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SP TRANSMISSION PLC
STRATEGIC REPORT

The directors present their Strategic Report on SP Transmission plc ("the Company”) for the year ended 31 December 2025,
This includes an overview of the Company’s structure, strategic outlook including 2025 performance, and principal risks
and uncertainties. '

INTRODUCTION

The principal activity of the Company, reg:stered company number $C189126, Is the ownership of the electricity
transmission network within the central and southern Scotfand area. In accordance with the British Electricity Trading and
Transmission Arrangemnents, The National Energy System Operator {"NESO”) operates the British transmission system,
including balancing of generation and demand in Scotland. The Company retains network ownership and all assoclated
responsibilities Including development of the network.

The ultimate parent of the Company is Iberdrola, S.A. {"Iberdrola"} whose shares are listed on all four stock markets in
Spain. Scottish Power Limited ("SPL”) is the United Kingdom (“UK"} holding company of the Scottish Power Limited Group
{“ScottishPower”} of which the Company Is a member, The Company is a wholly-owned subsidiary of its Immediate parent
company, Scottish Power Energy Netwarks Holdings Limited {"SPENH"}.

In March 2025, the UK Competition and Markets Authority cleared the acquisition by SPENH of an 88% shareholding in
Electricity North West {Holdings) Limited (previously known as North West Electricity Networks {Jersey) Limited) ("ENWH”"),
which heads a group including the elactricity distribution network operator ("DNQ") Electricity North West Limited
{“"ENWL"). As a result, SPENH now has a majority effective shareholding in four UK regulated electricity netwark companies, .
heing the Company, SP Distribution ple ("SPD"), SP Manweb plc {"SPM"), and ENWL (together, these companies comprise
“Energy Networks").

Each of the Energy Networks companies are ‘asset-owner companies’, holding regulated assets, electricity distribution
licences {in the case of the SPD, SPM and ENWL) and an electricity transmission licence {in the case of the Company). All
the asset-owner companies are regulated monopolies.

Energy Networks owns and operates the network of cables and power lines transporting electricity to around 3.5 million
connected customers in the Central Belt and South of Scotland, Cheshire, Merseyside, North Shropshire, North Wales,
Cumbria and Lancashire, SP Power Systems Limited (“SPPS”), another wholly owned subsidiary of SPENH, acts as a service
provider to the Company, SPD and 5PM. -

The Company is a transmission network owner. The electricity transmission network consists of the high-voltage electricity
wires that transport electricity from power stations to distribution system entry points or, in certain cases, direct to end-
users’ premises via a national network of high-voltage assets.

The Company is a natural manopoly and is regulated by The Office of Gas and Electricity Markets (“Ofgem”) via a regulatory
price control. The primary objective of the regulation of the electricity networks is the protection of consumers’ interests
while ensuring that demand can be met and companias are able to finance their activities. Price controls are the method
by which the amount of allowed revenue is set for network companies over the period of the price control. Price control
processes are designed to cover the Company's efficient costs and allow it to earn a reasonable return, provided the
Company acts in an efficient manner, dellvers value for customers, and meets Ofgem targets. Price controls are delivered
on a regulatory basis from Aprii to March. Therefore, the majority of the Company's performance and key dellverables are
measured and reported on this basis.

STRATEGIC OUTLOOK

Operating review

in Aprit 2025, the Company moved into the final year of the five-year RIIO-T2 (Revenue = Incentives + Innovation + Cutputs)
price control period and is still on track to deliver the agreed outputs subject to confirmation from Ofgem. The publication
of the NESQ’s Holistic Network Design {“HND") identified a need for strategic investments of more than £5 billion in the
Company's transmission projects in central and southern Scotland by 2030. The Company continues to develop plans to
deliver these significant investments which are key enablers to net zero targets.

Two High Voltage Direct Current {"HVDC") link projects, Eastern Green Link 1 ("EGL1"} and Eastern Green Link 4 ("EGL4"),
- are being developed by the Company through partnerships with National Grid Electricity Transmission plc {"NGET").
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STRATEGIC OUTLOOK continued

EGL1 progressed as expected during the year with the continuation of enabling works for the permanent construction
phase and the commencement of the manufacturing of key items. A formal joint operation agreement with NGET for EGL4
was entered into in the year, and a significant milestone was achieved with the placement of the converter staticns
contract. The cable contract was signed in first quarter of 2026,

Values in action

As a network operator serving communities across Scotland, the Company has a critical role to play in supporting regional
and national decarbonisation ambitions. The Company is focused on providing a business In direct alignment with the
prigrities of customers and stakeholders to tackle climate change, and deliver the infrastructure and services required to
achieve net zero. The Company’s journey to a net zero future is already well underway.

The Company has made good progress with its Business Carbon Footprint (“BCF”). In 2024/25, the Company’s annual BCF
{excluding fosses) was 14,294 tonnes of carbon dioxide equivatent {“tCOz2e”). This is 29% lower than in 2013/14 when the
 Company first started measuring BCF, and 34% lower than the Company’s 2018/19 RIIO-T2 baseline. The Company
continues to reduce fugltive emissions and to electrify the operational fleet.

2025 performance
The table befow provides key financial information relating to the Company’s performa nee durmg the year.

Revenue Qperating profit Capital investment
{Note {(a]) {Note {a}) {Note (b))
2025 2024 2025 2024 2025 2024
Financial key performance indicators ("KPis"} : £m £m £m £m £m £m
SP Transmission plc 562.7 507.0 300.4 300.3 §20.1 659.6

{a} Revenue and Operating profit are presented in the income statement on page 23,
{b) Capital investment in Property, plant and equipment for 2025 is presented within Note 3 on page 33. Gapital investment.In intangible assets was
€4.6 miliion in the year,

Allowable transmission revenues have increased under RIIO-T2 by £55.7 million due to continued investment in the
transmission network.

Operating profit increased by £0.1 million due primarily to the increased revenue noted ahove which was partly offset by
increases in staff costs and external services.

The Company's capital expenditure increased by £160.5 million to £820.1 miltion in 2025, reflecting higher transmission
related investment to facilitate price control requirements. Higher levels of investment are expected to continue in order
to facilitate UK net zero targets as the Company concludes the RIIO-T2 price control period and progresses through the
RIQG-T3 price control period.

. . Actual Actual
Non-finandial KPis Nates 2025 2024
Annual rellability of supply {a), () 99.99% 99.99%
Regulated Asset Value (Em) (b}, (¢ 4,146.0 3,627.3

{a)  Under the Interruptions Incentive Scheme of the RUO Regulatory regime, the Company is incentivised based on its performance against annual
targets for the reliability of the transmission network. The system operator, NESQ, provides the annual reliability of supply measure. -

{b) Asthe Company s required to prepare regulatory financial performance reporting for the years ending 32 March, reporting of these KPis is ahgned
to the regulatory year end of 31 March,

{c) The Regulated Asset Value ("RAV"} of the Company and is prasented in nominal prices based on the financial year end inflation rate. The 31 March
20725 RAV presented is provisional at the date the accounts are signed. Discussion with Ofgem may result in RAV being increased or decreased,

Statement of financial position
Net assets of the Company increased by £53.0 million in the year to £1,093.4 million. This primarily reflects the impact of
the statutory profit for the year of £149.6 miilion offset by dividends of £100.0 million paid to the parent.

Trade and other receivables increased by ££61.4 million as a result of loans récelvable from related parties increasing by
£161.9 million from the prior year. Trade and other payables increased by £142.7 million in the year mostly as a result of
.capital payables increasing by £121.3 million in the year.

Property, plant and equipment has increased. by £713.2 million, primarily due to capltai investment offset by the
depreciation charge for the year.
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STRATEGIC QUTLOOK continued

Loans and other borrowings increased by £589.7 million from the prior year prlmaniy as a result of a £600 million term
loan received from related parties during the year.

Policy and regulation

Ofgem published its final determination on the 4 December 2025 for the transmission RIIO-T3 price control review which
following licence amendments will apply for the price cantrol period 1 April 2026 to 31 March 2031. The final determination
follows consideration of the consultation responses to the draft determination which Ofgem published on 1 july 2025. The
Company submitted its RIIO-T3 business plan te.Ofgem in December 2024. The focus of the final determination is a
significant increase in investment in the electricity transmission network to enahle the UK Government’s proposed energy
transition while maintaining security of supply. Ofgem introduced a new fundmg mechanism and policy changes far the
perlod RIIO-T3 to support the delivery of Clean Power 2030 and projects beyond.

The Company continues to support and work with the NESO on ‘the connections reform process and the development of
the strategic planning reports to ensure the Company’s energy system is ready to meet the increasing demand, provide
greater security and achieve government targets.

Outlook for 2026 and beyond
A key focus for 2026 will be the targeted delivery of increased activity associated with next year's RIIO-T3 regulatorv
outputs.

The Company’s planned record investment of almost £12 billion over the RIO-T3 period is expected to unlock capacity in
the grid and bring economic growth across the transmission area of central and southern Scotland and beyond whilst alsa
bringing costs down for consumers by reducing network constraints. With the RHO-T3 period having commenced on 1 April
2026, the associated licence medifications have now taken effect, providing the regulatory framework that will govern
delivery of this investment programme,

FINANCIAL INSTRUMENTS

The Company's financial Instruments include Trade and other receivables, Cash, Trade and other payables, Loans and other
borrowings and Derlvative financial instruments. The Company has exposure to credit risk and treasury risk (comprising
both liguidity and market risk} arising from these financial instruments.

Credit risk is the risk that a counterparty will not meet its contractual obligations under a financial instrument or custorner
contract, leading to a financial loss. Credit risk from related parties is considered to be low as no related party has a credit
rating lower than BBB+ {in fine with S&P Global Ratings).

Liquidity risk is the risk that the Company will have insufficient funds to meet its Habllitles and market risk is the risk of loss
that results from changes in market rates {e.g. interest rates and foreign exchange rates). The Company's liquidity position
and short-term financing activities are integrated and aligned with both ScottishPower's and Iberdrola’s. ScottishPower
operates and manages a centralised cash management model within the UK, with liquidity being managed at &
ScottishPower leveal. '

Both liquidity and market risk are managed by ScottishPower’s Treasury department, who are responsible for arranging
banking facilities on behalf of the Company. The Company produces short-term rolling cash fiow requirements and, if
necessary, any required funding is obtained via credit facilities already in place which comprise long-term loans and the
on-demand facility with Scottish Power UK ple {'SPUK’). Additional short-term cover is provided by the undrawn committed
revolving credit facility arrangement with SPUK for £1,000.0 milfion (Refer to Note 10{h)).

The Company also utilises derivative financial instruments to manage exposure to foreign currency risk. Refer to Note 7
for further details,

PRINCIPAL RISKS AND UNCERTAINTIES

The delivery of its strategy requires the Company to conduct business in a manner benefiting customers through balancing
cost and risk, while delivering shareholder value and protecting its performance and reputation by prudently managing
the risks inherent in the business. To maintain this strategic direction, ScottishPower, and so the Company, develops and
implements risk management policies and procedures, and promotes a robust control environment at all levels of the
organisation, Further details of ScottishPower’s risk management practices can be found in the mast recent Annual Report
and Accounts of SPL.
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PRINCIPAL RISKS AND UNCERTAINTIES continued

The principal risks and uncertainties of the Company that may impact current and future operational and financtal
performance and the management of these risks are described on pages 4 to 6.

LRISK

Regulatory and political
Compliance with regulatory obligations especially in the
context of sudden changes of policy, or interventions
outside established regulatory framewarks.

Price Controls

Failure to deliver the Company’s transmission outputs
agreed with'Ofgem in the price control under the RIIO
framework.

Positive and transparent engagement with all appropriate
stakeholders to ensure that long-term regulatory stability
and political consensus is maintained, and public backing is
secured for the necessary Investment in the UK energy
system. Providing stakeholders with evidence of the risks of

ad hoc intervention in markets.

Mitigéting actions include formulating detailed investment,
resource, outage, contingency plans supported by an
extensive procurement strategy and having a funding
strategy in place to support delivery. Good communication
and coordination of activities across the business is integral
to success, comptemented by a comprehensive monitoring

Global financial market volatility

Impacts arising from market and regulatory reactions to
geopolitical events, These could include increased
volatility of cammodities, inflation {and other refated
indices), and currencies, closely linked to the various
policies of different countries, as well as global events
{such as the ongoing conflict in the Middle East).

regime that provides early warning of potential issues.

Pasitive and transparent engagement with all appropriate
stakeholders to ensure that long-term regulatory stability
and political consensus is maintained, and public backing is
secured for the necessary investment in the UK energy
system. Providing stakeholders with evidence of the risks of
ad hoc Intervention in markets. In addition to monitoring
ongoing developments, the Company adheres to a
ScottishPower treasury risk management policy to mitigate
financial risks.

Climate change

The risk that the Company's investments or operations
have a significant impact on the environment and on
national and international targets to tackle climate
change, or that climate change has a significant impact
on the Company's assets.

The Company Is committed to reducing its environmental

footprint and responding to the risks and opportunities of

climate change by:

¢ reducing emissions to air, land and water and preventing
enviranmental harm: : ’

¢ identifying : and managing climate risks and’
opportunities, . implementing adaptation measures
where required;

«  minlmising energy consumption and use of natural and
human-made resources;

+ sourcing material resources responsibly, cutting waste
and encouraging reuse and recycling; and

¢ protecting natural habitats and restoring biodiversity.

Health and safety

A major health and safety incident in the course of
operations could impact staff, contractors, communities
or the environment.

The Company has certified management systems in place to
deliver activities as safely as possible. A ScottishPower Health
and Safety function exists and provides specialist services
and support for the Company in relation to health and safety.
A comprehensive framework of health and safety policy and |
procedures, alongside audit programmes is established,
which aims to ensure not only continuing legal compliance
hut also to drive towards best practice in all levels of heaith
and safety operations.
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PRINCIPAL RISKS AND UNCERTAINTIES continued

RISk

1 RESPONSE

Recruitment and retention of staff
Increased and appropriate resources with the correct
capabilities are required to grow the Company.

The increased retiral rate and the challenging RIO-T3
programme hoth givé rise to a need for substantial
recruitment in the coming years.

Extensive focus on retention and strategic workforce
planning in order to build key capabilities and future skills
with targeted learning and development opportunities.

Build a multi-channel approach to recruitment with

leveraging of lberdrola Global Talent Strategy, focus on
armed forces transition and identify available resources from
industries experiencing downturn.

Cyber security

The Company operates within an environment where

there is the presence of sophisticated and opportunistic

cyber security threat actors motivated to identify and
take advantape of flaws and weaknesses th the

Company's cyber security defences. The Company, in

alignment with UK Regulation, takes the protection of its

Data very seriously. The Company, as part of

ScottishPower, continues to invest significantly in its

people, processes, and technologles to enhance Its

capahilities to prevent, detect and respand to security
threats.

The main risks are:

s Operational technology used fto manage the
production, management and distribution of energy
or physical safety systems {fire protection, CCTV,
alarm reception centres}.

# IT that enables the Company to operate critical
services, :

» The confidentiality, integrity, and availability of key
information assets.

s The Company’s network, systems and/or data being
compromised due to Supplier security controls being
insufficient, resulting in data loss, critical service
interruption, regulatory sanctions, and reputational
damage.

+  Other cyber security risks impacting reputation.

The Campany, as part of ScotishPower, continues to focus on
enterprise  security risks through enhanced internal
gavernance, complemented by the adoptien of a 'three
defence lines model” with clear roles and responsibilities
established. These risks are managed in accordance with the
hasic principles defined in internal cyber security rules
promating the safe handling of data, use of IT and
communications systems, use of operational technology
systems and assets, and other cyber assets, reinforcing
detection, prevention, defence, and response capabilities
against possible attacks. Risks are also managed through
identification of critical suppliers and cybersecurity maturity
reviews in third parties. The Company has also built in cyber
security checks and monitoring as part of its tendering and
supply chain refationships. ‘

The tberdrala Group, of which the Company is a part,
currently has specific insurance against cyber risks, under the
terms allowed by the insurance market, which is revised and
updated periodically in view of the rapid evolution and wide
variety of cyber risks,

Supply chain

tnterruption due to geopolitical circumstances and
highear costs as a result of movements in commodity
prices, increased risk of supplier failure due to the
deterioration of industrialised economies and excess
demand over supply.

Identifying potential shortages, defays and gaps in the supply
of products, equipment and labour. The supply chain Is
advised by the ScottishPower Procurement department in
conjunction with advice from the Scottish Power
Compliance, Legal and Risk departments. The upward
pressure on costs due to the macroeconomic environment is
managed, and strategies, such as hedging and expanding the
Company's supplier base, are developed and implemented.
The risk is spread through supply chaln engagement.
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PRINCIPAL RISKS AND UNCERTAINTIES continued

IRISK:

Project delivery
Fallure to deliver farge and complex projects on time and
within budget.

The Company has a strong track record in delivering large-
scale engineering projects with significant experience from
developing numerous major- projects. Project delivery is
supported by the use of established and experienced
suppllers and advisors, along with robust financial
ranagement including appropriate foreign exchange
hedging and funding strategy.

Continue constructive engagement with Ofgem on plan
deliverability and regulatory regime,

Reduced security of supply
Reduced security of supply due to potential asset failures
alongside decreased generation capacity.

Reduced security of supply has the potential to disrupt
many of the Company's customers, in both the
Company's licence areas and beyond.

Risk-based asset investment programme in place, business
continuity and emergency pianning well established
including Electricity System Restoration Strategic spares
policy in place. Continuing engagement with Ofgem on the
resilience. :

Risks of interruptions to net zero timescales

Network aperators are key facilitators to governments’
net zeroc ambitions and the failure of the Company to
respond ta customers’ changing requirements through
the low-carbon transition {for example electric vehicles,
distributed peneration and storage) could result in a

Mitigating actions influencing developments at industry
forums, undertaking scenario modelling of the impact of
low-carbon  technologies, considering technical and
commercial innovation projects and engaging with key
stakeholders. ‘ :

failure to meet these targets.

The Company continues to monitor and assess the impact of additional security risks as a result of terrorism, war and other
world events and will put mitigating actions in place if and when appropriate.

ENGAGING WITH STAKEHOLDERS

The importance of engaging with stakeholders

As part of the Iberdrola Group, the Company is developing a responsible and sustainable energy model which focuses on
the wellbeing of people, the protection of the environment, and the economic and social progress in the communities in
which it operates. The Company believes strongly that effective and meaningful engagement with stakeholders is key to
promoting its success and values.

Meaningful engagement with stakeholder groups supports the ethos of Section 172 of the Companies Act 2006 which
states that directors should have regard to stakehalder interests when discharging their duty to promote, in good faith,
the success of the Company for the benefit of its members as a whole, Details of how the Company engages with its
stakeholders, and how these activities influence the Company’s operatlons, is set out on pages 6 to 10.

Key stakeholders
The Company, has five key stakeholder categories: people, energy customers; government and regulators; suppliers and
contractors; and community and environment,

Behind these stakeholders are many people, Institutions, organisations and groups. All of them, with their decisions and
oplinions, influence the Company, and they are also affected by the Company's actlvities, In addition, these stakeholders
interact with each other, creating a universe of relationships that the Company needs to manage in order to achieve a
better understanding of Its operating environment and to deliver a more sustalnable performance across its activities.

Shareholders are important to the Company. The Company’s relationship with its shareholders is governed by the
Company's Articles of Assoclation and provisions of the SP Energy Networks Governance and Sustainability which apply to
the Company. As the Company is ultimately wholly-owned by iberdrofa, all ultimate shareholder management activities
are carried out by Iberdrola in accordance with its own Ongoing Shareholder Engagement Policy as published at
www.iberdrofa.com under ‘Corporate Governance’/ ‘Governance and Sustainability System’/ ‘Ongoing Shareholder
Engagement Policy’. '
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ENGAGING WITH STAKEHOLDERS continued

PEOPLE _ :

The Company empioys 704 employees, working across a range of roles. The employees make a real difference in
determining how successfully the Company operates. The creativity, innovation and individuality of the Company's
employees enables it to build on its future capability to operate effectively in a competitive market, and continue to have
aspirations which are challenging and rewarding. The Company respects and recognises the importance of individuality as
part of its ongoing commitment to promoting a culture where individuality is celebrated. The Company also understands
that being a diverse organisation goes beyond having legally compliant policies and practices; it includes a focus on creating
an innovative, integrated organisation where people feel valued, inspiring them to perform at their best.

As part of ScottishPower, the Company’s engagement with its employeas is driven by the decisions, policies and procedures
in place at a ScottishPower level. The directors of the Company ensure that in applying these ScottishPower decisions,
policies and procedures they are meeting their duties to the Company.

Datails of the following areas in relation to employee engagement which apply fully to the Company are provided in the
most recent Annual Report and Accounts of SPL:

¢ employment regulation;

o skill development;

« employee feedback and consultation;

« inclusion and diversity;

s rewards and benefits;

s health and safety; and

+  employee health and wellbeing.

Modern Slavery Statement

The term ‘modern slavery' covers both slavery and human trafficking. ScottishPower, and therefore the Company, is
committed to human and labour rights and to eliminating modern slavery that couid in any way be connected to its
business. In accordance with the Madern Slavery Act 2015, ScottishPower has produced its own Modern Slavery
Statement, which is subject to annual approval hy the board of directors of SPL. TEus statement is published on the
ScottishPower website at; www.scottishpower.com.

ENERGY CUSTOMERS
Customers have every right to expect a good experience when they interact with the Company, whatever the reason. The
Company is committed to delivering this, and to improving year-on-year against the standard industry-wide metrics.

Understanding and responding to its customers’ needs is not only deep-rooted in the Company’s culture but is also
essential to meeting the goals it has developed with stakeholders to guide its future plans. As part of the RIO-T2
transmission regulatory price control, the Company committed to improving the guality of service as measured through
the Quality of Connections Survey, more commonly known as the ‘Moments that Matter’, For the fourth year of RIG-T2
(regulatory year 2024/25) customers rated the Company at 8.9, against a benchmark of 7.7,

Pawer cut support services

Customers, and especially those affected by situations of vulnerability, tell the Company that power cuts cause stress,
anxiety and can pose a real threat to thelr safety and wellbeing. The Company can help customers manage these challenges
by providing quick, clear, and accurate information before and during power cuts. When an’emergency occurs and
detriment to customers cannot be whally prevented, the Company seeks to understand customers’ needs and offer a
range of welfare support services that include generators, the provision of hot food and a set of tailored support services.
The Company's state-of-the-art Customer Relationship Management system further enhances the Company’s ability to,
offer customers timely and accurate information, cutting response times, freeing up colleagues’ time so they can offer
proactive and targeted support to those registerad on the Priority Services Register during emergencies.

Engaging with stakeholders

To ensure the Company's strategy continues to be fit for purpose, Energy Networks enlists Accountability, an independent
company, who own the global standard for stakeholder engagement {AA1000005E), to conduct a full health check audit of
its engagement strategy and processes. This is done to support a programme of continuous improvement and the
development of high-quality stakeholder engagement practices. Energy Networks achieved 93% in the 2025
‘Accountability’ audit; obtaining the highest categorisation possible (Advanced). This represents an overall improvement
of 27% since the first audit in 2018,
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ENGAGING WITH STAKEHOLDERS continued

The Company, as part of Energy Networks, continues to identify the needs of vulnerable customers and stakeholders and
will continue to refine and develop its strategy and initiatives in respect of both stakeholder engagement and consumer
vulnerability. Examples include continuing use of Strategic Optimiser teams to act as a conduit between local authorities
and the technical optioneering for low-carbon technology, offering significant time and cost efficiencies, through local
authorities having access to expert electricity network knowledge and the continued development of the Company's
Customer Relationship Management system.

To strengthen the stakeholder engagement process within Energy Networks, the Endependent Net Zero Advisory Council
{“INZAC"} operates over three licence areas. The INZAC is an independent group of energy industry experts which was
created by Energy Networks to bring the voice of customers and stakeholders into the heart of its business. It brings
together 15 external experts to provide challenge and specialist knowledge to both the distribution and the transmission
sides of the business across Central and Southern Scotland, North Wales, Merseyside, Cheshire and North Shropshire. The
INZAC, which played a role in challenging the RIIO-T3 business plan, is chaired by renowned industry expert, Angela Love,
who has over 30 years’ experience of the UK and European gas and electricity markets,

Malntamlng a reliable supply of electricity

Society rightly expects to consistently receive a reliable supply of electricity at the flick of a switch, which is why the
Company strives to exceed its regulatory price contrel commitments, The Company serves its customers with 99.99%
reliability levels protecting the most vulnerable and ensuring supply to critical sites such as hospitals, nursing homes, water
treatment works and food supply businesses.

Ensuring a just transition
Energy Networks has Its own Just Transition Strategy which sets out the steps it will take to embed the principles of a fair
and equitable transition into everything it does.

GOVERNMENT AND REGULATORS |

Governments and regulators play a central role in shaping the energy sector. The Company engages with them directly
and through trade associations, responding to issues of concern and providing expertise to support policy development.
Through this engagement, the Company aims to contribute to the delivery of a UK energy system that functions in the
interests of customars now, and in the future, including achievement of the UK and Scottish Governments’ net zero
decarbonisation targets. '

Following the launch of the UK Government's Clean Power 2030 initiative in late 2024, the Company has continued to
engage with them on its approach towards energy policy and meeting the net zero challenge. This has included engaging
on the detail of its plans for Clean Power 2030, and as part of the transition towards building a low-carbon economy.

The Company submitted its final business plan for the RIIQ-T2 electricity transmission price control in December 2024 and
has continued to engage constructively with Ofgem through 2025, including on the RIIO-T3 draft determination pubfished
on 1 July 2025, culminating in Ofgem’s final determination on 4 December 2025. The unprecedented increase in investment
required in RIO-T3 (over three times the level of the Company’s previous transmission price control} will bring greater
challenges in terms of skils, supply chain and finance ability. 4

The Company has contributed to the wider external debate about the regulatory and industry measures required to tackle
the critical backlog in network connections for new renewable generation projects, including the work being undertaken
by NESO and Ofgem to move towards a ‘first ready, first needed, first connected” approach, Ofgem published a ‘minded-
to’ decision to approve NESO's proposed package of reforms in Aprit 2025 and the new process went live in June 2025,
with further reforms under consideration.

The need to accelerate the planning and consenting process for major new energy infrastructure projects was a key feature
of the Company’s engagement with the UK Government and the devolved administrations.

further information in relation to engagement with government and regulators is set out in the Policy and regulation
section of the Strategic Report. ‘
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ENGAGING WITH STAKEHOLDERS continued

SUPPLIERS AND CONTRACTORS

As part of ScottishPower, the Company's engagement with its suppliers and contractors is driven by the decisions, policies
and procedures in place at a ScottishPower level, The directors of the Company ensure that in applying these ScottishPower
decisions; policies and procedures they are meeting their duties to the Company.

As part of ScottishPower, whose mission it is to create a better future, quicker, the Company is always looking for new
suppliers and contractors, and for ways to improve its working relationships with existing suppliers and contractors. The
Company’s suppliers have a key role to play in the delivery of its projects and services that it is undertaking to provide a
low-carbon future for the UK. The Company's aim is to develop and maintain strong relationships across its supply base
with a focus on health and safety, quality, cost and sustainability.

The Company expects its suppliers to operate to a high standard including working in an ethical and sustainable manner,
and it has a range of policies that all suppliers must adhere to, including the ScottishPower Code of Conduct for Suppliers.
The Company has bullt-in cyber security checks and monitoring as part of its tendering and supply chain refationships.

Engagement with the supply chain is always a critical activity for the Company but it has become even more Important as
it adapts to geopalitical and macroecanomic chaifenges. In order to address any concerns on capacity and availability of
the supply chain that could impact delivery, the Company has been taking a longer-term approach on contracting. Refaer
to the ‘Principal risks and uncertainties’ section for further details.

COMIMUNITY AND ENVIRONMENT

Community

Communicating and cannecting with lacal communities is a fundamental part of the Company's values, and essential to
the success of its operations. As key stakeholders, engaging with communities is a priority, and core to the Company's
commitment to collaborate and develop productive relationships.

The Company’s goal is to be a trusted, respected, and fully integrated member of these communities. It strives to achieve
this by operating with the highest integrity and transparency, actively participating in community activities, and building
strong relationships. The Company has always been committed to ensuring the maximisation of its social dividend and
creating a positive impact.

As a Transmission Network Operator (“TNO"] our priority is to always keep electricity flowing to our customers across our
network, whilst supporting regional and national decarbonisation ambitions. This is becoming increasingly important as
the world moves away from fossil fuels and adopts electric-powered alternatives.

The Company administers the £5 million Transmission Net Zero Fund to support community projects that are contributing
to decarbonisation efforts within the Comgpany's transmission area. '

Environment .

The Company is committed to reducing its environmental footprint and responding to the risks and opportunities of
climate change by: reducing emissions to air, land and water and preventing environmental harm: identifying and
managing climate risks and opportunities, and implementing adaptation measures where required; minimising energy
consumption and use of natural and human-made resources; sourcing material resources responsibly, cutting waste and
encouraging reuse and recycling; and protecting natural habitats and restoring biodiversity.

As part of SP Energy Networks ‘Action for Nature’ strategy, the Company is leading the charge to achiave ten per cent net
gain in biodiversity across all consented infrastructure projects, with an ambitious goal to become Nature Positive by 2030.

‘In early 2025, the Company partnered with The Langholm Initiative to support the Middlemoss Head Peatland Restoration

Project: a flagship example of community-led environmental regeneration. Following a successful fand buyout, the peaple
of Langholm now steward 10,500 acres of the Tarras Valley. The Company's support enabled restoration across nearly 194
hactares, generating an estimated 183 biodiversity units to offset impacts from projects like the Chirmorie wind farm
overhead line. Restoration works included blocking over 56 kilometres of artificial drains and reshaping eroded peatland,
helping to return the landscape to its natural bog-like state. The mosaic of habitats now supports wading birds, rare plants,
and insects, white improving carbon sequestration and dimate resilience.
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ENGAGING WITH STAKEHOLDERS continued

in 2025, Energy Networks embedded a new Al-powered waste and resource tracking tool called Gflow. This innovative
system enables the real-time capture of supply chain waste data through photographic evidence and has been well
received by Energy Networks' contractor community. Qfiow performs multiple data validation checks, flagging any unclear
Waste Transfer Notes to improve compliance. This ensures a transparent and rellable record of waste movements and
custody. The enhanced data provided by Qflow enablfes much clearer understanding of waste generation, treatment and
final destination. The system is also helping to improve data on materials inflows, particularly regarding the percentage of
recycled content In materials used during project delivery. This opens up new opportunities to manage and reduce the
environmental impact of materials by using fessand increasing the proportion of secondary materials used.

INNOVATION .

The Company is committed to redefining industry standards and leading the charge in energy innovation. The Company's
unwavering dedication to progress is reflected in our ability to consistently exceed expectations and deliver meaningful
autcomes,

tnnovation is not just a concept, it's embedded in everything the Company does. The Company's focuses an creating
tangible value for energy customers while accelerating the UK's journey toward net zero. In regulatory year 2024/25, the
Company made significant strides in integrating innovation into its daily operations, launching and scaling projects that
address real-world challenges.

The Company's collaborative approach brings together a diverse ecosystem of partners {including academic institutions,
technology providers, advisory bodies, and industry stakehalders) to co-create solutions that are rigorously tested in live
environments. This ensures its innovations are not only technically sound bat also aligned with regulatory frameworks and
customer needs.

The Company remains deeply committed to transparency and stakeholder engagement, fostering open dialogue to shape
the future of energy networks. Together, it is building a smarter, cleaner, and more resilient energy system for generations
to come,

This year, it has continued to work on a partfalio of flagship projects funded through the Ofgem Strategic Innovation Fund.
An example of which was the Blade project which investisated how offshore wind farms can be used to restore the
electricity network following a national power outage. To deliver this, the Company partnered with an industry advisory
panel to influence the design of potential commercial mechanisms to be adopted industry wide. This project is in
collaboration with The Carbon Trust, SSEN Transmission, the University of Strathclyde and TNE! Services secondment
scheme. These projects facilitate building the Company’s leadership in whole energy system, network resilience and power
electronics.

Building on the Company’s existing leadership in areas such as power efectranics and network resilience and data and
digitalisation, the Company has developed a number of projects funded through the Ofgem’s Network Innovation
Allowance. The Company is working with academic partners, small and medium-sized enterprises and large companies on
a number of flagship projects. One of the proposals being developed will establish the Modelling, Analysis and Simulation
Innovation Centre as a holistic innovation accelerator for the complex challenges the power networks face in modelling,
analysis and simulation. On this propaosat, the Company will be working with partners Including the SuperGrid Institute,
eRoots, the Polytechnic University of Catalonia, Grid Stabilities, the University of Marnichester, the University of Cardiff and
the University of Strathclyde.

SECTION 172 STATEMENT

Statement by the directors in performance of their statutory duties in accordance with section 172 of the Companies
Act 2006

The Companies {Miscellaneous) Reporting Regulations 2018 requires the directors of SP Transmission pic to give a
statement which describes how the directors have had regard to the matters set out in section 172(1) of the Companies
Act 2006 when discharging their duty under that section.

The directors of the board of the Company {"the Board") acknowledge and understand their duties and responsibilities,
including that, under section 172 of the Companies Act 2006, a director of a company must act in the way he or she
considers, in good faith, would be most likely to promote the success of the company for the benefit of its members as a
whole, and in doing so have regard (amongst other matters) to:

(a) the likely consequences of any decision in the long-term;
{b} the interests of the company's employees;
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SECTION 172 STATEMENT continued

{c) the need to foster the company's business relationships with suppliers, customers and others;

{d} the impact of the company's operations on the community and the environment;

{e} the desirabifity of the company maintaining a reputation for high standards of business conduct; and
{f} the need to act fairly as between members of the company.

The delivery of the strategy of the group of companies headed by SPENH (the "SPENH Group"), of which the Company is a
member, requires the Company to conduct business in a manner benefitting customers through balancing cost and risk
while delivering shareholder value and protecting the performance and reputation of the Company by prudently managing
risks Inherent In the business. In carrying out this strategy, the directors’ duties under section 172 of the Companies Act
2006 have been considered,

The directors believe strongly that effective and meaningful engagement with stakeholders and employees is key to
pramoting the success of the Company. Details of the key stakeholders of the Company, and how they engage with them
are as follows:

e Customers: details of how the Company engages with its customers are explained in the ‘Energy customers’ section
of the Strategic Report, on page 7 and 8. During 2025, the Board acknowledged that understanding and responding
to its customers' needs is not only deep-rooted in the Company's culture but is also essential to meeting the goals it
has developed. ‘

s People: details of how Energy Networks, and so the Company, engages with its employees are set out in In the ‘People’
section of the Strategic Report, on page 7. During 2025, the Board considered and approved the adoption by the
-Company of ScottishPower's Modern Stavery Statement.

s Communities and the environment: details of how the Company engages with communities and considers the
environment are set out [n the ‘Community and environment' section of the Strategic Report, on pages 9 and 10.
During 2025, the Board approved the adoption and implementation of the Natural Capital policies established by SPL.

» Suppliers and contractors: details of how Energy Networks, and so the Company, engages with its suppliers are set
out in the ‘Suppliers and contractors’ section of the Strategic Report, on page 9. During 2025, the Board approved the
adoption and implementation of the ScottishPower Code of Conduct for Suppliers.

s Government and regulators: detalls of how Energy Networks, and so the Company, engages with governments and
regulators are set out in the ‘Government and regulatars’ section of the Strategic Report, on page 8. During 2025, the
Board acknowledged the Company's contribution to the wider external debate about the government and regulatory
measures required to tackle the critical backlog in network connections for new renewable generation projects.

In addition, a statement in relation to the Company's interaction with its shareholders is described in the Introduction to
the ‘Engaging with stakeholders’ section of the Strategic Report on page 6.

The directors, both individually and together as a board, consider that the decisions taken during the year ended 31
December 2025 in discharging the function of the Board, were in conformance with their duty under section 172 of the
Companies Act 2006.

The Board is assisted In considering key stakeholders as part of the decision-making process by including stakeholder
conslderations in board papers as appropriate, and board papers are carefully reviewed and considered by all directors.

ON BEHALF OF THE BOARD
{\.A«.\J.Ln. [ 0 L\)%
Nicola Connelly

Director
23 June 2026
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SP TRANSMISSION PLC
DIRECTORS’ REPORT

The directors present their report and audited Accounts for the year ended 31 Decernber 2025,

INFORMATION CONTAINED WITHIN THE STRATEGIC REPORT

The directors have chosen ta disclose information on the following, required by the Companies Act 2006 to be included in
the Directors’ Report, within the Strategic Report, found on pages 1 to 11:

s information on financial risk management and policies;

¢ information regarding future developments of the business;

+ information in refation to innovation activities; and

s information on employee regulations and policies.

RESULTS AND DIVIDEND
The net profit for the year amounted to £149.6 million (2024 £155.8 mitlion). A dividend of £200.0 million was paid during
the year (2024 £91.1 mitlion). :

CORPORATE GOVERNANCE )

Statement regarding the corporate governance arrangements of the Company

As required by section 7.2 of the Disclosure Guidance and Transparency Rules, the directors of the Company have set out
a corparate governance statement for the Company.

The ultimate parent of the Company is |berdrola, S.A., whose shares are listed on all four stock markets in Spain. The
Company, which has as its direct parent company SPENH and is part of the SPENH Group, does not apply a corporate
governance code on the hasis that it, as part of the SPENH Group, has adopted the rules and principles of the SPENH Group
as they have heen set hy the board of directars of SPENH {“the SPENH Board”), in accerdance with its terms of reference
and the Foundations for the Definition and Coordination of the therdrola Group, all of which are based on widely
recognised good governance recommendatians ("the SP Energy Networks Governance and Sustalnability System"), Those
rules and principles of the SP Energy Networks Governance and Sustainability System that applied to the Company as part
of the SPENH Group during 2025 are set out below.

The SP Energy MNetworks Governance and Sustainability System is published on www.spenergynetworks.co.uk under
‘Corporate Governance’.

Corporate governance system

The Company is governed by the Board, which consists of five directors at the date of approval of these accounts, who
bring a broad range of skilts and experience to the Company. The Board is regulated in accordance with the Company’s
Articles of Association. :

in discharging its responsibilities and 10 the exarcise of its decision-making powers, and in accordance with the Company’s
Artictes of Association, the Board has adhered to the SP Energy Networks Governance and Sustainability Systetn which
applies to the Company as part of the SPENH Group. The SP Energy Networks Governance and Sustainability System
includes the internal corparate rules approved by SPENH in accordance with the Foundations for the Definition and
Coordination of the therdrola Group and the Ethical and Basic Principles of Governance and Sustainability of the lberdrola

group.
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) CORPORATE GOVERNANCE continued
Board composition
The directors whao held office during the year were as follows:

Scott Mathiesan

Pearse Murray (resigned 30 December 2025)
Rt Hon. Charles Hendry

Gillian King

Guy Jefferson’

Nicola Canneily

Lord Huttan of Furness (resigned 5 May 2025}

Beatrice Helene Baker Pessda de Araljo was appointed as a director on 1 January 2026. Scott Mathieson ceased to be a .
director on 22 January 2026.

There is no separate Appointments Committee within the SPENH Group. instead, appointment matters relevant to the
SPENH Group and the Company are dealt with in accordance with an internat group procedure for approving proposed
appointments or removals of directors at companies in which the lberdrola Group holds an interest.

Purpose and values

The structure of the Company, and the SPENH Group, is set out in the Strategic Report. During 2025, the Board has taken
into account the Purpose and Values of the lberdrola Group which are published on www.spenergynetworks.co.uk under
‘Corporate Governance’. This documents defines and promotes the purpose and values of the Company and the SPENH
Group.

Director responsibilities - )

The directors are fully aware of their duties under the Companies Act 2046, including as set out in Section 172 of the same.
The primary responsibility of the Board is to supervise and make decisions as required in refation to the activities of the
Company's business, in accordance at all times with the SP Energy Netwarks Governance and Sustainability System and
the provisions of all applicable legislation and regulations.

The Board has the necessary autonomy to carry out the day-to-day management and effective administration of the
Company, as well as responsibility for its ordinary control.

Further relevant information on the administrative, management and supervisory bodies of the SPENH Group, as they are
pertinent to the Company, are described in the section below. .

Opportunity and risk

The delivery of the SPENH Group’s strategy requires the SPENH Group to conduct business in a manner benefitting
customers through balancing cost and risk while delivering shareholder value and protecting performance and reputation
by prudently managing the risk inherent in the business.

To maintain this strategic direction, Energy Networks develops and implements risk management policies and procedures
and promotes a robust control environment at all levels of the organisation. Details of the risk policies applicable to the
Company are published on www.spenergynetworks.co.uk under ‘Corporate Governance'.

During 2025, the governance structure was supported by the risk policies'of the SPENH Group. Its business risk assessment
team and independent risk management function supported the Board in the execution of due diligence and risk
management, as described in the ‘Principal risks and uncertainties’ section of the Strategic Report.

Remuneration
The directors of the Company are subject to an annual evaluation of their performance in respect of their executive
responsibilities as part of the performance management framework which is in place throughout the SPENH Group.

There is no separate Remuneration Committee within the SPENH Group. Instead, remuneration matters relevant to the
Company are dealt with in accordance with the aforementioned performance management framework.
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CORPORATE GOVERNANCE continued

Stakeholders

The Board fully recognises that effective and meaningful engagement with stakeholders is key to promaeting the success of
the Company. The details of key stakeholders, why they are important to the Company, and how it engages with its
stakeholders are an integral part of its strategic goals and are described in the Strategic Report.

Administrative, management and supervisory hodies

The Baord

The Board is responsibie for the management and administration of the Company, subject to matters reserved to the
SPENH Board under its tarms of reference and the role of the SPENH Board in defining the strategy and management of
Energy Networks as a whole.

SPENH Bouard : .

The SPENH Board is responsible for the effective management of Energy Networks {excluding the group of companies
headed by ENWH {"the ENWH Group”}). The SPENH Board meets regularly and reviews strategy, operational performance
. and risk issues on behalf of the SPENH Group.

The SPENH Board comprised the Chair, Keith Anderson, and six other directors as at 31 December 2025, The directors, and
~ their attendance at SPENH Board meetings held during the period under review (five meetings), were as follows:

Keith Anderson Chair, internal, non-executive director {appointed as a director Attended three meeting's
' and chair on 26 March 2025} :
Ana T. Lafuente Gonzdlez  Chair, internal, non-executive director {resigned as Chair 26 March  Attended five meetings

20725) .
Nicala Connelly Chief Executive Officer ("CEQ™} Attended five meetings
Rt Hon. Charles Hendry External, non-executive director . Attended five meetings
Lord Hutton of Furness External, non-executive director {resigned 5 May 2025} . Attended two meetings
Gillian King External, non-executive director Attended five meetings
Mdnica Grau Domene Internal, non-executive director {resigned 21 March 2025) Attended one meeting
losé Ignacio Sdnchez-Galdn  Internal, non-executive director Attended five meetings
Garcla-Tabernera

Douglas Ness Internal, executive director (appointed 20 March 2025) Attended four meetings

Beatrice Helene Baker Pessda de Aradjo was appointed as an external, non-executive director on 1 January 2026.

The terms of reference of the SPENH Board together with rest of the SP Energy Networks Governance and Sustainability
System approved by the SPENH Board, are published on www.spenergynetworks.co.uk under ‘Corporate Governance’ and
further define the responsibilities and powers of the SPENH Board as regards the Energy Networks business and its
stakeholders.

SPENH Audit and Complionce Committee ("SPENH ACC"}

The SPENH ACC, a permanent Internal hody, has an informative and consultative role, without executive functions, with
powers of information, assessment and gresentation of proposals to the SPENH Board within its scope of action, which 1s
governed by the Articles of Association of SPENH and by the terms of reference of the SPENH ACC.

The SPENH ACC met five times during the year under review. The members of the SPENH ACC and their attendance record
are shown below:

Gillian King 'Chair, external, non-executive director Attended five meetings
Rt Hon. Charles Hendry External, non-executive director Attended five meetings
Ménica Grau Domene Internal, non-executive director (resigned on 21 March 2025)  Attended onhe meetings

Douglas Ness Internal, executive director {appointed 20 March 2025) Attended four meetings
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CORPORATE GOVERNANCE continued

The SPENH ACC's responsibilities include:

¢ monitoring the financial and non-financial information preparation processes for the SPENH Group {excluding the
ENWH Group);

« overseeing the independence and efficiency of Energy Networks' Internal Audit department {excluding the Internal
Audit department of the ENWH Group);

= overseeing and reviewing the activities of Energy Networks’ compliance and risk management departments (excluding
the compliance and risk management departments of the ENWH Group);

*  monitoring the statutory audit of the Annual Report and Accounts of the SPENH Group (excluding the ENWH Group);
and '

* monitoring the independence of the external auditor and recommending to the SPENH Board the appomtment or
reappointment of the auditor and the associated terms of engagement.

The issues that the SPENH ACC specifically addressed are detailed In Its report which is published on
www.spenergynetworks.co.uk under ‘Corporate Governance’ / ‘Board of Directors’. The SPENH ACC's terms of reference
are published at www.spenergynetworks.co.uk under ‘Corporate Governance' and further define the responsibilities of
the SPENH ACC,

DIRECTORS' INDEMNITY

In terms of the Company's Articles of Association, a quailfvmg indemnity prowsmn Is in force for the benefit of all the
directors of the Company and has been in force during the financial year. In addition, the directors have been granted a
qualifying third party indemnity provision, which continues in force,

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ANNUAL REPORT AND ACCOUNTS 7
The directars are responsible for preparing the Annual Report and Accounts in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they haye
elected to prepare the financial statements in accordance with UK accounting standards and applicable law (UK Generally
Accepted Accounting Practice), including Financial Reparting Standard 101 ‘Reduced Disclosure Framework’,

Under company law, the directars must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the Company and of the profit or loss of the Company for that periad. In preparmg
these financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonableé and prudent;

* state whether applicable UK accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements;

= assessthe Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going cancern;
and

«  use 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. '

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any timé the financlal position of the Company and
enable them to ensure that their 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 resgonsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Caompany 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 comply with that law and those regulations,
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STATEMENT OF DIRECTORS’ RESPONS!BILITIES IN RESPECT OF THE ANNUAL REPORT AND ACCOUNTS continued

The directors are responsible for the maintenance and integrity of the corporate and financial information relating to the
Company thatis included on the ScottishPower website. Legislation in the UK governing the preparation and dissemination
of financial statements may differ from legistation in other jurisdictions.

Disclosure of information to auditor

Each of the directors in office as at the date.of this Annual Report and Accounts canfirms that:

« 50 faras they are aware, there is no relevant audit information of which the Company’s auditor’is unaware; and

+ they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any
relevant audlt 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 Companies
Act 2006. ’ ‘

AUDITOR
KPMG LLP was re-appointed as the auditor of the Company for the year ended 31 December 2026,

ON BEHALF OF THE BOARD

A . M- Conmart

Nicota Connelly
Director
23 June 2026
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF SP TRANSMISSION PLC

1" Our opinion is unmeadified

We have audited the financial statements of SP Transmission plc {“the Company”} for the year ended 31 December 2025
which comprise the Staternent of financlal position, income statement, Statement of comprehensive income, Statement
of changes in equity, and the related notes, including the accounting policies In Note 2.

I our opinion the financial statements:

e give a true and fair view of the state of the Company's affairs as at 31 December 2025 and of its profit for the year
then ended;

s have been properly prepared in accordance with UK accounting standards including FRS 101 Reduced Disclostire
Framework; 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 International Standards on Auditing (UK) ("15As (UK)"} and applicable law. Our
responsibilities are described below. We believe that the audit evidence we have obtained is a sufficient and appropriate
basls for our opinion. Our audit opinion is consistent with our report to the Audit and CompHance Committee.

We were first appointed as auditor by the directors on 11 January 2018. The period of total uninterrupted engagement is
for the nine financlal years ended 31 December 2025. We have fulfilled our ethical responsibilities under, and we remain
independent of the Company in accordance with, UK ethical requirements including the FRC Ethical Standard as applied to
listed public interest entities. No non-audit services prohibited by that standard were provided.

2 HKeyaudit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgement, were of most significance in the audit of the
financial statements and include the most significant assessed risks of material misstatement {whether or not due to fraud)
identified by us, including those which had the greatest effect on: the overall audit strategy; the allocation of resources in
the audit; and directing the efforts of the engagement team. We summarise below the key audit matter {unchanged from
2024), in arriving at our audit opinion above, together with our key audit procedures to address that matter and, as
required for public interest entities, our results from those procedures. This matter was addressed, and our results are
based on procedures undertaken, in the context of, and solely for the purpose of, our audit of the financial statements as
a whole, and in forming our opinion thereon, and conseguently are incidental to that opinion, and we do not provide &
separate opinion on this matter.

Capital expenditure during the year
(£820.1 million; 2024 £659.6 million)

Refer to page 26 {accounting policy) and page 33 {financlal disclosures)

The risk — Accounting Treatment — The Company continues to undertake major capital projects, including significant
enhancements to the transmission networks. Property, plant and equipment (including those assets In the course of
construction) is quantitatively the most significant amount on the Company’s Statement of Financial Position and Is the
most significant area of audit effort, The determination of project costs as capital or operating expenditure Is inherently
judgmental as there is a need to distinguish between enhancement and maintenance works.

Our response — We performed the tests noting that the nature of the balance Is such that we would expect to obtain audit
evidence primarily through the detailed procedures described. Our procedures included:

Control design and observation: Evaluating the design and operating effectiveness of a selection of the Company's controls
over the capital expenditure process including the approval of the capital expenditure.

Test of details: We critically assessed the capital nature of a statistical sample of additions to property plant-and equipment
in the year.

Assess transparenc'y: We assassed the adequacy of the Company’s disclosures of its capitalisation poficy.

Cur results — We found the accountihg treatment and related disclosures for capital expenditure to be acceptable.
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INDEPENDENT AUD]TOR’S REPORT
TO THE MEMBERS OF SP TRANSMISSION PLC continued

3 Qur application of materiality and an overview of the scope of our audit
Materiality for the financial statements as a whole was set at £26.1 million {2024 £22.0 million), determined with reference
to a benchmark of total assets, of which it represents 0.5% (2024 3.5%).

In line with our audit methodalogy, our procedures on individual account balances and disclosures were performed to a
lower threshold, perfarmance materiality, so as to reduce to an acceptable level the risk that individually immaterial
misstatements in individual accounts balances add up to a material amount across the financial statements as a whole,
Performance materiality was set at 75% {2024 75%}) of materiality for the financial statements as a whole, which equates

© to £19.6 million {2024 £16.6 million}. We applied this percentage in our determination of performance materiality because
we did not identify any factors indicating an elevated level of risk.

We agreed to report to the SPENH Audit and Compliance Committee any corrected or uncorrected identifled
misstatements exceeding £1.3 million {2024 £1.1 million), in addition to other identified misstatements that warranted
reporting on qualitative grounds.

Our audit of the Company was undertaken to the materiality level specified above and was performed by.a single audit
team.

4 Going concern

The directors have prepared the financial statements on the going concern hasis as they do not intend to liguidate the
Company or to cease Its operations, and as they have concluded that the Company's financial position means that this is
realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt over its
ability to continue as a going concern for at least a year from the date of approval of the financial statements {“the going
concern period”), ‘ '

in our evaluation of the directors’ conclusions, we considered the inherent risks to the Company's business mode] and
analysed how those risks might affect the Company’s financial resources or ability to continue operations over the going
cancern pertod, In performing this assessment, we also considered the Company's rellance on financial support from its
immediate parent undertaking, including the letter of support provided by SPUK.

The Company operates within a centrally managed treasury and funding model and standalone cash flow forecasts indicate
that, In hoth the base case and reasonably possible downsides, the Company will require additionat funds, through funding
" from SPUK, to meet Its liabilities as they fall due for at least twelve months from the date of approval of these financial
statements. Accordingly, the directors have considered the Intention and ability of SPUK to provide the required support
angd have not identified any reasons to believe that it will not do so. We have evaluated the appropriateness of this
approach, including consideration of reasonably possible downside scenarios reflected within the group forecasts. Given
this structure, no standalone sensitivities specific to the Company have been disclosed.

We considered whether the going concern disclosure in Note 1B2 to the financial statements gives a-full and accurate
description of the directors' assessment of going concern, including the identified risks and dependencies,

Qur conclusions based on this work:

o we consider that the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is appropriate; i :

+ we have not identified, and concur with the directors’ assessment that there is not, a material uncertainty related to
events or conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue
as a gaing concern for the going concern period; and

+ we found the going concern disclosure in Note 1B2 to be acceptable.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are
incansistent with judgements that were reasonable at the time they were made, the above conclusions are not a guarantee
that the Company wilf continue in operation.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF SP TRANSMISSION PLC continued

5 Fraud and breaches of laws and regulations ~ ahility to detect

Identifying and responding to risks of material misstaternent due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could Indicate
an incentive or pressure to commit fraud or provide an apportunity to commit fraud. Our risk assessment procedures
included: . :
s Enquiring of directors, the internal audit function, the group’s legal function and the compliance function and
inspection of policy documentation as to the Company’s high-level policies and procedures to prevent and detect
fraud and the Group’s channel for “whistieblowing”, as well as whether they have knowledge of any actual, suspected
or afleged fraud.

Considering remuneration incentive schemes and performance targets for directors.

Reading Board and Group Audit and Compliance Committee minutes.

Using analytical procedures to identify any unusual or unexpected relationships.

Consultation with our own forensic professional regarding the identified fraud risks factors. This involved discussion
hetween the forensic professional and the senior members of the engagement team.

We communicated identifled fraud risks throughout the audit team and remalned alert to any Indications of fraud
throughout the audit. :

As required by auditing standards and taking into account any potential pressures to meet profit targets, recent revisions
to guidance and our overall knowledge of the control environment, we performed procedures to address the risk of
management override of controls, in particular the risk that management may be In a position to make inappropriate
accounting entries and the risk of bias in accounting estimates and judgements. On this audit we do not believe there isa
fraud risk related to revenue recognition because, the Company's revenues consist entirely-of routine, non-complex
transactions which are subject to systematic processing and do not require significant judgement.

We did not identify.any additional fraud risks.

We performed procedures including identifying journal entries and other adjustments to test based on risk criteria and
comparing the identified entries to supporting documentation. These included those posted by senior finance
management and those posted to revenue or cash where the other side of the entry was to an unexpected account,

Identifying and responding to risks of materiol misstatement related to non-compliance with laws and regulations _
We identlfied areas of laws and regulations that could reasonably be expected to have a material effect on the financial
statements from our general commercial and sector experience, through discussion with the directors and other
management (as required by auditing standards), and from inspection of the Company’s regulatory and legal
correspondence and discussed with the directors and other management the policies and procedures regarding
compiiance with laws and regulations.

As the Company is regulated, our assessment of risks involved gaining an understanding of the control environment
including the entity's procedures for complying with regulatory requirements. We communicated identified laws and
regutations throughout our team and remained alert to any indications of non-compliance throughout the audit.

~ The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to Jaws and regulations that directly affect the financlal statements Including financial
reporting legisiation Including related companies legislation, distributable profits iegislation, pensions legislation in respect
of multi-employer defined benefit pension schemes, tax legislation and regulatory requirements governing certain revenue
streams and we assessed the extent of compliance with these laws and regulations as part of our procedures on the related
financial statement items.

Secondly, the Company Is subject to many other laws and regulations where the consequences of non-compliance could
have a material effect on amounts or disclosures in the financlal statements, for instance through the imposition of fines
or litigation or the toss of the Company’s licenses to operate. We identified the following areas as those most likely to have
such an effect; GDPR compliance, health and safety legislation, fraud, corruption and bribery legislation, employment and
social security legislation including minimum wage and pension auto-enrolment, environmental protection legislation,
Ofgem regufations and distance selling regulations, recognising the regulated nature of the Company’s activities. Auditing
standards limit the required audit procedures to identify non-compliance with these laws and regulations to enquiry of the
directors and other management and inspection of regulatory and legal correspondence, if any. Therefore, if a breach of
operational regulations is not disclosed to us or evident from relevant correspondence, an audit will not detect that breach.
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF SP TRANSMISSION PLC continued

5  Fraud and breaches of laws and regulations — ability to detect continued
We discussed with the Audit and Compliance Committee other matters related to actual or suspected breaches of laws or
regulations, for which disclosure is not necessary, and considered any implications for our audit.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the Inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the financial statements, aven though we have properly planned and performed our audit in accordance
with auditing standards. for example, the further removed non-compliance with laws and regulations is from the events
and transactions reflected in the financial statements, the less likely the inherently limited procedures required by auditing
standards would identify it.

In addition, as with any audit, there remained a higher risk of non- detection of fraud, as fraud may invalve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls. Qur audit procedures are designed
to detect material misstatement. We are not responsible for preventing non-compliance or fraud and cannot be expected
to detect non-compliance with all laws and regulations. :

6 We have nothing to report on the Annual Report

The directors dre responsible for the other information presented in the Annual Report together with the financial
statements. Qur opinion on the financial statements doas not cover the other information and, accordingly, we do not
express an audit opinion or, except as explicitly stated below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and, In doing so, consider whether, based on our financial statements
audit work, the information thergin is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work we have not ldentified material misstatements In the other information.

Strategic report and the directors’ report

Based solely on our work on the other information:

¢ we have not Identified material misstatements in the strategic report and the directors’ report;

*  in our opinion the information given in those reports for the financial year is consistent with the financial statements;
and ' :

* in our apinion those reports have been prepared in accordance with the Companies Act 2006.

7  We have nothing to report on the other matters on which we are required to report by exception

Under the Companies Act 20086, we are required to report to you if, in our opinion:

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

o the financial statements are not in agreement with the accounting records and returns; or

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

e we have not received all the informatlon and explanations we require for our audit.

We have nothing to report in these respects.

8  Respective responsibilities

Directors’ responsibilities ) _
As explained more fully in their statement set out on pages 15 and 16, the directors are responsibie for: the preparation
of the financial statements including being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financlal statements that are free from material misstatement,
whether due to fraud or error; assessing the Company’s abillity 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.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF SP TRANSMISSION PLC continued

8 Respective responsibilities continued

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 15As {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.

9  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.

Digitally signed by
Gordon Gordon Herbertson

Date: 2026.06.24 17:56:55

Herbertson e

Gordon Herbertson (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
319 St. Vincent Street
Glasgow
G2 5AS

24 june 2026
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SP TRANSMISSION PLC
STATEMENT OF FINANCIAL POSITION

at 31 December 2025
2025 2024
Notes £m £m
NON-CURRENT ASSETS'
Intangible assets 7.5 45 .
Praperty, plant and equipment 3 4,976.2 4,263.0
Right-of-use assets 4 26.1 255
Investments in joint venture 5 - -
Trade and other receivables 6 0.1 -
5,009.9 4,293.0
CURRENT ASSETS '
Inventories 15 1.7
Trade and other recelvablas 6 210.8 49.5
Current tax asset 233 17.4
Derivative financial instruments 7 0.1 -
Cash 0.5 4.3
236.2 72.9
TOTAL ASSETS 5,246.1 4,365.9
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT
Share capital ’ 385.0 385.0
" Hedge reserve {5.6) (9.0}
Retained earnings 714.0 664.4
TOTAL EQUITY 1,093.4 1,040.4
NON-CURRENT LIABILITIES
Deferred income 8 240.9 2126
Provisions 9 10.4 11.1
Loans and other borrowings 10 2,719.1 1,968.8
Derivative financial instruments 7 4.4 9.9
Lease liabilities 4 25.8 25.0
Trade and other payabjes 11 2.1 0.9
Deferred tax labilities. 12 483.7 412.5
. 3,486.4 2,640.8
CURRENT LIABILITIES
Deferred income 8 5.8 5.5
Loans and other borrowings 10 203 180.9
Derivative financial instruments 7 2.2 i6
Cther financial liabilities - 0.1
Lease liabilities 4 1.7 i8
Trade and other payables 11 636.3 4948
. 666.3 684.7
TOTAL LIABILITIES 4,152.7 31,3255
TOTAL EQUITY AND LIABILITIES 5,246.1 4,365.9

Approved by the Board and signed on its behalf on 23 June 2026:

Mo, T Lo

Nicola Cannelly
Director

The accompanying Notes 1 to 23 are an integral part of the Statement of financial position at 31 December 2025,
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SP TRANSMISSION PLC
INCOME STATEMENT
for the year ended 31 December 2025

2025 2024

Nates Em £m

Revenue 13 5627 507.0
GROSS MARGIN 562.7 507.0
Staff costs 14 {15.5} {7.5)
External services {103.9) (66.0)
Qther operating results 9.1 12.8
Net aperating costs {110.3} (60.7)
Taxes ather than income tax 15 {48.1) (46.9)
GROSS OPERATING PROFIT 404.3 399.4
Depreciation and amortisation charge, allowances and provisions 16 {103.9) (99.1)
OPERATING PROFIT 300.4 300.3
Finance income 17 0.2 41
Finance costs 18 {104.4) {93.5)
PROFIT BEFORE TAX 196,2 210.9
Income tax 15 (46.6) {55.1)
NET PROFIT FOR THE YEAR 149.6 155.8

Net profit for both years is wholly attributable to the equity holder of 5P Transmission ple.

© All results relate to continuing operations.

The accompanying Notes 1 to 23 are an integral part of the Income statement for the year ended 31 December 2025.
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SP TRANSMISSION PLC
STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2025

2025 2024
£m £m
MNET PROFIT FOR THE YEAR 149.6 155.8
OTHER COMPREHENSIVE INCOME i
Iterms that may be subsequently reclassified to the Income statement:
Change in the' value of cash fiow hedges 4.4 {10.8}
Tax relating to cash flow hedges (1.1) 2.7
OTHER COMPREHENSIVE INCOME FOR THE YEAR 3.3 (8.1}
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 152.9 147.7

Total comprehensive income far both years is wholly attributable to the equity holder of SP Transmission plc.

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2025 |
Share Hedge Retained

. capital reserve ' earnings
(Mote {a)]  (Nate (b)) {Note {c)) Total

. £m £m £m £m
At 1 January 2024 ' 385.0 (0.9) 599.7 983.8
Profit for the year attributabie to the equity holder of the Company - - 155.8 155.8
Changes in the value of cash flow hedges ' - (10.8) - (10.8)
Tax relating to cash flow hedges - 2.7 - 27
Dividends - - {91.1} (91.1)
At 31 December 2024 and 1 fanuary 2025 385.0 (9.0 664.4  1,040.4
Profit for the year attributable to the equity holder of the Company - - 149.6 149.6
Changes in the value of cash flow hedges - recognised in
other comprehensive income- ‘ - 4.4 - 4.4
Hedging gains and losses transferred to non-financial assets -
not recognised in other comprehensive income - 0.1 - a1
Tax relating to cash flow hedges - recognised in other comprehensive income - {1.1) - (1.1)
Dividends - - (100.0)  (100.0)
At 31 December 2025 385.0 {5.6) 714.0 1,093.4

{a) At31 December 2025, the Campany had 385,000,000 allatted, calted up and fully paid ordinary shares of £1 each (2024 385,000,000). The holder
of these crdinary shares is entitled to dividends as declared from time to time; amounts on the capitatisation of profits and reserves; and nofice
and attendance at general meetings of the Company, with every member entitled to one vote on a show of kands and on a poll one vote for every

share held.
(b} The Hedge resarve reprasents the balance of gains and losses on cash flow hedges (net of taxation) not yet transferred ta incame or the carrying

amount of a non-financial asset.
{c) Retained earnings comprise the cumulative balance of profits and losses recognised in the financial statements as adjusted for transactions with

shareholders, principally dividends.

The accompanying Notes 1 to 23 are an integral part of the Statement of comprehensive income, and the Statement of
changas in equity for the year-ended 31 December 2025.
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SP TRANSMISSION PLC
NOTES TO THE ACCOUNTS
31 December 2025

1 BASIS OF PREPARATION

A COMPANY INFORMATION

SP Transmission pic, registered company number SC189126, is a private company limited by shares, incorporated in
Scotland and its registered address is 320 5t. Vincent Street, Glasgow, Scotland, G2 SAD.

B BASIS OF PREPARATION

B1 BASIS OF PREPARATION OF THE ACCOUNTS

The Accounts are prepared in accordance with the accounting policies set out in Note 2. Monetary amounts are presented
in pounds Sterling and rounded to the nearest hundred thousand unless otherwise indicated. The Accounts are prepared
on the historical cost basis apart from certain financial assets and liabilities measured at fair value.

The Accounts have heen prepared in accordance with Financial Reporting Standard 101 'Reduced Disclosure Framework'
{(“FRS 101"). In applying FRS 101, the Company has made amendments where necessary in order to comply with the
Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions has been taken:

» the preparation of a Statement of cash flows and the related notes;

« comparative period recondiliations for property, plant and equipment and right-of-use assets;

o disclosures in respect of transactions with whally-owned subsidiaries of Iberdrola, S.A.;

s disclosures in respect of capital management;

» the effects of new, but not yet effective, International Accounting Standards {"IAS") pronouncements; and

s disclosures in respect of the compensation of key management personnel,

As the consolidated financiat statements of SPUK incfude the equivalent disclosures, the Company has also taken the
following available exemptions under FRS 101:

s certain disclosures required by [FRS 13 ‘Fair Value Measurement’;

« disclosures required by [AS 12 ‘Income Taxes' relating to Pillar Two model rules in respect of deferred tax assets and
+ labilities; and .

» disclosures required by IFRS 7 ‘Financial Instruments: Disclosures’ {“IFRS 77).

The Company has one operating segment.

Where the Company is party to a joint operation the financial statements include the Company's share of the joint .
operation’s assets, liahilities, profit or loss or other comprehensive income on a line-by-line basis.

B2 GOING CONCERN ) _
The financial statements have been prepared on a going concern basis which the directors consider to be appropriate for
the following reasons..

The principal activity of the Company ts the ownership of the electricity transmission network in the Central and Southern
Scotland area within the group headed by SPUK {“the SPUK Group”}, the Company's intermediate parent company. The
Company’s cash flows are, therefore, dependent on the continuation, volume, and pricing of those operations and have
been considered as part of the SPUK Group’s cash flow forecasts, on which the directors of SPUK have performed an
assessment of reasonably possible downsides.

Cash and liquidity are managed centrally by the ScottishPower Treasury function {via a cash pooling arrangement}, with
working capital requirements of the Company funded by SPL, the parent company of SPUK. SPUK provides financial support
to the Company and SPUK itself relies on support from SPL, Centralised funding and cash management aligns with the
iherdrola Group model. ‘

The directors have performed a going concern assessment using annual cash flow forecasts, which indicates that, in both
the base case and reasonably possible downsides, the Company will require additional funds, through funding from SPUK,
to meet its liabilities as they fall due for at least twelve months from the date of approval of these financial statements,
the golng concern assessment period.

The Company has net current liabitities of £430.1 million. Notwithstanding this, SPUK has indicated its intention to continue
to make available such funds as are needed by the Company. As with any company placing reliance on ather group entities
for financial support, the directers acknowledge that there can be no certainty that this support will cantinue although, at
the date of approval of these financial statements, they have no reason to believe that it will not do so.
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SP TRANSMISSION PLC
NOTES TO THE ACCOUNTS continued
31 December 2025

1 BASIS OF PREPARATION continued

Consequently, the directors are confident that the Company will have sufficient funds to continue to meet its liabilities as
they fall due for at least twelve months from the date of approval of the financial statements and, therefore, have prepared
the financial statements on a going concern basis.

C IMPACT OF MEW 1AS

In preparing these Accounts, the Company has applled all relevant standards and interpretations that have been adopted
by the UK as of the date of approval of these Accounts and that are mandatory for the financial year ended 31 December
2025,

For the year ended 31 December 2025, the Company has applied the following amendments to standards for the first time
and their application has not had a material impact on the Company’s accounting policies, financial position or
performance:

«  Amendments to 1AS 21 ‘The Effects of Changes in Foreign Exchange Rates: Lack of Exchangeability’; and

*  Amendment to iFRS 9 Financial Instruments’ (“IFRS 9”) and IFRS 7 ‘Contracts with Nature-dependent Electricity’.

The Company has early adopted the aforementioned Amendments to IFRS 9 and IFRS 7 and has applied these amendments
effective from 1 January 2025,

In May 2026, the internationat Accounting Standa rds Board published 1FRS 20 'Regulatory Assets and Regulatory Liabilities’,
which replaces IFRS 14 ‘Regulatory Deferral Accounts’. The Company is assessing the impact of this Standard on the
Company’s accounting policies, financial position and performance, and considering its adoption options.

2 JUDGEMENTS, ESTIMATION UNCERTAINTIES AND PRINCIPAL ACCOUNTING POLICIES

Management may be required to make a number of judgements and assumptions regarding the future and about other
sources of estimation uncertainty at the end of the reporting period that may have a significant risk of resuiting in a material
adjustment to the reported amounts of assets and liabilities within the next financial year. The Company had no such
significant judgements or estimation uncertainties.

‘Management has also considered a non-significant judgement relating to climate change. This consideration focussed on
the Company’s going concern position. No material impact on the judgements and estimates made in the preparation of
the financial statements has heen identified.

Property, plant and equipment Is depreciated over the estimated operational lives of the assets. The useful economic lives
applied are estimated by management based on their experience and reviewed at least annually. When management
identifies that actual useful economic lives differ materially from the estimates used to calculate depreciation, that charge
is adjusted prospectively.

Additionally, consideration has been given to any estimates over the longer-term which should be disclosed to allow for
an understanding of the financial statements. The Company has no estimates of this nature to disclose.

PRINCIPAL ACCOUNTING POLICIES .

The principal accounting policies applied in preparing the financial statements are set out below. In the process of
determining and applying these accounting policies, judgement, apart from those involving estimations {as noted abave),
-is often required that can significantly affect the amounts recognised in the financial statements, Management has made
no such judgements.

A PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost and-depreciated on a straight-line basis over the estimated operational
lives of the assets once commissioned. Property, pfant and equipment Includes capitalised employee costs, interest, lease
depreciation and other directly attributable costs. Borrawing costs directly attributable to the acquisition, construction or
praduction of major qualifying assets (i.e. assets that necessarily take a substantial period of time to get ready for their
intended use) are added to the cost of those assets, untll such time as the assets are substantially ready for their intended
use,
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SP TRANSMISSION PLC
NOTES TO THE ACCOUNTS continued
31 December 2025

2 JUDGEMENTS, ESTIMATION UNCERTAINTIES AND PRINCIPAL ACCOUNTING POLICIES continued

Broperty, plant and equipment also includes transfers of assets from inventories being generic maintenance parts which
are capitalised once used in the construction of significant assets. Reviews of the estimated remaining lives and residual
values of property, plant and equipment are undertaken annually. Residual values are assessed based on prices prevailing
at each repaorting date.

Land Is not depreciated. The main depreciation periods used by the Company are set out below.

Years
Transmission facilities TAQ - 60
Other items of property, plant and equipment 5 - 50

2 LEASED ASSETS

A contract Is, or contains a lease if, at its inception, the contract conveys thé right ta control the use of an identified asset
for a periad of time in exchange for consideration. To assess whether a contract conveys the right to control the use of an
identified asset, the Company uses the definition of a lease in [FRS 16 ‘Leases’ {"IFRS 16"}

An identified asset will be specified explicitly or implicitly in the contract and wilt be physically distinct or represent
substantially all of the capacity of a physically distinct asset. If the supplier has a substantive substitution right, the asset is
not identified.

A contract conveys the right to control the use of an identified asset if the customer has the right to obfain substantially
all of the economic benefits from use of the asset throughout the period of use, and the customer has the right to direct
the use of the asset. The customer has this right when they have the decision-making rights that are most relevant to
changing how and for what purpose the asset is used. Where this is predetermined, the customer has the right to direct
the use of the asset if either they have the right to operate the asset or they designed the asset in a way that predetermines
how and for what purpases it will be used.

The Company has elected not to separate non-iease components and thus accounts for the lease and non-lease
components in a contract as a single lease component.

As a lessee, the Company recognises a right-of-use asset at the lease commencement date measured initially at cost. This
comprises the initial amount of the lease liability adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset, or restore
the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is suhsequently depreciated on a straight-fine basis from the commencement date over the shorter
of the useful life of the underlying asset and the lease term. The right-of-use asset is reduced by any impairment losses
and adjusted for certain remeasurements of the fease liability. The Company presents right-of-use assets within Non-
current assets in the Statement of financial position and the depreciation charge is recorded within Depreciation,
amartisation and provisions in the Income statement.

The lease liabitity recognised at the commencement date is measured initially at the present value of the lease payments
that are not paid at that date. Where the rates implicit in the leases cannot be readily determined, the liabilities are
discounted using the Company's incremental borrowing rate, being the currency-specific interest rate that would be
incurred on a loan, with similar terms, to purchase a similar asset. The incremental borrowing rates will be updated
annually and applied to leases commencing in the subsequent year. Therefore, the lease liability is measured at amortised
cost using the effective interest rate method. Lease payments included in the measurement of the lease liability comprise
fixed payments {including in-substance fixed payments); variable lease payments that depend on an index or a rate initially
measured using the index or rate at the commencement date; lease payments in an optional renewatl period if the
Company is reasonably certain fo exercise an extension option; and penalties for early termination of a lease unless the
Company is reasonably certain not to do so.

“The lease liability Is remeasured when there is a change in the future lease payments arising from a change in the index or
rate, or if the Company changes its assessment of whether it will exercise a purchase, extension or termination option.
This change in the lease Hability will result in a corresponding adjustment to the carrying amount of the right-of-use asset,
or in profit or loss if the carrying amount of the right-of-use asset is zero.
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SP TRANSMISSION PLC
NOTES TO THE ACCOUNTS continued
31 December 2025

2 JUDGEMENTS, ESTIMATION UNCERTAINTIES AND PRINCIPAL ACCOUNTING POLICIES continued
The Company presents lease liabilities separately in the Statement of financial position; the discount on the liabilities
unwinds over the term of the lease and is charged to Finance costs in the Income statement:

The Company has elected not to recognise right-of-use assets and lease liabilities for certain short-term leases that have a
lease term of twelve months or less, and leases of intangible assets. The Company recognises any lease payments
assoaated with such leases as an expense on a straight-line basis over the lease term.

€ IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT AND LEI—\SED ASSETS

At each reporting date, the Company reviews the carrying amount of its property, plant and equipment and leased assets
{where relevant) to determine whether there is any indication that those assets have suffered an impairment loss. i any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
Joss (if any). In assessing value-in-use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of maoney, the risks specific to the asset and
lease Habilities under IFRS 16.

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated recoverable amount. 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. Any impairment is recognised in the Income statement In
the period in which It is identified. Impairment losses recognised in prior periods are assessed at each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss Is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been recognised, net of depreciation or
amortisation, if no impairment loss had been recognised.

[ INVESTMENTS IN JOINT ARRANGEMENTS

Joint arrangements are arrangements that are jointly controlled by the Company and at least one other party. Joint control
is the contractually agreed sharing of control of an arrangement i.e. when decisions about the relevant activities require
the unanimous consent of the parties sharing control. A joint arrangement where the Company and the other parties to
the joint arrangement have rights to the net assets of the arrangement, Is a joint venture, Where the parties have rights
to the assets of the arrangement and obligations for its liabilities, the arrangement is a joint operation.

loint arrangements which are structured through a separately identiflable vehicle with legal personality are joint ventures
unless there are contractual terms of the arrangements between the parties, or other refevant facts and circumstances,
with the effect of giving the parties rights to the assets and obligations for the liahilities of the Joint arrangements, in which
case the arrangements are joint operations. )

The Company recognises its interest in a joint venture as an investment and accounts for that investment using the equity
method and initially recognised at cost and adjusted thereafter for the post-acquisition change in the share of its net assets.
The Company recognises its share of the assets, Habilities, income, and expenses relating to its interests in joint operations
on a line-by-line basls.

£ FINANCIAL INSTRUMENTS
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial lability or equity
instrument of another entity.

E1l  FINANCIAL ASSETS

E1.E CLASSIFICATION

Financlal assets are classified as measured at amortised cost or fair value through profit and lass (“FVTPL"). The Comgany's
business model for managing financial assets refers to how it manages them 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 husiness model of the Company does not depend on the intentions of management
far an individual instrument. Therefore, it is not an instrument-by-instrument classification approach and should be
determined from a higher level of aggregation. '
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SP TRANSMISSION PLC
NOTES TO THE ACCOUNTS continued
31 December 2025

2 JUDGEMENTS, ESTIMATION UNCERTAINTIES AND PRINCIPAL ACCOUNTING POLICIES continued

A financial asset is measured at amortised cost if it meets bath of the following conditions:

* itis held within a business model whose objective is to hold assets to collect contractual cash flows; and

s its contractual terms give rise, on specified dates, to cash flows that are solely payments of principal and interest on
the principal amount outstanding, This assessment is referred to as the 'SPPI’ test.

Financial assets are only subsequently reclassified when the Company changes its business model for managing
them. Reclassifications are effective from the first day of the first reporting period folfowing the change in business
maodet. Such reclassifications are expected 1o be infrequent,

On demand loans receivable are classified as non-current in the Statement of financial pasition unless the Company
expects to realise the assets within twelve months after the reporting date, in which case the loans are classified as
current. Trade receivables are classified as current if collection is expected in twelve months or less, or within the
normal operating cycle of the business if longer.

E1.2 RECOGNITION AND MEASUREMENT
{a} Initial recognition and measurement

~All financial assets, except for trade receivables whlch are initially recognised when they originate, are initially
recognised when the Company becames party to the contractual provisions of the instrument.

Subject to two exceptions, financial assets are initially measured at fair value. The two exceptions are trade receivablas
without a significant financing component which are measured at the transaction price determined under IFRS 15 ‘Revenue
from Contracts with Customers’ (“IFRS 15”), and financlal assets not classified as FVTPL which are measured at fair value
plus transaction costs that are directly atiributable to its acquisition or issue. '

(b) Subsequent measurement and gains and losses

" Financial assets classified as amortised cost are subsequently measured at amortised cost using the effective interest
method. The amortised cost is reduced hy expected credit iosses. Interest income, foreign exchange gains and losses, and
net credit losses are recognised in the Income statement. Any gain or loss on derecognition is also recognised in the [ncome
statement.

Financial assets classified as FVTPL are subsequently measured at fair value. Net gains and fosses, including any interest or
dividend income, are recognised in the Income statement unless the financial asset is a derivative which is part of a hedging
relationship {refer to Note 2E3).

{c) Derecognition

A financial asset {or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised when either the rights to receive cash flows fram the asset have expired or there is no reasonable
expectation of recovering all, or a portion of, the contractual cash flows.

E2  FINANCIAL LIABHITIES

E2.1 CLASSIFICATION

Financial liabilities are classified as measured at FVTPL or amortised cost. A financial !lablhty is classsfled as FVTPLif it is
classified as held-for-trading, a derivative financial or otherwise designated as such on initial recognition.

E2.2 RECOGNITION AND MEASUREMENT

(a} Initial recognition and measurement

All financial liabilities are recognised initially at fair value and, in the case of foans and borrowings and pavables, net of
directly attributable transaction costs.

(b} Subsequent measurement and gains and losses

Financiat liabilities classified as FVTPL are measured at fair value and net gains and losses, including any interest expense;
are recognised in the Income statement unless the financial liability is a derivative which is part of a hedging relationship
(Refer to Nate 2E3).
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Other financial liabilities are subsequently measured at amortised cost using the effective interest method. Interest
expense and foreign exchange gains and fosses are recognised in the Income statement. Any gain or loss on derecoghition
is also recognised in the Income statement. This is the category most refevant to the Company as it includes interest-
bearing loans and borrowings, and trade and other payables.

Amortised cost is calcufated by taking into account any discount or premium on acquisition and fees, or costs that are an
integral part of the effective interest rate. The effective interest charge is included as Finance costs in the Income
statement. :

(c) Derecognition

The Company derecagnises a financial liability when the obligation under that fiahility is dlscharged 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 liability are substantialty modified, the original liahility is derecognised and a new liability recognised.
The difference in their respective carrying amounts is recognised in the Income statement.

£2.3 OFFSETTING OF FINANCIAL ASSETS AN FINANCIAL LIABHATIES

The Company offsets a financial asset and a financial liability, and reports the net amount, only when the Company has a
legally enforceabie right to set off the amounts and intends either to settle on a net basis or to realise the asset and settle
the liability simultaneously. :

E3 BERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING

F3.2 DERIVITIVE FINANCIAL INSTRUMENTS

The Company uses derivative financial instruments, such as forward foreign currency contracts, to hedge its foreign
currency risks. Derivatives are carried as financial assets and financial liabilities when their fair values are positive and
negative respectively.

The gain or loss on remeasurement to fair value s recognised immaediately in the Income statement, unless the derivative
is subject to hedge accounting. Where the derivative is subject to hedge accounting, the recognition of any gain or loss
depends on the nature of hedge accounting applied {refer to Note 2£3.2).

At the inception of a hedge relationship, the Company formaily designates and documents the relationship to which it
wishes to apply hedge accounting, the risk management objective, and the strategy for undertaking the hedge. The hedge
documentation identifies the hedging instrument, the hedged item, the nature of the risk being hedged and the methed
by which the Company will assess whether the hedge effectiveness requirements are met {including sources of potential
ineffectiveness and how the hedge ratio is determined). '

Ahedging relationship qualifies for hedge accounting when ali of the following effectiveness criteria are satisfied:

+ there is an economic relationship between the hedged item and the hedging instrument;

« the effect of credit risk does not dominate the value changes that result from that economic relationship; and

+ the hedge ratio of the relationship is the same as that resulting from the quantity of the hedged item and the quantity
of the hedging instrument that the Company uses to hedge that quantity of the hedged item.

E3.2 CASH FLOW HEDGES

For the signficant majority of farward foreign currency contracts the Company designates all of the forward contract (hoth
the spot and forward elements) as the.hedging instrument. The portion of gain or loss of the hedging instrument
determined to be an effective hedge is recognised in Other comprehensive income and forms part of the hedge reserve,
The ineffective portion of the change in fair value of the hedging instruments is recognised in the Income statement within
Finance income or Finance costs. If the cash flow hedge relatas to an underlying transaction which results in the recognition
of a non-financial asset, the associated gains or losses on the derivative (previously recognised In the Cash flow hedge
reserve) are recognised in the initial measurement of the. asset arising from the hedged transaction. :

In the case of cash flow hedging, any gain or loss that has been recognised in the Cash flow hedge reserve remains there
until the forecast transaction accurs. if the transactian is no longer expected to occur, the gain or foss previausly deferred
in the Cash flow hedge reserve is recognised in the Income statement. The Company discontinues hedge accounting when
the hedge instrument expiras or is sold, terminated or exercised, or when the hedge refationship no longer qualifies for
hedge accounting.
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E3.3 FAIR VALUATION OF FINAMCIAL INSTRUMENTS

In those circumstances where IFRS 9 requires financial instruments to be recognised in the Statement of financial position
at fair value, the Company's valuation strategies for derivative and other financial instruments utilise, as far as possible,
quoted prices in an active trading market.

In the absence of quoted prices for identical or similar assets or liabilities, it is sometimes necessary to apply valuation
techniques where contracts aré marked using approved maodels. Models are used for developing both the forward curves
and the valuation metrics of the instruments themselves where they are complex combinations of standard and non-
standard products. All models are subject to rigorous testing prior to heing approved for valuation, and subsequent
continuous testing and approval procedures are designed to ensure the validity and accuracy of the model assumptions
and inputs.

Where derivatives are not collateralised, their valuation reflects the Company's credit risk in the case of liabilities, and the
counterparty's credit risk in the case of assets.

F DECOMMISSIONENG COSTS

Provision is made, on a discounted basis, for the estimated decomm!ssmnlng casts of certain non-current assets.
Capitalised decommissioning costs are depreciated over the useful lives of the related assets. The unwinding of the
discount is inciuded within Finance costs in the Income statement. The discount rate for each provision is based on UK
treasury bonds with maturities which are similar to the expected decommissioning date. The future estimated costs are
based on the value of the costs at the reporting date, uplifted for inflation to the end of the useful econamic life of the
underlying asset, then discounted.

G REVENUE :
The Cormpany recognises revenue to depict the transfer of promased goods or services to customers in an amount that
reflects the consideration to which it expects to be entitled in exchange for those goods and services. All revenue arises
fram aperations within the UK.

(a} Electricity transmission

The Company provides the service of making its transmission network available to the British system operator. This
performance obligation is satisfied over time as the customer simultaneously receives and consurmes the benefits of the
Company's performance as it makes the transmission network available, Revenue is recognised in an amount to which the
Company has a right to invoice based on the amount of allowed revenue for the year, and recognised over time based on
the billable volumes and the rate agreed in the regulatory price control. As allowed revenues are set in advance, some of
the underlying components are forecast which will be trued up in future periods based on actual performance {such as
incentives). Any over ar under recoveries resulting from these changes will be reflected in the calcutation of the subsequent
years’ alfowed revenues as set out in the regulatory framework. No accounting adjustments are therefore made for over
or underrecoveries in the year that they arise as they are contingent on future events {being the transmission of electricity
in a future period). Invoices are typically raised and settled on a monthly basis and, therefore, there are no related IFRS 15
contract assets or contract lfabilities at the end of the year. '

{b) Transfers of assets from custamers

Pursuant to the applicable industry regulations, the Company receives contributions from its customers for the
construction of grid connection facilities or is assigned assets used to connect those customers to a network. Both the cash
and the fair value of the facilities received are credited to Deferred income in the Statement of financial positien {this is a
contract liability). Revenue is subsequently recognised in line with the period over which the facilities are depreciated.

M EXTERNAL SERVICES

The Company presents its Income statement and statement of comprehensive income grouping expenses according to
their nature, Operating costs that are not specifically disclosed as staff costs or within other operating results are presented
within External services. External services is principally comprised of husiness support costs and inspection and
maintenance costs. Costs are recorded on an accruals basis.
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I TAXATION .

Assets and liabifities for current tax are calculated using the tax rates that have been enacted or substantively enacted at
the reporting date.

Deferred tax is the tax expected to be payable, or recoverable, on the difference hetween the carrying amounts of assets
and liabilities in the Statement of financial pasition 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 deductibie temporary differences, unused tax losses or credits
can be utilised. The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no [onger probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax is calculated on a non-discounted basis at the tax rafes that are expected to apply in the peried in which the
liahility is settled or the asset realised based on tax rates and laws enacted, or substantively enacted, at the reporting date.
Deferred tax is charged to the Income statement, except where it relates-to items charged or credited to equity (via the
Statement of comprehensive income), in which case the deferred tax is also recognised in equity and is shown in the
Statement of comprehensive income. a

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the Income statement except
to the extent that it relates to items recognised directly in equity or other comprehensive income, in which case it is
recognised directly in equity or shown in the Statement of comprehensive income.

i RETIREMENT BENEFTS ' - )
ScottishPower operates three defined benefit schemes and two defined contribution retirement benefit scheme in the UK.
SP Transmission plc is a participating company in certain of 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 administratars do not calcutate these separately for each of the various companies participating in the schemes
and therefore treats these schemes as if they were defined contribution 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
Other items of

property, plant  Plantin the

and equipment course of
Transmission inuse construction

_ facilities {Note [i}} {Note (ii}} Total
Year ended 31 December 2025 : £m £m £m £m
Cost: .
At 1 January 2025 4,181.1 86.6 1,125.8 5,3935
Additions ’ 0.3 0.8 814.4 8155
Reassessment of decommissioning asset : l (1.3} - - -{1.3}
Transfers fram plant in the course of construction ta plant in use 238.6 - {238.6} -
Transfers fram inventories ‘ - - 0.3 0.3
bisposals (5.7 - - (5.7}
At 31 December 2025 ' 4,413,0 87.4 1,701.9 6,202.3
Depreciation: .
At 1 January 2025 1,085.0 455 - 1,130.5
Depreciation for the year ) 98.8 25 - 1013
Disposals ) (5.7} - - . {57}
At 31 December 2025 - 1,178.1 - 48.0 - 1,226
Net book value:
At 31 December 2025 : 3,234.9 39.4 1,701.9 4,976.2
At 1 January 2025 3,086.1 41.1 1,125.8  4,263.0

The net book value of property, plant and equipment at 31 December is analysed as follows:

2005 2024
. £m £m
Property, plant and equipment in use 3,2743  3,137.2
Praperty, plant and eguipment in the course of construction 1,701.9 1,125.8

4,976.2  4,263.0

{(}  Other items of property, plant and equipment in use principaily comprises land and communications equipment.

fi)  Plant in the course of construction principally comprises transmission facilities in the course of consteuction,

(@i} The cost of fully depreciated property, plant and equipment still in use at 31 Dacember 2025 was £69.4 million (2024 £57.5 millien).

{tv) . Included within the cost of property, plant and equipment as at 31 December 2025 are assets in use not subject to depreciation, being land of
£23.2 million (2024 £23.2 millien).

[v) Interest on the funding attributable to major capital projects was capitalised during the year at a rate of 4.8% (2024 5.3%).

{vi} Included within the cast of property, plant and equipment is capitalised interest of £20.2 million {2024 £8.8 milfion}.

{b) Research and development expenditure
The amount.of research and development expenditure recognised as an expense during the year was £3.9 million {2024
£2.4 mitlion).

4  LEASING

{a) Nature of leases

Land

The Company holds agreements to lease fand and for the assignment of rights to use land, primarily relating to operational

assets, with typical lease terms running between one and 40 years.

Some land leases contain extension options exercisable by the Company at the end of the non-cancellable contract period
or ah agreed point before that date for up to five years. Where practicable, the Company seeks to include extension options
in leases to provide operational flexibility. The extension options held are exercisable only by the Company and not by the
lessors. Certain leases can be terminated providing notice is given six to 24 months in advance. )
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At lease commencement, the Company will assess whether it is reasopably certain to exercise the extension or termination
options and reassesses this if there is a significant event or change in circumstances within its control.

Buildings i .
The Company helds agreements to lease buildings, with typical lease terms running betwean ten and 28 years. These [eases
have no extension or termination options. ' :

Vehicles ‘
The Company teases vehicles with lease terms of between four and nine years, primarily being pool vehicles to mobilise its
operational staff and other specialist vehicles. These leases have no extension or termination aptions.

Certain vehicle leases are cansidered short-term and the Company has elected not to recognise right-of-use assets and
lease liabilities for these leases.

(b) Right-of-use assets

land Buitdings Vehicles Total
Year ended 31 December 2025 Note £m £m £m £m
Cost; ' .
At 1 January 2025 . 19.8 7.6 4.2 31.6
Additions 0.5 - 0.8 1.3
Adjustments for changes in liabilities iy 1.0 - 03 1.3
Disposals : - - (0.2} {0.2) -
At 31 December 2025 ) 21.3 7.6 5.1 34.0
Depreciation: .

At 1 January 2025 2.9 0.2 3.0 6.1
Charge for the year ' 0.9 0.5 0.6 2.0
Disposals - - (0.2} (0.2)
At 31 December 2025 ' ‘ 3.8 . b7 3.4 7.9
Net book value: ‘

At 31 December 2025 i7.5 6.9 1.7 26.1
At 1 January 2025 16.9 7.4 1.2 25.5

i)  Adjustments for changes in labilittes are movements in the right-of-use asset resulting from remeasurement of the associated lease lability to
reflect changes to the lease payments due 1o any reassessment or fease modifications.
liiy There are no right-of-use assets measured at revaized amounts.

{c}) Lease liabilities

The following table sets out a maturity analysis of non-derivative lease liabilities, showing the undiscounted payments to
he made after the reporting date. \
2025 2024

£m £m
Less than one year ] 2.5 2.4
One to five years 85 8.0
More than five years 309 31.0
Total undiscounted lease lfabilities at 31 December 419 414
Finance cost . ' : {14.4) {14.6}
Total discounted lease liabilities 275 26.8
Analysis of total lease liabilities
Non-current 258 25.0
" Current ) 1.7 i8
Total 275 26.8

Detalis of the Company's, risk management strategy for liquidity risks inherent in its lease liability are described the Financial instraments’ section of the
Strategic Report.
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4  LEASING continued
{d) Amounts recognised in Income statement

2025 2024

Notes £m £m

Interest on lease liahilities (1.0} (1.1}
Variabie lease payments not included in the measurement of ease liabilities i} (0.2} (0.1}
Expenses relating to short-term leases i) (2.9) {1.6}

{i) The Company expects the relative proportion of fixed and variable lease payments to remain broadly consistent in future years. Variable lease
payments relate to service costs on leased buildings.

(i} Fhis charge relates to leases for vehictes which are cansidered short-term, Future commitments refating to the partfolio of short-term leases
entered into for the next financial year are not expected to be materially different from the expense charged in the year.

(e} Total cash outflows for leases

2025 2024
: . £m £m
Fotal cash outflow for leases L {5.8) {3.6)
5 INVESTMENTS
{a) Movemaents in investments in joint venture .
' £
At 1 January 2024, 1 January 2025 and 31 December 2025 . 50

{b} loint arrangements .
The table below sets out details of the joint arrangements of the Company at 31 December. All entities are direct holdings.

Effective

shareholding
Registered office and
country of incorporation

Name Principal activities Motes {Note (i) 2025 2024
Jaint venture
NGET/SPT Upgrades Limited Operation of an offshore {it} Engiand and Wales 50% 50%

HVDC Transmission link

Joint operations
Eastern Green Link 1 Limited  Development of an offshare (i}, (i) England and Wales 50% 50%
HVDC Transmission tink

Eastern Green Link 4 Limited  Development of an offshare (i, (iii), (iv) England and Wales 50% -

HVDC Transmission link

{il  The registered address of each joint arrangement is 1-3 Strand, London, WC2N 5EH, England.

{iiy  This direct investiment in 100% of the ‘B’ ordinary shares represents 50% of the joint arrangement’s tota! issued share capital.

{#i)  Eastern Green Link 1 timited {"EGLLL") and Eastern Green Link 4 Limited ("EGL4L") are joint operations of the Company each structured through a
separate entity (refer to Note 2D}, The Company has joint control over these companies through shareholder agreements which have the effect of
giving the controlling parties rights to the assets of the arrangement and obligatians for its liabilities. Therefore, the arrangements are cansidered
to be joint operations. ‘ '

liv) On 23 May 2025, the Company acquired 50% of the share capital in EGLAL for a tetal consideration af £50,
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6 TRADE AND OTHER RECEIVABLES

2025 2024
Notes £m £m

Non-current:
Prepayments 0.1 -

Current:

Receivables due from related parties 0.4 . 0.6
Receivables due from related parties — loans {a) 185.8 239
Trade receivables (including accrued income) 6.6 5.6
Prepayments 0.3 1.5
Other tax receivables ‘ 12.7 17.9
{b) . 210.8 49,5

{a) Loans due from related parties companies are recelvable on demand with interest earned at the Bank of England base rate plus 1%. The loans are
classified as current as the Company expected to reatise the assets less than twelve months from the reporting date.
{b) Current trade and other receivables includes £5.7 million {2024 £5.9 milfion) of IFRS 15 receivables.

7  FINANCIAL INSTRUMENTS
The Company holds derivative financial instruments, consisting of foreign exchange forward contracts, which are measured
in the Statement of financial position at fair value as detailed below.

Derivative

financial

instruments

£m

At 1 lanuary 2024 . : {1.2)
Recorded in the Cash flow hedge reserve ) {10.8)
Settiement of derivatives 0.5
At 31 December 2024 and 1 lanuary 2025 ’ (11.5)
Recorded in the Cash flow hedge reserve o 4.4
Settlement of derivatives 0.6
At 31 December 2025 {6.5)

The Company uses forward foreign currency contracts to hedge its exposure to foreign currency risk. Under the Company's
palicy, the critical terms of the derivatives must align with the hedged items. The Company enters into forward foreign
currency contracts to primarily hedge capital expenditure. For such items, the Company designates the entire value of the
foreign currency forwards in the hedge refationship. The tables helow illustrate the timing of the notional amount of the
hedging instrument and the average forward price of the foreign exchange hedging instrument.

Notional amount of hedging instrument {maturity profile}

£m
At 31 December 2025 Less than 1 year 1-2 years 2-3 years 3-4 years 4-5+ years Total
Foreign exchange rate derivatives - Euros {"EUR") 245.6 105.4 73.3 65.4 29.2 518.9

Average forward price (exchange rate)
At 31 December 2025 Less than 1year 1-2 years 2-3 years 3-4 years 4-5+ years
EUR {(GBP:EUR}) 1.13 1.10 1.08 1.08 1.07
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Transfer of
assets from

At 31 December 2025

tustomers
£m
At 1 January 2024 194.1
Receivahle during year , 29.3
Released to the Income statement {5.3)
At 31 December 2024 and 1 January 2025 218.1
Receivable during year 342
Released to the Income statement {5.6)
At 31 December 2025 246.7
2025 2024
Analysis of tota! deferred income £m £m
Non-current 240.9 212.6
Current 5.8 . 55
_ 246.7 218.1
Transfer of assets from customers is an IFRS 15 contract lizbility. '
9 PROVISIONS
Provisions
£m
At 1 January 2024 25.9
Reassessment of decomissioning costs {1.8)
New provisions : Q.5
Unwinding of discount Q.5
Utilised during year {5.6)
Released during year (8.4)
At 31 December 2024 and 1 January 2025 11.1
Reassessment of decomissioning costs {1.3)
Unwinding of discount (.6
10.4

The provision for decommissioning costs Is £10.4 miflion (2024 £11.1 million} and is the discounted future estimated costs of decommissioning certain
non-current assets. The decommissioning costs are expected ta be incurred in the period between 2057 and 2058 and, therefore, the provision has been

classified as a non-current liability 2t both 31 December 2024 and 31 Decembrer 2025,
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10 LOANS AND OTHER BORROWINGS
' 2025 2024

Non-current  Current Non-current  Current
Instrument . Notes Interest rate* Maturity £m £m £m £m
Loans with related parties (a) 2.821% 31 March 2025 - - s 70.0
Loans with related parties () SONIA + CAS +0,78% 20 December 2027 a..0 - 90.0 90,0
Loans with refated parties {c) SONIA + 3.365% 28 Januéry 2029 210.0 - 210.0 -
Loans with refated parties SONIA +0.78% 22 Decemnber 2030 450.0 - 450.0 -
Loans with refated parties 3.60% 9 June 2032 AQ0.0 - 400.0 -
Loans with related parties 567% - 21 June 2033 " 275.0 - 275.0 B
Loans with related parties SONIA + 1.44% 20 lune 2034 350L0 - 2000 -
Loans with related parties SONIA + 0.94% 25 June 2035 600.0 - - -
Loans payable to related parties . ] 2,375.0 - 1,625.0 160.0
£350 million euro-sterling bond {d), (e), (f} 2.00% 13 November 2031 344.1 {0.3) 343.8 (0.3)
Loans payable to external counterparties 344.1 {0.3) 343.8 (0.3)
Accrued interest due to related parties - 19.7 - 203
Accrued interest due to external counterparties - 0.9 - 0.9
2,719.1 203 1,968.8 180.9

*SONIA~ Sterfing Overnight Index Average; CAS - Credit Adjustment Spread.

{a)
{b}

{c}

{d}
(e)

This loan was repaid in full on maturity.

This loan is repayabie in equal instaiments on a biennial basis. Only the final payment remains outstanding at 31 December 2025. The interest rates
are reset at pre-determined dates.

Under the conditions of this long-term loan agreement, the Comparty has an option, without fee or penalty, to make a repayment in whole or in
part, of the then outstanding loan principal, plus accrued Interest thereon, by providing written notice at least five business days before the intended
repayment date,

This bond contains a "loss of ficence' covenant that will require repayment of the outstanding amount should the Company lose its transmission
licence.

This bond will be redeemed at its principal amount on 13 Noverther 2031 unless previously redeemed or purchased and cancelled. The bond can
be redeemed at any time by the Company at a higher redemption price (as determined by a financial advisor appointed by the Company and Fiscal
Agent] giving 30 to 60 days' notice. The carrying value of the bond includes finance costs of £{0.3) miltion {2024 £(0.3) million).

{fl  The Company kas exteraal debt that contains loan covenants. None of these covenants require covenant ratios to be calculated. A future breach of
covenants may require the Company to repay the loan earlier than indicated in the above table. Under the agreements, the covenants are monitered
on a regular basis by the ScottishPower treasury function and regularly reported to management to ensure compliance with agreements.

{g] Loans are repayabie in full on maturity unless otherwise stated.

{h) In Juné 2024, the Company entered into an intra-group committed revolving credit facllity arrangement with SPUK for £3,000.0 million, with an
axpiry date of April 2029 which has yet to be utilised. Therefore, at the date of signing these Accounts, the Company has £1,000.0 million of undrawn
committed facilities available,

11 TRADE AND OTHER PAYABLES

: . 2025 2024
Mote £m £m

Non-current:
QOther payables 2.1 0.9

Current:

Payables due to related parties 94.9 69.7
Trade payables : 38.0 34.4
Other taxes and social security ‘ 1.8 1.3
Payments received on account 30.7 425
Capital payables and accruals ) 465.2 343.9
Other payables 57 3.0
{a) 636.3 494.8

(a}

Current trade and other payables includes £30.3 million: (3024 £42.3 million) of IFRS 15 contract fiabilities.
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i2 DEFERRED TAX

Property, Derivative Other
plant and financiat temporary
equipment  instruments differences Total
£m fm £m £m
At 1 lanuary 2024 359.7 {0.3) (0.1) 359.3
Charge/{credit) to the Income statement 56.1 - (0.2) 55.9
Recorded in the Statement of comprehensive income - {2.7) - {2.7)
At 31 December 2024 and 1 lanuary 2025 415.8 {3.0) {0.3) 412.5
Charge/(credit) to the fhcome statement 70.2 - {0.1) 70.1
Recorded in the Statement of comprehensive income - 1.1 - 1,1
At 31 December 2025 486.0 {1.9} {0.4) 483.7
13 REVENUE
2025 2024
fm fm
Electricity transmission 557.1 501.7
Transfers of assaets from customers 5.6 5.3
: 562.7 507.0
14 EMPLOYEE INFORMATION
{a} Staff costs
2025 2024
£m £m
Wages and salaries 54.7 40.4
Social security costs 6.7 43
Pension and other costs 6.7 5.6
: 68.1 50.3
Capitalised staff costs {52.6) {42.8)
15.5 7.5

(b} Employee numbers

The average numbers of employees (full and part-time} employed by the Company, including UK based directors, were:

Average Average

2025 2024

Administrative staff 189 151
Operations 515 431
Total 704 582

{c} Pensions T

The Company's contributions payable in the year were £5.6 miltion (2024 £4.9 million} The Company contributes to certain
of ScattishPower'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 recent Annual Report and Accounts of SPUK, the intermediate
holding company and the sponsoring company of certain of the retirement benefit schermes, As at 31 December 2025, the
surplus in ScottishPower's defined benefit schemes in the UK amounted ta £177 million {2024 £125 million). The employer
‘contribution rate for these schemaes in the year ended 31 December 2025 was 0%-52.9%.
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15 TAXES OTHER THAN INCOME TAX

2025 2024
£m £m
Praperty taxes 48.1 46.9
16 DEPRECIATION AND AMORTISATION CHARGE, ALLOWANCES AND PROVISIONS
) 2025 2024
£m £m
Property, plant and equipment depreciation charge 1013 97.1
Right-of-use asset depreciation charge 2.0 1.9
Intangible asset amortisation charge 1.6 0.7
Charges and provisions, allowances and impairment of assets - 0.4
' 104.9 100.1
Capitalised right-of-use asset depreciation {1.0} {1.0)
103.9 99.1
17 FNANCE INCOME
2025 2024
£m _ Em
Interest on bank and other deposits 0.1 0.1
Interest receivable from related parties - 38
Foreign exchange gains 0.1 0.2
0.2 4.1
18 - FINANCE COSTS .
2025 2024
£fm £m
Interest on amounts due to related parties 104.9 90.3
Interest on other borrowings 7.2 7.8
Unwinding of discount on provisions 0.6 0.5
Interest on lease liabilities 1.0 11
Foreign exchange losses 0.1 0.1
7 113.8 99.8
Capitalised interest {9.4) (6.3)
104.4 93.5
19 INCOME TAX
(a} Income tax for the year
2025 2024
"~ £m £m
Current tax:
UK Corporation Tax faor the year {23.3) (12.4)
Adjustments in respect of prior years {0.2) 11.6
Current tax for the year {23.5) {0.8)
Deferred tax: )
Origination and reversal of temporary differences 76.4 66.1
Adjustments in respect of prior years {6.3} {10.2)
Deferred tax for the year 70.1 55.9
Income tax for the year 46.6 55.1

a0
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1% INCOME TAX continued .
The tax charge on the profit for the year varied from the standard rate of UK Corporation Tax applicable to the Company

as follows: -

2025 2024

£m £m

Corporation Tax at 25% 49,1 52.7
Adjustments in respect of prior years ‘ (6.5) 14
Non-deductible expenses and other permanent differences 4.0 1.0
Income tax for the year 46.6 55.1

(b} Pillar Two model rules
The Company has applied the exception avaitable in 1AS 12 ‘Income Taxes: International Tax Reform — Pillar Two Modet
Rutes” and has not recognised or disclosed information about deferred tax assets and liabilities related to Pillar Two income

taxes.

20 DIVIDENDS
' 2025 2024 2025 2024
) pence per ordinary share -pence per ardinary share £m ) £m
Interim dividend paid 26.0 23.7 100.0 91,1

The Company pians to pay a dividend to shareholders every year.

21 FINANCIAL COMMITMENTS AND GUARANTEES
{(a} Financial commitments

2025 2024
Other Other
contractual contractuat
Capital commitments Capital commitments
£m £m _£m £m
Less than one year 9439 139 573.3 9.9
One to two years 317.4 4.5 365.8 0.7
Two to three years s 96.9 3.6 241.6 -
Three to four years .70.2 36 53.4 -
Four to five years 78.1 1.3 63.7 . -
1,506.5 26.9 1,297.8 - 10.6

{b) Financial guarantees

As part of the exercise to achieve [egal separation of SPUK's businesses pursuant to the provision of the Utilities Act 2000,
the Company and other subsidiary companies of SPUK have provided guaranteas to external lenders of SPUK for debt
existing in that company at 1 October 2001. The value of debt guaranteed by these companies, which was still outstanding
at 31 December 2025 was £201.4 miliion {2024 £201.4 millian).

22 RELATED PARTY TRANSACTIONS

(a) Directors' remuneration

The remuneration of the directors who provided qualifying services is set out overleaf. As these directars are remunerated
for their work for Energy Networks, it has not been possible to apportion the remuneration specifically in respect of
services to the Company. Of the seven (2024 nine) directors who held office during the year, four {2024 six} were
remunerated by other ScottishPower companies during the year,

At
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22 RELATED PARTY TRANSACTIONS continued

2025 2024
£000 £000
Aggregate remuneration in respect of qualifying services 1,624 1,106
2025 2024
Number of directors who exercised share options 3 3
Number of directors who received shares under a lang-term incentive scheme 4 4
Number of directors accruing retirement benefits under a defined benefit scheme 3 3
2025 2024
Highest paid director EOQO £000
546 253

Aggregate remuneration

{iy The highest paid director received shares under a long-terrs incentive scheme during both years.
{ii) The highest paid director exercised share options during both years.

{b} Immediate and ultimate parent company

The immediate parent company is SPENH, Coples of the accounts of SPENH may be abtained from its registered office at

320 5t Vincent Street, Glasgow, Scotland, G2 SAD.

The directors regard therdrola, S.A. (incorporated in Spain} 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 of the Company are consolidated is SPUK.

Capies of the consolidated accounts of therdrola, 5.A, may be obtained from Iberdrola, S.A. at its registered office, Torre
berdrola, Plaza Euskadi 5, 48009, Bilbao, Spain. Copies of the consolidated accounts of SPUK may be obtained from its

registered office, 320 St. Vincent Street, Glasgow, G2 SAD.

23 AUDITOR’S REMUNERATION

2025 2024
£000 £000
Audit of the Annual accounts 289 260
Audit-related assurahce services 21 21
310 281
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