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Notice of Annual General Meeting

Notice is hereby given that the fourth Annual General Meeting of Northumbrian Water Group plc (the Company) will be
held in the Bishops Suite, Ramside Hall Hotel & Golf Club, Carrville, Durham, DH1 1TD at 12 noon on 2 August 2007 for the
following purposes:

To consider and, if thought fit, to pass the resolutions numbered 1 to 10 as ordinary resolutions.

Ordinary Business

1.

THAT the audited financial statements and the reports of
the Directors and the Auditors for the year ended 31 March
2007 be received and adopted.

THAT the Directors’ remuneration report set out on pages
41 to 49 of the Annual report and financial statements for
the year ended 31 March 2007 be approved.

THAT a final dividend of 7.52 pence per ordinary 10 pence
share be declared.

THAT Alex Scott-Barrett, who was appointed to the Board
since the last annual general meeting, be appointed as a
director.

THAT Claude Lamoureux, who was appointed to the Board
since the last annual general meeting, be appointed as a
director.

THAT Sir Derek Wanless, who retires by rotation, be
re-appointed as a director.

THAT Jenny Williams, who retires by rotation, be
re-appointed as a director.

THAT Ernst & Young LLP be re-appointed as
auditors and the directors be authorised to
determine their remuneration.
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Special Business

9. THAT the Company and its wholly-owned subsidiary
Northumbrian Water Limited be and are hereby authorised
to make Donations to EU political organisations in an
aggregate amount not exceeding £25,000 during the
period beginning with the date of this resolution and
ending at the close of the annual general meeting of
the Company to be held in 2008 or on 30 September 2008
(whichever is the sooner).

10. THAT the maximum individual annual grant limit set out in
Rule 3.2 of the Northumbrian Water Group plc Long Term
Incentive Plan 2003 is increased from 75% to 100% of
salary and the directors be authorised to implement it.

By Order of the Board

Martin Parker
Company Secretary
5 June 2007

Registered Office:

Northumbria House, Abbey Road, Pity Me, Durham, DH1 5F)
Registered in England & Wales.

Company Number: 4760441
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Explanatory notes

All resolutions being proposed at the Meeting are ordinary
resolutions. For an ordinary resolution to be passed, a majority
of shareholders who vote must vote in favour of the resolution.

Resolution 1 - Financial statements and Directors’ and
Auditors’ reports

The directors must present to shareholders at the Meeting the
audited financial statements of the Company and the Directors’
and Auditors’ reports for the year ended 31 March 2007. An
information desk will be provided at the Meeting to answer any
shareholders’ detailed questions relating to these reports and
financial statements.

Resolution 2 - Directors’ remuneration report

The Directors’ remuneration report for the year has been
prepared in accordance with The Directors’ Remuneration
Report Regulations 2002 (the Regulations) and has been
approved by the Board. The Directors’ remuneration report is
set out on pages 41 to 49 of the Annual report and financial
statements for the year. In accordance with the Regulations,
shareholders must also be given the opportunity to approve
the Directors’ remuneration report. The shareholder vote will
be advisory only.

Resolution 3 - Declaration of final dividend

A final dividend of 7.52 pence per ordinary 10 pence share is
recommended by the directors for payment to shareholders
who are on the Register of Members at the close of business

on 17 August 2007. It is proposed that shareholders declare
this dividend by passing this resolution. Final dividends must

be declared by shareholders, but must not exceed the amount
recommended by the directors. If declared, the date of payment
of the final dividend will be 14 September 2007.

Resolutions 4 and 5 - Appointment of directors

In accordance with the Company’s Articles of Association, any
director appointed by the Board since the last annual general
meeting (AGM) must seek appointment at the next AGM. Alex
Scott-Barrett was appointed by the Board on 26 September
2006, and Claude Lamoureux was appointed by the Board on
1 December 2006. They are therefore both seeking appointment
at the Meeting. The Board recommends that Alex Scott-Barrett
be appointed to the Board because he makes a significant
contribution to the Board’s deliberations on strategic, financial
and risk management issues, and that Claude Lamoureux be
appointed to the Board because he brings management
expertise and experience of the highest order and a useful
international perspective. Information on both of these directors
can be found on page 4 of this booklet and on page 35 of the
Annual report and financial statements.
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Resolutions 6 and 7 — Re-appointment of directors

In accordance with the Company’s Articles of Association

and good corporate governance, at least one third of the
Company’s directors must retire by rotation at each AGM. Two
directors are therefore retiring and seeking re-appointment at
the Meeting. The Board recommends that Sir Derek Wanless
and Jenny Williams are each re-appointed to the Board because
of the experience and expertise that they each bring, and the
very significant contribution that they each make and will
continue to make to the Board. Information on the directors
seeking re-appointment at the Meeting can be found on

page 4 of this booklet and on pages 34 and 35 of the Annual
report and financial statements.

Resolution 8 — Re-appointment and remuneration of the
auditors

It is a requirement that the auditors of a company are
re-appointed at each general meeting at which accounts are
presented. Ernst & Young LLP have expressed their willingness
to continue in office for a further year and this resolution
proposes their re-appointment and, in accordance with
standard practice, authorises the directors to determine

the auditors’ remuneration.

Resolution 9 - Political donations

The Company does not make what are commonly regarded
as donations to any political party. The definition of donations
in the Political Parties, Elections and Referendums Act 2000
(PPERA 2000) is wide and covers activities which form part

of the necessary relationship between the Company and
political organisations. These activities include attending Party
Conferences, as these provide the best opportunity to meet a
range of stakeholders, both national and local, to explain our
activities, as well as local meetings with MPs, MEPs and their
agents. The costs associated with these activities during
2006/07 were as follows:

Name of EU political organisation Donations for the year (£)

Labour 7,585
Liberal Democrats 2,293
Conservative 2,303
Total 12,181

The expenditure reflects the representation of political parties in
Northumbrian Water Limited’s (NWL) areas of supply. Shareholder
authority to permit the Company to continue with these
activities is being sought at this AGM.
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Resolution 10 - Amendment to the Long Term Incentive Plan
Shareholder approval is being sought to amend the
Northumbrian Water Group plc Long Term Incentive Plan 2003
(the LTIP). Executive directors and senior managers of the
Company and NWL are currently eligible to participate in the
LTIP, which currently provides for annual conditional awards of
shares in the Company up to a value equal to 75% of annual
basic salary.

The Remuneration Committee (the Committee) considered
benchmarking data on salaries, annual bonus, equity incentives
and total remuneration of other quoted water companies and a
wider group of other asset intensive businesses, provided by its
independent remuneration adviser. When reviewing this data,
the Committee discounted the 'market rate’ to reflect NWG's
size relative to the other quoted water companies.

Taking account of this benchmarking data and the recent
change to the LTIP’s performance conditions, the Committee
decided that it wishes to increase the LTIP grant levels for the
executive directors up to a value equal to 100% of salary. In
reaching this decision, the Committee took particular comfort
in the fact that any incremental pay resulting from this change
in policy will only be achieved if the Company's stakeholders
also benefit.

The current intention is that awards equal in value to 100%
of salary will only be made to the executive directors. The
vesting of awards is subject to continued employment and
the performance of the Company against the conditions
described in the Directors’ remuneration report.

A copy of the rules of the LTIP showing the proposed
amendment is available for inspection at New Bridge Street
Consultants LLP at 20 Little Britain, London, EC1A 7DH, and at
the Company’s registered office, during normal business hours
on any weekday until the close of the Meeting and at the
Ramside Hall Hotel & Golf Club for at least 15 minutes prior to
and during the Meeting.
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Biographies of directors seeking
appointment and re-appointment

The Chairman has evaluated formally the performance of the directors seeking appointment and the performance of Jenny Williams
who is seeking re-appointment. The Chairman believes that all of these directors continue to be effective and are fully committed
to their roles. The non-executive directors, led by Sir Patrick Brown, have evaluated the performance of the Chairman, who is also
seeking re-appointment. They consider that he continues to be effective and is fully committed to his role in leading the Board.

Sir Derek Wanless

Chairman

Sir Derek Wanless was appointed to the Board as an
independent non-executive director in December 2003.

He was appointed to the board of NWL in January 2006, and
in July 2006 became Chairman of NWG and NWL following
Sir Fred Holliday’s retirement. He became a director of National
Westminster Bank plc in 1991 and its Group Chief Executive in
1992. He retired from this position in 1999. In 2002 and 2004,
he reviewed and reported on trends affecting health services
for the UK Government. Sir Derek is currently a non-executive
director of Northern Rock plc, Vice Chairman of the Statistics
Commission and a member of the Board for Actuarial
Standards at the FRC. Sir Derek chairs the Nomination
Committee and is a member of the Remuneration Committee.

Claude Lamoureux

Non-executive Director

Claude Lamoureux was appointed to the boards of NWG and
NWL on 1 December 2006. He is President and CEO of the
Ontario Teachers’ Pension Plan Board (OTPP). Previously, he
spent 25 years as a financial executive with Metropolitan Life

in Canada and the U.S. He also serves on the boards of the
Ontario Securities Commission Investor Education Fund and

the Canadian Institute of Chartered Accountants. Claude is a
co-founder of the Canadian Coalition for Good Governance and
chair of the Accounting and Auditing Practices Committee of the
International Corporate Governance Network. OTPP holds 25%
of the issued share capital of Northumbrian Water Group plc,
and Claude is therefore not regarded as an independent director.
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Alex Scott-Barrett

Independent Non-executive Director

Alex Scott-Barrett was appointed to the Board of NWG in
September 2006, having previously joined the board of NWL
in November 2005. Alex qualified as a chartered accountant
with Coopers & Lybrand in 1981 and joined Cazenove, a City
corporate stockbroker, in 1982. He worked initially as an analyst
and transferred to the corporate finance department in 1986,
becoming a partner in the firm in 1988. In 1996 he became

a director of the firm's fund management division and from
2000 to 2003 was the Chief Operating Officer of that division.
Alex left Cazenove in 2003, becoming non-executive Chairman
of Suffolk Life Group plc, a specialist pension administration
business, in August 2003 and a non-executive director of
General Capital Group plc in June 2004. Alex is a member

of the Audit, Nomination and Remuneration Committees.

Jenny Williams

Independent Non-executive Director

Jenny Williams joined the Board in May 2004, and the board
of NWL in January 2006. She is a Commissioner and Chief
Executive of the Gambling Commission. In addition to being
Head of Water Finance and Flotation at the time of water
privatisation, Jenny has held a variety of directorships in a
range of Government departments, including the Home
Office, the Department of the Environment, Transport

and the Regions and the Inland Revenue. She was a
Director-General and board member of the Lord Chancellor’s
Department from 2001 to 2003. Jenny is a member of

the Audit and Nomination Committees.
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General notes

Entitlement to attend and vote

To be entitled to attend and vote at the Meeting (and for the
purpose of determining the number of votes cast) shareholders
must be entered on the Company’s Register of Members not
less than 48 hours before the time set for the Meeting. This
time limit will also apply for the purpose of determining who is
entitled to attend and vote at the Meeting (and for the purpose
of determining the number of votes cast) if the Meeting is
adjourned from its scheduled time by 48 hours or less. If the
Meeting is adjourned for a longer period, shareholders who
wish to attend and vote at the adjourned Meeting must be
entered on the Company’s Register of Members not less than
48 hours before the time set for the adjourned Meeting.
Persons who are not shareholders of Northumbrian Water
Group plc will not be admitted to the Meeting unless prior
arrangements are made with the Company. If you wish to
attend the Meeting, you should bring with you the admission
card, which is attached to the form of proxy.

A shareholder entitled to attend and vote at the Meeting may
appoint one or more proxies to attend and, on a poll, vote
instead of him or her. A proxy need not be a shareholder of the
Company. A form of proxy for the Meeting is enclosed with this
Notice. To be valid, a form of proxy together with, if applicable,
the Power of Attorney or other authority under which it is
signed, or a certified copy thereof, must be lodged with or
posted to Proxy Processing Centre, Telford Road, Bicester, OX26
41D to be received not later than 12 noon on 31 July 2007. If
you appoint a proxy other than the Chairman of the Meeting,
please ensure that your proxy brings to the Meeting some form
of identification. Completion and return of a form of proxy will
not prevent a shareholder attending and voting at the Meeting
in person should he or she wish to do so.

Voting at the Meeting will be on a show of hands, but the
proxy votes cast on each resolution will be displayed after each
resolution has been voted on. If the voting on a show of hands
produces a different result from that which would have been
achieved on a poll, the Chairman will call a poll so that the
result of the voting on that resolution reflects the wishes of the
majority of shareholders. The proxy votes cast at each AGM are
disclosed on our website.

Documents on display

The following documents are available for inspection at the
registered office of the Company during normal business hours
on any weekday from the date of this Notice until and including
the date of the Meeting and will be available at the Ramside
Hall Hotel & Golf Club, Carrville, Durham, DH1 1TD from

11.30 am on the day of the Meeting and during the Meeting:

e Copies of the executive directors’ service contracts.

e Copies of the terms and conditions of appointment of
the non-executive directors.

e Deed of indemnity dated 28 November 2005.

e Register of the interests of the directors and
connected persons.
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* A copy of the rules of the LTIP marked to show the
proposed amendment for which shareholder approval is
being sought at the Meeting.

* A copy of the Memorandum and Articles of Association.

e Terms of reference of the Audit, Nomination and
Remuneration Committees of the Board.

Electronic proxy voting

The Company does not propose to use electronic proxy voting
for this Meeting. During the year, the Company did not receive
any requests from shareholders who were interested in using
this service. As there is a cost in providing such a service, the
Company does not feel that the level of interest registered at
present justifies that expense. The Company will review this
annually and is keen to hear from any investors who would like
to use electronic voting at future general meetings. Shareholders
are invited to write to the Company Secretary, Northumbrian
Water Group plc, Northumbria House, Abbey Road, Pity Me,
Durham, DH1 5FJ or to contact the Secretariat by telephone
on 0191 301 6704, or by email at shareholders@nwl.co.uk.

Employee share plan

An employee whose shares are held by the trustees under the
Northumbrian Water Group Share Incentive Plan is not entitled
to attend the Meeting in respect of those shares. However, the
employee can instruct the trustees of the plan how to vote on
his or her behalf on any resolution set out in the Notice of
Annual General Meeting, should the resolution be put to a
formal vote by poll. Voting direction forms will be sent to those
employees concerned and should be returned to the address on
that form to be received no later than close of business on

23 July 2007.

Further information and special requirements

If you have any questions about the Meeting, or require
any special access or facilities, please contact the Secretariat
on 0191 301 6701.

Venue location

The Meeting is being held in the Bishops Suite at the Ramside
Hall Hotel & Golf Club, Carrville, Durham, DH1 1TD, which is
just two miles from Durham City and 400 yards from Junction
62 on the AL(M). It is approximately two miles from Durham
Station, 24 miles from Newcastle International Airport and 26
miles from Durham Tees Valley Airport. There is a location map
on the back of the admission card included with this booklet.

Directions

From the north or south, take the A1/A1(M) to junction 62
(AB90, A691, Sunderland, Durham and Consett). Leave the
A1(M) and take the exit from the roundabout for the A690
towards Sunderland. After about 400 yards, pass under a
railway bridge and take the filter lane to turn right, almost
immediately, into the entrance of the hotel.
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