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SP DATASERVE LIMITED
STRATEGIC REPORT

The dlrectors present an overview of SP Dataserve Limited’s busnness structure, 2018 performance and strategic outlook
_ including principal risks and uncerta|nt|es

STRATEGIC OUTLOOK .

The principal activities of SP Dataserve Limited (“the company”), registered company number SC215842, are the
provision of metering services and meter installation. The company ‘will continue with these actlvmes for the forseeable
future. :

The ultimate parent of the company is Iberdrola;.S.A. (" lberdrola") WhICh is listed on the Madrld stock exchange and the
immediate parent of the company is Scottish Power Retail Holdings Limited {“SPRH”) {formerly known as Scottish Power
Generation Holdlngs Limited). Scottish Power Limited (“SPL”) is the United. Kingdom (“UK”) holdmg company of the
ScottlshPower group (“ScottishPower”) of which the. company is a member.

The company continues to experience increased competition in.its principal activities and continues to respond to
industry changes mandated by the move towards smart metering. .

~ The impact of Brexit on the company is considered on pages 2 and 3 of the Strateglc Report. The Accounts are prepared
~ona gomg concern basis; refer to Note 19 for further details.

OPERATIONAL PERFORMANCE
The table below provndes key financial information relating to the company’s performance durlng the year
Revenue* Operating profit/(loss)* . Capital |nvestment** :
. 2018 2017*** 2018 . 2017 2018 2017
Financial key performance indicators £fm " £m £fm £m . £m £m

SP Dataserve Limited . 16.3 21.9 2.6 (4.6) ] 0.4 0.3

*Revenue and operating proflt/(loss) is presented on page 11.
“Capntal investment is presented within Note 3 on page 22.
* *** Restated (refer to Note 181. 1)

Revenue decreased by £5.6 m||I|on to £16.3 million in 2018, with industry-wide legacy metering reIated activity reducing -

as the focus moves towards the roll out of smart meters.

" Operating profit in the current year is £2.6 million compared to an operating loss of £4.6 million in the prior year. This .
movement is primarily due to the decrease in staff costs, following the implementation of a group wide restructuring
programme (refer to Note 13). The overall reduction in. costs has been partially offset by the decrease in revenue
‘discussed above.

Capital investment for the year amounted to £0.4 million (2017 £0.3 million).

LIQUIDITY AND CASH MANAGEMENT

Cash and net debt. . .

Net cash flows from operating activitiés for the year increased by £2.8 million to £3.1 million (refer to cash flow
statement on page 13). Net funds (consisting of group loans receivable) increased by £3.0 million to £27.6 million.

Capital structure _ :

The company is wholly funded by equity. All equity is held by the cdmpany's immediate parent undertaking, SPRH.
_ Treasury services are provided by SPL. Further details of the treasury policy for ScottishPower and therefore the
company and how it manages them is included in Note 10. ’

HEALTH AND SAFETY

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



SP DATASERVE LIMITED
" STRATEGIC REPORT continued

UK DECISION TO LEAVE THE EU (BREXIT)

The UK was originally scheduled to leave the European Union (“EU”) on 29 March 20189. Following intensive negotiations
on the subjects of a separation payment, mutual recognition of citizens’ rights and avoiding a hard border between
‘Northern Ireland and the Republic of Ireland, two key documents were approved by the EU Council on 25 November
2018: the EU Withdrawal Agreement (a legally binding document setting out the terms of the UK's exit from the EU,
including citizens’ rights and the lIrish ‘backstop’); and the Political Declaratiori (setting out the basis for a future
negotiation of the future UK-EU relationship after Brexit,.including UK-EU trade and security). As at the date of signing
these accounts this deal has not been approved by the UK Parliament. The EU and the UK have now agreed a delay to
Brexit until 31 October 2019 at the latest.

If the EU Withdrawal Agreement is not approved by the UK Parliament within the EU timelines the risk of a ‘no-deal’
Brexit exists. This would probably mean that the trade relationship between the UK and EU would revert to World Trade
Organisation {“WTQ") rules. The UK Government has published a-series of technical papers covering some of the key
“areas of concern in the event of ‘no-deal’ scenario. Essentially these papers seek to minimise the impacts as much as’
possible, including by limiting the scale of the changes to existing arrangements. Nevertheless, WTO rules would mean
that trade between the UK and EU which is currently frictionless, would become cross-border trade subject to customs
checks and tariffs. In the event of a ‘no-deal’ scenario some economic disruption is expected in the UK and thus
ScottishPower is preparing to mitigate any negative impacts arising from this outcome. A cross-party operational working -
group has been co-ordinating ScottishPower’s preparations to mitigate the |mpact of a ‘no- deal’ Brexit. Some of the key

risks con5|dered are explamed in the table below.

SCOTTISHPOWER - BREXIT RISKS
RISK '

RESPONSE

impacts a_riéing from the UK decision to leave the EU or
market reactions to events during the negotiation. These
impacts could include movements in the value of Sterling
and other financial instruments. In the longer term there
could be positive or negative changes in the UK economy
and in the political and regulatory environment in which
ScottishPower and therefore the company operates.

In addition to monitoring ongoing devel opments related
to Bréxit the treasury risk management policy is in place
to hedge financial risks which are the most prevalentin
the short term.'Any longer term impact on the UK
economy and its impact on ScottishPower and the
company will be managed in line with developments. A
ScottishPower wide regulatory group is monitoring any
potential risks arising from a regulatory .perspective and
is engaging with governments and regulators to minimise
any disruption.

Supply chain disruption —import delays of key.
equipment and components for major programmes
causing project delays. :

Assessment of key equipment and components
undertaken and additional orders placed in order to

-{increase stock levels prior to the UK |eaving the EU.

Additional storage requirements also assessed and
actions taken to ensure there is sufficient storage.

Contractual risk for existing non-trading contracts

force majeure/material adverse change clauses and
jurisdiction.

including the risk of contract re-openers, clauses such as

Legal review of all critical contracts to determine
potential exposure and mitigation specific to each
contract.

Free movement of labour — potential restrictions on EU
nationals working in the UK or international assignees
from elsewhere in the Iberdrola group, not currently in
" [the UK but wishing to enter the UK.

Recent announcements by the UK Government confirmed
EU nationals in the UK will be part of an EU settlement
scheme. Workplace audit underway to assess impact and
support staff affected through the process. '

Data Protection — impact of General Data Protection
Regulation (“GDPR") rules and status of UK post Brexit
could impact transfer of data between group companies

All intercompany contracts reviewed to update
contractual clauses. High risk suppliers identified and
where appropriate discussions commenced to amend
contractual terms. :

and suppliers in the normal course of business.

&

Even in the event of an agreement being concluded, Brexit may have both risks and opportunities for ScottishPower and
therefore the company. Until the terms of exit and the nature of the future relationship are clear, it is not possible to be
defmltlve about these.



- SP DATASERVE LIMITED |
~ STRATEGIC REPORT continued

UK DECISION TO LEAVE THE EU (BREXIT) continued :
Many of the risks-described relating to a ‘no-deal’ scenario arise from so- caIIed ‘horizontal’ issues where there could be
issues affecting businesses in many sectors of the economy. UK official forecasts are for a negative impact on the UK
economy as a whole; in the event of a ‘no-deal’ scenario it might be sharply negative, at least for the short/medium
term. Variation in market views on this last factor is likely to manifest itself in movements (up or down) in the value of
Sterhng and inflation, which is likely to have impacts on most ScottlshPower busmesses, except to the extent that these
can be hedged.

ScottlshPower and therefore the company, will continue to .monitor the |mpact of Brexit and take approprlate action to
protect operations as the outcome of the Brexit deal becomes clearer. :

PRINCIPAL RISKS AND UNCERTAINTIES -

ScottishPower’s strategy is to conduct business in a manner benefiting customers through balancing cost and risk while
delivering shareholder value and protecting ScottishPower’s performance and reputation by prudently managing the
risks inherent in the business. To- maintain this strategic direction ScottishPower develops and implements risk
management policies and procedures, and promotes a robust control environment at all levels of the organlsatlon
Further details of the risk management practices can be found in Note 10.

The principal risks and uncertainties of ScottishPower (other than those specific to Brexit already discussed), and so
those of the company, that may impact current and future operational and financial performance and the management
.of these rlsks are described below: :

SCOTTISHPOWER . )
RISK RESPONSE

Material deterioration in the relatively stable and Positive and transparent engagement with all
predictable UK.regulatory and political environm'en_t, appropriate stakeholders to ensure thatlong-term
including any sudden changes of policy, or interventions |regulatory stability and political consensus is

outside established regulatory frameworks. maintained and public backing is secured for the

C : necessary investment in the UK energy system. Providing
stakeholders with evidence.of the risks of ad hoc
intervention in markets.

A major health and safety incidentin the course of " |ScottishPower’s Health and Safety function provides -
operations could impact staff, contractors, communities |specialistservices and support for the businesses in
or the environment. ) : relation to health and safety. Acomprehensive

framework of health and safety policy and procedures,
alongside audit programmes, is established throughout
ScottishPower, which aim to ensure not only continuing
legal compliance butalso drive towards best practicein
all levels of its health and safety operations.

Breach in cyber security and unwanted infiltration of the |Implementation of a cyber-risk policy which provides the
ScottishPower IT infrastfucture by internal and external framework for mitigation. Proactive approach to

parties. identifying where ScottishPower is vulnerable and
addressing these points through technical solutions.
Educating company employees as to how behaviour can
“|reduce this risk. Embedding cyber.security in aII prolects
where appropriate.




SP DATASERVE LIM.ITED _
STRATEGIC REPORT continued

The principal risk and uncertalnty of the company that may impact current’ and future operatlonal and financial .
performance and.the management of this risk is described below:

RISK
Alternativesincome streams (including the expa nsion of

RESPONSE

Reducing the operational resource and associated costs
smartrelated actrvmes) are not sufficient to offset the. where no longer needed and continuing to focus
“lexpected reduction in traditional legacy metering income |activities on more enduring functions.

streams following the introduction of the UK ' ;

Government s sma rt metering programme:

3

ON BEHALF OF THE BOARD o ' "

Valerie Sim’

Director T
l’; September 2019



SP DATAS‘ERVE LIMITED
DIRECTORS’ REPORT

The directors present their report and audited Accounts for the year ended 31 Dec_:ember 2018.

INFORMATION-CONTAINED WITHIN THE STRATEGIC REPORT -
The directors have chosen to disclose information on the following, required by the Companles Act 2006 to be included
in the Directors’ Report, within the Strateglc Report, found on pages 1to 4:

= information on financial risk management and policies; and’
* information regarding future developments-of the business. .

RESULTS AND DIVIDEND
The net profit for the year amounted to £2.4 mllhon (2017 loss of £35 mllllon) No dlwdend was paid durlng the year

(2017 £nil).

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 ScottishPower addresses environmental
requirements can be found in the most recent Annual Report and Accounts.of SPL.

EMPLOYEES

Employment regulation

ScottishPower has well-defined pol|c1es in place throughout its busmesses to ensure compliance with applicable laws and
related codes of practice. These policies cover a wide range of employment issues such as disciplinary, grievance,
harass‘ment, discrimination, stress, anti-bribery and ‘whistleblowing’ and have been brought together in the Code of
Ethics of Iberdrola and its group of companies (which also outlines expectations for employees’ conduct).

Training
ScottishPower has a continuing commltment to training and personal development for its employees with 3,061 (2017
2,900) training events in the year. Much of the training is focused on health and safety and technical training ensuring
field staff are safe and competent. In- addition ScottishPower recruits over 100 craft and engineering trainees annually
who undertake a formal, structured training programme leading towards a recognlsed apprenticeship or formal
engineering qualification. Tearn leaders and managers also participate in core management skills training and there are
management development programmes and modules aimed at ineréasingleadership capability.

€

Employee feedback and consultation
In 2018, ScottishPower carried out its annual employee engagement survey, ‘The LOOP’ as part of an lberdrola group
engagement survey framework. -The survey provides key insight on how employees feel about working for
ScottishPower. The response rate in 2018 equalled 2017, with 75% of em'ployees providing feedback. The results of the
-survey highlighted a number of strengths and opportunities and overall 61% of employees feel proud to work for
ScottishPower. Areas of strength highlighted were in relation to collaboration, performance management and safety. The
opportunities identified as part of the feedback where the ScottishPower businesses have the opportunity to respond to
challenges are around providing more clarity on ScottishPower’s future strategy, enabling employees to carry out their
role and supporting employees to develop and grow through the organisation. These areas are a focus for the
ScottishPower action plan going forward. . .

In addition to employee feedback, ScottlshPower regularly consults with employees and their representatives via a
variety of channels, including monthly team meetings, business conferences, health and safety committees and .
employee relations forums.

‘ lnclus/on and diversity :
Inclusion and diversity fosters innovation and creativity, dnvmg better business performance. ScottishPower is working
hard to create an inclusive and diverse workplace that is open to change; where employees feel they can be themselves.
In March 2018, ScottlshPower welcomed the steps the UK Government has taken to introduce Ieg|slat|on ‘'on gender pay
gap reporting.

ScottishPower is committed to pay for performance equally and fairly, and is focused on breaking down. barriers across
the employee lifecycle as over time this will improve the Gender Pay Gap position whilst widening the inclusion of other
under-represented groups. Key activities during 2018 included the design and roll out of e-learning and training on
diversity and unconscious bias for recruiting managers and newly appointed managers. '



SP DATASERVE LIMITED
DIRECTORS’ REPORT continued

EMPLOYEES continued

Inclusion and diversity continued

In addition, in 2018 ScottishPower welcomed six females into Science, Technology, Engineering and Mathematics
(“STEM”) based placements as part of the Women Returners -programme to support women returning to work after a
lengthy career break. The programme aims to help women-grow their career after a career break from the STEM sector,
offering the time and.support needed to refresh and redevelop their skills to help them in returning to employment on a
more permanent basis. .

_As part of ItS commitment to’ cIosmg the gender pay gap the ScottlshPower Semor Leadersh|p Team have set two
aspirational targets to break down the barriers for women: :

s Increase the number of women in ScottishPower’s senior’ Ieadershlp population to exceed 30% (currently 21%)

« Increase the number of women in ScottishPower’s middle management po_pullatlon to exceed 40% (currently 29%).

. For more inforrﬁation on ScottishPower’s gender pay gap please go to
https://www.scottishpower.com/pages/gender_pay.aspx - :

ScottishPower continues to forge links with a number of recognised orgahisations to grow its commitment to"diversity

and inclusion. These include: Business Disability Forum, Employers Network for Equality & Inclusion, Equate, Working '
" Families, ENABLE, POWERful Women and Stonewall. ScottishPower expects all employees to be treated with respect and

has supporting policy guidance on People with Disabilities to help ensure equality of employment opportunity for people

with disabilities. ScottishPower have obtained the Disability Confident standard and are accredited to an ‘engaged level’

with Carers Scotland. In addition, in 2018 ScottishPower was part of an inspirational programme, called Breaking

Barriers. The programme aimed to raise aspirations for young people who have learning disabilities and provide equal

opportunities to access university. Between January and June 2018 eight learners aged 18 to 24 studied for a Certificate

in Applied Business Skills at the University Of Strathclyde Business School. As part of this experience the learners gained'
valuable skills and work experience as part of an eight week placement with ScottishPower. .

Employee health and wellbeing
ScottishPower promotes and supports the physical and mental health and wellbeing of its employees through a
programme of health promotion and information run by its occupational health department.

Emp!oyee volunteering :

"ScottishPower prides itself in being a good corporate neighbour, providing support to the communities it serves in each
of its businesses. Volunteering is central to community involvement and ScottishPower has an excellent track record in
this area. ScottishPower’s company-wide Volunteering Policy has been actively utilised by employees during 2018. This
policy gives all reglstered volunteers, on an annual basns an opportunity to take an additional one day’s pald leave, to be
used asa volunteenng day.

Modern Slavery Statement

ScottishPower is committed to human and labour rights and to eliminating 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 which was approved by the Board of Directors of

Scottish Power Limited and signed by Keith Anderson, Ch|ef Executive Officer.

ScottishPower’s Modern Slavery Statement is'published on the ScottishPower website at;
www.scottishpower.com/pages/scottishpowers_modern_slavery _statement.aspx.

DIRECTORS
The directors who held office during the year were as follows:

losé Marfa Acha Echevarrla
Valerie Sim
Andrew Ward

" DIRECTORS’ INDEMNITY
In terms of the company’s Articles of Association, a qualifying third-party indemnity provision is in force for the beneflt of
_all the directors of the'company and has been in force during the financial year. :



SP DATASERVE LIMITED
DIRECTORS’ REPORT continued

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ANNUAL REPORT ANt) ACCOUNTS
The directors are respon51ble for preparmg the Annual Report and Accounts in accordance with apphcable Iaw .and
regulations.

Company law requires. the directors to preparé financial 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 EU as at the date of approval of these Accounts and which are mandatory for the financial year ended 31 December
2018 (“IFRSs as adopted by the EU") and appllcable law.- . .

Under company.law the directors must not approve the f|nanC|a| statements unless they are satlsfled 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: :
e select suitable accounting policies and then apply them. consistently;
e  make judgements and estimates that are reasonable, relevant and reliable;
e  state whether they have been prepared in accordancé with IFRSs as adopted by the EU;
e  assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and )

. use the going concern basis of accountlng unless they elther mtend to liquidate the company or.to cease

' operations, or have no realistic alternative but to do so. . '

The direc_tors 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 fihancial 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 responsible for'preparing a Strategic Report and Directors’
Report that complies with that law and those regulations.

Disclosure of information to auditor
Each of the directors in office as at the date of this Annual Report and Accounts confirms that:
) so far as he or she is aware, there is'no relevant audit information of which the company’s auditor is unaware; and

. he or she has taken all the steps that he or she ought to have taken as a director in order to make hir'nselonr herself
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 interpreted in accordance with the provisions of Section 418 of the Companles
Act 2006.

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

ON BEHALF OF THE BOARD
- Valerie Sim

Director
13 September 2019
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INDEPENDENT AUDITOR’S REPORT _ _
TO THE MEMBERS OF SP DATASERVE LIMITED -

Opinion . s

We have audited the financial statements of SP Dataserve 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 Equity, Cash Flow Statement, and related notes, including the accounting policies in Note 2. 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 2018 and of its proflt for the year
then ended;

e have ‘been properly prepared in accordance with International Financial Reportmg Standards as adopted by the
European Union; and .

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

Basis for opinion : :
We conducted our audit in accordance with Internatlonal Standards on Audltmg (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. )

The impact of uncertainties 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; such as the recoverability of trade
receivables and related disclosures and the approprlateness of the going concern basis of preparatlon of the financial

" statements. All of these depend on assessments of the future economic environment and the group’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 predict the unknowable factors or all possible future implications
for a company and this is particularly the case in relation to Brexit.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
company or to cease 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
their ability to continue as a going concern for at least a year from the date of approval of the financial statements (“the
going concern period”). ‘

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period 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 reasonable at the time they were made, the absence of reference to a materlal
uncertainty in this auditor's report is not a guarantee that the company will continue in operation.

Strategic report and dlrectors report
The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements
does not cover those reports and we do not express an audit opinion thereon. :

Our reéponsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on

our financial statements audit work, the information therein is materially misstated or inconsistent with the financial

statements or our audit knowledge. Based solely on that work:

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

e in our opinion the information given in those reports for the fmancnal year is consistent with the financial
statements; and .

e ' in ouropinion those reports have been prepared in accordance with the Companies Act 2006.

8



INDEPENDENT AUDITOR’S REPORT:
TO THE MEMBERS OF SP DATASERVE LIMITED continued

Matters on which we are required to report by exception

Under the Companies Act 2006, we are required to report to you if, in our opinion:

. 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 with the accounting records and returns; or

¢ 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.

We h‘ave nothing to report in these respects.

Dlrectors responsibilities :

As explained more fully in their. statement set out on page 7, the directors are responsnble for: the preparation of the
. financial statements and for being satisfied that they give a true and fair view; such internal control as they determine is

necessary to enable the preparation of financial statements that are free from material misstatement, whether due to

fraud or error; assessi‘ng the company’s ability to continue .as a going concern, disclosing, as applicable, matters related

to going concern; and using the going concern basis of accounting unless they either intend to liquidate the company or

to cease operations, or have no realistic alternative but to do so. : - .

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

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

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

* Andrew Williamson (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
319 St. Vincent Street

- Glasgow -

G2 5AS
24 September 2019
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. SP DATASERVE LIMITED
BALANCE SHEET
at 31 December 2018

2018 2017
Notes £rh £m

ASSETS : C
NON-CURRENT ASSETS .. . o
_ Property, plant and equipment : - 2 3 25 2.7

Deferred tax asset - . ) . 4 0.1 0.2
NON-CURRENT ASSETS ) ' ) 2.6 2.9
CURRENT ASSETS . '
" Trade and other receivables ' o : o 5 30.9 27.6.

“Current tax asset : ' - 0.7
CURRENT ASSETS 30.9 28.3
TOTAL ASSETS 335 '31.2
EQUITY AND LIABILITIES
EQUITY

Of shareholders of the parent : 29.6 ° 27.2
Share capital - ‘ E 6,7 176 17.6
Retained earnings - 12.0 9.6

TOTAL EQUITY 29.6 27.2
NON-CURRENT LIABILITIES )

- Provisions - - : . 8 - - 0.2
NON-CURRENT LIABILITIES B ' - 0.2
CURRENT LIABILITIES

Provisions ' : : T - 8 0.6 0.9
Trade and other payables ‘ ' ’ 9 2.6 2.9
Current tax liabilities - ‘ ) ‘ 0.7 -
CURRENT LIABILITIES 3.9 3.8
TOTAL LIABILITIES 3.9 4.0
335 31.2

TOTAL EQUITY AND LIABILITIES:
Approved by'the Board and signed on its behalf on 23 September 2019,

A

Valerie Sim -
Director

The-accompanying Notes 1 to 19 are an integral part of the balance sheet at 31 December 2018.
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SP DATASERVE LIMITED
INCOME STATEMENT AND STATEMENT OF OTHER COMPREHENSIVE INCOME

for the year ended 31 December 2018 -

£mA~‘

© - 2017
- 2018 Restated*
- Notes £m
Revenue ’ ' : 11 16.3 21.9 .
GROSS MARGIN ' : ' 163 21.9
NET OPERATING EXPENSES . (12.8) ) {25.9)
Staff costs ' . - 12 (5.9) (17.2)
Net external expenses ’ ' : (6.9) - (8.7)
External services " (7.2) (9.0)
Other operating income - 03 0.3
GROSS OPERATING PROFIT/(LOSS) 3.5 (4.0)
Impairiment losses on trade'and other receivables (0.3) (0.1)
) Depreciation and amortisation cha rge, allowances and provisions 13 (0.6) (0.5)
" OPERATING PROFIT/(LOSS) : 2.6 (4.6)
Financeincome o : 14 0.4 0.4 °
PROFH’/(LOSS) BEFORE TAX ’ j 3.0 (4.2)
Income tax ) . . . . 15 (0.6) 0.7
NET PROFIT/(LOSS) FOR THE YEAR ) 2.4 (3.5)

" * Comparative figures have been restated (refer to Note 1B1. 1)

Net profit for the year and net loss for the prior year are wholly attributable to the equity holder of SP Dataserve Limited. -

Net profit for the year and net loss for the prior year comprises total comprehensive income.

All results relate to continuing operations.

The accompanying Notes 1 to 19 are an integral part of the i income statement and statement of other comprehenswe

income for the year ended 31 December 2018.
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SP DATASERVE LIMITED
_ STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2018

Share Retained : Total

capital earnings - equity
: . - £m . . £m . £m
At 1January 2017 o _ 176 . 131 30.7
Total comprehensive income for theyear ' ' .- - (3.8) (3.5)
At1January 2018 -~ - : 17.6 ' 9.6 27.2
. Total comprehensive income for the year ; - 24 2.4
At 31 December 2018 ) ‘ : ] ) 17.6 12.0 ' 29.6'

The accompéhying‘Notes 1 to 19 are an integral part of the. statement of changes in equity for the year ended 31
December 2018. . : ’ ‘
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SP DATASERVE LIMITED
CASH FLOW STATEMENT
for the year ended 31 December 2018

2018 © 2017
£fm £m
Cash flows from operating activities ,
Profit/(loss) before tax A ‘ 3.0 (4.2)
Adjustments for: ,

" Depreciation 0.6 0.6
Change in provisions 0.5 0:5
Finance income (0.4)° " (0.4)

Changes in working capital: : :

" Changein trade and other receivables (0.3) 45

Change in trade and other payables (0.2) . 01
Provisions paid . (1.0) " (0.7)
Income taxes received/(paid) 0.9 (0.1)
Net cash flows from operating activities (i) 3.1 0.3
Cash flows from investing activities D

‘Interest received ' . 0.4 0.4

Investments in property, plantand equlpment ' . (0.5) (0.2)
Increaséin amounts due from Iberdrola group companies - current Ioa ns .

receivable (3.0) (0.5)

Net cash flows from investing activities (ii) (3.1) (0.3)

Net increase in cash and cash equivalents (i)+{ii)
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The a(_:companying Noteés 1 to 19 are an integral part of the cash flow statement for the year ended 31 December 2018.
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. 'SP DATASERVE LIMITED
NOTES TO THE ACCOUNTS
31 December 2018

1 BASIS OF PREPARATION

A COMPANY INFOMATION

SP Dataserve Limited (“the company”), registered company number SC215842, is a private company limited by shares,
mcorporated in Scotland and its registered address is 320 St. Vincent Street, Glasgow, G2 5AD.

B BASIS OF PREPARATION OF THE ACCOUNTS: .

The company is required by law to prepare accounts for the company and to deliver them to the Registrar of Compames
The Accaunts 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 thousand unless otherwise
indicated. ’

B1  CHANGES IN PRESENTATION
B1.1 METER REVENUE PROTECTION SERVICES INCOME

. The company earns income arising from meter revenue protection services. This income had prewously been presented

within Other operating income in the income statement. However, in order to provide better information to the' users of
the financial statements and classify all customer-derived income consistently under the scope of IFRS 15 ‘Revenue from
Contracts with customers’, the directors have opted to reclassify this stream of income, and as such, income arising from
meter revenue protection services is now presented within Revenue in the income statement. The prior year income
statement has been restated accordingly. The effect of this change in presentation has been to decrease the prior year
Other operating mcome and increase Revenue by £7.6 million.

This restatement has had no impact on the net profit for the year shown on'the income statement and statement of _
comprehensive income nor the net assets position shown on the balance sheet.

B2 EFFECT OF INITIAL APPLICATION OF IFRS 15 AND IFRS 9 ) )
This is the first set of the company’s annual financial statements in which IFRS 15 ‘Revenue from Contracts with
Customers’ and IFRS 9 ‘Financial Instruments’ have been applied. The nature and effect of the changes as a result of the
implementation of these standards is described below.

B2.1 EFFECT OF INITIAL APPLICATION OF IFRS 15 .

The company has applied IFRS 15 for the first time using the cumulative effect method i.e. by recognising the cumulative
effect of initially applying IFRS 15 as an adjustment to the opening balance of equity at 1 January 2018. Therefore, the
comparative information has not been restated and continues to be reported under IAS 18 ‘Revenue’ and the IFRS 15
disclosure requirements have not been applied to comparative information.

The appllcatlon of IFRS 15 has not had a significant |mpact on the company s revenue recognition and therefore there is
nothing to disclose in relation to the impact on the openmg balances at 1 January 2018 and the balances and results for
the year ended 31 December 2018. , .

B2.2 EFFECT OF INITIAL APPLICATION OF IFRS 9
IFRS 9 ‘Financial Instruments’ replaces IAS 39 ‘Financial Instruments Recognition and Measurement’ for annual periods
beginning on or after.1 January 2018, bringing together all aspects of the accountlng for financial instruments.

As a result of the initial application of IFRS 9, the company has applied the consequential amendments to IAS 1
‘Presentation of Financial Statements’, which requires impairment of financial assets to be presented in a separate line
item in the income statement. Previously, the company’s approach was to include the impairment of trade and other
receivables within Depreciation and amortisation charge, allowances and provisions. Consequently, the company
reclassified impairment losses amounting to £0.1 million, recognised under IAS 39, from' Depreciation and amortisation
charge, allowances and provisions to Impairment losses on trade and other receivables in the company income
statement for the year ended 31 December 2017. '

Impairment losses on other financial assets continue to be ‘presented under Finance costs in the income statement,
similar to their presentation under IAS 39, and are not presented separately in the income statement on the grounds of
materiality. ' '

The company has applied IFRS 9 retrospectively, with the initial application date of 1 January 2018. In 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 IAS 39.
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SP bATASERVE LIMITED
NOTES TO THE ACCOUNTS contmued
31 December 2018

1 -BASIS OF PREPARATION continued

B BASIS OF PREPARATION OF THE ACCOUNTS continued

B2 .EFFECT OF INITIAL APPLICATION OF IFRS 15 and IFRS 9 continued
B2.2 EFFECT OF INITIAL APPLICATION. OF IFRS 9 continued

The application of IFRS 9 had no significant impact on the opening balances at 1 January 2018

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

IFRS 9 contains three prmclpal classification categories for financial assets: measured at amortlsed cost, fair value
through other comprehensive income and fair value through profit or loss. 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 IAS 39 categories of held to maturity, loans and receivables and available
for sale. IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial
liabilities. : .

Financial assets

The company has classified its financial assets as being held at amortlsed cost; refer to Note 2E1.1 for further detalls The
following table and the accompanying notes explain the original measurement categories under IAS 39 and the new
measurement categories under IFRS 9 for each class of the company'’s financial assets at 1 January 2018. -

Original New -
‘carrying . carrying
Original : New value value
. classification © classification ' under IAS 39 under IFRS 9
Financial asset : under IAS 39 under IFRS9 Notes fm £m
Current receivables . Loans and receivables Amortised cost (i), (i) 276 - 27.6

(i) Current receivables consist of trade receivables (including accrued income) and loans ‘and interest recelvables due from Iberdrola group
companies. Refer to Notes 5 and 10(a).
(i} Balances that were classmed as Loans and receivables under IAS 39 are now classified at amortised cost.

Refer to Note 10 for details of the company’s financial assets in the current year. The classification and measurement
requirements of IFRS 9 did not have a significant impact on the company.

" Financial liabilities. :

The classification of the company s financial |Iabl|ItIeS has not undergone any changes with respect to the application of
IFRS 9. Consequently the application of IFRS ‘9 has not had a significant effect on the company’s accounting policies
related to financial liabilities. For an explanation of how the company classifies and measures financial liabilities and

' ~ accounts for related gains and losses urider IFRS 9, refer to Note 2E1.2.

. (b) Impairment of financial assets : :
The application of-IFRS 9 has changed the company’s accountlng for impairment losses for fmancnal assets by replacmg
IAS 39's incurred loss approach with a new Expected Credit Loss (“ECL") approach. This new impairment model applies to
- financial assets measured at amortised cost. Under IFRS 9, credit losses are recognlsed earlier than under IAS 39 (refer to
Note 2E1.1).

The company applies.the general model approach for calculation of ECLs on financial assets measured at amortised cost -
other than for trade receivables, where the simplified model approach is applied:

(i} General Model: The loss allowance is measured at an amount equal to twelve month ECL. However, if the credit risk
on that financial instrument has increased significantly since initial recognition, the loss allowance is measured at an
amount equal to the lifetime ECL.

(i) Simplified Model: The loss allowance is measured at an amount equal to a lifetime ECL. The company has adopted -
the practical expedient. whereby it calculates the ECL on trade receivables using a provision matrix based on its
historical credit loss experience and where possible readily available forecast information.

Additional information about how the comvpany measures the allowance for impairment is.described in Note 10. The
. company has determined that the application of IFRS 9's .impairment requirements at 1 January 2018 resulted in an "
-additional allowance for impairment of less than £0.1 million. :
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" SP DATASERVE LIMITED
NOTES TO THE ACCOUNTS continued
" 31 December 2018

1 BASIS OF PREPARATION continued

C ACCOUNTiNG STANDARDS

C1 IMPACT OF NEW IFRS

In preparing these Accounts, the company -has applied all relevant Internatlonal Accountlng ‘Standards (”IAS"),
International Financial Reporting Standards (“IFRS”) and International Financial Reporting Interpretations Committee
(“IFRIC”) (collectively 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 financial year ended 31 December 2018. '

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

__Notes
(a), (b)
(c)

)’
(a)
(a)

(a) .
‘ (a)
The application of these pronouncements has not had a material impact on the company’s accounting policies, financial position or performance.

This pronouncement includes amendments to three standards. The amendments to IFRS 1 'First-time Adoption of Internatidnal Financial
Reporting Standards' and IAS 28 ‘Investments in Associates and Joint Ventures’ have been applied by the company effective 1 January 2018. The

Standard

* Annual improvements to IFRS Standards 2014 -2016 Cycle
* {FRS 15 'Revénue from Contracts with Customers' (including 'Amendments to IFRS 15 Effective date of
IFRS 15' and 'Clarifications to IFRS 15 Revenue from Contracts with Customers )
* IFRS 9 ‘Financial Instruments’

e Amendments to |AS 40 'Investment Propertv: Transfers of InvestmentProperty'

* Amendments to IFRS 2 'Share-based Payments: Clarification and Measurement of Share-based’
Payment Transactions’

* Amendments to IFRS 4 'Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts'
* IFRIC 22 'Foreign Currency Transactions and Advance Consideration'

(a)
(b)

amendments to IFRS 12 'Disclosure of Interests in Other Entities' were applied by the company effectlve 1 January 2017.

Refer to Note 1B2.1 for further information.
Refer to Note 1B2.2 for further information.

(c)
(d)

The following new standards and amendments to standards have been issued by the International Accounting 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 implemented by the company:

IASB effective
date (for periods

Planned date
of application

commencing by the
Standard Notes on or after) company
« IFRS 16 ‘Leases’ . (e) 1 January.2019' 1 January 2019
¢ |IFRIC 23 'Uncertainty over Income Tax Treatments (f) 1 January 2019 1 January 2019
e Amendments to IFRS 9 'Financial Instruments: Prepayment Features (f 1 January 2019 1 January 2019
with Negative Compensation' ’
» Amendments to |AS 28 'Investments in Assocnates and Joint Ventures (f) 1 January 2019 1 January 2019
Long-term Interests in Associates and Joint Ventures'
* Annual Improvements to |FRS Standards 2015-2017 Cycle’ (f) 1 January 2019 1 January 2019
e Amendments to |AS 19 'Employee Benefits: Plan Amendment, (f) 1 January 2019 1 January 2019
Curtailment or Settlement’
» Amendments to References to the Conceptual Framework in IFRS (f), (8) 1 January 2020 1 January 2020
¢ Amendments to IFRS 3 ‘Business Combinations’ (), (g) 1January 2020 1 January 2020
« Amendments to IAS 1 ‘Presentation of Financial Statements’ and I1AS 8 (f), (8) 1 January 2020 1 January 2020

‘Accounting Policies, Changes in Accountmg Estimates and Errors':
'Definition of Material’

e |FRS 17 ‘Insurance Contracts’v

* IFRS 14 'Regulatory Deferral Accounts!

» Amendments to IFRS 10 'Consolidated Financial Statements' and IAS 28
‘Investments in Associates and Joint Ventures': 'Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture'

(f), (g)
(f). (), (h)
{f), (g), (i)

1 January 2021
1 January 2016
Deferred
indefinitely

1January 2021
To be decided .
To be decided

(e) Details of the impact of implementing IFRS 16 ‘Leases’ is described at Note 1C2.

{f)  The future application of this pronouncement is not expected to have a material impact on the company's accounting policies, financial position -

or performance.
(g) This pronouncement has not yet been endorsed by the EU.

(h)

The endorsement process of this interim standard has not been launched as the EU has decided to want for the final standard to be issued.

(i) The IASB set the effective date of this pronouncement as for periods commencing on or after 1 January 2016. However, in December 2015, the
IASB postponed the effective date indefinitely pending the outcome of its research project on the equity method of accounting. The EU
endarsement process for this pronouncement has been postponed, awamng a revised exposure draft from the 1ASB. The effective date will be -
amended in due course.
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SP-DATASERVE LiMITED
NOTES TO THE ACCOUNTS contmued
31 December 2018

1 BASIS OF PREPARATION continued

C ACCOUNTING STANDARDS continued

C2 IMPACT OF FUTURE IMPLEMENTATION OF IFRS 16 :

IFRS 16 ‘Leases’ is effective for the company as from 1. January 2019. The impact of lmplementmg this standard is
detailed below. The impact of this standard will have no effect on the recorded cash flows. )

From the lessors’ perspective, IFRS 16 does not intréduce any significant change. From the lessees’ perspective, IFRS 16
removes the current classification of operating and finance leases and requires, for any lease agreements, that the lessee
recognises the present value of the lease on the balance sheet as a right-of-use asset and a liability.

The company will transition to IFRS 16 applying the modified retrospective method which does not require comparative
periods to be restated but recognises the effect of the initial applieation of IFRS 16.0n the date it is irhplemented i.e. 1
January 2019. Therefore, for lease agreements in which the company is the lessee, the lease liability will be measured at
the present value of the remaining lease payments, applying an appropriate_discount rate as at the date of initial
application. Generally, right-of-use assets will be measured as the same amount as the corresponding Ilabllltles both
these assets and liabilities will be recognised on the balance sheet

The right-of-use assets WI|| be depreaated and the charge recorded within Depreciation and amortisation charge,
allowances and provisions in the consolidated income statement; similarly the discount on the liabilities will unwind over
the term of the lease and be charged to Finance costs in the consolidated income statement. The expense in the year
relating to minimum lease payments under operating leases will no longer be recognised in the income statement; a
charge of £24,000 was recognised in 2018. ' :

Based on the scope exemptions available under IFRS 16, in line with the‘ Iberdrola‘group, the company has opted not to
apply it to lease agreements for intangible assets and short-term leases i.e. leases with a term of twelve months or less
{which will continue being accounted for as now under IAS 17 ‘Leases’).

A contract may include multiple lease components, not all of which would qualify as a lease under IFRS 16. In line with
the Iberdrola group, the company has opted to not separate multiple components for accounting ‘purposes but will
recognise them as a single component, except for certain agreements for which the separatlon may have a significant
impact on the fmancual statements.

Asatl January 2019, IFRS 16 will give rise to an increase in current and non-current liabilities totalling an estimated £1.1
million as noted below for the different types of underlying assets:

Estimated total lease liability as at 1 January 2019 ) : £m
Fleet ' 1.1

The total liability noted above is presented on a discounted net present value basis. As at the date of initial application,
the.range of discount rates used to calculate the above pertaining to Sterllng were in the range of between 2.27% and
3.21%.

In comparing the future minimum lease payments under non-cancellable operating leases under the scope of IAS 17 as at
31 December 2018 {refer to Note 3(b)) to the lease liabilities to be recogniséd as at 1 January 2019 under IFRS 16 (see
analysis above), any reconciling difference relates to different discount rate assumptions.

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 December 2018, items which have significant risk of resulting in a material adjustment to-the carrymg
amount of assets and liabilities in the next financial year are detailed below:
e Impairment of trade receivables — Note 2E1.1(b)(iii) and Note 5.
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SP DATASERVE LIMITED
NOTES TO THE ACCOUNTS continued
31 December 2018

2. JUDGEMENTS ESTIMATION UNCERTAINTIES AND ACCOUNTING POLICIES continued
The principal accounting policies applied in preparlng the company’s Accounts areset out below:

REVENUE A
PROPERTY, PLANT AND EQUIPMENT

IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT
LEASED ASSETS ,

FINANCIAL INSTRUMENTS

PROVISIONS

TAXATION

RETIREMENT BENEFITS

Imﬂmonwb'

A REVENUE

The company has applied IFRS 15 for the first time from 1 January. 2018 Information about the company s accounting
policies and estimation in relation to the contracts with customers is provnded in Note 11. The effect of the initial
application of IFRS 15 is disclosed i in Note- 1B2 1.

B PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost and is generally depreciated on a stralght-llne basis over the estlmated
" operational lives of the assets. Property, pIant and equipment includes, where appropriate, capitalised employee costs
‘and other directly attributable costs. Reviews are of the estimated remaining lives and residual values of property, plant
and equipment are undertaken annually Resndual values are assessed based on prices prevailing at.each balance sheet
date. :

The,main depreciation periods used by the company are as set out below.

Years
- Meters and measuring devices ) 10
Other items of property, plant and equipment . , 3 .- 40

C  IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT. ..

At each balance sheet date, the company reviews the carrying amount of its property, plant and equment to determine
whether there is any mdscatnon that those assets have suffered an impairment loss. If any such indication exists, the
_ recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the
- asset does not generate cash flows that are independent -from other assets, the company estimates the recoverable
amount of the cash generating unit to which the asset belongs. '

D LEASED ASSETS . .

The determination of whether an arrangement is, or contalns a-lease is based on the substance of the arrangement at
_inception date; whether fulfilment of .the arrangement is dependent on the use of a specific asset(s) or the arrangement
conveys a right to use the asset(s), even if that right is not exblicitly specified in the arrangement. For arrangements
entered into prior to 1 April 2004, the date of inception is deemed to be 1 April 2004 in accordance with the transitional
requwements of IFRIC 4 ‘Determining Whether an Arrangement Contains a Lease’.

The company classifies leases as finance leases whenever the lessor transfers substantially all the risks and rewards of-
ownership to the [essee. All other leases are classified as Operating leases.

Rentals payable under operatlng Ieases are charged to the income statement on a stralght line basis over the period of
the lease. . .

E  FINANCIAL INSTRUMENTS :
A financial instrument is any contract that gives rise toa financial asset of one entity and a flnanaal liability or equnty
instrument of another entity. :
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SP DATASERVE LIMITED
NOTES TO - THE ACCOUNTS continued
31 December 2018

2 JUDGEMENTS, ESTIMATION UNCERTAINTIES AND ACCOUNTING POLICIES contmued

E  FINANCIAL INSTRUMENTS continued

El ACCOUNTING POLICIES UNDERIFRS 9

E1.1 FINANCIAL ASSETS

(a) Recognition and initial measurement p

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost Trade receivables are
initially recognlsed when they originate. All other financial assets are initially recognised when the company becomes a
party to the contractual provisions of the instrument. A financial asset (unless it is a trade receivable without a significant
financing component) is initially measured at fair value plus transaction costs that are directly attributable to its
acquisition or issue. Trade receivables without a significant flnancmg component and for which the company has applied
the 5|mp||f|ed ECL model are measured at the transaction price determined under IFRS 15.

S

(b) Classification and subsequent measurement

(i) Classification

Financial assets are not reclassified subsequent to their initial recognition unless the company changes lts business
_model for managing fmancral assets in which case all affected financial assets are reclassified on the first day of the first
reporting period, foIIowmg the change in the business model. These are expected to be infrequent and no other
reclassmcatlons are permltted

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-instrument classification approach and
should be determined from a higher level of aggregation. '

A fmancnal asset is measured at amortised cost if it meets both of the foIIowmg condltlons
« itis held within a business 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 principal and mterest on .
the prmcrpal amount outstanding. 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 amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment
losses are recognised in the income statement. Any gain or loss on derecognition is recognised in the company income
statement. .

The company’s financial assets measured at amortised cost include external trade receivables and, trade, loan and
interest receivables due from Iberdrola group companies.

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

"(iii) Impairment of financial assets :
Disclosures relating to impairment of financial assets are provided in Note 10.

The company has adopted the simplified ECL model for its tradé receivables and the general ECL mode! for all other
financial assets measured at amortised cost. In applying the simplified model, loss allowances for trade receivables are
always measured at an amount equal to lifetime ECL.

ECLs for all other financial assets are recognlsed using the general model. The general model works as follows:

. For'cre'dit exposures for which there has not been a significant increase in credit risk since initial recognition, ECLs
are provided for credit losses that result from default events that are p055|ble within the next twelve months (a
twelve month ECL). - :

e For those credit exposures for which there has been a significant increase in credit r|sk since initial recognition, a loss-
allowance is required for credit losses expected over the remaining life of the exposure, irrespective of the timing of '
the default (a lifetime ECL). -
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SP DATASERVE LIMITED
NOTES TO THE ACCOUNTS continued
31 Decerhber 2018

2 JUDGEMENTS, ESTIMATION UNCERTAINTIES AND ACCOUNTING POLICIES continued

E FINANCIAL INSTRUMENTS continued

E1. ACCOUNTING POLICIES UNDER IFRS 9 continued

E1.1 FINANCIAL ASSETS continued

(b) Classification and subsequent measurement continued

(i) Impairment of financial assets continued

As an exception to the general model, if the credit risk of a financial instrument is low at the reportmg date, management

can measure impairment using twelve month ECL and so it does not have to assess whether a sugnlflcant increase in

credit risk has occurred. In order for this operat|ona| simplification to apply, the financial instrument has to meet the

following requirements: o

- e ithas a_Iow risk of default;

"« the borrower is considered, in the short-term, to have a strong capacity to meet its obligations; and

e thelender expects, in the longer term, that adverse changes in economic and business cond|t|ons might, but WI|| not
necessarily, reduce the ability of the borrower to fulfil its obllgatlons

All of the com'pany s other financial assets have low credit risk at both the beginning and end of the reporting period. The
company considers these assets to have low credit risk when its credit risk rating is equivalent to the globally understood
definition of ‘investment grade’. The company considers this to be BBB- or higher per rating agency Standard and Poor’s

The company considers a fmancnal asset to be in default when:

o internal or external information indicates that the company is unllkely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the company; or

e the financial asset is more than 90 days past due. .

Measurement of ECLs .

ECLs are a probability-weighted estimate of credit losses. Lifetime ECLs are the ECLs that result from all possible default
events over the expected life of a financial instrument. ‘Twelve month ECLs are the portion of ECLs that result from
default events that are possible within the-twelve months after the reporting date (or a shorter period if the expected
life of the instrument is less than twelve months). The maximum period consldered when ‘estimating ECLs is the
maximum contractual period over which the company is exposed to credit risk.

Credit Iosses are measured as the present value of all cash shortfalls (i.e. the difference between the cash flows due to

the entity in accordance with the contract and the cash flows that the company expects to recelve) ECLs-are dlscounted.

at the effective interest rate of the financial asset

Credit-impaired financial assets :

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

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

" E1.2 FINANCIAL LIABILITIES
(a) Recognition and initial measurement
The company’s financial liabilities include trade and other payables. AII financial liabilities are recognlsed initially at fair
value and net of directly attributable transactlon costs

(b} Class:flcatlon and subsequent measurement

~ The company’s financial liabilities are subsequently measured at amortised cost using the effective interest method. The
_company derecognises a financial liability when the obligation under the liability is dnscharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the

terms of an existing liabjlity are substantially modified, such-an exchange or madification is treated as the derecognition

of the original Ilablhty and the recognition of a new liability. The dlfference in the respectlve carrying amounts is
recognised in the income statement.
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SP DATASERVE LIMITED
_NOTES TO THE ACCOUNTS continued
31 December 2018

2 JUDGEMENTS ESTIMATION UNCERTAINTIES AND ACCOU NTING POLICIES continued

E  FINANCIAL INSTRUMENTS continued

E3 . ACCOUNTING POLICIES UNDER IAS 39 :

As détailed in Note 1B2.2 on application of IFRS 9, the company has elected not to restate comparatlve information. The -
accounting policies for the company under 1AS 39 have therefore been presented below :

(a) Financial assets categorised as trade and other receivables are recognised and carried ‘at original invoice amount less
a provision for impairment of doubtful debts. Allowance for doubtful debts has been estimated by management,
taking into account future cash flows, based on.past experience and assessmient of the current economic -
environment within which the company operates. ’

(b) Financial liabilities categorised as trade and other payables are recognised and carried at original invoice amount.

(c) Allinterest bearing loans and borrowings are initially recognised at fair value, net of directly attributable transaction
costs.” Interest bearing loans and borrowmgs are subsequently measured at amortlsed cost usmg the effective
interest method.

F PROVISIONS
A provision is recognised when thecompany has a present obllgatlon as a result of a past event, that can be reliably
measured and it is probable that an outﬂow of economic benefits will be required to settle that obligation.

G TAXATION ‘ :
The company’s current tax is calculated usmg the tax rates that have been enacted or substantlvely enacted at the

balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on the difference. between the carrying amounts of assets
" and liabilities in the balance sheet and the corresponding tax bases used in the computation of taxable profits
(temporary differences), and is accounted for using the balance sheet liability method. Deferred tax liabilities are

generally recognised for all taxable temporary differences. Deferred tax assets are recognised to the extent that it is -
probable that taxable profit will be available against which deductible temporary differences, unused tax losses or credits
can be.utilised. ’

Deferred tax is calculated on a non-discounted basis at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realised based on tax rates and laws enacted or substantively enacted at the balance sheet
date. Deferred tax is charged in the income statement, except where it relates toitems charged or credited to equity (via

. the statement of comprehensive income), in whlch case the deferred tax is also dealt with in equity and is shown in the
statement of comprehensive income.

H  RETIREMENT BENEFITS .

ScottishPower operates two defined benefit schemes and one defined contribution retirement benefit scheme in the UK.
SP Dataserve Limited is a participating company in these group arrangements, and the contributions for the defined
benefit schemes are based on pension costs across all the participating companies. The company is unable to identify its
share of the underlying assets and liabilities in the defined benefit schemes, as the scheme administrators do not
calculate these separately for each of the various companies participating in the schemes and therefore treats these
schemes. as if they were defined contrlbutlon schemes. The amount charged to the income statement in respect of
pension costs is the contributions payable in the year.
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3 PROPERTY, PLANT AND EQUIPMENT .
(a) Movements in property, plant and equipment in use

Other items of

Total

Meters and property, plant ' property,
' measuring . and equipment ' plantand '
. . ) - devices (Note (i)) equipment
Year ended 31 December 2017 £m £m £m
Cost: ' ' :
At1 January 2017 8.6 0.9 9.5
Additions - 0.3 - 0.3
At 31 December 2017 8.9 0.9 9.8.
"Depreciation: ‘ .
At1January 2017 6.1 - 04 6.5
Depreciation for the year 0.6 - 0.6
At 31 December 2017 6.7 0.4 7.1
-Net book value:.
At 31 December 2017 2.2 . 0.5 2.7 -
At 1 January 2017 2.5 0.5 3.0
Other items of Total
Meters and property, plant property,
"measuring and equipment’ plantand
_ " devices ‘ (Note (i)} equipment
Year ended 31 December 2018 £m £m __£m
-Cost: - ' .
At 1January 2018 89 0.9 9.8
Additions 0.4 - 0.4
At 31 December 2018 9.3 0.9 10.2
- Depreciation: 4 ‘ '
At1January 2018 6.7 04 7.1
Depreciation for the year 0.6 - .0.6
- At 31 December 2018 7.3 0.4 7.7
Net book value: .
At 31 December 2018 2.0 0.5 2.5
At1January2018 2.2 0.5 2.7
(i) The category ‘Other items of property, blant and equipment’ principally comprises buildings and fixtures and fittings.
(i) The'cost of fully depreciated property, plant and equipment still in use at 31 December 2018 was £4.3 million (2017 £3.6 million).
(b) Operating lease arrangements N
‘ C , . 2018 2017 -
Operating lease commitments £m ' £m
- Within one year 0.3 -
Between one and five years 0.8. -
B ' ' 1.1 -
The operating lease charge‘for thg current year was £24,000.
(c) Capital commitments
: ' 2018 2017
£m _ fm
" Contracted but not provided - 0.1
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4 DEFERRED TAX
Other B

temporary

differences

) £m

At1January 2017 . -
Credit to the income statement 0.2
At 1 January 2018 0.2
Charge to the income statement - (0.1)
0.1

At 31 December 2018 . .
Legislation has been enacted to reduce the rate of UK Corporation Tax to 17% on 1 April 2020. This reduces the tax rates expected to apply when

temporary dlfferences reverse and impacts the deferred tax charge. L

5 TRADE AND OTHER RECEIVABLES .
’ 2018 2017

Notes . £m ] £m
" Current receivables: i : -
Receivables due from Iberdrola group companies - loans - ' (a) 27.6 246
. Receivables due from Iberdrola group companies - interest . N 7 04 04.
"Trade receivables (including accrued income) ] 29 "~ 2.6
. (o) 309 27.6

(3) Interest on loans due from-Iberdrola group compames is payable at 1% above the Bank of England base rate and the Ioans are repayable on

demand.
(b) Trade and other receivables includes £2.9 million of IFRS 15 receivables (refer to Note 11(c})). '
(c} Information about the company’s exposure to credit and market risks, and |mpa|rment losses are mcluded ln Note 10

6 SHARE CAPITAL
2013 2017

£m . £m

Allotted, called up and fully paid shares:
17,608,000 ordinary shares of £1 each (2017 17,608,000} 17.6 17.6

(a) Holders of ordinary shares are entitled to dividends as declared from time to time; amounts on the capitalisation of profits and reserves; and
notice and attendance at general meetings of the company, with every member entitled to one vote on a show of hands and on a poll one vote

for every share held.

7 ANALYSIS OF MOVEMENTS IN EQUITY ATI'RIBUTABLE TO EQUITY HOLDER OF SP DATASERVE LIMITED

Retained
Share  earnings
capital ~  (Note(a)) Total
: fm £m £m
» At 1 January 2017 17.6 13.1 30.7 -
Loss for the year attributable to equity holder of SP Dataserve Limited ) .- (3.5) © {3.5)
At1January 2018 17.6 .96 v27.2
. Profit for the year attributable to equity holder of SP Dataserve L|m|ted C- 24. . 24
" At 31 December 2018 176 - 120 . 296

{a) - Retained earnings comprise the cumulative balance of profits and losses recognised in the flnancnal statements as adjusted for transactions with
shareholders, prlnapally dividends. :

1
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8 PROVISIONS

At "~ Utilised Released At

1 January New during during 31 December

) 2017 provisions year “year’ 2017

Year ended 31 December 2017 Notes £m £m £m £m £m

Reorganisation and restructuring " (a) 1.0 0.7 (0.7) (0.1) 0.9

Insurance (b) 0.3 - - (0.1) 0.2
; 1.3. 0:7 (0.7) (0.2) 1.1 .

At Utilised At

1January . New during 31 Decembeér

, . 2018 nprovisions year " 2018

Year ended 31 December 2018 Notes £m £m £m £m

Reorganisation and restructuring - (a) . 09 0.5 (1.0) 0.4

Insurance : ‘ (b) 0.2 - - 0.2
' 1.1 0.5 (1.0) 0.6

' ' 2018 2017

Analysis of total provisions £m - £m

Non-current_ - : ¢ - 0.2

Current 0.6 0.9

‘ 06 1.1

(a) The provision for reorganisation and restructuring relates to group wide restructuring programmes launched during 2017 and 2018. The 2017
provision was largely utilised in 2018, the remainder is expected to be used in 2019. The new provision of £0.5 million relatlng to the 2018 scheme

is expected to be utilised in 2019.

(b) The provision for insurance pruncupally represents the value of clalms reserves and is expected to be utilised in 2019.

9 TRADE AND OTHER PAYABLES

2018 2017
. Note ~ £fm £m

Current trade and other payables: .
Trade payables. 1.2 1.0
Other taxes and social security. 04 03
Payments received-on account (a) 0.8 1.2
Capital payables and accruals B 0.1
- Other payables 0.2 0.3
2.6 2.9

(a) Trade and other payables include £0,8 million of IFRS 15 contract liabilities.(refer to Note 11(c)).

10 FINANCIAL INSTRUMENTS

The effect of initially applying IFRS 9 on the company’s Accounts is detailed on Note 1B2.2. Due to the transition method
- chosen, comparative information has not been.presented to reflect the new requirements.

(a) Carrying value of financial instruments : ~ A
. The table below. sets out the carrying amount and fair value of the company’s flnanual mstruments that are within the
" scope of IFRS. 9 :

2018 2017
Carrying Fair ) Carrying Fair -
. amount value Classification amount value Classification
Note _£m £m under IFRS 9 __£m £m __under |AS 39
.. Financial assets ' ' c . .

Receivables ‘ 30.9 309 Amortised cost 276 - 27.6 Loans and receivables
Financial liabilities : ' ' ' '
Payables . (i) (1.4) (1.4) Amortised cost (1.4) (1.4) Loans and receivables

The carrying amount of these financial instruments is calculated as set out in Note 2E. The carrying value of financial
instruments is a reasonable approx1matlon of fair value.

(i) Bala_nces out with the scope of IFRS 7 have been excluded, principally payments received on account and other taxes and social se'curity.
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10 FINANCIAL INSTRUMENTS continued

(b)- Financial risk management :

The company’s principal financial liabilities comprise trade and other payables. The main purpose of these financial
liabilities is to finance the company’s operations. The company. has'trade and other receivables that arise d|rectly from its
operations. :

‘The company has exposure to the followmg risks arising from the above flnanaal instruments:
i. Credit risk
i Treasury risk (comprising both liquidity and market risk).

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

(i} Credit risk )
Credit risk is the risk that a counterparty will not ‘meet its contractual obligations ‘under a financial mstrument or
customer contract, leading to a financial loss. The company is exposed to credit risk_from its operating activities. The
carrying amount of financial assets and contracts represent the maximum credit exposure to the company.

Credit risk management
The company is exposed to both settlement risk (defmed as the nsk of a counterparty failing to pay for services which -
have been delivered), as well as replacement risk (defined as the risk. of mcumng additional costs |n order to replace a

) sale or purchase contract following a counterparty default). :

Credlt'rlsk in respect of external customers is mitigated by contracting with multiple counterparties and limiting exposure
to individual counterparties to clearly defined limits based upon the risk of counterparty default. :

Credit rlsk from Iberdrola group companies is considered to be low as no Iberdrola group cormpany has a credit rating
lower than BBB+ (in line with Standard and Poor’s external credit ratings). .

At 31 December 2018 and 2017, the company evaluated the concentration of risk with respect to fmancual assets as low,
with no material concentration of credit risk in company arising from one particular counterparty.

Expected credit.loss assessment
For trade receivables the company applies the simplified approach for calculation of ECLs For all other financial assets
measyred at amortised cost the company applies the general approach for calculation of ECLs.

Trade receivables
The company uses the S|mpl|f|ed model approach to measure ECLs for all trade recelvables The provmon rates represent
a lifetime ECL and are based on the Iberdrola group’s historical loss expenence and default rates '

The table below illustrates the ECL on trade receivables: )
Ageing of Trade receivables
Greater than

. 0-6 months 6 months Total
As at 31 December 2018 ' . £m £m 7 fm
Weighted Average Expected Loss Rate (%) : 3.8% 50.0% 14.7%
Gross carrying value » 2.6 08 3.4
Loss allowance - 4 ' (0.1) (0.4) (0.5)

Net carrying value . 25 0.4 29

Agéi ng of Trade receivables
Greater than

) . . 0-6 months 6 months Total
_As at1January 2018 - - : £m . £m £m
Weighted Average Expected Loss Rate (%) ' ’ - 66.7% 7.1%
Gross carrying value 25 . 0.3 2.8
Loss allowance . ) - (0.2) : (0.2)

Net carrying value 2.5 0.1 2.6
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10 FINANCIAL INSTRUMENTS continued -
(b) Financial risk management continued
(i) Credit risk continued

Trade receivables continued : , .
Trade receivables are written off when there is no reasonable expectation of recbvery Indicators that there is no
reasonable expectation of recovery: mclude amongst others, the failure of a debtor to engage in'a repayment plan with
the company.

Secunty for trade recelvables

For some trade receivables the company may obtain securlty in the form of guarantees, or letters of credit whlch can be
called upon'if the counterparty is in default under the terms of the agreement The company does not otherwise require
collateral i in respect of trade and other receivables.

Loans due  from other Iberdrola group companies (including mterest receivable)
The company provides funding in the form of interest bearing on demand loans to other Iberdrola group compames The
ECL on both the appllcatmn of IFRS 9 and at 31 December 2018 is less than £0.1 million. . :

Reconcrllatlon of opening to closing loss allowance .
The closing loss allowances for all financial assets measured at amortlsed cost as at 31 December 2018 reconciles to the :
opening loss allowances as follows:

Trade

receivables

: . . . £m

Balance as at 31 December 2017 under IAS 39 . 0.2
Adjustment on initial application of IFRS 9 - . ) -
Balance as at 1 January 2018 under IFRS 9 _‘ 0.2

~ Increasein loss allowance recognised in the income statement 0.3
At 31 December 2018 L 05

The ECL has risen since 1 January 2018 due to the higher population of sugnlflcantly aged trade receivables.

(ii) Treasury risk : :

Treasury risk is comprised of liquidity risk and market risk. ScottishPower’s cash management and short term flnancmg
activity, and therefore that of the company, is integrated with Iberdrola’s. The company produces short-term rolling cash
flow requirements and if necessary any required funding is obtained.via ScottishPower’s credlt facilities already in place.

Treasury liquidity risk management A -
ScottishPower’s: liquidity position and short term financing activities, and therefore that of the company, are integrated
and aligned with Iberdrola’s. Liquidity risk, the risk that the company will have insufficient funds to meet its liabilities, is
managed by Iberdrola group, who are responsible for arranging banking facilities on behalf of ScottishPower and
therefore the company '

The cash flows associated with financial liabilities are all due in less than one year'.‘ It is not expected that these cash
rows could occur significantly later, or at significantly different amounts. '

Treasury market r/sk management

. Market risk is the risk of loss that results from changes in market rates (interest rates and foreign currency). Within the
Treasury funct|on ScottlshPower utilises a number of financial instruments to manage mterest rate and forelgn currency

exposures.

26



SP DATASERVE LIMITED
NOTES TO THE ACCOUNTS continued
31 December 2018

10 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 rate income consndenng various rate changes The analysis
assumes all other factors remain constant

Impact on Impact on
interest rate interestrate
_ . ' Change  incomein  incomein
Loans receivable o Interest rate in rate 2018 .. 2017
Short-term variable rate loan receivable - = - Base* T 40.25% 01 0.1
‘ ' ' +0.50% 0.1 0.1
-0.25% (0.1) (0.1)
-0.50% - (0.1) {(0.1)
*Bank of England base rate ’
(c) Borrowing facilities
.The company has no undrawn committed borrowing.facilities at 31 December 2018 (2017 £nil).
11 REVENUE
The effect of |n1t|a||y applylng IFRS 1S on the company s Accounts is detailed in Note 2B82.1.
{a) Disaggregation of revenue for the year ended 31 December 2018
Total
£m
Meter maintenance and communlcatlon services. ) o ' 9.2
Meter revenue protection services . ' . : S .43
. Meter installation ] ) ’ 20
Meter provision ' : ' S 0.8
) 16.3

All revenue arises from operations within the UK. Revenue from meter installations is recognlsed at a point in time and .
all other revenue is recognised over time. :

(b) Accounting policies ) _
The company recognises revenue to depict the transfer of promised goods or. services to customers in_an amount that
reflects the consideration to which the company expects to be entitled in exchange for those goods and services. '

(i) Meter installation

. The installation of a meter-is a pérformance obligation satisfied at a point in time. Revenue is recognised at the point the
customer obtains control of the meter, which is when installation is completed, at the unit rate specified in the contract.
Invoices are generally raised monthly in arrears and typically settled within 30to 60 days.

(i) Metering services . :
Metering services consist of meter maintenance and communlcatlon services, meter revenue protection services and the
provision of meters to customers. These are performance obligations satisfied. over time as the customer benefits from
the services as they are provided. The company has a right to consideration in an amount that corresponds directly with
the value to the customer of the company’s performance, to date. Therefore revenue is recognised in the amount to
which the company has a right to invoice based on the agreed contractual rates. Invoices are generally raised monthly in
arrears and typically-settled within 30 to 60 days. Amounts in contract liabilities consist of i mvouces issued in advance of
the service being provnded
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11 REVENUE continued
(c) Contract balances

31 December 1January

' 2018 . 2018

. ) Notes £m £m
Receivables . ‘ ' (i), (i) 2.9 2.6
Contract liabilities ' i Gv) A (0.8) (1.2)

i) Included within Trade and other receivables (refer to Note 5). .
(i) £0.3 million of impairment losses were recognised during the year on receivables arising from the company’s contracts w1th customers
(iii) Included within Trade and other payables (refer to Note 9).
(iv): The amount of contract liabilities recognised as income in the year is. £1.2 million. The remaining movement is due to an |ncrease in new contract
liabilities in the year. : :

12 EMPLOYEE INFORMATION

(a) Staff costs S
'2918 T 2017

Notes ] fm - £m

Wages and salaries | ) o : . 6.4 8.2
" Social security costs . e . o 0.6 0.8
Pension and other costs . . . - C o qa) {1.1) 8.2
Total staff costs 3 , : (b) 5.9 ] 17.2

(a) Pension and other costs includes a credit of £3.3 million (2017 costs of £5.5 million) in relation to pension-related restructuring costs.

" (b} The employee costs do not include the diréctors of the company as they do not have a contract of service with the company. The emoluments of
all directors are included within the employee costs of other ScottishPower group companies. Detalls of directors’ emoluments are set out in Note
17(c).

(b) Employee numbers
The year end and average numbers of employees (full and part -time) employed by the company were:

Year end Average Year end Average
. . 2018 . 2018 2017 : 2017
Operations. : : 172 215 - 239 : 289

_The year end and average numbers of full time equivalent'staff employed by the company were:

Year end Average Year end * " Average
2018 2018 2017 . 2017..
Total : : 165 208 232 : 281°

(c) Retirement benefits

* The company s pension contributions payable in the year were £2.1 million (2018 £2.5 million). The company contributes
to the ScottishPower group's defined benefit and defined contribution schemes in the UK and the contributions payable
in the year reflect the contributions payable in respect of active participants in the group schemes who are employed by
the company. Full details of these schemes are provided in the most recently available Annual Report and Accounts of
SPL. As at 31 December 2018, the deficit in the ScottishPower group's defined benefit schemes in the UK amounted to
'£512.7 million (2017 £564.8 million). The employer contribution rate for these schemes in the year ended 31 December
2018 was 45.0-48.0%. : :

13 .DEPRECIATION AND AMORTISATION CHARGE, ALLOWANCES AND P.ROVISIONS

2017

2018 Restated* .
. . : ~ £m ' £m

Property, plant and equipment depreciation charge . 06 06
Charges and provisions, allowances and impairment of assets ) - A (0.1)

06 0.5

*Comparative figures have been restated (refer to Note 1B2.2).
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14 FINANCE INCOME

2018 2017
£m £m
Interest receivable from Iberdrola. group companies _-0.4 0.4
15 INCOME TAX
o 2018 2017
- £m £m
Current tax: .
UK Corporation Tax 0.7 (0.7}
Adjustments in respect of prior years (0.2) 0.2
Current tax charge/(credlt) for the year 0.5 (0.5)
Deferred tax: . )
Origination and reversal of temporary dlfferences (0.1) (0.1)
Adjustments in respect of prior years 0.2 (0.1)
Deferred tax charge/(credit) for the year 0.1 (0.2).
Income tax charge/(credit) for the year 0.6 (0.7)

The tax charge on profit/(loss) on ordmary actmtnes for the year vaned from the standard rate of UK Corporation Tax as

follows:
2018 2017
. . . £m £m
Corporation Tax at 19% (2017 19.25%) 0.6 (0.8)
Adjustments in respect of prior yeé rs - 0.1 .
Income tax charge/(credit) for the year 0.6 (0.7)

Legislation has been enacted to reduce the rate of UK Corporation Tax to 17% on 1 April 2020. This reduces the tax rates expected to apply when

temporary differences reverse and impacts the deferred tax charge.

16 FINANCIAL COMMITM ENTS

2018
2024and
2019 2020 2021 2022 2023 thereafter  Total
~ £m £m £m £m £m £fm_ £m
Other contractual commitments - 0.1 - - - - - 041
There were no financial commitments at 31 December 2017.
17 RELATED PARTY TRANSACTIONS ) A
(a) Transactions and balances arising in the normal course of business
2018 2017
Other - Other
Iberdrola Iberdrola
UK ;iarent group UK parent group
(SPL) companies (SPL) companies
£m £m £fm £m
Types of transaction ' ‘
Sales and rendering of services o - 109 - - 15.6
Purchases and receipt of services ’ ) K o - (3.1) - (4.5)
Interestincome ) 0.4 - 0.4 -
Balances outstanding .
Loans receivahle 27.6 - 24.6 -
Interest receivable 0.4 - 0.4: -

(@)
(b} -

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received.
During the year ended 31 December 2018, Scottish Power UK plc (“SPUK”) made pension contributions of £2.1 million (2017 £2. 5 m|II|on) on

behalf of the company. The company recelved a credlt of £3.3 million from SPUK (2017 paid £5.5 million of costs to SPUK) in relation to pension-

related restructuring costs.
ECLs recognised on related party transactions are less than £0.1 million. -
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17 . RELATED PARTY TRANSACTIONS continued
-(b) Remuneration of key management personnel :
The remuneration of the key management personnel that provided qualifying services to the company is set out below.
As these 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. All ten (2017 twelve) of the key
management personnel were remunerated by other. companies within the ScottlshPower group.

- . ) . : 2018 2017

: ) : ' £000 £000

Short-term empl oyee benefits 1,643 1,600
Post-employment benefits ) : o o211 269
Share-based payments : ) 769 ) 896
‘ ' 2,623 2,765

(c) Directors' remuneration .

~ The remuneration of the directors that provided qualifying services to the company is set out below As these 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. All three (2017 four) of the directors were remunerated by othér companies within

“the ScottlshPower group.

) 2018 2017

Executive directors . : . . £000 £000
Aggregate remuneration in respect of quallfylng services ] : ' 391 367
Number of directors who exercised share options . - o 2. 3
Number of directors who recelved shares under a long-term incentive scheme 1 2
Number of directors accrumg reti rement benefits under a defined benefit scheme 2 3
: . ) 2018 - 2017
_Highest paid director . L : £000 __£000
Aggregate remuneration 5 : 228 215
Accrued pension benefits ) ) 52 . 48

(i) The highest paid director received shares under a long-term incentive scheme during both years.
" (ii) The highest paid director exercised share options during both years.

{d) Ultimate and inimediafe parent company o
The immediate parent company is SPRH. The registered office of SPRH is 320 St. Vincent Street, Glasgow, G2 5AD.

The di}ectors 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 SPUK. '

Copies of the consolidated Accounts of Iberdrola, S.A. may be obtained from Iberdrola, S.A., at its registered office, Torre
Iberdrola, Plaza Euskadi 5, 48009, Bilbao, Spain. Copies of the consolidated Accounts of SPUK may be obtained from
SPUK, at its reglstered office, 320 St. Vincent Street Glasgow G2 5AD

The company has no other related undertaklngs in addltlon to ;he parent undertakings disclosed above.

-, 18 AUDITOR REMUNERATION

‘ 2018 2017
, £000 - £000
Audit of the company's annual Accounts . ) ) -7 7
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19 GOING CONCERN
The company'’s business activities together with the factors likely to affect its future development .and posmon are set .

out in the Strategic Report on pages 1to 4.

The. company has recorded a profit after tax of £2.4 million and operating cash inflows of £3.1 million for the year to 31
December 2018. The company’s balance sheet shows that it has net current assets of £27.0 million and net assets of
£29.6 million at its most recent balance sheet date. : :

The directors have prepared cash flow forecasts for the period up to 31 December 2020 which indir':ate, that, taking
account of reasonably possible downsides, the company will have sufficient funds, to meet its liabilities as they fall due
for that period. .

The company is ultimately owned by Iberdrola, S.A. and it participates in the Iberdrola group’s centralised 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. The directors have
considered the company’s funding relationship with lberdrola to date and have considered available relevant
information relating to Iberdrola’s ability to continue as a going concern. In addition, 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 company will be able to
continue in operational existence for the foreseeable future. Therefore they adopt the going concern basis of accountlng
~ in preparing the Accounts. -
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