REPORT 0OF THE AUDITORS TO THE MEMBERS OF YORKSHIRE ELECTRICITY GROUP PLC

We have audited the accounts on pages 2 to 31 in accordance with Auditing
Standards.

In our opinion the accounts on pages 2 to 23, which have been prepared under
the current cost accounting principles as described in note 1, give, under
those principles, a true and fair view of the state of affairs of the Company
and of the Group at 31 March 1691 and of its profit and source and application
of funds for the year then ended and have been properly prepared in accordance
with the Companies Act 1985,

In our opinion the historical cost accounts on pages 24 to 31 give under the
historical cost convention, a true and fair view of the state of affairs of

the Company and of the Group at 31 March 1991 and of its profit and source and
application of funds for the year then ended.

dr’T;:;g1“9_<be~ .
Touche Ross & Co
Abbey House, 74 Mosley Street, Manchester MeD 2AT
1 July 1991

| COMPANKIES MOLSE
1330V 1981
M B -

T reaserms

IMDEF/AGD/NKH 1

\ - o SN
-, . A



GROUP CURRENT COST PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 1391

TURNOVER
COST OF SALES
GROSS PROFIT

Distribution costs
Administrative expenses

CURRENT COST OPERATING PROFIT
Income from investment in NGH plc

CURRENT COST PROFIT ON ORDINARY
ACTIVITIES BEFORE INTEREST AND TAXATION

Gearing adjustment
et interest (payable)/receivable

CURRENT COST PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION

Taxation

CURRENT COST PROFIT ON ORDINARY
ACTIVITIES AFTER TAXATION

Extraordinary items

CURRENT COST PROFIT FOR THE FINANCIAL YEAR

Dividands

CURRERT COST RETAINED PROFIT FOR THE YEAR

CURRENT COST EARNINGS PER ORDINARY SHARE
- ACTUAL
~ PRO FORMA
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See Note 2
Note 1990-91 198890
£m £m
3 1,242.5 1,258.1
893.3 969.8
34907 T 2883
162.7 143.1
102.5 80.7
384 84.0 54.5
5 12.8 -
96.8 54.5
3.4 -
b (3.7) 16.0
96.5 70.5
8 40.0 35.1
56.5 35.4
9 5.2 3.0
513 32.3
10 22.4 -
21 28.9 32.3
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CURRENT COST BALANCE SHEETS

Note
FIXED ASSETS
Tangible assets 12
Investments 13
CURRENT ASSETS
Stocks 14
Debtors 15

Money market investments
Cash at bank and in hand

CREDITORS (amounts falling due
within one year) 16

NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT

LIABILITIES
CREDITORS (amounts falling due

after more than one year) 16
PROVISIONS FOR LIABILITIES

AND CHARGES 17
NET ASSETS

CAPITAL AND RESERVES

Called up share capital i9
Current cost reserve 20
Profit and loss account 21

The accounts on pages 40 23, were approved by
ed on its behali by:-

1 July 1991 and were, £
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31 March™ 31 March 31 Mavch 3% March
19891 1990 1991 1890
£m £m £m £m
918,3 913.,7 817.7 913.7
116.4 0.0 118.4 2.0
1,034.7 913.7 1,036.1 a15.,7
18,2 18.4 18.2 18.4
268.6 231.0 270.7 232.3
80.6 46.0 76.3 41 .4
4.6 17.1 4.6 17.1
372.0 312.5 368.8 309.2
(259.1) (175.3) (259.0) (175.3)
i12.9 137.2 116.38 133.9
1,147.6 1,050.9 1,146.9 1,049.6
(126.0) - (126.90) -
(15.3) {11.8) (13.1) (10.6)
1,505.5 1,050, 1 i,607.8 l,ﬁ?ﬁ.ﬁ
1043.6 0.0 103.8 6.0
373.8 &861.3 873.8 861.3
29.0 177.8 30.3 177.7
1,006.3 71,6587 716078 1,039.0
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FOR THE YEAR

GROUP CURRENT COST STATEMENT OF SOURCE AND APPLICATION OF FUNDS
ENDED 31 MARCH 1991

SOURCE OF FUHDS

Current cost profit on ordinary
activities before taxation

Extraordinary {tems

Adjustments for items not involving
the movement of funds:

Depreciation

Cost of sales adjustment

Monetary working capital adjustment
Gearing adjustment

Provisions charged

Total funds generated from operations

Funds from other sources:
Capital contributions
Proceeds on disposal of fixed assets

Total Source of Funds

APPLICATION OF FUNDS
fixed asset expenditure
Taxation paid
Capital restructuring
Provisions applied

NET SOURCE/(APPLICATION) OF FUNDS

Represented by:
Increase/(decrease) in working capital:
Stocks, net of revaluation
Debtors
Creditors

Movement in net liquid funds:
Increase/(decrease) in cash balances
Increase in meney market investments
Increase in short term barrowings

Decrease in Electricity Counci) Funding Account
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1990-91

1989-90
£m

70.5
(3.0)
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3.3
21.2
(26.7)

1.5
46.0

(65.1)
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NOTES TO THE ACCOURTS

1 ACCOURTIRG POLICIES

Basis of preparation

The accounts have been prepared in accordance with statements of standard
Accounting practice issued by UK accountancy bodies, using current cost
accounting principles and conform with the Companies Act 1985. proyision is
made in the accounts for the effects of specific price changes on the
resources necessary to maintain the operating capability of the business.
They are the result of the consolidation of the accounts of the Company and
its subsidiaries.

Current_cost accounting

Current cost accounting, whilst not a system of accounting for general
inflation, allows for price changes specific to the business when reporting
assets employed and profits thereon. The current cost operating profit 1s
determined after allowing for the impact of price changes on the funds needed
to maintain net operating assets hut does not take into account the way in
which these assets are financed. The jmpact of price changes is veflected as

follows:-

(1) pepreciation is calculated on the basis of the gross current cost of

tangible fixed assets as distinct from their original historical cost.

(i) A cost of sales adjustment js made to allow for the impact of price
changes on stock consumed in the year.

{iii) A monetary working capital adjustment is charged againsi the year's
results to represent the amount of additional jnternally generate
£inance needed for monetary working capital as a result of changes in
the input prices of goods and services used and supplied by the Group.

(iv) A gearing adjustment, which reduces the effect of the current cost
adjustments i the profit and loss account as set out in {i) to (iii)
above. This adjustment takes account of the benefit to sharehoiders of

financing the business partly by net borrowings.

The cost of sales adjustment and the monetary working capital adjustment are
calculated princiga]]y using standard prices or by appiying appropriate

indicesdto historical cost. The componeat parts of indices are per:odical]y
reviewed.

Turnover
TJurnover represents the value of electricity consumption during the year,
which includes an astimate of the sales value of units supplied to customers

between the date of the last meter reading and the year ead and the invoice
value of other goods and services provided, axclusive of value added tax.

INGEF /AGD/NKH 5



ROTES TO THE ACCOUNTS (continued)

1 ACCOUNTING POLICIES (continued)

Under/over recovery of regulated income

Where there is an over recovery of supply or distribution business revenues
against the regulated maximum allowable amount, revenues are deferred
equivalent to the over recovered amount. The deferred amount is deducted from
turnover and included in creditors. Where there is an under recovery, no
anticipation of any potential future recovery is made.

Tangible fixed assets and depreciation

(i) Gross current cost

The gross current cost of fixed assets is derived by applying appropriate
indices to historical cost figures. These indices may be subject to
continuing revision as more information becomes available.

Certain land and buildings are professionally valued on 2 cyclical basis.
(ii) Depreciation

The charge for depreciation is calculated to write off assets over their

estimated useful lives. The lives of each major class of depreciable asset
are as follows:-

Years
Distribution assets ‘ 40
Depreciation is charged at
3% for 20 years followed by
2% for the remaining 20 years
Non-operaticnal assets
Buildings - freehold Up to 60
- leasehold Lower of lease period or remaining
economic Yife vp to 60 vears
Fixtures and equipment up to 10
Vehicles and mobile plant up to 10

Freehold land is not depreciated.

INDEF/AGD/NKH &



NOTES TO THE ACCOUNTS (continued)

1 ACCOUNTING POLICIES (continued)

Tangible fixed assets and depreciation (continued)

(iii)} Capital contributions

Capital contributions are credited to the profit and loss account over a 40
year period at a rate of 3% for the first 20 years followed by 2% for the
remaining 20 years. Contributions are indexed in line with the related
assets.

(iv) Disposals

The profit or loss on the disposal of tangible fixed assets is taken to the
profit and loss account as part of the depreciation charge.

(v) Property Clawback

Arrargements have been put in place to entitle HM Government to a propertion
of any property gain {above certain thresholds) accruing as a result of
disposals, or events treated as disposals for clawback purposes, occurring
after 31 March 1990 in relation to land in which the company had an interest
at that date {and, in certain circumstances, land in which the company
acquires an interest thereafter from other members of the electricity
industry) and any buildings on that land. These arrangements will last until
31 Marcn 2000.

A provision for clawback in respect of property disposals is made only to the
extent that it is probable that a liability will crystallise. Such a
Tiahility will crystallise when an actuai or deemed disposal occurs.

Investments

Investment income is included in the accounis of the year for which it is
receivabla. Fixed asset investments are stated at curreny replacement cost or
Directors® valuation. Current asset invesiments are stated at the iower of
current replacement cost and net realisable value.

Stacks

Stocks are valued at the lower of current replacement cost and net realisable
value. The valuation of work in progress is based on the current cost of
labour plus appropriate overheads and the current replacenent cost of
materials.

Research and Deve apment

Expenditure on research and development is written off to the profit and loss
account in the year in which it is incurred.

INDEF/AGD/NKH 7



NOTES TO THE ACCOUNTS (continued)

1 ACCOUNTING POLICIES (continued)

Deferred taxation

Deferred taxation arises in respect of items where there is a timing
difference between their treatment for accounting purposes and their treatment
for taxation purposes. Provision for deferred taxation, using the liability
method, is made to the extent that it is probable that a 1iability or asset
will crystallise in the foreseeable future.

Leases

RCnfad cosis uiider operating leases are charged to the profit and loss account
in equal annual amounts over the periods of the leases.

Pension costs

Contributions to the Electricity Supply Pension Scheme are charged to the
profit and ioss account so as to spread the cost of pensions over employees
working lives with the Group. The capital cost of ex gratia and supplementary
pensions is charged to the profit and loss account in the accounting periocd in
which they are granted.

2 COMPARATIVE FIGURES

Fundamental changes in the Group’s capital structure, comreercial and
contractual environment and regulatory system have taien place during the year
to 31 March 1991 and as a result the figures for the year ave not strictly
comparable to those for the year ended 31 March 1980.

The main changes which took place were:
(1) The New Electricity Market

On 31 March 1990 a new competitive market was established for
trading electricity between gemerators and suppliers.
Electricity is sold by generators and purchased by suppliers
through a pool. Competiticn was aiso introduced into the Supply
business, enabling Regienal Ilectricity Companies and
generators to corpeie to supply "mon-franchise™ custowers.

(43) Regulation
Since 31 March 1990 Yorkshire Electricity has been licensed
under the Electricity Act as the Public Electricity Supplier

for its authorised area. Imteme from the Distribution and
Supply businesses are governed by price contreis.

INDEF/AGD/NKH 8



NOTES TO THE ACCOUNTS (continued)

2

3

COMPARATIVE FIGURES (continued)

(iii)

(v}

Government Debenture

On 22 October 1990 Yorkshire Electricity issued to HM
Treasury a debenture in the amount of £189m (See Note 16)

National Grid Holding plc

With effect from 1 April 1990 the Company acquired 9.2%
of the ?rdinary shares of National Grid Holding plc. (See
Note 13).

Issue of Shares

On 20 November 1990 the authorised share capital of the Company
was increased from 50,000 ordinary shares of £l,to

300,000,000 ordinary shares of 50p each and one special rights
redeemabie preference share of £1. The redeemable preference
share and 207,164,000 ordinary shares were issued, credited as
fully paid, to the Secretary of State for Energy.

On 21 November 1990 the Secretary of State offered for sale
207,264,000 ordinary shares of 50p each. A1l the shares were
taken up and dealing commenced on the Stock Exchange in London
on 11 December 1990 (See Note 19).

TURNOVER, OPERATING PROFIT AND NET ASSETS

Turnover is all ia respect of sales to United Xingdom customers. Turnover,
operating profit and net dssets are attributable to the foliowing activities:-

Jurnover Operating Profit  Net Assets
31 March
1950-91 195p-91 1991
£m fm £m

Electricity
- Distribution 285.7 70.7 850.6
- 1st Tier Supply 1,1315.2 10.8 96.6
1,400.9 “Bl.6 —987.2
Other 160.3 2.4 126.8
1,501.2 Bi.0 1,074.0
Less: inter~activity sales {348.7) - -
non allocated Net Assets - - (67.5)
1,262.5 £4.0 1,005.5

Turnover in respect of the 1st Tier Supply busimess excludes revenues in
No adjusiment has been made
for the Distribution under-recovery which was broadly in line with the

excess of the regulated maximum allowed amount.

prospectus forecast.

INDEF/AGD/NKH 9



NOTES TQ THE ACCOUNTS (continued}

4 OPERATING PROFIT

The current cost operating profit is stated after charging:-

Employment costs (Note 7{a))

Depreciation (net of profit on disposais)
Hire of plant and machinery

Other operating lease rentals
Ratijonalisation costs

Auditors remuneration

5 INCOME FROM INVESTMENT IN NGH plc

Gross dividends receivable from the
National Grid Holding plc

6 NET INTEREST (PAYABLE)/RECEIVABLE

Interest payable:-

On bank loans, overdrafts and other
loans (wholly repayable within five
years)

Interest receivable

INDEF/AGD/NKH 10
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NOTES TO THE ACCOUNTS (continued)

7 DIRECTORS AND EMPLOYEES

{a) Employment costs

The aggregate remuneration of all employees

including the Directors of the Company, comprised:

Wages and salaries
Social security costs
Other pension costs

Less: charged as capital expenditure

Charged to the profit and loss account

(b) Average number of employees

(£ Rt AN
3D

fo—
™~
h)34
[52 Bt

E

The average number of employees, jncluding Directors, during

Managerial and higher executive
Technical and scientific
Administrative and sales
Industrial

Technical trainees and apprentices

(c) Directors® emoluments

The Directors’ emoluments were:-

Fees _
Remuneration as executives
Pension contributions

INDEF /AGD/NKH 11

1990-91
Number

51
821
2,717
3,415
122

7,126

1950-91
~ 2000

the year was:-

1989-90
Humber

1989-90
£000

28
124
15




NOTES 70 THE ACCOUNTS (continued)
7 DIRECTORS AND EMPLOYEES (continued)

The remuneration (including taxable benefits but excluding employer’s pension
contributions) of the Chairman who is also the highest paid Director, was
£183,571 (1989-90 £68,280). Other Directors received remuneration (including
taxabie benefits but excluding employer’s pension contributions) in the
ranges:-

1990-91 1989-90
Number Number
£ 0 - £ 5,000 - *11
£ 15,001 - £ 20,000 4 -
£ 55,001 - £ 60,000 - 1
£ 80,001 - £ 85,000 1 -
£ 85,001 - £ 90,000 1 -
£100,001 - £105,000 1 -
£135,001 - £140,000 1 -
* Includes ten who served for only part of the year.
8 TAX ON PROFIT ON ORDINARY ACTIVITIES
1690-91 1989-90
£m im
Taxation on profit for the year:
UK corporation tax at 34% (1989-90 35%) 38.8 35.1
Tax on franked investment income at 25% 3.2 -
42.0 35.1
Adjustment in respect of earlier years (2.0) -
40,0 35,1
9 EXTRAORDINARY ITEMS
195091 1989-90
im im
Privatisation costs 5.2 2.0
Costs relating to the winding up of
the Electricity Council - 1.0
5.2 3.0

INDEF/AGD/NKH 12
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NOTES TO THE ACCOUNTS (continued)

10 DIVIDENDS

1990-91 1989-90
£m £m

Proposed dividend of 10.81p per ordinary share
payable on 9 October 1991 22.4 -
B2 S ——

11 CURRENT COST EARNINGS PER ORDINARY SHARE

Actual earnings per share are based on 207,264,000 ordinary shares treated as
in issue throughout the year and earnings of £56.5m.

In view of the changes in the Group’s capital structure, commercial and
contractual environment and regulatory system which have taken place during
the year (as stated in Note 2} actual earnings per share is not a reliable
indicator of the future.

Pro forma earnings per ordinary share have been calculated by dividing pro
forma profit on ordinary activities after taxation of £49.5m by 207,264,000
ordinary shares in issue. Pro forma profit on ordinary activities after
taxation has been calculated by making adjustments to interest, gearing
adjustment and taxation, on the basis that the new capital structure had been
in place since 1 April 1990. The adjustments have been calculated on the same
basis and by applying the same assumptions as for the profit forecast included
in the prospectus. The effect of applying updated interest and tax rates to
the pro forma adjustments would not have been material. Pro forma earnings are
reconciled to actual earnings as follows:

£m

Profit on ordinary activities
after taxation (Actual earnings) 56.5
Interest adjustment {17.2)
Tax credit 6.0
Gearing adjustment 4.2
Pro forma earnings 8.3

Earnings per ordinary share have not been presented for 1989-90 as the Group
did not have ordinary shares in issue during the whole of that year and the

application of pro forma adjusiments to that period wouid, in the Directors?
view, be subjective and inappropriate.

INDEF/AGD/NKH 13



ROTES TO THE ACCOUNTS (continued)

12 TANGIBLE FIXED ASSETS

The Company’s tangible fixed assets comprises of:

Non
Operationa)l Deduct:
Land & CaEitaI
Distribution Buildings QOther Contributions Total
£m Em £m £m £m

Gross current cost
At 1 April 1990 2,773.3 44,2 84.7 (184.0; 2,718.2
Additions 53.4 7.8 14.4 (16.4 59.2
Disposals (45.8) - (2.0} 0.6 (47.2)
Adjustments arising
on revaluation 31.3 (3.2) 3.4 (2.7) 28.8
At 31 March 1991 2,812.2 48.8 100.5 (202.5) 2,759.0
Depreciation
At 1 April 1980 1,819.3 - 46.2 (61.0) 1,804.5
Disposals (45.5) - (2.0) 0.6 (46.9)
Charge for the year 56.4 1.1 11.9 (5.3) 64.1
Adjustments arising
on revaluation 19.7 (1.0) 1.8 (0.9) 19.6
At 31 March 1991 1,846.9 0.1 57.9 (66.8) 1,841.3
Net Book Amount
At 31 March 1991 862.3 48.7 42.6 (135.9) 917.7
At 3] March 1990 954.0 44.2 38.5 (123.0) 913.7

The Group’s tangible fixed assets also include capital expenditure incurred in
the year by newly formed subsidiary companies on plant and machinery of £0.6m
(1989~90 nil). There was no depreciation charged during the year.

The net book value of non-specialised non-operational buildings is based on
open market valuation for existing use. Valuations of all such properties
were carried out as at 31 March 1891 by Bernard Thorpe, Chartered Surveyors.

The historical cost value of fixed assets is shown in Note D.

INDEF/AGD/NKH 14



NOTES TO THE ACCOUNTS (continued)

12 TANGIBLE FIXED ASSETS {continued)

The net book amount of non-operational land and buildings comprises:-

Group & Company

31 March 31 March

1991 1990

£m £m

Freehold 42.5 38.4
Long leasehold 3.7 3.7
Short leasehold 2.5 2.1
48.7 44,2

Included in fixed assets at 31 March 1991 are assets in the course of
construction amounting to £14.6m {31 March 1990 £13.4m) and land valued at
£16.0m (31 March 1990 £17.3m) which is not depreciated.

13 FIXED ASSET INVESTMENTS

Grou Compan
31 Marc 31 March 31 March %1 March

1991 1920 1991 1990

im £ £m £m

National Grid Holding plc 116.4 - 116.4 -
Scarcroft Insurance tLtd - - 2.0 2.0
116.4 - 118.4 2.0

On 23 May 1990 the Company acquired, with effect from 1 April 1990, from the
Secretary of State for Energy, 4,600 ordimary shares of £1 each in National
Grid Holding ple {NGH). The issued share capital of NGH was 50,001 shares
divided into 50,000 ordinary shares of £1 each and one special rights
redeemable preference share of £1. On 31 October 1990 RGH restructured its
capital and a bonus issue was made of 799 shares for each one share held,
giving the Company a total of 36,800,000 ordinary shares now classified as 10p
shares. The National Grid Company plc (NGC) is 100% owned by XGH. NGH has no
other business. The Company's shareholding in NGH has been included in the
currentbgost balance sheet at Directors valuation based on the dividend
receivable.

A list of principal subsidiaries is jncluded on page .

INDEF/AGD/NKH 15
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HOTES TQ THE ACCOUNTS (continued)

14 STOCKS
Group and Company
31 March 31 March
1991 1990
£n £m
Raw materials and consumables 4.2 4.4
Work in pregress 3.8 4.9
Finished goods and goods for resale 10.2 9.6
18.2 18.4
15 DEBTORS
Group Company
31 March 31 March 31 March 31 March
1991 1990 1991 1990
im &m £m £m
Amounts falling due within
one years-
Trade debtors 121.9 104.0 171.9 104.0
Amounts owed by Group
undertakings - - 2.4 1.4
Credit sale instalments not
yet due 16.6 18.9 16.6 18.9
Other debtors 2.6 5.9 1.3 5.9
Prepayments and accrued income 6.9 9.2 6.9 9.1
Unbilled consumption 95.2 77.6 95.2 77.6
Dividends receivable 6.4 - 6.4 -
T2453% 2156 T 17 OB
Amounts falling due after
more than one year:-
ACT recoverable on proposed dividend 4.3 - 4.3 -
Credit sale instalments not
yet due 14.7 15.4 14.7 15.4

768.6 2310 2710.7 2323

INDEF/AGD/NKH 16



NOTES TO THE ACCOUNTS (continued)

16 CREDITORS

Group Company
31 March 31 March 31 March 31 March
1991 1990 1991 1990
£m tm £m £m
Creditors (amounts falling
due within one year)

payments received on account 11.4 8.1 11.4 8.1
Debenture loans 63.0 - 63.0 -
Short term Toans 8.5 - 9.5 -
purchase of electricity 42.0 92.5 42.0 92.5
Other trade creditors 12.6 13.5 12.6 13.5
Corporation tax 52.7 36.6 52.6 36.6
Taxation and social security 4.9 0.3 4.g 0.3
Other creditors 11.6 11.9 11.6 11.9
Accruals and deferred income 11.2 12.4 11.2 12.4
Over recovery of regulated income 17.8 - 17.8 -
Proposed dividend 22.4 - 22.4 -
259.1 175.3 259.0 175.3

Creditors (amounts falling due after

more than one year)

Debenture Toans 126.0 - 126.0 -
125.0 - 126.0 -

Pursuant to a divection given by the Secretary of State for Energy unger
Section 71 of the Electricity Act 1988, the Company has issued a debenture to
HM Treasury dated as of 22 Qctober 1990, acknowledging indebtedness in the
principal amount of £189m (the "Short-Term febt*) for which no proceeds were
received. The Short-Term Debt is repayable in tranches in 1991, 1993 and 1994
between 22 March and 20 April in the relevant year. The first such tranche is
of £63m (repaid on 20 April 1991), the second of £87m and the third of £3%m.
No interest is ﬁayable on the first tranche, interest accrues on the second
and third tranches at the rates of 12.875% and 12.626% per annum respectively
with effect from 30 September 1990 and is payable in arrears at six monthly
intervals or on repayment of the relevant tranche.

The newly created debt has been offset agaimst the Profit and loss Account in
the historical cost accounts. In the current cost accounts £177.7m of the
debt, equivalent to the balance on the Company Profit and Loss Account at 1
April 1980, has been offset against the Profit and Less Account. The balance
of £11.3m has been offset against the realised element of the Current Cost
Reserve.

TNDEF/AGD/NKH 17



NOTES T0 THE ACCOUNTS (continued)

16 CREDITORS (continued)

Loans outstanding at 3t March 1991 are repayable as

Within one year
Between one and two years
Between two and five years

Short term Toans are al}l re
varying hetween 12.6% and 13.8% per annum

follows: -
Group and Comp:
Short Term Debeuvure
Loans Loans
£€m £m
9.5 63.0
- 87.0
- 39.0
4.5 1856.0

payable by 31 December 1991 at interest rates

17 PROVISIONS FOR LIABILITIES AND CHARGES
Group Compan
Pensions Other Pensions Other
£m £m m £m
Balance at 1 April - 11.8 10.6
Utilised/paid in year - {9.7) - (5.4)
Provided in the year

- ordinary activities 2.6 5.2 2.6 4,1
- extraordinary activities - 5.2 - 5.2
Balance at 31 March 2.8 12.5 2.6 10.5

Included within provisions are costs ari
externally, accrued liability for holid
costs arisin

sing from ¢

INDEF/AGD/NKH 18

ay pay and estimated add
g from the case of Barber v Guardian Royal Exchange

iaims which are not insured
itional pension
{Niote 22).



HOTES TO_THE ACCOUNTS {continued)

18 DEFERRED TAXATION

Ho provision for deferred tax is required at 31 March 1991 (31 March 1996
Niig. Total potential deferred tax )iabilities, for which no provision has
been made, computed at the current rate of corporation tax of 33%

(1089-80 35%) are as follows:-

c Group &

GrouE ompan Comganﬁ

31 Marc 31 Marc 31 Marc

1991 1991 1990

S em £m m

Capital allowances in excess

of depreciation 122.5 122.5 125.0
Other timing differences (7.8) (7.1) (6.7)
114.7 115.4 118.3

pE————— pe————— et

Current cost revaluations do not provide an appropriate basis for the
provision of deferred taxation and, accordingly, no account has been taken of
any potential 1iability arising if disposals took place at current cost
valuations.

INDEF/AGD/NKH 18



NOTES 7O THE ACCOUNTS (continued)

19 CALLED UP SHARE CAPITAL
31 March 31 March

1991 1990
£m £m
Authorised:
50,000 ordinary shares of £1 each - 0.1
300,000,000 ordinary shares of 50p each 150.0
1 Special rights redeemable
preference share of £1 0.0 -
156.0 0.1
Allotted and fully paid:
2 ordinary shares of £1 each - 0.0
207,264,000 ordinary shares of 50p each 103.6 -
1 Special rights redeemable
preference share of £1 0.0 -
3.8 00
Allotted and partly paid:
50,000 ordinary shares of £1 each - 25p paid - G.0

] e

On 1 April 1990 the authorised share capital of the Company was £30,000
divided into 50,000 ordinary shares of {1 each. These were issued to the
Secretary of State for Energy. On 20 November 1950 following capital
restructurinig the authorised share capital was increased to 300,000,000
ordinary shares of 50p each and one special rights redeemable preference share
of £1. The redeemable preference share and 207,164,000 ordinary shares of 50p
were issued, credited as fully paid, to the Secretary of State for Energy.

On 21 Hovember 1990 the Secretary of State offered For sale 207,264,000
ordinary shares of 50p each. A1l the shares on offer were faken up and
dealiggs Iggthe shares commenced on the Stock Exchange in London on 11
Uecenber 0.

The newly created share capital has been offset against the realised element
of the Current Cost Reserve in the current cost accounts {Hote 20) and the
Profit and Loss Account in the historical cost accounts {Note H).

Emplovee Share Schemes

Under the arrangements put in place at the time of the Offer for Sale for
employees the number of participants and the number of share options under
each of the share schemes at 31 March 1991 wepe:

{2a) Sharesave Schems

Participants 3,727
Shares subject to options to purchase 7,162,187
Price per share £1.75
Period of option At the end of 5 years
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NOTES TO THE ACCOUNTS (continued)

19 CALLED UP SHARE CAPITAL (continued)

Employee Share Schemes (continued)

(b) Executive Option Scheme

Participants 36
Shaves subject to options to purchase 817,154
Price per share £2.87
Period of option 3-10 years

{c) Shares Held in Trust

Under the Free and Matching Offer the shares are held in trust for two years
(until December 1992) uniess the employee ceases employment on account of
injury, disability or redundancy or the employee reaches state pensionable
age,

At 31 March 1991 there were 988,442 shares held in trust.

20 CURRENT COST RESERVE

Group and Compan
31 March 31 March

1991 1990
fm tm
Balance at 1 Apri} 861.3 344.5
Issue of share capital (Note 19) (103.6; -
Issue of debentures {Notes 16 & 21) {11.3 -
Adjustments in the year:
Revaluation of net fixed assets 9.2 13.2
Revaluation of NGH 116.4 -
Cost of sales and stock revaluation (0.1) 0.1
Monetary working capita)l 5.4 3.5
Gearing {3.4) -
Balance at 31 March 8735 861.3
0f which: Realised 307.3 384.1
Unrealised 566.5 477.2

The realised element above represents the met cumulative total of the current
cost adjustments which have been passed through the profit and loss account.
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HOTES TO THE ACCOUNTS {zontinued)

21 PROFIT AND LOSS ACCOUNT

Grou Compan
31 March 1 March 31 March 31 March
1991 1990 1991 1890
£m £m £m tm
Balance at 1 April 177.8 153.0 177.7 153.0
Issue of debentures (Notes 16 & 20) (177.7) - (177.7) -
Retained profit for the year 28.9 32.4 30.3 32.3
Adjustments arising on capital
restructuring - (7.6) - (7.6)
Balance at 31 March 29.0 177.8 30.3 177.7

The current cost profit for the financial year dealt with in the accounts of
the Company was £52.7m (1989-90 £32.3m). As allowed by Section 230(1) of the
Companies Act 1985, the Company has not presented its own profit and loss
account. The Company’s current cost profit and loss account was approved by
the Board on 1 July 1991.

22 PENSION COMMITMENTS

Most of the Group’s employees are entitled to join the Electricity Supply
Pension Scheme which provides pension and other related benefits based on
final pensionable pay to employees throughout the Electricity Supply Industry.
The assets of the Scheme are held in a separate trustee administered fund.

The pension cost to the Group for the year was £15.7m (1989-90 £12.7m). The
Jatest actuarial valuation of the Group’s Section of the scheme was carried
out as at 31 March 1989. The attained age method was used for the valuation,
the principal actuarial assumptions adopted being an investment returi of 9%
per annum, salary increases (exclusive of merit awards) of 7% per annum,
pension increases of 5.5% per annum and equity dividend growth of 4.5% per
annum. On this actuarial basis, the actuarial value placed on the assets of
the Group’s section of the scheme represented 100% of the actuarial value of
the acecrued benefits allowing for future salary rises.

The market value of the assets of the Group’s share of the scheme at 31 March
1989 was £373m. Contributions payeble by the Group to the Scheme during the
year were £13.1m (1%39-90 £12.7ﬁ§.

The latest actuarial valuation was compieted prior to the European Court of
Justice’s decision in the case of Barber ¥ Guardian Royal Exchange, which
related to equality. The full effect of this decisien is still uncertain. An
estimate of the 1iability which may arise has been calcuiated and is being
charged to the profit and loss account over the average working lifetime of
existing members and is included within provisions.
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NOTES TO_THE ACCOUNTS (continued)

23 LEASE OBLIGATIONS

The Group has the following annual copmitments under operating leases for

equipment and vehicles which expire:-
Group and Compan
31 March 321 March

1991 1990

£m £r

Within one year 0.3 0.4
In the second to fifth

year inclusive 4.6 3.8

In more than Tive years 1.0 0.7

5.9 4.9

Operating lease rentals charged to the profit and loss account were:-

Land and buildings
Plant and machinery

| 3 25 &
| ¢ 22 &

24 CAPITAL AND OTHER COMMITMENTS AND CONTINGENT LIABILITIES

Capital expenditure authorised by the Board of Directors but not provided for
at 31 March 1991 amounted to £40.3m (31 March 1990 £72.3m) in respect of which
the Board of Directors has entered into contractual commitments of £5.2m (31
March 1990 £8.3m).

The Group has signed a turnkey contract of £30m with European Gas Turbine Co
Ltd in connection with the Brigg project. The contract is contingent upon
suitable financing being arranged. As part of the project, the Company has
guaranteed the performance by a subsidiary of a contract signed with British
Gas plc for the purchase of 137 million therms of gas per annun for 15 years.
The contract is valued at £375m.
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GROUP HISTORICAL COST PROFIT AND LOSS_ACCOUNT FOR THE YEAR ENDED 31 MARCH 1991

See Note 2
Note 1990-91 1988-90
£m £m
TURNOVER 3 1,242.5 1,258.1
COST QF SALES 893.2 969.8
GROSS PROFIT 349.3 288.3
Distribution costs 126.9 108.0
Administrative expenses 96.9 86.8
OPERATING PROFIT B&4 125.5 938
Income from investment in NGH plc 5 12.8 -
Net interest (payable}/receivable 6 (3.7) 16.0
PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION 134.6 109.5
Taxation 8 40.0 35.1
PROFIT ON ORDINARY
ACTIVITIES AFTER TAXATION 94.6 74.4
Extraordinary items 9 5.2 3.0
PROFIT FOR THE FINANCIAL YEAR 89.4 71.4
Dividends 10 22.4 -
RETAINED PROFIT FOR THE YEAR H 67.0 71.4
EARNINGS PER ORDIRARY SHARE C
- ACTUAL 45.6p -
~ PRC FORMA 40.2p -
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HISTORICAL COST BALANCE SHEETS

FIXED ASSETS
Tangible assets
investments

CURRENT ASSETS

Stocks

pehtors

Money market investments
cash at bank and in hand

CREDITORS (amounts falling
due within one year)

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

CREDITORS (amounts falling
due after more than
one year)

PROVISIONS FOR LIABILITIES
AND CHARGES

NET ASSETS

CAPITAL AND RESERVES
Called up share capital
Revaluaticn reserve
profit and 19SS account

The accounts on pages 24 1o

3 July 1991 and wer ysigne

=
Q
=&
)

|

mo

16

16

17

Chairman AN P s
] fll/,;,é’ 'h/;}/k‘; *Z: e o
Director A o <
///
' s
\wﬁf//
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Grou Compan
31 March gl March 31 Marc 31 Miggg
1 ¢

1991 1930 1991 kL
£m £m £m m
468.0 436.6 467.4 436.6
71.7 0.0 73.7 2.0
~539.7 436.0 t31.1  438.6
18.3 18.3 18.3 18.3
268.6 231.0 270.7 232.3
80.6 46.0 76.3 41.4
4.6 17.1 4.6 17.1
—37%71  312.4 —389.9 =~ 300.1
(259.1) (175.3)  (259.0) (175.3)
113.0 137.1 110.9  133.8
§52.7 573.7 652.0 572.4
(126.0) - (126.0) -
(15.1) {11.8) {13.1} (10.6)
“—%i{1.6  561.9 —5{7.9  5b61.8
103.8 0.0 103.6 0.0
71.7 - 71.7 -
336.3 561.9 337.6 561.8
E11.D 519 512.9 ~551.8

31 were approved by the Board of Directors on
on its behalf by:-




GROUP HISTORICAL COST STATEMENT OF SOURCE AND APPLICATION OF FUNDS FOR THE

YEAR ENDED 31 MARCH 1991

SQURCE OF FUNDS

Profit on ordinary activities before
taxation

Extraordinary items

Adjustments for items not involving
the movement of funds:

Depreciation

Provisions charged

Total funds generated from operations

Funds from other sources:
Capital Contributions
Proceeds on disposal of fixed assets

Total Source of Funds

APPLICATION OF FUNDS

Fixed asset expenditure

Taxation paid

Capital restructuring .
Provisions applied

NET SOURCE/(APPLICATION) OF FUNDS

Represented by:

Increase/ (decrease) in working capitai:
Stocks
Debtors
Creditors

Movement in net Yiguid funds:
Increase/(decrease) in cash balances
Increase in money market investments
Increase in short term borrouwings
Decrease in Electricity Council Fuading Account

INDEF/AGO/NKH 2

1990-91 1989-90
Em £m
134.6 109.5
(5.2) (3.0)
27.3 22.9
13.0 0.9
169.7 135.3
16.4 14.2
1.1 1.7
187.2 155.2
76.2 82.0
26.1 77.8
- 7.6

9.7 7.6
15.2 (19.8)
g.0 3.3
37.6 21.2
25.0 (26.7)
(12.5) 1.5
34.6 46.0
(9.5) -
- {65.1)
75.2 (19.8)




NOTES TO THE HISTORICAL COST ACCOUNTS

A ACCOUNT ING POLICIES

The historical cost accounts are prepared in accordance with the accounting

go}icies set out in Note 1 to the current cost accounts except as noted
elow:~

(i) The historical cost accounts do not inciude a cost of sales adjustment,
a monetary working capital adjustment, a depreciation adjustment or a gearing

adjustment.

(i1) Tangible fixed assets are stated at cost less amounts provided to write
off assets over their useful economic lives which are consistent with those
used for the current cost accounts.

(iii1) Fixed asset investments are stated at cost or valuation. Current asset
investments are stated at the lower of cost and net realisable value.

(iv) Stocks are valued at the lower of cost and net realisable value. The
valuation of work in progress is based on the cost of labour plus appropriate
overheads and the cost of materials.

B OPERATING PROFIT AND NET ASSETS
Qperating Profit Net Assets
31 March
1990-91 1991
fm £m
Electricity
- Distribution 107.4 403.1
- lst Tier Supply 14.2 96.6
iZ21.6 4997
Other 3.9 124.1
i25. §23.8
Less: non allocated Net Assets - (112.2)
125.5 511.6

Historical cost operating profit is reconciled to current cost operating

profit as follows:~
1990-91 1989-90

£m £

Historical cost operating profit 125.5 93.5
Less current cost adjustments:

- Depreciation 36.0 35.5

- Cost of sales 0.1 0.0

- Monetary working capital 5.4 3.5

Current cost operating profit 84.0 54.5

The depreciation adjustment is mainly included in Distribution Costs, the
Monetary working capital adjustment is included in Administration Expenses,
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NOTES TO THE HISTORICAL COST ACCOUNTS (continued)

C HISTORICAL COST EARNINGS PER ORDINARY SHARE

Actual earnings per share are based on 207,264,000 ordinary shares treated as
in issue througheut the year and earnings of £94.6m.

In view of the changes in the Group’s capital structure, commercial and
contractual environment and reguiatory system which have taken place during

the year (as stated in HNote 2) actual earnings per share is not a reliable
indicator of the future.

Pro forma earnings per ordinary share have been calculated by dividing pro
forma profit on ordinary activities after taxation of £83.4m by the ordinary
shares in issue. Pro forma profit on ordinary activities after taxation has
been calculated by making adjustments to interest and taxation on the basis
that the new capital structure had been in place since 1 April 1960, The
adjustments have been calculated on the same basis and by applying the same
assumptiens as for the profit forecast included in the prospectus. The effect
of applying updated interest and tax rates to the pro forma adjustments would
ot have been material. Pro forma earnings are reconciled to actual earnings

as fnllows:

£m

profit on ordinary activities
after taxation (Actual earnings) 94.6
Interest adjustment (17.2)
Tax credit 6.0
pro forma earnings 83.4

Earnings per ordirary share have not been presented for 1989-90 as the Group
did not have ordinary shares in jesue for the whole of that year and the
application of pro forma adjustments to that period would, in the Directors’
view, be subjective and inappropriate.
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NOTES TO THE HISTORICAL CiST ACCOUNTS {continued)

D TANGIBLE FIXED ASSETS
The Company’s tangible fixed assets comprises of:
Non
Operational Deduct ¢
Land & Capital
Distribution Buitdings Other Contributions Total
£m £m £m £m £m

Cost
At 1 April 1990 713.0 51.0 70.2 (108.3; 725.9
Additions 53.4 7.8 14.4 (16.4 59.2
Disposals (2.6) - (0.9) - (3.5)
At 31 March 1991 763.8 58.8 83.7 (128.7) 7815
Depreciation
At 1 April 1990 269.5 8.5 34.3 (23.0) 289.3
Disposais (2.6) - (0.9) - (3.5)
Charge for the year 19. 1.8 10.7 {3.2) 28.4
At 31 March 1991 286.0 10.3 43,1 (26.%2) 14,
Net book amount
At 31 March 1991 477.8 48.5 39.6 (98.5) 467.4
At 31 March 1990 443.5 42.5 35.9 (85.3) 436.6

The Group’s tangible fixed assets also include capital expenditure incurred in
the year by newly formed subsidiary companies on plant and machinery of £0.6tm
(1989-90 Ni1). No depreciation was charged during the year.
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NOTES TO THE ACCOUNTS (continued)

D TANGIBLE FIXED ASSETS (continued)
The net book amount of non-operational land and buildings comprises:-

Group & Company

31 March 31 March

1991 1990

£ £

Freehold 36.3 33.3
Long leasehold 8.5 8.3
Short leasehold 3.7 0.9
48,5 N

Inciuded jin {ixed assets at 31 March 1991 are assets in the course of
construction amounting to £14.5m (31 March 1990 £13.1m) and land valued at
£3.3m {31 March 1990 £3.1m) which is not depreciated.

E FIXED ASSET INVESTMENTS
Grou Compan
31 Marc 1 March 31 March 1 HMarch
1991 1990 1991 1990
National Grid Holding Plc 71.7 - 71.7 -
Scarcroft Insurance Ltd - - 2.0 2.0
71.7 - 73.7 2.0

The Company’s shareholding in NGH has been included in the historical cost
balance sheet at £71.7m as a Directors® valuation based on Lhe Company’s
share of NGC’s pro forma historical cost net asset value at 31 March 1990.

A 1ist of principal subsidiaries is included on page .

F STOCKS

Group and Company
31 March 31 March
1991 1990
tm £m
Raw materials and consumables 4,2 4.4
Work in progress 3.8 4.4
Finished goods and goods for resale 10.3 9.5
18.3 18.3
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NOTES TO THE ACCOUNTS (contipued)

& REVALUATION SESERVE

gslance at 1 April 1990
novalnation of NGH

palance at 31 March 1991

H PROFIT AND LOSS ACCOUNT

Balance at 1 April

Issue of share capital (Note 19)

Issue of debentures (Note 16)

Adjustments arising on capital restructuring
Retained profit for the year

Balance at 31 March
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31 March
1991
m

561.9
(103.6)
(189.0)

67.0

336.3
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DIRECTORS® REPORT

The Directors have pleasure in presenting their Report and Accounts for the
year ended 31 March 1991,

PRINCIPAL ACTIVITIES

The principal activitijes of the Company are the distribution and supply of
electricity to industrial, commercial and domestic customers, appliance
retailing, electrical contracting, largely in the geographical area defined in
the Pubiic Electricity Supply Licence.

A review of the business of the Company during the financial year, its
position at the end of that year and its outlook for the future are given in

the Chairman’s Statement and in the Review of Operations.

- RESULTS FOR THE YEAR AND DIVIDENDS

Profit before taxation and extraordinary items was £86.5m 1in current cost
(CCA) terms, (£134.6m in historical cost (HCA) terms) which compares with the
Prospectus forecast of £72.3m CCA (£115.6m HCA).

In 1ine with the prospectus forecasts the Company did not pay an interim
dividend and the Directors recommend a final dividend of 10.81p per share
which, with the related tax c¢redit at basic rate, represents a gross
distribution of 14.41p per share. After charging the dividend it is proposed
to transfer £28.9m CCA (£67.0m HCA) to reserves.

SHARE CAPITAL

On 1 April 1990 the authorised share capital of the Company was £50,000
divided into 50,000 ordinary shares of £1 each. These were issued to the
Secretary of State for Energy. On 20 November 1990, Tollowing capital
restructuring, the authorised share capital was increased to 300,000,000
ordinary shares of 50p each and one Special Rights Redeemable Preference Share
of £1. The Redeemable Preference Share and 207,164,000 ordinary shares of 50p
were issued to the Secretary of State for Inergy.
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On 21 November 1990 the Secretary of State offered for sale 207,264,000
ordinary shares of 50p each. A1l the shares on offer were taken up and
dealings in the shares commenced on the Stock Exchange in London on
11 December 1990.

As at 1 July 1991 the Company had been informed that Prudential Portfolio
Managers Limited had an interest in 3.42% of the ordinary share capital of the
Company.

DIRECTORS

The Directors of the Company at 31 March 1951 were:-

Dr J Porteous Chairman and Chief Executive
Mr J S Tysoe Group Managing Director
. Mr J M Chatwin Group Commercial Director
Mr A W J Coleman Group Financial Director
Mr G J Hall Group Executive Director
Mr O B Clark )
Lady Eccles of MouTton) Non-Executive Directors
Mr J N Hardman )
Mr J A Rigg )

A1l the Directors above served throughout the year.

The Secretary of State for Energy was a shadow director from 1 April 1990
until 11 December 1990.

Mr D Wilebore was anpointed a Group Executive Director from 1 June 1991 with
responsibility fee the Energy Supply Divisien.

GIRECTORS® INTERESTS IN COMTRACTS

The Board is not aware of any contract of significance (other than service
contvacts) in relation to the Company or its subsidiaries in which any
pDirector has or has had a material interest. Service contracts are held by
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Dr J Porteous, Mr g s Tysoe, Mr J M Chatwin, Mpr A W J Coleman, Mr G J Halj and
Mr D Wilehore, Each of these service contracts is terminable by the Company
on 36 months’ notjce except for Dr Porteous? current contract which has 6
months remaining.

DIRECTORS® SHARE INTERESTS

On 1 April 1990, none of the Directors had any interest in the share capital
of the Company or its subsidiaries. The interests of the Directors shown in
the registep maintained under the provisions of the Companies Act 1985 as at
31 March 1991 are set out below:-

Beneficial Holdings Share Options
Ordinary Shares Executive Sharesave
Option Scheme Scheme
Dr J Porteous 7,140 119,190 5,100
Mr J S Tysoe 7,423 87,954 5,100
Mr J M Chatwin 7,128 52,457 5,100
Mr AW J Coleman 7,122 61,957 5,100
Mr G J Halj 7,426 52,3505 5,100
Mr D B Clark 300
Mr 3 N Hardman 250

The Secretary of State for Energy, who ceased to be a shadow Director on
11 December 1990, is the beneficial holder of the Special Rights Redeemable
Preference Share.
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FIXED ASSETS

Changes in the fixed assets of the Company during the year are shown in
nete 12 on page 22 of the Accounts.

The Directors are of the opinion that the pr2sent market value of the
Company’s properties does not differ materially from the amounis at which they
are stated in the current cost accounts.

ACQUISITIONS

On 8 January 1991 the Company, acting through its subsidiary Yorkshire
Electric Power Limited, acquired the Berisford Bristar share in Regional Power
Generators Limited. Regional Power Generators Linited became a wholly-owned
subsidiary from this date.

CHARITABLE 4ND POLITICAL DONATIONS

Charitable donations paid during the year amounted to £101,362. HNo political
donations were made by the Company or its subsidiaries.

CLOSE COMPANY STATUS

The close company provisions of the Income and Corporation Taxes Act 1988 do
not apply to the Company.

EMPLOYEES

Employment policies provide equal opportunity, irrespective of sex, religion,
race or marital status. Applications by persons with disabilities are given
full and fair consideration and, wherever practicable, provision is made for
their special needs. The same criteria for training and promotion apply to
persons with disabilities as to any other employee. IT empioyees become
disabied, every effort is made to ensure their continued empioyment.
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EMPLOYEE CONSULTATION

The Company places considerable value on the involvement of its employees and
has continued its previous practice of keeping them informed on matters
affecting them as employees and on the various factors affecting the
performance of the Company. This is achieved through formal and informal
meetings, team briefings and the Company newspaper. Employee representatives
are consulted regularly on a wide range of matters affecting the current and
future interests of our employees.

SHARE OPTION SCHEMES

Information on share options granted to employees is given in Note 19 on
page 24.

HEALTH AND SAFETY AT WORK

The Company promotes all aspects of safety throughcut the Group in the
interests of employees, customers and the public at large.

QUEENS BIRTHDAY AND NEW YEARS HONOURS

The Directors have pleasure in noting the appointment of Hr M N Eggleton,
Group Technical and Safety Adviser, as an Officer of the Most fxcellent Order
of the British Empire in the 1990 Birthday Honours and the award of the
British Empire Medal in the 1991 New Years Hopours to Mr R Sunley, Foreman,
Energy Supply Division, Humber and Wolds.

AUDITORS
Spicer & Oppenheim merged their practice with Touche Ross & Co on 20 August
1990 and now practise in the nan2 of Touche Ross & Co. Accordingly, they have

signed their audit report in their new name. A vesolution to re-appoint
Touche Ross & Co as auditors will be proposed at the Annual General Meeting.
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ANNUAL_GENERAL MEETING

Full details of the Annual General Meeting to be held on Monday 16 September
1991 and explanations of the resolutions appear in the separate Notice of
Anrual General Meeting enclosed with this Report.

DIRECTORS AND OFFICERS LIABILITY INSURANCE

During the year ODirectors’ and Officers’ tiability insurance cover was in
force.

By Order of the Board

> e

ROGER DICKINSON
Company Secretary

Yorkshire Electricity Group plc
Wetherby Road

Scarcroft

LEEDS

LS14 3HS

Registered in England No 2366995
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