CONTACT
DETAILS

Head Office

Willow Grange, Church Road,
Watford WD17 4QA

T 01923 226422

F 01923 201400

BW Scotland

Canal House,
Applecross Street,
Glasgow G4 9SP

T 0141 332 6936

F 0141 331 1688
enquiries.scotland@
britishwaterways.co.uk

BW London

1 Sheldon Square,
Paddington Central,
London W2 6TT

T 020 7985 7200

F 020 7985 7201
enquiries.london@
britishwaterways.co.uk

{ Waterway Map

Customer Service Centre
Willow Grange, Church Road,
Watford WD17 4QA

T 01923 201120

F 01923 201300

enquiries.hq@britishwaterways.co.uk

Northern Waterways

North West Waterways
Waterside House, Waterside Drive,
Wigan WN3 5AZ

T 01942 405700

F 01942 405710
enquiries.northwest@
britishwaterways.co.uk

Yorkshire Waterways

Fearns Wharf, Neptune Street,
Leeds LS9 8PB

T 0113 281 6800

F 0113 281 6886
enquiries.yorkshire@
britishwaterways.co.uk

East Midlands Waterways
The Kiln, Mather Road,
Newark NG24 1FB

T 01636 704481

F 01636 705584
enquiries.eastmidlands@
britishwaterways.co.uk

Wales & Border Counties Waterways

Navigation Road,
Northwich CW8 1BH
T 01606 723800

F 01606 871471

enquirieswbc@britishwaterways.co.uk

Southern Waterways

Central Shires Waterways
Peel's Wharf, Lichfield Street,
Fazeley, Tamworth B78 3QZ
T 01827 252000

F 01827 288071
enquiries.centralshires@
britishwaterways.co.uk

South West Waterways
Harbour House, West Quay,

The Docks, Gloucester GL1 2LG
T 01452 318000

F 01452 318076
enquiries.southwest@
britishwaterways.co.uk

South East Waterways

Ground Floor, 500-600 Witan Gate,
Milton Keynes MK9 1BW

T 01908 302500

F 01908 302510
enquiries.southeast@
britishwaterways.co.uk

West Midlands Waterways
Albert House, Quay Place,
92-93 Edward Street,
Birmingham B1 2RA

T 0121 200 7400

F 0121 200 7401
enquirieswestmidlands@
britishwaterways.co.uk

British
Waterways

British Waterways
Willow Grange
Church Road
Watford

WD17 40QA

T +44 1923 201120

F +44 1923 201300

E enquiries.hg@britishwaterways.co.uk
www.britishwaterways.co.uk

www.waterscape.com, your online guide
to Britain's canals, rivers and lakes.
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Taxation

Deferred tax is recognised in respect of all timing differences that
have originated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more tax

in the future or a right to pay less tax in the future have occurred

at the balance sheet date. Timing differences are differences
between BW's taxable profits and its results as stated in the financial
statements that arise from the inclusion of gains and losses in tax
assessments in periods different from those in which they are
recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore
recognised only when, on the basis of all available evidence, it can
be regarded as more likely than not that there will be suitable
taxable profits from which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is not recognised when fixed assets are revalued
unless by the balance sheet date there is a binding agreement to
sell the revalued assets and the gain or loss expected to arise on
sale has been recognised in the financial statements. Neither is
deferred tax recognised when fixed assets are sold and it is more
likely than not that the taxable gain will be rolled over, being charged
to tax only if and when the replacement assets are sold.

Deferred tax is measured at the average tax rates that are expected
to apply in the periods in which the timing differences are expected
to reverse, based on tax rates and laws that have been enacted

or substantively enacted by the balance sheet date. Deferred tax

is measured on a non-discounted basis.

Pensions

BW operates a single funded defined benefit scheme for all staff.
In accordance with FRS17, the service cost of pension provision
relating to the period, together with the cost of any benefits relating
to past service, is charged to the profit and loss account. A charge
equal to the increase in the present value of the scheme liabilities
(because the benefits are closer to settlement) and a credit
equivalent to the group’s long-term expected return on assets
(based on the market value of the scheme assets at the start of
the period) are included in the profit and loss account under ‘other
finance income! The difference between the market value of the
assets of the scheme and the present value of accrued pension
liabilities is shown as an asset or liability on the balance sheet net
of deferred tax. Any difference between the expected return on
assets and that actually achieved is recognised in the statement
of total recognised gains and losses along with differences which
arise from experience or assumption changes.

In previous years BW had adopted the transitional arrangements for
pension cost disclosure detailed in FRS17 and included the new
disclosures within the notes to the accounts.

Further information on pension arrangements is set out in Note 22
to the accounts.

Finance costs
Finance costs of debt are recognised in the profit and loss account
over the term of such loans at a constant rate on the carrying amount.

Deferred income

BW has received cash dowries to take on the asset maintenance
and operational obligations of other public sector organisations. Each
dowry is accounted for as deferred income and released to the
profit and loss account in line with the net operating expenditure.

Segmentation disclosure

For the purpose of Statement of Standard Accounting Practice No.
25, BW is, in the opinion of its board members, engaged in one
class of business.
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2. Grants receivable from Central Government

2005/06 2004/05
£m £m
Grant receivable from Defra

Grant received in year 62.6 591
Accrued grant at 1 April (4.8) (4.8)
Accrued grant at 31 March 438 48
62.6 591

Allocated to deferred capital grant - -
Deferred capital grant released to profit and loss account 15 16

Grant receivable from the Scottish Executive

Grant received in year 12.0 130
Accrued grant at 1 April (2.0) (24)
Accrued grant at 31 March 20 20

12.0 126
Deferred capital grant released to profit and loss account - 01

Grant received on 1 April, for expenditure incurred but not paid before 31 March, is accrued in these accounts.

Government Resource Accounting Budget

During the year limits set by Defra and the Scottish Executive for resource Departmental Expenditure Limit (DEL) and capital DEL,
as defined by the government's Resource Accounting Manual and set out in BW's Financial Memorandum, have not been exceeded.

3. Expenditure

Expenditure in the year is analysed as follows:

Total
2005/06 2004/05
£m £m
restated
Major works (incl. statutory maintenance arrears and dredging) 36.0 376
Employee costs 61.4 588
Depreciation 4.8 49
Other operating charges 87.9 852

Other operating charges include:

2005/06 2004/05

£000 £000

Loss on sale of operational fixed assets 478 793
Rents on leased properties 2,355 2504
Auditors’ remuneration - audit services 186 172
- non audit services 8 43

Board members’ emoluments 144 171
Inland Waterways Amenity Advisory Council expenses 159 156

The audit fee for BW was £125,000. (2005: £119,000).
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4. Employee costs

a The average number of persons (excluding board members) employed during the year was:

2005/06 2004/05
Number Number
Total employed 1,926 1935
Full-time equivalent 1,876 1884

b Total employment costs (excluding board members' emoluments stated in the Remuneration Report) were:

2005/06 2004/05

£m £m

restated

Wages and salaries 51.0 471
Social security costs 41 38
Pension costs 6.3 79

¢ Senior employees emoluments
The number of senior employees whose emoluments, including the taxable value of benefits-in-kind, but excluding employer's pension
contributions and payments on leaving service, were within the following ranges:

£ 2005/06 2004/05
Number Number
50,000 - 60,000 40 32
60,001 - 70,000 24 20
70,001 - 80,000 16 9
80,001 - 90,000 1 -
90,001 -100,000 2 3
100,001 -110,000 2 1
110,001 -120,000 1 -
140,001 -150,000 1 -
The above table excludes board members and directors. Details of board members’ and directors’ emoluments which form part of these
financial statements, are included in the remuneration report on pages 68 and 69 respectively.
5. Consolidated interest payable
2005706 2004/05
£m £m
Interest payable on sums wholly repayable within five years:
Interest on loans from Defra under Section 19 of the Transport Act 1962 0.8 11
Unwinding of discount on dowry liabilities 22 22
Other short-term interest 1.9 21
49 54

Interest payable on all other loans
Interest on loans from Defra under Section 19 of the Transport Act 1962 04 05
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6. Consolidated Taxation

The total tax charged/(credited) to profit and loss account and capital reserves is as follows:

a) Charged/(credited) to profit and loss account:

2005/06 2004/05
£m £m
restated

Current tax
UK Corporation tax on profits for the period 41 16
Adjustments in respect of prior years (0.3) 0.3
Group current tax 3.8 19
Share of joint ventures’ and associates’ current tax, including adjustments in respect of prior years 23 -

Deferred tax

Origination and reversal of timing differences 0.5 08
Adjustments in respect of prior years 0.2 05
Group deferred tax 0.7 13
Share of joint ventures’ and associates’ deferred tax, including adjustments in respect of prior years - (0.5)

b) Charged/(credited) to reserves:
Provision required for capital gains in the current year 37 6.6

Adjustments in respect of prior years 05 0.2

In addition, a deferred tax charge relating to the actuarial losses on the defined benefit pension scheme of £4.3m (2005: £3.2m credit)
and a current tax credit of £nil (2005: £1.0m) has been debited/(credited) to the Statement of Total Recognised Gains and Losses.

c¢) Factors affecting current tax charge
The current tax provision charged to the profit and loss account for the current year is higher/(lower) than the standard rate
of corporation tax in the UK (30%). The differences are explained below:

Corporation taxation at 30% 6.1 15
Effects of:

Expenses not deductible for tax purposes/income not taxable 03 0.6
Deferred/(accelerated) capital allowances (0.3) (05)
Other short term timing differences (0.2) (01)
Losses (brought forward utilised)/ arising in the year carried forward (0.1) 0.3
Losses arising in the year not recognised 0.1 02
Adjustments relating to prior years - 0.3
Capital loss on write off of investment - (0.2)
Disposals to joint ventures 0.2 0.2)
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d) Deferred tax

Recognised Not Recognised

2005/06 2004/05 2005/06 2004/05
£m £m £m £m
restated restated

Group
Accelerated Capital Allowances 23 19 - -
Short Term Timing Differences (0.1) (0.3) - -
Losses (0.5) (0.6) (0.2) -

BW

Accelerated Capital Allowances 23 18 - -
Short Term Timing Differences (0.1) (0.3) - -
Losses (0.5) (0.6) - -

In accordance with FRS19 no liability has been provided for deferred tax on gains recognised on revaluing property to its market value

or on the sale of properties where potentially taxable gains have been rolled over into replacement assets. Such tax would become payable
only if the property were sold without it being possible to claim rollover relief. The total amount unprovided is £93m (2005: £86m); £83m
for revalued properties (2005: £76m) and £10m for rolled over gains (2005: £10m). At present, it is not envisaged that any tax will become
payable in the foreseeable future.
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7. Tangible Fixed Assets

Group Freehold Land Leasehold Craft, Plant

Buildings and Structures Land and Buildings and Equipment
Operational  Investment Operational  Investment Owned Total
£m £m £m £m £m £m

Cost or valuation

At 1 April 2005 551 4415 0.8 80 574 562.8
Transfers 11 (1.8) 09 (0.3) 01 -
Additions 0.8 111 0.2 138 23 28.2
Impairment - (0.7) - (05) - 1.2)
Disposals (0.3) (35.0) - - (1.6) (36.9)
Revaluation - 422 - 01 - 423

Depreciation

At 1 April 2005 156 - 02 - 304 46.2
Transfers - - 01 - (0.1) -
Provision for year 0.9 - - - 39 4.8
Disposals - - - - a.3) (1.3)

Net book value

At 31 March 2005 395 4415 06 80 270 516.6
BW Freehold Land Leasehold Craft, Plant
Buildings and Structures Land and Buildings and Equipment
Operational Investment Operational Investment Owned Total
£m £m £m £m £m £m

Cost or valuation

At 1 April 2005 551 4406 08 79 552 559.6
Transfers 05 (2.0) 05 (0.2) 0.2 -
Additions 0.8 111 0.1 138 16 274
Impairment - (0.7) - (05) - 12)
Disposals (0.2) (35.0) (0.8) - (2.9) (37.9)
Revaluation - 422 - 01 - 423

Depreciation

At 1 April 2005 156 - 02 - 295 453
Transfers (0.1) - 01 - - -
Provision for year 09 - - - 38 4.7
Disposals - - (0.1) - (1.3) 14)

Net book value

At 31 March 2005 395 440.6 0.6 79 257 5143

The value of fixed assets includes assets in the course of construction valued at £0.8m (2005: £2.5m).
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Group BW

2005706 2004/05 2005/06 2004/05
£m £m £m £m
The surplus on revaluation at 31 March comprises:
Decrease in net revaluation from transfers between
investment and operational properties (1.5) - (15) -
Surplus on revaluation of investment properties 438 56.8 43.8 56.8

The net book value of investment properties

at 31 March comprises: 2005706 2004/05 2005/06 2004/05

£m £m £m £m
Cost 1737 158.9 1736 1579
Revaluation surpluses 304.7 2906 304.7 2906

Depreciation

In accordance with Statement of Standard Accounting Practice No. 19, depreciation is not provided on investment properties.
This is a departure from the requirements of the Companies Act 1985. In the opinion of the board members, this departure
is required in order to show a true and fair view in these accounts.

Investment properties
Investment properties were revalued at 31 December 2005 on an open market value basis by Gerald Eve, Chartered Surveyors.
Based upon these valuations, British Waterways has incorporated a value of investment properties of £478.4m in these accounts.

BW continues to reposition its property portfolio through disposals and re-investment.

In the event that the investment properties were to be sold for their revalued amount, tax on such disposals would be approximately
£83m (2005: £76m).
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8. Fixed Asset Investments

BW
Group BW

2005/06 2004/05 2005/06 2004/05
Investments in subsidiaries £m £m £m £m
Shares at cost less amounts written off
At 1 April - - 121 74
Additions - - 0.9 47
Amounts written off - - (4.3) -

Other
Joint ventures Associates investments Total
£m £m £m £m

Group
Net book value:
As at 1 April 2005 as previously reported 32 78 01 111
Joint ventures previously classified as associates 78 (7.8) - -
As at 1 April restated 110 - 01 111
Additions 189 - - 189
Disposals - - (0.1) (0.1)
Net movement in share of net reserves (0.9) - - (0.9)

Represented by:

Shares at cost 01 - - 0.1)
Net loans from group companies 371 - - 371
Share of post acquisition results (8.2) - - (8.2)

BW
Cost:
As at 1 April 2005 as previously reported
Shares 01 - 01 0.2
Loans to joint ventures and associates 87 95 - 18.2
Joint ventures previously classified as associates 95 (95) - -
As at 1 April restated 183 - 01 184
Net movement in loans to joint ventures 189 - - 18.9
Disposals - - (01) (0.1)

An analysis of the group’s share of net assets of joint ventures was as follows:

Total 2006 Total 2005

£m £m

Fixed assets 213 71
Share of gross assets 66.2 316
Liabilities due within one year (17.5) (134)

Share of gross liabilities (37.2) (20.6)
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a) Subsidiary undertakings
BW's principal subsidiary undertakings are as follows:
- Blackwall Estates Ltd manages property in London Docklands.

- British Waterways Marinas Ltd operates inland waterway marinas.

- British Waterways Pension Trustees Ltd acts as trustee to the
British Waterways 1990 Pension Fund. The book value of BW's
interest is represented by a debt of equal amount due to the
subsidiary and both have been eliminated from BW's accounts.

- Granary Wharf Ltd manages property in Leeds.

- Leeds Canal Basin Development Ltd manages property in Leeds.

- Waterscape Ltd operates an online waterways website and
its activities have now been transferred in-house to BW.

- Wood Wharf Management Company Ltd manages property

- Watergrid ceased trading as a joint venture company on 31
March 2005 and it was dormant during 2005/06. BW acquired
the company as a subsidiary on 27 July 2005.

Goodwill arises from BW's investment in Leeds Canal Basin Ltd
and Granary Wharf Ltd totalling £3,109,000 and the directors have
performed an impairment review and no amortisation is required.

b) Investments in joint ventures and associated undertakings
The following information relates to those joint ventures and
associated undertakings of the Group at the year end whose
results or financial position, in the opinion of the directors,
principally affect the figures of the Group. All joint ventures

and associated undertakings of the Group are unlisted and

in London Docklands.

are registered and operate in the United Kingdom.

BW Reinsurance Ltd provides reinsurance to BW in respect
of property, motor and public products liability.

Issued Equity
Accounting Share Interest
Period End Capital Held Main
Date £ % Activity
Joint Ventures
ISIS Waterside Regeneration Ltd Partnership 31 December 2005 10,000 495% Property development
Waterside Pub Partnership LLP 31 December 2005 100,000 50% Pub management
Wood Wharf Ltd Partnership 31 December 2005 3 50% Property development
City Road Basin Ltd 31 December 2005 100 49% Property development
Edinburgh Quay Ltd 31 December 2005 100 49% Property development
H,O Urban Ltd 31 December 2005 100 49% Property development
Paddington Basin Business Barges Ltd 31 December 2005 1,000 49% Office management
Timber Basin Ltd 31 March 2006 2 49% Property development
Associated Undertakings
Euro-waterways Ltd 30 April 2005 90 49% Property development
Nottingham Waterside Ltd 31 December 2005 1,000 49% Property development
Waterwise UK Ltd 31 December 2005 1,000 49% Water Safety
West India Quay Management Company Ltd 30 June 2005 1,000 49%  Property management

9. Stocks

Group BW
31 March 2006 31 March 2005 31 March 2006 31 March 2005
£m £m £m £m
Raw materials and consumables 0.5 0.2 0.5 02
Held for resale 14 1.9 0.4 0.6
1.9 21 0.9 0.8
10. Debtors
Group BW
31 March 2006 31 March 2005 31 March 2006 31 March 2005
Note £m £Em £m £m
Trade debtors 21.3 152 20.0 14.4
Prepayments and accrued income 11.9 148 118 145
Deferred consideration sale agreements 50 110 5.0 11.0
Grant-in-aid 6.8 6.8 6.8 6.8
Others 10a 24 15 24 15
47 .4 493 46.0 482

a) Other long term debtors
Of the other debtors, £45,000 (2005: £115,000) will fall due after more than one year.
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11. Analysis of Net Funds

1 April Cash 31 March

2005 Flows 2006

Group Note £m £m £m

Cash at bank and in hand 249 125 374
Capital debt 17

- due within one year (3.6) 30 (0.6)

- due after one year (10.5) 06 (9.9)

1 April Cash 31 March

2005 Flows 2006

BW £m £m £m

Cash at bank and in hand 226 116 342
Capital debt 17

- due within one year (3.6) 30 (0.6)

- due after one year (105) 0.6 (9.9)

12. Creditors

a) Amounts falling due within one year

Group BW

Note 31 March 2006 31 March 2005 31March 2006  31March 2005

£m £m £m £m

Trade creditors 74 9.8 54 92
Taxation and social security 16 24 16 23
Corporation tax 7.2 6.8 7.1 6.8
Amounts owed to group undertakings - - 33 43
Other creditors 14.7 14.0 146 140
Accruals 184 191 175 176
Deferred income 12c 230 205 26.2 250

b) Amounts falling due after more than one year

Deferred income 456 457 45.6 457
Other creditors 6.0 - 6.0 -

c) Deferred income
The balance on creditors includes deferred income arising from the receipt of cash dowries received in respect
of obligations to maintain assets acquired from other public bodies. Movements during the year were as follows:

2005/06 2004/05
£m £m
Balance at 1 April 2005

Amounts falling due within one year 2.8 29
Amounts falling due after more than one year 457 46.9
485 498

Acquisitions 03 -
Unwinding of discount 22 22
51.0 520
Release to profit and loss account (3.0) (35)

Balance at 31 March 2006 analysed as follows:
Amounts falling due within one year 24 28
Amounts falling due after more than one year 45.6 457
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13. Provisions for liabilities and charges

Provision
1 April 2005 Charged/ Provision 31
restated Paid (released) March 2006
Group Note £m £m £m £m
Deferred taxation 6d 10 - 0.7 17
Previous Chairman's pension costs 13a 01 - (0.1) -
Other post retirement benefits 13b 03 - - 0.3
Other provisions 13c 71 (1.6) 26 8.1
Provision
1 April 2005 Charged/ Provision 31
restated Paid (released) March 2006
BW Note £m £m £m £m
Deferred taxation 6d 09 - 0.7 16
Previous Chairman'’s pension costs 13a 01 - (0.2) -
Other post retirement benefits 13b 0.3 - - 0.3
Other provisions 13c 7.7 (1.6) 21 82

Provisions are discounted where appropriate

a) Previous Chairman’s pension costs
An unfunded pension entitlement was arranged for the previous chairman, Dr. George Greener. No such arrangements are being made
for the current chairman, Mr. Tony Hales.

b) Other post retirement benefits

Under the terms of the 1962 Transport Act, employees transferring from the British Transport Commission to successor bodies were
entitled to retain their reduced cost travel benefits. Successor bodies, including BW, were made responsible for procuring the benefits
on their behalf.

Currently 2 BW employees and 233 pensioners retain entitlement to this benefit. A provision to cover the present value of the future
cost of these benefits is included in the balance sheet.

The provision was re-assessed at 31 March 2006 by independent qualified actuaries using discount rates consistent with those required
for pension liabilities under FRS17 as shown in note 22 to these accounts.

¢) Other provisions
The other provisions relate principally to third party claims and a provision arising from leasehold properties previously occupied by BW.

14. Deferred capital grant

Group and BW

2005706 2004/05

£m £m

Balance at 1 April 11.6 133
Released to profit and loss account (1.6) a.7)
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15. Reserves

Investment
Realised Property  Unrealised Profit and
Capital Revaluation Capital Capital Loss
Reserve Reserve Reserve Contribution Account Totals
£m £m £m £m £m £m

Group
Balance at 1 April 2005 1624 2906 41 41 (24) 458.8
Prior year adjustment (see note 23) - - - - (51.4) (51.4)
Balance at 1 April 2005 restated 1624 290.6 41 41 (53.8) 407.4
Profit for the financial year after taxation - - - - 135 135
Net decrease resulting from transfers between
investment and operational properties - (1.5) - - - (1.5)
Realisation of property revaluation gains of previous years 276 (276) - - - -
Unrealised surplus on revaluation of investment properties - 438 - - - 43.8
Transfer of profit on sale of investment properties
from profit and loss account 115 - - - (11.5) -
Transfer of profit on sale of fixed asset investment
from profit and loss account 35 - - - (35) -
Corporation tax on capital gains in current year (4.8) - - - 48 -
Corporation tax charge on realised property revaluation gains (4.2) - - - - (4.2)
Gain on pension liability - - - - 142 142
Deferred tax associated with gain on pension liability - - - - (43) (4.3)
Repayment of Defra loan - - - 36 - 3.6
Balance at 31 March 2006 196.0 305.3 41 7.7 (40.6) 472.5
BW
Balance at 1 April 2005 1624 290.6 41 41 (01) 461.1
Prior year adjustment (see note 23) - - - - (514) (51.4)
Balance at 1 April 2005 restated 1624 2906 41 41 (51.5) 409.7
Profit for the financial year after taxation - - - - 113 11.3
Net decrease resulting from transfers
between investment and operational properties - (1.5) - - - (15)
Realisation of property revaluation gains of previous years 282 (28.2) - - - -
Unrealised surplus on revaluation of investment properties - 438 - - - 438
Transfer of profit on sale of investment properties
from profit and loss account 126 - - - (12.6) -
Transfer of profit on sale of fixed asset investment
from profit and loss account 35 - - - (35) -
Corporation tax on capital gains in current year (4.8) - - - 4.8 -
Corporation tax charge on realised property revaluation gains (4.2) - - - - 4.2)
Gain on pension liability - - - - 142 14.2
Deferred tax associated with gain on pension liability - - - - 4.3) (4.3)
Adjustment for prior year taxation group relief 0.8 - - - - 0.8
Repayment of Defra loan - - - 36 - 3.6
Balance at 31 March 2006 198.5 304.7 41 7.7 (41.6) 473.4

The realised capital reserve includes the value of profits arising from the sale of property and other property rights and the realisation

of property revaluation gains of previous years, net of corporation tax.
The investment property revaluation reserve includes unrealised gains on property valuation.

The unrealised capital reserve includes the excess of the fair value of assets acquired on acquisition of a business over the fair value

of the consideration paid.

Capital contributions are from Defra to enable BW to repay National Loans Fund loans maturing before 2013 as they mature (see Note 17).
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16. Financial instruments

FRS13, Derivatives and Other Financial Instruments, requires
disclosure of the role that financial instruments have had during
the period in creating or changing the risks an entity faces in
undertaking its activities. Details of BW's statutory and financial
framework are set out on page 60 to 61 and because of BW's
status as a public corporation, BW is not exposed to the degree of
financial risk faced by business entities. Also financial instruments
play a much more limited role in creating or changing risk than
would be typical of the listed companies to which FRS13 mainly
applies. BW has limited powers to borrow or invest surplus funds
and financial assets and liabilities are generated by day-to-day
operational activities rather than being held to change by the risks
facing BW in undertaking its activities. BW is not exposed to risks

from currency fluctuations as business is conducted solely in sterling.

Liquidity risk

BW maintains short term liquidity by judicious management of its
cash deposits. BW is not exposed to significant liquidity risk due
to ongoing government funding and the ability to release cash as
necessary from investment properties or borrow from the National
Loans Fund.

Interest rate risk

The main risk arising from BW's financial instruments is interest
rate risk. With the exception of National Loans Fund (NLF) loans
all financial instruments are subject to the prevailing UK floating
rate of interest.

Fair values

BW's financial instruments comprise borrowings, cash deposits,
trade debtors, trade creditors and provisions that arise directly from
operations.

The fair value of debt to the National Loans Fund (see Note 17)
at 31 March 2006 is £13.6m (2005: £18m), calculated using
a discount factor of 3.5%.

The fair value of BW's other financial instruments approximate
to fair value because of their short term maturity.

17 Amounts due to National Loans Fund

Group and BW

31 March 31 March
2006 2005
£m £m

Loans are repayable as follows:
In one year or less 0.6 36
Between one and two years 21 0.6
Between two and five years 2.6 40
In more than five years 52 59
Total 105 141

Details of individual loans:

Maturity Rate of Amount Maturity Rate of Amount
Date Interest % £m Date Interest % £m
2 Apr 2006 14174 06 2 Apr 2011 91/4 03
2 Apr 2007 151/8 04 2 Apr 2012 101/4 06
2 Apr 2007 1334 13 2 Apr 2012 9 04
2 Oct 2007 13s/8 03 2 Oct 2012 9172 07
2 Apr 2008 1218 02 2 Apr 2020 8s/8 10
2 Apr 2008 11 08 2 Apr 2021 8172 10
2 Apr 2009 1114 09 2 Apr 2022 73/4 03
2 Apr 2010 1118 06 2 Apr 2023 5us 03
2 Apr 2010 10ws 01 2 Apr 2024 5 0.7

The government makes capital contributions to BW to enable BW to repay those loans maturing before 2013 (£7.4m) as they mature,

thus removing from BW the need to take out new loans to repay them.
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17. Amounts due to National Loans Fund (continued)

Borrowing authorised by Defra 31 March 31 March
2006 2005

£m £m

Amount of debt due to National Loans Fund 105 141
Bank overdraft facility 30 30

The bank overdraft facility is guaranteed by H.M. Treasury annually.

Analysis of changes in financing during the year

Capital Debt 2005706 2004/05

£m £m
At 1 April 14.1 147
Loans repaid (3.6) (0.6)

18. Capital Commitments

All capital commitments arise within BW. Capital expenditure for which BW had contracted at 31 March 2006 was £5.0m (2005: £1.2m).

19. Operating Leases

At 31 March 2006 the minimum lease payments due in the following year under operating leases to which the Group
was committed were as follows:

Land and buildings Other operating leases
31 March 31 March 31 March 31 March
2006 2005 2006 2005
Group £m £m £m £m
Leases due to expire:
Within one year 0.2 01 05 02
Within two to five years 01 0.6 26 11
In more than five years 23 14 04 03

BW

Leases due to expire:

Within one year 02 01 0.5 02
Within two to five years 01 0.6 26 11
In more than five years 16 14 04 03
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20. Related Party Transactions

During the year, BW entered into a number of transactions with related parties in the normal course of business and
on an arm’'s-length basis. The names of these parties, the nature of these transactions and their total value is shown below.

BW policy is to appoint directors and senior members of staff to the Board of all group undertakings and other key
partners to ensure that BW's interests are properly represented.

Amount receivable/(payable) Amount receivable at
during the year 31 March 2006
£000 £000
Transactions with the Millennium Link Trust, a charitable
company limited by guarantee of which Jim Stirling
(technical director) is a director.
Rent receivable 82 -
Rent payable (82) -
Transactions with the Heritage Lottery Fund, a non-departmental
public body of which Derek Langslow (board member) is a trustee.
Contribution to restoration works 776 1,407

Transactions with EnviroCentre Ltd, an environmental consultancy company
of which Prof. George Fleming (board member) is a director.
Payments made for consultancy services (5) -

Transactions with Country Lanes Ltd, a tourism company owned and managed
by Susan Achmatowicz (board member).
Payments made for consultancy services (3) -

Transactions with Thames 21, a registered environmental charity of which
Mark Bensted (director, London) is a trustee.
Contributions made to assist customer service initiatives (170) -

During the year BW entered into the following transactions with other bodies
sponsored by the Department of Environment, Food and Rural Affairs
Transactions with the Environment Agency

Contributions to maintenance and the Boat Safety Scheme 398 10

Discharge fees ©) -

Transactions with English Nature
Contributions to BW costs of maintaining sites of special scientific interest 10

21. Contingent Liabilities

Contingent liabilities arising from third party claims, valued at £1.5m (2005: £0.5m), are not included in the balance sheet as it is not
considered likely that the amounts will fall due for payment.

BW's accounts include a distribution of £1.7m (2005: £1.4m) from ISIS, our property joint venture partnership, arising from profits
on projects completed in the year. Under the provisions of the ISIS Waterside Regeneration Limited Partnership’s Development
Partnership Agreement dated 18 July 2002, ISIS is required to make distributions on account of ultimate Partnership profits.
During the year to 31 March 2006, ISIS made a net loss of £1.0m and at 31 March 2006, had a negative P&L reserve of

£5.4m arising from costs that will be allocated to development profits as each of the remaining sites are sold. There is a risk

that any over-distributions are reclaimable from the Partners.

In the opinion of the board members, it is unlikely that any distributions made to date will prove to be over-distributions.
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22. Retirement benefits

BW operates a single funded defined benefit pension scheme for all staff. Contributions to the Scheme are determined by the Board,
after considering the advice of independent professionally qualified actuaries, as part of the formal triennial actuarial valuations of the
Scheme. The last formal triennial valuation of the Scheme using the projected unit method, was carried out as at 31 March 2004 and
the amounts of employer contributions agreed for the three-year period from 1 April 2005 are 12% of members’ pensionable earnings
plus £2.3m a year (increasing each year in line with price inflation plus 1.5% a year).

The valuation of the Scheme used for FRS17 disclosures has been based on the most recent actuarial valuation of BW's scheme
at 31 March 2004 and updated to 31 March 2006 by Watson Wyatt Ltd, professionally qualified actuaries. The key assumptions

used are as follows:
As at 31 March

2006 2005 2004
Rate of increase in pensionable salaries 43 % 43 % 43 %
Rate of increase for pensions in payment and deferred pensions 2.75% 2.75% 275%
Discount rate 4.95% 54 % 55 %
Inflation assumption 2.75% 2.75% 275%
The assets in the Scheme and the expected future rates of return at 31 March 2006 were:
31 March 2006 31 March 2005 31 March 2004
% £m % £m % £m
Equities 78 139.1 80 1155 81 109.3
Property 78 131 80 106 81 89
Bonds 4.4 94.4 48 792 49 684
Other assets (see note below) 3.75 9.9 40 0.9 40 0.3
Total fair value of assets 256.5 206.2 1869
Present value of scheme liabilities (restated) (309.8) (273.7) (244.0)
Deficit in the scheme (53.3) (67.5) (57.1)
Related deferred tax asset 16.0 203 171

The value of scheme liabilities for prior years have been restated to reflect an allowance for the impact on members’ benefits
of correcting recently discovered errors in the historic calculation of Final Pensionable Earnings.

The value of other assets of £9.9m at 31 March 2006 comprises cash received from BW at the end of March in respect
of deficit and future contributions.
31 March 2006 31 March 2005

Analysis of the amount charged to operating profit £m £m
Current service cost 6.4 80
Past service costs 0.1 0.6

31 March 2006 31 March 2005

The amount (charged)/credited to other finance income £m £m
Expected return on scheme assets 139 129
Interest on scheme liabilities (14.6) (134)

31 March 2006 31 March 2005

Amounts recognised in the Statement of Total Recognised Gains and Losses (STRGL) £m £m
Gain on assets 355 15
Experience loss on liabilities 19 (34)
Loss on change of assumptions (financial and demographic) (23.2) (11.8)
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2005706 2004/05

Movement in deficit in the Scheme during the year £m £m
Deficit in the scheme at 1 April (67.5) (57.1)
Contributions paid 72 124
Current service cost (6.4) (8.0)
Past service cost (0.1) (0.6)
Other finance expense 0.7) (05)
Actuarial gain/(loss) 14.2 (137)

History of experience gains and losses

31 March 2006 31 March 2005 31 March 2004 31 March 2003
% £m % £m % £m % £m

Difference between actual and
expected returns on assets 138 355 07 15 122 228 338 (52.0)
Experience gains and losses on liabilities 0.6 19 12 (34) 07 (1.6) - 01
Total amount recognised in STRGL 4.6 142 50 (23.7) 6.2 151 330 (731)

Provisions in respect of unfunded pension arrangements (see note 13) have been calculated using the discount rates shown above and
therefore are consistent with FRS17.

23. Restatement of comparatives

The adoption of FRS17 Retirement Benefits (see note 22) has required a change to the accounting treatment of pensions and the prior
year has been restated accordingly as follows:
Other Profit for the
Operating costs finance expense  year before tax

Consolidated profit and loss account £m £m £m
Year ended 31 March 2005 as previously reported (184.3) - 77
Adoption of FRS17 (22) (0.5) 27)

Deferred tax Profit and
Debtors provision  Pension liability loss account
£m £m £m £m
BW Group Balance sheet
Year ended 31 March 2005 as previously reported 553 (2.8) - (24)
Adoption of FRS17 (6.0) 18 (47.2) (51.4)
BW Balance sheet
Year ended 31 March 2005 as previously reported 542 27) - (0.1)
Adoption of FRS17 (6.0) 18 (47.2) (51.4)
The profit and loss charge, under SSAP 24, comprised a regular * Included in other finance income
pension cost net of spreading of the pension fund deficit over the — a charge equal to the expected increase in the present value
average remaining service lives of the relevant employees and a of the scheme liabilities because the benefits are closer
notional interest credit. Under FRS17, three new items are included to settlement; and netted against this,
in the profit and loss account: — a credit equivalent to the Group’s long-term expected return
» Charged to operating profit on assets based on the market value of the scheme assets
— the full service cost of pension provision relating to the at the start of the period.
period, together with the costs of any benefits relating
to past service. Included in the statement of total recognised gains and losses is the

difference between the expected return on pension assets and that
actually achieved along with differences, which arise from experience
or assumption changes in pension liabilities.
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24. Segmental analysis of continuing operations

a) BW Group analysis

(Loss)/Profit Net assets/

(Loss)/Profit transferred (liabilities) at

Total revenue  Operating costs before tax to reserves 31 March

2005706 £m £m £m £m £m
British Waterways Board 1831 1821 201 31 4871
Leisure subsidiaries 58 6.3 (04) 07 (29)
Property subsidiaries 08 06 02 01 29
Other subsidiaries 08 11 (0.2) (0.2) (0.2)
Joint venture undertakings - - 06 (04) (3.9)

2004/05 (restated)

British Waterways Board 172.2 1785 72 08 424.4
Leisure subsidiaries 53 65 (1.3) 13) (2.8)
Property subsidiaries 09 08 02 02 28
Other subsidiaries 07 07 01 - 01
Joint venture undertakings - - 06 0.6 (1.2)
Associated undertakings - - (1.8) (1.3) (1.8)

Figures are reported after incorporating Group consolidation adjustments. The 2004/05 figures are restated for FRS17 adjustments.

b) Analysis of BW direct income and expenditure (excludes group undertakings)

Multiple use Leisure use Not fully navigable
waterways waterways waterways Total
05/06 04/05 05/06 04/05 05/06 04/05 05/06 04/05
£m £m £m £m £m £m £m £m
Income from property
Rents from investment properties 100 6.8 148 16.0 05 04 253 232
Rents from leisure properties 05 04 3.0 2.6 - 0.2 35 32
Other rents, wayleaves, licences and easements 6.2 54 26.6 213 1.6 16 344 28.3

Income from leisure uses

Craft licences and moorings 22 19 138 127 0.1 04 16.0 150
Retail 18 02 11 25 - - 29 27
Angling - - 05 05 - - 0.5 05

Income from commercial uses
Water charges 16 14 21 21 0.3 04 4.0 39
Tolls and dues 05 05 - 0.1 - - 05 0.6

Income from other uses

Contributions to non-statutory works 54 24 8.6 139 05 0.7 145 170
Other income 0.2 0.2 0.7 10 - - 0.9 12
Maintenance agreements 13 10 3.0 20 0.2 0.2 45 32

Government grant 76.1 734
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Expenditure

Multiple use Leisure use Not fully navigable Total
waterways waterways waterways
05/06 04/05 05/06 04/05 05/06 04/05 05/06 04/05

£m £m £m £m £m £m £m £m
Major works (incl. statutory maintenance
arrears and dredging) 55 8.2 298 281 0.7 07 36.0 370
Staff costs 14.8 108 433 454 2.0 24 60.1 58.6
Other operating charges 24.0 139 54.9 630 24 12 81.3 781
Depreciation 15 11 31 35 01 02 4.7 48

Tomleendire 458 340 1311 1400 62 45 182l 175

Waterway lengths 358 miles 1,535 miles 111 miles 2,004 miles

The following waterways have been categorised as multiple use waterways:
Aire & Calder Navigation
Caledonian Canal

Crinan Canal

Gloucester & Sharpness Canal
New Junction Canal

River Ouse

River Trent

River Severn

Tees Navigation

South Yorkshire Navigation
Weaver Navigation

The following waterways have been categorised as not fully navigable waterways:
Cromford Canal

Grantham Canal

Manchester, Bolton & Bury Canal

Montgomery Canal

Pocklington Canal

St. Helens Canal

Swansea Canal

All other waterways have been categorised as leisure waterways.

The categorisation of waterways used in this analysis does not affect British Waterways' obligations set out in the
Transport Act 1968.

The majority of income and expenditure, including major repairs and renovations, can be directly attributed to waterway
categories. Remaining income and expenditure is apportioned between waterway categories in the above analysis on
a mileage basis.
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SCOTLAND
ACCOUNTS

Profit and Loss Account Scotland year to 31 March 2006

2005706 2004/05

£m £m

Direct Income 6.9 74
Scottish Executive Grant 12.0 126
Major works (6.1) (7.0)
Staff Costs (5.9) (5.0)
Depreciation (0.3) (0.4)
Other Operating Charges (7.6) (8.9)
Operating loss (1.0) (1.3)
Profit on sale of investment properties 0.7 15
Dividends received from joint ventures 31 -
Interest receivable 0.3 0.3

Balance Sheet as at 31 March 2006

2005/06 2004/05
£m £m

Fixed assets
Tangible assets 152 159
Investments in joint ventures 27 77

Current assets

Stocks - 01

Debtors 38 40
Cash at bank and in hand 04 -

Less:

Creditors: Amounts falling due within one year (4.1) (6.6)

Provisions for liabilities and charges - (01)
Deferred capital grant (1.1) (1.2)
Financed by:

Investment property revaluation reserve 52 6.6
Funding from BW Group 11.7 133

Note: These accounts do not consolidate the accounts of joint venture companies.
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Grant receivable from the Scottish Executive

2005706 2004/05

£m £m

Grant received in year 12.0 130
Accrued grant at 1 April (2.0) (24)
Accrued grant at 31 March 20 20

Analysis of fixed assets
31 March 2006 31 March 2005

£m £m
a) Tangible fixed assets (net book value)
Freehold land, buildings and structures operational 49 47
Freehold land, buildings and structures investment 8.2 92
Craft plant and equipment 21 20

b) Investments

Loans to joint ventures:
Balance at 1 April 7.7 65
Net movement on loans (5.0) 12

Issued share Equity interest

capital held

£ %

Edinburgh Quay Limited 100 49
Timber Basin Limited 2 49

The principal activity of each joint venture is property development. Further details are explained on page 51 in the Scotland report.
The aggregate amount of capital and reserves and the profit and loss for the year was as follows:

Capital and Profit/(loss)

Reserves for the year

£m £m

Edinburgh Quay Limited (31 December 2005) 7.2 104

Timber basin Ltd (31 March 2006) - -
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ACCOUNTS
DIRECTION

British Waterways Board direction given by
the Secretary of State for the Department for
Environment, Food and Rural Affairs in respect

of the annual accounts.

The Secretary of State for Environment, Food and Rural Affairs in

exercise of the powers conferred by section 24 of the Transport Act
1962 and of all other powers enabling him in that respect, and with

the consent of the Treasury and in consultation with the Scottish
Executive, hereby makes the following direction.

1. The annual accounts, which it is the duty of the British
Waterways Board (hereinafter referred to as British Waterways)
to prepare in respect of each accounting year until further notice,
shall comprise in respect of British Waterways:

(a) in respect of the Board and its subsidiaries
(i) a Board Members' Report
(ii) a Consolidated Profit and Loss Account

(iii) a Consolidated Statement of Total Recognised
Gains and Losses

(iv) a Consolidated Balance Sheet; and

(v) a Consolidated Cash Flow Statement
(b) in respect of the Board (public corporation)

(i) a Balance Sheet;

including in each case such notes as may be necessary
for the purposes referred to in paragraph 2, right.

EE) ACCOUNTS: ACCOUNTS DIRECTION

2. The annual accounts referred to in paragraph 1 left, shall give
a true and fair view of the profit or loss, state of affairs and cash
flows of British Waterways and its subsidiaries. Subject to the
foregoing requirements, without limiting the information given,
and save as described in Schedule 1 to this direction, the annual
accounts shall also, where applicable, comply with:

(a) the accounting and disclosure requirements of companies
legislation currently in force;

(b)the accounts disclosure requirements of para 43 of Chapter12
of the Financial Services Authority listing rules;

(c) the best commercial accounting practice as defined by UK
Generally Accepted Accounting Practice (UK GAAP) and
accounting standards adopted or issued by the Accounting
Standards Board; and

(d)any additional disclosure or accounting requirements that the
Treasury may issue from time to time in respect of public
corporations’ accounts.

3. The balance sheet shall be prepared under the historical cost
convention modified by the revaluation of investment properties.



4. Clarification of the application of the accounting and disclosure
requirements of the Companies Act and accounting standards is
given in Schedule 1 to this Direction. The annual accounts shall
include the information set out in Schedule 2 to this direction.

5. The Direction shall be reproduced as an annex to the
annual accounts.

6. The Direction issued on 27 January 2003 is hereby revoked.

Dated May 2005
Signed by authority of the Secretary of State

J Roberts

A Senior Civil Servant in the Department
for Environment, Food and Rural Affairs

Schedule 1

In the balance sheet, loans from the Secretary of State shall be
grouped with capital and reserves. Interest on these loans shall be
separately disclosed in the profit and loss account. When preparing
its balance sheet, British Waterways shall have regard to the balance
sheet format 1 prescribed in Schedule 4 to the Companies Act
1985. Items A to J in Format 1 shall be presented so as to show
the total of those items separately from the totals of item K (capital
and reserves). The disclosure exemptions permitted by the Companies
Act for small and medium size companies do not apply unless
approved by the Treasury.

Schedule 2
() The board members’ report shall

(a) contain the information which the Companies Act 1985
requires to be disclosed in the directors’ report, where
appropriate;

(b) state that the accounts have been prepared in a form
notified by the Secretary of State with the consent of
the Treasury in accordance with the relevant statute and

(c) include a brief history and statutory background of British
Waterways.

() The annual accounts, or the notes thereto, shall disclose:
the turnover and other operating income, operating costs,
each analysed as follows:

(a) British Waterways (public corporation) to include an analysis
of expenditure on:
() multiple use waterways,
(i) leisure waterways and
(i) waterways not fully navigable

(b) British Waterways' subsidiary companies

(c) British Waterways' share of joint ventures and associates

(1) The annual accounts shall also disclose details of:

(a) rents receivable for the year showing separately rents from
investment property and rents from other property;

(b) interests during the year in other transport undertakings
and other trade investments;

(c) government grant received during the year reconciled
to income from grant as shown in the profit and loss
account;

(d) indebtedness to the Secretary of State (National Loans
Fund) at the year end including details of maturity dates,
interest rates and information about the use of British
Waterways' borrowing powers.

(e) the chairman’s and board members’ emoluments for
the year provided written consent has been obtained
to disclosure under the Data Protection Act 1998 and
if consent to disclosure is withheld then a statement
to that effect against the name of the individual (this
consent is not required where a requirement to disclose
is a condition in the employment contract);

(f) staff costs for the year, excluding non-executive board
members, according to categories of staff;

(g) a statement of the number of employees during the year,
excluding board members, whose emoluments excluding
pension contributions fell in each bracket of a scale in
multiples of £10,000, starting at £50,000.

(h) a statement that the resource Departmental Expenditure
Limit (DEL), capital DEL and resource annually managed
expenditure budget limits set by the Department and
Scottish Ministers have not been exceeded.
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Five year summaries

PROFIT AND LOSS ACCOUNT

BW Group* BW Group BW Group BW Group BW
2005/06 2004/05 2003/04 2002/03 2001/02
£m £m £m £m £m
Direct income from: restated
Property 64.0 557 531 499 401
Leisure uses 252 233 204 181 156
Commercial uses 45 45 45 44 49
Contributions to non-statutory works 145 170 143 279 43.0
Other income 17 18 62 74 64
Maintenance agreements 45 34 41 19 10
Direct income 1144 105.7 102.6 1096 1110
Government grant 76.1 734 94.8 820 64.6
Mowelvevenwe 1505 ie1 1974 1916 1756
Operating (loss)/profit 04 (74) (3.8) (19.5) (9.9
Share of operating profit and losses of associates and joint ventures 77 11 (0.9) 11 -
Profit on sale of investment properties 115 14.8 76 38 21
Profit on sale of other fixed asset investment 35 - - - -
Profit on sale of other property rights - - - - 459
Exceptional costs of business reorganisation - - (54) - -
Other finance income (0.7) (05) - - -
Net interest (payable)/receivable (2.1) (3.0) 0.7 (34.0) (1.5)
Profit/(loss) for the financial year before taxation 20.3 50 (1.8) (48.6) 36.6
Taxation on profits (6.8) (27) 03 44 (27)

BALANCE SHEET
Assets employed

Current assets 86.7 76.3 799 909 101.3
Creditors: Amounts falling due within one year (72.3) (72.6) (71.1) (69.5) (58.9)

Creditors: Amounts falling due after more than one year (51.6) (45.7) (66.4) (170) (1712)
Provisions for liabilities and charges (10.1) (85) (125) (13.0) (12.4)
Deferred capital grant (10.0) (11.6) (13.3) (14.2) (10.5)
Pension liability (37.3) (472) - - -

Financed by
Reserves 4725 4074 404.0 3591 348.8
Debt 105 141 147 147 163

INVESTMENT PROPERTIES

Net book value of investment properties (Em) 4784 4495 4193 3176 2929
Annual revaluation of investment properties (Em) 43.8 56.8 435 252 158
Rental yield per accounts 5.6% 6.3% 7% 6.3% 6.3%

¥2002/03 was the first year that BW presented consolidated accounts. Comparatives for Group results are not included
for years prior to 2002/03.
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