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' SCOTTISHPOWER (DCL) LIMITED.
DIRECTORS’ REPORT

The directors present their report and audited Accounts for the year ended 31 December 2018 in accordance with the
special provisions relating to small sized companies under section 415A of the Companies Act 2006. The directors have
taken advantage of the small companies’ exemption provided by section 4148 of the Companres Act 2006 not to provrde
a Strategic Report.

ACTIVITIES AND REVIEW . :

" The principal activity of ScottlshPower (DCL) lelted (“the company”), reglstered company number 02675504 is to hold
a loan receivable from another Scottish Power Limited group (“ScottlshPower ) company. The company w1|| contmue
with this activity for the foreseeable future.

The ultimate parent of the company is tberdrola, S.A. ("Iberdro|a") which is Ilsted on the Madrid stock exchange and the.
immediate parent of the company is Scottish Power Retail Holdings Limited (“SPRH”) formerly known as Scottish Power
Generation Holdings Limited. Scottish Power Limited (“SPL”) is the United Klngdom (“UK”) holding company of the

Scottish Power Limited group {“ScottishPower”), of which the company is a member. '

' MANAGEMENT OF RISKS : :
The business identifies and assesses the key business risks associated with.the’ achlevement of its strateglc objectlves
Any key actions needed to enhance the control environment are identified, along with the person responsible for the
management of the specific risk. Details of the risk management practlces of ScottlshPower under which the company
: operates are provided.in Note 4. '

RESULTS AND DIVIDENDS :
The net profit for the year amounted to £0.7 m||I|on (2017 £0.6 mllllon) No d|V|dends were pald during the current or
prior year. . :

LIQUIDITY AND CASH MANAGEMENT

Cash and net funds .

There was no overall- movement in the net cash flows from operating actrvmes (refer to cash ﬂow statement on page 8).
Net funds (con5|st|ng of gro,up loans recelvable) |ncreased by £0.6 million to £55. 6 million (refer to Note 3 on page 12).

Capital structure

The company is wholly funded by equrty All equity is held by the company’s immediate parent company, SPRH. Treasury
services are provided by SPL. Further details of the treasury policy for ScottlshPower and how it ma nages thrs is included.
in Note 4. -

HEALTH AND SAFETY ) :

The company has a clear strategy-to continue.to improve health and safety performance usmg ScottishPower health and
safety standards. A more extensive description of how ScottishPower, and therefore the company, addresses health and
safe_ty requirements can be found in the most recent.Annual Report and Accounts of SPL. '

ENVIRONMENTAL MANAGEMENT AND REGULATION
- Throughout its operations, ScottishPower strives to meet, or exceed relevant legislative and regulatory environmental
requirements. and codes of practice. A" more extensive description of how - the company addresses envnronmental
.requirements can be found in the most recent Annual Report and Accounts of SPL.

MODERN SLAVERY STATEMENT: .

ScottishPower is committed to human and labour rlghts and to ehmlnatlng modern slavery that could in. any way be
connected to its business. ScottishPower welcomed the introduction of the Modern Slavery Act 2015. ScottishPower
published its most recent Modern Slavery Statement in June 2019 whnch was approved by the Board of Directors of SPL
and signed by Keith Anderson, Chief Executive Officer.

, ScottrshPower s Modern Slavery Statement is publlshed on the ScottishPower web5|te at
- www.scottishpower. com/pages/scottrshpowers modern _slavery_statement.aspx..

DIRECTORS
The directors who held office durlng the year were as foIIows

Heather Chalmers White
Oscar Fortis Pita

Heather Chalmers White resigned on 31 January 2019. Douglas Ness was appointed as a director.on 30 July 2019.
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SCOTTISHPOWER (DCL) LIMITED
DIRECTORS’ REPORT continued

) DIRECTORS' INDEMNITY
In terms of the company’s Articles of Association, a qualifying third party indemnity provision is in force for the benefit of
all the dlrectors of the company and has been in force during the financial year.

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE DIRECTORS’ REPORT AND ACCOUNTS .
The directors are responsible for preparing the Directors’ Report and Accounts in accordance with applicable law and
regulations.

Company law requires the directors to prepare fmanual statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with International Financial Reporting Standards as adopted by
the European Union (“EU”) as at the date of approval of these Accounts and which are mandatory for the f“nanCiaI year
ended 31 December 2018 (”IFRSs as adopted by the EU”) and applicable law. ,

.Under company law the directors must not approve the flnanaal statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period In
preparing these financial statements, the. directors are required to: ' '
‘s select suitable accounting policies and then apply them consnstently,‘ o
. make judgements and estimates that are reasonable, relevant and reliable;
o state whether they have been prepared in accordance with IFRSs as adopted by the EU;
assess the company’s ability to continue as a going concern, disclosmg, as applicable, matters related to going
‘concern; and :
e use the going concern baS|s of accounting unless they either |ntend ‘to Iqu|date the company or to cease
operations or have no realistic alternative but to do so.

The directors are respon5|b|e for keeping adequate accounting records 'that are suff|c1ent to show and explain the

- company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and

enable them to ‘ensure that the financial statements comply with the Companies Act 2006. They are responsible for such

- internal control as they determine is necessary to enable the preparation of financial statements that are free from -
material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are

- reasonably open to them to safeguard the assets of the company and to-'prevent and detect fraud and. other
irregularities.

Under applicable law and regulations, the directors are also respon5|ble for preparmg a Directors Report that comphes
with that law and those regulations

- Disclosure of mformatron to auditor
Each of the directors in office as at the date of this Directors’ Report and Accounts conflrms that:
e sofar as he is aware, there is no re.Ievant audit information of which the company'’s auditor is unaware; and
e he has taken all the steps-that he ought to have taken as a director in order to make himself aware of any relevant
_ audit information and to establish that the company’s auditor is aware of that information.’ ’

This confirmation is given and should be |nterpreted in accordance with the provrsrons of Section 418 of the Compames
"Act 2006. :

~ AUDITOR . : Co
KPMG LLP were re- appomted as the audltor of the company for the year ended 31 December 2018.

ON BEHALF OF THE BOARD

Douglas Ness
Director

4. Augtist 2019



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF SCOTTISHPOWER (DCL) LIMITED

Opinion

We have audited the financial statements of ScottishPower (DCL) Limited (“the company") for the year ended 31
December 2018 which comprise the Balance Sheet, Income Statement and Statement of Comprehensive Income,
Statement of Changes in Equnty, Cash Flow Statement, and related notes, including the accounting policies in Note 2.

In our opinion the financial statements
- give a true and fair view of the state of the company s affairs as at 31 December 2018 and of |ts profit for the year-
" then ended;
e have been properly prepared in accordance wrth Internatlonal Financial Reportlng Standards as adopted by the
European Union; and .
-~ ® havebeen prepared in accordance wrth the requlrements of the Companies Act 2006.

Basis for opinion : . o
We conducted our audit in accordance with Intematlonal Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
“Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the
_company in accordance with, UK ethical requirements including the Financial Reporting Council (“FRC”) Ethical Standard.
We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion. ‘

Impact of uncertamtles due to the UK exiting the European Union on our audit

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial statements. All

audits assess and challenge the reasonableness of_estimates made by the directors and the appropriateness of the going

" - concern basis of preparation of the financial statements. All of these depend on assessments of the future economic
environment and the company’s future prospects and performance. :

Brexit is one of the most significant economic events for the UK, and at the date of this report its effects are subject to
unprecedented levels of uncertainty of outcomes, with the'full range of possible effects unknown. We applied a
standardised firm-wide approach in response-to that uncertainty when assessing the company’s future prospects and
.performance. However, no audit should be expected to predlct the unknowable factors or all p055|ble future |mpl|cat|ons
~ for a company and this i is particularly the case in relation to Brexit.

Going concern

The directors have prepared the financial statements on the going concern basns as they do not intend to liquidate the

company or to cease its operations, and as they have concluded that the company’s financial position means that this is

realistic. They have also concluded that there are no material uncertainties that could-have cast significant doubt over its ,
ability to continue as a going concern for at least a year from the date of approval of the fmancral statements.(“the going

' concern period”). :

We are requ1red to report to you if we have concluded that the use of the going concern basns of accounting is .
mappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for-a perlod of at least a year from the date of approval of the financial statements. In our evaluation of the directors’
conclusions, we considered the inherent risks to the company’s business model, including the impact of Brexit, and
.analysed how those risks might affect the company’s financial resources or ability to continue operations over the going
concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and-as subsequent events may result in outcomes that are
inconsistent with judgements that were reasonableat the time 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. :

Directors’ report’
The directors are responsible for the directors’ report. Our opinlon on the financial statements does not cover that
report and we do not express an audit opinion thereon. '

Our responsibility is to read the directors’ report and in doing so, consider whether, based on our financial statements
audit work, the |nformat|on therein is materlally misstated or inconsistent with the financial statements or our audit
knowledge



INDEPENDENT AUDITOR’S REPORT
TO THE MEMBER OF SCO'ITISHPOWER (DCL) LlMITED contlnued

Dlrectors report continued

Based solely on that work: .

e we have not identified material misstatements in the directors’ report; .

e- inour opinion the information given in that report for the financial year is consistent with the financial statements;
and . , ' ‘ S ‘ : L

e inour opinion that report has been prepared in accordance-with the Companies Act 2006.

Matters on which we are requlred to report by exception

Under the Compames Act 2006, we are required to report to you if, in our opmlon

e adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or .

e the financial statements are not in agreement W|th the accountmg records and returns; or

e . certain disclosures of directors’ remuneration specified by law are not made; or '

e we have not received all the information and explanations we require for our audit; or .

e the directors were not entitled to take advantage of the small companies exemptnon from the requurement to
prepare a strateglc report. . .

We'hav'e nothing to report in these respects. - : : o

Directors’ respon5|blllt|es : :

As explained more fully in their statement set out on page 2, the directors are responsible for: the preparation of the
financial statements and for belng satisfied that they give a true and fair view; such internal control as they determiné is
necessary to enable the preparation of fmancnal statements 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 appllcable matters related
to going concern; and using the going concern basis of accounting.unless they elther intend to I|qu1date the company or
to cease operations, or have no realistic alternatlve but to do so.

Audltor’s respons:bllltles v : .

Our objectives are to obtain reasonable assurance about whether the flnanaal 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 mfluence the economic dec15|ons of users
taken on the baS|s 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 responssbllmes

This report is made solely to the company’s member, 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 member 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 member, as a
body, for.our audit work, -for thls report or for the oplnlons we have formed

S

Andrew Williamson (Senior Statutory Auditor)
for and on'behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
319 St. Vincent Street
.-Glasgow
G2 5AS .
\} August 2019



- SCOTTISHPOWER (DCL) LIMITED
. BALANCE SHEET
at 31 December 2018

2018 . 2017

Notes £m ) £m
- ASSETS A '
CURRENT ASSETS . 4
Other receivables o o ’ . ’ o 3 56.5 : 55.7
CURRENT ASSETS ’ I : . . 56.5 ) 55.7 .
TOTAL ASSETS : : - o - 56.5 55.7
EQUITY AND LIABILITIES
EQUITY . : _ : : _
Of shareholders of the parent . A I ‘ 56.3 ‘ 55.6
Share capital ' . . ‘ : ' 5,6 | 509 . . 50.9.
. Share premium . o ) o 6 . 33 . . .33
Retained earnings - ' . e ©2.1 1.4
- TOTALEQUITY ) - T 56.3 . 556
CURRENT LIABILITIES ' 4 , .
" Current tax liabilities . . o 0.2 0.1
CURRENT LIABILITIES Co e ) ' C ' 0.2 C 0..1
TOTAL LIABILITIES- - ] ; . - 0.2 0:1
TOTAL'EQUITY AND LIABILITIES C 5 . : ' .. 565 55.7

' Approved by the Board and signedﬁon its behalf on )1 'Au'gust 2019,

Pouglas Ness
. Director

The accOmpan“y_i‘ng Notes 1 to 12 are én integral part of the balance sheet at 31 December 2018."
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SCOTTISHPOWER (DCL) LIMITED
INCOME STATEMENT AND STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2018

. 2018 2017

Notes v £m - £m

Finance income - ) 8 0.9 0.7

PROFIT BEFORE TAX o : o : : . I 0.9 0.7
" Income tax : . ‘ - 9. - {0.2). ~.(0.1)

NET PROFIT FOR THE YEAR - ) . - 0.7 - 0.6

Net profit for both years is wholly attributable to the equity holder of ScottishPower (DCL) Limited.. -
Net profit for both years comprtses total comprehensive income.

All results relate to continuing operations.

The accompanylng Notes1 to 12 are an integral part of the i income statement and statement of comprehens»ve income -

forthe year ended 31 December 2018.



SCOTTISHPOWER (DCL) LIMITED
STATEMENT OF CHANGES IN EQUITY
forthe year ended 31 December 2018

Share '~ Share Retained
capital premium earnings - Total
o fm - Em £fm. £m
At 1 January 2017 4 v _ _A 509 33 08 . 550
Total comprehensive income for the year o ~ : - - 06 0.6
At1January 2018 o A .. 509 33 14 55.6
Total comprehensive income for the year . ' - - .07 0.7 .
At 31 December 2018 - - 509 33 21 . . 563

The accompanying Notes 1 to 12 are é‘n integral part of the statement of changes in equity for the year ended 31

December 2018.



SCOTTISHPOWER (DCL) LIMITED
CASH FLOW STATEMENT o _
for the year ended 31 December 2018

2018 .-

2017

. ) £m £m
Cash flows from operating activities o .
_ Profit before tax 0.9 0.7 .
‘ Adjustments for: " h
Finance income _ (0.9) (0.7)
*Interest received - 0.7 0.6
Income taxes pand (0.1)
Net cash flows from operatmg activities.{i) " 0.6 0.6
Cash flows from investing activities. . . . .
‘Increase in amounts due from Iberdrola group companles current Ioans recelvable (0.6) . {0.6) -
: (0.6) ... (0.6)

Net cash flows from investing activities (ii)

Net cash and cash equivalents (i)+(ii)
Cash and cash-equivalents at beginning of year

Cash and cash equivalents at end of year

" The accompanying Notes 1 to 12 are an integral part of the cash-flow statementifor the year ended 3;1 Decembér 2018.
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SCOTI'ISHPOWER (DCL) LIMITED
"NOTES TO ACCOUNTS
31 December 2018

1 BASIS OF PREPARATION

A COMPANY INFORMATION ‘

ScottishPower (DCL) Limited, registered company number 02675504, is a private company limited by shares,
|ncorporated in England and Wales and its reglstered address is 3 Prenton Way, Prenton, CH43 3ET.

B BASIS OF PREPARATION OF THE ACCOUNTS

The company is required by law to prepare Accounts for the companhy and to deliver them to the Reglstrar of Companies.
The Accounts have been prepared in accordance with International Financial Reporting Standards, as adopted by the EU
as at the date of approval of these Accounts which are mandatory for the financial year ended 31 December 2018 (IFRSs
as-adopted by the ‘EU). The Accounts are prepared in accordance with the Accounting Policies set out in Note 2.
Monetary amounts are presented in pounds Sterling and are rounded to the nearest hundred thousand unless otherwise
‘mdrcated :

B1 EFFECT OF INITIAL APPLICATION OFIFRS9 :
This is the first set of the company’s annual financial statements in WhICh 1FRS 9 ‘Financial Instruments’ has been applied.
' The nature and effect of the changes as a result of the lmplementatlon of this standard is descrlbed below.

IFRS 9 replaces IAS 39 ‘Financial Instruments: Recognltlon and Measurement’ for annual periods beglnmng on or after 1
January 2018, bringing together all aspects of the accounting for financial instruments.

‘The initial application of IFRS 9 has not had a significant impact on the company and therefore there is nOthing to
disclose in relation to the. lmpact on the opening balances at 1 January 2018.

The company has applied IFRS 9 retrospectlvely, with the initial apphcatlon date of 1 January 2018. [n line with

- consequential amendments to IFRS 7 ‘Financial Instruments: Disclosures’, the company has elected not to restate
comparative information. As a result, the comparative information provided continues to be accounted for in accordance
with the company’s previous accounting policy under 1AS 39. . ' '

(a) Classification and measurement of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair value
- through other comprehensive income (“FVOCI”) and fair value through profit or loss (“FVTPL”). The classification of
financial assets under IFRS 9 is generally based on the business model in which-a financial asset is managed and its
contractual cash flow characteristics. IFRS 9 eliminates the previous 1AS.39 categories of held to maturity, loans and
receivables and available for sale. IFRS 9. largely retains the existing requrrements in IAS 39 for the classification and '
measurement of fmancral liabilities. .

Financial assets )
The company has. classified its financial assets as being held at amortised cost. A description of the amortised cost
category of financial assets can be found in Note 2A1.1. '

The following table and the accompanymg notes explain the original measurement category under IAS 39 and the new
) measurement category under IFRS 9 for the company’s financial assets at 1 January 2018. :

, Original New

Original . New carrying carrying

Classification " Classification _ ~value value

. ) _ . ) under ‘under under IAS 39 under IFRS 9
Financial Asset . . ‘ ~ IAS 39 IFRS9 . nNotes © fm - £m
Current receivables - Loans and receivables Amortised cost i), (i) 55.7 o 55.7

(i) Current receivables comprise loans and interest receivable due from Iberdrola group companies. Refer to Note 3.

{i)  Whilst these balances are subject to the impairment requirements of IFRS 9, the identified expected credit loss {“ECL”) was less than £0.1 million.
The company uses the general model to measure ECLS. An extensive description of the general model used by ScottishPower, and therefore the
company, can be found in the most recent Annual Report and Accounts of SPL

The classification and measurement requirements of IFRS 9 did not have a significant impact on the company. Other
receivables continue to be valued at amortised ‘cost as was the case under the prewously applied IAS 39.

Financial liabilities
‘The company had no flnanCIal lrabrhtles at 1 January 2018.



- SCOTTISHPOWER (DCL) LIMITED
NOTES TO ACCOUNTS continued
31 December 2018

1 BASIS OF PREPARATION continued

C ACCOUNTING STANDARDS

in preparing these Accounts, the company has applied all relevant International Accounting Standards (“IAS”),
Interhational Financial Reporting Standards (“IFRS“) and International Financial Reporting Interpretations Committee
(“IFRIC) (collectlvely referred to as IFRS) that have been adopted by the EU as of the date of approval of these Accounts
and that are mandatory for the finaricial year ended 31 December 2018.

For the year ended 31 December 2018, the company has applied the following amendments for the first time:

Standard-

Notes

¢ Annual Improvements to IFRS Standards 2014 -2016 Cycle

* IFRS 15 'Revenue from Contracts with Customers' (including 'Amendments to IFRS 15: Efféctive date of
IFRS 15' and 'Clarifications to IFRS 15 Revenue from Contracts with Customers')

* |[FRS 9 ‘Financial Instruments’

.. Amendments to IAS 40 'Investment Property Transfers of Investment Property’
* Amendments to IFRS 2 'Share- based Payments: CIar|f|cat|on and Measurement of Share-based

Payment Transactions’.

e Amendments to IFRS 4 'Applylng IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts

 [FRIC 22 'Foreign Currency Transactions and Advance Consideration'

~ (a), (b)
(a)

(c)
(a)

(a)

~fa)
(@)

" {a) The application of these pronouncements has nat had a material impact on the company’s-accounting poI:c:es financial position or performance,

(b) This pronouncement includes amendments to‘three standards. The amendments to IFRS 1 ‘First-time Adoption of International Financial Reporting
Standards’ and IAS 28 ‘Investments in Associates and Joint Ventures’ have been applied by the company effective 1 January 2018. The
amendments to IFRS 12 'Disclosure of Interests in Other Entmes were applied by the company efféctive 1 January 2017.

{c) Refer to Note 1B1 for further information.

The folIowmg new standards and amendments to standards have. been issued by the Internatronal Accountlng Standards
Board (“IASB”) but have an effective date after the date of these financial statements or have not been endorsed by the

EU thus have not been |mp|emented by the company:

IASB effective

date (for periods

commencing

Planned date of
application by .

Standard ‘Notes on or after) =~ ‘the company
* IFRS 16 ‘Leases’ (d) - 1January 2019 1 January 2019
¢ IFRIC 23 'Uncertainty over Income Tax Treatments . (e) 1January 2019 1 January 2019
¢ Amendments to IFRS 9 'Financial Instruments: Prepayment Features " (e) 1January 2019 1 January 2019
with Negative Compensation’ ) )
- * Amendments to IAS 28 'Investments in Associates and .lomt Ventures: (e} 1January 2019 1 January 2019
- Long-term Interests in Associates and Joint Ventures' o
* Annual Improvements to IFRS Standards 2015-2017 Cycle -~ (e) 1January 2019 1 January 2019
. Amendments to IAS 19 'Employee Benefits: Plan Arnendment, . (e) 1January 2019 1 January 2019
Curtailment or Settlement' . ' o
* Amendments to References to the Conceptual Framework in IFRS (e), () 1January 2020 1 January 2020
Standards o ‘ L o :
* Amendments to IFRS 3 ‘Business Combinations’. (e), (f) - 1January 2020 1January 2020
.« Amendments to IAS 1 ‘Presentation of Financial Statements’ and IAS 8 (e), (f)

'Accountmg Policies, Changes in Accountmg Estimates and Errors
'Danltlon of Material'

- 1January 2020

1January 2020
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SCOTTISHPOWER (DCL) LIMITED
NOTES TO ACCOUNTS continued
'31 December 2018

‘1 BASIS OF PREPARATION continued

~C  ACCOUNTING STANDARDS continued :
: ' ’ 1ASB effective

date (for periods Planned date of
commencing- application by -

" Standard continued : . - ‘ Notes : . onorafter) the company
*|FRS 17 ‘Insurance Contracts’ o ‘ (el () 1January 2021 1 January 2021
* |FRS 14 'Regulatory Deferral Accounts' . ’ (e), (), (g) 1January 2016 . To be decided .-
* Amendments to IFRS 10 'Consolidated Financial Statements' and ' - {e), (f), (h) Deferred indefinitely  To be decided

"IAS 28 'Investments in Associates and Joint Ventures': 'Sale or .
Contnbutron of Assets between an Investor and its Associate-or

Joint Venture' .

{d) IFRS 16 ‘Leases’ is effective for the company as from 1 January 2019. The company has carried out analysis in order to assess whether its
agreements are, or contain, a lease at their inception considering the requirements of IFRS 16. The future application of this standard is not

" eéxpected to have a material impact on the company’s accounting policies, financial position or performance .

(e} The future application of this pronouncement is not expected to have a material impact on the company’s accounting pollcres, financial position or
performance.

{f) This pronouncement has not yet been endorsed by the EU.

" (g) The endorsement process of this interim standard has not been launched as the EU has decided to wait for the final standard to be issued.

(h} The’ IASB set the effective date of this pronouncement as for periods commencing on or after 1 January 2016. However, in December 2015, the
(ASB postponed the effective date indefinitely pending the outcome of its research pro;ect on the equity method of accounting. The EU |
endorsement process for this pronouncement has been postponed, awaiting a' rewsed exposure draft from the IASB. The effectrve date wrll be
amended in due course. . :

2 JUDGEMENTS ESTIMATION UNCERTAINTIES AND ACCOUNTING POLICIES °

In determining and applying accounting policies, judgement is often required in respect of items where the choice of
specific policy to be followed could materially affect the reported-amounts of revenues, expenses, assets and liabilities of
.the company, should it later be determined that a different choice would be more appropriate. The company has no such
policies. At 31 Decembier 2018, there are'no items which have significant risk.of resultmg ina materlal adjustment to the
carrying amount of assets and |labl|ltles in the next f|nanC|a| year.

The principal accounting polncres applied i in prepanng the company’s Accounts are set out below

A FINANCIAL INSTRUMENTS
B TAXATION

A FINANCIAL INSTRUMENTS : . :
" . A financial instrument is any contract that glves rise to a fmanaal asset of one ent|ty and a fmancual I|ab|I|ty or equity
|nstrument of another entity.

A1 ACCOUNTING POLICIES UNDER IFRS 9

Al1.1 FINANCIAL ASSETS .

(a) Recognition and initial measurement . g

Financial assets of the company are classified, at initial recognltlon as subsequently measured at amortlsed cost.
Financial assets are initially recognised when the company becomes party to the contractual provisions of the
instrument. v

(b) Classmcatlon and subsequent measurement s
(i) Classification - :
. Financial assets are not reclassified subsequent ‘to their |mt|al recognltlon unless the company changes its business
model for managing financial assets in which case all affected financial assets are reclassified on the first day of the first
reporting -period following the change in the busmess model. These are expected to be infrequent and no other
reclassifications are permitted. - '

-The: company’s business model for managing financial assets refers to how it ‘manages its financial assets in order to
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash

- “flows, selling the financial assets, or both. The business model of the company does not depend on the intentions of

-management for an individual instrument. Therefore, it is not an instrument- by mstrument classnflcatlon approach and
should be determlned from a higher level of aggregatlon

11



SCOTTISHPOWER (DCL) LIMITED
NOTES TO ACCOUNTS continued
31 December 2018

2. JUDGEMENTS, ESTIMATION UNCERTAINTIES AND ACCOUNTING POLICIES contmued
A FINANCIAL INSTRUMENTS continued ’
Al ACCOUNTING POLICIES UNDER IFRS 9 continued

- A1.1 FINANCIAL ASSETS continued

(b) Classification and subsequent measurement contlnued
(i) CIassU‘/cat/on continued
A financial asset is measured at amortised cost if it meets both of the following conditions:

. e itis held within a busmess model whose objective is to hold assets to collect contractual cash flows; and

o its contractual terms give rise on specified dates to cash flows that are solely payments of prlnclpal and interest on
the prmcrpal amount outstandlng ThIS assessment is referred to as the ‘SPPI’ test. :

(ii} Subsequent measurement and gains and losses - ‘ :

Financial assets at amortised cost are subsequently measured at amortrsed cost usmg the effective rnterest method The
“amortised cost is reduced by impairment losses. Interest income-and impairment losses are recognised in the income
statement. Any gain or loss on derecogmtlon is recognised i in the company lncome statement. )

The company s financial assets measured at amomsed cost |nclude Ioans and interest receivable from- |berdro|a group
compames :

Derecognition :
A financial asset (or, where appllcable, a part of a financial asset) is prlmarlly derecognlsed (i.e. removed from the
company’s balance sheet) when the rights to receive cash flows from the asset have expired.

Cred:t-/mpatred financial assets

At each reporting date, the company assesses whether fmancual assets carried at amortised cost are credit-impaired. A
financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future cash
rows of the financial asset have occurred. :

Write- offs : :
The gross carrying amount of a financial asset is wrltten off (elther partially or in full) to the extent that there is no
-realistic prospect of recovery. :

AZ ACCOUNTING POUCIES UNDER IAS39 :

- As detailedin Note 1B1, on initial application of IFRS 9, the company has elected not to restate comparative mformatlon

The accounting pollcy for the company under IAS 39 has therefore’been presented below.

(a) Ailinterest bearing loans and borrowings are initially recognlsed at fair value, net of directly attributable transaction
costs. Interest bearing loans and borrowmgs are subsequently ‘measured "at amomsed cost using the effective.
interest method '

B TAXATION
The company’s liability for current tax is calculated usmg the tax rates that have been enacted or substantlvely enacted
at the balance sheet date :

'3 OTHER RECEIVABLES

2018 - 2017

) Note £m £m
Current receivables:. '
Receivables due from Iberdrola group companles loans : : ‘ (a) 55.6 . 550
Receivables due from |berdro|a group companies - mterest ‘ L L ) 09 0.7 -

56.5 . 557

{a) Current loans receivable from Iberdrola group companies are repayable on demand W|th interest payable at 1% above the Bank
. of England base rate (“Base”). :
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: SCOTTISHPOWER (DCL) LIMITED
NOTES TO ACCOUNTS continued
* 31 December 2018 °

'y FINANCIALINSTRUMENTS
The effect of initially applying IFRS 9 on the company’s Accounts is detalled in Note 1B1. Due to the transition method
- chosen, comparative information has not been presented to reflect the new requirements.

(a) Carrylng value of financial mstruments ‘
The table below sets out the carrying amount and farr value of the company s fmancral instruments wrthm the scope of
IFRS 9. ' :

2018 S o 2017
Carrying. Fair - Carrying - Fair . .
amount = value -Classification amount ‘value Classification

. Note . £m £m  under [FRS 9. £fm - fm under IAS 39
Financial assets . . . . B

~ Current receivables - {i) *  56.5 . 56.5 ‘Amortised cost 55.7 55.7  Loans and receivables
" The carrying amount of. these financial instruments is calculated as set outin Note 2A. The carrylng value of flnanual
instruments is a reasonable approximation of fair value. :

{i) Whilst this balance is subject to the impairment requirements of IFRS 9, the identified ECL was less than £0.1 miillion.

(b) Flnanclal risk management . '

. The company has other receivables that arise directly from its operatlons The company has exposure to the following
risks arising from the above financial mstrument

i " Credit risk; and

ii : Treasury risk (i.e. market rrsk)

An extensive descrlptlon of the risk management framework of ScottlshPower and therefore the company, can be found
in the most recent Annual Report and Accounts of SPL. :

i) Credlt risk .
Credit risk is the risk that a counterparty will not meet its contractual obligations under a financial mstrument leading to
a financial Ioss. The carrying amount of financial assets represents the maximum credit exposure to the company.

Credit risk management o :

The company is exposed. to settlement risk, defined as the risk of the counterparty failing to meet its contractual
obligations. Credit risk from balances with Iberdrola group companies-is considered to be low as the company is part of
the Iberdrola group’s centralised Treasury functron and no lberdrola group'company has a credit ratlng lower than BBB+
(in line with Standard & Poor’s external credit. ratlngs) T :

Loans due from other Iberdrola group companres (incliding interest recervable) £56.5 million (2017 £55.7 million)
On initial application of IFRS 9 on 1 January 2018, the company recognised an ECL of less than £0.1 million. The
movement in the ECL in the year to 31 December 2018 was also less than £0.1 million. ’
(ii) Treasury risk : e
Treasury risk for the company is comprised of market rlsk ScottushPower s cash management and short-term financing
activity (and so that of the company) is integrated with Iberdrola’s.. The company produces short-term rolllng cash-flow
requiremen_ts and if necessary any required funding is obtained via ScottishPower’s eredit facilities already in place.

2

Treasury market risk management
Market risk is the risk of loss that results from changes in market rates e.g. interest rates. Wlthm the Treasury functron
ScottishPower utilises a number of financial instruments to manage interest rate exposures..

2
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SCOTTISHPOWER (DCL) LIMITED
NOTES TO ACCOUNTS continued
31 December 2018

4  FINANCIAL INSTRUMENTS continued - '
(b) Financial risk management continued

(ii) Treasury risk continued

Sensitivity analysis on interest rate changes . -

The table below illustrates the impact on the annual interest income considering various rate changes The analy5|s

"“assumes all other factors remam constant '

Impact on
Impact on interest
interest rate
R rate income  income in
Interest Change in 2018 2017
Loans receivable - - rate in rate " fm fm -
Short-term variable rate Base  +0.25% - 01 0.1
o . : +0.50% 0.3 03
-0.25% (0.1) (0.1)
-0.50% (0.3) (0.3)
5 SHARE CAPITAL )
. 2018 .. 2017
£m fm
Aliotted, called up and fulIy paid shares
50.9 50.9

" 50,870,530 ordinary shares of £1 each (2017 50,870, 530)

(a) Each ordinary share is entitled to one vote in any circumstance.

6 ANALYSIS OF MOVEMENTS IN EQUITY ATTRIBUTABLE TO EQUITY HOLDER OF SCOTTISHPOWER (DCL) LIMITED

Share Retained
Share prermium earnings
capital (Note (a)) (Note (b)) Total
: . . . . £m £m £m " £fm
At1 January 2017 - , 50.9 3.3 0.8 55.0
- Profit for the year attributable to equity holder of '
. ScottishPower (DCL) Limited . _ - - 0.6 0.6
At 1January 2018 B : 50.9 33 1.4 55.6
" Profit forthe  year attrlbutable to equity holder of ' _ ' = -
ScottishPower (DCL) Limited L - - . 0.7 0.7
At 31 December 2018 o : ‘ 50.9 3.3 2.1 56.3

(a) The share premrum account represents consideration received for shares issued in excess of their nomlnal amount.
" (b} Retained earnings comprise the cumulative balance of profits'and losses recognised in the fmancual statements as adjusted.for transactions wrth

shareholders, principally dividends.

7 EMPLOYEE INFORMATION

The company has no employees (2017 none). Detalls of dlrectors remuneration are set out |n Note 10(c).

8  FINANCE INCOME :

2017

2018
£m £m

Interest receivable fromyberdrola group companies

-0.9

0.7
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SCOTTISHPOWER (DCL) LIMITED
NOTES TO ACCOUNTS continued
31 December 2018

" 9 INCOME TAX

2018 2017
£m £m

Current tax: : ‘ C : '
Total UK Corporatlon tax for the year . C . 0.2 0.1

Income tax charge for the year B . ’ ) . . 0.2 0.1

The tax on profit before tax for the year varied from the standard rate of UK Corporatuon Tax as follows:

2018 . . 2017
: . ) . £m £m
" Corporation tax at 19% (2017 19.25%) ' 0.2 0.1
. Income tax charge for the year : ) - 0.2 - 0.1
Legislation has been enacted to reduce the rate of UK Corporation Tax to17%on 1 Apfil 2020. ' ’
10 RELATED PARTY TRANSACTIONS
‘(a) Transactions and balances arising in the normal course of business :
. : 2018 2017 - -
* UK:parent - UK parent
' (SPL) (SPL)
fm £m
. Types of transaction . ) )
Interest income . . 0.9 0.7
Balances outstanding , - . : : S o
Loans receivable R N ‘ _ : . 556 55.0
Interest receivable .- _ o 0.9 0.7

(). The amounts outstanding are unsecured and will be'settled in cash. No guarantees have been given or received.
(i) Related party transactions in respect of ECLs on financial assets are less than £0.1 million.

(b) Remuneration of key management personnel . .

The remuneration of the key management personnel of the company is below. As all of the key management personnel

are remunerated for their work for the SPRH group, it has not been possible to apportion the remuneration specifically in

respect of services to this company. The two (2017 two) key management personnel were remunerated by other

" ScottishPower group companies during both years. : -
' ' : 2018 . 2017

e , £000 . £000
- Short-term employee benefits = . 4 . : 233 268
-Post-employment benefits =~ . o o , ‘ 9 54
Share-based payments ’ ‘ . 109 116

351 B 438

{c) Dlrectors remuneration :

The remuneration of the directors of the company is set out’ below. As all of the directors are remunerated for their work
" for the SPRH group, it has not been possible to apportion the remuneration specifically in respect of services to this
company. The two {2017 two) directors were remunerated by other ScottishPower group companies during both years.

: : 2018 - 2017

Executive directors ' B £000 . . £000

. Aggregate remuneration in respect of qualifying services . B 251 . 286
Number of directors who exercised share options : 1 . 1
Number of directors who received shares under a long-term incentive scheme 1 . 1
Number of directors accrumg retlrement benefits under a defined benefit scheme’ 1 : 1
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SCOTTISHPOWER {DCL) LIMITED
NOTES TO ACCOUNTS contmued
31 December 2018

10 RELATED PARTY TRANSACTIONS continued
(c) Directors' remuneration continued

2018 2017

Highest paid director '. _ R . -£000 £000:
Aggregate remuneratlon : o 241 244
Accrued pension benefit . : 3 105 . 103

{i) The highest paid director received shares under a long-term incentive scheme in both years.
(i) The highest paid dlrector exercised share optrons in both years.

(d) Ultimate parent company and |mmed|ate parent company
The immediate parent company is SPRH. The registered office of SPRH is 320 St. Vlncent Street, Glasgow, G2 S5AD.

The directors regard Iberdrola, S.A. as the ultimate parent company, which is also the parent company of the largest
group in which the results of the company are consolidated. The parent company of the smallest group in WhICh the
results are consolidated is Scottish Power UK plc (“SPUK”). .

.Coples of the consolidated Accounts of lberdrola S.A. may be obtalned from Iberdrola, S.A., at its reglstered office, Torre
Iberdrola, Plaza Euskadi 5, 48009, Bilbao, Spain. Copies of the consolidated Accounts of SPUK may be obtamed from’
Scottish. Power UK plc, at its registered office, 320 St. Vincent Street, Glasgow G2 5AD.

The company'has no other related undertakings in addmon to the parent undertakmgs disclosed above.

11 AUDITOR'S REMUNERATION

‘ . L . 208 2017
: ) - ‘ £000 . £000
Audit of the company's annual Accounts L § - 7 - 8

12 . GOING.CONCERN )
The company'’s business activities together with the factors hkely to affect its future development and position are set .
out in the Directors’ Report on pages 1 and 2.

The company has recorded a profit after tax in both the current year and previous financial year. The company’s balance
sheet'shows that it has net current’ assets of £56.3 million and’ net assets of £56.3 million at its most recent balance sheet .
date.’ )

The company is ultimately owned by.Iberdrola, S.A. and it participates in the Iberdrola group’s centrallsed treasury‘
arrangements and so shares banking facilities with its parent companies and fellow subsidiaries. As a consequence, the
company depends, in part, on the ability of the Iberdrola group to continue as a-going concern..|n addition, the directors
have considered the company’s funding relationship with iberdrola to date and have considered available relevant
information relating to Iberdrola’s ability to continue as a going concern. The directors have no.reason to believe that the.
“Iberdrola group-does not have the ability to and will not continue to fund the company, should it become necessary, to
enable it to continue in operational existence. ' . :

On the basis of these considerations, the directors have a reasonable expectation that the cornpa_ny will be able to -
continue in operational existence for the foreseeable future. Therefore, they adopt the going concern basis of accounting
in preparing the Accounts. o . ' ‘ e . N
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