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Strategy

To deliver sustained real growth in the dividend payable to
shareholders through the efficient operation of, and investment

In, a balanced range of regulated and non-regulated energy-
related businesses.

@ Scottish and Southern
€ Energy

energy made better
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Key questions

e s production sustainable?

« Are electricity and gas affordable?

« How will networks continue to be reliable?

* Are energy services dependable?

 How can SSE maintain its dividend growth track record?
* How is profitability increasing, to support the dividend?
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Continuing Profit Growth

Adjusted Profit Before Tax
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Scottish and Southern
Energy

Continuing Profit Growth — Adjusted PBT

Year to 31 March

2008 2007
£m £m

Reported profit before tax 1,083.8 1,132.0

Fair value re-measurements (IAS 39) 164.1 (56.2)

52 @9
Tax on JVs and Associates 41.9 33.8
Interest on convertible debt 4.6 3.6

Adjusted profit before tax 1,229.2 1,079.3
Adjusted earnings per share 105.6p 92.5p
Dividend cover 1.73 1.68
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Continuing Profit Growth — By Business

Operating Profit to 31 March

£m £m %
724.2 642.6 12.7
544.4 4711 15.6

Contracting Connections and 55.6 51.6 7.8
Metering

00 = @9

Property and Corp Services 3.9 3.8 2.6

Unallocated costs (9.8) (7.8) :
O Total 1,383.5 1,231.1 12.4
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CaS h FI ow Year to 31 March

£m £m
Cash from operating activities 1,156.3 868.9
Capital expenditure (798.8) (564.1)
Proceeds on sale of telecoms sites assets* 75.0 -
Dividends paid (502.8) (411.3)
Share buy-back (237.0) -
Convertible debt to equity (non cash) 220.6 0.1
Acquisitions and investments (1,332.9) (13.3)
Other (13.4) 53.2

Increase in net debt (1,433.0) (66.5)

*Treated as an exceptional item
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‘OiIl hits new record price’

4 January 2008 27 May 2008
$91/barrel $129/barrel
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Generation — Growing Impact of Airtricity

Operational (MW) Consented (MW)

._,..}

Jan 08 May 08 Jan 08 May 08 Jan 08 May 08
474 601 399 428 873 1,029

Onshore wind farm capacity
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Scottish and Southern
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Generation — Renewables/Sustainability

1,000MW onshore wind
operating/with consent
2,000MW renewable
capacity operating
3,000MW renewable
capacity operating/with
consent

4,000MW target for
operating renewable
capacity by 2013 (UK and
Ireland)
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UK targeting 33GW of
offshore wind
Framework to encourage
investment — Greater
Gabbard

Intermittency issues
managable

Security of supply and risk
management

Questions more pressing
than nuclear answer
Returns over hurdle rate

Generation — Renewables/Sustainability




Generation — Gas/Flexibility

* Avoiding dependency on single fuel
» Best-placed UK generator

» Investment in cleaner fossil fuels
« Marchwood 58% thermal efficiency = &
- Relatively low capital cost S EEN W
 Extended PPAs at Seabank PR S, SRS,
« Consent to extend Barking

* Option for additional CCGT plant
« Flexibility is critical

12 -
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Scottish and Southern
Energy

Generation — Coal/Diversity

« Avoids over-reliance on gas

 FGD complete this year

« Capture-ready Supercritical
options at Ferrybridge

« Impact of global demand for
generation equipment

* Value of existing assets re-
inforced

Current electricity generating capacity (GW)

1.4 0.1

O Coal B Gas OWind OHydro B Biomass
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Scottish and Southern
Energy

Supply — Growing Energy Customer Numbers

Number of electricity and gas customers

Dec 2001 March 2002  March 2003  March 2004  March 2005  March 2006  March 2007  March 2008
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Supply — Sector-leading Service
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Number of cases per 100,000 customers

Source: Energywatch
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Supply — Product Developments
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Networks — A New Era

« Ofgem review of regulation

« Gas DPCR 08-13 —
iInvestment

« Electricity DPCR 10-15 —
under way

* Increasing investment
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Networks — Electricity

* More investment — 40%
Increase over three-years

 RAV growth to £3bn in 2010

* Benefit of index-linked revenue

« Accommodating demand and
renewables

* Increased revenue; also
incentive-based income

* Beauly-Denny Pl completed



-19 -

Networks — Gas

« £380m total capex and
repex in 07/08

 GDPCR green light for
more investment

 £3.5bn to £4.8bn RAV by
2013

« Opex out-performance

* Lower-risk environment

* Business coming of age
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Energy-related Services — Gas Storage

 Hornsea — 100% availability

e Aldbrough 1 — 280mcm*

« Commercial operation in
autumn (three caverns)

« Aldbrough 2 — 200mcm*

e Adding to gas storage
capacity

*SSE share
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Energy-related Services — Contracting

« Extended GB coverage

* Leading position in PFI
streetlighting — 300,000
columns

e Customers’ needs more
complex

* Repeat business
emphasises dependability
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Maintaining Balance Sheet Strength

e £238.2m share buy-back

e Convertible Bond - £220.7m converted

e 870.1m share in issue (March 2008)

« Approach to balance sheet strength gives
options — Slough, Airtricity

« Underlying interest cover of 11.7 times*

* Average debt maturity 8.6 years

« Undrawn committed bank facilities of £1.1bn

* Excludes SGN



Growing Investment Profile Across All Businesses

Last 5 years

13% %
12%

18%

37%

Total spend = £2.6bn

Renewables: 19%
-23- All in nominal terms

15%

3%

Next 5 years

3% 6%

7%

Total spend = £6.7bn

Renewables: 46%

36%

3%

®@ Wind

O Hydro

B New markets /
waste to energy

O Power systems

0O Coal generation

B Gas generation

B Gas storage

O Other
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Maintaining Dividend Track Record

« Stick to financial principles

e Investinright areas

e Successful operations

* New opportunities — Europe and China

* Emerging technologies - £60m committed
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Maintaining Dividend Track Record
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A Balanced Approach to Maintaining Dividend
Track Record

Supply
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