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North West Water Group PLC

Chairman’s statement

We are committed to achieving cost and
quality leadership in water and wastewater

operations.

Sir Desmond Pitcher

1 am very pleased to be reporting to you for the first time since my appoinument as
Chairman of the North West Water Group.

This has been a year of continuing good progress in our regulated utility, North West
Water Limited, and of enceuraging success by our non-regulated companies in winning a
series of major international contracts.

Tumover increased to £878 million, up 11.3 per cent on 1992, Profit before tax was
£247 million, an increase of 7.4 per cent. We are retaining £146 million in the business to
contribute directly to our continuing investment in water and wastewater in the North
West of England.

The directors are recommending a final dividend of 14.27p, piving a total dividend for
the year of 21.4p. To support the expansion of our intemnational operations, we are also
offering our shareholders the opportunity of an enhanced scrip dividend.

These results reflect a sound performance in a irying economic climate. L am pleased
that, despite operating in difficult world markets, our process compariies have made a
useful contribution to Group profits and that our international initiatives are now being
rew irded with a series of major contracts. The knowledge and experience the Group has
oftackling environmantal problems in the North West of England, in particular, is evident
in the contracts we are winning around the world.

I have always taken an active interest in the economy and the environment of the
North West, and North West Water is an organisation dedicated to both. Many of our
shareholders are also customers of the regulated utility and [ am keen that we continue to
give heavy emphasis to customer service and standards.

But it is more than a guestion of service, It is gz=tting to know how customers {eel and
what they require. It is a tough task but it is very high on our list of objectives. We need
customers to become enthusiastic supporters of their company. The wide consultation on
the regulated utility's investment strategy to help prepare its Market Plan has given us
good experience and has been a useful step forward in this important process,
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4" fiorth West Water Group PLC

Chief Executive’s review

7._. 0O Hqﬁm A«@wmww .Jx\m..ﬁmww. GHO._ hmuwm Wﬁmmﬁme mm water As we drive for skill and technology leadership, we seek to make sure that we balance the
. needs and concemns of our four stakeholders — our customers, our sharcholders, our
and wastewater worldwide. We make raw employees and the communities we serve.
water safe to drink; and we clean wastewater - Our commitment o cach isclear:
. . for our customers - the highest quality of products and services, for a fair price, paying
m..mwﬁ.\mmm QMHQ. Hsmﬂ—m.g. mmw mgﬂ.@“ﬂm_w - ﬁo conserve close attention to their needs and concerns. Qur goal is to satisfy our customers faster and
the environment. more effectively;

for our sharcholders — delivering consistently good financial results and long-term
growth of their investment. We are achieving further efficiency and productiviiy gains and
driving down operating costs; and making prudent acquisitions of related businesses;

for our employees - challenging opportunities for development and reward. Qur goal is
to give all our people the opporiunity and help to exploit their own potentizl, achieving
the highest standards of training and education. We arc making progressive improve-
ments in health and safety standards in all Group operzations; and

for our communities — a cleaner and safer environment. We keep in close touch with all
the interests of our communities— from local government and business, to recreation and
conservation —and our goal is to be recognised as good corporate citizens by listening to,
learning from and acting upon what they telt us.

The North West of England was the birthplace of the industrial revolution and a cradle
of modemn water and wastewater engineering. Building on that foundation, we have
developed three complementary business activities:

Operations ~ managing water and wastewater systems, in the United Kingdom and
internationally;

Engtneering - the planning, design, contract and project management of water and
wastewater projects, and

Process ~ the design of process solutions and the manufacture and supply of

instrumentation, disinfection and treatment plant and equipment.

Bob Thian
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6 North West Water Group PLC

Highlights of the year
‘H,TO year 5 as seen si mmﬁ._ cant mowmmﬁwmamﬁhm at This has been a chatlenging and rov. aeding year.

) 1 North West Water Limited, our regulated utility in the North West of England, has
TOEQ ana gverseas. contintued to improve productivity and streamline its activities, while delivering higher
quality stancaids than ever before.

It is now three years through its five year radical quality and efficiency strategy, which
continues io provide the impeius and the milestones for its transformation into 2 model
utility. Already, it has the lowest operating costs of water and wastewater services in the
UK and, long term, that will be goud for both customers and sharcholders.

During the year we announced the first fruits of our last three years’ efiorts on the
international operating front.

North West Water International won four major contracts: one, in Melbourne,
Australia, is signed and underway and a further three, in Sydney. Australia, Mexico City
and Malaysia, arc under final contract negotiation.

Our engineering activities have been further strengthened by the addition of our
contracting companies and their increasing focus on project management. As well as

e

£ another excellent year delivering our major investment programme in the UK, our
engineers won two overseas turnkey wastewater contracts: the first, in Macau, is signed

and the second, in Bangkok, Thailand, is under final contract negotiation.

The impact of the recession on world markets afforded our process equipment and
instrumentation groups the opportunity 1o prepare for the inevitable uplum in the US
markel. Both their product lines and manufacturing facilities are being rationalised and
upgraded. The better margins resulting from these activities already began to show
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In research and development, a comerstone of our quest for skill and technology
leadership of the sector, we made further important steps towards assembling some of the
key technologies of tomorrow, the most notable of which was our entry into membrane
systems.

Thes Partington wastewater treatment works in
Greater Manchester is the first plantin the UK to
ure a more efficient and cost-e{fective wreatment
sstem from Envirex. The process is compact and
simple to-operate. Four green domes are all that
Temaip visible,
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# North West Water Group PLC

Operations in the North West of England

Further improvements in quality and customer ~ Doringthe year North West Water Limited:

successfully delivered its investment progrmmmme of improvements for customers:

service m‘mm—ﬁﬂmﬂ.ﬂ.—m Wmﬁw@ .UO@E amﬁmm as ZOHE‘H improved overall financial performance;

g@mﬁ Swﬂﬁmﬂ HLHEH_”@Q cO bﬁmﬂﬁmw :m increased productivity while further improving standards of quality and service;
. . . e continued implementation of the quality and efficiency strategy; and
transformation into a model G.ﬁ:ﬁwﬁ consuited widely with customers and prepared its Market Plan.

It continucd to make inroads into the inherited backlog of repairs and renewals.
Almost £500 million was spent in the year, part of the more than £1-5 billion invested
since privatisation improving water and wastewater services in the North West. Planning
approvals were given for the new £25 miilion Wybersiey water treatment works and the
Fylde wastewater treatment plant, key to the clean-up of the Blackpool and Fylde coasts
costing more than £150 million, enabling us to proceed with these important projecis.

At the same time, operating cfficiencies were improved through the restructuring
programme, the tight control of operating costs and the drive for efficiency gains. An
independent survey of water companies’ costs identified North West Water Limited as
having the lowest operating costs for both water supplied and wastewater treated.

These efficiency improvements are reflected in the agreement we reached with the
Director General of Water Services in December for customers to pay in 1993 and 1994
less than the maximum increase allowed under the privatisation price formula. The
Director General has also agreed that we need to spend an additional £273 million in

these two years to meet the new legal requirements on us to improve environmental
standards, particularly to continue reducing pollution of the Mersey estuary and
implementing the bathing water directive on the Fylde and Cumbrian coasts.

We consulted widely in the North West, including domestic customers, organisations
representing business customers, the Customer Service Committee, locat authorities and
environmental associations, seeking their views on our future investment strategy and the
balance between quality and cost. This was to help us prepare our Market Plan, which sets

North West Water Limited serves seven million

peop'e every day of the year.
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I0  NorthWest Water Group PLC
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North Wast water is now being exportad. The
Packayed ice Company of Fleetwood exports over
200 tonnes of ice cubes every year.

out our preferred strategy for the 10 years from 1995, which we have now submitted to the
Director General.

Becanse we are tackling the countiy's most severe poliution problems and because
environmental standards have been waised furiher, meeting even the minimum legal
standards is especially expensive for the North West, tnvolving capital expenditure about
twice that envisaged when we were privatised.

Our consultations indicated there was only limited support for the option of meeting
still higher standards more quickly but at greater cost. Most of our customers on lower
incomes were reluctant to pay more than the minimum and we have had particular regard
to their views. Our recommended strategy therefore is to maintain present progress te
achieve the already high minimum legal standards we are required to meet and. in
addition, to reduce the potential risk of cryptosporidium.

Substantial progress was made with the quality and efficiency strategy. New systems to
improve customer service were introduced, including a customer contact system which
will enable an improved, more flexible service to be offered. The benefils of the increasing
investment in technology will only be fully achieved through new organisational
arrangements and working practices. We have continued to refine the organisation and to
increase training and development to enable employees to fulfil more demanding roles.

Each day we treat and supply around 550 million gallons of water to our damestic and
business customers, with 99.3 per cent of all measurcments at customers’ taps having met
stringent quality requirements. We remove this water after use and treat it for return fo the
environment. The quality of effluent being returned to rivers and coastal waters continues
to improve and 98.5 per cent of all samples {=¥en by the National Rivers Authority
complied with discharge conditions.

Through the argest investment programme in the UK water industry, we are meeting
demanding water quality standards and gradually improving the quality of the environ-

ment for our communitics.
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12 HorthWest Watur Group PLT

International operations

Our sustained efforis are coming to fruition
with su.cess in winning a series of major
overseas contracts.

Morth West Water has been active in Malaysia for

a number of years and is now tnalising a
substantial wastewater contract.

There is a widespread need around the world for substantial improvements in water and
wastewater services. North West Water has the skills, the experience and the technolcgies
to fielp meet that need and to benefii from the opportunity it represents for our company.
Long term international operating contracts offer the prospects of expanding revenues
ouis.de the UK regulated utility and the year saw the first real frui's of our sustained efforts
ovetseas during the last three years,

We have strengthened our presence on the ground and our challenge in the
international marketplace. Qur reputation as ihe provider of high quality solutions to
water and wastewater problems has been recognised with our success in winning a series
of major contracts,

Construction is already underway in Melbourne on the £11 miilion Yan Yean water
treatment piant, the second stage of a design, build and operate contract. The plant will
supply up to 155 megalitres of water a day during the 25 year operating concession period.

Following suceezsfut bids, contracts are in the final stages of negotiation for:

- Sydney — the design, construction and operation of a £50 million capital project to
supply up to Z80 megalitres of water a day during the 25 year concession period;

Mexico City — a £285 million operating contract to provide water and wastewater
services for two million people in the federal district of Mexizo City. The ten year contract
is part of a major drive to upgrade and expand the existing water and wastewater system
and provide improved customer service. North West Water will operate in five of the city’s
16 municipalities; and

Malaysia — we are finalising with the Federal Government a substantial privatisation
contract for the whole of that country’s wastewater system. The 28 year contract to
upgrade, extend and operate Malaysia’s sewerage system will involve investment of £1.25
billion over the first 18 years.

These contracts form a significant foundation for the Group’s continuing growth asa
global water and wastewater business. We are actively building relationships around the
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%4  North Wast Water GrounsPLC
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world, as governments review the options available to them for meeting water and
wastewater investment needs and choose the way forward that is appropriate and
acceplable in their own particular circumstances. Privatisations may be the answer for
some: build, own, operate, transfer schemes are also becoming increasingly popular,

We believe we have the capabilities to satisfy these different approaches. But we must
ensure too that the interests of the company and our shareholders anz safeguarded. There
is a large market of oversezs work available: our aim must be to achieve an atiractive
return on our investment. Economic and political stability are critical, as is commercial
realism ~ we need to be sure that we will be delivering services at a price the customers are
willing to pav.

Asthe investments necessary can be very large, we need to be sure also that capital wiil

be available and in appropriate form. Usually that will mean both local equity and non-
The statue of Apollo in Spiney - at the touch of racourse finance,
his rays trees and fields become green.

Our presence in the US through our process equipment and instrumentation
companies has been reinforced with the acquisition during the year of US ‘Water Inc. This
is a small but important step into the US operations market. US Water, based in New
Jersey, provides contract operations and maintenance services to 35 municipal and
industrial water and wastewater facilities.

Our strong international develcpment is built on the exceptional range of skills,
expertise, technologies and process solutions the Group can bring to bear in dealing with
waler and wastewater probiems. In developing our international business, we are also

widening the markets and opportunities for our engincering and process equipment and
instrumentation companies and giving employees throughout the Group increasing scope
to display and develop their managerial and technical skills. Our aim is that our
international operations will make us the leaders of the water and wastewater industry as
we enfer the next century.
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16  North WestWater Group PLT

Engineering

We are focusing on technology and innovation
to add value to the investment programme in
the North West of England and secure
business in international markets.

3angkok: By wringing her hair to provide wates,
the earth goddess, Mae Toranes, cofeated the
forces of evil sent to tempt Buddha while he was
sitting in meditation,

‘The engincering group aims ta achieve excellence in engineering and to be a leader in
engineering and specialist contracting for water and wastewater projects, Its rofe is
twofold:

to implement elfectively and add value to the regulated utility’s demanding capital
programme ji the North West of England. During the year a programme of almost £500
million was completed, enabling required guality cutpuis to be achieved; and

to support Group international activities and secure substantial business in external
markets. Fwo overscas turnkey wasiewater projects were won in the year —a £160 milfion
project in Bangkok and a £15 million plant in Maeau,

We are driving down costs by using standard solutions for standard problems and
aulomated design techniques. This saves lime allowing our expert engineers o
concentrate on the most difficult problers and improve process and product technology,
The enginecring group has a critical responsibility (o integrate North West Water Group's
1otal solutions capability — planning, eontrolling and managing the introduction of
technology and innovation into plant and network design.

These examples show what tan be achieved — twu benefiting the capital programme in
the North West of England and the third, the international business:

a novel engineering design approach 1o a detention tank, part of 2 storm water control
project in Bolton, reduced the materials and labour needed, at the same time
strengthening and lightening the whole structure. It reduced the cost of the project by
£500,000 and will be used in o¥aer appropriate projects, with similar savings;

applying the Group’s innovative process solutions, the new wastewater treatment works
at Partinglon was designed around Envirex’s submerged biological contactors enubling
the higher treatment standards required to be met earlier: and

the innovative design of pumping systems was a key Jactor differentiating North Wost
Water [nternationat from competitors in Sydney, proving our ability to tum design into
commercial reality and to compete in the toughest marketplaces.
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North West Water Group PLC

Process

We are building a formidable armoury of
process solutions to solve water and
wastewater problems around the world.

iy

2, S
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North \West Water is building a newwater
treatment plant in Me'boume, one of Australia’s
busiest cities = the first design, build and operate

contract in the Austeclran water industry.

The two process groups made a useful coniribution to Group profits in the year, despite
operating in world markets hit hard by the recession.

They form an important strategic entry into the water and wastewater eguipment and
instrumentation markets and we are continuing their development by:

rationalising and upgrading product lines;
restructuring and modemising manufacturing processes and plants; and
developing and acquiring new technologies.

Through the resulting improvements in margins and by taking advantage of the further
opportunitiv. offered as markets recover, the process companies can be expected to
contribute steadily and progressively to eamnings per share growth,

In February we strengthened our process instrumentation capability with the
acquisition of Consolidated Electric in the US.

That company, based in Minnesota, designs and manufactures automatic control
devices, instrumentation and systems for water and wastewater facilities, adding new
preducts to our portfolio.

The process companies are laying a growing par in the achievement of North West
Waler Limited's investment programme and in the development of the international
business, expandi.ig beyond their traditional markets.

Envirex’s innovative submerged biological contactors, for example, and General
Filter's unique underdrain system for water filters have been incorporated in new projects
in the North West of England.

The General Filter system, together with chlorinators, chlorine analysers and metering
pumps from Wallace & Tiernan, will also be incorporaied in the Melbourne and Sydney
projects.

The plant and processes being installed in North West Water Limited's facilities and
overseas will provide important “showcases™ for the process companics’ technologies
and process solutions.
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20  North WastWater Group PLC

Research and development

Our investment in research and development
is key t our quest for skill and technology
leadership.

B E ol
R A TR I 2

Key acquisitions nf membrane technology were
made during theyear.

Cnly by the expanding usc of technology can we achieve the increasing quality
requirements being demanded of us, control our operating costs and reduce environ-
mental impact. New and radical solutions are beginning to emerge which will
replace the traditional treatment processes. New materials will encourage new approaches
to construction, and new water and wastewater processes are being developed which will
be controlled and monitored by improved instrumentation and systems.

Continuing research and development to provide innovative technology solutions and
bring them to practical applications, is a key feature of our strategy, We are focused on
creating new and cost effective technical and commercial opportunities for all Group
businesses.

The acquisitions in March of Ceramesh and ICI Membranes strengthen our research
and development capability and provide a range of products representing a significant
technological breakthrough. Ceramesh has developed and manufactures a range of
flexible ceramic membranes which can remove very small particles from water. The
technology developed by the 1CI Membrane business is founded on organic, aromatic
polymers previcusly applied in advanced materials for the acrospace industry. Among
their unique characteristics, these membranes are resistant to chemical breakdown,
especially by chlorine. The two businesses have complementary products of increasing
importance worldwide for water and wastewater ircatment as demands for higher quality
water and environmental standards continue.

Membrane technology is widely applied for desalination and is increasingly being used
in water and wastewater treatment for the removal of a broad range of contaminants.
Membranes can tackle cost effectively treatinent problems that other processes cannaot by
removing particles and molecules in a single operation. These acquisitions have provided
a leading edge poritolio of patented membranes and know-how ideally suited to meet the
separation needs of the water and wastewater industry. This sets North West Water at the
Forefront of this vital technology field.
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22 NorthWaestWatar Group PLC

Board of directors

Sir Desmond Pitcher, Chairman. Chairman of the Merseyside Development Corpera-
tion and the Mersey Barrage Company. Formerly group chief executive of The
Littlewoeds Organisation: and managing director of Plessey Telecommunications and
Office Systems and of British Leyland ftruck and bus division).

Robert ‘Thian, Chief Exccutive. Formerly managing director of Glaxo, Portugal;
European regional director of Abbott International; and vice president of Novo
Industries,

Alan Dean, Group Business Development Ditector, Formerly chief exceutive of N Brown
Group; and a director of N M Rethschild & Sons.

Robert Ferguson, Group Finance Directar. Formerly deputy managing director and
previously finance director of Nerth West Water Limited.

Derek Green, Managing Director of North West Water Limited. Formerly Aggregates
Group chief executive of BTR. Previously with AMEC and Fairclough Building,

Non-cxecutive directors

* Clare Bolton, Chairman ~f the Audit Committee, A tax partner in Coopers & Lybrand.

*} Eric Clark, chairman and managing directer of BICC Cables; a director of the Merseyside
Development Corporation; and a member of the Europzan Advisory Boasd of the Dana
Corporation. Formerly managing director of Plessey Telecommunications and Office
Systems.

* Dr Rodney Leach, formerly a partner in McKinsey & Company; an executive director of
P&0; and chief executive and managing director of VSEL.

“I Alan Pendleton, non-executive director of Chieftain Group, Northern Independent
Hospitals and of Nord Anglia Education, Formerly managing director of West's Group
International; and a director of Tilbury Group.

Archibald Ramsay, formerly group finance director of North West Water Group PLC.
Previously group financial controller of Courtaulds; group fnance director of Inter-
national Paint; and group finance director of Pilgrim House Group.

*} Frank Sanderson, Chairman of the Remuneration Commitice, Chairman of Acumen
Technologies and a director of British Water and Wastewater. Formerly divisional
managing director (water engineering division) of Babcack International.

* member of the Audit Committee
‘t member of the Remuneration Committee

john Tetlow, Secretary
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24 NorthWest Water Group PLC

Directors’ report

Principal activities North West Water Group is engaged in the planning, design,
engineering, manufacture, construction and operation of water and wastewaler systems
and equipmeit in the United Kingdom and overseas.

[ts main operating subsidiary, North West Water Limited, holds Appointments as water
and sewerage undertakers under the Water Industry Act 1993 to provide water supply and
sewerage services in the North West of England. It is this part of the Group’s business
which s subject to formal quality and economic regulation under the provisions of the
1991 Act.

‘The Group has process equipment and instrumentation and contracting subsidiary
undertakings based in North America, Germany, the United Kingdom and Ireland and
with facilities in Austmlia, Brazil, Hong Kong, Malaysia, Mexico and Thailand.

The Chief Execut;ve's review of activities to be read in conjunction with this report,
appedars on pages 4 1o 21.

Directors The present directors are listed on page 22.

Mr E Clark and Mr R J Ferguson, who have been appointed to the Board since the last
annual general meeting, are recommended by the Board for re-election. Mr Ferguson,
formerly deputy 1nanaging director of North West Water Limited, was appointed Group
Finance Director on the resignation of Mr S F McAdam. Mr Clark, a non-executive
director, is chairman and managing director of BICC Cables Limited.

Dr R Leach, the director to retire by rotation, witi on the recemmendation of the Board
offer himself for re-clection.

MrA M Ramsay, a non-executive director, is retiring from the Board.

Mr Ferguson has a service contracl with the company terminable by ithe company on
three years’ notice. As non-exccutive directors. Mr ¢ "ark and Dr Leach do not have
service contracts.

Full details of directors’ interests in ordinary shares are set out in note 5 to the

acccunts, From the end of the financial year until 8 June 1993 no change took place in
those 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.

Corporate governance The directors welcome the report of the Cadbury Committee on
the financial aspects of corporate governance and the code of best practice issued in
December 1992.

The company currently complies with almost all aspects of the cade and will review the
detailed requirements for full compliance during the next financial year. No company can
comply fully with the code until guidclines on cerain provisions are issued by the
accountancy profession in the near future.

The directors are of the opinion that this report and accounts includes ail the
disclosures currently required by the code.

Profit and dividends  The results for the year, set oul in the consalidated profit and loss
account on pzge 78, and prepared in accordance with Financial Reporting Standard No
3, show a profit on ordinary activities befare tax of £247.1 million {1992 - £230.1 million),
after making a restructuring charge of £36.0 million (1992 - £30.2 million). Interest
charges have increased as expected, from £15.6 million to £41 1 million, arising Irom our
continuing substantial investment in improving water and wastewater services it the
North West of England. The profit for the year attributable to ordinary sharcholders was
£222.3 miliion and the retained profit of £145.8 million was transferred to reserves.

The directors recommend a final dividend on the ordinary shares of 14.27p per share for
the vear to 31 March 1993 for payment on 6 August 1993 to sharcholders on the register
at the close of business on 17 June 1993, This dividend together with the interim dividend
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26 NorpWestWater Group PLC

Directors’ report continued

"

P

The company is not a close company withia the meaning of the Fncome and
; Corporation Taxes Act 1988,

Fixed assefs Changes in tangible fizcd assets during the year are shown in note 11 to the
acenunts,

Acquisitions  During the year, the Group acquired the whole of the share capital of
Consolidated Electtic Company based in the USA, desigrers and manufacturers of
autematic control devices, instrumentation and systems used in the operation of water
and wastewater installations, and of CFM Envirenmental Services (now known as US
Water Inc) also based in the USA, which provides contract operations and maintenance
services to municipal and industrial water and wastewater treatment facilities.

It also acquired two operations in tha 1K ~ Ceramesh Limited and ICI's membrane
business - dedicated to the rescarch and development of membrane technology, which is
of increusing importance for water and wastewater treatment.

Details of the .ir vatue of the net sssets acquired and the consideration are sef out in
ncie 13 to the accounts,

Cuonservation, access and recrealion  With substantial areas of operational land, North
West Water is a major landowner in the North West of England. Through strong support
and investment in conservation, access and recreation the Group is committed to
increast w environmental benefits for the community and the quality oflife forthoseliving
and working in or visiting the region. Developments during the year included:

Zongdendale Trail, opened by the Chairman of the Countryside Commission;

Cowm Waterski Centre for the Disabled, ina ugerated by tue Duke of Westminster;

nature reserves at Leigh wastewater works and Strinesdale water works.

In addition, the annual sports day for the disabled was again held at Rivington and the

- o Al gt
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conipany sponsored the Waterforce Gallery at Quarry Bank Mill, Styal, opened by HRH
tlie Princess Royal.

We havz continued o bene§t from the positive advice and assistance of North West
Water's independent Conservation, Access and Recreation Advisary Committee.
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Employees The Group's investment in the training and developmeat of employees
continues 10 be a key aspect in the creation of & world class company.

During the year over 700 ope-ations employees in the regulated utility undertook
compreherisive programmes leading to nationally accredited qualifications. Pioneering
work was also done on the acereditation of priorlearning to enable experienced managers
to obtain either the certificate or diploma in management linked to the Management
Charter Initiative.

New organisations are being created which reflect the Group’s commitment to
devolved responsibility. The focus is on high peiforming teams with emplovees having a
large measure of control over how they corry out their work, These principles will be at the
heart of the approach to customer service and operations management,

We are adapting our arrangements for recruitment, manazcinent development and
communications and consultation to support the international developmeni of the
business. An increased recruitment pregramme is bringing graduates into the Group from
North Ameriea, Eastern Europe and the Far East, as well as the UK, Employees are being
moved bewwesn bush: _ss umits as part of our management development process.
Conferences and seminars have brought together empioyees from across the Group to
gaina shared understanding of Group strategy and to ensure the acti .- partcipation of all
employees in the development of the business,

Safeiy remains a high prierity and there was a further reduction in accidents during
1992. There is stili room for improvement and a now Grovp safety policy has been
launchied, linked to a comprehensive programme of auditing and physical inspection.
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28 NorthWest Water Growp PLC

Consolidated profit and loss account Balance sheets
199% 1992 Group Company
For tha year endvd 31 Maach 1993 Note £m fm 1933 1992 1995 1992
T e e e e At 31 March 1993 Note £m £m £m £m
Turaoves; 1 .
Continuing operations 8752 780.1 Fixed assets
Acquisitions 2.7 - Tangible assets 11 2,5623 22198 4.1 27
s w4 et s m o Investments 12 16 1.3 12029 1,1496
‘Total turnover 2 8779 789.1
25659 22211 1,207.0 1,1523
Operating costs 3 (594.0) (347.1) Current assets
O——Hmﬂ mﬂncsﬁ 4 4.3 37 Stocks 14 381 383 _ -
Co T Debtors 15 2289 1839 1003 904
Operating profit: investments . 16 1545 2186 - -
no:::cmﬁm Oﬁﬂa—monw 2882 245.7 Cash at bank and in hand 29.7 21.8 14.3 14.9
wnm..i_f.,_‘m:w o - - 451.2 4626 1146 1053
‘foial operating profit 2 2882 245.7 . .
N Creditors: amounts falling due within
Nt interest payable 7 e (156) e vear 17 (4329) (424.1) (i91.0) (1285)
Profit on crdinary activities before taxation 247.1 230.1 Net current assets/{liabilities) 185 385 (164 B2
Taxation on profit on ordinary activities 8 (243) (24.0) Total assets less current liabilitics 2,5822 22596 1,130.6 1,129.1
Creditors: amounts falling due afier
Profit for financial year 223 206.1 .
Dividends 9 (76.5) (70.0) more than one year 18 (674.2) (498.9) (62.6) (62.6)
Provisions for liabilities and charges 20 {73.7y  (63.1) (5.2) (4.0)
Transfer to ceserves 23 1458 136.1 1,8343 1,697.6 10628 1,0625
Ezmings per share — net basis 10 623p 57.9p Capital and reserves
— nil basts 10 684 64.5p Called up share capital 22 3576 3559 3576 355.9
his ; Share premium account 22 11 0.1 L1 0.1
Profit and loss account 23 1,475.6 1,341.6 704.1 706.5

Thenotes on pages 3L to 43 form part of these accournts.

1,8343 1,697.6 11,0628 1,0625

Approved by the Board of directors on 11 June 1993 aad sipned on its behalf by

@ f.ﬂ SirDesmond Pitcher R J Ferguson
Chairman Group Finance Director
The ri:des on pages 31 to 43 form part of these accounts.
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- 30 NorthWest Water Group PLC

‘ Statement of total recognised gains and losses Reconciliation of movements
in shareholders’ funds

. Group Coempony Group Company
; 1953 1992 1993 1992 1993 1992 1993 1992
" Forliayearended 31 March 1995 _ Im £m £m £m For thevear ended 31 March 1993 Lm £m fm £m
. Profit for the financial year 2223 206.1 718 590 Profit for the financial year 2223 2061 7.8 590
I mxowmzma adjustments {6.1) 3.5 0.3 - Dividends (76.5) (70.0) (76.5) (70.0)
. . T - Net share dividend adjustment 2.9 - 2.9 -
) Mﬂwnhm.ﬂomn“__.mg gains and losses for the 2162 2116 427 50.0 New share capital issued 2.7 02 27 02
e y - . . Goodwill on acquisitions B.6) (924) (1.5} -
i Exchange adjustments {6.1) 3.5 0.9 -

3 Net addition/{reduction) to shareholders’
. funds for the year 136.7 494 03  (10.8)
i Shareholders’ funds at 31 March 1992 1,697.6 1,6482 1,0625 1,073.3

: Shareholders’ funds at 31 March 1993 1,8343 1,697.6 1,062.8 10625
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32 North Vst Water Group PLC

INotes to the accounts continued

h) Fixed ssset fnvestmenis 2 Segmental information
Invesiments held as fixed assets are stated at cost less amounts written off.

(

Turnover, operating profit and net operating assets for each class of business and by

(

(i} Current asset investments geographical origin is:
Current asset investments in externally managed interest bearing funds are stated at Net operating
market value. Turnaver Qperating profit Rasets
) Stocks 1993 1992 1993 1992 1993 1992
i). Stoc £m £m £m £m £m £m
M%”.n_” mw%a”_ﬁmn at cost less any provision necessary to recognise damage and By business area: Hx,
Long term contract work in progress is stated at cost, net of amounts transferred to cost W_””MM,.WM“MW,MM_ d 3
mm_. MMMMM,U __.M_.HM“%M%_QEW payments received in advance and making provision for wastewater operations 6923 6401 2848 2439 24526 2,053
Finished goods and goods for resale are stated at the lower of cost and net realisable MMMMWM%%M%::»HHﬂ $71.2 1287 18.0 127 743 610
value and include appropriate production overheads. Other activities 20.5 25.5 (146)  (10.9) ~ @
k} Pensicns -
Most of the Group’s employees beleng to pension schemes which provide for defined 8928 7943 2882 2457 12,5269 12,1236
benelits based on final pensionable pay. Pension costs are charged against profits over the Intra-group sales (14.9) (5:2) - - - -
eslimated remaining service lives of employees. 877.9 7891 2882 2457 2,5269 21256
Details of pension arrangements and funding are set out in note 24. !
: By geographical origin
{1} Foreign currency : . ) = . o asT
On consolidation, the balance sheets of overseas subsidiary undertakings are translated M”__‘M_onw Kingdon WMM mwmw mmw.w wuwm n..&M.w wbuw.w
into sierling at exchange rates applicable at the year end. The profit and loss accounts are pe ’ ’ y ’ y :
< . . f L _— The Americas 123.5 954 6.0 8.7 56.5 43.9
translated into sterling using the average rate. Differences arising from the application of Rest of the world 6.3 27 (3.3) 01 e 19
the closing rate to opening net assets, offset by translation differences on foreign currency o or : - ; - §
loans which finance investments in overseas subsidiary undertakings, together with 8028 7943 2882 2457 2,5269 2,123.6
differences between profits and [osses translated at average rates and at closing ratcs, are Intra-group sales {(14.9) (5.2) - - - -

recorded as a movement in reserves.

(m) Deferred faxation 877.9 789.1 2882 2457 2,5269 2,1236
m) Deferred taxatio

Provision is made for deferred taxation where a liability is considered likely to arise in the (i) Intra-group sales are primarily within process equipment and instrumentation, and
foresceable future. from that business area and other activities to water and wastewater,

(n) Associated undertakings {if) Net operating assels comprise fixed assels and nel current assets excluding net
Tiie appropriate share of the resuits of associated undertakings are recognised in the borrowings, investments, taxation and dividends.
consulidated accounts where the directors consider that the Group isin a position to exert (ifi) The geographical destination of tumover does not differ materially from the

significant influence over the associated undertaking. geographica) origin enalysis above.
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34 NorthWast Water Group PLC

Notes to the accounts continued

5 Directors’ emoluments confinued {fy Non-execuiive directors are not eligible to be granted options fo purchase fully
Othet directors {excluding pension contributions): paid ordinary shares under the employee sharesave scheme or the executive option
N e AN scheme described in note 22.
£ 1593 1992 (iiy MrW D Grove retired as a director on 31 March 1693.

. et e e Db (iii} MrR] Ferguson was appointed to the Board on 14 October 1992.
10,001~ 15,000 2 3 (iv) MrD Green was appointed to the Board on 22 July 1992,
15,001~ 20,000 2 2 (v  MrEClark was appointed to the Board on 1 April 1993,
35,001~ 40,000 1 - {vi} Mr B Alexander retired from the Board on 22 July 1992,
50,001~ 55,000 1 - (vil) MrSFMcAdam resigned from the Board on 12 October 1992,
55,001~ 60,000 1 - No change has oceurred in these interests up to 8 June 1993,
60,001~ 65,000 1 -
80,001~ 83,000 - 1 6 Employees
85,001~ 50,000 - 1
95,001-100,000 1 - 199 1992
120,001-125,000 1 1 Average number of persons employed by the Group 8,061 3,201
130,001-135,000 - 1 _—
145,001-150,000 1 - By business area;
S - Norih West Water Limited -
In addition, the company paid £90,000 as compensation for less of office during the year water and wastewater operations 5,442 5928
to Mr S F McAdam, a former director of the company. it also purchased from him a Process equipment and instrumentation 2,245 1,033
property at the market value of £240,000 certified by an independent chartered surveyor. Other activities 374 340
At %1 March, the directors and their immediate fami¥es had the following beneficial 8.061 8201
interests in the company’s ordinary shares: — : d
1993 are options ) 199200 e ) 7 Net interest payable
Exceutive  Employee Executive  Employze
Ordinary option  sharesare Ordinary option  sharesave 1993 1992
shares scheme scheme shares scheme scheme £m m
W D Grove (i) 55911 94,450 8,324 8,362 216,700 3,824 Interest payable:
Sir Desmond Pitcher 5,228 - - 5,000 - - On bank loans, overdrafts and other loans:
R PThian 4,200 235,499 7,143 4,200 204,250 7,143 Repayable within 5 years (6.9) (3.4)
AM Dean 5000 57,250 6,720 5000 57250 6,720 Repayable wholly or partly in more than 5 years {44.1) (31.3)
R]J Ferguson (i) 17,240 54,999 8824 1,291 31,750  §824 :
D Green (iv) 1,000 147,750 4,744 - 147,750 - ) (1.0 (32.7)
Mrs M C Bolton 2,001 - - 2,000 - - Onfinanceleases (9.9) (6.0)
E Clark (v) 4,620 - - 4,620 - - Total interest payable 60.9 45.7
DrRLeach 10,470 - ~ 10,000 - = Inierest ana?m_mmm AG.% nuc.wv
A G Pendleton 5,600 - - 4,000 - - ] - .
AM Ramsay 43.258 15,250 - 6,258 105,250 - Net interest payable (41.1) {15.8)

E Sanderson a“uow - - 3,100 - -
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36 NortkWest Water Group PLC

Notes to the accounts continued

11 Tangible fixed assets Within tangible fixed assets are assets held under finance leases at the following
. e amounts:
. s, it
Eaﬂ na_%w« ool towsand  Preo7d con- 1993 1952
Grou w:..“&mﬁ E.M“ u-qcﬂ:..m” u.u&ﬁ_.nmanh ﬂuum” u.._._._n—ﬁ“ ﬂﬂ.ﬁ” —
a fm fm fm  m A T Cost 185.1 126.0
Cost: Accumulated depreciation {47.5) 41.4)
At1 April 1992 714 1,051.6 4524 4682 1774 2724 24954
Excharge adjustments 0.8 - - 15 - - 23 Net book value 1376 846
Additicns 140 836 324 688 - 2139 4127 -

An analysis of 1and and buildings between frechold and long and short leasehold is not

M:m_sw QMB nanp.ﬂm_:.o:w 04 - - 0.7 B w 1.1 readily available at 31 March 1993. Pre-1974 assets comprise a pool of assets which was
ﬁ—dswm and contributions M (14.2) 5 - - B (1. qu (15.9) transferred to the Group from North West Water Authority, which it acquired in 1974 from
B.m ns Ew ..m.q 125 8.6 Q.wv - (66.7) 5 - its predecessors. No analysis by asset category is available. The directors consider that the
Sposals ©.7) T m&.. ;v.sr- ..-|r|!-!.M€1..mi..mv provision of the above information would incur expense and delay out of proportion 10
At31 March 1993 893 1,133.5 5434 5267 1774 4179 2,8882 the benefit it would provide to shareholders.
Depreciation: 1993 1922
At1April 1992 114 - 459 1163 1000 - 27386
Exchanga adjustments 0.2 - - 0.7 - - 09 Capital commitments:
Charge for the year 3.7 - 84 387 5.6 - 564 Contracted but not provided for 3283 283.5
Disposals 0.7 - - 4.3 - - 3.0 R
isposa { V.r, T .ﬁ.riwi.. e e (>0 Authorised but not yet contracted for 374 110.6
At 31 March 1993 14.6 - 543 15L4 1056 - 3259 — - - -
¢ O . In addition to these commitments, the Group has longer term investment expenditure
Net book value: plans which include expenditure to improve asset performance and condition and to
At 31 March 1993 74.7 1,1335 4891 3753 71.8 4179 2,562.3 provide for new demand and growth.
At31 March 1992 60.0 10516 4065 3519 774 2724 22198

Grants and contributions received relating to infrastructure assets have been deducted
from the cust of fixed assets in order to show a true arid fair view. As a consequence, the
net book value of fixed dssets is £53.9 miilion (1992 — £38.0 million) lower than it would
have been Mad this treatment not been adopted.
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38 North Wost Water Group PLC

Notes to the accounts continued

12 Fixed asset invesiments coniinued

Dietails of principal subsidiary and astociated undertakings, all of which are unlisted, are
detailed below, A full Tist of subsidiaries is attached to the annual return of the company.

Subsidiasy ::%.._ma.zmu"
Cireat Britain:
Morth West Water Limited

MWW Properties Limited
North West Water International
Limited

VWater Engineering Limited

Waliace & Tiernan Limited}:
Edwards and Jones Limitedt

Ceramesh Limited

Republic of [reland:
{ones Environmental {freland)
Limited

UsA:

Envirex Inct

General Filter Company Inct
Wallace & Tiermnan Inct
Consolidated Electric Companyt

Us Water Inc

Australia:

Classof
share capctal
hetd

Progoruonaf
share capital.
ownedvoting  Nature of
Tights business

Ordinary

Ordinary
Ordinary

Ordinary
Ordinary
Ordinary

Ordinary

Ordinary

Ordinary
Ordinary
Onrdinary
Ordinary

Ordinary

North West Water Australia Pty Ltd  Crdinary

100% Water supply and sewerage
services

100% Property management

100% Consulting services and
project management

100% Design and installation of

water and wastewater
treafrment plants

190%*  Manufacture of equipment for

100%*=  water and waslewater
treatment processes

100% Development, production and
marketing of flexible ceramic
membranes

100%*  Design and installation of

water and wastewater
treatment plants
of 0

wwwoﬂ .  Manufacture of equipment for

Ec% «  waterand wastewaler

Haoa\w . lreatment processes

(-]

100%*  Contract operations and

maintenance services

100%*  Technical and management
services

Proportion of
Classof share capital
sharecapital  owned/voting Natureof
held rights business

Canada:

Asdor Limited Ordinary 100%*  Manufacture of equipment for
water ard waste vater
treatment ﬁw@ﬂnmmﬂm

Sermany:

Wallace & Tiernan GmbHF Ordinary 100%*  Manufacture of equipment for
water and waste water
treatment processes

Malaysia:

North West Water (Malaysia} Ordinary  100% Technical and management

SDN BED services

Associated undertakings:

Great Britain:

Lakeland Smolt Limited Ordinary 49% Fish farming

WRe (Process Engineering) Ordinary 50%* Design and construction of

Limited equipment for water and
wastewater treatment
processes

Spain:

CiDA Hydroguimica SA Ordinszy 397%™  Design and installation of
equipment and systems for
water and wastewater
treatment

The country under which each undertaking appears is both the country of its
incorporation and of its principal operations. All of the Great Britain undertakings are
registered in England and Wales. Shares are held directly by North West Water Group
PLC except where marked with an asterisk where they are held by subsidiary

undertakings.

+ Process equipment and instrumentation company
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