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A farmyard tale
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The more things changeé..

Å ñWe will never return to the old boom and bust.ò  Rt Hon Gordon 

Brown MP, March 2007

Å ñEconomic times are arguably the worst theyôve been in 60 years.ò  

Rt Hon Alistair Darling MP, August 2008

Å The UK ñis in a deep recession.ò  Governor Mervyn King, February 

2009

Å ñThe most serious global recession for, Iôm sure, over 100 years.ò  

Rt Hon Ed Balls MP, February 2009

Å ñThis is the mother of all economic crises.ò New Statesman, 

February 2009 
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é..the more they stay the same at SSE

Å Still adding to generation capacity: up 200MW to 10.7GW*

Å Still growing customer numbers: up 550k to 9m*

Å Still increasing network RAV: up £250m to £4.7bn**

Å Still developing services: out-of-area networks up 11 to 44 

é..and most importantly of allé..

* December 2008  ** Estimate for March 2009 includes 50% of SGN



- 4 -

25.7p
27.5p

30.0p
32.4p

35.0p
37.7p

42.5p

46.5p

60.5p

66.0p

55.0p

0

10

20

30

40

50

60

70

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

F
u

ll 
y
e

a
r 

d
iv

id
e

n
d

 (
p

e
n

c
e

 p
e

r 
s
h

a
re

)

*

*2009 forecast

é..the dividend keeps growingé..
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é..and ónot everyone gets skittled by recessionô 

Source: Sunday Telegraph/Price Waterhouse Coopers Sector Vulnerability Index, March 2009
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But everyone has risks to manageé.. 

ÅInvestment

ÅFinancial 

ÅRegulation and Government

ÅTreasury

ÅEnergy Trading

ÅOperations
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é..and these risks have to be managedé..

Å Continual risk mapping

Å Systems of internal control

Å Clearly defined responsibilities and 

authority levels

Å Ongoing auditing and action plans 
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émanaging risks (1)é

Treasury Å Strong balance sheet

Å Sound debt structure

Å Continuity of funding and flexibility

Energy trading Å Flexibility of generation portfolio

Å Mix of contracts for commodities

Å Value at Risk (VaR) model

Financial Å Six financial principles

Å Clear authorisation levels

Å Financial review cycle
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émanaging risks (2)é

Operations Å Embedded core values (eg Safety)

Å Culture of operational excellence

Å Hands-on management

Investment Å Beat cost of capital

Å Appropriate hurdle rate

Å Post-investment appraisal

Regulation and 

government

Å Comprehensive engagement

Å Direct communication

Å Prepared to be unconventionally right!
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é..but it takes more than risk management to 
manage riské..

ñé..last year also saw us benefit from our focus on credit quality and risk 

managementé..ò  Royal Bank of Scotland Annual Report, February 2008

ñé.identification, measurement and management of risk is a strategic 

priorityé.òHBOS Annual Report 2008
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é..itôs the strategy, stupid

The delivery of 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
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Regulated and non-regulated: % operating profit

39.4%

Regulated

60.6%

Non-Regulated

SSE Operating Profit 2007/08
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Regulated electricity and gas networks: % RAV*

39.3%

Gas

60.7%

Electricity

Å 2010 ïnew Electricity 

Distribution Price Control

Å 2012 ïnew Electricity 

Transmission Price Control

Å 2013 ïnew Gas Distribution 

Price Control 

* As at 31 March 2008; Gas represents SSEôs 50% share of Scotia Gas Networks
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Growing Generation andSupplyé..
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é..while maintaining diversity and optionality in 
Generationé..

Renewable (2.2GW)
Gas/Oil (4.5GW)

Coal/Biomass (4.0GW)

SSE Generation Capacity 2009
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éand balancing established and 
emerging technologiesé

ÅCoal ïMulti-fuel

ÅGas ïsolar/thermal

ÅOnshore wind ïoffshore wind

ÅHydro ïmarine
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é..and a balanced proposition in Supplyé..
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é..making sure SSE is not a one-way beté..

ñDonôt bet

the farm!ò


