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Independent auditor’s report to Scottish Power UK plc SCOTTISHPOWER

We have audited the accompanying statement (the “Consolidated Segmental Statement” or “CSS”) of Scottish Power UK plc and its
Licensees (as listed in footnotel!) for the year ended 31 December 2019 in accordance with the terms of our agreement dated 23 April
2018. The CSS has been prepared by the directors of Scottish Power UK plc based on the requirements of The Office of Gas and Electricity
Markets’ (“Ofgem”) Standard Condition 19A of the Gas and Electricity Supply Licences and Standard Condition 16B of the Electricity
Generation Licences (together the “Licences”) and the basis of preparation on pages 5 to 8.

Directors’ responsibility

The directors are responsible for the preparation of the CSS in accordance with the Licences and the basis of preparation on pages 5 to 8
and for maintaining the underlying accounting records and such internal control as the directors determine is necessary to enable the
preparation of the CSS that is free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on the CSS based on our audit. We conducted our audit in accordance with International
Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the CSS is free from material misstatement. The materiality level that we used in planning and
performing our audit is set at £29 million for each of the segments.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the CSS. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the CSS, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation of the CSS in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the CSS.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the attached CSS of Scottish Power UK plc for the year ended 31 December 2019 is prepared, in all material respects, in
accordance with;

(i) the requirements of Ofgem’s Standard Condition 19A of the Gas and Electricity Supply Licences and Standard Condition 16B of the
Electricity Generation Licences established by Ofgem; and

(ii) the basis of preparation on pages 5 to 8.

Basis of accounting and restriction on distribution and use

Without modifying our opinion, we draw attention to pages 5 to 8 of the CSS, which describes the basis of preparation. The CSS is prepared
in order for Scottish Power UK plc and its Licensees to meet the Licence requirements of Ofgem rather than in accordance with a generally
accepted accounting framework. The CSS should therefore be read in conjunction with both the Licences and the basis of preparation on
pages 5 to 8.This basis of preparation is not the same as segmental reporting under IFRS and/or statutory reporting under UK GAAP or IFRS
as relevant. As a result, the schedule may not be suitable for another purpose.

This report, including our conclusions, has been prepared solely for the directors of Scottish Power UK plc, in accordance with the
agreement between us, to assist the directors in reporting on the CSS to Ofgem. We permit this report to be disclosed on the Company’s
website to enable the directors to show they have addressed their governance responsibilities by obtaining an independent assurance
report in connection with the CSS. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the directors as a body and Scottish Power UK plc and its Licensees for our work or this report except where terms are expressly agreed
between us in writing.

The maintenance and integrity of the Scottish Power UK plc website is the responsibility of Scottish Power UK plc; the work carried out by
the auditor does not involve consideration of these matters and, accordingly, the auditor accepts no responsibility for any changes that
may have occurred to the CSS since it was initially presented on the website.

Philip Charles (Senior Statutory Auditor)

For and on behalf of KPMG LLP, Statutory Auditor
319 St. Vincent Street

Glasgow

G2 5AS

30 April 2020

(i) ScottishPower Energy Retail Limited, ScottishPower Renewables (UK) Limited, Morecambe Wind Limited, Celtpower Limited, East Anglia One Limited, East
Anglia Three Limited and ScottishPower Renewables (UK) Assets Limited.




Introduction SCOTTISHPOWER

This CSS and associated regulatory information is presented in accordance with Standard Licence Condition 16B of the Electricity Generation
Licence and Standard Condition 19A of the Electricity and Gas Supply Licences (“the Conditions”).

The CSS and supporting information has been prepared by the directors of Scottish Power UK plc (“SPUK”) in accordance with the Conditions
stated above and the associated guidelines issued by Ofgem. The CSS has been derived from, and reconciled to, the Annual Report and
Accounts of SPUK for the year ended 31 December 2019, which have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union.

ScottishPower Operational and Management Reporting Structure

The diagram below outlines the operational and management reporting structure of ScottishPower during the year ended 31 December 2019.
ScottishPower is defined as Scottish Power Limited (“SPL”) and its subsidiaries. SPL is the United Kingdom (“UK”) parent company of both the

Great Britain (“GB”) and Ireland operations of Iberdrola, S.A. (“Iberdrola”). The intermediate UK parent company, SPUK, acts principally as the
immediate holding company for the ScottishPower operations. For the purpose of the CSS, “the group” is defined as SPUK and its subsidiaries.

In accordance with the disclosure requirements of IFRS, the SPUK Accounts reports the financial results of the continuing reported segments
outlined below. The SPUK Accounts also disclose the financial results of the business divisions on a voluntary basis in order to increase
transparency and demonstrate the alignment of the reported segments and business divisions in the SPUK Accounts with those reported in the
CSS for the year ended 31 December 2019.

Scottish Power Limited

Scottish Power UK plc

Scottish Power Energy ScottishPower
Networks Holdings Renewable Energy
Limited Limited

Scottish Power Retail
Holdings Limited

| Management entities

| Reported segments |

[ttty A i ittt 1
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| Business divisions required to be included in CSS | : :‘;‘::::; — Liceennsigit::isness B ppbnsiness :
| within the |
1 Css !
1 1
1 Energy 1

| Business divisions voluntarily included in CSS | 1 Management :
1
| 1

| Business divisions excluded from CSS | h— Other - Other

At 31 December 2019 the group’s reported segments and business divisions were as follows:

Reported segment

Energy Networks Energy Networks The transmission and distribution business within the group.

Renewables Renewables — Licensed business The Great Britain licensed activity of the Renewables reported segment, which develops and operates renewable
generation plant.

Other The non-licensed activity of the Renewables reported segment, which includes generation activity outside Great Britain and
the results of Coldham Windfarm Limited which is exempt from holding a generation licence as it is classed as a small
generator.

Energy Retail and Wholesale Supply — Licensed business The licensed continuing activity of the Energy Retail and Wholesale reported segment which is responsible for the supply of

electricity and gas to domestic and non-domestic customers.

Energy Management The non-licensed continuing activity of the Energy Retail and Wholesale reported segment which is responsible for
wholesale market purchases for the Supply licensed business division. In addition, Energy Management manages limited
proprietary trading, gas storage activities and fulfils the mandatory ‘Secure and Promote’ obligations®.

Other The other non-licensed continuing activity of the Energy Retail and Wholesale reported segment, which includes the
group’s Energy Services activities and non-licensed metering activities, including smart meter asset provision.

1. Aggregate Generation’s ‘Secure and Promote’ obligations (fulfilled by Energy Management) ceased on 31 January 2019.
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Introduction continued SCOTTISHPOWER

ScottishPower Operational and Management Reporting Structure continued

SPUK is the intermediate holding company of all Licensees within ScottishPower. The individual supply and generation licences are held in legal
entities reported within the Annual Report and Accounts of SPUK for the year ended 31 December 2019. The individual supply and generation
licences held within SPUK at 31 December 2019 were as follows:

Licensee Licence Business Division Ownership
ScottishPower Energy Retail Limited Supply Supply — Licensed business 100%
ScottishPower Renewables (UK) Limited Generation Renewables — Licensed business 100%
Morecambe Wind Limited Generation Renewables — Licensed business 50%
Celtpower Limited Generation Renewables — Licensed business 50%
East Anglia One Limited Generation Renewables — Licensed business 60%
East Anglia Three Limited? Generation Renewables — Licensed business 100%
ScottishPower Renewables (UK) Assets Limited? Generation Renewables — Licensed business 100%

The segmental results of the reported segments of SPUK for the year ended 31 December 2019 and those of the business divisions defined
above are disclosed in the Annual Report and Accounts for SPUK for the year ended 31 December 2019 and can be found at
https://www.scottishpower.com/pages/company_reporting.aspx.

For information purposes the segmental results for 2019 reported within the Annual Report and Accounts of SPUK for the year ended 31
December 2019 have been included within Appendix B of this document.

East Anglia Three Limited and ScottishPower Renewables (UK) Assets Limited are licensees. However neither of these companies generated electricity in the year to 31 December 2019.



Consolidated Segmental Statement for the year ended 31 December 2019

SCOTTISHPOWER

- ENERGY

GENERATION SUPPLY MANAGEMENT
Electricity Electricity Gas ScottishPower
ScottishPower MNon- Mon- Aggregate Energy
Renewables Domestic  domestic | Domestic domestic Supply Management
Total revenue £m 1.666.0 1,122.0 1.031.2 19.6 3,838.8
Revenue from sales of electricity and gas £m 633.5 1,666.0 1,122.0 1,031.2 136 3,838.8

Other revenue £m - - - - - - -
Total operating costs £m {186.6) (1675.1) (L1117) (L,029.7) i16.7) (3.833.2) (3.970.3)
Direct fuel costs £m - (6318)  (472.2) (543.1) (8.5) (1,655.7) {3,959.4)
Transportation costs £m {49.4) (303.5)  (266.6) (275.5) a2y {939.8) -
Environmental and social obligation costs €M - (399.3) (332.7) (19.3) - (751.3) -
Other direct costs £m (72.2) (0.3) (5.1) (0.2 - (5.6) -
Indirect costs £m {65.0 (250.1) (35.1) (191.6) (4.0 (480.8) (10.9)
EBITDA £m 4469 (9.1) 10.3 15 29 5.6 (10.0)
DA £m {115.7) (41.3) 7.2) (32.3) {1.3) (82.1) (2.2)
EBIT £m 331.2 (50.4) 3.1 (30.8) 1.6 (76.5) (12.2)
Volume TWh 45 9.6 g5 N/A NSA N/A N/A
Mtherms N/A N/A N/A B6B4 13.1 N/A N/A
WACO F/E/G (calculated) £/MWh N/A E5.8 556 N/A N/A N/A N/A
p/th N/A N/A N/A (62.5) {64.9) N/A N/A
Customer Numbers 000s NfA 2,679 177 1,886 18 4,760 N/A

Glossary of Terms

EBITDA

DA

EBIT

Volume

WACOF/E/G

Customer numbers

Supply EBIT margin

Exceptional items

Supply EBIT margin

EBITDA represents earnings before interest, tax, depreciation and amortisation. It is calculated by subtracting total operating costs from
total revenue. As per paragraph 1.6 of the Ofgem guidelines this excludes exceptional items (refer to definition below).

Depreciation and amortisation.

EBIT represents earnings before interest and tax and is calculated by subtracting depreciation and amortisation from EBITDA. As per
paragraph 1.6 of the Ofgem guidelines this excludes exceptional items (refer to definition below).

Volume for Renewable Generation is the volume of electricity produced, that can actually be sold on the wholesale market, i.e. after losses
up to the point where electricity is received under the Balancing and Settlement Code, but before subsequent losses.

Volume for Aggregate Supply is supplier volumes at the meter point, i.e. net of losses.

For Aggregate Supply, the WACOE/G represents the weighted average cost of procuring electricity and gas, shown as £/MWh (electricity)
and p/therm (gas), and comprises the costs of wholesale gas and electricity, the cost of renewable electricity purchased under Renewable
Power Purchase Agreements (PPAs), transmission and distribution losses, Unidentified Gas (“UIG”) costs and the costs associated with
balancing and shaping. This is calculated by dividing direct fuel costs by volume.

Customer numbers are based on the average monthly number of Meter Point Administration Numbers for electricity customers and Meter
Point Reference Numbers for gas customers during the year to 31 December 2019.

EBIT profit margin for Aggregate Supply expressed as a percentage, calculated by dividing EBIT by total revenue and multiplying by 100.

As per Ofgem’s guidelines, exceptional items are defined as revenues, costs and profits that do not reflect a company’s normal year of
operations (e.g. profit or loss on disposal, restructuring costs and impairment charges). Certain remeasurements (e.g. mark to market) are
also classed as exceptional items per Ofgem’s guidelines. Exceptional items have been excluded from the CSS.

Further details on exceptional items can be found on page 8.



Basis of Preparation SCOTTISHPOWER

The CSS presents a segmental analysis of ScottishPower’s Renewable Generation and Aggregate Supply licensed activities within GB. It provides
information relating to the revenues, costs and profits of these activities in order to enhance the transparency within the energy market for
both consumers and other stakeholders.

These statements have been prepared, by the directors of SPUK and its Licensees, in accordance with Standard Condition 16B of the Electricity
Generation Licence and Standard Condition 19A of the Electricity and Gas Supply Licences (“the Conditions”) and the associated guidelines
issued by Ofgem and the basis of preparation contained herein.

The financial data provided has been taken from the Relevant Licensees’ and Affiliates’ (as defined in the Conditions) financial information for
the year ended 31 December 2019, included within the Annual Report and Accounts of SPUK for the year ended 31 December 2019, which has
been prepared under IFRS.

For clarity, the following should be noted:
Renewable Generation
e The financial results have been included for all GB activities which require a generation licence.

e  ScottishPower Renewables holds an equity investment in an 80% subsidiary, Coldham Windfarm Limited. This company generates
electricity, however, it is exempt from holding a generation licence as it is classed as a ‘Small Generator’. Therefore the financial results of
this company have been excluded from the CSS. ScottishPower’s share of EBIT for this company for 2019 is £1.3 million.

e ScottishPower Renewables owns operational wind farms located in Northern Ireland and the Republic of Ireland. However, the financial
results of these wind farms have been excluded from the CSS because they do not constitute licensed activities within GB. The EBIT of
these wind farms for 2019 is £3.6 million.

Aggregate Supply
e The financial results have been included for all GB activities which require a supply licence.

¢  The domestic supply segments represent the revenues and associated costs in supplying gas and electricity to premises in GB which are
supplied on a domestic tariff and whose meter is not registered as non-domestic in central industry systems. The non-domestic supply
segments represent the revenue and associated costs in supplying gas and electricity to premises in GB which are not in the domestic
supply segments.

* The financial results relating to Energy Services and non-licensed metering activities, including smart meter asset provision, have been
excluded from Aggregate Supply as this does not constitute a licensed activity.

Energy Management

e Energy Management is a non-licensed business division. However, information has been provided on a voluntary basis in order to enhance
transparency within the CSS.

¢ Energy Management performs all trading with external markets for electricity and gas on behalf of Aggregate Supply. All trading for
Aggregate Supply was undertaken to hedge or meet their physical requirements. In addition, Energy Management manages limited
proprietary trading, gas storage activities and fulfils the mandatory ‘Secure and Promote’ obligations. These activities are ring-fenced in
separate trading books and are held separately from Aggregate Supply. The losses of Energy Management are the result of gas storage
activities, the impact of trading performed on behalf of the Thermal & Hydro-electric segment delivering in 2019 transacted prior to the
sale of the segment on 31 December 2018 to Drax Smart Generation Holdco Limited and residual costs of operating the Energy
Management business not recharged to Aggregate Supply.

Pricing for electricity and gas

The pricing relationship between Energy Management and Aggregate Supply is that of market prices and contract specific prices under a long
term gas contract as described on page 6. No transfer pricing is therefore required between Energy Management and Aggregate Supply as all
prices are reflective of actual prices transacted.

All internal transactions are priced at the prevailing market price for the relevant period at the point the transaction is made.

All external transactions with the market are at the price transacted with the market. The market prices at the time of procurement may differ
from the price prevailing at the time of supply.

The pricing relationship between Aggregate Supply and Renewable Generation is that of contract specific prices set by Renewable Power
Purchase Agreements. These are indexed to prevailing wholesale market prices with an appropriate market-benchmarked discount applied to
account for the costs associated with managing half-hourly delivery of variable wind volumes.

Within the group, internal agreements are in place for all transfers between group companies and are subject to bi-annual review to ensure
that they are appropriate and up to date. In addition there are measures in place to notify Ofgem should there be any material changes to the
transfer pricing methodology.




Basis of Preparation continued SCOTTISHPOWER

Revenues
Renewable Generation

‘Revenue from sales of electricity and gas’ comprises the sales value of electricity, Renewables Obligation Certificates (“ROCs”) and other
related services supplied to Aggregate Supply and external customers during the year. Revenue from the sale of electricity is recognised based
on the number of units supplied at the unit rate specified in the contract. Units are based on energy volumes that can be sold in the wholesale
market and are recorded on wind farm meters and industry-wide trading and settlements systems. Revenue from the supply of ROCs is
recognised at the point the customer obtains control of the ROC, which is when the associated electricity is generated, at the unit rate specified
in the contract.

The majority of Renewable Generation revenues arise from internal transactions with Aggregate Supply. These transactions are priced as
described on page 5. Revenues, including those in respect of constraint management, balancing activities and ancillary services are recognised
based on the consideration specified in the contract.

Aggregate Supply

‘Revenue from sales of electricity and gas’ comprises the amount to which the company has a right to invoice based on the value of units
supplied during the year and the tariff agreed with the customer. The nature of the energy industry in the UK, in which the group operates, is
such that revenue recognition is subject to a degree of estimation. Revenue includes an estimate of the units supplied to customers between
the date of their last meter reading and the year end. This estimate is based on external data supplied by the electricity and gas market
settlement process and internal data relating to energy purchases where settlement data is not yet available. Where volumes are yet to reach
final settlement, a provision is made against unbilled revenue recognised in respect of those volumes. The provision is determined by
considering the current unbilled position, historical trends and any other known factors. The value assigned to the estimated volumes is based
on a weighted average price per unit derived from the billing systems. The estimated value of energy delivered to customers is included within
billed revenue (where an estimated reading is included within an issued invoice) and unbilled revenue (where no invoice has been invoiced).
Revenue for domestic supply is stated after deducting dual fuel discounts where applicable. The discount is allocated equally between
electricity and gas. All revenue is earned wholly within GB and revenue for domestic supply is stated after deducting the impact of the
Government mandated discount given to customers under the Warm Home Discount programme. This deduction is charged specifically to each
fuel.

Energy Management

‘Revenue from sales of electricity and gas’ comprises the sales value of energy supplied to Aggregate Supply and the external market during the
year. It also includes revenues relating to Energy Management’s limited proprietary trading, gas storage activities and fulfilling the mandatory
‘Secure and Promote’ obligations

Direct fuel costs
Aggregate Supply

‘Direct fuel costs’ comprise the cost of wholesale electricity and gas procured for Aggregate Supply by Energy Management (including volume
losses), the cost of wholesale electricity purchased directly from Renewable Generation and external parties via PPAs, the energy component
of Unidentified Gas (“UIG”) costs and imbalance costs. Direct fuel costs secured on any given day, for any delivery period, are allocated to the
domestic and non-domestic supply segments based on their requirements for that delivery period.

The pricing for wholesale electricity and gas is outlined on page 5.

In the case of gas, there are volumes purchased through a long term contract. These volumes are used by Aggregate Supply gas customers and
are at the contract price with the counterparty.

Aggregate Supply purchases electricity, together with the associated ROCs under internal and external Renewable Power Purchase
Agreements.

Balancing costs and the energy element of UIG costs are incurred by Energy Management and recharged to Aggregate Supply at the actual cost
incurred. All other costs are directly allocated to Aggregate Supply as incurred by ScottishPower.

Energy Management

‘Direct fuel costs’ comprise the value of energy purchased from the external market for Aggregate Supply. It also includes trading in respect of
gas storage activities and fulfilling mandatory ‘Secure and Promote’ obligations.

Transportation costs
Renewable Generation

‘Transportation costs’ comprise Balancing Services Use of System charges (“BSU0S”) from National Grid, and electricity transmission and
distribution network charges.
Aggregate Supply

‘Transportation costs’ comprise BSUOS costs, gas transportation charges, electricity transmission and distribution network charges and the
transport element of UIG costs. These costs are allocated to the segment to which they relate based on volume consumption band or
settlement profile class as appropriate



Basis of Preparation continued SCOTTISHPOWER

Environmental and social obligation costs
Aggregate Supply

‘Environmental and social obligation costs’ comprise the costs associated with the following and are allocated across the supply segments as
described in the table below.

Environmental and Social Obligation Costs [Allocation Methodology

Renewable Obligations Allocated to the domestic and non-domestic electricity supply segments based on settlement volumes; this
obligation only applies to the electricity supply segment.

Feed-in Tariffs Allocated to the domestic and non-domestic electricity supply segments based on settlement volumes; this
obligation only applies to the electricity supply segment.

Contracts for Difference under EMR Allocated to the domestic and non-domestic electricity supply segments based on settlement volumes; this
obligation only applies to the electricity supply segment.

Capacity Market under EMR Allocated to the domestic and non-domestic electricity supply segments based on settlement volumes; this
obligation only applies to the electricity supply segment.

Energy Company Obligation (ECO) Allocated to the domestic electricity and gas supply segments based on their GB market share of (non-exempt)
domestic volumes (TWh) for electricity and gas; this obligation only applies to domestic customers.

Administering the Warm Home Discount (WHD) Allocated to the domestic electricity and gas supply segments based on customer numbers; this obligation only
applies to domestic customers.

Assistance for Areas with High Electricity Distribution Costs (AAHEDC) Allocated to the domestic and non-domestic electricity supply segments based on settlement volumes.

Carbon Reduction Commitment (CRC) Energy Efficiency Scheme Allocated to the domestic and non-domestic electricity and gas segments based on customer numbers.

Other direct costs

Renewable Generation

‘Other direct costs’ comprise operational and maintenance costs, land rentals and insurance costs.
Aggregate Supply

‘Other direct costs’ include brokers’ costs and the non-capital elements of intermediaries’ sales commissions when the costs have given rise
directly to revenue i.e. producing a sale.

Indirect costs

Renewable Generation

‘Indirect costs’ are head office costs, staff costs, rates and the costs of centralised services® provided by Iberdrola group companies.
Aggregate Supply

‘Indirect costs’ are the costs of billing, metering (including smart meter roll out costs), customer service, bad debt and debt collection, support
services, sales and marketing, staff costs, the costs of centralised services? provided by Iberdrola group companies and operating costs
recharged from Energy Management. Where it is not possible to allocate these costs directly to a particular customer segment (domestic/non-
domestic) or fuel category (gas/electricity), they are allocated using a costing model based on customer numbers, transactional volumes and
employee activity.

Energy Management

‘Indirect costs’ are head office costs, staff costs and the costs of centralised services® provided by Iberdrola group companies. A proportion of
these costs are recharged to Aggregate Supply.

Depreciation and amortisation
Aggregate Supply

‘Depreciation and amortisation costs’ are allocated to the segments based on customer numbers. Items that have been capitalised include
smart meter development costs including Data Communications Company (DCC) development costs and the incremental costs of obtaining
certain customer contracts.

3. Centralised services are HR, IT, finance and legal costs and other head office costs. Where these costs can be identified as being directly attributable to Renewable Generation, Aggregate
Supply or Energy Management, those costs are recharged directly to that business division. Non-directly attributable costs are allocated across ScottishPower’s business divisions using
costing models based on employee numbers, personnel costs, gross margin and fixed assets.




SCOTTISHPOWER

Basis of Preparation continued

Exceptional items

In line with Ofgem’s guidelines, mark to market adjustments, restructuring costs, impairment charges and non-current asset write-offs that
have been disclosed in the Annual Report and Accounts of SPUK have been excluded from the CSS. Additional exceptional items such as costs
and income from the settlement of contractual disputes have also been excluded in line with Ofgem’s guidelines, as the directors believe that
these items do not reflect the company’s activities relating to its operations in 2019.

Refer to Appendix B on pages 12 to 15 for further information.

Reconciliation to audited Group accounts

A reconciliation of the Revenue and EBIT in the CSS to the Annual Report and Accounts of SPUK has been provided on page 9.



Reconciliation of CSS Revenue and EBIT

to the Annual Report and Accounts of Scottish Power UK plc

for the year ended 31 December 2019

SCOTTISHPOWER

Revenue per C55 £m

Revenue per SPUK Annual Report and Accounts
(as per regulatory licence requirements) £m

EBIT per C55 £m

EBIT per SPUK Annual Report and Accounts
(@s per regulatory licence requirements) £m

EMERGY

GEMERATION SUPPLY MANAGEMENT

ScottishPower
Energy
Management

ScottishPower Aggregate
Renewables Supply

633.5 3,838.8 3,960.3
633.5 3,838.8 3,960.3
331.2 (76.5) (12.2)
331.2 (76.5) (12.2)

See Appendix B and Note 4 of the Annual Report and Accounts of SPUK for further details.



Questionnaire on business functions SCOTTISHPOWER

The table below outlines where the responsibility for each business function resided as at 31 December 2019:

Business function Renewable Aggregate Energy
Generation Supply Management

Operates and maintains generation assets 4

Responsible for scheduling decisions v

Responsible for interactions with the Balancing Market v F

Responsible for determining hedging policy P/L F

Responsible for implementing hedging policy / makes P/L F

decisions to buy/sell energy

Interacts with wider market participants to buy/sell v P/L4 F4

energy

Holds unhedged positions (either short or long) P/L F

Procures fuel for generation n/a n/a n/a

Procures allowances for generation n/a n/a n/a

Holds volume risk on positions sold (either internal or P/L F

external)

Matches own generation with own supply P/L4 P/L F

Forecasts total system demand F

Forecasts wholesale price F

Forecasts customer demand F

Determines retail pricing and marketing strategies v

Bears shape risk after initial hedge until market allows P/L F

full hedge

Bears short term risk for variance between demand and P/L F

forecast

Key: ¥ Function resided and profits/losses recorded
F  Function resided
P/L Profits/losses recorded

4. The majority of Renewable Generation revenues arise from internal transactions with Aggregate Supply. These transactions are charged under Renewable Power Purchase
Agreements, which are indexed to prevailing wholesale market prices with an appropriate market benchmarked discount applied to reflect the costs associated with managing half-
hourly delivery of variable wind volumes.

10




Appendix A - Analysis of Environmental and Social Obligation Costs for the

year ended 31 December 2019 SCOTTISHPOWER

The table below provides an analysis of the environmental and social obligations for both Renewable Generation and Aggregate Supply for the

year ended 31 December 2019.

Electricity Electricity Gas Aggregate
ScottishPower Mon- Mon- Supply
Renewables Domestic  domestic Domestic  domestic Business

Renewable Obligations* £m - (222.5) (193.9) - - (416.4)
Feed-in Tariffs £m - (58.1) (52.6) - - (110.7)
Contracts for Difference under EMR £m - (56.8) (50.4) - - (107.2)
Capacity Market under EMR** £m - (37.6) (33.5) - - (71.1)
Energy Company Obligation (ECO) £m - [19.6) - (17.7) - (37.3)
Administering the Warm Home Discount (WHD) £m - (2.2) - [1.6) - (3.8)
Assistance for Areas with High Electricity Distribution Costs £m - (2.5) (2.3) - - (4.8)
Carbon Reduction Commitment {CRC) Energy Efficiency Scheme £m - - - - - -
Environmental and social obligation costs per CS5 £m = (399.3)  (332.7) {19.3) = {751.3)
Warm Home Discount*** (included as @ deduction from Revenue in the C55) £m - (16.3) - {11.9) - [28.2)
Total environmental and social obligations £m = (415.6)  (332.7) (31.2) = (779.5)

* Renewable Obligations includes £4.5 million in respect of ROC mutualisation costs.
** Capacity market under EMR includes £0.8 million of Capacity Market mutualisation costs.
*** The WHD provides some households who are living in, or at risk of fuel poverty, a rebate on their fuel bill. It is a Government mandated scheme administered by Aggregate Supply.
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Appendix B — Extract from the Annual Report and Accounts of Scottish
Power UK plc for the year ended 31 December 2019 SCOTTISHPOWER

4 BUSINESS SEGMENT REPORTING

{a) Operating segments and business divisions

The group classifies its operating segments based on a combination of factors, principally differences in products and services and the regulatory
environment in which each business operates. The group is organised into three reportable segments; Energy Metworks, Renewables and Energy Retail
and Wholesale. The group identifies 5PT, SPD and 5PM as individual operating segments, but as management deem these operating segments

to exhibit similar economic characteristics, they have been aggregated (together with other Energy Metworks entities) into a single reported segment,
Energy Networks. In line with IFRS 8 the group reports its segments on this basis and the measure of profit used for the purpose of reporting to the
Chief Operating Decision maker ("CODM”) is operating profit as per the consolidated income statement. All revenue for the reported segments arise

from operations within Great Britain and Ireland. Revenue arising from operations within the Republic of Ireland is not deemed material enough to
disclose as a separate operating segment.

In accordance with the disclosure requirements of [FRS 8, the Annual Report and Accounts of the group reports the relevant financial results of the
reported segments as described above. In the interest of improved transparency, the group has voluntarily disclosed revenue and operating profit for
the year ended 31 December 2019 for the separate business divisions within the Renewables and Energy Retail and Wholesale reported segments, whilst
also providing detail in relation to non-recurring items and certain remeasurements arising from IFRS 9, consistent with the Supply and Generation
regulatory licence conditions. This information has been calculated, where appropriate, in accordance with Standard Licence Condition 168 of the
Electricity Generation Licence and Standard Condition 194 of the Electricity and Gas Supply Licences.

Dwring the year ended 31 December 2019, the group's reported segments and business divisions were as follows:

Reported segment Status of operations  Business division Business division description
Energy Networks Continuing Energy Networks The transmission and distribution business within the group.
Renewables Continuing Renewables — Licensed business’ The Great Britain licensed activity of the Renewables reported
segment, which develops and operates renewable generation
plant.
Other The non-licensed activity of the Renewables reported segment,

which includes generation activity outside Great Eritain, the results
of Coldham Windfarm Limited which is exempt from holding a
generation licence as it s classified as a small generator and the
impact of the amortisation of fair value attributed to the
Renewables operating segment when purchased by Iberdrola
during 2007.

Energy Retail Continuing Supply — Licensed business’ The licensed continuing activity of the Energy Retail and Wholesale
and wholesale reported segment which is responsible for the supply of electricity
and gas to domestic and non-domestic CuStomers.

Energy Management' The non-licensed continuing activities of the Energy Retail and
Wholesale reported segment, responsible for wholesale market
purchases for the Supply — Licensed business division. In addition,
Energy Management manages limited proprietary trading, gas
storage activites and fulfils the mandatory ‘secure and promote’
obligations.

Other The non-licensed continuing activity of the Energy Retail and
Wholesale reported segment which includes the group’s Energy
Services activities and non-licensed metering activities, including
smart meter asset provision.

T Renewabies - Licensad, Supply - Licensed and Energy Management DUSNesses are consistent with tose aisciosed in the Consolidated Segmental SIatements for the Supply
and Generation licensed businesses presentad in accordance with Standard Licence Condition 168 of the Electricity Ceneration Licence and Standard Condition 194 of the
Electricity and Gas Supply Licences. These statements can be found at: Www._SCOUtiSNpOWer.Com,/ pages/ Company_Teporting.asp.
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Appendix B continued — Extract from the Annual Report and Accounts of
Scottish Power UK plc for the year ended 31 December 2019 SCOTTISHPOWER

4 BUSINESS SEGMENT REPORTING continued

(b) Revenue by reported segment and business division for continuing operations
(i) Revenue by reported segment for continuing operations

The revenue by reported segment for continuing operations for the year ended 31 December 2015 is detailed below.

Extemal INtEr-segment. repartad to

revenue eV Eenue the CODM

Reported segment £m £m £m
Energy Networks 1,105.2 146" 12468
Renewables 67.5 570.8 638.3
Energy Retail and Wholesale 39518 10.5 3.962.3
Elimination of jntar-segment revenue (722.9)
51245

" Inter-segment revenue relating to Enargy Networks is predominantly subject to reguiation and is based on published Lanrs set oy orgem.

The revenue by reported segment for continuing operations for the year ended 31 December 2018 is detailed below.

Revenue

External Inter-segment reported to

revenus FEVEnNLE the CODM

Reported segment £m £m £m
Energy Networks 1,024.2 1432 1.167.4
Renewables 56.2 484.1 540.3
Energy Retail and wholesale 39133 6.6 3,919.9
Elimination of inter-segment revenue 1633.9)
4,993.7

* Inter-segment revenue relating to Energy Networks is predominantly subject to regulation and is based on published tariffs set by Ofgem,

(ii) Additional information - Revenue by reported segment and business division for continuing operations
The revenue by reported segment and business division for continuing operations for the year ended 31 December 2019 is detailed below. No
comparative information has been provided as this is a voluntary disclosure as described on page 56.

Revenss
Joint re-allocations
venture a5 per Revenue
share of  reguiatory licence as per
FEVEmUE FespUirements  regulatory licence
Revenue IMote Giink iNote (ivil requirements
Reported segment Business division £m £m £m £m
Energy Networks 1,246.8 - - 1.245.8
Renewables — Licensed business 624.8 8.7 - 633.5
Other 13.5 - - 13.5
Renewables 6383 8.7 - B47.0
Supply - Licensed business 3.867.0 - 28.2) 3,B38.8
Energy Management 3,960.3 - - 3,960.3
Other 76.8 - - 76.8
Elimination of intra-segment revenusa (1,850.0) - - 11,850.00
Netting al‘.‘ljustment (2,091.8) - - (2,097.8)
Energy Retail and Wholesale 3,962.3 - 28.2) 3.934.1
Elimination of inter-segment revenue (722.9) - - (722.9)
Total 5,124.5 B.7 (28.2) 5.105.0

{iii} Joint venture share of revenue for continuing operations
All joint ventures within the group are consolidated using the equity method. The results of the joint ventures are therefore presented within Results of
companies accounted for using the equity method on the face of the consolidated income statement and so do not form part of Revenue.

As per the licence conditions, and the assodated regulatory reporting, the group is required to proportionally consolidate the results of the joint ventures
and so present revenues and costs in the appropriate lines of the income statement.

{ivi Revenue re-allocations as per regulatory licence requirements for continuing operations
As disclosed in Note 24 of the financial statements, in line with group accounting policy, Taxes other than income tax includes the costs of the WHD
scheme. As per the licence conditions, these costs are required to be deducted from Revenue,
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Appendix B continued — Extract from the Annual Report and Accounts of
Scottish Power UK plc for the year ended 31 December 2019 SCOTTISHPOWER

4 BUSINESS SEGMENT REPORTING continued

(c) Operating profit/(loss) by reported segment and business division for continuing operations
(i) Operating profit/{loss) by reported segment for continuing operations

The operating profit/ (loss) by reported segment for continuing operations for the year ended 31 December 2019 is detailed below.

perating
ProTit/ oSS
reported to
the CODM
Reported segment £m
Energy Networks 5728
Renewables 389
Enerdgy Retail and wholesale 81.3)
Unallocated 18.3
Total 828.7
The operating profit/{loss) by reported segment for continuing operations for the year ended 31 December 2018 is detailed below.
Opearating
POty (ioss)
reportad to
the CODM
Reported segment £m
Energy Networks 545.9
Renewables T
Energy Retail and Wholesale 124.8
Unallocated (0.6}
Total 9418

(il Additional information — Operating profit/iloss) by reported segment and business division for continuing operations

The operating profit by reported segment and business division for continuing operations for the year ended 31 December 2019 is detailed below. No
comparative information has been provided as this is a voluntary disclosure as described on page 56.

Jointventure
share of ADjusted operating
opperating Non-recurring Certain profit as per

Operating profit items  remeasurements  regulatory lcence
profit/loss) iNode (il INote (vl INote w1 requirements.

Reported segment Business division £m £m £m £m £m
Energy Networks 5728 - 04 - 5724
Renawables - Licensed business 334.8 1.0 (4.6) - 331.2
othear (15.9) {01 = = {16.0)

Renewables 3189 0.9 4.6) - 315.2
Supply - Licensed business (81.8) - 5.3 - (76.5)
Energy Management (18.1) - (5.3) 1.2 (12.2)

Other 18.6 - 85 - 271
Energy rRetail and Wholesale (81.3) - 8.5 1.2 (61.6)
Unallocated 18.3 - 14.4) - 3.9
Total 828.7 0.9 {10.9) 11.2 829.9

(iii} Joint venture share of operating profit for continuing operations
All joint ventures within the group are consolidated using the equity method. The results of the joint ventures are therefore presented within Results
of companies accounted for using the equity method on the face of the consolidated income statement and so do not form part of Operating profit

As per the licence conditions, and the associated regulatory reporting, the group is required to proportionally consolidate the results of the joint
ventures and so presents revenues and costs in the appropriate lines of the income statement.
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Appendix B continued — Extract from the Annual Report and Accounts of
Scottish Power UK plc for the year ended 31 December 2019 SCOTTISHPOWER

4 BUSINESS SEGMENT REPORTING continued
(ivh Non-recurring items for continuing operations
In the year ended 31 December 2019, £10.9 million of net non-recurring items were recorded.

Provisions for restructuring and other liabilities of £21.3 million: On review of the group's provisions as at 31 December 2019, net restructuring

provisions and associated pension costs of £21.3 million were recognised principally in relation to an Energy Retail restructuring programme launched
during 2019.

Impairment and non-current asset write-offs of £6.8 million: During the year ended 31 December 2019, the group recognised a charge of £6.8 million
which principally comprised the write-off of smart meter assets of £6.1 million.

Non-recurring costs of £13.6 million and income of (£52.6 million): During the year ended 31 December 20149, the group recognised £13.6 million of
Non-recurring costs on the settiement of various contractual disputes principally included within the unallocated segment. The group also recognised
£52.6 million of non-recurring income, principally on the favourable settlement of various contractual disputes included within the Renewables and Energy
Retail and Wholesale segments, and due to the impact of a bulk pension inoease exchange exercise (refer to Note 17(dHiil included within the unallocated
SEQITIENL

{w) Certain remeasurements for continuing operations

Certain remeasurements are the fair value movements on energy Conracts arising from the application of IFR5 9. These have been disclosed separately
to aid the understanding of the underlying performance of the group.

(d) Other financial data by reported segment for continuing operations

Acquisition of Accquisition of Deprediation, Expected credit
property, plant and right-of-use amaortisation lo=s on trade and

equipment and assets and impairment other receivables

intangible assets reported to reported o reported o

reported to the CODM the CODM the CODM the CODM

OtNer items Dy reporad Sagrmant 1or the year enced 31 Decamber 2019 £m &m £m £m
Energy Networks L86.6 14.9 3066 1.9
Renewables 859.4 4.6 143.3 0.5
Energy Retail and Whaolesale 190.1 0.9 109.6 68.5
Unallocated 24.8 7.7 28.5 10.4)
Total 1,660.9 28.1 Seg8.0 0.5
Acquisition of Depreciation, Expected

property plant, amortisation credit loes on

and equipment and impainment recenales

and intangible assats reported o reportad to

reported 10 the CODM the CODM the CODM

Other iterns by reported segment for theyear endad 31 Decamber 2018 £m £m £m
Energy MNetworks 594.3 283.3 0.8
Renewables 346.3 132.3 -
Energy Retail and wholesale 165.4 76.3 58.6
Unallocated 26.8 19.3 01
Total 1.132.8 511.2 59.5
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