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Data and Telecoms
Direct and indirect switched
voice services

Freephone and advanced
number translation services

Leased lines and capacity services
Frame relay and ATM
data services

internet

Dial-up, ADSL,

leased line and wholesale
Internet access

Web hosting

Media streaming
E-commerce

Web design and consultancy
Lontoct Centres

insourced and outsourced
contact centres

Consultancy and
systems integration

Order fulfilment

Automated call handling
and distribution of premium
rate content




- With a networ

stretching from Scotland
to the South of England

| Thus is a nationwide
provider of advanced
telecommunications and
data services to corporate
and SME markets.
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Chairmon's Review

Qur prior year of operation and first full year as a public
company was marked by an historically unusual market
during which the Nasdaq and the Techmark reached all
time highs. Worldwide, telecommunications and technology
stocks began to trade at unredlistic multiples. By the
second half the market was overdue for o readjustment
and typically, the market tends to overcorrect in

these situations.

We saw Thus's share price grow rapidly to 844.5p

(6 March 2000); the trigger for a brief entry into the FTSE
100, and more recently, we have seen it reach what seem
to be unrealistic lows. In addition to the sector decline,
we have been affected by two specific factors. Interactive
Services, a consumer division already earmarked for
disposal, experienced a faster than expected downturn in
revenues. Secondly, our consumer Internet base declined
in fine with expectations as ‘free’ Internet Service Providers
(ISPs) swamped the market. The subsequent decline of
these operators has confirmed our belief that the free ISP
model is unsustainable.

In spite of the distractions we continued to concentrate

on our strategy to address business markets. Our full year
turnover grew 8% to £233.8 million, but within this we
saw a strong acceleration in second half performance as
we began to benefit from the scale effects of large, national
business contracts and tighter control of costs. Second half
sales grew 25% to £129.9 million over the first half and
our loss before interest, tax, depreciation and amortisation
was reduced from £17.3 million to £4.1 million. Given
our focus on the business market, | am particularly
encouraged by the 31% year on year growth in business
service sales. At £160.1 million, these sales represented
68% of our total turnover compared with 56% in the

prior year.

Sadly, during the year Jonathan Solomon died suddenly.
He was an important Non-executive member of the Board
and will be sadly missed. Also, as briefly reported last
year, Lord Mackay left the Board due to his appointment
as a High Court Judge in Scofland and additionally Gerard
McAloon left the Company and Board. The underlying
strength of the Company has allowed us to find highly
experienced replacements and to further enhance the

Thus Board.

Joining us in an executive capacity are John Maguire,
Chief Financial Officer and Jim Reid, Executive Director,
Sales and Markefing. John's extensive financicl and
international telecommunications experience, latterly as
Vice President {Finance) for Cable & Wireless Global
(Japan & Asia), is already proving invaluable. Jim is

a highly experienced business development professional
whose experience with some of the UK’s largest companies
will ensure we concentrate our efforts on o national market.

In a non-executive capacity we have been joined by

Jo Connell, Group Managing Director at Xansa ple,

Roy Brown, President of Unilever’s European Foods and
Beverages division and Michael de Kare-Silver, Head of
e-Business Development Services at PA Consulting Group.
All three bring valuable, high level experience to the
Thus Board. My resignation from the Thus Board was
announced following my appointment as Chief Executive
of ScottishPower. As a consequence David Nish,
ScottishPower's Finance Director, will be appointed a
Non-executive Director and Charles Berry tokes over
from me as Chairman from 23rd May. | know that both
David and Charles share my enthusiasm for Thus. | now
feel confident we have the right mix of experience and
independence to take the Company forward.

Throughout the period we continued to integrate our
business divisions, reinforce the core management team and
build our network. The concentration on sirong management
and solid infrastructure will ensure we maintain our
reputation for innovation and quality. Demon Internet has
received three quality awards during the year and was
most recently nominated the best ISP overdll in the June
edition of ‘The Net' magazine. Our felecommunications
and data services led the competition in every category

in a survey conducted by Morgan Stanley Dean Witter.

We now lock forward to a more selfled year. Our primary
infrastructure is complete, we are leading the indusiry in
the delivery of service quality, the implementation of
innovative new services and perhaps most importantly,
our employees have a reputation for listening to, and
delivering what customers want.

Though the market turbulence may continue for a period,
our balance sheet is healthy and we are well positioned for
growth. A great deal has been achieved during the year -
a festament to our employees. | would like to thank them
for all their efforts during the period. Thus has the platform
to generate long-term growth and I’'m confident that our
shareholders will reap the benefits in the years to come.

lan Russel!
Chairman

.00 leading the industry in the delivery
of service quality...
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Ohied Bxocstives Statement

This year marked our successful transition from a regional
to a national company. More importantly, as we expanded
our network coverage throughout the UK, we built on

our successful leadership strategy for quality and service
innovation in the UK data and telecommunications market.
Our aspiration to build an advanced service capability to
deliver reliable, innovative solutions to business customers
throughout the UK has been realised.

Last year was our final year of UK network build and
geographic expansion. This is our year for leveraging our
network assets and operaling efficiency to accelerate

our sales growth.

Qur three primary business divisions have been successfully
infegrated into @ single company with a single vision.
Our national network is complete, and our advanced
services programme remains on track to deliver value this
year. We've made arrangements for the disposal of our
consumer facing non-core assets, giving us a sharper
focus on our target market for UK corporates and small
and medium sized enferprises. We stepped up a gear in
the second half of last year, a pace we intend to maintain
as we build momentum from our UK-wide sales force
and channel partners.

Our fusion of Internet, telecommunications and contact
centre services addresses a real business need. At the

top of the market our blue chip corporate customers have
already demonstrated @ need for seamless integrated
services to meet specific requirements. Our capability to
innovate and package our portfolio of services - from
hosting, Internet access, telecommunication and contact
centre support — was manifest in our support of the world's
first television based WAP service (available on SkyDigital).
Not all our customers require complex application of
services, but all value our willingness to take time to fully
understand their business requirements. We give them
access to the skilled individuals within our company who
can translate today’s leading edge technology into real
business benefits.

The core of our business today is the supply of well-proven
telecommunications, Internet and contact centre services.
These services are most in demand. But even our smallest
customers need to know that as their business needs grow,
we can continue to respond swiffly to deliver innovative
solutions that may require the integration of two or more
of our core services. Most of all, they need confidence we
can deliver those services reliably and back them up with
industry leading service. Our unique ability to integrate
services and deliver bespoke solutions to our customers -
large or small - is one of the characteristics that sets us
apart from the competition. This is our first key
differentiating strength.

04 Thus

The importance of customer service in our highly
competitive industry cannot be underestimated. This is
why | have not been prepared to compromise on quality
in any part of our business. The awards and recognition
we have won for service quality over the past year are
evidence of our commitment o deliver long-term competitive
advantage. Customer service and responsiveness backed
by end-to-end quality is our second key differentiator.

Our sales force is now equipped to sell a wide portolio
of services. Over the year we introduced nine new services
to the market. We also improved our training and
development with the implementation of a sales academy
to train our sales force in our new and expanding product
portfolio, and keep them abreast of technology and service
developments. Our service portfolio compares favourably
to our competitors, Importantly, our capability to develop
and launch the next generation of broadband data and
Internet protocol based services positions us strongly for
future growth. Service development and innovation is

our third key differentiating characteristic.

During the year we reinforced our management team and
capability as o UK-wide service provider. Through highly
targeted marketing we are creating greater awareness of
our brand and services to build top line growth. But our
network coverage, points of presence, and business focus,
also enabled us to rationalise our support functions and
processes to generate operating efficiencies that will
benefit our bottom line performance.

Qur foundations are strong and in place. With national
coverage, o-broad product range, service innovation
and qudlity leadership, we are strongly positioned

to fulfil our promise in the UK market. These qualities
attract customers and high calibre individuals to our flag.
Our employees commitment, energy and enthusiasm for
our vision is our enduring strength. These are the factors
that provide us with confidence that the execution of our
strategy will deliver long-term sustainable growth in the
years ahead. My thanks go to the many employees within
our Company who worked so tirelessly throughout the
year to position us for that growth. Service integration.
tnnovation. Quality leadership. Thus.

il Allan

Chief Executive

.o« r@sponsiveness backed by
end-to-end quality ...




S

.

S
e

Uiy

St ahe i







Operating Review

The year was dominated by the transifion of Thus from

a regional to national operator, reinforcing the focus

on business markets where the greatest opportunities for
growth lie. The primary thrust of activity has been in the
completion of our national network, the integration of our
three service areas and most importantly in the development
of a sales and marketing division capable of maximising
the opportunities we now have.

This time of change has coincided with a transitional
period within the entire industry, parficularly for those
companies addressing IP markets. The ‘hype’ surrounding
all things Internet has largely dissolved and a greater
degree of clarity exists for both customers and suppliers.
We believe customers, who were once wholly confused
by the proliferation of service providers, are now seeking
relationships with companies with o track record, solid
infrastructure, and a reputation for quality. As a customer
focussed and service driven company Thus is now
positioned o address this market with products that not
only meet existing needs, but which have been designed
with future requirements in mind.

New Business
Over the past twelve months we have atracted significant
new business, from both blue chip corporates and SMEs.

The expansion of the network and the development of new
capabilities has allowed us to expand the service we provide
to many existing customers and given us the capacity to
bid for and win confracts previously out of reach.

.o track record, solid infrastructure,
and a reputatien for quality ...

Important new contracts have included:

» network, access, Internet and support services
for Sky Interactive

e wholesale switched voice services for BYL

o high speed data services for London Metropolitan
Network ~ a partnership linking 100 of London's
leading educational establishments

o voice services for Torex plc — a contract which has
recently been extended nationwide

o contact centre support for bootsphoto.com,
Wincanton Logistics and London Electricity

» voice, data, contact centre and Internet services for
Infelligent Finance.com (a division of Halifax PLC)

» streaming web content for Channel 4's Big Brother
* voice services for GE Capital

¢ voice and data services for West of Scotland Water;

Gl‘ld

e virtual Internet services for the British Fax Directory.

Many of these contracts are both innovative and combine
a number of services from our expanding portfolio. Along
with our unparalleled reputation for service and reliability,
these are the qualities that set Thus apart. The growth

in our customers is reflected in our reporting segments

as follows.

Data and Telecoms

Network traffic excluding Internet dial-up increased
substantially over the period - total outgoing minutes grew
by 136% to 1,292 million, while incoming minutes totalled
461 million, an increase of 9.6%.

Directly connected business customers taking switched
voice services grew by 14.5% to 442, Those business
customers now average 50.4 lines, an increase of 5.7% -
a demonstration both of the customers’ own growth, and
our ability to strengthen the relationship through quality
and reliability. Similarly, with indirect accounts, customer
numbers grew to 3,404, up 57%.
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Internet

The confusion and subsequent ‘shake-out’ in the market is
well illustrated by our Demon UK dial-up business. As we
said in our prospectus we expected to ‘churn’ our light

residential users as we changed focus to business markets.

That situation is reflected in a decline in the subscriber
base during the period from 207,058 to 168,718. The
decline incorporates a subscriber reconciliation of 15,000
in quarter one after the implementation of a new billing
plaform. Average monthly usage per customer increased
from 20.4 hours to 32.3 reflecting Demon’s current base
of high quality business users. The reinforced focus on the
business market is reflected in o 37.1% growth in business
subscribers during the year.

Total ingress minutes for the termination of dial-up Internet
calls increased from 3.38 billion to 3.71 billion of which
56.8% were terminated on the Thus network compared
with 47 5% last year. A further increase will soon be
apparent as we finalise the migration of traffic o our

own network after the completion of the final stages of
our national network.

The fundamental changes in the Internet market are
rapidly changing the traditional measures of success.
Increasingly the key drivers are revenue from dedicated
business access and value added hosting services, rather
than ingress minutes and total subscriber numbers.

Dedicated, Internet leased lines provided to our customers
increased from 1,136 to 1,731. In addition, we are

now providing wholesale Internet access to four corporate
customers who in turn serve approximately 243,000
individuals and businesses.

We maintain a position of strength in shared server,
commercial web hosting where total customers rose 29%
to 19,951 over the period.

08 Ths

Contact Centre Services

Our contact centre customers are now served by a total of
802 agents operating from three sites including our new
Citypoint, Glasgow site opened in November this year,
providing approximately 500 seats and already serving
bootsphoto.com and Sega.

As well as providing indusiry feading stand-alone services
this division allows Thus fo provide a truly comprehensive
service to our target market, and numerous cross marketing
opportunities. Although contact centre services is a
competitive market in which sales contracted in the first
half, our focus on the premium end of the market, and
investment in new technologies, led to a recovery in the
second half. We intend to concentrate during the year

on building our base of high value, high quality customers
to build a sustainable platform and develop relationships
that can be exploited elsewhere in the business.

Interactive

Qur Interactive services division provides information and
competition services to the consumer market. It performed
poorly during the year, masking underlying growth in the
rest of the business and diverting management attention,
In line with our strategy to focus wholly on business markets
we have commenced negotiations with several interested
parties for the disposal of this consumer division.

Market Growth

Completion of the geographic expansion of our national
network marks, what we believe, is the fastest ever provision
of a national network and advanced services platform

in UK telecommunications history. We have increased

the fibre length of the network by 100% to 5,779 km,
expanded our points of presence from 88 to 106, taking
service to 20 key business centres across the country, and
increased our mefropolitan area networks to 15 from 8.
Our fradifional Scottish and London base has expanded
to include major commercial centres throughout the UK
including Liverpool, Chester, Manchester, Warrington,
Newcasfle, Birmingham, Gloucester, Bristol, Reading,

Swindon, Leeds and Middlesbrough.

In a customer led initiative Thus is moving away from
centrally located hosting facilities. Demand for web hosting
will now be met primarily with equipment co-located
within 30 buildings housing our points of presence around
the UK, giving customers added visibility and access to
local hosted facilities on the same secure city ring.

... building our base of high value,
high quality customers ...
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We have recently commenced a programme to upgrade
our contact centre capability to enable us fo successfully
integrate the management of incoming contacts, whether
that be via fixed or mobile telephone, email, fax, or letter.
The third generation mulki-skilled environment we are
creating is designed to improve agent productivity, a key
driver in this area of the business. bootsphoto.com is the
first of our customers using these facilities and we are
confident of securing further contracts now under discussion.

The reputation Thus has established for quality and
reliability is due entirely to the quality of our individual
employees and their ability to focus directly on customer
requirements. We are continuing fo affract and refain the
right people to reinforce both our network reliability and
customer response, but with a national network now in
place, and a broader range of products, we have turned
our attention to sales and marketing.

We are growing our sales team to approximately 250,
with strong representation in England and Scofland, and
have launched a training academy to equip all our
account managers with the skills to sell across the full
service portfolio.

Our focus on capturing growth and improving productivity
has been enhanced with a corporate sales force now
organised along geographic lines, supplemented by
specialist, sector specific, feams operating across the UK.
The sales force is now incentivised through a modified
remuneration package designed to deliver higher margin
revenues in the coming year. Complementing the corporate
sales force are 200 channel partners, the majority recruited
in the second half of the past year, now offering Thus
products and services.

As a relatively new entrant fo national markets Thus needs
to build recognition both of the Company and our products.
A new marketing compaign for 2002 is designed to:

e communicate Thus's core competencies to the
market and provide a point of differentiation from
the competition

¢ build o greater understanding of the Thus brand
amongst the target audience

« generate leads; and

¢ communicate the full range and extent of the
Thus portfolio.

International

To gear up for increasing volumes, we have upgraded

our Internet transit and peering capabilities. To enhance
quality and resilience, we have added a third STM1 link
to the US and extended our network to an additional three,
key US Internet Exchange points — Mae East, Mae West
and Ameritech - giving our Internet services full East/ West
US connectivity. The international network both to the US
and to Europe via Demon Netherlands, coupled with our
peering agreements worldwide maintains our position

as a tier 1 ISP in this competitive international network.

Product Development

In our last Annual Report we highlighted a number of
products earmarked for active development during the
year and designed to broaden the portfolic to ensure

we remain fexible and innovative in our approach to the
market. During the year we launched nine new products
all of which have drawn new customers to the network.

Initial trials of ADSL services were highly successful
resulting in significant customer demand but our efforts to
capitalise on that demand have been frustrated by the lack
of available installations allocated by BT. Though the 1,226
ADSL connections are important in themselves we have
increasing evidence that this access technology also draws
customers to other services in our portfolio.

Our ADSL services are sourced wholesale from BT and
though the opportunity does exist to offer ADSL direct, via
co-location of our equipment in BT exchanges, we are not
currently pursuing this option. Due to a lack of available
information, we are unable to assess the economic
implications and will not be in a position to guarantee
our normal high service levels.

WAP services, both content and hosting, were launched

in the second half of the year. As well as providing Demon
subscribers with access to email and content via their
mobile phones, Thus has enabled the world's largest WAP
user base by working with Sky Interactive to WAP enable
the SkyDigital digital satellite television service.

In October, we announced the launch of Demon
Premier Connect and Demon Premier Connect Plus,
fixed subscription dial-up access services, which when
combined with BT Surftime, can provide our customers
with unlimited and unmetered Internet access. These
services are attractive to small businesses that require
reliability and a fixed cost, but who do not yet need

a broadband connection.

..« focus on capturing growth and
improving productivity...




Thus and the speed with which it
up and running was outstanding.”

Chris Short, Bazal - Big Brafhgr‘ﬁr@duiﬁaﬁ. :




Channel 4's Big Brother series highlighted the power of
video streaming over the Internet. The production company
came to Thus to host 10,000 concurrent video streams.
Since then Thus has streamed live and pre-recorded video
for the BBC's dotcom series ‘Attachments” and made
streaming facilities available for all internet customers.

Already one of the UK's largest web hosts Thus expanded
the services offered, in February, with Demon Server
Hosfing. The service offers customers a dedicated server
that can be administered remotely and is cimed at SMEs
that have outgrown services provided by virtual hosting,
and corporate customers locking for a stable, reliable and
robust platform for hosting their intranets and extranets.
Web design agencies that want to offer their own
customers o full service of design and hosting, as well as
small I1SPs will also be able to take advantage of Demon
Server Hosting.

With SMEs particularly in mind we have launched Demon
PowerTrader, an e-commerce product that allows even
inexperienced users fo start trading on-line within hours.
PowerTrader allows the customer to build o template driven
on-line presence and can accept payment electronically,
track stock, build sales and analysis reports and calculate
taxes automatically.

The third quarter was marked by our launch of Managed
Customer Premise Equipment (CPE). Managed CPE enables
SMEs and large corporates to pass responsibility for the
installation, configuration, monitoring and management
of routing equipment fo Thus. Future development will

see CPE used in conjunction with new IP services such

as IP virtual private networks and ‘voice over data’ which
continue to be developed. The launch timetable for these
pure IP services is largely dependent on third party
development of interface equipment by manufacturers.
Over the course of the next twelve months our prime focus
will be on the further development and consolidation

of the existing services in each of our markets.

Environment and Community

Thus operates in both physical and digital worlds and we

are mindful of cur responsibilities in both. We continue to

be involved in a number of projects where we can use our
experience to directly benefit the communities in which

we operate.

o for the third time, Thus helped the Comic Refief
campaign by providing competition lines and a contact
centre — helping to raise record sums of money for
disadvantaged individuals and groups worldwide

o waorking closely with the Aport Consultancy, Thus has
developed a partnership to assist blind and partially
sighted people to access the Internet through o
telephone help-line. The help-line also gives advice
on how to use specialist IT packages or ‘access
technology’, and answers general Internet queries

e Thus is involved in a number of initiatives designed
to educate parents and teachers about the best way
to protect children from harmful content on the Internet
and to reduce the prevalence of illegal material.
Thus currently provides 10% of the Internet Watch
Foundation’s annual budget. At @ higher level Thus is
cooperating fully with Home Office and Scotland Yard
representatives to identify illegal use of the Internet; and

o Thus provides a free helpline to support the
Scottish Executive Crime Prevention Unit's Domestic
Abuse Campuign.

We recognise that our operations may have an impact

on the environment and aim to meet, or better, relevant
legislative and regulatory environmental requirements and
codes of practice. Qur priorities for the forthcoming year
are to seek improvements in energy management, to build
on current initictives, fo reduce the impact from business
travel and to review our procedures for waste management.

soThus hos enabled the world’s
largest WAP user base ...
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The results for the year ended 31 March 2001 demonstrate
a strong acceleration in performance in the second half

of the year as the Company's transition from a regiondl to
a national, business focused data and telecommunications
services provider began to take effect with larger scale
business contracts, driving faster revenue growth and tighter
control of operating costs reducing losses.

Full year sales were £233.8 million, up 8% on the
previous year. Within this, second half sales grew by

25% to £129.9 million compared with the first half

and by 12% year on year. Excluding the ScottishPower
faciliies management contract, full year sales grew 10%
to £209.8 million, with second half sales up 26% to
£117.1 million over the first half and up 18% year on year.
Moreover, excluding sales from consumer facing operations,
business service sales grew 31% to £160.1 million year
on year, with second half sales up 39% to £93.0 million
over the first half and by 37% year on year.

The Company’s profitability for the year was, as expected,
affected by our continued heavy investment in network
infrastructure and service expansion with gross profit for
the year fafling from £89.9 miflion to £60.5 million.

In line with this investment, EBITDA for the full year was
negative £21.4 million, showing strong improvement in
the second half - reducing from negative £17.3 million

to negative £4.1 million. '

Cash inflow from operations was £2.5 million compared
with an outflow of £2.3 million in the previous year.

As this was the last year of major UK geographic
expansion of the network, capital investment totalled
£158.9 million, down slightly from £160.9 million in the
previous year. The major investment in network expansion
during the year resulted in net debt at the year-end of
£167.8 million, compared with net cash of £24.5 million
last year, and gearing was 37%". '

*Gearing is defined as net debt divided
by net debt plus capital employed

Segmental Analysis of Turnover

Data and Telecoms

Data and telecoms demonsirated the fastest overall growth,
with full year scles up 37% to £107.5 million accelerating
in the second half to £65.6 million, o 57% improvement
on the first half. Business service sales grew by 67% to
£81.0 million, once again accelerating in the second half
~ up 76% to £51.7 million on first half performance.

The maiority of the new corporate wins fell into the data
and telecoms segment and the year saw strong growth
From customers requiring national service. Total traffic over
the network increased by 81% to 1.8 billion minutes.

Turnover from the ScottishPower facilities management

contract fell 8% to £24.0 million.

internet

In line with our strategy and focus on the corporate and
SME markets, the Internet sales mix moved away from
traditional dial up subscription and fermination revenues
towards more focused business oriented services, such

as direct access services, virtual services, commercial web
hosting, e-commerce and streaming media.

Although full yeor Internet sales incrensed 2% overall

to £76.1 million, sales from business oriented services
increased by 60% to £27.6 million. Second half sales from
business services increased 22% to £15.1 million compared
with the first half and by 87% year on year. As expected
traditional dial up subscription and terminafion revenues
fell during the year as residential customers churned to the
‘free’ Internet service providers. These revenues fell 16%
year on year fo £48.5 million.

Volume growth of SME services was strong, with

leased line Internet customers up 52% year on year and
commercial web hosting customers up 29%. ADSL paying
customers at the year-end totalled 1,226. Demon
maintained ifs position as the UK’s largest commercial
web hosting business.

Including the proportion of dial-up revenues attributable
to business customers, it is estimated that 68% of full year
Infernet revenues were generated from business sources
compared with 60% for the previous year.

.sc DUSINESS service sales grew 31% to

£160.1 million year on year...




Lontaet Centre

Contact centre sales contracted during the first half and
totalled £27.5 million for the full year. However, our focus
on autsourced services for premium customers, coupled
with our investment in new technologies led to a sales
recovery in the second half, with revenue growing 10%
to £14.4 million over the first half.

Interactive

The Inferactive services division, a business focussing
primarily on consumer, voice telephony markets, performed
poorly with sales falling 34% to £22.7 million compared
with last year, reflecting increased competition from
Internet based information sources in branded, sporfing
and weather based content and a less successhul year

in telephone supported competitions. After a rapid fall in
first quarter sales, management stabilised the consecutive
quarter on quarter performance but, as previously
highlighted and in line with our strategy to focus on
business markets, we are proceeding with the sale of

this business.

Outlook and Financing

Assuming no material change in the current economic
climate, the Board remains confident that underlying
growth in business services will be maintained in this
financial year. Excluding the Interactive services division,
revenue growth is expected to be in excess of 20%
and EBITDA positive over the year as a whole. Due to
increased network operating costs, EBITDA will be
negative in the first half of the current findncial year,
but recover in the second half as the full scale and
efficiency benefits of the network flow through.

Capital expenditure has now peaked and is expected
to be in the region of £100~110 million in the current
year. The Company remains fully funded into the next
financial year.

Johin Maguire

Chief Financial Officer
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Non-executive Directors

fun Russell was appointed
B as o Director of a predecessor
company in April 1995 and as
Chairman on 1 September 1997.
Mr Russell was appointed Chief
Executive of ScottishPower on
17 April 2001, having previously
§ been appointed Finance Director
in April 1994 and Deputy Chief
{ Cxecufive in November 1999.
He is a member of the Institute
of Chartered Accountants of
Scotland, having trained with
Thomson Melintock, and has
held senior finance positions
with Tomkins plc and HSBC.

Charbes Berry was appointed
as a Non-Executive Director of
Thus on 15 October 1999, Mr
Berry is Executive Director — UK of
ScottishPower, with responsibility
for ScoftishPower's Generation,
Energy Trading and Customer

@ Sales & Services businesses and
for regulatory matters. Having
joined ScottishPower in November
1991, he was appointed to the

B cottishPower Board of Directors
B on 1 April 1999, He was appointed

Chief Executive of Manweb in 1996
and in 1998 assumed responsibility
for Energy Supply. He assumed
responsibility for all UK energy
businesses in April 2001

lan Chippendels was
appointed as a Non-executive
Director of Thus on 15 October
1999. Mr Chippendale is Executive
Chairman of Direct Line Group
Limited, the direct financial services
provider having previously

been Chief Executive and has
considerable experience in the
insurance and financial services
industry. Direct Line sells insurance,
mortgages, loans, savings and life
insurance products in the UK

and has operations in Spain and
Japan, Prior to joining Direct Line
in 1996, Mr Chippendale was
Chief Executive of Privilege
Insurance from 1994 and before
that he was a director of Provident
Financial ple.

thichael de Keare-Silver
joined the Board of Thus as a
Non-executive Director in
September 2000. Mr de Kare-
Silver is currently Head of
e-Business Development Services
at PA Consulting Group and prior
to that was Group e-commerce
Director at Great Universal Stores
Ple (GUS). Prior to joining GUS,
Mr de Kare-Silver was Senior
Partner of the UK strategy
consulting firm, the Kalchas
Group. The Kalchas Group was
acquired by Computer Sciences
Corp. in September 1997 where
Mr de Kare-Silver served as a
Vice President and a member

of the European Management
Committee for two years before
joining GUS. Mr de Kare-Sitver
was also a Non-executive Director
of Flying Brands Limited until

18 September 2000. Mr de Kare-
Silver is also the author of
e-commerce books ‘e-shock’ and
‘g-shock 2000, which have sold
all over the world, and have topped
the Amazon business best seller
list. He is also visiting Professor at
Middlesex University Business
School of Computing Sciences.

Jo Connell joined the Board of
Thus as a Non-Executive Director
in January 2001. Mrs Connell is
Managing Director of Xansa ple,
formerly named Fl Group pic and
has a wide range of IT knowledge
and experience, gained from 30
years in the indusiry. She joined
Fl Group in 1977 dfter 5 years

at CMG and an early career with
Mars. She became a member of
the FI Group Board in 1991 ond
was subsequently appointed Chief
Operating Officer in July 1997,
with responsibility for managing
Fl Group's core outsourcing
business, prior to being appointed
Group Managing Director in
November 1999. Mrs Connell

is also a Director of First Banking
Systems Limited, Fl Group's joint
venture with Bank of Scotland and
a governor of the University of

Hertfordshire.

Reoy Brown was appointed as
a Non-executive Director of Thus
in January 2001 and is President
of Unilever’s Evropean Foods and
Beverages division. Mr Brown
joined Unilever in 1974, initially
working in the speciality chemicals
business, before moving

into marketing and general
management roles. He has been
a main Board Director of Unilever
for the past eight years and is
currertly responsible for a division
operating in 15 European countries
with a turnover of £5 billion.

Prior to his current role he was
Regional Director of Unilever's
Alrica, Middle East, Central

and Eastern Europe division.

Mr Brown is also a Non-executive
Director of GKN Plc.

Derviel Mish joined ScottishPower
in September 1997 as Deputy
Finance Director and was
appointed to the Board as Finance
Director in December 1999. In this
capacity, he also has responsibility
at Board level for performance
measurement and information
systems. On 23 May 2001 he

will be appointed a Non-executive
director of Thus. Prior to joining
ScoftishPower, he was a partner
with Price Waterhouse. He is o
member of the Institute of Chartered
Accountants of Scotland and of

its Qualifications Board, a
Non-executive director of Scottish
Knowledge plc and o Member of
the Scottish Council of the CBI.

Executive Directors

William Allan is Chief
Executive of Thus, He joined a
predecessor company in December
1998 as Chief Operating Officer
and was appointed Managing
Director in February 1999.

Mr Allan has more than 25
years’ experience in the
telecommunications industry.

In 1997, Mr Allan was appointed
Chief Executive of Cable &
Wireless Regional Businesses.

He was a Director on the boards
of Telecommunications of Jamaica,
Entel Panama, the Barbados
Telephone Company, and

the Barbados External
Telecommunications Company.
Between 1995 and 1997,

Mr Allan was Regional Director
for Cable & Wireless North East
Asia Region, President and
Representative Director of

Cable & Wireless Japan, and
Chairman of Cable & Wireless
Communications Services Limited
(Japan). He was also a Director
on the boards of International
Digital Communications (IDC
Japan), Sakhdlin Electrosvyaz,
Sakhalin Telecom, Sakhalin Telecom
Mobile and Nakhodka Telecom.

Bhifip Male is Director

of Operations. He joined a
predecessor company criginally
as Technical Director of Demon
Internet Limited in October 1997.
Mr Male has previous experience
as Technical Director of Computer
Newspaper Services and PA
Data Design, part of the Press
Association Group, and has held
the positions of Head of Research
and Development and, prior

to joining Demon, Director of
Strategic Research with the

Press Association Group. With
advanced knowledge of data
networking technologies,
programming languages and
operating systems, Mr Male has
significant technical experience
and expertise. He has been
involved in the development of
Internet services in the UK since
1990 having run the development
teams behind many of the UK's
leading web sites.

John Maguire a Chartered
Accountant, joined the Company
as Chief Financial Officer in
December 2000. Prior to joining
Thus, Mr Maguire was Vice
President Finance (Japan and
Asia) for Cable & Wireless
Global. This included leading

the finance team in C&W IDC,
Japan's second largest
international carrier. Mr Maguire
has extensive financial and
international telecommunications
experience, having held a number
of other key financial positions
within the Cable & Wireless group
since 1991, including that of
Regional Finance Director, C&W
Asia Pacific, based in Singapore.

Simn Reid joined the Board of
the Company in April 2001 as
Executive Director, Sales and
Marketing, taking responsibility
at board level for all of the
Company’s sales and marketing
activifies. Mr Reid previously
held senior reles in the
telecommunications, IT, Internet
and retail financial services
sectors. He joined the Company
from Trinity Horne Consulting,

a specialist Management
Consultancy practice, where

he was Business Development
Director. He previously held the
position of Director of Customer
Services at nfl, where he was
responsible for all consumer
customer interface functions
supporting four million customers.
Prior to nfl, Mr Reid was Director
of Customer Services for Alliance
& Leicester ple, responsible for alt
customer services and account
development functions within the
bark. He has also held several
other senior sales and marketing
roles at Mercury Communications,
IBM and Powerhouse
Communications.

Audit Committee

lan Chippendale, Chairman
Charles Berry

Jo Connell

Remuneration Committee
Michae! de Kare-Silver, Chairman
Jon Chippendale

Jo Connell

Nomination Committee
lan Russell, Chairman
William Allan

lan Chippendale
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The Directors ‘are pleased to present their:second Annual Report,

together with the audited Accounts, for the year ended 31 March 2001

Activities- i :
The Company is a Iecdmg prowder oF |nfernef services; inferactive
services,.asignificant prowder of contact-centre. services: and.also .
provides a:wide range of data:and felecors services in'the Unlted
Kingdom: ¥ also provides Internet services'in’the Netherlands.

Results énd Dividend

The retairied loss for the yedt amounted fo £68.1 m||||on (2000
£2:6:million), details of whrch are'get outiin the: Group Profit and Loss
Account on page 29.

The Company has not declared or'paid'a dividend on jts share capltal
{2000: £Nil}..The. Company ‘infends to-retain-future earmings to expand
the growth and: development of its business including the continuing
rollaut of its netwoitk and other poténtialiinvestments. Accordingly, it
does not anticipate paying dividends: in the foreseeable futire. other than
in relation fo-entilements:undar thé Parlicipating Preference Shcres
currently held by-its' majority: shareholder;: Scottish Power UK ple.

As at 31 March: 2001 the Company’s duthorised ond jed share

caipital:(all:of whichwas fully: pcld or. credlted as-fully paid) was -

as FO”OWS

e Seeklng im

* Improving awareness ss-of envirorrental manggement ihroughouf .
the:Company; :

nts |n energy man¢

. Buddmg on initiatives o reduce Tne”impccf orﬁ business travel;

"¢ "Reviewing:and improving. procedures for waisie ancgement', and.

* - Building on:and:developing procedures for suppher chmn
‘management.

The' Company will develop |nd|ccfors and medsures:fo |nd|cofe progress .

and seek opportunmes to benchmark its performance.
Enwronmentcﬂ management hlgh[lghts in‘the last year have mcluded

* Customised design:and building:of G facility-in'a: canal henfoge -
environment o éxacting |occ| reqmrements

¢ The:commericement of a-maijor programmeto introduce or: upg‘ade‘ :
video-conferencing and-tele-conferericing facilities at-all mojor.sites:
This is expecred to -have o beneficial environmental lmpact onii
business. travel particularly by air;

o Increased: use of hotdesking iandl the plcnned mtroduc'non of
homeworking; ‘and

L4 Improved specification for new: plante: g air condmonmg units‘and
0|| sforuge for generators.. - :

Board of Direc

“The namesand détails of the Directors oF fhe Compc:ny are show
- on‘page 16" A

: £ Numiber i lumbe
Ordiriary: Shiares 17,637,097 705,483,871 (s 705,483:871
Participding e e g o
Preference Shares: 25,000,000 - 25,000,000 -~ 30,000,000 30:000;000
Total ) 42,‘637,0973 7300483871 1 1472637,09715 5 1 735,483,871

Relationship with Scoﬂ'lshPower '

ScottishPawer is:the Company's confrolling shareholder for the purposes

of the Listing Rules of the Financial Services Authority::

On.9 November 1999; the Company and ScoftishPower entered mlo a
Relationship Agreement under which they dgreed that all transactions. -
and-reldtionships between any member-of the ScottishPower group and
the Company must be-at arm'’s length-and on'a rormal commercial

basis. These: prifciples are-reflected in various agreements entered into

between the Company:and ScottishPower between 30 September 1999
and 10 Navember. 1999 and which relate to: the Company’s continued
use of certain assefs and resources of SeottishPower,the Company's -
continued provision of services T SeottishPower, ‘ScottishPower's

continued provision- of services to the Company:and: ScottishPower's -

continued role as the Companys control]mg shcreholder

Envrronmentul Pollcy

The-Company recognises that its operahons may: huve an impact on the
environment. It continues to dim o meet or better, relevant legislative and
regulotory environmental requirements and codes ol practice,

In-addition; as o leading company; which:embraces the opportunities -

provided by.a new era of communications, it believes that the provision
of quality communications. and infégrated solutions tovits customers can
provide environmental benefits. To this end; the Company-is committed:

to developing:a Management System f‘ramework whlch WI" foster and

sustain a:green culture: ‘

The Company has recently undértakena; review of its pohcy and:key
procedures with the support of o leading environmental consultancy and
plans to undertake preliminary duditing in a key area.of the business.
The strategy for the way forward will be based on/BS EN ISO 14004:
Environmental Management:Systems: General:guidelines on:principles;
systems and ‘supporting’ techniques (ulfhough certification:is riot p|cnned
at present].:The Company's p|on to.achieve thls will give: pnorlty to ’rhe
following ospects:* ,

Gerard McAloon re5|gned asa D:rector on: 13 July 2000 and Jonoﬂjc:n

. 'Solomon ceased:to be o Director on: his death.on:21 May 2000

Michael-de Kare-Silver was appointed a Director on 22 September.
2000;-as wasJohn Maguire on-18:December 2000 Jo Connell.and

. Roy Brown:were appointed Directors on 1 January:2001 and:

4" January 2001 respeciively. James: Reid . was:appointed-a Director. v
on2:April 2001 With effect from 23 May. 2001, lan-Russell, Following‘

his appointment as Chief Executive of Scol‘hshPower in-April: 2001,

resigns as Chairman and s o Non-executive Director of the Comipany; -
Charles Berry will assume the:role of Chairman:on 23 May2001.and .
David Nish has accepted dn: appoiniment to act as:a Non- execuhve
Director. with effect from the some: date::. o

In:accordance with the'Arhcles of Association, John Maguire, Michael
dé'Kare:Silver, Jo Conrell, Roy Brown;.James Reid and David Nish are
required:to refire:fromioffice:at the: Annual:General Meeting:being the

. first opportunity forithe shareholders fo elect them. after. their

appointment. These Directors, being eligible, offer themselves for

—election:: Charles Berry'is dlsoirequired fo refire from office at thisifime: -

in accordance with the: Arhcles and bemg e||g||:>|e offers himself
for: re-election..

William' Allan, John. Maguxre Ph|||p Mcle ond Jc:mes Reld hcve service

contracts terminable by the Compcny, or the |nd|V|duc| onone
yecr ‘s notice: A

Directors’ Interests '

Details of the Directors' service contracts and remuneration are set out
in:the-Report of theBoard on:Remuneration on page 24'and in Note 32
to the Accounts on pages 56.to;58.. Other than ds: disclosed therein

none of the. Directors-had a material-interest: in:any. contract. of
significance with:the Company and:its-subsidiaries: during:or.at fhe end
of thie financidl year except:thatlan Russell and Charlés Berry,-who

. are Directors-also: of ScottishPower; are'to:be regarded.as having:an:-
“interest inthe relatéd ‘sarty agreements and transactions between the:

: Company. and: ScottishPower referred toiin Note: 30 to'the: Accountsion’:
.pages: 51 10 53, :

The Directors” interests, o|| benef|<:|0| in fhe ordinary shares of the
Company. at the.year end, including:options.under. the Companys;
Employee Sharesave; Executive Share:Option;: Profit:Sharing: and
Thus ple:Discretionary, Share Option Scheme (2000) schemesiand: -
awards under the;Performance. Unit Equity P|an (PUEP) are shown in
the tob|e on'the Fo”owmg page.
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'l'hus pl: :

. : ploy EE ive Thus.ple Dlscrehonury .

Directors’ interests in Ordmury ) Sharesave Share Optian Profit.Sharing ' Share Option:
shares and share options Shares .. PUEP ;.. Scheme Scheme:. . Scheme " "Schemé {2000)
lan Russell 10,000 = = e - 2 =

William Allan 54,528 252,982 . - 234,662 T80, e
John Maguire (appointed:18: Dec 2000) R e R e s e T T = 1,000,000
Philio Male 27,369 133.932 2136 184,049 T80 z
Charles Berry 1,000 : D - : A o =
lan Chipperidale 11231225 i = = =
Michael de Kare-Silver (appomted 22.5ep;2000);, 9,000 = = bt =
Jo Connell {oppointed:1. Jan 2001} 17,000 < - - e -

Roy Brown (upponnted 4-Jan 2001) =

Full details-of tt\elr interests. in the ordinary shore copltal ot the Compony Substantial Shureholdlng

are contained: in Nofe'32.to the: Accounts: on:pages:56116:58:

Philip Male, throughout the firainciol year:and at the year.end, held
options. to- acquire :886:ScoltishPower shares under the ScottishPower.
Sharesave Scheme.

- of any other holding of ordinary: shares: representmg 3% or fore of

Power p|c are disclosed in the 2000= 200] Annuq| Report and Accounts

of Scottish Power: plc.

In addition to the-interests shown: above William A”’a'n,'.lohn'Mcguire’

and Philip Male, as Executive Directors;are to be regarded ‘as having: .
an interest, as trustees, in: 19,879,000 crdindry shares held in frust to

satisfy entilements under the Performcnce Unit-Equity Plan’ (PUEP), the. -
UK and Overseas Profif Sharing Schemes, the.EmployeeSharesave i+
Scheme, the Executive Share Option Scheme;:the Thus ple Discretionary -
Share Option-Scheme: (2000}, and theexcess shares held i frgst 77 etie

Directors’ and Officers’. Liability Insurance

The-Company maintains liability. insurance for the Directors cnd
officers of the Company and its subsidiaries under group insurance
arrangements ‘maintaingd by ScothshPower . :

Share Options .« ' o o TR
During the year, options were. granted to 353 employees under the
Company's-Executive; Share:Option:Scheme and the Thus: ple
Discretionary-Share-Option:Scheme {2000), whichiare sub[ect to the..
achievement. of specified’performance. criteria. and, under the Thus plc
Discretionary Share Option Scheme (2000); options over 2,000~
ordinary shares to-each of 2,676 employees, which dre:hot: subject
to such criteria.

Details are contdined in Note 31'to the-Accounts on :pages: 54 to 55 v

i v|nc|ud[ng real fime questlon cnd answer sessions. .

As at 30 April 2001, the Company-has been-nofified thct Seottish: Power
LUK pleheld 353,396,513 ordiriary shaires representing 50:09% of ...
- the issied ordlncry share capital: The Company. has:not been nohtled '

the lssued shore copital.

:In orderto:sUpport achlevement of the Componys ob|echves the

Company has adopted ‘and: actlve[y supports the to"owmg
‘corporate’ valves: C

Focusion growth;
‘Keep cistomer satisfaction toremost in.all thut we clo
Actwith boldness, simplicity and spéed!

‘Encourage; value and rewdird superior performance; e
Behave-as.a team with.one voice ‘and collective responslblhty and
Respect for theindividual. o :

.
*
L ]
et Demonstrate integrity, protessionclism and accountability;
L]
L
*

These values are bullt into.recruitment, developmentand. pértotmdnce
imandgement‘processes‘and underpin the‘performance related: culture :
ot the organlsqtlon :

“Employee Invelvement’ :

The Company: has employee consultctlon andcommunication.
arrangements to-encourage!the:irvolvement andiinterest:of employees
in:the Company: andito develop an. awareness of:its:business:plans

_and:objectives:: Company. wide'and:local employee forums: provide

“for regular discussions:between: management and ‘employee

/. representatives:and the opportunity fo-involve:staff in the development

and.roll-out of appropriate employee initiatives. The Company.also.
‘utilises’its:intrdinet site 1o update staff on business ‘activities.and to
facilitateitwo: way .communication between, employees cnd dtrectors

. Training and: Development
- "The Company recognises that its success depends on:the continved:
investment initraining and deve|opment Training'dand development

needs are identified and monitored Using the performance management:
process. Overthe. past year, over. 120 managers;have attended the
Connect:Management Development Programme and: feam managers

Fave begun to attend development. cerifres in order toitailér the resultant
training, In.addition, centres of Open Learning enable:staff to:access '
learning fromtheir-own: PCand gives. thern:c access to-over:1,000 high
qualify management, technical and business: courses: Induchon coaching..
and mentoring are used at all levels:of.the organisation:to encourage -

. collaborative learning.




Equal Opportunity :
The Company believes in the importdnce of; and actively promotes,
equality. of opportunity-in recruitment; training and career deve|opmenr

To support.its-equal opporfunities policy, specific policies and guidelines
have been introduced covering people with:disabilities;: sex and race
discrimination and-harassment, all of which-are backed up wnﬂ1
guidance and support for managers. and employees

Healih ‘and:Safety.

standard of health-and safety perf'ormcnce is integral fo its corporc:fe
values and will contribute to business performance. The Company.
remains committed to.undertakingifs business activities in a way which’

minimises:health and safety risks tolits emp|oyees, confractors, cusiomers‘i;

and:members of the: public.

The Company’s Health and Safety: mancgement system is bemg
developed. against the principles set'outiin the Health-and Scafety
Executive publication- HS(G)65: ‘Successful Health and Safefy
Managemenit. While.the Company. has: not'been:subiject to,any’
enforcement action.in the last year, and its injury frequency rates have
remained very. low, the:Company’s commitriient to confmuous L
improvement.in health:and scfety managemenf remcuns uncllmlnlshed

Over the last:year the Compcny has

s Audited its management system usmg the Royal Society. for the
Prevention of Accidents” Quality: Safety Auditing;':

* Introduced: a revised methodology: for: Risk Assessmeht and is rolling
this out across the. Company: supported by an. extensive in-house
training. programie; and .

+ Infrodiced a revised incident reporhng procedure demgned
to encourage the reporting:of ‘near hit/miss*.

The plans for nextyear mclude'

¢ The davelopment.of a rewsed process-and structure fo |mprove Gl
“‘arrangements for staff consuhahon '-

o Confinved toll-out 6F revised: Rlsk Assessment; S

s A planned Active Monitoring: programe; which.will provide
‘-mFormahon toy |oco| ond senior:management.by systemuhcu" e

‘ pcrhculcrly management; and

* Further ctudnhng using the:Royal’ Soc:efy for ’rhe Prevenhon o
-of Accidents’” QSA-system, .1 it S e P

+Code: Copies dreiavailable- upon request from: the Company Secretc:ry‘
- For other suppli h

“The:Company-recognises in lfsahemhh cmd safety pollcy thot a h:gh ‘_‘pclyment whed

i at. 11.00 a:m: Detmls of the resoluhons to'be proposed at: the Annuo| i
“General Meehng are’ confcuned inthe Nohce of An nual Genéral Meeting
on pages 61 .and 62: : L Sl

: 30 Apr‘il’QOOf“ e e s

Charitable: and Political' Donations .
During the financial year:the Compony mode no donctlons for: chcrltable?

i.oF po||hcc| purposes. - Bk

Creditor Payment Policy and Practice
The Group's-current policy dnd practice'concerning fhe payment of fhe i
maijority of its trade creditors is to follow the Better Payment Practice

fermsini contra :
fegal obhgchons The Groups “creditor doys at'31 March: 200] were

.29 days:

‘Auditors

A resolufion foire: oppomr PricewaterhouseCoopers.as audlfors to the

“Company. will be proposed at the Annual General Meehng

Annual Generul Meeting:. : -
The Annual'Generdl Meeting will be held at The Thlsﬂe Hotel, :
36 Cambridge Street, Glasgow, G2 3HN ‘6n Wednesday 11 July 2001+

By Order of the Boar_d.

Davich Marizod

“Secretary




The Company is:committed:to high standaitds of corporare governonce

and supports: the. Prmc:ples of Good Governonce und the Code of
prmaples of corporate governance are oppllecl in the Company‘dh‘db
reports the Company's comphance W|rh the provmons of the :

Combined Code.

Board of Diréctors”

Non-executive:Directors: (incliding:a Non
A fauEih ExseutiveTDirsetor was appointed

Executive Director, Sales and’ Markehng With eFfecf from 23 May 2001 :

lan Russell, following his.eippointment:in: April ds Chief Execufive:

Scoftish Power:plc, resigns as Chairman andas a Non-executive’

Director. Charles Berry assumes the: position of Chairman on 23 May
2001 and David Nish will be:appeainted as:a'Non-executive Director | :
with effect from the same date. Twoof the Non-executive Directors;
namely the Chairman: ard one other, ‘hdve been: appointed by Scottish

Power plc, the:Company’s principdl shareholder, indccordance with they: .-

terms of the relationship agreement to which the Company:and (
ScoftishPower are parties: The-remaining; four Nen-executivé Directors
are considered by the Board to be independent and. free from any:

business or other relationshipwhich could materially:irterfere with: the

exercise of their independent judgement. Three of the four Non-executive

Directors. were cppomted durmg the year ‘and'they are Mlchael de
Kare-Silver; Roy: Brown.and-Jo Connell::lan: Chippehdale has been:
identified as.the senior independent Non-executive: Director: During the
course of the year, theré was a brief period when the Company dld not
have the proper minimum number of independent Non-executive: 1+
Directors. This.was due to:the,resignation:of Lord:Mackay.on his
appointmentas-a High CourtJudge in-Scofland and the death of
Jonathan Solomon. However, #the’ subsequént appointment of the three
new Non-executive Direcfors:has addressed this deficigncy. There!i
a well-established division of Guthiority and responsibility between the
Non-executive:Chairman. and:the. Chief Executive. :

In accordance with the Articles of Association; John - Maguire; Michael
de Kare-Silver, Jo Connell, Roy Brown, JamesReid:and David Nish are
required fo retire from office at the. Annual Generel Mesting being the
first opportunity for the shareholders:to-elect them afteritheir 5

appointment. Those Direcfors being ehglble, offer themselves for e[echon . :
* The Chairman of the Remuneration Commitiee repor?s the outcome o¥
'+ the Commities’meetings o the Board:and:the Boardireceives'the'minutes::

One further Director is requnred to: retirerin ‘accordance withithe Arhc|es
of Association’s provisions on refirement By rotation’ and therefore -

Charles Berry will refire from: office at this time, and being e||gtb|e oﬂ:ers

himself for re-election: The-Combined Code recommands thate all
Directors should: be-subject.to re-election-by th
infervals and.at least every-three years and this recommendation was
adopted in.the Arficles of Association.

Details of Directors’ remuneration are contained in Note: 3240 the
Accounts on page 56 to:58 and the Company’s remuneration-policy.
and the principles underwhich it has been formulated and applied are
described in the Report of the Board on Remunerahon asset outon
page 24. :

The Board recognises that itis responsible or the ¢ Compcny’s sysfem' of

internal control and:for reviewing its.effectiveness: Such o system can
only provide reasonable;assurance!arid ot absolute. assurance against
material misstatement.or loss, as it is designed to manage.rather than. -
eliminate the risk of failure to ochleve the busmess ob|echves

aspects of the Company s:tctivities whichiare spemﬁca”y referred toiit
forits collectivedecision; principally: relating tothe strategy; direction
and financial performonce of the Company. All Directors-have access to
the advice-and-services of the' Company Secretary;-whoris: responsnble
for ensuring that all Board procedures are cbserved: Any Director -
wishing to do so; in furtherance of his duties, may take independent
professional advice at-the:Company's expense.

22 Thus

 Board members or in the internal and external audit reports

The Reporf of the Boar l:on Remunercmon For the yearisis
. page. 240 :

Board Committees:

-The Board has three principdl sfcndmg comm|h‘ees the:Audit: Commlﬁee,
Nomination: Commitiee and

he composmon :
purpose and funchon of thes J commlﬂees are'descnbed’ befow ‘

~Audit'Committee

The Audit:Committee is compnsed of 'rhree Non executive Dlrec'rors and

s chigired by:lan: Ch:ppendale IFrrieets: quarferlyshaswritten terms of -
“reference and |fs remitiisito: revtew the cmnuo| und m’rerlm Accounfs and:;

reports and dlscusses fhe action taken on pro

Y f :

- The:Chairman of the; Audit: Committee reports the outcome of the Audl'r
- Commitieermeetings fo'the Board and the Board receives fhe mmutes of -

all Audit Committee meetings:

Nomihdﬁon Committee

- The: Nomination Committe¢ is chaired by the:Company’s Non:executive
| Chairman with, as members of the Commitee;the:Chief Executive and

one independent Non-executive Direcor. It has written:terms of.reference
and its remit is to.consider and make recommendations to the Board on .-
the dppointment of Directors, having regard fo the overall:balanceiand

composition of the Board, and o review and adwse upon issuesiof
succession p|cnn|ng

Remuneration Commlﬂee s :
The: Remuneration: Committes is? comprlsed exclusively of three -

-+ independent. Non-executive Directors, is: chaired by Michael de Kare-

i

Silver and ‘meefs:regularly, The remifiisito assess the performcnce of the:

xecutive Directors.and to consid ‘make recommendations o
o the Board on remuneration: policy for Executive Directors aind senior
managers. The Committes is commitied 16 the-provisions of the Combined

‘Code dand:seeks to design po]icies which:will.attract;, retain.and. motivaite:

Executive Directors and’senior: managers of the'réquired cahbre

The Committee.also-has responsibility: for reviewing the operc’non of fhe
Company’s:bonus and-incentive schemes

of all Remuneration:Committes méetings.

oution: i

fIni't-:rncll Control

The Board'has adopted ain tipprocch; whichiis in' lme with-the guidanice
issued by the Londen. Stack Exchange, in.establishing the Compatiy’s: - .
interndl conitrol procedures.and policiés.. The.Combined Code introduced
airequirement that the efféctiveness of the systemrofiinternal control;

"inclading:financial, operation;;compliance:dndrrisk: managenentsis,

reviewed byithe Directors. Intaddifion; the Internal Control: Guidance'

" for Directors on the Combined Cade (the Turnbull Report] published:

in September. 1999, provides- gmdance to directors.in; respect c of
this requirement.

The Board can conﬁrm that o the year: send ithas the necessctry

_procedures and ipolicies to-fully: comply:with the requirementsiof the

: 7Turn3u|| Report. This hias ' been ah evo|uhon0ry process and it was

- predicted in last year's report that this would be established by the middle;
- of the financial year. Significant progress had been made af thatfime T

and it was ugreed that further work:was; however, required to ensureithe

procedures: were satisfactorily.embedded. Thisifuriher work has:taken

‘ place resulting in full compliance’afthe financial year-end:-The' opprqach .
. established seeks to-identifyithe nature and:extent of the key:types of risk,.
;evalUate their seriousness and-likelihood of materialising and consider

the effectiveness of the controls in-place: The approach. also.considers
the benefits of such controls; in relchon to costs |ncurred




Control Environment
The: Company:is, committed. to ensiring:an appropriate cont ol :

environment exists; which will not slow:growth or stiflé innovation.

The: organisational. structure’is: defined dnd communicated ond individual
objectives andauthority levéls are: identified:

Each Executive Director has been given responSIblllfy for specific aspects
of the Company's businiess. The:Management Board is the key decision
making body at Executive level in the Company and is chaired by the

Chief Executive. Eh

It reets morthly: in cdvdnce oF the Thus plc main Board'on:l‘focuses on
business plcm |mp|ementuhon strategy; competitive positioning; po|icy
and customers. Reporting to 'rhe Muncgemenf Board are the following
performance mandagement groups which: meet weekly, foc usmg on the
implemenfation of this'year’s annual budget.

Performcnqe*Revnews, chaired by the Chief Fingincial Officer o Teview
operational performance by line of business Throughouf the Company,
and‘improve forecasting and budgehng on‘an ongomg baisis.

Capital Planning. and Programme Mcmugemenf chaired by the Projects:
Director 15-track.capital investment,. major bids; facilities-and major:
project lmplemenfuflon .

Operations: Management; ¢haired by: the Opeérations Director. o mdnage:;

the ddy-to- duy operations oF the business and ||nkoges to sales; b||||ng
andprovisioning:

Identification:and Assessmenf of Busmess Rlsk and
Evaluation:of Controls
-The-Company’s-risksmanagement Framework has contirive

v-the health.and: safety risks are being

/% it was appropriate fo prepare the Accounts on the. gomg :

:The:Dlrectors dre responsxble for momtolmng proper cccounhng record
i the: of

""Monitoring

The quarterly. reviews of the risk registers produce an assessment: of
residudl risk, by process; across the business (the * “corporate:risk:mop!) .

which is presen'recl fo the:Audit‘Comimittee’ each quarter.,

s EFfechveness ofiifternal controkis-audited ard gssessed by thesinternal:

audit function: under:the direction: of the Head of Corporate Risk.

The operation of the: Company’s health-and: safety’ management sysfem

is audited:by:the Safety Health: & Environment team to assess whether
i olled..

The Board cariies outian cnnuc1| review of the effectiveness of the sysfem .
oF |nterna| control cmd rlsk mcnugemenf processes. e -

* Directors’ Responsibility for the Accounfs
The Directérsiare required by law: fo prepare Accounts for ecch financial

year and-to:present them annually to'the Company’s members.at the
Annual Genieral Mesting: The Accounts; of which:the forriv éind confent
dre prescribed by the Cormpanies Act 1985 and applicable accounting
standards, must give:a frue.and: fairiview:of the: state of affirsof the

‘Company and.of the!Group as:at'the end of the financial'y yeor and of

the Group's prol:lf orloss for the perlod

The Diréctors consider that, in preparing the ACCOUntS:'

" suitable accounting policies have been used and applied:onsistently

‘s reasonable and prudent jUdgements and estimates have been i'nqde;:

¢ “applicable.accounting standards have been followed; and

-€oncern bcsns

d suﬂluent |nterna| cont

stsof the. Compan

ried out, by the Corpc
Group, 4o ensure this.is.a conhnuous processkwhlch ' beﬂcI
business, The Risk. Assessments.cover.all aspects.o esvs‘, risk.
financial, operatibnal, strategic; compliance and business conhnuny risk:

The key sources of dssurance Gver business risk: Heivé besn mfegrq'red
info the Corporate Risk Group which:ensures  co-ordinated and
consistent approach to the management of riskiand advises dnd
supports management-fo enable swnership of risk management to sit.
within the business.

A'trgining:programme was. conducted to give key sfuﬂ across: the
business:the skills'that will erhance their ability to |denhfy and
manage risk. Further training will be delivered at regular. intervals
to ensure that.new staff joining the Compuny understand the risk
management framewark:

ithe Group an
ud:or.any.other i

Auditors’ Responmbnhhes

...-The Company’s.registered auditors, PrlcewcterhouseCoopers, are, i

responsible: for- forming an mdependent opinion; on:the Accounts of the
Gréup.as presented by the' Directors, and for reporting their.opinionito
the Company's members. The report:of the auditors to the members of

- Thus ple is set out on page 25.




The Remuneration' Committee: is-chaired by Michael de Kare-Silver

who was appointed to'the poston:22 November 2000..The Commlﬂee
consists exclusively of independent Non-executive Directors of the
Company. Michael dé'Kare-Silver is assisted by lan Chippendale and

by Jo Connell who wdis;appointed to:the Committee with effect from .

1 January 2001, Following the death of the previous Remuneration:
Committee Chairman; the Gompany operated for partof fhe year wxl’nouf
a fully constituted Remuneration Committee:

Remuneration-Policy:

in determining’ the: Gompany's brood po||cy for execuhve remunerahon
and in particular the remuneration package for each of the Execufive
Directors, the Committee-aims to prowde remuneration-which is.
competitive and appropriate in the markets in which the Company
operates and which ensures the right rewards are provided fo motivate,

incentivise and retain the senior executives of the Company: in pcrhcular, #

the: Committee: aims.fo: prowde a.remuneration structure that:

*  encourages superior. short-and long-term per_formcnce;

* maximises:long-term shicrehiolder value; -

¢ encourages-Executives o more closely align theirinterests: with
those of shareholders by building up sighificant shcreholdlngs in
the Company; and

* is compefitive with-other telecommunications companies operuhng
in the UK.

When appropriate, the Committee invites the views-of. thé Chief Execuhve
and the Director of Human Resources. as.well ¢ commissishing teporls
from expert remuneration consultarifs..

‘Base Salary™ " : : :

The Committee: sets.the base sc}cry for. each Executive: Dlrecfor by::
reference to. individual performance;and fo. external. mcrkef inform
prepared by expert remuneration consultants. Foliowing cin adjustment
to Executive Directors’, salaries in. April: 2000, which brought those
salaries to a compehhve position,.no further ddjbstments - were made

during the year and no salary increases haveibeen proposed for the year
2001/02. In addition, despite the best endeavours of all employses, the

Remuneration.Committee: felt.if lnappropnofe to'pay bonusesitoithe
Executive Directors for the. yeari2000/01: in'the |lght of Compcny
performonce durmg that perlod

Annual Bonus :
Executive Directors and senior executives purhcnpote in the Companys
annual bonus plan: The scheme focuses on corporate and business

performance and provides & maximum total payment ‘6 70% of salary.in:
for senior executives. ;i1\

respect of the Executive Directors:and 50% of sala

40% of these amounts are: paid for. business:performance in line with
expectations; with payments above these amounts being1 reserved for

exceptional business-performance.

Long Term incentives
The Company operates an executive share option scheme’ known as rhe

Thus ple Discretionary Shiare Option Scheme (2000}, under which market:

value options may be granted: Grants were made during the year at the

: Pensuon ‘and:Other Beneﬁfs

The Executive Directors, and othetisenior moncgemenr of fhe Compony,
ars provided with: pension:benefits through ScoﬁlshPower Normal.
refirement age is 63:and pensionable salaryis defined a as base sulury
in the 12 months: prior to leavirig the Company. =t i o

' 'Execuhve Directors:are.eligiblé for: a:range ‘of benefitson: wh:ch fhey
are assessed for tax: These include the provision of @ company car; Fuel o

anid:privateimedical provision. Senior- ‘execufives are olso ellglble For

' these benefifs:

Service Confracfs
The Execifive: Directors have service contracts Iha'r are termlnoble oni ik
one year's:notice by:either the mdlvndual or'the Compony

<:Rémuneration Pollcy for Non-executive Dlreclors
'Eaich Non:executive Director has been appointed for. o ferm of three

years terminable at the request of the Board:of the Company. The

 remuneration: of Nonsexecutive Diractors is determined by the Board and
 consists of fees for their services. Mr Russélliéirid Mr Berry, being: Directors
. of ScaftishPower, receive: no remuneration from the Compcny for their. .

services.Full details of the: remuneration of the Directors are. contcnned
in'Note'32 to the Accounts-on'pages 56 to. 58,

discrefion of the Committee fo.certain Executive Directors and employees: 1%

These options will generally only become exercisable if very demandlng
performance targets are' met (based on fotal shoreholder refurn).

No-invitafion was. made: under the
“(pursuant to-which optidns can be grantedion‘an dll gmployeebasis). .
‘Instead o grant to each:member of staff-(excluding Executive Directors).:

of 2,000 share. options was made under the drscrehonclry scheme durmg

the financial year.




We have audited the Accounts on pages 2610 59.

Respective Re'spdnsibiliries‘of:Dir:ecrorsi‘cmd Auditors
The Directors:are: responsible for, preparing the' Annual Report.
As described on. page 23, this includes responsibility. for preparing

the Atcourits:in:accordance:with. applicable United Kingdom accounting

standards. Qur responsibilities; as independent:auditors; dre‘established
in the United Kingdom by statute, the Auditing: Practices Board, the
Listing:Rules:otithe Financial Services Authorrry and our professwn s
ethical:guidance. -

We report o-you our opinion:as fo whether the Accounts. g:ve e
and fair view-and-are properly prepared inaccordante with the United
Klngdom Companies Act, We:dlso' report'ta youi if;:inour opinion, the

Directors’ Report is not consistent with the:Accounts;if the Compcny has .

not kept proper accounting records, if wéihave not received c|| the

informationand-explanations we require for our audit, or if informtion
specified:by law;or the Listing Rules regurdlng Directors’ remuneration: - -

and transactions is not-disclosed,

We read:the other information contairied ifi the Annual Report ond
consider the implications for our report if we become aware of any -
apparent:misstatementstor moterlal mcons&stencues with:the Accounts.

We review whether the statement on pages 22 1023 reflects the
Cormipany’s comphcnce with the seven provisioris of the Combined Code
specified for our review by the Financial Services Authority, and we
report if it does not. We are:not required to:consider whether the Boord'
statererifsisi ifternal.controlicover all risks and controls. of to:formiar:
opinion on the éffeztiveness of the. Company’s or Group’s_corporote
governance procedures or its rlsk and control procedureé

"ln our opinion. the Accounts:give @ true cund Fclr view of the s'rote of
affairs o the Company and the Group &t 31 March 2001 iand of fhe

/30 April 2001

{/Basis of Audit Opinion e S i

We.conducted our.audit in:accordance with: Auditing: Standards |ssued
by the Auditing Practices Board. An audit'includes examination, onia
test basis; of evidence relevant to the amounts and. disclosures in the
Accounts: It also includes an assessment of the srgmflccmt estimat
judgements made by the Direciors in the preparation of the Accolnts,
and of whether the accounting policies are:appropriate to'the Group's
curcumstunces consistently upphed and adequately disclosed:

We planned and performed our audit so'ds to ob’rum all'the |nformohon
‘-and explanations which we considered necessary in‘order to provide us .
- with sufficient evidence fo-give:reasonable: assurance thatithe Accounts

aré fres from material misstaterment; whether caused by fraud or other
|rregu|ar|ty or grror n’ Formlng our:opinion.we dlso evaluated the overgll
adequacy ofithe presentohon ofinformation in:the Accounts. 3

Opinion

loss and cash flows of the Group for the year then ended and have been.
properly prepared in-accordance wﬂh the Compcnles Acf 1985. i '

Priddas Soope 5 : :
Chartered Accountarits and Reglsfered Audlfors: SR
Gldsgow

(i), The maintenance: and mtegnfy of the Thus plc website is the responsibility. of the Directors; the Work cdrried outby the uudlfors does:
not involve consideration:of these:matters and, accordingly; the auditors accept no respon5|b|||ry for any changes that may. have occiirred
to the financial statements since they: were vnl’nc”y presenfed on the website. :

i) Legislation:inthe:United Klngdom governmg the prepcruhon and dlssemlnohon of: Flncncml statements may dxffer From |eg|slchon in

other |ur|sd|chon5
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Turne efinitions. . S R L Otliey Q&x;&%xﬁ%é@m
The Group's turnover: comprises. revenues from Infernet services; i Company (or Thus)
inferactive services; data cnd:felecom services dind contact centre... ¢ Thus ple

services, each of which are defiried:as follows:

3 . ScoftishTelecom Businesses
Internet Services o ~ The businesses acquired: by.the Compcny on 30 Sep‘fember ]999
Revenues from Infernet services comprise: monthly access feesipaid'by: .. fogether with SOL:
Internet dial-up:subscribers; inigress receipts, revenue from business
access services {including. ’rhe provision:of leased lings; web de=5|gn and -~ 'SOL
e-commerce sérvices) and revenues from olésa|e Internet services 1~ Sco‘r|cmd On-line .Limifed a
provided to Vlrfucl Internet Service Prowders * '

e :
_Interactive Services. e o Thus pleandrits subsndlorles and, For the pervods prior fo
Revenue from interactive:services' comprise the Group's share m 30 Sepfember, 1999 ‘the. ScottishTelecom Businesses.

rate call charges. B

; : .Sbbsidiary‘Undertokings( !
Data and Telecom:Services B ’ Entities in-which the Company holds'a long term coritrolling:infersst:
Revenues are derived from the provision of switched services, ccpou‘ry ' b e S
and‘data services and facility management, services. Siiies L ScottishPower
P .:Scottish Power UK plc and.its subsidiaries.

Contact Centre Services (e

Revenues represent the provision of outsourced: contact centres, . ScottishPower Facilities Management-Contract..

telemarketing, systems. integration-and consulting’services. Crerr e The Strgtegic Network: Facilities: Manaigement Agreemen’r and
: ‘© " "Operational Systems Facilifies Management Agreement ds defailed.

in Note 30 on page 51.

The Group's costs-comprise of cost of salés, selling and distribution and v
administration. costs. :

Cost of Sdles

interactive royuhies and related costs c\nd“co'ntc:ct centre cosfs.

Selling and Distribution Costs

Selling and distribution costs comprise expenditure on:marketing;
advertising and promotions, together with the salaries-and cssocnaled
costs of the sdles and: marketing func’rlon ¥ 4
Administration Expenses- - *
Administration-éxpenses comprise expenditure on: cusfomer serwces
human resources, information technology, legal and regulatory
comphcnce and: non- operahonal property \‘ogefher with deprecmhon
of-non-network:assefs: cmd costs: rechcrged m ScoHlshPower For
cenfral cdmmlsfmhve services. S
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SArevunting Polldes

Basis:of Preparation: -

The Accounts:have Been prepared under: the historical: cost.convention:
and in accordance with applicable accounfing standards;in the UK clnd a

with:the requirements of, the Compcnles Act:1985.

The Compony was mcorporufed on 19 January 1999, cnd owns the
Internet serwces, inferactive services, data and te|ecom servu:es and
cohldick centre: services Businesses previslisly swied by certain wholly:
owned subsidiaries of ScoftishPower. These businesses, hereinafter
described as “the ScotfishTelecom Businesses” were acquired on s .o/
30 Septembier 1999, together with: ScottishPower’s 50% shateholding .
in SOL. The consideration for the-acquisiticns WGs_scﬂisﬁed in:shares.

In accordance:with the group:reconstruction provmons of Financial

Reporting: Standard No:-6; the consideration was recorded as the book «

value of the assets and liabilities acquired and'the acquisition of the
ScottishTelecom Businesses and the 50% shareholding in:SOL have been
acéounted for on the'basis of merger accounting principles...

Consequently; althoughithe:Company.was:not:incorporated until -
19-January: 1999, the acquisition of the ScottishTelecom Businesses
andithe?50% shareholding in:SOL:did Aot take place Untl 30 September
1999, the: Accounts-are: presented as if the ScoﬂlshTe[ecom Businesses,
SOL and the Compiany have. always been port of the same Group :

The compcrclhve consolldafed profit and loss: account for the year ended
31 March-2000 therefore reflects the trading results of the. Company for

the six month.period from 1 October: 1999, being the date the Company .

esults of the:

commenced frading'to:31 March 2000, the tradi
businesses which were:acquired’
the: six month ‘periad from. 1:April 1999 to 30 September 1999- and the

trading resulfs of subsudiarles for fhe year. ended 31 Mqrch 2000.‘ T

out be|ow Sy
‘Tha:Group Accounts include:the Accounts. of the Compony andifs.|
: subsndlcry undertdkings. :

. Turnover

~Interest
«dccount as it ‘accrues.
;:Taxuﬂon / -
The ‘credit for taxation is Basedioh the results for the yeqr andtakes:

“into-account taxation deferred; using the liability method, in respect of
+timing differenices only to the extent that it.is probable thctio*hcblhfy

& Company from ScoftishPower for #* -

“ Thetforrier iiiterestiof the, re?evcnf ScottishPawer subsidiariesin:ithe;

businesses acquired by the Company was accounted for as: partof th e
ScottishPower loan account balance within credifors. A"‘proﬁ‘rs and
losses generated by these:businesses‘priorito their acquisition by the

~.Company: on. 30. September 1999 were: transferred fo the ScoﬁlshPower G

Ioon account balance

A summary, of fhe more important Group cccounhng pohaes is set

Basis:of Consohduhon :

Turngver, which exeludes Value Added Tox represen’rs the volue of
goods ond services supplied fo customers durlng fhe year.

All interest payable and receivable is. reﬂected in the profl? and'loss:.

willicrystallise in:the foreseeable future. Such timing differences. arise
primarily:from fhe dlffermg rrequent For taxation; and account ng:
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Intangible Fixed Assets
Licence fees are capitalised at cost, less provision for any |mpcnrmenf in
value, and amortised over the-remaining licence period.once the relevant
network to which:a licence relates becomes operationaliand a seWIce |s
launched to the public. '

Costs associated with the development of new:products of:sérvices 'cfér

capitalised and amortised over the anhc:pcted ||fe of the:new produc'r or
service once this-is. |ounched to-the pubhc

Foreign Currencies

Transactions in foreign currencies are recorded at-the rate ruling ot the
dateioFihe transaction. At the yeor end, monetary assetsiand liabilities
denominated in foreign currencies are translated of the rate of exchange

.. ruling at the balance sheet.date:' Any gain or loss arising on:the

restatement of such-balances:is taken to the ‘profit:and loss account:

The Accounts ofthe overseds entity and branch'are trons|ated ar rhe

Tangible Fixed:Assets

Tangible fixed assetsare stated at cost; |ess provmon for ary impairment:

in vcu|ue, and are deprecmfed on the s’rrcxghf line method 6ver their

. difference arising on the retrans|chon of opemng nef assets is taker

esfimated operational lives. Tangible fixed assets include; capitalised
employee costs and other costs which are directly attribitoble torthe .
construction of fixed assets. The:main deprecmhon pertods used areas
set out below: i

Land. and buildings :
Alterations to leasehold premises

useFu| life if shorter

Buildings: Equipment:accommodation'modules 10
Plant and equipment L '

Underground network 40
Fibre optic cable’ 200
Electronics, customers: systems and base sfc:hons i S0
Customer connections s it
Tools ( : BeA
Other B o e

Furniture and fittings -~ T ; 10
Vehicles it . S
Computers and related software - : 365

Investments

Investments in subsndlcry undertakings are stated:in the balance sheet of

the parent Company of costless provision: For,qn){_vlmpalrmenf in:value:

Own Shares Held Under Trust o
Shares in the Company purchcsed for-emplo
under frust and-are recorded wnhm Investm
at cost. ’

Stocks

Stocks and work in ‘progress-are vclued at Ihe Iower of cost cnd neti

realisable value.

Finance and Operdfing Leases .~

Assets leased: by the Group-under finance:leases are:capitalised-ard;.
depreciated in line with the Group’s deprecmhon policy. The inferest.:

element of the finance:lease repayments-is.charged itoithe profif and loss

account in-proportion to the balance of the capital repayments

s Years:

Over lease pericdior:

benefit.arrangements. are based . on pension costs.across the

. "relcted Gssets:

- dlrecﬂy o reserves:

‘Financial: Instruments
. The Group enters into:forward contracts for the: purchase of rcmglble

fixed assets: denominated in aforeign currency: inorder-fo mancge ifs:
exposure fo fluctuations in currency rates: Gains and losses on foreign

- currency: hedges:are deferred-and recognised s an adjustment to the -
carrying amount oF the tangible ﬁxed assets when the hedged

transaction occurs.
Pensions :
The Group participates in Group pension:drrangements;. consisting of -

i both: defined beneﬁt and defined confnbuhon schemes operoted by the

ScoftishPower Graup: Contributions and pension:costs for the defined -

ScottishPower Group ds.a whole.: Pensisin costs e accounfed for onithe
basis of charging the expected:cost.of providing. pensions over the .

period during which the Company benefits f'rom the emp|oyees services.
The'effects of variations from regular costs are’ spread over the expecied:
remaining working lifetime of members of the scheme:after. making ...

“Stitdble dllowances for futire withdrawals. Payments to'the defined’

contribution:schemes. are charged against profit as incurred,

For-a-minority. of employees the:Company. pays varying levels of ,
contributions to‘personal pension schemes The costs are.charged- against”
profn as |ncurred

outstanding. Rentals payable unider operating leases are charged to |He i

profit and loss account-as incurred: Rent free pericds' received by the
Group, at the inception:of new operating leases for properties, are. .
recognised in-the proflt and loss ‘account over the perlod of ﬂ1e lease
or, if shorter than the full lease term, over, the period o the renew. date.
at which the rént.is:first expected torbe cd|usted 16 the:prevailing
market rate.




for the year ended 31'March 2001 FOaT I it

, , o0
Turnover from conhnumg operations. e SERE e : [ i N - 233,842 216,903

Cost'cf salss : 3 i ‘ : (173,318) (126,994}
Gross prof'f from conhnumg operuflons s A e e e 60 524 .. 89,900

Selling.and dlstnbu’rlon L S : Sl L gied (33 406) {38, 894)
Administration expenises T S S S (80,0748) v (59
(57,956) "

(283

Operating loss:from <onhnumg operohons« :

Exceptional: ifem R
~ Loss .on-termination of an operahon

o8

| L= (43467)
Loss on ordinary activities before interest .. S L v (52.,956): - :)’(5'2 '25)"

Netinerestchargs e T T s (g 087) "(10688)

Loss:on ordinary activities before taxation e : : i "v ERIEL = (66,943) '::(63 ”3)

Taxation onh|ossvon‘or_dinury,c‘cﬁ‘)itie ol g8 292 i ’,6‘,38:7;.:

Loss uﬁer‘fu‘xafb_io‘n___ _ T - : T o : (66,651) (56726)

b
&z

Minority interest iy e 1,073 o 230
Loss for-the financial year - : i i : g (65 578)'; {56,696)

Approprlchons ~non equity. PR INETRY | . o 8 (2; 500) (1:127)
Loss retained before transfer to balance with ScorhshPower ) i : ] (68,078)" (57,823}
Transfer to:balance with-ScottishPower © . : e S Co e S = e 55192

Los‘s,,retained ;. ) ‘ 1 § o . LR (68,078) vk

Loss per ordmory shore (pence)

Loss per ordmory share before excepﬂonol |fem (pence)

Diluted Ioss per ordinary share (pence):
Adjusting itéii - eéxceptional item (pence)::

Diluted loss:per ordinary share before excepﬂonal item (pence) S L LUH979)

The ' Accounting Policies and Defm}lhons on pages:26:to 28, fogether with the!Notes.on pages 33 fo 59 form part of the Accourits.
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for the year ended 31 March 2001

¢ e
Loss for the findancial year: ‘ '(56’,’696)5;
Currency translation differences:on overseas: nef cssefs g ; 4 13
Total recognised:losses for the financial:year o . : : : (65;1:84) (56,683)

Reconciliation of Movements |n Shareholders Funds

for the year.ended 31. Murch 2001

S ) 2001 ..
S SUCRE TR SEES bt L g L o
Loss for the financial.year (65,578)  .1[56,696)
Appropriations ~.non,equity & (2,500) U 127)

Loss retained ‘ : i ! Ry ’ (68,078) . (57:823)

Currency translation differences;onoverseas net assets. . 22 .. 394 ' 13
Transfer from ScottishPower loan: account & - 55,192
Reversal of appropriations = non equity : ST : R 2,500 1,127
Share capital issued - , e Do e = 3347937
Net movement'in shareholders’ funds: ... e « ' _ . (65;184) 1. 333,446
Opening shareholders’ funds S B : 348,148 14,702,
Closing shareholders’ funds : : o . . . 282,964 . . /348,148

for the year ended 31 March 2001

Pre merger periodta:30 September 1999

Company-{from:date of incorpordtion) e , : = =
Businesses acquired-by. the Company on 30 Sepfember 1999 S ‘ N .155,192)
Subsidiaries S e - 109
L ' ’ e 55,083)
Post mergeriperiod:to 31 March 2001 N ' . s
Company i : ! : (64,832) = (1,697
84

Subsidiaries : L e : (746)
- T : 2(65,578) {1.613)

Total 3 ' T i : ; 165,578) . - (56,696)

The Accounting Policies and-Definitions on Bages 26 to 28, together with the Notes.on pages 33 0-59 form:part of the Accounts.
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as at: 31 'Maich 2001

Group .

200k 2000 i 2001, 20000

e £000 £000° 1 evo00
Fixed:assets ‘ i ThEER L
Intangible: assets G 486 41.654 482
Tangible assefs ¥ 467,500 +346,837 463,847
Investments: 11 24,250 R 27,687

492,236 348,491 492,016
Current:assets : i ,
Stocks i3 10,741 8:680 ,692
Debtors: e
- Other debtors i4 92480 74,736 92,492 74,904
- Funds dep051fed with ScofhshPower 17,550 = 29:533 17,550 29,5833
110,030:.: 104,269 110,042 104,437

Cash at-bank and.in-hand* /AR 17 1 7. CEUIAS | 524-ﬁ 2,711 540
Total :current:-assets 124,255 114,473 ~121,445 113,657
Credﬂors amounfs fullmg d é:wnhm one yeur e e TS S SERETR
Other creditors i (5 {145,798) (107.751)
Loains.and other borrowings, ..o . Fa {3,900) 1 {2153)
Total crednors falllng due wﬂhln one year L (149,698) s ('I 09,904) .. .+ '_
Net current (labiltiesl/assets @5488 | 459
Total assets:less current’ Iib‘c.:l‘:‘rilsi:ﬁe’s‘ 466,793 353,060 469,264 "354,\01;03
Creditors: amounts follin.g ‘due after more than one yea‘r :
Loans and other borrowings: - e
- ScottishPower loan:account té {180,600);: - : = .. (180,600} R
- Loans and-other borrowings . . [ (4,306) . (4,402) . . . (4,306} (4,402}
Total creditors falling due after more than one year. (184,906) (4,402) (184,906} {4,402)
Provisions-for liabilities ,qnd“qh_qr‘ge_s s (195). (680)‘ Gt (195) : (680)
Deferrediincome ¥g (13) (42} (13) oo (42)
Net assets 281679 34793 284,150 348,886
Capital and:reserves : . L
Cadlled-up:share capital 71 42,637 42,637 42,637 42,637
Share. premium: 307,933 307,933 307,933 307,933:
Profit and-loss account 22 (67,606}, : (2,422) (66,420) i{1,684)
Shareholders’ funds 282,964 348148 -~ 284,150 348,886
Equity minority interest 23 (1,285) (212} - S
Capitdl employed 281,679 347.936 284;150" 348,886
Equity Shareholders’ funds~ . . 354,337 322021 255,523 . 322759
Non equity. Shareholders” funds:- 28,627 26,1270 28,627 426127
Toful Shureholders’ funds 282,964 348,148 :1284,150 . ;1. 348,886"

The Accounting Po]mes and Defmmons on poges 26 to 28 together w1th ?he Nofes on:pages 330 59 form part of the Accounts

Approved by the Board-on 30 Apnl 2001: and sxgned on |fs behclf by ‘

William: Allan W “)ohn Mc:guxre i
Chief Executive . «...Chief:Financial: Ofﬁcer




for the yeu.r -ended 31 Mdrch: 2001

TN o

£7000 - 1 EEan 2000
Net cash inflow/(outflow) from contlnumg operating dctivities T 5 3110 B (2;331):
Returns on investments:and:servicing of: Fmance LR Comhe Dt (8;373). .- 1{10.357)
Taxation — grdupirélief received R e SR 6,597 . 16225
Free cash flow: i ' R Geen 692 v 41(6,463)
Capital expenditure and financial ihvestman iy -ciosi- L o 24 U(191,966) 1 (124,481)
Cash flow before dcquisitions i o, (191,274} (130,944)
Acquisitions : el e b R e ('I,OOO) . (] ,000)
Cash flow before management of liquid. resources . v (192,274) ... . [131,944).
Management of liquid resources NS I? - 11,983 (29.533)
Cash outflow before. flnancmg L ! (180,291) (161.477)
Financing : 5 182,563 163,420

Increase |n'cashff'in”the'years:' e

ities

Free cash flow represenrs cash ﬂow~ from conhnumg operchng ach

turns on:investments: and:servicing of financ
and taxatien:: R

Reconullutlon of Nei' Cash Flow |'o Movement
in Net (Debt)/Funds

for the year ended 31 March 2001

BT S 2000

L2000 £1000:.
Increase in cash in the yeor 92,2720 0 1,943
Cash (inflow)/ outflow. from’ (lncreose)/reduchon indebt... .. (182,563) - :171;507
Cash {inflow)/outflow from {decrease)/increase’in liquidiresources: . pinid A AT (11,983)... 29533
Change in.net.(debt})/funds resulhng from cashiflows : ; (192,274). 202,993
Other non-cash movements i e ! EE v =1 55192
Movement:in:néet:(debt)/fundsin the year : ; il : Gy (192,274} 1 258/185
Net funds/(debt) at beginning:of the year N e . ; 27 24,502 - (233,683)
Net (debt)/funds at end of the year : S - KT (167, 772)‘ 24,502

The Accounhng Policies and:Definitions on; pages 2610 28 rogefher with: the Nofes on pages 33 to 59 form part of the Accounfs e
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for the year ended 31‘March 2001 " ‘

2000
1112000

Turnoveranaly
Internet:sérvices.
Interactive’ s'e'rvtces :

' 19 129,140
233,842 . 216903

Contact centre serwces

Turnover by origin

United Kingdom T , ' SR 228,590 212,419
Europe SEET o . 5,252 4,484
: o B 233,842 . 216903:

Turnover by destination: P R R
United: Kingdom!: v e ‘ T R DT 79 211,609
Europe : ot R R S bl GO e 5294
i & 5 ' el ' : ©933,849° 216903

2 Uparabing loss

Operating: |'0“§§§3‘i§:'s'tdfe‘d."dﬁél‘iﬁh’d?g‘ihQ%(Cfediﬁhg)f] .
Depreciation-on-tangible fixed assefs
- owned assets

- under finance leases

Amortisation of intangible ﬁxed assets i e 1,182 1,247
Loss-on disposal of tangible fixed.assets : o 25 438 71
Hire.of assets. under operating:ledses:: o ‘ R

— hire of plant-and machinery ™"~ S e -

~ other operafing: lease renfals N it j : O o EE A 110,058

Exchange rate-(gains)/losses /oo o os e R T e e “(6)

Release of government grants s SEEO : - (29);:

Release: of provisions forliabiliti -

Exceptiongal item

- ysar 2000 ¢ompliance N -

Auditors” remuneration:for audn of Sl PR b s T
- group L . o . : - Wi 003 i ' ]70
- company . - el P SR S E . "203 170

(a) Thus ple incurred exceptional costs: totu!lmg £4,043,000, in the prior year, principally for staff worklng to énsureithe conhnunty of operchons over:
the millennium period.

(b). Fees of £414,000 were:paid:fo the auditors in respect of non-audit work'in‘the current year (2000:£1 ,664,000) e




for the year-ended:31 March 2001 N B

3 Fenplovess

2001 . 2000

(a) Employee costs. : : Rivte ‘21000 £000

Woages and salaries S S R o .68 906 - 58,339
Social security cos’rs o S : v,:'5,473>
Pension costs 14260
Total employee costs.. 165073
Less: charged-as capifdl expendlfure , foil L e . i . (5840)
Charged to-the:profit and:loss account . ' . , e 68,239 1159233

{b) Employee numbers a . )
The year end and average number of emp|oyees (Rl hme and parT hme) employed by the: Group, |nc|udmg Execuhve Dlrectors, were::

AL March e : = & A0 Averagei
- . i L D200 s e b 20008 o s 200N - 20005,
Operations . e ; e En core oTOJ L 699 69 66
Selling and distribution: , i , . 337 303 359 . 287
Administration-and custorer services: ’ 529: 53T 542 502
Contact centres ST ; 1017 983 1,104 929
: - e 2,686 2516 2,696 2,379
The number of full:time equivalent staff was: s 2614 .. 2472 2,028 T 12280
AT i ; ( 2001 et 2000
United Kingdom 5 » e e » L2613 2 284
Europe : P e : i S s 71 0 Q4
USA : ; Qo Y
: : o 2,696, 2,379

Fuwrondtnnot Hemn

The exceptional charge, that. arose. in the six months to September 1999 of £43,467,000 related to the costs arising as.a: redih-of rhe Compcny s
decision to withdraw from: the use of fixéd fadic access technology, 1nc|udmg a provision forimpairment of dssets of £40,467,000:The provision for
impairment comprised:£20;405;000:in respect of the ﬁxed rodlo access ||cence £18,094,000 in respect of plant and: equnpmenf and £1,968,000
in respect of stocks. ; S :




jlnieres'r on; overdrof'rs cnd oﬂ'ler borrowmgs; L

“On ﬁnonce leases:

“Total |n?erest payable:
Externaliinterest receivable

R
“ {1,380}/

Interest receivablefrom: ScoﬁlshPower i
Net interest charge: i

(b) Analysis- of total interest payable

10,688,

- Baink loans-and'overdrafts

— External loan notes

- On intragroup borrowings thh ScottishPower

- On loan: notes with' ScottishPower

—Finance leases with-ScottishPower N
- Arrangement fee for: revolving:working: capital: facility. with ScottishPower

- Commitment:fee:for revolvmg workmg cclpl'rol fucnh?y with ScottishPower,

& Tonation credivon loss on ordinary seivities

20071

Taxation -on:the:loss:for.the yeurv - YT et
UK ‘Corporation tax credit-at: 30% {2000: 30%) o=
Adjustments.in. respect of prior year - 292

292

There is no.corporation tax payableiin theicurrént year, due to losses:arising.




for the year ended 31 March 2001
¥ Less por evdinesy - shave
(a) Loss per ordinary shire'has:been calctldted in accordance with FRS 14 “Earings per Share” for Bd'rh‘)“/‘ecrs by dividing the: loss forithe

financial year, after non equity appropriations, by ‘the welghted average number of ordindry shares in isste during the Frnancucl year based
on the following,information: e, ! :

.‘:,:om e aong

e b iy e 1000 000,

Loss for the-fincincial:year dfter'non equity:appropriations: /i1l oy \ : 68, 078) (57,823}
Basic weighted average:share-capital (number of shares;: thousands) ' ' 11695,;353 ... 1640,951
Diluted weighted: averdge share capital (number of shares, fhousands) 695,353 - 640 951

The basic weighted average share capital excludes shares held by the Compcny under Trust in connection.with the Employee Shore Schemes
The impuact of the'share options is antidilutive and has therefore been excluded from the  calculation of diluted weighted average share capital:

{b} The calculdtion of loss. per. ordinary. share; onia basis which excludes the exceptiorial item, is based on the following adiusted losses:

2 20005 : 2000

£0000 . ivs 8000

Loss for ihe financial year after non equity approprluhons s ‘ ; (68,078) ' (57,823)
Adjusting item’= exceptional itemn Fr : : : A = 43;467
Adjusted loss : : FLunEE e v S (€8.078) 114,359

Adjusted'loss per ordlnary share has been’ presenfed in cddlhon fo.loss per ordlncry share:calculated:iniaceordance WIfh FRS.14.in‘order that more
meaningful comparisens of financial performance can be mode ‘

il

&  Sppreprieons = non.enuify

2000
€000
Appropriations:.
Cumulative pcxrhapchng non-redéemable preference shcres i
10% Cumulativepreferential appropriation (Note 21(i)) 150 e 2 500 G270

In accordance- with-the-provisions of FRS4' “Capital Instru
classified as non equity, and the Company:has, therafore,
dividends for the year. As the Company.did not have suff
was credited back in‘the. profl’r and'loss aiccount reserve. Thi
Balcnce Sheet et
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£

% tungible fned gssets

(a) Group

'Liceﬁ:es_ ki O_err,

Ny 481000 £7000

Totali::
L £7000

Cost

AL April 20001
Additions
Disposals

22,540 7 .2,029
A

(22,0400 =

24569
Honc
{22,040)

At 31 March: 2001

500

Aggregate.amortisation:;
At April. 20005 .
Charge:for.the: year

Released on-disposal

22040 .
e
(22,040). "

At-31 March 2001

138

Net:book: value 9131 March 2001 ¢

3620

900

Net-book value at:31:March 2000

(b)'Company

7 iLicences i

Cost

At 1 April 2000
Additions
Disposals

22,540

(22,040} -

(22,040),

At 3¥ March 2001

-Aggrégqte amortisation;
A1 April 2000

ChqrgeIfop:fhe}vyegr..v.. et g L

Released: on-disposali ..

122,040)

©:5000 0000, 1,953

1380 ...,.1,023;.,.., S

2453

sl 6
(22,040}

At:31 March-2001

138 1,833

en

Net book value:at 31" Mdrch 2001

482

T 1699

Netbook:value. dat 3T:March 2000




for the yediended 31" March 2001

3 Yo

Ee ‘n 2. o
vl fixed assuts

Land & . . . - Plant& i
R : buildings equipment Other w Total
(a) Group ) : e L. £7000 £7000 . £700001: 4 1/ £7000
Cost R, et b : ' e :
At'1 April 2000 o B R ETTRECH. T BAQAT G s AT BA A1 0,540
Reclassification : S e 715 (55:184) il 54,469 R
Additions ! . St ' : SR (},713) 125,455 35,178 158920
Disposals i e . - i(22: 770} S (15783) (24;553):
At 31 March 2001 i 12517 . .- 396,977 135,413:..:.:544,907

Aggregate: depreciation : , e i Fe g e
At 1 April 2000 . e L 636 56,268 6,799 . .. 63,703
Reclassification . e L e 120 (17,201) i 1 2081 oty
Charge for the ysar . g L R 1,282 17125 16972 35359
Released on:disposal o i o =0 19,968) FHL687) 0 (21:655)
At 31 March 2001 T L 2,018 36224 39,165 77,407

Net book value at 31 March 2001~~~ = 10,499 360,753 . 96,248 467,500
Net book value af 31:Mareh 2000 b o e - 12;879: .14 12931208: ke 40,7500 1 1346837

Leind /8 Plant & o
o . (i  rbuilding: quif i other reial:
(b} Company ) : e : ot 22000 £7000 Fh PRO00 LI 80005
Cost ’ : :
At1- April 2000

Reclassification

13,515 347,477 46711 407,703
715550 0 (54,548) 53,833 =
Additions {1,713) 125,3120 v 3361 Qi 157,209
Disposals I S e = e n(22,770) (1-783}): (24:553)
At:31 March 2001 : s ’ i i 12;517 ... 395,47V " 132,371 ' " 540,359

Aggregate depreciation iy [ R R (ESIET e
At 1 April 2000 ST : 636 56,069 ... 6,554 63,259
Reclassification : e . 120 (LZ7052)0 00 - 20320 p =
Charge for the year ' - s L1262 16,913 i NG 78334908
Released on disposal S - (19,968) . H{1687) 4 E 1 (215655)
At 31 March-2001 s 2,018 35,862 38,632 76,512

Net book value at:31.March-2001:...... ' 10,499 359,609 ' 93,739 : ‘4\-6:5,847
Net book value at 31 March. 2000 e 12,879 . -~ :291:408 o 4057 344,444",

The net book valuesof tqngiblé: fiked:_és;eté held under finance leases bytheGroup and the Company-at 31Morch2001wcs£3,508,000 T
(2000: £4,129,000): The-charge for depreciation against these assets during the year was £621 ,000,{2000: »£936‘{0‘00) (Note 2):




L] isw&efséﬁ‘zzr Fn

Cost.and: net book valye -

(a) Group ' e £000 1

At 1 April 2000 o = L
Additions 24,250 e
At 31 March 2001

24250 PR T

Group |nves'rmenf5 comprise own shares held: under Trust. The Dlrectors donot believe: that cmy provmon is reqmred for the |mpc|rment in ﬂ'\e vc:\ue -
of own: shares held at.31 March 2001; as.any lmpmrmem isinot consndered to’be permanent:

Subsidigry’ : - Qwhn:shares
undertakings: - : . held under trust.i(c) y B
Cost and: net book:value 2001 2000 - 2001 2000 2001
{b):Company £700071 17 - £000 £000 £1000 £7000-
AFT April 1141 756 i e R
At 31 March 3,437 1 141 24 250 - 27,687

The investment-in subsidiary” underfakmgs represents:

(2000:-£385,000).

an mves’rment in shares of £756 OOO (2000 £756 OOO) and |oc:ns of £2 681 OOO

i the Compary held under Trust during

& year dre as Fo"ows

Shores he|d, -

Sharesv o

i

Shares held: ' "."

* . Shares’ ‘Nemingal -

Murké .’;diug !
e Tivatd Apn| ccquxred transferred:-*at 31 March: - value at 31 . ol
Dividends® - 2000 durmg yedr dunng year. 11:2001+:'March:2007 ..
S waived Q00 1000 10007%" 000% I TE0007 !
PerFormcmce Unit Equtfy P[cn (PUEP) no 1,439 = (639) 800 120
UK Profit Sharing Scheme .+ no 146 - - 146 4
Overseas. Profit Sharing Scheme no 4 - = gl -
Thusplc Employee Sharesave Scheme no; - 914 89 1,003 25 s o
Executive Share Option Scheme T O - 3,919 90: . 4,009 100 - 2'31 75 s
Thus: ple Discretionary. Share Option: g - e : , ‘
Schieme (2000) : s " ne = 13,631 w1363 341 7, 395 i
Excess shares held in:rust : - 286 i 286 T 155
: 1589 18,750 (4&0). 19,879 297 710,784

Full-details relating o the schemes above are: contained within the Report of the Board on Remunération on page:24-and Note 31 to the: Accountsi
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for the year ended 31 Murch 2001

3 wry undertakings

Details of the Comipany’s subsidiary-underfakings at 31 March 2001 are as follows:

145798

107,751

' . /Country.iof. i ' ' Class of Pmporﬁon of : .P;fr;cipal
Company o ' 47 incorparation share shares:held : g uc}ivify
Scotland On-Line Limited o crigeotand Ordinary 50% internet _s.erVice provider
Golfing Scotland Limited* s Seolland Ordinary 50% . Dormant’;
Demon Internet, Inc S TUSA Ordinary. 100% US Infernet peeringimanagement
Thus Profit Sharing Trustees Limited : : : Scoﬂond Ordinary 100% - Trustee:
*The investment.in.this. company is held by.a.subsidiary undertakmg L R AT G M I i
13 Sk
~ v Group: Compm{y
g = . o = 12001 2000 2000
: jeEt bt ' F e g £000 e e000
Raw materials. replacemeni pcrfs and consumab]es .. 8,692 6203 i 11116,203
Work in-progress: - N . 2,049 2 ATT 2 AT T
10,741 8,680 8,680
b ar dabtors
Group 3 - Company:
2001 2000: 2001 2000!
: L e : s Hoje £:000 £ £1000 £/000 £000
Trade debtors ‘ S S e 56,776 3941 s 57,37 2399426
Prepayments and accrued:income . ‘ G | ITER 23,545 : _’17 171 23,207 172058
Group relief receivable: - S : - 6,305 S T 6387
Other taxes and social: security == ' it o 245 534 = 448 .
Other debtors S - 466 . 466 , «
Amounts owed by:ScottishPower, Group: companles i = G 11,448 21 585_)::;, ST ,A48 T :‘_x_]_a_'l;;5w8,5_‘,,
92,480 7473601 92,492 74,904
Group. ST L iCompany
2001 2000 20077 2000;
: N £/000 | £'000 £7000 £000.
Trade creditors: -« - W : 17,906 610472 9075 5899
Taxation and: social securliy ‘ ‘ L 449 41000278 291
Capitol creditors and decruals : i : 43,452 - 54;694 ..43,452 54,609
Deferred consideration ' S s - 1,000 = 1,000
Other creditors e B O 10,089 R 8,583 -
Accruals and-deferred income - L o 72,793 42,837 o o+ 7,508 41,665::
‘Amounts, due to' ScottishPower- Group-companies: e B0l 1,109 2,706 5 1109+ 2706
‘ S ol 144,101

106,093




1§ Leuns ond other borrowings

Group S :Company.i,

2001 20000 e 2001 2000

: £70001 1 SEI000E H B £000. (€000,
Bank loans-and overdrafts 244 BRI T —n 556
ScottishPower loan account 180,600 " - T 180,600 te
Loan notes = ScottishPower - - 50077500 (LR R
Loan notes —othér. : 3,060 885" g o
Finance leases ='ScottishPower: - - 4,402 4,489 L4025 4489
Finance:leases —'other B ; S e 125 o T L
: : 188,806 6555-; 185002 . 5170

(i) The |ocm no'res are repoyob|e on demand at the holders dlscrehon and inferest accruesion:a dculy bcms oni:; the |oc!n no'res ct 2% aboveilIBOR

Scofland On-Line Limited is entifled fo redeem all or part of the loan-notes: after two years:from the date of issus: The loan notes have been; !
periodically issved-from November: 1997 10 December. 2000

Group' -~
""" +2000° 2001
R e CERIO00 I R I O00 P
Repayments: fall due as:follows: S e e ‘
Within oneiyear; or‘on demcnd - o cri : v 3,900 S 2,488 196
Alfter more than one year . B : 184,906 4,402 184,906
. ' : 188,806 6,555 :;.+:185,002:
Repaymenis. due after more Ihun one yedr ure unulysed as follows G S e f )
Between one and fwo years B0 : 180,706 96" 180,706 .. 94"
Between two'and five'years: ..~ - SR G g 386 351 386 o357
Alfter. five years L T s : S 3,814 i 3/955:0 3,814: 3 955
: ‘ o k 184,906 4402 :184,906; T 4402
. v : ; S Groupy il e - Compuny;»i
{a) Analysis-of-loans and other borrowings .. 2001, :2000 120010 0T 20000
‘ i N e Sty £1600 £000 L0005 2000 :
Bank:loans and-overdrafts due within ‘ : o ‘ '
one year:or.on demand: EENAE e , BATINY S S
Secured o STmTE fi - 556 i . 556
Unsecured: -+ e - oaa = : B e il
. i : G EY7E ey . gl sy
Other.borrowings: S fR :
ScatiskPower loah accotnt: : 5 180,600 eemma s 180,60007
Loan notes : i : i : 27 143,560 e 11,385 NP AR o
Finance lease. obligations s - 4,402 4,614 4,402 o 4,614

188,806 6,555 185,002 5170

(i). “During the year ended 31 Mcrch 2000 certain ‘ofithe bank-overdrafts of Thus plc were.guaranteed by ScoHlshPower
(i) The ScottishPower loan accounr is.repayable on 31 December 2002 andinferest is charged at 3% over: LIBOR

Group: . Company‘

(b) qunce Iease obllgahons : L . 2001 20007 . 2001 2000
s ' '£7000 LS00 €000, TN p000

Falling:due:. B C : e .
-Within.one.yea E o » ; Sy T

.Between oneianditwo: year, e

Between.two-and. Fwe years... 10351 :

After:five years SR : ‘ {gloRE g

Amounts falling due dfter. onesyear R et 4,306 4402 4,306 4,402
Total S L . a4 4,402 4614 4,402 4,614




for the year ended 31 March 2001 -

16 bonns spdotherborrowings o

Group. ! - Comipany

; 42001, 22000 00V e a1 20001
(c) ScottishPower Ioan account R N it £/000) s QOO0 T 000 T 000
At April e = 225,020 = 225020
Net cash inflov/(outflow) from/(t6) ScoHnshPower onE L RAe RY 180,600 (169,828) 180,600 (169,828)
Transfer to profit and loss account _ Tl G = (550192) W) s A TOIY

At 31 March , s 2730k 180,600 ... . - 180,600 . ... -

17 Dedvatives and e:e?“’sr Hngnaial instruments

{a). Financial:instruments and-risk - management.
(i) Overview

The main financial risks faced by the Group are: Fundmg and ||qu1d|ty, counferpclrty and credit nsk inferest rate and exchange rate: nsk
the-Board-has reviewed dnd:agreed policies for monagmg each of these rlsks as.summadrised below. Specu|ahve frading, achv:hes are not permmed

treasury function.
(i) Risk management

Funding and liquidity management :

The Group's objective is'to maintain:continuity.: of funding for its operahons using cornmlh‘ed facilities. and overdraﬁs and - maximise: mferesf on
surplus funds. Finance leases are also:used where considered cost effective. A revolving credit facility with ScoftishPower was the Group's main source
of financing during'the year. Drawings under this faicility. were subject fo'various covenants with which the Group:complied.in full: Inaddition fo, thls
Scotland On-Line-Limited has received Fundmg in:the form oF loan:notes: o ;

Counterparty-and credit risk managemenl' : : :
Cash placements and derivative transactions give rise toic dit rlsk on the potenhal default of counterparties. The Group monitors the exposures and’
the credit rating-of its counterparties regularly and uses limits fo mifigate the credit'risk that the Group may thave with“any ‘one counferparty tisinot
anticipated that any-exisfing counterparties will:failfo:meef. thelr crrent obhgchons i g e e

Interest rate management : i

The Group's policy is to-have afloating rate lnferest profile, with the excephon of finance leases and preference shares: The Group's borrowing
facilities and investments are all dit sterling LBOR. Hochng rate-ofinterest! The interest flows:are nof hedged and this-policy: has been apphed
throughout the:year. i i s

Foreign exchiange managemenf : : ;
Thus faces currency exposures in NLG:and USD From operahng activities generated in fhe Natherlands and United: States and has ﬁxed asset
expenditure in USD. In-addition;.on conslidation; Thus is exposed to risk from the translatioh of net-assets;.and profits/losses earned in its US
subsidiary. Thus does. not hedge either the currency expasure on the operating activities to date; which are not considered:fo bs material;: or the
translation exposure on consohdaﬂon as this is conmdered to be an cxccounhng rcfher than cashiexposure. The Forelgn currency leed asset -

{(b) Borrowing facilities

Thus entered info-a revolving working capital facilify agreement with Scoh‘ushPower in‘November 1999, whereby ScottishPower agreed fo. prowde

the Company with an. unsecured revolving loan-facility of up to £220,000,000: Thls éxisting Fcility was renegohafed and’ extended by o further: -

£100,000,000 to cover, in parhcu|ar the ncmonal network ro|| -out cnd th
December 2001,

b completed an

The facility is available:for drcw:ng down-upifo and mcludlng 31 December 2002. .
Inferest accrues daily on;advances underthe fucthty atié rate of LIBOR plus an applicable:margin. of 3% per annym

Anarrangemerit-fee of:£250,000(2000: £1OO ,000). (No’res b and 30} was paid by, the: Company-to Scoh‘lshPower upon: exfensuon oF the exrshng;
facility. The Group has the followmg undrawn commlhed borrownng fomhhes at 31 March in respecf of whlch a|] condlhons precedent have been mit;

L2007k o 200Q

£7000: - £000
Expiring within one year ‘ : . EEAREE e o et
Expiring between one and two years: .. - s s R e o 2 °140,000 220,000
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ther financial instruments <o

(¢} Financial Assets and ﬂ.lablhhes

The-only significant financial assets are'the ccsh atbank ond in‘hand:with a:net:book valve:of £3:484; 000 at 3] ‘March 2001 (2000 21 524 000)
of which £1,638, OOO was. denominated in Sterhng (2000 e, 187 ,000). £1 846 000 was denomlnuted in NL Guildérs (2000 £N||) ond £N|| in

to Scoh‘lshPower on.g ccll occounf basrs and earn interest at 0:5% be|ow LIBOR

The chncml liobilities of the Group at 31 - March 2001 are bonk loans and overdrafts of £244; 000 (2000: £556,000) of whlch £NIl wus_’

denominated:in. Sterling (2000: £556,000) and £244,000 Was denomiriated in 1S Dollars (2000+ £Nil); foan notes of £3,560,000:

(2000: £1,385,000); finance leases of £4,402;000 (2000 £4:614,000), deferred consideration of £Mil {2000: £1,000 OOO) preference .
shares:of £25,000,000 (2000: £25,000,000) and funds borrowed: from' ScottishPower totalling £180,600; 000 (2000 eNil): The ScoﬁrshPower

loan account mc|udes funds borrowed from ScottishPower under. the revo|vmg worklng capital focuhfy

The maturity of fhe.Group s financial Ilablhhgsvgt.;ﬂ Murg.h were as follows: "

*: Other financial

:Debt .. Finance leases .. iliabilities:
S : /£/000. L BI000, 1 8000
Within one year, or onidemand: ; , R R 3,804 96 R :
Between: one and:two years R ) Sl 180,600 -106 e 130,706
Between: two and five years y ’ ' g = 386 = 386:
After five years & : ) : e 3,814 25,000 28814
. 184,404 4,402 - 25 000:::. 213,806
o . ther Flnancm| Tcrol'
F Dbt chmce ledses' i < liabilities
. L£10001 CUE0000 I L B000%, L
Within' one ‘year, -or-on-demand . o : 1.941 212 Lo hi150004,
Betweeri one and two years N (LR o e = 96 =
Between:two'and five years ‘ : P T = 351 =
After five years Nt S = 3,955 25,000
i ¥ 941 4614 +:26,000°

For the purpose of the disclosures which Follow in. thls nore, short term debtors and creditors whlch quse dlrecﬂy from rhe Groups operohons have:

been excluded os permitied by FRS13 ”Derrvahves crnd Other FlnanC|o| Instruments; Dlsc|osures

The Group eriters into forward. contracts for the purchuse of tonglble leed assets denomlncfed in US Dollc:rs only: There were no outstandlng

forward contracts at'the: year end {2000: ENil).

(d} The interest rate risk profile of the Group’s financial assets and liabilities at 31 March'were as follows:

Floating rate’,

Elsctinigirate

(i}- Financial Assets : - : Total:. - financidliassets: 2y e Total s financial assets

: i 2001 2001 2000, 0007
A1'3’| MOI’,Ch:“‘ : 3 e i e ; e e i E . 12 £7000 bt o O OO Qe it i LI000, o wrssisssi ""£‘000ij§
Currency: Sterling, ... 000 L [ ‘ : L R e ih
- Céish of bank and'inthand : S 1,638 1 187 zi
- ‘Funds.deposited with ScottishPower .- 17,550 29,533
Currency US Dollars v N [ : L .
- Cash atbank.and inhand” =" 5o - - 337" 337
Currency:NL Guilders e i . e
— Cash ot bank-and in hand: w00 = ( » 1,846 1,846 - =
Gross ﬁnanciul assets R 21,034 21,0347 31,057

A 057'

The floating rate financial assets; in' the currenit.year, compriseNLG densmifated cash at bank and:in.hand; and:sterling:denominated-cash af- o
bank and in hand and funds deposited'with ScattishPower. The NLG denominated-cash: at bank and.in hand attracts inferest ot the Netherlands
ruling spot rate less.an cpplrccble mc:rgm whilst. the sferlmg denomlncted funds'deposited with ScoﬂlshPower attract mteresf bosed on UBOR i

less:an.applicable margin:

The Hoahng rate financial assets;:in fhe prior year, comprlsed usb denomlnoted cosh af bcnk and'in hand and sfer||ng denomlnated cash at

bark-and in:hand and funds deposned with ScomshPower The Funds dep05|ted with-ScottishPower cﬂrcc?ed inferest based on LIBOR less an '

opphccble margin.
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Floatirig:rote “Fixedirate’: Weighted Averageiperiod

(i) Financial Liabilities financial ) fingncial 7 average 4 for which
: N “Nabilities 115 liabiliies linterest rate “Hrotelis fixed 1
At 31 March 2001: . " £000 L E000T % years:
Currency: Sterling i £ I
~ ScoftishPower loan-account - o L 180,600 180,600 v =
- Loan notes- e f 3,560 3,560 : - A e :
= Finance leases : : 4,402 = 4:402 100000 20
~ Preference share capital » A o 25000 .. = 25,000 Qs
Currency: US Dollars e :
- Bank loans and overdrafts e SR 244 - 2447 =
Gross financial liabilities CUUT213,806 184;404 29.402
Floating rate : Fixed'rate' - . " Weighted Average period
financial finanzial T gvérage for which':
. . . : Total - liabilities 5 liabilities inferastrate T Ve s fixed
At:31 March 2000 . - e E00 - RI000 £1000 LR yeors
Currency: Sterling ‘ g o T A '
Bank loans and:overdrafts: - = (e Rk L 556 556 e
Loan notes T R e 138500 71,385 S
Deferred consideration e 1,000/ .. 1,000 : - i R
Finance leases ‘ L 46140 =" 4,614 10 20
Preference share.capital E . 25,0000 e 25,000 0T e T T
Gross financial |lobllmes ' i o 32 555 2,941 U 29614 :

* The preference share capltal is'not redeemoble The overage penod For whlch the welghted averdgerinterest rate-is apphcable has fherefore
not been quofed ;

The Group does not have: any financial |iabi|ifie's that'do not. bear inreres’r“ ;

The floating rate. ||c1b|||hes, in-the:current year; comprtse USD:! denomlnated bank loans and overdraftsand sterling denominated: ScottishPower
loan account and:loan notes: The USD denominated bank loans and overdrafts beir interest rates based on the Federal Reserve Central Bank -
short-term interest rate:plus.an opphcable margin:- The sterhng denomlnafed ScoftishPower loan account and loan notes bear interest rates
based on LIBOR plus:an:applicable margin. , ' :

The floating rate licbilities, in the previous yeur compnsed of sferllng ‘denominated, bank loans and overdroﬁs, deferred consnde

ol he o
notes mentioned: absve: A|| ‘of these:bore mterest based on: LIBOR plus an applicable: murgm' “ e

(e) Fair values of financial -assets and financial Imbllmes i

The following table-provides a comparison by category. of the carrylng amounts and the fair values of the Group s-financial qsse'rs and financial
liabilities as at 31 March 2001-and 31 March:2000. Fair value is the amount at which afinancial instrumenit.could be-exchanged in an arm’s

length transaction between informed and willing parties; other fhan a forced hqurdohon sale-and excludes accrved interest. Whereiavailable, marke'r'
values have been used to- defermine fair valués, :

2001 : 200 : 2000, i 20001
Book:value - Fair valde’ ;- /.0 " Book value Fair value:,
£000 7l 2000 L0001 Ly, 5000
Primary financial instruments: held or |ssuec| to flnonce the - I g
Group's operations: :
Financial assets : ' ; i 5 L SOt
Cash at bank and in-hand i 3,484 " .3/484 1524 0 i 524 '
Funds deposited with ScottishPower ’ A ik o 17;550 F 37,550 29:533i: 429533
Financial liabilities (e : : e
Deferred consideration R . - s 1,000:; 1,000
Borrowings: S S s o 1
- Short term e 161 3,900 3,900 2153 2153
- long term a 1 184,906 184,906 L AA02 i 4402

188,806 188,806 ... 6555 6555

Other financial’ ||ob|||hes
— Preference shares -

* Afair value-has not been-attributed to the £25,000,000.cumulative parficipating hon-redeerable preférence;shares.as the, Co_mpdpyl isundbleito, : ;.
determine, with sufficient refiability, a:fair value for:these shares as they dare not traded on: an open market, there is no'information: on.a: directly.
comparable instrument:and:the future cash Hows of‘ the: shares are d|fflcu|1' fo predlcf reliably. The.rights attaching to thesa shres are detailed in Note 21
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{e) Fair values. of finan¢ial assets and financial liabilities continued

The following methods and ossﬁmﬁﬁdhs@ere used to estimate fhe fcir vu|ues shown ofi ’rhe previous page.

Short term: deposits and’ ‘borrowings - The fair value of short term depos:ts, loans cmd overdruf"rs ond |ocm no'res approxnmm‘e to the carrying -
amount because: of the: short mctumy of theseinstruments, . T T R A

Deferred consideration - The fair value of the deferred consideration upproxmcx‘red fo carrying value g|ven the shor? ma'rurlry of these omounfs

Long term borrowings - In the case of financé leases their estimated fair value was based on the'book value as the finance leases were. -
renegotiated in the prior:year The fair value ‘of the ScottishPower loan account approximates to the carrying value as the loan is due For '
repaymentin less than two'years. The Directors consider it Unlikely that there would be'a agmﬁcan vanctlon between th ean
the setfement. value for bo’rh the ScohlshPower loan @ }ﬁ 't and the finance lsases. L

{f). Currency exposure

The table below shows the extent to whlch Group companies have net monetury assets and liabilifies in:currencies. other than:their local currency,
after:taking into: account the: effect of forward foreign:currency contracts, Forelgn exchcnge differences on retranslation of these, assets cnd ||cbc|mes~
are taken to'the Compcny s proflf dnd: |oss account : : :

Functional currency of operation ' S : Net foreign currency monetary. assets/(liabilities) e
: ; Gkt S ; . "US'Dollar EU currencies’ 2001 :
b . £000 " R000 L 27000
Sier|ing ' - e (729) 2,413 1,684:
Net foreign currency, monefary assets/(llablhnes) b
US:Dollar EU currencies 12000
: i . £000, ., /g £7000,7 i £000:;
Sterling’ o i i ol FO5 e AR 657

(g):Hedge accounting

pL 'hoses that are denommured in & foreign cur
fructs There wereno outsfcndmg Forward ontrccfs a heiy

exposure to g xchonge ra?e nsk by using forward »

o Hohilities zmd chgvges

At. 1 April " Charged Ufiliséd"durihg L AE31 March

. e .1..2000;; in the year ithe'year - 2001

Group and Compuny hif ‘ (- £7000 .- £'000 £000° " 27000
Other : ‘ L R : 680 = (514) ... 166 .
PUEP* o Gl 2 - e Thoahe 290
: 680+ 429 (5]4) o195

Other prowsnons for liabilities and chargesiare in respecf of legal dlsputes concerning defamation of character, frodemark issues:and other o
miscellaneous cases: Full disclosure under the provisions of FRS 12 “Provisions, Contingent liabilities and Contingent Assets” of the details of such’
disputes including the amount and timing of esfimated potential payments and the major assumptions on which these estimates have been based * + -
has not been' made on.the grounds that the Directors consider that such dlsclosure in-relation:to'provisions of fhls ncfure would be senously
prejudicial o the Company. : e -

*“The provision established in the:current'year is for National:Insurance Contributions. payable by the Company, based on ihe market valve:of the o
shares held under the PUEP scheme at 31 March 2001, in accordance with:the'requirements of UITF 25 “NationdliInsurance Contribufionson , *
Share Option Gains”,
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for the year ended:31'March: 2001 SRR
14 Dolerred ingome

Group e e :C;mpuny

~2001 2000 2001 2000
Governmicht GRaRta s P i g g R000% T e fep0i
At 1 April - U T T T ] .
Released in year . ] 7 s 2,25 e (2QY (290 0(29) -..(29)
At 31 March B i : i s 18 ] ik A 2 i '|3b AR

28 el

v funalinn

No provision for. deferred taxation ‘is:considered hecessary ot 31 March 2001, tince accumulated faxation losses are e>.<p-e;c‘f'e<':|‘to ‘6Ffsef_vq_nz)?_:‘révers‘_cxlb
of accelerated capital allowances: Toto|,pptgnﬁa|‘deferr,ed,(g tS)/'jlicbi]ities compqtgg_iﬂgtﬂthe foture: rate of corporation tax at 31 March 2001, of

30% {2000: 30%) respectively are-as follows:::. a

2 Group & Eompuny_ ‘

2001, T 2000 2001 ... 2000
N ] - g ok A £000 § £000 £'000 £'000;™
Accelerated ‘capital allowances ' ’ o : 30,596 219:324 30,697 19214
Other timing differences... .- s o : (38,991} (5:789)-1(38,985) | (5774)
Total deferred:tax:not.provided - i 8,395). 13,5350 " (8,288), 13,440
21 Bhare ¢
PR 2001 72000,
Nete v C£70007 £000
Authorised: by , . i
705,483,871 ordinary:shares of 2:5p each e e . 17,637 17637
30,000,000 cumulative participating nontredsernable preference sharesiof £1 sdich S e 130,000 30,000
: ST B : 47,637 47,637
Allotted, called up and fully.paid: e S ey
705,483,871 ordinary:shares of 2:5p each o ‘ 17,637 . -
25,000,000 cumulative parﬁcipating"nqn-redeemub|é-preference shares of ++25,000 1 25000

0 iA2,637 T A 7

Rights attaching to Participating Preferences Shqres

(i} Dividends .
The Participating Preférence Shares'shall.confer upon

ers thereok the right 1o receive: .~ :
Inpricrily to-the payment. ofiany, dividend:to the holders of the .Ordindljy_$hdres .o;fixédbump]qtiyg preferential dividend: of 10% per. anfum per... "
Participating Preference-Share (net of any-associcted:fox credit) pay arly in arrears on 30 April and 31 '(or the nearest business...
day after such-date} in ‘each year; and: o S S : gt i

In priority 5 the payment of any dividend:io the: holdets-oF the Ordinary Sh‘cres,‘éﬁVdriable»pcnicipdfihggdividend iof ,L%‘_on;the:dmc?tirit;qf’thé' :
Company’s annual consolidated. post tax prdfits:up to £50 million; 0.1% on the Compdny’s annudl consolidated post tax:profits:between £50 million
and £100 million and 0.01% on-the Company’s annual consolidated post tax profits in-escess of £1.00 million: R e

{ii) Voting rights . R e

The Participating; Preference Shares sholl confer ion the-holders:the right to receivé notice of and torattend all general:meetings:of the:Company: but
shall only confer: the right fo speak or vofe at any such meefings if the business of the meeting includes the consideration of a'resolltion for winding
up the Company or modifying, varying ‘or abrogating any. of the rights or privileges attaching to the Participating Preference: Shares, or if any part -
of any dividend payable in:respect of the Participating Preference Sharesiis six months or more in-arrears. For any:resolution.on ‘which holders of « -
the: Participating: Preference: Shares-areéntitled to:vote, each: such:holder: presei in: person:shall; on a show of hands, haveorie vote and;.on .a poll;
each such holder presentin-personor by proxy, shallhave one vote in respect of every £1+in-nominal-amountof Participating Preference Share of -

which he is the holder. i
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Rights attaching to Pétticipating Preferences Shares confinved

{iii)’ Distribution of assets on llqmdahcrl or other return of capitdl :
In the event of a winding up.of the Company or other-return of capital.(except on conversion, redemphon or purchuse by the Company of any of
its:sharas), the assets.of the Compqny c:vcnlc:b|e for dlsfrlbu'non among the shareholders shall be d|v1ded inithe following manner and’order. -

of priority: :

Firstly, in paying fo thesholders of Pcrhapahng Preference Shares all'ungaid arrearsand accruols of dividends (whether or not such unpcud arre
and cccrucls have become ‘due and payable)-to-be cc|cu|ated down to and |nc|ud|ng the. dafé ofretirn:of capu’ral

5ecc>nd|y, in paying:fo the holders of Parficipating Preference Shcres asum: equo| to the: capital paid up-or credlfed as pc:d upin: respect of the -
Participating Preference Shares held by them respechvely, ’ S

Thirdly, in paying to'the holders of the Ordmary Shares a sum équal paid' up or credited as paid up in respect of the Ordinary Shqress_He|d by }hém;
and B ‘ ki B : =
Finally, in paying any surplus fo the holders of the Ordihury Shcres cmd the Porhc:pchng Preference shares; 0 5% of such. surplus beir_rg paid:to the::

holders of the-Participating Preference Shares and 99.5% of such surplus being paid fo'the holders of the Ordinary: Shares rateably in dccordance: =
with the amount:paid:up:or.creditedias paid up on the Participating Preference Shares and the Ordinary shares held. by, hem respectively.

ey

2 Profiy pnd loss areount

“Profit and

. ‘loss:account -
{a) Group . : S Mo Ser000
A1 April 2000 i ey e e i : o {2 422)
Retained loss. for the year v - : T : e S b (68 078)
Reversal of:appropriation of Preference share dividends ey L R e e 8 02 500 4
Currency translation differences on overseas nef assets IO oy SR e 304
At-31:-March 2001 L = LR HE : D (67,606)
‘ o e - Profit and
; i S A loss aiibiim
(b) Company . S L s o ST i N . tl.__l)_
Af1 April2000 ' o : ; ' : ‘ e - {1,684)
Retained: loss: For the: YEQr . - i ¥ SRR N g A D T e R P AL, (67 332)
Reversal of appropriation of P Ference share leldendS' Con e ’ g 2,500
Currency translation: differences on-overseas et ‘assets e ) 96

At 31 March 2001 o e it «’(66,420)?’:

() As permlﬂed by section: 230 of the Companies Act 1985, the Company hcs not presenred ifs‘own: proﬁt and loss accounf The Compcmys profit:
and loss account was cpproved by the-Board. on 30 Aprs| 2001, The loss for the:year was £64;832,000 (period o 31 Mcrch 2000 £'| 697 000)

2d Minorte intersst i
St

, ! e et 000
Equity minority interest i i S . s FR A ,
At 1 April : ' ~ ~ S : S A2a2) e (182)
Transfer to profrt und loss account : - Bk - {1,073): {30)
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for the year ended 31 Murch 2001 L

TNy

By is of cosh fiows

- . 2001 : 2000
{a) Returns on investments and:servicing of flnunce st L E1000i . £000
Iriterest received: [T 5 B g R i ’il“ 394 - " i
Inferest paid (8, 366) S, ]30]:‘
interest element of finance fease rental: puyments N (401) (612):
Net cash outflow for. retirns:on investments: und servmng of flncnce o (8,378) i 10,357)
{b) Capital expenditure and flnuncnal lnvestment v s
Purchase of tangible and intarigible fixed assets (170,176) ,(] 29; 463) :
Purchase. of fixed asset investments : {24,250) »
Sale of tangible fixed assets 2860 4 982

L

Net cash outflow for capltal expendlrure and flnanclal mves!ment

(c) Acqunsmons

(1,000)

191,966) .

{124,481)

i ,oo_é)“'

Acquisitions ) A i : ‘ R
Net cash outflow from:acquisitions ‘ {1;000) - (1,000}
{d} Management of: liquid resources® ( > i
Funds deposited:with ScottishPower . | " 4 511,983 0 [29,533)
Net cash inflow/(outflow) from manugemenf of hqmd resources 11,9830 T129:533)
(e) chmcmg SRR
Issue of ordinary:share capttcﬂ 1 , =i1327,000
Expenses paid-in connection with issve 6f ordlnory share ccplral S = {17,063}
Issue of preference share capital : - = 25,000
- 334,937
ScottishPower loan account: 180,600 169,828}
Loan notes 2175 1385
Capital element of finance lease rental paymenfs (212)° (2:074)
Increase/(reduction} in debt 182,563 (171:51.7)
Net cash inflow from ﬁnuncmg 182,563 . .:163,420
*Liquid resources-comprise funds on: deposn wﬁh ScomshPower whlch are repayab|e on‘demand.
25 Hecovaifintion of sperating ks *a:s m:*r cush Nma;wf{om o] &@M‘me@ﬁnuiﬁg oparaiing adiv
2001 2000
otes £7000 50 b 127000
Ogerating loss ; ~(57,956) 1:(8,958)
Depreciation on tangible fixed‘assets e 35,359 21968
Amortisation of intangible fixed assets 2% 11,182 1,247
Loss on disposal-of tangible fixed assets 2 438 - 71
Release of government grant deferred i income’ " 2k (29) (29):
Movements in: provisions for. liabilities and ‘charges {485) (781)
{Increase)/decrease in. stocks ; {2,061) 793

Increase in debtors
Increase in creditors

Net cash mflow/(oul'flow) from conhnumg op r fim; acti\':l'ihe’:’s"‘

officosts for
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e 2001

2000

'£7000" 2000
DeFerred consnderuhon ( 1,000} T,000)

There were-no ccqursmons in the currentor precedmg Flncnctcﬂ yecr The cash ourﬂow in respect oF ccqursmons represents pcymen’rs of deferred

considerations,

o Cashflow.
e €000} £:000
Cash .ot bankiand inhond 15027007 R4 960
Overdrafts. (556) 312
Loan notes = die within one yeur - 188 {1,385} i 2,175 {3,560}
ScoftishPower: loan ‘account = due affer one year o Rden = (1801600Y - +(180,600)-
Finance |eases Tokii24s (4,614) 212 0 (4,402)
« : 5000y (182,563) = i(188,562).
Funds.deposited with:SéottishPower: i+ 29533 (11,983} 17,550
Totail L 24502 (192,274)  (167.772).
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The Company purhapc:’res in-four deﬁned beneﬁt pension schemes and one defined confribution péhsiohschermie operated by the StotishPower
Group. The amaunt:payablesto each:defined benefit scheme by Thus ple is defined:in the Pensions: Agresment be’rween Scoftish Power UK plc ond
Ths ple and-isknown as the. Adlusfed Regular Pension Cost. The cc|cu|olg9 is based on the percenta hares i
ScoffishPower and the:regular pension-cost and scheme rate defermined by the actuary for each pension s
contribution scheme are based on age and range frgzm 3% to5 nable sola A churge of:i: A of sqlcries is cdded to cover odmini;trctiqn i
expenses for all schemes and: puld fo Scottis P‘uw T ’ PR N TR '

o

The defined benefit schemes are valued every:three yeors bya proFesswna”y quullfled mdependen’r ucluc:ry The actuary defermmes the Ievel oF
contribution:required fo meet the benefits for each. scheme .

Details of each scheme and'the adjusted regular pen;non cost.are as follows:

‘ e S : Ad|us|‘ed Regular'
Pension Fund 7 P e Scheme Type ~:"Pension ‘Cost"

ScottishPower. Pension: Scheme R R PR o Defined benefit. . LHTT48%
Manweb Pension. Scheme ik i Defined benefit R 2 112.00%
Southern " Water Pension: Scheime T Vi : : Defined benefit , . »:' SOE53%
Final Salary LifePlan e ' : S Defined benefit IWSINN i 11, 40%"
Money Purchase LifePlan R o Defined con'rribution : 3100% =5.00%

The ScottishPower, Manweb. and:Southern: Water pensmn schemes are closed fo hew entranfs. New employees |om|ng Thus:ple:r moy be ellglble for:
the Final Salary LifePlan or the:Money Purchase LifePlan; subject to thelr contract:of employment:

The pension charge included.in the financicl information |s,as~Fo||ows. g1

B iy i £:000::
Pension Funds e e o s
ScottishPower’ Pensnon Scheme T e e T T e e L S T ~523
Marnweb Pension-Séheme: - OB
Southern Water. Pension Scheme::« 3
Final Sclary LifePlan: 508
Money Purchase LifePlan 129
Other schemes ‘ i

e 3;130 111261
Full details of the pension-schemes can be found in the Annual Report and Accounts :of Scottish Power ple, ’rhe ulhmote pc:renr compcny rof
Thus ple. ¢! : : A
Copies of the ultimate parent company’s consolidated Accoun'rs may be ob}cmed from The-Secretary; Scoh‘lsh Power ple, 1 At|cmhc Qucy,
Glasgow, G2 85P. S o
2% Finandnl cormmitments :
e : 2000 £42000+

(a) Group analysis:of: annual’ commnfments under opernhng leases o el e 21000 £000.:

Leases of land:and'buildings: " ‘ S . L
Expiring within ‘one year.. . = N ‘ i o S 200

Expiring between two:and:five.years’ |nc|u5|ve PRI A 2,552
Expiring in. over five years 7382 - 450
10,138 5825

Other operating leases

Expiring within.one year o
Expiring between two and five years 1nc|usnve
Expiring in.over five.yéars -

(b)vCapitul commitments:. S BE SO . L , o
Contracted but-not provided: . K L , o i 12,465 . . .31/120

5 0 Thss




0 K’e%m?wﬁ [te :“ry a'mwsm:?iam

in the prior year, Thus and ScoHnshPower enrered into Relahonshlp agreement under which they agreed fhat all transactions cnd relohonshlps w
.any member of the Scoh‘lshP’owerv Group and any member of ihe Thus Group are fo be atarm’s length and ona normol commercnal basis,

Thus contirives fo use certain assets and resources of ScoﬂlshPower and prowdes servnces fo Scoh‘lshPower Sco’rhshPower continuesito prowde Skl
cerfain services o Thus: : . i

The principal-agreeménits entered info by the Company with SCoh‘ishPower are summcri§ed beiow; : :. _

{i): ‘Agreements. relating to the use of asséts of the SepﬂiEhi’ower Group

Fibre: Agreement : : :
Thus: uses-fibre-optic cable: msfa”ed on: Scoh‘rshPowers overhecd electricity:infrastricture:as rhe backbone of the Companys nefwork in-Scotl
The Company has been.granted a 20 year licence to use optic fibre installed.on ScoftishPower's network. In addition; Thus has been grcn’red‘the
right of first refusal for.a period of ten years:to install new optic fibre on ScotishPower's overhead infrastructure. and o use existing optic fibre on -
ScottishPower's overhead infrasiructure not currently used by the Company. An annuallicencs fee for each optic fibre is payable by the Compony
per kilometre: The:Company will also be!liable for maintenance charges in respect of any new optic fibre that it |euses or has installed on. 'rhe
ScottishPower infrastructure.

Thus requires a-number of consents from third parfies in ofder to operdte the opfic Fibre Thus licencas from: ScottishPower. THus i
reimburse:ScottishPower for-all payments which-relate to:the ptic fibre licériced by Thus as well asifo; pc:y ScottishPowe
fee for maintaining the consents on the Compoany's behalf.

e

Master Lease Agreemenf A : ‘ :
in addition. to. the licenced optic F|bre ientiohed above; Thus uses space in-various premlses of the ScofhshPower Group fo accommodote and:..
operate telecommunications eqmpmem i

This: ogreement prowdes pnmarlly For Thu o Use certain frademarks and I_" ds svined by. chﬁi;hEpwe T agreemen
ScoftishPower is no longer the: ma|or|ty shcreholder of Thus Thereafter royahies wi|| be agreédzzbef\)/eeh' the parties.

(n) Agreement for the conhnued provision of services to.the ScoﬂlshPower Group by Thus :

Strategic Network Facilities Managemenf Agreemenf (excluding ScomshPower Soufhem Water: Group zcompames)
and:Operational Systems Facilities Management Agreement (ScottishPower Southern Water Group: companies)

Thus.provides to.ScottishPower Group companles facilities management and other: related:services in respect of the sirategic’ te|ecommun|cahons
network used by ScottishPower Group companies to monitor, confrol, protect and operate their: electricity infrastructurel ScoltishPower pays fees on
a basis consisten with the charges levied by Thus for any other customer forsimilar services. The Operational Systems Facilities Manogemenf o
Agreemen'r is.in all material respects onithe same terms as the Strategic Network Facﬂmes Management Agreemenr

rvices:to-the:ScottishPower Group:.*

Call.Centre Systems Facilities Management. Agre ent e
The agreement provides for facilifies manugemenf services in respect of the Facilities used by ScoﬁlshPower s Energy Supply D|v15|on atits;contact
centres in England and Scotland by Thus. . :

(iif)’ Agreemenfs for the continved provnsnon by S:omshPower of servnces to Thus

Transitional-and Admlmstruhve Servnces ‘Agreement :
ScottishiPower provides Thus with a number of administrative services for examp!e payroll services, insurance; human resources, pension support nd
vehicle purchasing and leasing: The provision:of fhese_servtces together with the costs to be borne by. Thus are’covered as part of this agreement. .,

Information Systems Support Services Agreement .
ScottishPower’s joint venture with SAIC, Calanais Limited provuded This w:'rh o.variety of lnformahon Technology support seryices: On:23 Morch
2001 ScottishPower disposed-of its-50% holdmg in:Colanais Limited; as a-result it-ceaseditorbe o joint venture from this dore
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{iv) Other agreemenfs befween Thus and SéoﬂishPower

Revolving:Working Ccpnal Facility Agreemenf ¥ ; : :
Thus entered into.a facility.agreement with ScoﬂlshPower whereby ScohlshPower has ugreed fo provnde Thus WIth an unsecured revo|vmg loan
Facuhfy Loans made under the cgreement may. be opphed fowards the generu| corporate purposes of fhe Group Further details reluhng tothe: i
agreement are contcmed within Note 17 SRR . G

Pensions Agreemenf : :
Under the Pensions Agreement Scoh‘lshPower sets out the terms on which Thus is permmed fo continue to parhcnpai‘e in.the ScoﬁlshPower pensxon
schemes. The agreement also:sefs‘out arrangements for 'rhe establnshment by Thus of o[terncnve pension. orrcngements fo||ow1ng the cessahon of
participation.in the ScottishPower scheres: e e i

Provision of Benefits Agreemenf :

ScottishPower continues.to. provide: Thus.employees with & number of beneﬁfs available to ofher ScottishPower Groupiemployees; which:Thus:
traditionally received:as part of the-ScoffishPower Group, for example the receipt of discounts:on electricdl goods purchasedin: ScottishPowet's:retail
outlets and the.use of learning facilities runi by ScottishPower for the benefit of their employses. »

Counter Indeminity:Agreemeni ™" ‘ : R e 7 e
ScottishPower-has provided guarantees: m}relahon toi cer'rcm obhgchons of Thus:, SccsﬂlshPower may. be required to mdke paymenrs underithe’....
guarantees. Under: this:agreement: a: counfer |ndemn|fy is given by Thus in favour of ScoﬂlshPower n respecf of ScofhshPowers obhgahons under T
the guarantees. N S (

{(a} Trading:transactions:and: buldn’césiarisiné in(lhe“ nojmﬁl ibﬁrse of bysines.si &

Scl]g# to/(purchases)
: s ; G : A i from other.
(i) Sales to/{puichases) from other Group companies in the year s : o5 . group ‘°"'P°2'g;; ’
Related party. : Related parfyvrelaﬁonship to:the Group e Yige00 000,
Sales to related pdrties : : . T
Scottish Power UK plc - " Parent Company - F 20,326 21,587
Manweb plc 100% subsidiary of parent Compcny CoEn 2;170 146,670
Southern Water ple 100% subsidiary of parent. Company: : ‘ 5,049 “.7,805
ScottishPower Telecommumcohons (Services) Limited® 50% owned subsidiary underfakmg of:parent; Compony - 65::
: : 77, 545_- 36127

Included within the anvé sales to Sﬁoﬁishé;:Wer wcsf§23,9§4,000 ('ZOOO £26 233 000) For ’rhe Facﬂlhes Mcnagement confrcxcf.- P

Purchases from related:parties s i . R e e
Scottish Power UK pl¢ » : .. Parent Company, (6,764) {11,221

Manweb ple : 2100% subsidiary. of parent Company.. £ , (488) ... (373)
ScottishPower. Telacommunications (Services) Limited* i::::150% owned sub5|dlory undermklng of purent Compony =i i (7.20)

(7,252)" (12,314)

*ScottishPower, Telecommunications. (Services) Limited was sc;H _inNovembér' 1999.
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(a). Trading transactions and,’balané_e/s darising in the normal course of business continued

. A}nnu\nts dueis ‘

: : from/(to)other

(i} Amounts due from/(to) other Group.companies at fhe year end : : group companies

: ’ i 2001 7 . +12000:

Related party : ‘Ri=luted parfy relahonshlp to the Group:' Nates £000 000
Amounts due from related parties L L e R
Scottish-Power UK p]c “Pdrent:Company: 9,589 4,091

Manweb plc ' L 100% subsidiary.of parent Company 485" 3,137
,Southern Water:ple: smemeepens e Weeni100% subsidiary, of parent:Company i 141G d 357
N ,. SRR ecE - : 585,

Amounl's due to reloted purhes

Scottish:Rower, UK ple: . . = ; Parent Company o {1,005) 461).
Manweb-plc ’ 100% subsidiary of parent Company. oa): ... (77
Southern Water plc S 100% subsidiary of parent Company. : e a8y
’ i - : 15 (L109) T (2,706)
-(b):Funding transactions.and bulahceg-gp;ising in the normal course.of business. o
interest (pﬁf&ble) :
to/receivable from
- .other group
companies'in the year .
, - : e 2001 2000
Related party L s Relafed pclrfy relahonshlp 1'o fhe Group hisies £/000 o '£’000 :
Scoftish Powrer UK: ple ' : R Parent Compcny 2 B
-.Loan account . . i S b SHT026) 5 (10 723)w
= Finds deposited with ScoﬂlshPower ! Sibt 384 i 86T
- Fee for extension/establishment. oF revolvmg worklng e
capitalifacility i {250)- 00 (100)
- Loan: notes : S (GO “(37)
- Commitment fee for revolvmg worklng cqpntcﬂ facility:: .. Bl (1,587) -i(484)
- Fifiance leases sk “{A0T) . (612):
ScottishPower Te|ecommun|cohons {Serwces) lelted‘ 50% owned SUbSlCllOr)’ undertakmg D :
of pcrent Company 5 e R
*ScottishPower Telecommunications. {Services): Limited was sold in November 1999.
Arounts due
-from/{to) other
; : group companies
S : R e T T 5001 «
Related party . - : v Related party relahonshlp to fhe Group:.. 2000
Scottish Power UK ple e Parent Company SO
- Funds deposited - . 17,550 29,533
= Loan account 14 -(180,600) T
- Loan.notes i +:{500) (500)
- Finance lease §i

(4,802)+  (4,489)
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31 Braployee shory sthensas:
The Group.has six types:of share schemes For employess: Ophons have been granted o ellglble emp|oyees to-subscribe for ordinary shares in
Thus plc in occordance with- fhe ru|es ofeach scheme

Employee Share Schemes

Employee Sharesave Scheme. .

Under the Sharesave-Scheme, in niormal arcumstances, share ophons are exerasable on complehon of:athreeor, five year: save:as:you-earn
coniract as appropnate Where dptions are ||n|<ed to:a ﬁve year save:as:yoy-earn contracf employees can e|ed fo recelve fhe maxlmum bonus
by de|ay|ng exgrcise of the ophons fora forther fvo years ‘after the énd of fhe con'fracr -

RO b

Executive Share Opflon Scheme : : ;
The Executive Share Option Scheme applied fo, certain-senior managers and was split into: two: parts. One. part was used to; grant opflons ona:,
non- opproved basis: oufsrde rhe Inland Revenve hm:ts and rhe other. wos used fo: granr options on.an: approved bosrs w;rh'n_ Inland Revent s i mn_s

limited- so-that:subjectitothe grant.of replacement ophons 'rhe aggregate
any-ten-year- perlod will-not exceed four. hmes annual earnmg'

financial year Fo“owmg In addition; options will be:split:into: two halves One halfiwill not normally be exercisable unless the Companys Tofal -
Shareholder return (TSR} ranking at the'thirdianniversary of the igrant is above the median-for the companies whowere constituent companies of
the FT-SE 250:Index:on the dateiofithe. grant: The other; half wilk not: norma”y be exercisable unless the Company’s TSR renking ot the third:
anniversary. of the, date of the: grant.is: above the median forthe companies who were ‘constituent companies ‘ofithe Telecommunlcahons sector as
classitied by the FT:SE: Actuaries. All Share: Index af the date of the grant. TSRis the dggregate of the share price growth and leldends paid: This
scheme was replaced-by the Thus:plc Dlscrehonary Shiare Ophon Scheme (2000) and as-aresull; no furrher ophons will be granted under the

Executive Share Option Scheme: ‘ o : : i

Thus plc D|screflonary Share Ophon Scheme (2000) : :
The Thus ple Discretionary Share Qptiori:Scheme:{2000] was! esfabhshed in the'current year. The Thus plc Dlscrehonary Share Ophon Scheime
(2000} is used to grant employees opticns on an; approved basis within Inland Revenue rules as well as on a non-approved basis outside Inland
Revenue limits: Each mdwndua|’s parhupahon is llmrted so that the number of opflons granfed n any twe|ve monﬂ'l perlod does not exceed 300% oF' :
base salary. ‘ s : : = = » :

Participants only benefit.under:the scheme if demandlng performance 'rargets e mit, In this respect, the exercise of ophons is sub|ect fo the
Company's total shareholder return:(TSR) belng at;least medion Foritwosthirds of the shares.inder option;:the:comparator. group:is:the FT-SE:
Telecoms sector, with 50% of the shares in this:part of the option:being exercisable forimedian performance against this comparator:group: risingion: -
o stroight-line basis to full vesting for upper, quarhle performance The remaining onetthird of the sharesiunder oplion are exercisable dependenton
the Company’s performarnice against.the companies' comprising: the FT:SE250 Index {excliding telecommunication's, companies)..Again; 50% of the
shares in this part of the option are exercisable for medlan performance against Tl’]IS comparator group rlsmg on a'straightline bc1515 tofull vesfmg
for upper-quartile performanice. v e . «

If the performance targets have not-been satlsﬁed infullion the third anmversary of the grant: of the option, the optionis may be retested on two
further occasions (being the fourth-and fifth anniversaries of the grant) To fhe extent that any: parf of the options have not been vested by that’ date;
they will lapse.

The performance condition does ot apply to the granf of 2,000 opﬂons fhaf were made to:all sfaff (wrfh fhe excephon of fhe Executive Dlrecfors)
on 6 December 2000. .

Thus plc Performance Unit Equity Plan “ k o
The Performarice Unit Egity Plain {PUEP) ws established for: f‘he Executive Directors at ’rhe time’of the' ﬂorahon (Mr Allan;:Mr:McAloon aird: Mr Male): -
and certain serior managers. No consideration is payable by the parhclpanrs The Thus ple Emp[oyee Sharg Trust holds suFFIclen'r ordinary, shares to
satisfy the entiflements under the-PUEP.

UK Profit Sharing Scheme ‘

The Thus ple UK Profit Sharing: Scheme wasiestablished as part:of the. arrangements:for employees to acquire ordlnary shares under the Employee
free share offer-on admission toStock Excharige listing. The profit sharing scheme' has been established under o trust deed entered into by the
Company and’the trustees. The Remuneration Committee will deternine the ambuntior: percentageof profits: that:shall be available for the acqmsmon
of ordinary shares. The scheme provides various;alternative bases of allocation of ordinary. shares dmongst employees onid fixed basis: oriin
accordance with the rélative salary or length of service: The' maximum value of ordinary shares allocated to any: participant under the proﬁt sharing
scheme in any tax.year may. not exceed'the maximum from time:to fime permitted by the [ncome: and Corporation:Taxes Act 1988 :

The ordinary. sares:received thréugh'thie. proﬁf sharing scheme will be Field: by the trustee for:a:minimum period of two years: Forthe following:
year, the trustee will: continue to:hold.such rdinary shares unless the employee concerned ‘wishes: 16 sell or.otherwise dlspose of them and ihereaﬁer
will transfer them o the-employee. : :

Ordinary shares may, at the frustee’s discretion; be transferred to g parhapan'r or:sold: on-his behalf. at/any:time:pricr o the ‘normal release ‘of such
shares to the participant from the trust, to_satisfy any: tax liabilify.that nay arise:
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Overseas Profit Sharing:Scheme:

The Thus ple (Overseas) Profit: Shanng Scheme ‘was esfcb
subsidiaries who.areiresident in the Ne’rher|cmds to acqui
It isinot:approved bythe UK Inland Reverive: The terms o

i) ordinary shares received through the. Overseus sc

ished as parr of the arrangements For employees of the Company and ifs purhcnpuhng L
re ordinary shares in the Employee free share offer on admission to'Stock Exchange listing.
this schemaidare broadly. similar to the Thus plciUK Profit Sharing Scheme except. that:

heme will not be held by the'irustee following the two year period of retention;

i) ordmcry shares allocdted under the scheme; mcy, ot the frustee’s discretion be fransferred to o pcrhmpcnt or:sold on his behclf at any hme -

prior fo the:normal release of such shares fo the participant From the trust, to:satisfy ainy-tax liability thct may arise ecxr|y

Ths: plé‘

: ":Overseas TFus ple
Employee; . Executive:; . UK Profit Profit Discretionary
(a):Summaryof Sharesave!.: “shars Option: Thusple . Sharing;. . Sharing:” " Share!Option Ny
e inshe Scheme’ ¢ .- Scheme PUEP. -1 'Scheme “Scheme: Scheme (2000)° | i Total
movements. in:share i (number-of : ;i #:::x4 (number of (number of “lrimber of “+ H{number. of “(number. of S umber of
options in:Thus pIc shares' ' - shares 000s) shares:000s) shares:000s}):: shares 000s) “ 7 “ishiares 00Qs) thares 000s) shares 000s):
Qutstanding at'1 April 1999 : e Hias = i a3EE i R e s e
Granted : 1,032 41,026 1,439 146 0 £ e B 13,647
Lapsed = (471 - s - =i (47)
Outstanding af 1: Apr|| 2000 1032 Q79 1,439+ 146 4 S 3,600,
Grarited : - 3,428 - i - 13,789 .. 17,217
Exercised - TR . SR (e80T &% & nE
Lapsed . {518) (1,144) (179) = = (815)
Outstanding at-31:March 2001 ~514: 3,263 800 +-146 Ay 12,974
(b) Anlysis of share options B N, el vl
outstanding at 31 March-2001; S grant s participants i1 (000s) fperice): L I iNormal exercisoble daté
Thus.plc: Employee Sharesave Scheme 16.11.99 347 54 272+ 8 Fe“b“2003 = Feb 2007 |
Executive Share»Optien Scheme Sy s o :
IR:approved 16.11.99 4] 3 . 5340
Non:IR:approved 16.11.99 L2070 »295 310 ov 20
IR approved _ 13.06.00 175 ! 079'7.. o Jun 2003'= Jun 2010
Noii IR ‘dpproved” - C 130600 e B4 . 326 Jun 2003 Jun_ZO]O
Performance Unit Equity Plan (PUEP) »b 22:10.99 6L U800 Nib - "Nov 2000 May 2003
UK Profit:Sharing:Scheme ‘24.1] 99 1,822 146 Nil Nov 2001 - Nov 2002
Overseas Profit Sharing Scheme L i
Non IR approved 24:11.99. 49 w4 Nil Nov. 2001
Thus plc Discretionary Shure Ophon
‘Scheme (2000} :
Executive Grant :
IR:approved .28:09.00 2 43 i 4T
Non'IR -approved 28:09.00 " ;] 2 319 : ]‘“
IR-approved - ,,,_,f‘oé_]'z‘.oo_ L AT e e e D B0 e D
Non IR approved 06:12:00! 117 4,14]
IR approved 201200 ] 2 72 Dec 2003 - :
Non'IR approved. 20:12:00 ] 958 72 Déc 2003 = Dec. 2007
IR approved 14.02.07: 4 54 72:: :Feb:2004 - Feb 2008
Non:iR.approved 14.02.01: 7 3 104 72 Feb 2004 Feb 2008
All.Employée Grant: gl : : : - e
IR approved +06:12:00 22,325 47484 72700 Dee 2003i- Dec 2007?:
Non IR approved 06:12.00 72

159

+318

i Déc'2003 = Det 2007
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churs’ wrovdemeents gnd interests

{a) Policy : : :

The Remuneration Commiltee is, responsible for. making recommendations to the Board on Vthe Componys remunerdtion policy. The oblechve of Thus's:
remuneration policyis to ensure that the rewards for execitives and Directors cHroci cnd retain executives of high quality, who are incentivised fo
achieve performance which exceeds thatof competitors: Furthermore, the objective is fo ensure:that incentive schemes are in line with best practice
and promote the inferests of the shareholders. The Remuneration'Committee determiries the: detail ofiedch-executive’s remuneration package:

{b) Total’ emoluments: g iy i i b SRR S T

The following table prowdes a breakdown of \‘he total emo|uments of the Directors of the:Company: in:officg diring the year ended

31 March 200%: The figures shown forithe!prior year represen} the emoluments of ihe Directors inrespect ofthe period from thelr dafe of
appointment to 31 March 2000. : :

1 Oa 1999:to

ol s e LA SIS D el o < ‘Fullyear. .31, Mdr, 2000
Basic salary, Bonuses Benefits!in. kind ] Relocation - Total 2001 . Total 2000
L £ £ : £ : FREES s S e
Executive Directors ) ; o ) . i > I L
William Al w1 255,000 00 o mren182080 s e = 268,228 134,389
Gerard McA|oon (reS|gned 13 Jult 2000) SR 46446 e 3,425 Vs 49,871 N 98734
John Maguire (appointed 18 Dec 2000) L 53226 0 el 0 1235 10,0007 64,801 ..
Philip Male - , 200000 ST igges = 7218893
Non-executive Directors (fées and expenses) . ... ; : N i
lan Russell -~ = ShmEer = Bl T
Charles Berry i - = e = v = e
Roy Brown {appointed 4 Jan-2001) P = B = 7,258 L
lan: Chippendale g u LiLE 30,000 * ‘
-Jo.Connell (appointed1 Jan 2001) el : O B o 100 Cehe 7,500 07
‘Michael-de Kare-Silver:(appointed 22 Sep 2000y . e e - Pslt 375000 =
Jonathan Solomon. {deceased 21 May 2000} i e i em, Lo a194 26,710
The Right Hon. the Lord Mackay of Drumadoon'@C. ’ C ' : o R 1 e T
(resigned 14 Mar 2000} : g TR e - . - - 25750+

Total : v T aa24 36,781 10,000 . 667,905 403,434; 1

The following table:provides: an:analysis of the total: remunerchon paid’io the Executive: Directorsiof the Company in respecf of their services elfher
as Directors of the Company forthe year ended 31 March 2000 or as Directors.or employees of any ScottishTelecon Businesses. during the 'year .
ended 31 March 2000. '

Basi¢-Salary i Bonuses. - : Benafitsinkind Total 2000

g o el ¢
Executive Directors : : oale Ly Pk L : T
William Allan ‘ L : 165,000 38,250 ]2 ]42 215,392
Gerard McAloon TN LT R T LR U TI2,000: 27,000 0T 6,865 145:865,
Philip Male - - 120,000 27000 . 8818, 155818

T 397000 - 92 250; 5 7.0‘75_1»
Mr. Russell cnd Mr. Berry. do o, recewe‘
of Thus plc ) .

Full-details of the emolumenfs and.interests of Mr. Russe" and M
Annual Report ard ‘Atchints of Seottish Power. ple.

The emoluments-of the hlghesf paid Directori(Mr. Allan): excludlng pension: confnbuhons were:£268,228 (2000: £134 ;389): Pensmn confnbuhons -
made by the Company: under approved penswn arrangements f for Mr. Allan amounted to:£10;877 (2000::£3,981),

During the year, Mr. McAloon resigned as a Director of the Company. Mr. McAloon had aiservice contract with the Compcny terminable by the
Compcny, or the individual; on one years notice. The Company paid Mr. McAloon:compensation forloss ¢ officeof £264,227. This represents .
one year's salary and benefits.and includes: £63,000:in relation to holdlngs under the ScottishPower: Long Term Incentive Plan: Inaddition, £'I 3,617
was paid to-the ScottishPower pension scheme on-his behalf. :

(c) Directors’ pensnon benefits ‘
An overview of the pension benefits provided fo all Execufive Direclors is set out i the Report of the Board on Remuneration on pcge 24:
Details of pension benefits earned by the Executive Directors durmg the:year ended 3] March: 2001 ate:shown below

" Transervalue

of increases

Additional R ERTER after indexation . ,
; perision bt : (net of

Transferred S5L earned Accrued: ; . directors’

o N e - in:bengfits in.yedr.: enfitfernent; -+, cotitribution)

Defined benefits:pension scheme as at;31/3/2001 ... L e g IR ‘ £

__Execuhve Directors o L ‘( o T - N

Gerard McAloon (resigned: 13 Jul 2000) I Nil ’ 428 1,206, . i 2758
John Maguire {appointed 18 Dec 2600} g e Nil 448 A lB 2,196
Philip Male : ; Nil 1,519 02,234 6,987
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Ar A||0n) was, £2 297 {2000: ?761)

il annuolly o refirement based on. service fo the end of th y_eor ossumlng,no
sniributions or the

(i) The pension enhtlemen’r shown is fho’r WhICh:WC)Uld be
retirement at age 637 Meémbers of the scheme have the ‘option 't pay: additisnal valinfary contributions:; nelther t
resu|’nng beneﬁts are mcluded i fhe above fcb|e

i the Flnonce Acr 1989 Penston enhﬂements whlch cannof be prowdedi
through the Componys approved schemes. due io the earmngs cup are provnded through unapproved pension orrongements The pensnon
benefits disclosed above nnclude approved: and unapproved pension arrangements.

(iv). The increase’in accrued penmon durmg the year allows for an increase:in inflafion:of RPI asi meosured at2.9%.

(v} The transfer value has: been colcu|ufed on the b05|s of actvarial odvnce in occordance with Actuorlcﬂ Gmdance Note GN11; |ess
" director’s* contributions: SR,

(vi}’ Trcnsferred in beneﬁts represenf pensmn rlghfs occrued in respect of prevnous emp|oyments

(d) Directors’ interests-in shures und shure ophons E : :
The interests of the Directors in: the shores of Thus ple at the beg:nmng of the yedir,:or date of appointment if later, and the end of the yeor
were as follows: , :

- Qrdinary. shares .,

asiot”
01.04.00
Sl ordaieh
31.03.01: . o7
Chairman. and Executive Dlrecfors # : SERRNY SR i - T e
lan ‘Russell R , [ R S et 10,0005 T
William-Allan e ; ' S 54,528 i
Johkn Mogu;re (oppomfed 18 Dec 2000) (O NGt o ; o L R i
Philip Male. : e SO it AL SR .27.369
Non-executive Ditectors: PR e !
Charles Berry . : 1,000 .
Roy. Brown {cppointed: 4 Jan 2001) g S i e
lan Chippendale - i ' ’ i 23,225 3,225
Jo.Connell:(appointed :1.Jan . 2001) A L ' 17,000 07 Ui o
Michael de:Kare-Silveri{appointed:22 Sep 2000) e i U e 50000 T =
,,,,,,, : : ‘ ' B . Share ‘opﬁons" :
NS : ; . Thigple: "
: i Executive e L it 0 This] ple ; .. | Discretionary, N
Employee; *asat i Share: T aga . “asat Profit.. as al: -Share option ;i g at :
Sharesave 01:04.00 i 'Option 01,0400ty - 01:04.00 Sharing 1 0104007 | L schema i +101:04.000
Scheme..  oridateiaf .. 1 Scheme or ‘date’of: *PUEP or déteiof ot Scheme: i o of date of ©...:(2000) . oridateof ¢
31.3.01  oppointment

“731.3.01 " ‘appointmenti 1}, '31.3,01"  appointment /31:3.01:: cxppointmpn) 4313.01 appaintment’

Chairman and
Executive Directors:
lan:Russell

William' Allan

Johin Maguire
(appointed 18
Dec,2000).. . .

- 252,982 337309 80

PhilipMale ... . . - 2,136 " 2136184 ..=..133,932 178575

Non-executive

Directors * - s ) .

Charles:Berry = TR = i - by i = - R
Roy:Brown . L : e e : B U
{appeinted 4 Jan 2001) — T = - =0 - - =i
lanChippendale S =0T - - T = At = s
Jo.Connell L : ) : . :

(appointed 11Jan:2001). . . fie = - = S

Michael deKare:Silver -
(Gppomted 22 Sep 2000)

*The Directors were enhﬂed o acquire 25%:of fhe shares: under the PUEP w:fhm six months of the first-anniversdry-of-the:admission ito
Stock Exchange listing: A further 25% maiy be acquired within six months of the second anniversary of admission to-Stock Exchange listing:+
and the final 50% may be ocqunred within-six monihs of the third anniversary of admission o Stock Exchangé listing.




for the year ended 31 March 2001

(d). Directors’ interests in'shares and share options continued

-Market price:
: atdateof ., i
e AR Aprlt . : : At 31 March Date: exercise:: " Date from which Expiry..
Execufive Director 2000 Granted + i Exercised. ) i 2001 axarcised:: {pence) 15, exercisable’ Date;
Employee B ' ‘ ' ' : T
Sharesave Scheme s e :
Philip Male 2,136 = 2,136 22 Feb 2007
Executive Share e
Option Scheme : : [ : RN '
William Allan - 234,662 = 234,662 o 2003 Jun 2010
Philip Male : - 184,049 - = 184,049 . " Jun- 2003 Ui 2010
- A418,7%1 .- - 418,711 : ; :
RUER. . . 00 il e et 0 Bl L T e
Williom Allan "~ 7 3373097 (84327 © 15Mar2001 7 56257 Nov 2000
Gerard MeAloon : e v . » (s s Vi
{resigned 1330112000} . 178,575 = {89,288).: 89,287 13'Oct2000: 106.5 Nov:2000 ' “May 2003
Philip Male .- A78)575 = (44,643) ©:133,932 . 15Mor.2001 = 56257 " Nov. 2000 May:2003:
694,459 - 1218,258) 476,201 : - : e
The exercise. price {pence) for the. PUEP enﬁﬂemenf s Nl
Thus plc Profit:
sharing Scheme : . s
William Allan. 80 = - S GO Y T NSYZ001 1 Navi2002:
Gerard McAloon ‘ : 5 S
{resigned 13 Jul;2000) 80 - - - 80 - " Nav 2001 ‘Nov. 2002
Philip-Male - - : 80 = - 80 Nov. 2001 / *Nov.2002 .
- T 240 b

240,

Thus pl¢ Discretiondry

Share Option Sehiéme (2000)

John Maguire”™ "™

1,000,000

1,000,000

(appointed 18:Dec 2000) _

1;000,000:

1,000,000

The market price of the shares at 31 Mor:C‘hZOO]_'wds 54.25p-chd"ﬂje range d:uring 200072001 was 50p fo 444p:

The aggregate of the gains made on the exercisé of the PUEP ntiflements:during the year was £167;637,of Whi;h £47.43

attributable fo the highast paid Diréctor (Mr. Allan). There was nioiexercise'of PUEP entitlements:in the prior year.

Following the resignation of Mr. McAloor: as a Director and élﬁp|oyee;’6f the Company, the Directors agreed:to him

 Dec2003

Dec 2007

3 related to the gain~

refaining the entitlernent to'the =

89287 shares:which-had: been granted torhim-in the. prior.year Under the PUEP.scheme. The value of the PUEP éntilements retained; calculated as
the difference befween:the exercise price andithe market value af the date/of Mr. McAloon's resignation;is £235,940. The:gairiattributable fo the .
PUEP entillements exercised by Mr. McAloon during the year was £95,091. ST .

4
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33 Conttngons abilited i o o

() Thus pleiand ScottishPower currently form o Group for UK capital gains fax:purposes. If Thus'plc ceases to be o part of the ScottishPower -
capital gains tax Groupibéfore 30 September. 2005, the Cornpany will become liable to-an amount of corporation-tax on chargeable gains. ;
calculated:as the difference between: the market.value ot 30 September 199970 the.assets and liabilities of the ScoftishTelecom:Businesses acquired
by Thus plc on that date:and the indexed base cost of those assets.and liabilifies as at: 30 September 1999 :mulfiplied by the percentage rateiof
corporation:tax applicable to theiprofits of the Company in the accounting peiod in which Thus plc ceases fo be a member of the' ScottishPower’:
capital gains tax group. Management currently estimate that such liability. would be up to'£570 million. Management's estimate is subject o the
following principal uncertaintigs: ’ : :

(i) The'rate of corporation tax applicable at the time of exit from the ScoftishPower Group; ‘and

(i) The valuation ditiributable o' the acquired businesses by the Inland Revenue as at: 30 September 1999, I order for Thus ple to-remain in(iihe;t
.- ScoftishPower capital gains tax Group, SeottishPower must continue to ewn;: directly orindirectly, 75 per.cent of the ordindry share capital

of Thus:plc: (which; for capital gdins tax:purposes, will include the Participating Preferance: Shares).and it must maintain its effective majority. .
economic ownership.of Thus plc. The ScoftishPower subsidiaries, from:which the ScottishTelecom Businesses were acquired, have agreed fo.;
indemnify Thus plc for any such corporation tax liability resulting from Thus ple lecving the ScoftishPower capital gains tax Group cther than
i circumstances where the Company has left the ScottishPower capital gains tax Group as a result of its voluntary act or.omission (being an’
act or omission which has not been consented to in writing by the relevant ScottishPower. subsidiaries). ScoffishPower has ‘guaranteed the.

obligations:6F each such ScoftishPower subsidiary fo indemnity Thus ple.

(b) Thus plc has indemnified certdin of the ScottishPower: subsidiaries from which the ScottishTelecom Businesses:were acquired, in:respect of various
legal proceedings, principally:concerning defamation: of character; employment.and property disputes, and breach: of contract in relation-to the
provision of number franslation services. Notwithstanding the intention of the Directors to vigorously defend these claims, as at 31 March-2001;

a provision of £166,000 had been made in respect.of these claims. In the opinion of the Directors, dfter. taking: appropriate legal advice, such

indemnifications and the outcorie of such: actions are:unlikely fogive Fise toia:rmaterial loss to Thus ple.

28 Uhleete holding/ sompony ond contralling party,

o e i o ity ol by S Seomdh Fowar UK BEEh o 7T o hlly owned sy o SESsh Povie? I B he
immediate; parent company: and, the ultimate parent. compe in Scotland. - it

Cdp_i‘es}'oF‘fﬁéi u“imoféi'p.)ure,nf"compqﬁy’s ‘cdn;q]iduféd : >
Glasgow, G2:8SP. . 7: - U




Year endéd Year ended’ 1 Yedr énded [ Yedriended /¢ Eerc:r)endt;.d
..-31 March : 31. March 31.March:, o 31 March : 31 March
SR 2001 2000 1999, - 119981k 1997

Results . . £000% £000's £000's e o 0007 £000's
Turnover o i 233,842 1216:903 C166,058 7 181,482 40,314
Earnings before exceptional item, interest, fax cmd | o : . ) ’ . - ‘
depreciation/amortisation of fixed assets (EBITDA) a o (21,815) 0 14,257 26,555 6701 2,506
Excephonol item ’ s - v (43; 467" ; s e e e
Loss before faxation Sl (66,983) - (63.113) o (93470 (10192) - (5551)
Loss after taxation R L (66,68 1) 156.726) (3,248] A(4:992) o B3
(Loss)/profit for financial year AL g (65,578) (56,696} .. (3028): i (4607) 0 -.144.
Appropriations = non:.equity _ ST T £1(2,500) 0 T (10127) A ‘
Free Cash-flow, ... . s . : 692 (6:463) 4952 724 50003 140
Capital expenditureion tonglb[e fxxed dssets.. ORI A A il 58 920 . 160,855,100, 61 2 i 39, 860 .
Net (debt)/funds: i (167,772) - 24502 .,(233 683)1 i (87,958)
Net Assets {before minority“inferesfs): 281,679 BATE936 i 14520, 15729
Ratio and Statistics: :
Basic (loss}/earnings.per ordinary share:before ‘ _ SR e e , .
exceptional item [pence) T (9.79) (2.24) ; (0:50).... (0:77): 0 “50:02
Diluted {loss)/earnings per-ardinary share before R ’ T :
exceptional item.{pence) ) G e (9:79) (2:24) {0:50) “0.77) ‘ 0.02
Employees
Number of employees {full-time equ1va|ent) af 31 March: G i R ‘ ‘ G
Thus ple : o 2,614 2/472: 2,127 220 e T 6 S

60 Thus.




Nofice is hereby given 1 that the Annual Generl
for 2001 will be:held on Wednesday 11 July,2001 ot 13.00 am'at
The: Thistle Hotel, 36 Cambridge Sfreet Glasgow, G2 3HN for fhe

folloving purposes:

Ordindiry Business

1 To receive and adopt the, Report of the Directors. and Accounfs for o

the:year-ended 31°March: 2007%
To elect: John Maguire as:a:Director.
To:elect:Michael de-Kare-Silver:as:a Director:

To elect Jo Connell as’d Direttor.

hng of fhe Compc y

ny-mémbér entitled to-attend .and Vote ot the meeting is-enti
c:ppomk a proxy.fo attend and,.on:a poll :to vore mstecd of him
A proxy nesd nor He:or maimbar, st Company. ‘A separate form of
proxy: is-enclosed. Pursuant fo regulation 34 of the Uncertificated:
Securities Regulations 1995; members will be entitled 1o attend and vote

“iof the meéting if they are registaréd 6n the Company's register of

members 48 hours before rhe hme cppom'fed for the ‘meefing o any

“adjournment of it.

The following. documents:will be available for inspection: at the:registered «

office;:during business hours. from theidadte of this notice. until theidate: -

ofithe ‘Annual Géneral Meehng, and on: thcf day w:” be cva||cb|e for
inspection at the place of the. meefmg

To slact Roy Browin dsa Dlredorv e

“Terélect:JamesiReidias e Director: 7 "
. To elect.David-Nish:ds:a Director. , o-oiih o

To re-elect Charles Berty asa. Dlrector

V0 N O b WwN

and.to outhons}e the Directors 16 fix their rémuneration. .

Special Busmess

will be:proposedas o specncl resolunon

That the Articles of Association in the form produced to the meeting
and-initialled by the Chairman for the purposes of identification™ -
- only,.be; and-are hereby,

the Company. in substitution for, and to the ‘exclusion of the existing

Arhcles of Association of fhe Company :

By: order of the Boaird

R TP e
Secretary
31 May 2001

Registered-office:
Dalmore House

310 St Vincent. Street
Glasgow G2 5BB

To re:appoint PrlcewoterhouseCoopers s auditorsiof the Compiarny: g Coples of the propose d riew. Articls:

I addition the documen’rs referred o above will bs c:vcu|cb[e for

“Agre, London:WC2E 9TT. ‘during normal business holrs on any week

1 Coples of the Dlredors Iservice contrccts wnth;fhe Compony

- Asstatement of all “ransdctions of Directo s fand of thelr_ Faml V)
sin thesshare copltal of the Company for the post year. -

3 ‘The register’ of Directors’ {and! fheut;quml|y) interestsiin fhe share:
capl'rc1| of the Compony

Assoc:ahon of the Commﬁ)}. !

inspection-atithe offices of the: Company’s solicitors; O|swcng, 90 L

(Saturday; Sunday and public holidays excluded) from the date of this

“notice fo the date of the Annual Generc| Meehng

Sltad os of Adsonation of /Notes and Information for Shareholders (
lopled as Me Articles of Association of . - Ny Articles of Association of the Company S
The' Electronic: Communications Order 12000 (“Order!) was: broughf i

. force.on:22: December 2000 and enablés élecironic communications:

be used between companies and their:mem sers; debenfure holders, G
auditors ‘and-the Registrar of Companies. The Order.allows documents. .-

. that the Compdnies Acts had previously required a company to send out -

in wrmng, to be sent to shcreho|ders e|ectron|ca||y where ’rhe
shareholders ‘agree. SR

The Company has decided to take the first steps <} esfabllsh a procedure‘f‘
that would facilitate the Use:of electronic communications: The/new:
Avticles: of Association: proposed:t6-be:adopted of the AGM:. include the
necessary. omendmenfs to:the existing Articles of Association toienable; . ;

ithe.Company foruse e!ectromc communications with its:shareholders.




The following amendments-havebeen proposed fo the Arhcles
of Association:

1 The definition of “writing”' has-been amended to |nc|ude a me'{hod
of setting outwords.in electronic form and: additional definitions of
“communication” and “electronic comfibnication” have been added

to: the ‘Articles:

2 The Aricle dealing.with proxnes and corporate representuhves has
been amendedito:enable proxies-to be delivered in‘electronic form:
3. The Ariicle dealing -with:the Company’s accounts has been extended .-
to enablethe Company to:send ifs shareholders o copy:of the
Company’s-accounts by electronic:communication:

4  The notice'provisions’in the:Articles have beenjamended to enable
the Company fo serve:and receive noflces by way of electronic
communication:

5 Further Articles have been added to deal with deemed receipt
of electronic:communications from the Company:

The Company-has, in accordance with the: gmdehnes issuediby: }he

Institute of Chartered Secretaries and Administrators; taken steps

to amend ifs Arficles of Associdtion spemﬁcolly to facilitate the use

of electronic communications as'soon'as: practical dnd.is therefore:

proposing the-ddsption: of the:new Arf|c|es at fhls Annuc1|

General Mesting:

The Company is, togefher with Uoyds TSB the: Compcnys regrsfror

putting in place’a system to:enable communication between the Company .
and:the shareholdersito take place by way of electronic communication. = -
The Company: serit.to .each member together with the Notice of AGM,

a letter inviting-each member-to register with Shareview, o web-based
enquiry and portfolio management service provided by the Company’s -
registrars which enables: members to receive shareholder. information: -
electronically. There is no obligation on a:member fo-receive
communications-from the Company electronically andia member:may, .;

if so desired, continue to receive:allicommunications from the Company

in paper form:- Members:should refer to:the letfer-regarding:Sharéview

for more information on exactly how:to-make ‘dn-eléction’ ds to their
preferred method of recsist of eommunications from the: Compény.




the Annual General Meeting

1 TheNotice ofiMeeting is:beingissuedHorll: shareholders and:tos:
those: persons: who'are: beneflcm”y ‘entitled fo shares held: in: trust
them under rhe Free Share Offer. Enclosed: with:this: notice;: you Wl”
find:an atfendance card, and for shareholders‘aiform of proxy:

For those whose: shares are held in:trust,under the Fr=e_¢H:er, aform
of direction to instruct the trusteeto vote in respect o those shares
is enclosed ' §

2 Ifyouare ct’rendlng the | meehng, you _sho id
aﬂendance card:

3 - A shareholder is entitled to appdint one or-more proxies to attend
“and; upoen & poll, vote instead of him: A proxy needinofbe a
shareholder. If you:wish:to ‘appoint.a proxy, your must complete the
enclosed'form of proxy which must be deposited with'the Registrars,
Uoyds TSB Registrars Scofland;: 117:Dindas Street; Edinburgh;
EH3 5ED; not later than 1,1:00.am on: 9. July. 2001. k

4 Copies of the Directors’ service confracts, a sfqtement«(of alli
transactions. of Directors. (and. of their family) in'the share capital of

_the Company -in"the:year to 31 iMarch:2001; a-copy, of the Register::-

_of:Directors’ {and:their:family)intereststin: the:share:capital of the: ="

~Company and. o copy of the proposed new. Arficles. of Association;
will be available for inspection at the Company's registered office
during normal business hours on’each day (except Saturday, Sundcy
and- any:public holidays) from the:date of the: Notice of Meeting unti

11 July 2001 and also: at the place of the AGM from 10.30 am on.

‘the ‘day of the: meeting until the conclusion of the neeting. Copies of
the same will also-be available on:the/same. days atithe offices of fhe
Company’s sdlicitors, Olswong, 90 Long Acre, London; WC2E 91T

Introduction
After his opening remaiks, the Chaitman WI" explcm in detcll fhe
procedures for the conduct of the meeting, particularly. for askingi.
questions andvoting.on resolutions. The resolutions whlch are set ou'r
in the Notice:of Meetifg:will 'rhen be put to'the meehng ;

How to Ask Questions
Arithie ineefing, shareholders will be:given the opportunity to ask
questions from Question Points. which will be clearly indicated: . -

At edch.Question. Point,:a: member of staffwill be available to help. .
you Pleose te” fhe ‘mefm

your. queshon

How to Voi'e
You should raise above your head your voting card (which you will

receive when you register) indicating that you are voting either for or
againstieach;resolution: as it.is putidothe vote-by:the Chairman: Only
shareholders, o authorised representatives of corporate shareholders,
may. vote oh a show of hands: Ifyou.are attending ds a proxy for a

shareholder;. you will receive an cpproprlcte |denhﬁcchon card
at registration:: - o :

s Timer™
r " .‘

ibe allowed into the meehng

: f('Reglstrahon : - :
 To'ensure your entrance ro the meehng is deult wnh prompt|y, pleas
i bring yoUr'attendance card with: you' and’ reglsfer at the

+ «Company. personnel will be avmlable if you have any questionsids’

kSpecxal urrcxngements have: been: made fo offer every 055|sfcnce to
‘people with disabilities. For those displaying disabled persons’ badges

: Imporfunt
,.‘,If you. have: any..questions: cbout the meehng, aor: |F YOU. need any;

The doors will open: ut"?e‘ O'am and fhe meehng wn||=s T promp
at 11.00 am:

Cameras/Tupe Recorders; etc v
No'cameras, :video récorders; tape recorders or moblle phones wdl :

desk inside the hofe .

Customer Enquiries .

a customer of the Company.

“Shareholder Information

IFyou have any questions concermng your shareholdlng, please: speck
tothe srcFF at the shareholders’ enquiry, desk:

Dlsubled Persons::

on; car windscreens, please follow the signs to the separate car parking
area where o member iof staff will be available o assist you. 1f you } have .
a cémpanion todssistyou, they will be admitted to the meetingas a.

guest. Guide dogs will also be permitted. The auditorium hasan

induction’loop, system cind headsets: are available: on request:if you are

' deaf 6r hard of hecrmg There will also be a sngn |angucge lnferpre‘rer

First Ald :
First aid facilities,ore: cvc||c1b|e Ask.any. member of sthF for ;

Emergency Precauhons

<A announcementwill be made it e sl firs warning or. other

emergency. Emergency exifs are marked clearly around the: auditorium. ¢
In'case-of a medical emergency, please ‘contact a:member of staff.

‘Refreshments
. Refreshments W||| be uvmloble berween 9 30 am; cnd 'IO 50 am

assistance please teléphone the Annual:General: Meeting enquiry |me
on 0141 566 3106 from Monday 4 June 2001 during‘niormal
working hours,

Thus pl¢, Dalmote House; 310 St Vincenf Street, qusgow, G2 588 »




Analysis of Shareholders

Range of holdings Niumbrsiof shares

Numberiof shareholders

1-100 925 73462
101-200 1,756 294098
201600 6,888 2,8291893
401-1000 6,471 5,869:364
1001-5000 9,063 21,557,982
5001-100000 2,204 136;541:806
100001 and above 316

638:317,266

Financial Calendar

- Arinual-General: Meehng

11 July- 2001 P
July 2001 First-Quarter: Summary Results cnd Trcdlng 3

. Update forithe quarter ended?30 Jine 2001
November 2001

Interim.Results for.the six: mom‘hs ended
30, September 2001 v

Third Quarter Summary Results and
Trading:Update for'the quarter ended :
31 ‘December 200] :

January 2002

May 2002 Preliminary Results for the yeur ended
31 March:2002
Shareholiee nf w‘us %

Annual General' Meeflng
The Annual-General:Meeting will beiheld:at The Thistle: Hote|

36 Cambridge Street, Glasgow, G2 3HN on:Wedrniesday 11 July 2001 ’

at 11.00 am. Details. of the resolutions to be proposed: atthaiAnnial

onspages:6l und 62

Dividend

The Directors have :not recommended the paymenf ofa leldend for the 1

year ended-31 March 2001.

Listing
Ordinary shares of Thus, plc are frcded onthe London S’rock Exchange

Share Price Details .- -
The share price'is cvmloble From fhe Thus websﬁe ot W, fhus ner
and in natfional.newspapers. .

Secretary and' Registered: Office
David Macleod, Thus:plé, Dalmore House,
310 St Vincent: Street;
Glasgow, G275BB: 0. BEE
Reglsrered number sC ]92666

Registrars

. Thuss Servnces o

General Meeting:are: confclned fine The Nohce of Annuc' Genercl Mee“ngm‘lnformc'rlon abouf Thus's’ services can be Foun ;

v
Fiy 5

www.shareview.co.uk: : -

The portfolio service from: Lloyds TSB Registrars glves you accéss to more:
informiafion’ o your investments incliding balance movements; mdlcahve,
shar re prices and |nFormc|hon on'recent: dlwdends : i

The porffolio service is:

. * . Easy to use. Youjust need your User ID and PIN to |og on:

Information about y&ur shareholdings is displayed clearly and
conveniently and is Updated. regulc:r|y From our.records: Reglstrahon‘;
takes only a few minutes :

"¢ Seeure, Data franéferred to your browser is encrypred and

other-Infernet users-cannot gairi access fo your portfolio: wn-houf your

User ID:and PIN

* Free: Aslong ds you have a'PC and access to rhe Internef
s there 15 No;: Further paymentitouse:the:seérvice:: :

_For more defclls on this and prcchcal helpion fronsferrmg shcres
lor updcmng your. detculs visit www sharevnew .0 vk

, "Shure Dedling
- Thus's shares mcy be bought or soldat compehhve rates by posi or

telephone: For further defolls, please contact Stockfrode on

0845840 1530 quoting LOWCO07 8.

Company Information
For:enquiries relchng to the Compunys operohons ond performunce,
please contact €ither:
__w_lnvesk_:_rb Relchons, 57—63 Scruﬁon Sfree? London EC2 APF
Lor b
' Corporate Commumcchons Thus-ple; Dc1|more House

310 St: Vincent Street, Glosgow, G2 5BB. To: 0141 566'3167 ‘

the Thuswebsnfe —
ot WWWi rhus net, . ; \

All:administrative. engquiries relchng 1 shcreholdmgs"s
to The Registrar, Lioyds TSB*Registrairs: Scotland; 111 7 Dordas Straet,
Edinburgh, EH3 5ED Te| 0870 601 5366 Fc:x 0870 900 0030




