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THAMES WATER OTII ITIES LIMITED
ANNUAL REUORT AND ACCOUNTS
INCLEDING REGULATORY INFORMATION
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I. DIRECTORS' REPORT

The lireetors present their first ennuoal vepert togelher with the
aceounta for the year ended 51 March 1990,

Incorporation

Thanes Water Utilities Limited was ineorporated on 1 April 1989 under
the Companies Aet 1985, On 1 September 1989 a certificate to do
busineus was granted to the company and the property, rights and
Iiabilities of Thames Wntor Authority, other than those parts of the
tusiness which were eithor vestod in the Naticnal Rivers Authority or
Leansferred to the Port of London Authority, were vested in it. On that
date 1t became a wholly owned subsidiary of Thames Water Ple under the
Lerms of the Water Act 1989,

Principal Activities and Review of the Year

Thames Water's principal activities sare the supply of water to over
threo million premises in its area and the collection and treatment of
sewage from alwost five million premises. In 1989-90 it put into supply
some 2770 temd of water and treated some 4280 temd of sewage. It also
undertock significant statutory duties releting to the environment,

During the year new Water Quality regulations were brought into
existence. These Regulations fundamentally affect the standards whieh
the company must meet for drinking water and will entail sutstaniial
prograares of investment in water treatment.

At the same time a major programme of investment in sewage treatment hay
been eak:arked upon to ensure that by 1992 all sewage treatment works
merl their final consent gtandards for discharge to the relevant
witercoures,

To meet the challenge which this poses the company has signed an
agreement with Toylor Woodrew Management Contracting Limited and with
PWT Worldwide Limited for the implementation of part of the capital
programme. In parallel a new organisation structure was introduced in
the Engineering departzent based on project managewsent principles,

The coupany has welcomed the Government's Code of Praoctiece on
Conservation, Accessg and Recreation and by the year end its initial
policies in response were almost complete. It has also redrawn its
conmunity affairs policy bevter to reflect its interest in the
oll~being of the communities in which it operates.

We have also implemented a Customer Guarantee Scheme covering the
standards by which the company must operate, detanils of which were sent
to custoners in the firgt quarter of 1990, C(odes of Practice have also
been drawn up and west are now approved by the Director General of Water
Servieces which cover the services and stnndards customers can expoeet,
leakage from customers' supply pipes, disconnection fer non-payzent
pipe-laying and the use of powers of eatry ou tn private land.




The conpany has itselfl begun & major project ta make relationahips with
custorers easier through the establishment of a modern serviee burean.

Steps have already been token to stresmline arrangenents £or custoners

with questions about the quality of their water.

Directoras expact that the present level of activity wiil eontinue for
the Parasceable future,

A4 dotalled review of the year forms a separate addendum to this repore,
Copltal

The cempany's share capital on fncorporation was £107 divided into 100
sharea of £1 ecach, of which two were subscribed at par by neminees of
the Crown, On 29 August 1989, the authorised share capital was
inereased to £50,000 divided into 50,000 ordinary shares of £1 each and
on 20 November Purther increased to £360,050,000 divided inte
360,050,000 ordinary shares of £1 each.

Profit and Dividend

The profitc for the year as contribution to the Group was £160.6m.
A dividend of £440m was paid out of opening reserves to the ultimate
holding company, Thames Weter Ple, leaving reserves carried forward of

£969.3m,
Fixed Assets

Notes 11 and 12 to the accounts detail changes in fixed assets during
the year,

In the opinion of the Directors, and having regard to certain valuation
wark undertaken earlier in the year, the market value of the conpany' s
properties execeeds the balance sheet value,

Ring Fencing

Lnder Condition K of its Appointment, the Company 1s at all times
required to ensure, so far 8s reasonably practicable, that if a specinl
ajministration order were made the Company would have available to it
safTicient rights and assets {other than Cinancial regsources) to enable
tne special adninistrator to manage the affairs, business and property
of the Company.

The Company was in compliance with that requirement as at 31 March
1940,

Directors

The firgt Directors of the Ceampany wore J A L Gunn and A B Whetnall whe
were appointed on 1 April 1989 and who regsipned on 31 August 1989,

The naceg of the present Directors of the Coppany are:




Directors Date of Appointment

M R Hoffman (Chairman) 31 August 1989

W R Harper  (Deputy Chairman) "

W J Alexander t November 1969
N Badcock 31 August 1989

J K Boudier "

J O Hurcon "

B J Luffrun "

R J Marshall "
P T Melntosh o
M G Ribbins "

Directors' Interests in Shares
The intorests of Divectors, together with those of their families, in

the shares of Thomes Water Ple at 31 March 1990, which are contained in
the Register of Directors' Intorests, are shown in the Following table:

Share
Benet'iclal Owner Shares Optiong
W J Alexander 980 59000
D Boadecock 1261 51000
J K Boudier 3854 56159
J G Hurcom e 66090
R J Marshall 1282 60090
P T McIntosh 6661 55136
M G Ribbins 1261 60090

M R Hoffman, W R Harper and D J Luffrum are also Directors of Thames
Water Ple and their share interests are shown in the Directurs' Report
of Lhat cempany. None of the Directors has any interesr in the shares
of Thames Water Ple's subsidiary companies or held shatag in Thames
Water Ple on the date of thair eppointment.

Significant Contracts

bBuring the period under review none of the Directors had significant
contracts with Thames Weter Plc or any other Group company other than
their contracts of service,

Emplayees

Formal employee involvement ig through the three Joint Councils for
staff, eraft and industrial employees. New Joint Punctional conmittees
for water, seworage pnd sewage treatment, and hoadguarters departments
were 50t up during the year under the asuspices of the councils to dexl
with mutters apecific te those parts of the company. Manggers at leeal
level centinue to meet employees and their representatives to dizeuss
natters of sutual interest and concern,



Ag part of the arrangements for eaployees to asquire ordingry shares o
Thames Warer Ple, varicus sharve eoption schezes have beoon adopted. 48 0
recalt the overshielming anjority of enployees participate as
shareholders in the holding company.

At eoreblishad network of copaunicat ton exists through a oonrhly
newspaper, Thazas Water News, and quarterly vides news progentations.

Health and Safety

aeiny, the yosr, o nucber of signilicant changes were pade wn the
managerenl of healrh apd safery mattors within rhe cenpnry.  An
infegeated Health and Safety Group was formed, eonsisting of special.o®
From within the conpany and strengthened by rhe inelusion of an
pecupational hygieniast, A new senior pancger was appointed to head the
funetion to engure that high standards of health and saPfety are achideve
and maintained,

Achievemoent ond maintenonee of hiph standerds of health and safety are
sern as boing both essential in order to protect cur emnloyees and
membhors of the public.

Employment of the disabled

he company recoznises 1ts responsibilities towards the disabled and
caploys them where guitable opportunities srise. Every effort is oolde
to find appropriate alternastive jobs for those who becown disabled
whilst working for the company,

Research and Development

The Company is committed to a propgramme of rescarch and developzment
activities,

Politiecal and Charitable Doanations

No donatiens wsere made for politiecal or chariteble purpesos during the
year,

Auditurs

Coopers & Lybrand were appointed by the Direntors ag tho first auditors
ta the coopany. Coopers & Lybrand hoave since werged their practice with
Deloirte, Hasking & Sells and now proctise in the nnze of Coopers &
LyFrand Deloitte. They have gsigned the audit report in their new nave,

A resolution to reappoint Ceopers & Lybrand Deloitte as the company’s
additors and ko authorise the divectors te fix their remuneration will
Lo proposed at the Annual Genoral Meating.

By ordor of the Boaed,
¥-4 .

PAVID BADTOCH
G Juno 1997 Serrotary & Legal Direotor
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REPGRT OF THE AUDITORS TO THE MEMBERS OF THAMES WATER UTILITIES
LIMITED

Wi have audired the accommts  on pages 7 ta 31 an accmdance with
Auvd iting Standagds,

I nur apimian the aecounts give a4 true and fair view of the state
ot atfarrs  of the corpany  at 3t Mach 190 and of the profad and
souree and  applreatzon of funds of the company for the ey then

cided  and  have been propealy prépared  an aceovdanee  with the
Corpanies Act s,

Beleap

Chartered Acceountants
Keading
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THAMES WATER UTILITIES LIMITED
PROFIT AND LOSS_ ACCOUHT
YEAK ENDED 31 MARCH 1390

Tuxuovey

Opeyat ing Costs

Gperating profat

Other incone

Interest pavable and similar charpea

Profiy on ordinary activities
before taxation

Taxatiun on profit on ordinary
activities

Profit on urdinary activities
at cey taxation

Extvaordinary charges

Prafit for the fananeial yeay
Iividens

Transfer tfyomd 1o yosprves

14940
Er
H10,4

Cadh 0

Ihd, &

Jb.4

119,93

T4 mmmmemowen.= o

179.3

c.0

N T

179.3

(18.7)

= ot

163.6

1440.0)
EREFICNY

The notes o peges 10 to 31 forn part of these accounts,

.

W07 .4

RIS

147 .6

8.4
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THAMES WATER UTILITIES LIMITED
BALANCF SHFET AT 31 MARCH 1990

FIXED ASSKTS

Tanpgible anseta
Investrents

CURRENT ASSETS
Stocks aud work 1n progress

Debtors
Investrnrnts

Greditors: anounts fallang due within one vear

NET CURRENT ASSETS
Total assets less current liabilataes

Creditors: asounts falline due after more than
ane yvear

Provasaions for liabalaties and charges

CAPTTAL AND RESERVES

alled up share capital

Reserves and yetazned profits

19490 B!
Notes

| i
11 1,4i1%.1 1,318,2
14 0,1 1.6
1,413,2  1,214.5
13 0,7 15,4
14 13,1 h,7
1% “1.h 120,40
117 §200,0) 1113, 7
TTTHRYE T T T 106,48
"1,438.6 1,32h.6
17 {495.1) (185.9)
20 tA.2) 3.0
-, L32 5”"7“ﬁ%7?
22 4h9.3 1,140.7

1, 3880% 71,1407

iyl S-Sy v b olisint-ec BRI siabain}

The notes on pages 10 to 31 form part of these accounts,
The accounts were approved by the Board on 5 June 1940,
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STATEMENT OF SOURCE AND APPLICATION OF TUNDS FOR THE YEAR E

SOURCE OF FUNDS

Funds penerated iuterpally:
Frofit on ordinary activities betore taxatiun
Extraordinary ehaiges

Tterns nob aavolving the movement of funds:
Depreciation of tangible fixed assets
Profit on sale of tangible fixed assets
Inerease (deevease) in provisions for

liabirlitaes anid charpges

Funds from external sources:

Capital grants and contributions
Proceeds {rom sales of tangible fixed assets
Sale of fixed assel 1uvestrnents
» Finance leases
Long texyw borroving
Issue of shares

Total source of funds

APPLICATION OF FUNDS

Purchase of taugible Fixed assets
Debenture repayment

Purchase of subsiadiarxy companies
Loan repavnents

Finance lease yepaymenis
Bividend paxd

tIncrease) fdecrease 1m working capital:
Stocks and work in propress
Debtors
Creditors fexeluding loans, finance leases
and overdraftsi

Increase/idecreaser an net liguad funds
Inerease/tdecreased an wet 1iguid fonds:

turrent asset investypents
Bank nverdraft

G

14946
85

174.,3
15,7

32,7
(11,3}
"| ] i

-

186,2

11,9
11.7
l.b
4,2
33.6
360.9

TTR09.2

(239.9)
{1y, -
(0.11%
i6.0)
1.7}
1440.0)

BTN

2.3
£27.41

40,49

IR

T TOT

(34,8}
5.h
a4,

L

NDED 31 MARCH 1950

1444
im

29,4
15,03
WY

by, 2

SEwams

234,49

(164.,9)
0.0
0.1}
£15.1)
tG,6)
0.0

183,79
T
15,41
10,5

1183.81

51,1



NGTES TO THE_ACCOUNTS
tor the vear ended 31 Mareh 149490
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PRINCIPAL_ACCOUNTING POLICIES

A sumpary of the wore amportant acccunting polieles,  which have been
applied consistently exeept wheve 1nidicated, 18 set out below:

1818 of prepayation and aceounting eonvention

tBn 1 Septembey 1989 rhe property, rights and liabilities of Thawes
Hatey  Authmiity  (the Authoricv}), other than those vested 1 the
National Rivers authority  i8RA1 and the Port  of London Authority
{BLAY, were vested an the conpany under the provigion of the Wiater Aet
1948y, Far starutory aceounts purpdses  this vesting 18 tieated  as
havang, taken place  irpediately after the end of  the Anthoritv's last
financial vear and these accounts  are prepared for the {inanci1al vear
1 April 1489 to 31 Mareh 14896,

The accounts have heen prepared an acenrdance with the hstorieal eost
convention, Group accounts have not been prepaved as the company 18 a
vholly-owned subsidiary of Thawes Water Plc.,

vomparative fipgures

Comparative fipgures are stated after having eliminated from the
accounts of Thames Water Authority for the veax ended 31 March 1484
profits  and losses, balance sheet 1tems, and gources  and
applications of funds attrabutable 20 the NKA and the PLA,

Turugver

Turnovey, which excludes wvalue added tax, represents the ancome
recelvable an the ordanary course of business for services provided.

fd: Tanpible fixed assers and deprecration

Tangible fiXed assets conprise:

—~Infrastructure assets (belapg nains and sewers, ippounding and punped
raw water storape reservoirs and sludge pipelinest and

~(ther assets fneluding properties, overground plant and equiprent v,
{3y Infrastructure assets
Infrastructure assets comprise a network of svstens,

Expenditure on infrastiuveture assets relating to  inexcases  in
capacity  or epnhancements of the uetwork 1s treated as  additions
whien are 1neluded at cost after dedueting prants and contiibutions,
Expersfiture aon mpaintalniapr the operating capabdlaty of the network
1 accordanes  with defaned standards of serviee 1y charged as an
opexating  €0st and 18 ~lassified as infrastructure renewals
expenditure,

-10=-
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No depreciation 1s charped on anfrastructure assers becanse the
network of systems 15 reguired to be paintained in perpetuity and
therefore has no finite econnme life,

t11) Othey assets

fither assets are ineluded at net cost less accumilated depiéeciation,
Net cost 1s stated after deducting grants and contraibutions,

Freehold and leasehold land 1s not depreciated,  Assets in  the
course of  construetion  ave not depreciated untal they are
cormissioned, Other assets are deprecaaved evenly over thely
estirated econumic lives, which are prineipally as follows:

Buzldaings:
Operational structures  40=-50 vears
Othex 30-H0 yearvs
Fixed plant 20=40 years
Vehieles, mobile plant
and computers 4=10 voars

L.eased assets

Where ascets are financed by leasing arrangements which transter
substantvally all the risks and rewards of ownership of un asset to
the lessee (finance leases), the assets are treated as if they had
heen purchased and the corresponding capital cost 1s shown as an
eblaigation 1o the lessor, Leasing payments are treated as
consisting of a capital element aad finance costs, the capital
element redvcang the obligation to tLthe lessor and the finance
charges being wratten off to the profit and luss account over the
period of the lease in relation to the assets' written down value.
The assets are depreciated over the shorter of their estimated
useful life and the lease period.

Al)l other leases are regarded as operating leases. Rental costs
arising under operating leases are expensed in  the year in which
they are incurvyed.

Investments

Investments held as fixed assets are stated at cost less amounts
written off. Those held as current assets are stated at the lower
of ¢ost and net realasable value.

Stocks and work an progress

Stocks and work in progess are valued at the lower of cost and net

realisable valupe, Cost 1ncludes labour, materials, transport and an
element of overheads.
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fension €casts

The wmajorarty af the companv's enployees belong to pensien schepes
which are funded by both emplover's and esplavees' contributions and
which are of the defained benefit tvpe, The pension cost 18
asseasned 1 aceardance  with the advice of  an independent qualified
actuurv, Aay difference between the cust charped and  the anounts
pard by the company 1s tieated as a prepayment or accrual.

This 18 a chaage 1n accaunting  poliey to comply with Statement of
standard  Accountang Practice  Number 24, In  prevaious years, the
chaige to the profit asd loss aceount was the actual amount of the
epplayer's contraibutions pald to the scheres and their predecessor
schemes, detadrls of which are given an the notes to the aceounts,
No curulatave adjustment arises on the wmplementataon of  SSAP 34,

Forpagn Curiencies

All transactions depnominated 1n foreign currencies are tianslated
mte sterling at  the actual rate of exchange ruling on the date of
the transaction. Assets and liabilities an foreign currencies have
keen translated anto sterlang at the rates of exchange yulynyg at the
balance sheet date. All exchange differences arising are dealt with
in the profit and loss account.

Research and development

Research and development expenditure as charged to the profit and
loss account in the year an which it s incurred,

Taxation

The charge fny taxataon is based on the profit for the vyear as
adjusted for disallowable iditems, Tax deferred or accelerated is
accounted for in  respect of all material taiming differences to the
extent that 11t 15 probabie that a 1iabilaty or asset will
ervstallise., Provision is made at the rate which 18 expected to be
applied when the liabiiity or asset 18 oxpected to crvstallise,
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Fi b ANALYSIS OF OPERATING COSTS BY TYPE OF RXPENSE

15490 158
Total Total
Fr £
Manpowey costs 134,3 [T IR
Gither emplavment conts At.3 13.58
Pawer 37.9 32,7
Loeal authority rates 39.4 3.9
Asencies 0.5 25,7
Hired and contracted services 66.3 46.0
Materials and consumables 25,1 21.4
Depreciation 32.7 29.4
Intrastructoare renewals
charge 5.0 19.0
Water charges 3 0.3
Charge for doubtiul rebts 3.5 1.6
Other pperating costs 27.7 15.58

Tatal 4458.0 I69.8

T pogad mh i)

Included 1n operating ¢o-.ta are certain fees and corporate awareness costs
{£%,1m) which had not been 1ncurred 1u previous vears when Thames Watoe
was a public authority but which are expected Lo recur, at least an paxt,
wm the future,



OPERATING _PROFIT

159490 1989
fa T
Operatawe profat is stated after chaiping:
Direeims' eonlurents 0.5 0,1
Rentals undery operating leases
Hire of plant and nachinery 0.5 0,3
Mher 2.9 2,4
Depyeciation:
Own assets 0.6 24,7
Assets held under finance leases 2.1 0.7
Audirtors! yermuneration 0,2 0,2
Research and development 4.1 3.4
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DIRECTORS' FMOLUMENTS

I EH Ty

§ 064 § LhEgY

PO 7 aitdgenent soyviees RN Gl
A3 durectars - 107
4Nk i&d

Mrecrtors! enolurents diselased 1u decardaece with Part v of
Schedule 5 ol the CnEpanies Act 1989, excluding pension
contyibutions, are as follows:

Chinleran - al

Highest pard diusecioy 7h =

deale of other directors' epeldment -

1430 191849

t Numbey Nurbea

0-5,000 9 0
5,001-10,000 - 7
30,001-35,000 2 ~
40,001-45,000 ~ 1
50,001-45,000 2 ~
hG,001-65,000 3 -

The chairman and two directors are remunerated in respect of theyr
services to the group as a whole and details of their Yemunerdat inn
are diselosed an the aceounts of Thames Water Ple,

The directors' emcluments bands above also include a shadow durector
an resprct of the prriod te 31 Aupust 1990,

Directors' emoluments for the vear ended 31 Mareh 1990 represent
costs 1ncurred for the full year.

“he number of directors aund their emoluments for the vear ended i
March 1989 are in respect of the Membeis of the Board of Thames
Water Authoritw,

EMPLOYZE INFORMATION

1990 14989

Erploveent cogts ineluding Directors' fm i
rrolurents were;

Salaries and wapes 125.4 114.3

Secral security costs 4.4 2.0

Pensaon eontrabut tons 1.y Kok

Tiatal ecplovment ¢nsts 1%0.1 135.4

Total erplayrment ensts contain £1.5%: (1989 §1,9m) which are anecluded
i the anfrastiucture renewals eharge and £14.0;m ¢ 14989 £10.5m+ which
has been recharged to eapatal,

S i



Fraln-ents of senyor enplovees, exeluding Diiectons and
pepsiom oty ibutigns, whireh fall withie the folliwing 1anges:

£30,601-1 35,000
Fi9,001=-r40,000
F460,00]<F 55 000
b0, DU 1~150,0600
£90,001-£5%% 0600
L55,001=-Fh0,000

£60,001-£65,000

| RV 1455
Burher  Rurhed

h 32
25 13
}H 7
1 4
1 -
2 —
- 2

Average number of persons employed

e s Ao

The averags number of persons employed, including executlive
Directors, andlysed hy service was:

1990 1989

Number Number
Watey supply 1,347 3,474
Sruprage Sprvices 3,341 3,408

Va2

TRANSACTIONS WITH DIRECTORS AND OFPICERS

There were no

transactions or arrvangFrents which would be

disueclosable under the provisions of the Companies At 14985,
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OTHER INCOME,

(they 10e0ne COmPrLses:
Imteyerut recervable and similay aneome

Prafir on sale of tangable Paxed asseis

INTEREST PAYABLE AND SIMILAR CHARGES

Interest pavable on
Bank loans, overdrafts and other loans

- Repayable within five years other than by instalments
- Repayable within five years by instalments

- Not wholly repayable within five years

Finance charges in respect of finance leases

144440
in

3h ’ é‘;

1940
£

UK

rra s g

TAXATION_ON PROF1T ON ORDINARY ACTIVITIES

No liability to corporatlon tax arises on the result tor the
vear due to the availability of capatal allowances,

=15~

1984

Yo

4.8

14,0

15,5

FakYy
]
16.2

0!‘2

3.

%)

0.1

19,8
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EXTRAORDINARY _CHARGES

Fatranid: L I0eS CURpYISe:

Privatisatioa and restyucturig costs 1n respect of preparation
for the vesting of the assets and liabilitires of Thaves Water
Authoraty in suceessor bodies under the provisions of the

Hater Act 198Y - £11,3 m (1984 £1.,3mj,

tioste an yespeer of pension and acerued service liabilatien fox
former Lee and Thames CGaunservancy Pension Scheme members and
their dependents - £7.%a 119349 o)y,

N rax eredit arises during the veay on these extraordinary
charges,

DIVIDEND

The darectoyrs declared and paid a divadend of £440m, being
£8,300 per share, t6 ats parept company,Thames Water Ple,

on 20 November 1963, Neo further divadend 18 to be padd in

regpect 0f the year ended 31 Mareh 1980,

-19~



I,  TANGIBLE FIXED ASSETS

Net bool value

Cost Peprecaation RN 14R4

n i o g
Lanid and hmaldings 4499, b 145.7 b 4 Va5
Plant and machinesy fbb, ] 44 .9 Y4hb, D Ra3,q

\6h8, 7 245 b 1413.1) 12185,2
Moverents duiing Lthe year:  ee===e seesee mees—— e  atad
Land wnd buirldings
o e it e v o oy e o Fieechold Leaseholas Total

land and Over 40 tnder &0
bpurldines Years Years

(NPT 891 £.m fri i
At ] April 14984 501.7 6.9 0,1 508,7
Addirions 77,0 7.6 0.0 Ké b
Maposals {0.41 0.0 0.0 (0.4
Grants and contributions (0.3 0.0 0.0 i0.3)
At 31 March 1490 578.0 4.5 0.1 592.b
Depyeclation:
At 1 April 1989 133.8 0.1 0.0 133.4
Provided during the year 11.7 0.1 0.0 11.8
n disposals 0.0 0.0 0.0 0.0
At 31 March 140 145.5 0.2 0.9 145.7
Net book value
At 3! Maich 1590 432.5 14,3 0.1 44b,4
AU 31 March 1989 3A7.9 6.8 0.1 374.8

Depreciation has not been charged on freehold and leasehold land stated in
the accounts at a cost of L2.8m.

Plant & Machinery Infra- Plant Tigaras, Total
------------------ stracture  Laehlnery fittings,

ulsets & wohicles  equiprent
Gost s £m {m fm £
At 1 April 1984 6h7.0 195.4 6.0 423.4
Additions 75.1 46.5 33.7 155,23
Grants and contributions {11.5) i0.1) 0.0 (11.h1
At 31 March 1990 730.6 241,58 93.7 1,066 .1
Depreclatinm:
At 1 April 1984 0.0 51.h 27 .4 749.0
Pravided during the vear 0.0 12,2 8.7 20.4
At 31 Mareh 1940 0.0 1.5 361 ¥, Y
Net book value
At 31 March 1990 730.6 175.0 57.6 66,2
At 31 Mareh 1989 £h7.0 143,58 Ik 543 .4




i1,

TANGIBLE PIXEL ASSFTS (Continued)

Tangible faxed assets at 31 March 1960 anclude Flh9sm ¢ 3959 14309 0l

ansets in the enarse of construetiou,

Lerails of tanpible [ixed assets included above which are held undey

finanee leases are shown helow,

Fixtures
f1ttuns
aned
cquipaent
£
Cost:
At 1 Apral 1984 8.5
Addations 4.1
At 31 March 1990 4.6
Depreciation:
ALt 1 April 1989 2.6
Provision for the year 2.1
At 31 March 1990 4,7
Net book value:
At 31 March 1990 7.9
At 3] March 1989 5.9



FIXED ASSET INVESTMENTS

Frxed asset investwents at 31 Marceh 1990 comprase:

fn
Shares in Group companies 0,1
Luvestments 1n Group companies, all of
which are unlisted are made up as follows:
fm
Gost:
AL 1 April 1954 1.0
Acguisition during the vear 0.1
Transfery to group companies (1.6}
At 31 March 1990 O

PR EREEEeaY

At 31 March 1990 the company held nore than 10% of the allotted
share capital of the fopllowipng companles:

Country of Class of Proportion
anvorporation share of shares
capital held
held
Manor Farm Manasement Great Ordanary 100%
Company Lamitoed Britain
Thares Water Utilaties Great, Drdinary 100%
Finance ple. Britain
Effective date of Nature of
acguisition business

Manor Farm Management
Compauny Limited

Thares Water Gtilities
Finance Plc.

28 September 1989

18 January 1440

Site malntenance

Financing



13, STOCKS AND WORK IN PROGRESS

19440
io
Raw raterials and consveahles 15,7
Raik 1n progress 5,0
20,7
14, GEBTORS

14590
i
Trade debtors 50,7

Acounts owed by the holding company
amd fellow subsidaaries 2.3
Gther debtors 15,89
Prapayrents and accrued income 35.1
103.1

]

1454
i

th?

1154
i

b, 4

0.0
10.9

18,4

5.7

tncluded in nther debrors i5 an amount of £0.5m {19589 £0.7m) due after

rore than one yvear.

15,  CURRENT ASSET INVESTMENTS

19490
fn
Government and Local Authoraty
loans 24.3
Fixed ters deposits and certificates
of deposat 6b7.1
91,6

== e wen

1959
£r3

12604

0.0

1284

The rmarket value pf rnvestnments is not saipnificantly daffevent from cost,



1w, CREDITORS: amounts falling due within one_ year

1490 1454

§T 1§49
Bank laans,overdrafts and temporary boryowings 8.1 11,7
tsee note 189
Uther loans (see note 181 R.5 el
Obligations under [inance leases (see note 194 1.7 0.7
Propyess clowms and advancee pavoents a41.4 1.7
Trade creditors 991 b, o
Amounts owed to the holdaing company
and fellow subsidiaries 0.1 .0
Othey credators 2.6 2.3
Taxation and soclal securaty 3.5 2.3
Aceruals and deferred income 34,7 g.2
200,00 11307
17. CREDITORS: amounts falling due after more than one year
4 fra
Loans (see note 18) 77.9 173 .4
Obligations under finance leases (see note 19) 2.9 1.4
Arountg pwed to the holding company
and fellow subsidiaries 4.5 0.0
Other creditors 13.8 10.6

E RIS X



15, LOANS
arge of toan repaywents

aterest Up 1o Ml PELSE O & BRI

rates 1 year  yrams  years  vedrs
I fy i & fs iy v
Belevand foans FE ) 0.0 0.0 0.0 9,0 N8B
Btk lcaes 182 iRy 0.0 a0 od 5.0 0.6
ok cyerdnaft 8. 0.0 6.0 0.0 By 132
.4 1.0 EI SR L Y | 9.8 1907
Lessy amunts tepayable wrthin one year {1691 (18,8}
.8 s

Notes:

1.

)

-y

Loane are repavable between 1990 and 2010,

Relevant loans were loans (o Thames Water Authority from the
Secretary uf State for the Enviromment or the Public Works Loan
Commissionars, On 1 Septembexr 1989 these leans were transferred
to Thames Water Ple (the Helding Company) under the terms of the
Water Act 14989 and the Water Rearganisation (Successor Companies 3
{Transfer of Loans ) Order 1989 and a debenture 1n the same amount
{(£120.5miwas issued to Thames Water Plc.

Part of the capital restructurang of Thames Water Plc on flotation
included the extinguishment of relevant loans and the issuance of
a debenture by Lhat company to the Secretary of State amountltg to
€11.9%m. Accordiagly on 15 November 1989 the antra-group dobenture
was extinguished and a debenture of £11.9m was assued to Tharmes
Water Ple. This was repaild on 29 December 1989,

0f the loans repayable after wmore than fave vears hence, £5%8n
{1989 £3In) 1s in respect of lpans wholly repayable after that
date.

Inciuded in "Other loans" are loans totalling some £33m, which are
scecured on  the revenues of the company and £7.6m secured on a
property awned by the company.



14,

20.

[

OBLIGATIONS UNDER F1NAKCE_LEASES

Aarounts due under finance leases are pavahle as fullows:

Wathan one vear

Between one and two years
Betweean two and {1ive yeays

Less: tinanee charges alloecated

PROVISIONS FUR LIABILITIES AND CHARGES

to future periods

At 1 Apral 19%4

Brovaided during the vear

At 31 March 1990

Beferred taxation

£m

0.0

"llq

L

——— e

4,2

- -

14940

.
m

5.2

(0,6

T A

[ ]

The company!s wedium and long term plans for eapital investgent

together with the

asset base transferred from Thames Water

Authority on vestang indacate that for the foreseeable future the

amount of tax allowances in respect of elipible plant and machinery
will exceed the depreciation on existing and new assets, Accovdingly,

no srovision for deferred taxation has been recognised in these

acepunts,

An analysis of the amounts unprovided 13 as follows:

Aceelerated capatal allowances:

Infrastructure assete

(ther a

ets

Other timang dafferences

Losses

1940

1959
£n

o R R e
OSSO

Provasion for infrastructure
renewals expenditure



21,  SHARE CAPITAL

The companv's shaye capital on wncorporation was £100 divaded anto 100
shaves of 11 each, af which fwo were subscribed at par by nonineces
of the Crown, On 29 Aupust 1984, the authorvised share capital was
wereaned Lo £5%0,000 divaided imte 50,000 ordinary shares of €1 cach
and on 1 September 1489 a further 49,4958 ordinary shares were issued
at par to the parent companv, On 20 November 1989 the authoraed share
rapltal was further ucreased to £360,050,000 divaded into 360,050,000
vrdinary shaves of £1 each and the remainang 360,000,000 shares were
allatted to the parert company ar par. The share capatal has been set
at. a level sufficient to enable the company to fund 1ts nperatinns,

Authimased, allotted, called up 19440 14R9
and fully paad, ) f

160,050,000 ordinary shares 360,040,600 -

ot £1 each

22.  RESERVES AND_RETAINED PROFLTS

17390 1459
Profit and loss account

£ £
Balance at 1 Apral 1984 1,140.7 437,
Transfer ¢ta} From profit

and loss aceount 1279.4) 2031.4

Het debt extan uished 108.9 0.0
Other moverents (0.9 0.0
Balance at 31 March 1999 TTTTGR9 Y 71,1407

Detalls relating to the net debt extinguished are given in note 18,



CAPITAL COMMITMENTS

1440 1954
1 i
ontracted for bat nat provided in the financial
Jtatenents 15%,3 160 .0
Anthorised but not vet contiracted Loy 323,48 15,0

In addition to these cammitments, the company has Jong teym capital
nmvestrent plans to wee! shortfalls in performance and asset
condation and to provide for new demand and prowth,

OPERATING LEASES

At 31 March 1990 the company was commitied to making the following
payments during the next year in respect of non-caneellable gperating
leases @

Land and Othoey
buildings
fm £
Lrases which expire:

Withan one vear - 0.1
Berween one and five vears 0.3 0.2

After five voears 2.6 -
TR W

=38



PENSION_SCHEMES

Pension arrangenents for the majority of the company's eoplayees aro of
the defined benafit type which at the end of the year were provided
throughs -

i) the Thames Water Pengsion Schenme ("TwESY"): or
ii) rhe Thameg Water Mirror Image Pengion Scheme ("TWMIPS"),

The agsety of each pensicn schome are hold separately from those of the
company In trustee pdoinistered funds,

Re-organisation of pension arrangements

On 1 Seprember 1989, the date of Vesting, employees who were membopes of
the Water Autharities Superannuation Fund ("WASF") were given the aption
ol beconing membors of TWES or TWMIPS and additionally of transforpring
their accrued benefits into whichever schene they had joined or to leave
their accrued benefits in WASF. Such transfers are to be funded in full
a5 at 1 September 1989 by actuarially determined transfers of assets from
WASE such that there is no unfunded liability of the company in respect
of the past service of the employees of the company.

TWPS

TWPS wes established on 1 July 1988. The company's contribution ig
determined by TWPS' consulting actuary, Bacon & Woodrow, using the
attrined age method, at a level which, together with members'
contributions, will meet the full cost of providing benefits, including
post-retirenent and deferred pension increpses, in line with price
inflation but subject to a eeximum rate of emplovers' contributions
gpecified in the scheme's trust deed.

The first formal actuamrial valuation of the schewe has not yet been
completed. The assumptions which will have the most significant effect
an the results of the valuation are theose relating to the rate of return
on investments and the rates of increases in pay and pensions, In
determining the company's initial contribution rate theso assumptions
wore as ollows:-

Rate of return on investments 4% per annus

Kate of increase to pay and pensionable pay 7.5% per annum
plus a promotionnl
soale

fate of pension increases {except for GMPs) 62 per annus

AL inception the Scheme had no investments, although it was due the
tranofor payoent from WASF. Transfer payments have been made on account
of final treangfer values from WASE in respect of those members who hove
elected to transfer their acerued benefits in WASF. Final transfer
valuers will be appropriate to meet the accrued liabilivies as at the date
the Lisbilities were agsumed by the Scheme including allowance For Puture
splary increases and index-linked inereases to pepnsions.

Pengicn posts charged in the profit and loss e count mmounted to £4.0M

(1949:£2,1M), The change in accounting pelicy has had no significant
effect on the amount charged in the current year.

- 29 -



The company operates discrelionary arrangements under which it augments

benefits on retirement which arve funded by way of a capital centributicn
to the Scheme. In the year ended 31 March 1990 these pnyments anounted

to £0.54 (1989: £0.1M).

TWMIPS

TWMIPS was established on 1 September 1989 to provide benefits on an
unchanged basis for those employees who were, pricr teo that date, menber,
of the Water Authorities Superannuation Fund and who had not opted to
transfer to TWPS. As a consequence of vesting, employees of the company
woere no lenger eligible to participate in WASF for future serviee.

The company's cantribution is deteroined by TWMIPS' censulting ackuary,
Hacon & Wondrow, using the atiained sge method at a level which, together
with members' contributions, will meet the full cost of providing the
benefits, incelveding post-retirement and defercved pension increases in
line with price inflation.

Trangfer payments have been made on account of final transfer values fros
WASE in respect of those mesbers who have elected to transfer their
accrued benefits in WASF., Final transfer values will be appropriate to
meet the accrund liabilities as at the date the liabilities were assumed
by the scheme including allowance for future salary increases and
index~linked increases to pensions.

Pension costs charged in the profit and loss account amounted to £4.5M,
The change in accounting policy has had no significant effect on the
amount charged in the current year.

The company operates discretionary arrangements under which it augments
benefits on retirement which are funded by way of a capital contributicn
to the Scheme. In the year ended 31 March 1990 these paysents smounted
to £2.8M,

WASE

The employers’ contributions were set by WASF's consulting actuary,
William M Mercer Fraser Limited ("the Actuary"). The last actuarial
valuation reviewed the state of the fund as at 31 March 1988. The rate
of employers' contributions was 137.5 per cent of wmembers' contributions
and the employoer's contributions charged to the profit and loss account
for the period to 31 August 1989 amounted to £2.2M (£5.0M for the year to
31 March 1989},

In addition to the employer's contribution payable to WASF, the company
met the unfunded cost of statutory increases to pensions in payment. The
corpany also oparated supplementery discretionary arrangements under
which 1t mpede lump sum payments and/or augmented the paywents to
pensionors by the award cof added years, The company was nobt permitted to
pre-~fund these lisbilities through WASF but met the associated cost as
payments were nade to beneficiaries. For the peried ended 31 Aupust 1953
these payments totalled £H.4M (£8.0M for the year to 31 Macch 1989},

- 30 -



Gonornl

In addition ro the above arrangements, the ccopany made payments tooa
nunbir of pensisners in respect of wnfunded benefits., In the period
ended 41 August 1989 these payments totalled £1,1M, (£1.5M for the year
to 31 Mareh 19H9),

Pengian eosta ampunting tn £0.6M {1989: £0,6M) have been charged ¢4 the
profit and leogs acconnt relating to payments made to fund pensioas
inereases for pre 1970 employees, arising from liabilities assuwed on tls
re-organisation of the water industry in 1974,  The company's liability
ta fund sueh inereases terminated en 31 March 1990,

Ineluded in extraovdinary charges {note 9) is & payment of £5.5M inte
TwMIPS in order to fund in full as at 1 Septenber 1989 certain pension
arrangements inherited from the Lee and Thames Congervancies in pespoct
of pensioners, deforred pensioners and employees. The payuent was made
on the basis of actuarial assumptions which Bacon & Woedrow have
confirmed would be appropriate for funding those liabilities, Including
allowance for future salary increases and fully index~linked increases to
pensions.

CONTINGENT LIABILITIES

The company has been inforred by a holder of part of one of thae loan
stocks included under loans repayable after more than five years, that he
considers such stock to have been overdue for a number of years prior to
the establishment of the cowmpany and that such stock is immediavely
repayable together with an additional amount of interest at market rates,
The direetors have been advigsed that the principal amount of stock
potencially involved is unlikely to exceed £3M,

The company has also been notified by the Secretary of State for the
Environment that any liability in respect of past interest arising by
virtue of any loan stocks being found to be overdue would be an item
eligible for consideration for recovery through the price adjustment
formula.

HOLDING COMPANY

The ultimate holding company is Thames Water Ple, a company incorpovated
in Great Britain.

- 31 -
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INTRODUCTION

The corpany has been appointed by the Seeyetary of State fou the
Fovirowrent as a water and sewerage nndertaker under the Water Act
ME and 15 vequired to corply with the Conditions Set out i the
Instiueent of Appomntment ithe Licencer 1usued thereunde,

The supplementarv reguie orv wpformat1on which fellows has been
prepued wn accordance with condation £ of the Licence takhug 1nta
Aceount the following feetors apreed 1n discussion with the Divecton
ueneral ot Witer Seyvices,

tar Separate accomting statements bave not been prepared for the
non=appointed business o! the eospany on the prounds of
AEmateriality,

ih) At the request of the Director Gemeral the dinelnsure of tangible
faxed assets by prineipal service withan assot Lype has heen
Itmated to theiy net book values,

The supplementary lnformation on pages 34 to 43 was approved by the
haard on 10 July 1490,



ANALYSIS OF QPERATING COSTS BY TYPE OF EXPENSE AND BY PRINCIPAL, SERVICE

Hanpower fnsts

tither erplovrent costs
Powey k

Local autho: ity rates

Agencleg

Hired and rontracted services

Materials and consumablos
Pepreciat ion

Infrastructure renerwials
charge

Water charges
Charge for doubtful debts

fithey opeyating costs

Total

Watey Sewsyape
Supply  services

they
tvading
activities

§.u ' 13§
7a,2 54,8 2.2
10.0 1.3 0.0
22,5 I9.4 6.0
25.3 14,2 0.0

3.1 7.4 0.0
35,2 8.8 2.)
15.2 10.7 0.4
13.6 19,1 0.0
10.5 14,5 ¢.0

2.9 0.2 0.0

1.8 1.7 0.0
13.6 13.5 0.5

2.8 2066 5.6

~}ipen

14444

Total

> i v

Aoeld 8

L Saenl s R

JERS

Total

12a,d

19,0
0.3
i.h

15.8
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Tangable fixed assers

The net book value of assets attributable to each of the campany's
prineipal seyvices wathiu each catemmy 18 shown below:

Net bonk Net hook
valoe value
31.3.40 31.3.84
Land and buyldings i i
water supply 140, 125.7
BOWeTARE SPYIVLICeS 2453.7 215.4
general H,4 30.2
Thtb Ly 3748
[nfrastyuctire assets
Water supply 284.3 Tai.h
SCWErage sSeryvices 46,2 435,13
Genrral 0.1 0.1
"730.6 “667.0
Plant, machinery and vehicles
water supply b6 9.5
Soverage servicns 82,2 70.7
Genryal 24.2 23.3
178.0 “T43.8
Fixtures and fattangs
Water supply 6.7 a.Y
Bewerage services 5.3 a,7
General 45,6 23.0
"T57.6 325
Tatal asgsets
Water supply 492.9 425.0
pwerage scrvicos 7a7.4 71h.6
General 122.8 7b. b

14170 1,218.3

A AT oS ST [ e L



Feconcilaatzen of the historic _cost_accounts fixed asset
with vliie 1988’89 devounLq of Thanes Water Authﬂrltv.

Llosing uet book valuie 5% 789 goepunts
leng transtfer to Natianal Rivers Authogpity

Iegg tiansfer tu Port ui London Authority

Opening balance per fixed asset staterents

T

net hook valye

[y
Toadl.l
E214, 60

(3,34

1, 208,2



SUPPLEMENTARY, CURRENT COST ACCOUNTING STATEMENTS
PROFIT_AND LOSS ACCOUNT

YEAR ENDED 31 MARCH 1990

1970 1984

fim fo

Opevatang profat on histarical c¢ost hasis In2.4  187,n

furrent eost operating adiustmont

Deprecaatiom i93,4)  t49.6)
Gurrent cost operating profit 104,0 138.0
Other income 36,8 38.5
Disposal of assets adjustment {0.2) 1.5
Interest payable and similar charges (19,9%  {19.5)
Current cost profit on ordinary activities e o
before taxation 125,7 155,2
Taxation on profit on erdinary activities 0.0 0.0
Current cost profil on ordanary activities o B
after taxation 125.7 155.3
Extraordinaxy charges (18.7Y (.2
Current cost profit for the financial year 07,0 15%2.0
Dividend (440,07 0.0
Transfer t£Y07) 1o reserves TT(333.0)  152.0
e S,



SUPPLEMENTARY CURRENT COST ACCOUNTING STATEMENTS

BALANCE SHEET AT 31 MARCH 1990

1490
Notes n
FIKED ASSFETS
Tangible asspets 4 6,34%,7
Investnents 0.1
. h,345 .8
Net current assets 16.1
Total assets less current liabilities h,361.9
Credators: amounts falling due alter
more than one vear i95.1)
Provasazons for liabilities and charges t4.2)

B

6 » 262 - 6
h3Jomd v Sl
CAPITAL AND RESERVES
Called up share capital J60.0
Current cast rescive 5 5,434,2
Profat and loss aceount h 4b& .4
b,262.68

| joeagar Pl o paretatd i

?

|

P b

1159

§,705,3

Job

5,749,4

107.1

et pr————

3,857.0

+185.9)

0.0

[T S

3,671.1

[ baicg ot md el

0.0
4,977.7
h93.4

S mmmme

5,671.1

[t e v f onPbbon {
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{a)

GENERAL

These  supplementary statements  have  been prepared wndey  the
sarrent  eost acceownting  basis, haviupg  repard to  the guidance
contaned  tn the publicatiow entatjed “Acemmting far  (he
vifects of  ehanging praces ¢ A handbook " 1gsued hy  the
Acegunting Standards Commitiee, The current cost eonvention s
not a systen of accomtang for general wnflation, but allows tm
price changes speeafie to the company's aperations,

The prantapal aeccounting policies wsed are  the sape  as rthose
used an the Msterieal cust accounts with the exceptions set out
below,

The supplementary current cost  accounting statements eompiise a
profit and loss account and  a balance sheet togother with noles
Ltheveta,

The Director General of Water Servaces is currently in  the
process of  issuing guidelines on the methodolozy for preparing
current.  cost accounting  statements for dnclusion in the
1990/ 199] aceounts.,

PRINCIPAL CURRENT COST ACCOUNTING POLICIES AND METHODS ADOPTED

ST e e WA

Tangible fixed assets

Tangi? ‘e fixed assets comprise substantially all assets 1n use
by the company, 1including certain assets vested in the company
which are excluded from the historical cost accounts. No value
15 attributed 1n  these current cost accounts to certaln Sewers
vested in the company 1o respect of which, prior to the Water
Act 1989, the cost of maintenance was directly recoverable from
those consumers who benefitted from their operation. The
company does not currently have sufficient information on these
assets to cunable an estimate of replacement cost ta be included
in these accounts.

,,,,,

Properties are stated in  the current cost balance sheet at
Lhelry net  replacement cost,

The gross replacement cost of properties as at | April 19R3Z
was arrived at usang publashed or locally derived construction
cost  formulaer or unit costs, 1indexed for the effeets of
Subsequent priee level changes, Additious since 1 April 1952
have been included at original cost aindexed For the offeets of
changing price levels,

-G



3,

NOTES TO SUBPLEMENTARY CURRENT COST ACCOUNTING STATEMENTS

i)

(e}

i)

Gearing adjustmen

Infrastructure assets

Infrastructure assels are stated 1 the cmrent cost balance
sheet at thear value to the business, based on their estirated
replacement  costs,  Replacement costs  are caaleulated using
estizated it costs where approprlate,

Infrastyueture assets at 1 April 1984 have been  1ncluded at
their current cost net book value at that date 1ndexed for the
effects of subsequent price level changes., Additions sipee )
Apiil 1984 have been 1ncluded at replacement cost,

A% 1u the histovacal cost accounts, expendituve on maintaining
the opevating capabality of the network systens 15 charged as
an eperating cost,  Accordingly, no depreciation 1s charped oy
mirastyneture assels.

Other assets

Other assets are included at estimated replacement cost less
aceuymulated depreciation.

Stores

Stores are stated at their value to the business, based upon the
estamated net current replacement cost, which 1s calculated by

applying indices to refleect increases in purchase costs.

Cost of sales and mopetary working capital adjustments

The cost of sales and monetary working capital adjustments have

not heen applied as they are nnt material,

The pearing adjustment has not been applied following guidelines

1ssved by the Director General of Water Services.,

ANALYSIS OF CURRENT COST OPERATING PROFIT BY SERVICE
Water Sewerage (ither Tetat
aupply seYVvVices trading
activities
fm Em fm Fm
Historical cost operating profat 19,2 123.2 0.0 162.4
l.egs:
current eost adjustrpents F17.,5) i35,.49° 1,0 (53.4)
Current cost operating profat TR OTTAENYT TR T 9400

e LTMEELTELE S eEL RS CaETEL R L ——r o pwe s e



CURRENT COST TANGIBLE FIXED ASSETS

Land and buildings
PFlant and machinery

Moverents sduring the vear

[and and buyldangs

W A I I Pt v v Y O e Ty gy

Grogy replacepent cost:

At 1 Apral 189
Addations, net of grants
on disposals

Revaluation adjustment

At 31 March 1990
Depreciation:

At 1 Apral 1989

Provided duying the year
n disposals

Revaluataion adjustment

At 31 March 1999

Net book value
AL 11 March 1990
Al 31 March 1989

Plant and machinery

WD o S YA N A A R ke et

Gross replacerent cogt:

At 1 April 1589
Additions, net of grants
Revaluation adjustrent

At 31 March 1990

Deprecaation:

AL T Apial 1989

Provided during the year
Revaluation adjustrent

At 31 March 1990
Nov bhook valuop

At 31 March 1940
At 31 Mareh 14989

fost
i

rilhl‘j'io*':‘
G5,047 .0

e s

Freechnld
land and
burldings

tm

2,344.0
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ke have audited the accommting statemem s on pages 7 to 43 an aceordance
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the accounting statements on pages 7 to b, prepared under the
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costs, assets and liabilities of, or zeasonably attributable Lo, the
husinesses and actavities of the coppany as defaned in paragraph 4

of Gondition F;

the supplementary currenl cost accounting statements on pages 37 to
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prineiples, aceounting policies and methods deseribed on papes 39
and 40;

praper accountang records have heen kept by the company, as required
by paragraph 3 of Condatron F;

the accounting stotements on pages 7 Lo 41 are in agreement with the
company's agcountang recorvds and comply with paragraphs 4 to S of
Condataon F,
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Thames Water Utilities Ltd : DPirectors' Report 1989-90

ADDENDUM STATEMENT - REVIEW OF THE YEAR

WATER

Resources

1.

2.

Rginfall during the yoar was charnctaerised by prolonged dry spells,
intersporsed by heavy downpours. There were no major difficulties
from n water resources standpoint and overall rainfall in the winter
wag above average,

Bemographic and soclo-economic trends point towards continuing
growth in the Thames basin ond the consequential need for additional
water supplies, During the year work continued to improve the use
of' existing resources : groundwater resources wera developed at four
logations and the Enfield-Haringey artificial recharge scheme nearcd
completion. To sccure resources in the longer term we have begun
the task of identifying and selecting options for the construction
of major capiltal works.

Supply

1.

During the year we put inte supply & total daily average of 2779
thousand cubic metres per day {(temd) of water, about 2 per cent more
than 1988/89.

Last summer's peak demonds caused distribution problems leading to
bang of the uge of hosepipes 1In geveral areas for various periods
between June and September. South East London was particularly
badly hit in July when a combination of factors left scme 500,000 of
our customers with either insufficilent pressure or no supplies to
their propertles for several days. This was one of the worst
operational incidents in our history and the legsons learned will be
incorporated into operating and investment plans to avoid a
repetition.

Quality

1.

In July 1989, the Water Supply (Water Quality) Regulations 1989 were
made. These Regulations incorporate the requirements of the
Eurcpean Drinking Water DMrective and set additional national
standards for drinking water. Where these standards are not met s
totsl of eleven Undertakings have been given and seven Relaxations
granted under the new Regulations. These set out the remedisl or
investigatory work to be undertaken,

The new Regulations have also required the introduction of an
enbanced sampling programme involving more complex analyses at water
treatment works, around the system and at customer's premises, What
were 8% supply areas have become over 220 supply zones. Random
sampling has been introduced and the number of samplers increased.

A public register of results has been established. This new regime
wng Iimplenented on Januapy 1 1990,
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On the basis of data collated for the Tirst quarter of the year
undor review, Thames Watepr complied with the standards for the
majority of parameters set out in the new Regulations. However it
is too early to give reliable statistics on performance since the
intreduction of the new sampling regime in January.

Inveatment

1.

i

w

We invested £88m in water supply and quality projects. We have
hegun major investment programmes aimed at ensuring that the quality
of water leaving treatment works and in the distribution system
reliably weets the new Begulations into the next Century,

A programme pianned for completioy at various dates up to 1994 will
primarily cover the microbiological, aluminium and nitrate
paraneters In the Regulations. Plans ware also lald for a mejor
extonsion of the programme bayond that date which will install the
most up to dete water treatment grocesses invelving granular
activated carbon angd ozone treatment of water. Thoese measures will
be designed to control micro pollutants such as pesticides.

In the year under review improvements filtration plant at Wilmingron
(Xent) and Latton (near Swindon) were undertaken, schemes to secure
service reservolr roofs begun and investment made in instrumentation
and sample analysis arrangements in order %o meet the first part of
the programme. Plans were drawn up for a pilot plant at Kempton
Park to investigate the application of granular activated carbon and
ozone processes und to sssess likely results as the first step in
the second part.

Investment in supply and distribution was mgain concentrated on the
London Water Ring Main, the first phase of which is estimated to
cost £165m in rotal. It is scheduled to be completed in 1993. The
tunnels between Merton and Streatham and from Battersea to Park Lane
have been completed. Tunnelling from New River Head to Barrow Hill
hag started. The scheme incorporates a gignificant increase in the
capacity of water treatment works and the uprating of Coppermills
end Hampton Treatment Works as part of the overall Ring Main Scheme
is well advanced.

Tunnels to iaprove the delivery of supplies for trestment in the Lee
and Thames Valleys were completed at a cost of some £20m. Trunk
main schemes between Hedsor and Bourne End and batween Cleeve and
Dldcot were also complaeted,

Investigations

1,

An Ilgportant part of Thames Water's work to ensure present and
future water quality lies in its investigatory work.

Investigations were continuad en levels of polycyclie arcmatic
hydrocarbons {PAH) in the distribution system and on factors which
might affect their disgolution from the coal-tar pitch lining
material used for some iron water mains, A cowprehensive surcvey of
water quality was carried out abt Blewbury in Oxfordshire sfter
traces of an industriaml solvent, carbon tetrachloride, were found in
a local groundwater source. An investigation into the occurrence of
sediments in water mains has begun to identify measures which will
improve water quality at the tap.
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3. Following an ocutbreak of cryptesporigdiosis in the Oxford and Swindon
areas 1in the previous year investigation has identified sgricultural
activities as being the probable source of contamination,

Liaigon

We maintained our policy of openness in water quality monitoring,
reporting and congultation procedures, In sddirion to the
introduction of the public register, wo made guiarterly reports to
local autherities and held regular lialson meprilings with
Environmental Health Officers and Community Physicians,

RESEARCH AND DEVELOPMENT - WATER

Research & Dovelopment has covered f'actors affecting the
conservation and quality of Thames groundwater supplies. The
upeating of London's water treatment works has led to several
initiatives, A wet sand skimmer, the SANDGRAZER, has been
devaloped, Real time forecasting and control computer models are
being developod to aid the management of reservoirs and water
treatment works. We are developing several advanced water treatment
processes. A new pump optimisation system is being tested to
Improve distribution, Thames Water has supported the national
metering trials,

SEWAGE TREATMENT AND DISPQOSAL

1.

Sewage flows arriving for treatment in 1989-90 are estimated at
4,280 temd. This was similar to the previous year.

Until new arrangements were introduced in Autumn 1989 returns
indicated that at any ono time works serving some 85-90% of the
relevant resident population were able to comply with the quality
conditions of their discharge consents.

In October, 84 time-limited consents were issued for works unable
reliably to meet their original consent conditions. By the vear end
11 consents had expired: the remainder will expire on various dates
up to 31 March 1992.

Since discharge consent compliance is Jjudged on works performance
over a complete year, it is not poszible to report fully on whether
effluent standards have been met until after September 1990 st the
earliest.

Invegtment

1.

We invested Llllm in sewage and sewage treatment projects. A major
progreeme of improvements to works with temporary consents or at
risk of fallure was launched in order to meet all finasl consent
conditions by 1992. This programme to bring the reliable effluen:
performance of over 150 worls to final conttent standardy is now
underway. Construction work on improvements was in progress at 87
sites during 1989-90.

Improvenent work is well advanced on most of the larger works in the
programme, Six schemes, each costing over £5m, at Aldershot,
Banbury, Camberley, Luton, Mogden and Swindon made satisfactory
progress.
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3.

A number of medifications to equipment or operating procedures are
being made to reduce odours, At Chertsey Works, work is proceeding
with the Water Research Centre to compare different odour preducticn
methods and at Swindon modern odour control methods are being
incorporvated in the improvement work,

Sludge Disposal to Sea

1,

-

We disposed under licence from MAFF sgome Y million tonnes of sludge
to soea,

In March the Seeretary of State for the Envirenment announced thatl
the disposal of gcwage sludge in the North Sea would not be allowed
aftor 1998, The implications of this arc being cexemined. In the
current licence for sea disposal limits for toxic materials have
veen reduced and monitoring requirements, for exanmple dispersion
surveys, considerably increased.

In February a contract management agreement was introduced with
Crescent Ship Management Ltd. by which 1t operates the sludge
disposal ships but ownership remaing with Thames Water,

Land

Sludge disposal to land is now governed by the Sludge {Use in
Agriculture) Regulations 1989. The principal effects ere a
requirement for increased monitoring and greater restriction on
dispodal. We¢ have produced a guldance manual on good disposal
practice.

A contract to remove 1.5 willion cubic metres of lagooned Ligquid
digested sludge from Perry Omks over a 3-year period commenced
during the year. This sludge i3 principally being utilised on
agricultural land but a proportion is being dried lor land
reclamation uge.

SEWERAGE

Operations

1.

Thames Water ig responsible for an estimated 50,000 km of sewers.
Under the Water Act, Thames Water is no longer entitled to recover
directly [rom property owners the cost of maintenance of "Section
24" gewers. These sewers, some 30,000 km in length, had been
constructed privately prior to 1965 in inner London and prior to
1937 elsewhere.

During the course of the Autumn a2ll known storm and emergency
overflows and surface water outfalls were identifled and where
necessory discharge consents obtained. There are almost 3,000
such outfalls.

Most local sewerage operations are handled by local authorities
ncting as agents, From 14962 their 'right of first refusal’ to act
s sewerage agents will be removed. Wa hove begun work on a
sewerage management contract to replace the present form of
agreement,
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i,

Responsibility for sewer mapping passed from local authorities to
Tharmes Water in September, Copies of maps from the logal
authorities are being recorded and {'iled, Tenders were invited for
a Sewer Meapping Contract to ensble gaps to be filled and maps to be
validated and digitiged,

Investment

1,

The Cross Thames Link Sewer has been commissioned and proposals fop
the agsocinted control system at Western Pumping Station are being
daveloped. This will allow for the first time a8 connection hetween
the sewer systems north and south of the tidal River Thames, A
gacond malor sewer scheee in London, the Western Deep Sewer, has
also been commissioned.

Major developments in the London Docklands have led to the
congtruction of some 3.5 km new trunk sewars and 2.7 km of new twin
rising main,

RESEARCH AND DEVELOPMENT - SEWAGE TREATMENT

Regsearch into sewage treatment processes has concentrated on
developing technology to improve works performance, A detailed
invegtigation into methods of controlling odours at sewage works has
continued. Alternative methods of sludge disposal are being looked
at to provide greater flexibility when the North sea route is phased
out. Work on incineration has continued and other outlets for
sludge, such es composting and soil substitute, have bezn
investigated.

CONSERVATION AND RECREATION

1.

In addition to meeting consent standards for discharges to
watercourses Thames Water has statutory responsibilities towards
congervation and recreation.

In September Thames Water formally welcomed the Code of Practice on
Conservation, Access and Recreation issued by the Governument in July
and by the year end we were completing a detailed policy response.

We have progressed 10 landsceping and hebitat enhancement schemes
inherited from Thames Water Authority snd have initiasted 9 further
schemes during the last 6 months. Over 10,000 native trees and
shrubs have been planted. Major archaevlogical excavations have
been undertaken at Windsor, Newbury, Beddington and Horton., A
database of listed buildings has been established,

We have implemented procedures for environmental screening of all
capital and maintenance schemes undertsken by the Utility., Advice
end guidance to safeguard and enhance natural environments has been
given on over 400 schemes and we have developed Conscrvation
Manggement Agrecments with a number of local conservation bodies.
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Thames Water continues to provide recreaticn facilities at
reservairs and at other operational sites, The most important
activities are dinghy and board sailing (leases are issued to eight
elubs gailing at reservoirsg), angling (some 30,000 visits were made
during the year) and birdwatching (for which some 1500 permits were
sold leading to several thousand visits), A wide variety of othep
activities from canoeing to tennis is also undertaken but each tends
to be confined to & single site.

As part of the response to the Code of Practice we shall be
egtablishing top-level liaison arrangements with conservation and
recreation interests, In the meantime we have established and
furthered relationships with over 50 conservation organisations
including the Nature Conservancy Council, English Horitege, County
Naturalist Trusts and the Royal Socioety for Protection of Birds,

COMMUNITY

Wo believe that it is in our Interests to foster good relationships
with the communities in which we operate. In early March Thoames
Water revised itz community affairs policy to take advantage of the
wilider opportunities afforded it as a private company.

During the year we continued to develop links with education
concentrating in particular on curciculum development work, the
offer of pupil and teacher work experience places and the giving of
150 talks to schools.

We also provided sponsorship funds for local community projects,
particularly those concerned with the environment and recreation,
Encouragement of staff sctivity in fund reising for charity
continued with the relaunch of the Give As You Earn scheme. Work is
co~ordinated with the Ple Charities Committee.

CUSTOMERS

The 1989 Water Act brought major changes to the statutory mechanisms
for safeguarding the interests of customers.

In the light of Themes Water's declared aim of putting the customer
firgst, a review of customer contact facilities was put in hand
during the year. Steps were also taken to make it easier for
customers to contact us if they have a problem with the quality of
their water.

The Consumer Consultative Committees operated by Themes Water were
wound up early in the year. They have been replaced under the 1989
Water Act by a Customer Services Committee adminigtered by the
Orfice of YWater Services. This committee has a spacific reait to
deal with individusl customers complaints as well as consider other
issues of direct customer interest.

Thames Water also {mplemented a Guarantee scheme covering
intecruptions to water supply, the answering of written complaints,
billing enquiries and the keeping of appointments. Detnils of the
scheme were sent Lo customers in the first quarter of 1990,
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Thames Water also prepared a Customer Code of Practice which has
been approved by the Director General and which gives customers
detalls of the services and standards they may expect, Further
Codes of Practice were drawn up on leakage {rom customers' supply
pipes, disconnection for non~payment, pipelaying and the use of
powars of entry on to private land,

PERSONNEL & ORGANXYSATION

1.

o

The year was one of great change, The identification of employees
who were to become part of the new Ple and the transfer of those who
were to form the Thames Region NRA on 1 September was accomplished
amoothly,

Many organlsationnl changes were made to mect the weeds of tho
business, including the creation of a neow Customer Accounting Contre
at Swindon involving the recrultment of over 280 staff.

Thamas continued to enjoy relatively low rates of turnover of staff,
with resignations running at under 5% over tho year. We are
confident that we can meet the challenges of demographic changes by
continuing to offer attractive conditions of employment and by
toking a creative approach to recruitment.

Our second round of pay bargaining outside the national structure
was successfully concluded. The agreement with Industrial & Craft
employees included provision for & two year review of productivity
schemes and working arrangements,

We are committed to training and development, A further 104
managers participated in our 'Templeton' programme and we also
launched the 'Latimer' programme, & developmental programme for
supervisors and first-line managers. Over 100 such employees
attended.

We established the Thames Water Mirror Image Pension Scheme (TWMIPS)
which came into existence on Vesting Day, #nd was open to existing
employees who had been contributors to the national Water
Authorities Superannuation Fund [WASF). Eligible employees were
algo given the option of transferring from WASF into the existing
Thaces Water Pension Scheme (TWPS).

[NOTE: The statutory sections on employee participation, employment of
the disabled, and health and safety at work are located in the
Directors' Report].

PROPERTY

1.

2.

Qur objective of optimising the use of land and property assets
within our businesses was further pursued during the year.

Rationalisation of »ffice and laboratory sccommodation sew major
activity with the purchase of new office buildings in Reading and
two new buildings for laboratory use. We decided to vacate our

of fices at The Grange at Waltham Cross in 1990 and to close cur New
River Head offices in London at the end of 1991, Development
proposals are being Formulated for both gites.,
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The disposal of surplus property assets was affected by the general
downturn in the property market. In all gome £11,7m of receipts
ware achieved; after deduction of costy there was a net profit of
£11,3m,

Though warket cenditions remain depressed at present we have taken
an optimlstic view of the medium term and are pressing ahead with
our plans aceordingly.

REGULATION

i,

Thases Water Utilities Limited is the regulated subsidiary of Thawmes
Water Ple. [ts activities as a8 water and sewerage undertaker are
principally requioted by tho Water Act and the Condition of
Appointment (the Licence).

The principal regulators of TWUL are the Secreiary of State, the
Director General end the National Rivers Authority {NRA}, Both the
Director General of Water Services and the NRA are new regulatory
authorities established under the Water Act.

The Secretary of State's responsibilities include the regulation of
drinking water quality and we report to him on this on a calendar
year basis.

The Directer General 1s responsible for the regulation of charges
and service standards primarily through the conditions of the
Licence. Each July we shall report on the previcus financial year's
achievements in all areas of our btusiness and have a duty to provide
him with information on request.

The NRA has direct responsibility for the quality of the water
cnvironeent and the regulation of environmental standards (in
conjunction wilh Her Majesty's Inspectorate of Pollution {HMIP)} and
in particular responsibility for licensing water abstractions and
for ensuring that eflfluent consent standards are met.

Other regulatory bodies include the Ministry of Agriculture,
Fisheries and Food for disposal of sewage sludge to sea and HMIP for
dispesal of sewage sludge to land. The new Drinking Water
Ingpectorate, which is part of the Department of the Environment
helps ensure that the 2w legal standards for drinking water quality
are mat.

The regulators are concerned with inclidents and ag well as with tho
on~going operations of the regulated business.
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