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SCOTTISH POWER plc

CORPORATE STRUCTURE

The proposed corporate structure for the combined ScottishPower Grotipgoger is
provided in Appendix 1 and includes the following companies:

Scottish Power plc
In order to maintain the appropriate separaticBafttishPower’s subsidiary businesses, it is pregpts
establish a corporate structure to include a séphmding company that will provide common corgera
services for the combined ScottishPower Group.

Scottish Power UK plc
Scottish Power UK plc will incorporate existing &tshPower businesses of Generation, Transmission,
Distribution, Supply, Second Tier Supply and Whaleslts subsidiaries will be existing Scottish Row
plc subsidiaries, the principal ones being Manv&dythern Water and Scottish Telecom.

NA1Ltd. and NA2 Ltd.
NA1 Ltd. and NA2 Ltd. are the partners in the NAn@rl Partnership. They provide Scottish Power plc
with liability protection in respect of its ultimetownership of the NA General Partnership. Both
companies are investment holding companies onlyalhdot contain any cost centers.

NA General Partnership
NA General Partnership is Scottish Power plc's &itippn vehicle for US investments that shall ereabl
them to be made in a financial and tax efficienbnga. Again this shall be an investment holdinttgn
without cost centers.

€) Nevada Holdco
Nevada Holdco it is an investment holding compavithout cost centers, that can be used as theleehic
for further investments in the US, if and when riegpl

f) PacifiCorp
___This is the PacifiCorp group as it presently exists

LOCATION OF COMMON CORPORATE COSTS

Since privatization, ScottishPower has organizegribup-wide activities through a small Corporaft#c® and
has devolved all operational activities to busiriessl under the control of the relevant businessiding
Director. This structure has remained in place thighacquisitions of Manweb and Southern Waterciwalso
operate as separate businesses within the ScattignRsroup. It is our intention to continue apptyithis
principle to the enlarged ScottishPower Group vt common corporate costs being incurred by &tott
Power plc.

Such costs will comply with agreed definitions @fittmon corporate costs that will apply to both éxgst
ScottishPower corporate functions and to existiagiffCorp corporate functions. Appendix 2 providies

description of ScottishPower common corporate fonstthat will reside in Scottish Power plc. Siticese
functions relate to complete departments and amsistent with the current UK Company structurey thee

readily identifiable and easily audited.

A detailed analysis of PacifiCorp common corpoffatgctions, mirroring those of ScottishPower, wié b
carried out prior to the conference on allocaticethmdology planned for October. It is expected,thata



minimum, this analysis will produce the amount eutly allocated across PacifiCorp using the Thraetét
Formula. Only those costs meeting the common difirs will be so applied.

The remaining current UK corporate functions at®sein Appendix 3 and relate exclusively to th€.They
will be costed to Scottish Power UK plc rather tisaottish Power plc. Similarly non-common US cogter
costs will remain in PacifiCorp.

CORPORATE COST ALLOCATION METHODOLOGY

Scottish Power plc Common Corporate Costs

Initially, it is proposed that the common corporetsts for each corporate department charged ruttiSh
Power plc be charged back in full to the compangnetihey originated. Therefore, ScottishPower ogiks

be charged to Scottish Power UK plc and Pacifi@mgts charged to PacifiCorp. As the integratioiviiets
occur and departments are merged, the combines widktontinue to be allocated between Scottistvéro
UK plc and PacifiCorp in the established baselirapprtion for that department. It is proposed te 1899
normalized department results as the base yeastablishing this relationship. Hence, if the 1868malized
department costs were $4m and $8m in ScottishPameé:PacifiCorp respectively, and a subsequentgavin
of $3m were made when the departments were mettgerithe revised department costs would be alldcate
$3m to Scottish Power UK plc and $6m to PacifiCorp.

Where project work of a significant nature is unidieen, e.g. on a new major equity investment, thewmlirect
costs involved will be directly allocated to thifect.



Allocation of Corporate Costswithin PacifiCorp and ScottishPower UK plc

The methodology proposed above is for the allooatiocosts from Scottish Power plc to the top sl
Scaottish Power UK plc and PacifiCorp respectivetys not proposed to change the methodologieatly
in use in the UK and US for allocation of thesetsdsrther within Scottish Power UK plc and Pacdif.
Thus, allocation of these costs within PacifiCoiifl @ontinue to be on the basis of direct chargamgl the
Three-Factor Formula.

AFFILIATE TRANSACTIONS

ScottishPower is required under its UK licensesrtsure that no regulated business gives any cutrssidy

to, or receives any cross-subsidy from, any othesiness of the Company, or of an affiliate or edat
undertaking of the Company. If a service availablthe market place is provided by any businesisimthe
enlarged ScottishPower Group at a price differenbé prevailing market price, then this would bera@ss-
subsidy either to or from the regulated businddsus, ScottishPower would be in breach of its Wetise.

All such transactions must therefore take placenatket rate and this process currently used within
ScottishPower will be continued in relation to ér@nsactions between Scottish Power UK plc andfiCacp

for UK regulatory purposes.

For US rate making purposes however, we will apipédymore advantageous of cost or market valuees th
pricing standard. For services provided into theréifiilated business at a market rate that is hiplaercost,
the difference would be charged ‘below the linethie accounts of the regulated business.

Information on all such transactions between Sglofiower UK plc and PacifiCorp will be made avddab
together with a full audit trail, to enable regidatstaff and/or external auditors to report on ptamce with
the obligations relating to cross-subsidy.

AUDITING

All transactions between PacifiCorp and Scottistv@&dUK plc will be treated on the same basis asecir
affiliate transactions within PacifiCorp. An auttiil will exist with respect to all transactiobhstween the
regulated entity and its affiliates that relatgunsdictional services and products. The regulatii have

access to necessary affiliate records to ensutedishallocations and affiliate transactions ameducted in
accordance with regulatory requirements and thatrass-subsidy exists.



REVIEW

This allocation methodology will be reviewed inledloration with regulators during the year 200dgtermine
its continued suitability. If, for whatever reasd@s,continued use becomes inappropriate then Wegomitly
agree a revised suitable methodology. This willncmie with the next Price Review in the UK by UK
regulators.



Appendix 1

Proposed ScottishPower Group Cor porate Structure



APPENDIX 2
SCOTTISH POWER PLC COMMON CORPORATE FUNCTIONS CURRENTLY LOCATED IN
SCOTTISHPOWER
EXECUTIVE AND NON-EXECUTIVE DIRECTORS

This includes the direct costs, including premised administrative support, of executive and noscaiive
directors. The executive directors are:

The Chief Executive who has responsibility for #mire ScottishPower Group.

The Deputy Chief Executive & Finance Director whashresponsibility for the Southern Water,
ScottishTelecom and Information Systems businessesyell as corporate responsibility for finance,
strategy and corporate affairs.

The Executive Director, UK Power Operations who responsibility for the Generation, Power Systems,

Manweb, Contracting and Technology businessesgdsas/corporate responsibility for gas, safety and
environmental issues.

The Executive Director, Customer Sales & Servicks has responsibility for the Energy Supply andaRet
businesses, as well as corporate responsibilitgl&mtricity trading, multi-utility and regulatiaesues.

The Executive Director and CEO Designate of fRaaip.

SAFETY & ENVIRONMENT

The Corporate Safety Manager is responsible fordinating the Group’s activities to meet the reqmients
of safety legislation.

The Corporate Environment Director is responsiblecbordinating the Group’s environmental actigfie
focusing heavily on environmental improvements,oemaging energy efficiency and developing renewable
energy.

REGULATION

The Director of Regulation is responsible for caoating all regulatory activities of the Scottishirey
businesses at group level by liaising with regulastaff within each business, and interfacing witulatory
bodies at local, national and international levidle department also provides advice on regulatod; a
competition issues to Executive Directors and lesses within the ScottishPower Group.

Interfaces with Government departments on regufatnd competition issues are also the respongibilithe
Regulation Department.
FINANCE

The Corporate Finance Department is responsibliffinancial activity at group level and consealigbn and
co-ordination of financial reporting and controlaisiness level. The functions included are:

Group Accounting which produces consolidated budgetcast and management accounts for the mairdBoa
and financial accounts for external publicationheTgroup also produces the relevant consolidated



regulatory accounts and the consolidated businkss Pther external accounts prepared by Group
Accounting include the Form 20-F required under riles of the New York Stock Exchange, where
ScottishPower's shares are also listed.

Internal Audit which is an independent review fuoetset up as a service to the Board of Directowd a
management. Its remit involves reviewing and répgron the systems of internal control across the
Group.

Group Taxation which handles all tax complianceniistration, advice and planning for the ScottishEr
Group.

Treasury which has responsibility for managing@reup's debt and cash balances, protecting thepGrou
interest charge from movements in interest ratespmatecting earnings from movements in exchange
rates.

Insurance Department which is responsible forah@éilation, implementation and management of tlwi®s
insurance and risk financing program. It also pies a claims-handling and advisory service taése
of the Group.

Cash Department which provides the Corporate Oiffiitle a full banking and cash services facility.

STRATEGY

The department provides support to the Executiveddors relating to business development and catpor
strategy. The four main areas include:

Strategic Objectives to assist the Board in settirigkey business objectives and provide the gfyae
implement these.

Business Planning involving the review and consaiah of Group business plans.
Project Management provision and specialist inputbrporate and business projects.

Business Review of major capital investments &edhonitoring of business performance.

CORPORATE AFFAIRS

Corporate Affairs are responsible for managing owafe image and reputation for the ScottishPoweur
This includes communications with all key stakeleoldroups covering investor relations, national and
international media, crisis planning, politicai$ian, sponsorships and community programs, inténtretnet
and internal communications.

HUMAN RESOURCES

The Group Human Resources Director’s team inclitRespecialists who provide support to HR teamsiwith
Group businesses. In addition to specialistsHRaeam provides services to Corporate Office eyg#s.

It also supplies group wide strategy in other ameah as payroll, pensions and occupational he@lter
services provided by the department to the Scétsler Group include employee relations, management
development, compensation and benefits and sufgrdtie international assignments.



LEGAL

The Group Legal Director’s team provides strategigice to the Group’s various businesses on can@bc
and commercial matters. In addition, the corpokagal team advises on special projects including@ate
mergers, joint ventures, acquisitions, divestmants material construction projects.

CORPORATE SECRETARIAL

The Corporate Secretarial Department is responfsibb®rporate governance within the ScottishPdBreup.

This includes the administration of the Board aman@ittee Meetings of the Group, the Group's stayuto
compliance and compliance with Stock Exchange/SE®€ @ompanies House regulations. Other areas of
responsibility include the administration of theptayee share schemes, shareholder services, Detcion

and maintenance of central records/registers ssittademarks.

STRATEGIC MARKETING

Strategic Marketing is responsible for major Gravigde marketing initiatives covering all aspectsttod
Group's activities.

SCOTTISHPOWER LEARNING (Corpor ate)

ScottishPower Learning provides a group-wide sjgat@nd coordination function to support a range of

initiatives aimed at improving education and oppnities for employees and people of all ages witha
communities in which ScottishPower works.



APPENDIX 3

LIST OF EXISTING SCOTTISHPOWER DEPARTMENTSTO REMAIN IN
SCOTTISH POWER UK PLC

PAYROLL

The Payroll Department is custodian of the integgtadiuman Resources/Payroll System and processes all
remuneration, salary and expenses for all ScotbialeP Group staff and pensioners. Liaison with vasio
Government bodies relating to remuneration and eyagl data is also carried out by the Department.

GROUP PENSIONS
The Pensions Department is responsible for all@spd the development and administration of théous
pension schemes throughout the existing ScottisbP@soup.

OCCUPATIONAL HEALTH

The Occupational Health service for ScottishPowepleyees is staffed by a team of health professsomao
work in three key areas — ill-health preventiorglttepromotion and coping strategies.

In delivering a wide range of services, the coreupational Health team is supported by a rangpedialists
from different disciplines, including physiotheraguyd ergonomics, chiropody, ophthalmic servicestisiey
and complementary health therapies.

SCOTTISHPOWER LEARNING (Business)
Specific initiatives currently taking place in tb& are as follows:

ScottishPower’'s New Deal program, an initiativehivitthe Welfare to Work scheme, offers 250 places f
unemployed people aged between 18 and 24 acro&x dhgp.

Open Learning facilities offer around 700 differkrdrning programs in 46 Open Learning Centerssadite
UK. Primarily, these facilities are offered to peimployees fulfill their potential in a varietyfglds, but
in addition they are made available to employeasiilies, pupils, teachers and community groups.

Community Initiatives to support school leavers, unemployed and disadbbgdepbuild
their level of skills and self-confidence, in order that they @an ¢r re-join the
workforce. For example, employees join in community projects in compumaetth the
Princes Trust and the Outward Bound Trust.



