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Agenda

Introduction
John Cuthbert

Financial review
Chris Green

Operational review
John Cuthbert

Questions



Highlights

Delivering strong performance

Financial

- revenue & PBT up 7.1% and 13.4%, respectively
Operational

- water supplies maintained, leakage levels met
Customers

- will benefit from future price changes
Funding

- funding in place for capital investment to 2010
Dividend

- final dividend of 7.52p per share, full ordinary

dividend of 11.27p per share






Summary Group results

Revenue

PBIT

Interest

Profit before tax
Profit after tax

Discontinued operations

2007
£m
633.5
258.2
(111.2)
147.8
111.2

2006
£m
591.5
236.2
(106.0)
130.3
91.0

15.4

InC.
%

13
22



Taxation

2007 2006

£m £m

Current tax 8.6 15.7
Deferred tax 28.0 23.6
Total tax charge 36.6 39.3
Effective tax rate 25% 30%
Cash tax rate paid 10% 5%

Discontinued operations : £0.7m



Earnings per share

(continuing operations)

2007
Profit for the period £110.9m
Weighted average no. of shares in issue 517.7m
Basic EPS 21.42p
Adjusted EPS ! 24.95p

2006
£90.5m
517.9m

17.48p
19.52p

ladjusted for deferred tax charge of £28.0m (2006: £2 3.6m), amortisation of
debt fair value of £7.7m (2006: £13.0m) and IAS 39 credit of £2.0m (2006: nil)



Segmental analysis

Turnover

Northumbrian Water Limited
Water & waste water contracts
Related services

Inter segment

External discontinued operations

2007 2006
£m £m
586.5 555.5
37.0 28.4
25.3 53.3
(15.3) (26.5)
: (19.2)
633.5 591.5




Segmental analysis
Profit before interest

Northumbrian Water Limited
Water & waste water contracts
Related services

Less discontinued operations *
Central unallocated/provisions

* Includes £14.6m profit on disposal

2007
£m
242.6
11.9
0.3

3.4

258.2

2006
£m
234.6
1.8
16.4
(15.8)
(0.8)

236.2




Central unallocated/provisions

2007

£m

NWG (3.5)
IAS 19 6.2
Other 0.7
3.4

2006
£m
(3.5)
1.4
1.3

(0.8)




Pensions

Pension analysis:

UK GAAP charge
IFRS charge
IAS 19 credit

2007
£m

11.7
5.5

6.2

2006
£m

9.5
8.1

1.4




NWL summary

Turnover

Operating costs

Capital maintenance costs
Operating profit

2007 2006
£m £m
586.5 555.5
(248.2) (227.0)
(95.7) (93.9)
242.6 234.6

InC.
%
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NWL Non-appointed & Kielder

Non- Reiver Consol Group
app. (EA) Adj.

£m £m £m £m

Turnover * 20.5 12.3 * (7.1) 25.7
Operating costs (8.2) (0.2) - (8.4)
Operating profit 12.3 12.1 (7.1) 17.3
Interest 10.0 (14.2) 0.2 (4.0)
PBT 22.3 (2.1) (6.9) 13.3

* Amortisation of £212.1m over 30 years



NWL turnover

£m

600 -
590 -
580 -
570 -
560 -
550 -
540 -
530 -
520 -
510 -
500 -

555.5

2006

3.7

(3.6)

586.5

12.4 I I
s W
K (3.7% RPI (2.43%) Growth Large user

reductions

2007




NWL total operating costs

£m

360 -
| 4.2 (5.5)
350 343.9
2.2
6.4 -
340 -
2.2
8.6 ]
330 -
4.9
320.9 .
320 -
310 -
300 ‘
2006 One-offs RPI Depreciation / Power Pension costs * Adds to base Efficiencies / 2007
Infrastructure Other

* on a defined contribution basis




Energy

2006 2007 2008
£m £m £m
Energy costs 25.1 33.0 27.1 *

* Forecast for 07/08 (77% of electricity for 07/08 purcha  sed to date)



Gearing - outlook stable to 2010
% of RCV*

2007 2006

% %

NWG 74 77
NWG (excl FV adj.) 72 74
NWL 65 66
NWL appointed 57 58

2006 2007 2008 2009 2010
*RCV at 31 March (Em) 2,624 2,817 2,940 3,047 3,127

Outturn prices, assuming inflation of 2.5% per year



Group movement in net debt

Net cash flow from operations

Net interest paid

Advanced contributions-retirement benefits
Taxation

Net capital expenditure

Equity dividends paid

Subsidiaries disposed

Ayres acquisition

Bond indexation

Other/non-cash items

2007
£m
335.9
(112.2)
(25.8)
(14.6)
(189.5)
(55.8)

(12.4)
5.2

Increase in net debt

(69.2)

2006

£m
315.0
(115.6)
(22.8)
(6.5)
(182.3)
(69.7)
18.6
(68.3)
(2.7)
4.9

(129.4)




Funding facilities update

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

EIB facility of £100m drawn March 2007, variable ra te,
maturing 2022



Group debt profile

Net debt increased by £69.2m to £2,079.6m

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 31 March 2007 (excl. FV)
Acquisition fair value adjustment
Net debt 31 March 2007 (incl. FV)

£m
125.0
376.0
1,419.3
212.4
61.2
58.6
4.3
61.9
2.0

0.7

2,321.4
(308.1)

2,013.3
66.3

2,079.6




Group debt analysis

Gross debt mix Funding source

Index Linked,
18%

Bank, 8%

Bonds, 73%

Lease, 3%

EIB, 16%

Floating, 17%

Fixed, 65%



Gross Debt Maturity Profile

£m

600

500 -
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400
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2010 2015 2020 2025 2030 2035 2040 2045 2050 2055

5 year periods






NWL - Water

Quality

High standard of drinking
water maintained (99.97%)

Efficiency

Leakage targets met north
and south

National Water Efficiency
Award

Security of supply
No restrictions

Langford and Abberton



NWL - Water Resources



NWL - Environment

Best ever bathing water
results

100% Mandatory
88% Guideline

High sewage treatment
compliance

99.8% of population served

One category 1 pollution
Incident



NWL - Carbon footprint

Energy management
Sludge digestion

Review of UV disinfection



NWL - Technology

Work Management System
Enhanced work planning
Improved data flows
Hand held units
Customer service

Sewerage system management
450 remote monitors installed
On-line flow management

Proactive response



NWL - Customer benefit from future
price changes

Price changes (k%) 2008 2009 2010
PRO4 3.2 1.0 0.6
Revised 2.8 nil nil

Cumulative customer benefit £22m by 2010



NWL - Customer

Levels of service
High standards maintained

Metering
Increasing penetration
Change of occupier
40% in Essex

Customer research
Satisfaction 91.5%
Value for money 87.0%
PRQO9 research underway



NWL - Corporate responsibility

Corporate responsibility model
Long term community investment
Health
Economy
WaterAid
Education
Affordable Housing

Community Foundations



NWL Investment programme

Invested £225 million
to meet regulatory outputs

Pesticide work at 3 water
treatment works completed

Mains to Hexham repaired

477 km water mains renewed
or relined

98 unsatisfactory storm
overflows replaced/improved

129 properties removed from
risk of flooding

Abberton pre-planning
submission



NWG - Pension scheme review

Age Regulations; ‘rule of 85’ to be removed
Working group established
Revised arrangements from 1 Jan 08

Dec 07 Actuarial valuation to incorporate changes



NWG - Water and waste water contracts

Ireland
Scotland

Gibraltar

Delivering against contracts

Focus on optimisation



NWG - AES

Merged into NWL
Best ever UKAS results
New contracts



Outlook

Continuing focus on water and waste water activitie s to
deliver value

Cost proactively managed

Maintaining operational performance

Good service levels meeting high customer expectati ons
Managing water resources in short, medium and long term

Delivering regulatory outputs






