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FINAMNCIAL HIGHLIGHTS
For the year to 31 March 1992

1992

Turmnover £190.8m
Operating profit £67.5m
Profit before tax £76.91m
Earnings per share 68.0p
1ividend per share — nex 19.5p

Profit retained for reinvestiment L49,.9m
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CHAIRMAN § STATEMENT

I am pleased to report another year of real progress for Wessex Water. Capital
invesoment in the water and waste water business was at an all-time high — up
42% to £138 million. We need to continue to invest at this level to put right
many years of underfunding and o provide new processes and works to meet the
requirements of European and UK law for the quality of drinking water, effluenc
discharges and bathing waters. To support this continued investment we need
healthy profits, So, for our 2.5 million customers and their environmment as well as
our sharcholders and bankers who help to finance the Company, it is good news
that Wessex Water Plc profits before tax have increased by 16% to £77 million.

Reflecting these profits and the board’s confidence in the futare of your
Company the directors recommend a final divicdend of 12.9p, making 19.5p for
the year to 31 March 1992,

Concern for our environment, price rises above inflation and inereased,
strong and highly publicised regulation of all utilities have understandably caused
more customers to contact your Company. [t is a credit to all Wessex Water statl
that, throughout this increased activity and with the additional requiremencs of
our regulators, costs have been contained and standards of performance have
improved. Much attention has been given ro improving customer service further.
This is not just so that our customers are better informed but, by giving quick and
complete answers to customers’ questions, costs are reduced and profits better
protected.

Your directors are concerued at the possible impact on customers' bills of
ever higher standards of water and waste treacmient now proposed by Buropean
and UK rules. | welcome evidence that “what the customer can afford” is now
part of the debate between our principal regulators the Office of Water Services
and the National Rivers Authority. I am pleased thar by improved efficiency
Wessex Water this year is able to reduce customers’ bills a little by not using the
full increase in charges allowed under the Government’s formula,

As well as the progre~s we have made with the water business we have also
made an excellent start with the solid waste buisiness Wessex Waste Management,
With our partners Waste Management International ple we were delighted to be

able to acquire Wimpey Waste Management Led in October 1991, A feature of



the deal was that we did not take the tull and almost fill Lindfll sites wath their
potental tuture coses of environmental remediation and httle income. Since s
acquisition a thorough review of the business has revealed the good quality and
enthusiasnt of the enployees who have joined us, The company now trades as
UK Waste, 1 am confident of its fiture under its new managing.director, The
profits for the tew months since acquisition are at a glightly higher level! than we
anticipated at the time of acquisition; this is encouraging in such a severe
economic ciimate, Wessex Waste Management has recently acquired two smaller
companies which fic well with the businiess, and I think we may see more activity
during this financial year,

All employees have continued to adapt well during another testing year. T am
happy to thank them for their dedication and enthusiasm, With such clear
comumitment the board is confident of the prospects for your Company. Wesses
Water will continue to provide a first-class service to all its customers while
procecting its environment and growing the business in other profitable areas.

The fueure looks good for Wessex Water customers, shareholders and employees,

A«\‘c/l«\,w(ﬁ-d Viff’*'ﬂ“"“‘““‘” ;

Chairman

Clatworthy
reservolr,

Somerset
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WESSEX WATER *  covers an area of over 10,000 square km, including all of Avon, most of Dorset
and Somerset, and parts of Wiltshire, Gloucestershire and Hampshire
+ supplies an average of 412 million litres of water every day to 1.1 million
customers through a network of 118 treatiment works, 305 pumping stations, 360
treated water reservoirs and almast 10,000 km of mains

« treats 800 million litres of waste water every day from around 2.5 million
customers using 14,000 ki of sewers, 1,076 waste water pumping stations and
351 waste water treatment works

+ owns 50% of the UK's fifth largest waste management company.

DURING 1991792 invested £138m on over 2,000 capital projects

« carried out | million water supply quality tests at one of the most modern and
automated laboratories in Europe; 99.6% of drinking water tests complted with
UK and EC standards
|
|

¢ achieved 98.3% compliance with efffuent diecharge consent standards

*» retained 70% of protit for reinvestment in better water and waste water services

» achieved 99,9% compliance with the Costomer Charter,



FHE YTAR IN BRIFF

1991

APRIL

rd

Customer telephone calls up by 23% over previous year,
A mile of pipeline provided to help supply safe wacer to a Romanian orphanage,

MAY

Wimpey Wessex Water wins £4m contract in Jersey.
Support for Somerset Trust for Nature Conservation wetlands project.

Wessex Water News receives award of excellence in national competition.

JUNE

Joiut programme with NRA begins to help improve flows in River Piddle.
Work starts on new treatment plants at 7 sources where herbicide is occasionally found.

JuLYy

Drinking Water inspectorate confirms 99.6% compliance with drinking water standards,
£600,000 contract won in Lesotho, Southern Africa,
Work starts on £10m plant to convert sewage sludge to soil conditioner at Avonmouth.

First ever water quality ‘hotline’ started for customer enquiries,

AUGUST

£3.2m contract awarded to improve Fulwood water treatment works near Taunton.
Taunton Ring Main (East) completed.

SEPTEMBER

No water restrictions throughout summer period.
Building Hygiene business awarded BS5750 quality assurance certification,
Work starts on a £30m water supply scheme for Bath.

OCTOBER

Wessex Waste Management acquires Wimpey Waste Management,

Lower increase in charges announced for 1992/93 sharing efliciency gains with customers,

NOVEMBER

Rt Hon Tom King MP opens new waste water treatment plant in Bridgwarer.
Customer appeal raises £65,000 for WaterAid.

DECEMBER

NRA reports a net improvement in river water quality since 1985 in Wessex Region.

1992

JANUARY

Wessex Waste Management and Avon County Council agree waste disposal partnership,
Agreement for marketing monitoting devices signed with Siemens Plessey,
Rt Hon Paddy Ashdown MP opens £140,000 skills training centre at Yeovil.

FEBRUARY

Stare of £8m sewer tunnel scheme in Bradley Stoke, North Biristol.
Department of Mealth awards Scientific Centre ‘Good Laboratory Practice’ certificate,
New water supply centre opened in Trowbridge.

MARCH

Formation of separate business units announced to improve local customer service.
Leak detection programme intensified,

Start of £25m upgrade to wasue water treatment works at Poole.

T N I S



MANACING DIRVOCTOR™S REVIEW

A vear of contnued improvement in standards, quality and service, with record
levels sfinvestment and the growth of Wessex Waste Management to be the fifth
largest solid waste company in the UK, It was also a year largely dominated by
envitonmental issues, with countinuing low rainfall, the introduction of the
European Urban Waste Water Treatment Directive and growing demands from
the environmental regulators,

The 1990s are heralded as the decade of the customer; certainly this is true for
Wessex Water, A number of initiatives have been introduced during the year to
strengthen customer service systems, increase our local presence and improve
understanding of customer needs and priorities.

For the long term, probably the most important development was the
strengthening of our core business management. By promoting a number of
excellent young managers we have ensured that Wessex Water has depth of

managenient skills for che fucure.

PROTECTING THE ENVIRONMENT
Wessex Water s in the business of environmental improvement — a major part of
our business is the treatment of waste water, and Wessex Waste Management
provides a full range of environmental services to deal with solid waste.
Dausdle Dooy Water supply has the potential to harm the enviromment if abstraction is not
beach, Dosset carefully managed. Wessex Water operates within abstracrion licences which are

monitored by the National Rivers Authority. We do not and will not exceed the

prescribed licence conditions,
There have now been five consecutive years of helow-
average rainfall. Last winter the Wessex Water region had

only 53% of average rainfall, making it the driest winter

resources and the effectiveness of our distribution network enabled
supplies to all customers to be maintained without any restrictions, Leak detee-
tion activity has been increased ~ during the year we repaired over 8,000 leaks
and spent over £6 million on renewing the distribution systent. We also ran

publicity campaigns encouraging customers to use waler wiscly.

f . Lo



During a drought the problem of low flows in some rivers atracts conader-
able publicity, The causes are complex and difficult to explam = not least because
in times of low rainfall river flows will be low., There are, however, sonie areas
where abstraction does affect river flows, such as the River Piddle in Dorset.
Wessexx Warter has # clear policy ~ we will not allow any river to be seriously
depleted because of our abstraction, so we are working with the National Rivers
Authority to find a new resource to replace the abstraction thar attects the River
Piddle. In the meantime, we have halved abstraction in this arca.

We are increasing the proportion of treated sludge recycled on agricultural
land because this is the most environmentally sound use of this valuable nutrient.
During the year work has progressed well on the construction of a Swiss Combi
biodrier plant at our Avonmouth treatment works. This plant will take sludge
currently disposed of at sea and wimn it into dry, pasteurised granules which will be
sold as a soil conditioner,

Qur Environmental Services team has been expanded to provide a full
environmental assessment capability so that all significant capital schemes can be
subject to environmental assessment at the planning stage. We
have revised and extended our environmental policy by
developing an Environmental Charter — the first in the
water industry - setting clear targets in every area of Wessex
Water’s activities. Environmental audits are part of this
policy.

The Wessex Water region is rich in sites of special scien-
tific interest, areas of outstanding natural beauty and nature reserves. Our work
takes us into these areas, requiring extra planning and special care to ensure the
environment is protected, Qur close relations with county and local conservation
organisations are invaluable.

Balancing the conservation and recreational demands on our reservoirs 15 also
very important. We have successtully developed sports activities, including spe-
cial facilities for the disabled, and provided increased access, whilst at the same

time protecting the flora and faona in these sensitive sites,

Steon: Bipglan

veserrony, Yeori!



Haste water

treatinent works at

Saltford, near Bath
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MANAGING DIRECTOR™S REVIENY continted

MEETING QUALITY STANDARDS

The quality of the water we supply remains high. Overall compliance with
drinking water standards, as measured by 76,500 tests on samples from customers’
taps, was 99.6%, The small element of non-compliance was principally caused by
the occasional presence of iron ~ which is not a hazard to health — from old iron
mains in parts of our network, and by problems that arise within eustomers’ own
domestic plombing,

Seven of our 11§ water sources occasionally have low levels of herbicides in
the water. During the year work began to install activated carbon treatment at
these sites, This programme, costing £12 million, will be completed by the end of
1993 and will remove herbicides from rreated water.

The performance of our waste water treatment plants showed a further

discharge consent standards. Compliance of our waste water

treatment plants has risen steadily from 95.5% in 1988/89 o

fl 98.3% last year, even though 40 consents were tightened by
the National Rivers Authority. Of the 39 designated bathing
waters around Wessex Water's coastline, 36 met the bacterio-
logical standards of the EC Bathing Water Directive. This was not as
good as last year, when all 39 complied; however, through our ‘duty of care’

monitoring programme we were able to demonstrate that the three failures were

not due to any deficiency in waste water treatment operation,

SERVING OUR CUSTOMERS
Wessex Water is comimitted to providing customers with the services they want
at a price they can afford. We believe cost and affordability must be aken into
account when standards are set, so we have extended our customer research o
discover the views of customers. We have also appointed local business managers
to provide a locus for the local services we provide,

Hlandling all contacts from customers quickly and efliciently is very important
= last year we received over 800,000 telephone calls and letters. Our systems have

BS5750 quality assurance certification and this was renewed during the year.,
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Compliance with our Customer Charter reached 99.9%. New Bemnes were
intraduced including textline and password services for disabled customers and a
water quality ‘hotline’ to make it easy for any customer to obtain an analysis (wath
explanation) of the water supply to their property, a service unique in the
industry,

With over 900,000 separate accounts, making sure bitls are pad on time is
vital for the financial health of the business. The range of payment facilities we
offer has been extended and greater effort directed to clearing outstanding
debts. Genuine ‘can’t pay’ customers are identified so that they can be helped
through social services; those who can but will not pay are pursued through
agreed court procedures. As a result supplies to only 39 customers had to be
disconnected. We are investigating the use of pre-payment meters as an alterna-

tive to disconnection.

CAPITAL INVESTMENT
Maintaining and improving standards drives our capital investment needs. Years
of public sector under-investment and the requirement to meet higher standards

mean thac high levels of investment will continue to be needed

for many years to come,
All our major water treatment works either have been or

are in the process of being upgraded. During the year, Ashford %
o o)

o ) .y L""“ o
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ton were rebuilt to be capable of producing over 26 million g ,ﬁggjg‘“’@}‘ :

Treatment Works near Bridgwater and Fulwood near Taun-

litres a day of high quality water using the latest treatment technology. Work has

begun on a series of schemes to develop additional water resources and improve Asletred waeer
security of supply to Bath and Wiltshire. Costing a total of £30 million, the Heatment worfs,
schemes include abstraction of water from the River Avon downstream of Bath, near Bridatoagsy

new treatment tacilities and additional storage. The first stage of this project, the
construction of an 8 million Litre capacity reservoir in St Catherine's valley, is in

progress.

=
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GFtG IPIRE CTORS RENIEW ronnnued

CAPITAL INVISTMENT cotined
Sewer impravenient and waste wate:;treatnwnt continue to torm the lugest part
of our investment progranune. Sewer renovation schenwes were completed n
Shepron Mallet and Salisbury and a giant tunnelling scheme to
complete the sewerage network in Brstol is continuing to
plan, At Poole, work has started on a £25 million, three-
year project to improve waste water treatment, The new
plane will be largely enclosed to avoid smell nuismee and
will employ a new rechnique, biolegical aerated filoration,
When complete it will provide Poole with one of the most
advanced waste water treannent systeins in Europe, giving a very high qualivy
effluent and fmproving water quality in Holes Bay and Poole Harbour,

Work has also started on the first plant to be constructed to meet the new
European Urban Waste Water Treasment Directive, At Weston-super-Mare, a
£27 million investment will provide a new inland treatment works to replace the
exisung sea discharge,

Our enormous capital programme, £138 million on over 2,000 projects last
year, was managed by our Engineering Services division. Their innovative ap-
proach to capital works enabled us to complete the progranume at less than the

prajected level of expenditure.

TECIHNOLOGY FOR THE FUTURE
Wessex Water has a reputation for being at the forefront in the use of advanced
technology, Through Wessex Water Technologies, a division of Wessex Water
Commercial, we are identifying techniques from other industries and from the
water idustry in other parts of the world which can be successfully applicd to
our water and waste water business, We have formed a research association with
Bath University, giving us access to their wide expertise and to government
funding, Wewes Water Technologies is also our vehicle for making strategic
mvestinents i businesses with appropriate emerging technologies,

A new water resource allocation model has been developed by our engineers

v enable us to make best use of our existing water resources and to nnimise the

e . ..



need for capital investment in new resources, The model is the latest addinon o
our package of suttware systems being sold botl in the UK and overseas. Remate
monitoring technology developed jointdy by Wessex Water and the Nagonal
Rivers Authority has been licensed to Sicmens Plessey Controls Led for market-

ing around the world.

WESSEX WASTE MANAGEMENT
In October Wessex Waste Management, one of our joint venture companies,
became @ major player in the solid waste market by purchasing Wimpey Waste
Management. Now trading as UK Waste, the business is a nationwide operation
— particularly strong in the north of England and Scotland. The company has a
large volume of unused landfill space and an infrastructure more than adequate to
cnable other acquisitions to be ‘bolted-on’ — some already have been, including
Marvin Ltd of Great Yarmouth which has potential for significant growth in the
chemical waste sector.

The high quality of the management, staff and assets of

UK usie,

sofrd

twaste disposal

\

UK Waste together with the technology and experience of

. e <
our partners, Waste Management International ple, will en- AR W o - ” Tl
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able further substantial growth.

QTHER BUSINESS ACTIVITIES
Our other joint venture, Wimpey Wessex Water, undertook three major engi-
neering schemes during the year, including construction of a sludge treatmient
facility, incorporating a Swiss Combi biodrier, to serve the States of Jersey.
Merchanting and scientific services continued to develop. Our Scientific
Centre is benefiting from having obtained Department of Health Good Labora-
tory Practice certification and our small Building Hygiene business gained
BS5750 quality assurance certification,
Overseas consultaney included work in The Gambia, Australia, Lesotho, the

Caribbean and Saudi Arabia,

Wb oo
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MANAGING DIRECTOR'S REVIEYW vontinued

EMPLOYEES

In both Wessex Water and our joint companies we have skilled, dedicated
employees. We are committed to helping all employees to develop to their full
potential, During the year management development schemes were revised with
particular emphasis on future needs for management succession and growth of
new business. Qur ‘raining facilities at Yeovil were improved by the opening of a
new skills eraining centre, which includes special facilities for confined spaces
safety training.

During the year we completed the restructuring of the core business, decen-
tralising profit responsibility and ensuring that all support services are subject to
the pressure of competition. The introduction of perforinance related rewards for
all employees was also completed. The help and co-operation of our employees

dur., three years of almost constant change has been a key feature in
]

: (’g‘ By the successful transition from a rather inward-looking public sector

'-t"J . . .
P e authority to a customer driven private sector company,
N

Our employees have again given gencrously of their
time and money to support community and charitable con~
cerns — speaking to hundreds of groups and organisations,
running marathons, driving trucks to Riomania and, not least, help-~

ing to raise a record £150,000 for the WaterAid charity.
Wessex Water is a business with gross assets approaching £1,000 million but
our most important assct is the quality of our employees. Their dedication will

ensure that Wessex Water continues to grow and flourish in che coming year,

O Nl

Colin Skellete

Group Managing Director



WESSEX WATER COMMITTEES

FOUR COMMITTEES ASSIST THE MANAGEMENT OF WESSEX WATER:

Audit and Remuneration Committee comprising four non-executive direc-

tors, chaired by DNA McLure, The commitree:

* provides an independent review of reports from the Company’s external audi-
tor and commissions such additional investigation work as way be appropriate

to ensure the adequacy of the Group's accounting controls and procedmses

* ensures the Company’s directors and senior executives arve fitly rewarded for

their individual contributions to the Company’s overall performance

* ensures the remuneration of the executive directors of the Company is set by a

committee of the board which excludes the executive directors.

Capital Control Committee chaired by CF Skellett and including directors of
Wessex Water Services Ltd who have engineering, financial, scientific and envi-
ronmental skills. The committee reviews investment proposals and ensures
approved projects are implemented on tme and within approved costs. It also
arranges post-investment appraisal of selected schemes and independent investi-

gations of value for money.

Environment Committee chaired by Dr AK Barbour and including Professor
Sir Richard Dol! and JG Jones (Director of Science and Quality, Wessex Water
Services L), The commiittee advises the board on issues relating to environment

and health.

Rescarch and Developiment Committee chaired by Dr AK Barbour and
made up of selected directors and senior managers. The committee advises the
board of Wessex Water Services Ltd on technology development and application.

Jt propares, co-ordinates and monitors research and developiment programmes.

ALY RHASRVALS B L 3N




LaRECTORS ANID ADVISERS

EXECUTIVE DIRECTORS

WN Hood CBE, CBIM (56) Chainnan

Appointed Chairman of Wessex Water Authority in October 1987, having
previously held vatous positions in UBM CGroup between 1974 and 1982 and
subsequently been a director of HAT Group, He 1s a director of the Water
Services Association, the Provident Life Association, Brembhill Industries Ple and
Comniercial Union Environment Trust ple. He is also chairman of the WaterAid

Council and a member of the Water Training Council.

CF Skellett MSc, CChem, FRSC, FIWEM (47) Gronp Managing Director

Joined Wessex Water Authority in 1974, having worked within the water
industry since 1961, Appomted chief executive in October 1988 and became
Group Managing Director of Wessex Water Ple in September 1989, He is a UK
representaive on the board of management of EUREAL, the European water

stipply association.

R Huntington BSc, CEng, FICE, FIWEM (63)

Gronp Director of Bngiucering and Operations

Joined Wessex Water Authority in 1974, having worked within the water
industry since 1956, He was made head of engineering and operations in April

1986 and appointed to the board in Qctober 1988,

NAW Wheatley FCA (50) Gronp Finance Divector
Appointed to the board of Wessex Water Authority as Finance Director in
March 1989, He was previously finance director of Henlys Group, Paterson Jenks

Ple and Denbyware Ltd.

NON-EXECUTIVE DIRECTORS

DNA McLure MA, FCIM (66) Deputy Clutirman

Appointed to the board of Wessex Water Authority in October 1986 and became
Deputy Chairnzan in February 1988, He was 2 director of Beecham Group from
1975 to 1986, chaioman of Arthur Bell Distillers and a non-e¢xecutive director of

United Distillers from 1987 to 1989, e is a director of' London Buses, European



Brands Group and Burn Stewart Distillees Ple. He is a council member (having in

the past been president) of the Incorporated Society of British Advertisers,

Dr AK Barbour OBE, BSc, Phd, CChem, FRSC, FIMM (65)

Appointed to the board of Wessex Water Authority in October 1980. He was
chief envirommental scientist at the RTZ Corporation from 1972 to 1989, and
chairman of the Environment, Health and Safery Committee of Eurometaux (the
trade association of the European Non-Ferrous Metals Industry) until December
1991, He is visiting professor of chemistry (environmental) at the University of

Manchester Institute of Science and Technology.

EG Falkiman BA, MA, JD (47)
Appointed to the board of Wessex Water Plc on 25 February 1991, He is chief
executive of Waste Managemeut International ple, and has held various positions

with Waste Management Inc since 1977,

RD Kent MA, MBA (44)

Appointed to the board of Wessex Water Authority in July 1988. He is managing
director of Close Brothers Group ple, chainman of Close Brothers Ltd and a non-
executive director of English and Scottish Investors ple. e has been involved in

merchant banking for many years,

AR Thommhill QC, BA (48)
Was appointed to the board of Wessex Water Authority in July 1988, He has

been a practising barrister at the Revenue Bar since 1969 and became a QC in

1985.

COMPIANY SECRETARY

AF Crofts BSe, FCA (40)
Joined Wessex Water Authority as corporate strategist in July 1988 and wnas
appointed Company Secretary in March 1989, He was previously director of

finance and company secretary of UBM Motors Ltd,

L TN A N R U

ADVISERS

AUDITOR,

Coopers & Lybrand

LEGAL ADVISER,

Linklaters & Paines

BANKERS

Barclays Bank PLC

Chemical Investment
Bank Lid

FINANCIAL ADVISER
SG Warburg & Co Lid

STOCKBROKER

Panmure Gordon & Co Ltd

REGISTRAR

National Westminster
Bank pi ¢
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DIRECTORS® REPORT

The directors have pleasitre in submitting their annual report together with the

audited accounts for the year to 31 March 1492,

PRINCIPAL ACTIVITIES OF THE GROUP
The main activities of the Group are the supply of clean water and the treaement of waste
water, The Group has an investment in solid waste dispowal through its associate company
Wessex Waste Management Ltd, which acquired Wimpey Waste Management Ltd dur-
ing the year, Further details of this transaction are givea in the Managing Director’s
Review and note 13 to the accounts. The Group is also involved in construction projects
through its associate company Wimpey Wessex Water Lid,

A review of progress and the activities of the Group during the year and for the future

are given in the Managing Director’s Review on pages 6 to 12,

PROFIT AND DIVIDEND

Group profit for the year after taxation amounted to £70.4m, The directors recommend a
final dividend of 12.9p per ordinary share to be paid on 1 Qctober 1992 to shareholders
on the register at the close of business on 16 July 1992, Together with the interim
dividend of 6.0p per share this will make a total of 19.5p per share for the year, The profit

retzined in the business for the year was £49.9m and this Iras been transferred to reserves.

SUBSTANTIAL SHAREHOLDINGS
18,135,064 B ordinary shares are held by UK Waste Management Holdings Lid, a
subsidiary of Waste Management International ple, amounting to 14.9% of the total
ordinary sharc capital of the Company.

At 1 June 1992 the Company had been notified of the following substantial interests

(3% or more) in the ordinary shares of the Company;

Prudential Corporation 8.04%
Fidelity Investments +.70%
Newton Investment Management Ltd 3.57%

LN A AR S E AU N



DIRECTORS
The names and details of the directors are set out on pages 14 and 15,

In accordance with Article 106 of the Company’s Articles of Associartion,
AR Thornhill QC and NAW Wheatley will retire at the forthcoming Annual General
Meeting and, being cligible, will offer themselves for re-appoinement. The unexpired
period of their service contracts at the balance sheet date were 17 months and 3 years
respectively,

The interests of the directors in the shares of the Company at 31 March 1992 and

1 April 1991 were as follows:

BENEFICIAL INTERESTS £1 ORDINARY SHARES SHARE OPTIONS
1992 1991 1992 1991
WN Hood CBE 33,193 33,110 146,654 106,654
CF Skellett 4,083 4,000 129,181 89,181
R Huntington 4,443 4,360 78,142 64,417
NAW Wheatdey 5,083 5,000 01,988 71,988
DNA McLure 10,000 10,000 -~ -
Dr AK Barbour QBE 800 800 - -
RD Kent 5,980 5,980 - -
AR Thornhill QC 2,000 2,000 - -

EG Falkman - - - -

On 1 April 1992 CF Skellett and NAW Wheatley acquired 9 and 11 ordinary shares
respectively under the interim serip dividend offer. On 9 April 1992 C F Skellett acquired
a family interest in 400 ordinary shares. There were no other movements in directors’
sharcholdings to the date of this report.

The options to purchase fully paid ordinary shares were granted under the Wessex
Water sharcsave scheme and the Wessex Water executive share option scheme. 51
directors and senior managers have options under the exceutive share option scheme
granted av between £2.84 and £4.31 per share. 45% of all staff have options under the
savings-related sharesave scheme granted at £1.76 and £3.02 per share. Further details are
given in note 21 to the accounts,

In addition, executive directors are deemed to be interested in ordinary shares held in

trust under the Wessex Water profit sharing scheme as follows:
WN Hood 482; CF Skellett 497; I} Huntington 497; and NAW Wheatley 480,

WN Flood and CF Skellett are directors of Wessex Water Trustee Company Ltd which
holds 562,186 shares on behalf of employees of the Group, No directors had any other

interest in the shares of the Company or any other Group company.

AL IR SRR BT
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DIRECTORS® REPORY continned

COMMUNITY ACTIVITIES

During the year £43,000 was donated to United Kingdom charities and £33,000 was
given by way of sponsorship to local, environmental and water related activities. This
included support for nature conservation trusts, Business in the Community, education,
swimming clubs, water sports for the disabled and a variety of charities providing benefits

to the local communiry. No political donations were made.

EMPLOYMENT POLICY
Wessex Water offers equal opportunities to all applicants for employment, whatever their
sex, tace, religion or marital status. Disabled people are offered employment, training,
career development and promotion on the basis of their aptitude and abilities, in common
with all employees,

A high priority is given to employee communications which include monthly team
briefings, an award winning stafl newspaper, newsletters and conferences.

It is the policy throughout the Group to ensure that health and safery standards are
maintained at a high level, Regular health and safety meetings are held, The accident rate

continues to be ane of the lowsst in the warer industry.

ENVIRONMENTAL POLICY

Wessex Water is committed to protecting, conserving and improving the environment
and to operating i a socially responsible manner. Working practices are continually
revised as improved wechniques and technologies become available. The Company has
developed an Environmental Charter and a separate environmental report has been

prepared indicating the progress made in this area during the year,

AUDITOR
A resolution to re-appoint Coopers & Lybrand as the Company’s auditor will be proposed
at the Annual General Meeting, Until 1 June 1992 the firm practised in the name of

Coopers & Lybrand Deloitte.

ANNUAL GENERAL MEETING ‘oo )
The Annual General Meeting will be hield at 11.00 am on Thursday 3 September 1992 ar
the Assembly Rooms, Bennett Street, Bath, The resolutions together with explanatory

notes are given on pages 42 to 44,
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GTHER INFORMATION
On L April 1992 150,058 shares were allotted following the Company's intenm scrip
dividend offer of 14 January 1992,

Details of changes in tangible fixed assets during the year are given in note 12 o the
accounts.

Puring the financial year, insurance was maintained covering directors and officers of
the Company against liabilides relating to the performance of their duties.

The Group canied out research and development in support of existing activities o
improve the reliability and effectiveness of water and waste water services,

The Company is not a close company within the meaning of the Income and

Corporation Taxes Act 1988.

By Order of the Board M .

AF Crofis
Company Secretary
22 June 1992

AUDITOR’S REPORT

REPORT OF THE AUDITOR TO THE MEMBERS OF WESSEX WATER. Plc

We have audited the accounts set out on pages 20 to 40 in accordance with Auditing
Stanclards,

In our opinion the accounts give a true and fair view of the state of affairs of the
Company and the Group at 31 March 1992 and of the profit and cash flow of the Group
for the year then ended and have been properly prepaced in accordance with the Compa-
fies Act 1985,

C«\»A,ﬁm €l b ety

COOPERS & LYBRAND
Chartered Accountants and Registered Auditor
Bristol

22 June 1992
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CONSQLIDATED PROFIT AND LQOSS ACCOUNT

For the year ta 31 March 1992

Turnover

Note

Operating profit

Net interest receivable

Profit on ordinary activities
before taxation and associates

Income from interests in associated undertakings

Profit on ordinary activities
before taxation

Taxation on profit on ordinary activities

Profit attributable to sharcholders
Dividend

Profit retained

Earnings per ordinary share
Fully diluted earnings per ordinary share

The notes on pages 24 to $0 form part of these acciunts,
The movem.nts on reserves aré shown in note 22 on page 36.

20 wihenr s WL Ik

1992 1991
fm £m
190.8  166.9
67.5 57.5
8.5 8.5
76.0 66.0
0.9 -
76.9 66.0
6.5 6.1
70.4 59.9
20.5 18.2
49.9 41.7
68.0p  58.4p
57.9p 50.3p



CONSOLIDATED BALANCE SHEET
at 31 March 1992

Note 1992 1991
£ £m £m £m
Fixed assets
Tangible assets 12 715.8 617.1
Investments 13 5.6 721.4 0.1 017.2

—— T b e rna ym—— - -

Current assets

Stock and work in progress 14 3.2 4.6

Debtors 15 40,5 33.0

Listed investments 13 0.7 0.5

Short term cash investments 206.2 161.8

250.6 199.9

Creditors — anounts due within one year 16 106.7 79.0
Net current assets 143.9 120.9
Total assets less current liabilities 865.3 738.1
‘Creditors — amounts due after more than one year 17 188.5 64.0
Provisions for liabilities and charges 18 6.4 8.2
Deferred income 19 7.1 3.4
20 663.3 662.5

Capital and reserves

Called up share capital 21 1211 120.9
Share premium account 22 44.8 44,0
Profit and loss account 22 497.4 497.0

663.3 662.5

These accounts were approved by the board of directors on 22 June 1992,

Nicholas Hood Nicholas Wheatley
Chairman Group Finance Dircctor

4—/(;:3»’*‘"??:;’"’;
A /’M‘( e ;

The tiotes on pages 24 to 40 forim part of these accounts.
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COIMBYANY BAY ANCLE SHEET
at 31 March 1492

Note 1992
£ Em
Fixed assets
Investments 13 135.0
Current assets
Debtors i5 34.4
Listed investments 13 0.7
Short term cash investments 2006.2
241.3
Creditors -~ amounts due within one year 16 36.9
Net current assets 2044
Total assets less current liabilities 340.0
Creditors — amounis due after more than one yeor 17 60.0
280.0
Capital and reserves
Called up share cugsited 21 121.1
Share premiunt accoting 22 44.8
Profic and loss accoust 22 114.1
280.0

These accounts were approved by the board of directors on 22 June 1992,

Nicholas Hood Nichalas Wheatley
Chairman Group Finance DirectSr

/f/ L
- .
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The notes on pages 24 to 40 form part of these accounts.
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1991
£m .M

815
30.1
4.5
159.3
149.9
43.0

146.9

228.4

228.4

120.9

44.6

62.9

228.4




CONSOLIDA

FEL ¢ ASD LAWY STATIMENT
For the year ta 31 Marcl: 1992

Increase in cash and cash equivalents 24

Note 1L LA
fm L
Net cash inflow from
operating activitics 23 $8.5
Returns on investiments and
servicing of finance
Interest received 15.5
Interest paid (2.4
Dividends paid (12.1)
Interest element of finance lease rental payments {2.1)
25 (1.1)
Taxation
Advance corporation tax 26 {h.1)
Investing activities
Purchase of tangible fixed assets (117.6)
Sale of tangible fixed assets 0.5
Connection charges, grants and deferred income 10.6
Investments (54.3)
27 {160.8)
NET CASH OUTFLOW BEFORE FINANCING (79.5)
Financing
Issue of ordinary share capital 0.4
Finance lease drawdown 65.1
New long rerm loans 60.0
28 125.5
46.0

Detnls supporomy the consolidated cash flow statement are set out in notes 23 to 28,

Whiash WATTR I

1991
£in £m
77.5
8.1
(0.4)
(16.7)
v.0)
3.5)
(80.6)
0.6
3.9
(0.6)
(70.7)
(.7)
62.3
25.0
38.0
125.3
119.6
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NOFES TO THE ACCOUNTS
For the year to 31 March 1992

ACCOUNTING POLICIES

a

Basis of preparation
The accounts have been prepared under the historic cost convention and in aceordance with applicable
accounting standards in the United Kingdom.
Basis of consolidation
The Group accounts include the accounts of the Company and its subsidiaries up to 31 March 1992, As pernutted
by the Companies Act 1985, a profit and loss account for Wessex Water Ple is ot presented.
Associated undertakings
The accounts incorporate the Group's share of the results of associated undertakings, where material. The
consolidated profit and loss account incorporates the Group's share of profits kess losses and the Group's share of
their net assets is included in the consolidated balance sheet.

The accounting policy used by the Wessex Waste Managemen? group in respect of acquisitions by that group
is as follows:

for consolidation purposes the fair value of total purchase consideration is allocated between identifiable assets
and liabilities acquired on the basis of their fair value to the group as of the date of acquisition. Any difference
arising, representing goodwill, is climinated against reserves.

in determining the fair value of asscts and liabilities acquired, provisions are made in respect of any business
reorganisation costs to be incurred and any trading losses anticipated during the reorganisation period.
Turnover
Turnover represents income receivable in the ordinary course of business, excluding VAT, for services provided
to external customers,
Tangible fixed assets and depreciation
Tangible fixed assets comprise infrastructure assets and other assete

i Infrastructure assets comprise a network of systems of mains and sewers, impounding and pumped raw water
storage reservoirs, dams, sludge pipelines and sea outfalls,

Expenditre on infrastructure assets relating to increases in capacity or enhancements of the network is treated
as additions which are included at cost after deducting connection charges and grants.

Expenditure on maintaining the operating capabilivy of the network in accordance with defined standards of
service is charged as an operating cost.

No depreciation js charged on infrastructure assets because the network of systems is required to be maintained
in perpetuity and therefore has no finite economic hfe.

ii Other assets include properties, plant and equipment and are shown at cost less accumulated depreciation,

Frechold land is not depreciated. Other assets are depreciated evenly over their estimated economie lives, which
are principally as follows:

Specialised operational properties and structures 15-80 years
Non-specialised operational properties ol years
Plant, machinery and vehicles 330 years
Other assets =15 years

Leased assets
Where assets are financed by leasing arrangeinents which transfer substantially all the risks and rewards of
ownership of an asset to the lessee (finance Jeases), the assets are treaced as if they had been purchased and the
corresponding capital cost is shown as an obligation to the lessor. Leasing payments are treated as consisting of a
capital efement and fimance costs, the eapital element reducing the obligation to the lewsor and the finance charge
being written off to the profit and loss account over the period of the lease in reducing amounts in refation to the
outstanding obligations, The assets are depreciated gver the shorter of their estimated vsefid lives and the period
ot the lease,

All other leases are regarded as operating leases, Rental costs arising under operating leases are written off'in
the year they are incurred.
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g Grants and contributions

e

Grants and contributions in respect of specific expenditure on non-infrastructure fixed assets are treated as deferred
income and recogrused in the profic and loss account over the expected usetul economic lives of the related assers.
The cost and accumulated depreciation have noc been restated in prior years, as in the opinion of the directors chis
is not material.

Grants and contributions and infrastructure charges relating to infrastructure assets, which are non-depreciating
assets, have been offset against the cost of related fixed assets, This treatment has been adopted to show a true and
fair view,

Investments

Investments held as fixed assets are stated at cost less any provisions for permanent diminution in value. Those held
as current assets are stated at the lower of cost and net realisable value.

Stocks and work in progress

Stocks are stated at cost less any provision necessary to recognise damage and obsolescence. Work in progress is
valued at the Jower of cost and net realisable value. Cost includes labour, materials, transport and auributable
overheads.

Foreign currency

All transactions denominated in foreign currencies are translated into sterling at the actual rates of exchange ruling
at the dates of the transactions, Foreign currency balances are translated into sterling at the rates of exchange ruling
at the balance sheer date.

Interest rate instruments

Interest rate instruments, which are used to provide a hedge against interest rate movements attaching to the
Company’s external financing, are valued on a basis consistent with the underlying transactions. Profits are
accounted for on an accruals basis over the life of the hedge. Any losses arising are provided for in the financial
period in which they oceur,

Research and development

Research and development expenditure is written off’ in the year in which it is incurred,

Business development expenditure
Expenditure incurred by the Group attributable to business development projects is deferred in circumstances
where, in the opinion of the directors, there exists a reasonable expectation thata project will lead to the recovery
of attributable expenditure through future commeraial success,

Deferred business development expenditure is amortised over the period during which the related future
income is expected to arise.

Unamortised expenditure is reviewed on a regular basis and its recoverability reassessed. Where doubt exists as
1o the eontinued recoverability of .uch expenditure it is written off.
Taxation
The charge for taxation is based on the profit for the period adjusted in accordance with tax legistation. Tax
deterred or accelerated is accounted for in respect ofall material timing differences to the extent that it is probable
that a liability or asset will crystallise. Timing differences arise from the inclusion of items of income and
expenditure n tax computations in periods different from those in which they are included in the accounts.
Provision is made at the rate which is expected to apply when the liability or asset erystallises.

Pensions

Thz - ost of providing benefits is charged to the profit and loss account on a basis designed to spread the cost over
the expected average service lives of employees, Mifferences between the amounts funded and amounts charged
to the profit and loss acecunt are traated cither as provisions or prepayiments in the halance sheet, The two main
pension schemes of the Group are of the defined benefie type, which are externally funded and valued by an
independent actuury.
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NOTES FOCTHE ACCOUNTS eontinucd

For the pear te 31 Muarch 1992

Turnover

Analysis by class of business

Warer supply
Waste water
Other trading activities

Operating profit
Analysis by class of business

‘Warer supply
Waste water
Other trading activities

Operating profit by class of business is determined after allocating central service costs on the basis of tine spent

on cach class of business,

Operating profit is shown after charging
the following operaving costs;

Materials and consumables

Other external charges

Manpower costs {note 9)

Depreciation

Amortisation of grants and contributions
Infrastructure maintenance expenditure
Other operating charges

Loss on disposals of fixed asscts

Total operating costs

Operating costs includ=:

Operating leases for plant and machinery
Other operating leases

Research and development

Directors’ remuneration {note 10)

Auditor’s remuneration, company and group

26 RN A Y PR

GROUP
1992 1991
fm £in
1.3 53.4

117.5 104.6
11.8 8.9
190.8 166.9
13.7 3.2
£2.0 48.2
1.8 1.1
67.5 57.5

1992 199]
Yedl m
24.0 21.7
27.2 24.7
32.1 25.7
18.9 17.0
(0.2) (0.1)
10.7 12.1
10.2 8.0
0.4 0.3
1233 109.4
0.4 0.5
0.8 0.6
0.7 0.6
0.7 0.6
0.1 0.1




3 Net interest receivable

INTEREST PAYABLE

Bank loans, overdrafts and other loans.
Repayable within five years otherwise than by instabnents
Not wholly repayable within five years

Toual interest payable

INTEREST RECEIVABLE

Net interest receivable

Taxation

TAXATION ON PROFIT ON QRDINARY ACTIVITIES
Advance corporation tax

Share of tax charge of associated undertaking

- amounts payable on receipt of group relief

- income receivable from surrender of Tosses to
associated undertaking

GROQUP
1992 1991
fin £m

0.9 (0.5
(1.3 (1.3

(8.2 (1.8)
16.7 103

ymermrar e

8.5 8.5
6.5 6.1
0.4 -
{0.4) -
0.5 6.1

The advance corporation tax is in respect of dividends paid and proposed for the year. There is no other liability

1o UK corporation tax as a result of the availability of capital allowances,

DEFERRED TAXATION

The full potential amount of deferred taxation caleulated at 33% on all timing differences is as follows:

Accelerated capital allowances

{Dther timing differences

Advance corporation tax recoverable
Trading losses

1992 1991
fim £m
84.0 34,1

©.7) @0
(16.1)  (9.0)
(17.3) @69

43.9 141

No deferred tax has been provided as projections indicate that the potential Hability will not erystallise within the

foreseeable future,
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NOTES TO THE ACCOUNTS continued

For the year to 31 March 1992

5 Dividend

ON ORDINARY SHARES
Interim dividend of 6.6p per share (1991 — 6.1p)
Proposed final dividend of 12.9p per share (1991 — 11.6p)

ON B ORNINARY SHARTES
Total dividend of 2.595p per share
(1991 from the date of issue £41,258)

6 Earnings per ordinary share

The calculation of earnings per ordinary share is based on the profit after taxation, less the dividend
payable on B ordinary shares, using a weighted average number of ordinary shares of 102,818,188.

7 Fully diluted carnings per ordinary share

The calculation of fully diluted earnings per ordinary share for 1992 is based on the profit after taxation
plus notional interest on outstanding share options, as if they had been exercised on 1 April 1991, The
weighted average number of ordinary shares for this purpose is 130,013,918 which assumes the excrcise

GROUP
199 1991
£ £m

6.7 6.3

13.3 11.9

20.0 18.2

of all outstanding options and the fitll conversion of B ordinary shares.

T'he proforma fully diluted earnings per share for 1991 assumes that the B ordinary shares were issued
and that the share options had been exercised on 1 April 1990, No adjustnient has been made for
notional interest on the B ordinary shares between 1 April 1990 and their date of issue. The weighted

average number of ordinary shares for this purpose is 129,260,710,
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a

Company profit and loss account

As permitred by Section 230 of the Companies Act 1985, a profir and loss account of the parent
companty is not presented. The amount of the consolidated profit attributable to shareholders dealr with
in the accounts of the parent company is £71.6m (1991 -~ £59,3m} after including dividends from
subsidiary companies ol £61.8m (1991 ~ £56.0m).

Employee information

Total employment costs of the Group were:

Wages and salaries

Social security costs

Other pension costs
Redundaney and rationalisation

Total employment costs are charged as follows:

Capital schemes
Infrastructure maintenance expenditure
Manpower costs

The average number of employees during

the financial year was:

GROUP
1992 1991
£m Fm
34.8 28.3

2.7 2.2
3.7 2.3
2.3 0.5
43.5 33.3
10.4 G.8
1.0 0.8
32.1 25.7
43.3 33.3
1992 1991
1,869 1,755
Wi NS N b




-

NOTES TO THE ACCOUNTS cantinued
For the year to 31 Murch 1992

10 Directors’ remuneration

a

11

The remuneration of executive directors is determined by the Audit and Remuneration Commirtee
comprising non-executive directors and chaired by the Deputy Chairman.

GROQUP

1992 1991
£000 £000

Total remuneration including pension contributions:

As directors 70 50

For management services 637 526
707 576

Remuneration, including salary, performance related rewards and taxable benefies but excluding pen-
sion contributions:

Chairman 160 128

Other directors within the following ranges:

£ 1992 1991

0~ 5,000 1 1
10,001 = 15,000 2 2
15,000 = 20,000 - 2
20,001 — 25,000 2 .
85,001 — 90,000 - 1
95,001 — 100,000 1 {
100,001 = 105,000 - 1
105,001 — 110,000 1 -
125,001 — 130,000 1 -

Transactions with directors and officers

There were no transactions or arrangements with directors and officers which require disclosure under
the provisions of the Companies Act 1985,
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12 Tangible fixed assets

Specualied Non- Infra- Plane Other Payments Group

operational  spevatied  structure machimery assets onucountand  todal

properties  operationsl asscts anid veluckes A55eLS I0 Loune

& structures  properties of construcnon

£m £m £m Im £m £m £m

COST
At 1 April 1991 188.5 9.0 273.8 176.1 259 55.5 728.9
Additions 19.1 a7 529 340 3.0 127 1253
Disposals Oy 0.1 - (1.3) (.1) ©2 (1.8
Government grants
and contributions - - (6.0) - - {0.8) (6.8)
Ac 31 March 1992 207.5 11.6 32007 2097 28.8 67.2  B455
DEPRECIATION
At 1 April 1991 3.1 1.6 - 04.8 14,2 - 11.7
Provision for year 3.1 0.2 - 12,9 2.7 - 18,9
Disposals - - - {0.8) {0.1) - (0.9
At 31 March 19492 3.2 1.8 - 76.9 10.8 - 129.7
NET BOOK VALUE
At 31 March 1992 173.3 9.8 320.7  132.8 12.0 67.2 7158
At 31 March 1991 157.4 7.4 273.8 111.3 1.7 55.5 017.1

Specialised operational properties and structures prinaipally comprise intake works, pumping stations, treatnient
works and boreholes.

Non-specialised operational properties comprise offices, depots, workshops, residential properties directly
connected with water and waste water services and Jand held to protect the quality of water supplics.
Infrastructure assets comprise a network of systems of mains and sewers, impounding and put. ;+d raw water
storage reservoirs, dams, sludge pipelines and sea outfalls,

The accounting treatment for contributions and infrastructure charges in respect of infrastructure assets is
desenbed in the Accounting Policies. In the opinion of the directors it is not appropriate to trear contributions
and infistructure charges on infrastructure assets as deferred income, The fixed assews to which they relate are not
depreciated and accordingly no basis exists on which to recognise such contributions as deferred income. The
contributions relate directly to investment in infrastructure assers and theretore are deducted dircetly from their
purchase price or production cost,

Other assets include fannture and fittings, laboratory and other equipment.

The net book valuz of assets held under finance leases is £85.0m (1991 - £23,3n1).

The depreciation charge for the year on assets held under finance leases is LonGm (1991 = £0, 1),
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NOTES TO THE ACCOUNTS continued
For the year to 31 March 1992

13 Investments GROUP COMPANY
1992 1991 1992 1991
I £m ERI Em

a FIXED ASSET INVESTMENTS
Fixed asset investments represent the Corpany’s
investment in its principal subsidiary companies
and associated undertakings

oSt
At 1 April 0.1 - 81.5 81,4
Additions 54,1 0.1 54,1 01
| Share of retained profit 0.9 - . -
| Proportion of goodwill written off by
associated undertaking (49.5) - . -
Ac 31 March 5.6 0.1 135.6 81.5

The principal subsidiary companies and associated undertakings are listed on page 40,

In the course of the year the Company provided funding of £54.1m to Wessex Waste Management Ltd, The
goodwill written off by Wessex Waste Management Ltd arose on the purchase of Wimipey Waste Management
Led and Flemmings Hygiene Lid,

The book value of the nec assets of Wimpey Waste Management Ltd, now trading as UK Waste Management Lud,
was £26.8m at the date of acquisition. This value has been reduced by acquisition adjustiments of £18.2m 10

. reflect the fair value to the acquiring company. The total cash consideration for the business was £106.5m and
there was goodwill arising on acquisition of £97.9m of which £48.9m is attributable 1w Wessex Water Ple.

The principal acquisition adjustments, which are provisional and net of taxation, include provisions for the costs
of landfill closure, environnental and compliance costs and other reorganisation costs including the introduction
of the new livery of UK Waste,

b CURRENT ASSET INVESTMENTS

The market value of listed investments at 31 March 1992 was £1. lm.

14 Stock and work in progress GROUP
1992 1991
£ £m

Stores 2.3 29
Work in progress 0.9 1.7
3.2 4.0
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15 Debtors GROUT COMPANY
1992 1991 1992 1991
£ £m £y fm
Amounts due within one year
Trade debiors 19.2 16.0 - -
Amounts owed by proup companies - - 28.3 20,8
Other debeors 1.8 1.5 - -
Prepayments and accrued income 19.5 15.5 6.1 3.3
40.5 33.0 344 30,1
16 Creditors
Amounts due within one year
Bank loans, overdrafts and temporary borrowings 3.3 4.9 7.9 2.2
Trade creditors 5.7 4.5 - -
Amounts owed to group companies ‘ - - - 0.8
Proposed dividend 20.3 11.9 20.3 11.9
Orther credivors 0.4 0.2 - -
Advance corporation tax 6.5 6.1 4.5 o1
Other taxation and social security 1.0 1.2 - -
Accruals and deferred income 69.5 50.2 2,2 2.0
106.7 790 36.9 43.0

As a part of the Group's banking arrangements each of the companies in the Group is jointly and severlly liable

for the overdrafts of the other group companies. Wessex Water Ple has acted as guanintor for certain borrowing

facilities mnde available to Wessex Water Services Lid,

17 Creditors

1992
£m
Amounts due after more than one year
Loans and finance leases repayable
within {2 years -
within 2-5 years 10.0
over 5 years 178.1
Other 0.4
188.5

1991
£m

0.6
62,4
1.0

64,01

1992
£m

30.0
3.0

60.0

1994
£m

[ )

-

Loans of £188. 1m consist of £123.0m borrowed at fixed rates varying between 9.9% and 11.5%, and £65, tm at

floating rates linked to LIBOR with an option to convert ko fixed rates, During the year to 31 March 1992 these

Noating rates vaned between 9.4% and 10.7%,
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NMOTES TO THE ACCOUNTS continned
For the year to 31 March 1992

18 Provisions for liabilities and charges GROUP
1992 1991
fin £mn

INFRASTRUCTURE MAINTENANCE PROVISION

At 1 April 8.2 6.5

Charged ro profit and loss account 10.7 12.1

Infrastructure maintenance spend (12.5) (10.4)
At 31 March 6.4 8.2

19 Deferred income

Grants and contributions in respect of non-infrastructure assets are treated as a deferred credit and
released to the profit and loss account over the life of the underlying asset.

1992 1991

£m £m

GRANTS AND CONTRIBUTIONS

At 1 April 34 -

Received in year 3.9 3.5

Less amortisation {0.2) {0.1)

At 31 March 7.1 A4
20 Net assets

Analysis by class of business

Water supply 190.7 179.7

Waste water 387.1 379.3

577.8 559.0
Interest bearing aperating assets 85.5 103.5

= -

¢03.3 662.5

Interest bearing operating assets include cash, loans, taxation, interest and dividends payable. In the opinion of the

directors the allocation of nev assets by class of business to other trading activitics would not be meaningfil,
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21 Called up share capital COMPA Y

1992 1491

Hm fm
AUTHORISED
15(3,000,000 ordinary shares of £1 each 150.0 150.u
20,000,000 B ordinary shares of £1 each 20.0 210

One special rights redecmable preference share of £1 . -

170.0 170,

ALLOTTEL AND FULLY PAID

102,952,352 ordinary shares of £1 each 103.0 1028
18,135,064 B ordinary shares of £1 each 18.1 18.1
Qne special rights redeemable preference share of £1 - -

— e

121.1 120.9

The B ordinary shares will convert into new ordinary shares on 28 February 1998, on a one-for-one
basis. Options granted to Waste Management Inc were transferred during the year to UK Waste
Management Holdings Led in respect of 6,363,182 ordinary shares, which may be exercised berween
1 January 1995 and 31 December 1999 at prices between £5.43 per share and £9.04 per share, which
price will be determined by the date of cxercise. Holders of B ordinary shares are entitled to a fixed
dividond of 0.75% net per annum on the issue price.

During the year 4,995 ordinary shares were issued at £1.76 per share under the savings related share
option scheme, 35,211 at £2.84 per share under the executive share option scheme and 146,638 at
£3.85 per share under the 1991 profit sharing scheme. This resulted in share premium on allotment of
£486,502.

The special rights redeemable preference share is redeemable at par, on 31 December 1994 or at any
time prior to that date at the option of the Secretary of State after consulting the Company.

The Company has the following share schemes for employees:

i 562,900 ordinary shares of the Company were held in trust at 31 March 1992 on behalf of emiployees
who were beneficially entitled to the shares under the Wessex Water profit sharing scheme.

ii A savings-related share option scheme, based on SAYE contracts, under which options were granted
in December 1989 at £1.76 per share and in Angost 1991 ac £3.02 per share. At 31 March 1992 the
number of options outstanding under this scheme was 1,667,302, exercisable between 10 February
1995 and 13 April 1999,

iii An executive share option scheme whereby options outstanding in respect of 1,405,758 ordinary
shares were granted between £2.84 and £4.31 per share. These options are exercisable between
16 January 1993 and Y January 2002,
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NOTES TO THE ACCOUNTS continued
For the year ta 31 March 1992

22 Reserves GROUP COMPANY
Share Profit Share Profit
premium and loss premaum and loss
account account acgount accpung
Em £m Lm im
At 1 April 1991 44.6 497.0 44.6 62.9
Retained profic for the year - 49.9 - 51.2
Premium on shares issued (see note 21) 0.5 - (L5 -
Scrip dividend issue costs (0.3) - (0.3) -
Proportion of goodwill written off by
associated undertaking (sec note 13) - (49.5) - -
At 31 March 1992 44.8 497.4 44.8 1141

The Group's share of post acquisition reserves of associated undertakings of £48.6m comprises profit retained for

the year of £0,.9m less goodwill written off on acquisition of £49.5m (see note 13).

23 Reconciliation of operating profit to net cash inflow from operating activities

1992

£m
Operating profit 67.5
Depreciation 18.9
Release of deferred income {0.2)
Infrastructure 1maintenance provision (1.8}
Loss on disposal of fixed assets 0.4
Decrease in stock and work in progress 1.4
(Increase) in debtors {6.2)
Increase in credirors R.5

88.5

24 Analysis of changes in cash and cash equivalents during the period

3392 313591 3143790 1492

£m £m £m Am

Short term cash investments  206.2 161.8 43.3 44,4
Bank overdraft (3.3) (CRY)] (6.0) 1.6
202.9 156.9 37.3 £6.0

L r————
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1991
£m
57.5
17.0

0.1)
1.7
(1.3
0.3

(5.0)
6.4

77.5

1991
fm

118.5
1.1

119.6
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25 Reconcilistion of returns on investments and servicing of finance

1992 1991
£m £fm
Tnterest receivable 16.7 1.3
(Increase) in debrors (1.2) 1585 {2.2 8.1
Interest payable (3.5) (1.5)
Increase in creditors 1.1 2.4) 1.1 0.4
Dividends payable ' (20.5) (18.2)
Increase in creditors 8.4 (12.1) 1.5 (16.7)
Interest payable on finance leases {4.7) {G.3)
Increase in creditors 2.6 (2.1) 0.3 -
(1.1) 9.0)
26 Reconciliation of taxation
Taxation {advance corporation tax)
per profit and Joss account (6.5) {6.1)
Increase in tuxation creditor 0.4 (6.1) 2.6 (3.5)
27 Reconciliation of intvesting activities

Capital expenditure {1.3.3) (86.1)
Increase in capital creditors 7.7  (117.6) 5.5 (80.6)
Sale of tangible assets 0.5 0.6
Government grants and contributions 6.8 8.0
Deferred income 3.9 3.5
Increase in capital debtors (0.1) 10.6 (1.6) 9.9
[nvestments ‘ (55.2) ((n6)
Income from interests in associated undertakings 0.9 {54.3) - (0.6)

(160.8) (70.7)

e —————
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NOTES TO THE ACQOUNTS continued
For the year to 31 March 1992

Y
28 Analysis of changes in financing
3392 3L 390 1992 1991
£m £m £m £fm £m
Called up share capital 121.1 120.9 102,06 0.2 18.3
Share premium account 44.8 44.6 0.6 0.2 44.0
0.4 62.3
Crixditors more than one year  188.5 64.0 0.9
Less other 0.4 1.0 0.9
188.1 63.0 - 125.1 63.0
125.5 125.3
29 Commitments GROUP
1992 1991
Fm £m
a  Capital expenditure authorised by the directors:
Committed 96.2 40.7
Not yet committed 44.9 90,9

141.1 131.0

In addition to these commitments, at 31 March 1992, Wessex Water Services Led had longer term investment
expenditure plans which included expenditure to improve the performance and condition of its assets and to

provide for growth in demand,

Operating lease payments under leases on land and buildings due within the next year in respect of

leases which expire:

1992 199

£m £m

Between 1 and § years - 0.1
Over 5 years 0.9 (1.6
0.9 0.7

At 31 March 1992 the Company had interest rate and currency instrument agreements outstanding
with commercial banks with a principal value of £148m (1991 — £48my).

Defereed consideration of up to £7.5m being one half of the amount payable by UK Waste
M .nagement Lid, a wholly owned subsidiary of the Company’s associated undertaking Wessex Waste
Mimagement Lid, in connection with the acquisition of Jandfill sites. In the opinion of the directors no
amount was payable at the balance sheet dace,
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30 Contingent liabilities

There are no materul contingent Habilities at 31 March 1992 for which proviston has not been made
in these ac¢ounts,

31 Pensions

The two main pension arrangements cperated by the Group are the Wessex Water Pension Scheme
(WWPS) and the Wessex Water Mirror Image Pension Scheme (WWMIS). Both WWES and WWMIS
are defined benefit schemes covering the majority of the Group's statf; the assets of the schemes are
held in separate trustee adiministered funds,

The Trustees of these schemes have appointed independent investment managers to invest the
funds in an approved range of securities excluding investment in shares of Wessex Water Ple.

The pension cost charged to the profit and loss account and prepayment at the year end have been
determined on the advice of professionally quatified independent actuaries. The pension cost for the
year was £3.7m (1991 — £2.3m). The increase is mainly due to the adoption of improvements to the
benefits of the WWPS and to the granting of additional benefits to members retiving from service under
the Group’s severance arrangements.

The balance sheet includes a prepayment of £0.79m (1991 = £0.65m) resulung from the accu-
mulation of employer contributions in excess of net pension costs.

The first actuarial valuations of both WWPS and WWMIS were undertaken as at 31 March 1990,
The projected unit method was used for the WWPS valuation and the attained age method for the
WWMIS valuation. The assumptions which have the most significant effect on the results of a valnation
are those relating to the rate of return on investinents and the rates of incresse 1n salaries and pensions.
It was assumed that the investment returns would be 9% per annum, that salary inereases weuld
average 7.5% per annum and that present and future pensions would increase at che rate of 5% per
annum in the WWPS and 5.5% per annum in the WWMIS. The same actoarial methods and as-
sumptions were used for assessing pension cost.

The market value of the WWDPS assets as at 31 March 1990 was £22.7m and those for WWMIS
£8.9m. In addition payments of £7.1m and £6.4m respectively were received after that date from the
Water Authorities Superannuation Fund in respect of the outstanding transfer payments. These
payments were taken into account in the actuarial valuations.

The valuations showed that the actuarial value of the assets at 31 March 1990 represented 110%
and 107% of the actuarial valie of the accrued benefits for the WWPS and WWMIS respectively.

The pension costs shown take no account of possible changes to the schemes arising from the
judgment in the case of Barber v Guardian Royal Exchange Assurance in the European Court of
Justice. In the opinion of the directors, based on actuarial advice received, it is not anticipated that such
changes would have a material impace on the pension costs in future years,
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PRINCIPAL SUBSIDIARY COMPANWIL S AND
ASSOCIA PR LN RPATINGS

SUDBSIDIARY COMPANIES

All subsidiary companies are incarporated and operate in the United Kingdom. Wesex Water Ple owns
100% of the issued ordinary share capital of each su?  diary company.

COMPANY PRINCIPAL ACTIVITIES
Wessex Water Services Ltd Water supply and waste water services
Wessex Water Commercial Ltd Research, development and international

water supply and waste water services
Wessex Water Trustee Company Led Trustee of employee share schemes

Other subsidiary companies are dormant and therefore not considered material to the Group.

ASSOCIATED UNDERTAKINGS

COMPANY SHARES HELD PROPORTION OF PRINCIPAL

[SS5UED) SHARES HELI>  ACTIVITIES
Wessex Waste 54,158,000 50 per cent Waste management
Managentent Led B shares of £1 each
Wimpey Wessex 50,0010 B shares 50 per cent Water and sewerage
Water Led of £1 each construction

Cn 16 October 1991 Wessex Waste Management Led acquired the entire share capital of Wimpey
Waste Management Ltd from George Wimpey Ple. Further details are given in note 13, Wimpey
Waste Management Ltd, now trading as UK Waste Management Ltd, operates an industrial waste man-
agement business involving landfill, collection and hazardous waste operations,

The interests in the above companies, which are incorporated in Great Britain and registered in
England, are held directly by Wessex Water Ple.

ACCOUNTS OF WESSEX WATER SERVICES LTD

Condition F of the Instrument of Appoinument under which Wessex Water Services Ltd (the
Appointee) operates, requires specitied accounting statements o be published with the annual accounts
of the Appointee or its parent company. These will be available from September 1992, Anyone
requiring a copy of these accounts including the specified statements should apply to: The Company
Secretary, Wessex Water Services Ltd, Wessex Flouse, Passage Street, Bristol BS2 Q.

FINANCIAL CALENDAR 1992/93

Annual General Meeting 3 September 1992
Final dividend for 1991/92 payable I October 1992
Half year results ro be announced December 1992
Interim dividend for 1992793 payable L April 1993
Results co 31 March 1993 June {993
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FIVE YEAR SUMMARY

199 1641 1991 1989 1988

fm £fm m £ £m
Turnover 190.8 1660.9 147.8 1308 1189
Operating profit 67.5 57.5 4.5 339 336
Net interest receivable/{payable) 8.5 8.5 {17.5) (29.8)  (28.0)
Profit on ordinary activities before
taxation and associates 76.0 66.0 7.0 241 25.0
Income from interests in associated undertakings 0.9 - - - -
Drofit on ordinary activities before taxation 76.9 66,0 27.0 24.1 5.0
Taxation on profit on ordinary activities 6.5 6.1 35 - -
Profit on ordinary activities after taxation 70.4 59.9 23.5 241 25.0
Extraordinary items - - 4.2 1.0 -
Profit atrributable to sharcholders 70.4 59.9 19.3 2341 25,0
Dividends 20,5 18.2 10.4 - -
Profit retained 49.9 41,7 8.9 23.1 25.0
Fixed assets 721.4 617.2 556.9 485.8 435.8
Current assets 250.6 1999 70.9 50.7 210
Current liabilities (106.7) (79.0) (61.9) (97.1) {(78.6)
Net current assets/ (linbilities) 143.9 120.9 9.0 (46.4y  {57.6)
Creditors due after more than one year 188.5 64.0 0.9 281.3 243.2
Provisions for liabilities and charges 6.4 8.2 6.5 - -
Deferred income 7.1 3.4 - - -

663.3 662.5 558.5 158.1 135.0
Called up share capital 1211 120.9 102.6 - -
Share premium account 44.8 +h6 0.6 - -
Profit and loss account 497.4 497.0 455.3 1581 135.0

663.3 662.5 558.5 158.1 135.0
Average number of employcus 1,869 1,755 1,639 1,556 1.539

LA o =zoa

The figures for 1988 and 198¢ are derived from the Prospectus dated 22 November 1939 issued s connet tion

with the Water Share Offer,
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NOTICE OF ANNUAL GENERAL MEETING

The third Annual Generad Mecting of Wessex Water Ple seifi
be field at the Assombly Rooms, Bennett Strcet, Batly on “Thursday
3 Septemher 1992, at 11,00 am for the following pruposcs:

ORDINARY BUSINESS

To reccive the Directons' Report and the audited accounts for
the year to 31 March 1992,

To declare a final dividend.

To re-appoint Mr AR Thornhill QC as a director.

To re-appoint Mr NAW Wheatley as a director,

To re-appoint Coopers & Lybrand as auditor and authorise

the directors to fix the auditor’s remuneration.

SPECIAL BUSINESS
To eonsider and, i thougltt fit, pass the following as an ordinary
resolution:

That the directors be authorised to offer holders of ordinary
shares the right to elect to receive ordinary shares, credited ag
fally pdd, instead of cash in respect of the whole or some part (to
be determined by the directors) of any dividend declared or paid
during the period fron: the date of passing this resolution to the
beginning of the next Annual General Mecting of the Company,

in accordance with the provisions of Article 135.

‘To consider and, if thonght fit, pass the following as a spesial
resohution:

That Article 135 of the Articles of Association of the Company
be amended by the addition of a new sub-patagraph (viii)

as follows:

“(viii) No fraction of any share shall be allotted, The Dircctors
may make such provisions as they think fit for any fractional
entitlements including provisions whereby, m whole or in part,
the benefit thereof accrues to the Company and /or under which
fractional entitlements are accrued and accomulated on behalf of
any sharcholder and such seeruals shall be paid to such
shareholder on the following dividend payment date or applied to
the allotment by way of bonus to or cash subseription on behall
of such sharcholder of fully paid Ordinary Shares, Without
prejudice to the foregoing, for the purposes of making provision

for the treatment of fractional entitlements, the Directors niy in

43 (U RN IR W TR T

their abselute discretion distingmish between sharcholders who
Iave given a standing election to receive ordinany shares an hew of
a cash dividend entitlement and shareholders who have so elected
in respect only of a particular cash dividend entitlerent,”

To costsider and, if theughr fit, pass the following as a special
resolution:

That the directors be empowered, pursvant to section 95 of the
Companics Act 1985, tor a period expiring 15 mouths following
the passing of this resolution or, if earlier, ac the conclusion of the
annual general meeting of the company w be held m 1993, 1o
allot equity securities (within the meaning of section 94(2) of the
Companies Act 1985} wholly for cash pursuant 1o the general
authority confecred by a special resolution passed on

20 November 1989, as if section 89(1) of that Act did not apply
to such allotment and the directors shall be entitled to make ot any
time prior to the expiry ol the power hereby conferred any efler
or agreement which would or might require equity securitics to
be allotted after the expiry of such power provided that such

power shall be limited:

i to the alloument of equity securities (other than 13 ordinary
shares) in connection with a righs issue; for the purposes of this
Resolution “rights issue” means an offer of equity sccurities open
for acceptance for a period fixed by the directors to {a) holders on
the register on a {ixed record date of ordinary shares in proportion
to their respective holdings of ordinary shares and (b)Y holders on
the register on 4 ficed recond date of B ordinary shares to the
extent required by the rights attached o the B ordmmary shares but
subject in both cases to such exclusions or other armngements as
the directors may deem necessary or exvedient to deal wath
fractional entitlements or legal or practical problems under the
laws of] or the requirements of, any regulatory biody or siock
exchange in any territory whatsoever;

ii to the allotment (otherwise than pursvant e sub-paragraph {1)
above) of equity sccurities (other than 13 ordivary shares) up to an
aggregate nominal value of' £3,155,000, and



iii to the Wlotment of B ordimary shares to holders of B ordinary
shares up to an aggregate nominal value of £906,730.

Far the purpose of this Resolution words and expressions defined
in o for the pucposes of the Articles of Association and Part IV of

the Companivs Ace 1985 shall bear the sanae meanings herein,

Registered office: By order of the Board
AF Crofts
Company Secretary

22 June 1992

Wessex House
Passage Strect

Bristol BS2 OQJQ

NOTES

A member is entitled to appoint one or more proxies to attend
and, on a poll, vote instead of him or her, A proxy need not be
a member of the Company, A proxy form.is enclosed with this
natice. Instructions for use are shown on the form, Forms of
proxy must be deposiced at the office of the Regiserar, National
Westminster Bank PLC, PO Box 39, Caxron House, Redcelifle
Way, Bristol 3599 7ZQ, no later than 11,00 am on | September
1992,

Clopies of directors’ service contracts are avatlable for inspection
by shareholders at the registered office during business hours until
2 Seprember 1992 and thereafier ac the plice of the Annual
General Meeting from 1030 am until the conclusion of the

meetng,

EXPLANATORY NOTES

"The notice on pages 42 and 43 is the formal npsficarion to
sharehwlders of the syceting, its date, tine and place, and the watien
to be considlered, Separate nwtes on the prexy forn exphun the
arugenents for shancfioliders to attend the meeting amd 1o txcrase

their voting rights.

RESOLUTION |2 IMRECT ORS REPORT AND ACCOUNTS
The directors are required to presenc to the meetung the report of
the directors and the accounts for the Company. The reporz and
accounts and the Auditor's Report are contained i tlns

document, The Anditor’s Report will be read at the mecting,

RESOLUTION 2: DECLARATION OF FINAL DIVIDIND

A fimal dividend can only be pasd after it has been approved by
the sharcholders at a general meuting. The resolution seeks
approval ta the declaration of a final dividend of 12.9p as

recomumended by the directon,

RESOLUTIONS 3 AND 4, RL-ATPOINTMENT OF DIREC TORS
The Company’s Aracles of Association (the rules winch regulate
the Company's internal management and administranve structure)
require a proporuon of the direesors to reure and be re=appoimted
cach year. At the Annual General Meeting AR Thorbill QC and
WNAW Wheatley will retire by rotaton and resolutions 3 and 4

propose their re~appointment as directors.

RESOLUTION 5: RE-APPOINTMENT Of AUIHTOR

The audior of the Company may not continue in oflice unless
re-appointed at each meeting at wlneh accounts are presented,
The resalution proposes the re-appeintment of the Company's
existing auditor, Coopers & Lybrand. The resolution also follows
comimon practice in giving autherity to the directors 1o approve

the remuneration to be paid to the anditor,

RISOLUTION b SCRIP IMVIDEND

The Company’s Articles of Asseciation allow the directors, i’
agthorised by wn ordinary resolution of the Company, to offer
sharchokder the eption to recewve fully paid ordmary shares as an
alternative to the cash wlnch they would ptherwise receve as a
dividend, This is commonly referred to a5 a “senp dividend”

option. The directors believe that this option s of benefit (o <he
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ERPIANATOMRY MOTES wrtinued

Company angl of parneulae value to sharchold : Ly

wish o erease their holdings without illcurnfsgg g costs
or stamp dury. '
RESOLUTION 7:

ACCUMULATION O FRACTIONAL ENTITLEMENTS
Several shareholders who elected for che serip dividend opdion in
liew of the ineerim dividend suggested thae dhe small amounes of
cash representing the fractional entitlement arising after the isue
of ordinary shases be carned forward to the nexe dividend,
Accordingly, the Company secks approval to a change in its
Articlr v grapawer the directors in futire to remin such
frzceiony] entitlements and for apply them to the issue of further
ordinary shiares in the future.

The directors presently intend thae, with efeer troin the nexe
interim dividend, fragtional entitlements of shareholders whao
have niade a standing election to receive ordinary shares in lieu of
a eash dividend will be accumulaced and applied towards the issue
of further ordinary shares on the nest dividend payment date,
The tractional entitlements of shareholders who make an election
only in relation to a particular dividend will not be accumulated

bt will be paid in cash,

RESOLUTION 8: AUTHORITY 10O ALLQT SHARDES

Atan Extraordinary General Mecting ol the Company held on
20 November 1989 the directors were generally authorised to
allot shares up to an aggregate nominal amount of £136,193,000.
This auchority is valid until 19 November 1994, The aggregate
nominal amount of the issued share capial, excluding the B
ordinary shares, is £103,109,181.

Under Szetion 89(1) of the Companies Act 1985 if the
directors wish to allot any of the unissued ordinary shares for cash
they must, unless a special resclution is passed to disapply the
Seetion, offer thew fest wo shareholders i proportion to the
number of shares they cach hold at chat time. An offer of chis type
is called a *rights issue™ and the entitlement to be ofiered the new

securitics first is known as @ “pre-emption right”,

[
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Elogvever, che Acr makes no dusuncdon between the ordinary
shares and the B ordinary shares for the purposes of pre-emption
cghts and would therefore granc holders of B ordinary shates
pre-emption rights over ordinary shares and vice versa.
Accordingly the Company must disapply Section 89 o distinguish
the ardinary shares from the B ordinary shares,

There may also be legal, regulatory or practical reasons why it
naay not e possible to 15sue new securities under a rights ispe to
some shareholders, parcicularly those resident overseas, or
circusustaneds in which the directors may wish o allot a limited
number of the new ordinary shares for cash without making any

ofter to shareholders (eg, on an acquisition),

Resolution 8 therefore disapplies the pre-emption provisions of”

the Companies Act 1985:

i completely for an otfer which is imade to the ordinary

shareholders and the B sharehiolders,

ii 5o a5 to allow the direcrars to allot new ordinary shares to
anyone, wholly for eash, up  a maxinum aggregate nominal
valtie of £5, 155,000, equivalent to 5% of the company’s issued

ordinary share capital at the date of this notice.

iii so as to allow the directors w allor new B ordinary shares to
the holders of B3 ordinary shrares, wholly for cash, up to a
maximum aggregate nominal value of £906,750, equivalent to 5%
ol'the Company's issued B3 ardinary share capital at the date of’

this notice,

[f the directors wished, without taking accotnt of pre-emption
rights, to allot wholly for cash new ordmary shares 1n excess of'
this limit, they would fisst have to request the shareholdess w

waive their pre-emiption rights in respect of the new securities

which execed it
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