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Northern Electric is one of the twelve reglonal
electricity companies of Engiand and Wales,

We distribute and supply eleciricity (o over
1.4 million customers in the counties of
Northumberland, Tyne and Wear, Durham, Cleveland
and Notth Yorkshire, and in addition we supply
electricity to a number of large customers throughout
England and Wales.

We also operate a gas supply business and sell electrical
appliances through a chain of more than 50 shops.

Our aim is to achieve high standards of service and
efficiency and to operate our business in an
enterprising and innovative manner, so as to create
value for our sharcholders;customers and employees.

Y

CONTENTS
HIGHLIGHTS OF THE YEAR 2
CHAIRMAN'S STATEMENT 4
CHIEF EXECUTIVE'S REVIEW 6
) FINANCIAL REVIEW 14
\ DIRECTORS 19
) DIRECTORS’ REPORT 20
CORPORATY GOVERNANCE 22
DIRECTORS’ RESPONSIBILITIES 23
REPORT OF THE AUDITORS 23
GROUP PROFIT AND LOSS ACCOUNT 24
BALANCE SHEETS 25
GROUP STATEMENT OF CASH FLOWS 26
NOTES TO THE ACCOUNTS 27
GROUP FOUR YEAR SUMMARY 50
SHAREHOLDER INFORMATION 51

MNortbern Electric blc

|



2

HIGHLIGHTS OF THE YEAR

1994 1993  Change
Group turnover £1,0305m  £5882.7Tm +167%
Profit before tax £1287m  £1114m +15:5%
Earnings per share 79-8p 693p +15:2%
Dividends per share 24-85p 21°45p +1585%

o
Growth in units of electricity distributed in the area

Success in the competitive electricity supply business in and out of arca
Rebate to customers in 1993/94 and price freeze from 1 April 1994
Increased proportion of earnings from unregulated z;ctivities

J; Excellent first year for Tcessic;géower

Launch of Gas UK and upstream gas joint venture

Charter Mark awarded for excellence of customer service

Northern Blectric plc
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CHAIRMAN'S STATEMENT

Nortbern Diectric plg

Northern Electric delivered another
strong perfanaance inthe past year,
with increzsed profits and comtinued
impravement ln cfficlencyand service
1 our cote business, wogether with: the
development of related new husiness
oppasunites,

Group turnover increased substantily
by 16:7% to £1,030-5m, due mainlyto
our growlng share of the competitive
natlonat market in clectrichy supply,
Pre-tax profits were up by 15:5% to
£1287m and earnlngs pershare
Increased by 15:2% to 79-8p. Investment
income was up and laterest charges
reduced, Cashftow continues to be
strong and the Company Is in a position
of net cash after £68-1m of caplal
investment.

DIVIDEND

‘The Ditectors are recommending a final
dividend of 17-45p per share. This makes
a total dividend for the year of 24-85p,
up 15:859% on last year. The increase is
inline with cur pollcy of progeessive
dividend growth and ous current
dividend cover remalns strong at

32 times,

THE ELECTRICITY BIUSINESS

There has been 2 pleasing Increase in
demand for electricity in ourarea,
demonstraung the relative strength of
the regional economy. Unlts distributed
were up by 1:3%, with domestic and
commercial sectors again performing
strongly,

Electricity contract supply volumes
increased strongly duting the year
reflecting our success in winning
profitable supply contracts outside our
franchisc arca. We continie tobea
major national supplier. To the 400 sites
outslde the North Bast supplled during
the past ycar we have now added a
further 2,500 sites In the 100kW to

INW ange of demand faliow ing the
wiiening of the competitive market
from 4 Apsi 1994,

PRICES AND SERVICE

The benefits ofimproved performance
are belng enfoyed by customess a3 well
assharcholders, Followlng the price
reduction of 3% in carly 1993 customers
receiveda £10 rebatelast automn, and
fram 1 April 1994 prices were frozen,
The Compazny intends & fusther price
reduction later this year. It is regretiable
that VAT on electricity bills Is offseiting
these benefits, ‘

We have made funther improvements to
the range and quality of services toour
customers and were delighted to be
awarded 2 Charter Mark in recognition
of our progress, We continue to bethe
reglonal electricity company with tha
lowest number of complaints from
customers to the Office of Eiectricity
Regulation,

IMPROVING EFFICIENCY

The Company employs some 4,600
people, a reduction of over 900 or 1846
since floration at the end 0of 1990, The
number of staff employed in our core
clectriclty business fell by 5% in the
year, We recognise the fundamental
importance of continued efficlency
improvement and cost reduction which
investment in Informaton technology
systems, a reduction In organisationzal
layers and improved flexibility of
working is bringling.

OTHER BUSINESSES

Qur appliznce refail business improved
its profit performance, with
slignificantly increased turnover, Inthe
autuinn our gas supply subsidiary, Gas
UK Limited, began uaﬁ:':\g and this was
followed bythe :nno‘l..‘iqcmcnt of our
new upstream gas joint venture,
Sovercign Exploration and Praduction
Limlted, in which weare In partnersilp
with the Finnish comnpany Neste Qy,
Teesslde Power Limited, in which we have
215-4% equity interest, has completed a
very satisfactory first year of operation.
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Newcaslls Airport, where major
developments to the passenger holl,
new fraight villoge end increased flight
services refloct the demand from o
growing regioncl sconomy.

DIRECTORS AND STAFF

Tony Hadfield, Managing Director since -
October 1991, became Chief Exceutive
on L Aprll 1994, responsible for the day-
to-day management of the Company's
business and the achievement of the
business plan agreed by the Doard, Tony
and I, on behalf of alt the Directors,

wish to tecord our thanks to the staff of
Northern Electric for their contsibution
to the Company's success ata ime
when many changes are taking place to
our orgznisaton and ways of worklng.

PROSPECTS

The reglonal electricity companies are
facing the first review by the industry’s
Regulator of thelr core distribution
"businesses, the outcome of which is
expected In the near future and has
been predicted to reduce profitabliity
for the sector, The Board believes that in
comparisons of efficiency and service
between companies in the secror,
Northern Blectric s well-placed,

‘The Directors are confident thata
progressive policy of dividend growth
can be malntained beyond the present
regulatory perod, Continued cost
reduction, together with a prudent but
positive approaci\ 1o developing
untegulated carnings, will be the
principal objectlves for Northern
Blectric In maintaining this dividend
policy. The Company will continue to
concentrate upon profit maximisation
and customer service through increased
efficlencyand is committed to further
enhancement of sharcholder value,

1
\

David Morris

Chairman

Nortbern Bleutricple
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Tony Hadfisld
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CHIEF EXECUTIVE'S REVIEW

At the time of privatisztion Northern
Rlectricjdentlfied and targeted five key
clements of business strategy. These were:

Marketing for unitvolume
growth, especlally in higher
margin categories,

Achieving excellence in
casiomer scrvice,

Reducing our costs,

° Malnialnlng a profitable and

low.risk electricity supply
business.

Prudently developing new
businesscs thatare clearly
related to the Company's
expertise and strcagths,

These targets have been pursued
consistently since privatisation and Tam
pleased to report that the past year has
seen further progress in achieving them,
with contributions from all of our
businesses to the Group’s overall
success,
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ELECTRICITY DISTRIBUTION

Quz distribution business plans,
constructs, maintains snd operates the
network of overhead tines,
underground cables, transformers 2nd
other zquipment taking siectricity to
our customers,

Unlts distributed were 13% up on

the previous year, mainly bacause of
contlnuing strong growtl in the higher
margin domesticand commercial
sectors,up 2:5% and 2.8% respectlvely.
Sales 1o the industrial market were
down a llttle, notably in mining and
shipbullding, but partly offset by
encouraging further growth in
manufacturing and englneering,

Weare optimistic about the prospects
forour reglonal economy which s
emerging from the recession in better
shape than on past such occasions, We
contine 10 benelit from Inward

- investment, which we help to promote,
and from a strong manufacturing base,
Manufzcturing and exports are 2 higher ©
percentage of gross domestic product
than In any other tegion.

Quralm is to meet customears’ needs by
operating our distribution network to
high standards of safety, reliabillty and
cfficiency and to maximise the use and
value of its asscts.

During the past year we extended the

. network to meet new business activity
in the commercial and industriat
sectors, pardeularly in the riverside
areas which are belng regenerated by
the work of the development
cotporations, In addition we connected
almost 10,000 new homes to our
network,
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The contracts dealing room in Cardiol House is part of Nerthern Eleciric’s successful

national elactricity supply business,

We are continning to make substantial
investments to improve supply
rellability. Over 1,200km of rural
overhead Unes were strengthened
during the year, and 140 replacement
Indoor substations were bullt to house
our equipment, which improves visual
appearance and security. Despite
widesprerd power cuts caused by
storms in May 1993 and by snow

and gales In the late wintet, supply

* avallability for the year was maintained

at 99-08% In the Company's arca.

Nortbern Bleciricple
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The Oxford Sireet stora of Marks &
Spencer, ona of 160 throughout the

. country supplied with elscieicity by
Northern Electric,

Nortbern Wecseie ple

ELECTRICITY SUPPLY

The supply business Is the purchase of
electricity and its sale to customers, Our
alm s a iow risk business that makes
satisfactory and sustainable profits,
Through carelul purchase cost risk
management we have maintained a
profitable supply business cach year,
and our significant market presence,
rapld response to customer enquiries
and flexible supply contracts have
ensured a growing business,

1n 1993 we won new buslness in

the competitlve over-IMW market,
supplying over 400 sites out of ourarea,

-

In April 1994 the competitive market
extended to over100kW customers and
we retalned some 80%, or around 1,700,
of purIn-arez customers, as well as
winning business to supply over 2,500
sites outside our area, This represents
over 20% of all sites in the country that
have changed suppller and confirms our
position as onc of the leading national
supplicrs. New customers include retall
chains such 2s Marks &Spencer

{160 stores) and C&A (125 stores),

The supply business operates with 2 low
margln on a high turnover, We therefore
take u prudent approach and have In place
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a portfollo of hedging contracts with
generators designed to minimise the
risk of sharp changes in the prices at
which we buy electricity through
the Pool.

CUSTOMER SERVICE

Northern Electric has a tradition of
relfability and excellence of customer
service and we recognise hiow
important customer loyalty will be
when everyone has the freedom to
choose theirown supplier in 1998, The
Regulator monltors and publishes 2
serles of guaranteed and overall

standards of service, and Inaddidon
we operale 1o a range of Company
standards, If we fall to mecet the
guaranteed standards, for example by
not keeping an appointment, customers
are entitled to a set compensation
payment of at least £20. During the
year to 31 March 1994 out of over
800,000 services provided, we made
only 437 payments, which is slightly
fewer than in the previous twelve
months but with the same overali
performance of 99:95%. Qur target Is
to be conslstently among the best of
the electricity compznies on alf of

Neorthora Eloctric’s commitment to
customers with spaciol needs includes
maoking available braille controls on

- olectrical appliances.

the standards and we arc investing
heavily in improved systems and in staff
training to achicve thls,

OFFER receives fewer complaints
from our customers than from those
of any ather electricity company, and
disconnection of customers for non-
payment of bills has almost ccased.

Qur progress In improving service
to customers and our commiiment
to further improvement brought us
welcome regognition when wsic
were awardcd 9 Charter Mark in
October 1993,

Noltbern Blecirieple
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Soverslgn Explorafion and Production
Limiled, a olnl vanturs in gas produztion
ond development, is the lotest of
Noithern Elacirle’s new business
developmanis,

OTHER BUSINESSES

Retall

We operate a stand-alone retall business
which In the past year has achleved
significantly inctreased sales volumes
and lmprovements {n margins and
trading profit. Sales of both white goods
and andio-visual equipment have
increased substantlally during the year
New out-of-town superstores have been
opened successfully in North Tyneslde,
Durham, and, out of area, in Leeds,
giving 2 total of five, and some smaller
shops have been closed,

Gencraton

We seck 1o casureinat Investment in
competltive generation provides a
return above that of the regulated core
business, Teesside Power Limited,

1In which we have & 154% cquity
Investment and 2 {00MW power
purchase agreement, has completed its
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first year of operatlon and we are

_ pleased with jts performance and fts
high leve! of avallabllity. Returns are in
{ine with expectations and the station is
providing competitively-priced
electricity for our customers.

10
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In combined heatand power (CHE) we
continue to scli schemes below IMW
through our investment in Combincd
Power Systems (Northern) Limited,
During the year we commissioned
64MW of dlesel peaking plant at

one of our primary substations at
Northallerton, This provides z hedpe
against poof prices and 2 cost-effective
alternative to uprating the distribution
system to meet additional demand,

Gas

Qur strategy in entering the gas business
has been to lpok for a competitive
advantage which provides returns ’
above the core business and has Yong-
term prospects, The MMC report on

Toasside Fower, the world's largest gas-
fired combinad heat and power plant,
begun ganerating in April 1993, Motthern
Elocie has 0 15:4%6 sharsholding.



frltish Gas confirmed the emergent
competitive market and we launched
our gas markedng business, Gas UK
mited, In latg 1993, This business Is
planncd to grow raphily and additional
gas purchases have been made.,

Competitive advantage has been
enhanced through an Integrated
upstream/downstream approach to
gas by the Company's subsequent
investmentin a jolat venture with the
Finnish energy comany Neste Oy.
Northern Electric has invested
£10:7m fora 50% stake In the jolnt
venture, Sovereign Exploration and
Production Limited, which managesa
well.balanced portfolio of Southern
Basin North Sea gas production,
development and explomtion asscts,

Telecommunications

We liave a significant In-house ~*~
telecommunications business and we
ire also developing to take advantage of
opponunities as the tefecoms market is
deregulated, CI.‘nc such interestisin

trunk communications through Energls -

where we invest by way of our share of
the Natlonal Grid Holding ple, For the
loczl loop market we have madea
small additlonal investment inthe
development of Ionica L3 Limited,
maintaining our 109 holding,

ENERGY EFFICIENCY AND
THE ENVIRONMENT

We are concerned to protect the
environment at al! times,

We promoste cfficlency in both the
peneration and use of electricity and we
aim to be s good nelghbour through a
sensitive and responsible approach to
our own operations,

We aim to ensure that our electriclty
generatlon schemes benefit the
environment and so we favour gas-
fuelied projects, which are more
efficient and reduce carbon dioxide
emissions, together with renewable
energy projacts, Wehave developed 1

N

database of renewabic opportunities
within the reglon and are involved in
appraising 2 number of projects as
potential applications under the current
round of non-fossil fuel order schemes,

Within the Company we have set
ambitious targets for energy saving
under the pledge of *Making a
Corporate Commitment® and during the
past year we have reduced ourown
enetgy consumption by 5%. We are
working towards accreditation to
British Standard 7750 on environmental
management. With the active interest
and support of staff, over 100 of whom
have been enlisted as environmental
representatives, we have developed
new initiatives for promoting energy
awareness and reducing waste through
recyciing and better resource
management,

Flve “Envirocare 2000" towns ace
working with Northern Electric to ralse

AMEC Offshore Limiled, Wallsend,
one of Evrope's foremast offshore
equipment fabricators and o mojor
customer of Northern Electric for gas
os well as olectricity.

Northern Elscrric pla
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Support from Morthern Eloctric has helped illuminate Tyneside’s most famout landmark,

The electsillad Matro sysfem, an
essontlol part of Tynaside’s ironsport
infrosteucture, is to ba extended

to Sundarland,

Residents in an Anchor Housing
scheme enjoying the benefits of vnergy-
slficiont electric henting and lighting.

cnvironmental awareness and promote

energy-saving projects in thelr areas,
The Company has becna leading .
supporter of the establishment of one-
stop Energy Advice Centres in
Newcastle, Middlesbrough and Ryedalz
and is xctively seeking projects with a
wide range of groups to best use the
funds now made available for energy
efficiency fallowing the Regulator’s
review of the supply business,

4 s
e
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., OUR STAFF
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Northern Electric staff 2re highly trained
_ and skilled to meet the tachnlcal, safety

N o dnd customcrscrvfccsagndards
2, 7 required and expected of us, The

continued success of the Company -

o ~ depends upon their contribution as
- 1 " Individuzls and in teams, and the

' commitment of management at all
levels to encousage teamwork, perscnal

- development and effective two-way

" . communlications,

In ovember the Company and the

: - tradeunlons signed 2 local agreement

on pay and corditlons of service ln the
4+ maln electrigity business, following the
¢nd of natfonal bargaining in the

- lL Industry. The Northern Electtle

1 Agrcement has introduced single table
bargaining, instead of sepante
aﬁrccmcnu for different categories of

i staff, with a single salary structure,

i There are naew provislons fur greater

flexihility of working geared to che

need's of the huslness, In 1993 an

clement of profit-related pay was.
Introduced to enable staff to shate in
the success of the Company.

The move to a more streamlined form of
organisation has continued through
rcdudng the number of management
and supervisory layers within the
Company, '

Northern Electric will continue to give

-.The highest priority ta the best of

e

 ““trairing for staff, t6 promoting equal

opportonities, helping carcer
development and improving health

and s:J::ty at work, where we have
responded to staff wishes for a smoke-
free environment, developed an
ongoing health screening programme |
and jolntly achleved a large reduction
inaceldents,

COMMUNITY INVOLVEMENT T

‘We support many community and .
charitable causes in the reglon through T
secondments, emplé\j_ e voluniceringor -+ - :
fielp In cash or kind, Our "flagship”

areas are in speclal needs education,
conservation, sponsorship of the arts

and encouraging young people and

people with diszbliities to develop

through sport. Qur community

involvement progmmme within the

reglon was recognlsed in December

1993 when we won the special S
“Business In The Communlty* award ‘
dtcgory of the Northern Business

Awards,
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FINAMCIAL REVIEW

- QOPBRATING KESULYS

QOverzll operatlng performance Us
shown by the earnings avaifable o
sharcholders after allowing for all the
gpeating costs, Interest on borrowings
and taxation, These carnings of £983m
represent 79-8p for each of the Group's
123 miilion shares, up 15:2% over the
previous year.

Turnover .
Turnover rose by £147.8m to £1,030-5m,
the first time that the Group has had
sales of over £1 billion. The increzse was
©*  malaly from sales of electricity to lacge
customers In the competitive market,
Sales In the Group's other businesses
also Increased.

In the clectricity businesses of
distribution and supply the Regulator
sets the maximum allowed income
basedion volumes and, in supply, the
costs & generation and distelbution,
AnyIncomeabove this permitted Umit,
referred tor 25 averrecovery, has to be
used to reduce prices in the following
year. In the aceounts the overrecovery
5 deducted frem reported turnover and

14 Mowbernntecirtcpie
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included In provisions In the balznce
sheet, In the following yearthe .
provision I3 reteascd so there Is no
effect on profstadbliity lqﬁe{;hct jiﬁr. i

In setting prices or the year the Group
has to make estimates as to theamount
of clecricity customers will useand
particulazly the wholesale cost of the
electricity It has to buy from the
generating companies. In 1992/93
wholesale costs were lowes than
forecast, providing an overrecovery
which was refunded during 1993/94,
During this year the Group was again
able to buy electricity at lower than
forecast prices and has overrecovered
by £16.3m or 1.7% of turnover, For

the second year there was a amali
underrecovery in distribution, Asa
result of the supply overrecovery prices
to customers wiil be reduced laterin
the year. The l2ve] of this reduction wil
depend on the outcome of the
Distribution Price Review,

~ Changes In the regulatory reglme for

supply were Introduced from 1 April
1994, Changes for distribution wili be
introduced from 1 April 1995,

A il Sl

J J'ﬂpcm‘aé{tig profit
. Overall operating costs increased by
| #110m or 6.6%, malniy asif result of

addixional depreciation ant| costs
assoclated with the developinent of
computer systems, including the .
introduction of VAT on fucl, Staff costs
have continued to fall as 2 result of the
staff savings made during the current
and previous years, These savings have
been pattly offset In the current yearas
a result of redundancy and severance
payments made (o the staff who

have lcft,

ANALYSIS OF COSTS 1994 (£m)

. 704
5.8

43§

7394
[ Jcosrorsatesicca
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] otrreciaTion (cca)

[T materiats & services
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Overall the operating profit Increased
by £8:3m to £114:7m, and Is analysed
segmentally in the accounts, Some
£103.5m of the Group's operating prolhit
was earncd by the core businesses of
distdbution and supply. Of the.,
remalnder, £4-9m came from the
property company and £2:7m from the
retail business, The balance relates
malnly to the insurance, transport,
teflecommunications and information
technology activities.

During the year the retail activities of all
regional electricity companics (RECS)
were Investigated by the Office of
Electricity Regulation (OFFER)
foliowing 2 reference by ihe Blxons
Group. OFFER concluded that the
RECs were not acung in breach of
thelr ficence conditdong and these
conciusions wete entiorsed by the
Office of Fair Trading. The Group’s retali
business opesating profit of £2.7m was
ezmed on turnover of £43-4m withan
average capital employed of £29.5m.
The results reflect the Increased level of
tra&lng 29 well as cost savings made
over the last two years,

L v a8 -t e g <l

Profit after tax

The Group recelved £12:21m 28 2 Rross
dlvidend from its 5% helding in
Natlonal Grid Holding olc, up 1409 on
the previous year. After aliowing for the
chatges to taxation the net dividend is
up 1539, In addition the investment in
the Teesside Power project provided a
return of £5:4m In its first year of
operation.

The Group's cash generation and the
continued reduction in interest rates
means that net interest payable {s down
from £57m to £3-6m, representlng only
39 of the profit before interest, This
includes £7m of interest on the
Gavernment debt of £55m which will
continue 10 be payable at 12:661%.until
September 1999, =%

The increase in dividends recelved and
the reduction in net interest
contributed to the profit before tax
increase of 15-59% to $1287m,

Overall, the corporation tax‘payablc
Inceeased by 16-59 to £30-4m reflecting
the increase in profits.

PROFIT BEFORE TAX 1994 (&)

-4 . 307

=

N

o744

TOTALIZE-Y

[Jemoeno

] mx

] serainen earnines

Dividends

Thetotal net dividend for the yeat is

24-85p pershare equivaient to £307m.

With earnings of £983m, dividend

cover {3 3-2 ticies; uinchanged from the

previous year,

After alfowing for the dividead of

£30-7m the tetalned profitls £67-6m,
increasing shareholders’ accumulated
reserves by 16396 to £494-0m.,

Nortbern Blacink plc
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FINANCIAL REVIEW
} ) . J:. : . . .
; . ' FINANCIALNEEDS AND increased reflecting the highersales, " "&17m from staff exercising sharc
. RESOURCES , i, wblle debtors in the franchise market ~ options during theistter part of the year,

S wrere well below last year's level, There
" ‘was also a reduction in the amount of
debt which the Group failed to recover,

" The cash flow from operations of
£1770m was £253m higher than the

¢ There was a cash Inflow of £45-9m
. Increasing the cash and shortterm

previous year. Of this, £213m resulted + {nvestments from £351m to £81-0m. .
from payments recelved In advance " 'The higher dividends patd 10 With £55m of the Government debt not “
from domestic customers seeking to _ shareholders were partly offset by lower .~ due for repayment untll September
' save VAT which was [ntroduced on interest charges and the higher 1999 this meant that the Group had 2
-~ 1April 1994, " dividends recelved from Nadonat Geid ~ * - net cash balance of £26:0m compared
- Hoiding plc. Inaddidon to theinterest ¢ with a net debt of £389m at the start of

~ Operating profits accounted for £12:2m, i
with the balance reflecting changesin -
" working cz2pitat and the reductionin
= " thesupply overrecovery, Electricity

recclvable from Teesside Power Limited ' “the year, The move to anet cash
the Group was also able to take . position s earlier than anticlpated

advantage of unused tax allowsnees, " malnly as a result of the Inflow of funds

from customers seeking to minimise
the co \ k : G has tinu
debtors in the competitive matket ‘The Group has a continuous programme thelr VAT iabilities. Future cash Inflows

e +  of capltal expenditure largely to replace, . - will be correspondingly reduced

f’\,{ NET (BORROWINGS) AND CASH improve and extend its electricity Vot
RN ) . distrlbution network. After allowing for

the cash inflows from customers < GROSS CAPITAL EXPENDITURE (£m)
- gontributing to the cost of extending
the network and for other capltal
‘receipts, the funding of capital g 2L a3
_expenditure resulted In a net cash L
outflow of £55:5m, slighdyup on
Lo .. lastyear.
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| During the year the Group Invested - '
£107m in a gas explorationand T
- production joint venture with Neste Oy, L
. as well asadditional funding of £12min
{a92) _ Tonica L3 Limited.

(385}

" . The Group also repald $19m of the
~Government debt during April 1993. In
" U ‘additlon there was a cash inflow of

{he9} 313 1902 199 1904

1G . mobyn Blectric ple e : f
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Treasury

The activities of the Group's Treasury
Section are carried out within the
parameters cstablished by the Board,
The overall policy Is oncof risk
management and control and no
speculative transactions are permitred.
The Group's maln treasury exposure Is
1o movements in Interest rates which
are managed with due regard to the
level of interest rates and intenest

rate risk. The Group's exposure to
movements in foreign exchange rates s
minimal.

CURRENT COST ACCOUNTING
The accounts are presented onan
historical cost accounting basls, Whilst
this method of accounting Is widely
used, It understates the valuc of a
company, particularly where assets have
# long lifc, as is the case In the electriclty
industry.

The notes to the accounts present 2
current cost profit and loas account and
balance sheet adjusted for the effects of
inflation on asset values, assoclated

depreciation and working capiial. In
additon, current cost results are
provided in the separately published
regulatory accounts,

The current cost adjustments reduce the
profit after tax to £71-3m which glvesa
dividend cover of 23 times compared
with 2.1 times In 1992/93.

In the current cost balance sheet the
value of the tangible fixed asscts is
£731-6m being £339.7m higher than the
historical cost value, National Grid
Holding pleis an unlisted company and
therefore a market value is not readily
available. The valuatlon of £204misa
directors’ valuatlon based ot the level
of dividends received and assuming an
appropriate return. This valuation is
£153.3m above the historical cost value
and represents an increase of £58-8m
during the year,

Qverall the shareholders' funds,
calculated on a curcent cost basls, are
£9871m, around twice the historical
cost value,

The profit before Interest of £104-5m
provides a retumn on capltal of 10:5%
compated with the 91% carned in
1992/93,

. T e el A KW
o e b AR ¥ et
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SHAREHOLDER RETURN

AND VALUE i
The share price at 31 March 1994 was
706p, up 32% over the year and with
over 123 milllon shates inIssue this .
represents 1 market capltalisation 6f
over £870m,

‘The share price showed strong growth
in the early part of 1994, However
towards the end of the financhul year
share prices fell across the electricity
sector reflecting the market’s
uncertainty about the outcome of the
Distribution Price Review,

The Group's policles are designed 1o
providesharcholders with continued
enhancement to the value of thelr
sharcholding, As part of its commitment
to enhancing vatue the Group will, in
common with all electricity companles,
be studying the future of Its holding in
National Grid Holdlng ple.

The Group’s dividend policyis to
provide increases which reflect the
underlying financizl performance.
Accordingly, the directors are
tecommending a final dividend of
17.-45p. Following the interim dividend
of 7-40p this glves a full year dividend of
24-85p which Is 15:85% above last
year's equivalent of 21-45p, Since
flotation the total net dividends pald
amount to 76-23p.

Nortbern Rlectrie pla
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DIRECTORS

TONY HADFIELD SIRPAUf NICHOLSON RONDIXON ALANGROVES BILLHOOK
‘ STUARTERRINGTON IANMcCUTCHEON DAVID MORRIS
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DAVID MORRIS ~ Chalrmant

Morthern Electrie’s Chalrman since June 1989, Spent 19 years with English Electric
Limited and General Blectric Company ple before moving to Sears Holdinga ple.In
1980 he Jolned Dcla plebecoming Managtng Director of the Switchgearand
Accessories Diviston {n 1981 and a2 maln Board Director in 1984, Non-Executive
Director of Neptune Power Limited, Electrielty Assoclation Technology (Services)
Limited, Electelcity Assoclatlon Limited, Blectricity Assoclation Technology Limited,
Jarrow 700 AD Limited, National Geld Holding pic, Non-Fossll Purchasing Agency
Limited, Reglonal Technology Centre (Northeen) Limited, The Newcastle Inftiative,
Chairman of Bede Foundation, Aged 59,

TONY HADFIELD ~ Chief Exccutive
Jolned Northern Blectric in 1991 as Managing Dirsctor and appolnted Chief Executlve
from April 1994, Before joining the Central Electricity Generating Board (CEGD) in

. 1965 he was responsible for the design and management of overseas construction

projects for private Industry. He went on to hold management positions in Eastern
Electricity, Yorkshire Electricity and Midlands Electricity befote becoming Deputy
Chalrman and Chlef Executive of Northerni Iretand Electricity in 1985, Non-Executive
Director of Teesside Power Lmited, Blectriclty Assoclation Limited, Natlonal Geid
Holding plc. Aged 57,

ALAN GROVES -~ Finance Director

Appolnted Financial Director of NEEB {The North Eastern Electricity Board) in 1974,

Prior to this he worked for the CEGB and South Western Electricity and in 1966 jolned
the Electricity Councll with responsibllity for treasury matiers and financial planning.
Non-Executive Director of Universal Bullding Society, Combined Power Systems

Limited, Electricity Penslons Limlted, Non-Fossll Purchasing Agency Limited, Aged 58,

RON DIXON — Commercial Dicector

Became Commercial Director in 1991, Worked for NEEB and Northern Electric
throughout his career, being appolinted Secretary of NEEB In 1987 and later also
Privatisation Directar. Appointed Manzaging Director of the Power Division in 1990
where he was responsible for electricity supply and distribution. Non-Executive
Dlrector of Neptune Power Limited, Gateshead Healthcare Trust, lonica L3 Limited,

REC Collect Litnited and Sovereign Exploration and Production Limited, Aged 56,

BILL HOOK - Operatlons Director

Operatlons Director since 1991, Apart from 2 perlod with Midlands Electricity he has
spent his career with NEEB and Notthern Electrie, moving from Reglonal Manager to
Retalt S2les Manager and Personnel Director prior to hls appointment to the Board In
1991, Non-Executive Director of North Durham Acute Hospitzls NHS Trust. Aged 57,

STUART ERRINGTON'8¥

" Formerly Chairman and Chief Exceutive of Mercantile Group plc, a subsidiary of

Barclays Bank plc. His Non-Exccutive Directorships Include Kleinwort Overscas
Investment Trust plc and Natlonwide Building Society. He is also Chalrman of the
Nztiona! Ascochation of Citizens' Advice Bureaux, Aged 65,

IAN McCUTCHEON 8%

Formerly Group Controller of the Royal Dutch/Shell Group of companles, duting his
30 years’ career with Shell, Non-Executive Director of Community Hospltals ple.
Aged 65,

SIR PAUL NICHOLSON' 8T

Executlye Chalrman of Yaux Group ple, Non-Exceutlve Director of Northern Blectric
and NEEB since 1985, Chalrman of ik Tyne and Wear Devclopment Corporation and
Non-Executive Director of Yorkshire-Tyne Tees Television Holdings pleand the
Northern Development Company, Aged 56.

. 54 Pershore Road South

~ Ernst &Young

COMPANY ADVISERS

Merchant Bankers
' §GWarburg & Co Ltd

Bankers
Uoyds Bank Plc

" ‘Stockbrokers
" de Zoete & Bevan
Wise Speke

Auditors

Solicitors -

‘ _'chklnson Dees

Registrar and Transfer Office
Lloyds Bank Plc
Registrar’s Department

‘Birmingham B30 3ER

Registered Office
Northern Electric plc
Carllol House

" MarketStreet

Newcastle uponTyne
NEL 6NE

Replstered in England
No.2366942

* Non-Exccutive Direclor

, 8 Memberof Audlt Commitiee

" ¥ Memberof Remunerationand
Nominatlons Commilttee i
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DIRECTORS' REPORT

The directoss present their report and the Group accounts for the year ended 31 March 1994,

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW
The principat actlvities of the Group are the distribution and supply of electsicity to industrial, commercial and domestic customers,
operation of 2 gas supply business and retalling of electrical appliances. The Chalrman's Statement and Chlef Exacutive's Reylew

' contain further Information on the business activities of the Group,

RESULTS FORTHE YEAR

The Group profit and 108s account appears on page 24. The results for the financlal year to 31 March 1994 show an historical cost
profit of £128:7m before taxation, A final dividend of 17.45p per ordinary share is recommended. An interim dividend of 7-40p per
otdinary share was pald on 22 March 1994 giving a total dividend for the year of 24.85p per share. I 1993 the total dividend pald
wss 2145 per share, After providing £30-4m for taxation, retained profit for the year amounted to £67-6m which was transferred

‘o reserves.

'SHARE CAPITAL

The issued share caplial of the Company at 31 March 1994 was 123,705,568, Further details arc given in note 21 to the accounts.
During the year 622,431 fully pald ordinaty shares were lssued to employees and past emiployees of the Company who exercised
thelr options to buy shares under the Northern Electric Sharesave Scheme and the Northern Electric Executive Share Option Scheme.

" INVESTMENTS

On 18 Pebruary 1994 the Company Invested $10.7m in Sovereign Exploration and Production Limited sepresenting a shareholding of
50%, During the year the Company invested & further £1:2m in Ionica L3 Limited and a subsequent Investment of £1.7m has been
made since 31 March 1994, bringing the total jnvestment to £6-2m, maintaining the Company's shareholding at 10%. Note 12 to the

' accounts provides detalls of the principal subsidiaries.

RESEARCH AND DEVELOPMENT '
The Company supports 2 programme of research into new processes and the development of applications which are expected to
contribute to higher standards of performance and more cost effective operation of our business In a competitive envitonment, The
Company continues to participate in Industry led researeh and development undertaken by Electsicity Assoclation Technology
Hmited, an independent company which is owned by UK electricity companies,

FIXED ASSETS

Detalls of the fuxed assets of the Group and Company are sct out fn note 11 to the accounts. The directors are of the opinion thatthe , -

present market value of the Group's properties does not differ substantially from the amounts at which they are stated in the current
costaccounts,

DIRECTORS

‘The names of the present directors are given on page 19. All of the directors held office throughout the year. In accordance with

the Articles of Assoclation, Mr R. Dixon and Mr 8. G, Errington retire by rotation and, being eligible, offer themselves for re-¢lection.
Mr Errington, a non.exccutive director, does not have a service contract with the Company, Mr Dixon has a service contruct which
may be terminated by the Company glving two years’ notice at any time, Mr 1. C. McCutcheon has notified his intention to retire

a8 2 non.executlve director with effect from 30 September 1994, Afl executive directors have sereice contracts with the Company.

During 2nd a9 at the end of the financial year, none of the directors was materially interested In any contract which was significant
in relation to the business of the Company, Durlng the year directors' and officers' Habllity Insurancs was in force.

Note 21 to the accounts glves detalls of the directors' share Interests, There have been no changes In the dircciors’ share interests
between 31 March 1994 and 2 Junc 1994, No director holds any non-beneficlal interest in shares of the Company.

Q
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SUBSTANTIAL SHAREHOLDINGS

At1june 1994, the Company had been notlfied of the interests of the following In 3% or more of the Company's ordlnary
shure capital:

Prudentlal Corporation G-01%

DISABLED EMPLOYEES

The Group is an equal opportunities employer and is committed to the criteria undetpinning the Employment Service disabliity
symbol. It Is our policy to provide disabled people with equal opporstunities for employment, training, carcer development and
promotion having regard to their aptitucdes and abilities, Wherever possible, any member of staff who becomes disablzd during the
coursc of thelr employment is ussisted and retealned.

EMPLOYEE CONSULTATION

The Group Is committed to maintalning and improving effective communicatlon with employees, principally through regular team
briefings and other meetings, together with the monthly staff newspaper.

EMPLOYEE SHARE SCHEMES

The Company operates a share optlon scheme for senlor executives, and a shate participation scheme and a share optlon scheme for
all employees. Detalls of the sharcs Issucd and options granted under these schemes are shown in note 21 to the accounts,

CHARITABLE AND POLITICAL DONATIONS
The Group contributed approximately £656,000 in cash and kind to support welfare, entesprise and community activitics, of which
£229,000 was in donations to charftable organisations, No contrbutions were a1ade to pollitical organisations.

CLOSE COMPANY STATUS
The Company s not 2 close company within the provisions of the Income and Corporation Taxes Act 1988, '

AUDITORS

A resolution to rezppolnt the auditors, Ernst & Young, and to authorise the directors to determine their remuncration will be
proposed at the Anaual General Meeting,

ANNUAL GENERAL MEETING

Full detalls of the Annual General Meeting to be held on 4 August 1994 angd explanations of the resolutions appear In the separate
Notlce of Annual General Mecting enclosed with this Report,

MM

By order of the Board

Valcrie Giles, Secretary
28Junc1994

Carllol House, Market Strect
Newcastle uponTyne
NE16NE

Nortbern Blectric ple
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CORPORATE GOVERNANCE

Good governance has been and remalns the responsibility of the whole Board, The Cadbury Committee's report on the financial
aspects of corporate governance contains a Code of Best Practice and the Group now complies with all of the operztive provisions
ofthe Code. Criteria forassessing the adequacy of internat accounting controls and guldance on the going concern status of the
business are stllf awaltcd, However the Roacd 1s savisficd that Inteenal controls are In place which provide reasonable assurance of
the malntenance of proper accounting records and the reliabllity of financlal Information used within the business or for
publication,

Corpotate governance s the way in which companies are directed 2nd controlled. The Board of Northern Electric, chalred by

David Martls, meets monthiy and comprises five executive aiid three non.executive directors. The directors discharge thele
responsibilitics with the asslstance of Internal and external advice and In a way which has regard to the Interests of customers,
sharcholders and employecs, The Board deals with strat=glc issues and approves corporate plans, budgets and major projects as well
23 manltoring the performance of management, Cestain powers are delegated to the Executive and other committees with
appropriate terms of reference. A proper balance of responsibllities is maltntained overall with a clear definltion of these decislons
which may be taken by the Chaleman, the Chief Executive and the whole Board, The appointment of Jony Hadficld, previously
Managing Director, as Chief Executlve with effect from 1 April 1994 wes announced in December 1993, During the year the dutles of
Chalrman and Chlef Executive were discharged by David Morris,

The Audit Committee meets regularly, Is chalred by lan McCutcheon, and is made up entirely of the non-executive directors. It
examines any matters relating to the financlal affalrs of the Group. These Include reviewing accounting policies, annual accounts,
internal controls and compllance with accounting standards, An objective and professional relationship is maintained with our
statutory auditors. In addition the Audit Committee has regular discussions with the Head of Internal Audit and the statutory auditor
swho have unrestricted access to the Audit Committee Chalrman,

The Remunerxtion and Nominations Committee is chaired by Stuart Errington and compeises maialy non-executive dlrectors, Its
main task s to recommend executive directors' conditions of service, remuneration and bonus payments taking performance into
account, It also conslders Board succession and senlor management remuneration policles,

Responsibliity for Northern Electric Group pensions rests with the Trustees, voting rights being equally shared by employer-
nominated and employee-elected trustees, The Northern Electric Group Is a unit of the Electricity Supply Penslon Scheme which isa
defined benefit scheme for directors and employees in the electricity supply Industry, Asset management is the responsibility of
Electricity PensionsTrustee Eimited and the Scheme’s annual report and accounts is available to all members.

REPORT QF THE AUDITORS ON THE STATEMENT OF COMPLIANCE
to the members of Northern Electric plc

In addition to our audit of the financial statements we have reviewed the directors' statement on this page concerning the Group's
compliance with the Code of Best Practice, insofar as it relates to the paragraphs of the Code which the London Stock Exchange has
specified for our review, We carried out our review having regard to the Bulletin *Disclosures Relating to Corporate Governance”
issued by the Auditing Practices Board.

The purpose of the directors’ statement Is to glve readers Information which assists them In forming thelr own views regarding the
governance of the Group, In respect of 1the paragraphs of the Code specified for our consideration, we are required to draw
actentlon to any aspecets of the Group's non-compllance with the Code which the directors have not properly disclosed, We are not
requircd to review, and have not reviewed, the effectivencss of the Group's governance procedures,

Through enquiry of certaln directors and officers of the Group and examination of reievant documents, we have satisfied ourselves
that the directors' statement appropriately reflects the Group's compliance with the specified paragraphs of the Code,
9\/\/14\/ v io’
Ernst &Younz §;
Chartered Accountants

Newcastle upon Tyne
20 June 1994
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DIRECTORS® RESPONSIBILITIES IN RESPECT OF THE PREPARATION OF THE ACCOUNTS

The directors are requiced by company law (o prepare accounts which givea trueand falr viewr of the state of affairs of the Company
and the Group at the end of the financial year and of the results of the Group for the period to that date, The accounts must be
prepared lnaccordance with applicable accounting standards. In additlon, the directors are responsible for sclecting sultable
accounting policies, applying them consistently and for making judgements and estlmates that are reasonable and prudent,

‘The dlrectors are also responsible for maintaining adequate accountlng records, and for ensuring that systems ace in place both to
safeguazd the assets of the Group and to prevent and detect fraud and other eregulnrities.

The corporate governance statement sets out the way In which the directors exercise their responsibililes,

‘REPORT OF THE AUDITORS
10 the members of Northern Electric pic

'We have audited the accounts on pages 24 to 41 which have been prepared under the historical cost convention and on the basls of
the accounting pollcies set out on pages 27 and 28 and the current cost informatlon set out in note 28 on pages 41 to 49 which has
been prepated In accordance with the current cost principles, accounting policies and methods described in that note.

- P
RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS ‘f/‘
As described on this page the Company's directors are responsible for the preparation of the accounts. It is our responsibility to ;
form an independent opinion, based on our audit, on those accounts and to report our opinlon to you. ) \\
BASIS OF OPIN{ON , '
We conducted ouraudit in accordance with standards issued by the Auditing Practices Board. An audit includes examination, ona
test basis, of evidence relevant to the amounts and disclosures in the accounts, It also includes an assessment of the significant’
estimates and Judgements made by the directors in the preparation of the accounts, and of whether the accounting policies are
appropriate to the Group's circumstances, consistently applied and adequately disclosed,
We planned and petformed our audit 5o as to obtain all the Information and explanations which we consldered necessary in order .
10 provide us with sufficlent evidence to give reasonable assurance that the accounts are free from materlal misstatement, whether
caused by fraud or other irregularity or error. In forming our opinlon we also evaluated the overall adequacy of the presentation of "
information {n theaccouats. i N
OPINIONS
" In our opinion the accourits on pages 24 to 41 glve a true and fair view of the state of affairs of the Company and of the Group asat
31 March 1994 and of the profit of the Group for the year then ended and have been propetly prepared {n accordance with the
Companies Act 1985,
In our opinlon the current cost Informatlon set out in note 28 on pages 41to 49 has been properly prepared in accordancewith the
yrent cost principles, accounting policies and methods described in that note.
Ernst & Youdg ’
Chartered Accountants
Reglstered Auditor o
NMewcastle upon’Tyne g
29Junc 1994
Ry
n
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Notes
_ TURNOYER 2
Cost of sales
GROSS PROFIT
 Distribution costs
' Administrative expenses
Other opecating income
v
"1 OPERATING PROFIT 3
' Income from investments 3
S :'PROI'IT ON ORDINARY ACTIVITIES
;‘ BEFQORE INTEREST '
0+ Netinterest 4
" 'PROFIT ON ORDINARY ACTIVITIES
. 4 DBEPORETAXATION 2
Tax on profit on ordinary activitics 8
"' PROFIT ATTRIBUTADLE TO MEMBERS
- OF THE PARENT COMPANY '
‘' Dividends on equity shares .9
RETAINZS PROFIT FORTHE YEAR
©  EBARNINGS PER SHARE ~ basic 10

?ﬂzw‘ e R AT Mt O S S NI S 2w N SRR 7

GROUP PROFILT AND LOSS ACGOUNT
PORTHEVIARNNDAD 31 MARCR 1954

'RECOGNISED GAINS AND LOSSES

I

7. ‘Therearcno recognised gains or losses other than £983m profit attribu
:© - Company in the year ended 31 March 1994 and £85-3m in the year ended 31 Marcli 19593,

v
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1994

&m

1,0305
(739-0)

2915
(806)
(971)
.
1147
176

1323
(36

1287
(304)

983
Bo7)
676

pence
798
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1993
m

8827

_ (611.1)

2716
(74:6)
92:1)
15
1064
10-7

1171
(57)

1114
@61y

853
@264
589

pence
693

table to members of the parent
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BALANCE SHEETS

AT 31 MARCH 1594 ;
Grouy COMPANY
1994 1993 1994 1593
Notes £m &m &m &m
PIXED ASSETS
Tangibleassets . 11 391.9 361:5 3574 3284
Investments 12 1007 880 1330 941
4926 4495 496-4 4225
CURRENT ASSETS
Stocks 13 101 93 101 94
Debtors 14 1835 1693 1967 1987
Investments 15 661 26-1 636 237
Cashat bank and in hand 16 149 90 29 08
2746 2130 . 2733 2326
CREDITORS: amounts falling
due within onc¢ year: 17
Loans - 190) - (250)
Creditors and accruals | (1553) _(3129) _(1692) (1124)
" (1553)  (1319) (1692)  (1314)
NET CURRENT ASSETS E 1193 82:0 1041 1012
TOTAL ASSETS LESS CURRENT ‘
LIABILITIES . 6119 5315 5945 5237
CREDITORS; amouants falling - ' @
due after more than one year: 18
Non-convertible loans (556) (550) | (55-6) (550)
Other creditors (209) a6 (18-6) 73)
* (765) (62:6) (742 - (623)
PROVISIONS FOR LIABILITIES
" AND CHARGES . 20 L (414) (442 (31:5) (269)
TOTAL ASSETS LESS :
LIADILITIES 2 494.0 4247 4888 4245
CAPITAL AND RESERVES .
Called up share capital 21 . 619 616 619 616
Share premium account 4 22 ‘ 14 — 14 -
© Qther reserves 22 o5 03 - - -
Profit and loss sccount 22 4302 3628 4258 3629
SHAREILOLDERS' FUNDS o~ £94-0 4247 4888 4245

‘the accounts on pages 24 to 49 were approved by the 'oard of Directors on 29 June 1994 and signed on
its behalf by: '

L
DR MORRIS, Chairman /

A GROVES, Finance Director J%ﬂ{d

Northern Blectricple 2
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GROUP STATEMENT OF CASH FLOWS
PORYHN YEAR ENDLD 31 HARGH 1994

NEY CASK INFLOW FROM
OPERATING ACTIVITIES .5

RELTURNS ON INVESTMENTS S
AND SERVICING OF FINANGE - S

Interest received
Intecest paid
Dividends received
Dlvidends pald

NET CASH OUTPLOW FROM RETURNS 0%, .

INVESTMENTS AND SERVICING OF PINANCE o ’ A

TAXATION . RERE oo
Corporation tax pald (including ACT on dividends)

INVESTING ACTIVITIES
Payments to acquire tangible fixed assets -
Receipts from sales of tangible fixed assets - d
Receipt of consumeny contributions ‘
Payments to acquire fixed asset investments
Payments to acquire current asse investments with ;

2 maturity date of more than three months

NEYT CASH OUTFLOW FROM
INVESTING ACTIVITIES

NET CASH INFLOW BEFORE i . S

R

PINANCING i . ‘ T

FINANCING

Issue of ordinary share capital \
Loan finance z9 v
Repayment of loans - 19 T‘A‘f ‘

NET CASH OUTFLOW{(INPLOW)
FROM FINANCING

INCREASE IN CASH AND ’ : o
CASH EQUIVALENTS ‘ b {

Narihern Iifectiie pic “t 3 o :/

1994
£m

17740

28

72
87

(277>

3
e
N

i (228)

(689)
05
129

azn

(286)

(96:8)

340

(37}
(06)
199

167

173 .

340

1993
Am
1517

e
;o

34

o
80
. (23B)

(15)

236

R (v 25
' 2.0
139

(34:6)

(864)

202
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NOTESTO THE ACCOUNTS
TORTHR YBARENDED 31 MARGH (254

! ACCOUNTING POLICIXES

Basls ol preparation
The accounts on pages 24 to 41 are prepared under the hitstorfcal cost canvention and In accordsnee with applicable

atcounting standards. As recommended by the Accounting Standaeds Board the Gioup has adopted Fimanclal
Peparting Standards 4 and 5,

Basls of consolidadon

The Group accaunts consolldate the accounts of Northera Electrle ploand Lo subsidfary undestakings dawn up to
31 March each yean, No profit and loss account is presented for Northern Electric ple as permitted by Sectlon 230 0of
the Companles Act 1985.

Undertakings, other than subsldlary undertakings, in which the group hasan investment of not less than 20% of the
voting vights and over which It exerts signtficant Influcnce are wreated as assoctated undertakings. Wherc materiaf the
Group accounts Include the apprapriate share of these undertakings' resulis and rescrves based on the most recent
audited accounts,

Goodwlli

Dc‘pr.niilnglon the ctrcumstances of cach acquisition, purchased goodwill Is elther set off dlvectly agalast reserves or
amortlszd through the profit and [o3s account over the directors estimate of its useful life,

Tutrnover :
Turnovee teprescnts the value of clectriclty and gas sold durdng the year, Including an estlmate of the sales valuc of

units supplied to customers between the date of the last meter reading and the year end, and the fnvolee value of
other goods sold and services provided, exclusive of value added tax,

Ingomie fram credl sales charges s appertloned in the trading accounts over the period of the sales agreements.

Regulatory correction factor (KFactor) -

Where there Is at overrecovery of supply or distsibution business revenues agains: the maximunm regulated amount,
revenues ace deferred cquivalent to the averrecovered amount. The deferced amount Is degucted from turnover and
Included in provisions, Where there is an underrecovery, no aaticipation of any potentlal futuze recovery is made.

Tangible fixed assets aod depreclation

Tanglble fixed assets ace stated at cost. The charge for deprectation is calculated to write off asscts aver their cstimated
useful lves uslng the method described below for distribution system asscts and stralght-line depreciation farall
other assets, as follows:

DHstribution SYSLEm ASEELS cuuvrinrnineerssrsennnsa A0 yEArS
Depreclation is charged at
386 for 20 years followed by
244 forthe cemaining 2¢ years
Certaln short-§ife mereriag equipment
fucluded {n distribution system assetS........p 10 10 years
Non-operational assets
Buildings ~frechold, civiserierersensnn P to GO years
—1casehold, everneeresrannecJower of lease period or 60 years b
Vehicles and moblle plafto weisimisinieniisenen UP 10 10 years
Fixtures and CquIPMEnt o enenraconiensissanans U t0 10 yoors

Frechold Lund is not depreclated,
No allowance {smade for rasldual valucs, '

Consumers’ contributions and capltal grants are credited to the profit and loss account over a 40 year perlod ata rate
of 3% for the first 20 years followed by 296 for the remaining 20 years,

NartbernBlettrie ple
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NOTISTOTHRACCOUNTE CONTINUAD

1 ACCOUNTING PORICIES CONTINURD

Distributlon system asscts, fixturcs and equipment are treated as fully weitten dawn on disposal and the sz
proceeds taken to profitand loss account, The profic or loss an disposat of other tangible fixed asscts s taken to the
profitand loss account,

Property clawback

Undera trust deed HM Government is catitled 1o a proportion of any property gatst (above certaln thresholds)
accruing or teezted as accruing to Neahern Electric ple asa result of disposals or deemed disposals, These
arrangements whl lastuntil 31 Macch 2000,

A provision In respect of property disposals 1s made only to the extent that Itis probable that a fiability will crystallise,
Such a Hablley will crystalilse when an actual or deemed disposal oceurs.

lavestments
Flxcd asset investments are stated at cost lese provislon for permanent impairment in value, Current assel
Investcaents aze shown at the Jower of cost and net ecallsable value,

Stocks and work io progress
Srocks are stated at thelower of cost and net realisable value as follows:

Raw matertals and goods for resale — puschase cost on an average price basls,

Wark In progress = cost of direct materials and labaur plus sttrddbutable overheads based on the normal level
of activity.

Net realisable value (s based on estimated selling price less further costs expected to be lncurred to
completion and dlsposal. Progress payments on shoct-term conteactsare deducted In arriving atthe
amounta stated.

Research and development -

Expendlture on rescarch and development is witten off to the profit and foss accountin the yearln whichitis
incurred, except that development expenditure Incurred on an Indlvidual project iy carricd forwasd when s future
recoverablilty can reasonably be regarded asassured, Any expenditure carded forward [s amortised in line with the
expected future beaefits from the related project, :

Defecred taxation

Deferred taxation i3 pravided using the labllity method on all tlming differences ta the extent that they are expected
to reverse In the future without being replaced,calculated at the rate at which it Is anticipated the timing dlfferences
will reverse, Deferred tax assets are only recognisced if cecovery s reasonably certaln.

Peasions

The Group contsibutes to the Electrieity Supply Penslon Scheme and contdbutlons to the scheme are charged to the
prafit and loss account, The capital cost of ex geatla znd supplementary pensions are normally charged to the profit
and loss account In the period in which they arc granted, Vadations In pension cost,which are identified 23 2 result of
aetuariat valuations, are amoctised over the average expected remalning working llves of employecs In proportion to
thelr expected payroll costs. Differences between the amounts funded and theamounts chatged to the profitand loss
aecount are treated as elther provisions or prepayments In the balance sheet,

28 Nortbern Ricetric ple
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2 TURNOVER AND SEGMENTAL ANALYSIS

T T
RS AUV .

The Group operates in thres patncipal arcas of actlvity, thas of the dlstribution, supply and generetion of dectsiclty in
the United Kirigdom, The distrbution, supply and geacration activities arc treated as sepanate businesses under the

Public Electricity Supply Licence granted to Northern Electric plein 1990,

Turnover, alt of which Is in respect of continulng sctivities and sales to United Kingdom customcis. Group profiton

ordinary activities before tax and net xescts sec analysed belows

Disteibution Supply Genzration Other ‘Total
1994 1993 1994 1993 1994 1993 1994 1993 1994 1993
Lm &m &m &m Am Em &m Em Lm &mn
TURNQVER
Total 12les 2506 2371 9516 8090 -6 02 964 680 13052 1,1143
Inter-scgment sales (2298) R079) Q7 @9 (o) - (431) @i8) (27247) (2316)
Sales to thizd partics 208 292 9%%% 4071 o5 2 533 462 1,030% 8827
OPERATING PRCHIT '
Segmentat operating profit 977 1029 58 87 {o8) {09 118 07 1147 1064
Income frems IGYeITaMeTils . - - - 54 - 122 167 176 107
Net Interest - - - - - - (38 37 B 67
Profit on ordinary
actlvitles before axation 977 1029 58 37 48 {0:9) 204 57 1287 1114
NET ASSETS
Nct asscts hy segment 3393 3246 (152) 315 398 340 1197 346 4833 4247
Nct asscts of associated
undcerukings - - - n - - 107 - 107 -
Total netasscts 3333 3246 (1%2) 315 395 340 1304 346 4940 4247

Other lnctudes retatling, business support units and corporate scrvices.

Regulatory correction factors,

The distribution tarnover In the year reflects an overrecovery of £0.5m (1993 ~ £1-3m undecrecovery), The supply
turnover reflccts a net reduction in the overrecovery of £4:9m (1993 - £171m Increase In overrecovery),

At 31 March 1094 the cumulatlve underrccovery in the distributlon business was £0-8m (1993 - 51-3m
underrccovery) and in the supply business the cumulative overrecovery wis £163m (1993 - £212m overrecovery).

3 INCOME FROM FIXED ASSET INVESTMENTS

Dividend recelvable from Natlonal Grid Holding ple
‘fax credit attributable to dividend (Motc 8)

Interest recelvable from Teesside Power Limited
Amount tncluded in profit and loss account

4 NET INTEREST

Intcrest payable:

On loans and overdrafts wholly repayable within five ycars

On long-term loans repayable in whole or In part after five years
taterest vecelvable

1994 1993
&Hm Em
97 84
25 23
122 107
54 -
176 107
1994 1993
Lm im
(©3) 21
70) 70}
37 3.4
(3-6) [

Nortbern Blacirie ple
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NOTES YO THE ACCOUNTS CONTINURDR

&  OPERATING PROMIT

@ This is stated altee charglng:

. Costof Sales Distribution Admlaistestive  Total
Corts Expenscs

1504 1993 1594 1993 1994 1993 1994 1993

£m &m &m &m &m &m Em Em

. Suffcosty (Note7) 44 51 330 343 462 471 836  BOS
© Pesteuctueing costs (Note 7) - - - - 69 49 69 49
Rescarch and development expenditure - - o1 - 10 - 14 -

" Depreciation 02 « 168 114 70 83 237 197
Rental of land and bulldlngs - - - - 35 35 35 35

Hire of plant and machinery - - 16 13 - - 16 13

f' Hiee of camputer cquipment - - - - 19 19 19 19
Auditors' eemuncration « audit services - - - - 01 01 01 01
~otherservices | - - - - ¢1 &1 o1 01

. 1934 - 1993
{n Reconcillaon of operating profit to net cash Inflow from operating activitics: Lm &m
Operating peolit 1147 ‘1064
Depreciation charges 237 197
Inercase/{decrerse) in provislons (28) 174
Decreage/(Increazc) In stocks {0-6) 11
Inceease in dehtors (s5) )]
Increass tn eveditars 505 108

Net cash Iaflow from operating activitics 1770 1517

6 DIRECTORS' REMUNERATION

CHAIRMAN ALL
1994 1593 1994 1993
£000 £000 £000 5000
Non-executlve dircctors' fees - - 53 47
Exccutlve directors’ remuncrstion 187 168 641 573
Performance related honuses 21 23 71 78
Pension costs - funded scheme 25 28 87 77
—unfunded arrangement 70 64 134 105
. Total remuncration 303 283 986 BSG

The Chairman is the highest pald director,

The cumulative amount for unfunded penslons of £02m (1993 — £0-1m}) s included In the pensions provision
referred to In Note 20,

Remuneration of exccutivedircetors I3 set by the Remuneration and Nominations Commitice taking into account ‘ 0
independent expert advice on equivaient mariet salaries both within the clectricity industry and externally, Salary

reviews have regard to performance with an annual review date of I September, In addition o baste sataries dicectors

can earn bonuses which are based primadly on earninga per share.

The number of dtrectors with emoluments, excluding pension contributions, within the bands stated were:

1994 1993 1994 1993

Number Number Nutaber Number

© & 15,001 - & 20,000 3 3 £1206,001 - £125,000 ' 1 -
£ 90,001 ~% 95,000 - 1 £145,001 ~ £150,000 - 1
£100,001 = £105,000 1 - £$160,001 - £165,000 1 -
£105,001 - £110,000 - 1 £190,001 ~ £19% 000 - 1
£115,001 - £120,000 1 1 £205,001 « £21v,000 1 -

The directors have been granted share options in the ordinacy shaces of the Company as discloszd in Note 21,

Naorthern Electrie ple
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7 STAPF COSTS 19594 1993
) £m ém
Salacics 849 869
Sacialaccutity costs T4 &4
Other pension costs 167 130
1030 1065
Lesy; charged us capital expendliure : 194 200
$3-6 865
Add: restructuring costs 69 49
Gharged to profitand loss aceount 90-5 o1.4
Theaverage number of employees during the year was: 1994 1993
Number Number
Electricity 3,656 3,696
Retail 645 741
Qther 413 389
4,714 4,826
8 TAX ON PROFIT ON ORDINARY ACTIVITIES

R 1994 1903
Tax on profit for the year: &m &m
Corporation tax at 3396 (1993 - 33%) 194 250
Provision for payment for consortium rellef . 112 52
Tax credlts attsibutable to dividends recelved 25 23
Corporation tax (over)/under-provided in previous years . {(63) 06
268 331

Deferred taxatlon 36 (70}
Tax charge 304 26-1

Defesred tax was provided on the cumulative amount of income oﬁ’gr:ccav:rcd in the regulated businecsscs ut

31 March 1993.This w23 a tining difference which was expected £ reverse in 1993/94 and therefore a deferred wx

assct was created. Deferred tax has been provided on the cumulativis overrecovery at 31 March 1954, Defecred tax has
also been provided on interest recelvable from Tecsside Power LimliFd and on the dividend ceceivable from Northern

Electric Insurance Services Limited, i

I

!
The tax charge has been reduced by £11:5m (1993 ~ £12-0m) bc!r;{;‘ the cffect of timing differences forwhich no
provision has beea made. Total potentfal deferred tax Hablitties, for which no provision has been made, computed at

the current ratc of corporation tax of 33%6 (1993 ~ 33%6),are o4 fotlows:
v .

2 1994 1993

e ’ &m LHm

Capital allowances [n excess of depreciation -~ 644 638
Othertiming differcncces Y 348 239
952 877

Northern Bleciic ple
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NOTES TO THE ACCOLUNTS CONTINURD

) DIVIDENDS

14994 1993 199“/“ ) ""“13
peace pence Aoi. _#mn
Iuterim dividend paid 740 630 91 78
Final dividend proposed 17458 1515 216 1846
o Lseerayd
2488 2145 307 264

10  EARNINGS PER ORDINARY SHARE s

Tha ealeulation of carnings per ordinary share Is bascd on carnings of £98:3m (1993 — £65:3m) and on 123,184,663
ordinary sharcs, belng the weighted average number of shares in lssuc during the year (1993 ~ 123,078,429).

11 GROUP AND COMPANY TANGIBLE FIXED ASSETS

a GROUP
Distribution Noa- Fixturcs Yehicles Deduct: Total
System opecational and andmobile Consumers
laadand cquipment plaat contri.
buildings butloas
£&m &m &m & Em &m
COST:
At 1 April1993 6306 40-4 487 201 {158:0) 5818
Reclassification of asscts (6-0) 1:5) 76 on - -
Addltions , 532 o1 12:0 3.0 (13:5) 546
Disposals {4-1) o1 o1 (0:6) 03 (4:6)
At 31 March 1994 8737 387 682 22.4 (1712) 6318
DEPRECIATION: ‘ '
At1April 1993 2150 6.9 260 94 (41.0) 2203
Reclassification of assets (1) - 14 - - -
Provided during the year 180 07 77 23 (4-6) 241
Disposals (4-1) - 1) {0-6) 03 “45)
At 31 March 1994 2315 ] 350 111 (453) 2399
Netbook valucat
31 March 1994 4422 311 332 113 {1259) 3919
Netbook valueat
31 March 1993 411.6 335 227 10:7 (117:0) 3615
Asscts In the course of constructlon included:
At 31 March 1994 16 - 07 - - 23
At 31 March 1953 46 - 03 - - 49

The depreelatton charge was £237m (1993 - £19.7m) aftec taking account of income from glaposals of £04m
(1993 - £2:0m).

2 2 Northern Blectric ple
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: 11 GROUP AND COMPANY TANGIDLE FIXED ASSEYS CONTINUID

COMPANY
Distelbution Non. Fixturcs Yehices Deduct) Total
System operatlonal and andmoblle Coosumers
Isudsnd cquipment plsot contrl.
: bulldings butens
» &m Em &m &m Am Am
COsT:
- AtLApril 1993 6306 17 474 201 (1589) 5418
Reclassification of asscts (6:0) 15 7:6 1) - -
Addldons 532 - 96 30 {13:5) 523
" Disposals (41) - (01) (06) 03 (45}
At31 March 1994 6737 02 645 224 (1712) 5896
'kDEPREClATIONz
At 1 April 1993 2190 01 25.9 94 {41.0) 2134
Reclassification of asscts (1-4) - 14 - - -
Provided during the year 180 - 76 23 “4-5) 233
" Dlaposals 41 - o (06) 03 45
‘At 31 Murch 1994 2315 01 348 111 453) 2322
Net book valueat
31 March 1994 4422 (/31 297 113 (1259) 357:4
. Sl
" Netbook valueat
‘ . :31 March 1993 4116 16 215 107 (117:0) 3284
"Assets in the course of constructlon Inciuded:
At31 March 1954 16 - - - - 16
At 31 March 1993 46 - - - - 46
‘The net book value of non-operationsl land GROUP COMPANY
and bulldings compriscs: N 1994 1993 1994 1593
hm &m Lm £m
Frechold 260 282 - -
Long leasehold 50 52 - -
- Short leaschold o1 0.1 1o} 16
‘ i 311 335 01 1.6
Lm &m £m &m
The totzl of land which Is not depreciated ls: 36 35 13 1.2 -
12 INVESTMENTS
‘ GROUP COMPANY
Group Assoclated Total Sharesin Sharesia Total
undertakings . undertakings subsidiary other
. under. under-
Shares Loans Shaces Loans takings  rtaklogs
£m Lm &m &m £m £m &m &m
COST:
At 1 April 1993 565 315 - - 880 400 54.1 941
Addltlons 2.0 - 50 57 127 392 241 413
Disposals - - - - - (24) - £2:4)
At 31 March 1994 585 315 50 57 1007 768 562 1330

: . Allinvestments are unllsted securities. The dispasal reflects the transfer of Northern Electrie Insurance Services
Y . Limited to Northeen Electele (Overscas Holdings) Limited.
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12 INVESTMENTS CONTINUZD
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Detalls of the princlpal Investments in which the Group or the Compzny holds ordinary shars capltal of greaies than 10% or the
halding represents greates than 10% of the net asasts of the Geoup are as follows

. Propurtlon
Country of ofvoting
ceglateation (or Hoelding of cighis
Name of company incarporatlon) ordinsry and shares Natutz of
Pcincipal subsidlary uadertakiogs and operation shares beld business
{1eld by Company:
Morthern Blectric Generation Limited England and Wales 36,641,146 st £1 100% Holding company
Northeen Electelc (Overscas Holedtngs) Limitcd  England and Wales 2,500,000 at k1 100% Holding company
Gas UK Limlted England and Wales 500,000at £1 1004 Gasrctalling
Naonthem Tracing and Colicction Engiand and Walcs 30,000 at £1 100% Debt collectlonand
Services Limited . address tracing
Northera Eleetric Prepertics Limited England and Wates  3%;207,190 st £1 ST InG% 0 . Propesy holding and
‘ management company
Northern Elcctric Retall Limited England and Wales 100at 51 - 100% Retailing of
Ch . clecteical uppliances
Northgas Limited England and Wales 2athl T 1E0% Holiding company
Northeen Electrig Share Scheme England and Walcs 2at £l 100% Trustee company for
Trustee Limited employee profit
sharing scheme
Northeen Electric Investments Limited England and Wales 5,000,000t &1 100% Investment company
Held by Northern Electric subsidiaries:
MNorthern Elcctrc Generation (TPLY Limited. England znd Wales 33,674,809 at £1 10086 Holding company
MNorthermn Electric Generatton (CPS) Limited England ana Walcs 1,053,101 at &1 100% Holding company
Northem Electric Generation (NPL) Limited England and Wales_ 366,922 at £1 100% Holding company
Northem Eleetrlc Generation (Peaking) Limited  Engtand and Wales 1,500,000 at &1 100% Generation of
v clectricity
Combincd Power Systems (Northeon) Limited  Engiamd and Wales 200,000 ar 61 56666 Selling of power
‘ o supply systemy
Northern Electrde Insutance Services Limited Isle of Man 145,000 at &1 100% Insuraace services
Associated undertakings: Held by Company -
REC Colleet Limlited England and Wales latkl 25% Management services
company
Held by Northern Elcetric subsidiacien i
Soverelgn Exploration and Productlon Limited  England and Wales 5,000,000 2t &1 S 50 Gus exploration and
R production
Neptune Power Limfted England and Wales latkl 33%  Generatlon of clectriclty
Fixed asget lovestments Group and Company:
Teesslde Powes Limited England and Wales  26,923,076at1p 15496  Gencration of electricity
Natlonal Grid Holdlng ple England and Wales 26,000,000 at 10p 6-5% ‘I'ransmission of clcctrichty
Comblned Power Systems Limited England and Wales 40,809 at £1 1329 Manufacture of power
supply systcms
lonfca L3 Limlitcd England and Walces 38,069 at 10p 10% Publictclcphony opecator

The above Investments are unlisied,

*1796 votlag cights

The Group's shares In Natlonal Grid Haldlag ple were acquired from the Scerctary of State for Trade and Industry. The holding [s
Included In the balance sheet at £50.7m based on the Group's share of the Nadonal Grid Company’s historical cost net asset valucat

31 March 1990,

The Group Is Involved in the Tecsside Power Limited profect —a folat venture with Earon, ICI and threc other Regional Electriclty

Companles to operated 1725M W power statlon,

In Febevary 1994, the Group Invested £10:7m In Sovercign Exploration and Production Limlted, s Jolnt venture with Neste Oy to

cxplolt North Sca rescrves of aatural gas.

Northern Blectrie pli:
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13  sTOCKS

Raw matcrials and constnables
Work ln progress
Pinished goods and goods for resale

DEBTORS

+ '‘Amounts falling duc within one year;

Amounts falling due after mote than G yeari

) . 15

- Credit sales Instalments not yet duc

" ‘Imde debtors

- Creditsales instaiments not yetdue
' Prepayments and accrucd Income

Unbitied \::Dnaummlon '

Amauris nw;:d by, lubs.ci!wy undcmklngs v

Otherdebtors: 7 o o s .
Advance corporation tax recoverable
Cther ‘

Loan Intercst -

Advance corpotation tax rccn\rcnblc

Deferred taxation on overrecovery recoverable 1995/96

CURRENT ASSET INVESTMENTS

Listed gquity investments
Short-term deposits with banks

¢ Sterling commercial paper
" “Trcasury stock
. Fixed interest stock

l Thelisted invesiments (market value £0.4m) arc shaces in Northera Electele pleheld by a subsidiacy company,
' Northern Bicctric Share Seheme Trustee Limited,

16

CASH AND CASH EQUIVALENTS

Anaiysls of balances in Group balance shects

. Cash ut bank and In hand

Investments

_ Investments with an orlginal maturity date of more than thece months

)

Casti at bank and In hand
Investuments

o v gt ot 343 0 O SRl e bt T e T e WL R T e e
anour COMPANY
1994 1993 1594 1993
Am &m Am &m
35 37 35 37
‘-2 "2 . 4'2 5'5
-4 53 64 53
“%0) a7 (4-0) @1
101 95 10-1 94
T ——— . v
GROUP COMPANY
1994 1993 1954 1993
&m - L &m &m
456 49:1 453 486
87 63 87 63
2:0 20 20 2.0
; 759 750 © 789 750
- s e ' 30q
T 17 18 W7
‘150 119 143 . i17
¢ 1800 1460 168:6 1754 -
B4 - - -
193 123 193 12:3
34 .40 34 i0
54 o 5.4 70
1858 1593 186-7 1987
GRrROUP company | - !
1994 1993 1594 1593
£m &m Em.’ .gnl
04 - ] -
516 180 515 177
120 6.0 120 60
1.9 16 - -
02 05 - -
663 261 636 237
1594 1993 Chanoge
&m Lm &m
149 90 59
661 261 400
(28.6) - (28, 6)
524 351 173
1923 1992 Change
&m sm &m
90 44 4.6
261 104 157
351 148 203 .
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LT ANOTES YO TIE AGCOUNTS CONTINUKD . '

. 17T GREDITORS orour COMPANY "
: 1994 1993 1994 1993 )
" Amounts falling due within onc year; &£m &m &m &m ‘
‘ Paymenta recelved onaccount 266 14 264 14
.+~ Loansand ovcrdrafts (Notc 19) - 190 - 190 ‘
UL Trade creditors 771 o 526 769 544 "
3 - Amouvatsducto subsidlary undertakings - - 159 -
20 ¢ Corporation tax 174 271 161 256
Atlvinre carporation tax 52 57 52 57
Othier taxes and social sccurlty tosts 24 24 24 24
Other ereditors . 43 Y 4s 40 37
Accrals and deferred income SR o7 06 o7 o4
proposcd dividend ‘ 216 186 216 186
o ‘ 1553 1319 1692 1314
!}'ﬁ . ‘ msesem——"
18 CREDITORS arour COMPANY
1994 1993 1994 1993
 Amounts falling due after one year: ' '£m &m £m £Em
Loans (Note 19) T osEs 55.0 556 55.0
Deferred tax on {nvestment income Ly - - -
Consartium relicf 14 52 166 52
Other creditors 2:5 24 20 21
765 626 742 623
19 LOANS Grour COMPANY
' 1994 1993 1994 1993
£m &m Lm &m
Not wholly repayable within five years 556 550 556 550 ‘ '
Wholly repayable within five years - 190 - 190
o) 556 740 556 74:0
K " Amount due withln one year - (19-0) - (19:0)
c 556 550 556 55.0
b

* ' The loans not repayable within five years are long-term government bonds (£35-0m), repayablein 1999 and bearing

" Interest at 12.661% per annum, and an Intcrest fece lozn from Electelclty Assoclatlon Technology Limited (£0-6m)
repayable after more than five years,

Analysis of changes in Group loan financing during the year:

‘ 1994 1593
v, &m . &m
.4 AUT Aprll ‘ 740 74:0
Nez cath outilow from financing (18-4) -

' At31 March . 556 740
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20  PROVISIONS YORLIADILITIES AND CHARGES

At 1 April
Utillsed/paid in year

Transferred from profit
and loss account

At 3‘. March

At 1 Apeil
Utllised/paid In year

Transferred from profit
and loss account

At 31 March

21  SHARE CAPITAL

"
1

A sk raany
W P e T o g gt Ty

JELTIE L

l’.qul;'.ir ~200,000,000 ordinary shares of 50p cach

Mon.equity - 1 special rights redeemable preference share of &1

GrQUP
Hegufatory  FPenslons  Molidaysie Insurance Resicucturlng — Other Total
correction nuspcose claslm
factor
1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 1994 1993
im & &m  &m  Em ; &m . &m &m  &m &m 4&m &m £&m  £m
i\‘ /"
%12 94 S5 44 20 21 92 55 54 48 G909 442 2068
12) 63 - - (08 D (@) ©6 G a¥ (1) (01) 261) 78
163 171 02 11 o1 - 28 43 39 26 - o1 233 252
163 212 57 55 17 20 1L6 92 53 54 0-8 09 414 442
COMPANY
Regulatoty  Peosions Holldsysin Insurance Restructusiog Other Total
correction suspeose  claims
factor e

1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 1994 1993
&m &m &£&m &m £Lm £m &m Em E£Em E&m &m  4im  &£m Em
212 o4 55 44 20 21 19 1.9 54 45 o9 09 369 232
(212) (53) - - (04) (01) (04) (06) ($0) (1.7) (o1} (01) (261) (7:8)
163 171 62 11 01 .~ 02 06 39 26 ~ O 207 215
163 22 L) &5 A7 20 17 1.9 >3 54 08 0% 315 369
Allotted, called up

Authocised and fully paid
1994 1993 1994 1893
Lm &m &m &m
1000 1000 619 616

Valuc less than £0-1m

100:0 1000 61.9 616

‘The spectal tights redeemable prefecence share Is redecmable at par at the request of the holder, the Secretaty of State for Trade and Industry,
at any time before 31 March 1995, Unless so redeemed, the speclzl share will be redeemed by the Company on that date, This shara dées not
carry any rights to vote at geacsal mectings but eatitles the sharcholder to attend and speak. The written peemission of the holder of the

spectal sharc I8 required before certala provistons of the Company's Asticles of Assoclation ¢an be altered. '

Employee Share Schemes

1,032,157 sharcawere held In rrustat 1 June 1994 (1,103,385 ~ 1 Junc 1993) on behialf of cmployces underspecial acrangesients made atthe
tume of the Offer for Sale In November 1990, In additlon, Northern Electric ple, through its subsidiary company Monheen Blectrie Share
SchemeTrustee Limited, holds 54,153 of its own shares In trust on behalf of employees tn connection wih ahare optlon schemes,

Nerthern Blactrie plt
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21 SHARRCAPITAL CONTINUED RN
R o

At 31 March 1994,0ptions remained cutstandlng for the purchase of shares as follows;

Option Number
price & Date of exercise of sharcs
To employees under the Sharcsave Scheme 175 1 March 1996 2,659,285
312 1 October 1997 1,162,282
To scnlor exccutlves undee the Exceutlve Sharc Optlon Schemc 282 January 1994 —January 2001 31.397
332 Auvgust 1994 « August 2001 50,512
389 July 1983 « July 2002 263,123
389 July 1995 - July 2002 302,432
341 July 1997 ~ July 2002 302432
689 Jattuary 1997 - January 2004 237,042
689 Jrouary 1997 ~January 2004 79,013
586 January 1999 = January 2004 79,013%

‘t The lower priced option of each pair of thesc paratlet options may be cxcrclscd ln whole arn part, in leu of, but not In addition to the
higher priced option of the same palr, Excreisc at the lo‘v{'croptlon pricein at 1, cise (£3-31 and £5.-06 respectively) s subject to the
Company achleving defined levels of performanes, e

622,431 (1593 - 10,814) ordinary shares were (ssucd to empleyces and senior exccutives under the sharc optlon schemes durdng the year
for an aggregate qonsideration of £1,723,605 (1993 - £18,373).

The benefictal interests of the directors st 31 March 1994 In ordinary shares of the company were a3 follows:

Registered holdings ‘ v
1994 1993

; RDBlion 13,664 3364 -
| $G Errington 1,500 1,500

A Groves 26,037 7,437

A Hadfield 300 ’ 300 ' P
! G W Hook 7,674 1,864 .
i 1C McCutcheon 2,000 2,000
| D R Morrls 75,512 7,106°
i P D Nichalson 880 800

Share options under Sharesave and Exceutlve $hare Option Schemes

IAprll Granted In Exescised in 31 March Priccrange  Eacliest/latest

1993 1994 1994° 1994 date of exerclse

R Dixon 74,575 15,674 48,226 . 42,023 - &L75t0 £6.89 1995/2004
A Groves €8,902 20,783 45,390 44,235% £H1.75 t6 £6.89 1995/2004
A Hadfield 51,549 - 23,919 - 75,468 £3.12to0 £6,89 1995/2004
G W Hook : 51,747 17,997 14,920 34,824 £1,7510 £6,89 1095/2004

D R Morels 124,248 31,466 85,106 70,608 &1.75t0 56.89 1805/2004

« Qptions excrclsed at £2,82 pershare,

A8 . Newtem boatricple




21 SHARE CAPITAL CONTINUED
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In addltion to the benefictal Interests In shares noted above, the excoutive directors are for Companics At purposcs
tegarded as Intcrested in the 1,644,850 shares which the trustee of the Norther Electric Employce Share Trust owns
or Is entitled to acquire, Al employces (Inctuding exceutive dircctors) are potential beneficlarics under this irus, the
purpose of which Is to providesharca to sadsfy options graated {n July 1992 and January 1994 vader the Company's
sharc option schemes, Desplte these technical intereses in shares, It s not 2nticlpated that any employee or excentive

dircctor wllf be entitled to recelve from the trust a greater number of shares than that to which hiz is entitled on

exceclse of options granted o him under the share option schemes,

. Anazlysis of changes in sharc capltal during the year:

At1Aprl
Net cash {afiow feom finzacing

At 31 March

- Analysis oF chaages In share premium during the year

At 1April
Met cash Inflow from financing

“ At 31 March

22 MOVEMENT ON RESERVES AND RECONCILIATION OF SHAREHOLDERS® PUNDS

Share Share

Capltal Premium

_ Account

: &£m &m
Total sharcholders' funds at 1 April 1992 615 -
Profit attributable to members - -
Dividends - -
Transfer to statutory reserve - -
Issuc of ordinary shares o1 -
Total sharcholders’ funds at 31 Macch 1993 616 -
Profit attributable to members - -
Dividends - -
‘Teanafer L0 SLALUSOTY [CICIVE - -
Issue of ordinary shares 03 14
‘Totz] shareholders’ funds at 31 March 1594 619 14

1994 1993
&m &m
616 615
03 01
619 61.6
1994 1993 .
& £m
14 -
14 -
GROUP
Statitory  Profitand Total
Reserve Loss Shareholders
Account Funds
m &m &m
02 304.0 3657
- 853 853
- (26:4) (26-4) ]
01 (0] - ‘
- - 01 ‘
03 3628 4247
v A
- 983 983 o
- (307 3o
02 (02) -
- - 1.7
o5 4302 494.0

In order to comply with the requircments of the Insurance Iegislation In she lsle of Man, the Group's insurance

company has incrcased the statutory reserve by £02m (1993 - £01m) outof profits carned in the year.

COMPARY
Share Share  Profitand Total . :
Capltal Peemium Loss Sharcholders’ :
Account Account Funds /
£m &m £m &m '
Total sharcholders’ fundsat 1 April 1992 615 - 304.4 3659 '
Profic attitbuiabic to members - - 849 849
Dividends - - (26.4) (26.4)
Issuc of ordlnary sharcs 01 - - 01
Total sharchaolders' funds at 31 March 1993 616 - aG29 4245
Profit attriburable to members - - 933 933
Dividends - - (30.7) o
1ssuc of ordinacy sharcs 03 14 - 17
Total sharcholders’ fundsat 31 Match 1994 619 14 425.5 4888
esasinvinyae

Northerst Dlactrie ple 39



i

I T T T T T T

PR

Iz

P

PR
i

40

—

1

i e g s e s

NOTESTQ TR ACCQUNTE CONTINURD

23  PENSION COMMITMENTS

‘The Blectriclty Supply Penston Scheme Is a defined benelit scheme for divectors and employces which provides
peaston and other related benefita based on final penslonable pay, The nsscts of the Scheme are hield In ascpanite
trustec sdmintstered fund,

The pension cost ta the Company fortha yearwas £107m (1993 ~ £11:9m). The last full sctuarial valuatton of the
Company’s share afthe Scheme was cartied out by Bacon and Woodrow, consulting actuaries, as at 31 March 1992
and the results of this valuation have beea used as a basls for assessing pension cost. The attained age mmethod was
used (or the valuation, The principal actuarfal assumptions were that the Investment return would exceed salary
increases by 2% perannum {exclusive of merlt awards) and exceed fatuce pension incrcases by 4% perannum,

' Forthe Northern Electric Group the valuation showed that the actuarial valuc of the asscts represented 108% of the
. actuardal value of the accrued benefits, The accrued benefis inclnde all benefus for penstoncrs and other former
members as well a1 bencfues based on scrviee completed to date for 2ctive members, allowing for future salary

- ingreases, Improvements in benefits for members and dependants were made with effect from 1 April 1993,

Allowling for these Improvements the actuartal valug represents 104-6% of accrued benefits.

The tatal market value of the asscrs of the Scheme at the date of sctuarial valuation wis £9,521m of which £§27.3m
represented the section of the Scheme relating to the Northern Electric Group, '

Contributions, based on & composite rate and payable by the Company to the Scheme during the year were £10-6m
(1993 = £10:9m). In addition, £0-1m (1993 « &£1.0m) was Incurrcd for ex gratta penslons and provisions for
anfunded supplementary pensions.

‘Th latest actvarial valuation did not allow for the additdonal Habilities which could potentially have arisen from the

« Buropean Court of Justice's decision on 17 May 1990 in the case of Barber v Guardlan Royal Exchange which relates

* 10 the equal treatment of men and women In occupational penston schemes. On 6 Qctober 1993 the Evropean Court

gavea judgement ln theTen Cever case from which itls almost certain that cqual treatment should apply to pensions
only In respect of scevice after 17 May 1990, except in cases where legal proceedings had been fnittated before this
date, It s anticipaicd that this will be confirmed in the European Couet judgement in the Coloroll case, Pending the
ontcome of the naxt actuarial valuation due in March 1995, 2 provision of £5:5m (1993 - £5:5m) hasbeen retained
(scc Notc 20).

. 24  OBLIGATIONS UNDER HIRE AGREEMENTS
Lagcd and Buildings Other
GrOUP COMPANY GrROYUP COMPANY
1994 1993 1954 1993 1994 1993 1994 1993
&m &m &m &m &m £m Em bm
Anqual cemmiicients under non-
cancellable operating leases

. areasfoilows:
Explring within two years 02 - - - 03 - 03 -
Expiring within two to five years - 02 - - 41 09 41 0.9
Explring aficr five years 33 33 - - - 38 - 38
35 35 - - 44 47 44 47

25 CAPITALAND OTHER COMMITMENTS

Capltal expendlture authorised by the Bourd of Directors but not provided for at 31 March 1994 amounted to £472m
(1993 = £392m) it cespect of which the Gratp tras entered into contractval commitments of £57m (1993 ~ £02m),.

The Geoup 1 committcd to make a further Investment of £1-7m (1993 ~ £2:9m) [n lonlca L3 Lhnited In the cvent of
that company achleving certain jevels of commercial performance. The Group is #lso commlitted te provide
zddittonal funding of £1-8m (1993 ~ NiI) toTeesside Power Limlted in respect of remedial work nn a cooling tower.

Nortbern Blectrie ple
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26 CONTINGENT LIARILITIES

Thece weee na contingent Mabltes at 3t March 1994 erat 31 March 199M,

27  DIRECTORS'INTERESTS

‘Theee are no interests In contracts which ace required to be discloscd under the Companies Act 1985,

28 CURRENT COSTACCOUNTS

(a) Group Profitand Loss Account for the year ended 31 March 1994

TURNOVER
Cost of salcs
\‘1
GROSS PROFIT
Distribution costs
Administeative expenses
Monctary working capital adjustment
Otheroperating income

OPERATING PROFIT
Income from inveatments

PROFIT ON ORDINARY ACTIVITIES BEFORE INTEREST
Net Interest

Geating adjustment

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
Tax on profit on ordinary activitics

PROFIT ATTRIBUTABLE TO MEMBERS OF THE PARENT COMPANY
Dividends oa cquity shares
RETAINED PROFIT FOR THE YEAR

EARNINGS PER SHARE = baslc

RECOGNISED GAINS AND LOSSES

Within thecontext of current cost accounting amounts taken to reserve arc Intended to maintain caplial and

Noles

28(g)

28(0)

28(4), (@
8

28¢0

1994 1993
&m &m
1,030-8 8827
(735-1) (611-2)
2934 2715
worn (102:0)
(958-1) 932)
o4 (3:0)
09 15
869 7448
17:6 107
1045 855
36) 57)
08 2.4
1017 822
(304) (261)
713 56:1
@on) 264)
406 297
pence pence
579 456

thercfore there are no recogniscd gatns or losses other than £71.3m profit attributable to members of the parent

Company In the year ended 31 March 1994 and £56:1.m In the year ended 31 March 1993,

Northerst Mlecirie ple
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28 CURREMNT COSTAGCCOUNTS CONTINUAD
(b)  Bataoct Sheety at 31 March 1994

GhoLp COMPANY
1994 1993 1994 1993
Notes £m &m £m Em
FIXED ASSETS
‘Tangible assces 28(h) 7316 7278 6804 6764
Investments 2800 254-0 1825 2863 1886
9855 9103 966-7 8650
CURRENT ASSETS
Stocks 28 102 9.6 102 95
Debiors 14 1833 1693 1967 1587
Investments 28(%) 661 262 63-6 237
Cash at bank and In hand 16 149 9.0 29 08
2747 2141 2734 2327
CREDITORS: amounts falling due
within onc year: 17
Loans - (159:0) - (190}
Creditors and accruals (1553) {112:9) (1692 (1124)
{1553) (131.9) (169:2) (131.4)
NET CURRENT ASSETS 119-‘§ 822 1042 1013 i
TOTAL ASSETS LESS CURRENT LIABILITIES 1,10%0 9925 1,070:9 9663 i
CREDITORS: amounts falllng duc
after more than one year: 18
Non-convertible loans (3%.6) (55:0) (55.6) (550}
Other creditors (209) 76) (18-6) €73)
(768) . (62:6) (74:2) (62:3)
PROVISIONS FOR LIABILITIES AND CHARGES 20 (41-4) (44:2) (31-5) (369)
TOTAL ASSETS LESS LIARILITIES 28(p 9871 8857 9652 8671
CAPITAL AND RESERVES
Called up share capital 21 61.9 616 61.9 616
Sharz premivm aceount 280D 14 - 14 -
Othser rescrves 28¢0 612:1 5528 593.8 5335
Profit and foss account 28(1} 3117 2713 308.1 2720
SHAREHOLDERS' FUNDS 9871 8857 965.2 8671

Northarn Elgcioie pic
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28 CURRENT COST ACCOUNTS CONTINUED Lo

() (1) Basis of preparcation .
These xecounts have been prepared under the current cost conventlon and In accordance with applicablc accounting o ‘
standards, The policies adopted are consistent with those In Note 1 to theseaccounts, amended as follows forthe

| ~ current cost convention, y

‘ {U) Current costaccounting

Current cost accounts reflect the long-tesm nature of the Group's asscts. This conventlon allows for price changes
spcclfic to the business when repocting assets employed and profits thercon, The current cost opeeating profitls
determined after allowing for thele+ ¢t of price changes on the funds needed to malatain net operating asscts and
also takes into sccount the wayin L v e .n those asscts are financed, The {mpact of price chianges s rellected as follows:

depreciation is caleulated on thc basis of the current cost of tangible fixed asscrs; R
a cost of sales adjustment i3 made to allow for the impact of price changes on stock consumed In the year;

a monetary worklng capital adjustment is charged agalnst the year's results to scpresent theamount of P
additional {or reduced) Internally gencrated finance nceded as a result of changes in the Input prices ofgoods 7 .|
and scrvices used and Ainanced by the Group; and, -

a gearing adjustment reduces the clfect of the ather current cost adjustments In the profitand lpssaccount b -‘
as sct out above, This adjustment takes aceount of the benefit to sharcholders of financing the business partly me
by borrowlings.

" peovision I3 made In the accounts for the clfccts of specific price changes on the resources necessary to malntain the
operating capablility of the business.

"The cost of salcs adjustment and the monctary working caplial adjustment are caleulated principally using standard
prices or by applying appropriate indices to the historical cost. The component parts of Indices are perlodlcally
reviewed,

- Pl

(i) Tanglble fixed assets
The gross replacement cost of fixed asscts Is derlved by applylng approprate indices to historleal cost figures, Certaln
land and bulldingsare professtonally valued an a cychical basis, Consumers’ contributions are indexed with the
related assets and deducted thercfrom, ‘ [

‘ {Iv) Fixcd assct lovestments
Fixed assct investments are shown at directors® valuation,

! ' ‘ (v) Stocks and work in progress

Stocks are valued at the lower of curcent replacement cost and net realisable value, The valuaton of work In progress
is based on the current cost of labour plus appropriate overheads and the current replacement cost of materials.
Progress payments on short-term contracts are deducted in arriving at the amounts stated.

(d4) Reconcillation of current cost profit before taxation
1994 1993
&m Lm
, Historical cost profit before tax 1287 1114 ‘
Less current cost adjustmentss . '
ad ~depreciation (281) (285) .
- cost of sales (o.1) (o1) .
.. =monetary working capital 0.4 3 0)
| ~gearing 08 24
Current cast profit before taxation 101.7 B2:2 - .

|
.
o

|
t
| !

(¢)  Deferredtaxatlon

Current cost revaluations do not provide a sultable basls l’or the provision of defereed tax and therclore no account

has been taken of any potentlal Hability arising if disposals were at current cost vaivatlons,

Noribern Bleciricple
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Distribution Supply Geaeration Other Total
1994 1993 1994 1993 1994 1993 1994 1993 1994 1993
: &m &m A&m &m £m &m &m £m &m im -
‘TURNOVER
Total sales 2506 237.1 9576 8090 06 02 964 680 1,3052 1,114:3
Inter-segment sales (z29.8) (2079 Q7N a9 (01 - (431) (18) (2747) (231:6)
Sales to third partles 208 292 9559 8071 0-5 02 533 462 1,0305 882.7
", "OPERATING PROFIT
" Segmental operating profit 70.0 7441 71 18 o6 (@©9 104 ©2) 869 748
Incotne from Investments - - - - 54 - 122 107 176 107 B
Net Interest - - - - - - a6) o7 (36 67 .
. Gearing adjustment ~- - - - - - 08 24 o8 24
S
Profit on ordinary -
activitics before taxation  70-0 7441 71 18 48 ©9 198 72 1017 822
© ~NETASSETS
. Net asscts by scgonent 6606 6721 (152) 315 395 340 2918 1481 9764 8857
-+ Net assets of associated
uadertakings - - - - - - 107 - 107 - .
Total net asscts 6606 6721 (1%2) 315 395 340 3022 1481 9871 8857
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28 CURRENT COSTACCOUNTS CONTINUED

() Farnings pee ardinary share

St rady

T—

pregiaie TR ARSI A
B e Ll

The calculation of earnings per ordinary share is based on carnings of £71:3m (1993 ~ £56:1m) and on 123,184,663
ordinary shases (1993 - 123,078,429 ordinary sharcs), being the welghted average number of shares In Issue durdng

the year,
1

@

Current cost turnover and segmeatal analysis

The Group operates In thrce principat arcas of activity, that of the distributlon, supply and generation of clectrlelty in
the United Kingdom, The disteibution, supply and gencration activitics arc tecated as scparate businesscs under the

Publlc Electricity Supply Licence granted to Nosthern Electric plcin 1990,

Tuenover, all of which Is in respect of continuing activitles and sales to Unlted Kingdom customers, Group profit ot

ordinary activitics before tax and net assets are analysed below:

. Other includes retalling, business support units and corporate services,

- Regulatory correctlon factors,

The disteibution turnover In the year reflects an ovesrecovery of £05m (1993 - £1:3m underrecovery), The supply
trnover reflects 2 net reduction in the overrecovery of £4.9m (1993 — £17-1m increase In oveerecovery), At 31 March

1994 the cumulative underrecovery in the distribution business was £0-8m (1993 - £13m underrecovery) and inthe

supply business the comulatlve overrccovery was £16:3m (1993 - £21.2m overrecovery).
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28 CURRENT COSTACCOUNTS CONTINUED

{b) Currentcostiangible fixed asscts

GROUY
Distribudon Noa. Flxturcs Vehicles Deduct: Total
system aperational and and mobile Coosumers
landand equipment plant con-
bulldings tributions
Am &m £m &m &m &Lm
COST:
At1April1993 24645 521 643 254 (338.4) 2,2679
Reglassification of asscts (63) {1:5) 79 (o:1) - -
Addltlons 53.2 (01} 120 3.0 (13-5) 546
Dlsposals (351) ©2) {0:2) (09) 29 (335)
Revaluation 14.0 (2:4) (04) 19 (2-4) 107
At 31 Macch 1994 2,4903 479 836 293 (351+4) 2,299:7
DEPRECIATION: -
At 1 April 1993 1,6362 02 412 137 (151:2) 1,54011
Reclassification of usscts (1-4) - 14 - -~ -
Provided during the year 492 i3 79 27 89) 522
Disposals (351) 01) {(02) 09 2.9 © (334)
Revaluatlon 10:4 (12} (0:1) 12 (1) 92
At 31 March 1994 1,6593 02 502 167 (158:3) 1,568:1
Net book value
at 31 March 1994 8310 477 334 126 (193-1) 7316
Net book value - - '
at 31 March 1993% 8283 519 231 117 (187:2) 7278
Aascts In the course of construction inciuded:
At 31 March 1994 1.6 - 07 - - 23
At 31 March 1993 46 - 03 - - 49

The depreclation charge was £51-8m (1993 ~ £482m) after taking account of income from disposals of £0.4m
(1993 = £2.0m).

Nortbern Disceric ple
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”28 CURRENT COST ACCOUNTS CONTINUED

(h) Currentcosttangible fixed asscts contlnucd

COSTy
At 1 April 1993
. Reclassification of asscts
Additons
Disposals
“Revaluation

/At31March 1994

L

NEPRECIATION:

" ALL Aprtl 1993
‘Rccluslﬁc:tion of asscts
Provided during the year
- Dlsposls

- Revaluation

At 31 March 1994

Net book value
2131 March 1994

' Net book value

at31 March 1993

Distribution

Noa.
system operational
land and
bulldings
&m £m
2, 4645 1.7
G2 1-5)
532 -
(3513 02)
140 -
2|490‘3 had
1,6362 -
(14) -
492 -
(@51 -
104 -
11659‘3 -
8310 -
8283 17

Assets In the course of construction included:

" At 31 March 1994
At 31 March 1993

1.6

46

inrriton

The net book value of non-opcrational land and bulldings compriscs:

Frechold
Long icasehold

", 5hort feaschold

The totaf of 1and which is not depreclated [3:

Nortbern Blacinle ple

COMPANY
Flxturcs Vehicles Deduct: Total
and and moblle Coosumers'
equipment plant con-
tributions
£m &Em £m &m
630 254 (3384) 2,2162
79 (0-1) - -
9:6 30 (135} 52.3
{0-2) 09) 29 (335) .
(04) 1.9 @4) ‘ 131
799 293 (351.4) 2,248
411 137 (1512) 1,539.8
1.4 - - -
78 27 (89) 508
02) ©9) 29 (33:3)
©1) 12 [¢0)) 104
500 167 (1583) 1,5677
299 12:6 {193-1) 6804
219 117 (1872) 6764
- - - 16
- T— L]
- - i - "6
GROUP COMPANY
1994 1993 1994 1093
Lm &m £m &m
387 422 - -
88 9.5 - -
02 02 - 1.7
477 51.9 - 17
Grour COMPANY
1994 1993 1994 1993
&m £m &m &m -
158 157 77 75

3
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28 CURRENT COSTACCOUNTS CONTINUAD
1) lavestments

GRour COMPANY
Group Associated Total Sharcsin Sharesin Total
undertakings undertakings subsidixry other
- - uader-  uander-
Sharcs Loans  Shores Loans takings iakings
£m Lm £m &m &m & &m &m
COST:
Atl Aprl 1993 151.0 a1s - - 182,5 40.0 148.6 188.6
Additlons 20 - 5.0 5.7 12,7 39.2 2.1 41.3
Disposals - - - - - (24) - (2:4)
Revaluatlon $8.8 - - - 588 - 588 588
At 31 March 1994 211.8 315 5.0 57 254.0 76,8 209.5 286.3

Al Investments arc unllsted sccuritlcs, For cursent cost purpases the investment In Natlonal Grid Holding plc has
been stated at dicectors' valuatlon and includes an adjustment of £153-3m (1993 - £94-5m) which has been.
transfeered [0 current cost reserve. The disposal reflects the transfer of Northern Electde Insurance Services Limited
to Northern Electric (Overscas Holdings) Limited.

()  Stocks
The value of stock and work in progress stated Is as disclosed in Note 13 except for a revaluatlon adjustment of £0-1m
(1993 - £0-1m) which has been transferred to current cost reserve,

(k) Currentassctinvestments

The valuc of lnvestments [s s discloscd In Note 15 (1993 — £0:1m greater) reflecting the market value of certain
sccurities held by the Group's Insurance subsidiary. The amount of the revaluation has beea Included In cusrent cost
rcscrve.

{r
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I 28 CURRENT COSTACCOUNTS CONTINUBD

L

; )  dovementon current cost coserves and reconcliluuon of sharcholdees' funds

GROUP
Share Share Statutory Current Profit Total
Capital Premium Reserve Cost © and Share-
! Account Reserve Loss holders'
Account Yunds
&m &m £m &m &m £m
< ’Ibul sharcholdecs' fundsat 1 Aprl 1992 615 - 02 4954 2417 7988
. Profitactributable to members - - - - 561 561
] Dividends - - - - 264) (26.4)
© . Transfer to statory reserve - - o1 - ©1n -
’ | lssue of ordinary shares 01 - - - 01
. Revaluatlon of fixed assct invesiments - - - 374 - 374
: Revaluatlon of net fixed assets - - - 189 - 189
, - Revaluation of cutrent asset luvestments - - - ol - < gl
; Cost of sales and stock revalustion - - - 01 - 01
- Monctary working capital ad;i:lgtmcnl - - - 39 - 3.0
:+ Gearing adjustment \‘\ - - - (24) =0 (24)
Total sharcholders tunds at S‘I M:rch 1993 616 - 03 552:5 2713 8857
Issued shace capleal T 616 - - - - 61:6
. Reserves - realised ' - - < 03 91,5 2713 3631
Reserves - unrcalised - - - 4610 - 4610
616 - o3 552.% 2713 8857
' Profit attcibutable to members ’ - - - - 713 713
Dividends - - - - @Eon 307)
' ‘Transfor to statutory reserve - - 02 - 02 -
" Issuc of ordinary sharcs o3 14 - - - 17
"1 Revaluation of fixed assct Investments - - - 58-8 - 538
, " Revaluatlon of net fixed asscts - - - 1.5 - b5
. Revaluatlon of currcnt asset investments - - - - - -
"' Costofsales and stock revalvation - - - - - -
' . . Monctary working capital adjustment - - - (0-4) - Co4)
,  Gearlng adjustment - e - (o8) - (o8)
. Toutl sharcholders' funds at 31 March 1994 619 14 {5 611.6 3117 9871
s issued share capital 619 C 14 - - - 633
i TReserves~realised - - 05 1185 3117 4307
o Rescrves - unreatised - - - 4931 - 493.1
619 14 05 6116 3117 9871

In orderto comply with the requirements of the insurance leglslation in the Isle of Man, the Group's insurance
company has Increased the statutory reserve by £0-2m (1993 - £0:1m) out of profits carned {n the year,
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28 CURRENT COSTACCOUNTS CONTINUED

= AT e

) Movcment on gutrent cot reserves and reconclliation of abarcholders' funds continucd

Total sharcholders' funds at 1 April 1992
Profit attributable to members
Dividends

Issuc of ordinary shares

Revaluation of fixed assct Investments
Revaluation of net fixed assets

Cost of sales and stock revaluation
Monctary working capleal adjustment
Gearing adjustment

Totat shareholders' funds at 31 March 1993

1ssucd shate capltal
Reserves - reallsed
Reserves — unrealised

- Profit attributable 1o members
Dividends
Issue of ordinary sharcs
Revaluatlon of fixcd asset investments
Revaluation of net fixed asscts
Cost of sales and stock revaluation
Monetary working caphal adjustment
Gearing adjustment

Total shaccholders’ fundsae 31 March 1994
Issued share capltal

Reserves - realiscd
Reserves - unrealised

COMPANY
Share Share Current Profit ‘Tatal
Capital Premium Cost and Share-
Account Reserve Loss holders’
Account Funds
&m Lm &m &m £m
615 - 4954 2421 7950
- - - 7 563 563
- - - @64 @64
o1 - - - 0.1
- - 374 - 374
- - 01 - 01
- ~ 3.0 - 30
- - (24) - (24)
616 - 53335 272.0 8671
616 - .- - 610
- - 909 2720 3629
- - 4426 - 4426
616 - 5335 2720 8671
- - - 66-3 668
- - - Go7y (7
* 03 1.4 - - 1.7
- - 588 - 58.3
- - 27 - 2-7
- - (0.4) - 0.9
- - (0.8) - {0.8)
619 14 5938 308-1 9652
619 1.4 - - 633
- - 1174 308.1 4255
- - 4764 - 4764
619 14 %938 3081 9652
Northarn Blactric ple
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GROUP FOUR YEAR SUMMARY

NISTORICALCOST CURRENTCONT

(¥ro {(Pro
forma) ‘ forma)
Years ended 31 March 1994 1993 1992 1991 1994 1093 1992 1991
) &n  Em im o im  Bm £m &m
TURNOVER 1,0305 as2y 8137 7740 1,0305 8827 8137 7740
PROFIT ON ORDINARY, .
ACTIVITIES DEFORE INTEREST 1323 1171 1077 794 1045 853 696 484
Gearing adjustment - - - - 08 24 45 52
Nt interest (3:6) 7 95 (147 (3-6) 57 ©@5) (47
PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION 1287 1114 98:2 647 1017 B22 646 389
Tax on profit on ordlnary activities 3od) (@261 @49 (83) (God) (261) (249) (183)
Dividends (30-7) (264) (22.8) (20:0) (307) (264) (2248) (200)
RETAINED PROFIT 676 589 50-5 264 406 297 169 086
EMPLOYMENT OF GROUP CAPITAL
Fixed asscis 4926 4495 3866 3545 9886 9103 8196 6903
Neat working capltal (Icss provisions) 274 597 809 S03 275 598 8149 90:4

5200 5092 4675 4448 1,013 9701 9006 7807

GROUP CAPITAL EMPLOYED

Sharcholders® funds 4940 4247 3657 3152 9871 8857 7988 6511
Loan capital - 550 740 740 1640 550 740 740 1640
Dividends T 216 186 160 14.0 216 186 160 140
Corpotation tax and ACT 304 270 26.6 287 304 27:0 266 287
Cash and investments {81-0) (351) (148 @7 (810) (352) (148) @11)
e 200 5092 4675 4448 31,0131 9701 9004 7807
- MET BORROWINGS -

" Cash at bank and in hand 149 9.0 44 48 149 90 444 48
Investments 66-1 261 104 723 661 262 104 723
Loans falling duc after more than
oncyear (55-0) (550) (550) (74:0) (850) (550) (550) (740
Loans falling duc within one year - {190) (19:0) (90:0) -  (190) (190) (900)

250 (389) (592) (869) 260- (388) (592) (869)

STATISTICS

Earnings per ordinacy shate 798p 693p 596p 3INIp 579p 456p 322p 167p
Dividends per ordinacy share 2485p 21.45p 1855p 1625p 24.85p 2145p 1855p '1625p
Return on capltal employed 25 7%  240% 23.6% 212% 108%  91%  83%  72%
Net debt/cquity - 92% 162% 27-6% - 4£49%  T4%  133%
Interestcover  (times) 368 205 113 54 29-0 150 73 33
Plvidend cover (times) 32 52 32 23 23 2:1 17 10

The 1991 profit and loss Information ls shown on a pro forma basls to be comparable with the three subscquent years.
“The pro forma adjustments to Intercst, tax and the current cost gearlng adjustment assume that Northern Electric plc's
revised capital structure had been in place for the whole of the financial year,

The calculation of earnlngs per share is on the Plnancial Reparting Standard Number 3 basts throughout and includes
izems previously descrlbed as extaordinary.
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SHAREHOLDER INFORMATION

Analysis of shareholdings at1June 1994

Number of sharcholders: 123,315

Shareholding range Sharehtides % $hures %
up to 999 57.13 16,84
1,000 - 9,999 2,40 5.59
10,000 - 99,999 0.31 10,58
100,000 - 999,999 0.14 39.31
1,000,000 and above 0.02 27.68
Total: 100.00 100.00
Catcgory of shareholder

(% of shares held)

D INDIVIBUALS D GOYERNMENT
D INSTITUTIONS

PINANCIAL CALENDAR

Bx.dividend date _ 18 July 1994
i Annual General Mecting - 4 August 1994

Qualifying date for final dividend 4 August 1994

Final dividend payable 4 October 1994

Announcement of interim results - 12 December 1994

Interim dividend payable March 1995

REPORTS ON AUDIO CASSETTE

To assist shareholders who may be visually handicapped, Northern Electric's annual and interim
reports will be availzble on audio cassette, Please contact the Company Secretary at the address
below, or ring 091 235 2405 if you would like to be registered for this free service,

REGULATORY ACCOUNTS

In accordance with the terms of its Public Electricity Supply Licence, the Company has prepared
regulatory accounts for the year ended 31 March 1994, Copies are available on request from the
Company Secretary, Northern Electric ple, Carliol House, Market Street, Newcastle upon Tyne
ME1 6NE,

Produced by Oliver and Company Limited = Newcastle upon Tyne an . Edinburgh
Typosshing by Werdwork ple
Printod in England by Brown Knight & Truscott 2
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