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Anplinn Water Services Limited !

Directors’ Report

The directors have pleasure in presenting thelr report and the audiled financial statements for the year ended 31 March 1994,

Principal activities and business review

Anglian Water Services Limited’s principal activities duning 10e year were the provision of drinking water and the ireatment of waste watsy

in a region approximately one-fifth the area of England and Wales. We provide drinking water to nearly four million customers and over

five million customers receive our sewerage and sewage Irealment services, A review of the Company's serormance during the year, together

with comments on the financial rasults, is cuniained on pages 5 and 6.

Rosults and dividends

The profit and loss account on page 8 shows the Company’s results, dvidends and retained profit for the year,

Fixed assets

Details of total movements in fixed asaets are shown in notes 11 and 12 on pages 15 and 16.

Rlesearch and development

Research and development activities have focused on advanced process fechnologies, diiven by the need 1o meet ever more stringent water
quality a~.d environmental regulations. Hesearch into ozone contac) tanks, designed 1o minimise the fotmation of unwanted by-products, was
incorporaied into new plant commiss:ored during the year.

On the wasle water side, we concentrated on ways of meeting the requiternents of the Urban Wastewater Treatment Directive and this included
constiuction of a demanstration plant for bip'ogical nutrient removal.

Transfors from other Group undertakings

On 31 March 1994 the Company purchasad a! book va'ue the zcthities. assets and liabilties of Anglian Water Engineering and Business
Systems Limited, a lellow subsidiary ungertaking. Further detalls are shown in note 26{b) on page 20.

On the same date the Company a'so trans'ered at bosks2lue cenan assels and fabilities Jrom s parent company, Anglian Water Pic.

Aegulation

The Comparty’s actiitees are regilated princpaty by the Water Industy Act 1991 (whith conselidated thal part of ihe Waler Act 1989 relating
10 water sep2ly and sewerage) and the conditons of an Instrumany of Appoiniment {the Licence) granied to the Company by the Secretary of
State for the Envircnment cn 1 September 1989, VWih certant exceptions, the reguiaisny provisions do not apply 10 business artivities which are
nat conneciad with the cairying out of the waler and sewerage funchons,

Under condition F of the Licence the Company 15 ebiged to peovide the Dinclor General of Water Senvices (DG) with additional accounting
infosmation I that contained in the stalutoty adcounts:, THS information ks presented in pages 22 (o 35, The regulatory information has been
prepared in accardance with guidelnes tssued by the DG,



Anglinn Water Services Limited

Directors and directors’ Interests

A list of directors at 31 March 1994 is set out below. In addition, J Adams served as a director until 26 November 1993, when he retired;

J A Simpson, P Howarlh, D G F Latham, P J Matthews, § W Smith, P Gleason, R A Pointer and D R Price served as directors until 31 January
1994, when they resigned. '

The interests of the directors i the shares of Anglian Water Plc and in options over such shares grasted under thal company’s Executive
Share Option Scheme and Shatesava Scheme are set out below,

31 March 1984 1 Apal 1993

Benefion! and family inerests in chares No.of shares Ne of hares
A F Smilh (Chairman and Managing Director) 1,063 5075
C J Mellor 3,557 1,129
J W Green b r K 3,626
. Sharesave

Schemo

Executive Share Cptron Schome 1 Aprit 1993

and

140 HMavements during the year 31 Maxch 31 March

Humber of optona . 1933 Grarted Exerosed 1994 1994
A F Smith ' 77986 10621 - 88,607 8,893
C J Mellor 75424 7,344 40852 41,616 6,724
J W Green ) 24,693 18603 - 43,246 9,916

These beneficial intzrests in shares and options ate the same as, 2nd nol additonal 1o, those disciosed in the Annual Report ol Anglian Waler Pic.
No options were eihar granted or exercised under the Sharesave Scheme, ’

No director has an interestin tha shases of the Company or any cthes Grousp company other than as shown above.

Options granted unster the Sharesare Scheme are nomally evercisable within a perod of X months afier either (he Sith of seventh
annmersasy of the da'e of the stangs castact Oplons wnzer the Executve Shate Option Schome am normally exercisable dunng a peniod
commencing on the thed aanversary and endny on the fenth annoversary of grant, The dates clgrant ar = oplidn proes an: set out below,

ODanchorart  Oxtomgege : Dueplgant  Optoapnee
Sharesave Scheme 12 December 1983 £1.76 BExecutive Share Qrtion Scheme 10 danuary 1981 £33
Sharesawe Scheme 6 Decoviher 1990 £267 Bsepistive Sham Opton Schwme 7 December 1891 £3.26
Sharesawe Scharme 30 December 1591 0gn Bvooutive Shate Oplion Schome 24Jdune 1992 £395
Sharesave Schame 21 Dezembar 1992 £2e° Expeastive Share Option Scheme 15 Gocember 1992 £4783
Sharegave Scheme 20 Decembear 1933 £ BExpoulive Share Opton Scheme 7 Juty 1893 €474

Exgcutive Share Opton Sthome 19 Febrvary 1890 £293 Beeidve Share Opton Scheme 1 December 1993 £530
Exscutive Share Opon Schome 20 June 1930 £293

Options exarcsed dunng the year were at 8 weighied averane price of £313 under the Exetutve Shere Option Scheme,
No director had during the year or has a matanal intevest in any contract of opmlicance 1o which the Company or any of its subsidiaries is or
was a parly



Anglian Waler Senvices Limited

Directors’ Report

Employaes }
Employees are kopt informed on matters alfecting them and made aware of the general financial and economic factors influencing the
Compary's parformance. We operate a sysiematic approach to employee communication through regutar briefings, presentations and the
wica cn. ulation of the Company newspaper. Share oplion schemes are m place which encourage parlicipation in the Company’s performance,
We are an equal opporlunities employer and applications for employment [fom disabled persons are fully and fairly considered having regard
to the aptitudes and abilities of the applicant. in the evant of disability, every effort is made to ensure that employment with the Cqmpany
continues and appropriate iraining, career development and promotion of a disabled person should, as far as possible, be identical to that of

other employees.

Liabitity Insurance
The Company maintains insuranca tr:der Section 310(3) of the Comparues Act 1985 for its officers against Liabilities incurred in relation to

the Company.

Auditors
The auditors of the Campany, Price Wateihouse, have indicated their wilingness 1o continue in office and a resolution proposing: therr

reappoiniment will be put 13 the Annuai Ceneral Meeling.

By order of the Board - ” 6 June 1994

Boger Dickinson ™S

Company Secretary

Regstared Offics:

Anglian Housa.

Ambury foad,

Huntingdon,

sambridgeshre PE18 6NZ fepistered in England No. 2366656



Anglian Water Serviees Limfted

Operating and Financial Review

Accounting Standards

*

The 1934 directors’ report and financial statements have been produced in accordance with the standards issued by the Accounting Standards
Board and this review has been prepared In accordance with the guidance sel out in the “Cperaling and Finangial Review" statement
published in July 1993,

The 1993 report Included carly adoption of the requirements of Financial Reporting Standard (FRS) 3 ~ Reporting Financial Performance.

The accounting treatment adopled for the Company's capilal instruments complies with FRS4 (Capital Instruments), and we are unaifected by
FRSS (Reporling the Substance of Transactions).

Cperaling Results

Turnover for the year increased by £33.6m from £563.2m 1o £596.8m. This represents an increase of 6.0%, almos! all of which arose from price
increases in accordance with the pric controls agreed at the tlime of privatisation. The effect of the recession continued to be felt in 1993794,
Belore the »ffect of price increases and new connections, metered income was down about 7.0%. Some 20,100 new houses were connected to
our waler system, a small increase over 1992/93,

The regulatory (RPI+K) price control fonnvia allowed us ta increase chaiges by RPE+55%:. However, as in the previous yzar, we passed on
some ol the benefils secured from efficiency initiatives and lower capital infiation by abating ourincrease by 0.5%. This equates to a £2.5m
reduction in charges to our customers.

Afr Petm’mo’: Imnlemenle’;

* % %

1950/91 17 55 55
1991792 97 55 55
1952/93 . 43 55 50
199394 30 53 50

“As af Neverniber in the precedng your

Some 94% of tutngver in tite year came from ma'n chasges for water, sencrage and trade effivent sevices, Some 75% of this was vnmeasuraed
and 25% measured. This ratio will change significantly as we progresshely miroduoe a programme of compulsory metering over the next 35—
20 yeass (all new groperties have been mefered since 1990), Proptess on the melesing programme will depend on the agreement reached on
funding this investmant durtng the X seilng process.

Operating co3ts have shoan a 51% inceease om £247.6m 1o £365.4m [beisie restroticring costs). Inflation added some 28% 1o our costs.
Depreciation (et ¢f amestisaticn of defemed grants and conttibutions) inceased from £4B 4m % £571m, a5 a resull of capital expenditure,
Around £13 bitian of imvestment has been undadaken snoe povatisation and increasing depreciation ©osts will continue 1o feature as the
eftect of rising fevels of capital expendiiute food thiough as charges aganel profls.

Qusing 1993 the Company commenced a sintegc sysiems meview in recognition of the need 10 become more customer focused and 10
promote an even greater elficiency M the way we opemate. The restuciuring chamge of £60.0m which has been made in this year’s accounts
represents the estmated cosis of implemnenting the resa’ts of the mview,

The infrasttucture reewals chamge desives from oo long taam ievestment plans and represents our asSessmient of the cost of maintaining our
network of underground pipes and sewers in perpetuity. AL £35.5m R is £2 4m lower than in 1993, The reduction refiects fower estimates of
future costs foliowing a review cf our asset management plan for the purposes of the Pariodic Review of K factors, Whilst actual expenditure
oninfrastructum e~ 2nance i3 shill fower than the proft and loss acoount thage, tnis ks in Tine with our plans, This frend will reverse inthe
secand hall of the decade as we undertake signficant amsunis of work on thase assets which are part of the water mains replacement and
rengaalion programme.,



Anglian Water Serviees Limited

Operating and Financial Review

The other principal arcas of increase in operating cosis are in meeling increased quality standards and new obligations £3.8m, customer
servico initiatives £2.0m, Periodic Review costs £0.9m and increased expenditure on research and development £0.7m, Against this, increased
elficiencies of £4.7m have been secured and the charge for bag debts reduced by £3.7m,

Opcrativ 3 profit for Ihe year baforo restruciuring cesls rose by 7.3% from £215 6 to £2314m, Prolils have bencfited from £1.4m profils on sale
ol properties and other fixed assets. We continue o review our assel base 1o identify surplus assels for disposal. Borrowings have increased 1o
finance the capital expenditure pregramme and net interest has risen accordingly, Our nel interest for the year al £33.1m skows an increase of
18.2%. Profit before 1ax and restructuring costs at £199.7m is 4.7% higher than In 1993,

FInancial Needs and Resources

At 31 March 1994 the Company had net borrowings of £470.6m, an increase of £103 6m over the year. The ncreéased net borrowings are
represented by £200m from leasing, and £10.0m from the European Invesiment Bank with the remainder being a decrease in investments
olisel by a decrease in the bank overdrail Before expenditure on fixed assets £339.1m, infrastruciure renewals £23.8m and after capital grants
and contribu*ons of £30.4m, he business generated o net cash alow of £340.5m in 1994,

Year end geanng (debt/debt plus equily) al 24.2% compares lo 20.5% i 1993. Net borrowings are a mixture of fixed ind variable rate debt of
£504.8m ofiset by cash and deposits, net of overdralts, of £34.2m, Borrowings include £175.7m al floating rles. The balance bewveen fixed
and fioating rate debt is aimed a1 securing funds to meel cur increasing requiremants whilst achieving the lowes! ¢ost in the medium term and
minimising axposure to shord lerm interest rate fucluations. The debt maturity profile is indicated in note 37 1o the accounts. Where attractive
opportunities have presented themselves the Company has continued to pre-fund i1s operations. Our treasury policy reflects the need to
secure funds to finance the substantial fong term capial investmant programme. Existing botawings are supplemented by fu, »er unulilised
facilities of £170m.

The Penodic Review of K to be completzd in 1994 il have a significan) impact on our botrowing requirements, since it will determine the fevel
of price increases for the second ha'f of the decacde and theteby influence profils thal can be retained to finance capital investment and the
tevel of extzrnal Eoance needed.

The Company’s balance che> shows a redyced leve! of debtors desp:ie the moease un tumover, Out new biling syslem introduced in 1993
has helped 10 mproie gur debt colectian performance.

Sharcholdess’ Return and Value Created

The full year dundend has been increased by 38%, a realmtrease of 2% over the average ate of inflation during the year.

Tha cutcome 5! the Pero: Renew wil be pubiched on 28 July 1934 nhen the Daecior Generl of Water Services (DG) issues new Ks for
the whole industry. The BG hag 8 duly undar .he Wiater Industry Act 1891 lo ensure that companies can finance the proper camrying out of their
functons. We conzider it essental that adequate Provision G made 1o emadble us 10 10 maisian our assels and that sutficient incentives exist 1o
improve the alficiency and quality of senites to custucners.



Angling Witer Senvices Limited

Statement of Directors’ Responsibilities

Company law requlras the direclors o prepare financ al statements for each financial year which give a trie and far view of the stale os atfzrs

of the Company and ol the profit for that period. in prepanng those financial statements, the directors are iequired 1o

o select suitable accounting policies and then apply them consistently:
W make judgernants and estimates that are reasonable and prudent;
% slale whether applicable accounting standards hava been followed, subject 1o any material departures disclosed and explained in the

financial statements;

& prepare the linancial statements on the going concern basis unless it is inappropriate to presume (kat the Company will continue in business.

The directors are also respansible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the financial slatements comply with the Companies Azt 1985, They are also
responsible for safeguarding the assets of the Company and hence for 1aking reasonable steps for the prevention and detection of fraud
and other irregularities.

Auditors’ Report

Auditors’ Report to the Shareholders of Anglian Water Services Limited

Vfe have audited the financial statements on pages 8 to 21 wh:th have been propared under the historiza! cost convention and the accounting
policies set out on pages 11 and 12,

Respective responsibllitles of directors and audilors
As described above, the Company’s drectars are respons:ble for the preparaton of £nancial stalements. iLis our responsibility 1o form
an independent opinion, based on our udil on those statements and 10 fepon GUf cpimien to you,

Baslis of opinion

Ve conducted aur avdt in accemdanze with Avdiap Standands ssed by the Avding Practoes Boad An auditintludes exanunation, on

a test basis, of evidence refevant to the amounts and Joriosues o the Erancal sttements it 2'so tnolodes an assessment of the significanl
estimates and judgements made by te ¢recloss in the preparaton ol the Enancal stavments, asd o whether the accounting policies are
apprapriata o the Company’s crcumstanses, consstently appted and adoqua'e’y dsslused, )

We planned and perlanmed our aud $ 50 a5 to abtzn 2 e infomation a5 explanstons whith we Consrdemd neccssary in ofier to sovige
us with suffcient evidance 1o gre reasenatie assurance that the tnancil stalements are $00 inm Mmatonal msstatermsag, whotlio, foused by
Iraud or ather mreg [anty oF earde in fsmung Our ofnson we @S eva'vated the overal) adequacy of the presentatio 101 Aormanzasn the
financial statemanis.

Opinlon
In cur opinien the Eranceal statemaonts give a lree and far view o the ot of tfacts of the Company 21 31 March 1994 and of its profit and
c';ish lgws for the year then ended and have been properdy prepzred i accsance with the Compamies Act 1985,
N VUL ——
_‘/

Price Walerhouso & June 1994
Chatlered Accountants

and Registered Audtais

Cotnwall Count,

12 Corrnwall Street, '
Bieungt ™ 83 20T Price Naterhouse w



Anglian Waler Services Liayited

Profit and Loss Account

Before Excoplionsl
oxcopli- nal rasirucinring
roestructuring charge
chargo {note S) Total
1994 1994 1994 1643
For tho yuar endod 31 March 1294 Ko £m ) £m i £m im
Turnover from continuing cperations 2 596.8 - 586.8 5632
Operaling costs 3 (365.4) (60.0) {425.4) {347 6)
Operating profit from continuing operations 2,4 231.4 (60.0) 1714 2156
Proit on sales oi assels in continuing operations 1.4 - 1.4 32
Profit on ordinary activities hefore Interest 232.8 {60.0) 172.8 2188
Interest payable {net) 5] (334) - {33.1) {28.0)
Profit on ordinary actlvities belore and after taxation 7 198.7 (60.0) 139.7 1908
Dividends {84.4) {81.3)
Retained profit for the financial year 23 55.3 1035

No statement of total recognised gains and losses has been presentsd as a¥ gains and losses have been inciuded in the profit and loss account,

The noles on pages 11 1o 21 form part of these financal statements.
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Anplian Water Services Limited

Balance Sheet

1944 1393
Al 31 Maoreh 1994 Hotes £m £m
Flxod assats
Tangible assels " 2,3M.8 20227
Investments 12 0.2 15.0
2,302.0 2,037.7
Current assels
Investments 13 100.0 2100
Stocks 14 6.4 65
Debtors 15 96,2 103.8
Cash and depaosits 12 -
2039 3203
Creditors: amounts falling due withIn one year
Short term borrovwings 16 {67.5) {100.1)
Other creditors 16 (223.3) (209.3)
Net current (liabilitles)/assets (86.9) 109
Total assets less current liabilities 2,2151 20486
Creditors: amounts falling due atier more than one year
L.oans and other bouowings 17 (504.3) {476.9)
Other creditors 8 {64.5) {47.8)
{568.6) {5247
Provislons for liabilities and charges 18 {170.6) {103.5)
14757 1,4204
Capital and rosorves
Calfed up shase capital 22 860.0 8600
Profit and loss sccaunt 23 6157 5604
23 14757 14204

The notes or pages 11 to 21 form pant of these Enancial statements.

Approved by the Board on 6 June 1994

AF Smith
Managing Drzectnr

. IL
CJ Mallor o W
Finance Ditcctar @N d}; )




Anplinn Water Services Limited

Cash Flew Statement

1994 1833
For llie yaoar endod 31 March 1?94 ) Hotes £m ) £m
Net cash inflow from operating activities 26{a) 3439 304.4
Returns on Investments and servicing of {inance
Interest received 11.6 62
Interest paid (34.0) (25.4)
Interest element of finance lease renlal payments (7.4) (1.2}
Dividends paid (81.5) (77.8)
Net cash outflow from returns on invesimenls and servicing of finance (111.3) (98.2)
Investing actlvities
Purchase of tangible fixed assels {339.1) (278.0)
Investment in infrastructure renewals {23.8) {(154)
Grants and contributions received 30.4 331
Sales of fixed assets 2.0 38
Pucchase of Group undertaking (net of cash and cash equivatents) 26(b) {6.9) -
Investment in subsidiary undestakings 0.4 (0.1)
Investmeant in other Group underiakings 110.0 {222.0)
Investment in associated undenakings 2.4 0.1
Net cash oulllow from investng actwiies (224.5) {4785}
Net cash inlicerf{outiles) before financing 8.0 (272.3)
Financing
Loans from Anglran \Water Pic 0.0 1027
Loans from the Eurapean invesiment Bank 10.0 250
Amounts raceived under finance lease arangements 218 553
Repayments of amounts bongred {ga.n {2:3)
Capital element of finance fease renta! pryments {1.9) {0.B)
Net cast infigw from financing 26{c} 252 1799
increasel{decreasa) m cash and cash equaaients 261d} 33.2 {924}

The noles on pages 11 % 21 form past of these foantial slatements.

10
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Anglinn Water Seevices Limited
Notes to the Financial Statements

1. Accounting policies

)

The financial statements are prepared under the historical cost convertlion and in accordance wilh applicable accourling standards and, except

as disclosed in note 1¢ below, In accordance with the Companies Act 1985 The lollowing principal accounting policies hava been applied:

a. Turnover

Turnover represents the income recelvable (excluding value added tax) in the ordinary course of business for services provided.

b, Tangible fixed assets and depreciation

Tangible fixeu assels c..mpnse:

Infrastructure assots (being mains and sewers, Impounding and pumped raw water storage reservoirs, dams, sludge pipelings and sea
outfalls) comprise a network of systems. lnvestment expenditure on infrastruciure assets relating to Increases in capacily or enhancements

of the network is treated as an addition and included at cost Investment expendittre on maintaining the operating capability of the network

in accordance with efined standards of service is charged as an operating cost. No depreciation is charged on infrastructure assets because
the network of systems is reguired 1o be maintained in perpetudty and therefore has no finite economic life.

The charge for inrastructure renewals expenditure takes account of planned expenditure on maintaining the operating capability of
Infrastructure assels, in accordance with the aperational policies and standards underlying the Company's asset raanagement plan, The timing
of the investment programme and other operational considerations result in uneven patlerns of infrastructure renewals expenditure. Charges to
the profit and loss account therelore comprise actual expenditure together with accruals which recogrise planned expenditure identilied in the
asset management plan. '

Other assets (including properties, overground plant and equipment) ate included 21 cost less accumulated depreciation, Freehold land is not
depreciated. Other assels are depreciated evenly over their estimated cconomic Ines, which are principally as follows:

Operational stiucluies 40— 80 years
Buildings 30 - 60 years
Fixed plant 20 - 40 years
Vehicles, mobile plant and computers 3-10vyears

Assels in the covrse of constsuchon are not deprec:aled unt! Moy ate commissioned.

¢. Granis and contrfbuticns

Granls and contributions on capita! expenditute, cihes than ihose refatny to infmstruciuie assels, are crediled 1o & defemal account and are
released io revenve evenly over the oxpected usclul Ble of the rdfevant assel in accordance vith the provisions of the Companies Act. Grants
and coniritutions ta capital expendture on infastnuciue 25se1s ase deductcd om the oost of these assets. This policy is not in accordance .
with the provisions of the Comparies Azt but has been adopted in crder to show a true and fair view ince, as explained above, infrastructure
assols have no Daite econgmic e and hence no bas:s exists on whith o recognise such contributions as deferrad income. The financial eHect
ol this departure is disclosed in note 11, Qther grants ond conlnbutions are Crediied to profitand loss accobnt in the year to which they apply.

d. Loased assals

Wherte assets ara fnanced by teasing arrangements which transler subzianiially all the risks and rewards ©f oumership of an assel to the
tassee {finance leases), the assets ate treated a3 if they had been purchased and ihe coresponding capital cost is shown as an obligation
{o the Sessor. Leasing paynients are Ureated a3 censisting of a capital efement and Enance costs, the <apital element reducing the obligation
to the lessar, and the finance costs being writtert off to the profit and less account over the period of the lease, The assets are depreciated
over the shorter of their estimated uselul Eves and {he lease period. AY olher laases are regarded as operaling leases. Rental costs arising
under opetaling leases are expensed over the term of the fease.

n



Anplian Water Serviees Limtied

Notes to the Financial Statements

e, Investments

Investments held as tixed assats are stated al cost less any provision for permanent diminution n value.

f. Stocks and work In progress

Slocks are stated &t cost less any provision necessary 10 recognise damage and obsolescence. Work 1n progress Is valued at the lower of cost
and net reglisable value. Cosl includes labour, materials, transport and an element of overheads,

g. Pension costs

The Company is a member ol the Anglian Water Plc Group, which oparates iwo principal defined benefit pension schemes. Contnbutions
to the Group's schemes are charged to the profit and loss account so as to spread the regular cost of pensions over the average sewvice
lives of employees, in accordance with the advice of an independent qualiicd actuary, Actuanat surpluses and deficits are amortised, where

appropriate, over the average remaining service lives of employees in proportion to their expected payrolt costs.

h. Research and development

Research and development expenditure is charged to the profit and 10ss account 1n the year i which o 1s incurred

i. Deferred taxation

Tax delerred as a result of timing differences is only provided for (o the extent that there 15 a reasonable prebab:lity that such deferred taxation
will be payable in the foreseeable fulure,

2. Segmentalanalysis

‘The Directors believe that the whole of the Company’s actisties constitule a single dass ¢f business.

Befor Exceptional
erceptional  resumciuring

rastructuring charge

o e jreo 1853
3. Operaling cosls tm £m tm m
Rax matenals and consymaties 287 - 287 257
Other external charges 1789 143 193.2 1724
Stalf costs (see noe 9) 820 45.7 1227 765
Cran wotk capitatised {16.5) - {16.9) {135}
Change in stocks of finished goods asd work in progress 01 - 0.1 02

272.8 60.0 332.8 261.3
Sapreciation of tzanble fixed p3sels 589 - 58.9 486
Amoztisator of defetrcd granis and conlributions 1.8) - {1.8) 1.2)
Infrastructure renevals 355 - 355 379

365.4 60.0 425.4 3476

12




ey

e S T e e e e Tt

raint el o
o e
Sk s

7 il

g a
g S N
222y

Anphian Water Services Limied

1994 195%
4. Operating proflt £m £m
Cperaling profit is stated after charging/(grediting).

Hire of plant and mactinery 1.4 1.0
(ther ope:atig lease cosls 0.6 0.2
Research and development expenditure 3.3 286
Grants and contributions {0.4) NI
Fees paid to auditors;
for audit wotk 0.1 0.t
for other work 0.1 0.1
1954 1993
<. Exceptlional restructuring charge £m £m
Provision for severance and other reorganisation costs €0.0 -
1894 1583
€. Intarast payable {nat) tm £m
Cver’ ifs and other loans repayable whatly vathy fve years 1.3 07
Lo IBITMIOANS {any past repayable alter fve years) 357 316
Finance leases 5.6 53
428 376
Intarast reeeivable {3.5) (26)
334 280

katerest payal’2 on feug tesm [oans of £202m {19083 — £164m) s payatie io the parer company and includes the mdexaticn lement of the

indax hoked loan (See ngte 17) [ntenst recenabie mefudes £22m {1933 - £75m) due from other Group undeniskings.,

7. Taxalion

————

No mransiearn corpaeatam tax (abitty anses for tha year ended 31 March 1954 and no provision for delerren tmtun 18 regqunes ioe note 203,

1598 Roes
8. Olviderd's £m £m
Inteam dividand 7.0 268
Piaposed feal dustond 57.4 545
Bga 813
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Anglion Water Services Limfited

Notes 1o the Financial Statements

Belore
exceptional Exceptienal
restreciuring  rostructsing
charge chargo Yotal
1094 1994 1984 1393
9. Employce information fm £m tm fim
Stdl cosls.

Wages and salaries 68.2 20.5 88.7 64.0
Soct socunty costs 5.6 - 5.6 49
Other pensicn cos's (see note 24) 1.4 25.2 32.6 68
Employee profit share " % - 0.8 08
82.0 45.7 127.7 765
Average number of full time equivalent persons employed in the UK: 1994 1893
Number employed 3,942 3970

10. Direetars’ emolumetits

The emoluments of five ditectors (1993 — six) wete paid by Anglian Water Pz and an approprate proporon of their remuneration 15 ncluded

wilhin management rechaiges. The cumined emowments of the eectors of Anglian Water Services Limited for their sennces as duwectors

of the Company, including nianagement recharges cf £414,000 (1933 ~ £445000), are set out below.

1994 1933
£oco £000
Fees - -
Contribuionz i3 nension schemss 121 122
QOther emolumenis 728 742
845 £84
In add.tion, compensaton was pad to At J A S:mpson i respett of g2y retrernenl from exetilae ofice of
Anglan \zer Ple Futther datys may be faund 0 the attoums L tha) Comgany.
The emc.cments of the cha:xman and, m 1334, 3'20 the hghost pod Goomion excidng PERSER OOT Abylnns, were, 119 11
The emcluments of the. ybast pad drectss, ExTYERY PORTOn GIRADLLNS, Wire! - i12
The emelumeits of the droatys of the Comping Ol 7. Fandn Continons, wee wikn the lilawing manpes
B A Dyerors 1o o Direttas
B #2553 1994 1993
£0~ £50(0 1 - L6500 - ET00H0R -
£10,001 ~ £20000 i - £7000% = E£750650 2 1
£20,0C1 - £25000 - ] Lenon! - CES60D - 1
£35.001 ~ 240000 - 2 FESND ~ £50000 1 -
£45001 ~ ESHGID 1 2 E165004 - LND0D - 1
£50.001 - £55400 1 - CHOMDY - ESDIN - 1
£55,001 ~ £50.000 ] - £115001 - £320050 1 -
£60.001 - £65.000 2 2

Detts of share ¢ptions granted t0 diretlars &w shoan o the dreclos” tepoil on page 3
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Anglion Water Services Limited

Vehie 25,

Land and Inlrasteugtun Opcrational plant and

buddings asse15 struciures equipmani Tonad
. Tanglble fixed assets £ £im £m £m £m
Cost
A 31 March 1993 44.8 869.4 1,244.3 93.7 235272
Additions & 24 086 204.2 246 2298
Dispusals - - - (4.6) {4.6)
Translers [rom other Group undertakings - - - 58.4 584
AL 31 March 1994 472 968.0 1,548.5 17241 2,735.8
Grants an< contributions
At 31 March 1993 C- 471 - . - 4£7.1
Additions - 17.8 - - 179
At 31 March 1994 - 650 - - 650
Dapreciation )
At 31 March 1993 72 - 2303 449 2824
Charge for the year 10 - 426 153 589
Disposals o - - - {4.0) (4.0)
Transfers lrom ¢lher Group undertakings : - - - 317 317
AL 31 March 1994 ' 82 - 2729 87.9 3590
Net book 2amaunt
At 3t March 1934 39.0 903.0 1,2756 84.2 23018
At 31 March 1593 37E 8223 1140 488 20227

Tangible fxed assels al 31 March 1994 include £382.Em of as3¢els in the cowrse of constuction (1993 ~ £276.6m) and also include land of £8.6m
{1333 — £7.5mj wihich i not subsect 1o depreciation. in actordance with the Compzny's accounting policy there 15 no provision {or depreciation
on infractisuciure assels, ard the refated grants asd contibubons are Pt amesed,

The net bosk value of tang. ble fued asgels held under Enance feases 3131 March 12394 was £113.3m (1993 ~ £94.5m). Deprectation charged
on assets halg under finance legses auung © @ year ended 31 Mach 1834 amounied o £3.2m {1993 — £2 2m),

The Company's intere.ts in land and buldings ane a'mesl entitely frechold,

Invesiment commitmanis

The Comgany has a substantial lsag ieim anesiment programine, whithindludes expenditute 19 meel regulalery requirements, shortfalls

in perfarmance and condition and to pronidts for new desnand and growth

The comriments shown below relect the valve of owders placed and expenditum spacifically authofised bul nol placed at 31 March 1994,
Figutes queted fos coinrmilments t9 previcus years hawe representad e vahe of the 5 year capits] programme agreed in principle,

Tie dirgetzss beleve that ke distiosure adepted {n the fajures below s more reficctive of the actual commitments of the Company and pricr
yeat Equres have been testated aceordingiy,

111 10923

£m £m
Contracied far bul not provided in the Enancial statements : . 2448 2835
Autharised byt nat yet contrackid for 3250 3423

15



Anglian Witer Services T hmited

Notes to the Financial Statements

Ol
Subsidiary Othor Group Agsoraicd DALCgatn
undenakings undertakings undertaking L A Total
12. Fixed asset investments £m £m £m fin £m
Shares at cost
Al 31 March 1993 and 1994 - - - 02 0.2
Loans
AL 31 March 1993 04 12.0 24 - 148
Net movement {0.4) (12.0) (2.4) - (11.8)
At 31 March 1994 B - - - -
Total .
At 31 March 1594 - - - 0.2 0.2
At 31 March 1993 0.4 120 24 0.2 150
The assotiated underntaking, which Is reqistered and pnncipally operates in England, is:
Nom:aal
Hamber waiye o
ol ehaes share capdal % Clacs of
Actonty \LeSoue MiGsUe helg share
Gratham Casbons Limited Regeneralion of granular activated carbon 40,000 £40000 50 Ordinary £1 shares

Tha Comr.any alsa owns a number cl nen-trading cempanies. A complete ist ol subsidiary undenriakings is available on reguest o the
Company and will be filed with the aext Anntal Return 1o the Registrar ol Companies.

Consofidated accounts have nol bezn prepared es permitied urder Section 228 of the Comparies Act 1985, since the Company 1s itseli 8
wholly owned subsid:aly of Angtian Water Pic. In the oplnion o the direciors the value ol ihe Company's investments is not less than e
amount al which they are staled in the balance sheet.

12, Current assot invesimanis

Curent asse! estmenis compase loans 1o Angran Yarer Pic viith bear snlenest al commercal sales.

k{1 11 1933

14, Stacks £m m
Consumable stares 6.2 82
Waork in piogress R a3
6.4 65

The current replacemment €os? of stucks docs ok tha‘ecaly expeed the bisignicz] costs stated shove,

16



Anglian Witer Seevizes Limlted

1994 1393
15. Dabtors tm £m
Aracunts falling due within one yvear
Trade deblors 72.6 793
Amounts owed by subsidiary undertakings 0.3 -
Araounts owed by other Group underlakings 0.6 109
Other deblors 19,9 128
Prepayments and accrued income 2.9 07
96.3 1037
Amounts fatling due after more than one yoar
Other debtors - 01
96.3 1038
1994 1593
16, Creditors: amounls falling due within one year £m o
Bank loans, gverdriits and lemporary bougwings 67.0 95.0
Curient poriion of Tong term knans 0.4 05
Obhgationzs under finance leases 0.1 G8
Short term borrowings 67.5 100.%
Trade creditoss 1093 10i.0
Amouris owed to subsaiiary sndentkings - G3
Amounts awed to other Group undertaiengs 5.1 31
Recemls in advance 43.9 438
Cther taxate~ and soeal secunty 29 20
Accruals and driened neame 4.7 48
Proposaed dridend 57.4 545
COther crotitors 2233 209?'
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Anghiug Water Serslees Limlted '

Notes to the Financial Statements

1994 ReR>)
17. Loans and other borrowings falling due after more than one year £m L
Rapayable wholly after five years )
12% Fixed Rate Loan 2014 (from the parent comfrany} 100.0 1000
European Investmen! Bank 1999 25,0 250
European Investment Bank 2003 10,0 -
Repayablo by Instalments, any rne of which is dua for repayment afler fivo yoars
Eurapean Investment Bank 199572007 (interest in the range 6.75 ~ 11.5%) 105.0 i05.0
Finance leases (a) 120.9 1003
Other borrowings 23.9 265
Repayable wholly within five yoars
"5t% Index Linked Loan (b) 118.7 1171
Qther loans 0.2 34
Finance leases (a) 0.1 07
Total loans and olher botrowings 504.8 4780
Less amounts included in creditors faling duge vithin one year {0.5) (in
5043 4769
Due for repayment as folloess:
Between one anc wo years 120.0 117.7
Eetwean two ang five years 31.9 193
Alter five yea:s 3524 33889
504.3 4769

(a} Amounis due undes finance leases include £3.7m (1993 — £0.1m) payable bitween one and five years and £1172m (1993 - £1C03m)
payable atter five years.

{b) The value of the capital and irterest elements of the index Linked Loan ate linked 20 movements in the Retail Price Index. The incrgasein
the capital value duneg the year of £16m (1933 ~ £4 2m) kas been taken to the proll and $o35 account as part ofinterest payable. This loan,
which iz from the parent company, 1s iepayable on 366 days notive, but kas no fixed repayment dale,

(c} Ofthe uaspacified loans and other bonoamgs £14m (1993 - E14m) ate al fced rates and the remainder are al variable rates. Loans and
other botrawings ingfude £1.4m (1993 — £14m) secured on the revenues o the Company,

1994 1933
18. Other creditors falling duo aiter moro than one yeur tm £
Trade craditats 4.6 29
fleceipls in advante 4.3 4B
Delotred grants a2nd conlnbutons 55.6 40.1

64,5 47.8
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Angllan Water Services Limfled

Infracttucture Rosifuitunng

CIWeit'G caols T
19. Provisions for llabllitias and charges £m £m im
At 31 March 1993 1022 13 1035
Chaige for the year 385 600 955
Utilised in the year ) (26.3) 2.1) (28 4)
At 31 March 1984 111.4 50,2 170.6

20. Deferred taxation

In aceordince with the Company's accounting policy there is no requirement for a provision for deferred taxalion at 31 March 1994,

1994 1933
The full potential deferred taxation fiability, calculated under the liability method at a lax rate of 33%, is: tm £m
Accelerated capilal allowances 140.5 1317
Other timing differences {62.2) (38.9)
Available tax losses {18.5) {54 3)
Advance cofporation tax available for surrender from the parent company (36.2) {233)

23.6 15.2

Had provision for deferred taxalion been made an the full hatnlity method, there would have been a tax charge of £8.4m {1993 — £11.8m).

As infrastructure assels are not depreciated, delerred taxation will crystalise only in the event of a disposal of such agsete al amounts n
excess of thelr tax wrilten dovn value. In the cpinion of the directors, the Skelihood ol a labilly crystalising in the foreseeable future §s remote.
Accelerated capital allowances on infrastruciure assets of £172.9m (1993 — £153.0m) have therelore been excluded from the amounts set out
above, assusmng atax rate of 33%

2. Commitments under operating leases

AL31 Harch 1924 the Company had commitments (0 make payments duung the next 12 month- under non- Lana zmes
bulings Omer
canceifable operaling leases whch exgure as oo ¢ £m £m
deteeen one and fve years - 03
After five yesrs 1e13] -
06 03 |
1994 1993
22. Share capiial o om
Auttiorised
COrdinary shares ¢! £1 ¢wh B860,0 §600

e ESY

Allotted, Issued and fulty pald

Crdinary shates of £1 eazh 860.0 8600
Shon Prote and 1998 1993
coply oo ansmem Totsl Tool

23. Hovement In sharcholders’ funds €m £ £m £m

Al beginning of yeulr 8690 5604 1,420.4 13109

Profit for the finarncial year - 1397 139.7 19038

Dividends - {B84.4) (8a.4) 161 3)

EN e e — —— _ rtee sz s-.-..i

Al end of yoar ECOD 6187 1,475.7 14204 [
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Anglian Water Seryices Limited
Notes to the Financial Statements

24, Ponston commitments

The Company 3 a member af the Anatian Water Ple Group. The Group nperates pension schemes covering the majority of its employ2es

The two prncipal schemes are the Anglian Weler Mirrol fmage Pensiun Scheme and the Anghan Water Perisian Scheme, These schemes are

bath of the defined benefit type. The administration and investment of the pension junds are main

the Group. Further detanls may be found within the accounls of Anglian Water Plc.

tained independently from the iinances of

The pension charge for lhe year ended 31 March 1984, befors exceptional restrucluring charge, was £7.4m (1993 - £6.8m).

25. Ultimate parent company

The Company's ultimate parent company is Anglian Waler Plc, which is registered in England, copies of whose accounts may be obtained from

the Company Secrelary, Anglian House, Ambury Road, Huntingdon, Cambridgeshire PE18 6NZ

26. Notes to the cash flow statement

1994 1993
{a) Reconciiauan ol operating proht 1o net cash infiow from operating activities £m fm
Operating profit 1714 2156
Depreciation {net of amorhisation ol deferred granis and contritutions) 57.1 484
Provisio~ forinfrastrusluze renevals 3585 3r9
Met movemertis on othor provisions 57.9 {1.9)
321.& 3000
Decreaseliincrease} n wo:king captal
Stocks 0.3 {08)
Debtors 6.9 (81
Creditors 14.8 231
22.0 44
MNet cash inligw lrom caeratng actvibes 3439 3044
. . ) 1904
b) Purchaze of Group underaking {(Anghan Viaer Engineening and Businers Systems Liniled) om
Tangitle fixed assels 20.6
Stocks 0.2
Debtors 4.1
Cash and degost. 1.2
Short term bounings {8.1)
Creditors due 13 less than gne year {6-0)
Loog lerm bormgeings {12.0)
Fair value of assets acquired -
Cash acwred 1.2
Shot term borrowings acquited (8.1}
Net eutliow of cash and cash equiva’ents m tespect of the purchase of Group undertskang (6.9}
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Angltan Water Services Limiled

leang and Jreer

BGted 7,0
26. Notes to the cash flow statement {continugd) s Taas
gl Analysls cf changes in finzncing during the year £m H !
Al beginning of pediod 478.0 2899
Cash inliow from financing 25,2 179.9
Indexation of 1oan 1.6 42
Delerred finance charges on finance legse arrangements - 40
At end of perod 504.8 478.0
Chango m year

1994 1993 1884 1893
d) Analysis of cash and cash equivalents as shown in the bafance sheet £m m £m fm
Cash and deposits 1.2 - 1.2 -
Bank toans, overdrafts and temporary borrowings {67.0) (92.0} 32.6 {924)

{65.8) {99.0) 332 (92 zﬂ




Anglinn Water Services Limited

Statement of Directors’ Responsibilities

for Regulatory Information

Further to tive requirements of company law, the direclors are required to prepare accounting statements which comply with "’.e requirements

of Condition F of the Instrument of Appointment of the Company as a water and sewerage underiaker under the Water Inclusiry Aci 1991 and

Regulatory Accounting Guidelings issued by the Oflice of Water Services, This additionally requires the directors 1o:

L confirm that, in their opinion, the Company has sufiicient financial and management resources for the next iwelve months;

x confirm tnet, in thelr opinion, the Company has sulficient righls and assets which would enable a spacial administrator to manage lhe
affairs, business and property of the Company; J

| report to the Dirgcior General of Water Sarvices changes in the Company's aclivities which may be malerial in relation to the
Company's ability to finance its regulated activities;

n underlake transactions entered into by the appointed business, with or for the benefit of asseciated compznies or other businesses
or attivities of the appointed business, at arms length; |

] keep proper accounting records wWhich comply with Condition

These responsibihties are additional o those already set out on page 7.

Notes on Regulatory information

*, General

As discussed in the diestys” report on page 2, the Co.npany’s activites are regutated by the conditions of a Licence granted 1o the Company
by the Secrelary of State for the Ervisonment, Vith cernain exteplions, the regutalony provisons do not apply to business activities whichare
nol connected with the canrying aut of the water and sewerage functions,

An analysis of the histens cost profit and ioss accountis o100l on page 23, An historo cost balants sheet is shown on page 9. A current cost
profit and fass account and batince sheel ate shown on page 25 Cther cutrend Cust dstlosures 2ppear 09 pages 27 10 34, Audivonal
information required by the Licence is shown on pages 2310 25.

Under the Regutalory Accounting Guidetines the ttectmen! of conan tumover and expendiure lems difiers fiom that disciased in the statutory
accounts. Since the lumever, aperating ot and net aparating acsets of nan-appomied activtes fall below defined matenalily thresholds, the
total business of the Cemaany bas been treated a3 the appointed busness in these regidalony stalements,

2. #froteciion of the reguialed business

() In the ogiman of the direciars, the Comjtamy wi have &vadable 1o 4 sutitiont francal resources and faciiities to enable it 1o camy out,
{or ol .2ask the mext 12 mantha, the mgutaled activities [mendng the investment pogramme necessary o fulll its obligations under
tha Appointnenl)

{ii} Inthe oginion of the drectars the Company wid, for al least the ned 12 months, have available 10 1t management resources which are
sufficient 13 enable it to catry cul thesa functons

3. Ringfencing

In the opnion of the dirsctors, the Comparny was in comgTance with pamgraph 31 of Condiion K of the Licznce throughout the year
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Angllan Water Services Limlied

Historic Cost Profit and LLoss Account

1594 I
For the year onded 31 March 1994 . tm £m
Turnover 594.9 5615
Operaling costs {423.4) 1347.G)
QOperating Income 1.4 3.2
Oporating profit 1709 2171
Other income 1.9 .7
Interest payable (net) {33.1) (28.0)
Profit on ordinary activitios before and afier taxation 139.7 1380.8
Dividands (84.49} (81.3)
Retalned profit for tha year 585.3 109.5

“After an exceptional restructunng charge of EG0.0m.

Additional Information Required by the Licence

1. Accounting policies

The accountng pofivies are sct cul 0n peges *1 and 12, except thal, as roled on page 22, under the Regulatory Accounting Guidelnes certain

wingver and expenditure iteins are treated diffeently tin the regulatory accounia,

2. Informailon In relaticn to atlccations and apporticnments batween the appolnted and any other business or activity of the

appointee or assoclated company

The ron-2ppointed busimesses efale matnly to recteat ., lesure end the provision oF engneenng senaces, A proportion of the operating
casts refating to thase activives is direclly incurred ard does not requae aliozation. Other relevant oosls have been allocated accerding to lime

spent on lhese actvities

3. Altocation to principat servico

T

() Operating ensls are incumed dinectly by specifs senvme and have ned teguied aliocaten, indiec] costs are alocated on either a causal

ling bas:s or azcording lo local managms” assessments, The allocat:on ta printipa! service of the thame Lot mistmicinie renewals 15

based an the ool managemen) plan,

{n) Capiafcests The maonty of captal conts, and hence the related Copeciation chages, are intured Cuettly by specilic service and have

not requved alleeation
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Anglian Water Senvices Limited ’
Additional Information Required by the Licence

4. Informatlon in respect of transactions with any other business or activity of the appolintee or any associated company

To tha best of (he directors’ knowledge, all appropnate lransactions with associaled companies have been disclosed in notes (a} to (g} befow
{2} Borrowlings or sums lent

Sums lent by the appainlee 1o associated companies:

Prncspal amsynt Repayment Intecost rale

Borrower . fm date %

Anglian Water Plc 1000 Byagreoment 3 month UBID
Sums borrowed by the appolntee from associated companies:

Punupat amourd Repayment Intcees] rawe

Lender £m date %

Anghan Wates Ple — index linked loan 1187 3565 days ntdce 5%

- fixed rate loan ‘ 1000 2014 12

——

*The loan bears mierest of 5%, Howeves, the value of the capital and interest clements dre knved fo movemenis «n the Retdd Price Indax The increase i the
capital va'ue during the year was £16m

In additien to the amounts shawin above, Joans of £124 8m disclosed in the 1993 accounts were repaid by, and £2.9m re 3¢ 115 assocaicd

companies inaceendance with the tetms of the respective agreements.

{b) Dividends pald to associated undartakings

Dunng the year dividends of £81.5m were pa:d 10 Anghar: ‘Water Pic. Tius compnsed a fnzd “Svidend for the year endz! TRL ey T

of £54.5m and an nterim disdend for the y=ar enoed 31 March 1994 of £270m. The iterim and proposed lingl dindend for 1wt iepress .
a 3.8% increasa over 1993, which amounts 1o a 102l intrease of 2190 (rer the avera e aie o11053hen L o1y *ha ear

(c} Guaraniees/securitizs

Azt Fepayment Inte-ont rote
The appoiniee bras guaranteed the follpang bongwings of Anghan Water Plz; £m e %
Index Linked Loan Stock 1187 2008 5
Fixed Rate Bond ' 1000 2014 12

(d) Transfors of assetsflabllities

On 31 March 1934 the Company puchasnd 25 bock valus the agtutios, 45563 and Labibes of Anglan Waler Engeenng and Business
Systems Limited, a leligw subsidary undataleng Theoe attvibies compased he £ovenn of enonecrng, computing, customer accounting
and exchequer services pancicaly to thz Company Deta’s of the ausets and babhites purchased sre set out wnole 26(b) on page 20.

On the same date, the Company a’so purchazod 21 botk v2've contzn asyels and kalvlies fom is parert company, Anghan Vialer Plc, a3 2at

cut below: m
Tang ble [xed 4ssels 52
Cebtoes [¢]:]
Shon tetm bonoangs 05
Creditors due o less than ene yaaur {35)
T =y

&

In adgitan, the Company a'zo puzchased dunng the year 51 book valve, tang e bxed 855215 of £0.8m from 15 subsid:ary underizkings
F Smith & Son {(3timsty) Limiled and Flumbsuses Linkicd
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Anglan Wader Serviees Limfted

{e} Supply of services

Services supphed by the appoinlee 1o associaled companes:

Ya'ue
Hawre of ransaction Company Torms of supply £m
Rental and use of office accommodation Anglian Water Engineering and Market rent or alfocation of cost 14
Businese Syslems Lunited
Rental of ollice accommodation Anglian Water Plc Markel rent 02
Othier services Various Market ratess 08
24
L
Tuznover
Services supphed to tha appointee by associated companies: of associated
company \alue
Hature of ransaction Cempany i . Terms of supply fm
Supnly of customer actounting, exchequer Anglian Water Engineering and 592  Atcosto!f supply 365
and cornpuler services Business Systems Limited
Eupp' of engineering, dosijn and project Anglran Water Engingering and 592  Atcostof supply 213
control secvices Busiress Sysiems Limnited
Management charge Annian Water Plg 112  Recharge of appropriate costs 9.7
Engineering, construction and fabrcation Anglian H & G Limted 264  Compelitive tendering/ 168
- negotiated markel rates
Engineenng, construction and fabication Aqualine Ehgmemmg Senvices Limuted 47  Compefitive tendering/ | W 30
negotiated markel rates
Wall-dnliing F.Smth& Son {Gremsty) Limited . 15  Negolialed merket rates 0.7
Supply of granuiar actnated casban Gea'ham Cabons Liniited 24  Atcostof supply under terms 1.3
ol joint venture agreement
Insurance cervices Rutland (rsurante Somepany Limt 18 Negotisted market rates 17
Engiceenng, constiuctan asd Bbucaton Fatm Gis Lemied 24 Compeliwe tendering 24
Plumling services Fiumboure Lerted 43 Negotialed markel rales a5
Engincesing, constructen and fabidcaton Posesater Limled <7  Compelitive lendening 13
Engreenng, constiveton and fabncaton Pure Roceaater Limied 351 Competitive tendenung 04
Enginesring, constuchan and abesatan Modie Water Produtts Lasipd 26  Competitive lendering 04
Cther seraces Alpheus Ervaonmental Limited 17  Negoliated markei rates 02
863
A —]

" Fiuis totalineludes ameunss af EER 4 whazty wers £330 s 00 by 20 appo e bumaness

(f} Omisslons of rights

Ho matenat omissions teak glace dizing the year

{g) Walvare

Thete weret no matenal vawers dunng the yeat
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Anzlian YWater Serviees Lhmited

Current Cost Financial Statements

1994 1943
Current cost proilt and loss agcount for the year ended 31 March 1894 Hotes £in £m
Turnover 2 5904.9 5615
Qperaling cosls 4 (472.2) 1378.2)
Operating income 3 1.4 3.2

1241 1865
Working capital adjustment 1(d) 3.3 ‘ 1.
Current cost operating profit 127.4* 1883
Other income 1.9 1.7
Interest payable (net) (33.1) {28.0)
Financing adjustment 1{d) 8.3 57
Current cost profit atwributable to shareholdurs 104.5 167.7
Dividends (84.4) (81.3)
Current cost profit retained 7 . 201 6.4
*Alter an exceplional restuciuring charge of F60.0:
1994 1933
Current cost balance cheet at 31 24arch 1984 Notes £m tm
Assels employed
Frezd asscts A 12,890.4 11,8744
Thurd party cootidusens since 21 Masch 1990 (314.0) (2525}
12.576.4 116319
Working capeal & (171.2) (1454}
Net operating assels 12,3052 11,4865
Cash and taesiments 100.2 2250
Man-trada debiors 07 19
Dwdands payatle (57.4) 1545}
Omer nan-rade crodiiors ¢ue wiun one ye {10.4} {1032)
Cragitons due alier one year (5132) {484.8)
Provisinns lor Takilies ad charges 58,2} {1.3)
Net assats omployed 11,8059 11,0697 l
Financed hy
Called up shae capa) 850D 1]
Pratit and g5 ascoum 7 26935 2494
Cugrent costesene 8 10,676.4 89603
Total capita$ and resarves 11,2059 11,0687 |
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1394 1933
Current cost cash flow statement for the year unded 31 March 1994 Note £m £m
Net cash inflow from operating activities 9 343.9 304.4
Returns on investments and servicing of finance

Intarest receivod 11.6 6.2
Interest paid {34.0) {254}
interest element of finance lease rental payments (7.4) (12)
Dividends paid (81.5) {77.8)
Net cash oulflow from returns on investments and servicing of finance {111.3} 198.2)
Invasting actlvities

Gross cost of purchase of tixed assets {352.9) {2934)
Grants and contributions receivea 304 331
investment in Group and associated undertakings 1059 {2220
Sales of fixed assets 2.0 38
Net cash outflow from investing zctivities {224.6) (478.5) ]
Net eash inflow/{outflow) before firancing 8.0 (272m
Financing

Capital ciement of finance lease rental payments (1.9} 10.8)
New medium/lang lerm loans {nel) 27.1 1807
Net cash, low frem financing 252 1788
increazedidecreass) in cash and cash equaa'ensts 332 (924).
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Angilan Water Services Limited g
Notes to the Current Cost Financial Statements

1. Accounting policles

(n) Gorneral

These accounts have been prepared in accordance wilh guidance Issued by he Director General of Wate/ Services for modified real terms
financial statements suitable for regulation in the water Industry. They measure profitability on the basis of reat financial capital maintenance, in
the cotilext of assets which are valued al thelr current cost value to Ihe business with lhe exception of assets acquirad prior to 31 March 1990,

The accounting policies used are the same as those afiopted in the statutory histarical cos| accounts, except as sel oul kelow.

(b) Tanglble fixed assets

Assets acquired prior to 31 March 1990 and in operationai use are valued atlhe replacement cost of their operating capability. To the extent that
the tegulatory regime does not allow such assets o earn 2 relurn high enough 1o justify shat value, this representis a modification of the value
{0 the business principle.

No provision is made for possible funding of future replacements of assets by contributions trom tnird parties and, to the extent that some o?
those assets would on replacement be so funded, replacement cos: agans differs from value to the business. Redundant assets are valued al

their recoversble amaunts.

Land and Buildings

Non-specialised operational propecties are valued on the basis of open market valu for existing use as par! of the penodic assel management
plan (AMP) reviews and are expressed in real terms by indexation using the Retail Price Index {RP)) thereatter.

Speciatised operationa’ groperies acquired since 31 March 1990 are valued at the lower of depreciated replacement cost and recoverable
amount, restated annually between peticaic AMP reviews by adjusting for inflalion a8 mezsured by ¢t 425 in the RPL The unamortised
portion of third party contribulions seceived is deducled in amiving at net operating assels{as described below).

Infrastructuro assots

Mgins, sewers, impounding and pumped raw waler stomge resenvoirs, dams, siudge pipetnes and sea outfalls 2ie valyed at replacement cOsL,
determined principally on the basis of data provided by the AP '

A process of contsnuing refnement of assel tecords is expented to produce adjustments (o exisiing values when perindic reviews of the AMP
take place. In the infervening years, values are fesiated to §aka account of changes in the general level of inliation, as measyrad by changes in
the RPI over the yeas

Other fixed assols

All gther Gxed aseats ate valued pedodically al depreciaied replacemient €osis. Beween pernodic AMP reviews, values are restaled tor inflation
as measuned by changes in the RPL

Surplus land

Surplus land is valved al recsveratiie amount {atemg tto aceount thal pan of any proceeds 1o be passed ©n t0 cusslomers gnder condition 8 of
the Licence.

28




Anglizn Water Services Limited

(c) Grants and othier third party contributlons

Granls, infrastructure chargas. and other third party coniributions received since 31 March 1920 are car-ied forward 10 the exlent that
any balance has not been credited to revenue. The balance carried forward 15 alter 1estatement for the change i the RPI for the year.
This balance is treated as for deferred income.

{d) Reatl financial capital maintenance adjustments

Theso adjustments are made te hislorical cost profit in order to arfive at prolit after the maintenance of inancial szpital in real L2rms;

Depreciation adjustiment — this Is the difference between depreciation based on the current cost value of assels in these accounis and
depreciation charged in arriving at historical cost profit.

.

Disposal of lixed assets adjustment ~ the difference between the values of reallsed assers inthese current cost accounts and in the histonza!

cost accounts.

The depreciation adjusiment and disposai of fixed assets adjustment are incorporated within operating costs in the profil and loss acconnt,

Working capital adjustment — Ihis is calsulated by applying the changes ia the RPl over the year to the opening total of rade deblors and stock

less trade creditors,

Financing adjustirient - this js caloulated by applying the changes in the RPI over the year to the opaning balence of net finance, which
comprises alt monetary assets and liabilites in the balance sheet apant from those included in working capial and dividends payable.

Vrater Sawecage Total Warer Seveeaso Total

sarvices services 1 EOTVIZES. Tenmges 1953

2. Turnover £ tm tm £m fm £m
Measured T29 515 124.4 732 488 1220
Unmeasured 1654 2517 {171 1534 2342 KUTA
Teade etfivent - 169 169 - 143 149
Revenue grants 04 - 04 04 - 04
Non tariff basket chasges 119 63 182 i23 56 17.9
Rechaigeable work 74 03 74 B3 0z 83
Other 43 6.2 105 48 58 104
Total urnover 16240 3329 5949 2520 3095 561.5
w14 1933

3. Opaating incomo T m
Profit on sa’es of fxcy assels 1.4 32
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Anglian Waler Services Limited

Notes to the Current Cost Financial Statements

4. Analysls of operating costs and fixed asset net book values by service

Sorvice Analysis

&

Business Analysls

water Suppiyr o Severage Sorancs ) _
Resources T _ w;'m Sedgo Sowage  Seieago
and AT Sevade  lreatmont TLU temces | Costemer  Soentfic Cost ol
treaiment Dhslnbubun sub+sral  Beweorage  Ueatment & dspatal cubtotal subtotl SOrLes sorvites  regulation
£m £m o £ £m £m £m £m £m £m £m
- ]
Direct cosls:
Employment ¢osls 58 114 17.2 3.7 136 1.3 14,9 18.6
Power 7.6 83 129 29 96 05 101 130
Agencies - - (03) - - - (0.3}
Hired & conltracted services 16 39 55 g5 4.1 62 10,3 188
Materials and consumables 45 56 101 16 53 08 6.1 77
Service charges 62 - 62 67 30 - 30 a7
Other direct costs Qs 05 09 53 06 01 07 10
Total direct costs 26.1 267 528 17 4 262 89 45.1 625 166 6.8 27
General and support expendiure 120 i83 3023 137 130 10 200 337 126 07 1.3
Functional expenditure 381 480 831 an 492 159 65.1 @52 292 75 40
Capudal costs:
CC depreciation 249 81 320 94 442 17 4589 583
Infrastruclure renawats expenditure 02 168 170 82 11 - i1 93
Infrastructure ienewals | ;
accnal/{prepayment) 01 1086 07 06 {09 - 09 (@5
Functional cozts €33 805 1438 481 Q36 176 12 1683
Total includ:ng business
analyss 1845 1733
Rates 161 a8
Ooubiul debts 61 69
Exsaptional tems I 299
Business activiles
capial oo3ts 63 68 ;
Service cusls 2231 2327 |
Surices fog hud partes 15 1 13
Total costs . 2382 2340 \
1933 Total co3t3 1856 zezﬂ
Fixad asset net book values® |
Semice ectiil €3 74156 20036 A7ES2  RBN4D 30084 65 10549 BEEES
Business azlutes €26 170 538 703"
|
Service tota's 3P:68  T7E3ID 11058 R9338,
Survice asse’s i |
thisd partes 1135 103
Tolal MEA valuos 23,9403 8,950.1
1993 Tetat MEA values 27526 121 5[

*On & rraderm equivalent asoel (MIA) B3k
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Sewage
5, Fixed assets Wer heatment
supply Sgwerage & disposal Towt
(a) Fixed assels by service tm £m £m £m
Gross replacement cost )
At 31 M -k 1893 43243 7.048.3 2,056.3 13,4289
AMP adjusimeant {no‘e 8} {23.3) 649.1 (215.1) 410.7
AP adjustment 989 1771 423 3183
Disposals 21) (1.0 (1.8) (4.9)
Additions 1920 86.0 843 362.3
Transfers frorm Group undertakings 257 120 207 584
At 31 March 1994 46155 797185 19867 14,573.7
Depreclation
At 31 March 1983 5717 226.8 756.0 1,5545
AMP adjustment (note 8) 361 (105.6) 303 (39.2)
RPt adjustment 140 28 181 34.9
Disposals {1.8) (0.9) {15) 4.2y
Charge for the year 416 i06 534 1058
Translers from Group undertakings 136 6.7 11.4 37
At 31 March 1994 . 6782 140.4 867.7 1.683.3
Net beok amount
At 31 March 1994 3,9403 7,831.1 1,119.0 12,890.4
At 31 March 1993 47526 68215 13003 118744
Specatsed  Nomespecalogs iy~ Onher
eperatonal oot onal stuttare tangible
acnets asus atnels Assels Towal
(b} Fixed assels by type B £m Cm £m £m £m
Gross replacement cost
Al 31 Masch 1993 34450 639 92,7833 1257 134289
AMP adjustment {ncte 8) £300.1) a0 700 08 4107
AP adjusiment 723 18 202 29 3183
Disposa'y - - - 149) (4.9)
Additrons 2032 23 1312 255 3623
Transfers from Group undenakings - - - 584 584
AL31 March 1934 34204 Ga 108608 208. 145737
Deproclation
At 33 March 1993 14609 42 - 694 15545
AMP adjustment (not2 8) {365) 145 - {17.8) 38.2)
RPIl adjustment 333 04 - 1.2 349
Disposals - - - £4.2) {4.2)
Charge tof the year 92.1 05 - 130 1056
Teansfers from Group undertakings - - - 317 317
AL 3i March 1924 15700 200 - 833 16833
Net back amount
At 31 Mxrch 1994 12504 64.0 10,860.2 1152 12,680.4
MA31 Marsh 1893 1964.1 €57 9,78B3 563 11,8744
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Aunpliun Wuter Services Limited

Notes to the Current Cost Financial Statements

Specalsed

Nanspaciahted

i~

LT

5. Fixed assets (conlinued) operatonal oparatonal Ghreture [
) 35015 n55e15 & @lb accer Total
{c) Net book valua of fixed assels by sorvice and by lypa £ Lm . gm - £m
Watur 51pply 691.4 3538 31407 724 39403
& «Jerage 188.5 46 7,6264 16 7,831.1
Sewage treatment & disposal 9705 238 93.7 312 1.119.0
AL 31 March 1994 4,850.4 64.0 10,860.8 115.2 . 12,890.4
1994 1933
€, Working capital £m £m
Stocks 6.4 €5
Trade deblors 757 793
Working cash balances 1.2 -
Trade credilors (35.1) (22.9)
Short term capitat creditors {74.2) {78.1)
Infrastructure renewals acecrual (111.4) (102.2)
Other rade accruals (29.6) (342)
Payroll related taxes and social security contributions (2.5) {2.0)
Group trade (creditors)/debtors (1.2) 85
Other shont term Group creditors (3.0) (1.0)
Prepayments 2.9 07
(171.2) {145.4)
19%4 Wil
7. Current cost profit and loss account £m tm
At baginmng of year 249.4 1630
Hetzined gofit oy he year 20.1 864
At end of yoar 2695 2484
1902 1933
8. Currentcostresorve £m £m
Al beginaing cf year 9,860,3 97544
AMP adjustmeny (a) 449.9 -
RPiI adiustments
Fixed assels 283.4 ?168
Working capityl {3.3) {1.8)
Financing (8.3) (57)
Defersed grants and contnbetions {5.9) {34)
At end of year 10,676.4 920£02

(a) In zecordance vtk the Comtpany's scocuntnyg poloy, cuitend cost goss asotd wlued and cumulatve Bepretialion have been reassessed
as at 21 March 1993 33 part of the rezent e son of the Company’'s AMP The adisstments secezsaty 10 weliet these changes are shown

above a3 an AUP ad;usiment”
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Anglian Yater Services Limited

9. Recenciliation of current cost oporating profit to net cash Inflow from oparall‘}tg activities 19:‘; 1@3;2
Curren| cost operating profit "l 27.47 1383
Current cost depreciation 105.6 799
Curreri cost profil on sales of fixed assets (1.49) {3.2)
Provision for infrastructure renewals 35,5 are
Decrease/{increase) in stocks 0.3 {0.5)
Decrease/(increase} In debtors and prapaid expenses 6.9 {18.1)
Increase in credilors and accrued expenses 14.8 231
Net meovement in restructuring provision 57.9 (1.9)
Eilect of other deferrals and accruals on operating activity cash flow {1.7) {0.9)
Working capitaf adjustment (3.3) (1.8
Other income received 1.9 1.7
Net cash inflow from operaling activities 3439 304.49

“Atier an exceptonal restructuring chargs of £60 Om
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Angliun Watee Serviees Limited
Notes to the Current Cost Financial Statements

10, Curroitt cost rolling summary

1994 1993 1352 3558
Profit and loss account £m £m m n
Turnover 594.9 571.0 538.5 4973
Operating costs (472.2) (384.6) (370.5) {350.4}
Operating inccme 1.4 33 0.1 03
Waorking capial adjustment ‘ ) 3.3 18 49 €0
Current cost operating prof’t 127.4° 1915 173.0 1532
Olher incomie 1.9 1.7 1.6 26
Interest puyable {net) {33.1) (28.5) (22.8) (190)
Financing adjustment 8.3 58 7.9 166
Current cost profit atiribitable to sharcholders 104.5 1705 1587 1534
Dwidends (84.4) (82.7) {796) (756)
Current cost profit retained .’I 20.1 878 801 773
*Ater an excepliond! rastrctunnig charge of £68 Om
1994 1993 1992 1901
Balance sheet m tm Em m
Assots employed
Fixed assets 12,8804 12,1475 11,6882 116146
Third party contnbutions sinte 31 March 1980 {313.0) (2481) {189 1) {B4.6)
Working cap:tal ~ (3712} (1487) {1Cn8) {126.3)
Het operating acsets 12,4052 11,7507 11,5883 114037
Cash and imvestments 1002 2302 20 249
tdon-rade delors 03 19 1.3 -
Dandends payable {57.4) i558) {831 149 4)
Cther non-laade cred.tnrs due vathin one year {70.4) 116586) {120) 156)
Creditors duz alter one year {513.2) {4957} {3042) {1953)
Prowisons lor alhies and chaiges {59.2) 03 (33} -
Not assels employed 11,2059 113244 11,2300 11,1523
Flnanced by
Called up shase captal 2600 BYag B3G.1 9322
Prolit and loas accouny 2695 25851 1698 944
Cutrent cost resenes 10,676.4 10,3895 10,1641 10,1257
Tolal copltal and resorvas 11,2058 113244 112300 11,1523

The hnanceat i 2imaton sol out abew 231 (he threa years ended 31 March 199315 based on the aud 22 curend cool fnantia]l siatements for
thode yeas, as adiusted to 1933484 pces for changes m the Retad Pnee tagtex,
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Angliun Water Services Limited

Auditors’ Report

Auditors’ Report to the Director General of Water Services

Wa have audited ihe financial statemenis and other information on pages 23 to 34.

Respeclivo responsibilities of directors and auditors

As doscribed un page 22, (he Company's directors ara rasponsible lor the preparation of financial statements. it is our respensibility 1o farm

an independent cpinion, based on our audil, on those stalements and to report cur opinion o youn

Basis of opinion

We conducted our audit in accordance with Auditing Standards Issued by the Auditing Practices Board, An audit inciudes examination, on a
test basis, of evidence relevant to the amounts and disclosures in the financlat slatements, it also includas an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and o whe.haer the accounting policies are
appropriate 1o the Company’s circumstances, censistently applicd and adequately disclosed.

We planned and performed ocur audil 50 as to abtain all the informalion and explanations wh'ch we considered necessary in order 10 provide
us with sufficient evidence to give reasonable assurance that the finaeicial statements are Iree from material misstatement, whether caused by

fraud or other irregutarity or eror. In Jorming our ppinion we also evaluated the overall adequac‘j! of the presentation of information i the
financial statements.

Opinion

In our opinion the financial statements and other informalion contain the information for the year 10 31 March 1994 required to be pubtished
and submitted to you by Anglian Water Senices Limited to comply with Condition F of the instrument of Appointment grarited by the Secretary
of State for the Envircnment to the Company as a water and sewerage untdeqtaker under the Water Industry Act 1991,

In respect of this information we report that in our opinion:

(a) Proper accounting recerds have been kapt by the appointee as refuired by paragraph 3 of Gondition F o the Instrument,

(b) The informatien is tn 2greement wilh the appeintee’s acoountng records, comples wih the requinements of Condition F of the Instrument,
and has been propetly peepared in accardance with the Regulatory Acounting Guidelines issued by the Qffice of Water Services.

{c) The Franc:al statements an pages 8 to 21 and peges 23 1o 25 gaw, under the hisioncal Cost Convention, a frue znd fair wew of the
frevanues, cosls, assels and abdites of the appainten and IS appointed busness

{d) The cusient cost mancial infasmaton on pagss 26 to 34 kas boen popety prepated in accordance with Rogulatony Accounting Guideline 1,
Accounting for Cusrent Cests, ssued in May 1592 by the Offioe of Waler Sexvons,

{e) The bases used for the allocation and apportionment ¢f reeenves, €55, asscls and Eabities bitween:

= v/atai supply, Sewerage and swage bestmend and Ceposal

— the apeeinted business and any other business of actiaty of the appomtoe: end

~— the appeintze and any associatad company;

are as described on page 23 and are reasanabla,

o Lo

Prico Walerhouse BJune 1994
Charteted Accountants
and Regisleted Auditars
Comwalt Courd,
19 Cernwall Simet,
Birminghara B3 207 Free Waterhiouse ”
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Glossary of Accounting Terms

In this glossary somn ol th , lerms used in the financia! stal” nenls are explained. The dofiibions arentended as a guide for thase who may nol be amilar with
soma of the accounting lenninology. They do not, howevar, replace any of tha more commonly acceplen deknitions fecognised hinancial accuuniing praclan,

Agsocinted undortaking

In tho statutory accounts (pagas 8 to 21) this means a company in which Anghan Water Servicos Limited holds 2t least 20% but not moro than 50% of 1he equily
capital, has representation on its buard of directors and participation in policy makirg, including dividends,

In the izgulatory accounts {pagns 22 1o 34) this definulion i3 extended to include any other company within the Anglian Water Ple Group.

Contingent linbllitlas -
Potential liabifities which depend on one or more uncertaln future events, Such hiabililes ate thaielors nat provided lor ia the aceounts.

Current cost accounting
A means of expressing accounting information at current price favels, the form and methodotogy of which Is in accoidance with that prescribed by the Director
General of Water Services.

Datarrod taxation

Profits arsived at lor accounkng purposes differ kem those determined for catculation of corporation tax, eg. depreciation is replaced in 1ax computations by capital
allowances, This car lead (o paymeats of tax on profit being deterred. Where thes temporary deferment of lax is expected to become payable in the near {uture, a
provision 15 made, For the Comparny no such provision s currently ne.wssary snce ve anfieipate that capital allowances wil exceed annual deprecialion charges
for the foreseeatle lulve

Depreciation
The amount charged against profits 16 relect the usage of fixed assets with a fnte econom:c ie expeclancy.

Emolunents
Earnings including salasies, bonuses, contibutons to pension schemes, and the estmated value o henelits inkind,

Finance leascs
Leases which transter substantay 3l of the risks and sewards o ownerstin of assels 10 the Company The relivan assets are trealed i the accounts 3s it they
had been purchasad, abest tha: they have 1o bo paxd for over a number ol yoars.

Flxed assalc
Assels of alory 135803 oF permanent rature, hetd for contniing use i the busness, 9. fand, buldngs, plant and machingty,

Index; linked loan
A loan issued by the pasent comparny for whueh the foved of inltrest paymients ant the trmaie c2pia repayent &'t knhed 10 movements in the Retedl Pree Index,

Infrastructuro t=newals chzigoe
An annet chuge based upon cur koag tefrm investnent piat Ths ioTecrs the £ral of rRainlammg i perpetidy the openting capability of the etk of
infrastrecture acsats ta delned stndands of seoate.

Provisions
Estmaind fatifites, the 2ctieal expedcSiures 30 wiith 208 expecied 4 Qrise i fium ACCOURIMY Perods,

Ruaservos
Tha shaso of proft ater b and hvidends iat ks retained fof recveriment try the Cormpany Tha curerd costresenes also imtlucs revaluations of Yixed assats,

Shars capital
Shard capifatis the Bemasl’ vatue of 2 compay’s shares (€1 each kor Anglion Water Seniats Limtedyratitphed by the pumber ot shares in fssus,

Sutridiary undertaking .
A company in which Az an Water Services Linited owra moes Ehin S2% of the stare cap sl arndlor has eMective cordmd of policy maxiag.
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