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SP Distribution Limited

Report of the Directors

The directors present their report and audited Accounts for the period from 1 April 2007 to 31 December 2007

Activities and review

The principal activity of SP Distribution Limited ("the company™) 15 the ownership and operation of the electnicity distribution network
within the area of Scottish Power Limited ("ScothshPower"), the company’s ultimate UK parent undertaking The network 15 used to
distnbute electrieity, which has been transmtted to gnd supply points, for electricity supply comparres for onward sale to thetr customers
The company will continue with this activity for the foreseeable future

The company has net current Liabilities of £698 million at 31 December 2007 (31 March 2007 £679 mallion), which includes a loan due to
parent undertakings of £557 millton (31 March 2007 £601 mullion) The directors consider that sufficient funding will be made available
to the company by Scottish Power UK plc, the immediate parent company, to continue operations and to meet habilities as they fall due

Review of business and future development

The company has changed 1ts accounting reference date to 31 December to match that of its ultimate parent undertaking, Iberdrola, S A,
and therefore these Accounts are prepared for the period from 1 Apnl 2007 to 31 December 2007

The financial position of the company at the penod end was satisfactory The company 18 a distnbution licence holder and operates in a
regulated industry The majority of the revenue generated by the company 1s subject to regulatton by the Gas and Electricity Markets
Authonty {"the Authonity")

Revenues and gross margin for the mne month penod 1 Apnl 2007 to 31 December 2007, compared to the same period for 2006, have
reduced due to lower Use of System ("UOS") revenues

Compared to the same period 1 2006 the mne month operating profit to 31 December 2007 reduced due to the lower UOS revenues and
higher depreciation of tangible fixed assets which was partially offset by operating cost reductions

The company continued to focus on cost control with efficiency improvements allowing mncreased operating activity to be managed within
the existing cost base

Significant investment 1n the electneity network contmued 1n the period wath tangible fixed asset additions of £139 mullion In agcordance
with the allowed caputal expenditure programme over the five year penod of the Distribution Price Control, the capital expenditure
programme focuses on network remnforcement, expansion and dnving improved network performance

European Investment Bank ("EIB") loans of $35 million swapped into £21 mullion and £30 million are due for repayment 1n September
2008 and February 2009 respectively These repayments will be financed through loans from parent undertakings

Financial risks

The company's strategy 1s to conduct business 1n a mamner benefiting customers through balancing costs and nisks while delivering
shareholder value and protecting the company's performance and reputation by prudently managing the rnisks inherent in the business

Revenue nsk

The majonty of the revenue generated by the company 15 subject to regulation by the Authonty Regulatory controls include price controls
which restnct the average amount, or total amount, charged for a bundle of services The Office of Gas and Electnicity Markets, ("Ofgem"}
undertakes pertodic price reviews on behalf of the Authonty

Treasury and interest rnisk management
The company faces varous financial nsks The principal financial nsks faced by the company are interest rate risk, foreign exchange rate

nisk and hquidity nsk Treasury services are provided by the immediate parent company During the period the treasury focus continued
to be to mimimise interest costs and effectively manage both foreign exchange and interest rate nisk

Exposure to fluctuating interest rates 15 managed by 1ssuing a proportion of debt at fixed rates Interest rate risk 15 managed on a
ScottishPower group wide basis The group's policies and procedures for managing interest rate risk have been mcluded 1n the Annual
Report & Accounts of Scotish Power UK (Holdings) Limited for the period ended 31 December 2007 TLigquichty nisk 15 managed by
spreading debt matunities over a wide range of dates thereby ensuring that the company 18 not subject to excessive refinancing risk 1 any
one year Denvative financial mstruments are used to manage the risks 1dentified The company currently has a cross currency swap
which mitigates interest rate and foreign exchange risks inherent in the foreign currency debt 1ssued by the company

Credit nsk

The company has credit guidelines to mitigate agamst credit nsk The company employs specific ehgibility cniteria in determiming
appropnate limits for each prospective counterparty and supplements this with letters of credit and cash deposits where appropriate  Credit
exposures are then monitored on a daily basis




SP Distribution Limited

Report of the Directors - continued

Results and dividend

The profit for the period amounted to £90 mullion (year ended 31 March 2007 £141 million) The aggregate dividends paid dunng the peniod
amounted to £10 milhion {year ended 31 March 2007 £nil)

Directors

The directors who held office during the penod were
Alan Bryce

Scott Mathieson

Creditor Payment Policy & Practice

The current policy and practice of Scottish Power Lumted and 1ts subsidiary undertakings ("ScottishPower group™) concerning the payment of 1ts
trade creditors 18 to follow the Better Payment Practice Code to which 1t 15 a signatory Copies of the code may be obtained from the Department
of Busmness, Enterpnse and Regulatory Reform or from the website www payontime co uk

The company's policy and practice 1s to settle terms of payment when agreeing the terms of the transaction, to include the terms in contracts, and
to pay n accordance with 1ts contractual and legal obligations At the penod end there were no trade creditors outstanding Therefore, the
company's creditor days at 31 December 2007 were mil (31 March 2007 ml)

Statement of directors' responsibilities
The directors are responsible for prepanng the annual report and the financial statements 1n accordance with applicable laws and regulations
Company law requires the directors to prepare financial statements for each financial year Under that law the directors have elected to prepare
the financial statements 1n accordance with United Kingdom Generally Accepted Accounting Practice {Umited Kingdom Accounting Standards
and apphcable law) The financial statements are required by law to 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 penod In prepanng these financial statements, the directors are required to

select switable accounting policies and then apply them consistently,

make judgments and estimates that are reasonable and prudent,

state whether apphicable UK Accounting Standards have been followed, subject to any matenal departures disclosed and

explammed n the financial statements,

prepare the financial statements on the going concern basis unless 1t 15 inappropnate to presume that the company will continue

n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of
the company and enable them 1o ensure that the financmal statements comply with the Comparues Act 1985 They are alse responsible for
safeguarding the assets of the company and hence for talang reasenable steps for the prevention and detecuon of fraud and other uregularities
Disclosure of information te auditors
Each of the persons who 1s a director at the date of approval of this report confirms that
as far as the director 1s aware, there 15 no relevant audit imformation of which the company's auditors are unaware, and
the director has taken all the steps he ought to have taken as a director m order to make himself aware of any relevant audit
mformation and to establish the company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of Section 234ZA of the Compames Act 1985

Auditers

Under Section 379A of the Compames Act 1985, the company has elected to dispense with the following obligations
to lay accounts and reports before general meetings,
to hold annual general meetings, and
to appotnt auditors annually

Emst & Young LLP were appointed auditors of the company for the period ended 31 December 2007 1n place of the retinng auditors, Delowte &
Touche LLP

By Order of the Board
/
Marie Ross
Secretary
27 March 2008




SP Distribution Limited

Accounting Policies and Definitions

Definitions

Revenue cost definitions

Cost of sales

The costs associated with the use of electneity networks for the transportation of clectneity to bulk supply powmts and costs meurred m
carrying out activities which are recharged to customers

Transmission and distribution costs
The cost of distnbuting units of elecincity through the distnibution network to electnaity supply companies and other customers, and the costs

associated with the operation and ownership of the network, including operational rates and insurance costs  This heading 15 considered more
appropriate to the electricity industry than the standard Compames Act 1985 heading of distmbunion costs

Administrative expenses
The indirect costs of the company and the cost of centralised services provided by Scottish Power UK plc

Other definitions

Company
SP Distributton Limited

ScothshPower
Scottish Power Limted, the company's ultimate UK parent undertaking

ScottishPower group
Scotnsh Power Limited and its subsidiary undertakings

Accounting Policies

Bagis of accounting

The Accounts have been prepared under the histoncal cost convention, i accordance with applicable accounting standards in the UK and
comply with the requirements of the Compames Act 1985

Cash flow statement

The company 15 exempt from mcluding a statement of cash flows m 1ts Accounts as 1t 15 a wholly owned subsidiary of Iberdrola, S A, which
has mcluded a consohidated statement of cash flows 1n its consolidated Accounts

Turnover
Tumover compnses charges made to customers for the use of the distribution network and for other services provided Turnover excludes
Value Added Tax and includes both accruals in respect of unbilled income relating to umts transmitted over the network established from
industry data flows, and for other rechargeable work completed but not yet billed  Tumover consists entirely of sales made 1n the Unuted
Kingdom

Interest
Interest payable and recervable 1s recogmised 1n the profit and loss account as 1t 1s incurred

Financial instruments
All borrowings are stated at the fair value of consideration recetved after deduction of 1ssue costs
Cross currency tnterest rate swaps are uscd to hedge foreign exchange and interest rate exposures ansing on foreign currency debt  The debt

15 recorded at the hedge contracted rate and amounts payable or recervable in respect of the agreements are recognised as adjustments to
interest expense cver the penod of the contracts

Taxation

Current tax

Current tax, compnising UK Corporation tax, 1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively cnacted by the balance sheet date

Deferred tax

Deferred tax 15 recogsed n respect of all imung differences that have ongmated but not reversed at the balance sheet date

Tuning differences are differences between the company’s taxable profits and its results as stated in the financial statements that anse from the
mclusion of gans and losses 1n tax assessments m pertods different from those in which they are recogmsed 1n the financial statements
Deferred tax 15 measuted on a non-discounted basis at the tax rates that are expected to apply 1n the years in which ummng ifferences are
expected to reverse, bascd on tax rates and laws enacted or substantively cnacted at the balance sheet date



SP Distribution Limited

Accounting Policies and Definitions - confinued

Tangible fixed assets

Tangible fixed assets are stated at cost and are depreciated on the straight linc method over their cstimated operational lives  Fixed assets are
not subject to depreciation while under construction  Land 15 not depreciated

The main depreciation ycars used by the company are as set out below

Years
Buildings 40
Dastribution plant 30-40
Towers, lines and underground cables 40 60
Vehicles, computer software costs, miscellanecus equipment and fithngs 315

Financial Reporting Standard ("FRS™) 15 'Tangible fixed assets’ requires that for those assets with estimated rematning useful economuc lives
of more than 50 years, impairment reviews are undertaken annually As a company whose main source of income 1s regulated by the Gas and
Electnicity Markets Authonty ("the Authority™), the company's regulatory asset base s a single mcome generating umt and as such an
impairment review of the total asset base, which includes assets that have estimated remaining useful lives of more than 50 years, 1s carmed
out annually {mpairment losses are recogmsed 1n the year in which they are rdentified

Leased assets
Rentals payable under operating leases are charged to the profit and loss account on a strarght line basts over the term of the lease

Investments
Fixed asset investrments are carried at cost less provision for any unpairment i value

Deferred income

Customer contribunions 1 respect of additions to fixed assets are treated as deferred income and released to the profit and loss account over
the estimated operational lives of the rclated assets




SP Distribution Limited

Profit and Loss Account
for the period ended 31 December 2007

Nine months ended Year ended

31 December 2007 31 March 2007

Notes £m im

Turnover 2653 3767

Cost of sales (20 4) (24 1)
Gross profit 244.9 346 6

Transmission and distibution costs (78 1) (108 3)

Administrative expenses a4 (25)
Other operating income 56 47
Operating profit 1 171.0 2405
Exceptional item  provision on loan with joint venture company 3 23

Interest payable and sirmlar charges 4 337) (40 9)
Profit on ordinary activities before taxation 137.3 2019

Taxation 5 477 (61 2)
Profit for the financial penod/year 896 1407

The above results relate to continuing operations

A statement of total recognised gains and losses and a note of histoncal cost profits and losses are not shown as all gams and
losses for both periods are recogmsed 1n the profit and loss account under the historical cost convention

The Accounting Policies and Definitions on pages 3 and 4, together with the Notes on pages 8 to 14, form part of these Accounts




SP Distribution Limited

Reconciliation of Movements in Shareholder's Funds
for the period ended 31 December 2007

Nine months ended Year ended
31 December 2007 31 March 2007
Note £m £m
Profit for the financial period/year 89.6 1407
Drvidends 6 (10 0y
Net movement in shareholder's funds 796 1407
Opening sharcholder's funds 390.3 249 6
Closing sharcholder's funds 468 9 3903

The Accounting Policies and Definitions on pages 3 and 4, together with the Notes on pages 8 to 14, form part of these
Accounts




SP Distribution Limited

Balance Sheet
as at 31 December 2007
31 December 2007 31 March 2007
Notes £m £m
Fixed assets
Tangible assets 7 1,715.4 1,617 0
Investments 8
1,7154 1,617 ¢
Current assets
Debtors 9 701 641
Short term bank and other deposits 08 04
70.9 645
Creditors- amounts falling due within one year
Loans and other borrowings i0 (578.1) (601 O)
Other credttors 11 (191.0) (142 4)
(769.1) (743 4)
Net current liabilities (698.2) (678 9)
Total assets less current liabilities 1,017.2 9381
Creditors. amounts falling due after more than one year
Loans and other borrowings 10 (78.0) (99 2)
Provisions for habilities
Deferred tax 12 (172.9) (168 3)
Deferred income 13 (296.4) (280 3)
Net assets 469.9 390 3
Called up share capital 14,15 109 6 109 6
Profit and loss account 15 3603 2807
Shareholder’s funds 15 469.9 3903

The Accounting Polictes and Defimtions on pages 3 and 4, together with the Notes on pages 8 to 14, form part of these

Accounts

Approved by the Board on 27 March 2008 and signed on 1ts behalf by

77

Scott Mathieson

Director




SP Distribution Limited

Notes to the Accounts
for the period ended 31 December 2007

1 Operating profit

Nine months ended Year ended

31 December 2007 31 March 2007

Operating profit 1s stated after charging/(crediting). £fm £m
Depreciation of tangible fixed assets 382 494
Loss on disposal of tangible fixed assets 23 37

Release of deferred income 6.7 (B6)
Auditors' remuneraton for audit of the company 61 01

Auditors' remuneration for the audit of the company was £77,000 (year ended 31 March 2007 £7%9,000) Auditors' remuneration for other
services compnses fees for regulatory repotting and amounted to £13,670 (year ended 31 March 2007 £16,000)

2 Employee information

Nine months ended Year ended

31 December 2007 31 March 2007

(2) Employee costs £900 £'000
Wages and salanes 183 205
Social securnty costs 18 14
Other pension costs 34 47
Charged to the profit and loss account 235 266

The employee costs do not iclude the directors of the company as they do not have a contract of service waith the company The emoluments of
all the directors are included within the employee costs of other ScottishPower group companies

(b) Employee numbers
The penod/year end and average numbers of employees (full ime and part time) employed by the company were
At peniod/year end Average

Nine months ended Year ended
31 December 2007 31 March 2007 31 December 2007 31 March 2007

Administrative 7 4 5 5

The penod/year end and average numbers of full time equivalent staff employed by the company were

At period/year end Average
Nine months ended Year ended
31 December 2007 31 March 2007 31 December 2007 31 March 2007

Administrative 7 4 5 5

{c) Darectors’ emoluments
Details of the directors’ emoluments are set out in Note [8

3 Exceptional item

Nine months ended Year ended
31 December 2007 31 March 2007
£m £m
Recogmsed after operating profit:
Provision on loan with jomnt venture company 23
Total recognised after operating profit 23

Provision ott loan with Joint venture company

On 31 March 2006, SESL, a company jointly owned by SP Distnbution Limited and Scottish and Southern Limited, ceased to trade An
applicatton has been made to remove SESL from the register of companies

$P Distnbution Limited provided financial support to SESL  Dunng the year ended 31 March 2007, the company recerved its share of the tax
losses from SESL for the sum of £2 3 million

The exceptional item was not taxable




SP Distribution Limited

Notes to the Accounts

for the period ended 31 December 2007 -

4 Interest payable and similar charges

continued

Nine months ended Year ended
31 December 2007 31 March 2007
Analysis of interest payable and similar charges £m £m
Interest payable on external borrowings 42 56
Interest payable on group loans 29.5 353
Interest payable and similar charges 337 409
§ Taxation
Nine months ended Year ended
31 December 2007 31 March 2007
Note £m £m
Current tax
UK Corporation tax 380 563
Adjustments 0 respect of prior years 51
Total current tax for penod/year 431 563
Deferred tax
Ongunation and reversal of iming differences @ 30% 34 49
Impact of rate change on deferred tax 02)
32 49
Adjustments 1 respect of prior years 135
Impact of rate change on openung deferred tax (12.1)
Total deferred tax for penod/year 12 46 49
Total tax on profit on ordinary activihies 477 612

The current tax charge on profit on ordinary activities for the pertod/year vaned from the standard rate of UK Corporation tax as follows

Nine months ended Year ended
31 December 2007 31 March 2007
£m £fm
UK Corporation tax at 30% 41.2 60 6
Adjustments in respect of prior years 186
Impact of change of rate on deferred tax (12.3)
Permanent differences 02 06
Tax charge (current and deferred) 477 612
Effect of deferred tax 4 6) 49
Current tax charge for the period/year 431 563
6 Dividends
Nine months ended Year ended
31 December 2007 31 March 2007
£m £m
Final dividend paid 10.0
Total dividends pard 100




SP Distribution Limited

Notes to the Accounts
for the period ended 31 December 2007 continued

7 Tangible fixed assets

Land and Plant and Vehicles and
buildings machinery equipment Total
fm fm £m £m
Cost
At 1 Apnl 2007 [168 2,1858 420 2,344 6
Additions 35 1316 40 1391
Disposals (10 6) on (107
At 31 December 2007 120.3 23068 459 24730
Depreciation.
At | Apnl 2007 456 6462 358 7276
Charge for the penod 17 360 05 382
Disposals 80 ©on (82)
At 31 December 2007 473 674.1 362 757 6
Net book value
At 31 December 2007 730 1,6327 97 1,715 4
At Apnl 2007 712 1,539 6 62 16170
31 December 2007 31 March 2007
Included 1n the cost of tangible fixed assets above are Note £m £m
Assets m the course of construction 1550 1181
Other assets not subject to deprectation (a) 94 91
(a} Other assets not subject to depreciation are land
(b) Land and buildings held by the company are freehold
(c) The histoncal cost of fully depreciated tangible fixed assets stitl in use was £127 4 mullion (31 March 2007 £130 9 nullion)
8 Fixed asset 1nvestments
Joint venture Other unlisted
Shares mnvestments Total
Note £ £ £
(a) Cost
At 1 Apnl 2007 1 6,473 6,474
Addinons (4] 1 1
At 31 December 2007 1 6,474 6,475
(1) On 5 April 2007 SP Dustribution Enmited acquired one ordinary share m DCUSA Limited
(b) Shares n joint venture
Place of
incorporation Class of share Proportion of
Joint venture or registration capital shares held Actrvity
Scottish Electricity Settlements Limited* Scotland Ordinary shares £1 50% Scottish electricity settlements

* The aggregate amount of capital and reserves of SESL at 31 March 2006, this being the latest date at which audited accounts are available, was a

deficit of £10 3 million and 1ts loss for the year then ended was £3 4 million

SESL ceased to trade on 31 March 2006 and an application has been made to remove the company from the register of companies At the time the
application was made the value of share capital and deficit on reserves of the company netted to £nil and therefore the net assets of the company are

£ml




SP Distribution Limited

Notes to the Accounts
for the period ended 31 December 2007 continued

9 Debtors
31 December 2007 31 March 2007
£m £m
Amounts falling due within one year
Trade debtors 14.3 133
Prepayments and accrued income 234 152
Amounts owed by fellow substdiary undertakings 302 319
Other debtors 22 37
701 64 1

10 Loans and other borrowings
31 December 2007 31 March 2007

{a) Analysis by mstrument Notes £m £m

European Investment Bank loans (1} 992 99 2

{ oan from parent undertaking () 5569 601 0
656 1 7002

Loans and other borrowings are repayable as follows

Within one year, or on demand 5781 6010
After more than one year 780 992
656 1 7002

All borrow1ngs are unsecured
(1) There are three EIB loans The loan amounts, interest rates and maturity dates are as follows $35 million (swapped mto £21 2 mllion at
4 9%) matunng 16 September 2008, £30 milhion at 5 0% matunng 3 February 2009 and £48 million at 6 3% matunng 24 March 2010

{11) The loan from the parent undertaking represents drawings under a working capitzl facility provided by Scottish Power UK ple  The
principal outstanding, accrued nterest and associated costs are repayable on wnitten demand Interest 15 calculated at a rate of 1% above
base rate and 15 payable quarterly 1n arrears  There are no other commutted facilities within the company at 31 December 2007

31 December 2007 31 March 2007

{b) Maturity analysis £fm £m

Repayments fall due as follows:

Within one year, or on demand 578.1 6010

Between one and two years 300 512

Between two and three years 4840 480
6561 700 2

The company has entered mto a cross currency interest rate swap to manage the terest rate and currency prefile of the $35 milhon EIB
loan As at 31 December 2007 the fair value of this denvative financial instrument was £3 9 mulhon loss (31 March 2007 £3 2 million
loss)
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SP Distribution Limited

Notes to the Accounts

for the period ended 31 December 2007 -

Other creditors

continued

31 December 2007

31 March 2007

£m £m

Amounts falling due within one year
Amounts owed to group undertakings 0.9
Amounts owed to parent undertaking 93 87
Amounts owed to fellow subsidiary undertakings 481 517
Corporate tax 90 509
Other taxes and social secunty 65 67
Payments received on account 86 223
Cther creditors and accruals 36 21

1910 1424

The majonity of trade creditors are dealt with by SP Power Systems Limited, a fellow subsidiary company responstbie for the provision of asset
management services lo the company At 31 December 2007, the company had no amounts due to trade creditors (31 March 2007 £mil)

12 Provisions for liabilities Deferred tax

31 December 2007 31 March 2007

Deferred tax provided 1n the Accounts 1s as follows £m £m
Accelerated capital allowances 1729 1683
1729 1683

Note £m

Deferred tax provided at } Apnl 2007 1683
Charge to profit and loss account 5 46
Deferred tax provided at 31 December 2007 1729

The UK 2007 Finance Bill proposed a change 1n the rate of corporate taxation effective from 1 Apnil 2008 The change was inctuded in the UK
2007 Finance Act reducing the rate of corporation tax from 30% to 28% and s therefore substantively enacted as at the balance sheet date
Accordingly the deferred tax balance has been calculated at the rate of 28% being the rate at which 1t 15 expected the urming differences will

Teverse

13 Deferred income

Receivable Released to
dunng profit and loss
1 Apnl 2007 penod account 31 December 2007
£m £m £m £m
Customer contributions 2803 228 ®7) 296 4
14 Share capital
31 December 2007 31 March 2007
£m £m
Authorised
200,000,000 (31 March 2007 200,000,000) ordinary shares of £1 each 2000 2000
Allotted, called up and fully paid.
109,600,000 (31 March 2007 109,600,000) ordinary shares of £1 each 109.6 109 6




SP Distribution Limited

Notes to the Accounts
for the period ended 31 December 2007 - continued

15 Analysis of movements in sharcholder's funds

Share Profit and loss
capital account Totat
£m £m £m
At 1 Apnl 2007 1096 2807 3903
Profit for the period 896 896
Dividends (10 0} (10 0)
At 31 December 2007 109.6 360.3 469.9

16 Contingent liabilities

As part of the exercise to achieve legal separation of Scothsh Power UK plc's businesses pursuant to the provisions of the Utihties Act
2000, SP Distnbution Limited and other substdiary compamies of Scottish Power UK plc were each required to jointly provide guarantees to
external lenders to Scottish Power UK ple for debt existing 1n that company at 1 October 200! The value of debt guaranteed by these
companes, which was sull outstanding at 31 December 2007, was £1,973 0 muthen {31 March 2007 £1,966 2 million)

17 Financial commitments

31 December 2007 31 March 2007
(a) Capital commitments £m £m

Contracted but not provided 1326 1817

31 December 2007 31 March 2007
(b) Other contractual commitments £m £m

Provision of asset management services from SP Power Systems Limmted 136 326

The contract 1n place for the provision of asset management services provided by SP Power Systems Limited at 31 December 2007 and at
31 March 2007 expires on 31 March 2011

18 Directors' emoluments

The total emoluments of the directors who provided qualifying services to the company are shown below As these directors are
remunerated for theirr work for the ScottishPower group as a whole, 1t has not been possible to apportion the emoluments specifically
respect of services to this company

Nine months ended Year ended

31 December 2007 31 March 2007
Executive directors £'000 £000
Basic salary 206 279
Bonuses 123 263
Benefits in kind 7 13
Compensation/payment 1n lieu of notice 157
Total 336 712

Included within the above amounts for the nine months ended 31 December 2007 are emoluments in respect of Alan Bryce and Scott
Mathieson which were paid by other compames within the ScottishPower group Included within the above amounts for the year ended 31
March 2007 are emoluments in respect of Alan Bryce, Scott Mathieson and David Rutherford which were paid by other companies within
the ScottishPower group Consequently, for both the mune months ended 31 December 2007 and the year ended 31 March 2007 these
amounts are not included within "Employee costs" i Note 2(a)

Two dwectors (year ended 31 March 2007 three) have retirement benefits aceruing under ScottishPower's defined benefit pension scheme
Two directors (vear ended 31 March 2007 two) exercised share options over Scottish Power plc shares m the penod

Twao directors (year ended 31 March 2007 two) received shares duning the period under the Long Term Incentive Plan




SP Distribution Limited
Notes to the Accounts

for the period ended 31 December 2007 - continued

18 Directors' emoluments {continued)

Emoluments of the highest paid director, excluding pension contributions, are given below

Nine months ended Year ended

31 December 2007 31 March 2007
Highest paid director £'000 £'000
Basic salary 143 175
Bonus 94 200
Benefits i kind 4 8
Compensation/payment 1n lieu of notice 157
Total 241 540

The highest pard director exercised share options over Scottish Power plc shares during the period ended 31 December 2007 and the year
ended 31 March 2007

The highest paid director recerved shares under the Long Term Incentive Plan during the period ended 31 December 2007 and the year ended
31 March 2007

The amount of penston benefit accrued at the end of the period for the ghest paid director 1s £81,961 (31 March 2007 £71,852)

19 Related party transactions
Funding transactions and balances arising in the normal course of business

Interest recervable by Amounts due to
the company the company
during the penod/year ended as at
Type of Name of 31 December 2007 31 March 2007 31 December 2007 31 March 2007
related party related party £m £m £m £m
Scottish Electnoity
50% owned joint verture Settlements Limited 51

At 31 December 2007 SP Distnbution Limited owned 50% of the share capital of SESL, as detailed in Note 8 SESL ceased to trade on 31
March 2006 and an application has been made to remove the company from the register of companes

Amounts due to the company as at 31 March 2007 represented the outstanding balance on a long term loan with SESL  The balance was not
expected to be recovered and as a result has been fully provided for

In the penod from 1 Apnl 2007 to 23 Apnl 2007, ScottishPower had ulbmate control over the company On 23 Apnl 2007, ScothishPower
was acquired by Iberdrola, S A From that date Iberdrola, S A had ultimate control over the company The company has taken an
exempthion, as allowed by FRS 8 'Related party disclosures', not to disclose related party transactions with other group companies 1n the
Iberdrola, S A group as that company publishes full stafutory consolidated accounts

20 Ultimate parent company

The directors regard Iberdrola, S A as the ultimate parent company, which 1s also the parent company of the largest group mn which the
results of the company are consolidated The parent company of the smallest group 1n which the results of the company are consolidated 15
Scottish Power UK plc  Copies of the Consolidated Accounts of Iberdrola, S A may be obtained from Iberdrola, S A | Calle Gardogu 8,
Bilbao, Spam Copres of the consohidated Accounts of Scottish Power UK plc may be obtamed from The Secretary, Scottish Power Limited,
1 Atlantic Quay, Glasgow, G2 8SP

14




SP Distribution Limited

Independent Auditors' Report to the shareholder of SP Distribution Limited

We have audited the company's financial statements (the "financial statements”) for the period ended 31 Decernber 2007 which
comprise the Profit and Loss Account, the Reconcihation of Movements in Shareholder's Funds, the Balance Sheet and the related
notes 1 to 20 These financial statements have been prepared under the accounting policies set out theremn

This report 15 made solely to the company’s member, 1n accordance with Section 235 of the Compames Act 1985 Our audit work has
been undertaken so that we might state to the company's member those matters we are required to state to the member m an auditors’
report and for no other purpose  To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the company and the company’s member, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparng the Directors” Report and the financial statements m accordance with apphcable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out n the Statement of
Dhrectors’ Responsibilities

Qur responstbility 1s to audit the financal statements 1n accordance with relevant legal and regulatory requirements and International
Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and far view and are properly prepared in accordance
with the Compames Act 1985 We also report to you whether n our opmion the information given m the Durectors' Report 18
consistent with the financial statements

In addition we report to you 1if, n our opmion, the company has not kept proper accounting records, 1f we have not recerved all the
mformation and explanations we require for our audit, or 1f information specified by law regarding directors' remuneration and other
transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report 1f we become aware of any apparent misstatements within 1t

Basis of audit opinton

We conducted our aucit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices
Board An audit includes examination, on a test basts, of evidence relevant to the amounts and disclosures 1n the financial statements
It also includes an assessment of the sigmificant estimates and judgments made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropnate to the company’s circumstances, consistently apphed and adequately
disclosed

We planned and performed our audit so as to obtan all the information and explanations which we considered necessary wm order to
provide us with sufficient evidence to give reasonable assurance that the financial statements are free from materral misstatement,
whether caused by fraud or other wregulanty or error In forming our opimon we also evaluated the overall adequacy of the
presentation of information n the financial statements

Opmion
In our opinion
* the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the company’s affaurs as at 31 December 2007 and of the company's profit for the perod then
ended,
. the financ:a! statements have been properly prepared in accordance with the Compames Act 1985, and
L4 the mformation given wn the Directors’ Report 1s consistent with the financial statements

Ernst ¢ mej, (AP

Ernst & Young LLP
Registered Auditor
Glasgow
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