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Actaal  Prospeetuy
torecast
Turmover L1147, 8m -
Profiy befure tax £27.0m £25.0m
Pro forma profit before tax £36,5m £54.5m
Pro forma carnings per share S0.0p 48, 1p
Divadend per share 10,14p 10 14p
Capiral expenditure £95m -
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HE successtul provansation and Hotanon ot Wossex Water would not have

Leen aelreved withoat the hard work and skill of everyone w the group,
Thanks are due 1o all our emplosees, Onr customers and sharcholders are seryed
by an exvellent management rean.

[ aw pleased o welcome all our new sharebolders, Wesses Water has a broad
shareholder structre meluding financal instiranions, ever 50 per cent ot Wesses
statk and pearly 60,000 customers,

The Ananual year ta 31 March 1990 was g good one tar Wessey, Turnover
tor the vear was £147.8m, and profir betore tas £27m. Thas was eight per cent
above the torceast wade at the moe of the oo last Novermaber, The increase
came brow higher eenover and suceessind conteol of aperarmg and capital costs,
I'ver torma earnings per share were SLIp agaitse @ forecast ot 48, 1p.

in bine with the prospectun foercoast,
the darecrors recommend a divsdend of
10.044p per share, The disidend will be
pawd on [ Ocreber 19940 1o all share
holders on the register on 23 July 1990,

Dunag the year, we improved our
mﬂ}.’mfv@“ already bhigh srandards of service

N to wustomers. We made sigmAeant
mprovements to pollution control and
envirnnental protecoon. We strengthened
wontiol of the busimess by combung che
operating management of Wesses Warer
mee one regonal seeucture, This reduced
the vumbers emploved 1n the cnre
bustness and released management o
work 1w new ventuses hke the joing
wnpany Weseen Water hasy tormed with
Wimpey Consternion 1ol Followsng restructanme, we oiroduced profic related
raward for all semor managers,

Whesses Warer has spent over £300m 1 the past fise yeoss on capital projects
to protect the environment and mprove soreice to customers, The board is
determived the company and customers contmug ta ger real benefir For the money
Wessax Water spends, Projects have to be completed on pme, to pertormance
standards and withi hudger, The Wesses loag term capital expenditure
programine has continued on rarget, Lase year a further 295m was spent on over
1,386 projects, Etficieney of design aud tight financial controls resulted i the
wost ot projects beng some four per cent below that originallv budgeted,

Overall standards of water supphy avnd waste water treatment o the Unued
Ringdem are hugher than i most ot Furope, and standards in Wessex are among
the best i the UKL Bat we are not complacent. We are constantly looking fov
ways to provide even betier enstomer service and to care tor the environment by
mcreased artenton to conservation and unproved pollution trearment.
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Winsies Water s fortundte hcamse we wan aupply our custoetiers with high
gl water throughour the driese perods. § ast semmer we placed 1o testrn nops
o the wsee of warer amd Lespect no resterepons this year,

On 1 Seprember 1989 Wessex Warer becamy a Ple, wholly vwned by the
Governmeur, and 351 Wesses seaft Telr to form the Wessex regnon of the Nauon,il
Rivers Auchorty (NRAL We wish chem weil,

Also on 1 September 1989 four Wesses Water directors letr the board, | am
happy ro thank The Tady Dighy, Major foho Mills OBE, Kenneth Roberts € BE
aud Radph Baker for therr loug and valuable contributions,

One result of privatisation s stronger independent regulation ot the sy
than ever hetore; thes s good. Ovr principal resmlaross < g Director General of
Water Services and his reany and the NRA — has a0 mos vaportant part ta play
within the warter industry,

Tt was right for Wessex Water 1o be prisansed. Wich serongz maragement and
with Avanual resources under oghe control we shall take il dvasiage of the
oppovrunes. Wi shall badd on the sacens we already have Iy uang koowa skills
and not wandenng inte ovenneees v da not nnderstand,

We have responsthihties: to one costomers, emplosees aiid the enviranment
withm onr care. Eynally we are commisted to providmg our shareholders with a
progressive amd rewarding vetrn on there myvestruent., The board will honour
these respenstbihities. Tview the tuture wath conssderable confidence as we get on
with the job werbour wrterference bat wath tar -+ and now independent -
regulation,
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Chippenham
® Bristol i
Bath
Bristol Channel *
Lo B
Bridgwater
Sotshury
Taunton L4
o
& Yeovil
Dorchester P(mle. Bournemouth
» ' L
Englivk Chunnel
E%ﬂf&;\:} Sewerage services and water supply
;7 Sewerage services only

WLSSEX WATER:

e Covers an area of 10,000 square km, mcluding ail of Avon, most of Dorser
and Somerset and parts of Wiltshire, Gloucestershire and Hawmpslore.

v Supphes water to over one mallion castomers by 10,000k of water maims.

o Draws oser “0 per cent of water supplies from parural underground aguiters,
mostly pamped from wells and borcholes. The remarder comies trom rivers

and reservolrs,

v Achieves high standards = Jast year 99.7 per cet 1 of water samples complied
with Faropean Commission directive,

® Provides sewerage services e aronnd 2.5 million cotomers by a sewerape

network of 13,000kn,

» Operates over 100 sewage pumping stations and 339 sewage rreatment
works ~ 97 per cent compliance with consenr standardls.

@ fucludes 38 designated bathing waters ~ 31 complied with FC directive.

&[5 growiyyg meo new businesses including plembing, engineering, construction

and cyrology,

& Spent £Y3m v 1989-90 an over 1,350 new projects ta improve services,
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Wewsex Water Pl wr opporated,
Warer metertng truls sgare w Poole, Deorset.

Begmming of Jronghs,

Warer Aot J9EY recenes Roval Assent.

Opemng of warer storage and treatmene wonks at
Blasbford 1 akes, Dorser.

Marme teearmenr schente completed at ¢ luemoudh, Deorset,
Vewting Day: Warer supply and sewerage
serviees of Wesses Water Authority
rransterred to Wesses Water Sercices Led,
Fuviropmental regolatory hieoons
rransterred to National Rivers Ambory,
A450m revolvmg credic Eaality signed,
Openitg of Wager Fintory Museun ar
sutron Povoty, Dorset,

Maamne treaument scheme mangumred at
Minchead, sinnerset.

Tazpact Das: Wesses Water Pl share price
15 announced at 240p fully pand,

Wenaex Warer Ple recetyes Beitsh Quialiey
Assousanon award for costomer sers e,

Horarron - first day of reading on Stack

I xchange, Wessex Warter Ple shares 4,3
rnes oversubseribed mororal; public otter
el tmes aver-subsonbed, 97 per cent ot
qualifvmg Weraos Warer employees
becoare sharehalders,

Erad ot Jrniest seven moarhs since records
began,

Warer wam bnk compleged from [ ast e
Wost Do W pamit

l]dlllhlfy

Yehrn ry

March

199 Wy Ao e o,

. P Serttong Peamt L et
Wesses Waeer Ple recoves REBA dward v desim of pumpang

staton, ¢ hiieme, Wiltshtre,

Wesses Cytocare established tor cancer sereening,

Severe storns distupt power sapphes.

Jont company Wimpey Wesses Warer 1 ed tormed wieh Wimpe
Comtrucnon Led,

Severe storms canse widespread Hoodmg,

Start of nonthern mrerceptor tanuel, Avon Carge, Br o, one
of the largest wunneibing projects in Burspe.




AST veay we had the doest stopae apd aurami eser teconded, e werresy

Februars, severe pades, mtetruption (o power supplhes and the compant s
penatsed 1ty a e v the hard work apd dedication ol sur eosplose s g
there were B0 pe fvkiony o Water Usgg servives were mamtamied withaut any
sennits distuption atid we achieved the highear ever qualiny veandards,

IFHE BUSINESS

The core busmess of supplymg dean sater and disposug, of waste wacer will
be the Largest part af Weessex tor the toresecable futate, Workmy, within the new
vesndatory rapreworh we shalt ensure thar quahey and servce standaeds ar
wameared and, where approprrate, smproved. Yast cear we made erter
progre sy 1 rasng standards and improving etiaenc.

Penatnation bas given oy opportimuties to develop o pess areas o austicys
at home and sy ereas. Qur developiuent straregy s based on three prinaples:

= stk to s we hnow ghout,

~ binld on esntng st agrhs asd
exprriisg,

~ develop hugh qualits busiseses that
enhatice OUT fepatarron.

We recopmae the miportanee of strong
managaent. The  orpamsanon ot the
company  provides  separate dedieared
mauageient for the wore busiess and tor
cach new commerad] mtanve A develop
e group Alow, Dew OpPortuniies T e
evajoated amd trered without mterfenng
wigh existing aperatns,

The operanmal sevvnes  subsidiary
company, whih 1ons the core bussess,
has heen rostructuced. Divisional ners o
manapees have been removed and local
areq mamagement strengthened, The ness
leaner  atraetore  cfeates  bosiness s
Jearly accountable for adueving Ainanaal and operational tasiets, By ok pav
o achievement of rargets al onr cmployees will beeome involved omproymg
and growing the business. An addejonal benefit of restricturmg hav bece the
release of eapenenced staff st new business areas.

New finangal systens bave heen mtroduced 1o meet prvate sectos needs and
improve vontrol, Manageanens mtormation Bay heen greatly mmproved by s
miroduction of x computerbascd iformtson systen,

MEETING STANDARDS

Standards m Wesses are amenys the best i the Uk, Poon so, there wosall mvch
o des 1o achivve the even fugher standards now beg required of us. Tast vear
our b achuevemers weret
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Water supply

D spite ot aevere dronpht theve were no restricnons on water wwe. Work was
complered ov & myor new resoarce at Blashtord Lakes uear Poole to meet the
arowing needs of Sonth East Dorset, During the year over 160km of new man,
were L to rantoree the regonal supply grid and improve Hesibiiry,

The 5,200 samples taken trow the disenbunon systent shonwed 997 per comt
vamnplatee with the Luropean LCommsion dnnking water diective, The nuun
feasom for non-complavee was iron in water, particalarly in pares of Somerset
where old wou wains are corroding. Iren s ot & hazard to bealth but can b a
nuBance o customers, A programme has begun to replace or re-line 300km ot
mains aver the nexe five vears, Levels of mnaccounted for water within Wesses
are among the Joseest in the UK, A coutinuing programme atms ro keep the level
ar the economije minimuon.

Serwrage

The sesiere seorms in Jaonary aod February hizhlighted a number of defiuencies
m the sewerage system, particularly where high levels of pver and ground water
entered sewery and cawsed flooding, Work conunues to prepare dramage area
plans for all cities and wwns, These plans identify physical detects i the system
and use marhemancat models ro find hydranlic deficenaes, From the models the
most vost ettective solatons are derermined,

In Bristol, work started ou a 6km intereepror sewer, 3.5m in daamerer, which
will reduse flooding and pollution in the city, This is ome of the largest wnnelliog
projects m Europe,

Sewage treatprent

Wessen omerares 359 works treattng domesee and industrial waste warer.

Last vear we achievid 97 per cont compliange with discharpe consenrs, Major

capiral schomes were carvied ont ar 33 works to improve eeliability and qualins ot
cttluent.
Bathing waters

‘There are 38 Faropean Commission despnaced
hathmg waters aronnd the Wessex coast, Tast
vear 3 complied with the bacrerial stapdards
set by the direcrive. New meanneut aud disposal
schetnes were complered  at Minehead  and
Charmouth and work started ac Weston-Supey:
Mare an ! Portishead, The FC w proposiug a
new waste warer direenive which wall require
addivonal rreatment tor waste discharged to
sed, I all recent sehemes we bave allowed for
addmiond] reeatment and, when the require-
wents of the divective are cear work will begin
to install the exera plant.
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Treatment and disposal of savage sludge

Sludge produced as 1 by-produce of sewage reanuent i cither used on
agricatoural Jand (69 per cenr), disposed ro sea (23 per cent), or used on landfill
sites (8 per conn). Lase year all of the sludge produced in the Wessex region was
dispused of in accordance with government puidelines,

< Cthough regnlar moviwring shows no evidence thar sludge disposed 1o sea
by Wessex causes any barm o the marine
environiment, the government deciston to
phase out sea disposal means an alrernative
method will have to be found. Work is under
way 1w find the most environmeneally accept-
able alrernative,

Methane gas produced by sludge treat-
ment is already a source of energy for several
of our treagment plants, with surplus elecericiry
being sold ro the vational grid.

PROTECTING
THE ENVIRONMENT

Wessex plags a major role in maintaining
and  improving  the  auality  of  the
environment. We elean the waste water from
homes and indnstry ~ lase year an average 782
million rres of waste water was treated every day.

Demand for warer in the Wessex region is growing at around rwo per cear
each year New resources require sensitive development to avoid environmental
damage. A goud example of what ¢an be achieved is the new Blaghford Lakes
sauree which was conmissioned during the year, Disused pravel workings have
heen deepened ra provide water storage. Careful planning and design has
produced cousiderable environmental improvement, meering the needs of both
ponservation and recreation.

Wessex has its pwn conservarion officer to ensure rhat new schemes are sub-
jeet to environmental impact assessment. The help of local conservarion groups in
cartying our this work is invaluable.

An cuvironment committes, headed by scientise Sir Richavd Noll, has been ser
up to help us provide pusitive action on environmentaf issues,

CUSTOMER SERVICES

We recognise that we are v a privileged position because our customers
cantiot obrain their services elsewbere. On average a customer only contaces us
with an enquiry or problem once every five years — wheu they do, our customer
service systems help ensure a rapid, effective tesponse. Customer services are
being reorganised and when complete there will be a single telephone number
for all customer conracts, charged at a focal call rate.

l
|




The Direcror General of Wheer Services has wecently appointed a customer
service eomnuiteee i gl the water vegions, We look forward o working
constractively with the Wessex committee, We are well placed w0 meet dhe
wqairenents of the new Customer Charzey, jnroduced ro safegusrd the interests
uf Our essEomets.

fn November we became the st usility to be highly commended in the
annval awards of the British Quality \ssociarion, The commendation wast “For
theiv achievement in wtilising moderr echnology re provide an excellent guality
of service o the cnstomer and for their comminnens to high sandards of
performange”,

ASSET CONDITION

Ay pare of the preparation for privarisation, o complete survey was made of
overground assers wnd a statistical survey of undergrownd assecs. As a resnlr we
knonve mote abaut the coudinon of our assers than ever hefore,

A 20 year asser munagement plan has been produced setting out the work thar
will have ro be done to maintain and, where necessary, improve sysfoms to meet
the required standards.

Achieving rhe asset management plan as cost effecrively as passible is viral to
the future succass of the business, We have revised our capital control procedures
aud jnereased the in-bouse design reamts so thue almost all of our capital expeudi-
ture can be managed in-house withount rhe need for expensive outside resources
Thie sraff and systems now in plact swill enable us to take full benefit of standardi-
sation, compurer aided techniques and use of focal contractors, 1w confidens
thav this will provide rhe most cost effective solutions,

GROWING THE BUSINESS

Development of new business has shown steady progress. Our plumbing
service divigion, Wessex Watereare, now operares across the whole region and in
neighbouring areas, The coustruction division has been increastnply successful in
gaining outside comracs. I Javnary we swrted 1 gytology ynir as part of the
development of our laboratory services, Overseas work has increased ~ during
the yrar Wessex worked in 10 countries,

A new joint company, Wisnp-y Wessex Warer Led, was faunched in February
1990, This company brings rogether onr process design and operational skills
with Wimpeys international coprracrivg expereise o provide a toral capabiliry
For warer and wastewater work worldwide,

EMPLOYEES

The sumber of employees has increased as the business has grown and
the nse of exernal consultants has decreased. On a like~for-like basis che under-
lving trend in core business vmployees shows a continning reduction due to
itnprraved efficiency. .

The withdrawa) from narional negoriations of pay and condirions pives us
muzh greater freedom to install wore flexible employment packages that will

Whesp s W R
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areacr and retain good staff, Individual courracs of employment have been
inroduced for sendor manvagers, all with a significant element of performance
xelated reward. New negoriating arrangemenss have been agreed for all other
eplayees. Good industiial refarions have been mainrained thronghout the con-
siderable changes of the last year. Good employee communication is essential and
much managemeny efforr is devored to improving
communicarions. Our monthly ceam briefiug system
provides a regular forum for keeping seaff informed.

WORKING IN THE COMMURNITY

During the last year many sraff have raken part
in presentations and talks ro a wide range of groups
aeross the region, Work with schools and open days
help us to explain the warter and sewage business to
ont customers and futare customers.

We have sponsored a number of waterrelated
and environmental improvenient projects within the
Wessex region, A number of employees give rime 1o
help community projests and chariries. A record
£82,200 was raised for Waterdid, rhe industry’s
charity that supports underdeveloped countries,

RESEARCH AND DEVELOPMENT

Qur research and development effore has been focused on two wain areas -
solving operational problems within Wessex and working on a small pumber of
specific projecrs with commercial porential. We are moving away from general
research to rargeted projects, either in-house or throngh universirics.

PAYING FOR WATER SERVICES

The government has given the water jndustry watil the year 2000 to find an
alernative to vareable value based charges for domestie customers. "The main
options ate general meering or some form of licence fee, Merering tials are heing
carried our in the Wessex region and we are actively investigating alternative
charging systems, The Director General of Water Services will issae a consulta-
tion paper later this vear

Water services are good value for money. For abour 7p per person per day
Wessex supplies clean drinking water and for a furrher 9p tkes away and cleans
dirty wawer For the cost of ane bottle of mineral water our customers can have
the cguivalent of 1,400 bottles of Wessex warer ~ delivered to the tap!

We will continue to strive for higher standards, for betier services and lower
costs giving good value 1o cusromers and good returns to sharcholders.

Colin Skellete
Group managing director
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DIRECTORS AND ADVISERS

EXECUTIVE DIRECTORS

W N Hood ~ Chaivman
C 1 Skellese - Group managing director
R Huutingron ~ Dicector of engineesing and operations
N A W Wheatley ~ Group finance directar

NON EXECUTIVE DIRECTORS

D N A McLure - Deputy chainnan
Dr A K Barbour OBE
R I} Kent
A R Thernhitl QC

Comprany secretary
A F Crofts
Auditors

Coopers & Lybrand Deloitt

Legal advisers
Linklarers and Paines

Bankers aud financial advisers
Rarclays Bank Plc
Manufacturers Hanover Led
$ G Warborg & Co Lid

Stackbrokers
Panmure Gordon & Co Lud

Registrars
Narional Westminstes Bank Plc
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DIRECTORS REPORT

i directors have pleaswre v submirsing thejr report and audired acepunts
A forthe year wo 31 Mavch 1990,

PRINCIPAL ACTIVYITIES

The main activities of Wessex Water Pl and irs subsidiaries are water supply,
Sewersge, sewage nesimenr and disposal, plumbing services and covstruction.

On 1 Sepsember 1989 the Functions of Wessox Water Aunthority refating to
warge supply and sewerage Services aud the majority of the praperty, rights and
liabilities weve transferred to Wessex Warer Services Lrd, a wholly owned
subsidiary of the company,

A review of the business and an indication of future developments are given in
the chairman’s stateinenr and the managing Jirecror’s review on pages 2 o 1.

PROFIT AND DIVIDEND

Gronp profit for the year afeer raxarion and extraordinary ftems amounted to
£19.3m. The divecrors recommend 1 dividend of 10.14p per ordinary share,
awonnting o £104m. If approved, the dividend will be paid on 1 Ocrober 1990
ta members on dhe register ow 23 July 1590.

The amoonr to be tansferred 1o veserves is £8.9m.

A U

SUBSTANTIAL SHAREHQLDINGS

6,156,000 ordinary shares are registered in the name of Lyonoe se UK Ple,
The company bas not been natificd of any othar werest in three per cent or more
of the issued ordivary shave capital of the company,

TAXATION

The close company provisions of the Income and Corporation Taxes Acr 1988
do ot apply to Hie company.

FIXED ASSETS

Changes in fixed assets dusing the year are shown i wote {1 to the aceounts.

The marker value, an an existiog vse basis, of the group's major non-
specialised operational properties was assessed ar some £13m by independent
valuers in connection with the fssue of shares in November 1 989. This amounc
represents approxiwasely £9m in excess of the net book value at 31 March 1990,
There is no current istention ta dispose of these propereies.

RNl W1 i,
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DIRECTORS

The vames of the directors are set our on page 11, All the directors were
members of Wessex Water Authority and were appointed to the board of Wessex
Water Ple in Seprember 1989, The first direcrors of the company were | A L
Gunu and A D Whettal! ~ nominees of the Secrerary of State for the Environ-
rent, who were appoiuted on 1 April 1989 and resigned on 31 Aagust 1989,

In aceordance with Articte 106 of the Company’s Articles of Associatior,
[N A Melure and R Huntington will retire at the forthcoming annual general
nieeting and, being eligible, will offer chemselves for re-clection, R Huntington
has a service contracy which is subject to termination on three years® notice.

The interests of the direcrors in the shares of the conipany ar 31 March 1990
were a5 {ollows:-

Share options

Beuefictal interests Ordinary shares Sharcsave Executive
W N Hood 33,110 7,159 69,014
C F Skellete 4,000 7,159 70,422
R Hunringtun 4,360 - 52,817
N A W Wheatley 5,000 4,090 52,817
DN A McLure 10,000 - -
Dre A K Barhour OBE 800 - ~
R D Kenr 5,980 - ~
A R Thorbill QC 2,000 - =

The options to putchase fully paid ordinary shares were granted under the
Wessex Water Sharesave Scneme and the Wessex Water kxecutive Share Option
Scheme, which are described in note 18 to the accounts,

W N Hood and C T Skelletr are directors of Wessex Water Trustee Company
Led which bolds 356,129 shares on behalf of enspleyees of the comipany.

When appointed, nune of the directors bad any intecest in the shares of the
company o its subsidiaries.

SECRETARY

A F Crofts was appointed company secretary on 1 Seprember 1989,

DONATIONS

During the year, £9,000 was donated to United Kingdom charities and
£62,000 was given by way of sponsorship to local, ervironmental and water
related activities, No political donations were made.

EMPLOYMENT POLICIES

Recrieitient

Wessex Water offers equal opportunitics ro all applicants for employment,
whatever their sex, race, religion or marital starus, Employment policies are under
review and will take into account our furure ability o attract and retain staff,

Wl ¥ Wi R ph
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Tt is Wessex Water's policy thar disabled persons shall be considered for
employment, eraining, eazeet development and promorion on the basis of their
apritudes and abilities, v commaon with all employees.

Conmurtication

A high priority is given to eruployee communications which include a team
briefiug sysceim, newsletters, house journal, conferences and meerings.

The flotation of the company provided n major theme of consultation with
trade unious aud the workforce throughour rthe year, Within the general pro-
framne a major communications exercise was inonnted on the opporrunities for
employees to secure shares in the company,

Health and safety

Regular health and safery meetings are held at operarional and regional level.
During the year the health and safery coustitution has been revised ro reflect the
changes v organisation structure,

AUDITORS

Coopers and Lybrand were appointed by the divectors as the first auditors of
the company on 1 Seprember 1289. Coopers & Lybrand have merged their
pracrice with Deloitte Maskins & Sells and now practise in the name of Coopers
& Lybrand Deloitte. They have signed the auditors’ report in their new name. A
resolution to re-appoint Coopers & Lybrand Delaitte as the company’s auditors j
will be proposed at the annual general meeting. 1

ANNUAL GENERAL MEETING

The notice of the company’s first annual general meeting, which is to be held
on Tuesday A8 Septemtber 1990 at J1am in the Showering Pavilion, Royal Bath
and West Showground, Shepton Maller, Somerser, appears on pages 34 to 36 ro-
gether with explanatory notes on the resolutions,

{

By order of the board ‘

AF Grofis AF : |

Company secretary ‘
2 July 1990 ~

Wast s WALY 1 i
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AUDETORST REPORT

Report of the arditors 10 the members of Wessex Water Pic,

We have andited the accaunts sec out o8 PaAges {6 to 32 in accordance with
Auditing Stavdards.

Tu ont opinion the acconns pive o trae and fair view of the srare of affairs of
the company and the group at 41 March 1990 and of the profit and source and
applicarion of funds of the group for the year theo ended and have been properly
prepared in accordance wich the Compauies Act 1985,

Coopers 8¢ Lybrand Deloirre
Chartered ACCOUNEAVTS
BRISTOL

2 July 1990

N p et Wi i B
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Profic on ocdinary activities before taxation
Taxation ov profis ou ordinary activirjes 4
%
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Profit yn ordinary activities afeer taxation
erraordinary {tems L)

A g et g, mewmmw et e 1 Sl

Profir For the financial year atreibatable

w shacchofdars

Dividend 6
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Prafit for the Rnancial year rergined
W the business 19
MM L4 MMMM,W“ e e L

Pra fornia eattings per ordinary shace 7
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The notes an £Ages 20 10 31 form pasr of these
The movements oy reserves ure shown in vote 19
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on page 30,

1989
£m

130.8

53.5
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29.8

24.1
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Rapavt of the suditareg to the membars of
YESAER WATER PLG

Va hawe audited the accounts sat out on pages jét" glin accordance with
Auditing Standaxds,

In ouxr opinlon the accounts give a true and fair view of the state of
gffairs of the company and the group at 31 March 1990 and of the profit
wnd source and application of funds of the group for the year then ended
smg have been properly prepsred in accordance with the Companies Act
1985,

Chartered Accountants
RRISTOL, ;;ﬁ jz; Loy 1990

i
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CONSOLIDATED
BALANCE SHEET

Al &y MAD B

Note
Fixed assers
Tangible assers 1
Current assets
Stock and work in progress 13
Debtors 14
Shost term eash investments
Cuzrent hiabjlicies
Credirors —~ amounts falling due
\wthm one year 15
Net crrrent assets {liabilitias)
Total assets fess current liabilities
Credirors ~ amounts falling duc after
more thay one year 16
Provisions for liabilities and charges 17
Capital snd reserves
Called up share capital 18
Share premium account 19
Profit and loss aceount 19

a—

These accounts were approved by the board of directors on 2 July 1990,

Nicholas Hood
Chairman

The notes on pages 20 1o 31 form part of these accounts,

WEseps Warr i Ik

97.1

1989

Em

2.7
18.0
30.0

50.7

Lm

485.8

{46.4)

o et

439.4
281.3

g e

158.1

158.1

e P

158.1

N A W Wheatley




COMPANY BALANCE SUHEET

ES N S 1B AR

1440}
Note im im
Fired assets
luvescments 12 H1.4
Current assets
Debrors 14 14,7
Short rerm cash investments 414
. 58,1
Current liabilivies
Creditors ~ amounts falling due within one year 15§ 14.5
Net corvene assets 44.0
1250
Capital and reserves
Called up share capiral i8 102.6
Share preminm accouny 19 Bt
Profit and loss account 19 214
125t

“These accounts were approved by the hoard of direcrors on 2 July 1990.

Nicholas Hood N AW Wheacley

Chairman Direcror "
// ;.;:?’
e P

The votes on pages 20 to 3] fonn pact of these accounts.

WISSEY WALLR i
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CONSOLIDATED STATEMENT
8 OF SOURCE AND
APPLICATION OF FUNDS

Peald CREE %040 i o0 il g ey

jaun 1989

im Lm
| Saurce of funds
‘ Profir on ordinary activities before taxation w0 24,1
: Trems ot involving the movement of funds:
Depreciation 1.2 12,7
Infrastructure maintenauce provision I -
Disposal of fixed assets 1.0 -
! ~ e e e e S
Funds generated from operations 4.7 36.8
Connection chatges and grants 0.4 4.8
5 Proceeds from the sale of fixed assers 1.3 0.2
Total saurce of funds §7.3  41.8
\ Application of funds
Capital expendicure 49Dy {67.7)
Extraordinary iremns o2 (1.0}
QOther 0.2y 0.2
{93} {68.5)
! {Increase) decrease in working capitak:
Stocks and wark in progress 220 (0.2)
t Debrors 7Y 0.8
Credirors - 0.2
“Total application of funds (1207 (68.0)
h (S, u ety 1 g P g et ——
\ Qperacing cash flow (L) (26.2)
! Capital and loan movements
Ordinary shares issued R 3 -
Movemens on logns A3 51S
NRA restratturing costs (1.6 -
' Increase in cash resources 3.0 253
i Pt it ot P ——— ——————
» Represented by
! Decrease {increase) in short termn borrowings 0.8 4.7
Increase in short rerm cash investments 1.3 300
F r——n g e T ]
a1 253

The nowes on pages 20 o 31 form part of these accounts,

WIEN WAITR
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NOTES TO THE ACCOUNTS

LT S R A

ACCOUNTING POLICIES

A Basis af preparation

Wessey Warer Ple (the cantpany) was formed as a public limited company on | April
1989, Qa1 Sepranber 1989, 1 acquired the entire issned share capital of Wessex Water
Ratvices Limired, a company forined to continue the business of Wessex Water Authority
(the Authority), orher than the pact of the business which was vested in the Narjonal
Ravers Aurhority (NRA). Ou 1 Septenber 1989, in aceordance with a teansfer scheme
made auder Schedale 2 of the Water Act 1989, the property, rights and liabilities of the
Auchority, other thay chose applicable to the NRA, were vested fn Wessex Water Services
Lintted. Mowever, for starrory acconnts parposes, all the property, rights and
fiabifities o which the Authority was entided or subject, other than those applicable ro the
NR4, immediarely hetore the end of the Authority’s fast financial year are ro be treated
as having vested in Wessex Water Services Lunived immediately after the end of thar year,
Accordingly, the accounts of Wessext Watee Services Limited shich are consolidated jo the
Group accounts, based on the aceouuting policies set our below, are presented for the
financial year from | April 1989 to 31 March 3990, Comparatise figures are included in
respect of Wessex Water Services Limived after adjustment in respeer of properey, rights
and iabilities vested in the NRA,

The accaunnts liave been prepared under the historic cost convention,

b, Basis of consolidation

The Gronp acconnts include the aceounrs of rhe company and its subsidiaries 10
31 March 1990. As permitted by the Companies Act 1985 a profit aud loss account for
Wessex Water Ple is not preseared,

¢ Turnoper
Turmover represents income recaivgble in the ordinary conrse of business, excluding
VAT, for seevices provided 6 exsernal costomers.

d. Tungible fixed assets and depreciation
Tangible Axed assers comprise infrastructure assets and other assers.

(i} Difrastroocters assets

Infrastructure assers comprise o pewwork of systems of muains and sewers,
imponnding aud pumped raw water storage seservoirs, dams, sludge pipelines and sea
autfalls,

Expenditure on infrastructure assets relating to increases in capacity or enhance-
nuenss of the nerwork is treated as additions which are included at vost afrer deducting
connection charges and grants,

Expenditure on aufutaining the operating capability of the network in aecordance
with defined standards of service is charged as ap operating cost.

No depreciation is charged on infrastructare assets because the nerwork of systems
i required to be majurined in perpetnity and therefore has no Enite cconemic life,

(i) Other assots

Other asses, which include properries, plant and equipment, are shown at cos,
less accnmmbared depreciation.  Additions are incleded ar cosy, aker deducting
connectfon charges and granes,

Freehold land is wor depreciawd. Other assets are depreciated evenly over rhejr
vstiiated cconomiy lives, which are princtpally as follows:

Specialised operational properties and structares 15~ 80 years
Now-specialised operational properties 60 years
Plany machinery and vehicles 3~ 30 years
Qther 7 15 years

VW aF N WATE R 1

13}




T g T

— ey g—

ToARET”

FFFRTTRESELTET I OTNTTYTYTYYYYTIYTYYSIEYTT OO OO RO

o, Leased assels

Where assets yre fnansed by leasing arraugements which transfer substantially all the
risks and rewards of ownership of an asset ro the lessee (finance leases), the assers are
teared us if they had been purchased and the eorresponding capital cost is shown as an
nbligacion o the lessor. Leasing paymeuts are greated as consisting of a capital element
and fuance costs, the copital element reducing the obligarion to the lessor and the finance
charge being writien off to the profit and loss account over the period of the lease in re-
ducing amounrs in relation to the ontsranding obligarions. Thie assers are depreciated over
tha shorier of their estimared useful lives and the period of the lease,

All other leases are regarded as operating leases, Rental costs arising under operating
leases are expensed fn the year they ate incurred.

f. westrnents

Tnvestments held ss fixed assets are stated at cost, less any provisions for permaneny
dintimurion in valne. Those held as enrrenr assets are stated at the lower of cost and ner
realisable value.

& Stocks and work i progress

Stocks ate stared at cost less any provision necessary to recognise damage and obsoles-
cence. Work in progress is valued at the Jower of cost and ner realisable value. Cost
includes labour, materials, vranspore and atrributable overheads.

I Forcign curroncy

All transactions denominated in foreign currencies are rranslated into sterbing at the
actual rate of exchauge vuling at the dates of the transactions. Foreign currency balances
are wranslated inwo sterling ar the rares of exchange ruling at the balance sheer dare,

. Research ¢nd develomnent
Rescarch and development expenditure is charged to the profit and loss account in the
year in which it is incurred,

i Taxation

The chatge for taxation is based on the profit for the period as adjusted for disallow-
able items Tax defereed or accelerated is accounted for in respect of all material dming
differences to the extent that it is probable thae a liability or vsset will erysrallise, Timing
differences arfse frow che inclusion of ftems of income and expenditure in rax computa-
tiams in petiods different from those in which they are included in the accounts, Provision
is made ar the rate whicl is expected w apply when the liability or assee crystallises,

b, Pensions

The cost of providing pension benefits is charged to the profit and loss account on a
basis designed to spread rhe cost over the expected average servien lives of amployecs.
Differences between the amooms funded and amounts charged to the profic and loss
accounr are weated cither as provisions or prepayments in the balance sheer.

Wiaal s WAITR L
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CGroup
1, TUMNGYER 1990 1989
Avalysis by class of buyiness; Im Fm
Water supply 47,2 42l
Sewerage services 94,9  86.5
Quber srading acrivivies 5.7 2.2

B

147.8 1308

2. QUERATING PRORIT 1990 1989
n. Analysis by clags of bosmegs: L £rn
Warer supply 8.3 13.6
Sewerage services 3592 40,1
Other trading activities 0.3 g.2
4.5 539
1 Qpeeating profic by class of business is stated aftes charging divect costs to the

appropriate chss of business and allocating inditect costs in proportion t ruranver.
In the opinjon of the direcrors the apportionment of interest costs by class of business
would vor b meaningful, .

b. Operating profir is shown after chargiog 1990 1989
the followiug vperating costs: fm Em
Matesials and consumables 159 1.8
Qrher exrernal charges 260 211
Maupower curs {ugre 8) 23.6 192
Peprecionion ' 152 12.7
Infrastructuee renewsls expenditare 1.6 .8
Orhier operating charges 6.5 3.3
Disposal of fixed assers _ 1.0 -
Exceptions) ems:

Rednndaney and rationslisation 17 1.0
Banking arveangemenr fees 0.8 -

Qperating costs ‘ 1033 769

& Operating costs inclnde: ‘ 1990 1989
Operating leases: fm £{m

Plant and machinery 0.7 0.7
Other operaring leases 0.4 0.5
Rasearch and developinent 0.9 0.9
Directors” retnuneration (note 2) 0.3 0.2
Auditors’ rempnacration 03 0.1

Care shoald be taken in drawing conclusions from a comparison of the operating costs
between the nvo years becanse of chauges which have raken place during the year to
31 March 1990 in the regulatory énvironment and the costs associated with Me stnus,

W s Wati /ol
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7. PRO FORMA EARNINGS VER ORDINARY SHARE

‘Fhe pro torma earaings per ordivary share bas been caloulated o the hasis of a pro
Fotma profit afrer taxation of £53.3m and by reference 102,601,000 ordinary shares
which have been assumed to b i issue throughour the year.

The pro forma profic afrer raxation has been caleulated by making the following
adjustruents to the profir on ordinory activities after taxation of £23.5m.

(i) plus £29.5m in respect of inerest on the basis that rhe new capital strucrure had

beew in place sinee 1 April 1989; and

(i) less £4.7m in sespecr of advanced corporation tax on the difference berween the

proposed divideud for the year to 31 March 1990 and the notional dividend which
the direaors consider they wowld have recommended if the new eapiral structure
had been in place since | April 1989,

Group
8. EMPLOYEE INFORMATION 1990 1989
a. Tetal emplopment costs of the CGroup were: £Zm Em
Wages and salaries 237 187
Social security costs 1.8 1.6
Qther pension coste 3.0 2.6

fmr e Wow e i

285 229

b. “Toral emplogmers costs are charged as follows: 1990 1939

Lm £m

Capiral schemes 4.5 3.3

Infraseructure renewals expenditure 04 0.4

Manpower costs 236 192

28.5 229

¢ The average vumber of employees during the 1990 1989
Fnancial year was as follows:

Craft and manual 576 5%

Management and staff 1,063 962

1,639 1,556

4. The remaneration, excluding pension contributions, of senior employees of the
Group, other than ditectors of the company, for the year to 31 March 1990 were
within the following canges:

{ 1990 148y
30,004 ~ 35,000 21 5
35,00 ~ 40,000 4 |
30,001 ~ 43,000 3 -
43,007 ~ 50,000 3 -
50001 ~ 55,000 3 -

Wsshs WaIam
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2. DIMECTORS' REMUNERATION

The directors of the company were appomted wirh effect from 1 Seprember 1989,

Remunesation shown helow is in respect of the period since their appointment, Prior to

chat date, all of the directors served as members of the Wessex Water Authority, Also set

our below is the renvueration of the members of the Wessex Water Authority for the

' period from | April 1989 to 31 August 1989, These figures include funr members of the
! authority who were not appointed directars of the company.

Twvo dircctors of the company who served from 1 April 1989 to 31 Avgust 1989 did

01 reccive remuneration in respeet of their sesvice re the company and are nor included in

i the figuras set out below.
4
OF the comupany: 1990
" {1 Seprember 1989 to 31 March 1990) £000
] Total remuneration including peusion comributions:
As directors 16
For management seeices 190
[ 206
: The renmneration, exelmling pension contribution,, was:
'} Chaicman 37
] _
[ IMighest paid director 56
Other direciors within the Following ranges:
£
0~ 5000 2
: 5,001~ 10,000 2
35,001 -40,000 2
) Of the Authority: 1990 1989
: {1 April 1939 to 31 Auguse 1989) £000  £000
‘ Total remuneeation excluding pension coneributions 119 156
b St i, ..
Chajeman 18 43
; Fighest paid menber k3 43
ll P L
;L Other members within the following ranges: 1990 1989
;' 4
. D- 5,000 7 4
! 5008 -10,000 1 7
' 15,001 ~20,000 \ -
20,001 -25,000 1 1
25,001 - 30,000 - 1

Wy s WAR G o
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10, TRANSACTIONS WITH DIRECTORS AND OFFICERS
Thite were no transactions or artangements with directors and officers which require disclosare under the provisions of

the Cowpanies Acr 1985,

UL TANGIBLE FINED ASSETS

Specialised Non
operationdl  spetialised
prapertics  operational
and  propotties
structures
£mn 2
Cost
Ar 1 April 1989 137.2 74
Nddidons 54 1.3
Dispusals (0.2} ~
Conncerion charges
&2 granrs 10.7) -
At 31 Magch 1990 188.7 87
Tepreciation
At 1 Apeil 1989 259 L4
Provision for the year 26 0.1
Dispesals - -
At 3] March 1990 28.5 LS
Nee Baok Valug
Ar 3T Murch 1990 160.2 7.1
Ar31 Mawh 1989 111.3 6.0

. padiadh e

LY LR

AN I

a

Infra~ Plant Other Patments
structure  machinery assets  On gecount
AsSeES and and assets
vehicles it course of
canstruction
Em £m Im £m
in.g 126.9 19.4 54.8
20.1 12,0 0.2 (7.1
{081 (2.9} {0.3) -
(1.5) {0.3} 0.3} (3.5
240,6 145.7 25,0 44.2
- 47.2 8.2 -
- 9.5 3.0 -
- (1.8} (®.1) -
L - 549 '1'1.1 -
2400 90.8 13.9 452
2228 79.7 1.2 54.8

Ciroup
total

£m

568.5
94.9
(4.2)

(6.3}

6529

————.

82.7
15.2
{1.9}

Ceawen roam

90.0

5569

——————-

485.8

Specinlised operational properties and struciures prineipally comprise intake works, pumping stations, treatment works

and boreholes.

Nou-specialised operational praperties comprise offices, depots, workshops, residential propertics directly connected
with water and sesverage sexvices .ind land held tor the purpose of protecting the ynality of water supplies,

Infrastructure aysets comprise mains and sewers, impounding and pomiped raw waeer storage reservoirs, dams, sludge

pipelines and seq ontfalls.

Ocher assets incindes turniturs and firtings, laboratory and other equipment.

1

All of the specialised operational propertics and structures together with non-specialised operational properries are

frechold.

Wisst s Wenmm
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L2 FIXED ASSET INVESTMENTS Company
Shaxes tn Group campanies
Costs £m
Ae ¥ Aprit 1958
Addiriong 81.4
Disposals -
Ac 31 March 1990 §1.4

The priugipal subsidiaries are lisced on page 32,

Giroup
IASTOCK AMD WORK IN PROGRESS 1990 1989
Em £m
Stares 24 1.7
Work in pregress 2.5 1.0
T4 27

S m—— et —————

/ G Group Company
o [A. DEBTORS o 1990 1989 1990
Amannts falling due within one year: fin Im £m
! Trade debrors 111 8.0 -
; Amonmts owed by Group companies - - 142
: Other debirors 24 2.2 -
! Prepaymienss and actrued incame 9.2 7.8 0.5
227 180 14.7

1
= Group Company
15.CREDITORS 1990 1989 1990
P Anmounts falling due within one year: fm fm Em
o Bank loans, overdrafts aud temporary horrawings 6. 258 -
' '\Z’\; Qther loaus ~ 315 -
g Trade creditors 32 4.0 -
4 Ivoposed dividend 104 - 10.4
b7 Ocher creditors 0.5 0.4 -
'#; Advanced corporatdon tax 33 - 35
: Other taxation and sooial securdvy 8.3 0.5 -
Aceruals and deferred income 38.0 329 0.6
W 618 97,1 14,5

As a port of the group’s banking arraigements each of the companies in the group is

; jvinsly and severally liable for the overdrafes of the acher group companies,

_ Wessex Witter Services Limied has acred as guaranter {or certain borcowing (acilitics
- made available wo Wessex Wier Ple,

Wiasly Wil i
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Group
16, CREDITOUS 1990 1989
Amounes Blling due afrer more thau ove year £m £m
Leans (See note 19 (a)) - 280.2
Onber 0.9 |
0.9 2813
17.PROVISIONS FOR LIABILITIES AND CHARGES 1990
Tufrastructure matntenance provision: £m
At 1 April 1989 -
Provision {or the yrar 6.5
At 35 March 1990 6.5

Company

18.CALLED UP SHARE CaPITAL 1990
Authorised: £m
150,000,000 ordinary shares of £1 cach 150.0
Ong apecial rights redeemable preference share of £1 -

150.0
1990
Allotred and fully paid: £m
102,601,000 ordinary shares of £1 each 102.6
One special rights redeemable preference share of £1 -
102.0

a. Wessex Water Ule was incorporated on 1 April 1989, The company's aurherised share
capital on incorporation was £50,000, divided inro 50,000 shares of £1 cach, of which
two were suhseribed at par by nominees of the Crown,

b. On 29 August 1989 the authorised share capital of the company was increased to
£50,001 by the creation of one special righes redeemable preference share of £1 and the
50,000 shares of £1 each were redesignared as oréinary shares of £1 each. On 1 Septesber
1989, some 49,998 ovdinary shares were issued at par to the Secretary of State for the
Environmear, ecedited as fully paid.

Sorssts WAl i
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e On 20 November 1989 the authorised share capital of the company was further
ncreased to 608,001 by the ereation of 558,000 additional ordinary shares and she
diracrors were authorised und empowerad to allor the jucreased share capital and, s
aceordanes with a direction made by the Secrerary of State under Section 83(2), (4) and
15) of the 1989 Water Act, 558,000 ordinary shares were issned at par, eredited as fully
paid, v the Secrerary of Stare.

v Om 20 November 1989
i, the authorised share capital af dhe comspany was further inecreased o

L £150,000,001 by the crearion of 149,392,000 additional ordinary shares;
i, 80,743,423 ordinary shares were allorred, eredited as fully paid, o the Seeretary of
r State for a cash sum of £81.3m pursuant to Scction 87 of the Water Act (989, This

resnleed in 2 share premium on allonment of £556,577 and
##5, in aceordance with a direction made by rhe Seerctary of Stare under Secuon 83(2),

) and (5) of the Water Act 21,249,577 ordinary shares and the special rights

redeemable preference share were allotred ar par, crediced as fully paid, to the

Seceatary of Stare.
e. The special rights redecmable preference sharé s redeemable ar pay on 31 December
1994 ot at any time priorw that date at the oprion of the Secretary of Srate afrer consult-
ing the contpany. This sharg, which may only be held by the Sceretary of Stare or another
persou acting on behalf of HM Govermment, does not carry auy rights to vote ar general
meesings bue entigles die holder to acrend and speak at such mcerings, Cerraier mateers, in
porticnsr the abteration of specific sections of the Articles of Association of the company
{including the Arricle relading to limitations that prevent a person from owning or having
an interest in 15 per cenr or more of the ardinary share capital of Wessex Water Pic),
1equire the prior written consent of the holder of the special share. The special share
confers ap xight ro participare in the capiral or profits of the company, cxeept thar on 2
windivg-up the special shareholder is entitded 1o repaymear of £1 in priority so other
sharcholders.

b

]

| £ The company has the following shave schemes for employces:

; i 356,129 ordinary shaces of the company were held in trust ar 31 March 1990 on
! hehalf of emplovees who were beneficially entitled to the shares under special
I arrangements made at the taie of the offer for sale in November 1989,

‘! i, A savingsrelaed share option schane is based on SAYE contracts and under this
scheme options were geanted in Decemnber 1989 in vespeet of 1,253,268 ordinary
shares at a price of 176p per share exercisable normally wichin the six month
v periads afier March 1995 and March 1997, At 31 March 1990 options exercisable
S under this scheme were 884,085 after March 1995 and 369,187 afrer Mareh 1997,
: Hi. An cxceutive share option scheme whereby options in respect of 861,255 ordinary
. shares were granted as at Jannary 1990 ag 284p. These options are exercisable
between 16 Januaey 1993 and 15 January 2000,

Wopaal y Whife
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Group
19, RESERVES Share Profit
premium & loss
geeount  account

fin Em
At 1 Aprit 1959 - 158,
Retained profic for the year - 8.9
Premium an shares ssued (see note 18¢d) 0.6 -
Capiral restrucruring (see note () - 2883
At 31 March 1990 0.6 455.3
Company
Ar 1 April 1989 - -
Retajned profic for the year - 43,7
Preminm on shares fssued (see note 134y 0.6
Appropriation of distributable reserves {sez note {v - (21.9)
At 31 March 1990 0.6 218
@ i Capital restrucruring s analysed as follows: £m
Wessex Water Servides imired:
Extinguishnent of loans (see nore (ith) 3148
Teansfer of funcrions to the Narjonal Rivers Authority thab)
310.2
Wessex Water Ple (see note (b)) (219
2883

e amrr—

Wessex Warer Seevices Linied mherited, on vesting, the outstanding loans of
Wessex Wacer Authoricy, On | Seprember 1989 loans amounting to £3§4,Bm were
transferred o Wessex Warer Ple in retuen for the Bssue of a £314.8m debenture in
accordance with a direction made by the Secrezary of State for the Enviromment
wnder Scerion $5(4) of the Warer Act 1989,

On 15 November 1982 the ourstanding loans of Wessex Water Plc and the out-
standing debenture af Wessex Water Services Linited, both amounting t© £314.8m,
were extinguished in accordance with an order made by the Secretary of State
under Sections 86(1) and {2) of the Water Acr 1989, Asa resule of this extinguish-
ment order £334.8m has beeo taken o the vesorves of WesseN Water Services
Limited. -

—
-

b, The appropriation of distributable teserves arises from the issue of the following
21,857,575 ordinary shates ereditedd as fully paidk 49,995 (see note 18(bY), 558,000 {see
note 1 8{)) and 21 , 249,577 [see note 18{dy.
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Group
20. COMMITMENTS 1990 1989
Capiral expeuditure authorised by the directorss £m im
Comwirted 17,6 274
{ Nor yet connmitred 76.7 56.2

94,3 83.6

————h  ge————

Qperating lease payments under leases on land and buildings
due within che pexe year in respect of leases which expire
afrer wore than § years 0.4 0.5

St ard————————

In addition v these contmitvenrs, a0 31 March 1990, Wessex  Water Services Limired

" —

w had fonger renin investment expenditure plans which incoded expenditure 1o meer short-
: falls in performance and condiriou of jts assers and to provide for new demand and
| growrh.,
b 21. CONTINGENT LIABILITIES
' There ave ne material contingent liabilites ar 31 March 1990 for which provision has
1 -
|~ not been wade in these accounts,
! : 22. PENSIONS
¢ The two main pension  arrangemienrs operated by the company are the
; Wessex Warer Pension Scheme (WWUS) and the Wessex Warer Mirror lmage Pension
; Scheme (WYWMIS), Both WWDS and WWMIS are defined benefir schemes cosering the
{ majority of the company’s staffy the assers of the schemes are held in separate trustes
i administered funds,

The pension cost for the year 19890 was £3.5m {1988/8% -~ £2.6m). The pension
cost has been devermived on the advice of independenr qualified actuaries and spreads the
cast of pensions over the service Hves of the members of the schenies,

The first acruarial vafvations of both WNDPS and WWMIS, as ar | April 1990, awe

, enrrently in progeess, Peuding the results of these valuations the company’s pension cost
. for WWPS and WWMIS for 1989/90 has been taken as the actual contributions paid to
i the schemes for thar year The pension cost bas been derived from the results of an actu-

arial valuarion of the former pension arrangetnent, the Water Authorities Superannuation

}t:. Fand {WASFE), Transfers of assets are being paid from WASF 1o WWDPS and WWNMLS,
P sufficient to cover 100 per cear of the value of benefits thar had accrued to members in
e WASE allowing for futare increases iu pensions and carnings. The principal actuarial
assumprions used ro determine both the travsfers from WASF and the cost of benefits
¥ under that scheme were thar the rerurn on invesrments wonld exceed salary increases by
| 1w per ¢ene per annum aud would exceed price inflation by three per cent per annum; the
" funding method wsed was the attained age method.

: Inchuded in the pepsion costs for the vear was £0.8m which arose as a result of

. recharges from certain local authorities and feom WASE; these recharges will not recur in
furure years. A further cost of £0.5m represents the eapital cost of additional benefits
granced under the severance scheme,

The pension costs shown take vo account of possible changes to the schemes arising
from the recenr judgement in the case of Barber v Guardian Royal Exchange Assurance in
the European Court of Jusiice. In the apinion of the dircctars, based on acnarial advice

v, ‘ veceived, it is not anncipared thar such changes would have a material impact on the

pension costs in Future years,
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PRINCIPAL SURSIDIARIES

All subsidiaries ate jncorpotated and operate in the United Kingdom. Wessex Warer
Ple owns 100 pur cent of the issned ordinaty share capital of each company.

COMPANY PRINCIVAL ACTIVITIES

Wessex Water Services Ld Warer and sewerage services

Wessex Warer Qpecacional Servives Ltd Operational and financial seevices

Wessex Waret Business Servieos Lrd Scientific, administeative and other services
Wessex Waser Commercial Led Construction and plumbing services
Wessex Properry Services Lid Developtnent of non-operational property
Wessex Water Trusiee Company Lid Truswe of employee share schemes
ASSOCIATE COMPANY

Witnpey Wessex Warer Lud {50 per cent owned)

ACCOUNTS OF WESSEX WATER $ERVICES LIMITED

Condition ¥ of the Instrument of Appointment under which Wessex Warer Services
Limired {the Appointee) operates, requires specified accountiug starements to be published
wirth the annaal acconnts of the Appoinree or its parent company. These will be available
trom September, 1990, Anyone requiring a copy of these accounts including the specified
statements should apply ro: The company secretary, Wessex Water Services Led, Wessex
House, Passage Street, Bristol BS2 0JQ.

FINANCIAL CALENDAR

Aunnal general oeeting: 18 Septeruber 1990
dividend for 1989/9¢ payable: 1 Qetober 1990
Taterim resalrs for six vonths to 30 Seprember 1990: Decetnber 1990
Tuterin dividend for 1990481 payable: 4 March 1991
Results for year ta 31 March 1991: July 1991

Fival dividend for 1990/91 payable: | Qctober 1991

Wrssby Wae e,
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SUMMARY

l
l 99 (989 1988 1987 1986
2 £15) Lm £m £m Im
[ Turnover 1478 1308 1189 1097 984
Operating profic 445 539 536 493 414
{ Mer interest payable 18 298 286 278 264
] Profic on ordinacy acrivities before
' taxation e 240 250 215 150
F‘ Taxation ou profir on ordinacy
i activities 1.9 - - - -
I -
' Profir on ocdinacy acriviries fter raxarion 235 240 250 215 150
r Extraordinary ftewns 4.2 £.0 - - -
Profit atrributable to shareholders .3 - - - -
5 Dividends 1604 - ~ - -
.’- Profit rerained in the business g~ 230 250 215 150
BALANCE SHEETS
Taugible fixed assets 5304 4858 4358 3879 34938
‘ Curreur assers ML 5070 2100 179 168
. Current liabilities nla 971 786 66! 74,9
. Ner carrent sssers (liabilivies) Qi (464) (57.6) (48.2) (58.1)
Awmounts falling due after ane year s 2803 2432 2297 2032
| Pravisions for labilities and charges a5 - ~ - -
. §s%.5 1581 1350 1100 885
g
i Capital and reseeves
. Called up share capiral i - - - -
| Share premium gccoune Wiy - - - -
Profir and loss account 4o 4 1580 1350 1100 885
[,, 5585 1580 1350 1100 885
EMPLOYEES
N Craft and manaal e 594 607 637 676
' Managenent and staff Liwmi 962 932 933 964
. Lo 1,556 1,539 1,570 1,640

The five year smnmary is derived from the prospeetus for the offer for sale of shares in
Wessex Warer Ple, The figures exclude acrivities ansferred ro the NRA,

Employee numbers for the years 193¢ to 1988 inclusive are as shown in the
acconnts for those years adjnsted iu respect of 351 enuployecs transferred to the NRA on
| Seprember 1989. Numbers for 1952 and 1990 are as disclosed in Note 8(c).
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NOTICE OF ANNUAL
GENERAL MEETING

The tirst anwwa) general meering of Wessex Water Ple will be hield at the Showering

Pavilion, Rogal Barh and West Showground, wvear Shepron Maller on Tuesday 18
Seprember 1990, at 11,00 am for the following purposes:

ORDINARY BUSINESS

1.
3

A

3.
LR
5

To receive the direcrors” report and the andited accounts for the year to 31 March [990.
To declare a dividend,

To re-clect DN A McLure as a ditector,

To re-clecr R Huntington as & darecrorn,

o re-appoine Coupers 8¢ Lybrand Deloine as aunditors and anchorise the directors to
fix theie remumerarion,

SYRECIAL BUSINESS

6.

To consider and, if thoughy Rt, pass the following as an ordivary resolution:

That the directors be wurhorised to amend the rules of the Wessex Water Share

Schemes ro allow distriburion of shares following the announcement of interim results.

To consider and, if thonght fit, pass the following as a special resolution;

That the direcrars shall he empowered, pursuant o section 95 of the Companies Act

1985, for a period expiting |5 months (ollowing the passing of this resolution og if

catlier, ar the conclusion of the annual general meeting of the company to be held in

1991, to allor equity securities (within rhe meaning of section 94(2) of the Companics

Act 1985) for cash pursuaur to the general authority conferred by o special resolution

of the company passed on 20 Nuverber 1989, as if section 83(1) of that Act did not

apply ro such allotmens and the direcrors shall be entitled ro inake av any time prior to

the expiry of the power hereby conferred any otfer or agreement which would or

might require equicy securities to be allotted after the expiry of such power provided

that such power shall be [imited:

li} o the allotment of equiry securities in connection with a rights issue in favour of
the holders of ordmary shares where the equity securities respecrively attributable
1o the interests of the ordinary sharcholders are proportionae {as nearly as may be)
to the respective numbers of ordinary shares held or deemed 1o be held by them,
subject anly fo such exclusions or other arrangemeuts as the dircctors may deem
uecessary or expedient w deal with fractional entitlervenrs, legal or practical
problemns arising in any overseas wrreitory or by virtue of shares being represented
by depositary receipts, the requirements of any regalatory body or stock exchange,
or any other matter whatsoever; and

(i) to the alloument {otherwise than pursuant to sub-parageaph (i} above) of equity
securities up to an aggregate nominal value of £5,130,000.

Registered office; By order of the Board
Wessex House AF Crofts

Passage Sereer Company secrutary
Bristol BS2 0)Q 30 July 1990

Wamby WAl vk
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NQTES:

Lo Must people receiving this norice will be registered holders of interin rights (including
rights acquired in respect of package units comprising shares in each water holding
company including Wessex Water Pl-) in accordance with the fustalment agreement
dated 22 November 1989, The instalmeur agreement provides thar uniil shordy after
the final instalment of the purchase price is paid on 30 July 1991, shares in Wessex
Water Ple on which instalmengs are payable will be beld by National Wesentinster Bank
Ple. However, arrangements have been made for persons in respect of whom shares are
hekl by Marional Westniinster Bank Ple o attend, speak at, and exercise the voting
rights atrached 1o those shaves by atending the annual general meeting as representa-
tives of Naronal Weseminster Bank Ple, The personalised leter enclosed provides a
forin of representation and should be brought to the meeting.

2. A member iy entitled o appoint oue or nove proxies ra arrend and, on a poll, vore
instead of him. A proxy need wor be a member of the company. A proxy form is
enclosed with this notice. nstructions for use are shown on the form., Forms of proxy
must be deposited ac the office of the Registrar, National Wesuninster Bank Ple,
Redceliffe Way, Bristol BS99 7YA noc less than 48 hours hefore the time for holding the
meeting.

3. Copies of directors’ service contracts and the rules of the Wessex Water Share Schemes
including the proposed winendmens are available for inspection ac the registered office
doriug business hours until 17 Seprember 1990 and at the place of the avnual general
meeting from 10.30 am uazil the couclusion of the meeting,

EXPLANATORY NOTES

The notice on page 34 is the formal naotificarion w sharchalders of the meeting, its
date, time and place, and the matrers 1o be considered.

Separare notes on the proxy voting form exphin the arrangements for sharehelders to
attend the meetivg aud o exereise cheir soting rights.

Resolurion 1@ Report and accouuts

The directors are required to present to the meeting the report of the direcrors apd the
aceounss for the company. The weport and accounts and the anditors” repott are contained
in this decnment. The auditors® repors will be read ar the meeting.

Resolution 2: Declaration of dividend

A dividend can only be paid afrer it has been approved by the sharcholders at a general
meeting, The resolnrion seeks approval to che declaration of a final dividend of 10,14p as
recommended by rhe Jivectors.

Resolutions 3 and 4: Re-clection of direciors

The company’s Articles of Association {the rules which regulate the company’s internal
managetnent and adiministrative structure) require a proportion of the directors to retire
and be re-vleated cach year. Ar the annual goueral meering, Mr D N A McLure and
Mr R Funtington will retire by rotation and vesolutions three and four propose ther
re-appoinenient as direciors.

Resolution 5: Re-appointment of auditors

The auditors of a comnpasy mway not continue in office unless re-appointed ar each
meeting at which accounts are presented, The resplution proposes the re-appointment of
the company’s existing auditors, Coupers & Lybvand Delojree, The resolution also follows
common practice in piving anthority to the direcrors to approve the renuneration to be
paid 1o the audirors,
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Pesolution 6 Wessex Water Shae Schenes

Thye Wessex Woter Shase Sehemgs, vonprisiog 2 profic sharing scheme nnd a contriputory
share schetne wert rnnrodneed prior to the florariun of the company jast year ‘The schemes
can be operated only afree he apnouncement of faal results i each year The
Jixentars would like @ be able to aperate (he ceherues at rimes aches chan innediately
aiter the auRouTCETIEIR of final results, The direetors propose 1o ke an amendment 1©
the yules o asllow them &0 operafe fhe schemes afier the annnunesment of final or
intrim resuhts, bt the scherugs will ouly be operated oree In ANy financial yean

Resolution T3 Awbority 10 allut shares

Av an fxtraoudinary Genera} Meeting of the Company held on 30 November 1989 the
dJirorors were generally authortsed co allac shares up 10 A ApETCHANC nominal amount of
£136,193,000, "This authoyiey is valid until 19 Novembes 1994 The jssucel share capieal is
£102,601,004, Upder Section 29(1) of the Companies Act 1985 if the directors wish 10
allor any vf the anjssued shares for cash they mustin the first ustace offer them 1o exist-
ing shateholders in propertion o fhe pumbet of ordinary shares they each hold ar that
doe. Au ofier of dis eype s called a 'rights Tssue’ qud the endrlement ©© be offered the
e securities fest 18 known s “pre-emprion sights’.

There say e GEUmsTAnNS however, when it is in the fuerests of the company for
the direaors 10 be abis o allot some of the new securites for cash other than by way ofa
rights issue This cannot be done under the Companies Act unless the sharehalders have
Frest waived. thait precempriatt rights. Reselution 2 asks sharcholders © do this but
ouly far sew cecurities having 4 AXHRUT AREHERME aominal vale of £5,130,800 which
is equivalent fo five per cent of ¢he company’™ issued ordimary share capital at the dare of
this notice,

The direcrors will b alrle tH ©se this anrhority withoue aheaining further guthority
from shrrcholders before they allor pew securities covered by it However, by sertivg the
limit of five per cent the interests of existing shareholders are protected, a8 their pro-
portionate merest in the company cannbh, without their agreement, be reduced by more
than five per cent byy the isshes of new sceurirics KO newW sharcholders. 1f the dircetors wish,
other than by 3 rights issue, 10 allor For vash new secrities which would exceed this limit
they would Frst have to reguest the shareholders o walve cheit presempiion pights in
pespeet of the new securities which exceed i,

Thare are begaly regntatory and practical reasons why it may nat always be possible ©
Naue new secaritics under 4 Agnts jssue to some shar¢holders, particulacly those tesident
ovorsgas, 1O Cater for this, resolugion 7, in authorising the dwectors to ot the new
securities by way of a rights issue. goes On to permit the direcrors to make appropriaie
exclusions OF AFFANEAMENtS 1oy deal with such difficnlries.
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