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Report of the directors
for the year ro.3] Kaxch 1990

The directors present the accounts for the year to 31 March 1990.
Erinclpal activitieg

The maln activities of the Ceompany are as a vater and severnge undertaker,
appolnted under the terms of the Vatexr Act 1989,

Revilew of business and futurve develoapments

Cn 1 September 1989 the functions of Vessex Water Authority relating to water
supply and scverage services and the majority of the property, rights and
liabildties veore transfarred to Vessex Vater Services Limited.

The level of business and financial position at the year end vere
satisfactory. The directors expect that a profitable level of activity will
be sustained.

Rixidends snd reserves

The dividends paid and proposed for tha year are set out in note 6 to the
accounts. The retalned logs for the year, after dividends, of £34.2m has been
chesged against reserves.

Pixed asseiy

The movements in firxed assets during the year are set out in note 10 to the
aceounts,

Land and buildines

The market value, on an existing use basis, of the Company's major non-
specialised operational properties was assessed by independent valuers for the
purposes of flotation of Wessex Water Plc at some £12m., This represents
approximately £9m in excess of thelr net book value at 31 Harch 1990. There
is no current intention to dispose of these properties.

Ring Fencing

Under conditlon K of i{ts appointment, the Company is at all times reguired to
ansure, so far as reugcnably practicable, that {f & special admirigtration
order were made the Ccmpany would have available to it sufficiern rights and
assets (other than financial resources) 1o enable the special administrator to
manage the alfairs, business and property of the Company.

Ttk sopany vas In compliance with that vequircaent as at 31 March 1990.
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Rirectors

The first directors of the Company vere J A L Gunn and A D Whetnall - nominees
of the Secretary of State for the Environment, who were appointed on 1 April
1389 and resigned on 31 August 1989.

The directors of the Company are:-

Appeinted
¥ N Heod 1 September 1989
C F Skellett } Septembe:z 1989
R Huntington 1 September 1989
N A ¥V ¥Yheatley 1 September 1989
D Beal 1 September 1989
J G Jonexs 1 September 1989
K Hanley 1 September 1989
J B 11l 1 September 1989
D Piggott 1 September 1989
I Eastvood 20 Pebruary 1990

Dixectors! intcrests in shares

The vhole of the issued share capital of that Company 1s owned by Wessex Vater
Ple. The folloving directors are also directors of Wessex Water Plo:

¥ N Hood

R Huntington
C F Skellett
N A ¥V Vheatley

Their interests in the shares of that Company are shovn in the accounts of
Veasex Water Plec.

Tho bereficial interests of other directors in the share capital of Vessex
Vater Plc at 31 March 1990 were:-

Share Options

Bepcficial Intecests £1 Ordinary Shares Sharesave Executive
D Beal 1800 4090 35211
D Eastwood - 6136 10563
J B Uil 5900 7159 35211
J G Jones 980 6136 35211
K Hanley 3980 6136 35211
D Piggott 6700 6136 35211

The share options granted provide for directors to purchase fully paild
ordinary shares in Vessex Vater Plc under the Vessex Water Sharesave Scheme
and the Vessex Water Executive Share Option Scheme.

Vhen appointed none of the directors had any beneficial interest Iin the shares
of the Company or of Vessex Water Dle,



Employment Policies

The Company offers equal opportunities to all applicants for employment,
vhetever their sex, race, religion or marital status. Employment policies are
under reviev and vill take into account the Company's future ability to
attract and retain staff. It is the Company's policy that disabled persons
shall be considered for employment, training, career development and promotion
on the basis of their aptitudes and abilities, in common with all employees.

A high priority is given to employee communication.

Regular health and safety meetings are held. During the vear the health and
safety congtitution hag been reviewed and revisad.

Close_company_provislensy

The close company provisions of the Income and Corporation Taxes Act 1988, 29
amended, do not apply to the Campany; there has been no change in thie respect
since incorporation.

Auditors

Coopers and Lybrand vere appolinted by the directors as the first auditors of
the Company on 1 September 1989, Coopers & Lybrand have mevged their practice
with Deloitte Haskins and Sells and nov practise in the name of Coopers &
Lybrand Deloitte. They have signed the suditorts report in their nev name. A
resolution to re-appoint Cooperg & Lybrand Deloitte as the Company's auditors
will be propesed at \he anunual gencral meeting.

BY ORDER OF THE BOARD

A F Crofts
Company Secretary
26 June 1990.

SECA/2764/m/NCW/ e Sh



WESSEX WATER SERVICES LIMITED

PROFIT AND LOSS ACCOUNT

For The Year to 31 Murch 1990

Hote 1990 1989
fm £

TURKOVER 1 146.6 130.8
OFERATING PROFIT 2 45.8  53.9
Nek interest payable 3 22.5) (2%5.8)
FROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 23,3 Z4.1
Taxation on profit om wrdinary activit.es 4 - -
PROFIT ON ORDINARY ACTIVITIES AFTER TAYATION 23.3 24,1
Exrraordiuary items 5 (2.4) (1,0)
PROFIT FOR THE FINANGIAL YEAR ATTRIBUTABLE
TO SHAREHOLDERS 20.9  23.1
Dividends . 6 (55.1) -
{LOSS) PROFIT FOR THE FIRANCIAL YEAR RETAINED
I THE BUSINESS (34.2) 23.1

The notes on pages 4 to 14 form part of these accounts,

The movements on reserves are shown in note 17 on page 12,
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WESSEX WATER SERVICES LIMITED
BALANCE SHEET
at 31 March 1990
Note 19990 198"
£m fim

FIXED ASSETS
Tangible agsets 10 557.0 485.8
CURRENT ASSEILS
stock and work in progress 11 5.6 2.7
liebtora 12 22.2 18.0
Short term cash dnvestments - 30.0
e D o 468 50.7
CREDITORS: Amounts falling dus within one year 13 (61.0) (97.1)
KET CURRERT LIABILITIES (34.2) (46.5)
TOTAL ASSETS LESS CURRENT LIABILITIES 22,8 A38.4
CREDTTORS: amounta falling due after more

than one year 14 (0.9) (23%.3)
PROVISION FOR LIABILITIES AND CHARGES 1S (6.5) -

515.4  158.1

GAPITAL AND RESERVES
Called up share capital 16 81.3 -
Profit and loss account 17 434.1 158.1

515.4  153.1

A e [2o S

These accounts were approved by the Board of Directors on
" i . "”\ ML \

Nicholas Hood [V Pigget: \@
Chairman Director

The Notes on Pages 4 to 14 form part of these accounts,




WESSEX WATER SERVICES LIMITED
STATEMENT OF SOURCE AND ARPLICATION OF FUNDS

For The Year To 31 March 1990

1930 1989
£m £m
SOQURCE OF FUNDS
Profic on ordinary activities before taxation 23.3 24.1
Ttems not involving the movement of funds:
DBepreclation 15.2 12.7
Infrastructure maintenance provision G.,5 -
Disposal of fixed assetsn 1.0 -
- k6.0 36.3
Gonnection charges and grasnces 6.3 4,8
Proceeds from the sale of fixed assotm 1.3 0.2
Transfer of assets to Wessex Wacer Tommercial Limlted 0.1 -
TOTAL SOURGE OF FUNDS 237 41,8
APPLYCATION OF FUNDS
Capital expenditure (95.1) (67.7)
Extraordinary items (2.4) (1.0)
Other (0.2) 0.2
Dividends paid (35.1) -

Swceion - T Al R U =] T, B e T R B 2155.—6 ) ,—( f—)a ; 5 )
(INCREASE) IN WORKING CAPITAL:

Stocks and work in progreas (1.9) £0.2)
Debtors (4.2) 0.5
Credicors {2.9) G.2
TOTAL APPLICATION OF FUNDS {141,8) (68.2)
OPERATING CASH FLOW (88.1) (26.2)

CAPITAL AND LOAN MOVEMENIS

Ordinary shares issued 81.3 -

Movements on loans {2.,5) 51.%

HRA restructuring costs (1.0} -
(DECREASE)/INCREASE IN CASM RESQURCES (10.3) 283

REPRESEWIED BY

Decrease/{Increase) in ghort term borrowings 19.7 (4.7)
(Decrease)/Increase in short term ¢ash investments {30.0) 30.0
L1030 A3

The notes on pages 4 to 14 form part of these acounts
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NOTES TO THE AGCOUNTIS

For The Year To 31 March 1830

ACCOUNTING POLICIES

a.

C.

Basls of preparation

Wessex Water Serviees Limited was incorporated on 1 April 1989. On 1
September 1989, in accordance with & Transfer Scheme made under Schedule
2 of the Water Act 1989, the property, rights and 1liabllizies of the
Wessex Water Authority ("the authority"), other than those applicable to
the National Rivers Authority (NRA), vere vested in Wessex Water Services
Limited. However, for statutory accounts purpeses, all the property,
rights and liabilities to which the Authority was entitled or subject,
other than those appliceble to the NRA, immediately before the end of the
Authority's last Cinanclal year are to be treated as having vested in
Wegaex Water Services Limited immediately after the end of that year.
Accordingly, the accounts of Wessex Water Services Limited, based on the
ascounting policies sern out below, are presented for the financial year
from 1 April 193¢ to 31 March 199Q¢. Comparative flgures are included
after adjustment in respect of property, rights and liabilities vested in
the NRA.

The accounts have been prepared under the histerie cost conventien.
Turnover

Turnover represents income receivable net of VAT in the ordinary course
of business for services provided inclusive of vransactions with other
subgidiaries of Wensex Water Ple.

Tungible fixed assets and dopreciation

Tangible fixed assets comprise:

Infrastructure acgets which ace maing and sewers, Iimpounding and pumped
raw water storage reservelrs, damg, sludge pipelines and sea outfalls; and

Other assets which Include propervies, plant and equipment.
(1) Infrastructure assets
Infrastructure assets cemprisc a network of systems,

Expenditure on Infrastructure assets relating to increases in
capaclty or enhancement of the netvork is treated as additions
vhich are included at coat after deducting conneection charges and
grants,

Expenditure on maintaining the oparating capablllity of the network
in accordance with defined standards of service ls charged as an
operating cost.

No depreciation is charged on infrastructure assets because the
netvork of systems 1s required to be malntained in perpetuity and
therefore has no finlte economie life,



Q.

f.

B

{(1i) Other assets

Other assets are included at cost less accumulated depreciation,
Additions are included at cost, after deducting connection charges
and grants.

Preehold land is not depreciated. Other assets are depreciated
evenly over their estimated economic lives, which are principally
as followa:

Specialised operational properties and structures 15 ~ 80 years
Non~apecialised operational properties 60 years
‘Plant macliineary and vehicles 3 -« 30 yearn
Other 7 -~ 15 years ]

Leased assets

Yaere assets are financed by leasing arrangements which transfer
substantially all the risks and rewards of ownzrship of an msset to the
lassee (finance leases), the ansets are treatad as if they had been
purchased and the corresponding capital coast {s shown as an obligation to
the lessor, Leasing payments are treated as consisting of a capital
element and finance costs, the capital element reducing the obligation to
the leasor and the finance charge being written off to the profit and |
\osp account over the period of the lease in reducing amounts in relation ;
vy zhe outstanding obligations, The agsets are depreciated over the |
|

shorter of thelr ecstimated useful lives and the perloed of the lease.

All other leasewm are regarded as operating leases. Rental costz ariaing
under operating leases are expensed in the year they are incurred.

Investments

Investments held ag fixsd assats are stated at cost less any provision
for permanent diminution in value, Theae held as current asaets are
stated at the lower of cost und net realisable value.

Stocks and work in progreas

Stocks are stated at cost less any provigion necessary to recognise
damage and obmolescence. Work in progreos s valued at the lower of cost
and net realisab)s value. Cost includes labour, maceriala, transport and
attributable overheads,

Farelgn currency

All transactione denominated in foreign currencies area translated into
starling at the actual rate of exchange ruling at the dates of the
rranssctiona, Forelgn currency balances are translated into sterling at
the rates of exchange ruling at the balance sheet date,

Research and development

Research and developnent expenditure is charged to the profit and loss
account in the year in which ir is incurred.
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Taxation

The charge for taxatlon 1s based on the profit for the period as adjusted
for disallowable items, Tax deferred or accelerated is accounted for in
respect of all material timing differences to the extent that ic is
probable that a liabllity or asset will crystallise, Timing differences
arise from the inclusion of items of income and expenditure in 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 1liability or aasset crystallises.

Pensions

The cost of providing pension benefits is charged to the profit and loas
account on a besis designed to spread the cost over the expected sverage
service lives of employeces, Differences between the amounts funded and
amounts charged to the profit and loss account are treated elther as
provislons or prepayments in the balance sheet,

TURNOVER
1990 1939
£m £m
Analysis by clasas of businecss
Water supply 47.2 42.1
Sewerage services 94,9 86.5
Other trading activitles ALl Lad
Ao 1308
OPERATING PROFIT
1990 1989
£m fm
Analysis by class of business
Water supply 8.6 13.6
Sewerage services 36.4 40,1
Other trading activities 0,8 0.2
—rdad

Operating profi{t by class of business is determined after charging direet
coste to the appropriate clasa of business and allocating indlrect costs
in propertion to turnover, The comparative figures have been restated to
reflect this change of basis, In the opinion of the directors the
apportionment of intercat coats by class of buainess is not meaningful.

Operating profit is shown after charging the
following operating costs:-

Materlals and consumablea

Other external charges

Manpower corts (note 7)}
Depreciation

Infrastructure renewale expendlture
Other operating charpges

Exceptional items (sce (d) below)
Diaposal of fixed assets

b B B
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Total operating costs
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The above costs are stated after including:-~

Operating leases:

Plant and machinery 0.6 0.7
Other operating lgases 0.4 0.5
Costa of research and development 0.9 0.9
Directors®' emolumenis (note 8) ¢.z2 0.2
Auditors’' remuneration 0.1 0.1

Erceptional irems includei-
Redundancy and ratlonalisation 1.7 1.0
Banking arrangemenf. fees ¢ - S
e et R

Care should be taken in drawing concluslons from a comparison of
operating costs hetween the two years because of changes which have tahen
place during the year to 31 March 1990 in the regulatory environment apd
the coutr asscciated with private company atatus,

HET INTEREST PAYABLE

1990 1989
£m £m
Het interent payable 1s comprised as follows:w- .
Interest payable te other Group Companles 9.9 -
Interest payable on:
Banlk loans, overdrafts and other loansi~
Repayable within flve years otherwlae
than by instalments 0.9 3.1
Repayable within five years by ingtalments - 3.2
Hot wholly repayable within five years - 24,1
Loans Extingufshed (see note 17) Jla.n -
Total Interent Payable 24.8 30.4
Interest receivable {(1.0) {0.6)
Compensation recelved arising from loan refinancing {1.3) -
it a8
TAXATION

There is no liability to UK corporation tax by virtue of capltal
allowances. The accumulated capital allowances# avallable at 31 March
1990 are estimated to be £449m,



The full potential amount of deferred taxation calculated at 35X on all

timing differences is as follows:-

Accelerated caplital allowances
Other timing differences

Less trading losses

No deferred tax has been provided as projections indicate that the

1990
im

35.6

w2 )
33.3

{15.8)
Y

potential liabilivy will not crystalise within the foresceable future.

EXTRAORDINARY ITEMS

Expenses in connection with the offer for sale
of the Holding Company's shares

1990
£m

——tisd

There i no taxation attributable to the extraordinary itemsw.

DIVIDENDS

Interim dividend paid of £702.43 per share on
50,000 ordinary shares.

Final dividend proposed of 24,59p per share on
81,350,000 ordinary shares,

EMPLOYEE INFORMATION

The total employment costn of all employees
(including executive directors) of the company were:-

a. Weges and salarizg
Soclial pecuviity costa
Other pension costs
Total Employment Costa

b. Total employment coata are charged aa follows: -
Capltal schemes

Infrastructure renewals expendlture
Manpower coats

1990
fm

35.1

20,90

1950

22.6
1.8

kel

4.2
0.4

s L

1989
£

i

1989



c. The average number of employaes
during the finsncial year was as followsg:-

Craft and Manuals 564 594
Management and Staff iQ22 962
BR-1:1 T 11

d, The emoluments, excluding pensfon

contributiona of senlor employees
of the Company other than directors fell
within the following ranpges:-

£ ' 1560 1989
30001 - 35000 19 5
35001 ~ 40000 3 1
40001 ~ 45000 1 -

DIRECTORS' REMUNERATYION

The Chalrman and three other directors did not receive anv remuneration
from Wessex Water Services Limfited

1999
£000
Total emoluments, Including pension
contributlona, for management services 192
Emoluments (excliuding penslon contribueions)
of the Chalrman and highest paid
director were:
Chalrman o
Highest paid director k¥
The emeluments of the other dirsctors
{excluding pensjon contributions) were
within the follovwing ranges:~
£ 1990
10001 ~ 15000 1
30001 - 35000 3
35001 - 40000 1

The cmoluments of the former members of the Wessex Water Authority for
the period 1 April 1989 te 31 August 1989 are deal: with in the accountn
of Yessex Water Plce.

TRANSACTIONS WITH DIRECTORS AND GFFICERS

There were no transactions or arrangements with Directors and Officers
which require diaclosure under the provisions of the Companies Act 1985,



W TANGIBLE FIXED ASSETS

Specialised MNon Infra- Plant Qther FPayments Totat
operational specialised siructure machinery assets on
proparties  oparational asscks and acccunt
and properties vehieles and
structures assaks
in course
of tougie
ruckion
131 in £ in in m £m
CostY
At 1 April 1989 137.2 7.4 222.8 126.9 19 4 E4.B LER. &
Additions 43.2 0.8 35.5 17.8 4.9 7.1 5.1}
Oispasals §0.7) ~ {0.8) {3.6}) J.3) {4.3)
Loungatiop charges
& grants £0.7) - (1.5) (0.1} (6.3) (2.8} {6.33
At 31 March 1850 Va6 B2 _peN . a4 237 _ 442 fELA
BEMRESTATION -
At 1 April 1588 25.8 1.4 " 471.2 8.2 - B2 7
Provision For year 2.6 0.1 - 9.5 3.0 - 5.2
Cizpasals - - - £1.8) (8.1 - £
AL 3% March 1350 T B 1 ST It S (S ¥
NET 830K VALLE AT e At e Wi i 2 e L s e e 2
&t 31 March 1990 Bl BT LLBRRE L LT "R -
AL 31 March 1983 T TN ¥ SN-7 X S T I AU TV S 3 S8

Soezialliced gporationa) propertios and sir.stures

stationg, troatmont works anrd borcholes.

principally ccprise

Nonespecialised cperaticon) propertios comprise offlices, depots, wotksheps, residential
prapecties dirsctly ecrnocted with wator and sewerage servizes and Yund keld for the purpose of
protecting the guality of water supplies.

Infrastructere nisobs comprise maing and sewers, impourding 3nd purped raw water stornge
resarveirs, dams, sludse pipe lines and s outfalls.

Cther assote {ncludes furnfture and fittings, laboratory and other office equipment,

intake warks, pu=ping

ANl of tho speciatised cporaticnal proparties and strugtures teogethar with non-sposia-sed
crerational proparties are freehold,
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STOCK AND WORK IN PROGRESS

1990 1989
£m £m
Stores 2,4 1.7
Work in progress br e ke
n-i&‘ﬁ —Zul.-,z
DEBTORS
1990 1999
£m m
Amounts falling due within one year:
Trade debtors 10.7 B.G
Amounts owed by Group Companies .7 -
Other debtoxs 2.4 2.2
Prepayments and acerued income LBah 1.8
22.2 AR,0
CREDITORS: Amounts falling due within one year
1990 1989
£m £m
Bank loans, overdrafts and temporary Lorrowings 6.1 25.8
Other loans - 3.5
Trade creditors 3.2 4.0
Artounta owed to Group Companies 14.1 -
Other creditors 0.5 0.4
Taxation and goclal security 0.3 0.5
hceruals and deferred income 36,8 32.9
8.8 2L

Under the terms of the group's banking arrangements all companies in the
group are jointly and severally llable for the overdrafts of the other
group companies, In addition Wessex Water Services Limited has acted as
guaranter for certain borrowing facilities made available teo WessexX Water
Ple.

CREDITORS: Amounty falllng due after
mare than one year

1990 1989

fm £m
Loans (extinguished on 15 November 1989 (see note 17)) - 280.2
Other ecreditors I L S S §
2 Bl

11
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PROVISIONS FOR LIABILITIES AND CHARGES

1990
£m

Infrastructure maintenance
Balance at 1 April 1989 -
Charged Lo profit and loss account "-TY:]
Balance at 31 March 1990 1)
CALLED UP SHARE CAPITAL
Authorisged £ 81,35%0,000
Ordinary shares of £1 each
Issued and fully paid £ 81,350,000

The company's authorised share capital upon incorporation on 1 April 1989
vag 50,000 ordinary shares of £1 each. On 1 September 1989, 50,000
ordinary shares w re isgsued at par, credited as fully pald, to Wessex
Water Plc the compuny's holding company.

On 20 Hovember 1989 the authori{sed share capital of the company was
further increased to £81,350,000 by the creation of 81,300,000 additional
Ordinary Sharcs and the shares were issued at par to Wessex Water Plc on
26 March 1990.

RESERVES
PROFIT
AND LOSS
ACCOUNT
fon
Balance at 1 April 1989 158.1
- Reduction due to the transfer of functions
to the National Rivers Authorlity (4.6}
153.5
=~ Xanug of 50,000 ordinary shares to the Holding
Company, credited as fully paid (sece note 16) -
- Extinguishment of debenture i{ssued by
the Holding Sompany In respect of
loans transferred and subsequently
written off by the Secretary of
State for the Environment 314.8
~ Losg retained for the year {34.2)
Balance at 31 March 1990 éﬁi;l

Wessex HWater Services Limited inherited, tn vesting, the outstanding
loans of Wessex Water Authority., On 1 September 1989 loans amounting to
£324.8m were tranuferred to Wessex Water Plc in return for the lssue of o
£314,8m debenture in accordance vith a direction made by the Secrevary of
State for the Environment under section 85(1) of the Water Act 1589,

12
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On 15 November 1989 the ocutstanding loans of Wessex Water Ple and the
outstanding debenture of Wessex Water Services Limited, both amounting to
£314.8m, were extingulshed in accordance with an order made by the
Secretary of State under sections 86(1) and 86(2) of the Water Act 1989.
As a resuli of this extinguishment order £314.8m has been taken to the
reserves of Wessex Water Services Limited,

COMMITMERTS
1950 1939
m fm
Capital expenditure authorised by the Directirs:
GCommitted 17.6 27.4
Not yet committed 1641  28.2
24,2 B8
Qperating lease payments under leases on land
and bulldings due within the next
year in respect of leasnes which expire
after more than 5 years 0.4 LD

In addition to these commitments, at 31 March 1990 the company had longer
term investment expenditure plans which Included expenditure to meet
shortfalls in performance and condition of Its assets and to provide for
new demand and growth,

CONTINGENT LIABILITIES

There are no material contingent liabilities at 31 March 1990 for which
provision has not been made in these accounts,

PENSIONS

The two main pension arrangements operated by the Company are the Wessex
Water Pension Scheme ("WWPS") and the Wessex Water Mirror Image Pensien
Scheme ("WWMIS™). Doth WHWPS and WWMIS are defined benefit schemes
covering the majority of the Company's staff; the agsets of the Schemes
are held in separate trustee administered funds.

The pension cost for the year 1939/90 was £3.4m (1988/89 — €2.6m). The
pension cost has been determined on the advice of Independent gqualified
actuaries and spreads the cost of pensiona over the service livea of the
members of the Schemes.

The flrat actuarial valuations of both HWWPS and WWMIS, as at 1 April
1990, are currently in progresa. Pending the results of thease valuations
the Company's pension coat for WWPS and WWMIS for 1989/90 has been taken
a5 the actual contributions pmid %o the Schemes for that year., The
pension cost hes been derived from the results of an actuarial valuation
of the former pension arrangement, the Water Authorities Juperannuation
Fund ("WASF"). Transfers of assets are belng pald from WASF to WWPS and
WWNIS, sufficient to cover 100X of the value of benefits that had acerued
to members in WASF, allowing for future increases in pensions and
earnings. The principal actuaricl aszsumptions used to determine both the
transfers from WASFE and the coat of benefits under that Scheme were that
the return on Investments would exceed galary increases by 2X per annum
and would exceed price Inflation by 3X per annum; the funding method used
was the attained age method.
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Included in the pension costs for the year was £0.8m which arose as a
result of recherges from certain local authorlties and from WASF; these
recharges will not recur in future years. A further cost of £0.5m
represents the capital cost of additionsl benefits granted under the
Severance Scheme,

The pension costs quoted take no account of possible changes to the
achemes arising from the recent judgement in the case of Barber v
Guardisn Royal Exchange Assursnce in the European Court of Justice, 1In
the opinicn of the Directora, based on actuarial advice received, it is
not anticipated that such changes would have a material impact on pension
costy In future yeara,

ULTIMATE HOLDING COMPANY

Wessex Water Plc a company incorporated In the United XKingdom 13 the
company's ultlmate holding company.

14
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Report of the msuditors to the membars of

WESSEX WATER SERVICES LIMITED

Wa have audited the accounts set out on pages !uo f@in accovrdsnce with
Auditing Scandaxds,

in our opinion the accounts give a true and falr view of the state of
affairs of the company at 31 Harch 1990 and of the loss and source and
application of funds of the company for the year then ended and have been
properly prepared in accordance with the Companies Act 1985,
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Chartered Accountants



