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The water cycie: At eachstage of the cyclewe
combine our skifls and expertse with the most
approphate Wechnoiogy, 1o deliver wated and

The North
treat wastewater cfficiently,
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$+ Herh Wit Water Group LG

Chairman’s statement

1am pleased to report that the Group has
made good progress in the year The
financial results reflect particularly the
strong pe:Tormanes of our regulated water
and wastewater business in the North
West of England, which continues to
benefit from our efforts to achieve greater
clficiencies Ciose control of both
working capital and capital expenditure
comnbuted to a substantial improvement
in our cash position.

Turpover increased to £924.2 miliion
from £877.9 nullion, up 5 3 per cent,
and profit belore tax i £269.0 million
from £247.1 million, an increase of
8.9 per cent Weare retaining in the
busiress £174.2 million, some two-thirds
of the profit after tas, to contribute to cur
continuing investment in water and
wastewater in the North West of England.
Clur expenditure in the year as part +f that
wonfineing investment was £42%.6 million,

The vear's sound financial performance
maintains our record of year-on year
growth in carnings and dividends. The
Board is recommending a final dividend
of 15.40p which will make a total
dividend for the year of 23.07p, an
increase of 7.8 per cent and in line with
our cussistent and prudent dividend policy.

Management of the business We have
entered the current financial year witha
strengthened management team to
contirue the process of transition f om
public to privale sector, o take the Group
forward into the second fve years of the
regulatory environment and to me«t the
competitive challenge of the international
market in which wenow havea
significant presence.

1 was pleased ‘o announce the
appointment in April 1994 of Brian
Staples as our Chief Executive. Brian was
formerly chief executive of Turmac
Construction. In addition to his broad
business experience, Brian brings with
him a deep undzrstanding of construction
which will be of particular value to ouy
business in the management of its capital
investment programmes. His extensive
overeeas experience and involvement in
joint ventures abroad will benefit our
developing intcrational business,

We have two senior appointments to
make, m+ ; iging directors of our process
and international businesses, We will then
have cormpleted and have in place the

right team to deliver continued financial
growth through the sound management
and development of the Group.

The regulated business Active
management of our large investiment
programme in the North West of England
enabled us to meet all our obligations in
the year with a reduced spend. Wealso
achieved furiher operating efficiencies.
Since pdvatisation we have both reduced
headcount and contained the growth in
operating costs arising from the
investment programme.

Recent independent reports sponsored
by the Office ol Water Services have
shown that wea lead the indusuy in terms
of efficiency in delivering water and
wastewaler services, confirnation of the
success of the kard wor's of our empioyees
in this area.

A major exercise has been the work
leading to the periodic regulatory review
which will set our prices for the ten years
1995/9€ to 2004/5. Drawing on the
vonclusin:: i of our earlier consuitations
with our customers through the market
plan process, we have supported the
emphasis on capital expenditure
obligations being sct at a level affordable
by our customers and we have been
working closely with our regulators in
interpreiing the capital requirements. The
outcome of the periodic review will be
known in late July when we intend to
make a fuls public statement.
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»  North'#estYiayer Group PLC

Keporfs sonflrm industry feadership
in operating efficfencics

Capital prograinme targets met ai
reduced Test

fmproving tevels of customer service
fivesting in our emiployecs’ skiile
Creating & cleaner, safer cnvicenment

B

.

ol 5

R e s
e

Averegs no of mnployees.

o m

£729.3m  £6387Tm
Proft beford imerest and tux  £326.0m  £283 5m

5426

5442

The regulated business undertakes the
Group’s water and wastewater operations
in an arca from Cheshire In the south to
Cumbria in the north and froin the Irish
Sea to the Pennines, including the major
conurbations of Liverpool and
Manchester. Its objectives arc to increase
custome- satisfaction and to improve
profuability,

Business perfermance The husiness
performed swrongly in the year in all key
financial areas — cash management,
profitabiliry and controf of capital
expenditure,

Turnover increased by 5.9 per cent to
£729.3 million, despite a decline ¢f 5 per
cent in industrial and commercial
measared consumption, Our charges to
customers are set in accordance with the
price formula agreed with the Director
General of Water Services.

Profit before interest and tax increased
by 15 per cent 20 £326.1 million,
benefiting from our continued efficiency
savings and a reduction in the
restructuring charge 1o £12 million.

% = control of working capital, as well
as improved operating profits, contributed
to a substantial improvement in our
operating cash flow This, together with a
redaction in investmeat expenditure
{dovwn to £423.6 million from £489.6
million in the previous yeasd, has reduced
the net cash outflow 1o £69.3 million from
£189.1 milfien.

Increasing efficiency Since privatisation
we have implemented restruciering
initfatives that have reduced employee
levels by around 25 per cent, During the
year, we continued to take steps to
improve efficiency further.

Independent aralyses of the relative
efficiency of the water companies in
England e "Wales, published hy the
Cffice of Warer Services (Ofwat),
Lighlighted our position as the industry
leaderin efficiency in delivering both
water and wustewater services. Far water,
excluding one-off restmecturing costs, we
were first out of the 32 companies, with
costs 17 per cent below the industry
average. For wastewater, we swere first out
ol the ten wasicwater companies, with
costs 18 per cent below the industry
average.

Our programme of investment in
quality and elficiency is designed to bring
benefits in improved service to customers
and 10 improve productivity.
Sharcholders’ intercsts are safeguarded by
ouragreentent with Ofwat that the
expenditure addirional to that envisaged
at privatisation will cam 2 7 per cent real
rate of retum.

Luting the year, new mvestment
Programme management, procurement,
human resources, financial and
operational management systems wers
introduced. We have alse completed the
new facility for customer services,
training. data processing and laboratory
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services at Lingley Mere, Wartington,
which will bring customer senvice
tmprovements and increased effitiencies.
The Brst group of customer sepvices
employees is already operatioral in the
new facility

The new iaboratory, designed to test
more than three mitlion samples per year,
replaces eight smaller [aboratories around
the region. Most routine testing is
automated using robotics, delivering a
better service at lower costs, A small
laboratory will be retained in Cumbsia to
provide micrabiological services for the
£ar nonth of vur region.

Efficiency and qualitv improvements
will be sustained by continuing to
increase the skills of ouremployees, to
streamline management and to devohe
responsihility throughout the
organisation

Investing {n the North West We have
mvested ovir £2 billion in the North West
of England since 1989 in one of the water
industry’s largest investment programmes.
We have achieved all our required quality
outputs in the five years since
privatisatton. The programme has been
managed o maximise efficiencies in
design, procurement and implemrentation.
During the year, we completed
unpros ements or extensions at sixwater
treatment works, added 180 kilometres ol
new watcr mans. improved 625 kilometees
oof wger mams, improved or extended 21

wastewater treatinent works and added
209 ki'onietres of new sewers.

Trese is still much 10 be done. Our
strategic business plan has been submitted
to the Director General and will form the
basis for our investment prograsnme ¢ver
the ten years from 1995/96. Throughout
this process, we have taken full account of
our consuftations with customers,
emphasising the need to deliver
improvements aimed at meeting
regulatory and legislative standards at an
affordable price. Following the Director
General's price determination in late July
this year, we will be publishinga
document explaining our plans and their
implications for customers’ charges.

We recenily launched our Sea Change
initiative, focusing on our major
programme to clean-up the North West of
England’s bathing waiers. This includes
an interceptor tunnel and wastewater
treatment plant on Lancashire's Fyide
coast, costing £150 million, on which
work commenced during the year. This
project wiil considerably improve the
discharpes to bathing waters between
Blackpool and Fleetwood. In addition,
£100 million is being invested 1o clean up
the bathing waters off the Cumbrian
coast, involving mere than 12 new
wastewater network and treatment
schemes,

{ther projects started included a new
water treatment plant, service resen oir
and mans at Wybersley, at a cost of £30

million, which will improve water quality
io 300,000 people in the Stockport area.
Qur £200 million investment in the
Mersey Estunry improvement programsne
continued Auring the year, with the
completion of four more stages in the
constniction of the 23 kilometre sewer
from Crosby to Speke, intercepting the
outfalts which previously discharged
untreaied wastewater inte the river.

We also completed the new water
treatment plant at Rivington, improving
the water supply to 200,000 people in the
Wigan area, at a cost of £39 miilion.

Considerable progress has thercfore
been made with our investment
programme, contributing to the
environmental improvement of our

region.

Meeting standards 1n delivering these
mamﬁdﬂnamsm. we measire gur
perfonmance against specific regulatory
and legistative standards, In 1993, we
made more than 680,000 mecasurements
of water quality at customers’ tapsand in
the system.

Over 99 per cent of all measurements
made on water samples continued to
exceed quality standards. The quality of
drinking water continues Lo be very geod.
Whilst 100 per cent compliance for all
standards is an ideal, the cost of
eliminating the infrequent failures to meet
non health related standards would be
vt of all proporion 10 . he benefit.
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The quality of effluent being retumed to
rivers and coastal waters continued to
improve. Over 98 per cent of all samples
taken by the National Rivers Authority
complied with discharge conditions.

The results of quality testing, wogether
with othier detailed information, is
supplied to the Drinking Water
Inspectorate, the National Rivers
Authority and local authorities and is
published in our annual drinking water
quality and environmental reports. Our
registers of drinking water quality are
open to public inspection,

Our customers Every day, we defiver
drinking water toand treat and dispose of
wastewater from 2 6 million domestic
houschoids and 200,000 businesses,

Qur cusrent average annual charge for
unmetered hvuscholds for this service is
£182, (he third lowest of all water and
wastewater companies, The avercge
annual charge for England and Wales
is £19

To medt customers’ differiry
circumstances, we have developed amige
of opuons to assist them in settling their bills.

Domestic discunnections have
contuaued to fail te a total of 363 In the
yezz, well below the industry average.

Tht: has been achieved whilst reducing
uatsianding customer accounts at the year
end Fhere are nigorous pracedurcs to
ensure thal customers in cenuine financial
ffcurtes, or who are in special categories

sucit as the elderly, the sick or the
disabled, are not disconnected.

Positive initiatives have improved
customer service performance as
measured by the Director Generzl’s
standards for responding to billing
querics, written complaints and
interruptions to supply. Thic is an area,
Jargely due 10 our specific circumstances
at privatisation, where we heve been
below industry average standards and we
are devoting significant attention to
rectifying this position. For example, we
have begun the phased transizr o7
customer services from numerous
outlying offices to our new customer
services facility. This follows a successiul
pilot scheme dealing with operatic: .
enquiries for 800,000 customers inw..
Stockport area.

Ouremployess The successes we have
achieved relate directly to the hard work
and commitment of our employees, Keyta
this success are our extensive training
programmes. We have conlinued io place
great emphasis on the Importance of all
aspects of training across all jevels of the
businesr,

This commiiment was recognised ina
national training award for our
programme t¢ retrain 350 operations
controliers with appropriate engineering,
scientific and process skills geared to
create greater self-reliance and cfficiency.
Atour invitation, Bolton College

developed 2 national cestificate In water
engineering, which provides us with a
nationally recognised standard for
conirofler training.

A restructuring of our operationz!
manzgement is currently urderway to
create positions of greater manzgement
Tesponsibility based on geographical areas
throughout cur regiun. This management
structure will draw together, under the
control of territorial managers, water and
wastewater responsibilities, hitherto
managed separately.

They will be supporied by improved
information systems and will have the
specific responstbility for geiting close to
the local needs and concerns of the
communrities they serve. We will be
bringing together centrally our capital
project and operational planning,
monitoring and mariagement of
maintenance activides. Overall, this will
result in fewer layers of management and
more devolved responsibility.

Over the year, considerable effort has
been devoted «t ali fevels to improving
safety and conditions at work. Over the
Jast five years, we have achieved a large
reduction in the number of accidonts
recorded and the number of days lostasa
result, leading to 2 Gold Award from the
Royal Society for the Prevention of
Accidents, The bealth and safeiy of
cur employees aad of all those whoare
affected by our vperations continues ta
be a top priority.
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Review of operations: non-regulated businesses

Strong foundation of e
UK experience R O 0 Oper o1 £ X
Major contructy now signed B :
Portfolio of contracts confirms
potential

Building & long-term earnings siveam

North West Water Group is recognised as
one of the major private sector water

and wasiewater enterprises in the world.
Qur particular strengths are based on first
hand experience of privatisation and
regulation and on Gar efficient operations
in the North West of England, safely
delivering water and wastewater services
to seven million people and industry,

Building on this repuiation, North West
Water International markets our
operational capabilities, aiming to expand
the Group's overseas water and wastewaler
operations and thereby secure a long-term,
non-regulated eamings stream.

Ourmain opporiunities are the
increasing infrastructure requiremenis
around the world, stimulated by the
growth of urban populations and the
pressures for higher environmental
standards.

Business performance BRuiiding up the
international business is a long-term
process. Developing, bidding forand
winning a conwract can itself take up to
three years,

Being in its early developsient stage, the
business is not yet a net contributor to
Group carnings, after taking account of
development costs which are prudently
charged to. or provided for in, the profit

presence in key overseas tersitories,
measuring success by sccunng long-term
operating contracts, which can be for up
to 30 years.

Good progress has been made since
privatisation in winning such contracts
and in the yeas we finalised negetiations
and signed contracts for three long-ierm
opportunities in Sydney (Australiz),
Mexico City and Malaysia.

The portfolio of contracts already
secured represents a considerable
achievement and reflects the growing
international reputation of the North
West Water Group.

These contracts will progressively
contribute {o earnings, with the first
impact in 1994/95 following
commencement of operations in
Mcelboume {Australia), in Mexico City
and in Malaysia.

Approach A fundamentai featur= of our
international development is a gisciplined
approach to risk. We seek toakea
long-term interest in operafing contracts,
which is where our particular skiils of
design, management and engineering lie,
and to enter into parinerships with
appropriate overseas enterprises,

North West Water Intemnational has its
¢ vnteam, with the necessary mix 1

Prefitbeforzintoresiand tax £0.6m  £0.9m and loss account (£8.9 million during

{tevelopment costs £5.0m {96m the year).
Our business plan is to initiate and
develop oppontunities and to establisha

engineering, operational, financisland
commercial skills drawn from both within
and outside the water and wasicwater

Avcrageno. ofemployess | 102 51 industry, If van alse call on the substanbial
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know-how of our partners, Transfie!d. Onte the new treatment works is completed later

4111994, we will operate it on 4 25 year contract, suppiying clean water to 300,500 people in Melbourne.

ORStILCION
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'$  Herthogrest Waser Group PAE  Review of opcmations

and varied resouries within ihe Group.
Ourabiity to draw on the experience of
cur UK operations is, in particular, a
competitive advantage.

Qur process compames also work
closely with the international business,
both assisting in design as well as
providing equipment and technology.

Consultancy wark 2nd shorter-term
Sontracts, where ous returns ate derived
from management and engineering
services {szch as the two £15 million
contracts won by Water Engineering in
Macawand the four year £160 million
cantract in Bangkok), enable us io
explore longer-term opportunities in
appropriate territerics.

US Water, which fonns part of our
intemational operztions, has 25 contrcts
for thie operation of 33 municipal and
industrial water and wastewater facilities.
‘This is a valuable plationn 1o devzlop
other long-term opportuniies in the
North “merican market.

Types of projects  Projects currently in
hapd are of three different types: build,
own, opetate and transfer {(BOOT);
services; and privatisations.

The water treatment plants at
MWetboyme and Sydney, Australia, are
exznples of BOOY projects. We have
formed separate joint vantures withan
overseas construction pariner, Transfield.
to divelop these new infrastruciure
projects. The cost of the infrastructure is

predominantly bormne through non-
recourse project finance sscured by the
joint ventures Our partnar brings
construction sector experience and takes
that responsibility. Once the plants have
been built to our spacification, we will
operate them for the next 25 years.
Operational returns from Melboure will
be starting in Jate 1994/93 and from
Sydney in 1995/96.

A services project invelves the
provision of a variety of water and
wastewater related services, eitheralone
or as part cf a joint venture. An example is
the Mexico City project where, together
with vur partners Grupo Gutsa, we will be
providing services to 2.5 million pecple in
Mexico City, a quarter of its population,
over the next ten years. Work has
commenced there and returns from
Mexico will start in 1994/93.

Privatisation projects involve taking
overan existing system from public
ownership into a form of private
enterprise. In this case, we will always be
part of a consoriium. An example of thisis
the Indah Water Konsortium, in Malaysia,
whizh was awarded the contract to L'ke
over, improve and run the counuy's
wastewater systerrs. We have a substanial
interest as exclusive operators over the
next 28 years, Operations commenced
there in Apnl this year in Kuzla Lumpur,
with jfive further areas to be taken over in

Junie, covering ot that stage twe million people.

Returns from Malaysia will start in 1994-95,
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Beview of operations: non-regulated businesses

hificult marcket conditions in
Norik America

Gouod performance in the UK and
Cermany

Produtt enes and manufacivring
being ratinmalised

Bostor Ha:Four clean-up heads
newW Projects

3 -

- Gaograstici¥origin 1934

Qur process companices, acquired over the
tast four years, all operate as market
leaders in their felds. The technologies
they have brought to the Group are
fundamenial to efficient water and
wastewater solutions.

They include chemical feed and
disinfection systems (Wallace & Tiernan),
wastewater treatment equipment
{Envirex), water treatment technology
fGencral Filter) and sludge dewatering
and handling systems {Edwards & jones).
Water Engineering and Jones
Environmental operate in the process
comracting field. Asdor supplies specialist
pumping and dewatering equipment to
the North American market; and
Consolidated Electric designs and
manufactures automatic control
instrumentation.

These solutions and products are
increasingly being used in our cperations
in the UK, as well as coniributing to the
designs and specifications offered by
North West Water International. The
prosess comnpanies benefit from this close
contact with our operadonal aciivities, in
pariicular in product development,
Equally, the regulated business and
international nperations benefit from the
direct access within the Group to
innovative process expertise,

The process companies, principally
based in North America, the UK and
Germany and serving municipal,
industrial and privatised water and

wastewaier markets, now reprasent
intermationally one of the largest single
groups supplving those markets.

Bustiness performance The procass
businesses contributed £8.8 million

to profit before interest and tax,
substantially down on the previous vear's
£19.7 million. Whilst the results overall
were not satisfaciory, there were some
strong performances amongst the
individual companies, particutarly from
Wallace & Tiernan and Edwards & Jones
in the UK and Germany and from
General Filter and Consolidated Erectric
in the US.

Envirex and Wallace & Tiemnan
encountered diffcult market conditions
in North America, where the industiy
generally has suffered frem postponement
of municipal orders and the delay in the
1S budget zpproval. Their reduced
contribution to profit before interest and
12x has substantially affected the overall
process results.

The process businesses have entered
1994/95 with 2 lower cost base and with
an improved order position, up from £96
million to £112 millien. and we believe
the outlook for this vear to be more
encouraging.

Manufacturing efficiencies and new
projecis During the year, goo ] progress
was made towards our sbjective of
achieving increased manufacturing and
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diaphragm plates from which the water is then Zache ged. They are used in cur operatrons in the North

equipment for ramoving, water from sfudge. Thess silter ressas can exert 600 tonnes of pressure on the
Vet of England and exported to Europe, Norty Arerica and the Far East,

Process soiutions: Edwat ds & Jones are market leaders in the design and manufacture of systems and
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Financtal review
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perpetuity and therefore are noi depreciated,
152 concept umgue 10 the water industry
The infrastructure renewals chargewo
miliniain these assets {£62 S million
onmpared with £63.0 miibon inthe
previous years has a matenal effect on
profitability Qurapproach, which we
bebieve to be prudent, results in the
anauat charge to the profit and loss
account bemng broadiy equivalent to the
Casfrspent

Treasury management and cash position
Fifective management of the debtanising
From the regulated business’ investnient
rrprame is 5 oot featuce of the
Lroup's finam G posiion We willhavea
TOGULTEmEnt Gher the cosing years 1o
razsé a stubstantial amount of deht, which
wgevitably widl lead to hugher geaning The
Ehre ter Geperal of Water Sepvices has
pruman, duty to ensure that ur Chasgss @
Loaremess enable the regulated business
fsfnyrie s hunnons We therefure view
cur o ing dobt positien as sustamnable
LA7a L3y wheTl Set agaansk our uperaling
Laesfew

Funding sources and yzaturity The
Group has continued to benefit from its
tong standing relationship with the
European Investinent Bank ¢EIB). During
the year. EIB provided £50.0 miilion of
new long-ter™ loans bringing its total
financing up to £370 0 milfion.

Long.term finance leases provide
another source of atiractive funding under
which our lenders beneit from tax
alipwanies and in returm provide vs with
cost effective finance; £58.1 miltion
addnienalYease Enance was raised
dunag the year bringing the total ty
£197 T miilion.

The majority of the Group's funding
matures afler more than five years,
refecting the fong Jife of assets i the

regu.ated business. Subject to availability
and cost, the Group will continue 1o
match, as much as possible, the maviriiy
of its funding with the underlying assets.

Interest rale management and foreign
exchange The Group's net interest
charge rose during the year by
£11.7 million to £52.8 million. This
resulted mainly from the full year impact
of the previpus year’s borrowings, with
net debt at the year end having increased
by only £25 7 million {10 £560.3 millron?,
As borrowings for the regulated
busingss increase, managemend i the
Group’s interest rate exposure becomes
increasingly important. Our policy is te
remove the impact of inte-ed rate
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The environment and the community
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Mogh West of England which will be
opea for organised visits between Apnl
amd Ocrober each year

Envirsnmental improvement Ourwater
and wastewaier pperations are a vital
ciement in the cantinued well-being of the
cemmunitics in which we work

In our day to day operations, we
cvntinued to work to safeguard peblic
health through the gquality of our water, to
play sur part to safeguard the
eavitonment from pollution, to operafc all
our facilities to high standards and 10
aEmmIse nuisance to our neighbours,

Through our substantial v estment
programme i1 the Nerth West of England,
axd mercatingly elsewhere isthe world as
we develup our mternationai cperations,
we are working to improve the personal
azd general ensroame 11s of our
wastumers by improving donkmg water
Guality cmproviag the infrastructure and
cleamngugwateroptines and coastal waters

Trsprogramme s bunpeg both
crvronrenfal benefs and emploamiont

to the Northi West of England. We consuit
communities from the outset about their
particular local schemes, involving the
local authonties, residents’ groups,
environmental organisations and other
interested parties,

Concemn for the local environment is
an integral part of our design and
construction processes, In the Lake
Disrict, for example, we have completed
a water treamment works at Ennerdale,
sympaihetically built 1o look likea
traditional lakeland larmhouse.

Community leadership \We support and
promote community development and
good citizenship through the active and
extensive involvemens of our emplovees
in community action and through our
membership of Business in the
Community tfor whom we provide a
regional base), the Community
Development Foundation, the North West
Business Leadership Team, Inward, the
North West Chambers of Commerce
Association and the Duke of Edinburgh’s
Award Scheae Charter for Business

In 1993, we sponsored the UK
goverrment's Pastnerships for Change
vonference in Manchester, the successor
tes the Farth Summit in Rro de faneiro.

Conscovalion, access and recreation
Our substantial operat:onal landholdings
w the Morth West of England also bring
partziuter bencfits for the comemumty and

the quality of life for thosz Yiving and
working in or visiting the region. We are
members of the Corporate Forum for
Natdonal Patks and have strong links with
the Grounawork Trusts, the British Trust
for Conservation Volunteers {(BTCV) and
the Wildlife Trusts for Cheshire, Cuombria,
Derbyshire and Lancashire. We are
advised by an independent conmmittee of
experts in conservation, access and
recreation,

Awide range of activities takes nlace on
onr walers, including angling, satling and
waterskiing. Our land is used for jogging,
fell-running, cycling, otienteering, horse
riding and many other forms of organised
and casual recreation. Two-thirds of our
168 supply reservoirs are used for
watersports.

We continur to provide and improve
facilittes for peop's with disabilities, such
as the trail for the visually impaired at
Worthington Lakes and the trail for
disabled horse riders at Hurstwood, near
Burmley.

\Ve pravide sites for nature reserves,

nanaged by such bodies as the Royal
Saciety for the Protection of Birds, and
have spensored imponant wildlife
resea: th projects.

We cantinue to fund BTCV, who
provide us with some 6.000 work-days
each year on such projoects as the cication
and restoration of footpatk. fences,
hedges and drystone wails, and work on
ponds and woodiande,
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Worksng together: our support for the env ranment and the commun,
forms 1. Ouwr educat.onal classroom: at Woethington Lakes helps ¢




£ Merth\sestWatar Groug FLC

Board of directors

Execautive directors

Sir Desmond Pitcher (age 59)

Chatrman

Chairman of the Merseyside Development
Corporation and 2 non-executive director
of Naikonal Westminsier Bank. Formerly
group chief executive of The Littlewoods
Onganisation, and managing director of
Plessey Telecommunications and Office
Systems and of British Leyland (truck and
bus division}.

Brian Staples (age 49)

Chief Executive

Formerly chief executive of Tarmac
Construction and previously managing
director of Tarmac Construction.

Robert Ferguson (age 51)

Grotp Finance Direcior

Formesly deputy managing directorand
previously finance director of North Wast
Water Limited

Derck Green tage 54

Managing Director of

North Vest Water Limieed

A non oxecutive direcior ol Graham
Group. Furmetly Aggreyates Group chief
exevutine of BTR. Previnusly with AMEC
and Fazrcfough Building,

Non-executive directors

Clare Bolton {age 42)
A tax pastner in Ceopers & Lybrand,

Eric Clark (age 39)

Chairman and managing director of BICC
Cables, a director of the Merseyside
Devetopment Corporationand a
non-executiv. director of the Dana
Corperation. Formerly managing director
of Plessey Telecommunications and Office
Systems,

DrRodney Leach {(age 62}

Cheirman of the Audii Conmmittee
Formerly a partner in McKinsey &
Company, an executive director of P&O,
and chief executive and managing director
of VSEL.

Sir Peter Middleton {age 60)

Chairman of Barclays BZW division,
deputy chairman of Barclays Bank, 2 non-
executive director of Bass and of General
Aecident and 2 member of the UK
Advisory Board of the National Economic
Research Associates. Formerly Permanent
Secretary to HM Treasury.

Alan Pendleton {age 65)

A non-executive director of Independent
British Heelthcare and of Nord Anglia
Education, Formerly managing director of
West's Group Intemational and a director
of Tilbury Group.

Frank Sanderson (age 67)

Chairman of the

Remuneration Commiittee

Chairman of Acumen Technologies.
Formerly divisional managing director
water engineering division) of Babcock
International.
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3 Merth WeartWatsr Grsp PLC

Directors’ report

Principalactivities Nerth West Water Group is yngreed in the planning, design,
sagiasering, manufocture, eonstraciion and operation of water and wastewater systems
sl pquiiprvgnt s the United Kingdom and oversess.

The mein opermiing subsidiary in the Group, Nonh 'Vest Water Limited, Folds
Agzeintmants as water and sewerage undertakers unider the Water Industry Act 1991 to
previde water supply and sewermge services in the Neath West of England. It s this part of
e Group’y brsiness which i subject 1o formal guality 2nd economic regulation uner the
movisions.ef vhe 1991 Aet.

The Grotsp as other subsidiary undenakings bared in Australia, Canzda, Germany,
levkanid, Malageta, Menies, The Netherfands, the United Kingdom and the United States of
Anmrienand fcilivies in Brmail, Hong Kongand Thailand.

Operations.and finance  The review of operatiyns and financial performance to be read
In eondungibon with this repart, apponrs on pages 6 to 19.

Profitand dvidends The results for the year, set out in the conselidated profit and icss
Roaount 675 gage 36, show a profit on ordinary activities before tax of £269.0 mullion (1995~
F#17 t millidp), aficr makipya restructuring ¢harge of £12.0 million (1993 ~ £36.0 miltun).
Afvor & oty sharge of £8.7 milllon (1593~ £24.8 millien), the profit for the year
aseclnible o ordinacy shareholders was £460.3 millicn and the retained profit of £174.2
mitfor wod wansforred (o reserves. ’ ,

The diresiyrs rvcommend a finaf dividend on the ordinary shares of 15.40p per shaie for
¥ youe 36 3E Maroh 1954 for payment o1t 3 Octsber 1994 to shareholders on the register
46 %e akood of businey. « 1 16 June 1994, This dividend, together with the interim dividend
of 7 67 pur vhaog puid on & April 1994, makes a total dividend for the year of 23.07p per
shiaoe, an mnodent -of 7 & pec cent over the dividend per ordinary share for 1993.

Shure dividend plare  The dicoctors have agreed to tmplement the share dividend plan for
e 2094 fiowed dividond.

Encler the plurr, thie disectors offeced shareholdess in respect of the 1994 interim
dreidwmad Wi abteraatees of inking dividends ia the form of shares in the cumpany inste1d of
eosli. The eller wos well received with some 52 per cent of shareholders electing to reciive
Saarew sstond ol vamtt avd 3 lotal of 453,627 ordimary shares of £1 each fully paid were
wilotied Yo Whery SCrie 4 £ 900 sharehokders have now made continuing elections,

Enharisnd sorly dividend  As suthoriset at the 1993 annual proersd meciing. the direclors
wlfwred sicreliohivrs: 2 et alterrwiive 10 the 1993 Soal cesh dividend, an enhanced serip
dtverchenad snuey -t 1o derislened of 21 405p per otdinary shace. represcnting 50 per ent
Mretense over e eusli dividend Acceptances im resgect of more then 90 pet cesit of the

company’s issued share capital were received and some £59.6 million cask retained to
support the Group’s business. A total of 14,889,650 ordinary shares of £1 each fully paid
were allotted to the shareholders who elected to receive shares instead of cash.

Fixed assets Changes in tangible fived assets during the year are shown in note 11 to the
accouats.

Share capital Details of the company’s share capital are set out in note 21 to the
accounts. Since 31 March 1594, 16,565 shares hav= been allotted on the exercise of options
arid 444,627 shares were issued on 6 April 1994 2753z woim the operation of the share
dividend plan for the 1994 interim dividend. At 9 June 1994, ths company’s issued share
capital, credited as fully paid, was £373,357,699 divided into 373,357,698 ordinayy shares
and the special share. .

The directors have a general awthority to allot shares given by speciat resolution passed
on 20 November 1989 and valid until 19 November 1994. An ordinary resolution
{resolution 8) will be proposed at the annual general meeting {o renew that autherity fora
further five years, expiring on 21 July 1999. This resolution would give the direstors
authority to allot a totat of 101,642.302 ordinary shares of £1 each, which represents 27.22
per cent of the issued ordinary shase capital of the company. Save for the allotment of
ordinary shares in connection with the share dividend plan and the valid exercise of
options granted under the terms of the company’s share option schemes, the directors have
no present intentan of exercising this cuthority.

A special resolution {resolutiun 9) will be proposed at the anmual general meeting to
renew for a period of 15 morths or, if earlier, until the conclusion ,omz/_n 1995 annuat
general meeting the directors’ power to allot shares for cash othery™. . pro rata to existing
shareholdings. If passed 2 the meeting, the resolution wiil facilitate tiie making of any
rights or other issue of shares and will also empower the directors to issuc shares, for cash,
up 10 18,667,000 ordinary shares being 5 per cent of the issued ordinary share capital. The
direcie s believe it is in the interests of shareholders that the directors should be given this
limited authority, providing them with a prudent measurc of flexibility to act in the
company’s interests.

Thecompany is not a close company within the meaning of the Income and Corporation
Taxes Act 1988,

Rescarch gnd development  Using the skilis and expertise developed within the regulated
and process businesses, the Group, through its research and development teams and
Facilities, is secking ways 6 improve exSsting and to develop new cost effective and
practical water and wastewater processes and preducts, which will benefit customers and
the commuenities in which the Group works around the world.
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Consolidated profit and loss account

Balance sheets

mm e wan S AR A R o o £

1994 15933
Pt et e M e e L B fea a
Toevsaver 2 9242 8779
Netopemongcoss 3 (6005) (589.7}
@perating proift 2 3237 288.2
Save af losssx of asseciatod underiaking 2 (19; -
Nt serust pogeble o 7 (528) 4L
Profit on oridinary astivities before taxation 269.0 247.1
g o prolie oa ngﬂacﬁwv § (8.7 (24.8)
Profft for fimuncial geur 260.3 2223
Dlevicionighe 9  (85.1) (76.5)
Transfer [o roserves 2 1742 145.8
Bienenge por shre et basis 10 70.8 6237
i busis 10 728 684p

Pra vt o Wit Jv 0 4 Koot paart oo tve st a4 1 vmacty

gog

Grovp Company
13 1695 1994 1993
At 31 March 1954 Note im in £m [
Fixed assets S
Tangible assets 1} 2,834.8 25623 2.1 4.1
Investments 12 50 1.6 I,2143 12029
28598 25659 11,2164 12070
Current assels
Siocks 13 380 38.1 - -
Debtors 4 219.5 2285 175.0 1003
Investments 15 2323 15435 2.7 -
Cash at bank and in hand 17.4 297 - 14.3
5373 451.2 177.7 1146
Creditors: amounts falling due
within one year 16 {467.6) (432.9) {219.8) (19i.0)
Nei current assets/(liabilities) 39.7 18.3 #2764
Tetal assets less current liabilities 2,6005 25822 1,1743 11,1306
Creditors: amounts falling due after
more than one year 17 (787.7) (674.2) (626) (62.6)
Provisions for liabilities and charges 19 (60.7) (73.7) (3.9) (5.2)
2,051.1 18343 11078 10628
Capital and reserves o
Called up share capital -23 3729 3576 5729 3576
Share premium account 21 0.5 11 05 1.1
Profit and loss account 22 1,6777 14756 FEsE 704.1
20511 18343 1107.8 10623

Sir Desmond Pilcher
Chairman
ggsgﬁﬁwniiiglg

:%a on 10 June 1994 and signed on its behalf by
_

nce Director
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W North et Water Group PLL

Notes to the accounts continued

11 Vised auset investments
Tnwostmenda heki ze Fxed aseets nre stated af cost Jess amounts written off.

2 Segriental information

‘Furnover profit before interest and tax and net operating assets for each class of business

My Currentasset invesiments and by geographical origin are:
£oerens aafc] meestments i extermolly managed Latrrest bearing funds are stated at et oot et operating
» g *
omeicad vadie Turpover inlerest and tax ﬁ 033
E m«wﬁ@rﬁ nﬂ” nwh@au. ~Wﬂ“ —ww uﬁ 1 ol
Speron ace sinted at cost fess 21y grovision necessary 1o recognise damage and -
ohsolesernce By business area:
Long Merm soweract work w1 progress is stated at cost, net of amounts transferred to cost Regulaied business 7203 6887 5261 2835 27047 24526
of sales, after daducting payments reteived in advance and making provision for Process businesses 1845 1327 88 197 71.2 781
foresqoabic losscs. Interational operations 35 33 06 09 18 02
?Eﬂqgﬁagaﬂgvﬂﬂamﬁnﬂ& N.ﬂn.wvﬂ _Qefoﬂ—- dﬂﬂaﬂ ﬂ—‘—nm net ﬂg._mmﬂnuwm ogﬂﬂbnﬂminmﬂm m.@ 3.2 Am.ﬂw ﬁm-“ww AM!WV Eu
e ind inekude approprints production overheads.
£ Pesnsions Non-regulated activides 1940 1892 3.7 143 69.7 75.8
Most of she Croug’s employe = belong to pension schemes which provide for defined International development costs _ - (8.0} (9.6) (2.3) (1.5)
bomefis based on Gnal pensic..able pay. Pension costs are charged against profits over the :
sstmutyd remmiaing servics Hves of empioyees. Group total 924.2 87719 3213 2882 27721 25269
Driadls of pension arrangements and funding ire set out in note By geographical arigin:
iy Forelgr eurrency United Kingdom 771.6 7247 3180 2816 12,7095 24631
O aonsohdation, the balance sheels of overseas subsidiary undertakings are translated Europe 239 243 33 39 38 47
wse seriing it snahunge rates apphicable at the year end. The Edmﬂ and foss accounts are The Americas 1106 1226 (0.9) 6.0 48.8 56.5
it xF it sierhng .ugﬁ the average rate. Differences arising from the application of Rest of the world 18.1 63 1.4 {3.3) 10.¢ 2.6
shiw ainsityg e S0 opeting Ret assets, offse’ by translation differences on foreign currency -
Yoans whagk Rrnee mvestmends in overseas subsidiary undertakings, together with Group total 9242 8779 3218 2882 2,7721 25269

it

m

dilfercisos botwroen profiis avkd losses translated = average rates and at closing rates, are
reconbad ds & sveTYent W resaTves.

Deferred taxation
wg.s 5 5& for deferrasd taxation where a Bability s 8&&2& likely to arise in the

Assediuted undortakings

Fhe agproprinte shade of the results of associated Lndertakings are recognised in the
comvohdniedl acteunss where the dhrectors consider that the Group is in 2 position to exert
ugadicant mifuenoe oent the sssociied underlaking.

(i) Thesegmenial analycis by business area has changed in 1994 to reflect the current
management of busitiess activities. The 1993 analysis has been re-stated accordingly.

(ii} Profit before interest and tax comprises operating profit zrnounting to £325.7 million
{1993 - £288.2 million) and share of losses of associated underiaking £1.9 million
(1993 - nilj. The £1.9 million represents the Group's share of international
development costs charged in Agua de Mexico SA de CV.

{iif) Intra-Group sales amounting 10 £13.2 miliion (1993 ~ £14.9 million) have been
climinated in arriving at the segmentat analysis of turnover, These sales are primarily
within the process businesses and from that business area to the regulated business.

{iv} Ihe geographical destination of turnover does not differ materially from the
geographical origin analysis above.

{v) Nect operating assets comprise fixed asseis and net current assets excluding net
borrowings, investments, taxation and dividends.




-padueysun sUiEmA JUno33E 5s0] pue Woid 0) 38regD WU SY T "SEML0II ANPNG S
pue SAWas [erdes a3 $a31eyaal 31024 §1502 sS0I8 AR 0w NS 03 JApIG ar
$661 YL JURSISHOD SISBQ © Q) PAIEIS-2I Ha3q SBY £66T 10] 51500 20koydiss jo s1shfete L,

‘wiopSury payuL 23 0 Paje;aE {UONIW [°63 ~ £661) YOI 0° T3 YoIYm JO “(Unnii €63
= ¢ 66T UONTIUT [*1F 210/ PEGT UL SOIAISS JIpHR-UOU J0] SSAMILINIEA, 32134 O sjgefed s3]

£2 00 W8 TG 104 2 SUHOTURLTE nowudd ITTIAIP DARNDIND 1 JO SRR YL, £ 688 5009 $1503 3uierado [Eio),
l00C'9TT - €661} 1'6EC yeze .
DS TTT 0% PIRIOUIE DTS 11 0 10985 1y puny wogsuad 2t m SUOKNYEIUOI AL ;
00 SO D% 152 IceITLImES KN OP SHIIAND IAMIDVLS-UOU | "Posojdud tmded ﬁmuwn Hw.muﬁ Awwmmwwnnﬁw.ﬂhw%
W LIRS 30 355 IO 1L SAVAIIUL M) DI04, JWONIS SNLOG PRIRL uRLIoRd oz ot S3mpNG pue puEi-
SIS JANTNS AT JOF ISTIHAROD) UOREIDUNWIY Y2 Aq 195 BLLD SY |, “SIUAHWIRNUI o e + fomyaeu uwm.ﬁmﬁ 30 2mi-
uovesd pus suondo amys ‘shuog Yreges STDR P SIOPANE 24NN JO uRwfojduwd - sosta] faneradQ
R SHOUIDUL; PHE SHLIOL TR I S0P .Eom__aa«sa: putosed uspe Sijapads - oL Jusmdopasp pre Yareassy
WRPRCIOpIC T PUE LNIOSAP JAENIN- pou Flstrlineg] aTNUI0D) UOHIAMUWRY 3Y], ¥0 o VONBIAUNEIRY SIOHPRY
spogngquiuod | VI TLOY S2{QRUINSUA] NUF S{RUALUL MTY
w3 DO G PO WSS pegrpd soustuoped &1L 403 000'95T ‘SIgaTaq axqeNE) £681 0g61 51302 Junerado sayio pue sojel Klouy
perw Areges Jo5 000 66:£F 03 Porsmoe sopaxp pred a1y 943 JO SITRWAJOWE IY) *C66T Ul 100 Bunerado 2430
9 5 , PRJE[ LBULIOHR]
(%71 97 S1eudq fjquxR pue Lie[es (133 879 amypradxd SEMIUII JIMINNSRIUY
] .mmg__\u pred woudig 20 #6617 U 'pue) tenLByD YL,
e L0z 1 S vag £19
o0t 1% SHOHNQUILOD UOISUS] 1's oL $3$03[ 2OURUY JApun pRY 3“&% paxid
il sst PERI 3IUTTLOHA €05 €09 §1255% paxT PAuM(y
 *4 & s ruoneRardag
61 312 ngNIIG {GENT) PUB SILR[ES
ﬂM "ﬁﬂ asel GLFT
’ T T e —— e o TH ('8} SEMIUDT 2INONNSRGUY
SITJLEN]CULD SIOJIVT A
! P 5 (1o (+9¢) sowayds epdeD
- e e mm - . S8 Lol
1 % 2 s - e
] e ————t e e e i zZel /€T {¢g 210u) SuORnGUIU0D RoIsUId
30 (1] 121G 0381 €81 ~ S1S02 A1uNISS [RI00S
It &t IQRAIINM 1L N L84 9091 SILIBRS PUE 35U
o F51 siasen paxy Jo odsip Lo oy 31902 2h6]d g
-y ,ln. o T e T wy Wy - -
K} Foht 1.3 51

e e — —

WO MO ¢ 51502 Sunjriado 15N




R HerrhWertWater Groujt PLC

Notes {o the accounts continued

% Dirsctory’ emoluments contoved

Emolaments. o kiding. pension contributizog) of directors of the company were within

1994 1993
S . Humber Jllvl.nh
560t 000 2 -
o0t IREG - 2
15008 20.000 2 2
00 5000 1 -
45001 000 1 -
W01 50,000 - 1
001 - 55000 1 1
1.401 - 66.900 - 1
E2.001- G500 - 1
95 001 HOH60 - 1
HO00E F17.000 1 -
130,005 1 2% 000 - 1
140,091 - 1L B00 b -
B 007 - 135 900 - 1
PREO0E- 1Y 1 -
ZI0.0UL - Tir 000 1 -
V001 340 000 - 1
Tindal 1000 - 1
IML00T 340,006 1 -

A § e mea

Dot the youe My K 2 Thian, the previous chiel executive, feft the compeny. Mr Thian
nuek 1 service contract wil: the compuny Sermirable by the company on three years® notice.
‘The compeny hus sgread i pay to Mr Thian &3 compensation for loss of officean amount
agprommputely equrvtident to one your's safary sod other benefits. This amount was
£ Y06 00, winch w subiect Yo deduction of Lax, and includes a sum of £60,000 in respect of
Mv Theto § penswni screnmements

Follerwmg the fermnation of Mr Thaas's employment with the company, the directors
oo tr e cotmreing options to sulacribe boe 137,000 ordinary sheres which had been
Pouriee 1o i e 19OG undler the evautire option schewie as follows:

Yo od Eattosepone
e At dophen L Crhemyswes _rham
W Jncure o0 1437 278.0p
* Decemor 1000 E5.250 3155p

Options 10 subscribe for erdinary shares granted subsequently under the executive
option scheme and options granted wider the employee sharesave schenie o MrThian
tapsed ¢n termination of his employmen{ with the company.

At 31 March, the directors and thelr immediate families had the following interesis, all of
which were beneficial interesis, in the company’s ordinary shares and opticns to subseribe
for ordinary shares. The non-executive directors are not eligible to be granted options to
purchase fully paid ordinary shares under the employee sharesave scheme oz the executive
oplion scheme (described in note 215.

194 1993 or o appomiment
Sharc options Slkezreoptons
E e Employee " il

Ordinary option  sharesave Ordinary option  sharcsave

shares schieme scheme shares. scherne Fchome

Sir Desmond Pitcher 5369 216,450 3,787 35,228 - -
A M Dean {i) 5000 57,250 6,720 5,000 57230 8,720
R j Ferguson 13,240 79,959 8,824 17240 54999 8,824
D Green 1,046 163,250 4,742 1,060 147,750 4,744
Mzss M C Bolton 2,187 - - 2,091 - -
E Clark 4,852 - - 4,620 - -
DrR Leach 10,951 - - 10470 - -
Sir Peter Middleton (ii) - - - - - -
A G Pendiston 5,230 - - 5,000 - -
¥ Sanderson 4,018 - - 4702 - —

Further details of directors’ options to subscribe for ordinary shares, including details of
options granted to and exercised by directors during the year, are as foliows:

Shase
ophons  Opbors Optons
asx ganted  Exerope exercised
JiMarch darmg  price Fieydute Lax daie drirg
1993 theyesr pershare  exermuable oxrcisable 1) the yoar
Employee sharesave
scheme
Sir Desmond Pitcher ~ 3,787 4555p I1March1999 31 August 1999 -
A M Dean (i} 6,720 -~ 279.0p 1 February 1997 31 July 1997 -
RJ Ferguson 6,136 - 1760p 1March1995 31 August 1955 -
2,638 =  2790p 1Februmv 1997 31July 1097 -
D Green 4,744 ~ 3820p 1Februaryi%08 31July 1998 -
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Notes ro the accounts continued

8 Taxusiion, Dividends
1934 1993 1954 1933
. P [ —— P, M.i £ £ Bm
LUK sorpornimon tnx af 35% - - Interim dividend of 7.67 pence {1993 - 7.13 pence) 28.6 255
Crvarsons dir 14 24 Final dividend of 15.40 pence recommended
Larshavad adumce corporntion 1ax 20.7 21.9 {1993 ~ 14.27 pence) 5375 51.0
2.1 245 86.1 765
Nosluretian b poior your sdvance curporation tax arisi
Irom Sve mﬁﬁano%””ﬁ %ﬁﬁnﬁM e 134 . Provision is made for proposed final dividends and the related advance corporation tax
S e s ke el e payable on the basis that the dividends will be fuily settled in cash. The adjustments
8.7 24.8 required to reflect the take-up of dividends in the form of new shares are accounted forin

o T o

Fem LE wax obiy or charge nnses because of the tax slfowances on the transfer of
wssumisinted copad &7 iure from ihe predecessor Authority and on expenditare
wietered sofsauenaly.

Ihw deferrest tax asset of £0 2 million (1993 - £5.8 million) included in debtors in the
Crewg decounts jnote 14) comprises £1 1 million (1993 - £6.8 million) relating to fair value
adion Tignie i respoct of acquired oversens subsidiary undertakings, offset by £0.9 million
{159% - 2§ O million) of deferred tax fisbifities,

the subscquent financial year.

Earnings per share )

1991 1993
Net basis: -
Profit fr financiai year atiributable to ordinary
sharcholders £2603m £2223m
Eamings per ordinary sharc 70.8p 623p
Nit basis:
Prufit on ordinary activities afier the elimination of the
cliarge for unrelieved advance corporation tax £267.6m £2442m
Eamings per ordinary share 72.8p 683p

Yive Ak porentiat deferrrd tax hability is.
Kaceturmimd trix alfowances on buddings, plant and
sqpprent 352.4 2779
giivs.#nﬁﬁ dilferences - (104.3} £59.9)
288.1 2i8.0
Aavancy corporntion tix recovernbic . ‘ (B6.5) {79.2)
. 2016 1388

“o defarred Wy seset o rpa%u anses in the comparny's accounts.
“en grwbon s pinde for texaton m respect of habalities which might arise on the
debihitron of rnmes reidened Grersens

Eamnings per ordinary share on the net basis has been calculated by dividing profit for the
firancial year attributable to ordinary shareholders by 367.7 million, being the weighted
average number of shares in issuc dudng the year (1995 — 356.6 milion).

Earnings per ordinary share on the nil basis is caleulated by eliminating the taxation
cuarge of £7.3 miltion {1993 - £21.9 milfion) in res-2ct of unrelieved advance cotporation
1ax net of the adjustment arising from the enhancea scrip dividend.

Therwould be no significant dilution of eamings per ordinary share if the outstanding
share options were exercised,
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Notes to the accounts continued

Bt Tangiblefixed assets contioued 12 Fixed asset investments 3
Postures, vstmeosia Other +
Itings, amocated undertakings  bricitments Total f &
- tocks and Grotip In ™ m E
Yumpany —— N . £ Cost: . =
oot ; T ALLApril 1993 0.3 11 16 &3
Additions 51 0.2 53 B %
k_ _Sg pods res , m.mv Share of losses 19 - w9
Additons N 16  At31Marchioss - 37 13 50
At 31 Meeck w,wm.m. ’ ) 24 The investments in associated undertakings represent the Group’s share of net assers and
Doprecition: o relate principally to internationel operations.
A0 Apoik 1005 > 09 - —
Tiwborr- gt temafiors o (0.8) sebsidiary undeisbings oSt Towd
Change forihe yoae 02 Company fm . fm fm
NG 3T Mavel 1954 ‘ . 03 Cost: i
——— s e At1 Aprii 1993 1,202.6 03 12029
Nt boak wilue: . Additions 214 - 114
At 3T Moeok: 1994 2.1 - -
i o - Af31 March 1904 1,214.0 03 12143
Ak 51 Marels: 1993, 4.1 X . N - .
o e s The company increased it investraent in, and acquired, several existing subsidiary

undertakings as per of an ongoing Group jegal restructuring programme.
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MNotes to the accounts continued

Linoks 153 Current assefinvestments
Croup Greoup Comypany
1954 933 . 19% 1993 1994 1993
o e o ] fm £m i Em s
Sioms 101 9.3 Manzged funds and short term deposits 2296 1545 - -
Work i poogress 8.1 80 Otk urrelu asset investments 2, - 2.7 -
gads aod goods for resefe 19.8 20.8 -
S e B e e etk T ——— - 23235 1545 27 -
38.0 38.1
Debiore 16 Creditors: amounts falling due within one year
g .t e & Coapay
Geovp Compeny N 1954 o 1993 1994 1993
1994 1953 1994 1993 £ £ £m £m
. fm In i
R ot iy - Loans 0.9 17 _ —
ha—asﬁ- Inkiwg due within one yoar 139,10 1832 Bank gverdrafts and temporary barrowings 439 52.8 - 13.0
Teade dxbinrs . Ny " N Trade creditors 458 44.5 - -
Amourne wiied hy Group undentakings - - 174.1 9.7, Amounts owed to Group undestakings - - 104.0 0.0
Ot dobiors 135 161 - - o
. Obligations under finance leases 72 7.6 - -
Fropogments and sccruod incotie 53.0 35.3 0.5 0.6 Dividends propos=d and payable 861 510 86.1 510
Indrastruanre renewads prepayinent 54 9.1 - - Other creditors 5.0 60 ~ _
Apnoants recorerable under contracts 20 6.3 - ~ Taxati d social sty 6.0 63
o { Py 0.2 i1 _ _ on and social security X - -
mn..._z v ) :c._n‘ R : Accrualiand deferred income 2540 2402 9.0 15.0
2112 2131 1750 100.3 Advance corporation tax payable 20.7 28 20.7 220
Avounts Sebteog due ahier mote than one year- - 467.6 4329 2198 1910
Axmouerks rwed by associebed undertaking - 0.3 - -
gn&cﬁ”ﬂw 8 m...u. -Mw " ~ 17 Creditors: amounts falling due after more than one year
e e -
8.4 15.8 - - 1994 1993 190 1933
o ottt I = £m 1] £m om
Do 196 228 175.0 1003
Toiul de 2 ? ~  Loans 5648 5138 €26 626
Qbligations under finance leases 199.5 1429 - -
Other creditors 9.6 104 - -
Deferred grants and contributions {note 18) 228 7.1 - -
787.7 674.2 62.6 6206
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Notes to mnm. accounts continued

I Cullodmpsherscapito) and share premivm accounts eontimued

The nsowements o5 the allotted and fully paid share capita) and the share premitm

The company has twe share opiion schemes - an employee sharesave scheme available
ta all eligible employees und an executive share option scheme for executive directors and

JOSOUM WS . -+ .Senior managers. ‘rhe former is based on SAYE contracis with options uxercisablewithina
, six month period from the conclusion of a five or seven year period as appropriate fromthe
S capial s dateof grant. Options under the latter scheme are exercisable in a period beginning no
Shares adlias. m o/ ecarierthan three years (five years for discounied options) and ending no later then ten
_+“szars from the date of grant. Options ouistanding under the two share option schemes at
At § April 1595 357.6 5576 Li ﬁm~ March, together with their exercise prices and dutes were:
lesuod soder share uption schemies 04 07 . i ?
feoniod e of ensh dividends 149 14.9 - Optioa Noomal dates
Share lsnc L ose - - Q3 o i iva ol exerdse
. i . - Rmployee sharesave 2,534,610 2,667,538,  176.0p 1993 0r 1997
As3E Manes 004 . 3729 3129 95 1128421 121665 2525p  19960r1598
448,573 ovdfinacy shaves wore alfstted during the year ended 31 March 1994 fellowing nﬂw.mfwm N.Wummww m%mm w%w oq%
e eusreise of opticns u accordance with the rules of the emplogee shareszve scheme and o1 2075 e McmHmu 1999 M.n. 2001
e eveamdve showe option scleme for 4 total consideration of £1.1 million. . . ) * — P -
) . " . . Executive share option 66,000 223,500 278.0p 1993 to 2000
L B 3993, 14,889,650 ordinary shares were issued to ordinary shareholders who = =
g . .. 36,800 35,800 286.5p 1993 1o 2000
eheatad i resaive shases in lieu of cash for the 1993 final dividend. iafuigel
h 4 - 159,150 285,400 315.5p 1993 to 20X
T special righax redzemabie preference share is redeemable at par at the request cf the . 54,500 54500 330.0p  1994t02001
gﬂmlﬁﬂ tme gﬂa 1o 31 Decsaber 1994 and, unless so redeemed, will be redeemed ’ 1,148,362 u.m&ﬁ“@hm 335.0p 1995 1o 2002
by tha sampoy el that date. 370,963 425586  2850p 1997 tc2002
206,245 259,2 406.0p 195510 2002
a3,7+4 a7 345.5p 1997 10 2002
512,957 349,311 479.0p 1996 to 2005
i 176,962 183,086 407.5p 1998 to 2603
347,577 - 462.0p 1596 to 2003
115,853 ~  3930p 1998102003
830,418 - 586.0p 1997 10 2004
276,416 - 498.5p 1999 to 2004
11,554,775 9,853,158

In the year ended 31 March 1994. options were granted under the iwo option schemes in
respect of 2,484,339 ondinary shares, options fer 448,173 shares were exereised and

options for 314,339 shares lapsed.
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Corporate governance

I ous Lant xmeseomi regort be saavelolders. we welcomed the repart and recommendations
o 1he Comemome ww s Finomcint Aspects of C urporsus Governoace, better known as the
Codoury Corormtoy Somce e s Buard hiss reviewed the detailed requirements for
camphgrs wish S Code of Best Praciice publeshed by the Cadbury Commitice and taken
the eppmetinmty b lormive 25 acTngements i sowee respects to demonstrate mote cleatly
ompiamce with the (ode

e Bowedl beerves thet the company bos comphed in the year with the provisions of the
sade of Bowt puncticy o the exient 1had those provisions are fully in place. Guidanes from
the acsovmtnecy peoksrn on the reporting by directocs on mternal control and going
comucmrn 18 St pvaned e the Boerd will review those two aspects further when that
paiurace hos Bern soved

I pustscolr the Board hus well esteblished Audit and Remuneration Committees with
delined lerwm of reiversce The Audet Comtmatiee s made ap entirely of non-executive
v co0rs uevd stw Cresmbersinp 1s currently Dr K Leach (Chairman), MrEClark. MrA G
Pomadhes-s amvl Mk ¥ Somderson B eoviews the internal and exiernal audit activities,
maniees camphmnce wih statalery reguiremnents for financal reposting and reviews the
il poxe anel aenvel Bncwonl setemenis belore they are presented 1o the Board for
appvrrad

P Bemumermntron { ommetier s 2l miice 1p of non-executive directors. its current
membyrhey By Vie Somderson 1Churman:. MrClark and Mr Pendieton In addition.
Yhw Buwrd hue sppesnteid 1 the Commdies Mr P Rogers, an independent specialist adviser
o pevemenei mivgmera  The Computies deals with the terms and conditions of
wmvpicrperd oof e pirve dweciors aned other servor executives including salary, bonus,
whare ogtn and prrvan etiemends

Pve Boawest et regudury dwerng the year and i responsible for the oveml] strategy and
derpction - of the Uenup amd ot apprireng business acqiasitions and disposals. managenient
perivrmars e o Capsnd expendiiwee and sgnificant finencitng matters. 1t reviews
opuiurty the Anarud periormmn e of the company and the Group's business units and has
spprorved kromal delemetion arranpements for effective imunagement of the Group's
e

Fhe Liriep 3 audhie= Price Woberhynole. heve revsewed comphbance with the speafic
marters .nt e Losie wch the Lordeon Seock Exchange regines that the audidors shoukd
wvew ey dave repovied 1o the Bowrid that. o the exeens of thewr review. they are of the
g 1S it o ieperprinee bor the directors te make the abot ¢ siatement

Shareholder information

Financial calendar The 1994 annual general meeting wiii be held on 22 Juby 1934 5t
10.30 am at the G-Mex Centre, Manchesier, The notice of meetirg is enclosed with
1his repost.

Other fortheoming key events are:

~ payment of the 1934 final dividend, on 3 October 1994;

- announcement of the half-year resulis, in December 1994;

~ payment of the 1995 interim dividend, in February 1995;

~ preliminary announcement cf the full-year results, in May 1695;
- publication of the annual report and accounts, in June 1995: and
~ theannuai general meeting, in July 1995

Information about shareholdings 1 you wish 10 enquire about orzeed any information
about your sharcholding in the company: please contact the company's registrar. Lioyds
BarX Registrars, 54 Pershore Road South, Kings Norton, Birmingham B30 3EP
{telcphone: 021 433 3000).

Publications Inaddition to this annual report describing the Group's activities overall,
we prnduce other reports, leafiets and factsheets which describe particulsr arens of activity
or aspects of our business in greater detail,

These are outlined in our information resources catalogue ‘Take a closer lcok” and
include:

~ Nornh West Water Limited’s report and regulatory accounts 1994;
- drinking water quality 1993;

- environmratal performance 1993, and

~ tonservation. access and recreativn report 1934,

ifyou would like a copy of any of these publications or of *Take 4 closer look®, the
comprehensive information resourees brochure, please contact the cempany’s Corporate
Communications Director at Dawson House, Great Sankey, Warrington, Cheshire
WAS 3LW itclephone: 0925 234000).
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