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Directors’ report
for the year ended 31 March 1994

The directars present their report and the audited financial statements for the year
ended 31 March 1994.

Principal activities and review of the year

The company’s principal activities are the supply of water to over 3 million premises
in.is area and the collection and treatment of sewage from almost 5 million premises.
In 1993/94 it put into supply an average of 2,577 megalitres per day of water and
treaied an average of 3, 184 megalitres per day of sewage. It also undertook significant
statutory duties refating to the environment. The following paragraphs show how
these activities are carried out in the spirit of Thames Water’s Four Principles:

Seek to excel

Put the customer first

Respect the employce as an individual
Caring for the environment

In 19934 the company had the lowest combined water and sewerage services average
bill of all Water Services Plcs for unmeasured households. Our capital programme
amounted to £390,9 million gross in 199394,

Water resources, treatment and supply

Two successive winters of above average rainfall have boosted our water resources to
their healthiest state for at least six years. Slow recovery from economic recession and
a successful leakage control programme have put back the need for a new reservoir
by at least 5 years. We will be continuing our programme of leakage control and
targeled resource development to ensure we meet our customers’ needs for water.

Considerable progress was made on the drinking water quality improvement
programme with investment in advanced water treatment (AWT) processes at many
of our plants, Major projects at Ashford Common, Wallon and Farmoor are
progressing well.

The London Water Ring Main, our largest single capital project, is on course for
completion in 1994, All tunnels are now in use, the ‘ring’ is complete and the final 2
of the 12 pumping stations are being commissioned. It is already supplying water to
over 1.5 million customers and this will increase to 2.5 million customers as the system
is optimised.
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Three new service reservoirs were commissioned in the London arza - Ealing,
Farningham Hill and Hoddesdoa. Good progress v»s maintained on improved water
treatment with granular activated carbon (GAC) 'S merfilters’ substantially completed
at Flampton and Fobney and commenced at Ashford and Coppermills,

Sewerage and sewage treatment

The sewage treatment programme has focused on improvement and refurbishment to
improve reliability and effluent quality.

A significant effort has been made over the last year to reduce the risk of sewage
flooding in the region. Additional sewers have been constructed and existing sewers
improved to reduce flooding risk for 1150 properties.

The sewage sludge incineration plants for Beckton and Crossness to provide a new
disposal method when the North Sea route is lost in 1998 are now in detailed design,

the construction contracts awarded and construction is planned to start in January
1995.

Quality

Quality systems are now established in all parts of the business as a basis for steadily
improving performance. Our scientific and engineering laboratories have NAMAS
accreditation and our Engineering Department has BS5750 part 1.

The third annual report for calendar year 1992 (published July 1993) from the
Government’s Drinking Water Inspectorate confirmed that the drinking water supplied
to customers continues to be of very high quality. Pesticides continue to be a problem
but present no known health risk. A continual improvement is anticipated as our
AWT programme comes on stream.

Customers

The new Customer Centre at Swindon became fully operational in July of 1993 as
planned, providing a single point of contact for over 11 million customers, During the
year we dealt with 3.6 million enquiries. Two-thirds were by telephone: in the first
qaarter of 1994 it took us an average of 11 seconds to answer. The Centre is now
equipped to provide further improvements in levels of service 10 our customers. Early
problems with the computer system brought into operation in July are now being
overcome.
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Environment

This year’s annual report on conservation, access and recreation will show we have
completed 25 new conservation schemes and made a start on a further 27. Included
is & Creek Trail at Beckton Sewage Treatment Works (STW) and improved facilities
for the disabled at our Maple Lodge Nature Reserve. Many schemes were in
partnership with other orpanisations. Our joint venture with the NRA, Pinkhill Nature
Reserve at Farmoor, won the Oxfordshire Special Conservation Award. We are
including plans for a wildfow! centre in development proposals at Barn Elms and have
improved the scwerage system at Avebury without damaging this world heritage site.
The Trusts at Kew and Crossness will shortly be joined by one at Kempton allowing
more public access to the superb beam engines at these sites.

The Power Plan at all 11 works included in the 1991 "Non Fossil Fuel Obligation" are
now fully operational. Our focus will now be on maximising the output from these
plants which this year brought in an income of £5.5m.

Regulation

The company's Annual Return, including the full current cost accounts required for
regulatory purposes for the year ended 31 March 1993, was sent to the Director
General of Water Services in June 1993, The company agreed a 2 year price deal (K
at 4.1% in 1993/94 and 1994/95) and successfully negotiated changes to its licence to
enable the business to be managed with greater medium term certainty.

Preparation of our fourth annual report (for the calendar year 1993) on the quality
of drinking water supplied as required by the Water Supply (Water Quality)
Regulations 1989 has begun and will be available from July 1994, The DoE Drinking
Water Inspectorate undertook a drinking water audit for calendar year 1993; its final
report is awaited.

During the year the NRA prosecuted us successfully on five occasions. One was for
a breach of discharge consent quality condition at Chinnor sewage treatment works;
two were accidental escapes of sewage sludge at Henley and Fleet STW and two were
for escapes of sewage caused by a blockage in the sewerage system at Barnet and
Welwyn Garden City.

The Strategic Business Plan (SBP), which sets out our requirements and targets for
the next twenty years, was submitied to the Director General of Water Services on
31 March 1994. The Director General’s determination of K for the ten years from
1 April 1995 will be based on the SBP and is due in July 1994,

Capital

The company’s share capital is £360,050, 000,
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Profit and dividend

The profit for the year as contribution to the group was £283.3 million (1993:
£251. 6 million). Total dividends of £122. 0 million (1993: £109. 8 million) were paid to
the ultimate holding company, Thames Water Ple, leaving retained profits to be
transferred to reserves of £161.3 million (1993: £141.8 million).

Fixed assets

Note 9 to the financial statements details changes in tangible fixed assets during the
year. In the opinion of the directors, the market value of the company's properties
is not less than the balance sheet value.

Ring fencing

Under Condition X of its Instrument of Appointment, the company is at all times
required to ensure, so {ar as reasonably practicable, that if a special administration
order were made the company would have available to it sufficient rights and assets
(other than financial resources) to enable the special administrator to manage the
affairs, business and property of the company. The company was in compliance with
that requirement as at 31 March 1994,

The directors have prepared a certificate under Condition F6A of the Licence stating
that the company will have available to it sufficient financial resources and f{acilities
to enable it to carry out, for at least twelve months, its regulated activities.

Directors

The names of the directors of the company who served in 1993/94 are:-

M R Holffman (Chairman) J G Hurcom
W J Alexander (Managing Director) D J Luffrum
W R Harper R J Marshall
D Badcock M G Ribbins
J K Boudier J R Sexton

S Tebbett left the company on 15 October 1993.
W R Harper resigned as a director on 10 May 1994,

Significant contracts

During the year under review none of the directors had significant contracts with
Thames Water Plc or any other group company other than their cortracts of service.
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Employces

The Employee Project has been implemented and significant improvements are being
made in productivity, through increasing flexibility in working practices and the skills
of employees,

Employee communication continued through the company’s pewsletter and video,
Line managers’ commitment to communication was reinforced, Matters affecting
employees’ interests are discussed in the company council,

The company continues to be comnitted 1o the recruitment and training of young
people and has been successful in developing high quality technical skills amongst
schoal leavers and general management competence in graduate recruits. This is
complemented by our ongoing programme of activities with, schools in the region.

Pay for all employees is now linked to performance and ihe continuation of the profit
sharing scheme provides a further fink to company profitability,. Sharesave schemes,
ta encourage employee ownership in Thames Water Plc shares, continue in operation,

Health and safety

The company continues 1o be committed to achieving and maintaining high standards
Of health and safety both for its own employees and members of the public who could
be affected by its operations, The company places great emphasis on the training of
staff at all levels in the organisation in order that health and safety obligations are
effectively discharged, Specialist assistance in health, safety, medical and emergency
planning matters is provided by an imegrated Heath and Safety Group under the
control of a Senjor Manager. The company also places great emphasis on the safety
of contractors undertaking capital works, and the health and safety performance of
such contractors is closely monitored,

Employment of the disabled

The company recognises its responsibilities towards the disabled and employs them
where suilable opportunities arise. 1t is company policy to make every effort to find
appropriate alternative jobs for those who become disabled whilst working for the
company.

Research and development

The key projects conducted in 199394 were:-

® A novel method of installing GAC in existing biological slow sand filters
has been developed and implemented at Hampton,

o The Fyne Process, a non-chemical water treatment process which
removes organic material from water using nanofiltration Inembranes,
has been developed,
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o Research teams have produced an integrated biological solution to meat
the European Urban Wastewater Directive for phosphorus and nitrogen
removal.

] An inductive reading system capable of interrogating coded domestic
meters from major international meter manufacturers has been
developed.

) A high precision surveying grid network has been established across the
Thames Water operational area based on the US military satellite
Glaobal Position System (GPS).

® The countercurrent dissolved air flotation and filtration process
(COCODAFF) has been further developed and enables filters to be
three times more productive during algal blooms compared to
conventional filters.

. The world’s longest (1.4 km) experimental, one pass, pipe distribution
system has successfully been commissioned at Kempton,

Directors’ responsibilities

The directors are required ty UK company law to prepare financial statements for
each financial year that give a true and fair view of the state of affairs of the company
as at the end of the financial year and of the profit of the company for that year,

The directors confirm that suitable accounting policies have been used and applied
consistently and reasonable and prudent judgements and estimates have been made
in the preparation of the financial statements for the year ended 31 March 1994, The
directors also confirm that applicable Accounting Standards have been followed and
that the financial statements have been prepared on the going concern basis.

The directors are responsible for keeping proper accounting records, for taking
reasonable steps 1o safeguard the assets of the company and to prevent and deteet
fraud and other irregularitics,

Auditors
A resolution to reappoint Coopers & Lybrand as the company’s auditors and to

authorise the directors to determine their remuneration will be proposed at the annual
general meeting.

\gy order of the Board

j 'kno"u\ la

Dav:d Badcock
Secretary and Legal Director




Report of the auditors to the members of
Thames Water Utilities Limited

We have audited the financial statements on pages 9 to 27,
Respective responsibilities of directors and auditors

As described on page 7 the company’s directors are responsible for the preparation
of financial statements. It {s our responsibility to form an independent opinion, based
on our audit, on those statements and to report our opinion to you.

Basis of opinion

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

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

Opinion
In our opinion the financial statements give a true and fair view of the state of the

company’s affairs at 31 March 1994 and of its profit for the year then ended and have
been properly prepared in accordance with the Companies Act 1985,

CODFZS,QABWM

Coopers & Lybrand

Chartered Accountants and Registered Auditors
Reading

Date: | Jual |y
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Profit and loss account
for the year ended 31 March 1994

Notes 1994 1993
(restated)

£m Lm

Turnover 3 872,1 811.3
Operating costs 4 (554.8) (537.7)
Operating profit 7.3 273.6
Profit on sale of fixed asscts 10,2 10.4
Interest 6 3.9 (33.1)
I'rofit on ordinary actlvitics before taxation 3 283,6 250.9
Tax on profit on ordinary activitics 7 0.3) 0.7
Profit for the financial year 283.3 251.6
Dividends 8 (122.0) (109.8)
Retained profit transferred to reserves 20 161.3 141.8
i = T———

All amounis above relate to continuing operations.

The company has no recognised gains and losses other than the profits above and
therefore no separate statement of total recognised gains and losses has been
presented,

There is no difference between the profit on ordinary activities before taxation and
the retained profit for the year stated above, and their historical cost equivalents,
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Balance sheet
at 31 March 1994

1994 1993
Notes £m fm
Fixed assets
Tangible assets 9 2,629,3 2,354,5
Investments 10 0,1 0.1
2,629.4 2,354.6
Current nssets
Stocks and work in progress i1 15.9 16.5
Debtors 12 179.6 163,8
Investmenis 13 1.2 13.8
Cash at bank and in hand 1.1 1.5
197.8 195.6
Creditors: amounts [ulling due
within one year 14 (378.1) (340.7)
Net current Habilitles (180.3) {145.1)
Totul assets less current
Linbilities 2,449.1 2,209.5
Creditors: amounts falling due
after more than one year 15 (558.9) (480.6)
1,890,2 1,728.9
- ] I —————
Capital and reserves
Called up share capital 19 360,90 360.0
Reserves and retalned profits 20 1,530.2 1,368.9
1,820.2 1,728.9
fo =] W T

The notes on pages 11 to 27 form part of these accounts.

The accounts were approved by the board of directors on 7 June 1994 and were
signed on its behalf by:

e
J K Boudier
Director
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Neotes to the financial statements
for the year ended 31 March 1994

1 Introduction

These accounts present the financial results of Thames Water Utilities Limited for the
year ended 31 March 1994,

2 Principal accounting policies

A summary of the more important accounting policies, which have been applied
consistently, is set out below.

Accounting convention

The accounts have been prepared in accordance with the historical cost convention
and in accordance with applicable Accounting Standards in the United Kingdom.
Group accounts have not been prepared as the company is a wholly owned subsidiary
of Thames Water Ple,

The new Accounting Standard, FRS 3, requires the adoption of accounting policies
which differ from those previously adopted by the company. The principal change
reflects the restatement of profits on sale of fixed assets which were previously treated
as part of operating profit. These are now disclosed separately after operating profit,

Turnover

*
.

Turnover, which excludes value added tax, represents income receivable i the
ordinary course of business for goods and serviees provided.

Tangible fixed nssets and deprecintion
Tangible fixed assets comprise:

'Y Infrastructure assets (being mains and sewers, impounding and pumped raw
water storage reservoirs and sludge pipelines); and

. Other assets (including properties, overground plant and equipment).
() Infrastructure assets:
Infrastructure assets comprise a network of systems, Expenditure on infrastructure

assets relating to increases in capacity or enhancements of the network is treated as
additions.

Expenditure on maintaining the operating capability of the network in accordance with
defined standards of service is charged as an operating cost and is classified as
infrastructure renewils expenditure.
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(i)  Other assets:
Other assets are included at cost less accumulated depreciation,

Freehold and long leasehold land is not depreciated.  Assets in the course of
consiruction are no! depieciated until they are commissioned. Other assets are
depreciated evenly over their »stiuiated economic lives, which are principally as
foliows;

Buildings:

- Operational structures 40-80 years
- Other 30-60 years
Fixed and mobile plant 20-40 years
Vehicies, computers, fixtures and fittings 4-10 years

Capital contributions

Capital contributions received in respect of infrastructure assets have been deducted
from the cost of fixed assets. This is not in accordance with the Companies Act 1985
which requires fixed assets ta be stated at their purchase price without deduction of
contributions which are accordingly accounted for as deferred income. This departure
from the requirement of the Act is, in the opiniou of the directors, necessary for the
accounts to give a true and fair view because infrastructure assets do not have a finite
life and are not depreciated. Accordingly related capital contributions would not be
recognised in the profit and loss account, The effect of the departure on the value of
tangible fixed assets is disclosed in note 9.

Whers material, contributions received towards the cost of other assets are accounted
for as deferred income and released to the profit and loss account over the useful lives
of the assets,

Leased assets

Where assets are financed by leasing arrangements which transfer substantially ail the
risks and rewards of ownership of an asset to the lessee (finance leases), the assets are
treated as if they had been purchased and the corresponding capital cost is shown as
an obligation to the lessor. Leasing payments are treated as consisting of a capital
element and finance costs, the capital element reducing the obligation to the lessor
and the finance costs being written off to the profit and loss account over the period
of the lease in relation to the assets’ written down value. The assets are generally
depreciated over the shorter of their estimated useful lives and the lease period.

All other leases are regarded as operating Jeases. Renta) costs arisi ng under operating
leases are expensed in the year in which they are incurred,

Investments

Investments held as fixed assets are stated at cost less provisions for permanent
diminution in value.

Investments held as curren( assets are stated at the lower of cost and net realisable
value,
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Stocks and work in progress

Stocks and wark in progress are valued at the lower of cost and net realisable value,
Cost includes labour, material, transport and an element of overheads,

Pension costs

The majority of the company’s employees belong to pension schemes which are
funded by both employer’s and employees’ contributions and which are of the defined
benefit type. The pension cost is assessed in accordance with the advice of an
independent, qualified actuary to recognise the expected cost of providing pensions on
a systematic and rational basis over the expected remaining service lives of eniployees,
Any difference between the cost charged and the amounts paid by the company is
treated as a prepayment or accrual,

Foreign currencies

All transactions denominated in foreign currencies are translated into sterling at the
actual rate of exchange ruling on the date of the transaction. Assets and liabilities in
foreign currencies are translated into steriing at the actual rate of exchange ruling 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 is charged to the profit and loss account in
the year in which it is incurred.

Thxation

The charge or credit for taxation is baied on the profit for the year as adjusted for
disallowable and non-taxable items.

Tax deferred or accelerated is accounted for in respect of all material timing
differences to the exient that it is probable that a liability or asset will crystallise.
Provision is made at the rate which is expected to be applied when the liability or
asset is expected to crystallise.

Consideration receivable for tax losses surrendered by way of group relief is cradited
to the profit and loss account.

Cash flow

In accordance with the provisions of Financial Reporting Standard No. 1 (FRS 1), no
cash flow statement has been prepared. The information required under FRS 1 is
included in the cash flow statement provided in the accounts of Thames Water Ple.
IHowever, to comply with Regulatory Accounting Guidelines, a current cost cash flow
statement has been provided in the supplementary regulatory information.
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3 Scegmentat analysis by class of business
Water Sewerage Other ‘Total Total
supply services trading 1994 1993
activitzs (restated)
£m Lm £m £m fm
Unmeasured charges 246.0 387.9 . 633.9 589.0
Measured charges 79.6 88,2 . 167.8 156.4
Trade cifluent
charges - 23.2 23.2 21.7
Rechargeable works 13.9 3.9 - 17.8 20.4
Other income 10.7 5.5 13.2 29.4 23.8
Turnover (1994) 350.2 508.7 13.2 872.1
Turnover (1993) 335.0 469.5 6.8 811.3
Operating costs
before depreciation
and maintenance of
infrastructure asscts (225.1) (219.3) (10.1) (454.5) (451.2)
Depreciation (28.1) (44.9) 0.4) (73.4) (60.1)
Infrastructure
renewals charge (8.8) (18.1) - (26.9) (26.4)
Operating costs (262.0) (282.3) (10.5) (554.8) (537.7)
Operating profit 38.2 226.4 2.7 317.3 273.6
Profit on sale of fixed
assets 8.5 1.7 - 10.2 10.4
P'rofit on ordinary
uctlvities beloce
taxation (1994) 84.6 196.3 2.7 283.6
Profit on ordinary
actlvities before
laxation (1993) 71.6 178.2 1.1 250.9
Turnover derives wholly from within the United Kingdom.
1994 1993
£m Era
Net assets
Water supply 1,105.5 937.5
Sewerage services 1,429.2 1,256.5
Net operating assets 2,535.7 2,234.0
Net intcrest bearing Habilitics (644.5) (505.1)
1,890.2 1,728.9
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4 Operating costs

Analysis of operating costs by type of expense:

1994 1993
£m £m
Manpower costs 172.5 179.9
Other external charges 227.9 208.7
Materials and consumables 26.7 25,0
Other operating charges 40.3 44.8
Infrastructure renewals charge 26.9 26.4
Depreciation:
own assets 66.3 51.5
asscts held under finance lcases 7.2 8.6
Rentals under operating leases:
hire of plant and machinery 2.0 1.7
other 1.8 3.6
Auditors' remunctation:
for audit work 0.2 0.2
for non audit work 0.1 0.1
Rescarch and development 5.9 5.9
5711.8 556.4
Own work capitalised (23.0) (18.7)
554.8 537.7
5 Information regarding directors and employees
Directors’ emoluments
1994 1993
£000 £000
Executive dircctors;
Salary 578 519
Bonus 109 92
Other benelits 58 43
Pension contributions 165 142
810 796
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1594
£000
Dircctors’ emoluoments disclosed In aeccordance with Purt V of
Schedule § of the Companies Act 1985
Chairman NE
Highest paid director:
Salary 121
Bonus 23
Other benefits 7
Pension contributions
186

16

1993
£

Nil
94

19
5
26

144

The remuneration of the exccutive directors is determined by the non-executive
directors of Thames Water Plc who comprise the Remuneration Committee of the
Board of that company. A performance related bonus scheme for executive directors
is in place based upon profit before tax exceeding a level stipulated by the non-

executive directors.

The chairman and two directors (1993: the chairman and one director) are
remunerated by Thames Water Plc in respect of their services to the group as a whole.
Details of their remuneration are disclosed in the financial statements of Thames

Water Plc.

Scale of directors' emoluments (excluding pension contritutions)

1994

Number

ENil 3
£15,001 to £20,000 -
£20,001 to £25,000 -
£45,001 to £50,000 1
£55,001 to £60,000 -
£75,001 10 £80,000 1
£80,001 to £85,000 -
£85,001 10 £90,000 1
£90,001 to £95,000 2
£95,001 to £100,000 1
£100,001 to £105,000 1

£115,001 to £120,000
£150,001 to £155,000

Number

gy BR) ¢ e g e BN

[
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Shares of Thames Water Ple held by directors

Shares held as at Shares held as at - Share options held Share options held
Beneficial owner 31 March 1994 1 April 1993 at 31 March 1994  at 1 April 1993

or date of or datc of
appolntment appolntment
if later if later

W J Alexander 14,055 20,108 49,000 49,000
D Badcock 1,498 1,380 19,637 15,000
J X Boudier 10,229 10,044 24,692 24,692
1 G Hurcom 12,660 17,860 22,090 22,090
R J Marshall 8,939 8,503 24,872 22,090
M G Ribbins 253 198 21,944 76,090
J R Sexton 1,155 4,568 43,6069 43,669

During the year the directors listed above exercised 56,000 share options at the option
price of 278p. The exercise price of the outstanding options under the Thames Water
Executive Share Option Scheme range from 347p to 480p and from 176p to 372p
under the Thames Water Sharesave Scheme. 9,273 additional share options were
granted during the year.

M R Holffrnan, W R Harper and D J Luffrum were also directors of Thames Water
Plc at 31 March 1994 and their share interests are shown in the accounts of that
company.,

None of the directors has any interest in the shares of Thames Water Plc’s subsidiary
companies.

Transactions with directors and officers

There are no transactions or arrangements which are required to be disclosed under
the provisions of the Companies Act 1985,
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Employee information

Average number of persons employed by the company, including executive directors,
anaiysed by class of business:

1994 1993
Number Number
Water supply 3,940 4,229
Sewerage services 2,953 3,152
Total 6,893 7,381
1994 1993
£m Im

Employment costs including executlve directors’ emoluments were:
Salaries and wages 145.9 153.2
Social security costs 12.4 12.0
Pension contributions 15.6 16.0
Total 173.9 181.2
——— N

Total employment costs contain £1.4m (1993: £1.3m) which is included in the
infrastructure renewals charge in note 4,

6 Interest

1994 1993
£m Im
Bank loans, overdrafts and other loans:
Repayable within five years otherwise than by
instalments
- third parties .3) ©.8)
- group companics 0.3) 0.3)
Not wholly repayable within five years
- third parties (17.4) (15.1)
- group companics (15.7) (15.7)
Finance charges in respect of finance leases ©.4) (7.2)
Interest payable and similar charges ¢'7.1) {2.1)
Interest receivable 3.2 5.0

Total (43.9) (33.1)

I M T A SR, M
Pt 7
. ¥
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7 Tuaxation

No liability to UK corporation tax arises on the result for the year due to the

availability of capital allowances and the tax losses brought forward.

Group relief
- curfent year
- adjustment in respect of prior years

Group relief comprises expected consideration receivable in respect of tax losses

surrendered to other group companies.

8 Dividends

1994
pence per
share
Interim 11.1
Final 22.8
33.9

1994
£m

0.3

©.3)

pence per
share

10.0

20.5
30.5

19

1993

£m

36.0
73.3
109.8
TpTE——
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b

9 Tangible fixed assets

Freeholt Short Plant Infra. Total

Iand and  leascholds and struclure

buildings cquipment assets

£m Im Lm Em fm

Net cost
At 1l April 1593 1,005.0 02 7808 9633 2,7493
Additions 92 1.7 1860 855 3664
Disposals (11.6) - (40.4) - 2.0
Capiltal contributions - - . (16.4) (16.4)
Transfer (2.6) 2.6 - - -
Net cost at
31 March 1994 1,084.0 45 9264 1,032.4 3,0473
Depreciation
At 1 April 1993 1925 - 202.5 . 394.8
Provided during the year 187 01 54.7 . 735
Disposals (11.0) - (39.3) . (503)
At 31 Murch 1994 2000 0.1 2179 . 418.0
Net book value
At 31 March 1994 8840 4.4 7085 1,032.4 2,6293
At 31 March 1993 8127 02 5783 9633 23545

In order to give a true and fair view the cost of infrastructure assets is stated after the
deduction of capital contributions amounting to £78.,6 million (1993: £62.2 million).

No depreciation has been chorged on freehold land included above at £3.9m (1993:
£2.5m).

Tangible fixed assets at 31 March 1994 include £378m (1993: £407m) of assets in the
course of construction,

Details of the company’s tangible fixed assets which are held under finance leases are:

Cost Net book value

1994 1993 1994 1593

fm Im £m £

Plant and cquipment 150.7 119.5 1243 1003

II
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10 Fixed asset investnients

1994 1993
£m £m
Cost of shares in group companies G.L 0.1

At 31 March 1994 the company held more than 10% of the allotted share capital of
the following undertakings:

Name of undertaking Country of Descriprion of Proportion of  Activity
reglsiration shares held nominal value
of issued

sharcs held

Thames Water Ultilitics Finance
Finance Plc Lngland and Wales  Ordinary 100% Company

Manor Farm Management
Company Limited England and Wales Ordinary 100% Dormant

At 31 Mirch 1994 the net asset value of Thames Water Utilities Finance Ple was
£50,000 (1993: £50,000), no profits or losses having been made in either of the years
concerned,

11 Stocks and work in progress

1994 1993
£m Iim
Raw matcrials and consumables 138 139
Work in progress 2.1 2.6
159 165
———— Mo
12 Debtors
1994 19593
£m fm
Amounts falilng due within one yeor
Trde debtors 113.7 972
Amounts owed by parent and fellow subsidiary undertakings 63 32
Amaunt reccivable tn respect of group relief 02 0.7
Other debtors 53 8.6
Prepayments and accrucd income 502 47.5
Infrastructure renewals cxpenditure k¥4 6.0
1793 1632
Due after more then one year
Other debtors 03 0.6
179.6 163.3
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13 Current asset investments

Government and Local Authority loans
Fhxed and floating interest rate scourities

1994
£

1.2

1.2

1993
£m

—_ b
L tn

The marke! value of investments is not significantly different from cost.

14 Creditors: amounts falling due within one year

Bank overdralt

Qther foans (note 16)
Obligations under finance leases (nate 17)
Progress claims and advance payments
Trade creditors:

Operating

Capital

Bill of exchange payable
Amounts bwed 1o parent and feliow subsidiacy undertakings
Amounts owed to subsidiary underntaking
Other creditors
Accruals and deferred income
Taxatlon and social security payable

L994
£m

2.4
0.8
5.4
54.6
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15 Creditors: amounts falling due afier more than one yeac

Bank loans {note 16}

Other loans (nole 16)

Obligations uader finance leases (note 17)

Amounis owed lo subsidiary underiaking (see telow)
Qther creditors

Deferred (ncome

1994
fm

225,0
<7.0
115,2
149.6
7.2
14,8
558.9

Somey

1993
Im



Thames Water Utilities Limited 23

The subsidiary undertaking, Thames Water Utilitics Finance Ple, has in issue £150
million 10%% Guaranteed Bonds due 2001. The net proceeds were loaned to the
company under the same interest terms and £149. 6 million is i:icluded in amounts due
to the subsidiary undertaking in respect of this loan, Fhe company has guaranteed the
principal and interest payments of its subsidiary uadertaking due under the terms of
the bond.

16 Loans

Loans outstanding are repayable as follows:

1994 1993
fm fm

Bank louns:
Between two and fve years S 16.5
Afier more than five years 1905 163.5
22540 1800

Other louns:
Within one year ¢ 10.8
Between one and two years 0.6 0.6
Between two and five years 18 18
After more than five years 4.6 452
418 584
—— L.

Notes
1 All loans are repayable between 1994 and 2030.

2 Of the loans repayable after more than five years hence, £25.0m (1993 £Nil)
is in respect of bank loans and £324m (1993 £32.4m) is in respect of other
loans wholly repayable after that date,

3 The aggregate smount of loans repayable by instalments, any part of which falls
due for repayment more than five years hence is £15.4m (1993: £15.9m) and
£225m (1993: £180.0m) for other loans and bank loans respectively.

4 The range of interest rates on bank loans is 6.6% to 11.5% (1993: 8.25% to
11.5%) and other loans is 3% t09.5% (1993: 3% to 11%5). These interest rates
are those contracted on the underlying borrowings before taking account of the
following interest rate protection. The company has arrunged various long
dated interest rate swaps which have the effect of fixing the rate of interest at
an average of 933% on sterling borrowing of £15m for a term of 15 years.
The remaining term is 14 years. In addition the company has arranged interest
rate swaps which convert £35m of sterling borrowings from an average fixed
rate of 10.4% to floating rates for a weighted average term of 6 years.

5 Other loans include Joans totalling £32.4m (1993: £32.4m) which are secured
on the revenues of the company.
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17  Obligations under finance leases

1994 1993
£m {m
Amounts duc under finance leases are payable as follows:
Within one year 163 150
Belween one and two years 98 79
Between two and five years 3ot 23.6
After more than five yeurs 2049 170.0
26L.1 216.5
Less finance charges allocated (o future periods (140.5) (1184)
Total 1204 98.1
—_——— T ——

The aggregate amount of finance leases, any part of which falls due for repayment
after more than five years hence is £113.3m (1993: £84.4m). In addition, the company
is committed to outstanding lease facilities of £15.6m (1993: £44.5m) to fund capital
iwvestment.

18 Deferred taxation

The company’s medium and long term plans for capital investment, together with the
asset base transferred from Thames Wmar Authority on vesting, indicate that for the
foreseeable future the amount of tax allowances in respect of eligible plant and
machinery will exceed the depreciation on existing and new assets,  Accordingly, no
provision for deferred taxation has been recognised in these accounts,

An analysis of amounts unprovided is us {olows:

1994 1993
[{iH Lm
Accelerated caplial allowances:

« Inftastructure assets a6 176.3
- Other assets 2399 187.2
Other timing diffcrences (16.5) (12.1)
Losses (73.5) (78.3)
545 2726
RS [ ]

As infrastructure assets are not depreciated, deferred taxation will crystallise only in
the event of any disposal of these assets at amounts in excess of their written down
value for tax purposes. In the opinion of the directors the likelihood of such a liability
crystallising in the future is remote.
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19  Share capital

1994 1993
£m fm
Authorlsed, allotted, called up and fully pald

360,050,000 ordinary shares of £1 each 3600 360,0
—— —aial

20  Reserves and retained profits
Profit and
loss account
£m
ALl april 1993 13689
Retained profit for the year 1613
At 31 March 1994 1,5302

21 Reconciliation of movements in shareholders’ funds

1994 1993
£m Im
Profit for the financial year 2833 251.6
Dividends (122.0) (109.8)
161.3 1418
Sharcholders’ funds at the beginning of the year 1,7289 1,587.1
Sharcholders' funds at the end of the year 18902 1,7289
22 Capital commitments
1994 1993
£m Lm
Contracted for but not provided! for 244.7 188.8
Authorised but not yet contracted for 9213 710.9

Inaddition to these commitments, the company has long-term capital investment plans
to meet shortfalls in performance and asset condition and to provide for new demand
and growth, The review of the asset management plan in 199495 will identify whether
those plans will require modification in order to meet future necds and performance
requirements,
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23 Operating leases

At 31 March 1994 the company was committed to making the following payments
during the next year in respect of non-cancellable operating leases:

1994 1993
Lund and Other  Land and Other
Bulldings Buildings
fm £m £m £m
Leases which expire:
Within cne year - 02 - 04
Between twa and five years 0. 0.6 0.1 1.0
After more than five years 1.6 0.9 34 -
17 17 3.5 14

24 Pension schemes

Pension arrangements for the majority of the company’s employees are of the defined
benefit type funded through pension schemes covering employees within Thames
Water Plc whose assets are held separutely from those of the group in independently
administered funds,

The total ongoing pension cost for the company during the year ended 31 March 1994
was £15.6m (1993: £16.0m). The pension cost is assessed in accordance with advice
received from Bacon and Woodrow, the consulting actuaries to the schemes. At the
ycar end £G.1m (1993: £0.5m) was outstanding in respect ¢f contributions to the
schemes.

Details of the actuarial position of the group pension schemes are given in the
financial sttements of Thames Water Ple.

In addition to the ongoing cost of the UK Pension arrangements, the company
operates discretionary arrangements under which it augments benefits on retirement.
These augmentations are funded by way of additional employer contributions to the
schemes. In the year ended 31 March 1994 these payments amounted to £0.3m
(1993: £1.2m).
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28 Ultimate parent company

The ultimate parent company is Thames Water Ple, a company registered in England
and Wales. Copies of the parent’s consolidated financial statements may be obtained

from The Company Secretary, Thames Water Plc, 14 Cavendish Place, London WIM
9aDJ.




