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»  Directors’ Report ;
" The directors present their report and the audited financial statements for the year endéd 31 December 2010
. [
Principal activities and business review
The principal activity of ScottishPower Renewables (UK) Limited, “the company”, is the construction and
operation of wind powered electricity generation During the year the company continued to operate wind
farm sites in the United Kingdom and Republic of Ireland These activities will continue for the foreseeable

[ QN

| future

i Operational financial performance

The company has net current habilities of £781 7 million at 31 December 2010 (year 31 December 2009 -
| £619 3 million), which includes loans owed to group and parent undertakings of £9174 million (year 31
's December 2009 - £594 4 million)

Turnover reduced by £44 6 million in the year There were two primary reasons for iche reduction  Firstly,
t: under the terms of the Master PPA agreement with Scottish Power Energy Retail L|m|tEd, through which the
majority of output from the wind farms is sold, the wholesale price of electricity was}lower in 2010 than In
: 2009 Secondly, wind output was down significantly year on year due to lower wr;nd speeds across our

: portfolio ;

Net Operating expenses increased by £12 6 milhon, largely as a result of higher depre:cratron charges on the
new operational wind farms, additional operating costs relating to new operational wm;d farms and increased
b expenditure on developing the company'’s offshore wind business |
d '
| Both the level of business and the year-end financial position were satisfactory and the directors expect that

- h the present level of activity will grow as the level of installed capacity increases E

|
H The directors confirm that the company will continue to remain a going concern onjthe basis of financial

i commitments made by the parent of the company to provide sufficient funding to meet lhabilities as they fall
due at least for a period of 12 months from the date of signing of the accounts i

!

i

Key Performance Indicators
| The Board monitors progress on the Company’s growth and efficiency objectives by reference to a selection of
;4 KPIs Six of the most regularly used KPIs are set out in the table below ‘[

E

LKPI: SR 9010 _009§7§Deﬂmtnon ‘methodidficaleulation‘and-a
Growth Iin sales (24 4%) 196 7% Year on year sales growth expressed as a percentage For

the reasons mentioned above sales were lower in 2010

iy

[P ST

Gross margin 43 9% 64 2% Gross margin 1s the ratio of ope:ratmg profit before
exceptional items and goodwill arhortisation to sales
expressed as a percentage Althoughi operating costs per
MW were lower in 2010 the reductlo:n In sales dominated

£ .

the gross margin performance leading to a drop In this
ratio |

EBITDA £1007m | £136 7m | Earnings Before interest, Taxes,| Depreciation and
; Amortization EBITDA was again influenced by the drop in
sales year on year which led to a Iow{er EBITDA position In
2010 |

Installed capacity 900 MW | 802MW | The wind turbine 1s erected and {the wind line and
substation are mechanically installed
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KPI 2010 2009 Definition, method of calculation and analysis

Operating capacity 842 MW | 802MW | The wind turbine is installed according to the previous
defimtion and gnd connection s avallable for the
exportation of energy

Capacity under 391 MW | 164MW | After and including the point that civil works commence on
construction a wind farm site

The number of MW installed, operating and under construction are key performance metrics for this business
that help drive the financial results During 2010 Arecleoch windfarm achieved first generation and was
officially opened on 13 June 2011

At the end of 2010 we have three further wind farm sites under construction at Beinn an Tuirc Ext, Lynemouth
wind farm and an extension to Whitelee wind farm This is in hine with our parent company’s expectations and
continues the excellent growth in our operating wind farm portfolio seen over the last few years

Principal risks and uncertainties

The business identifies and assesses the key business risks associated with the achievement of its strategic
objectives Any key actions needed to enhance the control environment are identified, along with the person
responsible for the management of the specific nsk

Further details of the risks facing the Iberdrola Renovables group and how it manages them can be found in
the Annuai Report & Accounts of Iberdrola Renovables, S A for the year ended 31 December 2010

Research and development
The company was not involved in any activities during the period that would be classed as Research &
Development

Future outlook

Iberdrola, S A see the UK as providing attractive opportunities for growth and the expectation of the Company
1s that during the Strategic Plan period the UK business will grow from its current capacity of around 800MW
to 1,800MW

The directors believe that the market conditions in the UK combined with its internal capabilities and track
record will deliver the returns and growth expectations of its parent

Environment
Throughout its operations the company strives to meet, or exceed, relevant legislative and regulatory
environmental requirements and codes of practice

A more extensive description of the Iberdrola Renovables group environmental requirements can be found in
the Annual Report & Accounts of Iberdrola Renovables, S A for the year ended 31 December 2010

Post year end events

On 8 March 2011, Iberdrola, S A announced that it had initiated negotiations for a merger by absorption of its
subsidiary Iberdrola Renovables, S A, the parent company of the smallest group in which the results of the
company are consolidated
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£ A

This proposal was subsequently approved by the shareholders of Iberdrola, S A at the AGM on 27 May 2011
and also by the minority shareholders of Iberdrola Renovables, S A at the company A('_EM held in Valencia on
30 May 2011

{
Dividends
No dividends were paid during the year (year ended 31 December 2009 - £Nil)

Financing review

Capital and Debt Structure

The company 1s funded principally by debt All of the called up share capital of £13 6 million 1s held by the
immedrate parent undertaking, ScottishPower Renewable Energy Limited At the year end the company had a
loan of £617 5 million (31 December 2009 - £594 4 million) from ScottishPower Renewable Energy Limited
Treasury and Interest Policy E

Treasury services are provided by Scottish Power UK Limited Both the company and Scottish Power UK
Limited have the same ultimate parent company, lberdrola, S A The risk policy within treasury and financing is
designed to ensure that the company’s exposure to variability of cash flows and asset values due to
fluctuations in market interest rates, foreign exchange rates and inflation are minimised and managed at
acceptable risk levels Further details of the treasury and interest policy and how it manages them are included
in the Annual Report & Accounts of Scottish Power Limited for the year ended 31 Decem‘ber 2010

!
Funding

The loans from ScottishPower Renewable Energy Limited represent drawings under wPrklng capital facihties
(refer to Note 18) The principal outstanding, accrued interest and associated costs are payable on written
demand Interest I1s calculated at a rate of 3 month LIBOR plus 10 basis points

1

At the end of the year the company had net debt amounting to £617 5 million (31 December 2009 - £594 4
million) :

3
Liquidity '
The directors confirm that the company remamns a going concern on the basis of its future cash flow forecasts
and that sufficient funding will be made available to the company to continue opérat:ons and to meet
liabilities as they fall due i

Creditor payment policy and practice :

The company’s policy and practice concerning the payment of its trade creditors is to séttle terms of payment
when agreeing the terms of the transaction, to include the terms in contracts, and to pay in accordance with
its contractual and legal obligations The company’s creditor days at 31 December 2010 was 9 days (year

ending 31 December 2009 - 7 days) {

i

Differences between market and balance sheet value of land :

In the opinion of the directors, the difference between the market value and balance shéet value of land 1s not
significant '




SCOTTISHPOWER RENEWABLES (UK) LIMITED Registered No NI028425

Directors
The directors who held office during the year are as follows

Keith Anderson
Roy Scott
Jonathan Cole
Emilio Hernandez

The company secretaries who held office during the year were as follows

Jonathan Cole (resigned 7™ July 2010)
Emilio Hernandez  (appointed 7" July 2010)

Statement of Directors’ responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable laws and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (“IFRSs”) as adopted by the European Union (“EU”) as they apply to the financial statements of the

company for the period ended 31 December 2010 and in accordance with the Companies Act 2006 Under
company law, the directors must not approve the financial 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 and loss of the company for that year

In preparing these financial statements, the directors are required to

o select suitable accounting policies and then apply them consistently,

e make judgements and accounting estimates that are reasonable and prudent,

e state whether applicable IFRSs have been followed, subject to any matenial departures disclosed and
explained in the financial statements, and

e prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the company will continue in business

The directors confirm that they have complied with the above requirements in preparing the financial
statements

The directors are responsible for keeping adequate accounting records that are sufficient 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 also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties
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Disclosure of information to auditors |
Each of the persons who 1s a director at the date of approval of this report confirms that

t
f

e 5o far as the director 1s aware, there 1s no relevant audit information of which the company’s auditors
are unaware, and ‘

o the director has taken all the steps he ought to have taken as a director In prder to make himself
aware of any relevant audit information and to establish that the company’s auditor 1s aware of that
information ’

Auditors
The auditors, Ernst and Young LLP, have indicated their willingness to continue n office In the absence of a
notice proposing that the appointment be terminated, the auditors will be deemed to be re-appointed for the
next financial year .

'
§
t
'

On Behalf of the Board

Roy Scott i
Director

Date ,g Omg@ﬁ %((




SCOTTISHPOWER RENEWABLES (UK) LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SCOTTISH POWER
RENEWABLE ENERGY LIMITED

We have audited the financial statements of Scottish Power Renewables (UK) Limited for the period ended 31
December 2010 which comprise the Balance Sheet, the income Statement, the Statement of Comprehensive
Income, the Statement of Changes in Equity, the Statement of Cash Flows, and the related notes 1 to 27 The
financial reporting framework that has been applied in their preparation 1s applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s 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

Respective responsibilities of directors and auditor
As explained more fully in the Directors’ Responsibilities Statement set out on pages 4 & 5, the directors are

responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient

to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropriate to
the company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements In addition, we read all the financial and non-financial information in the Directors’
Report to identify material inconsistencies with the audited financial statements If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
In our opinion the financial statements
e give a true and fair view of the state of the company’s affairs as at 31 December 2010 and of its
profit for the period then ended,

e have been properly prepared in accordance with IFRSs as adopted by the European Union, and
e have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial period for which the financial

statements are prepared 1s consistent with the financial statements




___ SCOTTISHPOWER RENEWABLES (UK) LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SCO'ITISH POWER
RENEWABLES (UK) LIMITED - CONTINUED }

|

Matters on which we are requtred to report by exception !
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
! report to you If, in our opinion }

e adequate accounting records have not been kept, or returns adequate for our audat have not been
! recetved from branches not visited by us, or

i
* thefinancial statements are not in agreement with the accounting records and returns, or

|
’ e certain disclosures of directors’ remuneration specified by law are not made, o;;

i
| e we have not received all the information and explanations we require for our aydlt

| Lot §Yo U’P ',

Annte Graham (Senior statutory auditor)
. ~ forand on behalf of Ernst & Young LLP, Statutory Auditor
Glasgow

Date (% Quviov W

———

=




SCOTTISHPOWER RENEWABLES (UK) LIMITED Registered No NI028425

BALANCE SHEET
as at 31 December 2010

Non-Current Assets

Property, plant and equipment 11 1,0400 8301 6191
Intangible assets 12 06 03 -
Investments 14 67 438 45
Loans receivable from group companies 13 58 - -

Prepayments and accrued income 521

flotallnon currer Satse

Current Assets

Trade and other receivables 15 280 27 161

Prepayments and accrued income 15 1609 130 56

Amounts due from group companies 15 518 641 470

Derivative Financial Instruments 13 02 32 198
- 250

Cash and cash equivalents 16

Equity and habilities

Equity

Ordinary shares 22 (13 6) - -
Retained earnings (152 1) (105 8) (48 5)

Cash flow hedge reserve N (22)

Non-Current Liabilities

Deferred Income - -
Provisions 20 (16 5) (107)
Deferred tax habihities

Current Liabilities

Trade and other payables 17 (46 1) (77 1) (33 4)
Amounts owed to other group companies 17 (58 5) (27 8) (8 8)
Derivative Financial Instruments 18 - (01) (01)
Loans payable to group companies 18 (917 4) (594 4) (548 5)

Provisions . 20 _ (0 6) (29) -

The called up share capital of the company 1s £13,630,347

The Accounting Policies and Definitions on page 12 to 23, together with the Notes on pages 23 to
41, form part of these accounts

Approved by the Board on /8/“/(/ and signed on its behalf by

Roy Scott
Director
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SCOTTISHPOWER RENEWABLES (UK) LIMITED

INCOME STATEMENT
for the period ended 31 December 2010 593

1
|
|
|
1
i
|

Reglstered No NI028425 7

Revenue . 3.3

Staff Costs (01)

Outside services (38 5)

Impairment of fixed assets 11 (0 3)

Other operating income 7 14
(37 5)

Depreciation and amortisation charge, allowances

and provisions 11,12 (415)
(79.0)

Gain on disposal of non-current assets -

Loss on disposal of non-current assets (01)
Finance revenue 8 21
Finance expense 9 (81)
Income from fixed asset investments 07

Distribution from subsidiary undertaking -
Loss on I|u1datluon of subsidiary undertakin

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2010

Profit for the year : 463
Other comprehensive income

Gains/(losses) on effective cash flow hedges .
recognised (29)

Tax on items relating to components of other
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STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2010

Profit for the year v - 573 - 573
Other comprehensive income

Profit for the year » ' - - 463
Other comprehensive income - - (21) (2 1)
Issue of Share Capital

10
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for the year ended 31 December 2010

n

CASH FLOW STATEMENT |
|

!

.....

Operating activities i

| Profit for the year . 46 3 | 573
. Adjustments to reconcile profit for the year to net cash
) flows from operating activities

I
|

. Tax 76 E 315
) Net finance costs 8,9 60 ! 99
; Net Fair value (gains)/Losses on operating derivatives '
] {Gain)/ Loss from disposal of property, plantand '
\ equipment , 01 ‘ (11)
’ Income from fixed asset investments (07) ' (24)
b (Gain)/ Loss on hquidation of subsidiary undertaking - : 261 .
;’» Distribution from subsidiary undertaking - | (4 8)
. Depreciation and impairment of property, plant and [

equipment 11 417 : 380
4 Amortisation and impairment of intangible assets 12 01 ' -
! Movement in provisions 20 (23) i -
. Movement in deferred income 12 i -
. Working capital adjustments [
| (Increase) / decrease in trade and other receivables 15 134 | (19 2)
f Increase / (decrease) in trade and other payables 17 (16) . 69 3
b Cash generated from operations 1119 -f 204 6
* Income tax recerved / (
[ ;
| |
f‘ Investing Activities |

Investment in subsidiaries/associates 14 (19) ; (03)
[ Dividends received from investment in subsidiaries 07 { 24
; Proceeds from disposal of property, plant and equipment - ! 11
1 Purchase of property, plant and equipment 8,11,20 (241 7) v (2397)
'J, Advance paid in respect of turbine purchases 15 (203 2) ' -
4 Purchase of intangible assets 12 (0 4) (03)
; Financing actwvities
. Share Capital Issued 22 136 -

Net Interest paid 8 {6 3) (17 1)

Proceeds from new borrowings
C I di

& Effects of exchange rates on cash and cash equivalents 8,9 02 ’ -
‘ sh and cash equivalents at 1 Januar 16 ' 250
" quivalent

cresE

" ! 11




SCOTTISHPOWER RENEWABLES (UK) LIMITED
1

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
1 Authorisation of financial statements and statement of compliance with IFRS’s

The financial statements of Scottish Power Renewables (UK) Limited (“the Company”) for the year ended 31
December 2010 were authorised for issue by the Board of Directors on 18 October 2011 and the balance sheet
was signed on the Board’s behalf by Roy Scott

Scottish Power Renewables (UK) Limited 1s a private imited company incorporated and domiciled in Northern
ireland The principal activity of the Company 1s the development, construction and operation of wind power
electricity generation The Company’s financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRSs”) as adopted by the European Union (“EU”) as they apply to
the financial statements of the Company for the year ended 31 December 2010 and appled in accordance with
the Companies Act 2006

2 Industry regulation in the UK

The principal laws that govern the company's activities are the Electricity Act 1989 (the “Electricity Act”), as
substantially amended by numerous subsequent enactments, including the Utilities Act 2000, the Energy Act
2004, the Energy Act 2008, the Energy Act 2010 and various EU directives Parts of the Energy Act 2008 and
the Energy Act 2010, as well as the “third package” EU directives are still in the process of being implemented

Other laws relating to subjects such as environmental protection, health and safety, and planning and
competition are also very important parts of the framework in which the Company operates These laws are
enforced respectively by the Environment Agency (or in Scotland, the Scottish Environmental Protection
Agency), the Health & Safety Executive, local and national planning authorities, and the Office of Fair Trading
working concurrently with the Office of Gas and Electricity Markets (“OFGEM”)

Further disclosures in relation to the significant laws and regulations governing the company’s activities can be
found In the financial statements of the ultimate parent company, Iberdrola S A

3. Accounting Policies

3.1 Basis of Preparation

The Company’s financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union as they apply to the financial statements of the Company for the
year ended 31 December 2010 and applied in accordance with the Companies Act 2006 The accounting
policies which follow set out those policies which apply in preparing the financial statements for the year
ended 31 December 2010

The Company’s financial statements have been prepared on a historical cost basis, except for derivative
financial instruments that have been measured at fair value The financial statements are presented in Pounds
Sterling and all values are rounded to the nearest million (EM) unless otherwise indicated

12
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SCOTTISHPOWER RENEWABLES (UK) LIMITED

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
3 Accounting Policies (continued)

32  Application of IFRS 1 First Time Adoption of International Financial Reporting Standards 5

These financial statements are the first Scottish Power Renewables (UK) Limited fmancdl statements to be j.
prepared in accordance with IFRS as adopted in the EU IFRS 1 First-time Adoption of Intérnational Financial ’

Reporting Standards has been apphed in preparing these financial statements g

Until 31 December 2010 the financial statements had been prepared in accordance with!United Kingdom !
Generally Accepted Accounting Principles (UK GAAP) UK GAAP differs in certain respecté from IFRS When
preparing Scottish Power Renewables (UK) Limited 2010 financial statements, managemfent has amended i
certain accounting and valuation methods applied in the previous UK GAAP financial statements to comply

with IFRS l :
!

The company cash flow statement prepared in accordance with IFRS Is set out on page 11 In prior years, the

company financial statements were prepared under UK GAAP and the company took ad\?antage of the *
exemption from preparing a cash flow statement under the terms of FRS 1 ‘Cash Flow Stétements‘ (Revised

1996) as the company was included in the Accounts of Iberdrola S A, which were publlcly available

Reconciliations and descriptions of the effect of transition from UK GAAP to IFRS on the Company s equity and
Its net iIncome are given in note 27

»

{

|
33  Judgements and key sources of estimation uncertainty f
The preparation of financial statements requires management to make judgements, esurﬁates and
assumptions that affect the amounts reported for assets and liabilities as at the balance siheet date and the
amounts reported for revenues and expenses during the year However the nature of estimation means that

actual outcomes could differ from those estimates

*

The following judgements (apart from those using estimates) have the most significant eflfect on amounts

recognised In the financial statements |
|

Decommissioning labilities i

|
The company periodically revises the estimates made concerning the costs to be incurred in the
decommussioning of the company’s wind farms and the obligation to restore the sites to their original
condition as set out in the planning consent conditions over the course of their operatlonal lives

Based on these estimates the company provides for the costs over the course of the operatlonal Iife of the
wind farm |

i

At 31 December 2010, the present value of the aforementioned costs amounted to £25 Ef mihon (31
December 2009 £16 5 million, 1 January 2009 £10 7 million)

i
l
i
i
i
t
I

SRR
13

|
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SCOTTISHPOWER RENEWABLES (UK) LIMITED
B e

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
3 Accounting Policies (continued)

Revenue

The nature of the energy industry in the UK in which the company operates Is such that the company’s
revenue recognition Is subject to a degree of estimation The assessment of energy sales 1s based on wind farm
meter readings and industry wide trading and settlement systems At the end of each accounting year,
amounts of energy delivered to customers since the last billing date is estimated and the corresponding
unbilled revenue 1s estimated and recorded in revenue

Discontinued operations and assets held for sale
The Company considers that at 31 December 2010 there were no assets held for sale nor discontinued
operations (31 December 2009 - £0 9 million)

Impairment of assets

In accordance with IFRS, the Company considers whether there are any indicators of impairment of assets
Where indicators of impairment are identified, the Company tests the asset for impairment The Company
believes its estimates in respect of this iImpairment testing are appropriate and consistent with the current
market situation

34 Revenue Recognition

Revenue is recognised in accordance with 1AS 18 ‘Revenue’ and comprises amounts received and receivable in
respect of the invoiced value of electricity, Renewable Obligation Certificates, Levy Exemption Certificates and
accrued income

Revenue Is recognised when it 1s probable that the economic benefits will flow to the Company and the
revenue can be reliably measured Revenue is measured at the fair value of the consideration received,
excluding discounts, rebates, and sales taxes or duty

Accrued income represents the sales value of energy which 1s yet to be invoiced and is based on the value of
units supplied

Revenue on the generation of energy comprises the value of units supplied during the year Units are
determined by energy volumes recorded on the wind farm meters and industry wide trade settling systems

All revenue 1s earned wholly within the United Kingdom and Republic of freland

Interest income Is accrued on a time proportional basis by reference to the principal outstanding and the
effective interest rate applicable, which s the rate which exactly discounts estimated future cash receipts
through the expected life of the asset to the asset’s carrying amount

Dividend income 1s recognised when the Company becomes entitled to receive it
35 Taxes

Current Income Tax

Current income tax assets and habilities for the current and prior years are measured at the amount expected
to be recovered or paid to the taxation authorities

Income tax expense represents the sum of the tax currently payable and deferred tax The tax currently
payable 1s based on taxable profit for the year and the Company’s hiability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the balance sheet date Taxable profit differs from

14



SCOTTISHPOWER RENEWABLES (UK) LIMITED *

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010

3. Accounting Policies (continued) ‘

]
P

profit as reported In the income statement because 1t excludes items of Income or expense that are taxable or

deductible in other years and 1t further excludes items that are never taxable or deductible
i

Deferred Income Tax .

|
Deferred income tax 1s provided using the hability method on temporary differences at the balance sheet date

between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes
Deferred income tax habilities are recognised for all taxable temporary differences except,

®  Where the temporary difference arises from the imtial recognition of goodwill or of an asset or hability in
a transaction that 1s not a business combination that at the time of the transaction affects neither

1

accounting nor taxable profit or loss, and )

® In respect of taxable temporary differences associated with investments In subsidiaries and joint
ventures, where the timing of reversal of the temporary differences can be controlled and 1t 1s probable
that the temporary differences will not reverse in the foreseeable future :
t

i

Deferred income tax assets are recognised only to the extent that it is probable that a taxable profit will be
available against which the deductible temporary differences, carried forward tax credits or tax losses can be
utilised Deferred income tax assets and liabilities are measured on an undiscounted basts at the tax rates that
are expected to apply when the asset 1s realised or the liability 15 settled, based on tax rates and tax laws
enacted or substantively enacted at the balance sheet date '

i
]

Income tax 1s charged or credited directly to equity if it relates to items that are credlted or charged to equity
Otherwise, iIncome tax is recognised in the iIncome statement

3

36  Property, Plant and Equipment |
Property, plant and equipment Is stated at cost less accumulated depreciation and accumulated iImpairment
losses Such costs include the cost of replacing part of the plant and equipment If the recognition criteria are
met Likewise when a major tnspection 1s performed, its cost Is recognised in the carrynrig amount of the plant
and equipment as a replacement If the recognition criteria are satisfied All other rep‘anrs and maintenance
costs are recognised in the income statement as incurred Cost includes interest and ;other costs which are

directly attributable to the construction or production of an item of property, plant and equipment
i

Depreciation 1$ provided on the cost less residual value of all property, plant and equipment, other than land,

and 1s generally provided on a straight-line basis over i1ts expected useful life as follows |
|

Buildings {freehold) - 20 years

|
i
!
No depreciation 1s charged In relation to Construction in Progress Depreciation of property, plant and
equipment commences when the asset is available for use ’

Plant and equipment - 20 years

The carrying values of property, plant and equipment are reviewed for impairment If events or changes in
circumstances indicate the carrying value may not be recoverable, and are written downfn immediately to their
recoverable amount Useful lives and residual values are reviewed annually and where adjustments are
required these are made prospectively

15




SCOTTISHPOWER RENEWABLES (UK) LIMITED
R

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
3 Accounting Policies (continued)

An item of property, plant or equipment 1s derecognised upon disposal or where no future economic benefits
are expected to arise from the continued use of the asset Any gain or loss arising on the derecognising of the
asset 1s Included in the income statement in the year of derecognition

37 Intangible Assets

Computer software costs

Computer software intangible assets are initially measured at cost Following initial recognition, intangible
assets are carried at cost less accumulated amortisation and accumulated impairment losses Intangible assets
are amortised on a straight line basis over their finite useful economic Iife Costs directly associated with the
development of computer software programmes which are expected to generate economic benefits over a
period In excess of one year are capitalised and amortised on a straight line basis over therr estimated
operational lives Costs include all directly attributable costs relating to software development and an
appropriate proportion of relevant overheads directly attributable to bringing the software into use
Amortisation of software costs 1s over periods of up to nine years

Computer software 1s assessed for impairment whenever there 1s an indication that the software asset may be
impaired

Depreciation 1s provided on the cost less the residual value of computer software on a straight-line basis over
its expected useful of 4 years

3.8 Investments
Investments in subsidiaries and joint ventures are stated in the balance sheet at cost, less impairment
39 Impairment of Non-Financial Assets

The Company assesses at each reporting date whether there are any indicators that an asset may be impaired
If any such indication exists, or when annual impairment testing for an asset Is required, the Company makes
an estimate of the asset’s recoverable amount in order to determine the extent of the impairment loss An
asset or cash generating unit’s recoverable amount s the higher of its fair value less costs to sell and its value
In use and it 1s determined for an individual asset, unless the asset does not generate cash flows that are
largely independent of those of other assets or groups of assets Where the carrying amount of an asset
exceeds Its recoverable amount, the asset 15 considered impaired and i1s written down to its recoverable
amount Impairment losses are recognised in the income statement In those expense categories consistent
with the function of the impaired asset

When value in use calculations are undertaken, management must estimate the expected future cash flows
from the asset or cash generating unit and choose a suitable discount rate in order to calculate the present
value of those cash flows
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NOTES TO FINANCIAL STATEMENTS _
as at 31 December 2010 i
3 Accounting Policies (continued) ’ ]

An assessment 1S made at each reporting date as to whether there 1s any indication thattprewously recognised
impairment losses may no longer exist or may have decreased If such indication exists the Company estimates
the asset’s or cash generating unit’s recoverable amount A previous impairment loss 1s reversed only if there
has been a change in the assumptions used to determine the asset’s recoverable amouqt since the last
impairment loss was recognised The reversal 1s imited so that the carrying amount of the asset does not
exceed Its recoverable amount, nor exceed the carrying amount that would have been d:etermlned, net of
depreciation, had no impairment loss been recognised for the asset in prior years l

3.10 Borrowing costs ’t

Borrowing costs directly attributable to the acquisition, construction or production of anf asset that necessarly
takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of
the respective asset All other borrowing costs are expensed in the period in which they 'pccur Borrowing costs
consist of Iinterest and other costs that the Company incurs in connection with the borrowing of funds

|

311 Provisions !

A provision Is recognised when the Company has a legal or constructive obligation as a result of a past event, it
1s probable that an outflow of economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obhigation If the effect 1s material, expectec:j future cash flows are
discounted using a current pre-tax rate that reflects, where appropriate, the risks specn‘u;: to the hability

i
Decommissioning costs i

Provision I1s made on a discounted basis for the estimated decommissioning costs at the end of the operational
lives of the Company’s windfarms Capitalised decommissioning costs are depreciated over the useful lives of
the related assets The unwinding of the discount is included within finance costs |

312 leasing |

The determination of whether an arrangement 1s, or contains, a lease i1s based on the substance of the
arrangement assessing whether the fulfilment of the arrangement 1s dependent on theluse of a specific asset
or assets or the arrangement conveys a right to use the asset i

The classification of leases as finance or operating leases requires the Company to deitermme, based on an
evaluation of the terms and conditions, whether it retains or acquires the SIgnlflcant, risks and rewards or
ownership of these assets and accordingly whether the lease requires an asset and liability to be recognised on
the balance sheet .
Company as lessee

Finance leases are leases which transfer to the Company substantially all the risks andEbeneflts incidental to
ownership of the leased item The Company currently does not have any assets held under finance leases

Operating lease payments are recognised as an expense In the income statement on a s;tralght line basis over
the lease term

i
n
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|

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
3 Accounting Policies (continued)

3.13 Cash and Short Term Deposits
Cash and short term deposits consist of cash at bank and 1n hand

314 Trade and Other Receivables

Trade receivables, which generally have 85 day credit terms, are recognised and carried at the lower of their
oniginal invoiced value and recoverable amount Where the time value of money Is material, recewables are
carried at amortised cost Provision i1s made when there Is objective evidence that the Company will not be
able to recover balances in full Balances are written off when the probability of recovery i1s assessed as being
remote

3.15 Fmancal instruments

(1) Financial Assets

F;nanaal assets within the scope of IAS 39 Financial instruments Recognition and measurement (‘IAS 39’) are
classified as financial assets at fair value through profit or loss, loans and receivables, held-to-maturity
investments, available-for-sale financial assets or as derivatives designated as hedging instruments in an
effective hedge, as appropriate The Company determines the classification of financial assets at imtial
recognition

All financial assets are recognised initially at fair value plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs

The Company’s financial assets include cash, trade and other receivables, loans recevable and derivative
financial instruments

Subsequent measurement
The subsequent measurement of financial assets depends on their classification The Company does not hold
any held to maturity investments or available for sale financial assets Subsequent measurement for financial

assets at fair value through profit or loss and loans and receivables s as follows

Financial assets at fair value through profit or loss
This category includes derivative financial instruments entered into by the Company that are not designated as
hedging instruments in a hedge relationship as defined by IAS 39

The group has not designated any financial assets upon imtial recognition as fair value through profit or loss

The Company considers whether a contract contains an embedded derivative when the entity first becomes a
party to it Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at
fair value if their economic characteristics and risks are not closely related to those of the host contracts and
the host contracts are not held for trading or designated at fair value through profit or loss These embedded
derivatives are measured at fair value with changes in fair value recogrised in the income statement
Reassessment only occurs if there 1s a change in the terms of the contract that significantly modifies the cash
flows that would otherwise be required
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NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010 f
3. Accounting Policies (continued) f

Loans and Recetvables ‘

Loans and receivables are non-derivative financial assets with fixed or determinable bayments that are not
quoted in an active market, do not qualify as trading assets and have not been deSIgna'ted as either fair value
through profit and loss or available-for-sale Such assets are carried at amortised c:last using the effective
interest method iIf the time value of money 1s significant Gains and losses are recégnlsed in the iIncome
statement when the loans and receivables are derecognised or impaired, as well as through the amortisation

process
1

Impairment of Financial Assets :
|
The Company assesses at each balance sheet date whether a financial asset or grou'p of financial assets 1s
impaired The Company has trade receivables and loans receivable carried at amértlsed cost using the
effective interest rate method The assets are reviewed for impairment as follows ;

‘ |
Assets Carried at Amortised Cost }
If there 15 objective evidence that an impairment loss on assets carried at amortised cbst has been incurred,
the amount of the loss 1s measured as the difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been fhcurred) discounted at
the financial asset’s original effective interest rate (1e the effective interest rate;z computed at inttial

recognition) The carrying amount of the asset 1s reduced, through the use of an allowance account The

amount of the loss 1s recognised in depreciation and amortisation charge, allowances anﬂ provisions

E
if, In a subsequent period, the amount of the impairment loss decreases and the delfcrease can be related
objectively ta an event occurring after the impairment was recognised, the previously rfecognlsed Impairment
loss 1s reversed Any subsequent reversal of an impairment loss 1s recognised in the income statement, to the
extent that the carrying value of the asset does not exceed its amortised cost at the re\:/ersal date In relation
to trade receivables, a provision for impairment 1s made when there 1s objective eiwdence (such as the
probability of insolvency or significant financial difficulties of the debtor) that the Company will not be able to
collect alf of the amounts due under the original terms of the invoice The carrying amoﬁlnt of the recewvable 1s
reduced through use of an allowance account Impaired debts are derecognised when; they are assessed as
Irrecoverable \

I
u) Financial habilities i
}
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or

loss, loans and borrowings, or as derivatives designated as hedging instruments n aEn effective hedge, as
appropriate The Company determines the classification of financial assets at initial recognltlon The Company
has trade and other payables and loans payable classified as loans and borrowing and derwatwes classified as
financial habilities at fair value through profit or loss :

’

All financial liabilities are recogrised initially at fair value and in the case of loans and borrowmgs plus directly
attributable transaction costs

I 19
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NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
3 Accounting Policies (continued)

Subsequent measurement
The subsequent measurement of financial habilities depends on therr classification as follows

Financial hiabilities at fair value through profit or loss
Financial labilities at fair value through profit or loss comprise derivative financial habilities which have not
been designated as effective hedging instruments The Company does not hold financial habilities held for

trading or financial habilities designated upon initial recognition as fair value through profit or loss Gains and
losses on derivative financial liabilities which have not been designated as hedging instruments in an effective
hedge are recognised in the income statement

Interest bearing loans and borrowings
Obligations for loans and borrowings are recognised when the Company becomes party to the related
contracts and are measured initially at the fair value of the consideration received less directly attributable

transaction costs

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest rate method

Gains and losses arising on the repurchase, settlement or otherwise cancellation of labilities are recognised
respectively in finance revenue and finance cost

Derecognition of financtal liabilities
A hability 1s generally derecognised when the contract that gives rise to it Is settled, sold, cancelled or expires

Where an existing financial liability 1s replaced by another from the same lender on substantially different
terms, or the terms of an existing hability are substantially modified, such an exchange or modification 1s
treated as a derecognition of the original liability, such that the difference in the respective carrying amounts
together with any costs or fees incurred are recognised in profit or loss

) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet If, and only
if, there 1s a currently enforceable legal right to offset the recognised amounts, and there i1s an intention to
settle on a net basis or to realise the assets and settle the habilities simultaneocusly

wv) Fair values

The fair values of financial instruments that are traded in active markets at the reporting date 1s determined by
reference to quoted market prices, without any deduction for transaction costs

For financial Iinstruments not traded in an active market, the fair value i1s determined using appropnate
valuation techniques Such techniques may include using recent arms length market transactions, reference to
the current fair value of another instrument that 1s substantially the same, discounted cash flow analysis or
other valuation models
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NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010 !
3. Accounting Policies (continued) J

v) Hedge accounting

The Company enters into forward foreign exchange contracts to hedge the cash flow risk relating to the value
of foreign purchases which are denominated in foreign currencies The risk being hedge('j relates to changes In
the foreign exchange rate of the forecast purchase price Hedge accounting is applied when certain conditions
required by IAS 39 are met ,

¢

The partion of gain or loss of the hedging instrument that was determined to be an effective hedge 1s
recognised directly in equity and forms part of the hedge reserve The ineffective portion of the change in fair
value of the hedging instruments Is recognised in the income statement within procurerrsxents for hedges of
underlying operations For hedges of financing activities, any ineffectiveness 1s recognised within finance
income or finance costs, as appropriate, In the income statement If the cash flow hedge relates to an
underlying transaction which results in the recognition of a non-financial asset, the associated gains or losses
on the dervative that had previously been recognised in equity are recognised in the iniral measurement of
the asset arising from the hedged transaction For hedges that relate to an underlying transaction which
results In recognition of a financial asset or a liability, amounts deferred in equity are recognised In the income

statement in the same year in which the hedged item affects the income statement '

Hedge effectiveness is measured and respective entries recorded n the balance sheet, re[zserves and income
statement on a monthly basis in respect of commodities and on a half-yearly basis in respect of treasury
hedging relationships Hedge effectiveness is achieved where the correlation between the changes in value of
the hedging instrument and the hedged item i1s between 80% and 125% "

The Company discontinues prospectively hedge accounting when the hedge instrument clexplres or s sold,
terminated or exercised, when the hedge relationship no longer qualifies for hedge accounting or when the
designation 1s revoked In the case of cash flow hedging, any gain or loss that has been recognised in equity
until that time remains separately recognised in equity until the forecast transaction occurs If the transaction
1s no longer expected to occur, related cumulative gains and losses which have been previously deferred in
equity are recognised in the income statement |

1

316 Foreign currencies \
|
The functional currency of the company is Pounds Sterling Transactions in foreign currencies are translated at
the spot rate at the date of the transaction At the year end, monetary assets and habilities denomnated in
foreign currencies are translated at the rate of exchange ruling at the balance sheet date with exchange gains

and losses recognised In the income statement

!
317 Financial risk management policy and hedging activities E
During the year ended 31 December 2010, the risk policy approved by the board of the u'!tlmate parent
company, Iberdrola S A, was supported by a governance structure within Scottish Power Renewables {UK)
Limited, which included the Executive Team (“ET”) and the independent group Risk Manégement function In
addition, the ET meets as required specifically to ensure that the businesses’ risks are adequately assessed,
monitored, mitigated and managed

f

|

i
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SCOTTISHPOWER RENEWABLES (UK) LIMITED
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NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
3. Accounting Policies (continued)

The structure ensured that the risk management procedures established for the Company to identify, assess,
monitor, report, manage and mitigate each of the various types of risk involved n its business were adequately
designed and implemented and that an effective and efficient system of internal controls 1s maintained The
company adhered to their specific business risk limits and guidelines which were approved by the Executive
Committee of Iberdrola Renovables

During the year ended 31 December 2010 the group has been exposed to financial risks in two main areas,
credit risk and treasury management, In particular foreign currency exposures

a) Credit risk
The majority of the company’s debtors relate to inter business trading or loans with other group undertakings
b) Treasury management

Hedging of asset purchases
The Company Is subject to cash flow risk resulting from the purchase of various assets which are denominated

in foreign currencies The risk being hedged relates to the fluctuation in the functional currency terms of value
of these foreign denominated purchases The Company enters into forward foreign exchange rate contracts to

hedge those risks

3.18 New Standards and Interpretations Not Appled

The following new standards, interpretations and amendments have effective dates after the date of the
financial statements and have not yet been implemented by the Company

Effective for
periods

commencing
IFRIC19 Extinguishing finanaal habilities with equity instruments 1July 2010
IFRIC 14 (amendment)  Prepayments of @ mmimum funding requirement 1January 2011
IFRS 7 {amendment)  Finanaal Instruments Disclosures™® 1July 2011
IFRS 1 famendment)  Severe Hypennflation and Removal of Fixed Dates for First-Time Adopters™ 1July 2011
IAS 12 (amendment)  Recovery of Underlying Assets™* 1January 2012
IAS 1 {amendment)  Presentation of Other Comprehensive Income* 1July 2012
IAS 19 (amendment)  Employee Benefits* 1 January 2013
IFRS 9 Finanaal Instruments Recognition and measurement™® 1 January 2013
IFRS 10 Consolidated Finanaal Statements* 1January 2013
IFRS 11 Joint Amangements* 1January 2013
IFRS 12 Disclosures of Interests in Other Entities* 1January 2013
IFRS 13 Fair Value Measurement™ 1January 2013
IAS 27 Separate Finanaal Statements* 1 January 2013
IAS 28 Investments in Associates and Joint Ventures* 1January 2013

Improvements to IFRSs (issued May 2010) Vanous

*not yet adopted for use in the European Union
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1 SCOTTISHPOWER RENEWABLES (UK) LIMITED

NOTES TO FINANCIAL STATEMENTS |
as at 31 December 2010 i
' 3 Accounting Policies (continued) !
i
The above standards and interpretations are expected to be adopted in accordance WIlth their effective dates
and have not been adopted in these financial statements The directors do not antlcilpate that adoption of
these standards and interpretations will have a material impact on the financial statements in the period of
! initial apphication

4 Revenue

L

EnergySales 673 1015
ROC & LEC Sales 710 814

1 5 Operating profit
This s stated after charg

ing

Impairment of property, plant and equipment 03 09
t Impairment of intangible assets _ - -

! Operating lease payments — minimum lease t
i payments 12 1 0|
Oeratmglease pay ments—sublease payments ( . - :

Future minimum lease payments under operating leases

Not later than one year 12
After one year but not more than five years 47
' After five years 128
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NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010

6 Auditors' remuneration

Auditors' remuneration- audit services -

Auditor

s' remuneration —
= ;

AT, '

technical advice ) - .

7 Other Operating Income

Insurance income
Re-charge of salary costs to other JV's
Management Fees

Other Income

8
Capitalised Interest
Interest income on group loans -
Foreign exchange gains
Net gain on financial assets and financial liabilities atfair
value through profit or loss
9

Interest expenses on group loans 75
n exchange losses
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SCOTTISHPOWER RENEWABLES (UK) LIMITED :

NOTES TO FINANCIAL STATEMENTS

as at 31 December 2010

10

Taxation

|
i
The major components of iIncome tax expense for the years ended 31 Decemb{er 2010 and
2009 are !
i
(a) Tax Charged in the income statement :

Current income tax
Currentincome tax charge 120

Deferred tax '

Relating to origination and reversal of temporary differences 502 192
Impact of changes in tax laws and rates (5 1) -
Adjustments in respect of previous years . 39

AN

(b) Reconciliation of the total tax charge .
The current tax credit for the year varied from the standard rate of UK Corporation tax as
|

UK Corporation tax at 28% on profits for the year 15 OE 249
Adjustments in respect of prior years (32) 03
Impact of change of rate on deferred tax (5.1); -
Loss on liquidation of subsidiary - 73

differences 09 (10)

|
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NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010

10 Taxation (continued)
{(c) Change in corporation tax rate

2009
The UK corporation tax rate decreased from 30% to 28% from 1 April 2009

2010

In his budget speech of 22 June 2010, the Chancellor announced that the main rate of UK
corporation tax would be reduced from the current rate of 28% to 24% on 1 April 2014 by a
series of 1% annual reductions In his budget speech in March 2011, he announced there
would be a further 2% reduction on 1 April 2011 to 26% and this was enacted on 29 March
2011 in the Provisional Collecion of Taxes Act Further 1% reductions will continue to apply,
now lowering the rate to 23% on 1 April 2014

The reduction to 27% was included 1n the Finance Act that received Royal Assent on 27 July
2010 As this change was enacted before the balance sheet date and reduces the tax rate
expected to apply when temporary differences reverse, 1t had the effect of reducing the
deferred tax charge by £5 1m The reduction to 26%, however, was not enacted at the balance
sheet date

Arate of 25% for the year commencing 1 April 2012 was enacted on 19 July 2011 The
decrease from 27% to 25% should have the effect of reducing the deferred tax balance by

£9 7min the year to 31 December 2011 The further 1% rate reductions should be
substantively enacted in the future giving rise to two further reductions of approximately

£4 9meach

(d) Deferred Tax

The deferred tax included in the Company balance sheet s as follows

At 1anuany 2 - L : -
Charge / (credit) to Income statement 231 - 231
Recorded In the statement of comprehensive iIncome
Charge / (credit) to iIncome statement 406 - 406
ecorded tn the statement f comp rehenlve income

26
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, NOTES TO FINANCIAL STATEMENTS |
as at 31 December 2010

. 11 Property, plant and equipment

e

Addltlons 18 12 1806 - 1836

; Reclassification of Fixed Assets - {04) - ‘[ 04 -
. Transfers - 1733 (173 3) - -

Transfers from group undertakings - 650 - 05 655

Additions 06 84 2437 | - 2527

Disposals - - - (09) (09)
Reclassification of Fixed Assets (03) 03 - - -

; Transfers - 856 (85 6} E - -
i - (11)

Transfers to group undertakings - - (11)

Provided dU|g theyear - 371 - - 371

I
Impairment - - .- 09 09

Transfers from group undertakings - 01 - - 01

Prowded durmg the year - 414 - - 414

) Disposals . - - . (09) (09)
Impairment - - ‘03 | - 03
1

i Reclassification of Fixed Assets (02) 02 -

The impairment of the construction in progress asset 1s in relation to projects which were under development
but due to a change In the economic or legal circumstances are no longer deemed vna ble to continueto
develop

;
|
; 27
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SCOTTISHPOWER RENEWABLES (UK) LIMITED
5

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
11 Property, plant and equipment (continued)

Capitalised borrowing costs

The amount of borrowing costs capitalised during the year ended 31 December 2010 was £1 7m (2009
£11m) The rate used to determine the amount of borrowing costs eligible for capitalisation was 1 5% (2009
1 5% to 3%) which s the effective rate of borrowing used to finance the construction of qualifying assets

Group restructure

On 30" October 2009 and 22" December 2009 as part of a group restructure the assets and liabilities of group
undertakings Iberdrola Renewable Energies and Mark Hill Wind Power Limited respectively were transferred to
the company in consideration for debt These companies were subsequently liquidated under Members
Voluntary Liquidation and a distribution was received from subsidiary Hill Wind Power Limited In addition to
this, the parent company ScottishPower Renewable Energy Limited transferred its fixed assets to the company
in consideration for debt

12 Intangible assets

()

Additions - | 0 3 - 03
Disposals - - -

Additions ) ' 04 - 04
Disposals - - -

Amortisat
ifianuary 2009 - v :
Amortisation during the year - - -

Impairment charges - - -

Amortisation durlg the year 01 - 01
Impairment Charges - - -
Reclassification of Fixed Assets
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NOTES TO FINANCIAL STATEMENTS

as at 31 December 2010

13

14,

SCOTTISHPOWER RENEWABLES (UK) LIMITED

e

Other ﬁnanual assets

F:naal as —non-current
Loans receivable fromgroup companies (at amorbsed cost) 5.8 ! - -

Finanaal assets —current
Forward currency derivative contracts (designated as hedges in

aj Loans recevable from group compamies —non-current
The non-current loan 1s due from East Anglia Offshore Wind Limited Interestis calculated at 6 month LIBOR plus 5
basis points on a bi-annual basis on the loan amount plus compound interest. Theloan is unsecured and repayable
on demand, but only when East Anglia Offshore Wind Limited has surplus cashflow It1s anticipated that this will
not be for a number of years, therefore the loan is classified as non-current. ‘

b) Forward currency derivative contracts _i
The company enters Into forward foreign exchange contracts to hedge the cash flow risk relating to the value of

forecast purchases which are denominated in foreign currencies The risk being hedged relats to the changes inthe
foreign exchange rates of the forecast purchase price

Investments
The Company holds investments 1n following entities

e

Subs;d,r By OO “ : . CALNER i J
Coldham Windfarm Limited England & Wales 80 : 80 80
Morecambe Wind Limited England & Wales - L 67 33
Scottish Power Renewables (WODS) bimited  Scotland 100 1 - -
Jomtly controlled entity E

Celtpower Limited England & Wales 50 ¢ 50 50
East Anglia Offshore Wind Limited England & Wales 50 l - -
Assoaates }

Aviation [nvestment Fund Company Limited  England & Wales 19 ;19 -

The principal actiwity of Coldham Windfarm imited, Morecambe Wind Limited and Celtpower,Limited 1s the
generation of wind powered electricity

+

The principal activity of Scottish Power Renewables (WODS) Limited 1s the devel opment, and: future construction
and operation of the West of Duddon Sands offshore windfarmlocated in the East Irish Sea

i
z

The principal activity of East Anglia Offshore Wind Limited 1s to devel op offshore wi ndfarms' In December 2009
the company was awarded exclusivity to develop up to 7,200 MW of offshore windfarm generatl onwthinZone5 -
the East Anglia zone - through the Crown Estate Round 3 tender process

The principal activity of Aviation Investment Fund Company Limited 15 to explore and devel op potential technical
solutions relating to the obstacle posed by ra dar to the posittoning of windfarms
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0

NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010

14 Investments (continued

Investment l Scottish Power Renwables (WODS) Limited 00 - - 00
glia Offshore Wind Limited

vy
075)

At1 January 2009 the company held a 33 3% interest in Morecambe Wind Limited which was classified as an interestina
Jointly controlled entity

in the year to 31 December 2009 the company increased its interest to 66 6%, giving the company control of the entity, resulting
inits classificationas a subsidiary undertaking as at 31 December 2009

On 11 March 2010 the company transferred it's share in Morecambe Wind Limited to Scottish Power Renewables {WODS)
Linited

15

Trade and other receiwvables

Trade receivables v - 29 07 06

Amounts owed by group undertakings 518 641 470
VAT recoverable - - 54
Group tax relief 251 20 101

Prepayments and accrued income 2130 130 56

Trade receivables are non-interest bearing and are generally on 85 days creditterms Thereis no
provision for impairments

Prepaid income has been paid to Scottish Power Renewable Energy Lmited and 1s in relation to the
procurement of turbines

As at 31 December, the ageing analysis of trade receivables 1s as follows

Neither past due nor impaired

<30 Days - - -
30 - 60 days - - -
60 - 90 days - - -
90 - 120 days - - -
>120 days

30



NOTES TO FINANCIAL STATEMENTS
as at 31 December 2010
15.  Trade and other receivables (continued)

As at 31 December, the ageing analysis of amounts owed by group undertakmgs 1S as |
follows

Nerther past due nor impaired 518 641
<30 Days - - : -
30 - 60 days - - j - i
60 - 90 days - - - |
90 - 120 days - - * - |

days _ ] -

16.

Cash at bank - T
Shorttermdeposns - .

Cash at bank earns interest at floating rates based on daily bank deposit rates : ;

17 Trade and Other Pa ables

Trade payables ’ ' 261 48 54 :

VAT payable 160 89 E - |
Amounts owed to other group companies 585 278 88 '
3

Capltal expendlture accruals 40 634 280

Terms and conditions of the above financial hiabilities

Trade payables are non-interest bearing and generally settled on 30 day terms
VAT payable1s normally settled quarterly throughout the financial yéar
Refer to note 23 for terms of amounts owed to other group undertakings
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NOTES TO FINANCIAL STATEMENTS
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18

19

Finanacial Liabilities

Non-current — at amortised cost
Loans owed to group undertakings A

Current ~ at amortised cost
Loans owed to group undertakings 9174 594 4 548 5
Derivative Financial Instruments with other group companies

Loans owed to other group companies comprise the following

Loan with ScottishPower Renewable Energy Holdings Limited 2999 - -
Loan with ScottishPower Renewable Energy Limited 6175 594 4 5485

interest on the loan due to ScottishPower Renewable Energy Holdings Limited is calculated at 3 month UBOR
plus 30 basis points Theloan is unsecured and repayable on demand

interest on the loan due to ScottishPower Renewable Energy Limited 1s calculated at 3 month LIBOR plus 20
basis points Theloan s unsecured and repayable on demand

Obligations Under Leaseand Hire Purchase Contracts

Minimum lease payments under operating leases recognised 12 1.0
as an expense in the year

Future minimum lease payments under operating leases

Not later than one year 1.2 12
After one year but not more than five years 47 47
After five years 128 189
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" NOTES TO FINANCIAL STATEMENTS

as at 31 December 2010

! 20 Provisions

[

Current - Lo -
Non-current 107 i 107

b 5 o 3

" New Provision 54 29 83

‘ Unwinding of Discount 04 P 04
Utilised during year - | - -
Current - .29 28
Non-current 165 ] - 165

‘ New Provision 83 . 83
Unwinding of Discount 05 - 05
Utilised during year .- (2 3) (23)

' Current - 06 06

" Non-current 253 - 253
Decommissioning provision 1
The decommissioning provision relates to the discounted estimated cost c?f decommissioning
windfarms at the end of their useful life The decommissioning of windfa rms Is expected to
occur over the year between 2015 and 2027 .

Other provisions '

! The other provision relates to Clachan Flats windfarm, and 1s to provide fér a payment which
would be due to AMEC Project Investments Limited if the wind resource at this site was found
to be higher than when AMEC sold the project to ScottishPower Renewables (UK) Limited

|
21 Finanaal Instruments :

Credit risk :
There are no significant concentrations of credit risk within the Company unless othervwse disclosed The
maximum credit risk exposure related to financial assets 1s represented by the carryi ng value at the balance
sheet date

b
|
4

The Company has established procedures to minimise the risk of default by trade debtors including detailed
credit checks undertaken before a customer 1s accepted Historically these procedures have proved effective
in minimising the level of impaired past due debtors
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21 Finanaal Instruments (continued)

Interest rate risk

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all
other variables held constant, of the Company’s profit before tax, through the impact on floating rate
borrowings

The sensitivity analysis excludes all non-derivative fixed rate financial instruments carried at amortised
cost, but includes those recognised at fair value as well as all non-derivative floating rate financial
Instruments

Currency derivatives have not been included in the sensitivity analysis below as they are not considered to
be exposed to interest rate risk

2010

Loan with ScottishPower Renewable Energy Limited +20 12
Loan with ScottishPower Renewable Energy Holdings Limited +20 03
Loan with ScottishPower Renewable Energy Limited -20 (12)
Loan with ScottishPower Renewable Energy Holdings Limited -20 {03)
2009

Loan with ScottishPower Renewable Energy Limited +20 11
Loan with ScottishPower Renewable Energy Limited -20 (11)
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21 Finanaa Instruments (continued)

Liquidity risk
The table belowsummarises the maturity profile of the Company’s financial iabiliies at 31 Deoerrber based on contractual

undlscounted D3 ts

d Illles
Loans owed to group undertakings 9174 - - - - 9174
Trade and other payables - __1m6 - - - 104 5

Non—denvatlve ﬁrmud Inabulrtles K
Loans owed to group conpanies 5944 - - - - 5944

'. } wen:nad llehlrtes ‘ ' -

Loans owed to group companies 548 5 - - - - 5485
Trade and other bl _ - 422 - 422

22, Share Capital

Authorised Shares ; 100 100

}
Allotted, called up and fully paid ordinary 13,630,347 Ly 5
shares of £1 each

AlItt, called up anfully pal ordinary
shares

The authorised share capital for ScottishPower Renewables (UK) Limited was abolished by
written resolution on 6 May 2010
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23  Related party transactions
The table below provides the total amount of transactions that have been entered into wath related parties for the
relevant financial year

2010

Scottish Power Renewable Energy Lid Parent - (128 9) - (27 6)
ColdhamWindfarm Limited Subsidiary 00 - 00 -
Scottish Power Renewables (WODS) Lid Subsidiary - - 12 -
Celtpower Limited Joint Venture 01 - - -
East Anglia Offshore Wind Limited Joint Venture - - 14 -
Scottish Power UK PLC Assoaate - (09) - -
Scottish Power Energy Retail Ltd Assodaate 1264 (05) 492 -
SP Distribution Limited Assoaate - (00) - -
SP Manweb Limited Assoaate - (02) - -
Core Utihty Solutons Limited Assoqate - (05) - (03)
Gamesa Eolica, SA Assoaate - (617) (286)
Iberdrola Ingenieria y Construccion UK Ltd ~ Assoaate - (00) - 00)
Iberdrola Engineering and Construction Assoaate

Scotland Ltd i () ) ©1)
2009

Celtpower Limited Joint Venture - - - (00)
ScottishPower UK Limited Assoaate - (08) (00} (00)
Scottish Power Energy Retail Ltd Assoaate 1709 (04) 674 (02)
SP Power Systerms Limited Associate - (07) - 07)
ScottishPower Generation Limited Assoaate - (00} - (00)
ScottishPower Energy Managementimited  Assoaate - - - (00)
2008

Celtpower Limited Joint Venture - - - (00)
ScottishPower UK Limited Assoqate - (00) - -
Scottish Power Energy Retaif Lid Assoaate 878 (03) 470 (00}
SP Power Systers Limited Assoaate - (00) - (00)
ScottishPower Generation Limited Assoaate - (00) - -
SP Dataserve bmited Assocate - (00) - (00)

Terms and conditions of transactions with related parbies
Purchases between related parties are made at normal market prices  Outstanding balances relating to purchases are
unsecured, interest free and cash settlement 1s expected within 30 days of the invoice
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23 Related party transactions (continued

' Scottish Power Renewable Energy Ltd Parent (55) - (6191)
Scottish Power Renewable Energy Holdings Ltd Associate (20) : (3007)

\ East Anglia Offshore Wind Ltd Joint Venture 00 ‘ 58
2009 ’
Scottish Power Renewable Energy Ltd Parent (11 4) . (594 4)
As at 1 January 2009 :

! Scottish Power Renewable Energy Ltd Parent - (5485)
Controlling party

The directors regard Iberdrola, S A as the ultimate parent company, which is also the parent company of
the only group 1n which the results of the company are consolidated Copies of the Consolidated Accounts
of lberdrola, S A may be obtained from Iberdrola, S A, Calle Gardoqui 8, Bilbao, Spain

24 Events after the balance sheet date

Other than the event disclosed 1n page 2 of the Directors' Report there are no other significant post balance
sheet events ‘
f
25 Capital Commitments

The Company had capital commitments totalling £60 5m at 31 December 2010 (31 [?ecember 2009
£1254m, 1 January 2009 £74 7m)

| |
|
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26

Directors’' Emoluments
The total emoluments of the directors that provided quahifying services to the

company are shown below As the directors are remunerated for their work for the
ScottishPower Renewables group as a whole, it has not been possible to apportion
the emoluments specifically in respect of services for this company

Basic salary 301 294
Bonuses 227 249
Benefits in kind
otale

The above emoluments 1n respect of directors were paid by another group company,
consequently these amounts are not included within the income statement

3 directors (2009 3 directors) had retirement benefits accruing under
ScottishPower's defined benefit pension scheme at the year end

Basic salary 144 146
Bonuses 163 187

Benefits in kind 7 7

The amount of pension benefit accrued for the highest paid director 1s £30,612 (2009
£28,084)
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27 Reconqhatlon of Equ»u%at 31 r 29

. Non-Current Assets ;

1 Property, plant and equipment 11 8293 (03) - 8290
Intangible assets 12 - 03 - 03

) Investments 14 59 - ! - 59

1 Loans recetvable from group 13 - - - -

companies

" Current Assets l
Trade and other receivables 15 157 - - 157
* Amounts due from group companies 15 641 - ! - 641

Derivative Financial Instruments 13 - - ; 32 32

Equity and habilities
Equity |
Ordinary shares - - : - -
Retained earnings (1127) - 59 (105 8)
Cashflow hedge Reserve - - (22)

y Non-Current Liabilities
Provisions 20 {16 5) - ' - {16 5)

Current Liabilities |
K Trade and other payables 17 (77 1) - } - (771)
) Amounts owed to other group 17 (27 8) - f - (27 8)
companies ‘
Derivative Financial Instruments - f (01) (01)
Loans payable to group companies (594 4) - v - (594 4)
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27 Reconaliation of Equity at 1 Januan 2009 ‘

Non-Current Assets

Property, plant and equipment 11 6191 - - 6191
Intangible assets 12 - - - -
Investments 14 45 - - 45
loans receivable from group 13 - - - -

companies
iotalinon:cucrel

Current Assets

Trade and other receivables 15 217 - - 217
Amounts due from group companies 15 470 - - 470
Derivative Financial Instruments 13 - - 198 198

Cash and cash equivalents

Equirty and habilities

Equity

Ordinary shares - - - -

Retained earnings (54 4) - 59 (48.5)
\ Cashflow hedge Reserve

jlotalieauity,

Non-Current Liabilities
‘ Provisions 20
Deferred tax habilives 10

Wotalincneurrontliabiltiest

Current Liabilities

Trade and other payables 17 (334) - - (334)
Amounts owed to other group 17 (88) - - (8 8)
companies

Derivative Financial Instruments 18 - - (01) (01)
Loans payable to group companies 18 (548 5) - - (548 5)
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27

alfowances and

Revenue T ' 1829
CostofSales

Administrative Expenses (85)
Staff Costs 00
Outside Services 00
Impairment of fixed assets (09)
Other Operating Income 00
Deprecration and amortisation charge,

provisions 00

Gain on disposal of non-current assets 11
Loss on disposal of non-current assets 00
Finance revenue 00
Finance expense 00
Income from fixed asset investments 24
Distribution fromsubsidiary undertaking 48
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