PLEASE NOTE THAT
DUE TO THE POOR
QUALITY OF THE
FICHE SOME OF THE
FOLLOWING IMAGFES
ALSO OF POOR
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NORTH WEST WATER GROUP PLC

Financial Highlights

| S 1991 1990

. Turnover £599m £511m
Pre-tax profit £215m £177m*
Earnings per ordinary share 54.3p 44.6p*

1}
Dividends 18.0p 15.7p*
Dividend cover 2.5times  2.4times*
Investment expenditure £40Bm  £264m

*stated on s peo formas bass




Chairman’s Statement

Thie yenar s mugpor acbiesverrn nts i rispic of
fust angesument poodramne o the North
Weet ot Englund and the sttategee devidop
ment o the Group onhine the business's
strength and abifity to mest our ogstomers’
anied shiarehisddors” oxpise tate s

Comtmoesng et and eftioency smpreye
ety contibted to the years strong
fvaneal performanes Oroup TGV rose
toa 4 N e, annereasis over thie presaegs
weudt 0 17 puer cont, wath proshe tefore tax
of 1235 midlun, up 21 per (ent on the
pro forma b 1080 We plaaabed Gack
109 mtvon, 62 pea cont of the profits ofter
bax, tiorcontnbnte direetly to the imvestrient
Lt Pt

Wee mbeaed oor satetantalby inereased
rugemterenit Of FAOR e dhons, up B oper cent on
Teeatt Tin, Bos resabtend o for thes imiprossmenty,
to the ipaalty ob owater and wastowater
sk B G costomiers and the auality of
thient eapiifoat o epenit

1ar baernay o sharpdy v d G water
arwd vttt e o stoateny S the

037 nadt A o] ST gy, B arid w thonar Tast
Foy e o Anntia Wadles
o emer oy on thas Db and Jones Enionon
Ment o fielarnd g thie sasiestulinte
et 0ty the Mot ot ivater Groap
We  ane aatemuding  arkd enhatsang  the
develgrrent an the 03 ares o process
E e 00 wWith The neent agreemsants o
a0 tpite Wall e & Twinata ro Amistna and
fanans & Jun o the UE ako kaden o
thieer seapettne helds  These subsdhiamsy
aambunged wath Norh West Waters dinst
saprer e, Wit make the Group one of the
largest intarnational water Process engineis
3} OFQanatIons

The Groap Board was strengthensd w.th
the appisntments Of Desmond Pitcher as g
ron execulivie drector and Deputy Charman
and, more recently, of Alan Dean, Businoss
Desvolopment Director

lames Crapper retited from the Boaed
Sornes made 0 great qontibution oo the
develupmant Gf the water mdustry in the
Nerth Wist 0f England oy a foundsm memibe
b the fonmer Water Authonty and ay g
shretor of North Woest Water Group PLC

W buve devoted considerable tume and
et towargdy koeping our customiers and
o wehinlders mformed about e actvities
At ey,

The: fol caommutment of all our sooplovess
tercnghoet the Groap W mantain and
HTpores sovries L oar castonmiers has contr;
Latedd tor g notable fast full year in the pro
vate sector and Lam grot ful to them all The
et &0 beevemonty are o fum fogndavon for
thie contrmaed developrment and further s
el Ehes Dusriess

oW “1‘\? L

’ "y .
- *)‘ (i\g{’ Lanev e ot e L S 4




et l#
ST

i

.

\
#

TS TR TR N T

- -

The Group Board

5
2

it S . ) Fu i i
«-r" 2y b : P Ly Py

Standeng  Clare Boton, Rodeey Leach, Frank
Yeated Bran Aevander Robert Than, Denews Grove

‘Dennis Grove By 1) Lturman Focremerly & senoe
vam b wr paeth e Dgnbop Groud chaeman g cheet
raec e oF w0 Furope Mwl & wwe presdent of
ste Preetgtevia M Cprmes weas chawmmar of North
W iater Autrar to 0 e Y1) toder 1GRY,

Robigrt Thian 1w »r e fGprwe) Barrcter (471 (hwet
Sam b ge Foumaerty - angg g shoecfor bt Phetmg
cec ot Btk F o pwear rechomral dinpe e Abixtt
LR PELLIN Y EURS SRR TR VRO (LT TS FLU LR SR 0% RN LT

fran Alexander iy B b IRWEM NG Managing
ot PR ath et Y ater o Formmtty plarerirag
Wb e Bt T Rt Yot yWater Athes by

Alan Dean WA 4, dooe s Dewekoqerent [reesobor
| LIPS SNatthangy 1 lger boomerly S he?

it P My Huag o L pat e iy YA Bodh bele?
LI
Archibald Ramsay & V1 WA T DA ATH KT o0y

cen oy m b e e et e agp bk ) onty e
BRLr FUBER SELNER TR ST (U TR TtT (R T R IT L A
Wl e Y e T how B RIFHOERN N

I T

*Clare Bolton KA . &% AT Wrhhi oy
A N | R P N A

Tt nfte

bopreeay

wpwer &

Alan
{Chasernan),

Cesrnond Micher Archibaks Rertady

‘Rodney Leach PhD Clog FRMA. FHM O (49
formerty & DIt o MoK Doy KO OMparty 40 preute
rrector of FAO  ara cheet puncutve and manugeg
rhrectes 0f WL

*alan Pendleton WS b citeam 1RSSO TRMA Gy
choprmear ! Lemule fr D dreT A Tere gramo dopp o
for o D veftam Group o of Merd Angi gt d scates b
Mty o andd)rhg il L) Wity Fproag D terngl e
arvcd e tor 00 Tibagey Dnogge

*Dasmond Pitchar «ing FRE FBUCS L BN tew FIDE B
Depuly CLAT A G, s toet s ghee The | "Uewa e,
LW ansalor: charr g RAeriepgate [l rvent 7o
poratedr ardd the Mewey B.qn,q;r Coumpay  Fosrrrgest,
gt g e lor, Pasery Tidmpamen g o o ] (ML e
Sgntermn grad of Bramh e st 1 b arat e, ot aeonyd

*Frank Sandorson € Frg Sk hi FRAI RN i | haste
e thee Rorepneiateon L oo pe g o 1 A yrnee
ot wgas, AL L AT aryt W pat!
| TERTUNE VRN BRI [ R T T I WU TN BN PITE PO o
LN ELSULL W BN SR T LA R LR TV, WL [T RS AT P AR LT
Bu o o b o Mt cqlushial

LR PPN ST L PR P [RTIV] FY*N

s el 1y

JohnTetlow* Y “ww, ' »




Chief Executive's Review

Busingss fecus

North West Water Group remains focused

entirely on water and wastewater. Our long

astabhshed expertise in that seclor is
founded i four areas of excellence, each
with conssderable development potential:

® environmental engineering - planning,
design and engineenng; and contract,
project and programme management;

@ infrastructure engineering - planning and
design of water supply and distribution net-
works and wastewater disposal natworks;
diagnosing network problems and identi-
fynng engineenng solutions; and spedialist
nfrastructure engineering techniques;

@ process engineering - planning and design
of water and wastewater treatment pro-
cesses, providing process solutions to the
full range of water and wastewater qual-
ity problems.; and developing, designing,
manufactunng, installing and maintaining
process plant anr! equipment;

@ operations - managing water and waste-
water systems. North West Water Limited,
whose business is carrying out the func.
vons of appomnted water and sewerage
undertaker for the North West of England,
it and woill remain our major operating

PIOMSE o abSOWLE cOmMMmMEnt Lo
outstanding pariormance by North Wes
Water Limwted

These four busmess areas will work dosely
together We wiall be malung a substamtial
nvestment in research and development to
improve effiency and 10 enhance their skills
and technology North West Water lintey-
national Lirneted will carry out imternational
marketing and business development activi-
ties on their behalf. All areas of our business
will live and work by the Group's essential
shared values, emphasising:

@ quality and efficerncy, innovation and
technology;

® environmental awareness in ali we do;

@ good communications with our stake-
holders. our customers in the North West
of England and elsewhere; our share-
holders, many of whom are also our
customers, the communities we serve
directly and indirectly; and our employees,
most of whom have dedicated ther
careers o improving water and waste-
water standards;

@ people, their training, developmeant and
appraisal* creating a high performance cul-
ture with the right people under the right
management, who will sustain and grow
North West Water Group's sUccess.

Our goal is to be the most keenly focused
water and wastewater company worldwide
and to achieve skill and technology ieader-
ship. Significant steps have been taken during
the year to develop and strengthen tha
business:
® we have added to the breadth and depth

of our Group senior management with key

appointments in the important areas of
general management, bushiess  devel-
opment, information systems, finance,
personnel, procurement and engingering;

@ every aspect of the business has been
reviewed and we are fundamentally
rethinking and restructuring the way we
work;
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Chief Executive'’s Review

Busiaed: 4oous

© we have focused above akk on zhe opera-
tions of our main water and wastewater
business, North West Water Limited,
whuch has wnproved 115 productity whilst
reaching 1ts haghest ever service and out-
put standards,

© we have achieved icreasing economies by
progressively concentrating our efforts on
essential activities and by outsourcing
where we can get better value from out-
side supphers;

®we are extending abjective and perform-
ance based management decper into the
organisation and have introduced a high
quakty graduate recruitment schemie,

Qur first acquisitions, announced in
Novernber 1990, of Envirex in America, Water
Engineering in the UK and Jones Environ-
mental in Ireland, brought into the Group
market leaders in the field of process engineer-
ing for the water and wastewater industry,

The paw companees are beng z.ingeated
constructively within the Gieup The ¢ross-
fertlsation of ideas and technologwes that
we bisd antiopated, between these com-
panit; and with the engineers and operators
of North West ‘Water Umited, is progress-
wg quickly and 15 benefiing both our
investment pregramme in the North West
of England and our wider business
development.

Following our more recent acquisitions,
the process engineering division will have
aggregate sales of some £170 million, oper-
ating profits of over £16 mitlion and operas-
ing aftiliates in 10 countries.

Qur acgusitions have brought into the Group new
process sklls and comracting expertise = hom,
an Envirex orbal nerabon system
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Chief Executive’s Review

Environmentai and anfrastructure engineerning

eonng pesources hawe been dascted at meet-

g Our substantial investroent programme: for

onbineng rnprovements to water and waste-

water services in the North West of England.

The planned wmwestment for the year of
£408. mithion, a 55 per cent increase on last
year, was achieved helping us meet the strin-
gent water quaikty and environmental stan-
dards our customers expect:

¥ 410 new projects were started, ranging in
cost. from £50,000 to £29 miliion, with a
total value of around £430 million,

© 125 major projects for refurbished or
extended water and wastewater ireat-
ment works were completed at 2 cost of
around £171 million;

@ 868 kilometres of water mains were laid,
renewed or refurbished at a cost of some
£59 million;

@116 kilkbmetres of sewers were laid,
renewed or refurbished at a cost of around
£113 miltion;

et ey £4 3 Bdlhon o the Y9900 toimprove services to
customenrs  from water mans (o) 10 Wastewaler
treatment works tights

& there are curcently 16 new water treat-
ment works under construction, nine due
for completion in 1991492, Work on soma
50 wastewater reatment works i due for
completion in the same penod,

We have achieved our target despite local
planning delays, by accelerating works plan-
ned for later years. The planned levels ot
service and outputs were achieved at a lower
cost than previously envisaged. The savings
have been utilised to deliver additional im-
provements for customers,

in this way, the customers and cormmuni-
ties of North West Water Limited were able
to benefit directly and immediately from the
company’s suctess: a real and immediate
benefit of the company being in the private
sector,

Our investment programme is presently
providing work on site in the North West of
England for more than 2,000 people in some
250 companies, in addition to our own and
our sewerage agents’ employees,

£150 million was spent on our continuing
programme for the Mersey Basin clean-up,
including the construction of 2.3 kilometres
of interceptor sewers on the tiverpool and
Wirral banks of the Mersey and the substan-
tial completion of Liverpool's new waste-
water treatment works at Sandon Dock,




'
]

LA R
)
I

Ly 2
paliion
TR K
A

T
gtk
4

9

R
g T,

iy K

("
(]
'y



2

Aapelln

o=

Chief Executive’s Review

Environmental and infrastructure esngineening

important changas have been planned and
inplernerited duning the yoar 1o improve our
engnrenng auakty and productivity:
® our three tormer engneenng offkes have

been centrabsed at Riley, near Wares

ington, mta a single engineering unit;

® greatec emphasis has been placed on the
efficiency of design and on project
nan«gement skits;

@ extensive ute has been made of the bast
available computer aided design and pro-
ject management technology:

©®a flexible approy-h to contracting has
been adopted, further developing the
fast-tracking techniques pioneered over
the last few years by Morth West Water
Liruted.

North West Watar fs already a benchmark
for water and wastewater engineering excel-
lence, but, as in other parts of our business,
we ntinuad to pay spedial attention to the

development of our people and the further
upgtading of their skitls We have also raised
the entrasce standards and the .ze of our
annual znginesning graduate intake,

Above Sandon Dock wastewaler tréatment wrks,
carefulty designed to reflect the dodkdand srchitecture

Bolow some of the many tonnes of concrete thag wih
be needed dunng the 19905
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Chief Executive’s Review

Process engtneering

Proces: engeoeening 1s the heart of the water
and wastewator business, it s whal twns
raw water ita deinking water; it is what
conwerts domestic and industrial wastewater
wnta an effluent which does nat poltute the
environment It is the vital process, eguipment
and systems wheh deliver safe drinking
water and a high guality environment to our
customes.

Progess engineering is to water and waste-
water what mainframes are to the main-
stream computer industry, It is the key to a
reat competitive edge. That is why we have
given a high priority to the development cf
our process engineering business.

OQur acquisitions of process engineering
companies have added & new dimension to
the Group, complementing our existing
expertise with new skills, experience and
technology:
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© Envirex 1 the market leader in the Urited
States of Amera for the deagn, manufac-
ture and supply of munmopal wastewater
trmatment equiptient and senviges. it s 2
leading suppler of similar services for
dnnking water and industrial effluent
treatment;

@ lones Environmental s a leading company
in the design and instaliation ¢f waste-
water and effluent reatment plants in
freland,

© Water Engineering is a leader in the
design, manufacture and f-waliation of
vsater and wastewater treatment plants in
the UK and overseas. The company also
has a joint venture with the research
company, Water Research Centre {1989) plc.
A particutar achievement in the year was

the awad of a 515 million contract to

Envirex to supply sludge collector mechanisms
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Chief Executive’s Review

Frocess engineening

@
for the ity of Boston as part of the  effectively with the technwal process skills
Boston Hatbour cheani-up prograrnme. Water  and know how and the contracting expertise
Engineering completed a major wastewater  of these new members of tha Group. Our

Y treatment works at Camberley for Thames  process businiasses also provide us with a
Water ~ a fast-track project costing mere  head start for our investment in research and
than £4 million. It won new contracts  development, and for becoming the skl and
worth some £2.7 million for wastewater  technology teader of the water and waste-
treatment schemes for other UK water  wazer industry worldwide.

s serdo cormnpanies.,

i The technology from: these process

§ engineenng companies hias already started to

; harefit North West Water Uimited. That

| adwvantage ancl the overall gain to the wider

| business prospects for North West Water will

}& be enhanced and extended with ow recent

- acquisitions, both leadars In their Helds,

l ©Whatllace & Tieman, the world leader in

ll water and wastewater disinfection and

| charnical feed, with principal operations in

i L the USA, UK and Germany;

‘ ©® Edwards & Jones, a leader in sludge de-

| watering and hadling system;

l An important part of the challenge of

! meeting our investment programme in the

o North West of England will be achieved more

I
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' Modem and efle e technudogy 1 at the neant of the

i treatment processes for water and wastewatet i our

. few works

] Top Sandon Dock

Leftand above Hyds wastewater trealment wirks
Opposite Buckion Castle water treatment works
©
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Chief Executive’s Review

Qperations

Nocth West Water Limvted, prowding water
and wastey. ater secvkes. to around 7 mallion
peopie ancy sndistry i the North West of
Engiand, rs our main operating subsidiay

Dunng a second successive long  dry
suromer, we mantained water supplies to
Qur customers, without restrictions, thanks to
our integeated water supply networks and 1o
Qur ongoing feakage reduction programme.

Diinking vrater quality standards have
again been improved, measured against the
57 speafied physical, microbiological and
¢hemical characteristics, Results of analyses
are kept on the water quality register, which
is open to public inspection. Lacat authorities
are also given data about drinking water
quality in their respective areas,

Performance at wastewater treatment
works s independently monitored by the
National Rivers Authority, Qur stricter con-
trols of trade effluent discharges to sewer
and the improved operation, refurbishment
and renewal of wastewater treatment works
ensured the continued improvemnans in our
performance.,

14

We are cwrently planming and desgning
profects for wastewater treatment and depo-
sal covening almost the whole length of 1he
Cumbna and tancashwe coastlines. Thew com-
pletion, by 1996, vall result sn major improve-
ments in coastal waler gquality and comphance
with standards set by EC directives,

Major new works will be bailt at Sdloth,
Workington, Whitehaven and Bamow. An
£86 million project is being developed for
improving Southport’s wastewater treat-
ment works and Iinking to it a new thres
mile interceptor sewer.

Following discussions with local planining
authorities and extensive public constdtation
on possible solutions, we are proposing to
proceed with a scheme, incuding secondary
treatment, for treating wastewater from
Blackpool, Fleetwaod and surrounding areas,
discharging via a long outfzil,

Our current arcangemants for disporing to
sea of some 47 pey cent of our wastewater
sludge must end by 1998, Wa are evaluating
options to provide an environmentally accept-
able sludge disposal solution.

Left and above from soutce 1o tap, North West Water 13
Kwvesing 1o improve the quiiity of water sopphes 1o
customers
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Chief Executive’s Review

Qperations

Owe dene 10 wopeove efficency and reduce
costs, has, been ganing geound over the fast
year, with particidac attention bewng pad 1o
B raduang the number of layers of manage-
ment anct moving resources closer to the
LSO,
® concuntrating our efforts on  essential
&ctivities, 1o dahver the right quality at the
fowsst cost;
@ mproving procurement, espedially {or the
large investment programme
We continue ta strive for energy efficiens
cies. A major hew initiative to reduce energy
costs over the next three years has been
launched, ncluding further in-house power
generation, a pump effidency programme,
competitive purchasing of energy on the
open market and energy audits.
Our efficiency will constantly be compared
with that of other companias, not least by

'ﬁj;?"'m:.r- J
RS
oL

EREa
Sk k:

B e AR
=

Sy e T T
EAR GRS

16

our reguistors. Hence the smportance we

geve 1o borth West Water Limited baing con-

vinangly the most «ost efficent of the UK
water and wastevrater companies.

North West Water Limited is a heawily regu-
lated busness: for a monopoly suppher of an
essential service, that is hardly surprsing; nor
ts it a problem, provided the legitimate, long
term interests of all our stakeholders are kept
strictly in balance:

@ customers must get the higher standards
they expect, for a fair price, The industry’s
regulators have far reaching powers 10
make sure that we meet our customers’
expectations. Meeting these expectations is
essential and we have consistently done so;

© shareholders must get real growth in earn-
ings per share and we must be able to sup-
port the raising of external finance for our
investment prograrame. it is in no one's

P )
)iy W *x
Dl i S

AR
ST

Abave substantalinvestment is planned 1o meet coastal
witae quality standards

Leit improwing perlormance by refuristing and
renewang wastowater itsatment works

interest 1o jeopardise this position;

@ employees must be fairly rewarded for the
productivity gains and higher standards
they achieve;

@ communities must get a satisfactory re-
newal of the infrastructure and +ufficient
investment in research to ensure contine
ued improvements in water and waste-
water standards,
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Chief Executive’s Review

Operatians

North West Water Limned mot is invest-
ment abkgattons for the year and, n fact,
was able to deliver eatra benefits  to
customers and communities by the accoler
aton of same projects

Effiienues achieved duning the year also
enabled us to meet our ebligations to share
halders. whilst ploughng back for nvest-
ment £ 129 million of the profits for the year,
agamn for the benefit of customers

Folioving agreement with the Director
General of Water Services, codes of practice
on aperating procedures have been imple
mented We met ali the service targets ex
pected ot us and exceeded them in several
cases We have attended all the meetings of
the Customer Service Commuttee and made a
number of preséntations to it on aspects of
the water and wastewater business.

We have actively pursued our programme
of cantacts with our custamers, local eounals
andd mterest groups and political representa
b, of ur region 1t s intended to continue
ik reasri) such actvities in the future

Cxie cammutment 16 €orservatioon, access
and recreation on our extensive operational

fanrtholings in the Notth Wea of Togland
has been mantan™d We are dovelying
prosramme 10 ensute that eny ronmental
AWArenE5y 11 AN QU A0ty tres extends hoyond
PIGELY 00T 10 COmratan and agonts a5 will
Natable developments durng the year were
@ reqtoratnn and converuen of farm bud
1135 3 Holingworth, m Longdendaie, as a
holiday, conference and visiti contre,
ececaton of o dawmom at our vistor
centre at Worthingtan  Lakes, Wigan,
speaally designed to pravide children with
facthties fur envitonmental studies,
® plarining, design and  spornsearship  of
a water garden, <onveying the sound and
Teet of water outitoors, at the Royal Schooi
for the Blind, Liverpool, opencd by Her
Majesty the Queen
Throughout the year, we have bad the
advice and aseistanze of the independent
experts on our Conservaton, Adcess and
Recreation Adwvisory Committae

D R T L I T T RATLALEY
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Chief Executive's Review

Keyissues

North Wist Wiater Group PLC was bom out
of the praatisapion, n Jate 1989, of the
water asthootes of England and Wales, a
poktical act For that veason the walter account must be taken of the cost of
ndustry has remained i the public poktical meeting current £C direcuves in full ~ and
Arena proper thought given ta how much the

Beneath the suriace, however, there is communities setting the standards want
thought to be a good understanding, by the to or can actually afford 10 pay. I the
three roain political parties, of the key issues: 1970s, in the North West of England,

Vcatching up takes wme and money,
roakistic goals must be set and then mex,
and, before even higher standards are set

® Butain, whilst not as bad as portrayed in
the media, does have somae catching up to
do on water and wastewater standards.
In reality, for many decades, successive
governments have perpetuated this prot-

around £0 4 million per working day was
being invested in water and wastewater,
this rose to about £0.9 milion in tha
1980s; and 1today stands at over
£2.0 million, at constant prices,

lem by under-investing in this country's
water and wastewater infrastructure,
Today, we are able to plan, fund and then
carry out our investment programme ~ and
that is much better than the stop-go-stop

. . Advanced monitonng and control of wstaflatons for
of pubhic sector borrowing himits; franng

greater efficency and effectveness - bere, at Prascot
water treatment works
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Chief Executive’'s Review

Research and development

Demiang water and enwronmental standards,
are nsing Averywhere and the old, essen-
tally vl enguneenng. solutans are bewng
chaklenged by newer process, chemicat and
brotechnologeal solutions. The traditional
water ankd wastewater treatment metbods
do work -~ at least 2nough to meet tradh.
nonak standards - but they can be expensive
and slow to buidd.

Research and development i needed not
only to enable us to meat tomorrow's stan.
clards but, as importantly, to enabie those
standards to be met atan affordable cost.

As a major water and wastewater oper-
ator, North West Water feels both those
needs acutely; and, as leading water and
wastewater process engineers, North West
Water is well piaced to carry out the forused
research and development programme most
hkealy to get results,

North West Water Group will continue
to step up its research und development
programme. Each of our business areas
is committed to seek skill and technology
leadership:

@ environmental engineering skills are in

Wi W"_” | — j_' P

people and systems. We have already
begun to implement the most advanced
CAD and project management systems;
ikewase, technical and managerial develop-
ment programrmes are being intensified to
at least match best practice;

® infrastrusture engineering uses the same

20

engneenng skiks, albart somewhat spacal-
sed, plus a grovng armoury of tunneling
and renovation technologies. Narth Waest
Water has exiensive expenence, particu-
larly 1 “no-dig” 1echmiques and 15 gener.
ally recognsed as a technology leadar We
ntend to burd on that leadership;

® process engineerng technologies are vaned
and numerous. We gxpect many smprove-
ments from our development projects,
which have a reasonably {ast paybsack; but
the real technology and cost breakthrough
will come from the more innovative
research heing undertaken by our process
engineering division;

@ operations, particularly North West Water
Limited, is stepping up ity investment iny
operating systems, instrumentation, con.
trol and automation, laboratory systems

Above CAD - computer aided desgn, imprining
eliency and enhancing response mes

Left sophnstcated analpus of water samples with
speciabsed gas chiomatogaphy mass spectrometry

and technologies, process operations and
information systems, The results will be
outstanding customer service, higher
water and wastewater standards and im-
proved productivity,
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Yuitan kns Shah water sreatment works, part of the successful jont venture i Greater lpoh, Malaysa
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Chief Executive’s Review

Internatiaonal actavitaes

i parwy coumtmes, there ik an wadequate o
cortaminated water supply Even where 1t
has been tradktionalty safe 10 dank from the
tap. the sources and detributon networks
are subject 10 the increasing risk of poliution.

On the wastewatee sle, ton, there
growing awareness of poliution and public
opsnion 1 challengung present standards, The
enviconment, 1 fiemly on the political agenda,
a5 pohitiians respondt to the senous concems
of the communities they serve-

This is happerung everywhere. Although
different countries are at different stages in
their development of satisfactory water and
wastewater services, the challenge is the
same: the urgent need to raise standards,

The fundamental econori issues are alse
the same: water and wastewater problems
are expensive and stow to solve - and there
ks never enough public money to get the

£ '\ o, .
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o done as fast or as well as prople would
kke.

There 15 no escaping these peersures which
are leading to the prvatsation of the water
industey in an increasing numbeyr of countnes.
Governments and tocal authomies are faced
with finding substantal extra finance for
water and wastewater, Thes has 10 compete
with health, transport and education, for
public funds or public sector borrowing = a
difficult contest.

The solution #s private sector finanang of
these public utility services, and that is the
real marketing opportunity we have. North
West Water International is in pole position,
backed by North West Water Group's
expertise in operating major water and
wastewater systeins and In environmental,
infrastructure  and international process
engineering.

by
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Summarcy
.
A treat deal wak accomphshed i the Group™s by our move recent acquistions, Wallace &
Bt full year i the povate sector Timan ancd Edwards & Jones. These bus
® North West Water Uimited made a goad nesses form a strong grouping w the intey-
staet with 1ts £4 3 belkon investment pro- national water and wastewater market,
® grarvme  for the decade, meeting its #the Group has strengthened 1ts manage-
plarned westment goal and exceedng ment team in key areas” general raanage:
the regutatory meownum. Thes has been in- ment, fnarnce, busnes  development,
strumental ¢ helping it further improve conumwiications and persoanel. Increased
drnking wider quakty for its customers emphasis is being placed on development
L and make more progress i its crusade and taining;
aganst the poliution backlog of the North @ the financial results for the year have
West; enabled us #0 meet and in most cases
@ North West Water Limited 15 undergoing exceed the expectations of our four stake-
considerable orgarusationat change: focus- holders, but most particularly our
® ng its resources closer 1o customers and wsLomers,
the communities 1t set.2s; endeavounnyg The Group's strategic focus on water and
to raise customer service standards ahead  wastewater, its commitment to txill and
of regulatory requirements; and becoming  technology  leadership, its  human  and
more cost efficient; financial resources, its experience and know-
® @ the process engineering division came intod how, all augur well for its future prosperity.

being during the year with the acquisttion
of Envirex, Water Engineering and Jones
Environmental and 1s being strengthened

22

Robert Thian
17 June 1991
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PRINTIPAL ACTIVITIES
Nt West Water Group & eagajed i the
planming, design, engineering, mavwiactuc-
g, CHnstruction and operation af water and
wastewRtRe Systems w the United Kingdom
and overseas,

fts maiy opeating subsidiary, Nodth West
yWater Limitexd, bokls Appoinunents as wate
and sewerage undertakers under the Water
Act 1989 to provide water supply and sewer-
e services i the Norih West of England. It
ts this pait of the Group's business which is
regulated by the Secretary of State for the
Crwironment, the Director General of Water
Senvices and the Natonal Rivers Authority

The Group has process angineering subsidi-
ary undertakings tused in the United States
of America, the United Kingdom and lreland.

The Chiaf Executive’s Review, to be read in
coniunction with this Repost, appears on
pages 6 to 22,

PROFIT AND DIVIDERD

The results 11 the year set out in the consoli

dated profit and loss account oh page 26
show a profit on ordinary activities before
tax of £214.5 milliors (1990 ~ £75.3 mitlion -
£177.3 million or a pro forma basls), after
making a restructuring charge of £32.0 million,

The profit for the year attributable to ordi-
nary shareholders was £193.1 miflion and the
retained profit of £129.0 million was trans-
ferred to reserves.

The directors recommend a final dividend
on the ordinary shares of 12.0p per share for
the year to 31 March 1991 for payment on
1 October 1991 to shareholders on the regis-
ter at the close of business on 22 July 1891,
This dividend togetter with the interim divi-
dend of 6.0p per share paid on 4 March 13991
makesa total dividend for theyear of 18.0p per
share, an increase of 15 per cent over the pro
forma dividand per ordinary share for 1950

FIXED ASSETS
Changes in tangible fixed assets during the
year are shown innote 12 to the Accounts,

Tha assets of North West Water Limited
comprise substantally alof the Group's fiwed
assets, There ane stingent provisions within
the Water Act and the Appointmena
regardeng the dispotal of land and butldings,
the majerity of which are needed for con-
tnuing operations and are not readily adapt-
abie for other uses. In these dreumstandes,
the directors are of the opinion that the
values shown in the Accounts properly reflect
the existing use value ta the business and are
not significantly different from their market
values.

SHARE CAPITAL

The Company has an authorised share capital
of £475,000,001 divided into 475,000,000
ordinary shares of £1 each and one speaal
rights redeemable preference share of £1.
The issued share capital, credited as fully paid,
% £355831,227 divided into 355,831,226
ordinary shares and the spedial share, includ-
ing 1,74Z ordinary shares alotted on the
exerdse of options since 31 March 1931,

Further details of the Company’s share
capital are set out in note 23 to the
Accounts.

The directors have a general authority to
allot shares given by special resolution passed
on 20 November 1989 and valid until
19 November 1994, The number of shares
authorised to be altotted which remain un-
issued is 118,606,774,

A special resolution will be proposed at the
Annual General Meeting to renew for a
period of 15 months or, if earlier, until the
condlusion of the Annual General Meeting in
1092, the Company’s genzral powers to dis-
apply statutory pre-emption rights under sec-
tion 95 of the Companies Act 1985 to aliow
shares to be issued for cash other than pro
rata. If pussed at the meeting, the resolution
will give %o the directors the power 1o issue
shares in connection with a rights issue and
shares for cash up to an aggregate nominal
value of £17,791,000 being 5 per cent of the
issued ordinary shar: capital. The directors
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behiue 1t 16 samportant i the nterests Gl the
shareholdecs. that they should be given this
hwted authonty to a¥ot shares for cash,
wiich wal give directors some flexibility in
fnancing busingss opportuniies as they arise.

AX shares in the Company sold on an
mstabment basts under the Offer for Sale
were registered in the name of Uoyds Bank
Pl and will remnain so untd the final instal:
ment on the purchase price has been paid to
HM Government.

At 1 June 1993, Norwikh Union Life
Insurance Soc'ety held 14,544,696 ordinary
shares which represented 4.09 per cent of
the nominal value of the issued ordinary
share capitat of the Company. The Company
has not recetved notification of any other
interest amounting to 3 per cent or more of
the nominal value of the issued ordinary
shara capitat.

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

ACQUISITIONS

During the year, the Group acquired the
whole of tha share capital of the Enviro Hold-
ing Company (principal businesses, Envirex
Inc and General Filter Company Inc) based in
tha USA, and the whole of the share capital
of Jones Group Holdings Limited (prinopal
business, Water Engineering Limited) and
lones Environmental imited, based in the
UK and Ireland.

Details of the fair value of the net assets
acquired and the consideration are set out in
note 14 to the Accounts,

More recently, the Group has agreed to
acquire the whole of the share capital of
Wallace & Tiernan Group In¢, based in the
USA, and the whole of the share capital of
Edwards & Jones (Holdings) Limited, based in
the UK.

DIRECTORS
The present directors are histed on page 5.
Mr B mlexander and Mr A G Pendleton,
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who ace thé directors to retire by otation,
well offer themsetves for m-election. MrD H
Pricher and M A M Qzan, who have been
appowted 20 the boatd since the tast Annual
General Meeting, will also srek re-election,

Mr Alexander and Mr Dean have service
contracts with the Company tenminable by
the Company, in Mr Alexander's case on
thres years’ notice and in Mr Dean’s case on
two years' notice. As non-executive directors,
Mr Pendleton and Mr Pitcher da nat have
service contracts,

Mr } A Cropper retired from the Board on
30 September 1920,

Full details of directors’ interests in ordi-
nary shargs are set oyt in note 5 to the
Accounts, From the end of the financial year
until 14 June 1991 no change took place in
these interests, other than the acquisition of
2,000 shares on 12 June 1991 by M M C
Bolton Ieliowing the remaval of the restrics
tion on such acquisition previously in force due
to the nature of her employment during the
privatisation of the fermey water authorities,

At no time in the year did #ay director
have a material interest in any contracy or
arrangement which was signtficant in re-
lation to the Group's businass,

Durirg the year, a directors’ and officers’
ltability insurance policy was in force,

EMPLOYEES

The Group maintains an extensive range of
communication and consultative arrange-
ments designed to ensure the partcipation
and involvament of all en Noyees in the
development of the business, indluding its
financial performance, Training in technical
and management skills and employee
development are given great eraphasis by
the Group,

Safety continues o be a high prionty and
the dnve 10 improve safety performance
has shown good results in the improved
safety record for the year,

Policies and practices are operated to en-
sure that, as far as possible, no job applicant
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or employee receives fess favourable treat-
ment on either racial grounds or oo grounds
of sex or mantal status, or &5 disadvantaged
by ueyustifiable conditions or requwements.

n conudenng applications for employment
from disabled people, the Group seeks 1o
ensure that full and fair consideration is given
to the abilities and aptitudes of the applicant
n relation to the requirements of the job
applied for Employees wiho become unable
to cary out the job for whith they were
employed are counselled, to determine their
suitabihity for alternative work, for which re-
trairing 18 afforded it approgriate.

A targe number of employees were
granted share aptions under the Employee
Sharesave Scheme at the time of flotation.
During the year many of these employees
took the opportunity of increasing their
share options and there was 2 good response
from eligible employees applying to join the
Scheme for the first time, Details are given in
note 23 to the Accounts,

During the year, further options were
granted to executive directors and certain
«aiior managers under the Executive Share
Option Scheme, Further details are set out in
note 23 to the Accounts.

tn this year's Budget the Chancellor of the
Exchequer announced a change to !nland
Revenue approved executive share option
schames which would, from 1 January 1992,
allow the price of options granted to be fixed
at a discount of up to 15 per cent of the
market value of the underlying shares at the
time of grar:t.

For e purmpose of calwlating the maxi-
mwin narher of shares over which options
may be granted *n an individual, the full
market value at the date of grant of the
shrares subject o options will be takern into
account ignaring any discount reflegrd in
the option price,

An ordinary resolution wilt be proposed at
the Annual General Meeting authonsing the
dwectors 1p after the rules of the North West
Water Executive Share Option Scheme 1o
in.plement this change when enabling legis-
lation comes imo force. In implernenting the
change the directors will have regard to the
relevant guidelines of the Association of
British Insurers and other bodies representing
institutional investors. The directors  will
make such alterations to the rules of the
Exacutive Share Option Scheme as they con-
sider necessary to implemant the change.

The Chancellor also announced that the
maximum amount a partidpant may save
each month to fund the exercise of an cption
granted under an Inland Revenue approved
savings related share option scheme is to be
increased from £150 to £250, fioni a date to
be announced, A participant would only be
able to take advantage of the in¢reased sav-
ings limits if invited to apply for a savings
related share option after the new lirnit
comes into effect,

An ordinary resviution will be proposed at
the Annual General Meeting authonsing the
directors to alter the rules of the North West
Water Sharesave Scheme to increase the
monthly savings limit to £250 at the appre-
priate time.

A UDITORS

A resolution to re-appoint the auditors, Price
Waterhouse, will be proposed at the Anpual
“jeneral Meeting

7
By order st the board y
) R Tetlows mf(ﬂ .

Secretary
17 June 1991
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Consolidated Balance Sheet

AL 31 Maech 199)
Heoup Compary
151 1990 1993 1990
Hoke fm fm im Im
Bhehir ASSHTS
[PIS X ST N 12 1.8330 15578 4 .
IR TIETT 13 09 G4 11,1037 10189
T 483139 15582 LI043 1,099
CLRRENT ASSHTS : 4 ‘
Suawcke 5 198 b0 w
Debtors 6 . 1304 873/ . 681 A6
ewestments 17 980 2@ 2522 - -
Cawh 2t bank andd n handt 93 - ‘ -
Camslo msst 68t 46
CREDITORS Amounts faling dus wathin oo year @ o (age)  (3zg | 97 2 (547
[ R + o I Lt N L & -4
NET CURRENT ASSETSHLLABRITIES) oz o oo @ y o (501
- L\—‘ o P U._ — :- N o * o
. » ) i o
TOTAL ASSEYS LESS CURRENT UIABRITIES 18576 | 16709 To15752 0 10298
. J‘ ' !
CREDITORS Amwunts fating due after mote thanoceyesr 18 1 {2613) (¢RI} . - -
i :
PROVISIONS FOR LIABRITIES AND CHARTES 20 ' W66 ¢+ (1AF (1.9
ACCRUALS AND DEFERRED (HNCOME 2 L us, -t -
16482 15662 0733 10208
H
CAPITAL AND RESERVES ' ; 1 \
Catfed up share captal 73 ! 3558 3558 3558 3558
Profit and loss account 24 . 12024 . 13,2104 AT 6740
©1,6482 ¢ 186612 1,0733 = 10298

P A admeal by e pm—— P ]

Apprirect) by the board of duectorns o 17 June 1891 snd signed on ity behalf by

Chanmnak

A M Ramsay &‘*F"“&’
Group Financial Director

The nevtes on pages 23 to 42 form part of these aceouits

z7




@

Consolidated Source and

2=

Application of Funds Statement

For the year pnded 31 March 1997
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Dwsponad GF tanaeble ficd assats

Coogmt. arrd Qontobn g

CHANGE S IN WORKNG CAPITAL
Stocks

Debitors

Crechtors

Exchange adwnstnent

Casth abnarbed by operations

Purchae of subsdary undertakings

Net horrowangs taken over on acquisibon
Taxaton paxd

Diadendds paxd

kssue of shates

Loans wte off

-

Het cashrboreawngs) 31 BLgeirang OF foe.

Not cash at end of year

Conpereniy
Lesans and overdealis
Firiance leases
Cutrent asset investmants
Cash at bank and i hand
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3

159 00
frn im
2145 ™3
352 294
- 67
249 7 98 0
(319°5) (200 9)
14 o6

160 64

{08) 09

20 14 3)
566 289

B7 -

GO, {754)
{56 0)

{1.1) n
{12 &) =
(587

2297

- 1,0370
1360 . {1,1553)
48 1360
OO 63
(505} (529
208 0 2522
293 - .
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Notes to the Accounts

Basis of preparation of sgcounes

e LSt ed o L O SBT 04T 0N PAgies 26 10 28 inconparare the 21 counts 0F North West Wavey Group ™ C anit nis
VWY UNdeags The ooonts of businessos acueed dening the yrar 3 induded from the dave of squsdion
Phe Uty Bave B i ol 5 whes the hatoecal (0t avention aod o accordance wath wppheatie ARG
(AN ‘.'t;jf"’fﬁ

Turngver

Fieriawers epgucsents the income secenmabie in the ordnary course of st for Goods of sereces prowded and excludes
VAT angd Forgn sales tax

Research and development
Fxpenchtire o reseatch and development is witten off agamst prodits in the year in which it 15 incurred

Goodwill
Goadwili dirsing 0 acquisitions 1 written off upon consohdation against Group reserves

Tangible fixed assets .

Tangible hixed assets comprise infrasuucture assets (mains, sewers, impaunding and pumped faw Water SIOrage resens,
s, shudge pipelines and sea outfalls) and other assets (including propestes, overground plant and equpment}

{1} indrastructure assets

bfeastruture ossets contipras @ actwark of systems  Expend.iure on infrastiuctare assets relating 1o incraases 1o Lapacity
or eituaniements of the network 1s treated as additions, which are included at cost after deducting refated grants and
eOntbEYONS

Expenditure oa tndwitanung the operating capabilty of the network 1n accordance with defned standards of tervice 1
charged a5 a1 operatng <ost No depreciation is charged on nfrastructute assets because the network of systerns 15
regemred 10 e maintainesd in perpatuity ang therefore has no finne sconomic e,

Charges for wlrastructure renewals expenditure take account of planned expenditure on maintaining the operating
capabidily of infrastiuctise assets n accordance with the operational pohaes and standards undetlypng the Group's
myrstment programme The trang of the vestment programme and other operational consderstions may tesult m
uneven patterns of infrastructure renewals expentiture Charges to the proiit and Joss account are adusted by way of
acuruals of defereals, as apprepoate, to take account of any sigficant floctuations between actual and planned
ependiture

Ead Cther assels
Adelitions are included a1 cost

Freehidd fandd s not depreuated Other assets are deprecisted evenly over thaw eshimates economs: ives winch ate
praapaily as follaws

Bu.ldings 30-60 years
Uperationad stiutiures 4080 years
Factures, hittngs, tools and equipment 340 yours
Pre 1974 ass8ts 2227 years

Assets in the course of comtruction ace not deprecsated untl commussioning

2%
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Notes to the Accounts

£ e Tonm, (4 vl 0 FeaDeCE O e hasttud tuee 25500 des dadid ) rom the cost ot the assots
£ 3030 Pt 66 30 11 TESERCE OF Other tangiie ourd assets we treated 3s defered swome. whch » redded 10 the paatd

Y e o TE AP OV TR 58 e 5 OnOmI ves OF the related sssets Frewoudly, granty 1eCenabie wate deducied Yrom
Pt (0 8 (R P iR

Leased ansets

Rssets hnan e By leasag auangements whixn ransfer substantify 2 the ks and rewards of ownership T the lessee
‘hparue Jeases) are capitabsed in the balnce sheet and the couresponcng capital cost 15 shown as an obbgation 1o the
Fessi [ e regrayrventy compise both a capital and a fnante element The hinance slement 15 watten ofi 10 the proin
and vy acCOUNY $0 2% 16 £rOCUCE 3 2pMoxsTately Lonstant penads: rate of chatge nn the putstanding obkigaton Such
A5sers re cepreciated over the shoaer of thes estmated useful bves and the penod of the fease

Ona oy o rentall are chargedd 1o the profit and ks account as weurred

Fixed assat investments
Investments hield as fed iasets ate stated at cost inss amounts witien off

Current asset investments

Current asset nwestmants in externally managed interest beanng funds are stated at cost tnvestnerd properties ate stated
a: theit open market value

Stocks
Stores ace stated at cost less any provision nacessaty to recognse damage and obsolescente

tong term contract work i progress s stated at cost, net of amounts wansierred to cos; of sales, after deductiny
paymcnts receved in advance and matung 55w for foresceable lossas.

Punsions
Most of the Group's employees belong o pension schemes which provide for defined bendns based on final personsiie
pay Pension costs are charged against prafits over the estmated ramaining service lves of employees

Datards of pension arrangements and funding are set out innote 25

Forgign currency

On consohdation, the balance sheets of overseas subsidiary undertakings are ranslated into steding at exchange rales
applicable at the year end The profit and loss accounts are vandated 1nto sterhnyy using the average rate Differences
ansing from the application of the closing rate 1o opemng net assets, together wath differences between profits and losses
rransiated at average rates and at closing rates, are recorded as 2 movement n reserves

Deferred taxation
Prowisrso s made for deferred taxation where a hability s consilered kely to atrse in the foresaeable future

Associated undertakings

Thes results of assoaated udertakings are recognised i the cansoliiated aecounts whete the duectors constler that the
Girnap 15 101 @ posibon o exert s gdicant influence over the assocated undrirtaking

Seomental information

e dunctors consider that the Group operated substantratly 1 the UK 1a one class of busmess dunng the year No analyws
o Group tutnover and profit before taxation by geographeal area and by service provided 15 appropnate
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¥ Operaling costs,
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D Sl SO LAY CORNS
Pen oo COMEr RGNS (nobe 251

G aoutal schmmes,
Wfra 1000 Hore senewals,

MLIDDOWE (AT

Depediaton
Ol fined assets
FunsE assets held uncher bnance leases

infrastriscture renewals wxpenditue

{her operapng costs inchxde
Energy, rates and other operating (oS
Raw matenals and consumables
Authtony' temuneraton
Res svech and development
Operating leases
~hire ol plint and tathmery
«{aed and bulddings
Resteuciuang chacge
Agraraness camparyn and other cosls

Tatal operatmg cests

4 Other income
Other incnme 15 anafysed as {oflows
Profit on disnasal of fued assets
Met tents recewable
Ciher
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Accounts

e 1990
im fm
1008 7P
84 71

113 100
1207 1050
Qs are
w2 ® 1
920 810
293 218

59 76

. 382 294
195 782
1379 1280
345 212

02 01

33 25

25 18
Y4 a2
320 110
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218 1726
485 3812
1991 1990
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11 31
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Notes to the Accounts

®
b Dueciors 19 1990
im fm
MBI, emsneeato= Lok g perscn Contidutons and, w1990 £0 2 mllen Ioe
® Frat b OF e X Siorve @ Rustubties) 06 0%
ROt Xt pension yontnbits nsjo? £7000 1000
T £ e (and highest pasd chred et la4 97
Tner (hies rs 159N 1990
® £ Number  Number
SO0 10000 2 1
0001 15,000 3 4
1500 20000 i
A% N L0 000 - ]
L0 BO000 1
o 8C Q01 - 85,000 - 1
95,007 - 100,000 ]
105,001 - 110,000 1
140,001 145,000 1 =
Q
At 31 Magen, the directors and thew famlies had the following benclicial interests i the Company’s ordinary shares
1991 1990
Share options {1} Shate options (i)
Q«cdinary Executve  Employse Otdwnary Executive  Employse
o - shaves () Option Sharssawe shares () Couon  Sharesave
Scheme Scteme Scheme Schame
W Give . B362 171,700 6.136 B,362 122,250 6,136
RP Thian 4,200 157.000 4555 4,200 143,750 -
AM Ramsay £,258 105,250 6,136 6.258 80,000 6,136
B Alexander C 9,285 116,000 6,136 5295 90,000 6.136
@ Mrs M € Bolton {us) - = =~ - -
JA Cropper tw) : - 7,000 = -
Risach 10,000 - = 4,760 “
Aty Pendieton 3,000 - o 1,600 - e
(3 H Pitcher (v © 5,000 : . - - -
F sanderson P 4,100 = - 4,100 -
v i commen with other ehgible indwdual shareholders, the directors and ther famdies may be entitled 0 a share
brrus from HM Government in accordance vath the provisions of the Offer for Sale
{d Nomexecutive directors are not eligible 10 be granted options 1o purchase fully pard ordinary shares under the
Employee Sharesave Scheme or the Executve Opion Scheme descnbed mnote 23
®

{wh M Bolton acquired 2,000 ordunacy ssares i the Company on 12 June 1991
tvi Mr Cropper tetred from the Board on 30 Seplember 1990

(1 Mr Piacher held a beneficial interest in 5,000 ordinary shares i the Company on his appeimtment to the Board on
® 1 Ok tober 1990

Mr A M Dean was appomied 10 the 8oard on 1 June 1991 P has optons on 57,250 shates granted uader the terms of
the bxecutive Shavee Oplion Scheme
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Notes to the Accounts

& Employess 99t 1990

At die n et OF DrrsOm eenploped by s Group TR0 1106

e avpegoe For 1991 wikodes 3HE A0 respect of aemphmpees i the sy Lhddetah ings acnuess n The year ull yea
Higs ke - 920

Net interest ceceivablesipayabie) 1431 90
im im
wikeewsr oy able
030 baok e, overcdeafts pod other loans *
Repwsabin vethun % yracs R {65 5}
Repayable wholly 0f parthy i more than 5 yeasrs £11 1) {109
| H33) (804
i bnange ledts LT A o0
otat mtesest payable , (18 1) {89 4)
Interest recenvable , 460 103
Net wniterest recenabledpayable) e 279 79 1)
Tuxatlon 1991 1990
im fm
UK Corporation tax at 34% {1990 - 35%) “
Overseas tax 01 -
krecovetable dovance corporation tax. : 213 124
214 124

B i g ]

Mo UK tax | abdity or charge arses bacause of the tax allowances on the transfer of accumulated capual expessditure from
the predecessor Authonty and on experddure incurred subsequently

The cleferred 1ax i et meluded i debitors n the Group azcounts 1§

Group
1991 1990
fm fm
Cther tromg differences 18
The foli potentiat deferred tax habdity 15 :
Accelorate d tax atlowanoss or buiklings, plant and equipment ' 150 9 5 b
Other toiesy dfforences (28 2 {169
EEEATH (45 3) 279
774 i18
Tev, advance eorporabion tax {34 0} {8 4
434 34

Nevdelorred tax iaihty anses = trio Compae /s accounts
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Notes to the Accounts

Extraoedinacy tems

At oy (RAQes
P g ey (8%

o
im

190
10

b}

W 5" St COBES chuce expenditure relating 50 prepasalion fox the vestng of Nocth West Water Authory's ety and
harksh 88 (1 S 0550 Dickins, which 100k place on T Sepkember 1939 yoder the prowsans of the Water Act 1989 and W

tovie (Whee For Sake of the € ompany’s shaces
Dividensls

Intenmm deeckend of & 0 pence (1250 - il
hinal draciend of 12 O peace recommended 11990 - 10 47 perked

Larnings per share

et base
ralt for fnancal year attnbytable 1o ordinary sharehokders o ;

Eatmungs per Brdinacy shace : '

Nibws s

Profit on ordwirry actmaties after the elmination of the charge lor irecoverable advance i

COTPHATON tax

Earnings per erdinary share

Il

A S Vnaha

1991 1990
{fm {fm

214
427 373
B4y 373
e A ) r-"plr T.oremne

Jll

. Proforma
1991 1990
£1931m  £158 7m
54 3p 44 Hp
. £2¥44m 177 3m
60 3p 49 Ap

S T S

Farnings per otchnary share on the net basis has been calculated by dwiding profit for the Lnanoal year sttnbutatie to

otthinary sharehedders by the 355,829,484 shares in ssue {1990 ~ 355,829,000

Farmnay per ordinary share on the nd basss 15 cakulatad by eliminating the taxalion charge of £21 3 mihon 1990 -

£18 O ruthon) i respect of wrecoverable advance comporabion tax

Thuooe woukd be no significant didution of earnings pet ordinary share if the outstanding share opions were exercrsed
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Notes to the Acgounts

12 Tangible fixed sisets Facdures Asatsan
LR Land wodrg Ooota- fungs, rtayse of
ANE AN ponal ook Pe-oM con
by WSRY  SHUCURe,  Egpmieet eets  Sston T
£m Ker £m im fm im im
(et ‘ ‘
AT Y Apd 1390 a2 $21 0 W22 2936 1R 1703 17687
Ackhinonn " o0 1032 %9 81 166 2 3194
Ak ) Froaee i Quasitions, 22 £ - - 43
YUNINGE ApAtment a2 . 04 - . 06
Cotants arn cOntrtaitang : ; P14 %) - - . {14 4}
Trambeis 08 13 i64 12 . {3206
Iposal T - 11 8) < (1 B
AL 3T March 1991 | s44 8130 3345 2855 1774 3039 20687
Deprecmbion
AL L Apni 1990 T 339 812 887 219
Charge for the year 27 - 57 212 56 . 352
Dviponals. . = o N(IO d} . - o 16 4)
At 3t Maech 1901 . fis - 396 920 943 . 2357
. B A N ;‘:ma-um ) ~ T
At 31 March 1993 S A4 6 9130 294 9 1935 831 3039 18330
At 3y Aarch 1990 371 B210 268 3 1724 g8 7 1703 15578

T S ek, ap——e T St *sapen L m—— L

Grants, and contnbutions recenved relzting 10 mfrastructure assets have been deducted from the cost of fued assets
tder to showe a teue and far wew. As a consequence, the net book amount of fixed assets 1s £16 8 mullion (1990 ~ £2 3
mihon) lower than it would have been had this thoatment not been adopted

Wathist fanpble ficed assets are assets held under finance lagses at tha {ollowing amounts . :
19 1990

fm £
Cost 773 B10
Accumulated deprecation {39 B) {419

Net Biogk valun 375 391

- TMTI =

An analyos of lind and buikdiongs between frechold and long and short leasehold 1s not readdy available at 31 March 1994
Pre 1974 assets comprise a pool o assets which was translerred to the Gioup from North Wikt Water Authormy, whsth it
acquted i 1974 from s predecessors No analysis oy asset caleqory 15 avalable The directors consider that the stovmon
af the ahave infurmaben would incur expense and delay out of proportion 1o te benedit t would powde 1o shateholders

1991 1990
fm fm

Capnraf commutmants
Contracted byt not prowjed for 4332 . 3280
Authoesed Bt nnt yot contracted for 354 w80

At PR s

Wi adkh.tron 10 these commutments, the Gioup has Tonger 1emm nvestment expenditure plans which inciude expenddure W
amprove asset performante and canditon and to provide for new dermand and growth
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Notes to the Accounts

$1 Tongitle fined assets fcontinved) Futuwes.
Taung,
COMMBAMY W00k and
LTt
jem
S 1
AL . Al 100
AN [t
At 31 March 1591 o
Deprecraton :
ALY Aol 199G
Hwirge for the year 01
At 31 March 1991 01
Net book value '
At 31 March 1991 6
AL 3T Masch 1990 »
12 Fined asset investments Mrir
FWEImen|s
GROUP £
Cost
At 1 Apal 1990 04
Addtons 01
Arsing from acausiions Q4
AL 31 March 1093 ’ 09
Shares in Other
subscliaty undertakings  investments Tral
COMPANY £ Im fm
Cost
At 1 Apnl 1990 1,0798 0.1 1,079 9
Addtrons a7 _ ot 238
Ar 31 Moarch 1991

LI035 02 11037

L X Y LEbam. kLS b v, jow
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Notes to the Accounts

1 FEloced acset investmends {eontinued)

Lietad: 8 pooopal operabng silscdacy 200 ass00a3ed undecatangs, all of winch ar2 ureted an a tollows Al of the
LAty 5 PO Dk wabaiary Ledertakegs are niiuded s e COmohdation

Subsidiary undertakings:

{if@at B
Nowth West Wake bamaed

NN Fropettes emited
Nowth Vst Water lnternabonat Dnuted

Water Engineenng Limned

Republe of beland
Jones Envwonmental {ireland) Lirmted

Usa

Narth West Water e
Ervirex Ine

Enwvitex Uowted

General Fitter Company .

Malayua
North West Wazer (Malaysia) SDN BHR

Newetlants
Netth Wost Water 8V

Astodated undertakings:

Great Bridan
Lakeland Smolt bimsted
WHR (Process Engineering) Dimted

Span
CIDA Hydroguawmica A

s of
shai e Captad

Qrednary

Oecdinary

Ordisary

Ordmary

Ordinpry

Ocdinary
Oridiary
Ordinary
Ordinary

Ordinary

Ordinary

Ordinary
Ordinary

Ordinary

Moposton of
shace caputal
owned

100%

100%
100%

100%"*

100%*

100%*
100%*
100%*
100%*

100%

100%

49%
50%*

38 7%

Hatwe of
LRSS

Waler supphy and sewerage
SeTVIES

Proporty menagement
Consuiting senvwoes and project
management

Design and nstaliabion of water
andd wastewater treatment plams

Desgn and instaiation of watet
and wastewater treaatment plants

ntermediate hokding company
Manufacture of squipmen for
waler and wastewater froatment
prozesses

Techmical and management
services

Intenmediate holding company

Ersh farming

Design and constructon of
equipment for watet ard
wastewates troatment protesses

Desgn 2nd mnstallation of
equipment and systems for water
and wrstewater treatmunt

The country under which each undettaking appears 15 both the country of 1s incorporation dnd of s porepal operations
Al 6f the Great Batan undertakings are regutered i England and Wales Shares ar hesyl diectly by North West Water
Group ML C except where marked with an astensk whete they are held by subrediary undertakmgs
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Notes to the Accounts

T4 AGpacmone

The { Nopay aopeesd S ke Hokdeg £ ompany and ks subsdury undertalangs on 22 November 1950 and Wate
Eridar wwrorn | oubed ond Bes Erncronrrental fleetand) (onet=§ on 4 Deceinbe 1990 The analyins (F 00t sty acqueed

alied i Fap bl 12 108 OIOK, P 2 Rl s

Frvedd 15015

kiaod aaet nvestinenty
St ks

Petirgts

Cash 2t bank

TAM assets

Ftechioes
PR RIS

Fotal kabibes
Net assety
Goadhwll avswny on acqusttions

Conuderstion

ALCORNUNG
Bool pokcy
value  ahgrenent
fm £
76 13
25 -
23 04
2 {0}
05 -
-2 an
27 2 {5 &
() -
(27 3} {5 5}
189 {6 6}

e g

The goodwll of £44 8irdion has been set Off agawnst Group reserves
Profit of loss. before taxation » ihe acquired subsidiary andertakings for the penods pnos i acquisition were

{3 Tha Enviro Hokhing Company srud ss subskhary undetakings {of the five months o 22 November 1990 - 2 loss of
£0 4 millon fyear ended 30 June 1990 = a profit of £2 5 midlion}

() Water Engineenng Limited ang Jones Envaronmental {ireland) Lirmited for the eleven months to 4 December 18990 - 2
profit of £0 3 miion {year ended 31 December 1989 -a profit of £0 1 mithon)

1% Stocks

Stores
Wtk th progress
frrushied goods and goods for resale

38

T N TR NALY Fpepiieivem sy )
AT T I e tiemtal 4y

Ve

Fan

vt wakoe tin
DHOMSIONTS, GIouD
£m im

- 63
{nn G4
(26 89
18 369
111

71 532
(2 6 (3% 3)
{56) {-7)
{(82) (41 0)
{11) 12
448

560

_Group

1991
fm
77
26 ¢
5%

E R I

158

AR ST

1990
fm
60

60
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Notes to the Accounts

Debitors et Company
1 1920 v 1991 1990
Adnc i, £ aikeng Gue within D06 yiae im fm ) {m {m
Traga B4 105 LT b6
Aot e Ey £0008 it L gS - - T AN 46
Cibier (e 147 22 :
gy ey Jad acsrurd ek o s 286 b2
AT AR FCGRilAe L der cnote iy A%
Dweferred tax 18 -
1271 861 681 40
Aty faliing due after move than cne yed: :
Araints owed by assocatec undertaking 03 - 03 -
frthar cetitoes 29 06
33 09 -

Total ehtors

1304 873

e ]

) wweTT Es

410

R T W

" Qurrent asset invastmients GGroup Company
1991 . 19490 199} 1890
£m m fm im
Managed funds and short term deposis 298¢ 1 2522 -

fvcduden s current snvestments 1s £7 4 mllion of wivesthient properties (1990 « £4 & ml

aaried

and. This amrount @i

udos £07

rodlioe v respect of ntercst capitalised in the vear (185G - ni)

. Crnditors: amounts falllng due within one year Grou Cornpany

it 1990 1997 1990

Em | £m , £ fm

Lons ; 08 07 ¢ = :
Bank overdrafts and temposary barrowings - 550 - 201 ; 275 -
Trachs creditots » gz ! 149 . -
Amaunty owe (o Group undertakings ‘ - . 01 48
Oblgrtons undar finance leases L 76 - 80 ' - -
Progrased du.dand K 427 313 ! a2 373
Cither creditors o 52 ¢ 17 ‘ 10 - 02
Taxation and s secunty . 17 1.4 -

Intrastructare tenewals seerual . 938 ) .

Aeerudk and delarred income 773 1265 a6 |
Aetesizen cerpivatuon tax payable : v | 124 3 124
398 0 s v 2 547
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Notes to the Accounts

@
/1 Gakedup share capital
Tr i tom il Shiwe Canutal (F the Company BQuoiniut the yeae poded 31 Mateh 1991 way 1475 000.00H deivied 0l
AT DY QO ooy shaves oF £3 g and one specal naghts redesmable prederence shase of §1
@ oo il b e Py paed shuare Cagutal of the £ ompary a* 31 Machwas
9N 199}
{ %
(b ary shares P Y 05 879484 355 829.000
e rahts s poermable preference shaem of £1 1 !
4 354,829,455 355,829,001
AR crchiay shares were aliotted duong the year ended 31 March 1991 followarg the exereise of options i acardance
with The rubes of the Employes Sharesave Scheme
The specal ngats redeemable preference share 1 radeemable at par at the request of the holder at any time pnot 10
1] 1t December 1994 and, unkess s0 redeemed, will be redeemed by the Company aK thal date

The Company has twa share opbion schemes - on Employee Sharesave Scheme available (o #4 ghigible smployses and an
Evecutive Shate Option Schere for executive directors and certan semor manageds The fomer 15 based on SAYE contracts
with op1ons exercsable within a six month penod from the conclusion of a fve ot severn yaar penod a5 approprixte from
the date of grant Options undar the latter scheme are exeraisable w a penod beginning no eailier than three years and

® endion no later than ten yeors from the date of grant Options outstanding under the twa share option schemes M
Al March, togethes sath ther exercse prces and dates were

‘ Ophon Koimal dates
1991 1950 Price of exercise
Ernployee Sharesave 3,282,363 3,383,782 176p 1995 o1 1997
1,485,964 - 252 5p 18495 or 1998
) Eapcutive Share Gption 897,500 946,500 a18p 1593 50 2000
36,800 286 5p 1993 to 2000
297,400 , 315 Sp 1997 to 2000
b 000 027 4,330,282

ERE ST

[T RgE s

irt the year ervled 31 March 1991 oplions were granted under the twa ophion schemes i reanect of 1,821,411 ordman
shaees, optons for 484 shares were exercised and options for 153 182 shares lapsed

Reservas Profit and loss acconnt

Group Company

fm fm

At 1 Aped 1990 1,210 4 G740

Frott foar the year 1290 43y
Laodn A an aositions 144 8)
Fx: hanae adiustrients (2 2

A 31 Manne 1951 12924 7h

As ot ved by seetion 230 (1) of the Companies Act 198%, the Cormpany has not presesited 118 own profit and doss account
The amaunt of Group profit for the Ginanaal year dealt wathi in the Company’s probt and Joss account was £1077 6 mlon
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Notes to the Accounts

A Pemsions,
Prie Con g Operdtis tanr detivich bernedt fnal salary sche ned  the DL, the Watrer Maror image Paoson Soheme
; [N i} e IR Pensini Sehime (VPS]E Ouerseas, there ace Several pensin Aangemeants ncluckig bioth detwed
1 Cortornt s e debnerd bnet 1o hemes o the USA

KO P VK o e, thes ool sas's contebutions and the pension €0t have been assesyid i accordance wath the adve o
CF R A Mences Fraser Lmuted. using the progecied unet method for the WPS atid the attaned age method or the
WAL ECR i PUrp0sR TR main 3 tuaiadl assumpions used are basea Lion snvestrient growth of 9 pee cent Per anour
HuE Py groawtt oF 7 pee cent pef anitan Penyons in payment and Sefe red pensinns under the WMIS have been assumed

® Lo eae by b per cent per antum Thie ascamption has been chosen 13 reflact the witreases anxder the scheme winch are
(M dterd 10 e i boe with tha Retad Prcesndex (RPD For the WPS, tie cotrespanding assumplion s & 25 per cent pet
anur Ths rerwcts increases which ace guatanteed at 5 per cent per conum {or the increase w1 the RE o Jess) vath the
TR Ot Pay MOE, L 1 the leve! of the BPI 1 tha resources of the seleme so permat

For the LSA schemes, the defaed banefit arrangerments have been revieved on consistent assumplions and the balance
o sutphas spread torward o dem the pinsion ¢ost for (he post year penod since the acqursition of the Envro Holdng
-] Company and it subsidvary undertalungs

The 1otal penwort cost for the penod was £ 11 3 mdhon {1599 - £10 0 milion}

he fosr astuanal valuation of the two UK schemes was carned out as at 31 March 1990, but is not yet Binaised -
31 kdarch 1991

® Both the WPS an WMIS comply with the sntipated requements of the Sociat Secunty Act 1990 wath regard to pension
ncreases Some changes may be required] i the Schemes to comply with the ruling of the Furopear Court in May 1980
concerning squality for men and women Howevey, these are unhikely to nvolve sigmificant costs prowded approphate
related changes are made 1) the contracting out requiraments of the State arrangements

2 Operating leases

A,
o Subsidary undartakngs weee committed 10 making the (ollowing payments dunng the next twelve onths
19
landand  Plantand
buldirgs  machmery
o fm fm
toeases which expite
Wihnoone year o 01
Between two an, fve yoars 12 05
After fvo years 09 :
® 22 a6
L
-
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NORT WWEST WATER GROUP PLC

Auditors’ Report

Report of the Auditors to the mambers of North West Water Group PLC
W have duchted the accounts on pages 26 to 42 in accordance with Audting Standards,

I Oue opiwon the accounis geve a true and faw view of the state of affairs of the Company and
the Group at 31 March 1991 and of the profit and source and appixation of funds of the Group
for the year then ended and have been properly prepared in accordance with the Companies
Act 1985

f/‘I:D RUPS e R

Price Waterhouse

Chanered Accountants

Marchester @w

17 hune 1991 !
Financial Calendar

Annual General Mecting 24 July 1991

Payment of finat instalment on ordinary shares 30 July 1991

Final dividend for the year ended 31 March 1991 to be paid 1 October 1991

Interim results for the six months anding 30 September 1991 to be

announced November 1991

Interim dividend for the year ending 31 #4arch 1992 to be paid February 1892

Prehiminary announcement of results for the year ending 31 March 1992 June 1992

1992 Report and Accounts circulated June 1992

i1



Five Year Summary
1937 1588 1989 1990 19

fm im fm {fm {m
Rrofit and loss dccounts
Tupmoree 385 418 458 E18] 590
Operating eosts {265) {286) (306) {361} {41
Other icome 2 2 A 4 ?
Operuting proht 122 134 156 154 187
Natinterest (payable) recemable (113) {108) (112) {19 28
Profit before tax 9 26 a4 75 ns
Taze on peoht on oedinacy actiaties - - - (12) 22)
Frofit on ordinacy actnvities after tax 9 26 A4 63 193
Extraorcdinary items - - (1} N -
Profit for inancial year 9 26 43 56 193
Diviciendcls e - - {37) {G4)
Trawsler 1o reserves 9 26 43 19 129
Balance sheets
Fooed assets 1,169 1,270 1,389 1,558 v, 834
Net current assets/(liabilities) {107) {195) (252) 13 124
Cradstors faling due after more than one year {950) {937) (956) {91) {261)
Pronasions foe kabilities and charges - - - (14) 1a7)
Accruals ond deferreo irkome - - - - (2)

12 138 181 1,566 1,648
Orchnary shrare capital - - - 356 356
Reserves and retained profits 112 138 81 1,210 1,292

112 138 181 1,566 1,648

The comparative firandal information for the three years ended 31 March 1989 has been extracted from the listing
particulars in the Prospectus dated 22 November 1989, issued in connection with the Offer for Sale of shares in North West
Watar Group P1L.C. That information was based on the accounts of North West Water Authority, adjusted to eliminate the
results and net assets of activities which have been transferred to the National Rivers Authority, and refiecting accounting
pohaes now being used by the Group,

The directors beheve that care should be taken in drawing conclusions from a comparison between the results for the year
ended 31 March 1991 and those for provious years. The changes which took place during 1990 in canital structure,
requlatory expenditure ond ether costs assbaated with PLC status render comparisons potentially misleading.

Note

The requiatory accounts of Nortl West Water Limited to 31 March 1991, prepated in atcordance with the Appointments, will ba filed with
the Dirsctor Genernl or Water Services on 24 July 1991 and thevealter available upon application o ths Company Seaetary, Davwson House,
Great Sankey. Warrington, Cheshire WAS LW,
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