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Dire(:tors., Rep()rt Anglian Watar Services Lirned

The Directors present their Report, together with the Accounts for the year ended 31 March 1991.

Principal activities and Business Review

The principal activities of the Company during the year were water supply and distribution,
sewerage and sewage treatment and disposal.

On | April 1990 the Company transferred certain business activities and assets and liabilities, at
book values, to its fellow subsidiaries Anglian Water Engincering and Business Systems Limited and
Anglian Water Commercial Developments Limited. Further details are set out in note 28 on page 18.

1990/91 represented the first full year of trading since privatisation. Turnover (£451.7m) increased by
some 13% over 1990, operating profit (£170.1m) increased by some 10%, and profit on o~dinary
activities amounted to .£153.1m. Interest charges reduced by .£51.7m from 1990, pru.-* sally
reflecting the full year effect of the capital restructuring which took place on privatisatic  and tne
impact of major borrowing initiatives, Under the regulatory regime, the Compuny is abuwed to
increase the average of its principal charges by the percentage change m RPI plus an adjustment
fuctor “K” {currently 5.5%).

The Directors regard the Company's investment programme as central to the achicvement of
corporate objectives. It is targeted at enabling the Company to comply with the standards and
abligations of the water and sewerage business, The management of the programme has been given
the highest priority, and has resulted in the successful completion of the first stage of the Company’s
ten year investment plan of some L4 billion.

During the yenr the investment programme covered some 1,250 schemes, the value of the work  © ~
done being around £222in. This level of spending was in line with the Company’s forecusts.
Overall, the level of investment expenditure will increase significanly in the future, but the profife
of investment over the next few years makes the Directors confident that the programme will be
successfully completed. In addition to expenditure required by the investment programme,
substantial additiona! expenditure may be required in respect of existing or future legal or
regulatary obligations.

The Dircclors are committed to providing improved customer service aL o falr charge. This is
underlined by the steps taken during the year to raise standards and Improve water quality.

Research and developmant

The Compuany has made significant advences in the development of water treatment processes whick
will assist in meeting drinking water quality requirements. Sewnge trentment research has
concentrated on improving process and engineering techniques.

Through involvement with national sesearch programmes the Company has continued to support
projects with other companies and orgraisations in order to address issues of common interest to the
water industry.
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Directors’ Report

. 1

Regulation

The Company’s activities are regulated principally by the Water Act 1989, the regulations made
under that Act and the conditions of an Instrument of Appointment {“the Licence”) granted to the
Company by the Secretary of State for the Envirenment on 1 September 1989, With certain
exceplions, the regulatory provisions do not apply to business activities which are not connected
with the carrying out of the water and sewerage functions.

Under the conditions of the Licence the Company is obliged to provide the Director General of
Water Services with additional accounting information to that contained in the statulory accounts in
order to comply with Licence Condition F. This information is presented on pages 20 to 27 for the
benefit of customers and other interested parties.

Pages 24 to 27 include current cost accounting information which the Director General requires to
judge the financial performance of the regulated business.

The regulatory information has been prepared in accordance with the guidelines issued by the
Director General.

Results and dividends
The results of the Company and the dividends for the year ended 31 March 1901 are set out on

page 7.

Fixed Assets
Movements in tangible fixed assets are shown in note 14 on page 14 .

Directors and Directors’ interasats
The present Directors are sct out below:

A F Smith ] Matthews

J A Simpaon D CF Latham

A G Semple T Bolongrro {resigned 1 March 1991)
CJ Mellor (appointed 23 April 1990} P Howarth {sppointed I March 1991)
JW Green J W Smith {appointed 1 April 1901)

Mr A G Semple served as Chairman untif 23 April 1990 when he was replneed by Mr A ¥ Smith.

The beneficial interests of the Directors in the shares of Anglinn Water Ple and {n options over such
shares are set out in note I3 on page 13,

None of the Directors had during the year or has & material interest in any contracts of significance
to which the Company or any other Group company is or was a pacty.
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Anglian Water Services Limiled

Employee involvement
It is the Company’s policy to keep employees fully informed of matters affecting them as employeces
and to make them aware of the inancial and economic factors influencing the Company’s

performance. This is done through announcements, briefings and the Anglian Water Ple Group
magazine.

Share option schemes are in piace within the Anglian Water Ple Group which encourage the
involvement of participants in the Company's performance.

The care and maintenance of the health and safety of employees and the public is a corporale
objective.

The Company operates an equal opportunities policy.

Disabled employees

Applications for employment from disabled persons are fully and fairly considered having regard to
the aptitudes and abilities of the applicant. In the event of any employee becoming disabled, every
effort is made to ensure that their employment with the Company continues and appropriate
training is arranged. It Is the policy of the Company that the training, carcer development and
promotion of a disabled person should, as far as possible, be identical with that of other employces.

Liability insurance .

The Company maintains Insurance under Section 310(3) of the Companies Act 1985 for its officers -
against lisbilities in relntion ta the Company.

Auditors
The Auditors, Price Waterliouse, have indicated their willingness to continue in office and a
resolution for their reappointment will be put to the Annunl Genceal Meeting.

[}
By Order of the Boar ‘ 10 June 1991

Jackie Fox
Acting Company $

Registesed Offic Registesed in England No 2366656
Anglian House

Ambury Road

Hunlingdon

Cambridgeshire PEIS 6NZ
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Auditors’ Report to the Members of :
Anglian, Water Services Limited

We have audited the financial statements on pages 7 to 18 in accordance with Auditing Standards,

In our opinion the linancial statements give a true and fair view of the state of the Company’s affairs
at 31 March 1991 and of its profit and source and application of funds for the year then ended and
have been properly prepared in accordance with the Companies Act 1985.

(Jalotfoue._.

PRICE WATERHOUSE
Chartered Accountants 10 June 1991
Birmingham




PrOfl’t a.nd LOSS Account Anglian Waler Services Limited "’f
. t A
A
For the year ended 31 March 1991 Notes 12.?; 19;3 .{
TURNOVER t T ) T 3 - 45i.7 ‘ 401.\?; '
Operaling costs 4 (281.6) (243.8)
Exceplional items 5 - (3.0)
CPERAMTING PROFIT 3,6 17041 154.7
Other income 7 0.3 0.4
Interest 8 (17.3) (69.0)
PROFIT ON ORDINARY ACTIVITIES BEFORE AND AFTER TAXATION 9 193.1 86.1
Extraqrdinary itemns 10 - (7.7)
PROFIT FOR THE FINANCIALYEAR 153.1 78.4
Dividends 11 (68.8) (905.5)
RETAINED PROFIT FOR THE YEAR/(TRANSFER FROM RESERVES) 25 84.3 (827.1)

The noles on pages 10 to 18 form parl of these linancial staterisnts.
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Balance Sheet |

y
. i Ry
b 1991 1990 |
; At 31 March 1991 Noles em &m ‘11
q FIXED ASSETS | %
Tangible assels 14 1,575.4 1,424.3 "11
; Investments 15 2.7 0.5 o
: ' 1,5781  1,424.8 K
% CURRENT ASSETS ' “
¢ Stocks and work in progress 16 6.5 6.8 :
f Deblors 17 79.1 66.6
Cash and deposits - 1.7
' 85.6 75.1
CREDITORS; AMOUNTS FALLING DUE )
WITHIN ONE YEAR '
Short term borrowings 18 (8.8) {134.7)
O!her credilors 18 (184.9) (1 51 .9)
NET CURRENT LlABtLlTIES (1 08 1) (21 1 5)
TOTAL ASSETS LESS CURFIENT LIABILITIES ) 7 7 ,4TQ 0 L 1.213.3
CREDFrOHS AMOUNTS FALLINB DUE
AFTER MORE THAN ONE YEAR
l.oang and other borrowings 19 (180.2) {49.9)
Other creditors 20 (19.1 ) g5 6)
(1 99 3) (5a.5)
PROVISION FOR LIABILITIES AND CHARGES 21 (57 5) (28.9)
1,213.2 1,128.,9 -
CAPITALAND RESERVES
Calted up share capiin! 24 860.0 860.0
Prolit and loss account 25 353.2 268.9

1,213.2 1,128.9

The noles on pages 10 o 18 foan part of ithesy tnancial stafements,

Approved by the Boerd on 1044na 19

J A SIMPSON
Managing Director

P HOWARTH %
Finance Dwrector




Funds Statement

Source and Application of Anglian Walor Servizes Limied

1991 1990
For the year ended 31 March 1991 em om
SOURCES '
Gengrated from operations:
Profit on ordinary aclivilies 1531 88.1
Depreciation 33.5 326
Provision for infrastructure renewals 36.7 32.2
Extraordinary items : - (7.7}
Reslructurrng provisron - (4.5)
FUNDS FROM OPEHATIONS 223.3 138.7
Workrng capnal changes
Decrease/(increase) in stocks and work i progress 0.3 (0.2}
Increase in debtors (12.5) (15.4)
Increase in credrlors (excludmg drvldends and caprlat grants) 32,7 338
FUNDS FHOM WORKING CAPITAL 205 18.2
Issue of shares - 859 9
TOTAL FUNDS AVAILABLE 243.8 R 01 6.8
APPLICATIONS
Dividends paicd (68.8) {859.9)
Drvsslment of NRA - {15.8)
AVA[LABLE FOR INVESTMENT 175.0 1411
Investmant expenddure:
Tangible assets 213.5 188.7
Inlrastruciure renowals 8.1 3.3
Capital granis and contribubons (26.8) {8.9)
Disposals ol ixad aseala {15.9) {2.0)
Invesimaents 2.2 0.3
181.1 181.4
EXCESS OF INVESTMENT EXPENDITURE FINANCED
BY INCREASED BORROWINGS 6.1 40,3
FINANCED BY
Ingrease/{decrense) in long tarm borrowings 130.3 {52.4)
Increase/{(decreasa) it short term borrowings (125.9) 94,2
(Increasa)/decrease 0 cash and short tarm depasits 1.7 {1.5)
6.1 40.3

The notes on peges 10 {o 18 form paft of these hranCial Slatements




‘Notes to the Financial Statements

L
[

Accounting Policles

The tinancial slatements are prepared under the historical cosl convention and in accordance with applicable
accounting standards applying the follawing principal accounting policies:

(A) TURNOVER

Turnover represents ihe income receivable (excluding value added 1ax) in the ordinary course of business for services
provided,

(B) TANGIBLE FIXED ASSETS AND DEPRECIATION

Tangible fixed assets comprise;

{i) Infrastructure assels (being mains and sewers, impounding and pumped raw water storage reservoirs, dams, studge
pipelines and sea oullalls); and

I'iy Olher assets (including properties, overground plan! and equipment).

(a) infrastructure assels

Infrastruciure assels compnise a network of systems. Investment expenditure on inlrastruclure assels refating to
increases in capacity ot enhancements of the network 15 kealed as an addilion and included at cost, investment
expenditure on maintaining the operating capability of the network in accordance with dehined standards of service is
charged as an operating cost, No depreciation 18 charged on infrastruclura asseis because the natwork of syslems is
raquired (o be maintained i perpeluily and tharefora has no linite economic hie. The charge for infrastructure renewals
expendiure lakes accoun! of planned expenditura on maintaining the operating capability ol infrastruciure assels in
accordance with the operalional pohicies and standards underlying the Company's Asset Manageman! Plan, The timing
of the investment programme and other operationa! considerations resulls in ungvan patterns ol inlragiruciure renawals
expendilure, Chargoes fo the proht and loss account therslore compnise actual expendilure logether with accruals which
recoy,mise plannad expondilurg wentiied in the 20 year Assal Management Plan,

(b) Other Assels
Othor assats are includad at cost loss accumulatad dopteciation, Froohold lend 18 not depreciated. Other assnls are
depreciated evanly over ther echmated economie lives, which are principatly as (ollows:

Oparational structures 40 ~ B0 yanrg
Buildings 30 - 60 years
Fixad plant 20 ~ 40 yanrs
Venicles, motuia plant and camputery 4 = 10 yoors

Assots In the coursie of cunstruction are nol doprecinted until they &ra commissioned.

(C) GRANTS AND CONTHIBUITIONG

Grants and contnbulions on cagilal expendiure, other than thoes ratating o inlrastuciurg assols, oie cracitad (o &
delerral sccount snd are relaased 1o revonue over the expacted uselul e of tha relavant assel by equal annual
instalments. Grants and cantributions 1o capital expenditure on inleastiuciure assols are deductad from tha cost of
these azsols (see nole 2) Other granis nnd coniribulions are credited lo prolt and logs account n Ihe year [0 which
thay apply.

{D} LEASED ASSETS

Whare assels are financed by leasing arangermenis which Vanster subslanhally gY the nsks and rewards of owneiship
ol an asset lo the lassae (hnance lenses), the asects are trented ox il they had bean purchased end the costesponding
capilal cost is shown as an nblgation 1o the lassar Leasing payments are Irealed ss conssling of a capital eloment
and hinance coels. the capital element reducing the ablignbon ko the lessor, and the Inance costs bemg writan off {0
ihe profit and foes account wver the penod of the (ease. The aseets sre daprecialod aver the shorier of thawr estimaiad
usefu! lives and the lease penod. All clher Isaees are regarded as operating lenses Reontal cosls ansing under
operaling laasas are expensed over tha Jarm of the feese.

(E} INVESTMENTS
Investments beld as lixed assels, mcluding investaianis n subsidiary and eseccated undedakings, are siated 8t cost
lass provisions for permanent drmnubon in velue.

{F} STOCKS AND WORK IN PR7IIGRESS

Stocks are slaled at cost less any provision neceseary (o tecognise damage and obisofescenca, Work In progress
is valued at the kawer of cost and net realisable vatue. Cosf inchdes bour, matenals, kransport and an element
of overheads
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(G) PENSION COSTS

Anglian Waler Sarvices Limited

The Company 18 a member of the Anglian Water Ple Group, which uperates two defined benefit pension schemes.
Contributions to the Group’s schemas are charged 1o the prolit and loss account so as to spread the regutar cost of
pensions over lhe average sevice lives of empioyees, in accordanco wilh the advice of an independent qualified
actuary, Actuarial surpluses and delicits are amortised, where appropriate, over the average remaining service lives of

employees in proportion to their expected payroll costs.
{H) RESEARCH AND DEVELOPMENT

Research and developmant expenditure s charged to the profil and loss account in the year in which it is incurred.

{l) DEFERRED TAXATION

Tax deferred as a result of timing diflerences is only provided lor to the extent that there Is a reasonable probability that

such delarred taxaton will be payable in the loreseeable {ulure.

Change In Accounting Policy

With effect from 1 April 1990 the Company changed ils accounting pohcy lar giants and conlributions on capial
expanditure other than those relating to infrastructure assels. Previously the policy had been to daeduct the value ol
such grants and contributions from the cost of lixed assets, Laading Counsel has recently advised that this palicy is not
permitted under the provisions of lhe Companies Acl and it has theralore been changed 1o that set out in paragraph
1(C). Grants and contributions on inlrastructure asseis continue 1o be deductad lram the cost of those assets in order to
give a true and far view. Figures for 1990 have not been restatod since lhe amsunis tnvolvad are not considared

malerial.
Tutnavar Oparaling Profit
1991 1990 091 1900
Analysls of Turnover and Operating Profit by Class of Businoss €m £m £m £m
Water supply 1954 161.9 46.8 31.2 .
Sawerage sarvicas 255.2 236.9 123.6 123.7
Other trading activilies 1.1 25 {0.3} 0.2)
451.7 401.3 170,14 154.7

Substantally all wwrnover and operating probl anss in the UK.

1901 1000
Opaerating Cosis £m £m
Raw matenals and ror |, | f9¢ 212 22.0
Other external s . i 130.7 109.3
Stall cosls 7 o Mty 59.9 4.0
e haar ] v tent {0.4) (16.5}

211.4 178.8
Depreciation of tangible hxed assels 33.8 32.6
Infrastruciure renewals 36.7 Jz.2
281.0 243.8

1991 1990
Exceplional ltems €m £m
Restructuring and relacation cosls - 3.0

1
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i’. 8. Operating Profit

-~

1991 1290
£m £m
Operating profit is stated after charging/(crediting):
Hire of plant and machinery 0.6 0.0
Cther ¢ eraling lease cosls 0.2 0.4
Auditors’ remuneration 0.2 0.2
Research and development expenditura 2.9 1.9
Granis and conlribulions {0.3) {0.2)
1991 1990
7. Other Income £m £m
Prolit on sale of tangible lixed assels 0.3 0.4
1991 1960
8. Interest £m £m
Overdralls and other loans repayable wholly within tive years 1.6 69.1
Long term loans {any part payable alter live years) 16.1 0.6
Finance leases 0.6 0.5
18.3 70.2
Inlerost recaivable 11.0) (1.2)
17.3 69.0

9. Taxation

Interest payable on overdralts and other loans rapayable wholly within live yaars includes £1.2m payable to the paren;
company i respect of hnance charges. Inlarest payablo on long tarm loans of £10.3m is payable o the parent
company and includas the indexalion olament of the Index linkad loan (sea roto 19)

Taxaton allowances on capial eupandiiure are sulficient lo ansura that no cotporanon lax labnhiy anses. No provision
for defarred laxalion 13 required for the year anded 3t March 1991 (sae nolo 22),

19491 10

10. Extraordipary ftems £m £m

Privalisalion costs - 7.7

1591 1990

11. Dividends £m tm

Intanm dwidand 23.2 859.9

Proposad inal dwkdend 45,6 458

8.8 805.5

1 1900

12. Employee Information m £m
Staff costs:

Wages and salanes 50.7 54.8

Social securniy costs 3.8 4.0

Other pension cosis (see note 26} 5.4 5.2

59.9 64.0

Average number of full bme equivelant persone employed in he UK: 1991 1980

Total Tola

Numbers employed 3,629 4,328

The movement on numbers employed ncludes the effect of ransfernng certan busmess aclivibas on 1 Aprsit 1990

1o the Company’s feiow subsdianes. Further detads appear at nole 28 on page 8.

12




Anghian Waler Surviees Limliad

13.Directors

1991 1990
Emoluments of D:rectors Looo £000
Fees - -
i Qther emaluments 612 440
! 612 440
' The emoluments of the Chairman and highest paid Direclor,
excluding pension conlributions, were a8* 77
The emolumenls {excluding pension contributions) of the other Direclors of the Company during the year were within
the following ranges: No. of Directars No. of Diraclors
1091 1990 1991 1990
£ 0 -~ £ 5,000 1 2 £60,001 - £65,000 1 -
£40,001 - £45,000 1 2 £70,001 - £75,000 - 2
£45,001 - £50,000 - 2 £80,001 - £85,000 1 -
£50,001 - £55,000 2 - £85,001 - £90,000 1 -
255 001 - £60,000 1 -

'ln 1991 the emoluments of A F Smith,J A 8impson, A G Semple end < J Mellor were tha gamo as, and nol addihonat lo.
those reporied within tha accaunls of Anglinn Water Pic. Tho emolumaents of theso Diractors are paud by Anghan Waler
Plc bul are includad within managemant rechaiges.

Directors’ Intorasts
The interosts of tha Directoes in tha shares of Anglian Water Plc and in options over such shares granted undar that

Compeny's Exécutive Share Option Schoma and Sharesave Schama are st out balaw. tApnl 190?
r

n;?m?r::::nl !
A1 March 1901 il Tatur}
Banelicial and famdy inlerssts Na¢ of shares No of sharos

A F Smith® 766 786
J A Simpson® 780 780
A G Somple* 1,000 1.080
C J Mellor* 587 1,087
JW Graen 2,201 2,201
PJd Malthews 3,205 3,295
D C F Latham 1,401 1,481
P Howerlh - -

Opkons i :n M:mh 101 Cpbdane geantyd during the yesr

Avghan et Anghan Vinier Angharivlar AngHan Waler
$hatamve Exucuive Shuce haresove Execulive Shatg
$chivme Qpivcrs $SCharne Schere Opwn achama
AF Smith* 6,138 65,748 - 30 631
J A Simpaca” §,138 60,519 - 25,402
A G Sempla” 4,712 54,619 - 16,894
C J Malior* 3,449 47,585 1,404 40,852
JW Green 7,159 12,172 - 5,559
PJ Mallthaws 7,159 12,172 - 5,559
D CF Latham 6,136 26,832 - 19,700
P Howmlh - - - -

mr— w O N L

*‘These benelicual mlomsls n shates and optronc are the same us, and not sckibonal (o, those reporled in the Annua’
Report of Anghian Water Pic. Mo ophons have been exescised by Directors dudng the year, No Director has an interest
in the shares of the Compeny o any other Group company other thea as shown above.

Options granted undet the Sharesave Schame nre noxmaMy oxercisabla withn a penod of six monthg sftar eitner the
iifth or seventh anniversary of the date of the savwge contract. These options ware granied on 12 December 1982 at
£1.76 and an & Decernber 1990 al £2.67 Opwons undes the Executive Share Option Scheme are normally exescisable
during a perad commencing on he bwd annvessary and ending on the lenlh anmversary ol granl. These oplions were
granted on 19 February 1890 at £2.99, on 20 June 1380 at £2.93 sod o 0 Jenvsry 1991 a1 £3.31.




Notes to the Financial Statements

Othar
Waler Sowornge Traging
Supply Services Aclivihas Genoral Tolal

“4. Tanglble Fixed Assets £m £m £m £m £€m

Cost

A 31 March 1990 508.7 980.8 0.6 112.4 1,602.5

Freclassification (1.5) - (.5 - -

Additions 81.1 132.0 - 20.4 213.5

Disposals (0.1) (0.1} - (4.2} {3.4)

Intra-group transfers - - (0.2) (26 5) (26.7)

Al 31 March 1991 568.2 1,112.7 1.9 103.1 1,785.9

Grants and Contributions

Additions 6.6 6.4 - - 130

AL 31 March 1891 6.6 6.4 - - 13.0

Dapreciation

Al 31 March 1980 36.6 103.7 0.1 37.8 178.2

Reciassilicalion {0.4) - 0.4 - -

Charge for the yoar 7.5 17.2 - 8.8 338

Disposais - - - {2.8) {2.8}

Intra-group iransiors - - 0.1} (11,3} (11.4)

Al 31 March 1991 43,7 1208 0.4 32.5 187.5

Hot Book Amount

Al 31 March 1981 617.9 985.4 1.5 70.6 1,575.4

Al 31 March 1990 472.1 877.1 0.5 74.8 1,424.3

Gonoral assels comprise assets which are shared by & numbar of sesvices. The teclessilicafion ralalas 10 racreaiion

aesate previousty included within Water Supply. Tangible fixed assols ot 31 March 1994 include £204 4m of assais in tho

coursa of construction (1990 = £171.5m)

Tangible fixed nssals mnclude Gaaate nol subject to depreciation ns follows:

1901 1900

tm £m

Land 8.1 5.9
Infrastituciure assels 6802 855.0
7043 880.9

The net haok value of tangible fixad useats halki undes finance lsuacs 18 31 March 1091 was £2 Tm 11990 = £1.9m).
Depreciation charged on nssets haid under hnance kuases during the yen! ended 31 March 1961 amounted 1o £1.3m

{1690 ~ £17m).

investmant Commitments

As deecribed 1 the Directats’ Fepart o page 3, e Campany has & substunhal long teim invisiment programma,
which Includese expenciiure ko meat reguintary reuirdnents, SHoians n perirmance sad conditon aad to provide for

naw demand and grawth.

The table below only mchudes short serm investment comamtmants for precls whare cootracts have baen placed of for

aulhariead progects where coniracts have no!l ye! been placed:

Contraciad for but not provided in the hnancie? sintoments

Authorised but not yst contracted for

1981
£m

1541
410.2

1980
£m

787
4313
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Angllen W Setvices Limited

* ‘ Other "
Subsidlary Associaled  participating i
Undertakings  Undertakings inleresis Totsi
15, Investments £m £m £m m
Shares at valuation
Al 31 March 1980 and 1991 - - 0.2 0.2
Loans
At 31 March 1990 - 0.3 - 0.3
Additions 0.3 1.9 - 2.2
Al 31 March 1991 a3 2.2 - 2.5
Net Book Amount ‘
Al 31 March 19914 0.3 2,2 0.2 2.7
AL 31 March 1990 - 0.3 0.2 0.5
The associated undenaking, which is registered and principally oparates in England, is:
Nominal
“fumber value o
o'shares  shuig capital Class ol
Actvily LY 1 ISELO % hald shera
Grafham Carbons Limited Asgenarstion of granular 40,000 £40,000 50 Qrdinary
actvated carbon £1 Sharos

Al 31 March 1991 the lallowing subsidiary undartaking, which is tegistared and principally aporalos tn England, was
100% ownad by the Company.

Asuleg
E. Smith & Son (Grirsby) Limited Well-driling and hola-baring.
The company also owna o nusnbar of non-trading comgpanias.

Consalidated nccounts have nat bean prapared o8 permiited under Section 220 of the Compenlas Act 1985, sinco tha
Company s iselt n wholly awned sutmidiary of Anghan Watar B, In the opinion of tha diraclors tha valug of the
Company's invesiments & nct fess (han the amount af which they ure staied in Ihe batanea shesl

i3] 100
18, Stocks and Work In Prograess tm £m
Congurmabie slores 5.7 5.8
Work in pragress 0.8 1.2
8.5 8.8
The cuerent raplacamant cost of siocks doss not mafarielly excesd ins Hislarco! Cosis staled sbove.
o9 1980 }
1. Debtors £ £m :
Amounts falling due within one year:
Tiatie deblos 0.8 49.5
Amounts owad by Group undesisiungs 09 ~
Other deblors 13.9 1.9 ‘
Prepeyments and accrued ncome 0.3 1.8 '
75.9 83.2
Amounts falling due after more than ane year:
Other deblors 3.2 3.4
79.1 66.8
Included i other deblors 18 £3 3m due from Themes Wealer Pic (1980 - £3.5m) w respect of assels trensterred in a
previous yoar.
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Anglian Water Services Limlled , “‘:
W v
? Infrastructuro
K‘ . renawals
»I 21.Provisions for Liabllities and Charges £m
,’ Al 31 March 1990 28,9
: Utilised in the year {8.1)
Cnarge for the year 36.7
i At 31 March 1991 87.5
' 22, Deferred Taxation

In accordance with the Company's accounting policy there is no requirement for a provision for deferred taxation at
31 March 1991,

The {ull potential deferred taxation liability, calculated under the liability method at a tax rate of 33%, is-

1991 1980

£m £m

Accelarated capital allowances 73.3 18,3
; Other timing diflerances (23.5) (6.9)
Available lax losses (49.8) {11.4)

Nit Nil

In addilion to the amounts sot out above, there are available lax losses of £10.8m (1990 = £:2.1m), caleu'alod at a lex
rate of 33%, which will be avanable to sl against tho Company's liabilily on taxable profits arising in future pertods.

Also, lurther capital allowancas wil bacoma availabla In respect of inlrusiructure essets, Tha allowsnces will reduce the
Company's corporalion tax ligbilty over a number of years by £136.tm, assurning a tnx rate of 3395,

23.Commitments under Oporating Loasos
At 31 March 1891 the Company had commitments 1o make paymants of £0.5m for land and buildings durning the next
12 moniha under non-cancellable oparating leacce which expltq aites live years,

1991 1900
24, Share Capital £m £m
Authorlsed
; Ordinary rhares of £1 gach B860.0 860.0
Alfotted, issuad and fully pald
Ordinary shares of £1 onch 800.0 260.0
25.Prefit and Loss Account £em
AL 31 March 1890 266.9
! Relained peofit Inr the year 84,3
AL31 March 1981 353.2
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Notes to the Financial Statements

26, Pension Commitments
The Company is a member of the Anglian Water Plc Group. The Group oparates pension schemes coveting the majority
of its employees. The two principal schemes are lhe Angtian Water Mirror Image Pension Schame and the Anglian
Water Pension Scheme. These schemes are both of the delined banelit lype, with assets held in separately
administered funds. Further details may be found within the accounts of Anghan Waler Pic,

The pensions charge lor the year anded 31 March 1991 was £5.4m (1990 - £5.2m). There were additional pension costs
ol £2.0m in 1990 arising from the arrangements prior 1o vesling.

27. Contingent Liabilities

There were contingent labilities al 31 March 1221 in respect ol bridging guaraniees amounting to £0.3m (1990 - £0.9m)
upon which no material losses are likely (o anse,

28.Transfer of businesses
In accordance with an agreement dated 30 September 1989, on 1 Apnl 1990 the Company Iransferred at book value
cerlain business activitias and the related assets and habilifies to its fellow subsidianes, Anglian Waler Engineernng and
Business Systems bimited and Anghan Water Commercial Developments Linited. In the period from 1 October 1989 lo
31 March 1980 thess companies raded as undisclosed agents {or the Compnty In respect of the follov. ng aclivines:

Activitios

Anglian Water Engineering and Busingss Systems Limited  Engmneernng, computiny ,sustomer atcounting and
exchequer sarvices 10 Group companies and exiernal
clienls.

Anglian Water Commercial Developments Limited Fabrication sarvicaes.

Sel oul below are details of the assels and habilitios as a1 1 Apni 1890 which were trans'erred.

Assals £m  Linbiislics m .
Tangible lixed assets 153  Shoi lerm borrowings 04
Stocks 0.4  QOthar craditors dua within one yasr 3.7
Deblors 2.0 Loans and other borrowings falling *
Cash and dapasits 2.7 dug allor more than one year 0.1
Amount due lo “aghan Waler Services Lirnitad 16.5
20.4 20.4

29,Ultimate parent company
The Company's ultimata parant company @ Anghun Watar Ple, which is registared in England, copies of whoeo

accounts may be obtained lrom the Company Secrelary, Anglain Housa, Ambury Road, Huntingdon,
Cambridgeshire PE18 §NZ,
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Regulatory Information

Auditors’ Report to the Director General of Water Services

We have audiled \he linancial statemenls on pages 21 to 27 in accordance with Audiling Standards.

In our opinion the financial slalements conlain tha information for the year to 31 March 1991 required Io ba published
and submitled to you by Anglian Water Services Limited to comply with Condition E of the Instrument of Appointment

aranted by the Secretary of Stale for the Environment to the Company as a water and sewerage underlaker under the
Water Act 1989,

In respec! of this information we report lhal in our opinion:

{a) Proper accounting records have been kept by the appoinles as required by paragraph 3 of Condition F of lhe
Instrument,

{b) The information is in agreement wilh the appointee’s accounting records, complies with lhe requirements of
Condition F ol the Instrument, and has been praperly prepared in accordance with the Contents of Regulatory
Accounts guideline issued in March 199t by the Ollice of Waler Services.

{c) The linancial slatements on pages 7 to 18 and pages 21 to 23 gwe, under tha historical cost convention, & true and
tair view ol the revenues, costs, assets and lisbilites of the appoimtes and is appointed business.

{d) The supplementary current cas! financial information on pages 24 to 27 has been properly prapared in accordance
wilh the Accounting for Curroni Cesls guideline issued in March 1891 by the Olfice of Walar Sarvices.

{e) The basus used for the allocation and apporhiunmeani 0! revenuges, costs, assols and liabthiies bstween:

- waler suppl «, sewarage and sewago reatmant and disposal;
- the appointad business and any olher busingss or activily of the appointes: and
- the appointae and any associaled company;

arg as descrbed on pages 22 and 23 and are reasansble,

He s

PRICE WATERHOUSE 10 June 1891
Charlered Accountants
Birmingham
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Anglian Water Services Limilod

Information required by the Licence

The aggregate profit and loss account lor Anglian Waler Services Limited is set out in the historical cost accounts on
page 7. As required by Licence Condition F a supplementary analysis of the profil and loss account bolween appointed
and non appointed businass, and which provides delails of operaling prolit by principal service is sol out below. A
current cost profit and loss account analysed between appointed and non appointed business end an aggregated
balance sheet are shown on page 24. Other current cost disclosures appear on pages 25 to 27,

The regulatory slalements are prepared in accordance with guidelines issued by the Director General of Water Services,
Under the guideltnes, the treatment of certain turnover and expenditure ilems differs from thal disclosed In the statulory
accounts.

Profit and loss account for the yvear ended 31 March 1891

Appainlod Business

= Non
Watar Sewsrage Appointed
Supply Services Businass Total
TURNOVER £m £m Em m
i Measured 57.0 37.2 - 94,2
o Unmeasured 116.3 195.4 - 3.7
w Trada effluent - 13,5 - 13.5
b Grania 0.3 - - 0.3
. i Non tarnifl basket charges 9.7 4.8 - 14,5
) Rechargeable work 104 0.1 0.1 10,6
" Sarvices charged to
: associaled companies - 0.1 0.1 0.2
N Other 2.4 5.3 0.9 8.6
X Total Turnover 186.1 256.4 1.4 453.6 -
;‘ Appomted Duniness
é).f Sownge Non N
i Valer Tiaaimant Sawerage Appointod
Supply Sowiarnge & Duaposal Sarvices Business Tolat
y i EXPENDITURE € fm £m £m £m tm
I Manpower cosls 25.9 43 22.8 271 0.5 53.5
ol Other costs of emplayment 1.8 0.4 1.8 2.0 - 3.8
Pawer 13.9 1.0 7.7 8.7 - 22,0
Rates 14.2 02 a2 8.4 - 22.0
Service charges 6.3 = - - - 8.3
Local authorily sewerage agancies - g8 - 8n - 8.8
Matenals and consumablas 15.9 1.5 2.3 10.8 0.5 27.2
Hired and conlrgcled services 9.3 1.9 12.4 143 0.2 23.8
Services sub-contracted from
associatad companics 14.8 A 12.3 194 - 4.2
r Doubliul dabls 1.6 08 1.5 2.3 - 3.9
by Discounts a9 04 a6 1.2 - 2.1
Other costs 3.4 10 29 39 0.2 7.5
" 107.4 274 795 1069 1.4 2157
Deprecahon 1.2 47 17.6 223 - 335
Infrastructure renewals expend-iure 63 16 0.2 1.8 - 8.1
Infrastructure renewals accrual 2586 30 - 30 o 28.6
TOTAL OPERATING COSTS 150.5 36.7 97.3 134.0 1.4 285.9
OPERATING PROFIT £56 122.4 {0.3) 167.7
QOther income {including inleres! recevablal 3.7
PROFIT ON ORBINARY ACTIVITIES
BEFORE INTEREST PAYABLE 171.4

2
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Regulatory Information
Notes and additional information required by the Licence

Accounting policles
The accounting palicies are set out on pages 10 and 11, except lhat as noled on page 21 cerlain lurnover and
expenditurg ilems are lreated differenily in tha regulatory accounts.

Statement of assets and liabilities and cash flows

The assets and liabilities of the Company are shown on page 8. Since net operating assels of the non appointed
business ara less than 1% of those of the appointed business, a stalement of assels and liabilities and a source and
application of funds hava been published only for the Company as a whole,

Information in relation to allocations and apportionments between the appolnted and any other business or
activity of the appointee or assoclated company

The non appointed businesses relata mainly to recraation, leisure, training and the provision of engineering and
plumbing serices. A proporlion of the operating cosis relating lo thesa actwities are directly incurred and do not
require allocahion. The remaining oparaling costs have been allecated pro rala to the level of sales attributable to the
non appointed businesses.

Allecations to principal service

(i} Operaling cosis. The majonty of costs are incurred diractly by spaciic service and have not required allecalion.
Divisiona) administration cosis are aliocatad pro rala to direct operaling costs. Oflice and manageriat costs are
allocated according to ime spent on each principal sewvice by the stalf concarned.

The altocation 1o principal service ol the charge for infrasiructure renewals 18 based on the Asset Management Plan.
(i} Capila! coste, The magunty of capital costs, and hance (he ralatod deprecialion chatgos, are incurred dirgclly by
specilic saevice and have nol required allocalion,

Ring foncing
in the opnion of the Chirectors, the Company was i1 campliance with paragraph 3 1.0l Condilion K ol the Licence
throughout the year.

information In respact of transactions with any othar business or activity of the appeintec or nny assoclated
company

To the best of the Diractors’ knowtedge, all appropnate ransactions with associated companies have been disclosed in
notes (a} to {{j below.

(a) Borrowings or sums lont

Sums feut by the appoinica (6 assocaled ComMpRNIes

Prosigsnt
Ameont Hepaymant Inlarost
Botgwar fm Dnte Rale
Gralharn Carbons Lirmitad 2.2 On demand -
F. Smilh & Son (Grimsby) Limited 03 Ot di mnexs -
25
Sums borrowed by the appointes {rm assocHlied ComMpanias:
Pancpd)
Aol Hepaymaent Interant
Lander £m Date Rata
Anghan Water Pic 107.0 Repayable 5.125%"*
on 366 doys
nobce

*The loan bears mtarest of 5.125%. However, the velue of the capial and mterest elements are haked to mavements in
the Retail Price Index. The wicrease n the capital valve dunng the year was £70m.




Anglian Water Sarvices Limlled

{b) Guarantees/securities
The appointee has guaranieed the loliowing borrowings of Anglian Water Plc:

intoresl

Amounl Rapaymani Rala

£m Dale 86

index Linked Loan Stock 107.0 2008 5.125
Fixed Rale Bond 100.0 2014 12.000
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{c) Transfers of assets/liabilities
In accordince with an agreemeant dated 30 September 1989, on 1 Aprit 1990 the Company transferred at book value
certain business aclivities and 1he relaled assets and liabilities to its lellow subsidianes, Angltan Wafer Engineering and
Business Systems Limited and Anglian Water Commercial Developments Limited,

The aggregate value of the net assets lransferred by the Company on 1 Aprit 1990 was £16.5m. Details of the adlivities
and assets and habilities translerred are set out in note 28 to the statufory accounls on page 18.

No other materiaf transfers look place during the year.

{d} Supply of services
Services suppled by the appointes lo associaled companies:
h!nturo of Trapszction Company ‘ \éfﬂuu Torms of Supply‘
Rental of office accommuodation Anghan Water En;}meaﬁng ﬁnd 1.6 Markel rcr;ldor ’
Businass Systems Limited akiocauon of cost
Renint of office accommaodation Anglian Watar Plc 02 Market rent
Other services Various 0.2 Markel rates .
i 20 -
Setvices supplied to the appainled by nuocia;tcd comﬁnniasf ‘ 7 .
Nature of Transachon Company ‘é:':“ Totms of Bupply
Supply of cuslomar accounhng, Anghan Walnr‘én\gmummn and ‘ 286 Al cost of supply

aexchequer and compuler services

Supply ol engineenny dasign

Businosa Syslems Limited
Anglhian Water Enginearing and

i
'
.
i

187 A cost of supply

and projact conliol services Businass Syslems Limiled

Managemaent charge Angher: Weter Plc 6.2 Rechnrge of appropriato cosls
Engineenng construchon Anghen Engineating Sarvices ca Competilive tendenng

ang fabncation Lamiled

Enginasnng construciion Anghain Watee Commaercinl 08 Competitive tendonng

and fabrication Bevalopmenis Limited

Enginesnng construction Farm Gas Limied 07 Compohive tandering

and fabnication

Ohthar samvices Various 02 Compaltive landering

527
*This total mcludes amoun's of £18.5m which were capiaiised by he spponied business,

(e) Omissions of rights
None

{f) Waivers
None




Regulatory Information

{t'ppoinlcd Business Mon
Water Sowerage Appointed 1091
Supply Servicos  Businosy Total
0urrent cosl proht and loss account for 1he year ended 31 March 199 £m £m £m £m
TUFINOVER 1986.1 256 4 1.1 453.6
HISTORIC COST OPERATING PROFIT 45.6 122.4 (0.3} 167.7
Other income 1.6 2.1 - 3.7
Cusrent cost opetraling adjustments {nole 1d):
Depreciation (12.5) (21.8) - {34.3)
Disposal of fixed assets - - - -
Workmg capital 2.4 3.4 - 5.5
CURHENI‘ CosT OPERATING PROFIT 374 105 8 (0.3) 142.6
[nteresl payable {18.3)
F:nanclng ad;uslmenl (note 1d) 15.1
CURRENT COST PROFIT BEFORE TAXATION 139.4
Taxation -
NET CURRENT COST PROFN 139.4
Dividends {68.8)
CURRENT COST PROFIT RETAINED 70.6
1994
Current cost balance sheet at 31 Maych 1891 £m
ASSETS EMPLOYED
Fixod nssols:
Infrasiructure gegels 3,992.2
Specialised opecational assasls 1,610.7
Non-spectalised opaerationsl propartios 57.5
Other tangible pssats 46,2
10,714.6
Grants and lhirgt party contrtbutions (78,0}
10,638.8
Working capital (116.5)
NET QPERATING ASSETS 10,5201
Investmenis 2,7
Non-lrada creditors due vathin one yoar (84.4)
Creditors due alier ona year {1 80 2)
NET ASSETS EMPLOYED 1 0,288 2
FINANCED BY
Calted up share capital 460.0
Currant cost raserve 9,341.1
Peofit and loss account B7.1
10,288.2

The balance sheet includes the noa apporied assetls and habilias. These are not sulliciently material to warran|
separate disclosure.




# Notes to the Current Cost Anglian Wator Sorvices Limilad
| Financial Statements

1. Accounting Policies
{8) General

These accounts have bean prepared for Anglian Water Services Limited in accordance with guidance Issued by the
Director General of Waler Services for modified real terms financial statemanis sultabie for regutation in the water
industry, They measure profitability on the basis of real linancial capital mainlenance, in the context of assets which
are valued at their current cost value to the business with the exception of cerlain assets acquired prior to 31 March
1990, the eflective commencement of the new regulatory regime.

The accounting policies used are the same as those adopted in the stalutory hislorical cost accounts, except as set
oul below.

({b) Tangible lixed assels

Assels acquired prior (0 31 March 1990 and in operationat use ara valued at the repfacament cosl of their operating
capability. To the extent that the regulatory regime does nol allow such assels 1o eart, a return high enough to
Justify that valug, this represents a madification of the value lo the business principle. Also, no provision is made for
possibla funding of fulure replacements of pre~-31 March 1980 assels by coninbulions (rom third partias and, lo the
extant that some ol those assels may on replacemeant be so funded, replacamenl cost againt dilfers from vatue to
the businass. Redundaat assals are valued sl their rocoverable arnount.

Land and buildings

Non-specialised oparationa! propartios were valued on the basis of open market value for existing use at 31 March
1890 and have beon expressod in (eal terms by ndexing using the Aeteil Price Index (RPI) since that date.

Specialsed aperational properties soquired since 31 March 1990 are valuad at the lowaer of depreciated f
rgplacement coa! dnd recoverable amount, resloled annually batwean penadic Surface invesimant Reguirament

(SIR) raviawa by adiusting for inflation as moagurad by changes in the RPL The unsmorhised portion of third party *
coninbulions recoived is deductad in arriving at net oparaling tssols (na dascribed balow)

inframiruclure aseals

Maing, sawdrs, impoundmg and pumpad raw waler starnge reservoirs, dams, sludge prpekinas and sea cutfells are
valuad at replacement cosl, detarminad principally on the basis of data provided by the Assst Managament Plan
{AMB,

A process of continuing refinemant ¢l aseet tecords i eApaciad (o produca adjustmants (o existing valuss whon
pariadic raviews of Ihe AMP take pince. In intsrvoning yoars, velues are restaled to lake account of changes in the
ganaral leve! ol milakon, se measvad by changaa in tha FIPI over the year.

Cthar lixed sseals

Ail athrar tixed assats arg valued pesiodically s deprecinlod replacemant cost Batwaen perochc SIR roviews, valuoes
ara rexiatad for inltation &8 measured by changes v the RPL

Surplus fand

Surplue land s valped ol tecoverable smount, intang o account thel part of any procesds 1o be passad on to
customers under conditon B of the Licence.
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Notes to the current cost financial statements

{c) Grants and other thirg party contributions

Granis, infrastructure charges, and other thitd parly contributions received since 31 March 1980 are carried forward
to the extent thal any balance has not bean crediled lo revenue. The balance carried forward is restated for the
change in the RPI for the year, and trealed as {or delerred income.

{d) Real Financial Capital Maintenance adjusiments

These adjustmenls are made 1o historical cos! profit in order lo arrlve al profit after the maintenance of financial

capital in real lerms:

Depreciation adjusiment — this is the differance between depreciation based on the current cost vaiue ol assets in

these accounts and depreciation charged in arriving at historical cost profit.

Disposal of lixed assets adjusiment - the difference between the values of realised assets in these current cost

accounts and in the historical cost accounis.

Working capital adjustiment - this is calculated by applying the change in the RP! over tha yaar (o the opening total

of {rada debtors and slock less Irnde crad:ors.

Financing adjustment - Lhis is calculatad by applying the change in the RPI over the year to the opsning balance of
net finance, which comprsses all monatary assats and liabilitios in the balance shes! apatt fram thosa included n

working capital,

2. (n) Fixed assots by sorvice

Sowage
Yintar Trealmanl
Supply Sawarage & Deaposat Tolal
£m £ fm £m .
Gross replocement cost
At 31 March 1980 1.813.4 2,104.4 1,630.8 5678.6
AMP{SIR adjuatment 1,6831.1 3,782.6 (82.8) 5,330.8 "
RP1 adjustmant 283.7 487.4 127.5 £900.8
Dizposals {13 2) (6.4) (11.3) (30.9)
Addilons 77.0 87.5 100.4 £264.9
At 31 March 1991 3,702.0 6,485.5 1,764.6 12,042.1
Depraclation
At 31 March 1990 3819 114.3 8243 1,100.5
SR adjustmant 75,4 588 {56 7 77.2
RPI adjustment 380 143 46.7 97.0
Dsposals (6.4} {3.2) {5.4) {15.09
Charge for yaar 23.7 R 34.2 67.8
Al 31 March 1991 4903 194.1 643.1 1,327.5
Net! book amount at 3t March 1898 3,301,7 6,201.4 1,121.5 10,714.8
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¥ 2. {b) Fixed assets by type
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Angdlan Woter Services Limfled

Non-
Specialised $peclalised Infra- Other
Qpaoralional Opearallons! structure Tangible
Assels Proporlics Assats Agsels Total
£m £m £m em £m
Gross replacement cost
Al 31 March 1990 2,488.6 87.0 2,920.0 83.0 5,578.6
AMP/SIA adjustment 64.1 {33.7) 5,288,4 121 5,330.9
RP! adjustimeont 210.3 4.4 676.1 7.8 898.6
Disposals {0.2) - - (30.7) {30,9)
Additions 136.9 25 107.7 17.8 264.9
At 31 March 1991 2,899.7 60,2 8,992.2 90.0 12,042.1
Depreciation
At 31 March 1990 1,036.5 18.0 - 46.0 1,100.5
SIR adjustment 95.5 {16.1) - {2.2) 71,2
RPt adjustment 93.2 0.2 - 3.6 97.0
Disposals {0.2) - - (14.8) {(15.0)
Charge for year 58.0 0.6 - 11.2 67.8
Al 31 March 1991 1,281.0 2.7 - 43.8 1,327.5
Net book amount at 3t March 1991 1,618.7 571.5 8,902.2 46,2 10,714.6
(c) Not book values of fixed assals by service and by typo
Non-
Spaciolised Saocnlisad Inftn- Othat
Qperations Qparalionat strusiure Tangibla
Assals Propigttias Assely Assals Tolal
fm £m £m £m )
Waler supply 530.3 20.8 2,713.8 18.9 3,301.7
Seworage 2328 0.7 8,034.2 9.7 6,201.4
Sewerage lreatmant and disposal 8466 10.2 239.1 16.0 1,124.5
1,618.7 57.5 8,002.2 46,2 10,714.6

The analysas of lixed eseats i notos 2 (8), (b} and (¢} ncluds those of the non eppointed business. Thogo are not

sulliciantly maturiat to warranl separate diaciosute,
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