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Repogr OF Trs Birectoss  Fosthe yeasended 31 March 199

T Drreceops present tho anaual eeplrt, togathes with the aucited accounts, fur the wear
gnded 3% March 9t

Share capira)

_ The Company which was mncorporated on 3 Aprdt 198915 2 wholly owned subsichary of
i Southern Water ple.

Theauthorisad share capital is 46,030,000 ardinary shates of £1 each. The issued share capital
15 50,000 ordinary ynaces of £1 each.

Activity
Southern Warter Services Limited provides water supply and wastewater services inhe South

East of England.

Results

Netails of the profit and dividends for the year are shown in the profit and loss account on
page &, The Directors recommend a final dividend of £27.9m and the transfer of the balance of
the profis for the year to resecves.

Fixed assets

Capltal expenditure on flxed assets totalled £118,5m during the year. Detalls of changes In fixed
assets during the year are summarised in note B on page 12.

Directors

The Directsrs of the Company are Mr W ] W Courtney, Mr B A O Hewett, Mt M Hollywood, Mr
A LSmith, Mr G H Setterfield, Mr K Tozzi, Mr W Cutting, Mr F N Midmer and Mr R F Clayton.




Birectoss” shareboldings

Mo W 1 W Conrteey aad Mo FIN Midmer are 3lso Directors of the Holding Company and ther
imrerests inbe share capuat of that Company ate showndn its Dicectoes' Report-

The bereficial nrsrests of the remaining Directors of the Company in the ordinary shares ol
the Holding Company 353t 31 March 1993 are setout below.

Ordinary Exerutive Sharesave
Sharesheld Share Options Scheme

199 1990 195 1990 190 1990

MrBA O Hewent 1,295 1,295 75,060  GO,000 6,136 4,136
Me M Hollywood 4.05% 4,055 68,500 55,000 6,130 0,36
Mr AL Smith 795 795 51000 40,000 3,222 2,04%
Mr G H Setterfield 995 995 51,000 40,000 4,356 3,068
Mre K Tozzi 1,860 L8G0 51,000 {0,500 12,2M2 1'.3,.2"3
Me W Cutting 795 795 51,000  <0,000 4,000 4,090
MrRF Clayton 591 591 32,000, 25,000 6,199 2,386

Optlons to purchuase fully paid ordinary shares were granted under the Southern Water
Sharesave and Executive Share Option Schemes.

None of the Directors holds shares beneficially in the Compény. e

Employees

The Company Isan equat of o\portunilics employerand hasa pollcy of non-discrimination insll
forms of employment. Disaby cd persons are considered for all types of work and modifica-
tions to jobs and cquipmcn' age made 10 enable them 10 be employed, Employees of the
Company have been cncoumgcd to become sharcholders in the Holding Compeny aud to
participate in a SAYE Sharesave Scheme. 5taff consultative committees have been established
and acormnmunication programrﬁc carried out 1o Inform all employees of changes taking place
in the Company's business and the factors which would affect Its future performance. Safety
committees have met on a regular basis and a new healtiy and safety poticy has been adopred
by the Company,

Dozations

Charitable d~nations durlng the year amouated to £15,300. No political donatlons were made
by the Company.

Research and Development

The improvement of existing services and processes, together with the identification and -
development of new iechnology and solutions, are key aspects of the Company's strategy in
order to enhance the quality of service to customers and improve methods of working,




: Auditoms,
[}

_ A resolutiol: 10 reappolnt as auditors Coopers & Lybrand Deloltte, will be proposed at the
. Annat Geperal Meeting,

By ordez of the Board.
Graham Nicholson

Secremary -
25 Junie 1991 ‘

Registered Office
. Southern House, Yeomar Road, Worthing, West Sussex 3N13 3nNX




. Accornirse Posss

Basis of Accorniiog and Consolidaion

Fhe accounis have been prepared ander the Ristorden! cost convention and in zcvordance
wikh.applicable UK zccounting standards, except as noted in granse and convributions.

Comparativeg Figures
During the year ended 31 March 1990 significant changes occurreid as 2 result of a majer.capital
resteucturing 2nd the insraduction of a regulatory regl.: Accordingly, the comparal: ity of

the figures for the year ended 31 March 1991 and th ¢ prior year is limited ar ¢ care should be
taken In zelating these figures.

Turnavee
Turnaver represents the involce value of goods 2nd services pravided, excluding VAT

Depreciation of Fixed Assets

Fixed assets are depreclated on a straight line basis over thelr estimated useful Mives, which are
principally as lollows:

Buildings 10 - GO years
Operationu! structures 15 - 80 years
Fixed plant 10 - 40 years
Yehicles, computers and mobile plant 310 years

Frechaid fana and infrastructure assets are not depreciated. Infrastructure assets, being mains
ardsewers, imi:ounding and pumped raw water storage teservoirs, dams, sihdge pipelinesand
s¢a outfalls are ot depreciated because the network of systems Is required to be maintained in
perpetuity and therefore has no finite economic life. Expenditure on maintaining the
operating capability of the network is charged as an aperating cost.

Grants and Conteibutions

Grants and contributions recelved in respect of additions to npn-Infmastructure fixed assets are
shown as deferred credits and released 1o profit over the useful lives of the relevant assets,
Previously these items were deducted from the cost of the relevant addition, This change in

accounting policy has no impact on current or prior year carnings but the prior vear balance
sheet has been restated to rzAeet the change In categorisation,

Payments reccived for new conneciions to the Infrastructure network are accounted for as
nen-specific capil receipts and credited to the appropriate fixed asset category In order to

show atruc and fair view,

Leased Assets

Fixed assets lzased to the Company under finance leases are capitalised and depreciated in line
with the Uroup's depreciation policy.




Yo ererest elooaeas of finance fease scpaymenss is charged against profit in proporiion 1o
the balance of the capisal repayments outstanding.

Renal costs waders operating leases are expensed as incurred,

Seocks and Wiork in Progress
Stocks used internally for opcratignal and engineering purposes are stated at cost iess

pravision for dacnage and obsolescence. Other stocks and work in progress are valueg at the
lower of costand net realisable value. Cost includes labout, materials and refevant overhnads.

Pesearchand Development

Research and develogment expenditure is expensed in the year in which itis incurred,

Foreign Currency
All taansactions denominated in forelgn currenciss are wansiated into sterling at the rate of
exchange ruiing at the rransaction date. Foreign currency balances are transtated into sterling

at the rate of exchange ruiing at the balance sheet date or at the forward vover rate where
forward cover atrangements exist,

Deferred Taxation

Provision is made for deferred taxation oft the liabliity method to the exient that it s
consldered probable that a liability to taxation will occur In the foresceable future,

Pensions

Southern Water plc operates defined benefit pension schemes which cover all employees of
Southern Water Services Ltd, The expected cost of these schemes is charged against profir
ovet the period benefiting from employees’ service. Varlations from the regular cost are
charged agalnst profit on a straight line basis over the expecied remaining service Ilves of
employees in cach scheme. Contributions to these schemes are determined on the basis of
professional actuaclal advice In accordance with i tory requirements.




Froer Asp Eoss Fk the yeageoded 3 March 1991
ACCOLNE

! TUINAVCE

Profig befors intecest
[ntereseinet)

Profis on. ordinzry activities before txation
Taxation ‘

i Profic ot ordinary activities after taxation
Extraordinary items

Profi¢ aitzibutable to ordinary shareholders

Transfer from resecves
Dividends payable

Transfer to reserves

Movements on reserves during the yearare shown innote 17,

"

Noates

)

199 2990
£000 £000
240819 223828
80,669 "6,208
GLOTY  (32ED)
55052 43,389
0 0
$3,052 43,389
271,088 .;
55052 315377
0 16,780
(27854)  (320,762)
27198 1,375




Baraney Suegs As 3% March 1551

b 1991 1990
; Notes £000 £600 £000 £000
; Assets emploved
’ Fixed assets
X Tingible assets 8 767,674 692,930
) lavestmants 9 Q4 0
w.ﬂ— PR forrrararm——
67,674 692,930
Current assets
Stocks 10 3,163 2,809
Debtors n 72,166 44,295
75,329 47,304
i Current Habilities : ;
: ~ Amounts falling due within one year: i
* Shaet term borrowing 12 17,025 2,739
Other amcunts failing due within one
year 13 _ 144,355 365,026
161,180 367,765
Net current assets (liabilities) (85.851) - (320,661)
Total assets less current Habilites 481,823 372,269
Creditors w
Amounts falling due afier more thane .
one year 14 (281,396) (2,056
Grants and contributions (5,899) (4,735)
Provisions for Habilities and charges 15 (3,621) {2,394)
390,907 363,084
Capltal and reserves
Called up share capital 16 56 56 -
Share premium accourit 17 " 46,294 46,294
Proifit and loss account 17 344,557 316,734
390,907 _ 363,084

Theaccountson pages 410 16 were approved by the Board on 25 June 1991 and signed on kts behalf by:

’

[N, - . s

W J W Courtney, CBE — Chairman

M Hollywood — Dirccﬂ)r




SOLRCEARD
Asprrearon Qe Fusps

Forthe yeag onded 38 March, 199}

Sonrce of Frasds
Profironardingsy asibatics heforttaxarion
Extezopdinacy rews:
Privatisaion costs.
Rrefeass fromintra-group
Dekenture
Depreciation
Movement on infrasteucture
renewaal provision

Transfer to (from) reserves

Share subscription by holding company
Grants and contributions

Proceeds on disposal of fixed assets
Transfer of assets to group companies
Transfer of investments

Total source of funds

Application of funds
Capitat expenditure
Investments
Dividends

Working capital
Stocks
Debtors
Creditors

Provided by
Short term borrowings
Bank and other loans

L000

35,053

625

22,505
26
10

(118,507)
0
(27,582)

(354)
{27,871)

{221,143)

199
L0462 £a0Q
43,389
4433
276320
18,668
2,304
78,665
{14.011)
46,300
14,773
2,777
10,933
5987
23,166
101,831
(107,131)
{102)
(293,200)
891
{19,495)
285,744
{395,457)
(293,626)
(14,286}
(279,340)
_(293,626)

66759

(124,293)
278,905

190
a0

330439

403,108

57,961
220,944

278,905




T et ewri e

MNeees o g Note k

) Accornrs Segmenmk lnfoanagon,
Temnover Prafits  furnover Profus
1991 139 3990 1990
i £000 £000 £000 £000
‘ Fripopalacuiey 242,383 84 330 218,500 3,800
: Qurer actiiies 2436 2,39 5,328 2468
Inierestiset) (31,61M 132.879)
249,819 55,052 233,828 43,389
9%l 1990
£000 %000
Nowe 2
Tugnover and proficbiefore interest i
Tuenoves (wholly in the UK) 249,819 223,828 '
Costof sales (145,302) {113,608)
Gross profit 4 104,517 104,220
Administration expenses - {21,225) {28,971)
Other operating income 3.377 1,019
Proflt before interest 86,669 76,268
Proficon ordinary activites before twation is stated after charging
Depreciation on
Fixed assets not subject to finance leases 22,020 17,574
Fixed assets heldunder finance leases 366 1,094
22,386 18,668
Infrastructure renewals charge } 13,400 14,100
Audit fees o 70 70
Rentals under operating leases 13 el

Research and development 970 947




. Nores ToTus Ao 3,

i AccormTs Dipectorsasd Employees
§ 99 {990
: £000 £000
| 4 Saffeostsfincluding Divciors” cmeiuments)
i Yiagesand salatiss 33,752 33655
Sochl Security costs . 3,336 2468
: Drher pension Costs ‘ 3Ah5 3,280
: 39,53 38,403
ib) Direcrocs’ emaluments. L2000 LD
™ months
from 1.8.89
fews 0 0.
Qzher emoluments (including pension contgibutions) 448 189
448 189
The emoluments of the highest paid Director 5000 £000
(Excluding pension coniributions) T months
from 1.9.89
72 o
The Directors' emoluments cover 7 Directors.
The emoluments of the Chairman and Mr F N Midmer are disclosed
separately in the accounts of the Holding Company, Southern
Water ple,
1991 1990
Number Number
{¢) Average number of persons employed 2284 2217
(d) Dircctors
The rernuneration {excluding pension contributions) of
directors other than the highest paid director and those who
hold office in the Holding Company was within the following
categorlcs:
1991 7 months
from 1.9.89
5 Number Number
1- 5000 - 1
20001 - 25000 - 3
25001 - 30000 . l
30001 - 35000 . 1
40001 - 45000 2 .
45001 - 50000 1 .
50001 - 55000 . 2 .
G5001 - 70000 ‘ 1 .

10




Nores To T
ACOCNINTS

i, AT
£000 6090
Nops
HtgResk
Basik foaps, overdrafis, 20d othee ipans,
Repayable after 5 yeass, 31,697 2
Feravable withim S years 00t by instalments 1,360 32,938
Fipance [¢ase obligations 145 238
33,202 33.198
Intgrese recgivable LA8S 219
Nekinterest payable 31,617 32,579
Note: £30,940K (1990: £32,862K) interest was paid to Southern Water ple
Note %
Taxation
United Kingdom corporation tax @ 34% 0 0

{1990 corporation tx rate was 35%)

The Company has substantis} unusiised capital allowances in respect of expenditure qualifying for plant
and machinery allowances and indusirlal bulldings allowances, As 2 result there is no malnstream
corporation ax labllity in the foreseeuble future.

Note 6

Extraordinary items

Privatisation coste ' 0 (4,432)

Release from Intra-group debenture 0 276,420
0 271,988

Note 7

Dividends payabic

¥inal proposed dividend of £497.393 per ordinary share (1990: £492,535) 27,354 27,982

Special dividend 0 276,200

Dividend In specle 0 i7,000

27,854 320,782

11




Nores FoTuE Note 8

ACCOENTS. Tazzhle xed 2ssets.
frechold Plane & Infras Other Tl
Sand & Machinery  sumctare
Buildings - ASSCLS
000 X000 000 L0070 LRV

Cosg
Salange Y ALk - 209,542 125,132 335254 00,66t 8,589
Reclassificanion andaccounung
policy change {3.258) 3551 7 3,982 497
Addstions 35,406 23,961 A7565 20,625 nnEs”
Additions from group companies 0 300 450 0 930
Grants and contributions 0 Q 121,341) 0 {(21.341)
Disposals 9 {239) 0 {13 (252)
Disposals o group companies 0 0 0 (") am
Bal:lnct M March 301,690 155,205 . 352,300 91,238 200,433
Repreciation
Baiance 1 Aprii y £1,195 39,178 0 30,021 110,394
Reclassificatlon and accourdting
poticy change (GY) 260 0 13 212
Additions from group companles ] 84 0 0 84
Charge for year 7402 7,155 0 2,745 22,302
Disposals : 0 (213} 0 (13) f226)
Dispasils to group companies 0 0 0 %)) (7
Balance 31 March 48,536 16,464 0 37,759 132,759
Merbook value 31 March 1991 253,154 108,741 352,300 . 53479 767,674
Neatbook vatue 31 Macch 1990 215,150 91,545 335,626 40,609 692,930

Tangiule fixed assets at 31 March 1991 include £78,649,000 (1990: £68,898,000) of assets In the course of
constzuction which are not depreciated uniil commissioning.

The net book value of tngible fixed assets held under finance leases at 31 March 1991 was £9,021,000,
(1990: £9,413,000)




Nores TeoTug
ALCOUST

Note S
Fixed asseigvestments

At & Apng
Addirrons,
Transtet ra holding compariy

At A March

Note 10
Stocks

Materials znd consumables
Work in progress

Noee 11
Debtors

Teade debtors

Amounts owed by group compnﬁlcs
Other debrors

Employee loans

Prepayments

Debrors include £397,000 due after one year.

Note 12
Short term borrowings

Bank overdraft
Obligations under flnance leases

Note 13
Amounis falling due svithin one year

Trade creditors

Amsunts owed to group companies
Proposed dividend

Other mxation and social security
Accruals and deferred revenue

1091 N
£000 20

0 3885

0 102
0 (5,087

0 )

2,604 2,436

539 )
—n163 2,809
56,011 31,312
12,325 541
2,798 1,242

N 719 L167
Ay 313 33
72,166 44,295
16,369 470

656 2,269

17,025 2,739
43,664 32,253
41,420 271,295
27,854 27,582

63 15

. 31,154 33,881
144,155 365,026

13




o NoresTo T Noge M

! AtoUNTS Creditors falling e Aftec roore than one yeas
. oM 1990
,’ X000 £000
r9a0s from ulymae Rolding company 230,000 0
' Orhegloass 40,057 3
: Ohfrgations under finange leases 1,360 2022
281,399 2050
N 1990
L000 £000
Loansand ebligators under finance leases are repayabie as follows:
Finance Leaves _ .
Between oneand two years 64 656 i
Between two and five years 092 1,366
OtherLoans
Between one to five vears 4 7
Aftee five years not by instalments 280,026 27
281,396 2,056

The Company hasagreed loan facilities with Southern Watee ple and the European Investment Bank, The
rates of interest payeble on loans due after 5 years varies from 10,.95% to 13 %,

( Note 15
Provisions for Habilities and charges

Infrastructure
Renewal
£000

Balance 1 April 2,394
Movementin year 1,227

At31 March 3,621

14




Neres Ko TE
ACCOENRTS

Nete MG
£aledup share capizal

Anghogised
Orgipazy shares of £1 qach

Allotied, called up 204 fully paid
Qedinary shares of £1 each:

Note 17
Share premium account and seserves

Ar L april
Taansfer from proficand loss

. Release of pre-vesting provision

At 31 Macch

9N 10900
L0040 000
40,050 A, 340
30 3y
Share Profic
Premium and Loss
Account Account
1991 1991 -
£000 £00D
46,494 316,734
27198
625
46,294 344,557

18




Neres T Tz Nops I8
ACLGUNTS Pegsicns,

The Company s ponsion AURRZTMents are 3dministered throygh theee schemes operted Ly Souhern
Warsr plo, the Holdiog Company Astuarial informatioe concerning shese schemes is glisclesed m e
eaurss of Southern Water ple,

Note 9
Contingens liabidities
1991 990
£000 1000
Conungen liabilites incoanection with contractors® clalms on capita!
schemes and road reissuitements
4,817 3630

The Company is party to mutual cross guarantees for any monles owed by Group companies to National
Westminster Bank pic, ‘

Note 20 .

Capital coinmitments ‘ S

Outstanding contracts placed for capital expenditure 50‘,293 50,618
Capitol expenditure authorised by dircciors but not contracted 53,968 55,258
Note 21

Other financizl commitments

Land Land &
Buildings Other  Buildings Other
1991 1951 1990 1990
£000 £000 £000 %000
At 31 March the Company had annual
commitments under non-cancellable operating
leases as follows:
Explring within one year 0 0 ¥, 0
Explring between two and five years 1 6 2 7
Explring in over five years 1 1 1 1
2 7 3 8

Note22
Ultimate holding company

.

The Company is wholly owned by Southern Water pie, 2 company incorporated In England.




‘ Repoay O Tig AupiTors
Fo'Eur Memprrs OF

" Sorturre Wakes

- Services.L1p.

U

e have audited the accounts on pages 4 1a 36 jn accordance with Auditing Smndards.

Incut opigionrhe accounts give a Lrue and fai view of the state octhe Gompany s affaies at 31
Masch 1991 2ud of its profiy and soures zad application of funds for the yearthep-ended and
have been properdy prepared inaccordance with the Companies Act 1985,

e

L'NTW\ T \Aﬁ\JML \b\.«\ﬁq\

CQOPERS & LYBRAND DELOITTE :
whartered Accountants

25 June 1991
London
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