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SOUTH WESYTY WATER PILC

South West Water Ple operates and invests primarily in me ficlds
of water-care and waste engineering, instrumentation and process technology.
i
The principal subsidiary, South West Water Services Limited, holds the water
and sewerage appointments for the South West region.
|
Haul-Waste Limited operates the largest waste management business
in the South West region.
|
Related waste and water-care systems and services are provided
in the UK and overscas by other subsidiary and joint venture companies.
|
The Group has assets of £1.4 billion and now employs

nearly 3,000 people.

FINANCIAL HIGHLIGHTS

Year énded 31 March 1993 1992
Turnover £194.4m £166.5m
Profit beflore taxation £92.7m £90.0m
Net asscls £779.5m. $738.2m
Capital expenditure £203.7m £1724m
Farnings per share 67.9p 661p
Dividend per share - interim T8p 7.1p

-« final 15.9p 14.6p
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HMRECTORS® BIOGRAPRHICAL DETAILS

Kelth Willlam Court BA, FIPM (58), Excecutive Chalrman,
was appointed on 1 September 1989 and was chairman and
chuef exeeutive of South West Water Authority from 1 August
1447 Previcusly 17 years at Ford Motor Company where he
held a oumber of senior management appointments including
cmployee affairs director of Ford of Europe Inc He joinzd
tHue ¢Circle Industries as assistant works direetor in 1975 and
hecame o mam board director from 1978 and chief execulive
ot the UK cement and related operalions from 1983 to 1987,
Mr Court is viee chairman of the Water Servites Association
and chairman of the Water Industry Certitication Scheme,

Timothy Charles Leader BA, CEng, MIMechE, CBIM (65),
Non execntive Deputy Chalrman, was appolnted on

1 September 1989, e has held a number of senior positions
w the enginvering industry including being chief executive
of Simon Enginceriog from 1985 to 1959

William Hamilton Fraser BSe, Eurlng, CEng, FIMcchE,
CIMgt, FinstPet (55), Managing Director of South West
Water Services Limited, was appointed on 13 Seplember
1939 He held various senior management positions with
Foster Wheeler from 1964 10 1978, He was vice president with
McDermott International from 1978 to 1985 and was chairman
and chief executive officer of Humphreys & Glasgow from
1985 1o 1988,

Colln Irwin John Hamilton Drummond MA, MBA (42),

. Dlcector of Development, was appointed on 1 April 1992,
Prior 1o joiming the Company he swas a divisional chief
executive of Coats Viyella, having previously been corporate
development director of Renold ple, a strategy consultant with
The Boston Consulting Croup and an official at
The Bank of England.

Bruce Alexander Ogston Hewett BSc(Eng), MSc, Eurlng,
CEng, FICE, FIWEM, FIMgt (57), Director of Technical
and Environmental Affaics, was appointed on 1 April 1993.
He has over 39 years experience [a the water industry,
weluding 9 years with international consulting engincers on
dams, water supply and waste water schemes in the UK or
verseas. Prior to joning the Company he held senior
apponiments with Southern Water Ple, including managing

dhirectar of Southern Water Services fromi 1933 1o 1992, He was

elected to the Couneil of the Institution of Civil Engineers in
1692 and is a member of the Amercan Society of Civil
Loyuneers

Kenneth Leslle Hitl IPFA (52), Group Dircctor of Finance,
w35 appointed on 21 September 1989, He is a qualified public
finance accountant with wide experience in the water
widustry. Pror to joining the Company he was finance director
of Severn Trent Water.

Simon James Day MA (58), Non-excqutive Director,
was appointed on ! September 1989 and was a member

of South West Water Authorty from October 1983

He is a member of Devon County Counel and Plymouth
Development Corporaiion, chairman of governors of Bicion
College of Agriculture and a farmer,

Alan T Fletcher MA (58), Non-executive Director,

was appointed on 26 May 1993. He is a partner with Apax
Partners & Company Limited, deputy chairman of james Nl
Holdings Limited and chairran of Unicom Abrasives Limited,
Formerly he was chairman and chief executive of the
Wilkinson Sword Group and chief operating officer

of Swedish Match,

Lady Mary Christina Holborow {56}, Non-cxecutive
Director, was appointed on 1 September 1989 and was a
mermber of Sauth West Water Autherity from April 1980, She
has been chalrman of the Cornwall Committee of the Rural
Development Commission since 1987, is 2 member of the
Comwall & Isles of Scilly Health Authority and is on the board
of the Devon and Cornwall Training and Enterprize Council.

John Raymond Lawrence BSo(Eng), PhD (62), Non-
cxecutive Director, was appointed on 1 September 1989 and
was a member of South West Water Authority from October
1985. He was formerly a senior executive of ICI Group and
director of the 1C1 Group Environmental Laboratory. He is a
member of the advisory board of the Warren Spring
Laboratory, and a senior honorary fellow and visiting
professer, King's College, London.

Charles Spence (71), Non-exccutive Director, was
appointed on 1 September 1989 and was a member of

South West Water Authority from July 1989, He was a director
of ARC from 1968, chief executive from 1978, and chairman
from 1986 to 1989,

Stanislas Michael Yassukovich CBE (58), Non-cxecntive
Director, was appointed on 16 November 1992, He is
chairman of Cragnoti & Pantners Capital Investment (UK)
Limited, chairman of Flextech ple, vice chairman of Br'stel
& West Building Society and a non-executive director of
Henderson Administiration Group and several other
companies. He was formerly chairman of Merrill Lynch
Europe and Middle East, He has been a deputy chairman of
the Stock Exchange and from 1988 to 1991 was chairman
of the Securitics Association,



We continued to make good, brisk
progress in our third full year since
flotation, with sound performance in all
our key areas,

Qverall the impact of the large scale
modernisation and enlargement of water
and sewerage services throughout the
South West became more evident with
many customers 2nd communitles
experiencing the benefits of the extensive
improvements. We have now completed,
as planned, one third of the schemes in
our ten year capital programme. The
signtilcant headway we have made, with
aver 500 projects in progress, is already
giving an impetus 1o various aspects of
economic and environmental development
in the region.

Turning to the financial features, turnover
increased by 16.89 to £194.4 million
reflecting the substantial tariff increases in
the tegulated business and a contribution
of £10.3 million from cur other enterprises.
To a moderate degree the Income of all
our businesses was affected

by the recession.

Group operating profit rose by 2% to
£32.8 million boosted by the increase in
charge« from the Services subsidlary and

rigorous cost control, Efficiencies in water
and sewerage operations amounted to

£2 million, offsetting part of the
unavoldable cost increases necessary to
meel the higher service levels. Despite
income from interest having reduced by
£14 million as we had to draw cash to
finance the capilal programme, pre-lax
profit increased by 3% to £92.7 million.
Nearly two thirds of post-tax profit will be
reinvested in the business.

Arising out of this positive business
outcome, the Directors are recommending
a final dividend of 15.9p (with a scrip
dividend alicrnative), to total with the
interitn dividend a full year dividend of
23.7p - an increase of 9.2%.

Capitat expenditure increased by over 18%
2 nearly £204 million and, in addition to
the large number of schemes on-going
during the year, 115 major projects were
completed to plan, There was a funther

CHAIRNAN'D S1AIEMENG

e

planned shift in the priority and amount of
expeaditure on sewage treatment and
sewerage to protect the marine and
estuarial environments, This programme -~
known as 'Clear: Sweep' — has already
benefited the ourist arcas of Bude, South
Hams, South Devon, Teignmouth and
Shalden, and St Austell,

Extensive capital investment has also
provided for improvements and expansion
in water and sewage treatment units,
refurbishment and. renewal of water mains
and sewers, and upgrading of service
reservoirs, We have maintained drinking
water complizngce at its very high level and
compliance for waste water 1s

steadily improving,

'The high level of profit — derived from the
waler and sewerage services income - Is
an absolute requirement to finance the
capital works to fulfil the UK and EC legal
obligations and standards, We need large
amounts of cash cach year both to provide
directly for the capital works and, since
the level ol erpital expenditure exceeds
our income, 1¢ pay the interest on the
eapilal loans entered into 1o bridge the
difference. With a somewhat larger annual
level expected in the years ahead it is clear
that, despite the benefit of the medium
and longer term funding that bas been put
in place, there will be a conlinuing necd
to increase charges above the

present levels

It is inescapable that the environmental
and public health pelicies and compliance



CHAIRMAN S TTATEMENT

s of the European and UK
tovernments determice and drive
e eapital experditure As the operator,
we recognise the need o by o reconcile
die urgency of these reguirements both
with customer views and the financial
realities. As part of the 1995 Prriedic
Review of charges 1o be undertaken by the
Regnalator, during the year we starterd
inensive corsultation with our customers
an the extent 10 which they either
supported the current programme of
cnvirgnmental improvements to meet
mmimum legal standards, or whether they
would be willing 1o support programimes
of work that incorporated various higher
levels of environmental requirements
foreseen as becoming necessary cr still
under discussion at Governmental levels
A first assessment of responses has shown
a preference by the majority for the
current programmes involving the lower
fevel of financial commitment,
Concultations with customers will be
< tinuing, as will efforis by the company
_to secure sufficiont discretion from all the
Regulators 1o accommodare ¢ustamer
preferences.

We continued o develop our
complementary non-regulated businesses,
most of which at this stage have been
operating on a small scale relative to the
size of the maln core business, We were
particufarly pleased to acquire Houl-Waste
Limited in February from English China
Clays Ple. Haul-Waste s the leading waste
management company in the South West

Sinca the year end we have acquired
Testlink Holdings Lunited which, under is
trading name ELE, strengthens our position
in the international environmental
instrumentation market. Both of thess
acequisitions lift our non-core activities to

a considerably higher level of potentiai
contribution to wrnover and prolis.

At the last annual general meeting 1 seferred
10 the report on Financial Aspects of
Corporate Governance being prepared by
the Cadbury Committee. 1 said then that we
alieady conformed with the recommend-
ations almost in their entirety. After further
review the Board is pleased (o confira its
decision to follow fully the Comittee’s Code
of Best Practice,

After the sad deaths during the year of two
of our non-cxecutive main board directors ~
Mr Kenneth Morton and Mr Charies Stuart

~ both of whom are greatly missed, and

the retirement of Mr Bill Dickens it was
necessary to conduct professional searches
for three new board members, Mr Bruce
Hewett was appointed Director of Technical
and Environmental Affairs in a full-time
exceutive capacity, e has 30 years' broad
technical expenence in the water industry
having held senfor appointments in Southern
Water, including managing direytor of its
water services subsidiary. Mr Stanislas
YassuKeovich joined last November 4s a
non-exezutne Director. He has extensive
experience in the financial and capita!
markets. And last month we appointed

Mr Alan Fletcher as a nen-eXecuiive
Direztor He brings broad industrial and
business development experieace All three
are warmly welcomed to our Board,

In surnmary, our results reflect a third
successful full yeas for the Group.

Ins thanking my cotleagues and ali

our employees for centinuing to contribute
invaluable enthusiasm and expertise,

I confidently view the achievements

so far as an excellent basis for taking

the Group forward.

Kot
—

K W Court



FOCUS FOR THE YEAR

In each spherz of our business activities
we are totally dedicated to inproving the
quality and reliability of services Lo our
customers, Less than four years after
privatlsation this focus has produced
exceilent results,

Effective cost control and improved
operating margins have been achieved
following the successful streamtining a

year ago of our operational structure from
six districts to the three customer focused
divisions. The divisions are now delivering
higher quality services and
product reliability,

REVIEW OF ACTIVITIES
of South West Watar
Services Limitud

by W H Fraser, Managig Director

We are successfully managing a capital
expenditure programme which s
providing enormous Renelits for our
customers and the environment. Since
privatisation we have compieted 319 majur
schemes throughout the fegion, many
ahezd of schedule.

Over one third of the schemes within our
massive programme of improvements have
now been delivered. By the end of the
century we wil have invested £3,000 for
every billed customer.

We are weeting and talking with our
customers in the largest consultation
campaign carried out by our industry in
the \egion. A General Manager, Marketing,
with specific responsibility for bringing the
Cotapany closer o ils customers,

has been appeinted.

Gomploto
Gonstruction
Dosign
Appraisal

Schemo Vragress



REVIEW OF ACTIVITIES
of 8outh Wast Water

Sarvices Limited

CONSULTING OUR CUSTOMERS

Lach day Sourh Wost Water delivers 4835
nutlon lies of donking water ts homes,
asnesses and industries tiwough 14,000
lm of waier mains, and removes a similar
ataoenl of waste water for treatment via
8500 ki of sewers,

As a major provider of services in the
Seqth West, we are committed to secking
the viesvs of eur customers and
sesnending to their needs. Provision of the
hezhest standards of quality and reliability
are our primary goals

As part of our Periodic Review process,
which involves the preparation of a long-
term business plan for the Director
General of Water Services, we launched
an intensive customer consuhation
programme. It sought the views of our
customers on future levels of service and
charges and formed the basis for the
Company's Market Plan, published in

May 1093,

"+ o s cultation listened Lo the views of
stumers across 2 age and oocupational
Auoups, and included:

A independently cone reted in-depth
surveys af 2,500 custe nrs throughout out

region

M independently conducted discussions
with representabve customer panels

W tne distribution of 50,000 leaflets and
fuestionnaires 1o interested customers and

representative groups

W public mectings at focal paints across
the rejhion

X roadihionss in town and oty centres
W radio phioneans
M an cxplanatery video

W an cducational pack for schonls and
eailepes

Cur Afarket Fian
Sor frsure water
SETVICES IR Our

i region from

e scoemd bal’
af the decade
and beond,

vas publisihed

in May 1993

The key issues already identified by
customers have been the introduction of
higher standards, the rate of improvement
and the resultant increase in water bills,
During the campaign we also recelved
many positive views on the extensive
improvements we are currently delivering
tnroughout the region.

Barbara Moorbouse,
Listening 1o our customers’ views helps our Regulatory
us to plan more accurately for the future Dircctor and
,
to provide value for money services in the our Public
South West. Relations Managor,

Alan Smith, liston

to the rviews of vr.ec

of our customers

during our

exiensive customer
Y consullation

o programme




\od 1o impy,,

- ‘3‘& i’(&
L £
o fe
g
& Q"r
c.;ﬁ ')/
"‘
I ot
o
-
G
ey
patt
wt
w
ras
b
w
&
oy
"
~
L

s

Ve continued 1o
wmprove the quality
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SATISFYING OUR CUSTONERS

An uninterrupted plentiful supply of ¢ ean
drinking water, for our customers, rerains
a priority objactive of the Company.

To help us achiave this aim we invested
418 million during the course of the year
o improve our supply capability.

Earlier this year we announced plans for a

pumped storage scheme using water from

Wimbleball Reservolr, When compilote, this
scheme will significantly improve sapplies

for our customers in East Devon who have
suffered froni water restrictions In the past.
We are improving drinking water supplics

to Exeter with the completion of the

REVIEW OF AGTIVIVIER
of south West Watar

Farvices Limitec

Dunsford Hill service reservortr and the
Danes Castle service reservoir which
under constrection

Almost 5055 of water treatment works
scheduled to be improved have now been
completed, and in the year 39 service
reservoirs were refurbished. Qur mains
rchabilitation programme is ¢ in iack anu
236 km of mains were relald o1 relined,

For the third year in succession we
continued to improve the quality of
drinking water. The independent Dirinking;
Water Inspectoratz confirmed a
compliance rate of 99.7% — one of the
highest compliance rates in the country.

Comprehensive details of the tugh
standard of our drinking water quality are
included in our annual publicatien
‘Quality Matters’,

We continued our investment in leakage
detection and have developed a strategy o
reduce our overall leakage by 50 million
littes per day over the nest three years,

This year we introduced off-peak
lelevision advertising over the billing
period as part of our extensive

‘How can we help you? campaigo.

The campaign promoted our new helpline
[or any customers haviny dilliculiy in
paying thewr bills,

Our customer care programme has
ensured that we have one of the lowest
rates of disconnection for non-payment

in the country.

We also introduced new services for our
blind, deaf and disabled customaoers, as well
as subsidising the cost of Post Qffice
counter payments foy custaimers

Open Days, enabling our customers Lo see
our activities lirst hand, proved extremely
successful over the course of the yea..
Sport for All days at our water parks were
also well attended, and over 1,500 Jocal
customers 100k advantage of an
opportunity to walk inside 2 newly
completed section of a main sewer winngl
ot Teignmeuth,

g
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REVIEW OF ACTIVITIES
of Fouth West Water

Services Limited

DELWYERING THE CAPITAL
PROGRANVIME

Almiost £200 mdlion was invested in
detivenng schemes withun our capital
programme during the year By the
vear 200K e plan to spend almost
£1,400 mitlion on waste water
unprovements and over £600 million
0 improving drinking water supply.

In less than a decade we will have
reversed a contury of neglect of the
wwat i waste water infrastructure
1 the South West,

Since privatization we have
successfully coropleted 319 major
schemes. Of these schemes, 115 were
completed this year. Over 500 are

m progress

Qne of the key elements of our capital
programme is delivery of our £500
million *Clean Sweep' coastal waste
water treatment initiative, All but diree
“of the 33 improvement schemes
beneliting 81 EC designated bathing
_ waters will be campleted by 1995.

Pell Prischmann Water Limited, our
joint-venture engineering consultancy
company, continues o bring
invaluable expertise to a significant

propoftion of the enputal programme, .ﬁo
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REVIEW GF ACTIVITIES
of South Wast Water

Services Limited

Delivering the Capital Programme
(continued)

Higher standzrds of weatment requied
by the EC Urban Waste Water
Treatment Directive will also be
achicved earlier than enginally
planned. Completed schomes are
already bepefiting the tourist areas of
Bude, South Hams, South Devaon,
Teignmouth and Shaldon and

St Austell. Innovative technology 1s
being used at our scheme a1 Par in
Cornwall which will be completed this
year, The biggest of all our schemes so
far, te Penzance and 5t Ives scheme,
is well underway and includes a wnoel
for the Gwithian outfall which will

be 2.65km in length and 50 metres
below sea level.

We have continued our investment in
water supply reliability throughout tha
region. Major clean water schemes
completed include Northecombe Water
Treatment Works, benefiting large areas
of Nortk: Devon, and the extension of
Resterenel Water Treatipent Works,
serving a major part of Comwall,

New treatment technology using a
magnetile regencration pracess has
been introduced at Litlechempston
Water Treatment Works near Totnes
the largest works of its type in Europe,
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Buckland Waste
Wator Treatmeni
Works at Newiton
Abbot, part of
the £30 million
Tosgn Estuary
‘Clean Sweap'
scheme
enbancing the
bathing waters
and heackes

of Teignmauth
and Shaldon

11



12

HEVIEVY L QRVUFr SAAGLHIVIICE

EMNTERPRISE ACTIVITIES

Punag the vear we continued to develop
oap aon-regulated buasiness activities

1o bicaden the fase for future growth
and carnivgys.

The addtion of Haul-Waste Limited o the
Grunp in February 1993 was our largest
acquisition to date. The company has
extensive landfill capacity and Is the
largest waste management business in the
south Yeot. It has excellent synergies with
our existing liquid waste business and
provides a linking of expertise in dry

and liquid waste disposal.

In May 1993 we acquired Testlink
Holdings Limited which under the name
‘BLE dasigns, manufactures and distributes
matenals testing and environmental
manitonng equipment in the UK and
overseas, Togather with our existing
subsichary, pt1OX Sywtems Limted,

this acqquisition strengthens cur posiuon

in the intecnational environmental
“strumentation market,

. Dur construction services corpany,
T J CBrent} Limited, continues 1o grow
profitably and has developed a leading
pesition as a specialist civil engineering
contractor i the South West.

Our subsidiary compantes, pHOX Systems
Limited and Copa Products Limited, have
consolidated their business activities in the
ficlds of instrumentation and pro. £5¢
technology. Focused stralegies to enhance
product development and distribution
have been put in place to position the
companies compettively in their
respechive markets

We are committed o iImproving amenities
at ¢ or lakes and water parks The
proviston ef these 15 alttacting more
visiaes ty our facihtivs and to the region
as a whole Reaoford Lake now provides a
hrat-elass venue for family recreation,
attractiny national interest with its opening
thy, year for brown trout fishing,

CGur land and
PrOpCITY COmpanes
have concentrated
on developing
existing assets,
disposing of surpius
properties as
appropriate, They
are vrell placed to

take advantage of any Director of Dewelopricnl,
upturn in the property market, Colin Drummond,

and Michael Harrison,
A planning application has General Manager of
been submitied to Plymouth City Council Haul-Waste Iimited, at
to davelop surplus land at Crownhill in the Heathfield Landfiil
Plymouth. The phased oliice campus site in Devon where
development could genertate up to 2,300 electricity is generated
jobs in the area. Windsor House, an award Jrom methane gas

winning innovative and highly
environmentally friendly building, has
already been completed on the site and Is
the headquarters of the South and West
Devon Division of South West Water
Services Limited.

Weslcountry Television Limiled, a
company in which South West Waler has a
minority share, commenced broadcasting

on 1 January 1993. a“\ﬂtt‘l‘d acti. .
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We continued to dovelop our non-
regulated business activitics and
acquired Haul-Waste Limited, the
leading wasic managemaont compiany
operaiing in the Soutly West
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Completed ‘Clean
Sweep’ profacts are
already benefiting
tourist areas in owr
region. Chairman,
Keith Court, at the
apening ceremony
of the Bude Scheme
in North Cornwall
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REVIEW OF GROUP ACTIVITIES

ENHANCING OUR
ENVIRONMEN

The South West regnm s opoe o
outstanding natural beauty, attracting
almest 10 million visitors cach yeat
‘Tourism, therefore, plays a key 1ole ta the
eronomy and accounts for over £1,060)
million income cach year

Erhancement ol the envirenment is
identilied ax one of our key goals both in
our Mission Statement and Environmental

Palicy. wetivery of our programme of
improvements by the end of the decade
will prrvide a significant contribution
towards improving the quality of hfe and
economic well-being of the region.

All along our coastline inajor waste water
reatment schemes are transforming the
batiting waters and beaches. Our ‘Clean
Sweep' programme is the biggest single

investment in the environment the South
West has ever seen.

Inland waste waler treatment waorks are
being modernised bringing radicai
improvements to the region's rivers and
the aquatic environment, Innovative
treatment processes are being develeped
and deployed.

Almost 90% of our 588 waste water
treatment works now comply with
quality standards.

The award winning
Windsor House in
Plymouih is the now
headquarters for South
West Waler Services
Limited South and West
Devon Division and
forms part of a proposed
mafor officc campus
development

R £
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Falaacieg Our Eavicoament
(continprd}

Ad well a3 contbutiag to the eahanges
ment of thy lacal environment we
Ceprtanily wim 1 help protect the global
cnvironment Poergy efficiency initiatives
takien wclude registration of a Daclasation
o Commitiment with the Energy Elficiency
Olfice viur Frergy Business Plan alms to
Feddue e Consumption at existing sites by
Aloper annum South West Water Services
[mitced has the eapacity to produce a otal
ot 3 2 megawalts of power {or electricity
generation at sume 14 locatiors through
Lipchiegpnciatian and utilisation of the
methane produced from sludge digestion.

We continue 10 support community
environmental ingiatives, On many of our
sties we have introduced conservation
micasures ranging from butterfly meadows
1o barn-owl boxes. Coppicing of woodland
will provile additional valuable habitat at
several locations An arboretum is being
planned at Burrater reservoir as an
'add:l:@na[ amenity.

WWith the daevelopment of Roadford Lake,

, six of our reservorr sites have now been
designated 'wator parks'. Many other sites
previde free public access to areas of great
natural beauty enhanced by a wide range
af active revieational pursuits

Sinularly, we are very conscious of our
responsibility for histeric and
archaealepical sies We recently adjusted
the siting of a new service reservoir in
Excter following the unearthing of a 12th
century Normman castle This histerie site
will v preserved for the benefit of the
Commenity.

An annual Environmental Award Scheme
was intreduced to promote environmental
awareness amongst employees and the
first Povironmental Award was made in
1692 Thie award vanming project
provitoted the use of biadegradable
lubsicanty
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the region’s rivers and
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A binlogical
acraied filter
process
devcloped by
Sauth West
Water Services
Lymited and
our subsidiary
company,
Copa Products
Limited, is
being used at
waske water
treatment
works

An advanced micro filtraion
frres_ess usany membrane tochnology
Jor reszdual fine sold remawval in
place at em> of vur waste wascr

sroaimeni werks

REVIEW OF GROUP ACTIVITIES

GESEARCH AND DEVELOPMENT

Our programme of research and
development imo clearly focused areas of
waler-Care and waste pmcess&s;ng
lechnology 1s contnbuting 1o ngher
standards of perfenmance and et
effectuve eperatin st OUr BOrR:

Research into the use of ultra violet bght
has led 1o adoption of this method of
disinfection of waste water e(lluent, and
membrane technology has been
developed to a stage where it is being
used for advanced treatment of waste
water and petable water, Improved
physico-chemical treatment processes have
been developed to meet increasingly
stringent standards, As a result, plant using
the new processes has been instalied at
several of our waste water treatrment

rorks enabling these standards to be met,
Experiments are being carried out to
investigate the efficieney of chemical
dosing in improving primary and
secondary waste walter treatment,

The research projects designed to examine
higher rate oxidatlon processes have been
successful and systems are now in
operation at Stapton Sands, laskeard

and Plymouth,

An innovative submerged biological
reactor process has been developed joinily
by South West Water Services Limited and
Copa Products Limited. This system hay
already been introduced at two of our
waste water treatment works,

Sewage sludge technology based on low
cost disposal and beneficial vse is being
assessed to cope with the future increases
in volume. Experimental work is being
carried out jointly with Devon County
Council on the co-composting of sewage
sludpe and munieipal waste

We continued to suppart industry led
research programmes carried out by the
Puundaiicn for Water Research and the
Water Rescarch Centre

15



REVIEW OF GROUP ACTIVITIES

16 OUR EMPLOYEES

south Weut Warsd 13 proud of the
contribution its people are making to the
cantinung suoress of the Group. The year
vnelor reviews has been one of
conneicrable change and our employees
tave coped and adapted adimirably.

We have restructured our six distrizts into

theee major multifunctional ., "oas, each
led by newly appointed senior managers,

anie for Cornwall and two for Devon,

“Thie new divisions are now providing an
improved career stractere for employees,
and enhanced product quality and
customer service

‘Trauny anl development for the future
continues 1o be a priority, During the first
s years 6 ¢ ¢ Management

svelup e Yrojramme for first line
pnagers thranghout the Group, some
f40 were able to ke on additional
cezponsibilties An elditional programme
“tesr €43 first line mar.agers within our
operating, divisions will be completed by
the end of the summer.

We buegan training programmes for staff
enabling them to gain National Vocational
Qualifications (NVQs) which dencte a
level of competence recognised
throughout the water industry, Our alm {5
for alf front-line operational staff to have
ganed the NVQ relevant to them by 1995,

It a culture of change, employee
communications arn of paramount
impostance The monthly two way bricfing
system, MNews and Views, the employce
rewspaper, Seurester, and other
communication imuauves help improve
rutnal understanding between the Group
and it5 people

tiur emiployee benefits nclude a profit
channg scheme and sharesave scheme,
pnowe «chemes and a salary structure
based on resading performance

We continue 6 suppert local ehantablic
fund razsingy ac witics by many of our
cripsfoyers and the water industry’s own
appeal, Waterdid
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The: Group remains comnited (o a2 fon-
discriminatory emplayment padicy rind

makes every reasonable cffan to provide

disabied people with equal opportunities
for employn.ent, training and
developm~nt, having regard to their

particular uptitudes and abilitics.

Ceabam Waus,
Traad ¢udd,
Nteve IHamilon,
aud Vedard
Turner rocofing
their National
Vacational
Duealification
certificates from
Managing
Director, Bill
Fraser, together
with their
assessors Tony
Hamis and
Crearge Dark




The Directors submit thelr fourth anaual report and
the sudited financial statements of South West Water Ple
(the Company) and its subsidinries (the Group) for

the year ended 31 March 1993,

PRINCIPAL ACTIVITIES

The principal activities of the Group are the provision of wates-
care and waste engincering, instrusnentation and process
1erhinology. The principal subsidiary, South West Water
serviets Limited, holds the water and sewerage appomntments
i Gormwall and Devon and small areas of Somerset and
Darser During the year. the Greup acquired Haul-Waste
Limted, a South West based company engaged in waste
rranagemen Sinee the year end Testlink Holdings Limited was
aciquired as an extension of the Growp's inierests in environ-
mental instrumentation. The Group is also invelved in land and
propenty development. construction services and the provision
of recreational facilities in Devon and Cormwall,

A review of activitics for the year is given on pages 7 to 16,

FINANCIAL RESULTS

Turnover

Group wrnover for the year increased by 16.6%6 to £1944m,
Turnover of the water and sewerage business was £184.1my;
up by 15.6% in iine with tariff incrcases for the year,
Turnover of other busingss segments swas £3,1m higher at
%10.3m, including £2.3m from Haul-Waste Limited following
its aquisition by the Group,

’ Opcrating Costs
A Y 158 rise in operating costs to £i11.8m resulted from a
orogramime of improved customer service and environmental
protection by South West Water Services Limited and the
smpaet of inflatton and the acquisitions programme,

Employment eosts charged to profits inereased by 6.7% to
£34 Bm including the impact of the acquisitions programme,

Intiatives in the water and sewerage business to improve
operattonal efficiency continued, The streamlining of the
eperational structure within South West Water Services Limited
fast year has been followed by a manpower reduction, which
commenced in March 1993, These efficiencies will quickly pay
back the gnnal cost of £4.4m

Profit
Operatng profil mereased by 20.0%5 to 282 8m; the contribution
from acquisitions was net significant,

The regulated business activities are performing well, and the
water and sewerage business contributed an operating profit of
£43 2m (up 29.0°% on 1992}

Thicre was a small operating loss of £0.4m (1992 £0.3m) on
other Busness, and our shace of the net lesses in asscoated
wndertakings was £2.0m (1992 £0.1m), including £1.5m in

REPORT OF THE DIRECTORS

respeat of Westcountry Television Limited as detaifed i note
25 to the financial stemen's.

Operating profit was augmented by net interest recewable of
£11.9m 1992 £25.9m) to produce a piofit on ordinary activdies
before tax of £92.7m {1592 £90.0m). The decrease in nc!
interest receivable of £14.0m reflects lower interest rates and
utilisation of cash for capital expenditure.

Payment o} the interim and recommended final divideads will
require £29.5m, in addition to which 18.5m of advance
corporation tax will be payable Since this wx 15 currently not
roeoverable it has been written off 1o #he profit and loss
azcount. In view of the capital allowances an qualifymng assets
frem the Group's capital expenditure ne mainstream
corpoiation tax liability is expected to arise for the year.

The remaining undistributed profit of £54.7m (1992 £54.3m)
will be transferred to rescrves, A high level of retained profit is
necessary to help the funding of the massive capital
expenditure programme of improvements and £5% of profit
after tax has been retained in the business. Net cash inflow
from operating aclivities increased by 43,636 10 £93.im.

FINANCIAL NEEDS AND RESQURCES

Capitat expenditure by the Group on tangible fixed assets
during the year was £203.7m, an increase of 18.2%3 on 1992,
and was more than Group ttnover from all sources for the
year. Changes in tangible fixed asscts during the year are
detailed in note 11 to the financial statemenis.

Acquisitions of new subsidiaries and additional investment in
assoviated undenakings cost £32.1m, principally in respect of
Haul-Waste Limited. Goodwill on this acquisition, written off to
Group reserves, amounted to £17.1m. In February 1993, £35m
of 8.375 per cent sterling notes, repayable in 1998, were issued
largely to finance the purchase of Haul-Waste Limited and for
other commercial activities, Sinca the year end Testhink
Holdings Limited was acquired for a consideration of £15.0m
and financed as disclosed in note 30 to the financial statements,

The capial works programme comprises over 500 projects
and 115 major projects were completed during the year

The year saw further work on the 'Clean Sweep' bathing water
schemes and the completion of a number of major water
supply schemes.

Over the last four years the capital works programme has
expanded nearly 300 underlining the massive inroads made
in rectifying the region's inadequate infrastructure,

By the turn of the contury it is forecast that £2,0 tiflion of
caphtal works will have been undenaken in the reglon, This
will reflect the impact of new obligations imposed on vs by LC
and UK Governments — the acceleration of the bathing water
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wofiemen, banning of sludge disposal at sea, and additional
treatent uader the new BC Urbaa Waste Waler Directive,

Adequate financong s vital to support this programme,

“the € wup has atranged significant funding for the shon and
moedwn teawn inciuding finance leasing, Furopean Investment
Bank fuans, and a sterling bond.

A 31 Marchy 1993 loans and finance lease obligativns were
£480m, comy w2d with £338m at 31 March 1992 and leasing
tacilities in place but not yet drawn totatled £100m. At the same
slate, the Group held current assat investments of £466m (1992
&189m). These res urces form part of the funding strategy
raag et in place to finance the investment expenditure plags
of the Group

The borrowing powers of the Directors are limited o two and
a half times capital and reserves, as defined in the Anicles of
Association. At 31 March 1993 the limit was £1.9 billion (1992
&1 8 billion). The Directors confirm that the Group can meet lis
short term requirements from existing borrowing facilities
without breaching covenants or ather borrowing restrictions,

SHARE CAPITAL
During the year the issued ordinary share capital Increased
from £123.6m to £124.9m as a result of shares fssued under the

" Company's share option schemes and the serip dividend

alternative.

SHAREHOLDERS' RETURN

‘The Directors recommend the payment of a final dividend of
15 9p per ordinary share for the year ended 31 March 1993.
Tageher with the interim dividend of 7.8p per ordinary share
paid on 4 March 1993, thus makes a total dividend for the year
of 23 ?p per ordmary share, an increase of 9.24% on the
dividends for 1992, If approved at the annual general meeting
the final dividend will be paid on 1 Seplember 1993
shareholders on the register at close of business rin

17 June 1993

The dividend of 23.7p (1992 21.7p) is paid out of earnings
per share of 67.9p (1992 (6.1p). The cover for payment i
dividendy 15 2.9 times (1992 3.0 times) on a net basis.

“The Dhrecton propase a serip dividend alternative and, subject
ter approval at the annual general meeting, this will be available
12, reugie L of the final dwvidend.

There would be no significant difution of earnings per share if
the sutstanding shares which might be issued, in respeet of the
Company's share option schemes and the acquisition of Copa
Haldings Timited, were in issue during the year. The value

of net assets per share, at baok value, at 31 March 1993 was
G2ap (1992 597p)

In the opinion of « @ Directors the current market, value of land

and buildings is not significantly different Yiam the bouh value
shown in the financial statements,

DIRECTORS

Detaiia of the Directors are given on page 4. It is reparied with
sadness that nan-executive Directors Mr K ) Monon and

Mr C R Sluast dred on 28 June 1992 and 6 Aprit 1993
respactively. Mr S M Yassukovich and Mr A T Fletcher were
appointed as non-execulive Directors on 16 November 1992
and 26 May 1993 respectively and Mr B A O Hewett was
appointed Director of Technical and Environmental Atfairs

on 1 April 1993 following the retirement of Mr W ] Dicrens
on 30 September 1992,

Having been appointed by the Board, Mr 5 M Yassukovich
Mr A T Fletcher and Mr B A O Hewett are due to retire at the
annual general meeting together with Mr K L Hill and

Mr S ] Dzy whao retire by rotation.

All of the Directors due 1o retire offer themselves for re-clection
and resolutions for their re-election will be proposed at the
annual general meeting, Mr B A O Hewett and Mr K L Hill
have service contracts which provide for not less than three
years' notice of termination by the Company and not less than
one year's natice of Lermination by the respective Directors,
exprring at any time. None of the other Directors proposed for
r= election has a service contract with the Company.

No Director has, or has had, a material interest, directly or
indirectly, at any time during the year under review in any
contract significant to the Company's business,

Details of Directors’ interests in shares of the Company are
given in note 10 to the financial statements on page 29,

During the year the Company has maintained cover for
Directors and senior employeces against liabilides in relation ©
the Company under a directors’ and officers’ lability inaurance

policy.

CORPOFATE GOVERNANCE

The Directors have considered the Code of Beu Practice
recommended by the Cadbury Commiltee and intend to fullow
the Code in the light of the Company's particular
circumstances. The Board comprises five executive and seven
non-executive Directors including an exceutive Chairman and
a non-cxecutive Deputy Chairman. The Board and the Audit,
Finance and Remuneration Committees meet on a regular basis
Strategic decisions and key operational decisions are
determined by the Board. The Audit Committee reviews the
audit plan, financial controls and proccdures as well as
regulatory compliance matters; the Finance Comimittee reviews
dividend policy, financial statements and accounting polkics
and the Remuneration Committee reviews the remuneration
and bernielits of the executive Directors and the everl)
remuneration and benefits policy for senior management



EMPLOYERS

Iakormation regarding employment policies appears on page 16
anid wfcrmation regarding employee share option schemes 1s
aren i aote 21 o the financial statements on page M.

RESEARCII AN DEVELOPMENT
Iedormation regarding research and development 1s given
en puge 15

Threughowr tie Group's water-care and waste engineering,
istismentation and proeess technology businesses, the
wlentificaton and development of new praducts and processes
are expected o contribute 10 higher standards of performance
anci more cust elfedtive eperation of our works as well as
raslet competitiveness and profitability.

DONATIONS
Dwring the year charitable donations amounting to £33,000
(1492 £30,000) were made, No political donations were made.

TAX 5TATUS
The v panyd ot 17 s comipany within the meaning of
the Income and Corpruation Tuxes Act 1958,

SUSBSTANTLAL SHAREHOLDINGS
AL 21 June 1993 interests in the issued share capital had been
reported by,

S—

“Norwich Union Fund Managers 8,653,244 shares  7.08%
Phiflips & Drew 1und Management 3,773,058 shares  3.02%
Prudential Corporation 6,313,180 sharcs  5.06%

3,749,287 shares 3,000

Sun Life Group

AUDITORS

Price Watethouse were appointed Audutors until the conclusion
of the fourth annual general meeting and have indicated their
vallingness 1o continue in office. A resolution for thelr re-
appointment will be proposed at the annual general mecting.

ANNUAL GENERAL MEETING

‘The fourth annual general meeting will be held at The Palace
Hiael, Babbacombe Road, Torquay, Devon on Thursday,

44 July 1993, at 11.80am

i additesn to the routine business, the following resolutions
wiil he propased at the annual general meeting

Resalution ¢ sequests shareholder approval by way of a special
fesolution to renew until next year’s annual general meceting
the D tors” exeting authonty to =Rt equity securities for
cash without first being required to offer such securities 10
extsting sharehiolders. The share capital 1o which this autherity
refates represents approxwmately five per cent of the issued
share eapital at 31 March 19093 The Directorr consider that they

TV WIFRE VWFF A T mswvamena y i

should have such sutherity in order 16 be able 1o take
advantage of opportunitics as they arise and 1o retan fkwbiley
although they have no current plans to issue shares other than
referred to in note 21 to the financial statements on page 34

Resslution 10 requests shareholder approval by way of a
special resclution for an amendment o Article 135() of the
Articles of Association of the Comprny. The proposed
amendment would enable the autherisaticn of the Ducaion
to offer a scrip dividend altemative in relation to dvidends
declared in a specified period ending not later than the
beginning of the fifth annual general meeting following

the authorisation in place of the existing speaified penod
currently stated ia Article 135(i) of no later than the next
annual general meeting.

Resolutica 11 requests sharcholder approval by way of an
ordinary resolution 1o offer a scrip dividend alternative in
respect of any dividend declared before the annual general
meeting in 1993. Such approval will enable the Directors to
approve scrip dividends during that period withowt requesting
further sharcholder approval, A separate erular regarding the
scrip dividend alternative in respect of the final dividend for
the year ended 31 March 1993 1s enclesed,

APPQINTED BUSINESS

South West Water Services Limiled is required o publish
additional financia! information refating to the ‘Appointed
Business® as a water and sewerage undertaker in accordance
with the Instrument of Appointment from the Scerciary of State
for the Environment. A copy of this information is available by
application to the Secretary at Peninsulz House, Rydon Lane,
Excter EX2 7HR,

By order of the Board,

LT

R C Milligan, Sccretary,
Peninsula House, Rydon Lane,
Exeter EX2 THR.

21 June 1993
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NOTICE OF MEETING

he toasth apmneal meneral meeting of Sowh W Water Plo
eali Be Lield at The Palace Hotel, Babbacombe Road, Torquay,
Vicvog on Thueday, 32 July 1993 at 11 0Gam for the transaction
Gi the following buniaess

Resolution 1 To recerve the Report of the Ditestors and the
famancial statements for the year ended 31 March 1993,

Rasolutlon 2 To doclade a final dividend for the year eaded
A1 tarch 1943

Resolutlon 3 'To re-clect Mr § M Yassukovich as a Direcior.
Resolution 4 To re-elect Mr B A O Hewett as a Diiector,
Resolution 5 To re-eleer Mr K L Hill as a Director.
Resolution ¢ To re-elect Me § J Day as 4 Director
Resolutlon 7 ‘To re-elect Mr A T Fletcher as a Director.

Resolution 8 To re-appoint Price Waterhouse as Auditors
nitil the conclusion of the nuxt general meeting at shich
financial statements are lawd before the Company and to
authorise the Directors to fix their remuneration.

Resolution 9 To propose the following as a special
resoluting:
That
a the Directors be empowered with effect from the conclusion
, of this annual 1eneral meeting to allot for cash equity securities
(as defined for the purposes »f section 89 of the Companiee
Act 1985) pursuant 1o the existing general authority conferred
. o0 them under Lection 80 of that Act as if section 89(1) of that
Act did not apply to the allotment but this power shall be
liinred;

t to the alloiment of equity securities in connection with a
nghis issue in favour of ordinary sharcholders where the
equity secufities respectively atiributable to the interests of
all thase shareholders are proportionate (as nearly as
rracticable) 1o the respective numbess of ordinary shares
held by themn but the Directors may make such exclusions
ar cther arrangements as they may deem necessary or
expedient in relation o fractional entitlements or legal or
pracucal preblems under the laws in any teiritory or the
requirements of any relevant regulatory body or stock
ex¢ hange, and

1 to the atlotment C(other than under § above) of equity
seeurities having, in the <ase of rclevant shares (as defined
for the puipases of sectivn 89), a nominal amournit or, in the
case of ether euguity seevrities, giving the cight to subscribe
for e convert into relevant shares having a nominal amount
net excceding in agiregate £6,245.000;

& this power shalf expure at the concivsivn of the next annual
geaeral meeting of the Company after the passing of this
resodutian, and

¢ the Company ay, before this power expires, make an «ft
or zgreement which would or might require oy SCuites 1o
be allotted vndur this power after & exXpins

Resolution 10 To propaese the following as a speaial

resglution;

That Article 135¢i) of the Company's Anticles of Assocfation be

deteted and replaced by the following:

¢} An Ordinary Resolution may spezify a particular dwidend,
or may specify all or any dividends declared within a
specified period, but such period may not end later than
the beginning of the fifth Annual Genersal Meeting fullowing
the date of the meeting at which the Ordinary Resolution

is passed,

Resolution 31 To propose the following as an ordinary
resolution:

That the Directors be authorised to offer any holders of
otdinacy shares in the capital of the Company the right (o elect
to receive ordinary shares, credited as fully paid, instead of
cash, in respect of any dividend (or any part thereaf) of the
Company declared before the beginning of the annual general
meeting of the Company to be held In 1998 including the final
dividend {or the year cnded 31 March 1993,

M)

By order of the Board,

R C Milligan, Secretary,
Peninsula House, Rydon Lane,
Exeter EX2 7HR.

2] June 1993

NCTES

A person enlilled (o attend and vote at the meeting is entitled
1o appoint one or more proxies o avend and, on a pall, vote
instead of him or her, A proxy need not be a member of the
Company.

A Form of Proxy is enclosed and, if used, should be lodged
with the Company's Registrars, Lloyds Bank Plc, Lloyds
Registrars, not less than 48 hours before the time fixed for the
meeting,

The Register of Directors’ Interests and copics of the Directors'
service contracts will be available for inspection during normal
business hours at the Company's registered office from the date
of this natice until the date of the meeting, and at the place of
the meeiing from 10.00am until the conclusion of the meeting
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DIRECTORS' RESPONSIBILITY
STATEMENT

The Directers are required 10 prepare
financia} statements which give 2 true and
fair view of the state of affairs of the
Company and the Group as at the end of
the financial year and of the resuits for that
year. In preparing the financial statements,
suitable accounting policies have been
used and consistently applied, and
reasonable and prudent judgements and
estimates have been made. The financial
stalements are preparad in compliance
with applicable accounting standards and,
except for the treaument of grants and
contributions on infrastructure assets (as
indicated in notz 1f on page 25), with the
Companies Act 1985, The Directors are also
responsible for maintaining adequate
accounting records, for safeguarding the
assets of the Group, and (u* preventing
and detecting fraud and other irregularities,

AUDITORS” REPORT

To the Meimhiars of South West Watar Plg
We have audited the financial statements
on pages 22 o 79 in accordance with
Auditing Standards,

In our opinion the financial statcments
give a true and fair view of the state of
affairs of the Company and of the troup
at 31 March 1993 ardl of the profit and
cash flows of the Group for the year then
caded and have been properly prepared in

@ﬁﬁc\‘im the Cotspanies Act 1085,
M VYT AT e U‘Q&@I"f‘i e

PRISE WATERIIOUSE 21 June 1993
Chartered Accountants

and Registered Audior

Bristo)

29



GROUP FROFT AND LOZS ACCCUNT
1or the yesar ended 31 March 1993

o B 1593 902
- N : Hoes im im
Tarnover 2 1944 166.5
Cithee eperating lncoine 0.2 0.2
Operating costs 3 {111.8) €102.5)
Qperatlng peofit 2 32.8 64.2
Shaze of losses in associated undertakings (2.0) (0.1)
Interast receivable (net) 4 119 259
Profit 0 1 ordinary activitics before taxation 2 9.7 00.0
Tax on profit on ordinary activities 5 (4.5) B9
Profit on ordinary activities after taxation ) 84.2 811
Dividends 7 (29.5) (26.8

tetained profit transferred to ceserves 22 54.7 54.3
Earnings per ordinary share 8 67.9p 66.1p
A statement of movements in reserves is glven In note 22,
GROUP STATEMENT OF TOTAL RECOGNIZED GAINS AND LOSSES

for the year anded 31 March 1993

B 1993 1992

—— Notes Lm &m

Profit on ordinzry activitics after taxation 6 84.2 &1.1
Expenses, less premium, of sterling bond issue - (1.6)
txpenses, insluding discount, of sterling notes issue 24 €0.4) -
Tot:l gains and losses recogniscd for the year 83.8 79.5

The nates on pages 25 to 39 form part of thesz financial statements.



BALANCE 3NREE1D

at 31 March 1993

Group 7 Compaay
o 1993 w0 1993 1003
o Neites &m &m - £m‘ o £m
;‘Ti.)-i(‘d assets B
Tangible assets 11 880.0 6791 24 84
lavestments 12 21 04 307.7 2799
o 882.1 679.5 310.1 258 3
Ciirrent :ﬁie.'it:tsi N
Stacks 13 4.2 4.6 0.3 0.1
Debtors: amounts falfing due alter more than one year 14 0.3 0.6 125.5 104.7
Delbtors: amounts falling due within one year 15 43.3 316 8.2 8.0
Investments 16 466.0 488.7 71.5 67.1
Cash at bank and In hand 0.4 0.2 0.6 0.6
- 514.2 528.7 205.9 180.5
Currcut Uabllitics
Creditors: amounts falling due within one year 17 {120.2) (126.6) (36.1) (31.5)
Net current asscts 394.0 402.1 169.8 149.0
‘Total assets less current labilitdes 1,276.1 1,081.6 479.9 437.3
Creditors: amounts falling due after more than one year 18 “77.3) (328.7) {185.3) {150.3
“Provisions for liabilities and charges 19 (4.8) G - -
Aceruals and deferred income 20 (14.5) .00 - -
* Net assets 2 779.5 738.2 294.6 287.0
Capital and resecves
Called-up share capital 21 124.9 123.6 124.9 123.6
Shara premium accourit 22 143.7 142.6 143.7 142.6
Orher reserves 22 - - 3.1 3.1
Profit and loss accoun'. 22 5109 472.0 22.9 17.7
Shareholders’ funds 23 7795 738.2 294.6 287.0

The notes on pages 24 to 39 form part of these finkncial statements,
Approved Ly the Boatd on 21 june 1993 and signed on its behall by:

K W Court, Chairmar.,

et
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GROUP CASH FLOW STATEMEN™
for the year andad 31 March 1093

T 1993 1002
Notes fm im
Net cash lnflow from operating activities W 95.1 68.3
Returng on Investments and servicing of finance
Interest recewed 49.8 4340
Interest paid (29.4) QL
interest element of finance lease rental payments 9.2) (1.8
Duwvidends recaived from associated undertakings 0.2 -
Dividends pald (26.3) (25.00
Mot casl{ (outllow)/inflow from returns on Investments and servicing of finance {14.9) 4.1
‘Taxation
Advance corporation tax paid {8.6) @1
Investing activiils
Payments to acquire tangible fixed assets (217.8) (143.4)
Grants and contributions:
Infrastructure assets 1.3 6.2
Nen-infrastructure assets 7.0 5.5
Receipts from disposal of tangible fixed assels 0.4 0.3
Payments o acquire current asset investments (951.9) (646.6)
Receipts from disposal of current asset investments 954.3 6131
Acquisitions of subsidiary and associated undertakings net (outflow)/inflow 29b (32.1) 01
Net cash outflow from investing zctivities (238.8) (164.8)
Nct cash outflow before flnancing (3164.2) 100.5)
Financing
Issue of shares for cash consideration (2.8) -
* Issue of sterling bond - (150.0)
Issue of sterling notes 35.0) -
Expenses, less premium, of sterling bond issue - 1.6
Expenses, Including discount, of sterling notes issue 0.4 -
Other loans raised {30.0) -
Otlier loans repald - 7.4
Finance lease drawdowns (86.0) ¢19.7D
Capital element of finance lease rental payments 2.3 1.3
Net cash inflow (rom financing {133.1) 180.4)
{Dcerease)/inereasc in cash and cash equivalents 29d (13.1) 83.9
(164.2) {100.5)




1 ACCOUNTING POLICIES
The toilow g paragraphs describe the main palicies:

8 Acconnting convention

‘The financial statements have been prepared under the
hrteneal cost convention and in compliance with all current
applicable accaunting standards, the requirements of the
London &tock Exchange and, except for the weatment of
grants and contributions on infrastructure assets, with the
Companied Act 1953, An explanation of this departure from
the requiremerits of the Companies Act 1983 Is given in note
1f below,

b Basls of consolidation

The (roup financial statemants include the resuls of the
Company and its subsidiary undenakings, each made up to
31 March 1993, wogether with the attributable share of results
and reserves of associated undertakiogs on the basis of their
latest financial statements, The results of subsidiary and
associated undertakings acquired during the year are included
tun thw poriuds of ownership.

¢ Turnover

Tusnover, excluding Value Added Tax, represents the income
receivable in the ordinary course of business for goods and
services provided.

d Tangible fixed asscts and deprecintion
Tangible fixed assets comprise:

i Infrastructure assets (being mains and sewers, impounding
and pumped raw water storage reservoits, dams, sludge
pipclines and sea outfalls)

Infrastructure assets comprise a network of systems,
Expenditure on infrastructure assets relating to increases in
capacity or enhancements of the network Is reated as capital
‘expenditure on tangible fixed as=ets and included at cost after
dedueting grants and contributions. No depreciation is
charged on infrasiructure asscts because the network of
- systems is required to be maintained in perpetuity and
therefore has no finite economic life.
Expenditure on maintaining the operating capability of the
network is charged as an operating cost,
Expenditure en the maintenance of infrastructure assets may
vary significantly from the long term normai annuas level,
cither because maintenance s deferred or because the patiern
of expenditure is uncven, In such instances, the charge
against profits is equalised by way of accruals or deferrals as
appropriate to reflect the long term normal level of charges, in
accordance with defined standards of service,

it Landfll sites

Landfill sites are mncluded at cost less accumulated depreciation.

Tha cost of a landfill site s depreciated over its estimated life

on the Basts of the usage of void space. Cost includes

acquisition, «levelopment and remedial expenses.

iin  Other assets (including properties, overground plant and
equipment)

Other asaets are stated at cost less accumulated depreciation.

Freehold land is not depreciated, Other assets are depreciated

evenly over thicir estimated economic lives, which are

principally as follows:

Buildings 3060 years
Operational structures 40-80 ycears
Figed plant 2040 years
Vehicles, mobile plant and computers 3-10 years

Assets in the cousse of construction are not depreciated until
comaiissioncd.

NOTES TO THE FINANGIAL STATEMENTS

& Leased assets

Assets held under finance leases are mncduded m the balance
sheet as tangible fixed assets at their cquaaleat capial value
and are deprectaled over their estimated cooninug lives of
the finance lease period, whichever 15 ihe shonier ‘lhe
corresponding lability has been recorded as a cevidaor. The
interest element of the rental cost is charged agamst protits,
using the actuarial method, over the penod of the lease

Rental costs arising under operating Jeases arc charged against
profits in the year they are incurred

f Grants and contributions

From 1 April 1990 gr,  and contributions recevable in
respect of capital expenditure on non-mnfrastruciure asscls are
included in the balanee sheet as deferrcd income and are
released to profits over the depreciable iives of the assels o
which they relate,

Grants and contributions receivable relatung to mfiastructuee
assets have been deducted from the cost of w2ngible fixed
assets. This is nol in accordance with the Companies Act 1983
which requires tangible fixed assets to be shown at cost and
hence grants and contributions as deferred income. This
depanure from the requirements of the Companies Act 1983
is, in the opinion of the Directors, necessary for the financial
statements to show a irue and fair view as no provision is
made for depreclation and any grants and contributions
relating to such assets would not be taken 10 the profit and
loss account. As a consequence of this ueparture the net book
value of tangible fixed assets is £20.2m lower than i would
otherwise have been,

Grants and contributions recelvable in respect ol expenditure
charged against profits in the year have been ncluded in the
prolit and loss account.

g Investmenis

Listed investments held as current assets are stated at the
lower of cost and net realisable value,

Short dated unlisted securitics held as current assels are slated
at cost plus accrued income,

h Stocks

Stocks are stated at the Jower of cost and net realmable value,
Cost includes labour, materials and an element of overheads,

i Penslon costs

The expected cost of pensions In respect o the Group's
defined benefit pension schemes Is charged against profis so
as to spread evenly the cost of pensions over the service lives
of employees in the schemes,

Pension costs for the Group's defined contribuition schicines
are charged against profits In the year in which they ate
incurmd,

j Rescarch expenditure

Rescarch expenditure s charged aganst profits w the year in
which it is incursed.

k Taxaton

Corporation tax payable is provided on tasable preius at
cusrent rates. Tax deferred or accelerated as a result of timing
differences between the treatment of cestam wems tor @xation
and for accounting purposes is provided for 1k the extent that
it is probable that a material Hability or awe et walf crystallise in
the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES (continued)

1 Goodwill

Goodwill, ansing from the purchase of subsidiary and
acsociated undertakings, representing the excess of the
purchase ¢onsideration over the fair value of net assets
acquired, is written off to Group reserves.

2 CLASSES OF BUSINESS

m Forelgn currency

Assets and {iabilities denominated in forerpn CRTORICS @
translated into sterling at the rates ruting at the balance theet
date. The resulis of averseas subskliaries are ranslatcd o
sterling at the average rates of exchange prevailing during the
year. Exchange differences arising from the retranstanen of

opening balances are dealt with in reserves

Water and Other Group
- sewerage business business
1993 1997 1993 1992 1993 1992
&m £m fm fm &m
Turnover
‘Turnover 185.7 1604 35.2 220 220.9 1824
Inter-segmeent turnover (1.6) Q.1 (Z24.9) (14.8) (26.5) 159
Tuinaover to third parties 184.1 159.3 10.3 7.2 194.4 166.5
Profit
Segment operating profiy/(loss) 83.2 4.5 0.4 ©0.3) 82.8 64,2
Share of losses in associated undertakings - .0) {0.1) (2.0) 0.
Interest receivable {net) 10.2 23.1 1.7 2.8 11.9 25.9
Profit on ordinary activities before taxation 93.4 876 (0.7) 2.4 092.7 90,0
Net assets
Segment net assets 781.1 728.2 (1.6) 10.0 779.5 7382
Water and sewerage business comprises the provision An analysis by geographical origin and destination is
“of water and sewerage services to customers served by net appropriate as the Group's activity was
South West Water Services Limited, substantially in the United Kingdom.
"3 OPERATING COSTS
1993 1992
Lm &m
Manpower costs {note 9) 344 324
Rawr materials and consumables 10.6 93
Rentals under operating leases:
Hire of g.lant and machinery 0.8 0.7
Other operating lcases 0.7 0.4
Research expenditure .z 1.0
Auditors’ reruncration 4.2 0.3
Other external charges 45.6 40,1
Depreciation:
On owped assels 10.1 108
©On assets held under finance leases 3.1 2.2
Deferred income (0.5) 0.3
Infrasteucture rencwals charge 5.6 5.8
111.8 1025

Fees payable o the Group's auditors, Price Waterhouse,
for non-audit work for the yoar ended 31 March 1693
amounted te L0 5m.



4  INTERESY RECEIVABLE (NET)

MOTES TO THE FINANCIAL STATEMENTS

19 1
im &m
Interest receivable:
Listed redeemnable securities 1a.y 135
Other investments {as defined in nate 16) 35.5 _ 306
50.4 44
Interost payable:
Bank foans, cverdiafts and other loans repayable wholly withun five years {0.6) 0.
Loag term leans (any part repayable after five years) {22.1) (142
Iat riest clement of finance lease sentals 6.1 (3.4)
Othier finance costs 0.7 (0.4)
(38.5) (182)
Interest receivable (net) 11.9 25.9
$ 1AX ON PEOFIT ON ORDINARY ACTIVITIES
1993 1992
im fm
United Kingdom taxation:
Irrecoverable advance corporation tax 8.5 89

The Group is entitled to caphial allowances on qualifying
assets transferred from the predecessor authority and from its
substantial investment programme. No Hability to mainstream
corporation tax Is expected to arise in respect of the year

ended 31 March 1993; advance corporation tax an the Interim
and proposed final dividends is thercfore regarded as
itrecoverable and has been charged against profits,

6 PROFIT OF PARENT COMPANY

1993 1992
im &n
* Profit an ordinary activitics after taxation dealt with in the accounts of the parent company 33.4 284

Other than profit on ordinary activities alter taxation, as
disclosed above, a recognised loss for the year of £0.4m
(1992 loss £1.6m) arose in the accounts of the Company (as
shawn in note 23).

7 DIVIDENDS

As permitted by section 230 of the Companies Act 1985, no
profit and loss account is presented for the Company.

1993 1992
im im
Interimn dividend paid of 7.85 (1992 7.1p) per ordinary shase 9.7 8.8
Praposed final dividend of 15.9p (1992 14.6p) per ordinary share 19.8 18.0
29.5 26.8

8 EARNINGS PER SHARE )
B 1993 1902
Profit on ordinary activities afier taxation S84.2m £81.m
Earnings per ordinary share 67.9p 66.1p

Earnings per ordmary share has been calculated by dividing
profit an ordinary activities after taxation by 124 069 million
being the weighted average number of ordipary shares in
issue during the year (1992 122 563 million).

There would have been no significant dilation of earnings per
ordinary share if the outstanding shares which might be
izzued in respeet of the Company’s share eption schemes and

the acquisitlon of Copa Holdings Limited, refesred 10 m nate
21, were in issue during the year.

Earnings per ordinary share on the il distribution basis is
74.7p (1992 73.4p). This has been calculated by climinating
the taxation charge of £8 Sm (1992 £8 9m) i reapoct of
irrecoverable advance corporation tax on Wi mitersm and
proposed final dividends.
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9 NUMBERS OF EMPLOYELS AND EMPLOYMENT CQOSTS
The average number of persons (iacluding Directors) employed

1993 1990
Wator and cewerage business 2,144 24084
€ither business areas 412 305
2|SSG 2,449
Employmetd costs comprise.
1993 1992
- . fm £m
Wages and salaries 43.5 A
Sackal seausity costs 3.5 31
Oxther pension costs (note 27) 3.4 29
Total employirent costs 50.4 414
Total employment costs are charged as folfows:
Maneswer easts (note 3) 34.4 324
Reacarch expenditure 0.4 0.2
Capital schemes and infrastructure renewals expenditure 15.6 1.8
50.4 44.4
10 DIRECTGRS
Emoluments of Directors
1993 1992
£000 £000
Total emoluments of the Directors of the Company, including pension contributlons 692 676
.. noluments of the Chafrman, excluding pension contributions
(1993: including salary of £95,000, and an incentive performance
bonus of £13,000 relating to the previous financial year) 112 108
" Emoluments of the highest paid Director, excluding pension contributions
(1993; including salary of £109,000, and an Incentive performance
barus of £18,000 relating to the previous financial year) 136 124
Payment made to a former Director for an unexpired period of notice - 15
Numbers of Directors whose emoluments, excluding pension
contributions, fell within the following ranges:
Range (£ 1993 1992 Range (& 1993 1992
0=~ 5000 1 - 70,001 - 75,000 1 -
54001 — 10,000 1 - 80,001 - 85,000 - 1
10,001 — 15,000 - 4 85,001 = 90,000 - 1
15,801 = 20,000 4 2 95,001 — 100,000 1 -
20,001 = 25,000 1 1 105,001 = 110,000 - 1
25,001 = 20,000 1 - 110,001 - 115,000 1 -
40,001 = 45,000 1 - 120,001 — 125,000 - 1
65,061 ~ 70,600 - 1 135,001 ~ 140,000 1 -

Fres are pald only 1o the non-executive Directors, The
emotuments of the executive Directors are determind by
the Remuneration Committee consisting malinly of nun-
executive Directors. Emoluments include salary, bonus, car
benelit and health cover. The executive Directors participate
in an annual incentive performance benus plan. The total
bonuses in respect of 1992 paid in 1593 were £51,000 (1992
£57,000), excluding pension contributions, and were bascd

upon an increase in carnings pes share and achievement of
othzr performance targets, These bonuses have been
included in the nformation for 1993 disclosed above, The
bonuses payable for 1993 performances have not yet been
determined and will be disclosed in the 1994 financial
stalemonts, A provision of £80,000 {or 1993 bonuscs,
excluding pension contributions, has been made i these
financial statements.



10 DIRECTORS (continued)

DHrectors' Interests

The bencficial faterests of Ditcctors in ordinary shares of the
Company at 31 March 1993 and 31 March 1992 (or date of
appointment if fater) were as follows:

NOTES TO THE FINANCIAL STATEMENTS

Share interests Options to subscribe fur shates
Granted  Exercised
1993 1992 Scheme 1992 in year in year 1993
K W Cour 37,009 7177 Executive 105,000 23,000 65,000 63,000
Sharesave 5,657 2,259 - 7,916
5] hay 1,500 1,500
1] H Drummond 729 - Executive - 33,500 - 33,500
W1 Fraser 7,212 2,089 Executive 112,000 20,000 65,000 76,000
KL 9,003 5,980 Executive 75,000 26,000 45,000 56,000
Lady Mary Holbe.ow 2,585 2,350
J R lawrence 1,551 &0
T G leader 1,180 1,180
C Spence 2,360 2,050
C R Stuart 1,050 1,000
$ M Ya.sukovich - -
The exercise dates and prices of options to subscribe for shares There have been no changes in the above interests since
are shown in note 21, 31 March 1993.
No Director has had any interest in shares of any subsidiary
undertaking during the year.
11 TANGIBLE FIXED ASSETS
Group Frechold Infra- Operational Fixed and  Construction Total
land and structure  properties mobile plant,  in progress 1993
. buildings assets vehicles and
computers
) im &m &m dm £m im
Cost:
At 1 April 1992 321 302.7 223.3 163.7 47.5 769.1
Reclassifications G® 6.0 (18.6) .6 381 -
Adddions 6.6 28.2 23.0 328 113.1 203.7
CGrants and contributions (2.1) (2.1)
On acquisition of subsidiary 29 - 7.3 9.9 - 20.1
Disposals (0.2 - - 1.0 - {(1.2)
Translers 38 13.3 9.5 4.2 Go.® -
At 31 March 1993 39.3 336.1 244.5 2020 167.7 989.6
Depreciation:
AU 1 April 1992 2.7 43.0 44.3 90.0
Reclassifications .2) 0.2 - -
On acquisition of subsidiary - 03 5.5 5.8
Charge for year 0.7 33 10.6 14,6
Dispasals 0D - [(y)] {0.8)
At 31 March 1993 3.1 46.8 59.7 109.6
Net baok value,
At 31 March 1993 36.2 336.1 197.7 142.3 167.7 880.0
At 31 March 1992 204 302.7 180.3 194 473 6H70.1

Out of the total depreciatlon charge for the Group of £14.6m
€1992 £13.9m}, the cum of £1.4m (1992 £09m) has been
charged to capital projects and £13.2m (1992 £13 Om) against
profits.

The cost of frechold land and buildings and of operatiunal
propertics includes non-depreciable land of £4.2m {1992
§4.7m) and £3.6m (1992 £3.4m) respectively.
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NOTES TO THX FINANCIAL STATEMENTS

12 TANGIBLE FIXED ASSETS (continued)
The analysia on the previous page includes the following
amcwats i respeat of assers held under linance leases:

Group Operational Fixed and mabile plant, Construction Total
properties vehicles and computers in progress 1993
im &m im £m
Coat, At 31 Masch 1693 51.3 59.3 56.6 167.2
Depreciation Charge for year 0.1 3.0 3.1
Aceuimulated depreciation: At 31 March 1993 0.4 6.5 7.0
Company Frechold Jand Tixed and mobile plant, Construction Total
and buildings vehicles and computers in progress 1993
im &m dm im
Cost: Al 1 April 1992 3.7 0.9 4.1 8.7
Additions 5.7 0.3 - 6.0
Disposals 7.6) 0.3 3.9 (11.8)
At 31 March 1993 1.8 0.9 0.2 2.9
Depreciation: At 1 April 1992 0.1 0.2 0.3
Charge for year 0.2 0.2 0.4
Disposals on .0 0.)
At 31 March 1993 0.2 0.3 0.5
Net book value: At 31 March 1993 1.6 0.6 0.2 2.4
At 31 March 1992 3.6 0.7 4.1 8.4
12 FIXED ASSET INVESTMENTS
. Group Company
Shares Loans Total Shares Loans Total
1993 1993
£m im im Lm Lm Lm
Subsidiary undertakings
Cost:
At T April 1992 274.2 5.5 2797
Additions 30.0 - 30.0
Repayments - (5.5) (5.5)
At 31 March 1993 304.2 - 304.2
Associated underiakings
Cast:
At 1 April 1992 04 —- 0.4 0.2 - Ovs
Additic ns 1.4 2.0 3.4 1.3 20 3.3
Lass for year (LD 0.4 1.5) - - -
Dividends received 0.2 - (0.2) - - -
At 31 March 1993 0.5 1.6 2.1 1.5 2.0 3.5
Total investnxnts
At 31 Maren 1993 0.5 1.6 2.1 305.7 2.0 307.7
At 31 March 1992 04 - 0.4 4.4 55 2799

Investments magde by the Company during the year in
subsidiary undertakings included £28.5m share capital
subscribed in Peninsula Waste Technology Limited to assist

with the purchase of Haul-Wagte Limited (note 25) and £1.5m

to fund the development of cenain Group companles.

The Company’s investment during the year in assceiated
undestakings was in respect of Westcountry Television

Limited (note 25), The Group's investment also includes
£0.1m to fund the development of an associated undenaking,
Loss for year of £1.5m comprised share of losses of aonated
undertakings of £2.0m, disclosed in the profit and 1.
account, less £0.5m included in creditors: amounts tailny due

within one year.

Details of principal subsidiary and associated undertakings of
the Group are sct out in note 26,



NOTES TO THE FINARALIAL ATATEMENTS

i3 STOCKS

—

Group Company
] 1953 1992 19935 142
. £m im &m _am
ftaw materiats and consumbles 1.7 34 - -
Waork in progress 21 0.9 - -
Finished goods 0.4 0.3 0.1 0.1
4.2 4.6 0.1 G1
14  DEBTORS: AMOUNTS FALLING DUE AFTER MOFE THAN ONE YEAR
Group Company
1993 1992 1993 1992
£m im £m &m
Amounts owed by subsidiary underaltings 125.5 104.5
Amounts owed by associated underiakings - 0.2 - .2
Other debtors 3 0.4 - -
0.6 125.5 104.7
15 DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
Group Company
1593 1992 1993 1592
Am m £m fm
Trade debtors 23.5 15.4 - -
Amounts owed by subsidiary undenakings 7.9 75
Amounts owed by associated undertakings 0.7 03 0.1 -
Other debtors 25 2.0 - 0.2
Prepayments and accrued income 16, 15.9 0.2 0.3
43.3 34.6 8.2 8.0
Drebtors: amounts failing due after more than one year has
been separately presented (note 14) following the issue of
Abstract number 4 by the Urgent Issues Task Force of the
Accounting Standards Board.
16 CURRENT ASSET INVESTMENTS
Group Company
1993 1992 1993 1992
£m &m &m fan
Listed on a recognised investment exchange 1284 95.3 23.0 -
Other fnvestments 337.6 393.4 48.5 (A
466.0 488,7 71.5 671
Market value of listed investments 130.4 95.5 23.3 -

Other investments include cerificates of deposit, variable rate

notes, commercial paper and other shorn dated unlisted securities.
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NOTES TO THE FINAMNCIAL STATEMENTS

17 F;‘Rl:DIT()RS:VAMOUl\"I'S FALLING DUE WITHIN ONE YEAR

- — —

ﬂGroup B Company
1993 1992 1995 1402
) &m &m im &m
Bank [ans and overdrafis - 70 - -
Obligations under finance leases 3.9 39 - -
Tiada ereditoss 59.0 60 4.5 4.3
Amounts owed to associated undertakings 0.9 1.5 0.1
Onher creditors 24 0.7 0.8 02
Advanece corporation 1ax 8.8 89 8.8 89
Other taxation and social security 3.6 3.6 1.9 -
Aceruals and deferred income 21.8 17.0 6.2 0.1
Proposed dividend 19.8 18.0 19.8 18.0
120.2 126.6 36.1% 315
18 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
Group Company
1993 1992 1993 1992
Em £m Lm &m
Steiling bond 150.0 150.0 150.0 150.0
Sterling notes 35.0 - 35.0 -
European Investment Bank loans 130.0 100.0 -~ -
Other loans 0.1 N1 - -
Loans falling due after more than one year (note 24) 315.1 250.1 185.0 1500
Obligations under finance leases (note 24) 160.5 77.2 - -
Other creditors 1.7 14 0.3 03
4773 3287 185.3 150.3
Deferred income has been separately disclosed in the balance
- sheets., This prescntational change from 1992 has been made
because of increzsing materiality (note 20).
19 PROYISIONS FOR LIABILITIES AND CHARGES
Group  Cempany
1993 1993
_ Lm £m
Infrastructure renewals
At 1 April 1992 5.7 -
Charged against profits 5.6 -
Litilised during year (7.1) -
AL 31 March 1993 4.2 -
Eavironmental and landfill restoration
On acquisition of subsidiary, and
At 31 March 1593 0.6 -
Totai provisions for liabillties and charges
At 31 March 1993 4.8 -
At 31 Masch 1692 57 -




19 PROVISIONS FOR LIABELITIES AND CHARGES (continued)

Deferood taxation

The maxunum potential lability for deferred taxation, for
which no provision s considered necessasy, for the Group
aqd the Cempany at 31 March 1993 was:

NOTES TG THE FINANCIAL STATEMENT S

Group Company
Lo im
Tax effect of timing differences due to:
Aceelerated capital allowances 34.2 -
Cither timing differences 4.1) -
Unutitised corporation tax Josses 5.2 -
24.9 -
I._Q_ss: advance corporation tax recoverable (15.1) -
Maximum potential liability 9.8 -
20 ACCRUALS AND DEFERRED INCOME
Group Company
1993 1592 1993 1992
fm im sm &m
Dceferred Income
At 1 April 9.6 3.3 - -
Additions 6.2 6.6 0.2 -
Released Lo profits {0.5) .3 0.1) -
At 31 March 15.3 9.6 0.1 -
Amount to be released within one year {0.8) 0. .10 -
Amount to be released after more than one year 14.5 9.0 - -
Deferred income includes grants and contributions on
non-infrastructure assets and liquidated dainages.
21 CALLED-UP SHARE CAPITAL
Number and value (£)
of shares
1993 1992
Authorised
Ordinary shares of £1 cach 175,000,000 175,000,000
Srecial share of £1 1 1
175,000,001 175,000,001
Allotted, called-up and fully paid
Ordmary shares of £1 each:
At 1 April 123,649,459 122,248,000
Alloued during the year 1,256,385 1,401,459
At 31 March 124,905,844 123,619,459
Special share of L1
At 1 April and 31 March 1 1
124,905,845 123,649,400
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21  CALLED-UP SHALE CAPITAL (continued)

The special share is redeemable at any time up to

31 December 1994 at par at the option of the Secretary of
State for the Environment after consuliing the Company.,
Unless so redeemed it will be redeemed by the Company on
that date at par.

The purchase agreemet for Copa Holdings Limited, which
was acquired on 27 November 1991 (by way of the issue of
1,401,012 ordinary shares [ully pald), provides that further
ordinary shares, to a maximum of 3.6 million, may be issued
on a performance relaied basis for the two years ending 31
March 1994. No such issue of ordinary shares is expected by
the Direclors,

In September 1992 and March 1993 a total of 282,521
(1992 nil} ordinary shares were issued under the scrip
dividend alternative.

During the yens 13 164 (1992 447) ordinary shares weie
allotted for a conswde ration of £20,095 (1952 £787) under the
South West Walt - Sharesave Schemie to employecs who
exercised their uptions.

During the year 962,700 ordinary shares were b+« for a
consideration of £2,822,601 (1992 nil) under the Sowh West
Water Executive Share Option Scheme to Directors and senior
employees who exercised their options.

There are outstanding options to sabscribe for ordinary
shares of £1 cach under the Company’s share option schemes
as shown below:

Number of shares in respect of Nature of Subseription price Period when options
which optlons granted scheme fully paid normaily exercisable
outstanding ai year end
781,134 Sharesave 176p 19951957
517,247 Sharesave 287p 19961998
385,766 Sharesave 332p 1997-1999
52,700 Executive 293p 19432000
647,850 Executive 328p 1994..2001
463,500 Executive 418p 1995-2002
2,848,197

*

There are 1,106 participants in the Sharesave Scheme and 66

.in the Executive Scheme.

Invitations to apply for further options, to be granted in July

1993, under the Sharesave and Executive Schemes have been
issued. Options granted to Directors, included above, are
shown in note 10,

22 RESERVES
Group znd Company Company Group Company
share preinivm other  profitand  profit and
account reserves  loss account  loss account
&m &m £m &m
At 1 Aprif 1992 142.6 3.1 472.0 177
Profit retained for year - - 54,7 3.9
Premium on shares issued 18 - - -
Adjustment for shares issued under the scrip dividend aliernative ©.3 - 13 1.3
Expenses, including discount, of sterling notes issue QD - - -
Goadwill arising on acquisition - - azrn -
At 31 March 1993 143.7 3.1 5109 22.9

The cumulative value of goodwill at 31 Match 1993 sesulting from

acquisitions, which has been written off (o reserves, Is £24.2m.



E?& STAFEMENT OF MOVEMENTS IN SHAREHOLDERS' FUNEYS

NOTES TO THE FINANCIAL STATEMENTS

Group Compa:_:y
— 1993 1592 1593 1532
im &m im tm
Profit on ordina-y activities after taxation 84.2 81.1 #3.4 284
Dividends €29.5) (26.8) (29.5) (268)
54.7 54.3 3.9 1.6
Recognised loss:
Expenses, less premium, of sterling boad issue ‘ 1.6 - (1.0
Expenses, including discount, of steding notes Issue (0.4) - «©.4) -
Adjustment for shares issued under the scrip dividend alternative 1.3 - 1.3 -
Shares issued 2.8 4.5 2.8 4.5
Goodwilt written off 171 a9 - -
avarcholder.’ funds:
Addition for year 41.3 53.3 7.6 4.5
Ar 1 April 738.2 6849 28770 282.5
At 31 March 779.5 738.2 294.6 287.0
24 LOAQS AND OTHER FORROWINGS
Group Comgany
1993 1592 1993 109%
&m im Am &m
Loans are repavable:
By instalments, any of which is due for repayment afier five years:
Payable afier five yeors 106.7 857 - -
Payable between two and five years 21.5 14.4 - -
, Payable betweer one and two years 1.9 - - -
Otturwisc than by instzimeni.
Payable after five years 150.0 150.0 150.0 150.0
» Payabic between one and five years 35.0 - 35.0 -
Falling due after more than one year 215.1 250.1 185.0 150.0
Falling G.e within one year:
Bank [oans and overdrafts - 7.0 - -
3151 257.1 185.0 1500

Loans are denominated in sterling and are repayable over the
period 1994-2012. The rates of interest payable on loans, any
part of which is due after five years, vary from 4% to 123%.

On 3 February 1993 £35m 23735 per cert sterling notes,
repayable in 1998 at par, were issued 2. a price of 99.60 per

cent. The expenses including discount on issue, amounting
10 £0.4m, have been charged to the share premium account,
The net proceeds of £34.6m have been used for general
commercial purposes including the acquisition of Haul-Waste
Limited,

Group Company
1993 1992 1993 1992
£m £m Lm im

Chligations under finance keases are repayable
AMter five years 1559 71.9 - -
B: tween lwo and five yers 7.2 4.1 - “
tetweeil one and wo ¥ 24 1.2 - o
160.5 77.2 - -
Wehin one year 3.9 3.5 - =
164.4 81.1 - -

Inciudea above are finance charges arisiag on obligaticas
under firance leases which are repayable within onz year and
amnsunt 3 £1.6m (1992 £2 6m).



NOTES TO THE FINANCIAL STATEMENTS

25  ACQUISIIIONS
Dunng the year ended 31 March 1993 the Company

Haul-Waste Limited was purchased by Peninsula Waste

extended its investment in Westcountty Television Limited Technology Limited, a 10096 owned Gioup company The
aid acquired a 2085 interest in the ordinary shares of the cash consideration for the share capital and asscts acquired,
campany for a consideration of £1.3m. The Company also including costs, was £28.7m. Goodwill on acquisition
subccnibed £2.0m for 2 509 interest in unsccured loan stock amounting 10 35/ im has been writien off to seserves {note

199690, The Group's share of the loss before tax and
deferred costs of the company for periods ended 31

22). Profit before tax of the company for the year ended
31 December 1992 was £0.9m. Results for the subsequent

Drecember 1992, Incurred in applying successfully for a periods, to the date of acquusition, and post-acquisition,
franchise and prepuring for transmission, amounting to were not significant. The analysis of net assets acquired and

&1.5m, have been charged against profits.

On 5 February 1993 the entire iss'sed share capital of

the fair value to the Group is as follows:

Book Asset Provisions Fair value 1o
value revaluation the Groun
&m &m im Sml
Tangible fixed assets 67 7.6 - 14.3
Debtors: amounts falling due within one year a ~ - 3.1
Creditors: amounts falling due within one year D - Q.9 40
Qkligations under finance leases wn - - ()]
Creditors: amounts falling due after more than one year 0.3 - ©0.2) (0.5
Provisions {or liabilities and charges - - 0.6 0.6)
Net assels 6.7 7.6 Q@n 11.6
Provisions arising on acquisition include environmental and
{andfill restoration costs, pension scheme, and reorgzaisation
COLtS,
_26 SUBSIDIARY AND ASSOCIATED UNDERTAKINGS
Details of principal subsidiary and asscelated undertakings are:
Subsidiary undertakings
* Name of company Activity Proportion of Country of
nominal value incorporation,
of ordinary regletration
shares held and principal
operations
Shares held by South Wagr ™ "
South West Water Servi-. .- - ] Water supply and sewerage services 100% England
Peninsulp Insvrance Lit ! Insurance 100% Guermscy
T ] (Brent) Limited Construction services 100% England
pHOX Systems Limded Instrumentztion 10006 England
Copa Products Limited Process technelogy 10086 England
Peninsula Psoperties (Excter) Limited Property tiading 100% England
Eyton Propertes Limited N Property investment 10076 England
Peninsula Wacte Technolagy Limited Waste inanagement 10008 Logland
Shares held by ' ~ninsula Waste Technology Limited:
Haul-%a. v Lintited Waste management 10035 England




FINVILED FAF 1% SR ey er s = oy r= 3~y

26 SUBSIDIARY AND ASSOCIATED UNDERVAKINGS (continued)

Associated undertaklags

Name of company

Activity

Class Number of Pioportion Counuy of
of shares shares in issue of nominal  incorporation,
value of registration

shares held  and principal

operatons

Shares held by South Vet Water Ple:

Pell Prischemann Water Limited Engineering  Ordinary 1 6,666 25% England

consultancy  Ordinary £1 3,334 10066
(non-veting)

Woestcountry Television Limited Television Ordinary 10p 100,000 20%% England
broadcasting  Prelerence &1 700,000 313

shares held by Peninsula Waste Technology Limited:

Rugged Environmental Technology Systems Limited Process  Ordinary £1 1,000 50% England

technology

27 PENSIONS

The Group operates a number of pension schemes. The two
major schemes ate of the funded defined benefit type, The
assets of the schemes are held in separate trustee
administered funds,

The pension cost for the Group for the year ended 31 March
1993 was £3.4m (1992 £2.9m). The pension cost of the
defined benefit schemes has been determined on the advice
of independent gualified actuaries using either the projected
unit or attained age method and spreads the cost of pensions
over the service lives of the members of the schemes.

The latest actuarial valuations of the major schemes were at
% April 1990, At that date the market value of the schemes'
assets was £29.0m and the actuarial value of those assets,
including sums payable by the predecessor find during
1991/92, represented 109% and 115% of the benefits that had

28 COMMITMENTS AND CONTINGENT LIABILITIES

accrued to members, afier allowing for expected future
increases in carnings. The employers' regulay pension costs of
these schemes are 10.7% and 13.3% of penslonable camings
1992 10.7% 2nd 13,3%). The actuarial surpiuses are being
recognised in the Group profit and loss account over the
remaining service lives of the current members of the
schemes. A triennial actuarial valuation, as at 1 Aprit 1993, is
currently in progress for the major schemes.

The assumptions which have the most significant effect on the
results of the valuations are those relating to the rate of return
on Investments and the rates of increase in camings and
pensions. It is assumed that the investment tetum would be
9% per annum and that pensicnable pay increases would
average 7.5%, and that present and future pensions would
increase at the rate of between 5% and 5.5% per annum,

Group Company
1993 1992 1993 1992
£m Jm Lm Lm
Capital commitments:
Contracted but not provided 87.1 139.4 0.1 5.3
Authorised but net yet contracied 1520 11.7 - 53
In addition to these commitments the Group has longer term capital
expenditure plans to meet shortfalls in asset performance and
condition, and to provide for new demand and growth.
Operating leases:
Commitments 10 sy rentals during the year following the balance
shect date were,
ILecases for 1256 and buildings:
Expiring wanin one year 0.2 - - -
Pxpiring berween one and five years 16 0.1 - -
Fxpiring after five years 0.1 - - -
Leases, ather than for Jand and buildings: Expinng between one and five years 1.0 0.5 - -

29 0.6 - -

37
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MOTES TO THE FINANCIAL STATEMENTS

Group Compzu-l_y
L 1993 1992 1993 1912
) &m £m am £m
Contingent labilitics:
Cantraators' clawns on eapital schemes 17.9 9.7 - -
Bank guarantees 13 15 409.4 3627
19.2 11.2 409.4 3627
Bank guarantees by the Company are principally in respect of
botrowing facilities of subsidiary undertakings,
29 NOTES TO THE GROUP CASH FLOW STATEMENT
a  Reconciliation of operating profit to net cash inflow firo.ni ¢ perating activitics
1993 1992
_ £m im
QOperzting profit 82.8 64.2
Depreciation charge 13.2 13.0
Deferred income released (0.5) 0.3
Provisions for liabilities and charges €1.5) €0.5)
Ixecrease/(increase) in stocks 0.4 ©.3)
Increase in debtors Gamounts falling due within and over one year) (5.5 .1
Increase/(decreasg) in creditors (amounts falling due within and over one year) 9.2 an
Net cash inflow from operating activides 98.1 63.3
b Anaiysis of the act outflow/(inflow) of cash and cash equivalents ln respect
. ofthe purchase of subsidiary and associated undertakings
Cash consideration 321 0.3
Cash at bank and in hand acquired - 0.4
Net outflow/(inflow) of cash and cash cquivalents in respect of the pucchase
of subsidiary and associated undertakings 32.1 .
¢ Acquisitions of subsidiary and assocted undertakings compriscd:
Associated underiakings 3.4 0.2
Tangible fixed asscts 14.3 115
Stocks - 0.2
Debrars; amounts falling due within one year 3.1 0.6
Cash at bank and jr hand - 04
Creditors: amounts lalling due within one year {4.0) .4
Obligations under finance leases €0.7) 0.2
Creditors: amounis fatling due after more than one year (0.5) -
Provisions for liabilities and chaiges (0.6) -
Loans - a4
150 0.9
Geodwili 17.1 3.9
32.1 48
Satisfied by:
Shares issucd - 45
C2sh consideration 32.1 0.3
32,1 418

The subsidiary undenaking acquired during the year
contributed an outflow of £3.1m (1992 £1 0m) to the Group's
net operating cash fow, paid nil (1992 £0.2m) in respeat of

net returns on investments and setvicing of finance, paid nii
(1992 nil) in respect of taxation and wutilised f0.1m
{1592 £6.2m) for investing arctivitles,



NOTES TO THE FINANGIAL STATEMENTS

29 NOTES TO THE GROUP CASH FLOW STATEMENT (continued)

¢  Anaiysis of the baiances of cash and cash equivalents

P = - = = -

T -

1993 1992 . K5l Change Change
inyear in year
1993 1992
o im £m &m £m im
Current asset investments 466.0 488.7 369.0 22.7) 1197
Neduct investments not within three months of
matuzity when purchaserd (201.9) (204.3) (170.8) 24 £33.5)
264.1 284.4 198.2 (20.3) 80.2
Cash at bank and in hand 0.4 0.2 0.1 0.2 &1
Rank loans and overdralis - G.0 9.6) 7.0 26
Cash and cash equivalents 264.5 277.6 188.7 {13.1) 88.9
Comparative figures for previous periods shown in this ncte represent current asset investments not within three months of
and the Group cash flow stalement have been restated to maturity when purchased.
¢ Analysls of changes in financing durlng the year
Share capital Loans and
(including finance lease
premium) obligations
. 1993 1992 1993 1992
£m im &m &m
At 1 April 266.2 266.4 328.6 30.0
Cash inflows from financ'ng 2.8 - 148.7 191.0
Expenscs, less premium, of sterling bond lssue - .6 - -
Expenses, including discount, of sterling notes issuc (0.4) - - -
Loans and finance Jease obligations of subsidiary undertakings acquired - - 0.6 7.6
Shares 1s5ued for non-cash consideration - 1.4 - -
+AL 31 March 268.6 266.2 477.% 3286
30 POST-BALANCE SHEET EVENTS
On 26 May 1993, the Company acquired Testlink Holdings The profit before r2x of Testlink Holdings Limited for the
Limited for a consideration of 515.0m. This was satisfied by year ended 31 December 1992 was £0.9m,

the issue of £6.0m unsecured toan stock and £9.0m cash,
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SHAREHOLDER ANALYSI®
Qydinary ahuroholders at 31 March 1993

Number of

Percentage

Perccntage
shareholders of wal of crdinary
sharehcldess sharey
1- 100 4413 11.8 43
101 - 1,000 29,003 774 93
1401 - 3,000 3,201 88 40
3,001 - S0,000 487 i3 77
50,001 - 100,000 86 0.2 52
Over 100,000 182 05 735
37,462 100.0 Y ARY)
Indivicuals 35,009 937 129
Companjes 427 1.1 7
Trust ¢ opanies (pension funds elc) 27 0.1 14
Banks and nominces 1,860 5.0 6i4
Insurance companics 49 0.1 13.6
37462 100.0 1000
SHAREHOLDER INFORNMATION
Financial year end 31 March
Fourth annual gereral meeting 22 July 1973
1993 final dividend payable 1 Seprember 1993
1594 interim results announcement INovember 1993
1494 interim dividend payable March 1994
. -
1694 results prehminary announcement May 1994
Fifth ananal general meeting July 1694
1494 final dwvidend payable September 1594
SHAREHOLDER SERVICES ESTABLISHED BY THE COMPANY
Share dealing service Serip dividend alternative

‘the low-cost shire dealing service enables investors 1o buy
atd sell shiares in the Company on a low-<ost basis and (o
make regular investments 1 the Company,

Persenal equity plaans

By holdig their shares in the Company in the general or the
single company personal cquity plan, shareholders may gain
tax advanrages

Tha serip dividend alternative enables sharcholders (o receive
their dividends in the form of shares instead of cash.

[ratalls of the scrip dividend alternative are enclosed and
detalls of the other sharcholder services are avatiable from the
Company Secretary’s Depanment (telephone: (0392) 446688).



