PLEASE NOTE THAT
DUE TO THE POOR
QUALITY OF THE
FICHE SOME OF THE
FOLLOWING IMAGES
ARE ALSO OF POOR
QUALITY

T e S e mv—

-




S
e}

1

-
o
]
4

=1

Annual Report and
Accounts 1990/1991







Financial Highlights

1890
pro-forma 1850
£m &m
186.8 179.2
157.5 166.3
43.6p -

15.11p 10.07p

151
181
207
179
212

. il wh, PG Aoy
Alh e e PP ey T

] Major changes in operating circumstances, regulatory standards, corporate status and capital
) structure were made in the year ended 31 March 1990,
|



Chairn}an’s Statement

Results are good. In the year ended 31 March 1991 profit before lax increased to £212m
an Increase of 14% over the pro-forma results for the previous year. Eamings per share
increased by 15% to 50.1p. Consislent with our progressive dividend policy we are
recommanding a final dividend per share of 11.5p, making a total for the year of 17.5p,
an Increase of 16% over the ull year equivalent for 1990. The dividend cover ramains

at approximalely 2.9 times. All this has been achieved alongside animproverment

in customer service whilst malntaining the lowest average combined bills for clean and
waste waler services amongst the privatised water companies.

I question that such resulls and improvements could have been achisved bul for
privatisation, Managerial and financial freeclom have been a stimulus,

The Company'’s principal subsidlary, Thamas Waler Utilities which has the
statutory duty to provide ciean water and remove dirty water has performed particularly
well. This is a rellection of high parformance by managers and employees who have
daalt successiully with extreme weather condillons for the second year running.

Theincreased capital programme, up from £247m to £392m, has been
implemenied professionally, and successiully, reflecting new methods and enhanced
¢o-operation betwean Operations, who deal with today, and Enginesring, who designand
build for tomorrow, Specifically the London Waler Ring Main, the biggest single water
praject of its kind this century, progresses well, The Utilties subsidiary has not been
malerially alfected by the downturn in the economy. Itis doing much to safeguard the
ervironment,

Anew engineering centra has been opened at Reading, alongside anew laboratory,
openadi in April 1991, The first phase of our new customer centre is in operationin
Swindon, All these developments introdiice new technology, concentrate skills, permit
wider career opporiunities and improve services.

Income {rom property salesis similar to the previous year, reflecling the Board's
decision to defer planned properly disposals for the time baing, rather than sell in today's
depressed market conditions.

We hava now restructured our non-utiihes businesses, Two small ventures have
been completed. First we have acquired Metro Rod Pic, anationwide drain cleaning
company, secondly we have signed a joint venture in Span {0 assist entry mto the
Spanish-speaking markets. Dunng the year we satisfaciorily resolved our clam aganst
Portats Holdings PLG arising from our purchase post-flotation of PWT Worldwide Lid;
and two of the originat 18 PWT companies were sokd. These non-utilities businesses are
now better-managed and set faur, | am confident thatin the years ahead they willbe
important contributors.

The policy of your Board has not changed. We will concentrate cn the Ulilities
business and specifically on the achievement of new standards throurgh a successiully
managed capital programme. Gther developments, oulsids Utifities, will uge the
extensive skills of the Group and be proceaded with over time. They will be developsed
on a stap-by-step basis, ensuring, as now, that we do well with what we already hava
and move on only after carefu! evaluahon,

Thames Water has an exparienced, active Board, a stable and professional
management and is financially strong. New iniiatives have bieen taken 1o enhance
further refationships with employees and ttade umons The Comp. Ny atiracts talent at
all lavels and has a sugcessiul graduate and professional entry 5 neme. All this augurs
well for the {uture,

Progress in the year has been substantial. My thanks to all emnioyees at all levels.
They have performed well. 1 am encouraged by performance since the end of the year
and ook forward 10 reporting to you agamn.
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Operational management

Reorganisation of our core water business last year has brought benefits in the year under
raview, Wa have introducead new technology {o mee! our operational needs and we have
mada slgnificant progress in our determination to have a ‘one-stop-shop’ for all customer
enqulries. Our peopls are better-motivated and better-trained, We are improving our
buying skills lo cut purchase costs, reduce siocks, and improve delivery performance,
We hava computerised the scheduling and tracking of thousands of jobs, from repairing
burst mains to checking reservoir lavels, in order to cut response times and improve
afficiency. We hava continued to reduce our costs, although extra activitles asa .
conssquence of aur commitmant to mest tough new standards for sewage efiluent and
drinking water have masked our raal performance. We have inlroduced a Thames-wide
quality programme which has recefved enthusiastic support from our employees.

Inthe summer of 1990 we had toban hosepipe use throughout the whole region and
we imposed a drought order in some places. | know that this caused problems for our
customers. We continued a significant investment programme both 1o reduce the amount
of water lost through leakage in the systern, and to move watarmore efficiently to the
places it is needed. In the future we will need to find more waler to meet expanding
demand, and we have started technical Investigations fora new reservolr in Oxfordshire.

PWT Worldwlde and Thames Water Enterprises have been strengthened. We have
cut costs and built on thelr technlcal and rnarketing strengths.

Property

We have reduced ourfand sales elfort in the current depressed state of the property
markat. We have founded two small property companies and are working on preparing
selected sites for future disposal or development.

Persorinel

Qur 9,000 employees have responded well to the challanges we have set them. In
Thames Water Utilities, trade unions have agreed in principle to 'single-table’ bargalning
and staff have agreed an increase In working hours, Wa are continuing to change our
workirg practices to meet the needs of new technolagy. Productivity programmes saved
almost 200 jobs during the year. Our retention rates remain high and we face no short-
term skill shortages. For the longer term we have announced a commitment 10 more
training and skill certification at all levels in the business, During the year we put over
1,300 people through management and teambuilding programmes.

The environment

Cara for the environment is part of every major decision taken by the Company, Beyond
ourimpaortent work In upgrading clean and waste water qualily, tha Board has setup an
Environmental Audit commiltee under non-executive directcr Sir Peter Harrop to examine
theimpact on the environmeant of Group aclivity and policy. We published a response to
the Govarnment's Code of Practice on conservation, access and recreation, We have
also published a first Annual Report which accounts for our performance aganst the Code.

The community
Thames is A ginod corporale citizen. We continue lo build links with schools and
commurity groups; this aclivity now offers more relevant help lo teachers and matches
our recruitment needs

A Board committee under Sir Christopher Leaver disburses danations to charities ~
a major benaficiary was WaterAld, which supports water supply projects in the Third
World, We have also set up a scheme lo supporl employees’ own fundraising efforts and
introduced a sponsorship scheme to support local community projects.

Ml oo,
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Thames Water Utilities

Enginaaring Director

Bill Alexander surveys a
soction of the London Water
Ring Maln. The Ring Main,
longer than the Channel
Tunnel will eventually
onclrcle contral London at
adopthof upto 60 motres
andwilicarryupto 1,300
magalitres of clean water
a day.

Piractors: Mika Hofiman, Blll Alexander, Da.vid fadcack, Jim Boudier, Bil Harper, John Hurcom,
David Luffrum, Richard Marshall, Peter Malntosh, Mike Ribbing  Turnover: £675m Employees: 7,331

Thames Water Ulilitles 1s the major operating company of the Group, accounting for 80%
of turnaver. It treats and supplies clean water to over saven mitiion peopla in the region,
and takes away, treals and returns to the environment the wasle waler of over 11 million.
During the yearwainvesied £389m, most of which went towards improving standards for
wasle and drinking water, Despile one of the driest years this cenrury, supply interruptions
were minimised and operating costs ware kept under control.

Patterns of organisation and properly inheriled from the pubiic sector are
disappearing fast. Throughout the Company, project resporsibllities are replacing
functional dutles, and managers are individually accountable for their performance,

We have openad a specialist engineering centre to replace a number of scattered
offices; ten laboratories at the start of the year were reduced to four by year-end.

Clean water )

Resources and supply -

During the year we put into supply an average of 2,795 megaliiras of waler a day ~
a0.6%increase on the previous year, Exceptional weather was a severe test for our
systams, which genarally coped without the need for drought re,slrictnons, Forthe
second year running a hosepipe ban was imposed over the whola region, and a droughtl
order was neederd in Swindon and the Cotswolds, Severs frosts in February 1991
caused a large number of water main bursts, principally In bondon. Low rainfall and
heavy demand may cause supply problems in 1991.

Qur forecasts into the next century show the need to provide for steadily 4iwcreasing
demand for drinking water, We began a two-year investigation of possible reservoir
sites In the west of the region belwesn Abingdon, Wantage and Didcet. Constructionis
planned tebeginin 1996,

Quality

During the year we stepped up our quality monitoring programme, completing 355,000

statutory analyses on drinking water samples. Al the end of 1990w were formally

audited by the Drinking Water Inspectorate for ihie first fime and awail their report.
Meeting new drinking water star'dards involved investiment in new plant and major

renovation projects such as those at Carmnpden Hill and Honor Qak service reservoirs

{the latter ane of the largest in Europel,

Investment

Investrmantin new and uprated water treatment works is &l record levels. Among
achievemants during the year was the completion of a £45m project toirrnrove the quality
and amount of drinking water suppliet from tha Lea Vallay to Narth West London,

The project, whichmeant upiraling the existing Coppermills treatment works and building
supply tunnels through to Stoka Newington, will aliovr us to close the existing Stoke
Newngton treatment warks, increasing efficiency and releasing land thare for
development in the future,

The London Water Ring Main remains the largest single investment jyrogramme in
tha Group. We have taken clogar control of new phases of this project, intreducing our
own tunneling technology instead of relying on machinety supplied by contraclors: four
drives this year have been complated on time, Inside budgeted costs, and half the first
phase is now operating, helping to relisve London’s ageing mains distribution system.,
The next phasais a 26km tunne! from Regent's Park 1o Kew and Ashiord Common,

Anew reservoir at Burford was built ahead of schedite e rdtime. Anew
distribution reservoir at Swindon and a new pipeling - rrdcot willimprove
sgrvice in the wast of the reglon.

New water treatmenttechnologies arebeingtesic 14 . - . piantatKempton.
The plant will test the best combination of GAC [granular activaled carbon) and ozone
treatment ahead of a fulf-scale plant planned for Walton.

9
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Waste water ‘ 3’
Gollection and treatment l' -
During the year we collecled and treated an a arage of l 100 megalitres of sevJ ’
through the 50,000km of sewers for which we are resp -nsnble. 0
Each of our sewage treatment warks Is governed )y aconsentio dlscharh
effiuent, which sets the quality standards we must meer We areliableto prosect
fail to meet those consent conditions, and during the ye aa failure af one of the ¢
we oparate brought prosecution from the Natlonal Riv. ; ;s Authority, The works ﬁ
rebuilt when it failed, )
Wa are reviewing the arrangements for seweragn manaqement - undertal
locat authoritias as of right until March 1892 ~to put b care of the sewerage syé
mare businass-like footing in the future,

Investment
Wa are committed to meeting tough new discharge ¢ insent standards by 1992|
Theinvestment programme needed was cnor ahead  timeand budget at thee i
year. Of the 157 capital schemes needed to meet the targsts, 96 had been com i
and 72 were fully operational at the year-end. In the & ackwater Valley a basket o |
—the biggest at Camberley —is now providing better sewage treatment service
customers throughout the area, The develcpments ere provideincreased qua
higher environmantal standards, using new, reliable ‘echnology.
inLondon, wecompleted the Cross-Thames L nk Sewer which for the first
sewer schemes on the north and south skdes of the river and hefps us manage |
London's major treatment works at Beckton and C 0ssness.
Aprogramme {0 automale small sewage wor 8 inrural argas will provide ¢
efficiant and raliabls operaticn, The first benefits of this work will be feitin 1991/
By investing in new and refurbished plant to Lallect blagas lrom sewage a
it as a power source we ara saving money and ree’ ¢ing greenhouse gas emissi
Th.ee major projects are under way and five wil' » completed by September 1¢
New scrubbing and filtraticn technologies ar yunder development which
camplement the Thames Flooded Filter, already re Jucing the time taken to put
sewage works into service by up lo ayear.

Siudge disposal
Following a government commitment, Thames mu t ceass discharging Londor
processed sewaga sludge to the Narth Sea by the« nd of 1998, Over half of the .
gensrated in the regien is already returned to the lar J and we balieve that incine g8 -
the only practical alternative for most nf the rerr ame ar. We are working on then
technologies needed to develop large-scale inciner: tars, We are consulting wi
government end other groups torinimise theimpac . of new raethods.

Webegan trials of composting sewage shudge: fith other malerials: this me
a use for sludge in refatively small quanities inral e eas.

In the meantime we have contracted out the og wration of the three ships v
sewage sludge from cur Thames frealment works o ‘he North Sea~with aT1t S
saving in running costs. The ships also sail mote freq ently, which helps cut odi
atourworks by reducing storage.

As prassuie on land in the region has grown, 0 nore and more hot'ses h JiE
built uncomfortably close to sewage worl.s. This yeat ve have started an exteﬁ '
programme to reduce odour from our works around £ ¢ region,
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Steve Walkaron sita at the
London Water Ring Maln -
the largest water project
bulltin tho UK this century.
Stova's team, combining
technicalinnovation,
commarcial nitlative and
management disciplines,
has cut tho time and cost
neaded to tunnal up to 60
metros below London. Tho
new mainwillhelpto
safeguard London's clean
water supply.

Stave Walker
As a project manager on the £250m London Water Ring Maln, Steve Walker has a kayole
in Thamas Water's biggest project. He's well qualified; a chartered mechanical enginser,
he has a degrea in mechanical engk-sering and a PhD in mininy slectresal gngineering
Steve's team of 8J handles design, project control and cn-site supervision. It incluJas
civil, mechanical, electrical and mining éngineers, as well as technicians and inspectors
who monitor tunnel construction 24 hours a day.
Much has bean aceomplished since work on Phase | began in 1987, Tunneling for
Phase |- 23km long - is now complete, adding to the 19l.m commissioned in 1975.
'In fact, the first shaft 1s already pumping water into the supply network al Streatham.'
Thames bas learned from the first four years' work and, with the: Jatest computer-
alded design (CADj) aquipment, the design of shafts and tunnels for Phase Il has taken half
the time. Construction of Phasa Il has begun and the tunnel 'drivage’ will start this
summer —well ahead of schedule,

Building an 80km underground network in the heart of London demands an
innovative approach)f dsruptions are to be minimised. 'At Park Lane, fer example, we
have sunk an addional shalt on atrathic sland and hand-driven two shr et lunnels undar
Royal Parks land < including one at the entrance to Hyda Park —in srae r lo connect to
axisting mains without interfering with traffic flow,” Steve explaned. Thames' engmesrs
hve also re-desgned tunnel imng to mateh new Wnaet machining technology, boosting
wzad and cutting costs agmbicantly,

Besides his busy schedula at Thameg, Steve makes time to help budding engneers
ata Mairlenhead schocl. He's a tutorwith the Engineenng Education Scheme - anational
Lrogramme aimed at invalving scheal students in the practice of engmeenng. ‘The idea i
tolel the students have aiook at engineening problems and fire thair enthusiasm,” he said.
That gives the engineers of tomarrow achance tovist sites and gat a first-hand look at
Thames at work Inday.

13
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PWT Worldwicde

Diroctors: Mika Hofiman, David Banfield, David Lulfrum, M Rowe
Turnover: £179m Employces: 1,554

PWT Worldwide 1s an international contracting and water treatment products and
services company which has been part of the Thames Groupfor 15 ronths. Sngaacquir-
ing the business it has been resteuctured and 1 set to take advantage of anexpanding
marke!. I3 contracting drnsion, which designs and manages the construchon

of water and waste waler treatment plant, showed strong recovery fromoperating loss,
but was aciversely affected by war n the Guit The prodicts and seraces gdwizicn,

which supphies industnal, commercal and defence water realment systems as welias
pipefine products and membrane systems, had a gaod year

Design and Contracting
The Desgn and Contraching Division's oparatng companies i the UK, Asia, the USA,
Australasia, and Afnca have started to henafit framimproved project management
disciphnes and qualty systems, investment mesmputer-aded design, cloger r=greup
co-operation, and more tghtly focussed marketing Among the penehts of improved
management and systems are better procurement, designs whch change less durnng
construction, a higher suceess rate an tenders, and belter marging In Australia, despite
severa domastic recession, Permutit-Boby Australia won an order 10 design and build a
‘zero-discharge” water effiuent plant at the Mount Pipar power station, The conlract,
for complebon in 1993, 15 worlh over £20m

Inthe USA, LA Waler Treatment had a goad year, with arders inits traditionad market
will rely on pure water froma i
plant designed ond bulft by PWT for power station water treatment plant and sigmlkzant ordess for desalnation plant in
Now Zealand. Florida. ltis welt paced lo meet increasing US demand for this type of plant. in the UK,
PWT mantaned its share of a growing marketin new and uprated waler and sewage

Singapore's Seraya powerstation

Bidhar,

In Tasmania, Permutlt-Boby treatment works despile increased compe tiion ¢aused by recessionin the UK ol

Australia's elfffuont troatment engineenng industry,

plantremoves sclids from the , . . )

waste water produced by this In the: Middlie East and Iraq, where we mantaned a Baghdad oftfice until the start of

newsprint mill, the Gulf crisis, tha future ramains uncertan. 15
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Thames Water Enterprises

Top

Around the country, Metro Rod
deploys specialist equipment for
drain inspaction, clearing and
cleaning with highly-skilled
operators.

Bottom

Brophy's landscape construction
work at Cherry Gardons,
Docklands, has attracted
attention worldwide ~and wona
major US award for its quafity,

Directors: Mike Hoftman, David Lutfrum, Richa.d Marshall, lan Ritchie, Andiew Robartson,
Turnover: £4.8m Employoas: 81
Assoclate Company: Brophy Group Turnover: £18m Employoos: 400

Thames Waler Enterprises encompassed businesses In International lralning and
consultancy, sewerage services, waste management and building services. Brophy
Group Ple, in which we have a 50% stake, covers landscape construction, grounds
maintenance, and organic waste recycling, These businesses were re-organised after the
year-end Into two separate units, Thamaes Water International Services and Thames Water
Environmental Services,

Thames Water International Services

Thames Water Internaticnal

Thames Water International has provided training and consultancy for water undertakings
around the world for tha last seven years. This business continues to be moclestiy
successiul. Following privatisation, we are looking al the newly-avallable opportunitias to
design, build, finance and operate complete water and sewage treatment systems in the
international market. The flrst contracts of this type to be awarded to TW| and its local
partners are in Argentina and Malaysia, and work on these will start next year. We are
preparing a number of similar schemes in SE Asia and South America — and we are
assessing the Europgan market, where we already have a joint-venture company in Spain
with local partners Abengoa,

Thames Water Environmental Services

Sewerage services

This new division builds on existing experlise in maintaining our extensive networks of
drains and sewers. In December 1990, wa purchased Metro Rod, a successful drain and
pips cleaning business with a mixture of franchisees and owned companies around fhe UK,

Waste management

Wasle management is an important new business area. During the year we established a
team of industry professionals to prepare the ground for growth using our existing
technologies, expertise and sites. We acquired Pater Bryant {Cesspits) Ltd, a small liquig
effluent tankering company.

Building services
The plumbing and other building service activities performed disappointirgly and have
been closed since the year-end.

Associate Company

Brophy Group

At the beginning of 1990 Thames Water took a 50% nterest i Brophy Group Ple, with
whom we previously ran a successful joint venture n orgaric waste recycling. Brophy
operates In three major markels —landscape construction, grounds maintenance, and
darglict fand reclamation using recycled arganic matter. In all three itis now the iargest
UK supplie;; and the year saw signilicant further developrrent in the businass,

The grounds maintenance business has grown with the offering to tender of
local authorty contracts for oarks and grounds maintenance. The compary now has
a significant number of contracts nationwirt slirst year two of 118 contracts,
atlifracombe and Barnsta.'s, won Britan  bnoom Awards.

Inlandscape construction Brophy has opened 1hree new UK olfices, in Scotland,
Wales, and the North East. it won five major awards for the quatity of its v. 9tk - two each
from the. British Association of Landacape Industries and Civic Trust, and an Amencan
Environmentat Award of Distinction for the landscaping of Cherry Garden Pier in
London’s Dockiands. Despite recession in the construction industry the business
continties to grow.
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Directors’ Report

The Oirectors present thelr second Annual Repart together with the audited accounts for tha year
anded 31 March 1991,

Principal actlvities The maln activities of Thames Watar Ple and its subsidlaries {the Group},
are the provision of:
* waterto customers which Involves the abstraction of water from surface and ground water
sources andits subsequent treatment andi distribution to customers' premises;
* sewage services to customers which involva the collaction, treatment and disposal of sewage
from customers’ premises, together with the conveyance and treatiment of surface water;
* thedesior and construction of waler treatment plants and the supply of water related products.
In addition, the Group is continuing the davelopment of olher trading activities which Include
overseas consultancy, and environmental and waste managemaent servicas,
Alist of the principal subsidiary companles appears on pages 34 and 35. Datalls of the
progress made and significant informatlon relaling to the various activities of the Group during the
year and for the future are glven In the raview of operations on pages 4 o 17,

Protits and dividends The Group profit ior the year attributable to shareholders was £193.2m.
This may ba compared with the pro-forma profit for the year ended 31 March 1990 of £148.8m,
which restates profit on ordinary activities after tax as if tha capital structure introduced at flotation
had beanin place for the whole of that linanclal year, A review of the current year's performance and
future developments Is included on page 2 inthe Chairman’s Statement.

The Directors recommend payment of a final dividend of 11.5p per share making atotal forthe
year of 17.5p, amounting to £67.2m leaving a rotained profit of £126m for the year,

Fixed assets Note 14 to the accounts details changes in tangible fixed assets during the year.
Inthe opinion of the Directors, the market value of the Group’s properties exceeds the balance
sheet value.

Employees InSeptamber 1990 the Company announced a majer initiative involving the
employees of Thames VWater Utilities Limited. Known as The Employee Project. it aims to support
the modernisation of working practices and continued efficiency improvements by establishing
common basic terms and conditions for all employees, greater opportunities for training, and the
introduction of a single negotiating forum. Goud progress has been made and constructive talks
with the recognised trade unions are continuing.

Local arrangemants have continued for managers {o meel employees and thesr
representatives to discuss matters of mutualinterest and concern. Employees act as Member
Trustess for the three major pensicn schemes operated by the Company.

Employees had another opportunity to gin or extend theirinterest n the Company's
Sharesave Scherme, and a number of senior executives of PWT Werldwide Limited were invited to
join the Executive Share Option scheme.

Direct communication through company newspapers and videos was continued and
extanded with the introduction of team briefings within the Ogerations branch of Thames Waler
Utilities Limited.,

Healthand safaty llis the palicy throughaout the Group to ensurathal hsalth.and salety standards
are maintained at a high lavel, This policy is implemented by the integrated health and satety group
consisting of specialists from within the Group and led by the Gsoup health and safety manager,

Achievemant and maintenance of high standards of health and salety are essentialin crder 1o
protect both our employess and :members of the public.

Employment of the disabled The Group recognises its responsibiily towards the disabled
and employs them where suitable opportunities anse. Every effortis made to find appropriate
alternative jobs lor those who become disabled whilst working for the Greup.,

Capital 3,274 Ordinary Shares were issued dunng the year to holders on the exercise of therr
options under the Group Sharesave Scheme.

No options were exercised during the year under the Group's Executive Share Option
Scheme.

The effect of the transactions referred te above on the capital of the Company is detailed in
note 24 to the accounts on page 40.
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Directors The names of the present Directars of the Company are shown on page 18, Al Diractors
held office throughout 1he lnancial year.

In accordance wilh Article 106 of the Company's Articies of Association
Mr D J Luffrum and Mr € J Worlidge will retire at the larthcoming Annual General Meeting andg
being sligible, will offer thamselves for re-alection. Mr D J Luffrum has a service contract with the
Company, subject to termination by threa years' notice by the Gompany or six months' notice by
Mr D J Luffrum. As a Non-Executlve Director, Mr E J Worlidge does not have a service contract
with the Company.

Directors’ interests in shares Thebeneficialinterests of

... [BiMarch199y 1Aprit1980  rynoctars, sogether with those of their families, in shares of ihe
Sharo Share  Company at the beginning and end of the year are shown in the
- -Sh-aurgi Options - Shoras Oplians adiacent table. No Director had any non-beneficial interest in
11,263 172,000 11,263 90,000  iheshares of tha Company.
3,851 - 3,851 - There were no changes in the Directors' registered
6,258 221,136 8,258 211,136  interestsn the shares of the Company during thé perlod fram
3,000 - 3,000 —  1Apnl 1991 to 21 June 1991,
2291 75000 2,291 75,000 None of the Directors had any beneficalinterest in the
920 _ 920 _  shares of any subsidiary companies,
2,495 85000 2495 79,000 Ssignificantcontracts During the period under review there
2,000 - 2,000 —  werenosigmiicant contracts between the Company and any of
1,900 - 460 - theDirectorsother thancontracts of service with the Executive
R ’ Directors,

Substantial shareholdings The Directors have not bagn adwised of any indiidual interest or
groupsof Interest helo by persons acting together which &t 21 June 1991 amounted lo orexceaded
3% of tha Company's issued share capilal.

“The Directors consider that the close company provisions of the Inceme and Corperalion
Taxes Act 1988 as amended do not apply to the Company. There hasbeenno changa n this respect
since the end of the financial year.

Research and development The Group s cemmilled to a programme of :esearch and
development activibies. Pages 9to 10 oftherepon on Thames Water Utilihes Lirited refer to certan
areas where research activity 15 undertaken

Political and charitable donations Charitabiz danations amounlng to £85 000 weremads
during the year. No donations ware made for poltical purposes dunng the year.

Rogulatory accounts Aset of accounts for regulatory purposesis regquired by the Office of Water
Services. These accounts, togather with supplementary statements, relate selely to the cegulated
utilly business. Copres may beoblained by customers and other inlerested patlies onrequest,
{See note 30 1o the accounts )

Summary Financial Statement The Companies Act 1980 allows a company o sendtods
shareholders, & Summary Financtal Statement instead of is full Report and Accounts.

Enciosed with the Report and Accounts for the year endad 31 Mareh 193113 an example of
abricged Report and Accounts which mcarporates the Summary Financial Statement.

in future, the Gompany will send oniy abridaed Report and Accounts o Qrdinary sharehtiders
unless they notify the Company in writing that they wish to continue o reces the {ull Report
and Accounts.

Areply-paid cardis enclosed and Grdinary sharehalders wishing to recerve the full Report and
Accounts in futura must complate and return this card. Fadure to do sowill result in Crdinary
shareholders receiving only abridged Repart and Accounts in future years,

Auditors A Resolution lo re-appaint Coopers & Lvbrand Deloitte as the Gompany’s Audtors and
to autharise the Directors 1o fix their remuneration will be proposed at the Annual General Meehng.




Speclal Business Inaddition to the Ordinary Business to be transacted at the 1991 Annual
General Meating, a number of items of Speclal Business will be proposed:

() aResolution renewing the powar granted to Directars in July 1990 taissue equity secut ities
other (han for cash pro rata to Ordinary sharcholders;

The Compantes Act 1985 requires thal an ; new shares issuad sl first ba offeredito oxisting
shareholders of the Company in propartion for “pro rata”) to their existing holdings. This resolution
seeks in part {a) to renew the autharity, given by sharsholders al the July 1890 Annual General
Meeting, allowing the Directors some degree of flexibility when issuing shares in relation to a rights
issue. ln such an issue shares would be offered to existing sharaholders in relation Lo the number of
shares held by them, but this resolution would aliow the Directors to avold giving untitiements to
fractions of shares which could arise by the strict interpretallon of the “pro rata” provisions of the
Companies Act. Parl {a) also gives the Directors authority to deal with any legal or practical
problems which arise in relation to a rights Issue and restrictions imposad on overseas
shereholders by thelr own laws.

Part () seeks (o give authorily to the Directars to allot naw shares in the event that they offer
shareholders the ability to elect 1o receive new Ordinary shares instead of a cash dividend
{referred Lo below).

Part (c) seeks to renaw the Directors’ power to Issua small quantities of shares
{up to a total of 5% of tha Company's issued shara capital or 19,210,570 shares) in circumstances
such as the acquisition of a new company or busingss or the aliotment of shares under one of the
Company’s share option schemas. Larger allotments of shares would continue to require
Shargholders' consent.

{b) aResolution authorising the Directors to offer Qrdinary sharehaiders tha nght to elect lo receive
new Ordinary shares instead of a cash dividend in respect of the final dimdend for the year ended
31 March 1991 and in respect of any interim dividend for the year ending 31 March 1992,

The election ol Ordinary sharehalders to receive new Ordinary shares instead of a cash drodend 1S
generally known as a “scrip dividend” alternative. The shares co issued would bo new fully paid
Ordinary shares in the Company. Due to the securities laws of the United States and Canada the
scrip dividend afternative will not be offered to US or Canaciian persons. Sharehoiders should
appreciate that, in votingin favour of tharesolution, they are notinany way committing themselves
10 a decision on whether or not they would wish (o take rew Ordinary shares instead cf cash. lHthe
Directors decide to offer Ordinary shareholders the choice of receviag new Ordinary shares n the
Company instead of cash, an explanatory circular, forms of etection which will clearly show the
pasis of each shareholders’ entitfement and the procedure lo be followed, wilil be sent io Ordinary
shareholders soon alter the Annual General Meeting of the Company to be held on 30 July 1991
(c) aResolulion amending the Articles of Association enabling the Company to provide Dreclors
and officers personal iabilty insurance as petmitied under Sectian 137 of tha Companies Act 1989,
This Resolution amends the Articles of Association thereby enabling the Company {0 provide
Directefs and officers personal kabilty nsurance, as pereaited urder Seation 137 of the

Groyp Company Secrelary
21 June 1891




Consolidated Profit and Loss Account

Yaar ended 31 March
Group
1591 1840
Notes Em fm
Turnagver ) 3 835.5 6118
Cperating costs 4  (846.0) (453.2)
Opserating profit 8 189.5 188.3
Otherincome 7 37.0 41.1
Interest payable and similar charges 8 {142}  {20.2)
Profit on ordinary activities before taxation 2123 179.2
Taxation on profit on ordinary activities 9 {19.8) (12.9)
Profit on ordinary activitias after taxation 192.5 166.3
Extraordinary items 10 0.7 (18.7)
Protit for the financia) yesar 193.2 147.6
Dividends 12 (67.2) {38.7)
Retainod profittransterred toresarves 25 126.0 108.9
Earnings per ordiinary share 13 50.1p 43.6p

The nptas on pages 25 to 43 fonm san of thece aceounls i* Proformaj
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iConsolidated and Company Balance Sheets

at 31 Haren

Fixed assets
Tanglble assets
Investrnents

Currentassets

Stocks und work in progress
Debtors

Invesiments

Cash at bank and in hand

Creditors: amounts falling due
within one year

Netcurrent (liabilities) assets

Total assets less current liabllitles
Creditors: amounts falling due after
more than one year
Provisions for liabilitles
and charges

Capltaland reserves
Called up share capital
Reserves and retained prolits

"
L

Notes

Group Company

1504 1990 1891 1900

Em £m £m £ra

14  1,748.3 1,420.5 0.4 0.3
15 2,3 1.3 419.0 380.9
1,750.6 1,421.8 419.4 381.2

16 36.7 37.6 - -
17 178.9 172.2 80.4 18.6
i8 101.7 166.3 21.4 54.5
8.4 3.5 - -

326.7 379.5 101.8 73.1

19 (451.8) (3282} (130.0) (63.3)

(125.1) 51.3

LTI S S TETEMED I M e T —

1,625.5 1,473.1

20  (140.8) {98.9)

23 (284) (27.3)

e 2 N —

(26.2) 94

1,458.3 1,346.9

24 384.2 384.2
25 11,0744 a962.7

T meaad w3 R W s s LTI AED T mhadet S SOTITRERILLL

1,4583 1,346.9

3912 391.0
- {(1.1)
3912 3809
3842 3842
7.0 5.7
a91.2  389.9

The .tesonpage. 25 to 33 form past of these ascsunts.

The accounr!s were approved by the Board on 21 June 1891,

A Watts ‘L

Chairman

#M R Hoffman M

Group Chief Executive

D JLuffrum
Group Finange Director

T
et
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" Consolidated Statement of Source
and Application of Funds

Yo sndad 31 March

) ORI .o
1991 1990
' m m
™ Sourcoof funds
Funds generatednternally:
+ Profiton ordinary activities before taxation 2123 179.2
« Extraordinarytems 07 L&D
o Unraalised exchange losses (0.4} -
ltemns not involving the movement of funds:
» Depreciationof tangible fixad assels 2 40.7 32.7
« Amountswritten off tangible fixed assets 1.7 -
e Profton sale of langible fixed assels 4 (o8 (1.3
e Mavements n provisions forliabllities and charges (0.8) 16.7
\ » Prolitretainedin associated companies {0.1) {0.1)
243.4 1985
Funds from external sources:
« Capital grants and contributions 20,2 11.8
e Proceeds fromsales of tangible fixed assets 1.7 11.4
¢ Financaleases 9.4 4.5
s Long-lermbormowings 486.3 38.4
Totalsource of funds 331.0 264.6
Application of funds
Purchase of tangible fixed assets (391.7) (2470
Acquisitionof subsldiaries {0.9) -
Purchase of goodwill on acquisition of subsidiaries (14.0) (10.2)
Loan repayments {8.5) (6.0
Debenture repaid - {11.9)
Finance lease repayments {2.2) un
Investmentin associated companies {0.9) (2.1}
Qverseas tux paid (0.5) -
Advance corporationtax paid (9.8) -
Dividends paid {61.7) -

o am .t I T TSI T3 IR

(490.2) (2789

e

(increase) decrease 1y working capital

Stocks and werkin pregross 0.8 {19.1)

Deblors {6.8} {96.4)
srecit-ts: {excluding loans, liance lenges, overdealis,

dividends and taxatan) ‘ 729 149.3

66.9 333

(Decrease)increzse in netliquid funds (22.3) 195

Increase [decrense)in netliquidfunds

Cashandbankbalances 4.9 3.5
Current agsetinvestments (€4.6) 270
Short-termborrowings (32.8) {110

(92,3} 19.5

Detans of tho uzgmston of Ketro Bod Plo and s subsddianes are shownm nola 1510
24 these acecunts.
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Notes to the Accounts

1 Theseaccounts presert the financial resuits of Thames Water Pl for the year ended
31 March 1991, Care should be taken in comparing these resulls with those for the
previous year because:
* major changes in operating circumstances, regulatory standards, and captal
structure were made in the vear ended 31 March 1380,
+ iheresulls of the PWT Worldwide group of companies ara included for the first tima,
. Thelnvestment by the Company in PWT Worldwide Limited and its subysidiary companies
and L*A Water Treatment Corporation was completed on 15 December 1969 and their
oy audited balance sheets at 31 December 1989 were consolidaled in the 1990 Group
B P ) _, accounts, The resilts of the acquired companies for the period 15 December 1968 to
" 31 December 1989 wererot consolidated since, in the opinlon of the Dirgctors, they wara
not material to the rasults of the Group.
The accounting referance dats far the PWT Worldwide Limited sub-group has now
been brought into line with that of the Company si:ch that these accounts consolidate the
financial results of these companies for the period 1 January 199010 231 Mar.h 1991,

{ . ’ : “J
2  Principal accounting policies

A summary of the mose impariant Group accounting policles, which have been applied
// ‘consielantly, is set oul below,
// {a) Accounting convention
# 7 The accounts have been prapared in accordance wilh the histoncal cost convention and
in accordance with applizable accounting standards.

(b} Basis of cansclidation
Tha consolidated accounts include the accounts of the Company and all of its
subsidiarios, Except whers stated olherwise in the notes to the accounts the results of
subsidiaries acquired or disposed of during the year are included in the vonsolidated
profit and loss account from the dale of their acquisition orup to thu date of their disposal.
- " In the avent that subsidiary company accaunts arg drawn up to a year-end different from
: o ‘s that of the parent company, appropnate adjustrnents are made to the Group accounts
N ' to reflect any sigmilicant transactions in the intervening penod. Where sigmilicant, inlra-
group sales and profits are eiminated on consolidation.

fc) Turnover

Turnover, which excludes value added tax, represents the incoma receivable in the
ordinary course of husiness for goods and services provided and, in respect of conlract
work in progress, the value of work carried out.

(d) Tangible fixed assets and depreciation

Tangible fixed assels comprise:

¢ [nfrastructure assets (being mains and sewers, iImpounding and pumped raw
water storage rese. voirs and stusige piebnes) and

¢ Otherassels (incluing properlies, overground plant and equipment).

(i} Infraztructure 2ssels:
infrastructure assets comprise a natwork of systems.

Expenditure on infrastructure assets relating loincreases in capacity or enhance-
mente of the network s treated as additions which areinciuded at cost afler deducting
capital contributions. Contributions receved in respect of infrastruclure assels are
dedusted from the cost of fixed assets in order to give a true anid fair view of the cost io the
Gioup of the assets emplo, adin the business, Expenditure on maintaining the operating
capabiity of thenatwerk inaccord mge with defined standards of serviceis charged as an
operating cost and is classified as infrastructure renewals expenditurs,

No depreciationis charged oninfrastructure assets because tha network uf systems
15 required {o be maintained in perpetuity and therafore has no finite Jconomic ife.
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iy Other assals:

Other assets ara Included at cost less accumuialed depreciation. Where material,

contributions racelved towards the cost of other assets are accountead for as deferred

Income and released o the profit and loss account ovar the useful lives of the assets.
Freehold and long leagehold land Is not depraclated, Assets in the coursa of

construction are not depreciated until thay are commisslaned., Other assets are

tepraciated avenly over thelr estimated economic lives, which are principally as follows:

Buildings:

+ Operational strugiures 40-80 years
+ Other 30-80 years
Flxed plant 20-40years
Vihicles, mobils plant and cormputers 4-10vyears

{e) Leased assets
Where assets arg financed by feasing arrangemants which transfer substantially alf the
risks and rewards of ownarship of an agset {o thalesses {finance Jeases), the assels are
treated as if they had been purchased and the correspanding capital cost is shown as an
obligation to the lessos, Leasing payments are treated as consisting of a capital alement
and finance qosis, the capital eloment reducing the obigation (o the lasgorand the
finance charges being written off {o Ihe profit and loss account overtha period of ihe lease
in retation to the assats' written down value. The assets are depreciated over the shorter
of thelr estimated useful lives and the lease period.

All other loases ate regarded as operaling leases. Rental costs arising under
operating leases are expensed ihihe yearin which they are incurred,

{f) Investments

Fixad aLset investments

{i} In the accounts of tha Company:

Invastmenls held as fixed asssls are slated af cost less amowunts writien off,

{ii} In the Group accaunts:

Shares in agsociated companies are accountud for using the equity method of
accounting. The consglitated prolit and loss accoun! includas the Group's share of
the pre-tax results and attributable taxation of the associaled companies based on
audited financial statements for the year. In the consolidated balance sheet the shares
in associated companies are shown as the Group's share of the net assets excluding
goodwill of the associated companies,

Currenl asselinvestmenls
fnvestments held as current assots are stated al thelower of costand net realisable value.

{g) Stocks and work In progress

Stocks antd work in progress, with the exception of long-term contract work in progress.
are valued at the lower af cost and ne! realisable vatua. Cost includes labour, matenals,
transport and an clement of overheads.

Long-tarm contracts are included in the profit and ioss account by recording
turnover and relaled costs as contract activity progresses, Profil attributatie to tumaover
{o dateis included where the outcomae of the contract can be foraseen with reasonable
certalnty. Full provisionis made for losses anunprolitable contacts,

Long-term contract work in progress is stated al net cost less loreseeable losses
and progress payments received and receivable. Progress payments received in excess
of Gosts less {orasesable losses are disclosud in creddors. Where foreseeable losses
excead net costs the excessis disclosed as pravisions for liabiities and charges.,

{h) Pension costs

Tha majority of the Group's employees bislong {o pension schemes which tie funded by
both employers' and employees’ contribulions and which ara of tha defred benefit type.
The pension cost s assessed in accordance with the advice of anindopendant qualitisd
actuary. Any diflerence batween the cost charged and the amounts paid by the Group

is lreated as a prepayment or accrual,




{i} Foreign currencies

Alltransactions denominated in forelgn currenclas are translated into sterling at the aglual
rale of exchange ruling on the dale of tha transaction. Assels and liabilitias in foreign
currencies have been translated into sterling at rates of exchange ruling at 1he balance
sheet date. All exchange differances arising are dealt with in ths profit and loss account
The resuits of overseas subsidiary companies are (ranslated at rates of exchange ruling
during the year, The differences arising from the translation of year-end assets and
liabilities at closing rates tegelher with the rastatement of epening balance shects of
overseas subsidiary companles at closing rales are dealt with through raserves logether
with exchange differences on the transtation of foreign currency borrowings funding
such Investments.

(J) Research and dgvelopment
Fesearch and developmant expenditure Is charged 1o the profit and loss account inthe
year in which it is Incurred,

{k) Taxation

The charge for taxation is based on the profit for the year as adjusted for disallowable

items. Tax deferred or accelerated is accounted for in respect of all materlal timing

differences 1o the extsnt that it Is probable that afiability or asset will crystaliise.
Provision Is made at the rate which is axpecled to be applied when the liability or

asselis expected to crystallise.

{l) Provision for insurance ifabilities
Provisionis made inthese accounts for Habllities arising from uninsured ¢laims against the
Group and for clalms against its wholly owned insurance company,

{m) Goodwill

Goodwill arlsing on acquisition, being the excess of the purchase price over the fair value
of the net assets of subsidiary ant! associated companies acquired, is written olf against
reser/es in the year in which it arises.

(n)interast

Interest payabla is written off to the profit and loss account as it isincurred except that
relating to monles borrowed to finance specific long-lenm contracis which is included in
the cost of long-term contract work In progress. Interest receivable from the temporary
investment of these monies is credited to the cost of long-term contract work in progress.

Group turnover and profit before taxation

Turnover Profit boforo taxation

1501 1500 1991 1990
£m £m £m £m
Analysis of turnover and profit before T e T
taxationby class of business
Water supply 293.7 265.0 57.4 455
Sewerage services 377.4 339.8 155.1 133.8
QOther trading activilies 164.4 6.7 (3.3) {1
Other aclivities - - 3.1 1.0
Total 835.5 611.5 2123 1792

Other trading activities include;

* PWT Worldwide Limited which has a contracling divisicn which designs and manages
the construction of water and waste water iraatment plant, and a products and
services division which supplies industrial, commercial and defence waler treatment
systems as well as pipeling praducts and membrane systems,

* Thames Water Enterprises Limited which has businesses in building services, waste
management and international training and consultancy.
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Losses of £5,1m were incurred on other trading actlvities during the firgt hall year partly
due to the postponement of contracts as a result of the Gulf War, The majority of tnese
activities traded profitably under normal operating circumstances during the second

half year.

Other activities relate to the davelopment and appralsal of new businesses, Costs

Incurred are offset by irterest receivable.

Analysis of turnover by geographical region
United Kingdom

Continental Europe

Africa

Asia

Australasia

Americas

Operating costs

Analysis of operating costs by type of expense
Manpowercosts

Other external charges:

* Power

Local authority rates

» Sewerageagencies

« Hired and contracted services
Materials and consumables
Infrastructurerenewals charge
Otheroperating charges
Depreciation

Less ownwork capitatsed

Total

Operating profit

Npaorating profitis stated after charging
Diractors’ emoluments

Rentals under operating leases:

« Hire of plant and machinery

* Other

Depreciation:

» Ownassets

» Assetsheldunder finance leases
Auditors' remuneration

Research and development

1991 1890

e Em L Em
730.0 611.5
14.3 -
28.0 -
28.8 -
22.3 -
121 -
835.5 611.5

T Rer reso

. Em_ e £m
196.6 149.5
39.9 37.9
421 39.4
26.7 251
120.0 76.9
106.6 27.5
25.5 250
77.8 59.4
40.7 32.7
675.9 473.4
(29.9) {20.2)
6456.0 453.2
©91 18w

£m Tm
0.8 0.5
1.6 0.5
4.8 3.3
37.5 30.6
3.2 2.1
0.5 Q.2
7.0 4.1

Included in auditors’ remungration is £45,000 (1990; £:28,000V in respect of audit fees
incurredt by the Company in 1921




Information regarding directors and employees

N e T A Yt

1991 1990
£000 £000
Directors' emoluments T Tt
As Directors 85 60
Formanagement services 762 437
Directors’ emoluments disclosedinaccordance
with PartV of Schedule 5 of the Companies Act 1985,
and excluding pension contributions
Chairman 160 73
Highest pald Director 209 1587

The increase in Directors’ emoluments mainly arises from the full year cos! of satary
ravislons granted to the Chalrman and certain executive Directors on 1 January 1990,
which was reported in the Annual Repaort for the year ended 31 March 1930.

1991 1990
numbor numbar

Scale of other Directors' emolumenis

£0~ §.000 - 2
£ 5,001~ 10,000 - 4
£ 10,001~ 15,000 - 1
£ 15,001 ~ 20,000 4 -
£ 20,004 ~ 26,000 1 -
£ 70,001~ 75,000 - 1
£ 80,001 - 85,000 - 1
£ 95,001 - 100,000 3 -
£105,001 - 110,000 1 -
T Tiser 1900
£m tm
Employeeinformation T T
Group employment cosis including Directors’ emoluments were:
* Salaries andwages 168.3 130.3
+ Social security costs 133 10.1
+ Penglon contributions 16.5 10.9
Total 198.4 151.3

Total employmeant costs contam £1.5m (1990: £1.8m)which isincludedin the
infrastructure renewals chargeinnole 4.

T e a0
nutnher numear
Average humber of persons amployad by the Group, Bt
Including executlve Directors, analysad by service
Watar supply 4,198 4,347
Sewerags services 3,133 3341
Other trading aclivities 1,635 61
Otheractivities 49 41
Total 9,015 7.790

Transactions with Directors and ufficers
Thera ara no transactions or arrangements which are required 16 be disclosed vnder tha
pravisions of the Companiss Act 19885,
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10

11

Otherincome

P i et

1891 1990

£m £m

Otherincome comprises T

» Interastrecelvable and simitarincome 25.9 29.3

s Share of profits of associaled companies 0.1 0.1

¢ Profit onsale of tanglble fixed assets 10.6 11.8

* Netrenisreceivable 0.4 0.4

Total 37.0 411
Interest payable and similar charges

T et w900

£m £m

Bank loans, overdrafts and other loans e e

+ Repayable within five years otherwise than by instalments 6.1 11.6

« Repayabla withinfive years by Instalments 0.3 51

* Notwholly repayable within five years 6.7 3.3

Finance charges in respect of finance leases 1.1 0.2

Total 14.2 20.2

Interest payabls in 1990 includes £10.2r on Government loans which were extinguished
on 15 Novermber 1988 as part of the Company's capital restructuring.

Taxation on profit on ordinary activities

No liabllity to UK corporation tax arises on the rasult for the year due to the availability of
capital allowances. The taxation chargein the profit and loss account comprises advance
corparation tax {ACT) £19.3m (1990: £12.8m} deemed irracovarable together with
overzeas taxes of £0.5m (1990: Nil). The ACT remains avallable to reduce future
corparation tax liabilities.

Extraordinary items

The extraordinary charges Incurred in the year ended 31 March 1990 compnised costain
raapect of the Offer for Safe of the Company’s shares (£11.8m) and costs in respect of
pension and accrued service liabilities for former L.ee and Thames Consearvancy Pension
Scheme membars and their dependants (£7.4m).

The extraordinary ¢redit of £0.7m in the year ended 31 March 1991 is a refund of
costs provided forIn the previous yeor in respect of the Offer for Sale of the Company's
sharas.

Profit of Thames Water Plc

Of the consolidated prafit attributable (o the shareholders of Thames Water Plc, £68.5m
{1990: £44.4m} has been dealt with in the accounts of that Company, Thames Water Ple
has taken advantage of the legal dispensation allowng it not to publish a separate profit
and loss account,



12 Dividends

13

14

Aninterim dividend per ordinary share of 6p (1990: Nilj was paid on 4 March 1991, Afinal
dividand of 11.5p per otdinary share {1990; 10.07p) Is proposed by the Directors, payable
on 1 October 1991,

The 1980 dividend represented only a proportion of ihe year lollowing the Offer for
Sale of the Company’s shares on 20 November 1989, The full year's equivalent dividend
was 15.11p.

Earnings per ordinary share

Profit on ordinary activities after taxation: £192,5m (1990 pro-forma: £167.5m).

Earnings per ordinary share 50.1p (1990 pto-forma: 43.6p).

Earnings per ordinary share have been calculated by dividing the profit on ordinary
activities alter taxation by the average number of ordinary shares in issue during the vear,

Earnings per ordinary share far 1990 are shown on a pro-forma basis asif the capital
structure introduced at flotation had been in place from 1 April 1988, They have been
derivad by adjusting profit on ordinary activilles after taxation {£166.3m) for interast
{+ £7.6m) and taxation (- £6.4m}.

Earrings per ardinary share are 55.1p (1990 pro-forma: 48.6p) on a nil distribution
basis. The nil distribution basis assumes ne charge for irrecnverable ACT as this arises
solely from the declaration of the dividend.

Actual earnings per share for the year ended 31 March 1990 have not been
presented since the actual profi for that year was nol considered to be reprasentative for
this purpose of the Group's position following implementation of the new capital structura,

Tangible fixed assets

Netbook value

Cost Deprectation. 1991 1990

£m £m tm fm
Group o ) ' T
Land and buildings 799.0 160.0 639.0 448.8
Plant and machinery 1,241.5 1322 11,1083  971.7
2.040.5 2022 1,748.3 1,4205
Company
Fixturas, fittings and equipment 0.4 - 0.4 0.3
Land and buildings Group Company
' B - i L_m@halds o -
Freekaid Famii -c.w-erso 7 7un-der£>0 Freehotd
ang buwing3 yoars years Total  twidinns
fm £m £m £m m
Movements during the year B T T
Costat 1 Apni 1990 579.7 145 1.0 5952 -
Foreign exchange adjustments {0.1) - - (G.1) -
Additions at cost 192.1 - - 1921 0.4
Amounts written off (1.7} - - (1.9 -
Group transfers - - - - {0.4;
Reclassifications 28.0 {14.5) 0.2 13,7 -
Disposals 0.2} - - {0.2) -
Cost ot 31 March 1991 797.8 - 1.2 799.0 -
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14 Tangible fixed assets continuad

Land and buildings

Depreciationat 1 Aprii 1990 -
Provided during the year
Reclassifications

Depreciation at31 March 1991

Netbook value
At31 March 1991
At 31 March 1990

Group Company

Leaseholds
Fragholdland over60  undor50 Fraahold
and buildings years years Total  buildings
£m om £m £m £m
145.9 0.2 0.3 146.4 -
12.6 - 01 12.7 -
1.1 {0.2) - 0.9 -
159.6 - 0.4 160.0 -
638.2 - 0.8 639.0 -
433.8 14,3 o7 448.8 -

Only £2,3m {1890: £2.3m) of the Group's freehold tand is Identified as such in these
accounts. No dapreciation has been charged on this freghold land.

Plantand machinery

Movements durlng the year
Costat 1 April 1990

Foreign exchange adjustments
Additions at cost

Disposals

Reclassifications

Costat 31 March 1991
Capitalconteibulions

Netcostat31 March 1991

Deprecationat 1 April 1990
Foreign exchange adjustments
Provided dunng the year
Disposals

Reclassifications

Depreciation at31 March 1991

Net book value
At 31 March 1991
At31 March 1990

Group Company

- - Plan?.w — e
Infra-  machnery  Fodures, Fixtures,
structui and fittwigs, fittings,
asssts  vehicloa  squpment Total aquipment
£m £m £m fm £m
730.6 249.1 99.5 1,079.2 0.3
- 0.2) 0.2} {0.4) -
1.6 75.1 33.0 199.6 0.1
- 2.3) 0.7) (3.0) -

- 0.1 {13.8} (13.7) -
822.1 3218 1178 1,261.7 0.4
{20.2) - - (20.2} -
&01.9 J21.8 1178  1,241.5 0.4
e 68.1 39.4 107.5 -

- (0.1 0.2y {03) -

- 15.9 121 28.0 -

- (1.7 iG.4) {2.1} -

- - {0.9) 09} -

- 82,2 500 132.2 -
801.9 239.6 67.8 1109.3 0.4
730.6 181.0 60.1 a71.7 N3
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14 Tangible fixed assets continued

Tangitie fixed assels at 31 March 1991 include £344m {1990; £169m) of asselsin the
rourse of construciion. Delalls of the Group's tangible tixed assets included above which
aré hald under finance leases are shown below.

Cost ) Notkbo_ok vnluq
1991 1990 1091 1990
o £m ) £m . _f{m 5::41
Plant, machinery and vehicles 5.0 0.1 4.5 0.1
Fixturas, fittings and equipmant 17.4 12.7 10.0 8.0
Fixed asset investments o
investment in
associated
companies
£m

Group
Value at 1 April 1990 1.3
Additions 0.9
Share of profits for the year 0.1
Value at 31 March 1991 23
T ]

Notes:

1 The cost of shares in associated companies at 31 March 1991 amounts to £3m
{1930; £2.1m). The Group's share of the posl acquisition reserves at 31 March 1991
amounts to approximately £0.2m {1990: £0.1m}. The associated companies are unlisted.,

# During the year the Graup invested £0.9m comprising:
« £0.7m of prelerence shares inits existing joint venture company Brophy Group Ple.
s £0.2min anew Spanish joint venture company, ATW Medioambiente S.A,

On 4 December 19901he Group acquired the entire share capital of Metro Rod Plc and its
subsidiaries for £5.1m. The purchase price comprising cash and loan notes includes
deferred consideraton of £2m depeandent upon the profit performance of Matro Rod Plc
for the two years ending 30.June 1992,

The net assets acquired, which are included in "acquisition of subsidiarias’ in the
Consolidated Statement of Source and Application of Funds, amounted to £0.5m,
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15 Fixed assetinvestments continued

Investmaent In Loans lo Group
Group companies companies Total
om £fm £m
‘Company
Valua at 1 April 1990 371.2 9.7 380.9
Additions 20.7 17.4 38.1
Value at 31 March 1991 a91.9 27.1 419.0

Investments made by the Company during the year ware as lollows:

1 £38.5min PWT Worldwlide Lirnited comprising:

¢ £77madjustrent to the purchase price arising from settlement of the claim made by
Thames Wailer Pic on Forlals Holdings PLC (see note 25),

¢ £15.6m following tha reorganisation of ils capital structure to eliminate losses incurred
within the sub-group up 1o 31 December 1989,

s £13.2m to offsel cash deflciencies partly arlsing from delays in receipt of ECGD
support for contracts postponed in irag and Kuwait due to the Gulf crisis.

2 £1.6min Thames Watar Enterprises Limited for the purchase of preference shares in
Brophy Group Plc {£0.7m) and the part consideration paid in cash for the acguisition of
Metro Rod Pl and its subsidiarias (20.9m).

SRR L SRS gt et b

Countryof
Incotporation, Propertion of sharos held
registralion Classolshatg === === s=r—eorm=m
and opemhpn Er,‘*alheld Enrectly Indirectly Nature of businass
At 31 March 1991 the Group held
more than 105 of the allotted
shara capital of the following
principal trading companies
Subsidiarles
Thames Water Utilities Limited England and Wales Ordlinary 100% Waterand seweraga
services
Isis Insurance Company Limited Isle of Man Qrdinary 100% Insurance
Kennet Propertias Limited England and Wales Ordinary 100% Properly
Thames WaterEntarprises Limited  England and Walas Ordlinary 100% Consultancy and building
services
Thamas Water Building Services
Limited England and Wales Ordinary 00% Domaestic plumbing
Thames Water Holdings Inc United States Common 100%
Convertible 100% Management company
MetroRod Ple England and Wales Ordinary 100% Management company
Metro Rod {(Franchising) Limited England and Wales Ordinary 100% Draln and pipe nleaning
s0rvices
Metro Rod [London) Limited England and Wales Ordinary 100% Drain and pipe cleaning
services
Metre Rod (Services) Limited England and Wales Qrdinary 100% Drain and pipe cleaning
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15 Fixed asset investments continued
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Country of
Inzorporation, Proportion of sheros held
registration Clasgolsharg ~— = o T e

e lndoporalion | _Caplelheld Oroctly . Jndieclly ... Metwroibuginess
Metro-Kilt Limited England and Wales Ordinary 100% Pasl control services
Peter Bryan! {Cesspits} Limited Engtand and Wales Ordinary 100% Waste collection
PWT Worldwide Limitad England and Wales Ordinary 100% Management company
PWT Gverseas Limited England and Wales Ordinary 100% Management company
L*AWater Treatment Corporation United States Ordinary 100% Design contracting
The Pgrmutit Company Limited! England and Wales QOrdinary 100% Waler treatment plant
Stella-Mata Filters Limited England and Walas Ordinary 100% Filtration systems
PCl Membrane Systems Limited England and Wales QOrdinary 100% Membranes
PWT Proigets Limited England and Wales Ordinary 100% Design contracting
Portacel Limited England and Wales Ordinary 100% Chlorination
FWTalbot & Company Limited England and Wales Ordinary 100% Pipeling products
The Permutit Company of Australia .

Pty Limited Australia Crdinary 100% Watertrealment glant
Permutit-Boby Australia Pty Limited Australia Ordinary 100% Designcontracting
PWT Botswana Pty Limited South Africa Ordinary 100%  Contracting and products
PWT New Zealand Limited New Zealand Ordinary 100%  Contracling and products
PWT (Singapore) Ple Limited Singapore QOrdinary 100% Designcontracting
Paterson Candy International

{Nigeria) Limited Nigeria Ordinary 60% Dasign contracting
Paterson Candly (Malaysia) Sdn. 8hd. Malaysia Crdinary 100% Dasign contracting
PWT {Hong Kong) Limited Hong Kong Ordinary 100% Design contraciing
PWT South Africa (Pty) Limited SouthAftica Ordinary 100%  Contractling and products
Houseman BV Netherlands Ordinary 100% Chamicals
Houseman NV Belgium Ordinary 100% Chemicals
Home Waterbehandeling BV Netherlands Ordinary 100% Waler treatment plant

Afulllist of subsidiary companies within the Thames Water Group will be filed at Campanies Housa with tha Company's
annual return,

Associated companies

Brophy Group Ple Englandand Wafss Ordinary 50% Environmental services
Prefarence 100%
ATW Medioambiente S.A. Spain Ordinary 40% Waterand waslereatmant
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16 Stocksand werkin progress

Raw matetials and consurnables
Work in progress
Finished goods and goods ferresale

Total

Work in progress Includes long-term
contract balances asfollows

Net cost lass foreseeable losses
Applicable paymenit:s on account

Total

17 Debtors

Due within oneyear

Trade debtors

Amounts recoverablaon contracts
Amounts owed by subskliaries
Otherdebtors

Prepayments and accruedincoma
Infrastruciure renewals expendilure

Due aftermorethanone year
Trade debtors

Amounts owed by subsidiaries
Otherdebtors

Totat

36

Group . Compar:y

1991 1990 1091 1990

im tm Em Em

19.4 18.8 - -

14.2 14.8 - -

a.1 3.9 - -

36.7 37.5 - -

94.9 81.9 - -
(94.9) (72.8) - -

- 9.1 - -
... Compony
1994 1990 1881 1980
e T tm  Em __Em
107.3 97.8 - -
13.2 8.0 - -

- - 80.0 3.6

19.2 27.3 0.2 10.1

38.2 38.1 0.2 1.4

1.1 - - -

AT W e T RRCETI S sk A% Sl TaTS bR

179.0 171.2 B0.4 15.1

0.2 0.2 - -
- - - 3.5

0.7 0.8 - -

———nz B T e T

179.9 172.2 80.4 188
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Current asset investments

Government and Loca: Autherity loans

. Fixed term deposits and certilicates

of deposit
Fixed interest securities

Total

The market vafue of Investments is not significantly different from cost,

Creditors: amounts falling due within one year

Bank loans, ovardrafts and
temporary borrowings {see note 21)
Otherloans (seenota21)
Obiigat!bns underfinance leases
{seenote22)
Progress claims and advance payments
Trade creditors:
* Operaling
* capital
Amounts owed to subsidiaries
Othearcreditars
Advance corporation tax
Taxatlon and social security
Accruals and deferred income
Proposed dividend

Total

Group Company

T et 1900 101 1980
sm £m i ?r!'t _ _ﬂm
0.3 24.3 - -
80,2 129.0 214 54.5
21.% 13.0 - -
101.7 166.3 21.4 54.5
) <Grcu_|ia ~ B COrnp_any
" 1991 1980 1891 1960
7§!m £m ;m B £m
31.4 29.3 3.0 6.8
39.3 8.8 ar7 -
4.2 1.8 - -
63.4 6.2 - -
58.6 64.8 - -
1194 64.1 od -
- - 20.0 3.6

9.1 4.1 - -
224 129 22.4 12,9
4.4 4.9 - -
55.4 42.6 2.7 1.3
44.2 38.7 44.2 38.7
4518 328.2 130.0 53.3

Creditors: amounts falling due after more than one year

Bankloans (see note 21)

Otherloans {seanote 21)

Obligations under{inance leases
(seenote 22)

Amounts owed to subsidiaries

Other creditors

Total

' 1991

£m

60.0
559

7.9

17.0

140.8

Group
1900
tm

25.0
53.1

3.4

-—

177

98.9

Company

1991 1990
m £m
- 111

- 1.4
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21 Loans

Group Company
Rangs of 1991 1950 1991 1980
interest rates % £m £m £m £m
Bank loans 6—-16 65.8 29.8 - 4.6
Cthar loans 3-14.1 95.2 61.9 377 -
Bank overdraft 25,6 24,7 3.0 2.2
188.6 116.2 40.7 6.8
Less: amounts repayabla
withinonsyear {70.7) (38.1) (40.¢) (6.8}
Total 115.8 78.1 - -
) Group ) Company
To1ee1 1890 89t 1990
Em Em £m £m
Loans outstanding are ropayable T o TTmm R e e
asfoliows:
« Withinoneyear 70.7 38.1 40.7 6.8
* Betweenoneandtwoyears 0.8 1.1 - -
+ Belweentwoandfiveyears 23 23 - -
* Aflermorethanfiveyears 112.8 747 - -
Total 186.6 116.2 40.7 68
Nates:

1 Loans are repayable between 1991 and 2030,

2 Ofthe loans repayable after more than fiva years hence, £98 7m (1980: £58m)isin
raspect of loans wholly repayebla after that date.

3 Includedin 'Other loans’ are loans totalling some £33m (1990: £33m) which ara
secured on the revenues of Thamas Watec Utikties Limited). Aloan of £7,6m secunsu on
property owned by Thames Water Unikties Lunited was repardin fuif duting the year.

22 Obligations under finance leases

Group Company
1991 1990 1998 1990
m tm WA fm
Financoleasas o T T
Amounts due under finance loases are
payabla asfollows:
+ Withinonayear 4.8 20 - -
* Beiweenoneandtwoyears 3.8 1.7 - -
T * Belveeniwo and fivayears 5.3 1.8 - -
* Aftermorethan fiveysars 0.4 - - -
14.3 5.5 - -
Less finance charges allocatedto
luture pericds {2.2) {0.6) - -
Total 12.4 4.9 - -
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23 Provisions for liabilities and charges

Group Company

Othor  Delerred

provisions faxation Totaj
£m fm £m £m
Balanceat 1 Aprit 1990 27.3 - 213 -
*~; Providaed durlng tha year 7.8 - 7.8 -
Utilised dunng the year (5.4) - {5.4) -
Released during the year (3.3) - (3.39) -
Balarice at 31 March 1991 26.4 - 26.4 -
Notes:
1 Otherprovisions
Other provisions comprise:

s Insurance liabllitles £17.5m (1990: £14.9m}

* Infrastructure renewals expenditure NH (1990: £4.2m)

* Foreseeabls losses on lang-term cantract work in prograss und other provisions
£8.9m (1990: £8.2m)

' 8 Detorred taxation

“The Group's medium and long-term plans for capital investment together with the asset
base transfarred from Thames Water Authority on vestingindicate that for the {creseeable
future the amount of tax allowances in respect of eligible plant and machinery will exceed
the depreciation on existing and new assels, Accordingly, no provision for deferred
Laxation has beaiiacognised In these accounts

An analysis of amounts unprovided is as follows: Group
1991 1990

m £m

* Accelorated capital allowances

—infrastructure assats 88,2 37.3
—~other assels 66.4 18.7

* Othertiming differences (3.4) 3.3
* Losses 52,1y  (17.0)
* Advancecorporationtax {32.2) {12.9
66.9 228

As infrastructure assets are not dapreciated, deferred taxation will crystallise only in the
avent of any disposal of these assets at amounts in excess of their written down valua for
tax purposes. In the opinion of the Directors the hkelhood of such aliability crystatlising in
1ha future is remote.

No potential daferred tax liabllity arises in the Company.
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24 Share capital
Share capltal of the Company
¢ Authorised

525,000,000 ordInary shares of £1 each £525,000,000
Speclalrights redeemable preference sharg of £1 29
s Allotted, called up and fully pald

384,211,274 ordinary sharesof £1each £384,211,274
Spaclal rights redeamable praference share of £1 1

During the year ended 31 March 1991, 3,274 ordinary shares were allotied for si.consld-
aration of £5,762 (1990; Nll) under the Thames Water Sharasave Schema to employees
who exercisad their optlon to receive shares onleaving the Group.

The speclal rights redeemabie preference share Is redeemable at any time at parat
the option of the Secretary of State after consulting the Company. This sharg, which may
only be held by the Secretary of Stale or another person acting an behalf of HM
Governmant, does not carry any rights to vote at general meetings but entities the holder
to attend and speak at such meetings. Certain matters, in particular the alteration of
specific sections of the Articles of Association of the Company {including the Article
relating to limitations that prevent a person from owning or havitig an intersst in 15% or
more of the ordinary shares in Thames Water Pic), require the prior written consent of the
holder of the spaclal share,

Employee share schemes

The issued and paid up share capital of the Company at 31 March 1991 includes
1,537,527 crdinary shares which are hald in trust on behalf of employees who are
keneficiallyentitled to the shares through special arrangements made under the Free and
Matching Offer Share scheme at the {ime of the Offer for Sale in Navember 1989,

The scheme, which has been specifically established by the Company foremployess

to acquire ordinary shares In Thames Water Plc, can only be used in future years

if the Direclors so determine.

The Company has adopted two share option schemas for employees and options
have been granted o eligible employees to subscribe for ordinary shares in the Company
in accordance with the rules of each scheme. The Thames Water Sharesava Scheme
Is a ‘save as you earn' share option scheme with options exercisable, In normal Circim-
stances, after completior of a five or seven year contract, The Thames Water Executive
Share Option schemels a scheme for senlor execulives with options exercisable between

! the third and tenth anniversaries of the date of grant.

Options granted and outstanding at 31 March 1991

‘Numberof ) B S
ordinary  Optionprice Normal date
Dala ofgrant shores pershame of exercise

Thames Water Sharesave Scheme

5-ywar scheme
12 December 1989 2,885,055 176p Dec 1994 ~ June 1985
13 July 1990 471,583 227p July 1995 - Jan 1996
7-yearscheme
12 December 1989 1,183,592 176p Dec 1996 — June 1997
13 July 1980 211,566 227p July 1897 - Jan 1998

Thames Water Executive Share Option Scheme

17 January 1990 1,757,000 278p 1993-2000
18 June 1990 98,000 283p 1893-2000
20 November 1990 309,000 303p 1993-2000
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Reserves and retained! profits

G - ok e — g T

The Subsidlary Assoclated  GoogwiY

Company companies companles  writtenoll Total
om £m £m £m £m
Protitandloss account T e e
Balance at 1 April 1980 5.7 968.0 0.1 {11.1)  962.7
Foreign exchangse adjustrments - 0.6} - - (0.6)
(Loss) profit for {he financial year (30.4) 2235 0.1 - 193.2
Intra Group dividends 98,9 (989 - - -
Dividend payable (67,2} - - ~- (67.2)
Goodwillwritten off - (14.0)  (14.0)
Balanceat31 March 1991 7.0 1,092,0 0.2  (251) 1,074.7

Goadwill wrilten off during the year amounting to £14m has arisen from the following
transaclions:

s« €4.6month  quisitlon of Metro Rod Ple and its subsidiaries reflecting the excess of
theestim:  purchase price over the ne! assets acquired (see note 18),

*  £9.4m from a revision of the purchase price paid by Thames Water Plc to Portals
Holdings PLG for PWT Worldwide Limited and its subsidiaries and L*A Water
Treatment Corporation {sea note below).

The share sale agreement batween Portals Holdings PL.C and Thames Water Plc
contained a provision wheraby if and 1o the exient that the net asset value of the acquirad
group of companias as at 31 December 1989 was less than the net asset value as at
31 December 1988, Portals Holdings PLC would pay to Thamas Water Ple an amount
eqtal to tha shorttall,

The audited financial statemaents at 31 December 1989, having been adjusted for the
financial consequence of provisions made by the Directors of Thames Water Plc, showed
ashortfallin tie value of net assets and a claim for £15.1m against the original purchass
price of approximately £30m was rmade on Portals Holdings PLC. Ttus was recognised in
fullin the cateulation of tha purchase price in the Thames Water Plc accounts for 1990.

The claim was disputed by Portats Holdings PLC. In accordance with the terms of
the share salo agreement the dispute on the claim was referred for decison to an
independent expert, jointly appointed by Thames Walar Pic and Pertals Holdings PLC.
Subsequent to the reference to the expart, the claim was reduced by £0.8min respect of
an insurance matter which was bitaterally resolved by the parties to the agreement

On 19Februz 7 1991, the expert reported his decison that under the terms of the
agreement £8m was owed by Portals Holdings PLC to Thames Water Ple, This sumwas
agracd by both partins and the sum was selfled on 26 February 1991,

The revised purchase pnee including costs, which has been accounted for by an
adjustment to Goodwiltis £22.8m.

Capital commitments
Group Company
1981 1990 1991 1900
£m £m Em £m
Contracted for but not providedin the Torr o rEee
financial statements 451 158 - -
Autharised but nol yet contracted for 633 324 - -

- e O T S S

Inaddition to these commitments, Thames Water Plc has long-term capital investment
plans 1o meat shortfalls in performance and asset condition and 1o provide for new
demand and growth.

41



42

27

28

Operating leases -

At 31 March 1991 Thames Water Plc was comrr;’;.{ted to making the following payments
during the next year inrespect of non-cancellaple operating leases

Group Company
Land and Land ar.d
bulldings Other buildings
£m £m £m

Leases whichexpire:
» Withinoneyear - - -
» Belweenoneandfivayears 0.7 17 -
» Aftarmorethanfivayears 2.7 Q.7 0.4
Total ' 3.4 2.4 0.4

Pension schemes

Pension arrangements for the majority of the Group's employees are of the defined benelit
type funded through penslon schemes whose assets are held separately from those of
the Group In independently administered funds.

The total panslon cost for the Group was £16,5m (1990: £10.9m) of which £0.5m
(1990: Nil} relates to tha overseas schemes. Tha pension cost relating to the UK schemes
is assessed in accordance with advice received from Bacon & Woodrow, tha consulting
actuarles to the schemes. The pension costs relaling to the overseas schemes are
assessed In accordance withlocal practice.

Current levels of pension charge and contributions to the schemes are based on
initial actuarial reviews of the various schernes as at 6 April 1990. The principal
assumptions used In dolermining the pension cost were that salary increases, excluding
allowance for promoticnal incroases, would ba between 7% and 75% perannurm and that
the rate of return on investments would amount 1o 9% per annum, Pension increases
would ba granted in ling with the rules of each scheme and any stalutory requiraments.

The actuarial methods used were the Projected Unit mathod for schemes open to
new members and the Attained Age method for the scheme whichis closed to
new members,

The majorily of the Group's UK employees wera members ol previous pension
schemes, aither the Water Authorities Superannuation Fund (“WASF*) or the Fortals
Group 1978 Pension Schems. Benelits inrespect of service in these schemes prior o the
establishmenti of the various Thamas Water schemes have been funded by transfar values
from the previous schemes. For the two largest schemes of the Group the total market
value of assels as at the valuation date was £264.2m and the actuariai value of these
assels represented 104% of the value of the benalits that had accrued to members after
allowing for expected future salary Increases,

In addition to the ongoing cost of the UK Pension arrangements, the Group operates
discrationary arrangements under which it augments benafits onratiremant, These
augmentations are funded by way of additional contributions to the schemes. In the year
ended 31 March 19891 {hese payments amounted to £4.3m {1990: £3.3m).

in addition to the arrangemenits discussed above, the Group made final paymunts
inthe year ended 31 March 1990 as lollows:

* £4.4m to WASFin respect of tha unfunded cost of statutory increases to pensions
in payment and lump sum paymants and/or augmented paymenis to pensloners
In respect of the award of added years.

» £0.3mInrespect of paymenls to a number of pensionsrs with unfunded beneits,

» £0.8min respect of penslon intreases for émployeas for whom llablities were
assumed in 1974,
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The funding of the schemes does not reflect the possible changes which may be
required {oliowing the Social Security Act 1890 and the judgement in the European Court
of Justice regarding the Barber v GRE sex discrimination case. The likely impact of these
points in the future will be to increase pension costs generally. However, the practice
under tha defined banefit pension schemes operated in the UK by the Group has heenlo
provide for a reasonable level of inflation-proofing which is likely to meat the statutory
requirements in the majority of schemes, it is therefore expecled that the impact of the
Social Security Act 1990 will be relatively small, Similarly, the impact of the Barber v GRE
Judgement Is expectad 1o ba relatively small as the main Thames Water pension
schemes already include flexible provisions regarding retirement based on a common

. retirament age.

29 Guarantees

The Company has guaranteed the overdrafts and loans of ¢certain subsidiaries up to a
maximum of £68,5m {1990: £23.5m), The Company has also guaranteed facllities for
contract bonding onbehall of certaln subsidiaries amounlting to £44.1m af 31 March 1991
(1990: £45.5m).

30 Thames Water Utilities Limited

Condition £ of the Instrument of Appointment under which Thames Water Utilities Limited
operates, raquiras specified accounting statements to be published with lls annual
accounts or thiosa of its parent company. These will e available from 31 July 1991
onward, Anyone requiring a copy of thase accounts including tha specified statements
should apply to:

J K Boudier

Finance Director

Thames Water Utilities Limited
Mugent House

Vastern Road

Reading RG1 8DB
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Report of the Auditors

to the Members of Thaimes Water Plc

We have audited the accounts on pages 22 to 43 in accordance with Auditing Standards.

1n our opinjon the accounts give a true and falr view of tha state of affairs of the
Company and the Group at 31 March 1991 and of the prolit and source and appilcation of
findts of the Grougyfor the year then ended and have baen properly preparedin

scordance withfHe Companles\gt:f%.
op!rs g Lybrand Deloitte
Chartered Accountants

Reading
21 June 1991



g RmrETTTTTIY eeRG e T e s A

Group Five Year Summary

Yoarendsd 31 March

Consolidated profit and loss accounts

T esr wes teee 1080 1991

i 0 I Em fm

Turnover 495.8 523.3 557.0 811.5 835.5
Operating profit 165.7 178.3 187.5 158.3 189.5
Otherincome 14.8 25,7 39.5 41.1 37.0
Interest payable {29.4) (23.3) (19.8) {20.2) {14.2)

Profiton ordinary activities
® before laxation 1511 180.7 207.2 179.2 212,3
" Taxation onprofiton

ordinary activities - - - (12.9) {19.8)
Extracrdinary itams - - (3.2) (18.7) 0.7
Profit for the financlaiyear 151.1 180.7 204.Q 147.6 193.2

Consolidated balance sheets

=13

‘. Tangible lixed assets 988.5 1,0922 12181 1,421.8 1,7515
L Net current assets/{liabilities) M7 509 1195 513 (126.0)
Greditors:amounts falling due
aftermora thanoneyear {e2a.6; (184.9) (185.9) {93.9) (140.9)
Provisions for fiabilities and
charges 6.7 86 (108 (273 (26.4)

B DA St SO Tl I LT TT ¥ ST irar— i ol 3 v,

777.9 g958.6 1,141.7 11,3469 1,458.3

Called up share capital - - - 384.2 384.2
Reserves and retained profits 7779 958.6 1,141.1 962.7 1,074.1

S S EELTL T SAmI merwmm M ko wmeapn.d ® sem =

777.9 9586 1,141.1 1,346.9 1,458.3

Thefinanclatinformation set out above for the three years ended 31 March 1989 has been
extracted from the audited financial stalements of Thames Water Authority for those
years adjusted by the elimination of financialinformation of tho profits and lossas and
balance shestitems attributable 1o functions which were transferred to the National
Rivers Authority and Port of London Authority and by the application of current
accounting policies on a consistent basis throughout the period.

The Birectors recommend that care should be laken in drawing conclusions fron a
comparisen between the results for tha two years ended 31 March 1990 and 31 March
1991 and those for previous years. The changes which took place during the yaar ended
31 March 1980 in capital struciure, regulatory expenditure and other costs associated
wilh Plc stafus render comparisons poltentiaffy misleading.
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Shareholder Information

al 31 March 1991

Instalment arrangements

" Payment of tha final instalment on water shares s due by 3.00pm on Tugsday 30 July
W 1991, Definitive certhicates will be issued by 9 August 1991 providing payment Is recelved
by 3.00pm, 30 July,

Financial calendar
Financlal year ended 31 March 1291

Ex-dividend date for final dividend 1 July 1991
Record {or qualifying) clate

for 1991 final dividend - 22 July 1991
19 Annual General Meeling 30 July 1991, Olympia, London
Final dividend payabla 1 Qctober 1991

Financial year ending 31 March 1992
Announgement of half-yearly results
for six months to 3C September 1991 31 October 1991

General information

Registered Office
Thames Water Plg, 14 Cavendish Place, London W1iM 8DJ.

Shareholder enquiries
Shareholders with enguiries about Thamas Water Plc or shareholder matters can contact
the Shareholder Enquiry Unit at local call cost on 0345 414140,

| Share register

The Company's share regisler is maintained by National Westminster Bank PLC.
Shareholders requiring he'p ormformation abgut their shareholding may either write to
The Registrar, Thames Water Plc, National Westminster Bank PLC, Registrar's
Department, PO Box 82, Caxton House, Redclilfe Way, Bristol B389 7NH or lelephone
on 0272 763006.

Thames Waleris obliged to makeits share register available on request to members of the
public and organisations on payment ol a prescribed {ee. The Company therefore
has no control over persons wishing to oblain information from the Register for whatever
purposaincluding its use as a mailing list, This may resull in shareholders receiving
unsolcited mail.

iyouwish to limit the recespt of unsolicited mait you can do so by writing to the Mailing
Prelerance Service (MPS), Thisis a free service designed Lo serve members of the public.
Ifyou would like to take advantage of this service, wnite for details (o the following address:

Tha Mailing Preference Service
FREEPQST 22
LondonW1E 7EZ

Share price information line {CityCall)
Callers can obtain a current share price on 0898 222302, The chargeis 34p per minute
cheap rate and 45p per minute peak rate inclusive of VAT,

Customer enquiries
Thames Water Utilities cuslomers with any queries or problerns should contact us using
the arrangaments Fated under WATER In their local tetephone directory.

Annual Report

The pulp for the manufacture of paper used for this Report somes from well-managed
forests where afforestalion exceeds the number of frees harvested, This paperis fully
recyclable, as is the polywrap used for mailing purposss,
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Notes:

{1} Amember entitled to attend and vote
at the abave meeting may appoint ong or
more proxies 1o altend and, ona ol to
votainstead of him. A proxy need not also
be & member. A proxy form is enclosed.

{b} Copies ol Dirgclors’ servicasgreements
which do not expire, or are not determinable
wilhout payment of compensation wihin
one year, will be avallable for inspection

at the registerad office of the Company
between the hours 0f 9.00 amand 5.00pm
until the date of the mesting (Saturdays
and Sundays exclusive) and at tha place of
tha meeting from 12.00 pruntilthe
conclusion of the meeting.

Notice of Meeting

NOTICE!S HEREBY GIVEN that the Sacond Annual General Megting of Thames Water Ple
will be held at the National Hall, Qlympla, London W14 8UX on Tuesday 30 July 1991 at
2,15pm for the following purposes:

Ordinary Business

1 Toreceive and consider the raport of the Directors and the audited accounts for the
year ended 31 March 1991,

2 To declare afinal dividend for the year ended 31 March 1991 of 11.5p per share which
dividend shall not be due and payable untll 1 Qctober 1991,

3 Tore-elect MrD.J Luffrum as a Director,

4 Tore-elect Mr E J Worlidge as a Director,

§ To re-appoint Coopers & Lybrand Deloilte as auditors and to authorise the Directors to
fix their remuneration.

Special Business

Yo consider and, if thought fit, to pass the following resolutions 6 and 8 as Specia[
Resolutions and resolution 7 as an Ordinary Resolution:

6 THAT the Directors be and they are hereby empowered pursuant 1o Section 95 of the
Companies Act 1985 to allol equity securities {within the meaning of Section 84 of the
Companies Act 1985) for cash pursuant to the authority conferred by the Ordinary
Resolution passed at the Extracrdinary General Meeting of the Company held on 20
November 1989 as if sub-section {1) of Section 89 of the Companies Act 1985 did not
apply to any such aliotment provided that this power shall be iimited:

{a) tothe allotment of equily securities in connection with a rights Issua in favour of tha
holders of ordinary shares where the 2nuity securities respectively attributable to the
interests of the ordinary shareholders are sroportionate (as nearly as may be) to the
respective numbars of ordinary shares held or deamed to ba held by them, subject only to
such exclusions or other arrangements as the Directors may deem necessary or
axpadient to deal with fractional entitlemeiits. iegal or practical problems arising in any
overseas territories or by virtue of shares being represented by deposilory receipts, the
requiremeants of any regulatory body or stock exchange, or any other matier whatsoever;
(b) to the allotment of equity securilies made pursuant 1o the acceplance of any sciip
dividend offers as defined In Articte 135 of {he Company’s Articles of Association; and
{c} to the allotment (otharwise than pursuant to sub-paragranhs (a) and {b) above) of
equity securities up 10 an aggregate nominal vaiue of £1+,,210,570.

and provided further that this power shall expire at midnight on 29 October 1992 or, if
earllar, at tha conclusion of the next Annual General Meeting of the Company and save
that the Direclors shall be entitled to make at any time prior to the expiry of tha powar
hereby conferred any offer or agreement which would or might require equity securities to
be allotted after the expiry of such power,

7 THAT the Directors ba authorised lo ofter any holders of ordinary sharesin the capital of
the Company the right to elect Lo receive ordinary shartes, credited as fully paid. instead of
cashinrespect of any dividend of the Company declared before the beginning of the naxt
Annual General Meeting of the Company.

8 THAT the Articles of Assaciation of the Company be amended as follows:

(a) thewords *The Directors may exercise all powers of the Compary to purchase or
maintain any insurance against any liability for any Directors, officars or employees of the
Company,” be ingerted belore the final sentence of Arlicle 95; and

{b) thawords " and any contract for the purchase or maintenance for any Directors of
insurance against any liablity” ba insertedin Article 96(D)(v) after the words "o which such
fund or scheme relates”,

21 June 1994

By order of the Board Registored Office:

RC Carsloy 14 Cavendish Place, London W1M9DJ
Group Company Secretary Registered in England and Wales No. 2366623
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