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Vertex Data Science Limited Directors’ report
Year ended 31 March 2000

Directors’ report

The directors present their report and the audited financial statements of the company for the
year ended 3| March 2000.

Principal activities

The company supplies a range of business process outsourcing services to United Utilities
group companies and increasingly to external organisations.

Profit and dividends

The results for the year, set out in the profit and loss account on page 9, show turnover for
the year to 31 March 2000 was £221.4 million (year to 31 March 1999: £222.5 million). The
profit for the year after tax was £7.2 million (year to 31 March 1999: £15.8 million profit).

The directors recommend a final dividend of 5.09 pence per share for the year to 31 March
2000 (year to 31 March 1999: 11.15 pence).

Business results

Turnover from business process outsourcing increased by 12.3 per cent to £183.0 million,
reflecting increased volumes in both external business and internally managed services for
group companies. Operating profit on these activities increased by 7.8 per cent to £12.5
million, mainly reflecting the impact of the increased sales.

Turnover from software development for other group companies decreased by 35.6 per
cent to £38.4 million following the completion of large programmes in 1999. The operating
profit on these activities fell as a result by 24.4 per cent to £4.8 million.

Growing order book

During the year the company enjoyed growing success in its target markets in the private
sector, the utilities and the public sector, winning substantial new business. The external order
book grew by 170 per cent to nearly £220 million.- ‘

New contracts

In March 2000 the company signed a 10-year contract worth up to £140 million to provide a
range of operator services to Cable & Wireless, one of the leading UK and international
telecom companies. The award of this contract is a significant event in the development of the

company's offering in the sector and provides a good base for future expansion.

In April 1999 Vertex was awarded an extended five-year contract worth £30 million with
existing customer Littlewoods, to manage Bet Direct, its telephone betting service.
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Vertex Data Science Limited Directors’ report
Year ended 31 March 2000

Directors’ report continued

Following the first year’s operation of the London Borough of Ealing’s housing benefits
administration service, in January 2000 the original contract was extended to cover the
implementation of the Verification Framework. This framework includes the more complex
requirements determined by the Fraud Act.

Also in 1999 the company signed a consortium agreement with PricewaterhouseCoopers and
Oracle to offer one stop customer service solutions incorporating design through to delivery
of integrated end to end customer service operations.

ISO 9000 Quality Assurance and Investor in People
In early 2000 the company was awarded a company wide certification of ISO 9000 quality
assurance, subject to final ratification by the assessors Lloyds Quality Assurance. Vertex now

joins a select group of companies with a company wide certificate.

In July 1999 Vertex also achieved Investor in People status, independent recognition of the
quality of training and development programmes and employee communications.

Employee relations environment

With the changing political and legal employee relations environment Vertex is actively
working with trade unions to establish partnership approaches. This has created a positive and
constructive employee relations environment. The company has a partnership agreement with
AEEU, GMB and TGWU in Field Services. It also has a national agreement with UNISON in
local government.

Directors

The directors of the company during the year ended 31 March 2000 are set out below.

D Green Non-Executive Chairman Resigned 28 September 1999

} E Roberts Non-Executive Chairman _ Appointed 14 October 1999
T W Drury Managing Director

H ) Campbell Human Resources Director

J A Gittins Finance Director Appointed 16 November 1999
B Kinsella IT Director Resigned 24 September 1999
A P Trayes Strategy Director

J MclLeod Sales Director

D G Smith Operations Director Appointed 20 January 2000
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Vertex Data Science Limited Directors’ report
Year ended 31 March 2000

Directors’ report continued
Directors’ interests
At 31 March 2000 the directors and their immediate families had the following interests, all

of which were beneficial interests in the ordinary shares of United Utilities PLC. None of
the directors or their immediate families had any interest in the company.

2000 1999 or on appointment
Share Options Share Options

Ordinary Executive Employee Ordinary Executive Employee
Shares Option Sharesave Shares Option Sharesave
Scheme Scheme Scheme Scheme
TW Drury 7,013 11,652 1,265 4,385 22,118 1,265
H J Campbell 6,502 18,455 4,401 3,053 18,455 7,850
J A Gittins 0 0 0 0 0 0
D G Smith 0 0 2,054 0 0 0
B Kinsella 0 0 - 0 0 26,500 1,581
J Mcleod 0 25,000 0 0 25,000 0
A P Trayes 0 10,250 0 0 21,750 0

The interests of JE Roberts are given in the accounts of United Utilities PLC.

Details of directors’ options granted for ordinary shares during the year are as follows:

Options granted  Exercise price  Scheme First Date Last date
during the year  per share exercisable exercisable
D G Smith 2,054 471.5p Sharesave I Mar 2003 | Sep 2003

Details of directors’ options exercised for ordinary shares during the year is as follows:

Options Exercise Scheme Market First Date Last date
exercised price per price when  exercisable exercisable
during the share exercised

year
T W Drury 10,466 463.3p Executive 622p 6Jan 1996 6 jan 2003
option
HJ 3,449 369.5p SAYE 619p | Feb 2000 31 Jul 2000
Campbell Sharesave
A P Trayes 11,500 584.5p Executive 793p 20 Dec 20 Dec
option 1998 2005
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Vertex Data Science Limited Directors’ report
Year ended 31 March 2000

Directors’ report continued
Payments to suppliers

The company’s policy is normally to pay suppliers according to the agreed terms of business.
These terms are agreed upon entering into binding contracts and the company seeks to
adhere to the payment terms providing the relevant goods and services have been supplied in
accordance with the contracts. In accordance with SI 1997 No 571 The Companies Act 1985
(Directors Report) (Statement of Payment Practice) Regulations 1997, the company had 68
days of purchases outstanding at the end of the financial year (year to 31 March 1999: 70 days).

Employees

The company is committed to effective communications with employees, using a wide variety
of media, to enhance their active participation in the company’s development and to keep
them informed about the company’s financial performance and other significant business issues.
The company provides equal opportunities in employment, training and career development
irrespective of gender, marital status, race, creed or disability. Employees who become unable
to carry out, through disability, the job for which they were employed are counselled to
determine their suitability for alternative work, for which retraining is offered if appropriate.
The company is also committed to the highest international standards in every facet of the
business. Proper attention to health and safety is an indispensable part of this‘commitment.

‘Auditors

A resolution to re-appoint KPMG Audit Plc as auditor to the company will be proposed at the
annual general meeting.

Signed on behalf of the Board of Directors

Managing Director
{9 October 2000
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Vertex Data Science Limited Directors’ responsibilities
Year ended 31 March 2000

Directors’ responsibilities

In respect of the preparation of financial statements

The directors are required by the Companies Act 1985 to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the company at the
end of the financial year and of the profit or loss for the financial year.

The directors consider that in preparing the financial statements on pages 9 to 22, the
company has used appropriate accounting policies, consistently applied and supported by
reasonable and prudent judgments and estimates, and that all accounting standards, which they
consider to be applicable to these financial statements, have been followed.

The directors have responsibility for ensuring that the company keeps accounting records
which disclose with reasonable accuracy the financial position of the company and which
enable them to ensure that the financial statements comply with the Companies Act 1985.

The directors have a general responsibility at law for taking such steps as are reasonably open
to them to safeguard the assets of the company and to prevent and detect fraud and other
irregularities.

Going Concern

After making enquiries, the directors are of the opinion that the company has adequate

resources to continue in operational existence for the foreseeable future. For this reason they
continue to adopt a going concern basis in preparing these financial statements.
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Vertex Data Science Limited Financial statements
Year ended 31 March 2000

Auditors’ report

To the members of Vertex Data Science Limited
We have audited the financial statements on pages 9 to 22.

Responsibilities of directors and auditors

The directors are responsible for preparing the directors’ report and, as described on page 7, the financial
statements in accordance with applicable United Kingdom law and accounting standards. Our responsibilities,
as independent auditors, are established in the United Kingdom by statute, the Auditing Practices Board and
by our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act. We also report to you if, in our opinion, the
directors’ report is not consistent with the financial statements, if the company has not kept proper
accounting records, if we have not received all the information and explanations we require for our audit, or if
information specified by law regarding directors’ remuneration and transactions with the company is not
disclosed.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgements made by the directors
in the preparation of the financial statements, and of whether the accounting policies are appropriate to the
Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the Company as at 31
March 2000 and of the profit of the Company for the year then ended and have been properly prepared in
accordance with the Companies Act 1985.

iz Aol fLC

KPMG Audit Plc
Chartered Accountants
Registered Auditor
Manchester

Z',{l/w
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Vertex Data Science Limited Financial statements
Year ended 31 March 2000

Profit and loss account
For the year ended 31 March 2000

Before Before
exceptional Exceptional 2000 exceptional Exceptional 1999
items Items Total items Items Total
(note 3) (note 3)
Note £000 £000 £000 £000 £000 £000
Turnover 2 221,397 - 221,397 222,497 - 222,497
Cost of sales 3 (193,066) (7,557) (200,623) (194,444) (2,025) (196,469)
Gross profit 28,331 (7,557) 20,774 28,053 (2,025) 26,028
Administrative expenses 3 (10,990) - (10,990) (10,009) - ~(10,009)
Operating profit 3 17,341 (7,557) 9,784 18,044 (2,025) 16,019
Net interest receivable 6 664 268
Profit on ordinary 10,448 » 16,287
activities before
taxation
Taxation 7 (3,220) - (451)
Profit for the financial 7,228 15,836
year
Dividends ' (7,228) (15,836)

Transfer to reserves -

The company has no recognised gains or losses other than the profit for the year.
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Vertex Data Science Limited Financial statements
Year ended 31 March 2000

Reconciliation of movements in shareholders’ funds
For the year ended 31 March 2000

2000 1999

£000 £000
Profit for the financial year 7,228 15,836
Dividends (7,228) ‘ (15.836)
Result for the year and net addition to - -
shareholders' funds for the year
Opening Shareholders’ funds 158,657 158,657
Closing Shareholders’ funds 158,657 158,657

Page 10



Vertex Data Science Limited Financial statements
Year ended 31 March 2000

Balance sheet
As at 31 March 2000

2000 1999
Note £000 £000
Fixed assets
Tangible assets 8 53,064 63,981
Current assets
Stock 9 849 810
Debtors ’ 10 173,972 196,357
Cash at bank and in hand 1,601 15,284
176,422 212,451
Creditors
Amounts falling due within one year H (65,232) (116,885)
Net current assets 1190 95,566
Total assets less current liabilities : 164,254 159,547
Provisions for liabilities and charges 12 (5,597) (890)
Net assets 158,657 158,657
Capital and reserves
Share capital — equity 13 142,000 142,000
Profit and loss account 14 16,657 16,657
Equity Shareholders’ funds 158,657 158,657

Approved By the Board of directors on 19 October 2000 and signed on its behalf by

T. W. Drury
Managing Director

The notes on pages |2 to 22 form part of these financial statements.
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Vertex Data Science Limited Financial statements

Year ended 31 March 2000

Notes to the accounts

Accounting policies

()

(b)

(d)

(e)

Basis of preparation of the accounts

The financial statements have been prepared under the historical cost convention and in
accordance with applicable accounting standards and with the Companies Act |985.

Turnover

Turnover represents the income receivable in the ordinary course of business for services
provided and excludes VAT.

Tangible fixed assets

Tangible fixed assets comprise short leasehold land and buildings, computer hardware and
software, fixtures and fittings, other equipment, and assets under construction. Additions
are included at cost. Assets are depreciated evenly over their estimated economic life as
follows: '

Short leasehold land and buildings over the life of the lease
Hardware, software, fixtures, 3 - 10 years
fittings, other equipment

Leased assets

Assets obtained under finance leases and hire purchase contracts are capitalised in the
balance sheet and depreciated over the shorter of the life of the lease term and their
useful economic lives.

Finance charges under finance leases and hire purchase contracts are allocated to
accounting periods over the period of the lease and represent a constant proportion of
the capital repayments outstanding.

Rentals due under operating leases are charged on a straight-line basis over the lease term.

Stocks

Stocks are stated at cost less any provision necessary to recognise damage and
obsolescence.
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Vertex Data Science Limited Financial statements

Year ended 31 March 2000

Notes to the accounts continued

Accounting policies continued

U

(2)

(h)

()

Pensions

Most of the company’s employees belong to pension schemes, which provide for defined
benefits based on final pensionable pay. Pension costs are charged against profits over the
estimated remaining service lives of employees. Details of pension arrangements and
funding are set out in note 5.

Deferred taxation

The charge for taxation is based on the profits for the year and takes into account
taxation deferred, using the liability method, in respect of timing difference to the extent
that it is probable that a liability will crystallise in the foreseeable future. Such timing
differences arise primarily from the differing treatment for taxation and accounting
purposes of provisions and the depreciation of fixed assets.

Cashflow statement

The company, as a wholly owned subsidiary of United Utilities PLC, has not prepared a
cashflow statement under the FRS | exemption.

Basis of consolidation

The accounts of Concilia Debt Recovery Ltd have not been consolidated with those of
the company as the company is a wholly owned subsidiary of United Utilities PLC. The
company was dormant throughout the year.

Related party disclosures

The company has taken advantage of the exemption available to wholly owned
subsidiaries not to disclose inter-group transactions as related party transactions.
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Vertex Data Science Limited

Financial statements

Year ended 31 March 2000

Notes to the accounts continued

2.

Segmental information

The company mainly operates in the United Kingdom, primarily in the business process
outsourcing market. In addition, the company develops large software systems for other group

companies.

Turnover, operating profit (before exceptional items) and net operating assets for each class of

business are:

2000 1999
£000 £000
Turnover
Business process outsourcing 182,976 162,850
Software development 38,421 59,647
221,397 222,497
Operating profit
(before exceptional items)
Business process outsourcing 12,532 11,685
Software development 4,809 6,359
17,341 18,044
Net assts ntraGrows  intraGrows  mraGroug  inie.Groug
balances balances balances balances
Business process outsourcing 139,023 21,912 131,198 44,105
Software development 19,634 1,310 27,459 2,078
' 158,657 23,222 158,657 46,183
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Vertex Data Science Limited Financial statements
Year ended 31 March 2000

Notes to the accounts continued
3.  Operating profit

Operating profit is stated after charging/(crediting):

2000 1999

£000 £000

Staff costs (see note 4) 82,880 76,722
Auditors remuneration -statutory audit 17 20
-non audit services 2 87

Operating lease costs -plant and machinery 39 80
-land and buildings ‘ 1,232 772

(Profit)/loss on sale of fixed assets (49) 148
Depreciation ' 15,924 12,384
Own work capitalised (896) (2,975)
Exceptional items 7,557 2,025

Exceptional items represent business operation restructuring costs of £7,245,000 (1999:£nil) and
Year 2000 costs of £312,000 (1999:£2,025,000) in relation to work needed to address the
millennium date change.

4. Staff costs

Staff costs including directors, comprise:

2000 1999

£000 £000

Woages and salaries 72726 65.284
Social security costs 5,414 5,285
Pensions contributions ‘ 4,740 6,153
82,880 76,722

Number Number

Average number of employees 3395 3160
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