets out the maln trends-and factors underlying the develgpment and performance of the
Company during the year ended’ 31 March 2019 as well as those .matters which are hkely {o affect its: future development and
performance.

1 Business review

Results & performance

The profit and loss account.for the yéar ended 31 March 2019 is set-out on pageé-9. The loss for the year after taxatioh amounted
to £375.3m (2018: loss of £10.2m). The balance. sheet at.31 March 2019 is set out on page 11 and indicates net liabilities. of-
£124.1m (2018: nét assets of £50.2m).

The directots focus on the adjusted operating, profit.or loss when assessing the financial performarice of the Company. Adjusted
operating profit-is defined as the operating profit less any exceptional items and less any movement on derivaﬁvgs,. Exceptional
items-are, by definitioh, exceptional and are not representative of the undeérlying cperational pérformance of the activities the
Company. undertakes. The movement of financial derivatives represent the re-measurement of the company’s future.
cdmrhodity and foreign currency contracts, - : '

The adjusted operating loss- in the year is set-out on page 3 and::amounted to £285.1n7 (2018: adjusted operating profit of
£46.1m). The lossin, 2019 was primarily attnbuted to Gas trading fosses. These losses’ fallowed the demsron, -approved by the SSE
Board, that EPM should maintain a *shart” gas position. for: the:group. Durmg the early months of 18/19 wholesale gas prlces
moved sngnlﬁcantly ‘higher for a longer penod than expected {prices rose-by-around.50% over the' first 6 months of 18/19)
resulting in an $SE. Board decislon to mitigate further potenﬂal losses by closing the short gas: posltion This action tnggered the
$SE Group Tradmg Statement.in September’ 2018.

Following. these losses,.in November- 2018 the SSE Group publxshed a new hedging: strategy. approach to managing..energy
commodity price exposures with the stated objective fo fake.a more systematic approach to managing SSE's exposure to
volatility in the volure and price. of five principal commodities {power, gas, coal, oil and carbon emissions allowances)

This means SSE will now generally seek to hedge its broad exposure to commodity price variation 12 months In advance of
delwery, and will transition to this approach by the start of the 2020/21 financial year, ensuring:that trading positions ¢ cannot
have a: material impacton’ SSE Group earnings, As part.of the new hedging: policy EPM s Value At Risk (VAR] limits have alsa been
significantly reduced.

Central to this new approach was the establishment of @ new board sub-committee- —the Energy Markets- Rlsk Committee ~
whose principle purpose is:to overseethe mplementatnon of the'new approach,

The. Cormpany has adoptead IFRS 15 ‘Revenue from contracts-with customers* during the. year; and this has resulted in‘a significant:
praportion of tradmg revenue being netted and reported. in cost of sales for the year.ended 31 March 2019 Revenue has
therefore. decreased to £0. 8bn from £25:3bnvin the prior year, and there hasalso been a carresponding- decrease in cost of sales
to £1.2bn from £25.4%n in'the prior year. Further information on this change can be found in note.2 to the accourits, on page 16.

During the year-ended 31 March 2019 the Company's parent, SSE pl¢, waived £200,0m of long-term intercompany funding
pro'videgi to the Company, which has been treated:as a capital contribution.




SSE EPM Limited
Strategic Report (continued)

1  Business review {continued)

Busiriéss Separation transactiotis

Erom 1. April 2015, SSE Eéergy Supply Lxhilied entered-into a trust agreement to transfer the beneficial interest:(and obligations)
in relation to-the -contracts and other assets identified as belongmg to its EPM business to the Company. This arrangement

remains in.operation at 31 March 2019.

. Principal risks and uncertainties
These are noted within the Directors' Report.on page’4.

2 Keyperformance indicatcrs

The Directors bglievé that the following indicators will provide shareholders wiith sufficierit inforration to asseéss how effectively

the company is performing.

Financiai

‘Adjusted operatmg (loss) / profit
Gross loss

Turnover

Operating {loss) / profit

Net (liabilitiés) /-assets

Reported to Adjusted Operating Profit Reconciliation

Operating (loss) / profit.

IFRS 9 - mark~to~market remeasurement of EPM Ltd derwatlves
JFRS 9~ mark-tp- market remeasurement of trust derivatives
Adjusted operatlng (Ioss)/ profit.

On bghblffof the Board:

2019 2018

Note £m £m
(285.1) 46.1

(399.0)° (35.8)

2 752.4 25,320.5
. (412.1) 7.9

(124.1) 50.2-

. 2019 2018

. Em £m

(412.1) 7.9

(1316} (29.5)

258.6 67.7

(285.1) 46.1




SSE EPM Limited

Directars' Report ‘
* The direttors present their réport fogether with the audited financial statements for the year ended 31 Marchi 2019.

1 Priricipal activities

Ttie Conipany is.thé rotite to market for SSE's supply and wholesale businesses via the procurement and sale.of elettricity and
gas. Thie company will enter info commodity contracts around the sales arid- purchases of wholesale energy market commoditiés.
The Company-has been formed. in orderto comply with the transparency agenda set out by the SSE Group with the aim. of
separating its supply-and generanon activity.

2 Principal fisks and uncertainties

The achievément of the Company’s-goals fiécessarily involves. taking risks. Energy markets are both complex and voiatile; and the
Company follows the SSE Group Risk Management’ Framéwork and Hedging Pollcv The principal risks and uncertainties affecting
the business include the: followlng : .

exposure to.volgtjl'ity in whqles_a!e energy prices;
payment default from trade debtars;

interest rates, inflation and Jiquidity;:and
econorhic and Governmient regulation.

Thé'SSE Board reviews and.agrees policies fof addressing-each of these risks. Until December 2018, the key issue of exposure to
energy prices and volume was addressed by the Risk and: Trading:Committee- which met once a.month and.consists of- ‘one SSE
Group Director and relevant-senior managers. Following.the new approach to managing energy commodity pfice expdsures
(published in-Navember 2018) a new board sub-committee =the Energy Markets Risk'Committee — was established consisting of
S SSE Graup Directors in-addition to the Director of Risk, Audit & Assurance. The hew.caminitteé et for thé first time in Januaty
2019 and on one more-accaslon before the year end.

1f fuel is contracted inforeign currenty, it is the Group's policy to hedge all material purchases through the.use of foreign
curréncy swaps-and forward rate contracts. There is always a risk of payment defdult from trade debtors and compréhiensive
credit vetting and effective payment terms are exercised for all significant financial statements. Good payment dlsapline is
-achieved in the domestic market by use-of direct debit budget: schemes Theié is also the risk of mechanical or pracess failure in
the Camipany's operations.

There aré management structures in place to mitigaté, influence and respond to such developments, andto engage with the
Industry Regulator, government mihisters and dfficials, and other key. bodies.

There are éstablished procedures in place for regular budget’fng and feporting: of financial' information. The Company's
performance is: reviewed by the Gioup Boeard and the ‘Group Executive Committee: Reports include variance analysis-and
projected forecasts of the yearcompared to approved budgets and non-financial performafice indicators. There are Conipany-
policies:in place covering a wide.range.of issues aid risks sucli as finaricial duthorisations, IT procedures, health, safety and-
envirohimental risks, ciisis management, and a_policy on ethical principlés. The éffectiveness of the Conipany's systems of
internal control is- momtored by the SSE-Group iternal audit departmerit which distributes reports ard, where approprlate,
" action plans to'senior managers, ‘Directors and the-externial -auditor..

3 Results an;i dividerids

The loss far the finantial year amounted to £375.3m (2018: 10ss'£10:2m).
The Balance sheet at 31 March 2019 is set out on page 11 and indicates net liabilities of_£:_l'24.»:lm (2018: net assets £50.2m),

The directors do not récommend the payment-of a dividend (2018: nil),




SSE EPM Limited

Directors' Report (continued)

4  Directors

The-directors and secretary who served during the year are.as _Ii,sted(nn page-l. in accoidance wit,h the Articles of Association of
the company the-directors are.not required to retire by rotation. .

5  Palitical and.charitable donations’

“The company did. not make any political.or ¢charitable donations: during:t‘he'cu'rréntyear or prior period.

6  Postbalance sheet events.

T})‘er‘e have been no.signi'fii:a,nt events since the balance sheet date.

7  Disclosure bf‘in'fotm.a_tiqh to auditor

The directors who held office at the date of approval of this Directors’ Report confirm that, so. far as they are each aware, theré is’
no refevant atdit information of which the company’s-auditor is unaware; and each director has taken all'the stéps that they
aught to have taken. as'a director-to make themselves aware of any relevant audit-infotination -and to establish that the
campany's auditor is aware-of that informatian.

8. Going concern

The -directors. have assessed that the company will prepare its financial statements on a going concern. basis, see note 1 for
detdils.

9  Additor

tn accordance with-Séction 489 of the. Companies'Act. 20086, Ernst and Young LLP were appointed as SSE Group's External Auditor
for the year endirig:32 March 2020 at.the Annua! General Meeting held on 18 July'2019. Following their appointment as External
Auditor-of the Group, it is the ifitention of the directors t6 appdint Ernst & Young LLP as External Auditor of the Corpany.

10 Brexit

given the activities of. the Company, is not expected to’ have a svgmflr.ant impact oi the f‘nancnal statements for the year ending
31 March 2020.

.13 December 2019




SSE EPM Limited

Stétement of directors’ responsibilities in respect of the Strategic report, the Directors’
report and the financial statements

The:-Directors are responsible for preparing:the Strategic report the Directors' report and the financial statements in accordance
with applicable lawand regulations.. .

Company law requites the directors to prepare financfal statements for each finaricial year. Under that law they have elected to
prepare . the financial statements ih accordance with UK Accountlng Standards and- appllcable law UK Genera|ly Accepted
Accounting Practlce) mcludlng FRSlOl Reduiced: Disclosure Framework:

WUnder company law the directors must not approve the fihancial statements dnless they are satisf' ed that they give.a true and
faiir view of the'state of affairs of the Company and of the profit-or. loss of the Company for that year. In preparing thése financial
statements, the Directors are requijred to:

o select suitabie accounting policies and then apply them consistently;
s make judgements and-estimates that are reasonable and prudent; *

e Sstate whether applicable UK Accounttng Standards have been followed, subject to any material departures disclosed and
explalned in'the financial statements;

o asseésthe Compahy’S"abiIity to r.ont'inué as agoing ConCér‘r'), disclosing, as.applicable, matterstelated to going conc'er'n; and

& Use the.going toncern, basw of accounting unléss they either intend to: Iaquldate the Company or'to.cease ‘operations, or
have no: realistic; alternatwe butto doso.

The Directors are responsible for keeping adequate accounting records that are- sufficient. to show and explain the Company's.
transactions-and disclose with reasonable aceuracy at-any time the financial position. of the Company and enable them to ensure
that the fi nanaal statements: comply with the Companles Act 2006 They are responsible for such tnternal control as they
determine-is necessary to enable the preparatlon of ﬁnancnal statements that are free from material misstatement, whether due.
to fraud or error, and have. general responsnblhtv for takmg such steps as are reasonably open’to-them to safeguard the assets of
the Company and to prevent-and detect fraud-and other irregularities.




SSE EPM Limited
Independent Auditor's Report to the Members of SSE EPM Limited

Opinion

We-have audited the financial statements of SSE EPM Limited {“the company”} for the yedr ended 31 March 2019 which-
comprise the Profit and loss Accaunt, Statement of Other Comprehensxve income, Balance’ Sheet, Statement of Changes in
Equity, and related hotes, Including the accounting. pollcles in note 1.

In our.opinion thie flnanmal statements.-

e give-atrue-and fair view of the state of the campany's affairs as at 31 March 2019 and of its loss for the year. then ended;

o have been prdperly prepared in accordance” with UK accounting standards, including FRS 101 Reduced Disclosure
Frameéwork; and .

+ have been prepared.in accordance with the requirements-of the Companies Act. 2006

Basis for opinion ‘

We_condiicted our -audit. in accordance. with International Standards.on Audmng {UK) {“15As (UK)") and applicable law. Our
responsibilities are described helow. We have fulfllled our ethical responsihilitles under, and areindependent of the company in
accordance with, UK. ethical requiremeénts including the FRC Ethu:al Standard. We believe that the audit evidence we have.
obtaineéd is a sufficient and appropridte basis for our opinian.

Going concern

The direéctors have prepared. the financial statements on the going-concern basis as they do-not intend.to liquidate-the company
oF to cease its. operations,; and as they have concluded that the.company’s financial position fieans that this'is realistic. They
" have alst concluded that there are no material uncertaintiés that could. have cast significant dgubt aver its aliility to continue as
a going concern for at lea’st ayear from the date of'a!pp'noval of th financial statements {“the going'concern period”).

We are required to report to you if we have concluded that the use-of the going concern basis of accounting s inappropriate or
thereis an undxsclosed material uncertainty that may cast significant doubt aver the use of that basis for a period of at least a
year from the date- of appraval of the financial staternents In our évaluation of the directars’ conclusions, we considered the
-inherent risks to the company’s business. model mcludlng the impact of Brexit, and analysed how those risks' might affect the
company’s flnancial resourges. or- abllity to continue- operatlons -over the gomg concern penod We have nothing: to report in
these respecl;s

However, ds. we' carinat. predict. afl future events or conditions -and as subsequent events may- ¢esult in .outcdmes that are
inconsistent with-judgéments that were reasonable at the tifme they were.made, the..absence of reference to a material
uncertainty-in.this auditor's report is not a guarantee that'the company will continue In operation.

Strategic report and directors’ report ’

The directors are respansible for the strategic report'and the directors” report. Our opinion on the finaricial statemerits does not
cover those reports and we do not express an audit gpinion thereon.

Our reSpOﬂSlblllty is. to read the strategic report and the-directars’ report and, in doing' so, con5|der whether; based -on our
financial statements- audit work, the information therem is matenally misstated:or lnconslstent with the financial statements or

our audit knowledge ‘Based solely onthat-work:

« we have-notidentified mateiial misstatements in the strategic report and the directors’ report;

o inour gpinion the information given inthose reports for the fifancial year'is consistent 'Wifh ‘the financial statéments; and

e iri our-opinion those reports have been prepared in accardance with the Companies Act 2006.

Matters on which we are required to report by exception '

Underthe Companies Act 2006, we are.required to report.to you if, In-our:opinion: A

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

« the financial statements are not in agréement with the accounting records and returns; or

o certain disclosures of directors’ remunération specified by law are not made; or

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

We have nothing to report inthese respects.




SSE EPM Limited |
Independent Auditor's Report to the Members of SSE EPM Limited (continued)

Directors’ responsibilities

As explained more fully in their statement set out on page 6, the directors are responsible for: the preparation of the financial
statements and for being satisfied that they give a true and fair view; such internal control as they determine is necessary to
enable the preparation of financial statéments that are free from material misstatement, whether due to fraud or error;
assessing the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and
using the going concern basis of accounting unless they either intend to liquidate the company or to cease operations, or have
no realistic alternative but to do se.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable assurance is a high
level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the financial
statements. , ' ’

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

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

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept.or
assume responsibility to anyone other than the company and the company’s members, as a body, for our audit work, for this
report, or for the opinions we have formed. )

William Meredith (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

319 St Vincent Street

Glasgow

G2 5AS

- 13 December 2019




SSE EPM Limited

Profit and: Loss Account
for the year ehded 31 March 2019

Note
Tqrnqvér : 2
. Cost.of sales- . 4 2
Gross loss ‘
-Administrative costs
Oth'er-ope'fatin'g_income' : ' . 4
"Opgmthg‘(loss)j/ profit
Interesg payahletand sjmilar charges 6
Loss before taxation
‘Tax credit on loss. ' . \ 7

Loss for the financial year
Continuing operations A
The above results are derived-from continuing activities.

“The accompanying.notes are.an integral partbf’thes'e.fir'\éncial statements.

2019 2018
fm fm
752.4 25;320.5
(1,1514) (25,3563
(399.0) {35.8)
'(13.1) (15;8)
- 59.5
(412.3) 7.9
(47.2) (19.6)
{459.3) {11.7)
84.0 15
(375.3) {10:2)




SSE EPM Limited -

Statement of Other Comprehensive Income
for the year ended 31 March 2019

2019 2018

£m £m-
Loss for thefinaricial year . g ‘ '(375.3) - (10.2)
Ineffective cash flow hetlge recognised in incotiie statement - {3.3)
Total other comprehensive expénse relating to the financial year. ‘ (375.3) (13.5)

10




'SSE EPM Lirmited

Balance Sheet

Director V. .
Company registered number: 09442646

11

as at 31 March 2019
2019 2018
. " Note. fim £m
Fixed'agsets )
Derivative-financial assets 16 182 -30.6
182 30.6
Current.assets
tntangible assets: -8 < -794,5 706.9
-Derivative financial assets 16 .128.0 0.5
Stock 9. 114 9.8
Debtors; :
amounts falling due withii one year 10 477.2. 860.9
Jotal current.assets. 1,411.1 i,578.1
Current liabilitiés ‘ .
Derivative:financial liabilities 16 (4.6) (14;5)
Creditors: amounts falling due within one year 11 - {762.1) (1,508.8)
~ (766.7) (1,523.3)
‘Net cuirent assets 644.4 548
Total assets less current liabilities- 662.6 - 85.4
Creditors: .
Amounts falling due aftei more than one year 11 (774.2) -
Deferred taxation ' 13 (12.5) {35.2)
(786.7) (35.2)
Net (liabilities)/assets {124.1) 50.2.
Capital.and reserves
Called up share capital 14 . -
Profit'and loss account (324.1) 50.2.
Capita{ contribuition 200.0 -
Equity Shareholders' funds {124.3) 50.2.
The.accompanying:notes form an-integral part of this balance sheet. .
These fifancial statements were appro,vgd by the Directors.on 13: DeCembe( 2019 and signed on fh,eir, behalf by:




SSE EPM Limited

Statement of Charges in Equ’ity

for the year ended 31 March 2019 .
Profitand
Hedge Capital loss Total,
reserve contribution,  account equity
£m £m £fm £m
‘Balance at1 April 2017 ) 3.3 - 59.1 624
Loss for the finanicial year _ - - (10.2) * . (10.2)
Other compreherisive expense : 33) - - = (3.3
Credit in respéct of emipioyee share awards -~ - 1.3 . 13
Balance at 31 March 2018 | - - 50.2 50:2,
‘Balance at 1 April 2018 ' ' : - - + '50,2 50.2
Loss for the financial year T - {3753) {375:3)
Capital.contribution . - 200.0 - 200.0
Credit in réspect of employee share awards ' . - 1.0 1.0
Balance at 31 March 2019 L - 2000  (324.1)  (124.3)

During the year-ended 31 March 2019 the Company's parent, SSE pic; waived £200.0m of Jong-term intercompany funding
provided to the.Company, which has.been treated as a-capital contribution. ,

12




SSE EPM Limited

_Notes on.the Financial staternehts
for the year ended’ 31 March 2019.

1  Significant-accounting policies

SSE EPM Limited is a private company incorporated; domiciled and registered in England in the UK: The registered number is
09442646 and the registered address is No1 Forbury Place; 43 Forbury Road, Reading, RG1 33H, England.

Thé following accounting pohcres have been applied consistently in dealing with items.which are consrdered material in relation
to the. Company's fi nancial statements.

Basis of preparation

These:- fmancral statements were prepared in accordance with Financzal Reporting Standard-101 Reduced Disclosure Framework:
("FRS 101").. The principle accounting policies are summarrsed below and have been applied consistently.

The company's ultimate parent undertaking; SSE plc, inchides the company in its consolidated financial statements. The
‘consolidated financial statements of SSE plc are prepared in accordance with Iritérnational Financial Reporting Standards and are
available to the public.and may be-obtaified from the Compariy Secretary, SSE-ple; Inveralmond house, 200 Dunkeld Road, Perth :
PH13AQor b_y accessingthe Company's website at www.sse.com. ’

Inpreparing these financial statements; the Company 'has'app]ied the recogpition, measureterit and disclosure requirements of
International Financial Reporting Standards as adopted by the EU (‘Adopted IFRS'), but has' made amendmienits, where necessary; -
Jin order to comply with the Caémpanies Act-2006 and has set 6ut below where advantage-of the FRS-101: disclosure exemptions’
has béen taken. A _

In these financlal statements, the Company has. applied thé exemptions.availablé-under FRS 101 in respect of the following
‘disclosures:

e A cash flow statement and related notes;

e Theeffect of new, but not yet effective; IFRSS; .

+ Disclosures in respect of the compensition of key management persotinel;

e Disclosures in respect of capital management; and

o Related party distlosures, '

As thé consolidated finantial statements of SSE pic mclude the eqivalent drsclosure, the Company has also taken :advantage. of
the‘exemptions, under FRS.101, available.in respect of the follomngdlsclosure .

o Certain disclosures, required by-/AS 36 Impa/rment of assets in respect of the impairment of goodwill'and indefinite life
intangible assets.

Going. concern : ,

Notwithstanding net liabilities of £124. 1m as. at 31 March 2019 and a‘lass for the year then.ended of £375.3m, the flnanC|aI
statements have been prepared on'a going:concern basis which the directors consider to be appropriate for.the: foIIowmg
reasons.

The directors have prepared cash flow forecasts for a.peried-of 12 moths from the date.of approval of these financial
sStaterrients which-indicate that,- ‘taking. account of reasonably possible downsides, the company will have suffi cient funds,
through funding from'its immediate parent- company, SSE plc; to meet its lizbilities as they fall due for that perlod

Those forecasts are. dependerit on’. SSE plc not seeklng repayment of the amounts cuirently due to the; group, which.at 31 March
2019 amounted to £774.2m, and providing.additional funancral support durlng that period. SSE ple has indicated its intention-to.
continitie to inake-available suéh funds as are needed: by the company, and that it. does: not infend to seek repayment of the
amounts due at the balance sheet date, for'the perrod covered by the forecasts. As w:th any company. placmg rehance -an other
group-entities for-financial. support the difectors acknowledge that there can, be no certalntv that:this support wrll continue
although, at the date of ‘approval of these financial statements, thev have no reason ta believe that it will not do so.

Conséquently, the difectors. are confident that the company will have. sufficient funds to continiie to. meet:its liabilities as they
“fall due for at-least 12 months fror the date of approval of the financial statéements and therefoie have prepared the-financial
staterients on a.gding concern basis.

) 13




SSE EPM Limited

Notes on the Financial statements (continued).
for-the year ended 31 March 2019.

1 Sighiﬁcaht' accounting policies (continued)

Turnover

The Company adopted IFRSlS on 1 April 2018 and Turnover now cons:sts of Managed Serwce fee income, ancillary service
‘income, sales. of renewable certlficates and saIes of gas from store. For each of these revenue streams, revenue is recognised at
the point: m time when'the service obligation is fulfilled.

Prior'to IFRS 15 adoption, the gI’OSS value of all sale trades entered into were.considered “revenue”. The impact of this change is
‘shown in note 2, page 16.

Estimates and judgements

ln preparing these financial statements, the Directors’ consider that there are ho material estimates of judgements that have
been required to' be made.

Taxation .
The charge for taxation is based an the profit or loss for the year and takes int6 account deferred taxation.

Current tax; Includlng [}]4 corporation tay, is provuded at-amounts.expected to be paid-(or recovered) using thé tax rates-and laws
that have beén.enacted, or substantxally enacted, by the balance sheet date.

. Deferred tax is: provnded on temporary differences between the carrying amounts of assets and (labilities for financial

reporting purposes and the amourits used for ‘taxation purposes:” The amount of-deferred tax provnded is based on the. expected
mannef of realisation or-settlement of the carrying amount of assety and liabilities, using tax rates enacted or substantivély
enacted at the balance sheet date.

A net deferred.tax asset is regarded.as- recoverable and therefore recognised only when, on the basis of all avallable evidence; it
can be reégarded -as more: Ilkely than not there will be suntable proﬁts from.which future reversals of the underlying temporary
differences can be deducted.

Intangible assets ‘ ¢
(i) Allowances and emissions

. Cafbon allowances purchased are recorded-at cost within iritangible assets. No amortisation s booked on-the basis that-assets
‘will be purchased and sold over a short time period, but an |mpa|rment charge may. be recognised.should-the carryihg value
“exceed market value.

‘The Renewable Obligations.Certificates (ROCs) scheme is.adr'ninistered ‘and atcourited for in a:similar but not identical manner to
the European Emissionstrading scheme. Purchased ROCs are recognised at cost'within intangible assets. ’
Interest

Initerest incurred on intércompany borfowings is tharged to the Profit.and Ldss Account in the year in which it accrues.

Interest income s recognised as income in the year in which it is.earned. Interest expense is recognised as'an experise in thie yéar
'in which it is incurred. A

Stocks

Stocks relateto-gas in storage and-are valued-at the.lower of cost and nét realisable valué.
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SSE EPM Limited

Notes on the Finan’c’-,ia‘lAstatements {continued)
~ for the year ended 31 March 2019

1 Significant-dccolinting policies {continued)

Foreign currency

The financial statements are presented in pounds sterling, which i the fungtional currency. of the Company:

‘Transactions dendniinated in foreign currencies aré-recorded in sterling:at-actual .exchange rates at the date of the transactions.
Monetary assets-and liabilities denominated: in foreign_currenties are translated. using the rates of excharige prevailing at the
balance sheet date or, where appropriate; the rates of éxchange in related forward exchange contracts.

Gains and Iqsses_ arisi’hg- from changes in exchange rates subsequent to'the dates af transactions are incl'uﬂ'ed in the profit -and,
loss account,

Provisions and contingencies

The ‘assesstrients undertaken ‘in recognising’ provisidns and contirigéncies have been made in accordarice with IAS 37. The
pravisions-aré-cafculated based on gstimations. The. evaluation of the likelihood of the ‘contingént.events -has.required best
judgement by ‘management: régarding the probability of éxposuré to potential loss. .Should. cifcumstarices change following
unforeseeable. developments;:this likelihood could alter.-

Dividends-on shares presented within sharehalders’ funids’

Dividends unpaid at the balance sheet date-are only recognised as' liability at that date to.the.extent that they-are appropriately
authorised and are no Ionger at the d:scretnon of the Company. Unpaid d:vudends that do not meet these criteria are disclosed in
the notesto these financial - statements.

Financial instrumeénts
The adoption of IFRS 9 had no impact.on the presentatxon .of the financial statements forthe year ended 31 March 2019.

) Derivatives

Within its regular course of business, the Company routinely enters into-éale-and purchase defivative contracts for commoditieés
such as electricity, gas, coal, carbon. allowances and ol “Derivative commédity-contracts which are. not-designated as own use
edntracts ‘are accounted for as trading. derivatives and are ‘récognised in the balance shieet at fair vajue, Where a hedge
accounting relationship Is ‘designatéd and is proven to be effective; the changes in fair value will be recogmsed as gains and
losses from're-measurement in the statement of comprehensive iicome, There aré currentlv no designated hedge relationshlps

in relatioh to commodity contracts:

Other comimodity contracts, where own use {s ot established and a hedge accounting telationship is. not ‘designated, are
measured at fair value witti gains and losses on re-measurement: being recognised in the income staterent Ii.cost of sales.
ii) Cash.and cash equivalents

Cash and cash equivalents.comprise cash balances and call deposits.

iil) . _Detitors .

Debitors do not carry any interest and ave measured at cost.(Iéss an appropriate allowance for irrécovetable: balantes).

iv) Share capital

Ordinary shares are accounted for ‘as equity. Costs assoaated with- the Issue -of new shares are deducted fmm the proceeds of
issue. .

v) Creditors’

Creditors are measured at cost.




SSE-EPM Limited

Notes on:the Financial statements (continued)
for the year ended 31 March 2019

2 Newaccounting policies and reparting.changes
IFRS 15 ‘Revenue from contracts. with custormers’

The standatd replacés IAS 18 ‘Revenué’ and IFRIC 18 ‘Transfers of Asséts from Customers' as .previously adopted by the
Company. The core principle of IFRS. 15 is that.an entity | fecognises revenue that reflects the expected conS(deratuon for goods or
setvices provided to a customer under contract, ovef the performance olegat!ons they are bemg provided. The standard has
intraduced a five-step: model asthe framewaork for applying that core principle:

Transition approach

The Company has applied the ‘Madified Retrdspective’ transition approach as.adopted: by the ‘Group, whereby prior penods are
not restated to reflect the above changes.in’ accounting: policies, with the cumulative effect of mltlally applying IFRS =15
récogriised from 1 April 2018 instead. The.Company has also elected to-take advantage of the practical expedient. whereby
contracts. that: have been completed under the previous accaunting: pohcnes at the beginning of the. earliest: period are: not
restated. .

Adoption impact

’

Prior to IFRS 15 adoption, the gross value of all sale trades entered into were' conmdered revenue”. These contracts are now
treated as a-financial instrument within the- -scope of IFRS.9 and theréfore out with-the scope of IFRS 15, as specified by para 5 (c)
which states; “An entity shall apply this Standard to all contracts with-customers except financial instruments and other
contractual nghts ar abligations within the'scope of | IFRS 9 Financial instruments".

A net presentation of-the gains and losses:on these sale contracts, alongside the gainsiand'lo'ss‘es on offsetting purchase

contracts, Is.reported within cost of sales.

Managed Service Agreement fes previously reported-as ‘Other operating income’ are now included withi Turnover.

Profit and loss account - Histaric JFRS 15.
‘ revenue policies Adjustments Réported
2019 2019 revenue 2019
£m £m £fm
Turnover o . 24,6553 (23;902.9) 752.4
Cost of sales - (25,104.4) 23,953.0 © (1,151.8)
Administrative costs . {13.%) - {13. 1}
Other dperating income ‘ - 50.1 (50.1) - A
Operating Loss for the financial year- (412.1) - ’ (412.1)_

3 :E'xpensesand auditer's remuneration

The audit fee in the year and the previous year was borfie by the Parent company, £36k (2018 £36k). of this was in relation to
the audit: of SSE EPM Limited, ' . \
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SSE EPM Limited

Notes on the Financial statements. (continued)
for the year ended 31 March 2019

4 - Other operating income

2019 2018

£m £m

Other operating incoime . - 59.5
: - 59.5

Income relates to amounts received under managed service agreements with other group businesses, Following the adoption of

IFRS15 (see note 2) this income fror'n managed service agreements is now recorded in turnover.

5 - Staff costs and numbers

2019 2018
Staff costs: ,

" ‘Wages and salaries - 8.0 8.1
Social security casts: ’ . 0.9. 0.9
Share based remuneration . 1.0 13
Contributions to deflned penston plans . 1.7 1.3

11.6 11.6

The company is not a sponsor. of elther of the Group's. defined benefit | pensnon schemes, therefore In accordance with FRS101, ‘
the Company's contrlbutlons to the Scottish Hydro Electric Pension Scheme or the.Southern Electric. Pension Scheme-have beer

treated as- contributions toa-defined contribution scheme.

.Eh\ﬁ!oyeé riurmbers

2019 -2018
Number Number
Numbers employed at 31 March . 157 148 .
2019 2018
Number Numiber
The monthly: average number of people-emiployed by.the Compaiiy during the year ) 151 148
Directors remuneration
2019 2018
. fm £m
Directors remurieration ‘ : 0.8 0.9

\

The total remineration received by the directors-for qualifying and.non-quallfying services during the year was £0.8m- (2018:
£0:9m). The above value is for five director- {2018: five), who were remunerated via another Group.company in the year. A value
of services to the Company for these directars tannot be determmed thereforethe aboyve.valuerreflects the remuneration

recelved for's services:to: the SSE Group as-a whole.

The aggregate of remuneration and amounts recelvable under long term |ncent|ve scheries of the highest paid director was
£0. 2m (2018: £0.3m) including company péenslon contributions of £nil (2018::£nil).which were made to & money purchase’

scheme on thelr behalf.

17




 SSE EPM Limited

Notes on the Financial statements {continued)
for the year ended 31 March 2019

6 Interést payahle and siinilar charges.

Interast payable to group companies
Financing derivative-movement
Hedge reserve write off

Other interest.payable

7 Taxation

UK corporation tax
Current tax on income for the period
Adjustments in respect of priar periods

Total current tax credit/(charge)

Deferred tax {see note 13):
Qriginatian-and reversal of temporary differences
Adjustmerits in respect of prior periods

Total deferred tax ‘

Total tax crediit for the.year

2019 2018
£m £m
40.4 209
6.6 241
0.2 0.7
a1.2 19.6
2019 2018
£m -£m
61.9 . 14.6)
{0.6)- -
613 {4.6)
25.3 61
{2.6) -
227 6.1
84.0 15

S

The differérice between the total current tox shown above-and the amount calculated :byixapplving the standafd rate; of UK

corporation tax.to the loss before-tax is as-follows:

Loss before taxation

Ta_)'t':on loss at standard. UK’cor'poratiqn tax rate of 19% (2018:19%)

" Effects of: ‘
Corporation-tax adjustment in respect of prior périods.
Deferred tax-adjustment in respect. of prior pariods
Other Items

Total tax credit for the year

A reduction in the UK corporation tax rate fror 19% to 17% (effective from 1.April 2020) was substantively enacted on 6

2019 - 2018
‘£m £m
-{459.3) (117)
87.3 2.2
(0.6) (0.7
(2.6} -
{0.1) -
84.0 15"

September: 2016, This will reduce the compiny's future current tak charge accordingly. The déferred tax liability at 31 March

2019 has been calculated based.an rates.expected to be effective when the abligations unwind.
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SSE EPM Limited
Notes on the Financial statements (continued)
“for the year ended 31 March 2019

8  Intangible assets

Cost and Net.Book Value:
At'1 April 2018
JAdditions
Disposals
At 31 March 2019

(i)  Allowances and Certificates

‘Current Assets

Allowances.&
cartificatas. (i) Total
£m £m-
7069 706:9
954.0 954.0
{866.4) (866.4)
794.5 794.5

Allowances and certificates. consist of purchased carbon emissions. aIIowances, purchased Renewable Oblngatlons Cert|f'cates
(ROCs} and’ purchased Guarantee Of Origins (GOOs). These have all been classnﬁed as.current assets,

-9 'S_tocks

Gas Storage’Stock
Total

Stacks are stated at the lower of cost and net realisable value.

10 Debtors

* Amounts falling due within one’ year.
Trade debtors

Amoints owed by grotp undertaklngs
Corporation tax receivable

Other debtots

19

2019 2018
£m | -Em-
11.4 9.8
114 9.8
2019 2018
£m £m
. 02
4149 860.5
61.9 -
0:4 0.2
477.2 860.9




SSE EPM Limited
Notes on the Financial statements (continved)
for the year-ended 31 March 2019

11 Creditors /

Amounts falling due within one year:
Amounts owed to group.undertakings
Corporation tax payable
Accruals and deféerred income
Amounm owed to trust (see. note 12)

Amounts falling dueafter more than one year:
Amounts owed to group undertaklngs

12 Business separation transactions.

'Since the establishment of the trust-agreement, the'assets and liabilities held in ttie SSE EPM Triist are included within the

2019 2018
£fm « £m
103.9 ‘843.%
- 4.6

N 0.3
658.2 660.4
762.1 1,508.8
774.2 -
774.2 -

financial statements- of. SSE Energy Supply Limited. ('SSE ESL') as legal title ta the.assets-and liabilities remains with that | cornpany
The Trust relatmnshlp has the effect of transferring the economic benefit of thése.contracts to SSE EPM’ Limited, therefore the
movements on the balances held in trust are recognised in the profit and loss account of SSE'EPM Limited with a correspanding

movement in the inter-company balance with SSEESL,

NMovement in Trust:

‘Opéning balances:at-1.April

Add: decrease/(Increase) in intercornpany creditor in relation to trust. assets
and liabilities
At 31 March

Balances in relation to Trust properties'owed (to)/from SSE Eriergy Supply Limited:

Cash'and eash equivalents
Net trade criditors
Accridls and prepayments.
Operating-derivatives’
‘Deferred tax

Net trust liability

2018

. 2019
£m. £m
{660:4) (557.0)
2.2 (103.4)
(658.2) (660.4)
2019 2018-
£m - £r4n'
o4 0.1
(357.4) (481:8)
{27:7) (19.8) -
{450.0) {191:4)
76.5 32.5
(658.2) 1660.4)




SSE EPM Limited

Notes on the Financial statements fcontinved)
for the year ended 31 March 2019

-13  Deferred taxation

Deferred tax assets and Iiabﬁ[ties.are attributable to the following:

Financial assets {held'in company and in trust)
Net tax liabilities ‘

Movement in 'deferrgd tax during 'th:e, year-

Financial assets (held in company.and in trust)

Movemerit-in deferred tax during the prior year

Financial assets (held in-company and.in trust')

14 Share-capital’

Equity:
Allotted, called up and fully paid:
1 ordinary share of £1:00 eachi

Assets Liabilities Net
2019 3018 2019 2018 2019 2018
£m £m. £m £m £m £m
- - (12.5) (35.2) {12.5) (35.2)
. N (12.5) (35.2) (12.5) (35.2)
1 April 2018 Recognisedin Recognised in 31 March 2019
income equity .
£m ' £m £m £m
(35.2) 22.7 - {12.5)
(35.2) - 22,7 - {12.5)
(Restated) - V :
1Aprii2017 Recognisedin Recoghised in 31 March2018
‘income equity
£m £m £m £m
(42.1 61 0.8 {35.2)
{42.1 6.1 . Q0.8 (35.2)
12019 2018
£ £
1.0 1.0.
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SSE EPM Limited

Notes on the Financial statéments (continued)
for the year ended 31 March 2019

15 Péhsmns

Some of the Company’s employees.are members of the Scottish- Hydro Electric.Pénsion Scheme or Sotithern Electric Pension
Scheme which provides defined benefits based on pensionable pay: As there is no contractual agreement of stated group polity
for- charglng the net defined benefit cost of the plah:to.participating éntities, the-net defined benefit cost of the pension-plan is
recognised fully by the sponsoring employer, whichis.another member-of the grOup :

~New eémployees.can opt to jmn a personal pension scheme.which.is a.money purchase scheme with the’ Company matchlng the
members' contributions,up to a maximum of 6% of salary The schemé is managed by Aviva,

TheC'oﬁxpar'\y's,sharesof"the total contribution payable to the pehs'i_()n's.chemes during the year was £1.7m (2018: £1.3m).

16 Derivatives-and financial instruments

(i) Financial risk management .

This note presénts information about the fair value of the.company's financlal instruments, the company’s exposure to the:risks.
-associated with those Instruments, the company’s objectives, policies -and processes for measuring and managing risk. The:
‘company hias exposure to-the following risks from its use of financial instruments:

é  Creditrisk

e Liquidity risk:

& Commodity risk.

o Curr‘e‘nc‘y risk

The Board has overall responsibility for.the -estabiishment and oversight of the company's. risk. ‘management. framework The:
Energy Markets Risk Committee, which is a board sub-commlttee, comprises two Execitive Directors and three non-executive
dnrectors as well as the Director for: Rlsk Audit & Assurance. Its:specific.remit is to-oversee SSE's energy markets risk exposures,

In domg so the commxttee assists the board In the effective discharge of its. responsubnlmes in.relation to risk management and
internal coritral in this area.

The.Group’s policies for risk-management: are established to Identlfv the risks faced’ by the. Group, 10 set appropnate risk hm;ts
and.contrals, and to monitor risks and adhererice to limits.

The Campany is. requlred to disclose information on its financial lnstruments and has adopted pohc:es |dent|cal to’ that of the
Group; where appllcable Separate dlsclosure is provided where necessary,

Before détaiting the relevant qualitative and quantitative-disciosures in relation to- the potential risks faced by the company,
detzils'cn the different eategoriesof financial instrumient and the carrying and fair.values of each of those categor:es is provided
below.
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SSE EPM Limited

Notes on'the: Financial statements (continued)
for the year ended 31 March 2019

~16  Derivatives and financial instruments {continued)
(i) Derivative categories

For dis¢losure purposes, derivative financial instruments are classified into two categories, operating derivatives and financirig.
derivatives. Flnancmg derivitives ‘include all fair value' and cash flow. interest rfate hedges; nbn-hedge accounted
{mark-tormarket, rioted as MTM) interest rate dérivatives; cash flow foreign exchange hedges and non—hedge -accouhtéd. (MTM)
:foreign exchange contracts. Non-hedge ‘accounted contracts are treated as held for tradihg (MTM). The carrying value is-the
same as the faif value for all instruments. All halantes are stated gross of ‘associated deferred taxation. Gperating derivatives
relate.to ener'gy forward purchasée contracts which are all fair valued through the profit and loss account.

(iii) Fair values

The falr- values. of the Company's financial assets and’ financial lizbilities, and the carrying amounts in the balance sheet are
-analysed below. Balanceés included. in the. analysis of primary fi financial assets and liabilities mclude cash and. cash equivalerits,
trade and other debtofs,. trade and other creditors and derivative financial assets and Ilabllmes all of whlch are disclosed.

-separately,

Summary fair values

The fdir values of the.primary'_ﬂnan'ci’él assets.and liabilities'together with their carrying values are as follows:

2019 2019 2018 2018
Carrying value Fair value Carrying value Fair Valye:
£m £m. £m £m

‘Financial Assets } ' '
Trade and other debtors (note 10) 477.2 4772 8609 - 860.9
Derivative financial assets . 146.2 146.2 31.1 31.1

Financial Liabilities. ‘ _

Trade and other creditors {note 11) 1,536.3 1,536.3 1,508.8 1,508.8
Derivative financial liabilities 4:6 4.6 -14.5 14.5.

Basis of deterinining feir value
Certaln.assets and Jlablllttes designated and carried at amortised cost are receivables. For certain. current assets and liabilities-
thelr carrying value is-equivalent to fair value dueto short term. matunty

Assets and liabllities designated at falf valué and the fair value of other financial asséts and liabilities.have been determlned by
reference ta. closing rate market values. This basis has been used i valuing interest rate instruments, foréign curfrency hedge
contracts and foreign currericy deriominated long-term fixed rdte debt. Commoditv tontracts fair values ate based on published

pNCE quotations

The fair values are stated at a_specific date and may be different from the amounts which will actually be pald or.recelved on
settlement of the instruments.. .
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SSE EPM Limited

Notes on the Financial statements jcontinved)
for the year ended 31 March 2019

16 Derivatives.and financial instruments (continued)

Fair value hierarchy

The follownng table prowdes an analysas of financial instruments that are measured subsequent to initial recognmon at fair value,
_ grouped into Levels 1 to3 based on the degree to which the fair value.is observable:

. Lével 1 fair value measurements are those derived from:unadjusted quoted-market prices for identical assets.or Iiabilities’.

o level 2 fair value measiiremerits are those derived from inputs other than quoted -prices included within level 1 that are
observable forthe asset of liahility, euher directly {i.e. as prices) or indirectly {i.e. defived from prices).

* Level 3 fair value measurements are those derived from vaiuation techniques that include inputs for the asset or llability
that are riot based on observable market data:

2019
Level1 Level2 . Level 3 Total
| £m £m £m £m.
Financial assets.
Energy derivatives - , _ - 146.2 - 146:2.
' 4 ' - 146.2 - 146.2
Financial Liabilities
Finance'dérivatives ' , - " {4.6) T {4.6)
' - a6 - - (.6)
~ 2018
Level 1 Level 2 Level 3 Total
‘£m £m : £m . £m
Finantial Assets :
 Finance derivatives 20 - 2.0
Energy derivatives ' - 29.1 - 294
' ‘ - 31.1 ‘ - 311
Financial Liabilities o .
Energy derivatives ’ - {14.5) - (14.5)
' : - (14.5) - {14.5)

(iv) Risk

Liquidity risk _
Liquidity risk derives from the risk the Company will not be alile to meét-its financial obligations as they become duée. The
-company is reliant, upon the ultimate parent: comipany to. assist in meeting those fi naricial obligations. -The -ultimate ‘parent

company can be exposed to significant moveiment- In its liquidity position due to changes in commiodity pricés, worklng mpltal
-requirements and the impact of the seasonal hature of the business.

The following are the contractual caski flows of financial liabilities, |ncludlng estimated-.interést payments:and exdudlng the
effects of netting agreeiments:




SSE EPM Limited

Notes on the Financial statements (continued)
for'the year ended 31 March 2019

16 Derivafives and-financial instruments (continued) .

2019
Contractual - | ’ 5 years and
Carrying value cashflaw 1yearorless 1to<2yeats 2ta<Syears ‘over
£m £m . £m: £m £m £m
Derivative financial assets )
Energy derivatives . 146.2 {291.8) 31.5 {251.8) (71.5) -
: 146.2 (291:8) 31.5 (251.8) -~ (71L.5) -
Derivative financial : :
liabilities ‘ . .
Finance derivatives - {4.6) (107.1) {107.1)
‘ (4.6) (207.1) {107.1)
, 2018
. Contractual cash’
Carrying value flow dyearorless 1to<2years ‘2to<SyearsS5 yearsand over
. - £m £m £m £m ©Em £m -
. Derivative financial assets ’
Finance derivatives - 2.0 (83.2) (94.1} ‘100 0.9 -
Energy derivatives 29.1 (504.3) - (437.9) {66.4) -
.. 31.1 {587.5) {94.1) - {(427.9) (65.5) -
Derivative financial liabilitiés - : '
Energy derlvatives . {14.5} 461.0 461.0
(24.5) 461.0. 4610

Commodity risk )
The company’s: exposure to energy commod)ty price movements and requnrement for the delivery of its physical .commodity
needs.is. part of its: normal course: of busmess The nsk management activity camed out by EPM arises: from the Groups

procure. fuel and other commodxtles and provude aroute-to- market for Electrlc»ty Generatlon

The company’s strategyis.to manage-alt exposures* to commodlty risk- through volumetric limits and to measure the exposyre. by
use of Value at- Risk (VaR) models. The exposure is subject to.financial Iimlts established by the Groups Board and-managed by
reference to guidance-agreed by the Energy: Markets Risk-Committee. Exposures are-reparted to the Committee and to the Board
when certain trigger levels are exceeded. Within this approach the. company managesthe commodlty price risk assomated with
‘ both financial and non- flnanual commodlty contracts, it is .anly the-fair value of IFRS 9 i nancial. lnstruments which represents;
the -exposure. of the. company’s commodity price risk under’ IFRS 7. This is a consequence of the company’s :aceounting policy
which stipulates. that commodity contracts.which are demgnated as financial instruments under IFRS 9 should be accounted-for
on-g-fair value basis with changes in fair value -reflected in profit or equntv Conversely, commodity contracts that are not
designated as: flnancial instruments under IFRS 9 w:ll be accounted for as ‘own use' ‘contracts. As’ *fair value changes in own use.
contracts are not reflected through profit or eguity, 1 these do not represent the IFRS 7 commodity. price risk. Therefore, as the
overall company VaRs associated with commodity: risk. will be monitored for mternal risk management: purposes this. is- outside

the scope of IFRS 9.
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SSE EPM Limited
Notes on the Financial statements (continued)
- for the year ended 31 March 2019

16 Derivatives and-financial instruments {continued)

~ Commodity risk {continued)

In-EPM, the economic volatility that tHe company Is.exposed to, and’ the risk related to this, is managed through a selection of
Tonger arid shorter term contiacts for commedities such as gas, electricity, coal and carbon allowances, the arm’s Iength
arrangements'with the Group’s gas production business.and through flexibility-from the Group’s fleet of generation assets
including-assets such as ptmped storage generating plant, flexible hydro generating plant, standby ml plant and contracts w:th
the gas storage business:

The company's exposure to .commodity. price risk. according ‘to. IFRS 7 is measured. by reference to the company’s IFRS 9
com'modit'v contracts. {FRS 7 requires disclosure: of a sensitivity analysis for market rigks. that is intended to illustrate the.
sensitivity of the companys financial posmon and. performance to changes in-market variables impacting upon the.fair valueor-
cash’ fiows associdted with. the company’s financial instruments,

TTherefore, the sensitivity analysis provided:discloses the effect.on profit of loss and equity at the balance sheet date assuming:
that a.reasonably possibfe change'in the relevant commodlty price had occurred, and had: been applled to the risk exposures in

" existence at that: date. The.reasonably possible changes in commodity prices used in the sensitivity analysns“were determined
based on calculated or implied volatilities where available, of historical data: '

The sefsitivity ‘analysis has'been calculated .on the basis that the proportion of commodity contracts that are IFRS'9" financial

instruiments remains consistent with those at that point. Excluded from this analysis-are-all commodity . contracfs that are not
financial instrurmerits under IFRS S.

2019 2019 2018 2018

Reasonably Reasonably:

possible : possible

- ' incréase/ " increase/

. ‘decrease in decrease in

) ) = Base price (i) variable Base price variable
Commadity prices. : '

UKgas.(p/therm) - ‘ a7 - +/-19 45 +/-11

UK power (£/MWh) . . 48 +/-19- 45 +/-11

UK coal {US$/tonnie), 73 +/-8 74 ©wf-12

UK:emissions (€/tonne} ' 22 +/-7 13 +/-5

UK il (US$/bb|) ' . 63 +/-13 61 +/-10

I The base price represents the average forward market pnce ‘over the duration of the ‘active market curve used to calculate
the sensttlwty analysis.

The:impacts of reasonably possible changes in commodlty prices on proﬁt after taxation based on the rationale described are as
follows . :

2018 2018

. o Base price’  Base price

Incremental profit/(loss) : £m £m

Commodity pricés combined - increase - ' ; 178.3 12.5
‘Coinmodity prices combined - decrease (178:3) (12.5)

2




SSE EPM Limited

- Notes on the Financial statements (continued)
for the year ended 31 March 2019

‘16 Derivatives and finaricial instruments (continued)

Currency risk

The Company publishes its financial statements.in Sterling but also conducts business in foreign currencies. The company's policy

Is to use forward contracts, swaps and options to managé’its exposures to foreign exchange: risk. All .such exposures- ‘are’

transacticnal ifv nature, and reldte primarily to commodity purchasing,’ commodity hedging, and the purchase and sale:of carbon
emission certificates. The policy is to seek to hedge. :100%- of its currenty requirements arising under all committed: contratts

except commodity hedge transactions, the requirerhents for which are significantly Jess predictable. The policy“for these latter

‘transactions is to assess the Group's requirements on a-rolling basis and to enter into cover contracts. as.appropriate.

Significant ‘exposures.are reported to, and d'igcusse'd by, the Energy Markets R'i'sk—‘Committee and addition'aily form part of the
bi-annual Treasury report to the Audit Committee, - .

17 Ultimate parént company

The Company is'a subsidiary- of SSE pic, which is the ultimate parent company ‘and is.registered in Scotland. The {argest.and
smallest Group-in which the results of the Company arée consolidated is that headed by SSE - plc. The tonsolidated financial
statements of the Group’ (which include those of the Com pany) are available froi the Company Secretary, SSE pl¢, Inveralmond
House, 200 Dunkeld Road, Perth, PH1 3AQ or by accessing the Company's website at- www.§se.com. ’
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