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¥farer Supply and
Soweragce Services

Car coty Clostite s 1 rmtled
£ priorading ot et oo il
a gy gt sepgly ana
ettt sereenage amd wasie
dispasal sevrtees,

Waste Mznagement

Comprel, e and high
guality wiasee unaagernent is o
wiafor part of oue divere ficasfon
plans and fuclides the building
of integrated treatient cemtres
with neiresation ieiieics.

Underground Asset
Management

Wi e investing in the
technology esseatiod for more
efficient management of sewers,
water mains and other hoffon
SEFICINres,

Operarting o’
Consuitancy Larvices
Fresh wdede aod improved iy
of operating wo ey te biviticss
success, Hewre appleing oo
expeil” ¢ fos iy dtents foth
in e K amd abroad,

We intend to maximise
shareholder value by
promaeting a management
style that is motivated by
concern for customers,
employee invoivement,

a commitment to quality
and care for the

environment.

Northumbrian Water Group PLC, 1991
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fe pives me great pleasure ro be able w report
considerable progress in this, our second
yedr as a Hsted company.

In the year to 31 March 1991 turnover
increased by 1% from £150.9 million to
£167.0 million, Profit before tax improved
from €100 million to 46,9 million. The
Dhrectors are recommending a final dividend
of 12.4 penee net per Ordinary Share payable
in Qctober 1991, With the interim dividend
this makes a rotal for the year of 18.6 pence
net per Ordinary Share.

Mindful thac shareholders are concerned
with how companics should be poverned,
we are actively establishing a dialogue with
our investors. Our own Board consists of
three executive directors, including myself,
and four non-cxecutives, who bring a
great breadth of experience. Non-executive
direcrors make up the entire membership
of the audic and remuneration commitrees.,
Two non-exeoutive directors also sit on
the newly-formed environmental aundit
committec of the Board.

Privatisation is allowing us to improve our
services and so better meet the needs of both
our customers and our owners, It has foreed
the industry to meet the challenge of EC
standards, and given vs the means of raising
the funds for necessary capital invesument,
The Group is now much beteer placed to
exploit its inherent expertise and encourage
enterprise and initiative, thereby — and this

may be the most important benefic of all =

Northumbrian Water Group PLC

making a greater contribution o the regional
economy of the Novth Last,

During the year the Board lost the services
aof Terry Harrison and Mike Murden,
who, while they were with ws, muade
significant contributions. 1 was paticularly
pleased when, in January, David Cranston
accepted the Board’s invitation to become
Chied Executive. 1 would also like to welcome
Mike Guerin to the company as Managing
Director of our enterprise activities, He
has extensive experience of developing
companics, improving their profitabilicy and
successfully integrating acquisitions into a
company’s main business.

My colleagues on the Board and our
employees deserve a particular vote of thanks
for their enthusiasm and commitment. Qver
60% of employees are now participating in
the SAYE Sharesave Scheme,

The Group is very aware of its responsi-
bilities to the local community. We have
an active sponsorship programme which
currently supports, among others, the
Graduate Enterprise Programme of Durham
University  Business  School, Newcastle
University Ventures Limited, the Sunder-
land Polytechnic Beology Centre and the
Children’s  Foundation, Royal Vietoria

Infirntay, Neweastle,

MULM\. \(\qcom.,
sl

Sir Michael Seraker
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Cliel Bsecyave’s Review: Itroduction

“Northumbrian  Water Group PLC s
conimitted to improving the quality of
life, sceking to better its performance for
the benefic of customers, sharchelders,
employees and the envirenument”

That is the role of the Greup, Our aim is
to become the UK’s leading water and waste
treatment group by 1995, [ welcome this,
my first opportunity as Chief Exccutive,
to communicate directly with sharcholders
about how we intend to carry out our role,
achieve our aim, and at the same time
maximise sharcholder value,

First, we shall develop a balanced portfolio
of businesses by organic growth, acquisitions
and joint ventures. In tandem our manage-
ment style will add value through concern
for customers, cmployee involvement, a
commitment to quality and care for the
environment.

The company has now been reorganised to
serve four key and related market secrors,
cach of which is described individually on
the pages that follow, There is also a section
on our corporate service companics,

Qur core business - known as the “appoint-
ed business” because we have a 25 year leence
from the governntent ~ is to provide sewerage
services to 2.6 million, and water services
to 1,2 million, customers in the North East,
This is the major responsibility of the Group,;
diversification must not, and will not, be
pursued atr the expense of the core business,
A balanced portfolio of businesses, however,

will build greater share value, and make

Norchumbrian Worer Group PLC

beteer use of our assets, thau the core
business could do alone, The three other key
businesses are waste management, under-
ground agset management and operating and
consultancy services.

Waste management, in which we Lave years
of valuable experience, is to be developed
into a comprehensive service using new
technology. Iv will include inc¢ineration, the
safe disposal of Hquid waste, solid waste
landfill and on-site trcamment systems as
well as waste minimisation consultancy.

in underground asset management Neil
Bunting (Holdings) are experts in the manage-
ment of pipes and other hollow scructures.
This includes sewer and water main mapping
and rehabilitation; closed-circuit TV survey-
ing; leak detecrion and pipe renewal; asset
plan consultancy and management contracts.

Operating  and  consoltancy  scrvices
work and advise in: sewage treatment and
disposal, water treatment and supply,
engineering, flow modelling; geotechnical
and materials resting services; construction
project management; maintenance and
operating contraces and training. It will alsa
be developing niche market technologics for
the water and sewerage businesses,

Corporate service companies have also
been formed to sell to third party markets,
services or products prcvimxlsly suppliced

only to the Group.

Pavid G Cranston
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Through our core business we are totally cosnmitted
to providing purer water for our customers and an increasingly

well managed and effective sewerage system.
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Increased investment successfully managed; supplies of water maintained
despite drought; high quality drinking water; active planning for further
environmental improvements, and major advances in industrial relations -

an excellent year for the core business.

Northumbrian Water Limited carries out
the treavment and conveyance of water an.
sewage: it has had 1 very successful year.
It has complied well with the standards of ser~
vice demanded, and successfully managed a
large and growing programme of capical works.

For the second year running capital invest-
ment increased by over 50%. The planned
programme was successfully delivered within
budget, under a high level of control, using
methods which have ensured pood value
for money for the many schemes that make
up the programme.

Rainfall beeween autumn 1988 and autumn
1990 was, compared with the long-term
average, the lowest in the country, Demand
was also high, bur Northumbrian Water met
alt of its customers’ demands without restric-
ting supply. Water from the Kiclder System

played an important part in this, as it did

for the other water companies in the region.

Following tests on samples taken from all
water companies the 1991 audit report by the
Drinking Water Inspectorate states chat in
the case of Northumbrian Water “99.6%
complied with the relevane water quality
standards” This was the highest level
achieved by any of the privatised water and
sewerage companics.

Reereation and  conscrvation  activitics,
though comparatively modest in scale, are
important, as the visible face of the company,
and as part of the proper management of its
assets for the benefic of all.

To help in conservation, the company
has produced guidelines for operators -
especially those involved in design and
construction — supplemented by training
courses, Local wildlife trusts have surveyed
many of the company’s sites; all those of
over an acre will have been surveyed by the

end of 1991,

Nortuunbeian Water Limited
supplies ovar 13 millies
cstomers with deinking waten,




Nunthern Envope’s lasgest
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Pipeline conveying treated
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Richard Stott, microbiologist,
exanines water samples for
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Water Supply and Sewerage Services

The campany is managing change by entering into new contracts with local
authorities and, at the same time, improving standards of treatment as part
of an ongoing capital programme to improve its care of the envii onment.

Qualiry of sewage treatraent plant effluents
improved markedly m the year, and com-
phiance with cfffuent standards from wo' ks
policed by the National Rivers Authority
was exceptional. This level of performance
was helped by new investment in equipment
coming on stream, a number of shori-term
initiatives, and by a modest incruase in man-
ning levels; but it owes most to the skill,
dedication and commitment of the workforee,
In sewerage, too, performance was notabje.
Service targets were beatenr, and budgets ~
both revenue and capital - achieved,
Although sewerage systems in the region
are  managed by Northumbrian  Wacer
Limited, they are fargely operated by local
councils acting as the company’s agents, As
from 31 March 1992, the Water Act of 1989
allows present arrangements to be changed,
so discussions have been i, ing place during
the year to decide how best to manage the
systems in the future. The company has now
agreed to enter into operating contracts,

normally of three years duration, with 24

of the districts in the Norch East region.

Capital wortks, however, will be undertaken
with only five offices in the region, usually
under a lead authority.

These successes of che Group’s core
business have been achieved in a climugs of
high morale and of commitmenr and coll-
aboration from all the company’s employecs
~ the ideal backgrouund for new iniriatives
relations.

in  cmployee Since  January,

Northumbrian Water Limited has estab-
lished elected employee councils at ecach of
its operating sites and a single Company
Council, which has replaced the three former
management/trade union negotiating com-
mittees, The former cight unions agreed
to act as a confederation with just one union
acring as the point of contact. The Company
Council consists of one representative from
cach of the seven clected employee councils,
four mznagement representatives and one
adwiser cach from the new Empl syee Associ-
ation and the trade union confederation.

HNorthumbrian Water loaks forward to a
new era of parmership, which may serve as

a model to other organisations.

Sewenige services inclnding
waste water disposal are
pravided ta 2,6 mitlion
enstonmeers in the Novth Bast,
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Richard Qxmard, Assistant
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Underground Asser Management

Since becoming a part of Northumbrian Water last year, Neil Bunting
(Holdings) Limited has expanded, introduced advanced Swiss technology
to the UK, launched new products, moved to new premises and shown

a marked increase in profits.

Neil  Bunting is  concerned  with  the
management of pipes, pipelines and related
asscts situated mainly, but not cnrire\y,
underground,  Since its  acquisition by
Northumbrian Water in April 1990 it has
been successfully integrated into the Group
and both turnover and profitability have
since increased significantly. Clients include
not only water and sewerage companics
bur a variety of industrial pipcline users
also, including the oil and gas induserics,
The company operates throughout much
of the UK.

Duting this year of change and expansion
the company has developed a  detailed
business plan for pgrowth and diversi-
fication within its declared marketplace.
In preparation, and to improve cfficiency,
company headquarters and the main depot
were moved in June 1991 from Sheffield to
premises nedr Chesterfield.

In May a Neil Bunting company, Repipe
Limited, negotiated the heads of agreement

for the master licence from KA-TE Systems

& 4 &
18591400

"o

Ltd of Zurich for that company’s sewer repair
robots, having introduced them to the UK
four months carlier. KA-TE is an advanced
remote-controlied repair system capable of
a full range of operations on non-man-
entry sewers without excavation work, and at
considerably less cost than competing tech-
niques. The robots, using high resolution
cameras, can repair leaks, fractures and
large holes in pipes between 200 and 800mm
i diameter.

During the year the company launched
two other new products; onc is a sewer pipe-
profiling system able to inspect surcharged
pipes of a diameter berween 150 and 6000imm.
It uses an underwater high resolution colour
scanner with 360° vision and a processor
capable of real time measurement to trace
cracks, breaks and silting, up to 300 metres
from its operator and monitor.

The second new product is a software
package, Examiner, which cvaluates the
information obtained by such video

inspections.

Closed-civenit TV cameras can
relay fmages instantly to above-
protined colonr monitors,



The company’s dhients comiprise
a variety of industrial pipeline
users including the oil and gas

industries.

New technology in
underground pipe repair

and maintenance ensures that
busy town centres such as
Hexham no fonger need to
stiffer the disruption of
excavation works,

Ken Weatherstone, Team
Leader, Neil Bunting
(Holdings) with one of the
KA-TE sewer robots —

part of the remote-controlled
repair systei,
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26 No prhumbrian

Qperaging and Consultaney SeTvyies

The Group's specialised expertise is N4/ peing made available to markets

outside the Group. Mew staff, prem‘:ses,

organisation and clients have all

contributed to significant‘growth of the business.

Operating and consultancy gervices currently

coraprise four divisions; Nortl 1+ mbriat
Engineering Cousultants, Mode} Solutions,
Geowechnical & Tosting Services (GTS) and
Total Blow Surveys (TFS).

During the year Model Solutioti®s TS
and GTS were 4l moved into NEW offices
and laboratorics.

The initiative tO market operating and
engineering gkills to 3 wider markel began
well, with 10% of income for the year ayising
from outside clients. GTS and TES were
particularly successful, 17% of their business
being  won from outside the Group.
Operating and consultancy services now have
industrial companics, urban development

corporations, cONtractors and  privatec

developess amMong their clients. A design

contract bid, in association with 2

contractor, for three sed outfalls was

Seottish Regional Council.
Both GTS and TES wert

accepted by 2
successful in

establishing themselves i0 the national

Water Group PLG

market. GT3 offer full site investigation
with advanced facilitics for laboratory and
ficld testing of soils and engineering
materials. TFS is now operating outside the
Notth East regiol and is a leader i Flow
meagurement rechnigues, pm‘ti’cularly where
low flows are involved. The company
undertook commissions for several of the
other warter plcs including a survey of
the longest sewWet in the UK.

Srudies in sewage and water treament

“and shudge disposa\, and for the design and

provision of sludge crcatment plant, were
carricd out for another Scottish Regional
Council.

Phe jncreasing flexibility and commercial
awareness of staff since privatisation have
made possible the wider client base and
increased level of performance. Together
with the skills developed over many years
in the efficient servicing of Northumbrian
Water Limited, they form a stroig basis for

further business development.

Made! Solution's comprer
podel of sewer SYStems at area,
street and onse level.
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Since privatisation, those with latent enterprise and initiative have been
given the opportunity to exploit their talents and rescurces and to generate
increasing turnover from outside the Group.

Activities that were developed originally to
serve the Group only have been formed into
limited liability companies. They are now
marketing their products and services in the
UK and abroad,

Analytical and Envirommental Services
Limited provides a range of scientific
setvices  including  environmental  assess-
nient, tidal water monitoring, organic and
inorganic analytizal chemistry and micro-
biclogy. Currene cients include both water
aid e WAter Cot.p. ¢ LS,

« PO Limited provides a full range of
human resvurce consultancy services, nclud-
ing professional and executive recruitssent,
psychometric assessient, carcer planning,
mangement  development, organisational
change prograinimes, stress managenienc, and
reward management. Clients include local
goverument, health authorities, training and
enterprise councils {TECs), manufacturing
and service organisations.

IMASS Limited (Information Management

28 Northumbrian % - Gfoup PLE

and Systems Solutions) was faunched as a
company in April 1991, Its strengths are in
four areas: information tcchnology and
tra‘fning; personal computer networks aund
commuications; IBM AS4D0 services; infor-
mation technology strategies, Over the year
cotmmissions were completed for European
and UK comyp =i s, and public authoricies.

Kelda Contract Hire Limited is a vehicle
contract hire company which began trading
in November 1990, Some 14% of its business
came from outside the Group at the
year end.

Aqua Trading Limited, acquired in April
1990, borttles and markets Northumbrian
Spring Natural Mineral Warer, The water
source in Darlington, County Durham, is
thought to be the largest source of natural
mineral water in the country. The company
has recencly agreed to supply two national
supermarket chains, and is onc of the two
feading supplicrs to the UK chilled water

dispenser market.

Anne Cuthbertson, Fliman
Resonver Conaltany with
CPCR, condniting a seminar
on the mandgement of caige,
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Chief Excentive’s Review: Summary

\

Qur 1991 year saw the successful completion
of capital investment plans, the establishment
of a new structure and planned diversifis “rion
moves beginning to yicld benefis, ‘

The capital investment programme of the
core business was completed to budger, and
otte of similar size is in hand for the current
vear. This comprises some 800 projects
designed to imp.oove water supply and
sewerage services for the benefit of our
customers,

Our organisational structure is evolving
1o meet the demands of the Group’s strategy.
Good communication between companics
within the Group is already producing naw
business opportunities, and the Group's
assets in terms of expertise, experience and
skills are thus already finding wider markets,

We are fully conscious of and share the
concerns about diversification held by many
observers of the industry,

Diversification is, therefore, part of a
corporate strategy that is carefully planned
and will not be undertaken at the expense
of customers of the core business.

it is perhaps worth repeating that diversi-
fication is aimed at increasing sharcholder
value to a higher degree than would be

possible with the core business alone, and

3¢ Northumbrian Water Group P'.C

that the core business will not be weakened
as a result of such diversification. In facy, the
core business will benefir from the increased
strength of the Group as a whole,

We remain confident about the future.
Our industry is going through a period of
considerable change, which is likely to last
a number of years, The continuing task of
mapagement is to secure that change against
a background of demands for rapid fuaprove-
ments in the quality of services provided at
reasomable cost to customers. It must also
seek a fair balance between the interests of

customers, shareholders and employees.

David G Cranston
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Directors’ Report
For the year enided 38 March 1994

Activities

The Company’s pricipal activities, carried out through its subsidiary company, in the name of Northumbrian
Water Limited, are the Wacer and Sewerage Business,

The accompanying Chairman's Statement and Chief Exceutive’s Review reports on the development of the business
of the Company and its subsidiaries during the financial year, their position at the ¢nd of it and on the outicek
for the futare.

Profits and Dividends

Profit before taxation for the financial year to 31 March 1991 was £46.9m.

The directors are recommending a final dividend, payable in October 1991, to sharcholders on the register on
22 July 1991 of 12.4p net per Ordinary Share. An interim dividend, payable in March 1991, to sharcholders on
the register on 28 January 1991 was 6.2p net per Ordinary Share,

After providing £4.1m for raxation and £12.2m for payment of dividend, the retained profit for the year amounted
to £30.6m.

Share Capital
As at the 31 March 1991 the issued share capital of the Company was 65,495,433 Ordinary Shares of £1 cach of
which 5,433 were issued on the exercise of employee share options.

Offer for Sale
On 22 November 1989, the Secretary of State made available 65,490,000 Ordinary Shares of £1 cach.
The Offer price was £2.40 per Ordinary Share, the final instalment of 70p is payable by 3.00pin on 30 july 1991,

Substantial Shareholdings

64,518,670 Ordinary Shares of £1 (98,5%) are registered in the name of Lloyds Bank Ple, as Custodian Bank under
the nstalment Agreement dated 22 November 1989, and will remain in its name until the (inal instahnent of
70p per Ordinary Share is paid. On 14 June 1991 the Company’s Register of substantial sharcholdings showed the
following interests in 3% or more of the Company’s shares:

MNorwich Union Fund Managers Limited — 5.01%

Abbey Life Investment Services Limited - 3.936%

Fixed Assets
Changges in fixed asscts in the year are shown in notes 13 and 14 to the accounts.

. Second Annual General Meeting

The Notice of the Company’s sccond Annual General Meeting, which is to be held on Thursday, 5 September 1991
at 11.00am at Neweastle Playhouse, Barras Bridge, Newcastle upon Tyne, appears on page 56.

Directors

The names of the directors are set out ou pages 6 and 7. During the year T Harrison and M Murden resigned as
directors of the Company on 31 Decerber 1990 and 31 Janwary 1991 respectively.

L accordance with the Articles of Association Professor Pescod will retire and offer himself for re-clection at the
Annual General Meeting, Professor Pescod does not have a service contract.

The sharcholdings of dircctors are set out in note 25 to the accounts.

The Company has ¢ffecied dircetors” and officers’ Hability insurance.

Donations
During the year, sponsorships and donations to charities, mostly by seconding seaff to charitable, cducation or
enterprise projects amounted to approximately £314,000. No political donations were inade.
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Research and Development

Rescarch and developmen for the water industry is carried out by the Water Rescarch Centre. During the year
Northumbrian Wager has continued its subseription ro the Centre, The Company also supports initiatives at local
unjversities, polytechnics and colleges and the Construction Industry Research and Information Assocation.
During the year the Company has also undertaken applied research to solve operational problems as they have
oceurred, particularly in relation to sewage treacment works.

Employees

The total of persons in the emplay of the Group at 31 March 1991 was 1687,

{a) Employment policy The Group recognises its responsibilities toward disabled people and to their training,
carcer development and promotion and gives (ull and fair consideration to applications for employment made by
disabied persons where suitable work can be found. Every effort is made to find appropriate alternative jobs for
those who become disabled while working for the Group.

The Group is committed to improve the understanding and involvement of all the employees in the Group's business
aims and performance. The Group achicves this by bricfing employees and the use of an in-house monthly
magazine, Company councils have been established for promoting effecrive communication and harmonious
refations between the Group and its employeces by providing a forum for Councillors to discuss those macters which
direetly affect the employees thae they represent.

{b) Training The Board recognises thae it is important to continue to recruir and develop a successful team, This
is achieved by promoting opporaumities for decentralised decision making, individual accountability, teamwork
and successful communication, Continuous development is promoted to enable employees to reach their full
potential, It is the Board’s aim to develop a company where people are committed to achieving the best for the
business and confident to use their skills and initiative to add maximum value.

(c) Health and safety Northumbrian Water takes a proactive approach to heaith and safety,

An Occupational Health Nurse offers basic screening and advises on issues concerning employee health in the
workplace. To show commitment to the campaign the Company has recently joined the “Look After Your Heart”
scheme which helps emiployees take preventative measures to reduce the risk of hearr disease, This is in conjuncrion
with Northumbrian Water’s Medical Adviser, Dr Geoff Rawes,

The Group Safety Manager and two Safety Advisers carry out a continual audit against the Company’s safery
policies and standards. Any neecessary improvements are implemented quickly and effectively,

(d) Welfare A Welfare Adviser offers counselling services or financial support to all of the Group’s employees,
(e) Employee share option scheme There is a savings related share option scheme for employees at all levels,
(f) Pensions Employces arc represented on the Trustee Boards of the Group's pension schemes,

Taxation

The directors believe that the Compauy is not a close company within che provisions of the Income aind Corporation
Taxes Act 1988.

Auditors

Coopers & Lybrand Dcloitte arc auditors of the Company. They have signified their willingtiess 1o continue in
office and a Resolution reappointing theot as auditors and authorising the directors to fix their ramuneration will
be proposed at the Anaual General Mecting,

By Qrder of the Board

f
!
# L .4 i‘@:\
. ‘!‘% ”40' .h.".‘ "45 g
W R ey
Sruart Raistrick
Sererary

19 July 1991
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Consolidated Profit and Loss Account
For the year ended 31 March 1991 g

1991 1990

Note Lm i

TURNOVER 2 167.0 150.9
Operating costs 3 {(132.9) {114.3)

OPERATING PROFIT 4.} 36.0
Share of associated undertaking losses (t.49) -

Investment income 4 0.9 -
Net interest receivable/(payable) 5 13.3 (26.6)

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 2 46.9 10.0
Tax on profit on ordinary activities 9 (4.1) (2.3)

PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 42.8 7.7
Extraordinary item 10 - (3.6)

PROFIT FOR THE FINANCIAL YEAR 42.8 4,1
Dividends 1 (12.2) (7.0
PROFIT/{LOSS) RETAINED FOR THE YEAR 27 30.6 {2.9)
EARNINGS PER ORDINARY SHARE (1990: Caleulated on a pro fornia basis) 12 65.3p 78.3p

The statement of Group Reserves is set out at note 27 to the accounts,

The notes on pages 38 to 54 form part of these accounts.
Auditors’ report page 58,
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Consellidated Balance Sheet
At A Murch 1991

1991 1999
Note fm tm
FIXED ASSETS
Tangible assets 13 635.) 567.8
Investments 14{a) 0.4 0.1
635.5 567.9
CURRENT ASSETS
Stocks 15 3.4 2.6
Debtors 16 38.4 21,2
Investments 17 40,1 -
Cash at bank and short term deposits 169.4 127.8
251.0 151.6
CREDITORS: Amounts falling due within one year 18 (101.5) {69.0)
NET CURRENT ASSETS 149.5 82,6
TOTAL ASSETS LESS CURRENT LIABILITIES 785.¢ 650.5
CREDITORS: Amounts falling due after more than one year 19 (94.7) 0.7
PROVISIONS FOR LIABILITIES AND CHARGES 2 (18.9) 9.9)
24 ACCRUALS AND DEFERRED INCOME 2 (20.0) (17.3)
Xx
i (133.6) (27.9)
Lo
2
o 651.4 622.G
i CAPITAL AND RESERVES
i Called up share capital 24 65,5 65.5
4 Share premium account 27 57.4 57.6
Profit and loss account 27 528.3 499.5
651.4 622.6

Approved by the Board on 19 July 1991 ‘P
Sir Michael Straker Chairman M Ao, ofe Al
I G Cranston Chief Execntive

The notes on pages 38 to 54 form part of thess accounts,
Audirors’ report page 55,
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Company Balance Sheet
At 31 Marih 1991

1991 1450
Note £m tm
FIXED ASSETS
Investments 14(b) 124.9 0.1
124.9 0.1
CURRENT ASSETS
Debrors 16 62.5 9.7
Investments 17 40.1 -
Cash at bank and short term deposits 131.8 127.8
234.4 137.5
CREDITORS: Amounts falling due within one year 18 (66.5) (12.2)
NET CURRENT ASSETS 167.9 125.3
TOTAL ASSETS LESS CUMRENT LIABILITIES 292.8 125.4
CREDITORS: Amounts falling due after more than one year i {11.0) -
281.8 125.4
CAPITAL AND RESERVES
Called up share capital 24 65.5 05.5
Shate premium account 27 57.6 57.6
Profit and loss account 27 158.7 2.3
281.8 125.4

Approved by the Board on 19 July 1991
M san. & A,

Sir Michael Straker Chairnian -
1> G Cranston Chigf Excentive

The notes on pages 38 ta 54 form pare of these accounts,

Auditors’ report page 55.
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Consolidated Statement of Source and Application of Funds

For the pear puded 3 March 1991

1991 1990
Lm fm
SOURCE OF FUMDS
Profit on ordinary activities before taxation 46.9 10,0
Extracrdinary item - (3.6}
Adjustments for items not involving movement of funds:
Provision for infrastructure renewals 24,6 19.9
Depreciation of tangible fixed assecs 16,9 10.7
Losscs retained in associated undertaking 1.4 -
Amortisation of capital grants {0.4) (0.3
Loss on sale of rangible fixed assers 0.4 0.1
89.8 36.8
FUNDS FROM OTHER §¢ RCES
Proceeds from issuc of sh, ..¢s - 122,06
Loarns 90.0 75.0
Proceeds from sale of tangible fixed assets 0.3 0.1
Capital grants and contributions 7.2 5.0
Creditors: Amounts falling duc after more than cue year, exchuding loans 3.8 {0.1)
104.3 202.6
191.1 239.4
APPLICATION OF FUNDS
Purchase of tangible fixed assets (88.4) (55.9)
Infrastructure rencwals expendirure (15.6) (10.0)
Loan repayments - {72.2)
Fixed asset investments {1.7} -
Purchase of subsidiary* (2.0) -
Current asset investments (40.1) -
Dividends paid (1.1 -
Taxation paid (2.3) -
(161.2) {138.1)
29.9 101.3
INCREASE/(DECREASE) IN WORKING CAPITAL
Stocks 0.5 0.6
Debtors 16.4 3.9
Creditors: Amounts falling due within one year, excluding taxation,
propaosed dividend, bank overdraft and loans (t2.1) 2.8
3.8 7.3
Mo ment in net liguid fuads:
Cash at bank and short term deposits 41.6 i17.7
Bank overdraft (15.5) {23.7)
246.1 94.0
29.9 101.3

*See note 14{f) for an analysis of the effect of che acquisition of the subsidiary.

Auditors’ report page 55.
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Notes to the Accounts
For the year ended 31 Mardh 1991

I Accounting Policies
The accounts have been prepared in accordance with applicable Accounting Standards in the United Kingdom with
the exceprion of the treatment of capital grants and contributions received in respect of infrastructure assets
{note 13). A summary of the more important Group accounting policies, which have been applied consistently,
is set out below,
{a) Basis of accounting The accounts have been prepared under the historical cast convention.
(b) Basis of consolidation The consolidated accounts include the Company and its subsidiary undermakings with
the exception of Three Rivers Insurance Company Limited (see note 14(d)). The results of subsidiarics acquired
during the year are included in the consolidated profit and loss account from the date of their acquisition, Intra-
l group sales and profits arc climinated fully on consolidation,
() Asscclated undertakings The Group’s share of profits less Josses of associated undertakings is included in
the consolidated profit and loss account, and the Group's share of their net assets is included in the consolidaced
balance sheet,
(d) Goodwifl Goodwill arising on consolidation represents the excess of the fair value of the consideration
given over the fair value of the identifiable ner assers acquired, Goodwill arising on the acquisition of subsidiaries
and associates is written off immediately against reserves,
(e) Turnover ‘Turnover rcpresents the income receivable in the ordinary course of business for services provided,
(f) Tangible fixed assets and depreciation Tangible fixed assets, including assets in the course of construction,
comprise:
infrastructure asscts (being mains and sewers, impounding and ptumped raw water storage rescrvoirs, dams, sludge
pipelines and sea outfalls); and
other assets (including properties, overground plant and equipment).
(i} INFRASTRUCTURE ASSETS Infrastructure assets comprise a network of systems.
Expenditure on infrastructure assets relating to increases in capacity or enhancements of the nerwork is treated
as additions which arc included at cost,
Expenditure on maintaining the operating capability of the network in accordance with defined standards of service
is charged as an operating cost.
No depreciation is charged on infrastructure assets because the network of systems is required to be maintained
jn perpetuity and therefore has no finite economie life.
(i) OTHER ASSETS Other asscts arc included at cost less accumulated depreciation, Additions are included at cost.
Frechold fand is not depreciated. Other assets are depreciated evenly over their estimated economic lives, which are

principally as follows:

Freehold buildings 3060 years

Short leasehold land and buildings 25 years

Operational structures, plant and machinery 4-80 years

Fixtures, fittings, tools and equipment 4 =10 years

{iiiy ASSETS IN THE COURSE OF CONSTRUCTION Asscts in the caurse of construction are not depreciated until
commissioning.
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(g) Government grants and contributions Revenue granis are credited to the profit and loss account when
they are received,

Capital grants and contributions received in respect of infrastructure assets are treated as a deduction from the cost
of these assets. 'This treatment has been consistently applied and is adopted in order to show a true and fair view.
Infrastructure assets arc not depreciated and in the opinion of the directors it is therefore notappropriate to recognise
relared capical grants and contributions as deferred income.

Capiral grants and contributions relating to other assets are treated as deferred income and amortised in the profit
and loss account over the expeeted useful economic lives of the qualifying asscts. This treatment represents a change
in accounting policy from the year ended 31 March 1990. The effect of this elange in accounting policy is set out
in notes 3(b), 13 and 23 to the accounts,

(h) Hire purchase and leasing Where assets are financed by hire purchase or leasing arrangements which transfer
subscantially all che risk and rewards of ownership to the Group, the assets arc treated as if they had been purchased
and the corresponding capital cost is treated as a liability, Rentals or leasing payments are treated as consisting of a
capital clement and finance costs, the capital clement reducing the outstanding liability and the finance costs being
weiteen off to the profit and loss account over the period of the hire purchase contrace or lease in proportion to the
reducing outstanding liability.

Rental costs arising under operating leases are expensed in the year chey sre incurred,

(i) Stores and work in progress Stores arc stated at cost less any provision necessary to recognise damage and
obsolescence. Work in progress is valued at the lower of cost and net realisuble value, Cost includes labour,
materials, transport and an element of overhicads,

(i) Pension costs The cost of providing pension benefits is charged to the profit and loss account so as to spread
the cost over the expected average service lives of employees. Differences hetween the amounts funded and amounts
charged to che profit and loss account are treated as prepayments or provisions in the balance sheet.

{k) Taxation The charge for taxation is based on the profit for the year as adjusted for taxation purposes, Tax
deferred or accelerated is accounted for in respect of all material timing differences to the extent that ic is probable
that a Hability or asset will erystallise in the foresecable future. Timing differences arise from the inclusion of items
of income and expenditure in tax computations in periods different from those in which they are included in the
accounts, Provision is made at the rate which is expected to apply when the liability or asset crystallises,

{1) Foreign currency All transactions denominated in foreign currencies are translated into sterling at the actual
rates of exchange ruling at the dates of the transactions. Foreign currency balances are translated into sterling at the
rates of exchange ruling at the balance sheee date,

{m) Research and development Rescarch and development expenditure is charged to the profit and loss

account in the year in which it is incurred,
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%&g !  Notes to the Accounts

2 Turnover and Profit before Taxation
An analysis by class of business of turnover and profit before taxation, which is wholly derived i the United

Kingdom, is as follows:

Profit
Turnover before taxation
1991 1990 199 1990
£m fm £m tm
Appointed business:

Water supply 49.2 40.3 6.3 (13.2)
Sewerage serviees 97.3 80.6 18.8 14.9
146.5 126.9 25.1 1.7

Other trading activities 20.5 24.0 21.8 8.3
167.0 150.9 46.9 10.0

The appointed business is that part of the Group’s business covered by appointments made by the Secretary of State
for the Environmene to be water and sewerage undertaker for specific arcas in the Notth East of England in

accordance with the Water Act 1989,

3 Operating Costs

(a) Operating costs of the Group are made up as follows:

1991 1940
fm £m

Materials and consumables 10.2 7.1
Other external charges 16.0 13.2
Manpower costs (note 8) 24.8 197
Depreciation 16.9 10.7
Infrastructure renewals 24.6 19.9
Other operating charges 40.8 4.0
Other operating income (0.4) {0.3)
132.9 114.3

¢

(b) Amortisation of capital grants of £0.3m for the year ended 31 March 1990, previously reported within

depreciation, has been reclassificd as other operating income as a result of a change in accounting policy (note H{g))-
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S




3 Operating Costs (continued)

1991 1950
£m Lni
1c) The preceding costs are stated after crediting:
Amortisation of‘caﬁi*@\l grants 0.4 0.3
Aud after chargiing:
Depreciation of owned assets 6.2 10.5
Depreciation of assets held under hire purchase and finance leases 0.7 0.2
Operating leases:
Plant and machinery - 0.5
Other operating leases 1.2 1.0
Voluntary severance and carly retirem ent costs i.0 2.1
Costs of research and development i.5 0.2
Directors’ emoluments (note 6) . 0.4 0.2
Members" emoluments (note 6) - 0.1
Auditors’ renumeration 0.1 0.1
4 lInvestment Income
1991 1990
im £m
Dividends reccivable from cutrent asset invesements (see note 17) 0.9 -
5 Net Interest Receivable/(Payabie)
199t 1990
Lm tm
Net interest receivable/(payable} is comprised as follows:
Interest payable:
Bank loans, overdrafts and other loans:
Repayable within five years otherwise than by instalmants (6.2) (32.2
Not wholly repayable within five years {0.9) -

(7.1) (32.2)

Hire purcliase and finance leases (0.2) -
Total interest payable (7.3) (32.2)
Intevest receivable 20.6 5.6
Net interest receivable/(payable) 13.3 (26.6)
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Notes to the Accounts

6 Directors’ Emoluments
The total emoluments for the year of directors of the Company, including employer's pension contritutions,
amounted to £355,000; this included £50,000 in respeet of fees. In the year to 31 March 1990 the total emo 1ments
for the directors of the Company and members of the Northumbrian Water Authority, including employer’s
pension contributions, amounted to £268,000; this included £55,000 in respect of fees,

The Company paid an amoant of £185,000 for the premature termination of 4 service agreement to a director who
resigned ducing the year,

The directors of the Company were appointed with effece from 1 Seprember 1989, The emoluments disclosed below
for the year to 31 March 1990 are accordingly in respect of the period since their appointment, Prior to chat date,
certain of the directors scrved as members of the Northumbrian Water Authority, Also set ouc below are details
of the emoluments of the members of the Northumbrian Water Authority for the period from 1 April 1989 to
31 August (989, which include five members who did not become directors of the Company at | September 1989,

Emoluments, excluding employer’s pension contributions, arc as follows:

1991 1990
£'000 600
Ofthe Company:
Chairnian 51 31
Highest paid director 82 50
Other directors within the following ranges:
1991 1990
Number Number
£0-£ 5,000 - 4
£ 5,001 - £10,000 4 !
£15,001 - £20,000 ] -
£35,001 ~ £40,000 - 1
£4G,001 - £45,000 - 1
£60,001 - £65,000 { -
£75,001 ~ £80,000 { -
]
£'000
Of the Authority:
Chairman 12
Highest paid member 19
Other members within the following ranges:
1990
Number
£0 - £ 5,000 8
£35,001 - £14,000 2
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7 Transactions with Directors and Officers

There are no transactions or arrang, ‘ments which would be disclosable under the provisions of the Companies
Act 1985,

8 Employee Informacton

(s} The wtal employment costs of all employees {including directors) of the Group were!

199t 1990

im m

Whages and salaries 24.¢ 19.7

Social Security costs 2.0 1.5

Other pension costs 2.5 1.9

Total employment costs . 29.4 231
{b) Total employment costs are charged 45 follows:

Capital schemes and infrastructure renewals 4.6 3.4

Manpower costs 24.8 19.7

29.4 31

{c) The average number of employees on the Group’s payrol during the financial year was 1,625 (1990: 1,404),

¢ Tax on Profit an Ordinary Activities

togi 1990

£m £m

Advance corporation tax 3.9 2.3

Tax on franked invesiment income 0.2 -

4.1 2.3

} No tax *rose on profits for the year owing to the atilisation af tax allowances arising on qualifying capita)
expenditure in the year and on qualifying capital assets cravsferred from the Northumbrian Water Authority

on vesting,
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Notes to the Accounts

10 Extraordinarvy item

1991 1940
£m tm
Expenses borne by the Group in connection with the Offer for Sale of the
Company’s shares ~ 3.6
There is no taxarion awributable to the extraordinary item.
1l Dividends
1991 1990
Em m
Ordinary:
Interim paicd of 6.2p (1990; wil p) per share 4.1 -
Final proposed of 12,4p (1990: 10.69p) per share 8.1 7.0
12,2 7.0

12 Earnings per Ordinary Share

a) Barnings per share for the year to 31 March 1591 of 65.3p on a net basis have been calculated on o profic after
gsp ¥ i P

taxation of £42,8m and by reference to 65,5 million Ordinary Shares, being the weighted average number of

Ordinary Shares in issue and ranking for dividend during the year

{b) Earnings per share for the year to 31 Mareh 1990 of 78.3p on a net basis have been calculated on a pro forma

basis which reflects the position of the Group as if the capital strucuure, s set out in the Sseretary of Stotr for the

Environment's Offer for Sale dated 22 November 1989, had been in place since 1 April 1989, Accordingly, pro forma

earniugs per share have been ealculated on a pro forna profit after taxation of £51.3m and by reference to 65.5

milion Ordinary Shares, being the nuosh.,  of Ordinary Shires in issu following the conubined Offer for Sale. For

this purpose it has been assuitred titat such Ordinary Shares had been in issue throughout the year to 31 March 1990,

(¢) On the basis of a uil diseribution of profit che earnings per share would be 71.3p (1990 pro forma basis: 83.7p).
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13 Tangible Fixed Assets

The Groupy ) Shore Operatonal Fixtures Assels
Freehiold Jeaschald Iniras struciures fitngs n the
fand and Jand and stricgure planr and tools and tourse of

br alings buildings P machmery cupnient  constpichion Total

m fm fin f1n m £m fm

Costs

Balance at § April 1990 14.3 2.6 340.2 184.4 17.2 457 604.4
Prior year adjustment 0.7 - - 17.2 - - 17,9
Restated cost 15.0 2.6 340.2 201.6 17.2 45.7 622,3
Acquisition of subsidiary - - - .9 - - 0.9
Additions 3.3 - 22,0 20,9 8.2 340 88.4
Disposals {0.5) - - [(th)] 0.3) - (1.5
Girants — Infrastructure assets - - 1) - - - 4.1

Balance at 31 March 1991 7.8 2.6 358.4 222.7 258 79.7 706.0

Pepreciation:
Balance at | April 1990 30 0.2 - 40.5 10.2 = 53.9
Prior year adjust=ient 0.1 - - 0.5 - - 0.6

Restated depreciaties, 3.1 0.2 - 41.0 10.2 - 54.5
Acquisition of subsiauury - - - 0.3 - - 0.3
Provision for year 0.8 0.1 - 11.3 4,7 - 16.9
Disposals 0.1) - - 0.7 - - (0.8

Balance at 31 March 1991 3.8 0.3 - 51.9 14.9 - 70.9

Net book value: 31 March 1991 14.0 2.3 358.1 170.8 10.2 79.7 635.1

Net book value: 31 March 1990 11.9 2.4 340.2 160.6 7.0 45,7 567.8

The prior year adjustment arises from a ~hange in accountiny policy (note 1{5)).

"The cost of infrastructure assets is stateil net of capital grants and contributions received ia respect of those assets.

As a resule the net book value of infrastructure assess is £30.4m lower than it would have been had this treatment
not been adopted (1990: £26,3m lower),
Operational structures, plant and machinery inciudes an clement of lan § and buildings dedicated to those assets.

The net book value of tangible fixed assets held ander hire purchase and finance leases at 31 March 1991 was

as follows:
991 1990

Em L

Opeeational struceures, plant and machinery 1.5 -
Fixtures, fittings, tools and cquipment 1.2 07
1.2 -

Asscts in the course of construction

1.9 0.7
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Notes to the Accounts

Fixed Asset Investiments

(3} The Group: Subsidrary
excluded
Associated from {hier
undegiaking  consolidation  mvestinents Toral
L £ fm im
Cast:
Av | April 1990 - - 0. 0.1
Additions 1.5 0,2 - 1.7
Share of losses {L.4) ~ - {1.4)
At 3! March 1991 0.1 0.2 a.1 0.4
Al fixed asser investments are unlisced,
{b} The Company: Subsidiary
exclnded
[utesests in from
subsidisries consolidation Tota)
m £m £in
Cost:
At April 1990 0.1 - 0.1
Additions 124.6 0.2 124.8
A3 March 1991 Lx4.7 0.1 124.9
All fixed asset investments are unlisted. .
{c) Associated undertaking: Propertlon of
nominal value
Preseription of of issued
Name of undertaking shares held sharea held
%
[ntegrated Environmental Management Limited Ordinary Shares of 1 50
Preference Shares of §1 50

Integrated Environmental Management Limiced s a company registered in England and Wales to engage in the

chemical, physical and thermal weatiment of sewage sludge and industrial wastes,

(d) Subsidiary excluded from consolidation:

The accownts of Three Rivers Insurance Company Limited have not been consolidated because its activities

arc so different from those of other members of the Group, This coinpany, which is wholly owned, is a captive

insurance company registered in the isle of Man,

Further details regarding this company have not been included with these accounts becausce the directors are of the

opinion that the information {s not material,
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{4 Fixed Asset Investrments roontinned)
(¢) Inverests in subsidiaries:
The Company's interests in trading subsidyaries are as follows:

Prapuriion ol nominal
value of1ssued
Ordinary Shares

Name ofundertaking of £l cach
%

Morthumbrian Water Limited 100

Northwmnbrian Services Limited 100

Northumbrian Environmental
Management Limited 100
Neil Bunting (Holdings) Limited (see note 14(f)) 100

Aqua Trading Limited 100
(2PCR Limited 100
Kelda Contrace Hire Limited ‘ 100
Coauetdale Property luvestment Limited 100
Northumbrian Water Estates Limited 1o

All of the above companies are registered in England and Whaies,

Business activity

Water and sewerage services
Engincering, information technology and
analytical and environmeneal services

Waste management

Inspection, cleaning and repair of hollow
structures

Bottled mineral water

Human resources consultancy

Contract hire of vehicles

Property investment

Property trading

On 28 Septemnber 1990 the Company sl ibed for a further 122.6 million Ordinary Shares, of £1 each at par for

cash, in Worthumbrian Water Limited.

{f) Acquisition of subsidiary:

On 2 April 1990 the Group acquired the whole of the issucd share capital of Neil Bunting (Holdings) Limited for

a total consideration of £2m.,

The subsidiary made a profit of £0, 1m in the financial year ended 31 March 1990,

The analysis of the acquisition, which has been accounted for using the acquisition method, is set out below.

Book and

fair value

fm

Tangiblefixed assets 0.6
Debtors 0.8
Bank overdraft (0.5)
Creditors: Amounts falling duc within one year (0.5)
Creditors: Amounts falling duc after more than one year 0.2)
Net assets acquired 0.2
Goodwill 1.8
Purchasc cousideration 2.0
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Notes to the Accounts

Stocks
The Liroup

1994 ¥R
Lot im
Stores 2.4 1.9
Work i progress 0.7 0.7
3.1 2.0

Deltors

The Group The Company

1991 1990 199 1990
£m £m im tm
Trade debtors 12,3 7.4 - -
Amounts owed by group companies - - 51.1 5.6
Other debtors 6.4 4.6 59 18
Prepayments and accrued income 19.7 9.2 8.2 2.3
38.4 21.2 62.5 9.7

The Group debtors disclosed above inelude £0.2m (1990; nif m) of amounts falling due after more than one year,
The Campany debeors disclosed above include £10,5m (1990: Enil m) of amounts falling due after more than one year.

Current Asset Investments

During the year, the Company invested £40. 1 in an equity fund managed by Kleinwort Benson Investment
Management Limited. The fund is invested in UK fully listed companics and its composition is managed so as to
track the FT-SE 100 index. The cost of the investment is protected from losses by option contracts, the cost of
which have been mier by other option contracts which limit gains,

The fund may not be readily © ~lised as the ¢ tons written are not freely traded and therefore it has been stated in
the balanee sheet ac cost. #: + Mare!, 201 the fund was valued at £42.9m by Kleinwort Benson Investment
Mapagement Limited. '
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19

Creditors: Amounts falling due within cpe year

The Group The Company

L1]] 199 1991 190

im m Lm iy

Bank foans and overdraf: 4,1 25,1 1%.2 -
Obligations under hire pureiase contracts and Fuance

leases {note 21) 0.4 - - ~

Trade ceeditors 5.1 0,9 0.1 -

Amounts owed to Broup companies (see (2) below) - - 10.4 1.6

Ocher creditors 35.0 28,2 (.8 1.3

Taxation and socia] seaurity (see (b} below) 4.8 3.0 4.1 23

Proposed dividend 8.1 7.0 8.1 7.0

Accruals and deferred income 7.0 4.8 2.8 -

igl.a 69.0 66,5 12.2

{a) tncluded fn amounts owed to group companies is £5.5m (1990: £1.6m) in respect of group tax rolief,
(b} The ereditor for taxation and social security includes advance corporation tax payabie amowiting ta £3.9m
(1990: £2.3m) and tax on franked investment income amounting to £0.2m (1990; ¢nil in).

Creditors: Amounts falling due after more than one year

The Group The Company

1991 1990 1 4] 1990

Em £m Lmt m

Loans {note 20) 90.0 - (0.0 -
Obligations under hire purcliase contracts and finance

leases (hote 21) 1.3 - - -

Other credijtors i.4 0.7 1.0 -

94.7 0.7 H.0 -

(3) Included above are £40m in the Group of loans drawn down from a five year commicted revolving credi facility
and £10m of other joans due for repaymient in less than one yoar in the Group and the Campany. All of these
amounts have been treated as falling due aficr me;  than one year because it is inteaded thae the loans will be
refinanced or rolled ever: committed undrawn facilitics are in place for this purpose.

{b) The Group entered into interest rate swap agreements with various counterparties during the year, These
ageeetitents do not hivolve the Group in additional horrowings but provide a hedge against Fluctuations i interest
rates during the period of tie agreements, The terms of the agreemants require the Group to Py dmourits ealeulated
by reference to fixed intorest raies, ranging from (1.42% to 11.45%, in respeet of a sot capital figure to the
counterparties who, in turn, pay the Group amounts caleulated by reference to LIBOR on the same capital figure,
The agreements are for [ive years and cover £50m (1990: gni m) of the Group's borrawings, The related COSts or
income arising during the year are ineluded in interest receivable/payable,
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Notes o the Accounts

10 Loans
‘The {iroup The Company

tegl 1 199 19
tm Am tm 'm

Loans are repayable ag follows:
Between one and two years - - - -
Between two and five years 50.0 - (0,0 -
1n five years or mare 4.0 - - -
96,0 - 10.0 -

Loans repayable in five years or more are repayable by instalments at rates ofinterest in the range of 11,0% to 11,5%.

21 Obligations under Hire Purchase Contrac:s and Finance Leases

The Group

1991 1590
£m . Ctu

Obligations under hire purchase contracts and finance leases are as follows:

Amounts due:

Within 1 year 0.6 -

Within 2-5 years 3.0 -

After 5 years 5.2 -
8.8 -

Less: finance charge allocated to future periods (5.1 -
3.7 -

Disclosed as dues

Wichin 1 year 0.4 -

After more than | year 3.3 -
3.7 -

2% Provisions for Liabilities and Charges

The Gtoup

m
Infrastructure rencwals expenditure:
Balance at | April 1990 9.9
Translerred from profitand loss account 2.6
Utilised during the year {15.6}

Balance at 31 March 1991 18.9
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23 Accruals and Deferred Income

The Canup
A
Capiral granes:
At 1 April 1990~ as reported previously -
Capital grants reclasyified as deferred income 17.3
Ar) April 1990 —as restated (note H{g)) 17.3
Addhions 31
Aniortisacion in year (0-4)
Ard March 1994 20.0
‘24 Called Up Share Capital
The share capital of the Company is shown below:
1991 1990
im tm
Authorised:
10 milfion Ordinary Shares of £1 each {00.0 100.0
Special Rights Redeemable Preference Share of £1 - -
100.0 100.0
Alioted, called up and fully paid:
65,5 million Ordinary Shares of £1 each 65.5 G5.5
Special Rights Redeemable Preference Share of £1 - -
£5.5 65.5

{2) At1 April 1990 the number of alloteed, ¢alled up and fully paid Ordinary Shares stood at 65,490,000. During
the year a further 5,433 Ordinary Shares were alloteed to personnel who retired and were members of the Savings-
Related Share Option Scheme; these Ordinary Shares were issued for cash at a price of £1.76 ar a preminm of 76p
per QOrdinary Share.

(b) The Special Rights Redeemabie Preference Share is redeemable at any time at par 2t the option of the Secretary
of State for the Bavironment after cansulting the Company. This share, which may only be held by the Secretary
of State or anotlee person acting on behalf of H M Government, does not carry any rights to vote at general
meetings but entitles the holder to actend and speak at such meetings. Certain matters, in particutar the alteration
of specific sections of the Articles of Association of the Company (including the Article relating to fimitations that
prevent a purson from owning or having an interest in 15% or more of the Ordinary Shares in Northumbrian Water
Group PLC), require the prior written consent of the holder of the Specia) Share. The Special Share confers vo right
to participate in the capital or profits of the Company, except that on a winding~up the Special Sharcholder is

entitled to repayment of L1 in priority to other sharcholders,
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m Notes to the Accounts

25 Pirectors’ Interests
The beneficial interests of directors at 31 March 1991 and ¢heir families in numbers of Ordinary Shares of the
Company are sct out below:

31 March 9% 31 March 199

Fully Qpuons Fully Option~
paid Executive SAYE paid Exccutive NAYE
shares schivitre scheme shares scheme scheme
Sir M1 3 Straker },264 35,314 - 1,264 8,314 -
D G Cranston 3,486 58,475 6,136 3,480 58,475 6,136
R M Smith 5,775 68,690 4,090 5,495 68,690 4,090
DrRiley 1,000 - ~- 1,000 - -
Prafessor M B Pescod 100 - - 200 - -
W F Ridley 3,000 - - 3,000 - -
J S Ward 400 - - 400 - -

The above interests are as shown by the Register kept in accordance with the Companies Act 1985,

None of the directors had any interest in the shares of other companics in the Group.

Further details of the share option schemes are set out in note 26 below. Non-executive directors are not entitled to
participate in either of such schemes.

From the end of the financial year to the date of signing these aceounts no change tock place in the above-mentioned
interests of any of the directors.

26 Share Option Schemes
(2) Under the Exeeutive Share Option Scheme, executive directors and executives hold options to subscribe for
Ordinary Shares us follows:

Numiber Price puer share Exercise period
218,986 299p From January 1993 for 7 years.
113,188 310p From February 1993 for 7 years.

(b) Under the Savings-Related Share Option Scheme, based on SAYE cordtraets, exccutive dircetors and emplayees
hold options to subscribe for Ordinary Shares as follows:

Numbter PFrice pet share Exerelse peviod

1,001,957 176p From March 1995 for 6 months,
322,283 176p From March 1997 for 6 months.
218,737 204p From March 1996 for 6 months,
132,998 204p From March 1998 for 6 months,
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27 Roserves

Praflt
Share and loss
premium account
im tm
The Groups
Balance at 1 April 1990 ‘ 57.6 4499.5
Retained profit for the year - 30.6
Premium on shares issued (see note 24{a)) - -
Goodwill written off (sce note 14(f) ) - (1.8)
Halance at 31 March 1991 57.6 528.3
The Company:
Balance at 1 April 1990 57.6 2.3
Retained profit for the year - 156.4
Premivm on shates issued (see note 24(a)) - -
Balance at 31 March 1991 57.6 158.7
Penslons

The Group operates two defined benefit final salary schemes, the Water Mirror lmage Pension Scheme (MIS) and
the Water Pension Scheme (WDS). The assets of the schemes are held separately from those of the Group in
independently administered funds.

“T'he employer's contributions and the pension cost under the accounting standard SSAP 24 have been assessed in
accordance with the advice of William M Mercer Fraser Limited using the projected unit method for the WPS and
the astained age method for the MIS, For this purpose the main actuarial assumptions used arc based upon a real
investment return 2% above pay inflation, 3% above increases in pensions for the MIS and 3.75% above increases
in pensions for the WPS.

The pension cost for the year was £2,5m (1990: £1.9m).

“The first actuariat valuation of the two schemes was carricd out as at 31 March 1990, The total market value of
the assets at the valuation date (including transfer payments received from previous arrangements) was £27.3m.
The actuarial value of the assets of both schemes represented 101% of the value of their respective accrued benefies
after allowing fov expected earnings increases.

Following the valuation the actuaries do not recommend a change in contribution rates.

Both the WPS and MIS comply with the anticipated requirements of the Social Security Act 1990 with regard to
pension increascs. Some changes may be required in the schemes to comply with the ruling of the European Court
in May 1990 concerning equality for men and women. However, thege are unlikely to involve significant costs

provided appropriate related changes are made to the contracting out requirements of the State arrngements.
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Notes to the Accounts

29 Commitments and Contingent Liakilities

The Growp The Ceatnpany
99 1996 1991 1
£m m im v
(a} Capital expenditure:
Expeuditure contracted for 3.7 36.8 - -
Bypenditure auchorised by directors but not yet contracred for 78.8 71.8 ~ -
tH.2 108,06 - -

tn addition to these commitments the Group has longer teem capiral expenditire plans which inchude investment
to meet shortfalls in performanee and condition and to provide for new demand and growth.,

(b) Lease conunitments:

The Group has eutered inte non-cancellable operating leases in respect of land and buildings, plant, machinery and

mator vehicles. The total amount payable under chese leases in the next year is as follows:

The Group The Group

Land and Land and
buildings Other buildings Other
19%( 1991 1990 woa
£m £m m L

Leases which expire:

Within | year - 0.1 - -
Within 2-5 vears . 0.1 1.0 0.1 0.7
After § years _ , 0.1 - 0.1 -
0.2 I.1 0.2 0.7

{c} Deferred taxation:
Nuo deferred taxation provision has been made in the Group or Corspany. The full potential amount of deferred
taxation calculated ac 33% (1990: 359%) on all timing differences is a5 follows:

The Group The Company

199} 1990 1991 1990

im i £m tm

Accelerated capital allowarnces 80.6 49.3 - -
Other timing differences {8.2) (2.6) 2.2 0.7
72.4 45,7 2.2 0.7
Advance corporation tax (6.2) (2.3 (1.6) {0.5)
Losses carried forward {(22.2) (12,2 - -
44.0 2.2 0.6 0.2

{d} Contingent liabilities:
Northumbrian Water Group PLC is party te a cross guarantee arrangement with certain group companices in respect

of their bank overdzafts, Qverdrafts outstanding at 31 March 1991 airounied to Lnil m (1990; £25. 1m).

Auditors’ repore page 55.
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Report of the Auditors and Group Structure

Report of the Auditors

B the wembers of Nortsumbrsan Hiter Lironp PLAY

We have audited the accounts set out on pages 3 to 54 in accordance with Audiung Standards,

[ our opiniey the accounts give a true and fair view of the state of affairs of the Company and the Jroup at
31 March 1991 and of the profit and sopree and application of funds of the Group for the year then ended and have
been property prepared in accordance with the Companies Act 1985,

:@@@gwa “ "iﬁj hrvenel  Selouths

COOPERS & LYBRAND DELOITTE
Chartered Accountants

Newcastle upon Tyne
19 July 1991

Group Structure (July 1991)

Northumbrian Water Group PLC

APPOINTED BUSINESS

Water Supply and
Sewearage Services
Northumbrian Water Limited

ENTERIRISE

Underground Operating and
Waste Management Asset Management Consultancy Services Corporate Services
Northumbrian Environmental  Neil Bunting Northambrian Analytical and
Management Limited {Holdings) Limited Engincering Consultants Environmental Scrvices
. ) Limited
Geotechnical & Testing
Services CPCR Limived
Total Flow Surveys IMASS Limited
Madel Solutions Aqua Trading
Limited

Kelda Contragt
Hire Limited

Sharcholders who wish to receive a copy of the accounts of Northumbrian Water Limited, the company appointed
utder the Water Act 1989 to carry on the Water and Sewage Business, are asked to contact the Company Secretary,
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Notice of Annual General Meeting

Nuuce 1s frereby given that the Anmual General Meeting of the Northumbrian Water Group PLC will be held at the Neweastle
Blavhouse, Barras Bridpe, Neweastle upon Tyne on 5 Sepresnber 1991 at 150vam for the followng purposes:

1" eeceive and adopt the Company’s accounts and the reports of the directors and auditors for the period ended 31 Mareh 1991,
2T re-pppoine Coopers & Lybrand Deloitte as Auditors of the Company and to auchorise the direcrors 1o fix theie rempuncration,
3°To re-appoint Professor M 13 Pescod who is due 1o retire as director by rotation,

47To declare dividends on the Ordinary Shares,

5To resolve as an Ordinary Resolution that the directors be and they are hereby generally and unconditianally autherised in
accordance witl Section 80 of the Companies Act 1985 (“the Act™) to exercise all the powers of the Company to allot relevane
securicies (within the meaning of Section 80(2) of the Act) up to an aggregate nominal amount of £21,831, 81 such avthority to
expire on 3 date being 3 vears after the passing of this resolution save that the Company may before such expity make an offer or
agreement which could or might require relevant seeuritivs to be aliotted after such expiry and the directors may allot relevant
securities in pursuanee of such offer or agreement as if the authority conferred hiereby had nor expired and provided further that
this authority shall be in substitution for and supersede and revoke any earlier such authority conferred on the directors.

.
6 'Ta resolve as a Special Resolution thar the directors be and they are hereby empowered in accozdance with Section 95 of the Act
pursuant to the authority conferred by Resolution 5 sct out in the Notice convening this nweeting (or, i Resolution 5 shall not be
passed, pursuant to the authority conferred by Resolution 6 passed at the Annugl General Meeting of the Company held on 30
August 1990) to affor cquity securities {as defined in Section 94 of the Act) as if sub-section {1) of the Section 89 of the Act did
not apply to such allotment, save that this power shali be limited to;

(a) the allotment of equity securities in connection with a rights issuc in favour of holders of Ordinary Shares where the equity
secvrities respectively ateributable te the interests of aif holders of Owdinary Shares on a fixed record date are proportionate (as
nearly as may be) to the respective numbers of Ordinary Shares held by rhem but subject to such exclusions or arrangements as
the directors may deem necessary or expedient to deal with fractional entitlements arising or any legal or practicabie problems
under the laws of any overseas teeritory or the requirements of any regulatory body or stock exchange; and

(b) the allotment of equity securities for money or money's worth (otherwise than as mentioned in paragraph (1) of this
resolutiony up to ar aggregate nominal amount of £3,2M,771,

and shall expire at the carlier of the conclusion of the Annual General Meeting of the Company o be held in 1992 and fifteen
months from the passing of this resolution, save that the Company niay before such expiry make an offer or agreement which
would or might require equity securities to be allotred after such expriry and the directors may allot equity seeurities in pursuance
of any such offer or agreement as if the power conferred hercby had not expired.

By Order of the Board

) P Registered Office

¢ , " e f,’ PN Northumbria House

I LE LI LE e Regent Cenure

Stuart Raistrick Gosflorth

Secretary Newrastle upan Tyne

19 July 1991 NE3 3pX
MNotes

1 A Member of the Company entitled to attend and vote at 1 Meeting converied by the above Notice is entitlot ro appoint a proxy to atiend and, on
a polf, vote instead of hint. A proxy need not be a Memiber of the Company.

2 7o b valid the instrupent appointing a proxy and the Power of Attorney (ifany) under which itis signed must be deposited at the Office of Lioyds
Bank Ple, Registrars Deparement, not less than 48 fiowrs before the tine of the Meeting:

3 The following infarntation, which js available throughour the vear for inspeetion during business kours at the Company's registered office, will
on the day of the Amnal General Meeting, be available for inspection at the Newcastle Playhouse, Barras Bridge, Neweastle upon Tynie from
10.43am ungil the couclusion of thar meeting:

{8} a stawment of the interests of directors {and their families) in the share capital of the Company and its stbsidiaries in accordance with the
provisions of the Gompanies Act 19855

{b) copies of all contracts of servige of directors with the Company.

£ Areangenents frave been made for holders whose shares were, ac the date of despatch of the Notice of the Annual General Meeting, held by
Lloyds Bank Ple, as custadian, tw appoint a proxy and, subject w the terms of the Instalment Agreemens, o attend, speak and exercise voting rights
al the Meeding,.

Registrar and Transfer Office
Lioyds Bank: e Regiserar's Deparunent
54 Pershore Road South

Birmingham

B30 3IEZ
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