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FINANCIAL HIGHLIGHTS

14992 1991
Turnover £70%00 £559m
Pre-tax profit £230m £215m
Earnings per ordinary share 57 9p 54 7o
Dividends 18.67p 180p
Dividend cover 2 5 times 2.5 times
Investment expenditure £512m £408m

BOARD OF DIRECTORS

1 Dennils Grove - Chairman

*1 Sir Desmond Pitcher — Deputy Chajirman

Robert Thian ~ Chief Executive
Brian Alexander

*+ Clare Balton
Alan Dean

*+ Dr Rodney Leach
Stephen McAdam

*1 Alan Pendleton

* Archibald Ramsay

*+ Frank Sanderson

* Non-executive director
1 Member of the Audit Commitiee

John Tetlow - Secretary
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CHAIRMAN'S STATEMENY

Dennis Grove, Chairman

Qur momentum of improvement and davelop-
ment in both the reguiated business in the North
West of England and the non-regulated busi-
nesses in the UK and overseas has been con-
tinued through the year for the benefit of
customers and shareholders,

Turnover increased 1o £789 million,
31.8 per cent up on 1991, Profit bafore tax rose
to £230 million, an increase of 7.3 per cent.
£136 million, 66 per cent of profit alter tax, is
being retained in the business, to contribute
directly to financing our massive investment in
improving water and wastewater services in the
North West

Sustained improvements in operating
costs and efficiencies have contributed to our
strong overall financia! parformance, offsetting
a reducticn in demand by industial customers
of the regulated business, North West Water
Lirnited.

Qur most recent acquisitions, Wallace &
Tiernan and Edwards & Jones, are being suc-
cessfully integrated into the process engineer-
ing division, which contributed £3.7 million to
profit before tax and has made a promising
contribution to earnings per share.

We completed our planned investment
of £512 mullon in water and wastewater in the
North West, representing an increase of 254
per cent over 1991 and 93.9 per cent abiove
1990. More importantly this sustained high
level of investment enabled us 1o fulfil required
qualty outputs and higher standards and
achieve our compliance targets, meetng our
comnutments to customers an+ the community.

Vlith these achievernerits we are building
a substanttal international water and waste-
water company, focused on attaining skifl and
technology leadership.

During the year we welcomed to the
Board Stephen McAdam, who succeeded Archi-
bald Ramsay as Group Financial Director. The
directors are recommending the appomntment
to ihe Board of Derek Green, wha is succeeding
Brian Alexander as Managing Director of North
West Water Limited. Derek was praviously
Aggregates Group Chief Executive, BTR ple.

We offer Brian Alexander our best wishes
on Ris retirement. He has made a major con-
tribution to water services in the region and
nationally, as a senior executive with the former
Water Authority from s inception and as a
Group director.

We congratulate Desmond Pitcher on
his Knighthood just conferred in the Birthday
Honours Lisk.

We are committing considerable resources
to the training and development of ernployees
throughout the Group 1o underpin our determi-
nation to be a leading force in the world water
and wastewater industry. | congratulate and
thank them all for their contributions during the
year to the Group's conlinuing strong perform-
ance, benefiting customers and shareholders.

A3 o o,

e R —

Harth
Wt
I Whated




CHIEF EXECUTIVE'S REVIEW

Morth West Water Group has sustained the
impetus of s development during this, its
second fuli year post prvatisation:

@we have accelerated the growth of our
Internatioral business, particularly in the
USA, and

& we have carned on vigorous restructuring of
the utility in the North West of England.

We have met the commitments we made
to our stakeholders and have done much to
ensure continued delivery of those pledges
through the decade:

@ quality products and better service for our
customers;

O real growth in earnings and returns for our
shareholders;

© challenging and rewarding jobs for our
employees;

O Ingher environmental standards for the com-
munities we serve,

We have remained entrely focused on
water and wastewater. By doing 50 we have
developed global businesses in ervironmental
and process engineering and we are breaking
into the international markets for infrastruciure

eNGINEENny, and Vater and Wastewsater systems
gneration

HIGHLIGHTS OF 1991/92
torth West Water Limited improved its +ane
dards and made further productiaty gains
€ inboth respects we saw benefits from cur five
year Quality and Efficiency Strateqy,
© aur customers recerved much better dninking
water and the community 15 benefiting from
the environmentat programme,
© by being efficient and keeping costs down
through innovative restructunng we have
delivered higher standards than had been
foreseen; and
& we have safeguarded sharehalders’ interests
by agreeing with Ofwat, the UK economic
regulator, a formula which enstures a propear
rate of return on the £360 million investment
additional to the £378 million enwisaged at
privatisation for our quality and efficienc,
upgrades, designed to bring substantial
benefits in improved service for customers.
We completed the restructuring of our
enviionmental engineering resources, on one
site and strengthening the key spec.alist areas of
water and wastewater engineering
Interest worldwide in privatising utilities i
growing rapidly. North West Water International
Limited has recently been appointed preferred
tenderer for a water treatment works project in
Melboumne. It has also successfully prequalified
for other major opportunities —~ new water
treatment works in Sydney and the privatisation
of water and wastewater services for Buenos
Aires
Cur process engineening dwision has
advanced with the acquisttions af Wallace &
Tiernan in the USA and Edwards & Jones in the
UK.

We strengthened our management by a
number of key senior appointments:



CHIEF EXECUTIVE'S REVIEW

O ensuring the smooth succession to two retir-
ing directors;

© appointing high cafibre managers to head tp
growth potential businesses ike process
engineering and international,

QUALITY AND EFFICIENCY IN NORTH
WEST WATER LIMITED

North West Water Limited has continued to
meet rising guality standards, whilst improving
the productivity of its employees, as shown by
the steep increases in net sales, aperating profit
and fixed assets per employee.

We ended the year with 5,450 employess
in the utility, a net reduction of 1,166 year on
year. Sensible basic pay awards were negotiated,
enabling us to switch more remuneration into
merit, upgrade and result-oriented awards, a
trend we shall be continuing.

Qur efficiency drive has encompassed:

@ tightening up all parts of the organisation;

N——
e

reducing the layers of management and
clerical and manual over-manning. The butk
of this has now been done;

& switching from in-house services to out-
sourcing: allowing us to focus the company's
own efforts and resources on its core skills
and technolagies. This is a continuing process
designed to yield savings of up to 25 per cent

on the cost concerned, wiilst maintasung or,
In mast cases, improving quahty;
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© Quality and Efficiency Strategy: we have
determined what the essential business pro-
cesses are and we are concentrating on
them, making the fullest use of modern
technology.

Taken together, this is a profound and
radical programme, which launches the com-
pany into a demanding process of evolution and
innovation, This is the programme we have been
working on intensively since April 1990 and are

now implementing. There are three comple-

mentary strands to the strategy:

@ a change management programme, con-
cerning employees and their skills, and the
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CHIEF EXECUTIVE'S REVIEW

organisation’s structure, style and values;

© a facilties plan, rationalising existing build-
Ings, with the construction of new centralised
facilities; and

© an information systemns strategy, making full
use of the mast up to date technology.

At the heart of our approach is customer
service: we will provide the highest standard; in
the industry of customer service and resporisive-
ness to the needs of our community.

North West Water Operations is to
be more automated and integrated. Those
needing operational information will have
immediate access to it. Improvements in plan-
ning capability have already stirted to bring
significant savings in our capital expenditure.

Quality assurance across the Company will be
further enhanced with the opening of our highiy
automated £21 million central laboratory in
1993.

Fleld service personnel wilt have access
either at home or In their vehicles to all the
information required to carry cut their work,
largely avoiding the need to use a depot or a
base. In this way we can be sure to get the right
person with the rght skills to a job at the right
time.

Rapi! response and reduced wastage due
to better administration and higher productivity
will drive operating costs down still further. In

this too, we will continue to be the pace-setter
for the industry.

LEADERSHIP IN ENGINEERING

In 1991/92, we once again met expectations for

investment — and exceeded output standard

objectives, bringing better quality water 1o our
customers and a cleaner environment for our
communities:

© 123 new major projects were started and 250
projects were completed during the year,
bringing immediate or prospective improve-
ments to around 500 communities;

& 6 new water treatment works were commis-
sioned and 20 old works upgraded, bringing
a higher standard of drinking water to over
3 million people;

0 492 kilometres of water aqueducts and
mains were laid, renewed or refurbished,
enough to reach from London to Carlisle;

@ 1 new wastewater treatment plant was coms-
pleted, 80 old plants were upgraded and
97 kilometres of sewers were lald, renewed or
refurbished.
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CHIEF EXECUTIVE'S REVIEW

Qur current level of achievement is three
times more than in the 1980s and seven times
the annual rate of the 1970s,

Qur engineers played an important part
in helping us qualify for the finat rounds of the
privatisation of parts of the water systems in
Sydney and Melbourne and the entirewater and

wastewater system in Buenos Awres. They are
now advising industry on wastewater manage-
ment and this business can be expected to grow
in the coming years.

Qur engineers have moved from scat
tered sites in the North West to one facility. This
year, NWW Engineering has been separated
from North West Water Limited and has taken
over most of the sewerage work previously
caried out on our behalf by the local
authorities,

Qur Quality and Efficiency Strategy has
also brought a new approach to capital projects,
allowing our engineers to choose the most cost-
effective design for a project and estimate cost
andtir  c2les to a high degree of accuracy. We
have i 1 in the best available systems in
intelligent computer aided design and engineer-
ing and are rapidly developing their use across
our organisation,

These, combined with our heritage of

water and wastewater technology and skill, vall
produce better designs and solutions at ¢on-
siderably lower cost,

INTERNATIOMAL EXPANSION

The UK is not alone in having to invest sub-
stantially in its water and wastewater services.
Germany, France and several Mediterranean
countries will be spending heavily e meet
European standards over the next few years.

The Pacific Rim countries are having to
renew old and build much new water and
wastewater infrastructure to service their growing
aconomies, as are the emerging economies in

tin America,

The US has fallen behind its own environ-
mental and drinking water programme — due to
the recession and the reduction of Federal
grants - and is now facing a sprint to the line,

In all areas of the world, the use of private
sector management and finance ta solve long

Water International Limlted. Formerly group managing
director of GEC-Marconi Communication Systems; and
managing director, Marconi Spate Systems.

term water and wastewater infrastructure prob-
lerns is growing in popularity,
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CHIEF EXECUTIVE’S REVIEW

Selecvely we are compating i that
marketplace. The entty price is high and we are
having to compete with the best in the world,
because it promises to be alarge and a profitable
marketplace.

PROCESS ENGINEERING

Process engineenng is 1o water what the micro-
chip is to the computer. There is a fast growing
role for pracess technology in the solutio"s to
the increasingly complex water purity and envi-
ronmental pollution problems being faced by
the industry,

itis process technology which will enable
us to meet the ever-rising standards our customs=
ers and communities expect; and it is process
technology which will enable those standards to
be met at an affordable cost,

As a priority, we are building on the
technological  leadership of our process
engineering division.

During the year we added two businesses
to the Group: Wallace & Tiernan, world market
leaders in ¢hemical feed and disinfection equip-
ment with major facilities in the USA, UK and
Germany; and Edwards & Jones, which makes

(tld

Robert Boland, Managing Director, precess engineering
dwision. Formerly chalrman and chief executive of Costain
Group’s engineering and project management dision.

and sells high performance sludge dewatening
equipment.

We now have a strong presence in some
of the key water and wastewater market sege
ments worldwide: water treatment, wastewater
treatment, solids extraction and handing, disin-
fection, and specialist water and wastewater
process engineering and contracting.

We have made good progress in integra-
ting these businesses into our process engineer-
ing dwision. But, there is more to do and the
coming two years will see rationalisation of the
existing product lines, the launch of new prod-
ucts and rapid growth directed at both the
technologies and the markets in which we are
not yet present.

Formerly
operatlans director of North West Water, which he joned
In 1987 krorn W 5 Atkins,

The new technologies from our process
engineering companies are now also beginning
to play an increasing part in Morth West Water
Limited's investment programme,

ATTRACTING AND DEVELOPING
EMPLOYEES

Ambitious plans place heavy demands on
human resources and, above al, we must
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miake suse that our future success 1 not thwar-
ted by a shortage of skifis or the avalabilty of
capable managers
Amongst the maore senior ranks, we bave
been able to attract high performance managers
from other sectors and have significantly
strengthened our Group organisation by these
appomntments,
O Stephen McAdam, 3 member of the Board,
and successor to Archibald Ramsay as our
Group Financial Director;

Dr Roger Ford, Managing Ditector, research and develop-
ment, Formerly Chlor-Chemicals research and technology
business manager at iCl.

© Derek Green, to be proposed for appoint-
ment to the Board at the Annual General
Meeting, and succeeding Brian Alexander as
the Managing Director of North West Water
Limnited;

© Alan Dean, Group Business Development
Director and member of the Board;

© Robert  Armstrong,  Group  Personnel
Director;

© Dr Michael Dyer, Group Technica! Director;

Q Richard Worrall, Group Information Systems
Direcror;

@ David Highet, Group Corporate Communica-
tions Director;

O Robert Boland, Managing Director of the
process engineetng dwvision,

© Andrew Glasgew OBE, Managing Director of
Narth West Waler International Lirnited,

© Dr Roger fory, Managing Drrecter, research
and development;

O Alan Fox, Managing Director, NWW Engi-
neering Limited.

We know too that there s a great dea: of
ability, loyalty and commitment within North
West Water and we must find improved ways of
halping eejsie better exploit their own potential.

To meet the challenges of our business
objectives, including the introduction of new
technology and information systems through-
out the business, we shall be providing ¢onsider-
able support, education and training 1o our
employees at all levels,

Over the next five years, we expect that all
of our employees will receive around 50 days
formal training matching the hughest standards
in Europe, To achieve this our new 12,000
square metre specialised training facility for

management, skilland manual education will be
opened in 1993,

Given the space, the freedom, the oppor-
tunity and, above all, the encouragement, good
people develop themselves. We ara steadily and
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CHIEF EXECUTIVE'S REVIEW

surely creating the mertocratic environment,
where those with the necessary abilities can take
up the challenge within our Group of companies
hoth at home and Qverseas.

KEY ISSUES
The North West of England has sume of Britain’s
oldest networks of aqueducts, mains and sew-
ers. When the Water Authority was formed in
1974, it inherited one of Britain’s mast dilapi-
dated and inadequate water and wastewater
systerns. Much has been done to improve
services since then and, naturally, much remains
to be done. .
At privatisation, there were <oncerns that
North West Water might not be able to manage
the largest investment programme of all the UK
water companies. Not only have we doubled our
irvestment In only two years 10 Ovwer £500

million per annum, but we have done so within
budget and on time. Indeed, we achieved the
plannad levels of service and outputs at lower
costs than envisaged and used some of the
savings to deliver additional improvements for
custamers.

Moreover, having to soive such a broad
range of quality and environmental problems ~

and hawng succeeded - has couippad Narth
West Water jor the wider chatlenges of the
glabal market in a way few of our competitors
could hope to match. Our broad expenence In
finding the best svlution has placed vs w @
strong pesition to help communities around the
world shoulder their increasing burdens of rising
standards for drinking water and the environ-
ment, sconer and at an affordable cost,
Communities everywhere are becoming
aware that postponing ar avoiding quality stan-
dards issues will no fonger be an option in the
future. Even those communities which are meet-
ing today's standards know that there is more
ctilt to do to meet tomarrow's, Even then more
wiit be demanded of them, driven by a combina-
fion of new legal requirements and higher
expectations.
There are growing concems ina number
of areas, which are already In the process of
being translated into new Eurcpean standards
for our industry:
© even before 1995, more will need 1o be done
about bathing, coastal and estuarial watess,
sludge disposal and the increasing knowl-
edge of potential risk from infectious organ-
isms such as cryptosporidium;

© in the second half of this decade we will all
have to fate up to these problems: the
remaining pipes made of lead; chemicals
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Left to right

Alan Dean, Group Business Development Director Formerly chief executive, N Brown Group; and a
director of N M Rothschild & Sons.

John Tetlow, Secretary, Formerly secretary, Tootal Group,

Robert Armstrong, Group Personnel Director. Formerly personnel director, North West Water
Limited. Previously with Anglesey Aluminium Metal

Rokert Thian, Chief Executive. Formerly managing direclor, Glaxo, Portugal; European regionai
director, Abbott International; and vice president, Novo Industries.

Stephen McAdam, Group Financial Director, Farmerly finance and administration director, Hewlett-
Packard. Previously with Grand Metropofitan.

David Highet, Group Director of Corporate Communicaticns. Formerly head of public affars,
Granada Television,

Richard Worrall, Group Director of Information tystems, Formerly group IT co-crdinater, Glaxo
Holdings.
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CHIEF EXECUTIVE"S REVIEW

leaching into water supplies, urban waste-
water; and tighter environmental controls.
For instance, in the North West of England:
© we shall be raising drinking water quality to
meet projected standards over the next 15
years, involving 25 new and 30 upgraded
water treatment works being brought on
line; the laying of 10,000 kilometres of new
or refurbished water mains; and the replace-
ment of lead communication and customers’
own lead piping in anything up to 2 million
homes;

© we shall also be giving continuing attention
over the next 25 years to our environment,
which falls short of standards for river, estuary
and bathing water quality we and our com-
munities would like to achieve, involving 35
new anu 400 upgraded wastewater treal-
ment plants coming on stream; building
some 1,000 storm overflow solutions; and
laying 3,000 kiloretres of new or refurbished
sewers,

Asweli as the tangible benefits for people
that they are designeu to achleve, these will
have costs attached to them, Communities wilt
need to be more aware of the cost of the higher
standards they are demanding and to accom-
modate themselves to the rising cost of water
services, which, in economic value terms, will
remain good value.

Society’s requirerments are ballooning
and until acceptable minimum standards have
been attained, the critical question will not be
*how much can we afford to postpane into the
next period?” but "how much sooner can we
deliver what our commurities require and how
cost effectively cap we get that done?”

The emphasis is already changing from
cutting out the work, to cutting the cost of
doing the work.

For that reason we believe firmly in our
drive for quality, technology innovation and

effivency. Together, these will enable us to
delver the standards our customers and com-
munities want ~ at a cost, but at the lowest
possible cost.

We expect to play a growing part i the
continuous fight for ever higher standards,
What we must do to meet those standards will
require substantial expertise and dedicated
application. The North West Water Group of
companies 1s particularly well poised to meet
and take up that challenge.

CONCLUSION

Despite a rather difficult year's trading
1981/92, not only have we grown our earnings
per share, but we have also taken unparalleled
steps to underpin the long term prosperity and
success of North Wast Water Group PLC.

This has been done by having a clear
vislan of the key trends for the industry, based
on a profound knowledge of the business; and
by developing a radical, yet risk-zverse strategy
for addressing the concerns, meeting the expec-
tations and keeping in balance the Interests of all
four of our stakeholders,

Robert Thian
19 June 1992




ENVIROAMENTAL AND INFRASTRUCTURE ERNGINEFRING

During the year, we completed the restrugturing
of aur engineering rescurces which are now
operating as a centralised uny, separated from
MNorth West Water Limited, with :pecialist skil
areas of water and wastewater engineenng;

O diagnostic: detaled identification of the
source of water and wastewater problems
and the development of conceptual
solutions;

& electrical and control- specialist design, speci-
fication and integration u! electrical power
and control equipment within water and
wastewater assets. This includes the provi-
sion of instrumentation, control and automa-
tion {(ICA} equipment within plants and
retworks to improve quality monitoring and
efficiency;

© niechanical: design, specification and inte-
gration of mechanical equipment, such as
pumps and chemical feeders, within water
and wastewater assets;

© process: analysis and selection of optimum
chemical, biological and physical process
solutions for the trestment of water and
wastewater,;

@ geotechnical: speciafised analysis of ground
conditions affecting the construction of
water and wastewater assets 10 ensure that
structu-al desfgn reflects accurately the risks
associatad with a particular site;

@ hydrauhe: modelling and analysis of water
and wastewater flows through networks and
treatment  plants to develop optimum
hydraulic solutions;

@ cwil: design, specification and Imegration of
the key elements of water and wastewater
assals;

& project management: managing engineering

projects 1o i, ue ther successful delery
on tme, o budget and te seguired
specification;
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Alan Fox, Managing Director, NWW Engineering Limited
Formerly engineenng director of North West Water, which
ke Jjoined 1n 1988 from Costan Engineenng.

O site construction. cost effective management
ot the constructior phase of projects to
ensure teat scophiers and centradtors con-
sistently deliver high levels of qualty and
velue for money.

We have taken over wastewater network
planning from the local authorities in the North
West, togetner with the engineering responsi-
bilities for design and construction of larger
projects (sorme 70 per cent of ovarall investment
in the netwark), New management contracts for
the 42 local authority agents have been intro-
duced for network operation and the smaller
engineering projects. Thuse new arrangements
will ensure invesiment and operating efficiency
iraprovements.

Cur engincenng effort has continued to
he directed atimplernenting North West Water's
substantial investment programme in the North
West of England and the year's planned invest-
ment of £512 million was achieved. New and




ENVIRONMENTAL AND INFRASTRUCTURE ENGINEERING

improved water and wastewater facilities were
brought an stream for the benefit of our
customers and the environment. Importantly,
this investment 1 enabling us to meet required
quality outputs and higher standards and
achieve our compliance targets.
During the year;
© 123 new projects were started, ranging in
cost from £50,000 ta £40 miition, wizh a total
value of £1ZGmillion;
@ 125 major projects for refurbished or exten-
ded water and wastewaler treatment works
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were completed at a cost of £155 million;

© 492 kilornetres of water aqueducts and mains
were laid, renewed or refurbished at a cost of
£92 million; 46,200 communication nipes,
mainly lead, were replaced; and we cured low
water pressure problems at a further 14,584
propertias;

© 97 kilomawes of sewers were laid, renewed or
refurbished at a cost of £125 million; and 418
of the 1,874 properties identified as being at
undue risk from flooding from <ewers were
relieved from the risk of such flooding;

© 84 unsati-".:tery combined storm waste-
water overflows were closed or substantially
impraved, with consequent henefits to river
water quality.

Eleven new water treatment works are
currently under canstruction, with five due for
completion ths year together with work on 60
wastewater treatment warks.
We are continuously seeking innovative
solutions and technologies to apply to water
and wastewater problems. We are currenily
investigating, for example, the latest technology
for “small footprint p-oresses which are much
easiei to enclose and vequire loss land. These
processes have envionmental Banefit La ulim-
inating the nuisance of odour and neise,
Consistent with the Group's commit-
ment to quality in alt aspects of its business, we
have implemented Quality Systems for the
planning and appraisal of the investment
programme and ‘the design and construc-
tion of investmen! projects. Their common
purpose is to provide a framework for ensuring
that the right thing is done by the right
person, in the right way and at the right time,
every time,
The quality of cur engineering was recog-
nised during the year with:
©Q a commendation in the Civic Trust Awards for
Buckion Castle water treatment works;

© a highly commended award in the British
Construction Industry Awards for the civil
engineering category and a spedal com-
mendation for environmental excellence for
the Liverpool wastewater treatment works at
Sandon Dock, opened by The Princess Royal
in October 1991,

As part of the major drive to improve
safety in what is currently European Safety Year,
we have taken an initiative with the Federation
of Civil Engineering Contractors to focus atten-
tion on improved safety standards,
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PROCESS ENGINEERING

With total salesin theyear of £154.1 milkon, the
process engineenng dwision has contributed
£3.7 million to Group profit befare tax and
made a promising contribution to earnings par
share Reflecting our position as a truly inter-
national business, 75 per cent of sales were
made outside the United Kingdom.

Puring the year we enhanced and exten-
ded the division by our acquisitions of Wallace &
Tiernan and Edwards & Jones.

We have reviewed camprehensively the
challenges for process engineering, getting
back to the basic requirements of water and
wastewater treatment and focusing on the
technologies that can deal with these require-
ments faster and more economically and effec-
tively. In concentrating on these technologies
and planning and developing a comprehensive
and complementary process, products and
services portfolio, we will be building on the
strengths and capabilities of the companies in
the division:

@ water procoesses General Filter

© wastewater processes Envirex

© chemical feed and Wallace & Tiernan
disinfection

@ solids handling Edwards & Jones

Asdor

Water Engineering

Jones Environmental

Our stralegic review has also identified
further opportunities for the “cross fertilisa-
tion™ of skills and technologies and for econo-
mies of scale. Organisationally, we have
coordinated all activities in the important North
American market to achieve a more competitive
position,

Increzsingly the division is contributing its
technologies, skills and products to the invest-
ment programme in the North West of England,
improving water and wastewater services, A
new wastewater works ~ Greater Manchester,

& process contracting

for example, under construction for Horth West

Water Limited, 15 1o be the first in the United

Kingdom to use aninnovative and more efficient

and cost effective treatment system designad by

Envirex. The system will be installed by another

member of the process engineering dwision,

Water Engineering.

Among the other achievements in the
year were:

© £0.8 millkon desalination pre-ireatment pro-
ject for City of Santa Barbara, Calfornia, the
largest ever for General Filter;

© £1.9 million contract for wastewater treat-
ment process equipment for Boston, Massa-
chusetts, for Envirex as part of a significant
increase In business arising from new US
environmental protection regulations;

@ increasing market penatration by Wallace &
Tiernan's innovative new products for disin-
fection processes (the DEOX/2000R analyser)
and metering {the ACCU-MAG |l insertion
magmeter);

& Wallace & Tiernan de Mexico’s key role in
assisting Mexico's recovery from the 1991
cholera epidemic;

© £4.8 million contract for Edwards & Jones
filter presses, secured by Asdor, as part of a
joint venture project serving 3 million people
in Montreal, Canada;

© £5.2 million contract for Water Engineering
for water treatment at Sheung Shui in Hong
Kong;

@ the completion of twa major municipal
schemes for wastewater and water treatment
in Ireland by Jones Environmental, both of
which won first prizes for overali excellence
from the Association of 'rish Consulting
Engineers.
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OPERATIONS

We are corimitted 1o outstanding performance
by North ‘West Water Limited, our mzjor operat-
g subzchary providing water and wastewater
semices in the North West of England. In
everything we do we are aming to set new
standards, find innovative and more efficient
ways of doing things and achigve high quality
and value for money.

We achieved further improvements in
drinking water guality with the commissicning
of i new water treatment works and upgrad-
ing the operational performance of other plants.
The instailation of some 120 new secondary
disinfection plants within the distilbution sys-
tem, mainly at service reservoirs, is well under-
way leading to improved bacieriological
camphance.

As well as achieving improved quality of
drinking water supplies, our sustained Invest-
ment in the region's infrastructure enswed
security of supplies 1o our customers during a
third successive dry summer and we again

m..
=
dosd

Lo

Ariar. Alexander, Managing Direclor of Narth West
Water Limited Formerly planning and engineering direc-
tor, North West Water Authority,

expect lo maintain supplies to customers
through this summear without restrictions.
Fluoridation remains a controversial issue.

Some 21 district health authonties n the Nonth
West of England have acked for fluondauon of
water supplies atd we have indicated to them
our view that there should be no additonal

Derek Green, Managing Director (designate), North West
Water Limited. Formerly Aggregates Group ¢hief exedu-
tove, BTR. Previously with AMEC and Fairclough Building,

fluoridation unfess and uniil we have 4 sub-
stantial mandate from our customers.

By upgrading the operation of ourwaste-
water treatment works and by investing in new
and refurbished plant we have ensured that we
both meet compliance targets and continue to
improve the environment, Our programme for
improving bathing waters is running to plan.

Development of our strategy for waste-
water sludge disposal wilt be complated during
1992, In tha meantime we are endeavouring to
reinforce and extend as far as practicable the use
of sludpe on agricultural land,

We restructured our operstions and
service functions during the year and increased
the contracting out of support actwities, such as
building maintenance, improving our efficienty
in delivering sesvices to cur customers,

We have continued to pursue & vigarous
policy of energy conservation and efficiency to
yield rost benefits and in addition won six
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CPERATIONS

contracts to supply energy, generated by com-
bined heat and power umits at wastewater
treatment works, to the National Grid under the
Non Fossii Fuel Obligation

North West Water 1s committed to high
standards of service for s customers and
improving the quality of the environment for its
community. We make a major contnbution to
the econcmic life of the North West through our
investment programme and the employment
that brings for others, We support the essential
work that is done for the economic develop-
mant of the region by Inward, by the North West
Business Leadership Team and by the pringipal
Chambers of Commerce.

We took & big step forward in improving
our performance and service overall when
towards the end of the year, as part of aur
Quality and Efficiency Strategy, work bagan on

}
j

new faclities nedr the curtent headnuarters site
at Wainngton Congistent vath our focus on
customer service, on quality and high standards
andon employee traming and developmient, the
first buitdings to be completed, in 1893, will be:
© a regional customer seivice centre: a “one-
stop shop” for all custumer contacts on any
aspact of our services;
O a regional laboratory; concentrating and

enhancing efficiency and consistency in the
monitoring and controt of drinxing water and
wastewater quality;
® a training and conference centre; a major
commitment to employee training and devel-
opment and a significant factor in creating a
high performance culture and achieving skill
leadesship.
We will be making full use of the most
modern technology in all these new facilities.
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Left to nght

Frank Sanderson CEng, FIMechE, FIWEM, Chairman of the Remuneration Committee, Chairman of
Acumen Technologies and of *Alyatt Bros; and a director of British Water and Wastewater. Formerly,
dasional managing director iwater engineering division) of Babcock International.

Dr Rodney Leach PhD, Ctng, FRINA, FIlR, FCIM, formerly a partner in McKinsey & Company; an
exedutive director of P&O; and chief executive and managing dirertor of VSEL.

Alan Pendleton MS¢ Tech, CChem, FRSC, FRSA, non-gxecutive director of Chieftain Group and of
Nord Angha Education Formarly, managing director of West's Group Internavonal; and a director of
Titoury Group.

Archibald Ramsay CA, FCIMA, JDIpMA, AT!, Group Financial Director until 30 November 1991,
Farmerly group financial controller, Courtaulds; group hinance diector, International Paint; and group
finance director, Pilgrim House Group.

H Sir Desmond Pitcher CEng, FIEE, FBCS, Deputy Chairman. Group chief executive, The Litilewoods
Organisation, chairman, Merseyside Development Corporation and the Mersey Barrage Company.
Formerly managing cirector, Plessey Telecommunications and Offica Systems and of British Leyland
{truck and bus dwision).

Front

Clare Bolton BA, FCA, ATIl, MBI, Chairman of the Audit Commuttea. A tax paiiner n Coopers &
Lykrrand
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DIRECTORS” REPORT

PRINCIPAL ACTIVITIES

North West Water Group 15 engaged in the
planning, design, engineering, manufactunng,
coastruction and operation of water and waste-
watersystems inthe United Kingdom and overseas.

Its main operating subsidiary, North West
Water Limnited, holds Appaintments as water
and sewerage undertakers under the Water Act
1989 10 provide water supply and sewerage
services in the North West of England. It is this
part f the Group’s business which Is regulated
by the Secretary of State for the Environment,
the Director General of Water Services and the
National Rivers Authority.

The Group has process engineeting sub-
sidiary undertakings based in the United States
of America, the United Kingdom and Ireland
and with facilities in Australia, Brazil, Canada,
Germany, Hong Kong and Mexico.

The Chief Execuitive's Review and the
reviews of activities to be read in conjunction
with this Report, appear on pages 4 to 20.

PROFIT AND DIVIDEND

The results for the year set out in the con-
solidated profit and loss account on page 26
show a profit on ordinary activities before tax of
£230.1 million (1991 - £214.5 million), after
making a restructuring charge of £30.2 million
(1991 - £32.0 million).

The profit for the year attributable to
ordinary shareholders was £206.1 milion and
the retained profit of £136.1 milllon was trans-
ferred to reserves,

The directors recommend a final dividend
on the ordinary shares of 13.13p per share for
the year to 31 March 1992 for payment on
1 October 1992 to shareholders on the regis-
ter at the close of business on 11 June 1992,
This dividend together with the interim dividend
of 6.54p per share paid on 17 February 1992
makes a total dividend for the year of 19.67p

per share, an increase of 83 per cent over the
dividerid per ordinary share for 1991. Subject to
shareholders' approval at the Annual General
Meeting to be held on 22 July 1992, the
directcrs are proposing to intreduce a Share
Dividend Plan (see below)

FIXED ASSETS
Changes in tangible fixed assets during the year
are shown in note 11 to the Accounts.

SHARE CAPITAL

Detalls of the Company’s share capital are set
outin note 22 to the Accounts. Since 31 March
1992, 40,717 shares have been allotted on the
exercise of options and the Company's issued
share capital, credited as fully paid, is
£355,9/7,144 divided into 355,977,143 ordi-
nary shares and the special share.

The directors have a general authority to
allot shares given by special resolution passed on
20 November 1989 and valid until 19 Novernber
1994, The number of shares authorised to be
allotted which remain unissued is 118,460,857,

A special resolution (resolution 7) will be
proposed at the Annual General Meeting to
renew far a period of 15 months or, if earlier,
until the conclusion of the Annual General
Meeting in 1993, the Company's general
powers to disapply statutory pre-emption rights
under section 95 of the Companies Act 1985 to
allow shares to h- issued for cash other than pro
rata, If par.sed at the meeting, the resolution will
give 1o the directors the power o issue sharesin
connection with a rights issue and shares for
cash up to an aggregate nominal value of
£17,798,000 helng 5 per cent of the issued
ordinary share capital. The directors believe it is
in the Interests of the shareholders that they
should be given this limited authority, providing
them with a prudent measure of flexibility to act
in the Company's interests,



2T

DIRECTORS® REPORY

At 9 June 1992 the Campany had been
notified of the following holdings of 3 per cent
or more of the nominal value of the issued
ordinary share capital of the Cumpany:

Norwich Uniun Life

Insurance Society - 14,849,586
Provident Mutual - 8,108,595
Friends Pravitlent Group -12,753,175

The Company is not a dose company
within the meaning of the Income and Corpora-
tion Taxes Act 1988,

SHARE DIVIDEND PLAN
It is proposed to introduce a Sharse Dividend Plan
enabling shareholders to choose whether to
take dividends in the form of new shares in the
Company instead of cash (as described in the
Circular to shareholders dated 26 June 1992).
Article 135 of the Company's Articles of
Association permits the directors, if authorised
by an ordinary resolution, to offer such an
alternative, The Share Dividend Plan proposed
by the directors has a number of features which
require amendments 1o the existing Articles and
a special resolution (resolution 8) will be pro-
posed at the Annual General Meeting to ap-
prove the necessary amendimertis to the Articles.
The principal alterations being proposed are:

{i removal of the provision requiring the offer
of new shares instead of cash dividends lo be
approved at each Annuat General Meeting;

(i) the inclusion of provisions enabling capital-
isation of any part of the reserves or profits of
the Company in paying up new shares
without the need for a resolution of share-
holders in general meeting; and

{iii) inclusion of provisions to aliow for continu-
ing elections for future dividends declared by
the Company.

An ordinary resolution {resolution 9)
will be proposed to authorise the direclors to
operale the Share Dividend Plan in respect of

the recommended 1992 final dmdend and
also i respect of future dividends (intenm
and final) dedared in the pernod ending im-
mediz ely before the Annual General Meeting
in 1997. By voting ir favour of 1his resclution
or the specal resolution proposing amend-
ments to the Articles, sharehalders will not be
committing themselves to a personal decision
on whether to take shares or cash in respect of
the 1992 final dividend or in respect of future
dividends.

ACQUISITIONS
During the year, the Group acquired the whole
of the share capital of Wallace & Tiernan Group
Inc, based in the USA, and the whole of the
share capital of Edwards & Jones {Holdings)
Limited based in the UK.

Details of the fair value of the net assets
acquired and the consideration are set out in
note 13 to the Accounts,

CONSERVATION, ACCESS AND

RECREATION

The Group's active commitment to and invest-

ment in conservation, access and recreation on

North West Water's substaniial operational

landholdings in the North West of England bring

particular benefits for the community and the
quality of lifz for those living and working in or
visiting the regicn. Developments during the
year, part of North West Water's direct
expenditure of more than £1 millien on con-
servalion, access and recreation and with the
continued positive advice and assistance of

North West Water's independent Conservation,

Access and Recreation Advisory Commitiee,

have Included.

@ reclamation of a former railway in the Peak
District National Park to create a footpath and
bridleway as a key part of the Hull-Liverpool
Trans-Pennine initiative;
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DIRECTORS® REPORY

© conversion of & reservoir keeper’s house at
Cowm reservoir to provide a club house and
related facilities for the Bntish Disabled Water
Sk Federation,

O Increased access and facilines for the dis-
abled, for example, a trail for the blind at
Worthington Lakes;

© launch of the **Getuing Greener* campaign
focusing on conservation awareness among
employees, tenants, agents and contractors

RESEARCH AND DEVELOPMENT

The Group's commitment to innovative tech-
nology solutions for providing higher water and
wastewater treatment quality standards has
been strengthened by the appointment of Dr
Roger Ford as Managing Director, research and
development, and the Integration of R & D
activities across the Group, This will ensure that
maximum advantage can be taken and max-
imum benefit achieved from the wide ranging
skills, expertise and expenence of employees
throughout the Group.

Within the Group thereis the knowledge,
the ability and the facilities to plan, develop,
engineer, implement and operate new processes
and products and provide integrated solutions
to water and wastewater problems, This will
benefit both customers of the regulated busi-
ness in the North West of &ngland and also
the wider development of the Group’s business
in water and wastewater throughout the
waorld.

DIRECTORS
The present directors are listed on page 2.

Mrs i1 C Bolton, the director to retire by
rotation, will offer herself for re-election.

Mr 5 F McAdam, who has been appoin-
ted to the Board since the last Annual General
Meeting, will also seek re-electron. Mr McAdam
was appointed Group Financial Director on the

retrrement of Mr A M Ramsay, who continues 1
serve as a non-executive diector of the
Company

It will be proposed at the Annual General
Meeting that Mr D Green be elected adirector of
the Company Mr Green will be appointed
Managing Duactor of Morth West Water Limited
to surceed Mr B Alexander, who 15 retnng and s
not seeking re-election.

Mr McAdarn and Mr Green have service
costracts with the Company terminable by the
Company on two years' notie. As a non-
executive director, Mrs Bolton does not have a
serne contract.

Full details of directors’ interests in ordi-
nary shares are set outin note 5 to the Accounts
From the end of the financial year until 12 June
1992 no change took place in these interests.

At no time in the year did any director
have a material interest in any contract or
arrangement which was significant in relation to
the Group's business,

During the year, a directors’ and officers’
liability insurance policy was in force,

EMPLOYEES

The Group is ~ammitted Lo investing in employ-
ees at all levels to create the highly skilled and
molivated workforce required by a world class
company to achieve our business objectives. A
major training and development programme is
underway and performance appraisal is being
extended to support and reinforce the Group's
corporate culture and essential shared values
of quality, efficiency, innovation, technology,
communication, environmental awareness,
performance culture, people orentation and
professionalism. Together with the Group's
graduate recruitment  and  development
arrangements and the management career
planning and succession exercise, this means
that the Group is now well placed to ensure the
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development of the high calibre managers
needed for the demanding role; required for the
future

The Group has a wide range of com-
murscation and consultative  arrangements
designed to ensure the parhapation and
nvolvement of all employees in the develop-
ment of the business, including its financial
performance.

Safety 1s a high priority with an on-going
emphasis on improving safety performance.

The Group has policies and practices to
ensure that, as far as possible, no joh applicant
or employee receives less favourable treatrment
on either racial grounds or on grounds of sex or
mantal status, or is disadvantaged by unjustifi-
able conditions or requiremnents.

In considering applications for employ-
ment from disabled people, the Group seeks to
ensure that full apd fair consideration is given to
the abilities and aptitudes of the appficant in
relation to the requirements of the job applied
for. Employees who become unable to carry out
the job for which they were employed are
counselled to determine their suitability for
alternative work, for which re-training is affor-
ded if appropnate,

Dunng the year, following the increase
from £150 10 £250 in the permitted maxinyin
amount a participant may save each month,
many employees took the opportunity of
increasing their share options wunder the
Employee Sharesave Scheme and there was a
good respense from eligible employees applying
te join the Schame for the first time. Details are
given in nate 22 to the Accounts,

As authotised at the Annual General
Meeting in 193], the rules of the Executive
Share Option Scheme were amended to permit
mmiptementation of the revised Inland Revenue
arrangements allowing the price of oplions
granted to be fixed at & discount of up to

15 per cent of the market value of the under-
Ipng shares at the tirme of grant Dunng 1he year,
further options vwere granted 1o exrcutive direc-
tors and certain semior managers under ti»
Executive Scheme, Detals are set outin note 22
to the Accounts.

CHARITABLE DONATIONS

Donations during the year for charitable pur-
poses, as defined by the Companies Act 1985,
amounted to £47,000 (1991 - ).

AUDITORS

A resolution to re-appoint the auditors, Price
Waterhouse, will be proposed at the Annual
General Meeting.

By order of the Board / N
IR Tetlow /b /)?Ié/
Secretary \/ ; M
19June 1992 '
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COMNSOLIDATED PROFIT AND LOSS ACCOUNT

Turnover

Qperating costs
Gther ingoms

Operating profit
Net nterest (payable)receivable

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for finangal year
Dividends

Transfer to reserves

Earnings per share ~ net basis
—nil basis

For the year endad 31 March 1992

Hote

23

10
10

The notes un pages 30 to 43 form part of these accounts.

1992 1991
£m £m
7891 5085
{542.1) {418 5)
a7 66
245.7 186.6
(15.63 279
230.% 214.5
{24.0) (21.4)
206.1 193.1
{70,0) {E4.1)
136.1 129.0
57.9p 54.3p
64.5p 60.3p




BALANCE SHEETS

at 31 March 1932

Hate
FIXED ASSETS
Tangible assets 11
Investments 1z
CURRENT ASSETS
Stacks 14
Debtors 15
Investments 16
Cash at bank and in hand
CREDITORS: Amnunits falling due within one year 17
MET CURRENT ASSETS/(LIABILITIES)
TQTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: Amounts falling due after more than one year 18
PRGVISIONS FOR LIABILITIES AND CHARGES 19
ACCRUALS AND DEFERRED INCOME 20
CAPITAL AND RESERVES
Called up share capital 22
Share premium account 22
Profit and loss account 23

Groug Company

1992 1991 1992 1991
fm fm fm im
2,219.8 1,8330 2.7 06
13 09 1,149.6 1,103 7
22214 18339 1,152.2 1,1043
33.3 15.8 - -
183.9 130.4 90.4 68 1
218.6 298.0 - -
21.8 293 14.9 -
462.6 473.5 105.3 68.1
(424.1} (349.8) {128.5) (97.2)
38.5 123.7 (23.2) (29.1;
2,259.6 1,957.6 1,129.1 1,075.2
(494.9) (261.3) (62.6) -
{63.1) {46.6) (4.0} (1.9)
(4.0 (1.5) - -
1,697.6 1,648.2 1,062.5 1,073.3
355.9 355.8 3559 355.8
0.1 - 0.1 -
1,341.6 1,792.4 706.5 7175
1,697.6 1,648.2 1,062.5 1,073.3

Approved by the Board of directors on 19 June 1992 and signed on its behalf by

W D Grove W

Chairtman

e N —.
5 F McAdam . /__( M(b%&/
Group Financial Director - -

+he notes on pages 30 to 43 form part of these accounts.
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CONSQLIDATED CASH FLOY STATEMENT

Forthe year endid 31 March 1992

NET CASH INFLOW FROM OPERATING ACTIVITIES

RETURN ON INVESTMENTS AND SERVICING OF FINANCE

interest recaved

Interest paid

Interest paid on finance leases
Dividends paid

Net cash outflow from returns on investments and
servicing of finance

TAXATION
Advance corporation tax paid
Overseas tax uaid

Taxation paid

INVESTING ACTIVITIES

Purchase of fixed asset investments
Purchase of tangible fixed assets
Grants and contributions received
Sale of tangible fixed assets
Purchase of subsidiary undertakings

Net cash outflow from investing activities
Currency adjustments

Net cash outflow befere financing

FINANCING

Issue of ordinary share capital

MNew loans

New finance leases

Repayment of loans

Capital element of finance leases repaid

Net cash inflow from financing

{DecreaseMncrease in cash and cash equivalents

1992

Nota £

288
{38 4)

(@.1)
(66.0)

(21.3)
{0.7)

(0.1}

{437.8)

21.2

2.5

13 {93.4)

0,2

212.8
52,0

{25.8)
(7.2)

1992
Ly

3017

(79.7)

{21.4)

(507.6)
54

(301.6)

232.0

{69.6)

1991 199}
Lim fm
2747
46.3
{ta.7)
(4.6
{58.7)
(31.7
(12.4)
{12.4)
(319.5)
16.0
2.5
(56.0)
(357.0)
(3.7)
(130.1)
198.4
5.8
{o.n
{8.2)
195.3
65.2




CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 March 1992

19592 1991
£m fin
RECOMCILIATION OF QPERATING PROFIT TO NET CASH INFLOW
FROM OPERATING ACTIVITIES
Operating profit 2457 186 6
Depreciation 41.6 352
Profit on sale ot tangible fixed assets (1.7 (1.1}
Moverent in stocks (2.6) {08}
debtors (22.8} {27)
creditors 4.5 575
Net cash inflow from operating activities 301.7 2747
1992 1991
fm Em
ANALYSIS OF CHANGES IN CASH AND CASH EQUIVALENTS
At 1 Aprit 297.3 2321
Transfer 0.6 -
Net cash {outflow)inflow for the year {69.8) 65.2
At 31 March 228.3 2973
1992 1991
£m fm
: ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS
: Cash at bank and in hand 21.8 293
Bank overdrafts (12.1) {30.0)
Current asset investments 218.6 298.0

228.3 297.3

i ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR Share Loans
capial and

{including finance

share lease

premium)  obligations

£m £

: At 1 April 1991 355.8 292.5
' Finance lease obligations acquired on purchase of subsidiary undertakings - 0.4
Cash mflow from financong 0.2 231.8

At 31 March 1992 356.0 524,7
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NOTES TO THE ACCOUNTS

Accounting policies

Baslis of preparation of accounts

The consolidated accounts set out on pages 26 to 29 ncorperate the accounts of Norh West Water Group PLC and
Its subsicdiary undertakings. The results of businesses acquied dur:ng the year are included from the date of acquisiuon
The accounts have been prepared under the historical cost convention and in accordance with applicable acjounung
standards.

Turnover

Turnover represents the income receivable in the ordinary course of business for goods or services provided and
excludes VAT and foreign sales tax.

Research and development
Expenditure on research and development is written off against profits in the year in which it isincurred.

Goodwill
Goodwill arising on acquisitions is written off against Group reserves on consolidation,

The net assets of companies acquired are incorporated into the consolidated accounts at their fair value to the Group
and after adjustments to bring the accounting policles of the companies acquired into alignment with those of the
Group. Fair value adjustments include provisions for reorganisation and restructuring costs, If the estimates on which
these provisions are based prove to be in excess of actual expenditure, the unutilised surplus provisions will not be taken
to profit and loss, but will be credited to reserves as a recalculation of goodwill,

Tangible fixed assets

Tangible fixed assets comprise infrastructure assets (mains, sewers, impounding and pumped raw water storage
reservoirs, dams, sludge pipelines and sea outfalls) and other assets {including properties, overground plant and
equipment).

{i) Infrastructure assets

Infrastructure assets comprise a network of systems. Expenditure on infrastructure assets relating to increases in
capacity or enhancements of the network is treated as additions, which are included at cost after deducting related
grants and contributions,

Expenditure on maintaining the operating capability of the network in accordance with defined standards of service is
charged as an operating cost, No depreciation is charged on infrastructura assets because the network of systems is
required to be maintained in perpetuity and therefore has no finite economic life,

Charges far Infrastructure renewals expenditure take account of planned expenditure on maintaining the operating
capabifity of infrastructure assets In accordance with the operational policles and standards underlying the Group's
investment prograrnme. The timing of the investmen: programme and other operational considerations may result in
uneven patterns of infrastructure renewals expenditure. Charges to the profit and loss account are adjusted by way of
accruals or deferrals, as appropriate, to take account of any significant fluctuations between actus] and planned
expenditure,

{in Other assets

Additions are included at cost,

Freehold Jand is not depreciated. Other assels are depreciated evenly over thelr estimated economic lives which are
principally as follcvs:

Buildings 30-60years
Operational structures 40~80 years
Fixtures, fittings, tools and equipment 340 years
Pre-1974 assets 22-27 years

Capitalised computer software costs are depreciated over 4~7 years,

Assets in the ¢ourse of construction are not depreciated v.til the year following commissioning.



@

0

{g)

th)

]

G

)

0

{m

(n

=

MOTES TO THE ACCOUNTS

Grants and contributions
Contributions recervable n respect of Infrastructure assets are deducted from the cost of the assets

Grants receivable in respect of other tangible fixed assets are treated as deferred income, which 15 credited (o tive profit
and loss account over the estmated economic ves of the refated assets.

Leased assets

Assets financed by leasing arrangements which transfer substanteally all the nsks and rewards of ownership to the
lessee {finance leases) are capitalised in the balance sheet and the corresponding capital cost 1s shown as an obligation
to the fessor. Leasing repayments comprise both a capital and a finance efement. The finance element 15 written off to
the profit and loss account so as to produce an approximately constant peniodic rate of charge on the outstanding
obligation. Such assets are depreciated over the shorter of their estimated useful hves and the periad of the lease,

Operating lease rentals are charged 1o the profit and loss account as incurred.

Fixed asset investments
Investments held as fixed assets are stated at cost less amounts written off.

Current asset investments

Current asset investments in externally managed interest bearing funds are stated at cost, Investrent properties are
stated at their open rarket valug.

Stocks
Stoves are stated at cost less any provision necessary to recognise damage and obsolescence.

Long term contract waork in progress is stated at cost, net of amounts transferred to cost of sales, after deducting
payments received in advance and making provision for foreseeable lossas,

Finished goods and goods for resale are stated at the lower of cost and net realisable value and include -pprofiiate
production overheads.

Pensions
Most of the Group’s employees belong to pension schemes which provide for defined benefits based on final
pensionable pay. Pension costs are charged against profits over the estimated remaining service lives of amployees,

Details of perision arrangements and funding are set ottt in note 24,

Foraign cutrency

On consolidation, the balance sheets of overseas subsidiary undertakings are translated into sterling at exchange rates
applicable at the year end. The profit and loss accounts are translated into sterling using the average rate, Differences
arising from the application of the closing rate to opening net assets, together with differences between profits and
losses lranslated at average rates and at closing rates, are recorded as a movement in reserves.

Deferrad taxation
Provision is made for deferred taxation where a liability Is considered likely t arise in the foreseeable future,

Associated undertakings

The appropriate share of the results of associated undertakings are recognised in the consolidated accounts where the
directors consider that the Group is in a position to exert significant influence over the associated undertaking,
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2. Segmental Information
The drectors consider that
turnaver and operatng profit
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NOTES TO THE ACCOUNTS

Umited Kingdom
Europe

The Americas
Rest of the world

Operating costs
Staff costst
Wages and salaries
Social sequrity costs
pension contributions {note 24)

Capital schemes
Infrastructuce renewals

Depreciation:
Owned fixed assets
Fuxed assets held under finance leases

Infrastructure renewals expenditure

Other operating osis:

Enerqy, rates and other operating costs

aaw materials and consumables
Auditors’ remuneration
Research and development

Operating leases
-hire of plant and machinery

Jand and buildings
Restructuring charge

Jotal operating Costs

the Group operated in on
by ocgin and destination is:

o cass of busmess dunng the year T

Turnover
1992 199
£m fra
B74.5 580.1
16.9 1.2
95.0 17.2
2.7 -
e st
780.1 598.5
J—

. e ——

pe geographical analysts of

Cperating proft
1992 1991
fi £m
235.0 184.9
1.9 -
8.7 17
0.1 -
e e
2453 186 6
1992 19914
£m £m
141.0 100.9
10.6 8.5
120 1.3
163.6 120.7
{26.9) 215
(8.6) (7.2}
1289 52.0
368 29.3
4.8 5.9
416 35.2
72.8 79.5
164.4 137.9
9741 345
oA 0.2
5.7 3.3
3.0 25
3.0 1.4
302 320
i e
30338 2118
et e et
5477 A185
e

e
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NOTES TO THE ACCOUNTS

4. Otherincome 1932 1991
£m fm
Profit on disposal of fixed assets 1.7 1
Net rents receable 1.2 12
Gther 0.8 43
3.7 66
5, Directors 1992 1991
£m fm
Girectors’ remuneration (including penision contributions) 0.9 0.6
Remuneration (excluding pension contributions} of: £'000 £000
The Chairman (and in 19391 the highest paid director) 166 144
The highest paid director 189 144
Other directors: 1992 1991
£ Number  Number
5,001- 10,000 - 2
10,001- 15,600 3 3
15,001~ 20,000 Z 1
80,001~ 85,000 1 -
85,001~ 90,000 1 -
95,001-100,000 ~ 1
105,001-110,000 - 1
120,001-~125,000 1 -
130,001-140,000 1 -
140,001-14%,000 - 1
At 31 March, the directors and their immediate families had the following beneficial interests in the Company's
ordinary shares: 1992 1991
$hare options (ii} Share options (ii)

Ordinary Executive  Employee Ordinary Executive Employee
shares (f) Option  Sharesave shares (§) Option  Sharesave
Scheme Schemes Scheme Scheme

WD Grove 8,362 216,700 8,824 8,362 171,700 .
R P Thian 4,200 204,250 7,143 4,200 157,000 R
A M Dean i) 5,000 57,250 6,720 - - -
SFMcAdam (iv) 1,000 107,250 - - - -
B Alexander 5,295 136,000 6,936 5,295 116,000 6,136
Mrs b4 C Bolton 2 100 - ~ - - -
Dr R Leach 10,C90 - - 10,000 - -
A G Pendieton 4,000 - - 3,000 - -
Sir Desmond Pitcher 5,000 ~ - 5,000 - -
A M Ramsay {v) 6,258 105,250 - 6,258 105,250 6,136
F Sanderson 4,100 - - 4,100 - -

{1} Incommon with other eligible individual shareholders, the directors and their immediate families may be enlitled
to a share bonus from HM Government in accordance with the provisions of the Offer for Sale.

{m Non-executive directors are not eligible to be granted options te purchase fully paid ordinary shares under the
Employea Sharesave Scheme or the Executive Option Scheme described in nota 22,

{(mj  Mr A M Dean was appointed to the Board on 1 June 1991 when he had options on 57,250 shares granted under
the terms of the Executwe $hare Option Scheme,

(0) MrSFMcAdam was appoinied to the Board of. 1 Decenber 1991,

(v} MrAM Ramsay retred as Group Financ.al Direclor on 30 November 1991, As a non-executive diractor his option 1) tioran
on shares granted under the terms of the Erpio, ce Share Save Scheme lapsed, o Vit
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NOTES YO THE ACCOUNTS

Employees 1842 1981
Average number of persons employed by the Group 2,201 7,29G

The average includes 1,166 (1991 = 310} in respect of employees in the subsidiary undertakings acquired in the year.
The full year equivalent number is 1,756 (1981 ~ 920,

Net interest (payable)/receivable 1992 1991
fm fm
Interest payable;
On bank loans, overdrafts and other joans:
Repayable within 5+ » ars (8.4) {2.2)
Repayable whally or partly in more than S years (31.3) (11.1)

(39.7) (13.3)

On finance leases (6.0) {4.8)

Total interest payable {(45.7) {18.1)
Interest receivable 30.1 46.0
Net interest {payable)receivable (15.6) 279
Taxation 1992 1991
£m fm

UK Corporation tax at 33% {1991 - 34%) - -
Overseas tax 0.7 c.1
Unrelieved advance corporation tax 233 21.3
24,0 21.4

No UK tax liability or charge arises because of the tax allowances on the transfer of accumulated capital expenditure
from the predecessor Authority and on expenditure incurred subsequently,

The deferred tax asset included in debtors In the Group accounts refates to fair value adjustments in respact of
acquired overseas subsidiary undertakings {note 13);

Group

1992 1991

£m fm

Other timing differences 10.9 1.8

The full potential deferred tax liability is:

Accelerated tax allowances on buildings, plant and equipment 2435 150.9
Losses and other timing differences (105.8) {73.5}
143.8 77.4
Advance corporation {ax recoverable (57.3) (34.0)
86,5 434

st m——

No deferred tax asset or liability ansesin the Company's accounts.
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NOTES TO THE ACCOUNTS

Dividends

Interim dividend of 6.54 pence (1991 ~ 6,0 pence)
Final dividend of 13.33 pence recommended {1951 = 12.0 perie}

Earnings per share
Net basts;
Profit for financial year attributable to ordinary sharehaldars

Earnings per ordinary share
Nil basis;
Profit on ordinary activities after the elimination of the ¢harge for unrelieved advance

corporation tax

Earnings per ordinary share

1992 1991

£m £m

233 214
46,7 427
70.0 64.1
1992 1991
£206.1m £193 im
57.9p 54.3p
£229.4m £214.4m
8a.5p 60.3p

Earnings per ordinary share on the net basis has been calculated by dividing profit for the financial year attributable
to ordinary shareholders by 355.9 millian, being the weighted average number of shares in issue during the year

(1991 - 355.8 million).

Earnings per ordinary share on the nil basis is calculated by eliminating the taxation charge of £23.3 million

(1991 ~ £21.3 million) in respect of unrelieved advance corporation tax.

There would be no stgnificant dilution of earnings per ardinary share if the outstanding share options were exercised.
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NOTES TO THE ACCOUNTS

11 Tangible fixed assets Fixtures, Astetsn
GROWP Land infra-  Qpera-  httings, course of
and  structyre tonal toolsand  Pre-1974 con-
buildings assets structures equipment assets  struchion Total
£m im £m £m £m £m fm
Cost’
At 1 Apri} 1991 54 4 913.0 3345 2555 1774 3039 2,087
Additrons 25 129.7 289 1084 —- 168 3 437 8
Anising from acquisitions 89 - - 42 - - 13.1
Exchange adjustment - - - 0.1 - - 0.1
Grants and contnbutions - {14.7) - - - {65) 21 2)
Transfers 5.8 236 89.0 74.3 - {193.3) 0.6
Disposals (0.2} - - {4.3) - - {4.5)
At 31 March 1992 .4 1,951.6 452.4 468.2 1772.4 2724 2,493.4
Depreciation;
At 1 April 1991 9.8 - 39.6 920 943 - 235.7
Charge for the year 1.7 - 6.3 27.9 5.7 - 41.6
Disposals (0.1) - - (3.6) - - 3.7
At 31 March 1992 114 - 45.9 116.3 100.0 - 2736
Net book value:
At 31 March 1992 60.0 1,051.6 406.5 351.9 774 2724 2,218.8
At 31 March 1991 44,6 813.0 294.9 193.5 83.1 3039 1,833.0

Grants and contributions received relating to infrastructure assets have been deducted from the cost of fixed assets
in ordx te show a true and fair view. As a consequence, the net book value of fixed assets is £38.0 million
{1991 - £16.3 million} lower than it would have been had this treatment not been adopted.

within tangible fixed assets are assets held under finance leases at the following amounts:

1992 1991

£m £m

Cost 126.0 77.3
Accumulated depreciation (41.4) {39.8)
Net book value 84.6 37.5

An analysis of land and buildings between freehold and long and short Jeasehold is not readily available at 31 March
1992. Pre-1974 assets comprise a pool of assets which was transferred to the Group fram North West Water Authornty,
which it acquired in 1974 from its predecessors, No analysis by asset category Is available. The directors consider that
the provision of the above information would incur expense and delay out of proportion to the benefit it would provide

to shareholders.
1992 1991
£in fm
Capital commitments:
Contracted but not provided for 283.5 433 2
Authonsad but not yet contracted for 110.6 35.4
— in addition to these commitments, the Group has longer term investment expenditure plans which include

= Ve expenditure to improve asset performance and condition and to provide for new demand and growth.




NOTES TO THE ACCQUNTS

11 Tangible tixed assets (continued) Fixtures,
fittings,

COMPANY 1o0ls and
aquipment

fm

Cost:
At April 1991 0.7
Additions 2.3

At 31 March 1992 3.0

Depreciation:
At 1 Aprii 1991 01
Charge for the year 0.2 )

T

At 31 March 1992 0.3

Net book value;
At 31 March 1992 2.7

At 31 March 1991 0.6

12. Fixed assetinvestments Other

investments

GROUP fm
Cost:

AL 1 April 1991 0.9

Additions 0.1

0.3

Arising from acquisitions

At 31 March 1992 1.3

Shares in Other
subsidiary undertakings investments Total
COMPANY fm fm £m
Cost:
At 1 April 1991 1,103.5 0.2 1,103.7
Additions 45.8 0.1 45.9

At 31 March 1992 1,149.3 0.3 1,149.6




NOTES TO THE ACCOUNTS

12 Fixed asset investments (continued)

Details of principal subsidiary and assocated undertakings, all of which are urlisted, are as follows All of the
Company's principal subsidiary undertakings are included in the consolidation,

Classof Preportion of
sharecapital  share capital  Nature of
heid owned business
Subsidiary undertakings:
Great Britain:
North West Water Limited Ordinary 100% Water supply and sewerage
services
NWW Properties Limited Crdinary 100% Property management
North Wast Water International Limited Orawary 100% Consulting services and project
management
Water Engineering Limited Ordinary 100%* Design and installation of water
and wastewater yeatment plants
Wallace & Tiernan Limited Ordinary 100%* Manufaciure of equipment for
water and wastewater treatment
Edwards and Jones Limited Ordinary 100%* processas
North West Water (Qverseas Ocdinary 100% Intermediate holding company
Haldings) Limited
Republic of Ireland:
Jories Environmental {[reland) Limited Ordinary 100%* Design and installation of water
and wastewater treatment plants
UsA;
Narth West Waterinc Crdinary 100%* Intermediate holding company
North West Water Process Inc Ordinary 100%* Intermediate holding company
Envirex Inc Qrdinary 100%* Manufacture of equipment for
General Filter Company In: Qrdinary 100%* water and wastewater treatment
Wallace & Tiernan Inc Ordinary 100%* processes
Canada:
Asdor Limited Ordinary 100%* Manufacture of equipment for
Germany: water and wastewater treatment
Wallace & Tieman GrbH Ordinary 100%* processes.
Malaysia:
Morth West Water {(Malaysia) SDN 8HD Ordinary 100% Technical and management
services
Netherlands:
North West Water BV Ordinary 100% . . "
North West Water Finanice BV Ordlinary i00% Intermediate holding companies
Assaciated undertakings:
Great Britain:
Lakeland Smolt Limited Ordinary 49% Fish farming
WRe (Process Engineering) Limited Ordinary 50%* Design and construction of equip-
ment for water and wastewater
treatment processes
Spain;
CIDA Hydroguimica SA Oidinary 39.7%* Design and installation of equip-

ment and systermns for water and
wastewater treatment

The country under which each undertaking appears 15 both the country of its incorporation and of its principal
Horth uperations, All of the Great Britain undertakings are registered in England and ‘Wales, Shares are held directly by North
= Viater West Water Group PLC except where marked with an asterisk where they are held by subsidiary underiakings.
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NOTES TO THE ACCOUNTS

13 Aequisitions

T Fompany acquired Wallace & Tiernan Group Inc and 1ts subsidiary undertakings on 16 July 1991 and tdvards &
Jones (Holdings) Ltd and its subsidiary undertakings on 31 July 1991 The analysis of net assets acquired and the fair
vafue to the Group is as follows:

Accounting Far

Book policy Other value to

velue  alignment adjustments Group

tm. im £m £m

Fixed assets 15.3 (2.0} (0.2} 134
Fixed asset investments n3 - - 03
Stocka 20.7 (0.2) 10.6) i99
Debtors 237 {0.4) 74 30.7
Tatal assets 60.0 (2.6} 6.6 640

Creditors (249 4 02) - {25.4)

Prowisions - 0.2) (32.5) {32.7)

Total habilities {25.2) {0.4) {32.5} (58.1)
Net assets 34.8 (3.0} (25.9) 59
Less: consideration 95.0
Goodwill arising on cuirent yedr acquisitions 89.1

1990/91 acquisitions:

Reduced consideration (1.6}
Adjustment to fair value provisions 4.9
Totat goodwill 92.4

The goodwill of £92.4 million has been set off against Group reserves,

The businesses acawred during the year contributed £1.2 million to profit before tax afier attributable interest charges
of £6.3 mikcn.

The results of the businesses in the periods prior to acquilsition are not presented as the directors are of the opinion that
the ratinna'isation underway and the effects of the change of ownership render such information incomparable,

14. Stocks Group
1992 1891
tm fm
Stores 9.8 1.7
Work in progress 1.7 26
Finished goods and goods for resale 20.8 55
38.3 15.8

e ——————
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NOTES TO THE ACCOUNTS

15. Debtors Groyp Company
1592 199 1932 199
Amaunts falling due within one year im £m £m fm
Trade debtors 103.7 680 - -
Amounts owed by Group undertakings - - 20.3 679
Other debtars 17.9 147 - -
Prepayments and accrued Income 40,5 385 0.1 02
Amounts recoverable under contracts 558 4 ~- -
Deferred tax {note 8) 4.6 1.8 - ~
172.5 1271 a0.4 68.1
Amountsfalling due after more than one year;
Amounts owed by associated undertaking 0.3 03 - -
Other debtors 4.8 30 - -
Deferred tax (note 8} 6.3 - - -
1.4 3.3 - -
Total debtors 183.% 1304 204 68.1
16. Current asset investments Group Company
1992 1991 1992 1991
£m £m £m £m
Managed funds and short term deposits 218.6 298.0 - -
Included in current investments is £4.8 million of investment properties (1991 — £7.4 million}. There was no interest
capitalised in the year (1991 - £0.7 million),
17. Creditors: amounts ¥alling due within one year Group Company
19492 1991 1952 1991
fm fm £m £m
Leans 1.8 0.8 - -
Bank overdrafts and temporary borrowings 36.1 55.0 - 27.5
Trade creditors 41,9 382 - -
Amounts owed to Group undertakings - - 44.1 0.1
Obligations under finance leases 7.8 7.6 - -
Proposed dividend 46.7 42,7 a6.7 42.7
Other creditors 3.7 5.2 07 1.0
Taxation and social security 7.2 1.} - -
Accruals and deferred income 255.6 1773 13.7 4.6
Advance corporation tax payable 23.3 21.3 233 213
424.1 349.8 128.5 97.2
Loy g
i U g
a0




NOTES TO THE ACCOUNTS

Creditors: i @
reditors; amiounts fallina due after more than one year Group Company

1892 1991 1992 1991
fm £m £m
Loans 403,2 2162 62.6
Obligations under finance leases 872.9 429 o
Other creditors 3.8 2.2 -

4949 261.3

Provisions for liabilities and charges Group Company

Restructuring Other Total Other

fm m £m £m

At 1 April 1991 403 6.3 46.6 19

Arising from acquisitions 257 1.9 376 -

Utilised (52.9) (3.9) (56.8} -
Prafit and loss account 30.2 57 35.9
Exchange adjustment - (0.2} (0.2}

At 31 March 1992 19.8 63.1

Accruals and deferred income Deferred
GROUP grants and
contributions

£m

At 1 April 1991 1.5
Received in tha year 2.6
Credit to profit and loss account for the year 0.1}

At 31 March 1992 4.0

Borrowings Loans and overdiafts

GROUP Repayable by
instalments

partly after Finance

5 years leases

£m . £fm

Within one year 0.8 7.8

Between one and two years 0.8 75

Between two and five years 24.8 19.7
After more than five years 236.9

263.3

ez oyt

 E e LT e

Loans repayable after mcre than five years comprise bank and other loans repayable between 1997 and 20385,
Interest rates range from B.56 per cent to 14,83 per cent on £224.3 million and are at floating rates on £130 mullion.

COMPANY

The Company has loans totalling £102,6 million (1991 — nif), £40.0 million Is owed to Group companies and falls due
within one year. £62.6 million is wholly repayable in 2001. Interest rates are 11.625% on £20.0 million and 11.43%
on £42.6 million.
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NOTES 77 THE ACCOUNTS

Called-up share capital and share premium account
The authonsed share capital of the Company throughout the year ended 31 March 1992 was £475,000 001 dwided
into 475,000,000 ordinary shares of £1 each and one speaal rights redeemable preference share of £1

The allotted and fully paid share capital of the Company at 31 March was.

1992 1891

£ £

Ordinary shares of £1 355,936,426 355,829,484
Special nghts redeemable preference share of £3 1 1

T ] s v BT A

355,936,427 355,829,485

106,842 ordinary shares were aflotted during the year ended 31 March 1992 following the exercise of options in
accordance with the rules of the Employee Sharesave Scheme and the Executive Share Qption Scheme. The to.al
cansideration was £0.2 million. As a consequence share capital increased oy £0.1 raillion and a share premium account
of £0.1 million was ¢creatad.

The special nghts redeemabla preference share is redeemable at par at the request of the holder at any time prior to
31 December 1994 and, unless so redeemed, will be redeemed by the Company at that date,

The Company has two share option schemes — an Employee Sharesave Scheme available to all efigible employees and
an Executive Share Option Scheme for executive directors and senior managers. The former 15 based on SAYE contracts
with options exercisable within a six month period from the ¢conclusion of a five or seven year period as appropriate from
the date of grant, Options under the latter scheme are exercisable in a period beginning noearlier than three years {five
years for discounted options) and ending no later than ten years from the date of grant, Options outstanding under
the two share option schemes at 31 March, togethie with thair exercise prices and dates were;

Option Normal dates

1992 1991 Price of exercise

Employee Sharesave 2,930,783 3,282,363 i76p 1695 or 1997
1,375,925 1,485,964 252.5p 1996 or 1998

1,757,482 - 279 1997 or 1959

Executive Share Option 884,750 897,500 278p 1993 10 2000
36,300 36,800 286.5p 1993 to 2000

296,400 297,400 315.5p 1993 10 2000

54,500 - 330p 1994 10 2001

1,176,522 - 335p 1995 to 2002

425,898 - 285p 1997 to0 2002

8,839,560 6,000,027

In the year ended 31 March 1992 options were granted under the two option schemes in respect of 3,416,917
ordinary shares, options for 106,942 shares were exercised and options for 370,442 shares lapsed.

Reserves Profit and loss account
Group Company
fm fm
At T Aprl 1991 1,292,4 7175
Profit/{loss) for the year 136.1 (11.0)
Goodwill on acquisitions (92.4) -
Exchange adjustments 5.5 -

At31 March 1992 1,341.6 706.5

Cumulative goodwill arising on the acquisition of subsidiary underiakings written off 10 the profil and loss account
amaunts to £137.2 million (1991 ~ £44.8 million).

As allowed by section 230 (1) of the Comnpanies Act 1985, the Company has not presented its own profit and loss
account. The amount of Group profit for the financial year dealt with in the Company's profit and loss account was
£59.0 mithon,
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MOTES T THE ACCOUNTS

Pensions

The Company operates a number of pension schemes n the UK, the USA, Europe, Australta and Canada The major
schemes are of the defined benefit type m the UK ~ the Water Mirror Image Pension Scheme fWMIS} and the Water
Pension Scheme (WPS). The assets of these schemas are held in twst funds independent of Group finances

For the major UK schemes, the employer’s contributions and the pension cost under the accounting standard 55AP24
have been assessed in accordance with the advice of William M Marcer Fraser Limited, using the prajected umit method
or tha attained age method on the basis of actuarial valuations carried outat 31 March 1990 For this purnose, the ma
actuarial assumptions used are based upon investment growth of 9 per cent per annum and pay growth of 7 per cent
per annum. Pensions in Layment and deferred pensions under the WMIS have been assumed to increase by 6 per cent
per annum, This assumption has been chosen to reflect the increases under the scheme which are guaranteed to be
in line with the Retail Price Index (RPI), For the WPS, the corresponding assumption is 5.25 per cent per annum. Thi
reflects increases which are guaranteed at 5 per cent per annum {or the increase in the RPIIf less) with the intention
to pay mare, up to the level of RP), f the resources of the scheme 50 permit,

At the date of the fast vafuations, the total market value of the assets (including payments recewved from previous
arrangements) was £148,9 million. The combined actuarial value of the assets represented 103 per cent of the value
of the accrued benefits after allowing for expected future earnings increases. In deriving the pension cost under
$SAP24, the surplus in the schemes is being spread over the future working lifetime of the existing members,

For the overseas schemes, the defined benefit arrangements have been raviewed on consistent assurnptions and any
balance of surplus spread forward to derive the pension cost.

The total pension cost for the period was £12.0 million {1991-£11.3 millon).
Operating leases
Subsidiary undertakings are committed to making the following payments during the year ending 31 March 1993;

Land and Plant and
buildings  machinery

fm fm

Leases which expire:
Wwithin one year 02 0.8
Between two and five years 1.8 2.7
After five years 0.9 0.1
29 3.6

Contingent liabilities

The Company has quaranteed certain foans, overdrafts and commitments of Group undertakings to a maximum
amount of £429.3 million {1991 - £240,6 mlilion). This includes North West Water Limited’s loans from European
investment Bank amounting to £220.0 million (1891 - £130.0 millien).
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AUDITORS REPDRT

Report of the Auditors to the members of North West Water Group PLC
We have audited the accounts on pages 26 to 43 in accordance with Auditing Standards

In our opimion the accounts give a true and fair view of the state of alfairs of the Company and the
Group at 31 March 1992 and of the profit and cash flaws of the Group {or the year then gnded and
have been properly prepared in accordance with the Companies Act 1985,

lee Wielahouse

Price Waterhouse
Chartered Accountants and Registered Auditors

Manchester G}D
19 June 1992 it

FINANCIAL CALENDAR

Annual General Meeting 22 July 1992
Finat dividend for the year ended 31 March 1992 to be paid 1 Qctober 1992
Interim results for the six months ending 30 Septernber 1992 to he

announced 25 November 1992
Interim dividend for the year ending 3) March 1993 1o be paid February 1993
Financial year end 31 March 1993
Preliminary announcement of results for the year ending 31 March 1993 June 1993
1993 Report and Accounts circulated June 1993
Annual General Meeting July 1983
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FIVE YEAR SUMMARY

1838 1989 1990 1991 1992

£m £im £m £m fm
Profit and loss accounts
Turnover 418 458 511 593 785
Operating costs {286} (306) {361) {4191 {547}
Other income 2 4 4 7 4
Operating profit 134 156 154 187 246
Net interest [payable)receivable {108) (112 (79) 28 {16}
Profit before tax 26 44 75 215 230
Tax on profit on ordinary activities - - (12) {22} (24}
Profit on ordinary activities after tax 26 44 63 153 206
Extraordinary items - n {7 - -
Profit for financial year 26 43 56 193 206
Divdends - - (37} {e4) {70)
Transfer to reserves 26 43 18 129 136
Balance sheets
Fixed assets 1,270 1,389 1,558 1,834 2,221
Net current assets/(liabilities) (198) (252) 113 124 39
Creditars falling due after more than one year (937} {956) (el (261 (495)
Provisions for liabilities and charges - - (14) (47) (63)
Accruals and deferred income - - - {2) (4)

138 181 1,566 1,648 1,698
Ordinary share capital and share premium - - 356 356 356
Reserves and retained profits 138 181 1,210 1,292 1,342

138 181 1,566 1,648 1,698

The comparative financial information for the two years ended 31 March 1989 has been eatrazted from the listing
particulars in the Prospectus dated 22 November 1989, issued in connection with the Offer for Sale of shares in North West
Water Group PLC. 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 reflecting accounting
policies now being used by the Group,

The directors believe that care should be taken in drawing conclusions from a comparison between the results for the years
prior to 1991 and those for 1991 and 1992, The changes which took place during 1990 in capital structure, regulatory
expenditure and other costs associated with PLC status render comparisons potentially misfeading.

Note

The regulatory accounts of North West Water Limited to 31 March 1992, prepared In accordance with the
Appointments, will be filed with the Director General of Water Services on 22 July 1992 and thereafter avaliable
upon applic=on to the Company Secretary, Dawson House, Great Sankey, Warrington, Cheshire WAS 3LW.
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