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Highlights

Delivering on targets
- strong financial results
- good levels of operational performance
- Investment programme meeting regulatory outputs
- funding in place to 2010

Dividend policy
- ordinary interim dividend 3.75p per share

- consistent with progressive dividend policy of aro und
3% p.a. real growth



Board

July

Sir Derek Wanless appointed Chairman

September
Alex Scott-Barrett appointed to NWG Board
Dr Simon Lyster appointed to NWL Board

December
Ron Lepin resigned from NWG/NWL Boards
Claude Lamoureux appointed to NWG/NWL Boards



Chris Green

Finance Director



Summary Group results

Revenue

PBIT

Interest

Profit before tax
Profit after tax

Discontinued operations

2006
£m
315.9
129.5
(54.2)
75.5
56.8

2005
£m
295.3
116.8
(52.4)
64.3
47.2

15.5

Increase
%
-
11
3
17
20



Taxation

Current tax
Deferred tax
Total tax charge

Effective tax rate
Cash tax rate paid

Discontinued operations

2006
£m
10.4
8.3

18.7

2005
£m
10.1
7.0

25%
6%

17.1

27%

£0.7m



Earnings per share

2006 2005
Profit for the period £56.8m £47.2m
Weighted average no. of shares in issue 517.6m  517.9m
Basic EPS 10.97p 9.11p
Adjusted EPS ! 11.34p 9.30p

ladjusted for deferred tax charge of £8.3m (2005: £7. 0m), amortisation of debt
fair value of £4.4m (2005: £6.0m) and IAS 39 credit of £2.0m (2005: nil)



Segmental analysis

Turnover

Northumbrian Water Limited
Water & waste water contracts
Related services

Inter segment

External discontinued operations

2006
£m
293.6
17.9
12.7
(8.3)

2005
£m
277.2
13.0
39.3
(17.2)
(17.0)

315.9

295.3




Segmental analysis
Profit before interest

Northumbrian Water Limited
Water & waste water contracts
Related services

Less discontinued operations
Central unallocated/provisions

2006
£m
124.2
4.5
0.2

0.6

2005
£m
115.5
1.0
1.7
(1.4)

129.5

116.8




Central unallocated/provisions

2006

£m

NWG (1.7)
IAS 19 2.4
Other? (0.1)
0.6

2005
£m
(1.6)
(0.9)
2.5

lincludes one-off credits in 2005




NWL summary

Turnover

Operating costs

Capital maintenance costs
Operating profit

2006 2005
£m £m
293.6 277.2
(122.7) (112.4)
(46.7) (49.3)
124.2 115.5

Change
%

(5)



NWL turnover

em 300 -
295 -
290 -
285 -
280 -
275 -
270 -
265 -
260 -
255 -
250 -

277.2

2005

9.5

6.2

0.7

K (3.7%)

RPI (2.43%)

Other

293.6

2006




NWL total operating costs

£m

175 -

170 -

165 -

160 -

155 -

150 -

145 -

161.7

2005

3.0

3.7 (2.6)

2.7

18

1.3 ]

1694

One-offs

RPI Depreciation /
Infrastructure

Power

Pension costs* Adds to base

Efficiencies/ 2006
Other

* on a defined contribution basis




Gearing

% of RCV1
30.9.06 31.3.06
% %
NWG 76 77
NWG (excl FV adj.) 74 74
NWL 66 66
NWL appointed 58 58

Outlook stable 2005-2010

1 mid-year RCV estimated at £2,690m (March 2006: £2,6 24m)



Group movement in net debt

Net cash flows from operations
Net interest paid

Retirement benefits

Taxation

Net capital expenditure

Equity dividends paid
Subsidiaries disposed
Other/non-cash items

2006

£m
165.6
(52.4)
(26.1)
(4.4)
(89.0)
(36.4)

(0.3)

(Increase)/decrease in net debt

(43.0)

2005

£m
163.2
(53.9)

(0.1)
(81.0)
(36.8)

18.7

1.6

11.7




Funding facilities update

Index linked Eurobonds
- Issue of 1.7118% £100m maturing 2049
- Issue of 1.7484% £100m maturing 2053

EIB facility of £100m to be drawn by May 2007



Group debt profile

Net debt increased by £43.0m to £2,053.4m

NSL Bank loans
NWL EIB
Eurobonds

Kielder securitisation
Finance leases

CES Eurobonds
Subordinated loan stock

Ayres Bank loans
Subordinated loan stock

Others

Gross debt (excl. FV ad).)

Cash/other

Net debt 30 September 2006 (excl. FV)
Acquisition fair value adjustment
Net debt 30 September 2006 (incl. FV)

£m
125.0
283.4
1,412.3
212.1
60.0
58.6
4.4
61.9
2.0

0.9

2,220.6
(236.8)

1,983.8
69.6

2,053.4




Group debt analysis

Gross debt mix Funding source
Floating Bank Lee:)se
14% 8y SN

Index Linked
19%

Fixed
67%




Gross Debt Maturity Profile

600
500 -
400

300
200 -
100
el el eamm

2011 2016 2021 2026 2031 2036 2041 2046 2051 2056

5 year periods




John Cuthbert
Managing Director



Good operational performance
- NWL
- Water and waste water contracts
Ireland
Scotland
Gibraltar
- Related services
AES



Operations NWL - Water

High quality drinking water
No water restrictions - Essex supported by:
- Langford Recycling Scheme
- Ely Ouse Transfer
Low leakage levels and 15% reduction in demand

Meters increasing



Water resources - Essex
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Operations NWL - Environment

Best ever bathing water results
Major programme to improve intermittent discharges
No category 1 pollution incidents

Proposed withdrawal of ultra violet disinfection ou tside of
bathing season



Operations NWL - Customer

5 star ratings in Ofwat Levels of Service measures

Overall Performance Assessment affected by
- exceptional sewer flooding
- one failure at large works

Continued high satisfaction with service and
value for money



NWL investment programme

On target to meet regulatory outputs
- Whittle Dene upgrade
- Horsley upgrade
- 180km of trunk main refurbishment

Abberton pre-planning submission almost complete

Development of work management system



NWG - Pension

Advance contributions March/April 06 & April 07

Pension scheme review
- Age Regqulations; ‘rule of 85’ to be removed

- working group established
- options to Board in early 2007



Outlook

Continuing focus on water and waste water activitie
deliver value

Cost pressures proactively managed
Maintaining operational performance
Good service levels meeting high customer expectati
Managing water resources in short, medium and long

Delivering regulatory outputs

s to

ons

term






