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FINANCIAL HIGHLIGHTS

FOR Trs vLAR BNTED 37 AMARTH CGRQ

TURNOVER

PRE-TAX PROFIT

PRO FORMA PRE-TAX PROFIT

PRO FORMA EARNINGS
PER ORDINARY SHARE

RECOMMENDED DIVIREND

PRO FORMA DIVIDEND COVER

INMVESTMENT EXPENDITURE

K

£51 1 m

£75m

177 m

445 n

1047 n

2:4 times

£264m
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CHAIRMAN'S STATEMENT

In this fiest Report for Morth West Water Sroup FLC, 1 am deiighted 1o
wolzome ol owr British and intermalianal shorchoidms ond o resord
resulls that confirm moxk creouroging progress in the private secior,

Turnover rose to 2511 miliian, on inkiease over the previous year of
almoit 12 per cenl, and pre-tox profit of £75 milien excecwed the
Prospectus forecast of £70 million, Pro forma pesfit was £177 willian,
£5 millian over forecast,

Investment expondilure advanced to (264 million and will continve to
werease in the 1990: as we implement our £4.3 Blllion plon 1o improve
water and woste watar services lhroughoul the region. An Incrensing
share of the programme is concerned with aw.aonmenial improvements,

We ore committed lo provide high quality water services 1o our Narth
West custemers and welcome the new ecoromic and environmenial
regulalery arrongemenis that hove been infroduced,

Continving te improve our water and woste waoter business iy our main
prierily. Al the some time, we are developing further othor business
aclivilies, concentrating on our strengths for seluciive exponsion of home
and overseas. In particulor, we gre buliding on our skills and experlise in
designing, engincering and operating wader asd waste walx? systems,

We have o long and provd record on conservation, publis actess and
recreation, ond have renewed our commitment and delerminolion leo
continug posiliver progress.

We helieve our thareholders, many of whon are cuslomers, shorg our
confidence in the further succzssiul development of Modth Wt Water,
Qur lcam of employees, lhe grea) majority belng shareheldary, haove
extensive experience, second-to-none, of modearnising tha infrostructun
of the waler industry. | thank them oll for tising so exealienily fo the
many challenges of last ynar and Tor striving for now athizvements this
year,
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THE GROUP BOARD
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Stisnsting

James Cropper, Alan Pendlelon, Froak Sanderson, Rodnuy Leach

Tonte

Clare Baolton, Robert Thian, Dennis Grove (Chairman),
Brian Alexander, Archibald Ramsay
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THE GROUP BOARD

* Donnis Grove o 143, Chaliman Fotmerly a senfor executive with the Dunlop
Groyp, chairmen ond ckiel exectlive of Sanoto Eurcpe, and © vice president of
Sonoco ntesnaticnat. Mr Grove wat cholrman of North Wesl ‘Waler Authority from
1 Oclobor 1985

Robert Thien .« 2 e, Beae (46}, Chief Executive Fernterly manoging
Jdrecter, Qionc Phaormasesticals, Peslugal; Euvropecn regionnl director, Abbott
internaticno’, and vice prasident of Novo fndusteies.

Archibold Ramsay ca rowa, iopms, av: 1571, Group Fionacial Directer, Formerly
grevp finangia! contretior, Courtaulds; grovp finance direcior, Intornaticnal Painl;
apis grows fnance director, Py~ im House Group.

Brian Alexander .y ser rwvin {58), Maneging Director of Nerth Wast Water
Umited Formerly planning and enginrerlng director of Marth Wesl Water Avthority,

Nen execelve Direclerss

* Clare Bolton ra foa am s {38B), 0 lax partner in Coopets & Lybrand Deloitle.

* Jamos Croppor o, rca {511, Chairman of the Audit Commitiee. Chairman of
James Croppar {Papermaidrs},

* Rodney Leach no o, rena, tom, 10 [58), formerly a pariner In McKinsey &
Company; an execulive director of P&D; and thiel axeculive ond monaging director
of WSEL,

* Alan Pendleton me ek comm, e, 5154 {61, Chalrman of Kemutas Group ond
ron-executive direclor of Chisfinin Grovp and of Nord Anglia Education Formerly,
nianaging director of West's Group internaticnal; ond o direcior of Thbury Groun,

*Frank Sanderson o, kmesy, Kwem (53), Ciigirmar of the Remunerotion
Committes. Chairman of Acumen Technelogles; Cloorcall Commuenicallons; and
Wyatt Brey; and o director ¢! Hritith Water ond Wastewater. Formerly, divisionat
managing directer {wator enginecting divislon) of Bobeock Infeinational,

Secralory

Johin Totlow wuw, toter

* pembar of the Audit Commillen
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ROBERT THI1AN
CHIEF EXECHITLIE

“As a utility, we shall deliver our promises of purer water
te our customers and a cleaner, safor environment for our
¢community - both at a reassnable cost,

As a public lirnited company, we shall deliver our promises
of rea! growth In aarnings per share and of dividends to
our sharchelders.

In achieving these goals, wo shall be invasting in qunlity
throughout our operations.”
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CHRIEF EXECUTIVE'S REVIEW

Key issues

MNaetth Wost Woter starfed s life in the private octer os it plans to
cootimee: @y an efficient bus'wess, serving the interests of our four
stakeholders = cur vustomers, our community, our employees ard eur
sharcholdars,

The four are interdepondent. The market forces which are brought to play
thtaugh the pueblic mading in our shares, previde o pewerful ond
consteuzlive incentive for the efficient use of cur resources.

Qver the next decade, the privaie sector will provide us with the funds
fat our investment programme -~ without the stop-go«stop imposed by
public secter borrowing limits.

That is goed news for our customers and wur zommunity, who will be abie
To count on the substential improvements to cur services which they
deserve. Our customers will benefit from further improvements fo the
quality of drinking water and our communily will enfoy the fruils of
cleaner, safer environment, af a reasonalie price.

It is also good news fo. our employees, whose skill and dedication hos
only been matched by their frustratior at being periodically starved of
the resources they needed lo get the job done.

To mect the needs and concerns of our stakcholders, North West Water Js
tackling thiee key issues: the management of cur invesiment pregromme;
the drive for higher stondards of service and operating efficlency; and
intreasing regulation and envirenmenlal standards.

Invostment programme

I 1974, North West Water inlierlied somo remnants of the industeial
revoluton which, although grandizse in their day, by the time they
reached our honds, were badly dilapidated os @ result of underfunding
artd necleck

Maorth Wesl ‘Water invested over £1 billiaa in the 1970s and o furthar
£2 bil'an in the 1980s, renovaling the water mains and sewets,




CHIEF EXECUTIVE'S REVIEW

upgrading old and building new healtnen! works ond plonning and
implementing lasting selutions to the pellution problems of the region,

But there is st o lot of catching up to do, so we are changing gear ye!
pgein and are set to spend more than £4 billion by the yeer 2000 - o
large proagramme by any standords,

Whilst oyr rate of capital invesiment is accelerading, each step Is quite
manageable. In facl, our investment programme currently comprises
something over 8,000 projests, of which around 1,000 have an individual
value of maore than £50,000,

The projects themsalves are spread between waler resources and supply,
r water distribution and woaste water treatment and disposal functions
within the Company and the sewerage agencies, This offers forther
flexibility to the programme and comfort to our customers and local
communities all over the region.

Qur roal strength, howaver, comes from our blend of skill and experience, |
built up over the last 16 years, In managing the largest and fastest
growing invesiment programme of all the British waler ple's, !

Much of the engineering work 1s carried out in-house, by our large team
of around 600 qualified engineers ond

b i“:f,mﬁ‘fy“:m:a??nag? planners. Qur fong stonding commiiment
! 220 yalew of projects over £58,000 to recruiting only the best young englneers
; "mi and  providing  them with  ongoing
| Mo st development and the Jatest technology s
. ]
: 3ae | 1990 91 now beginning ta pay dividends.
. f [ ]
: = proects Qur pioneering “'whole system” and “'last
W track” approaches to investment plenining
La and declsion-making contribute both to
oo | the qualily of our solutions and o the
I 3 apllmisation of the cost/benefit rollo.
\ ‘. These disciplines opply equally lo planning
T Temis 25010 LAGD 1 6000t Jocno+  for water supply as ko wasle water and
40999 565 R§e9 force us 1o comsider the efficiency of
Picecr valve [EQ000
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CHIEF EXECUTIVE'S REVIEW

and the effegt of all owr projects in the fnvestment
context of the wholo system, b e
Lo | WED Bl a
Also | - C of | f 1QRe SO0
5 : ww it
ehampcrzrleml is the nelwork of spegia - R
reladionthips Norih West Water has built
up over the yoars wilk lpading specialist 90
consulting  eoginoers, conbroglors  and
manvfaciurors, Some of our shotegic
olliancos contribule to the expansion of 490
our inlernational operations as well as
help us complete our domestic programme . ‘
o the required slandards, on hme and kN I T
Wiklor Seworcgn Chher

wilhin budget. Supsiy
& o aanbetou
Technelogy, too, plays an important part. We are among the leaders in
our Industry ond our R&D progromme is designed to improve that
position. We are using and developing state-of-the-art technology in
planning and design, in projsct management and in digital mapping; and
we are af the forefront in the specialisod areas of geotechnology,
hydraulics, microtunnelling and infrasiructure surveying and renovation,

Finaliy, there are managemen? faclors which contribule 1o the securily,
quality and  cost  effectiveness of our Investment programme:
management focus, responsibility and accountability, tight financiol
control and an Increasing emphasiz on quolity inshouse and with our
suppliers, There Is no magic, just the setting of high stondards ond o
maeliculous atfention 1o delail upon execution,

Higher standards of servico and oparating eftlciency

IMernationol, Europeon and British awareness — hoth of the general
public und the environmental authorities — has raised everyono's
expoctotions of woter ond waste water companies.

Al the same Bime as improving Hs standards of service, North Wast
Woler ha: been able fo cut back its oporating costs from around

Wosle wiley
traestmadt



CHIEF EXECUTIVE S REVIEW

Operating costs 60 per cent of turnover in 1980 lo last

ot turnover year's 46 per cent, A similor trend hos

been refiected in the employee numbers

This has been wuehleved despite  the

substontial increcse in workload arising

ol from our growing investment programme
and from our rising stondards of service.

: Thesa cost reductions represent  reol
o produclivity geins, the benefits of which
have flowed through lo our customers in
lower price increases than would ctherwise
W3 @i B2 BY LA 85 B¢ &7 B 8P 90 have been possible. The drive for increased
¢ etts onLusie dhegroan 1.on oot nleashie, hrg rgitewe | efficiency will inlensify this yeur and
conlinve through the decade.

!
!
1

The emphasis will be placed increasingly on structural and organisationa!
impravements, on the enhanind use of progressive information services
ongd on lechnological breckthreughs. Once wgeln, ne miracles, just
management-driven change.

Increasing regulation and environmental standards

Morth West Waler's customers and community ore demanding purer
deinking watee and cleanes rivers and boaches and our commitment to
salistying these needs is inviolale,

The row Drinking Waler inspecioraie antt the National Rivers Authority
will be monitoring our prograss ond ensuring @ achiave our goals, The
Direclor General of Water Services will ensure thal we do $o ot a
reasonalle cost to customets,

Notih ‘Mest Walers commitment to meeling the expectations of its
sharchalders ond its employees is equally Inviolate,

\Wa #xpect lo prove thal, as a privale sector operalien, we can meet all
thote commitments demonsirably belter than we could in the publiz
seclor. Our efficiency ard productivily gains ore driven by the




CHIEF EXECUTIVE'S REVIEW

requreniont to meel tha erpeclolions of our customers, cur community
end qur shereholders.

The amvironment is iiow firmiy on polificel ond ecenemic tgendas. 11 is
accepted thal mucth needs 19 be done, but the questions remain, “How
murh?" acd "Who poy:” Informed people and communities <are just
beginning ‘o realise hew demanding ond expeasive the envirermentsl
clean-yp will be.

The funding walfernatives ore in the honds of {ocal, naticnal and
Eutopeon palihcians, It is crucial that, whatever their chowces, our
wack i3 not delayed. If acything, it should
ke accoteratend.

Two recent examples token from events in
our region serve (o illusirale this: the
treatment ond long sea outfall issue, which
concerns the Fylde Coast, amongst olhgrs; .
and the sludge disposal debate,

It is the communitivs with the
envirenmental problems which decide whal
standords mus! be mel In most cases
national or EC standards are odopted —
and these are chonging ropidiy.

North 'West Waler 13 then mundoted 1o
select  we  sdlufiony  which meel  the
requited speafications at the best cosl, Any additionol tost to that whizh
was foreseen and agreed with the Government in our oripgingl K
Investmen) progremma will be eligible for costsgans-through, The Direcler
General i3 the guordian of the integrily of thal arrungement on behalf
of hath aur customers and our shercholders.

HNorth West Waler i3 copable of inplementing soluians to the regicn’s
waste water pollution proklonrs und wo /e keen to gel on with the jeis.




CHIEF EXECUTIVE'S REVIEW

Hawever, delays do happen, especially when ine community connol og,eo
cither cn what it wants or how muck it Is prepored to pay.

L haugh ek delays are part of the demeuralic piscess, it i+ esserdial
thent a backlog is nol ollowed to build ¢p.

The envirenmental services indnstry i3 obd e edge of o haal wave of
domang ond North Waed Waler s particolarly well sloced o take
advantage of this - holh of home and oversios,

Investment In quality
Norih VWrest Waler will eeatipue, at it has started, ox o proiperous ane
efficient business.

As a utility, we shall delivar our promises of purer woter lo our cusiomers
and a clecner, sofor environmenl for our
community ~ bath at a reasoncble cost,

As o public Timited company, ve sholl
deliver our promises of real growth in
earnings per share and of dividends to our
sharcholders,

In achleving these goals, we shall be
investing  in quolity  throughoul  our
operabions,

v v forn ol @ ternge mat ogan’ B | - wie

¥ v investment in quality winch will.
© provide aur customars with the services ey want
& L=ip improve praductivity and drive down cosls
# cnsure our Invostinont programme is completed on hime, willin
budget und 1 specifhation

If is Investment ia quality which will make Neotth West Water a long lerm,
secure dad profilable investment for our shareholders, many of whent are
alzo customers and employees,

Robert Thian

14




i SENIOR MANAGEMENT

Stonding-
Eric Harper Cuat s, John Tetlow Company Sseretary,
Dennis Cleqg 1eod of Plonvieg

Scated:
Robert Armstrong Feacwie: Birectsr, Rabert Farguson fmence Cieca,
Michasl Dyer Opeotan Tister, Alon FOX tagneenag Bhector
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REVIEW QF ACTIVITIES

tho gecr bos been dominated by privatisotion, @ rigerous, intensive end
demanding process. We have moved sutcestivily 1 @ new corporate
strusbure with our principal subsidiory, North West Water Limited,
eperating within a new legislative and requlatory framewark,

At the same fime, we continued lo pravide water and waste water
teevices to our custemers, round the cock, to moke impravements to those
services, ond 10 create and take wider business opporiunities.

Particutar feotures of the yoar were:

¥ major investmeat programme achioved on targe?

® increcsing contribution to environmental improvements
® mprovenients in the quality of services to our customers
L

continuity of watar suppliss mainiained during one of the driest
summars on record

[

in¢reasing emphasis on innovation and technology

major project ewarded in Pakision
@ dadicated workforce meeting tha challenges of the year

Regulatory framework

The new rogulatory arrangements for our
watar ond waste waler services business,
intreduced by the Waler Act 1989, are
significantly different from those applying
lo the former wali  authorilizs. They hove
baen redefined, extended aor made mere
stingert, and  nlioduce o more
temprehensive fromework of enforcement,
A new system of eccnomic regulation has
ulio heen introguced,

New regulotors were eslablished, principally the Directer General of
Watar Services and the National Rivers Authority, Tho Director General
is particularly concerned with cuttomer service standards and economie

17




REVIEW OF ACTIVITIES

“

ragulation. This recognizes the need for businesses to ve properly
fingnoad, as ~ell a3 for custemess’ inlerests 1o be protected, in padicular
by qontraling chorges. The Noliona! Rivers Authority’s responsitilities
inghida the proveihon of water pallutien,

Comsiderable investigation, onalyzis ond plotning wete necessary duting
the yeor to encure progrommes were in ploce to secure compiionce with
the hicher standards required by the new regulations. The standords for
drinking water quality had o perticularly high public profile as, more
recently, have those relaling te discharges to the seo, rivers and other
werfeze watars,

Investment programme

Que nvesiment torgel for the year was achieved. The invesiment

expendilure of £264 million represented o 20 per cent inerease on the
previous yeor.

During the yearn
@ 305 new projects were slorted,
ranging In cost from £50,000 to
212 million ond with ¢ tolal valve
of around £220 million

® 34 major projecis for refurhished cr
extended water ond waoste woler
lreciment works were compleled at o
total cost of around £146 million

o 630 kilomelres of woler meins were
laid, renewed or refurbished al a cost
of around £44 miltion

& 90 kilometres of iewers were lold,
renewed or refurbished gt o cost of
around £78 million

We must ensure volue for menoy from our investment, An exampipe is

18
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REVIEW OF ACTIVITIES

proading additiona! copacity atl seme woste water treatment works to
enable the trantber of flows from  other incdequate er
vagatisfactory works, which can thea be closed and their sites made
available for other uses, Another exampla is the increased use of plastic
far naw pipewark, which meaas a big saving in fulure maintenance costs.

Improving the envirenment

A major port of our investment programme is directed towards continuing
the improvement of the environment, particularly by the rafurbishment of
the sewerage system ond of waste water
treatment works to improve the quality of
discharges 1o watercourses and lidal waters,

As port of our exlensive programme for the
Mersey Basin clean-up, we have already spenl
more than £400 million over the lust five yvears,
During the vyeor, the €8 million Waullasey
interceplor sewer ways completed, some £5 million
was spent on the Liverpool inlerceplor sewer, and
a stoart was mude on the £5 million Green Lane
interceptor sewer. We conlinved ‘o loke o
positive role in persvading other industries le
improve their discharge arrangemenis by taking
sitable wastes into the sewerage system.

We welcomed the Government's initiatives,
announced towards the end of Ihe yeor,
concerning the ending of disposal of waste water
sludge ot sea ond add™onal treoiment for
discharges 10 estuarial and coastal waters,

We ato currently licensed lo dizpose of some 1.94 million wet tannos of
siudge o sea, with o similor emount being disposed of moinly to
agricvitural land, or landfill, or by incinoration, There are no insurmouniable

19
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REVIEW OF ACTIVITIES

prasiical of whnicol difficeities in complying with the requirement do
coase disposal 1o 57, OF courte, ihis will not of itsell solve the problem
of studge. We nusa sufficient time to complete our plans fer, and to
constrect and being into operation, alternative arrangemonts which are
likely to involve additional investment and operating expendilture.

T+ ..ounzement that o'l signficonl waste waler discharges should
= give ircatment was followed in Moy 1990 by the Secretary of State
foi tha Enviconment's decision to reject our long sea
outfall solutien for waste water disposal on the
Fylde Coast as it did not include treatment. Qur
original tedbnical assessment and recommendation
was designed to ensure thol the Fylde boihing
wators would meet the Evropean balhing waiers
standards using the self-purification capacity of the
seq, which would have resulted in the lowest cost to
the community.

We are confiden! we con present environmentally
acceplable alternative proposais for consullalion
before the ond of 1990, Extra trealment focilities

CARAC Wit fo laver Park = Howwed
vill clearly improve standords, bul will also add  Hommersley, chaltmon, Reb Brinsz, poerzie ),
. . fea Brodre, deputy chairmon, and Bl Foter,
significantly lo the costs of the Fylde Coast rectoahon and EONLervELON managey

clean.up.

Our commitment !¢ the eavironment has other focels. As a mojor
landowner in the Norlh Wesl, we will confinue fo respect the speclal
charactet of the countiyside in our care ond lake owr environmental
responsibilities  seriously. The new national code of practice on
conservalion, access ond recreation issued by the Sccrelory of Stale
reflects our policies, proctices ond prozedures. We are ensuring that all
our aclivities are underlaken with best environmental practices at the
forefront,

Curing the year we established the indusiry’s firs) advisory commitice of
independent experts. CARAC, the Conservalion, Access and Recreation




REVIEW OF ACTIVITIES

Adwisory Commitice. enlists the knowledge, ills ond experiite of
errcamental @d seceeational erganisetions ond lotol ©

asinh ua in these impartan) oreas.

Improving the quality of sarvices to aur water custormers

Wae are introducing new codes of practice rolating to standlards of service
and fgr the prefection of costomers' interesis. A general code for
domestic custemers describes our services cherges, conmplainis and
emegency arcangements, and glves information about
aregngemenats, melers, and the role of the Direclor General's Customer
Sasvice Committee for the North West, There are also eades relating to

disconnectiens of supplhy te demaestic customers and |
metered supplies 10 domaestic customers.

A scheme has alse  been introduced  which
guaranices specified standards for resuming water
wpphies after imerruptions; for resporats to biling

A greatl deal of effort has bee

Letlegy Pleior, € tomer etviony apecion, progrommes ore conlinving, 1o

affcort and soutteasd wersicy (4 a 2P

e by we respond to cuslomard when they contact us.

Agreed artrangements are in place o onswre that complaints referred 10
us by the Custome? Service Commilice ore deall with efficienily and
thoroughly. We were represented al the Commitlee’s inougurel meeting
in May 1990 and look forward to devaloplng a positive and construchive
colctionship with the Committec to the benefil of our cusfomers.

uvihorities 1o

eakage from

enquiries,  requesis for different
grrangements ond written complaints aboul waote?
services; and keeping written appoiniments.

n directed to
improving ouwr pocedures for nolifying customers
of our works pregrommes and of plonned
interruption: 1o ihelr water supplies.
improve QU

o conomer s Bvelyn Ankn = on oppioach 10 customer core and the wo
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REVIEW OF ACTIVITIES

Action o4 paek of our substontiod avestment progremtme i melntain and
empegver drinkeng water guality has ingluded:

® provition of automatic water quality manitering equipment and
eatment process centrels at many woter freciment works, linked
i3 the regional telometry sysiem

@ use of groruler activaled carbon of the Huntingten and Sutton
Hall water dreaiment werks to improve taste and odour contro! in
swepplies frem the River Dee

® intraduchen of additional
chiorinution  facilities at  service
retervoirs and  elsewhore in the
disiribution  system 1o provide
bollor contrel of disinfection wilhin
the system

@ [urther measures lo revluce the toke-
up of leod 1rom customers' service
pines ond plumbing

The results of analyses of woler samples
laken are now recorded on the new walor
qualily register, open to inspection by the
public at 2} of our offizes throughout the
region,

isuilot~ o tokelond toerce

Qur programme for replacement and maintenonce of waler mains hos
conlinued lo reduce the loss of water through leakage, contribufing te
cost savings oad to maintaining watar supplies to our customers. Where
bursls cause loss of supply to customers, over 99 per cent of supplies are
resiored within 1 2 beurs,

Contirvity of watar supplies

The summer of 1989 was ane of the warmest und driest ot record, but
wp were able fo maintain supplies to our customers. This was achieved
because of owr integraled woter supply neiworks which we continue
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REVIEW OF ACTIVITIES
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REVIEW OF ACYIVITIES

t> meke more Pexible and robust, our intensificd pregramme for reducing
leakage from qur malns, the effers of cur operational stoff and, not
feast, the conscientiousness of cur customers In respending 1o ppeals for
weenamy in their yse of water.

Qur raserveirs wore fully restored by the exceptionally heavy rainfall in
Jongary end Febrvary 990 ard we are confident we can centinve te
meet the demoands of our customers,

Reszarch, technology and Innovation
We e piving increasing allention to our vigorous R&D progromme, to
innovatan and to the exfensive use of new iechnology. We see real
benefits aceruing in  financial, service and
envirenmental terms, from the rapid adoption of
now wdeas and processes.

Wae have alse inlroduzed o major new computer
system to help in the vital tosk of menitering our
fnvestment  programme. The customer sarvice
system for logging, pregressing ond monitoring
maintenance and repoir work to the watore
distribution system was erhanced ond improved,
Haod held computers are now used for speedier
reading of melers and mere cost  effective
preporotion of bills,

Qther developments inciude:

® a now regional telemetry system, inlliolly, over 1,100 oporational
sites will have remote moniloring and control facilities, making
sperational data ovailable immediately ot distsict and regional
control centres, Most new capital projects inzlude tolemetry finks
avd the system will be axtended ta merme Pen 3,000 siter in the
next few years o provide comprehor.ive in smsation and contrs] of
viater and waste water systems

5




REVIEW OF ACTIVITIES

® computerisad  ophimisalion of cemplex water seource sysloms
meleding the Lake Distiic} and ilancashire conjunctive wse systems,
ks mirimise energy censumplion

@ fast treck constmestion systems o reduee substanticlly the fime
taken to build new works

® incrensing vse o new techniques for water maing refurbishment,
wiluding die-drawing of pipes, reducing cosily excovelion werks
and disturbance @ roard vsers

® microtunnelling - pilot trials undortaken o) sites in Northwich,
Whaley Bridge and Acerington to
ossess the various systems avoilable
for laying sewers, similatly reducing
excavation costs and disturbance

@ process design for ommonia removal
frem waste woler, based on pilot and
full scale plant siudies of warks af
Davyhulme, Rochdale ond Burnley, This'
I of particular importance for the
Improvement  of dischargss  and

i o

VR 3 therefore  for  the quality  of |
ggfﬂi’:::gm:ﬂ;(iﬁy Bavid Bippier, Environment walercourses !::
3
We nicke extensive use of the experlise of the Walar Research Centre ‘:
{1989} ple, of which we ore the lorges! shareholder. We heve played a ::
leeding role in work co-ordinated by the Centre on the design ond %
management of sewnrage systems to minimise the environmental impact
of storm waste water dlischarges on welercourses. We are ploneering
with Salferd University the use of radar in managing urban drainage
Systems., k
&
Curing the year further plants incorporating one of the werd's mosi ,
advanced combined heat and power [CHP) systems were commissioned, 1
Incroasing the number uting that system in the region to 14, This brings b3
lo 22 the total number of wosle water treatmont works  with "
o
»"‘l
3
bk
26 ."“r
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REVIEW OF ACTIVITIES

CHP plants. CHP systoms wie meihone gas frem the beolmeat process 1o
gorerate olccteicty. Thia  wed to pavwer the works, thus 5QVIngG £9efd)
costs and the surplug generated is sold to electricity supply companies.

Other business activities

The develspment of other business aclivities at home and wbroad
coatinups to be a key oloment in horth West Walar's business strategy
for the future.

Qur joint venture in tho City of Ipoh, in Malaysio, is into its second yeor
We ore now managing the existing water teotment focilities and
ackieving significont improvemends and cost savings. At the sume time
construction work is underway on the new

£75 millien vpgrading end extension of X

" . 1] “ynan K “\;.
treatment ard  distribulion  facilities, NS
wheer we are respensible for the process PR i

it W "" I
design and fulure operalion. ot

This contract has created  further
opporiunities for North West Waler in
South East Asia and o memorandum of
understonding for o similar project hos
been signed with the Government of East
jova,

During the year, we secured one of the Business Develo sment Direcior, lon Ritehe, weltoming Ayt
. Qictlawa Oshen nabi, o Nigerdan vititor

largest consultoncies ever oworded by

the Ovarseas Development Adminisirotion, to provide menogement

eaperfise over o five year peried 1o the City of Lahore, in Pokishun, to

assist in the improvement of its water supply and distribution, ond

sreatment of waoste waler, We now have similer confrocts in 16 other

countties including India, the Bakamas and Egypt

Wa are continving to develop our property portfolio in the North West
parficolarly o3 property becomes ovailable through chonges in the
operating requiremens of the main water businest A [oint housing

27
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REVIEW DF AQCTIVITIES

davelapment in Blackburn with Beazer Homes [Notthern) Limited is wer
undorwoy and iy proving successful. A planning application will be made
sherhiy o dovelop fointly with the seme company a 19 acre site, north of
Manchester. We are also plenning several major commerdial property
develepment schemes in the North Wesl, including a prestigious business
park in Tameside, Grealer Monchester,

Employvas rising to the challenge

Cur effochivensss os a compony depends substartially on the dedicotion
and commilmen! of our employaes, These qualilies werz amply
demonstrated during the rigorous privatisation process and in the ofher
developments and octivities during the yeor which are descrilsed ir- ihis
Report Collectively, our emplayees rocognise thal they have o meier
stake in the profitability of the business. Lrdividually, the great majenly
ate now olso shareholders. The success of the Company and their suceess
are hound together,

We will confinug to ensure high quality recruliment aud o invest in our
employees tivough further troining nnd development,

During the yeor:

® our new Open and Distance Learring Centre
was  ppened  enabling  employees  to
vndertoke iraining af the lime and pace
best sulled 1o their requirements

@ over 5,000 course places were token up by
employees at oll levels

@ a major progromate of modilar lraming for
all firsy ine monogers was underlaven. For
seme, this involved regulor altendonce of
the Manogement Cenlre af Wigan College
of Technology to undertake a toilor-mode
pregromme, cu'minating in the award of the

Chathe Gaos de, gipaiayer, Maasg wi Matinnal  Examinaobon  Boeord Supervitor,
Aen Cyrppare, Wt Y Swoakoves ’

Lerrp foihoe

Manogen.enl Cerlificale
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REVIEW OF ACTIVITIES

8 with & aumkier of other mojor Neodh West
comgarnies, Norlh West Water was a fevnder
membor of the consertivm MBA pragramme
argonsed by the Managemenl Schoot at
tantaster University

& our livks with education and the community
dovilopod significantly, including co-opuration
with Jocal schools and the provision of help to

Jne Norih West Regionol Teacher Placement

Serviep Leoming obout noture ot Warthington Lokors
Shevington Loty Countryssde Gl with
rongpar, Ann Cochram

Qur glaring for the Future includes, in e current

yoor, aur farges! ever graduate intake, There will also be uver 80 summer
projects on offer ta shuth fermers and undergroducios to help them learn
about industry and aliract petential younrg recruits,

Qur safety record continved the Improving trend of the pravious two
voars «~sulting in on annual incident rate for the year which iy the lowest
evor achieved by North West Waler, A further drive o improve sofely
perfemange is undorway in the current year,

June 1990
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RIRECTORS® REPORT

Company formation

Rarth West Woler Gravp PLC wes incorporoted in England and Wales
gn ¥ April 1939 under the Comparies Act 1985 as « puble limited
cempany Gad o 1 Seplember 1989 was gronted a certfitole o do
husinoss under sectioa 117 of thet Agh Qn 1 Seplember 1989 the
properly, vighls aod lichilities of North Wesl Water Autherity {other
than Puse transferted 1o the Noticno! Rivers Authority) were vested in
Morth West Water Umited, a wholly ouwned subsidiary of Neorth West
Water Group PLC,

Principai activities

The main business of the Group is the provition of waler supply «and
sewerage services o the porth west of Englond, through its principal
sobsidiary, Nerth West Water Limited, which holds the Appoiniments as
water and seweroge undertakers under the Woler Act 1989, 1t is this
part of the Group's business which is subjeet te regulotion by the
Secretary of Slate for the Environment, the Direclor General of Water
Services and the Natienal Rivers Avthorily,

the Group is also engaged in commercial aclivities in dhe UK, such o3
ferestry, fish reoring ond monagement and development of Group
properties; and in projeet managemeat and  technical consullancy
overseas,

The Chiet Executive’s Roview aned the Reviow of Activities, to be reod in
conjunction with this Report, oppear on pages 9 te 29,

Profit and dividend

The results for the yeor set out in the consolidaled profit and ioss account
on page 34 shaw a profit on ordinary agtivities before lox of £25.3 million
{£177.3 millien on @ pro fermo basis). This pxceeds the profit foreca.t of
£70 million (£172 million on a pro forma basis) sel out in the Prospecius
ond has been dedored afler charging costs of 11 million for
resteuctaring,

The profit for the year oitribulablo 1o ordinary sharcholders omountod
to £36.2 millicn and the relained profit of £18.9 million wos *ransferred
to reserves,

The direclors recommend o dividend on the ordinory shares of 10,47p per
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DIRECTORS REPORT

thaie foe the year to 31 March 1990 for poyment en | Datohor 1950 to
sharehslders on the sequster of the close of business on 23 fuly 1990,

Fixed assets

The cssots af Naath West Water Avihority vosted in North Wes) Woler
Linvtod comprise substenticlly oll of the Greup's fiaed assels. There are
stiingent  pravisions  within  the Woter Act and  the Appoiniments
rogarding the dispesol of land and buildings, the majority of which are
needed for continviag cperaticas and are ot readily adeptable for
ofirer wses. In these circumstancey, the direclors ore of the opinion thot
the values shown in the Accounts properly reflect the exisling vse volue to
the butiness and ore nat significantty $ifferant from their morket volyes.

Chonges in fixed assels during the year are shown in note 12 1o the
Actounis.

Share capltal

The Cempony has an authorised share copital of £475,000,001 divided
inla 475,000,000 erdinary shares of £1 each ond one special rights
redeemable preference shaie of £1. The issued share capital, credited as
fully poid, is £355,829,001 divided inte 355,829,000 ordinary shares
and the special share,

Further details of the Company’s share copital are sel out in note 19 to
the Accounts,

Tha direclors have a general authority to allot shares given hy special
resolution passed on 20 November 1989 and valid until 19 November
1994, The number of shares outhorised to be allotled which ~emein
unissved is 11 8,609,000.

A tpediol resolulicn will be proposed at the Annuo! General Meeting to
tencw for a period of 15 menlhs or, if earlier, ualil the conclusion of the
Annual General Meeting in 1691, the Company's gencral powers to
disapply sfalutory pre.emption rights under section 95 of the Compunies
Act 1985 to allow sharos 1o be issued for cash other than pro rato, if
passed al the meeting, the resolulion will give 1o the directors the power
1> issue shares in connestion with a rights issue ond shares for cash up to
an aggregote reminal value of £17,791,000 being 5 per cent of the
iswed erdinery share copital.

3



DIRECTQRS" REPORT

The divectars beliova it is finpettant 'n the interesis of the sharehelders
that they should Lis goven this limited outharity to allot shares for cosh,
which will give ditecters some flexibility in  finonzing  business
oppartunities as they arise,

All sharos in tho Company sald on an instalment basis under the Offer for
Solo were registered in the name of Uoyds Bank Pl and will remain so
until ol of the instaiments on the purchase price have been poid to HM
Government, Except for this arrangemenl, the direclors hove not been
nolifled of ony interest ameunting to 3 per cent or more of the nominal
vilye of ihe issued ordinary shore copital of the Company.

The Company 5 not a close company within the meaning of the Income
and Carporation Taxes Act 1988,

Dlroctors

The present diret'ors are listed on page 7. With the exceplion of Mr
Thian, wicse appeintmient was effeclive frem 1 January 1990, afl the
directors lisled were members of North West Water Authorily before
privatication and were appoinled directors of the Cempany with effect
from 1 Septembes 1989,

Mr Romsay and Mr Sanderson, who are the direclors to retire by
retation, will offer themselves [or re-eleclion. Mr Thion, who was
appointed to the board under the pravisions of Article 89, will also scek
re-election.

Mr Thian and Mr Romsay have sz2ivice confrocls with the Company
terminable by the Company on three years' nolice. Ay a non-execulive
direclor, Ms Sanderson does not have o service contract,

Full datails of directors' interests in ordinary shares are set out in note 5
to the Accounts. From the end of the financial year untit 5 June 1990, ne
chenge took place in these interests,

Al no fime in the yeor did any direclor have a material inlerest in any
wontract or arrangament which was significant in relation to the Group's
buliness,

Employeas

The Group has estoblished an exrensive range of communication and
censultative arrangements designed lo ensurp tha! employees ore kept

K
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bty informed about dovelopments in the business, including s Ginaneiol
petformgoie. The Geoup obio pluces great impertance o1 training in
technical and management skills and en employee development,

Qr Faotaton, coployess were given the oppertunily lo porticipate in the
ownership and perfoimance of the Compnny by purthasing shores ond
mare than 94 per cent became sharehelders, dony were oo granfed
chare oplions vader the Employee Sharesave Scheme, dotails of which are
given in note 19 1o the Accounts.

Following flatation, optien were granted lo executive diractors ond
cartain sevior monngers wnder the Executive Shore Oplion Scheme,
Further delails ure sat cut innote 19 to the Accounts.

The Group is puieuing its rosponsibifiies as on equal oppoyienily
employer. Polivies and praclices are eslabliched to ensure that, s for os
possible, no jeb oapplicant or employee reccives less faveuruble
treatmen! on either rocial grounds or on grounds of sex or matitai status,
oris disadvantaged by unjusiifioble conditions or raquirements,

In corsidering opplications for employment from disublod people, the
Group saeks to ensure that full and fair consideration is given to the
abilitics ond aplitludes of the applicant in relution to the
requirements of the job applied for. Employees who becorae unuble to
carry out the fob fer which they were employed are given individual
comsideration. Depending on the nalure, severity ond duration of the
disabulity, individuals may be consideved for allernative work, including
restranning if necessary,

Audltors
A resolulion la re-oppoint the ouditors, Price Walerthouse, will be
propoted ot the Annual General Meeling,

By euder of the board
J R Totlow

Scerelary

19 June 1990
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CONSOLIDATED PROFIT AND LO3S ACCGUNT

FOR THE PLAR ENOED 3T A2RCW DRWO
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CONSOLIDATED BALANCE SHEET

AT 3 MARCH T 990

(araun
QI
MNode ™
FIARD ASSETS
Tunguisde orsnls 12 LALTR
L 1L PELY 13 24
LS
CURREMT ASSETS
Storns &0
Debrbors 14 Bry
Ivisbmenty 18 25272
3455
CREOITQRS. Amaounts faling due
" OO PROE 16 cedb 4
NET CURRENT ASSETS. (LIABILITIES) 391
TOTAL ASSETS LESS CURRENT LIABILITIES 1,657 3
CREDITORS: Amounts faibng due
ciirar moce than ong yack 17 (9.2
1,566 2
CAPTAL AND RESERVES
Culied up shore tapital 19 3558
Profit and loss account 20 [+
3,566 2

Approved by the baard of directors on 19 June 1990 ond signed on its behalf by

WD Grove 4{_3_7:’_%‘__&% )
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CONSOLIDATED SQURCE AND APPLICATION

| OF FUNDS STATEMENT
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ROTES TO THRE ACCQUNTS

Bakis, of prepasatien of poeounts
Hog ool chahed actouni st tud o pates J4 W 34 wcoiparoie dhe octounes of N th West Wiple
Gotnapp ML ol 0 suspasiianr o6 Do i * Spsr Wotie Group MO wou wcorporolen an 1 Apcd 1999

m ook woike e Waler Ak TORD, e (omcaliioted micounit s ocpaatoi fror O Aprit 1RET tha
vond iy ok M chgy OF Mo Wt Yol Aoty which waee amted o Norkh Waigad Wadet Limiiaal
ue ¥ Sapiles ne 1ORY

e compirobee feavv-al sdompr g or e Gioon for the vt sacied 31 Mook TP89 ot eon
wxrocteg Srpm W pateg poehvions w ing Prospacsor moted 22 Movember 1989, e i cannachion
wothn dow Ofpe For Sote oo shores » Maesh Wait Woiere Groop MC That whormobon 0% bated & the
uioonks of Piocih Wash Woter Auihaoty, adusted 10 ehrwntte the retolls ond nel wskets of gehivition
whi N Pael been ombeired bo the Nabosinl Rivers Authoety and réflerbag occounting pobkies now being
g bry o Caenugs

Tha crmcins helevn it coce Shoodd be foken 1 drawng ton ivons rom a companson batwaen the
rewdts ot the yeon ended 3T Moich 1990 nod 31 Mocdh 1989 The chonges whech have taken place
ity T yatt o Comtol 1Mo, Taguiattiy sapanddtuy ondg other costs assadoted with MC stans
render comparisom poatentolly nusleodng

Turnavar
Totporenr repreienis the woome receivable i dbe ordnory tovise B0 Duoass for services providad ol
wxihochey YAT

Reswarch and dovalopnient
E xpancdibare on reseacch g devalopment i a0 off ¢ geanat profils i the year m which it it mcurred,

Tangibie ixed assets

Tungble fived auset Comge or nirostra tore assels [mans, sewers, mpoonding and pumpet 19w wilet
oGy resgreonrs, doms, sixige pipehnes and sea outfalls] ond othar gusets fincluding propecies,
ewnrground pfont ond equipmentt

LY tofrathes bote assels

Ihroairoriurs asists comar te a retwork of svsiemy, Expaenditure on afrastructure ostels relating to
ARTEOWNS B CODOULY O i DRtemests of the netaork o treated os odditions, which are incluced af cosi
attar dovdoting related qrants ond contnbytions

Lxpendure on montomeg the Sperabng capabelity of the cetwork i accordance with defined standards
of serece i3 charged 03 on opwraing coxt Mo depraciohion is chorged on infrasliucture ossats becouse tha
petwotk of systwer o required 1o be mantained in parpetuity ond therefore bas no fimte economit life.

Chorges for infrastrutiure renewals expenditure take occovnt of planned expenditure on maintaining the
operahng wopakuhty of infrastrociyte astels n occordance with the operational policiet ond stondorrls
undetlying the Groupt wmvasiment progromma. The Hming of the investnent progrenme ond othar
aperobanal tontitheralions may resdl v vneven patterns of nfrastruciure renewals wxpenditure. Charges
Y Yhe profit aod jow account ofe odpsted by way of octreals or daferrab, as opopropriale, o lake
eerunt of ony s.gnificont Auchuation betwaen actual ond plonned expendilure.

1t hay »ot hewn poasble of oppcogriole to adjust the profit and loss actennt thowga For nfrastruciure
renewals gxpendilyre for the yaor ended 31 Moreh 1989, as the Group did not have an imeestiment
progeome i the twrrent Torm during that period. Consequently, the tevel of chorge for infrostrucivre
renewnit erpanchlure in the year endled 31 March 1990 kt not dirzectl ¥ comporabsta with the chorge For the
Py Ont e

iy Qe s
Other 2wt oee shovn &2 the volues attributed by North West Water Authority prer to thair belng
wiatet! o Norh YWt Woter Uisided oo T Septomdser 1989, kews depraciation choeged to 31 March 1990,
Addihont pre iochaierd ot cosl oiter daducting redated grants ond contributons
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Detenls of pantron avrangements acd funding ore et out i nale 21

v Fevelgn currency :
O consolaionon, the rewlts, anets ond labiliries of Nerth Wait Water {Moloyno] SDN 8HD ore [
hronskaledt into starhng af yew end exthange retes

(x; Daferrad taxation |
Prav.sion 5 mode for deferred laxabhon where o hobtulty s considared likely to oeise in the foresveenble ]
Rtpre

. i Related companies
The tesuits of reltted componmy ore rocoposed .o the comoldated accounts where the directors comsider
thirt e Groun 13 m 8 POLHON 10 et Bgmficant mioence over the relotad company

1 Segmantalinformotion \
The tieechors contder that the Group operdtes sebsiortially » the UX o ane class of busingss, No onolyiis |
of Group hroover omd protit hefore taxatron by geographicnl otet ond by sarvice prosred s [
QP o ote
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NOTES TQ THE ACCQUNTS

3  Opergtsg oot
SlF zoat
Whimgumn, oV T uBs.
S ety s
Pastoasius comindin vans lnghe 2V

. apoigl chaonns
Wb @A I Wty 1 MicuctiM

Mo (0L

Dapratrpisge
Craned Bued crants
Fi et avats hold under Anance heates

edroabrae hocw reovewols Bxpendihuem

Crar operoling costs inchdey
Frwcgy, sobes and other opatoting costs
Raw materab ond comsomabies
Athiors remangt o
Rieverch and aeveloprmant
Operating leases
~hire of plomt gndt mochings~
=hand ond buikings
Costs of restruciyring
Awlrgneis comnaige tod other cosls

Jotas opsroting <oty

I Orherincome
Other ingome is analysed as lollows,
Pretit oo dispotal of fixed ossehy
Mat rants receivable
Other

Toor
P
8L

=

o0

e

I‘})

RO

nan
212
o1
25

18
12
o
68
‘!3;2_6
1612

o -

1990
(W)
i
19
o

q2

e

N4 Y
Sk
&1

L2
(158
7.y

74l

113.7
18.8
0.1
28




NOTES TQ THE ACCOUNTS

|
i 5 Direqtecs 090
: |

Dheacinrt’ sromire tubeion (nchathang pramsan camh dby stwoo omet $O 2 walber Yor [

hinding of Back sad ste baShed A 1
: Rapmnond Folp | &5 ciughagy Dt L onir notvong i of LN "
Thve Chonrman {ond h-gheit pasd o.recior | g :
CHingr grrgcioe s 190 |

£ Db i
3.001-10,000 K |
10,0011 5,000 & 1
43,001 ~50,000 k i
75,001 80,000 ! i
£0,001 -§5,000 ) |
|

The wiocmahon set out abave w« tripact of the year ended 31 Morch 1990 includes emolumonty of the
direclors whist they ~ee mambers of the predecassor Authority i the pedod from | Apck 1989 te L
3 Avgust 1989, Comporabve informoation has not been included becouse tha directors consider hivy wald
by mastecding, dua to the ngrifleant changes in the composition and structure of the beord.

AL 31 Rarch 1999, the dicectors and ther fomilies bod the folluwing beneficial interests i the Company’

{11 o common with other al:gible ndividual shareholders, the direciers and their fomilies moy be ent....d
¥ o share boous from dM Governmant in agcorcdonce with the provisions of the Qffer for Sale,

ordinory shewet:
Qrdwmory Share opHons (ill) |
shars §it kxueviive  Employes )
Option Shotesave |
Schamae Schame I
W D Geave BJ62 vk 22,250 6,136
| R P Thwon 4,200 143,750 - E
[ A M Romsay 6,258 (i} 20,000 4,134 i
| B Aleacerler 5,295 ) 90,000 5,138 !
! M3 M C Boltar - {iv) - - »
J A Croppes 7,000 - - B
R Lecach 4,700 - - 8
i A G Pendioton 1,600 - - K
, F Sanderson 2,100 - - B
Fi:
]

{n) Beneficial nterasts include shares made ovailable 1o sligible employess undaer specitl arrongeements A
of the hma of the Offer fot Sale. :

i} Non-axecutive directors are not shgibly fo be granted options to porchose fully poid ordinory shores
vncier the Employes Sharesave Stheme or the Executive Option Stheme described b note 19, »
Mr Thion™: appoiniment was effective from 1 Juneary 1990 and, therefera, ha wes nol siigible to be L
gronted eptiom vedar the Emplsres Scthemae,

|
i

liw) My M C Bolton 33 o portngt in @ firm of Chortered Accovntonts which, with athers, wos irvolved In thr g
i
|

privatisotion of the ten waler avthadlies,




NOTES TQQ THRE ACCOUNTS

& Empisyess TR0
Awprnggm snimisir of Paciane aginneis iy ve Croway TA00

——t ——

Emoumpan of Meghad (it s s ok e Compim; | aachating pom: o comir duiom i

3-3-75)
: £ Mt
‘: W0L,000 415,000 5
| 35,001 - 42,000 1
| 40,007 -45,000 ?
i ~5,001 0000 .
H 50,001 -55,000 .
h 55,001 60,000 ¥
| 0,001 -435,000 R}
j Cornparotve harmaton has mol bewr nduaod bacase the deecion coider This waetd he nislending o
'; werw oF tho 11wl ant chinges i the orgommachon of tha basiness
7 Netinterust poyable 1990 198%
5 Lo £,
' Inttrest poyotvle:
: On bonk loom, sverdrafts and o loam. o
! Repaypbie within § yeors 69 & 24.% 4
i Repoyoble whel y oc porsty i mare thon 8 yorrs 3y B3.8
! 80 4 1087
; On Roonce inase, At 57
| Fobed inbargs! payable Be % 1144 1
intarett receivobile 10 12 %)
| MNat vreres! payable 7 1148 (
P, l
! 2 Taxatlon ige !
o
Corpoephon tax ot 5% -
Lofwrred toax
," Hrmcoracnbiie GEVONLe Lot porahen 174
\ 4

] N& tax kability or chacge arises becoute of the tox ollownnces 0o the tramder of dcumidated co'tal
! v pongiiure froe the pretacessor Aythority,
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NQTES TO THE ACCOUNTS

Texation fcontinued)
Tas bl purianiad sinberrad o hoibty, wams of
vehncit i urpmagnd v HLe MLC g, Grouwp Comgsony
PRI 1990
& &
Acteberestig Wox ollowine er 54 Budde gy, Blort and sou:pamen b b
Otfvgs homung, chiffpre ncan 69
\ossert TR
T H
Lot DA IR COrpay i on lax Hoa
4 .

o e e

Me comparatrvnt ore shown $iice the Diedacossor Authority was not hable 1o corporotion tax

Extraordinory items 1990 1989
L Ln

ExFrawrdimoe y charges;
Privatantion radh 67 1.2

Prevotivation costs inchude erpenditure relotiog 1o preporation for the vesting of North West Waler
Authoritys atsets aead Habihlins in suetessor bodies, wiueh took phoce on | September 1989 under the
provesons of thy Woter Aot 1989 aad to the Offer for Sale of the ZLempony™s shores

Dividend

Propoted fnal divdend in respect of the penad t September 1989 to 31 March 1990 of 10.47p nat par
o thno? y shore payabhe on 1 Celober 1990

Pro forma eornings per shoro 1290
Net bonis

Pro forma profit on ordmor, achivibes alter loxaton LV AR T
Pro forma eurings per ordinary shoe A4 4
Nil baws.

Brz torma profi on atdwioey g ivities afler toxation 177 dw
Pro lormo sorpings per ordinaty share 49 Hp

LT P

Pro forma eormings per ordioary shore on the nel bosis has been calkeulated by dividing pro formo profit en
ordinery octivibes offer Yaxoton by the 355,829,000 shores in tsue. Pro forma prott on ordinary
activives aller taxation has been cakulated by reducing net Interest payable by £102.0 miiton to
efhect be et interast saving that would have orisen Il the new capital truchure had beoen In ploce from
* Aprit 1989, and by mchding @ pro forma laxation ctharge of £18.6 millon. The pre forma taxatien
chorge tomprise advonte Corporotion tox on a noffonol dividand of £56.0 mldon, being the pre forma
torecnst dividerd contoined o the Iawng povliculars

Mo forma somings per ordingty shore oa the nil baws 18 calkulated by wiminating the pre forma taxetion
chowge of K18 & midlon in respect of srracoverable advancs corporation tax.

A2
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NOTES TO THE ACQGQUNTS

1Y Proforma earnings per share fcontinuesd)
MMM»WmMﬂwquuMihmﬂmM%m

12

L.t Y ]

MWM-.wwwMamwmmMm%w‘mmMm
meanangiul S W » the Groups copdal sleuctore, ORIy Whvwammpnl o G xpilen
POLROE whah Baw loia DicE g She peor Erereaps pav orceory share for 1980 hae net haeon
;pm»umﬁ!efvﬂw:thadﬂoddmyﬁwmmhu.dmng&wmwmmmmdm
Rt nigs QO ety b tingdt Dt ol =k, ot Mhg Choecioes” witw, B Sobgechive Gnd wanpron: sole

Tangihla ixed astets Fintures, Assits
Lomd kees Cpera Mitings, course of
amd  strocore Honal  toolsond  Pre 1974 oon.
Humbtiurgs atuets  shucturel  squipmen anets strochion Torted
£m £m 2 Lm £m £m Cm
Cost
Troeibge from
predeceisor
Authority 41 ¢ 7455 2808 206.4 177.4 121 11,5722
Addinom ) 622 138 265 -~ 0.0 205.6
Gronss ond
coninbution - 123 10 5) {0.24 ~ §3.4) {6.4)
Tecwnines 14 154 81 233 ~ {48.4) -
Dryr wah 0 3 - - [2.4) ~ - 127
At 11 Morch 1990 44 Hy1Q R FLRY LI 1733 1,768 7
Depreciohon
Tronsfer from
predecesson
Aulthority 59 - 288 658 83.1 - 183.6
Charge for the year 13 - 51 17 4 5.4 - 294
Orsposals {01 - - 120 - - 2.1
Ar I Morch 199 Ml 149 U i " 2109
Net book value-
AF 3 Moreh 1990 e H2' O W a4 Ra TTod 1,557y
ALY Morck 1989 35 7455 2520 140 4 743 1211 Y,388.%6
Wt tong Die fixed aasels are assals held woder floance leases of the fooving amownis:
1090 1989
fn £m
Cont RO B854
Aciwraiated deprec.abon 4T i34.33
KNl baok voe gy AL

43
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NOYES TO THE ACCOUNTS

13 Yomglble fced assets (sontinued}

An groadpss ol ivost ang Indengs Batieen irsshald and Wng onl M1 lonseinid § NOl Iaely Dhvarloisie
w3 Mgk TPM0 H1a 19074 ot compenit & panl of aineh which wot tanatecren 10 the Greap hewm
Piowiis ¥ e8d highir Autingrity, wingh 1 octpaend o 1974 frem i peedecenas Mo onalyrs by seeet
chegory & oroioipbe The desciars conaiec Shot the previsan of the S00v s gl G el O
BPperes ong Geiay 0vt OF IVORoE hen 10 the DEeRt 1t waltl prox e I VR shol 3es

290 (L*F
e Lm

Cose s cnuamm bomgints.
Contens tad oyt ned Lrov el Fox Lm0 2035
Aytherissd bt not Yot Conitocied for 859

A

W Occht on g thete comnutmanty, the Group has lonper M evmitmant expeaditure plam wiich inchude
sapendihore 10 aproee et performonce onz conditian ond 1o provndy far new demand ond growsh

Fixad ossat lavestmants Othinr
LU Bttt
GROA Tm
fny
Ar 1 Apci 1989 0.1
Adctinon 0.3
A 1Y Moech 1990 N4
Sharesm Oihar
swobiidiary comparas wregsimonts Torkod
COMIAMY £m Loy £m
Cost
Additions and of 31 March 1090 T Q7O R g1 10709
Datoiis of onerotog swhidiory ond related companes, all of « hech are unlisted, arg a3 follows
Clogs of Proporivon of
share copital shate copibot MNatwe of
hald owned pusiness
Subsidiary companlas:
Mor th Wast Water Lunited Ordwrory 100% Water supply gind
WO OgH SEIvICe)
NWW Properbies limiled Ordwory 100% Propoerty manogemaent
MWW Engwneanng Lamited Ordnars 100%, Engimaating services
North Wast Waber international Lmiled Ordinaty 100% Consulting services ond
profec! managemnt
overIuas
Notthy Wesl Water iMokrysiar SON 3HD Ordmaony 100% Tachmicart and
maaGgenant wrvices
Motk Wes! Water Shote Scheme
Trustews Lenbed Orchinoty 100% Trustee of amployee
shoare schemsy
Ralatad companys
Lavelond Smolt Lemiwed Ordwsory A9 Fish forming

The sbsghin y O0¢) refoled compomet refared to obove orm off registered in Englond ond Woles with the
excaphion of North 'West Water | Mokaywa) SON BHD, which it ncorporatad i Molaysa.

A4
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NOTES TO THE ACQOUNTS

14 Daebters

]

1é

17

Konguanse hpliongy ghi wrinen gad ron
Toaube cainlers

Amomnts gwet iy OGraap comparees
COhivge chpipbaes

Propicymmpn s Dmd ot v wweeme

Amgun s Hiiling due sier more thon ane yoor
Amounts e by reloled company
Ol ghalziors

Tatod detyiors

Current asset Investmants

Monag e funds and shaet herm dapouty

Ceaditars: amounts falling due within ane yeor

Loy

Bonik overdralts ond temporory borrowings
Trerche creditoes

Amouits owed ki Grove compomes
Obkgations unde: none Heases
Propoted divicend

Other creditors

Toxotion oot socion sacurity
Wdrentrocture renewols accreol
Accreah ond daterred income
Achronce Coeporation tax payable

Craditors: amounts failing due after micre than one year

Loons
OteRgatiom yocher Snonce Ieoses
O Lreditony

A%

Greup Campeny
RO0 13- R0
S Lm £'m
1o n2 -
- - 4 &
» : 67 -
WA 342 -
B 4 721 A0
¢ I 03
06 eX ) -
09 0%
8”3 734 48
Group Company
1990 1989 1990
o £m fm
2502 ~ -
Group Compony
1990 1989 1990
m £m £m
07 1468.0 -
Fle R 263 =
146¢ 14.3 -
BO 8.2 -
373 - 37
¥ 0.4 02
T4 0.3 -
en -
140 1152 -
124 - 124
246 4 3324 547
Group Company
1990 198% 1960
fm 'm Em
425 BoT.4 -
449 53.4 -
7 2.8 -
911 2554 -




NOQTES TQ THE ACCOUNTS

18 Berrcwings Lnans and eersnaits

Repewyainke by

]
paeihy alte Fintprvein SO0 1Y
4 yeors Dbt oot Yorar Tobal
Lm L Lm m fom
YNk A p 67 P 30 JBR 2025
Kot wnpn oy ot s peoet o7 oY 76 R4 AR
Batuoar bt towt fog yerus 2% - 168 9l 1654
Abrar mepie thms Dvp oory RLg - 205 597 7324
43113 202 529 Yia g LR EX-5
1% Callad-up share sepital Mlotted
and hally
Authotived pold
Tha shace copaol of the Company comprises £ c
Orelingwy sroees of £ 475,000,600 355,829,000
Specal nghh redesmatile preferince 1 are of £ 1 1

475,000,001 355,829,001

the Compony’s cuthotnad share copital oo incorporation on 1 Aptll 1989 wos £50,000 divided Inte
$0,000 shaces of £1 woch, of which two were subscribed ot por by nominees of tha Crown, On 29 Avgust
1989, the avibonwd share cophol way incraased to £50,001 by the crection of one spedol righis
redesmable preference share of ££1 ond the 50,000 shores of 01 each were redesignoled as ordinary
svorws of £1 sach On | Seplember 1989, 49,998 ordinary shates wite iswed o1 par to the Secretory of
Sty For the Envicanmaent, cradited os fulty pold.,

On 20 Novembar 1989
o) the cuthorised shore tapital was further increased to £2,216,001 by the creatlon of 2,166,000
OrcHne y shewres,

bl n acce dance with o direction made by the Sexcretory of State wader !he Waler Act 1989,
2,164 00 ofdnary shares were isswad of par, crodited os luly poid, fo the Sacretory of Stete;

{61 the puihored shore Zopilal was further wcreasod to £475,000,001 by the creation of 472,784,000
orchierry shoaras;

@) 327,442,887 ordinaty shoves were allotied, credited os fully poid, to the Sewotory of State in
consderotion of anwdertaking to pay In cash £329.7 milllen; ond

o W betordunce with o dirgclion mode by the Secretory of State undar the Water Act 1989

N 26,170,113 orddinory shotes wera oliotted ol pat, eredited as fully paid, to the Secrctory of
Store; ood

[} ¥he spacial rights redeemable prelarence shore was allotted ol pas, creditied o3 fully pold, to the
Secrwiory of Srate.

The specrat rrghts redeemoble prefarenca share is sedeemoble ot por of the requeyt of the helder at any
wone prror Yo 31 Decambaer 1994, and, wniess o redesmied, wif be redesmed by the Company o tht
dary
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NOTES TO THE ACCQUNTS

Taled-yp share copitol (continged)

"Rt Laungany S Srioli b 0a buog Smpherda snare whdmes, — o Fmpieres Sharesnvs Scheme wendabie e
ot slypiin pmpipyens 2w en Listuhes Saore Qpban Stheme hor castubive duectars onl OBrion Sonem
gy Ve faseu 3 DBwed o SATE conirnct onel iha Rt Her unaee 4 was vl of The Tie ol e
Dfer b Sole Oprom wece gronsed on 72 Decambar 1280 tor Bve o 50ven 1oa0 panooh o tecpect W
L 290,7 58 Wity povu wetsuw s shoses @t O picy 08 180, Sudetnavble w e o 5 month panad frem the
Lonchor of e Fog OF Weas pi Denod OV DpEropiale Lader the £ astutiee Shore Ophan Sthemy,
s wtre rontes o K0 jomuony 1290 o pipact of $46,.000 Fuly poed oty thares of o plce of
178D, wsen LM @ O PRt OO DEGINNG S BOrker IR thias a0 hom the gobs of groes ned endng ne
b WAL bam pa s e W kg OF Q1)

Resarves Prorfit Shatre
and lays Do,
occount account

Grovp £m Fm

Tremelporaet broam Mot Wt Water Agthorty 1606 -

Probt bor e reoe A9 -

Toom wr-ttee ol [yse Dalow 10370 -

Anvung on the asow of shates - 23

Likbairdt o rospast oF shores comer o s fully pand {26 1) (29

Arvar 31 March 1990 L0 4

Compony

Profif L e yaor 7001 -

Argng on the sue of sbares - 23

WIblamdd s respoce of shavws crecited as folly pasd 126 1 {231

Ay at 31 Morch 1990 &74 ¢

o e swa s e L

Or 15 Navember 1989 the Group's sndebredness n respect of loans from the Secralary of State for the
Ennronmert aod the Publt Works Loons Commisuoners wat wndten off

Ay nlowed by section 22817 of the Companies Act 1985, the Company has not preseniad it own prof
and loss accaut The amaunt of Group profit for the year Gealt with in the Company's profil ood loss
wcowot was $200 1 milhan,

Pansions
the Group oparates two defined benefil fnal solary schemas, the Woter Mitror image Pension Schame
{ WAMIS) and the Water Pension Schama [VWPS)

Poot ko 1 September 1989, employees ware membars of eitbet the Water Authorifias Suparonaualion
Fund {WASE] o the WPS, which was established n *988 at un ophona! altemotive 10 the WASE. As port
of the reorganisohion of pemion acrangementy effective from 1 September 1989, the WASE wos ne Jenger
aviiloble ond empiayert who ware membert of WASF al thal ime were lromdorred 1o WMIS, which was
it blivhed on that dolu to replcote the exitbing arrongements of the WASE for maembars’ contclutions
ond benafits

Worih wffect from | September 1989, octuar-olly detecrminad Yramler poymaents ore due 1o be poid frem
the WASE 1o the WPS ond WIS w respect of members of WASF who bove decided to lronsler thewr pant
vetvice tightt oo their new wheme Abhough the Nt formol octuorial valeatons have not bean
comphited, the Commnimg actuary o both schurmes, Willam M Me-cer Frover Umded, bas confiemied thet

47
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NHOTES TQO THE ACCQUNTS

Fansions foomtinued)
WA BN L A o 6 Py DT e f B A ARG A T et G R T D G BRI Fu. SO
S S hat g MR PO T SO Y RO DRY oV YL ety RO DGO o 1ect OF w8y o9 e

o uppgrsne:  JR0

T @ e s D B8 s it Mg e 0t L OL el DAV GLMSMU 0 Ga DR R woth e GetrAw O
Ao A M w Frase L e T oangy e ISR Jn o methoi T e A RS onn the atianed age
LAY Tor S A NS R Wy DO VR AR DO A3 GARMDE WS a0 Gre DOWe GpOn v s e
row b L et e e el Lty 0wl b T oper caet par uenge Perions 0 payment anel
b sl DEe ol s it e WS Thcr Dser Otwmed T areote Dy & pet tent per anmen Tha
il s P R b 1efect S e JGeT the heme whob (e Quaraneed i e dne
o oy by By ndan B, Foe dhe PG e coirgrponaag assemplor gsed o 3 25 per cent per
Fatnawt Thiy ttion by 0 00U aha b 68 QUOTDrteed Bt S L tent par Omnun i She ntertng o the B 4
HIRY o W M e o 0 et Or, of W M fevel of The BEv b the resoncen of the scheme Yo perma

Thy it (Lt b e perod wos L1000 mitor 198T £6 Y miton, which mchoded £ & midon i
respe b ooF Do honal Pastawg  3r ARORLKN G NKIENINEE T DACLONT 1 BAyEN ond  uppiemeniary
WAL ORE SN g CFS

The prenor Co51 e it oF e WS ong Fhe WIS s the annonl regulor tout of proediing Senefiis in
vosppct ok phe WASE She pacupn (ot has bee™ foken gi e conttbnbon pond weludey boath nermal
sonk bt ons based oc maebiay pay ond rechorpet of supplemontary HRONE t] RBONMOn NCreases
Athaggh e ackual cortnnpuhont woukd hove beee ewfiount to fond pension  ireoses ond
suplemeniey ticreronary banefits, no ortpeded Loty for thews now remam with the Grouwp o i3
shemes Yeib efie) trom 1 Spprembed YOBD thewe vob.ihes ond the Labrdvy for supplomentony penviens
tairithie atee the WP ond WANS of Bt date were heomitprred 10 the Nohoool Foees Agthardy Fax
pther beeefity B Wl Labibty miatng bo setves op 1o the Jote of eath mygmber s Iromifer ta the WS or
WALY  actubag the Lok ity lor Future ponnon wcreasey, ¢ crended 1o e met w bt the bomsiors trom
W WALE (e O Breet Ui

Cporating leases
Subisdd o e compaes apre commtipd 1o Mooy the lolowng paymeris dut-og the next twalve months

W
CATE Y o TR BEURG
L R LT TR TO R
y o 3~
A wl b oexyy e

Wt ey M
Betwew tac ot five cooins e 4

Abrgr Fum pias D
» A

AB
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AUDITORS' REPQRT

Report of the Auditors to the membars of North West Water
Group PLC

W nove tutkled N actounts on poges 4 1o 4B wn occor“oance with
Aydinwnyg Stondords.

I ow opsion, the Docounts give a tiue ood foer view of the stale o
affenrs of e Compony ond tha Grovp ot 31 Morch 1990, ovd of the
peofit ond source ond upplication of funds of the Group for the yau * then
enched ond have hepn properly peapored w occordaice with e
Compomes Act 1985

Pric ¢ Wotarhouse
Charteredt Accountants “
Monchestar
19 June 1990
FINANCIAL CALENDAR
Annual General Meeling 25 July 1990

Dsvicdend for the year ended
31 March 1990 to be poid 1 Octolzer 1990

Intecion results For dive six montbs ending
30 Septembar 1990 lo be amnounced November 1990

Interim divicdend for the yeor ending
31 Maneh 1991 to be paid 4 March 1991

Prelimenney announcemednt of resulis
for 1t . yeor snding 31 March 1991 June 1991

49
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FIVE YEAR SUMMARY

1934 L 105 -4 1990
Lm fon L fm o
Prefit and oss mecounts
Rpnc v Yar 365 A8 458 s
Oparvinng conin (240 (243} 1Y 1 309 kUK
Dilime o ama 4 2 :‘ 4 A
Dgsmiing pralle 1072 ¥ ) 14 158 Y54
Mk wriprast pary wbie 0% IRREY OB} (312} e
Prghhr thpant malore s 1% ¢ 25 A4 !
T < penllt g a7 ity D s - - - - A
Prafe [loas) oo odtenory GIoRes abler lax 171 24 26 44 6t
Eavaordovary eow - - - (13 "
Feuhe llom) bor Avanciol peor i 9 26 43 LY
o DI Y - - - - AT
Froester b (bram) retsrvees 1?4 14 26 43 9
Balance sheats
Fiuet) osefs 1,086 1,169 Y 70 1,389 NR- Y
Hat? current Lartt [habukhes) P12} $107) j195) 1252 G
Cradiews Fathog dos ofter more than
one yho 23] 1950) 1%37) {956} 191y
103 112 138 18} 1,584
Onelnvtary shory copital - - - - 156
Resetves oo eatuied proftr, 103 112 138 -3 1,20
103 112 138 181 1,506

The comparative fnonsicd whormation foc the fowr yeors ended 31 Morch 1989 hos bean eatrocted from the
Bating poenculors in the Frospectus dated 22 November 1989, iswed in connaction with the Offar Fer Sale of
showat in Notlh Watl Woler Group PLE. Thot informotion wos based on tha occounts of Nerth West Woter
Anthorily, odivsted to elbminale the rewits and nel assets of aclivilies which hove been teansfecrod to the
Nobehod Rivers Awonty, and reflaching aocounting poliddes now balng vied by the Group.

The diractors badeve Yoo cove should ba faken In drawing conclusions from a compariton betwean he rasolly
for the yeor ended 31 Marth 1990 and those for praviews yeors. The changes which have token ploce dudeg
e yeor i topbiad shrocies reguiciory expenditure tnd other costs amodated with PLC stotus render
commarisens gotentioly mvisecdhig.

Not»

The regulatery sutounts of Norsh West Warter Limited to 31 March 1990, propared in agtee dance whth they
Appointments, witl he fad with the Olcoctor Ganertl of Woler Sarvices on 16 July 1990 ond thareoltor
avalloble upon ¢pplication 1o the Compuny Secrotary, Dawsen House, Gredt Sonkey; Warrington, Cheshlire
WAS LW,

50




o

NOQIICE QF ANNUAL GENERAL MEETING

MNehce it herehy given het the Arsh Anuol Generol Meating of Narth
Whesd Weker Geeup MC will be beldd ot the G.Atex Conire, Monchaster,
ot 1030 om gn Wednasday, 25 July 1990 for the following puposas:

Qrdinary hysiness
1. B recorve the Repoit ot the dicectors and the Accounls for the
Monclal yeor ended 31 March 1990,

2, To declore a dividend.

3. Vo re-alect Mr R P Thion 23 a direcior of the Compony.

4. To re-alect Mr A M Romsay us o direcior of the Company,
a5 re-lect A F Sonderson as a director of the Company.

6. Jo re-oppeint Fice Walerhouse os auditers and 1o outhorlse the
diractors lo fix thele remuneration.

Special buslness
7. To consider and, if thought fit, pass the following resolution which will
be proposed a3 a speclal resolutlone

Thet the directors shall be empowered, purtuant 1o section 95 of the
Companies Act 1985, for a perlod explring 15 months following the
powing of this resolutlon or, if zarller, at the conclusion of the Annual
General Meating of the Company to be held in 1991, to allot equity
securlies (within the meoning of secilon 9412) of the Componies Ac
19835} of the Compony pursuenl 1o the general authorlty conferred by o
spacial resolution of the Company pawed or 20 November 1989, as if
saction @9{1} of that Act dfd not apply fo such oliotment and the
directors shall be entled to make ot sy Hime prior 1o the explry of the
pow. hereby eonferred any offer or agreomnnt which would or might
raquire equily securitles to be allolted after the expwry of such power
previded that such power sholl be Imiteds

l}) fo the allotment of sauity securities in conneclion with a rights fssve
in favour or the holders of ordiwary shares whers the equity securiifas
respeciively altrfbutoble to the Interests of the ordinary shareholders
ore proporilonata {es nearly as may be) to the respective numbers of
orcinary shares held or deemed 1o b held by them, sbject only to
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5 N OUOR T - “ b oy a« &t @ T I SR .
T
|
|
i
i
|

ach sxehulomn of other orrangements o the directors vy slasm

nocewery of nupadient o deal with fractional we: Homents, legol o

pracicol problems oty I oy ovarseas lerriory of by wirtve of

\ shores baing repeesonted by depestiacy recelpts, the regulrements o

‘ ooy reguintory body o sleck exchange, of any other molier

. whabwcever; ond ;

(i} o the aliolment lothpiwise thar pursvont o sub-porograph () :
ubeve} of erpdly socurities vp te on aggregole nominad volve of

£127,791,000.
Reglyiered Oftce By order of the heard
Oawson House J R Tettow
Great Sankey Secreiary .
Warrington .
Cheahire WAS 3LW 19 June 1990 ;
4

Notes b

: T Tows mekon of Ao enment Mewiing i Belg sont te trgistervd haiers of inlerim aghts :

‘ Tocwaang thpiis acguiced In respect oX Patknge U an icemprising shaves in s boh water ;

habiihng compony inchaiing the Cempony)) in potordonge with the instoiment agrcmment i

! a2 Mevamber 1PED. The imtoknent egreontert pesvicen thol wnill shertly olter )
: the fioal istalment of the purehase price i pakd on 30 July 1971 shores In the Company

| w0 which inuhoimenty ore parable whE Lo haid by Lieyeds Boak Fie, Howaver, arongoments o

| have bénn made b proom W repoect of whom sharot aro hekd by tlopds Bend ¥ to i

, wiiend, Wpesh el am 1orcke the voting rghts oitoshid ke hiose thares by ltondieg i

| the Anved Goneril Musaling o1 reprosentoitves of Lioyes Bonk P The adokilon mra 'T

| onckosnd 15 e tecom of vaptasanintion ens shoulss bo broughd 1o the maeting. ¥

i 7 A member o « thee person entilied 1o altend ond vate 5 entitled o DPPGT @ prowy o E
‘ grentes e altond ond, oo s Dol s vio Insiend of bia of her. A proxy need oml be

mambar o the Company. A prexy fann b enclased. l

3 Pruxy Forme modd be depoited ot the ofice of the Reghtror, Uoyds Bork g, PO Bax y

V648, Ouaypiale Tower, Srodd Sireet, Boninghom BY 1BR nat Jesw than 48 hows bolnee 4

the to Foe hohiing the mwoilng. Y

A Shotes osonewd by empleyees under the Pree ond Motching Offers ate beld by Tusten

will Degamber 1991 ond empleveds hekding ooy shoees aequited uhder the Frae ond

Muolching Offers will by thle tu otiend genvrol moatings therealter shen the shoms ore

reghvered i el owin romes n December 1991, Sich employees oiwn, bewevat, In the

fowimthe Wntowgt the Trtees bew 1o vole on thek bahol oo ony pocticolor terslutions If

N5 te e pel leou fermal veln of Ihe smedn U 0 Dol A veling divection Teom b E

wocired b enthiyeet doncened, B

5. Coptar of dicesten” serrite aonlracts ore weafable e ksachion of o reglitered wifag

Whe by buvkiniy baurs oo of the plocie of e Anewok Genmegt itsating frem 15 sioutes k.

piiue T ity apowenaemetl Wil NS soadkeion. I‘l
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