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NORTHUBMBRIAN WATER LIMITED

DIRECTORS’ REPORT
Fur the yenr ended 31 March 1994

The directors submit their report and accounts for the year ended 31 March 1994,
Results and dividends

The company's profit for the year «fte~ taxadon mnounted 10 £68,2m. An analysis of turnover and profits
for the various activitics of the cot-puny 8 shown in note 2 to the accounts,

The dircctors propose & final dividend of £4.im for the year to 31 March 1994, The retained profit of
£62.1m is townsferred to reserves.

Princtpal activities and review of business

The company has sullicient storge to support water supply requirements for the foreseenble future; supphies
1o customers were not affected by drought conditions.

The company supplies water to 45 per cent of the region's population, the remainder baing supplied by water
only companies. During the year ended 31 March 1994 an average 669 wegalitres per day of water (a total
for the year of 244,185 megalitres) was put into supply,

The company is responsible for the collection of sewage threughout the region via the sewerage system and
for its subsequent treatment and disposal,

Profit belore taxation has increased by 23% from £53.9m in 1992/93 to £66.2m. Improvements in
operational efficienvy durig die yeur siw operating costs {excluding capital maintenance costs) reducs from
£112.0m in 1992/93 w £1{1,0m.

Chunges in presentation of the finnncind statements

Following the introduction of Financinl Reporting Standard No 3, "Reporting Financial Performance” and
Financial Reporting Standard No 4, "Cupital Instriments”™, the following changes in the presentation of the

financial statements have been made 1o conform with the new requirements,

a) A statement that all twenover and operating profit derive from continning operations has been
included in the profit snd Joss secount,

b) A statement that the company has no recognised gains or losses other than those reported in the
profit and loss aceomnt,

) A statement that thers is oo difference between the profit on ordinary activities before tuxation und
profit eadeulated on w pure historiead cost busis,

1)) Equity sharehalders’ funds have been disclosed on the face of the halance sheat,
Future developmuonts
The company expects to further improve operitional elliciency over the next decade,

Research and development

The company places a high priority on research and technological innovation to serve the needs of
customers. Research and development expenditure is ¢harged to the profit and loss account in the yeur in
which it is incurred,




NORTHUMBRIAN WATER LIMITED

DIRECTORS REPORT (Continued)

Fised nssets

Changes in fixed assets ure set out in note 10 to the accounts,

Directors

The direciors of the company during the year ended 31 Murch 1994 were:~

Sir Michael Straker {Appointed cheirman 1 August 1993, Resigned 31 March 1994)
D G Cranston

R H Smith (Resigned 1 April 1993)

J W Hargreaves

J A Foster

A F Jones

A Girven (Resigned 31 March 1994)

I MacMillan

A C Price {Appointed 31 March 1994)

R H Smith retiredd as managing director off Northumbrinn Water Limited on | April 1993, The directors
would like to express their gratitucle for his valuable contribution to hoth the company and the water industry
over the past 30 years,

D G Cranston was appointed as chairman of Northumbrian Water Limited on ! April 1994,

D J Watson acted as company secretary during the year.

The interests of directors are get out in note 22 to the accounts.

Donations

During the year donations to charities nmounted to £60,000 (1993: £80,000).

Employees

The company recognises its responsibilities towards disabled people and to their tmining, career development
and promotion and gives full and fair consideration to applications for employment where suitable work is
available. Every effort is made to find appropriate slternative jobs for those who become disabled white
working for the compuny,

The board of directors recognises that it is important 1o continue to recruit and develop a successful team,
This is achieved hy promoting opportunities for decentralised decision making, individual accountability,
teamwork and successful communication. Continuous development is promoted to enable employees to neach
their futl patential, {t is the boged's wim to develop u company where people are committed to achieving the

best for the business and are confident to use their skills and initiatives to add maximum value,

The company’s policy is to consult and discuss with employees, theough the Company Council, matters
likely to alfect employees® interests,

Information on taalters of concern to employees is given through regular Team Briefs, which seek to achieve
a common awareness on the part of all employees of the financial nnd economic factors affecting the
performance of the company and the group,

L]




NORTHUMBRIAN WATER LIMITED

DIRECTORS REPORT (Continued)

Employees (Continued)

Thera is a savings related shure option scheme operated by the parent company for employees of the group
at all levels,

Employees are represented on the Trustee Boards of the group pension schemes in which the eompany
participates,

Insurance of directors

The company maintains insurance {or its directors in respect of their duties as directors,

Tixution

The directors believe that the company is not # close compuny within the provisions of the Income and
Corporation Taxes Act 1988.

Auditors

The company has appointed Coopers and Lybraod as its auditors and has, by Elective Resolution pursuant
to Section 386 of the Companies Act 1985, dispensed with the obligation to appoint auditors annually.

BY ORDER OF THE BOARD

Ao aiom

D J Watson
Company secretary

16 June 1994




NORTHUMBRIAN WATER LIMITEDR

STATEMENT QF DIRECTORS’ RESPONSIBIATIES
Far the yenr ended 31 March 1994

The dircctors are required by United Kingdom company law to prepare financiel stutements for each
financial yenr that give » true and fair view of the state of aftuirs of the company and the group as at the
end of the financial year and of the profit or loss of the group for that period,

The directors confirm that suitable accounting policies have been used and applied consistently snd
reasonable and prudent judgements and estimates bhave been made in the preparation of the financinl
statements for the year ended 31 March 1994, The directors also confirm that applicable accounting
standards have been followed and that the financial statenients have been prepared on the going concern
basis,

The directors are responsible for keeping proper necounting records, for taking reasonuble steps 1o safeguard
the assets of the company, and to prevent and detect frnd and other irregularities,

BY ORDER OF THE BOARD

AV

D J Watson
Company secretary

16 June 1994
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REPORT OF TIE AUDITORS TO THE MEMBERS OF
NORTHUMBRIAN WATER LIMITED
For the year ended 31 Maveh 1994

We have audiwed the finsncial statements on pages 7 to 26,
Respective responsibilities of dircctars and auditors

As described on page 5 the company’s direetors are responsible for the preparation of financial statements,
It is our responsibility to form an independent opinion, based on our audit, on those stalements and to repost
our opinion to you.

Basis ol opinion

We conducted our audit in accordance with Auditing  Stundards issued by the Auditing Pructices Board,
An nudit includes the examination, on a test basis, of evidenze relevant to the amounts and disclosures in
the financial statements. It also includes an assessment of the significant estimates and judgements made
by the directors ia the preparation of the financial statements, and of whether the aecounting policies are
appropriale to the company's circunstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order O provide us with sufheient evidence to give reasonuble assurance that the
financial statements are free from malerial misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the oversll adequacy of the presentation of information in
the financial statements.

Opinion
In our opinion the financial statements give a trwe and fiir view of the state of affuirs of the company at 31

March 1994 und of the profit, total recognised gains and cash flows for the year then ended and have been
properly prepared in accordance with the Companies Act 1985,

C\Q«O{)?m 2l brzend

COOPERS & LYBRAND
Chartered Accountants and Repistered Auditors
Newcastle upon Tyne

16 June 1994




NORTHUMBRIAN WATER LINITED

PROFIT AND LOSS ACCOUNT
For the yeor endfed 31 March 1994

ole 1994 1993
£'m £'m

TURNOVER 2 225.6 210,0
Openting costs 3 (111.0) (112.0)

apital maintenitnee costs 3 (33.8) (31.1)
OPERATING PROFIT 80.8 66.9
Net interest payable 4 (14.6) (13.0)
PROFIT ON QORDINARY ACTIVITIES
BEFQRE TAXATION 2 66,2 539
Tuxation 8 - 0.8
PROFIT FOR THE FINANCIAL YEAR 66.2 54.7
Dividends 9 4.0 (24.3)
PROFIT RETAINED FOR THE YEAR 23 62.1 304

All tumover and operting profit derive from continuing operations,

The company has no recognised gaing or Josses other than the profits above and therefors no separate
statement of totil recognised gains and losses hus been presented,

There is no difference between the profit on ordinary sctivities before taxation and the retained profit for
the year stated above, and their historical cost equivalents,

The notes on pages 10 10 26 torm part of these necounts,

Auditors’ report page 6.




NORTHUMBRIAN WATER LIMITED

BALANCE SHEET
Af 31 Murch 1994

Note 1994 1993
£'m £'m £'m £'m

FIXED ASSETS
Tangible assets 10 826.1 770.2
Investments 11 0.1 0.1

826,2 770.3 .
CURRENT ASSETS ’
Stocks 12 2.2 2.4
Debtors 13 3.4 35.6
Investments 14 46.0 -
Cash at bank and in hand - 29.4

79.6 A77.4

CREDITORS: Amounts falling
dus within one year 15 (64.2) (81.2)
NET CURRENT ASSETS/(LIABILITIES) 15.4 (13.8)
TOTAL ASSETS LESS CURRENT
LIABILITIES 841.6 756.5
CREDITORS: Amounts falling .
due alter more than one year 16 (170.7) (156.7)
PROVISIONS FOR LIABILITIES
AND CHARGES 19 21.2) {19.8)
ACCRUALS AND DEFERRED
INCOME 20 (23.6) (22.0) . .

(221.5) {198.5)
NET ASSETS 620.1 558.0
CAPITAL AND RESERVES '
Called up share eapital 2i 122.7 122.7 '
Profit and loss nccount 23 497.4 435.3
Equity shareholders’ funds 24 620.1 558.0

The accounts on pages 7 to 26 were approved by the hoard on 16 June 1994 and were signed on its behalf
by:
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NORTIUMBRIAN WATER LIMITED

CASH FLOW STATEMENT
for the year ended 31 Murch 1994

NET CASH INFLOW FROM
OPERATING ACTIVITIES z5

RETURNS ON INVESTMENTS
AND SERVICING OF
FINANCE

Interest received

Interest paid - loans

Interest paid - finance leases
Dividends paid

NET CASH OUTFLOW
FROM RETURNS ON
INVESTMENTS AND
SERVICING OF FINANCE

TAXATION
Tax relief received

INVESTING ACTIVITIES
Purchase of tangible fixed ussets
Sale of tangible fixed assets
Grants received

NET CASH OUTFLOW
FROM INVESTING
ACTIVITIES

NET CASH INFLOW/(OUTFLOW)
BEFORE FINANCING

FINANCING

New loans

Principal repayment under
finance lease

NET CASH (OUTFLOW)/INFLOW
FROM FINANCING

INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS 27

1994

£'m £m

107.3

1.4
(13.9)
(1.8)
(24.3)
(38.6)
0.8
(39.2)
0.6
5.2
(53.4)
16.1
(2.8)
2.8
13.3

The notes on pages 10 10 26 forin part of these accounts,

Audilors’ report page 6,

1003
£ m £'m
74.2
2.6
{11.4)
(1.8)
(9.7
(30.3)
6.4
{75.3)
3.4
4.0
(67.9)
(17.6)
17.0
17.0
(0.6)



NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNTS
For tite year ended 31 Miurcls 1994

i ACCOUNTING POLICIES

The accounts have been prepared in accordunce with appiicable Accounting Standurds in the United
Kingdom. A summary of the more important accounting policies, which have been applied
consistently, is set out balow,

{a) Changes in accounting policies

Financial Reporting Standard No 3, "Reporting Financial Performance” requires the
adoption of accounting policies which differ from those previousiy adopted by the
company. In 1993/94, the effect of the adoption of these accounting policies has not !
resulted in any changes other than those explained in the footnotes to the profit and loss
account.  The provisions of Financial Reporting Standard No 4, "Capital Instruments”,
where applicable, have also been adopted by the company. !

(h) Basis of aceounting

The secounts have been prepared under the historical cost convention.

(<) Turnover
Turnover, which excludes Value Added Tax, represents the income meceivable in the
ordinary course of business for services provided within the United Kingdom,
() Tangible fixed assets and depreciation
Tangible fixed assets comprise:
)] Infrastructure assets
Infrastructure assets comprise a netwoik of systems (being water mains and
sewers, impounding and pumped raw water storage reservoirs, dams, shidge
pipelines und sea ountfalls),
Expenditure on infrastructure assets relating to increases in capacity or
enhancements of the network is trented as additions which are included at cost,

after deducting grints and contributions

Expenditure on munintaining the opemting capability of the nztwork in
nccordance with defined standards of service is charged ns an operating cost.

No deprecistion is charged on infrastruciune assets because the network of
systems is required lo be mamntained in perpetnity and therefore has no finite
economie like

10




NORTHUMBRIAN WATER LIMITED

NOTES TOQ THE ACCQUNTS (Continued)

I

ACCOUNTING POLICIES (Continued)

0

*9 Otlier nssets

Other assels (including properties, overground plant and gquipment) are
included at cost less accumulated depreciation. Additions are included at cost.

Freehold laad is nut denceciated. Other assets are depreciated evenly over their
estimated economic Jlives, which are principally us follows:

Freehold buildings 30 - 60 years

Opertional structures, plant and machinery 4 - 80 years

Fixtures, fittings, tools and egutipiment 4 - [0 yenss
(iii) Assets in the course of construction

Assets in the course of construction are not deprecinted until commissioning.

Gavernment grants and contributions
Revenue grants are gredited to the profit und joss uccount when received,

Capital grants and contributions relating to infrastructure assets bave been deducted from
the cost of those ussets as permitted under Statement of Standard Accounting Practice No
4. This is nat in secordunce with the Companies Act 1985 which requires fixed assets to
he stated at their purchuse price or production cost without deduction of grants and
contributions which are treated as deferred income, This departure is, in the opinion of the
directors, necessary for the accounts to give u true and fair view: infrustructure assets are
not depreciuted, and it is therefore not appropriate to recognise related grants and
contributions us deferred jncome.  The eftect of the departure on the value of tangibla
fixed assets is disclosed in note 10,

Capital grants and contribmions refuting 1o other assets are treated ns deferred income and
amortised in the profit and loss account over the expected useful economic lives of the
quulifying assets,

Hire purchase und tensing

Where assets are financed by hire purchase or leasing armangements which transfer
substantially 811 the risks and rewards of ownership to the company, the assets are freated
as if they had been purchased and the corresponding capital cost is Inated as a liability.
Rentals ur teasing payments are treated as consisting of & capital clement and finance
costs, the capital element reducing the outstanding liability and the finance costs being
chasped to the profit and loss account over the period of the hire purchase contract or leasu
{n propartion to the reducing outstanding linbility

Renta) costs arising under operating leases are charged o the profit and loss acctunt in the
year they are incurred,

11




NORTHUMBRIAN WATER LINOTED

NOTES TO TUE ACCQOLUINTS (Continued)

| ACCOUNTING POLICIES (Continued)

()

{h)

(i}

(k)

U]

Stocks and wark in progress

Paw materials and consumables are staied at cost less any provision necessary to recognise
damage and obsolescence. Work in progress is valued at the lower of cost and net
realisable vatue, Cost includes labour, materials, transport and an element of overheads,

Pension costs

The cost of providing pension benefits is charged to the profit and loss account s0 as to
spread the cost over the expected werage service lives of employees, Differences between
the amounts funded and amounts charged to the profit and loss account are treated as
prepayments or aceratals in the balunce sheet,

Deferred taxalion

Tax deferred or aceelerated is accounted for in respect of all materinl timing differences
to the extent that it is probable that o liability or asset will erystallise in the foresecable
future, Timing differences arise trom 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 mnde ot the rate which is expected to apply when the linbility or
asset orustallises,

Foreign currency

All transactions denominated in foreign currencies are translated into sterling at the actual
rates of exchange ruling at the dutes of the transuctions, Foreign currency balances are
trunslated into sterling at the rtes of exchange ruling at the balance sheet date, Exchange
rains or losses are recognised in the profit and loss account,

Research and development

Resenrch and development expenditune is charged to the profit and loss account in the year
in which it is incurred.

Investments

Fixed asset investments are stated at their purchase cost,

12




NORTHUMBRIAN WATER LIMITED
NOTES TQ THE ACCOUNTS (Continued)

2 TURNGVER, PROFIT ON ORDINARY ACTI(VITIES BEFORE TAXATION AND NET ASSETS

An analysis by class of business of turnover, profit on ordinary activities before taxation and net assels, is
as follows:

Profit on ordipiry
activities before

Tumover taxation Net_Asgety
1994 1993 1994 1993 1994 1993
£'m £'m £'m £'m £'m £'m

Appointed busine,s 204.9 189.0 57.0 47.9 482.9 425.9
Nosn-appointed business 20.7 21.0 9.2 6.0 137.2 132.1
225.6 210.0 06,2 53.9 620, 558.0

The appointed business is that part of the company’s business covered by appointments made by the
Secrelary of State for the Environment to be water and sewerage undertaker for specific areus in the North
East of England in accordance with the Water Industry Act 1991, The non-appointed business comprises
those conunercial activities undertaken by the company which till outside the scope of the Act,

3 OPERATING AND CAPITAL MAINTENANCE COSTS
@) Operating costs camprise:
1994 1993
£'m £'m
Muterials and consumables 2.8 10.0
Other external charges 12.8 10.9
Muanpower costs (note 7) 23.7 22.8
Other operating charges 64.9 68.7
Other operating income (0.2) C.4)
111.0 112.0
)] Capital maintenance cosls comprise:
1994 1963
£'m £m
Depreciation 14.8 12.6
Infrustructure renewals expenditure 11.6 204
Infrastructure renewals accrued /{prepaid) 7.4 (1.9)

33.8 311




NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNTS (Continued)

3 OPERATING AND CAPITAL MAINTENANCE COSTS (Continued)

The basis upon which the value of the infmstructone renewals charge is maintained, in the light of inflation,
was revised during the year ended 3! March 1993, As u result, the churge is £3. 1m lower than it would
have been had this revision not been adopted,

The current year and comparative figures for operating costs hav2 been split into operating costs and capital

maintesance costs in the profit and joss nccount.  The directors consider that this provides a more
meaningfil presentation,

{© The above costs are stated after crediting:
1994 1993
£'m 2'm
Amortisation of capital grants and contributions 0.7 0.6
And alter charging:
Depreciation of owned tangible fixed agsets 12.4 1.7
Depreciation of tangible fixed assets held
under finance leases 2.4 0.9
Hire of plant and machinery - operuting leases 0.6 1.1
Hire of other assets - operating Jeases 0.1 0.1
Costs of research and development 3.0 1.5
Directors' emoluments (note 5) 0.4 0.3
Audilors' reuneration 0.1 0.1

Provision of non-wudit services to the company by its auditors and their associates was £0.4m
(1993 £0.3m).

4 NET INTEREST PAYABLE
1994 1995
£'m £'m
Net interest payable comprises:
Interest payable:
Bank loans, overdrafis and other loans:
Repayable within five years otherwise than
by instalments 5.7 5.
Not wholly repayabie within five years 6.0 7.7
Repayable in more than five years 1.6 0.9
13.9 13.7
Financing charges payable under finance leases 2.3 1.8
Total interest payable 16.2 15.5
Interest receivable (1.6) (2.5)
Nel interest payable 14.6 13.0

The total interest payable on bank Joans, overdrafts and other loans inchudes £3.0m (1993: £5. 1m)
in respect of interest payable on amounts owed to group undertakings,

14




NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNTS (Continued)

5 DIRECTORS' EMOLUMENTS

1994 1993

£000 £'000

Salary payments (including benefits in kind) 294.1 287.7
Pension contributions 28.4 28.0
322,5 315.7

Compensation for loss of oflice 104.2 -
426,7 315.7

Emoluments  include amwunts paid to:

1994 1994 1993 1993

Chatrinan Highest Chairman Highest
paid paid
director director
£'006 £000 £000 £000

Salary puyments (including benelits) 12.3 13.6 - %0.4
Pension contributions - 7.0 - 8.7
12.3 80.6 - 99.1

Compensation for loss of ofiice - 84.2 - .
12.3 164.8 - 99.1

Cowmpensation for loss of office includes the monetary value of cars retained by the directors who
resigned,

The number of diregtors who received emoluments (excluding pension contributions) in the
following mnges wass

1994 1993
No o
£0 - £5,000 3 3
£10,001 - £15,000 1 .
£20,001 - £25.000 1 2
£35,001 - £40,000 - 1
£55,001 - £60,000 - 2
£65,001 - £70,000 2 -
£70,001 - £75,000 1 -
£50,001 - £95,000 - i
£155,001 - £160,000 1 -

i5




NORTHUMBRIAN WATER LIMITED
NOTES TO THE ACCOUNTS (Continued)

5 TRANSACTIONS WITH DIRECTORS AND OFFICERS
No teansactions or arrangemenis which are disclosable under the provisions of the Companies Act
1985 have oceurred.
7 EMPLOYEE INFORMATION
(%) The total employment costs of all employess (including directors) were:
1694 1993
£'m £'m
Wages and salaries 21.8 21.3
Sociul securily costs 1.8 1.7
Other pension costs 2.4 2.1
i
Total employment costs 26.0 25.1
(b) Total employment costs are charged as follows:
1994 1993
£'m £m
Manpower costs {note 3) 2. 22.8
Cupitaf schemes and infrustruciure renewuls 2.3 2.3
26,0 25.1
©) The uverage number of employees on the payroll during the financial year was 1,360
' (1993: 1,302).
(d) The number of enployees on the payroll as ut the balunce shest date was 1393 (1993:
1333). Of these 430 were employed on fixed term contmcts (1993: 369).
8 TAXATION ON PROFIT ON ORDINARY ACTIVITIES
1994 1993
£'m £'m
Credit for tax losses surrendered to
group compuanies 0.8

|
|

16




NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNTS (Continued)

8

TAXATION ON PROFIT ON ORDINARY ACTIVITIES (Continued)

{w) The company has provisionally surrendered tax losses to fellow subsidinries in the current
year of £11.6m (1993: £49.2m) payment for which ¥ « hgen postponed (noie 30).

(h) Deterred taxation provided i the financind statements is LNil (1993; £Nil}, The full
potential xmount of deferred taxation calculated at 33 per cent (1993: 33 per cent) on ul
timing differences is as follows:

1994 1993
£'m 'm
Accelerated capital allowances 147.9 115.0
Other timing differences (12.6) (8.0)
135.3 106.0

(c) The company may become entitled to receive o payment of £19.7m (1993: £16.2m) in

respect of losses it has provisionally surrendered as group relief for which payment has
been postponed (note 30).

DIVIDENDS
1994 1993
E'm £'m
Ordinary:

Final proposed of 3.343p (1993: 19,812p) per share 4.1 24.3

The caleutation of pence per share for the proposed dividend for the year ended 31 Murch 1994
is bused on the total share capital of the company. However this proposed dividend has been
restricted to profits from the non-appointed business, The caleulation of pence per share bused only
on the non-appointed share capital of £30,6m is 13.399p per share (1993: 8.170p per share). No
dividend has been paid from the appointed business (1993: £21.8m). This will facilitate the start
of a re-structuring of reserves in line with the balanee sheat adjustments agreed with the QOflice of
Water Services for the year ended 31 March 1993,

17




NORTHIUMBRIAN WATER LIMITED
NOTES TO THE ACCOUNTS {Continued)

10 TANGIBLE FIXED ASSETS

Operational  Fixtures, Assets

Freehold Infra-  structures, fittings, in the

land and  structure plant and  wols and course of

buildings assels,  machinery  equipment construction Total

£'m £m £'m £'m £'m £'m

Cosl:
Balance at ! April 1993 23.0 415.1 293.9 22,6 1077 862.5
Additions o - - . 73.4 73.4
Schemes comumissionad 2.9 34.8 49.8 5.5 (93.0) 0.0
Disposals {0.3) - (0.6) . - 09
Grants and contributions - (1.3) - - (1.2) (2.5)
Balance at 31 March 1994 25.6 448.6 343.1 28.1 87.1 932.5
Depreciation:
Balance at 1 April 1993 5.1 . 68.8 18.4 - 92.3
Provision for yzar 0.9 - 1.6 2.3 - 14.8
Disposals 0.1 - (0.6) - - 0.7
Balance at 31 March 1994 5.9 - 79.8 20.7 - 106.4
Net book value:
At 31 March 1994 19.7 448.6 263.3 7.4 87.1 826.1
At 31 March 1993 17.9 415.1 225.1 4.2 107.9 770.2

The net book value of infrustructure assets including infrastructure assets in the course of
construction is stated afler the deduction of grunts and contributions nmounting to £29.3m (1993;

£36.8m) in order to give a true and fir view,

Operational structures, plant and machinery includes an efement of land and buildings dedicated to

those assets.

The net book value of tangible fixed wssels held under finance leases at 31 March 1994 was as

1293

E'm
26.1

1.5

follows:
1994
£m
Opentional structures, plant and machinery 38.6
Fixtures, fitlings, tools and equipment 3.4
Assets in the course of construction 2.2
44,2

27.6

18



NORTHUMBRIAN VA lHIl LIMITED

%
NOTES TO Tt ACOGUNTS (Continued)
e il INVESTMENTS
h The compitny hiw unlisted investiments of £0, 1m (1993 £0,1m). Included within this amount is an
investment of £2 in & wholly-owned subsidiary, Northumbrian Water Services Limited, a company
N registered in England and Wales, which was acquired during the year. This subsidiary is engaged
. in carrying out various conunercinl contracts, Consolidated accounts, which include the results of
. this subsidiary, have not been prepared because of the exemption which permits a whoily-owned
| subsidiney of an Buropean Economic Conununity parent not 1o prepare consolidated accounts, The
activities of Northumbrinn Water Services Limited were not material in the year ended 31 March
| 1994,
N 2 STOCKS AND WORK IN PROGRESS
3 1994 1993
ve £'m £'m
Raw materinls nnd consumables 2.0 2.3
Work in progress 0.2 0.1
& 2.2 2.4
i\ 13 DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
e 1994 1993
£'m 'm
i Trade dehtors 12.3 13.7
- Amounts owed by parent compiny and
‘ fellow subsidiaries (see (@) below) 0.4 5.4
Other debtors 6.6 5.9
Prepayments und accrued income 12.1 10.6
A3 31.4 35.6
‘. (a) Included in amounts owed by parent company and fellow subsidiaries is £Nil (1993:
. £0.8m) in respect of group tax relief.
. 14 INVESTMENTS
X 1994 1993
£'m £m
B Short term deposils 46,0 -

These deposits have been invested by Nosthumbrion Water Group PLC acting as agent for
Northumbrian Water Limited.
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e NORTHUMBRIAN WATER LIMITED ‘
t"' NOTES T0O THE ACCOUNTS (Continued)
e
s I
r-::, !
15 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR |
% 1994 1093 |
e £'m £'m
"
Bank overdraft (see (n) belovs) 3.3 -
3 Obligations under finance feases (note 18) 5.1 1.8 |
p Trade creditors 3.4 7
Amouats owed 1o parent company and fellow subsidiaries 6.9 6.2 .
) Other creditors (see (h) below) 35.2 40.5 N
f:".‘_ Taxation and socinl security 0.6 0.6 i
Proposed dividend payable to parent company 4.1 24.3
‘..';".-, Accruals and deferred income 5.6 4.1
64.2 81.2
|
(: |
- (a) The bank overdraft represents £3.3im of unpresented items which the company has taken :
NEY the opportunity to place on overnight deposit (1993: £Nil). This amount is included within
i short term deposits (note 14),
v () Other creditors includes creditors refuted to capital projects of £18,3m (1993: £23.9m).
w‘: 16 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
1994 1993
£m £'m
. Loans (note 17) 77.0 770
Obligations under finance leases (note 18) 43,3 29.1
Amounts owed o parent company 50.0 50.0
- Other creditors 0.4 0.6
170.7 156.7
. At 31 March 1994 the company had entered into interest swap arrangements totalling £67.0m
e (1993: £67.0m}, over periods between two and six years with various counterparties, Under these
i arrangements the company is required to pay interest on this balance &t various fixed rates of 9.43
to 11,45 per cent and will receive interest on these amounts at rates finked to LIBOR.
L‘;:
R The mmnount owed to the parent company of £50.0m is due for repayment in December 1995,
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NORTHUMBRIAN WATER LIAITED
NOTES TO THE ACCOUNTS (Continued)

17 LOANS
1994 1993
'm £'m
Loans are repuyable as follows:
Between two and five years 3.9 8.5
In five years or more 63.1 68.5
71.0 77.0

Loans repayable otherwise thun by instalments which fafl due after more than § years amount to
£17.0m and bear interest at 0.2 per cent below LIBOR,

Loans repayable by instalments amount 1o £60.0m and bear interest rates in the range 10.4 to 11.5
per cent,

18 OBLIGATIONS UNDER FINANCE LEASES

Obligations under finunce leases are as {ollows:

1994 1993
£'m £'m
Amounty due:
Within one year 5.1 1.8
Between one and two years 2.2 0.7
Between two and five years 9.1 2.6
In five years or more 108.6 93.7
125.0 98.8
Less: finance charge sllocated to
future periods {76.0) (67.9)
48.4 30.9
Diselosed as due:
Within one year (note 13) 5.1 1.8
After more than one yeur (note 16) 43.3 29.1
48.4 30,9
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NORTHUMBRIAN WATER LIMUTED

NOTES TO YHE ACCOUNTS (Continued)

18

19

20

21

OBLIGATIONS UNDER FINANCE LEASES (Continued)

[nchuded within obligations under finunce leases is an amount due to St Maury's Court Limited, a
fetlow subsidiury, of £0.2m (1993: £Nil). Of this, £2.0m is due within one year, £2.6m is due
between one and two years, £5.2m is due between two and five years and finance charges allocated

to future pericds mmount to £1.2m,

PROVISIONS FOR L!ABILITIES AND CHARGES

Infrastructure renewals:
Balance at | April 1993
Utilised during the year

Transterred from profit and loss account

Balance at 31 March 1994

ACCRUALS AND DEFERRED INCOME

Non-infrastructure capital grunts and contrihutions:

Bulance at 1 April 1993
Additions
Amortisation in year

Batance at 31 March 1994

CALLED UP SHARE CAPITAL

Authorised:
122,650,000 Ordinary Shares of £1 each

Allotted, called up and fully paid;
122,650,000 Ordinary Shares of £1 each

22
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19.8
(11.6)
19.0

27.2

122.7 122,7




NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNTS (Continued)

22 DIRECTORS' INTERESTS

The beneficial interests of directors and their fumilies st 31 March 1994 in numbers of ordinary
shares of Northumbriae Water Group PLC are set out below:

Shures Options
1 April 31 March I April Granted Exercised 31 March
1993 1994 1993 1994

J A Foster 9340 5665 24526 3732 - 28258
A F Jones 1618 1722 32124 3156 (9638) 25642
A Girven 475 507 26729 - . 26729
[ MaeMillan 495 541 32901 - (11714) 21187
A C Price - 601 10375 - - 10375
(see (n) below)
() A C Price was appointed as n director of the company on 31 March 1994. The

comparative figure is at this date,
The ahove interests are us shown by the register kept in sccordanes with the Companies Act 1985,

The beneficial interests of other directors also heing directors of Northumbrinn Water Gronp PLC
are disclosed in the accounts of thut company,

None of the directors had sny interest in the shares of other companies in the group.

Further details of the share option sgheines are set out in the accounts of Northumbrian Water
Group PLC.

23 PROFIT AND LOSS ACCOUNT

£m
Balance at 1 April 1993 435.3
Profit retained for the year 62.1
Balunce at 31 March 1994 497.4
24 RECONCILIATION OF MGVEMENTS IN EQUITY SHAREHOLDERS' FUNDS

1994 1993

£'m £'m
Balance at 1 April 538.0 527.6
Profit for the linancinl year 66.2 54.7
Dividends 4.0 {24.3)
Balance at 31 March 620.1 558.0
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NORTHUMBRIAN WATER LIMITED

NOTES TO T ACCOUNTS (Continued;

25

26

NET CASH FLOW FROM OPERATING ACTIVITIES

1994 1993
£'m £'m
Operating profit 80.8 66.9
Depreciation on tngible fixed assets 14.8 12.6
Infrustructure renewals expenditun: (11.6) (20.3)
Provision for infrstructure renewals 19.0 18.5
Amortisalton of grants (0.7) (0.6)
Profit on sale of fixed assets (©.4) (0.3)
Decrease in stock 0.2 0.3
Decrease/{incrense) in trde deblors .4 (0.9)
{Increase}/decrease in ather debtors (1.1) 0.3
Decrease in amounis owed by gronp companies 4.1 1.4
(Increase)/decrenase in prepayments and scerued income (1.2) 0.7
Decrease in trade creditors {36! -
Incrense/(decrease) in amotnts owed o group companies 1.0 (1.4)
Increase in texation and social wecurity costs - 0.1
Decrease in other creditors - (3.2)
Increase in accrunls 1.5 .1
Decrease in other long term linbilities {0.2) -
Net cash inflow from operating nctivities 107.3 74.2
ANALYSIS OF CHANGES IN FINANCING DURING THE Y.‘AR
1994 1993
Share Loans and Share Loans and
capital finunce capital finance
lease lease
obligntions obligntions
£'m £'m £m £m
Balance at 1 April 122.7 157.9 122.7 123.3
New loans - - 17.0
Inception of finunce lease contracts:
Nuew finance feases - 19.8 - 15.9
Capital repayment - (2.8) - -
Accrued inferest - 0.5 - 1.7
Balarce at 31 March 122.7 175.4 122.7 157.9

The value of new finance leases has been deducted from the cash paid for fixed asset additions in

the cash flow stalement {note 28).

24



Al 1P .

NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNRTS (Continued)

27

28

ANALYSIS OF CHANGES IN CASH AND CASH EQUIVALENTS DURING THF YEAR

1994 1993
Cush Short Total Corh Short Total

at Term at Term

Bank Deposits Bank Deposits
£'m £m £'m £'m £'m £'m
Balance at | April 20.4 - 29.4 30.0 - 30.0
Net cash inflow/{outliow) (2.7 46,0 13.3 (0.6) - (0.6)
Balance at 31 March 3.3) 46.0 42.7 29.4 - 29.4

MAJOR NON CASH TRANSACTIONS

During the period the company had sigrificant drawdowns of £7,8m (1993: £15.9m) relating to the
Royal Bank of Scotland finance leusing facility, £11.4m reluting to a sale and lease-bagk
arrangement with & Mary’s Court Limited, a fellow subsidiary (1993: £Nil) and £0.6m relating
to assets taken over from a group company (1993: £Nil).

COMMITMENTS AND CONTINGENT LIABILITIES

1994 1993
£m £m
(2) Capital expenditun:
Expenditure contracted for 24,3 38.0
Expenditure nutharised by directors
but not yet contracted for 60,7 52.0
85.0 90.0

——

In addition to these comnvtments the compuny has longer term capital expendituse plans
which include investment to reet shortflls in asset performance and condition and to
provide for new demand and growth,




NORTHUMBRIAN WATER LIMITED

NOTES TO THE ACCOUNTS (Continucd)

9

314

32

COMMITMENTS AND CONTINGENT LIABILITIES (Continued)

{h) Lease comymilinents

The company has entered into non-canvellable operating leases in respect of Jend and
buildings, plent, machinery and motor vehicles, The total amiount payable under these
feases in the aext year is as follows;

1994 1993
Land and Land and
hugdings Qther bujldings Othes
£'m £'m £ £'m
Leases which expine
Waihin one year - 0.2 - 0.2
Between two and five yeurs - 0.9 - 0.8
ln five years or more 0.1 - 0.1 -
0.1 1.1 0.1 1.0

CONTINGENT GAIN

The company may become enfitled to receive a payment of £19,7m (1993; £16.2m) in respect of
losses it has provisionally surrendered to fellow subsidiuries as group retief for which payment has
been postponed. The receipt will only be due when and to the extent that this company becomss
Iiable to pay mainstream corporation tax.

PENSIONS

As o subsidiary of Northumbrian Witer Group PLC, the company participutes in & group pension
scheme, The group opesates two funded defined benefit final salary schemes, the Water Mirror
Tmuge Pension Scheme and the Wider Pension Scheme,

The etiployer’s contributions und pension cost have been assessed in accordnnce with advice from
William M Mercer Fraser Limited, wn independent sctuary, The fast actuarial valuation of the
schenes was carded out os at 35 March 1993, Full details of the schemes are disclosed in the
accounts of Narthumbrian Water Group PLC,

ULTIMATE PARENT COMPANY

The company’s ultime parent company is Northwnhrian Wider Group PLC, 2 company registered
in England and Wales, According to the register kept by the compuny, Northwmbrian Water Group
PLC has & 100 per cent interust in the equity capiial of Northumbrinn Water Limited at 31 March
1994, Copies of the parent’s consolidaled financial stutements may be obtined from Northumbrian
Water Group PLC, Northunibein House, Regent Centre, Gosforth, Neweastle upon Tyne.

Auditors’ report pag - 6.
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