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Chairman’s statement

[0 my great pleasure o present the test Agnuaad
Report of Southern Water plo

98 was i momenitous vear for the Company asat
saw the successh transtion from the public o the
privade sector with & sebstantidhy os crubseribed
flotattan last December This wos a futting reward
tor all the hand work pat mto privatisation by so
many of aue people duriig the previous two years
and Ty most gratetul o thens bos thein iy aluable
cantnibutim

Our trading performunce dunng the 1ird vear.
of swhieh anly four months were spent i the
prvate «ector, provides a strong loundaton o
which to butd

The pre tay profit for the Group for the twehve
months ended 31 March (990 was L0 1 mithan
winch compares I ovrahly sath the prospectus
forecast of £37 nnlon This has enabled us to
declare adividend of 1002p pershare, as envisaged
In the prospectus

Freed from muny Governiment restraimts itis now
timely to look forvard We intend to justify the
conlidence shown in us by our new sharchokders
by gencrating sound, progressise grasth We will
vantintie to provide our custumers with the fuph
standard of serviee which they Tave every nght
o eaprect, at prves whieh represent good value
lor maoney

We were veny pleased that the Monopolies and
Mergers Commission anud the Secretany of State
tor Trade and Industy have decided that our
shareholding in Mud Sussen Water Company did
not operate against the public mterest and we ook
Jorward to continuing our asaociation with that
company ang the other water compames mwhich
we have shareholdings

Core business

the sgdicance o vur base business 1« steadily
breuming more wpparent (o the peneral publi
Fveny day, it seems, there are new intiativ e in
water qualty and wastewater treatment and
ihisposal e are ready o respond o them but they
are pomg e cost a greal deal of money and the
very  wdrddully controlled capual - espendituare
programme of Southern Watwer Sernvices s heing
regrdarty reapprased  The additional costs wald
ufimately have to be horme by our custosers who




Chairman's statement continued

will want reassurance that the money is well spent
and preducing genuine benefits.

The role of the regulatory bodics is ¢rucial in
ensuning that a proper balance is struck between
the interests of customers and sharcholders who
have invested their capital in our industry. We have
established a working relationship with  the
Dircctor General of Water Services, who is
responsible for monitoring prices and services, also
the National Rivers Authority and Her Majesty's
Inspectorate of Pollution, and we are ensuring that
they are fully aware of the complexities and costs of
running a major water undertaking and of our
determination to meet our regulatory require-
ments in an economical and timely manner,

Our core business dealing with water supply
andd wastewatcr treatment and disposal is well
established and has experienced professional
management able to take full advantage of the
growing pace of technological development as we
seek solutions to the ever higher standards now
required by Government and the EC.

Group structuro

But Southern Water is more than just a utility.
We have already cstablished ‘enterprise’ com-
panies 1o exploit our existing skills in Transport
Management and Vehicle Leasing, Scientific
Services, Engincering Design  and  Project
Management, Information Technology and Estates
Management and Development. These are now
contributing to Group profitability and have the
potentizl to expand substantially outside the
Group, as most are already demonstrating. New
services are being created; *Watercare' now offers a
contract plumbing service with 24 hour emergency
call out to a growing nuraber of our customers.

Other developments are underway but we are
determined to ensure that our diversification
proposals are in arcas where we have knowledge
and skills and are profitable.

Overall strategic leadership is provided by the
executive coninitiee of the main board under my
teadership. In addition the Company has been
fortunate in obtaining the services of Non-
Executive Directors of the highest repute who bring
independent thought and wide experience to our
deliberations.

The important core business has its own managing
director who is supported by a strong and highly
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qualified board. All businesses in the Group are
responsible for implementing well defined specific
strategies, Each company functions as a separate
profit centre to encourage the efficient use of its
resources, Qpportunities for reward and progress
are actively promoted through management
development  policies which focus on action,
innovation and flexibility coupled with respon-
sibility and accountability.

We havea duly of care for the environment placed
upon us by the Water Act 1989 in relation to our
many activities, This we willingly aceept for it
merely confinns what has long been cur practice
and is lypificd by our regular environmental
publication Conservation Matiers — a copy of
which accompanies this report for your intercst.

The future

The future is bright, we have been freed from many
Govermnment controls and although regulated our
important industry is at last being recognised.
We are well equipped to deal with change for it is
the natural state of business and the water industry
is no exception, I am confident that we will build
steadily from our current strong position and
prosper lo the benelit of our sharcholders amongst
whom we welcome many customers and the
majority of our employees.

In future years it is hoped that sharcholders will
have the option to build their stake in the company
by the introduction of serip dividends. A resolution
to that effect will be put to sharcholders at our
Annual General Meeting,

Finally, on behalf of the Board, 1 would like to
express my sincere appreciation to all employees
for their tofal commitment to the success of the
Company last year which included dealing with
one of the severest droughts in living memory,

Wittiam | W Courmiey CBE
Chairman
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Gowthorn Yictor ple

Directors, Company Secretary and Advisers

wWilllam Courtney CIRRIE

Laccutiee Charnan

William Courtney was commissioned in the Royal
Murines and after serving at sea and in the
Commandos joined the huilding material
producers Marley ple. He became a managing
director in 1960 and was Joint Deputy Chairman
of the international group from 1976 to 1985, He
joined Southern Water Authority as Chairman in
August 1983, He was appointed Executive
Chairman of the Company in September 1989,

Mr Courtney is Chairman of the British Board
of Agrément, which assesses and cerlifics new
building imaterials, and also Chairman of the Water
Byclaws Advisory Service and of the Water
Industry Certification Scheme. Heisa Freeman of
the City of London; a Member of the Company of
Watermen and Lightermen of the River Thames; a
Liveryman of the Homers Company and past
Commodore of the Royal London Yacht Club,

Belan Thorpe CBE LLM

Non Execultive Deputy Chairinas

Brian Thorpe was Chiel Executive of Southern
Waler Authority from its creation in 1973 until
1988, He was appointed Deputy Chairman of the
Authority in 1983 and non-Exccutive Deputy
Chairman of the Company in Scptember 1989,
He is a Member of the Executive Board of the
International Water Supply Association and a
Trustee of the Association’s Foundation for the
Transfer of Knowledge to Developing Countries.

Kartyn Wabster BSc FCA

Growp Finance Dircetor

Martyn Webster joined Southern Water Authority
as Group Finance Director and became a Ditector
of the Campany in September 1989, Hequalified as
a chartered accountant at Price Waterhouse with
whom he worked in the UK, Australia and the
Netherlands, From 1979, he was  Financial
Cuntroller of NCR and in 1985 he became Group
Finance Controller at Laporte Industries.

Francis Midmer C Exc, FICE FIZWEM FB1M
Coroup Techmical Divector

Francis Midmer has worked in the water industry
since 1949, when he joined the Kent River Board.
Hewasappoinied Director of Technical Services of
Southern Water Autherity in 1985 and joined the
Board in 1948. He had previously held the posts of
Divisional Manager in Kent and the Isle of Wight.
He was appointed Group Technical Director in
September 19589, Mr Midmer is currently amember

of the Water Services Association Envirenmental
Issues Committee, the WSA Sewers & Waternaing
Committee and is also Chairman of the Industry™s
Process Systems Committee, Heisa member of the
Board of Management of EUREAU and on the
Management Cominittee of the Foundation for
Water Research. He is a Freeman of the City of
London and a Liveryman of the Worshipful
Company of Engincers,

Phitip Girlo FCID FIRIM

Non Exceutive Direclor

Philip Girle was appointed to the Board of
Southern Water Authority in 1986 and became a
Director of the Company in Scptember 1989,
He is Chatrman of the Audit Committee,
A former director and general manager of
National Westminster Bank, and a Director of
Yorkshire Bank hie had been involved in all aspects
of banking - retail, merchant and intemational,
Mr Girle is o Freeman of the City of London and
Master of the Worshipful Company of Plaisterers
and a member of the MCC,

John Westhaad MA DPuiL C ENG FIEE CBIM
Non Executive Director

Dr John Westhead joined the Board of Southern
Water Authority in 1988 and became a Director of
the Company in Scptember 1989, He is Group
Managing Director of Bowthorpe Holdings ple
and was previously gencral manager of GEC
Henley and managing direclor of the Philips
subsidiarics, Pye Teleccommunications and Pye
‘TMC, before joining Bowthorpe Holdings in 1979,
Dr Westhead is a past Vice-President of the Tele-
communications, Enginecring and Manufacturing
Association, a Fellow of the Institute of Electrical
Engincers and & Companion of the British Institute
of Management. He is a Freeman of the Cily
of London and a Liveryman of the Scientific
instrument  Makers Company and a council
member of Ardingly College

Sir David Micolson FIC FENG

Non Executive Director

Sir David Nicolson joined the Board of Southern
Water in June 1989 and was appointed a Director of
the Company in September 1989, He currently
holds directorships with Union Group, CIBA -
Geigy, London and Scottish Marine OQil, STC,
Iveco MIM, DRG, BREL, Invesco, Lazard Lejsure
Fund, Northern Telecom and Metrolund NH.
He has had a long and distinguished carcer in
industry and is a former Chairman of BTR and
British Airways.
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Southera Wotaer ple

Review of operations

The Southern Water Group of Companies
compnise  Southern Water ple, the holding
company, Southern Water Services Limited, its
appoisted waler and sewerage business and six
entemprise companies.

Southorn Water Services Limited

The Company hasbeen appointed by the Secretary
af Swie for the Environment to provide water
and sewerage services in the south east of England
which, for sewerage purposes, extends from
Broadstairs in Kent in the cast to Barton on Sea in
Hampshire in the west.

Water resources and supply

During the year Southem Water Services
maintained potable water supplies to 2.1 miltion
people and produced, on average, over 722
million litres of drinking water each day.

The commissioning of Stage 3 of Testwood
“Freatment Works in Hampshire, at a cost of £2.5
million, has increased the existing treatment
capacity to make this Southern Water Services’
largest water treatment works. Acjacent land has
been purchased 1o construct a storage reservoir,
which together with the necessary infrastruciure
will provide the resources necessary to satisly
demand in Southern Hampshire (an arca of
congiderable growth) into the next century,

Work commuenced during the year to promote the
enfargement of the Danwell reservoir in Sussex.
The wark is required to meet increasing water
demands in the East Sussex and Eastbourne areas
and once completed, in the mid 1990, will also
secure supplies into the next cenlury. Extensive
consultation is being undertaken with the Jocal
cammunity and other organisations to ensure that
{he environmiental aspects of the project are given
full attention.

Involvernent with the National Water Metering
Trials has continued. More than 40,000 water
meters have pow been installed on the Isle of
Wight, the largest of all the national sites. The trial
on the Istand has been most successful in
identifying those practical problems involved in
mstalling universal metering and many of these
have been overcome as the trial progressed.
Metering of all new propertics throughout
Southern Water Services' arca commenced on the
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Ist April 1989 and the melering programme of
non-domestic premises nears completion.

Lack of rainfall during the year varied in itsseverity
across the region, At one observation sfation in
Kent, records indicated that it was the driest 22
month period since recording began there in 1864.
Although demand was some 30% higher than
during the drought of 1976, no customers werc
without & supply of piped water for their domestic
use, This was achicved by managing demand for
whter by use of hosepipe bans and other
resiristions, an advertising campaigh promoting
wso Water Wisely”, and a combination of
maximising the use of surface water resources
together with the judicious use of underground
sources. On the Isle of Wight, the Medina-Yar
water transfer scheme was commissioned and
proved its value during these extreme conditions.
Alihough well above average rainfall in December
1089, and January and February 1990 restored
surface and underground water levels to near
nommal conditions, the subsequent dry weather
necessitated the reintroduction of hosepipe bans
in part of Sussex and Kent in order to safeguard
supplics during the summer. Long lerm plans

are however in place to develop additional water

resources and improve the security of supplics in
those arcas.

Overall quality of water supplicd was excellent
although raw water quality problems associated
with Jow water levels in rivers and underground
borcholes were encountered. Regular sampling
confirmed extensive compliance with standards
laid down in the Water Quality Regulations 1989
which incorporate the requirements of the EC
Drinking Water Directive.

A major refurbishment programme of service
reservoirs was undertaken to ensure that bacterial
quality of water supply remained high.

The severc storms which swept across the
Company's areq in january resulted in many works
and booster stations losing mains clectricity
supplics. Following the lessons learned from the
hurricane of 1987, prompt remedial action and
the deployment of standby generatars ensured
that supplies were maintained to all but a handful
of customers,

Wastewater treatntent and disposal

During the year Scuthern Waler Servives treated
and disposed of wastewater and wastewater sludge
froms over four million customers. Consistent
progress was made on capital investment projects

18

ABOVE. A seclion of the High Street reconstruction at
Cowcs, Isle of Wight

Qrrostre: Construction of new head works at Eastney

Brrow. Storm pumps at Eastney
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to improve wastewater trestment and sewerage
systems (0 meet Southemn Water's objectives and
the requirements of the Water Act 1989,

On the Isle of Wight, guod progress has been
made in upgrading the sewage systems, At Ryde,
intereepting sewers and pumping stations were
compnissione 10 extend the catchment area of the
long sea outfal]l at Appley Park. The four mile
cosstline between Seaview and Binstead is now
served by the new scheme,

Al Cowes, the major marine treatment scheme
moved & stage necarer complelion with the
construction of the headwoiks and the two
terminal pumping stations. The much appreciated
High Strset scheme, where most services are
being replacad followed by a street block
paving  scheme, was further  extended.
This successful formula has been made possible
by the close co-operation between utilities and
the highway authesity,

+ In Newport, Isle of Wight, a major improvement of
the town's sewers has been completed. The work
involved the sinking of 24 shafts for tunnelling or

The Weler Services Boand flefl to right):

Albsiair Snsith fIsle of Wigh, Richand Clayton (Tochmcaly,
Heith Tozal (Sussex), William Cutung (Hampsinrel;
Michuel Hollypwood (Nimanciali;

Erancis Midmer (Group Techneal),

William Courtney {Chatrmany, Bruce Hewedt iManagng
Director); Graham Nicholsos (Company Seerctant,
Groahom Setterficld thenti
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pipe-facking The new schene, tobe commissioned
tin carly 1990, will further enhanee river and
estuarial water quality

n Hampshire, work on the new long sei
outiall and associated  headworks at Rastney
{Portsmouthy has progressed well; this £15 million
scheme is due for completion in 1992 Waork has
been completed on the conneetion of the Hamble
Peninsula to a new trunk sewer, transferring
Mlows to the Peet Common (Farcham) Wastewater

Treatment Works, This £2.7 million scheme further
improves the yuality of Southampton Water

I Sussex, the Scaynes Hill Wastewater Treat
ment Works refurbishment is now substantially
completed at a cost of £5.5 million and a slart was
made on the £5.4 million extension of the Uckficld
Wastewater Treatment Works At Seaford, the out-
lall for the new disposal scheme was completed ata
cost of £10 miflion. Completion of sewers to con-
nect to the new Galley Hill Pumping Station
cnabled a long standing embargo on development
in Bexhill to be lifted,

Claripac  package treatment  plants  were
commissioned at Horsted Kewnes, Luxfords Lane
{Rast Gnustead) and  Storrington  Wastewater

DI
"L g



Treatruent Works, improving the effluenl quality
of the existing plant,

Important relicl sewer schemes were started in
Hossocks and Hurstpierpoint (£2.1 million) and
Northiam (£0.8 million), hoth of which will relieve
flooding problems brought about by continuing
development in recent years.

In Kent, the leme Bay Sewerage Scheme hag
continued to make progress during the year with
the award of contracts for further interconnections,
1o a value in excess of L1 million, At Folkestone, the
£13 million surface water relict sewer draining
the Cheriton Tenminal site for the Channel Tunnul
has continued to make good progress. Major
capital investment schemes are also underway at
Tunbridge Wells and Canterbury Wastewater
Treatment Works.

Throughout the region a number of additional
improvements were made 1o other wastewater
treastment works to enhance cffluent quality.
Following the announcement in March by the
Seceetary of State for the Environment that
disposul of sludge to sca is 1o end by 1998, the
provision of allemative disposal facilitics is now
being planned.

Custoners

Southern Water Services places the liighest priority
on customer satjsfection and new customer
services burcaux have been established in four
geographical divisions cach headed by a Customer
Services Manager, These now offera single point of
contact from which al! enquiries and complaints
can 2» answered, The burcaux witt complement
the existing enquiry facilities that already exist
within the Customer Accounts Office. To explain
the organisation and the services provided
tirce codes of practice for domestic customers
have been published,

14

Fairlight service reservoir,
Hastings
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Environmental Southern

Throughout theyear the environmental dctn s of
Somnhern Water have vontinued unabated despite
the pressue o find even more water resources
and to treat greater s olumes ol wistesw ater

From the pearly 400 mland wastewater works,
treated water s caretully released into the many
beautitul rivers 1n the region accamting lor a
considerable part of ther flow which supparts their
restderit pupulation of fish, plant and animal hie

New  methods of wasewater  treatnent are
comstantly being investigated  and old ones re
exanmned 1 partnership wath Blue Cowle
ndostries PLC and  Portsmouth Polvtechnie,
Southern Water has developed on the Isle of Wight
ar entirely new, industrialised method of treating
wastewater which s being introduced - other
places such as Worthing At the other end of the
seale, back to nature experimenis are heing camed
out ot several places using reed heds to cean
e ol the o sareties of butterfy lound at Yew $0ll wastewater i Kent and Hampshore

Carefu! environmental treatment is also apphicd to
elean water installations and when 30 reservain

A famuly of geese at Seaynes Hil
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N By Tessonn at Bewd Wt

nevded restoration work i susses, the topsonl way
carretully seraped oft and put back when the work
was fnushed I Hampshare, when o new semviee
reservoir was built for Winchester, spestadisg
advice was taken from the Nature Consersancy
Cowsnerl which fed 1o vovering it with the sort of
ponr quahty op sorl which would provide the
conditions tor an old kshioned challh meadow
Aspecial musture of griss seeds was ereated,
with patvhes ol conslips, clovers, wnd  ather
commont flowers Orehids and other less common
Aowers Followed

[ the case of another service reseryvoir, o small une
at Headon Hill overlooking Alum Bay and the
Needles the special requirements of a site of special
saientific interest owned by the National Trust
meant that use of heavy building plant and
equipment for a normal civil engineering jub was
not possible To protect the habuat of the rare
Dartford warblers that nest there, o resersoir was
prefiabricated from glass fibre, sited in a disused
quarry, i the seetions Town i by helicopter and
bulted together,

Nesting birds always get special treatment even
when they nest in cranes, tractors, vans and in
places which make work difficult The working
arrapgements are altered so that the joh continoes
amd the hirds remain Owster catchers nest at
Fastehureh in a studge drving bed. and  Little
Grebes in the adjoining ditch Visitors to the South
Anthersham  wastewater  treatment works ot
Midhurst in June would have seen a Grev Wagtail
sitting in a nest she had built on a brick beside the
front dowr

Sean e Il et ater oot weorh o Sessey
Rigw receraly brovti ro vastain ted Gcbasng b e todie
with naedensi regune meste Tho oppogtunaty woos
bt to beehd i conuntso ol teatares wingb mabe
Woaen more atteicive for o owihBite acianding
restoritip o bl rubYads npoand tarsg oot g
swothand whn hoeew attracis wondood b, stpe il
other wild s T S wans dic kool mrany kinds ouese,
moothens aisd coots have abor coloiaed the
Ragoors whore wantowater recumes its frnal stase
ul treatment

I the ceastse of thea Jutes Saathern Mater
emplovees help create arnbonal cases o bats,
reseue hanghishers and toaes o shudae tanks,
buttd Ladeders aned shelters o mahe Ble castar dor
{reges and tadpaoles Canmglor the envizonso it s as
v o part of Southerns Water's plulosaplny
as pooskhig lite supporting servives or ther
cusbiniers

Fecdmigt the trout at thee Batchery af Bewd Mt
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Employoes

Last year had o major impact on Southern
Water statl, mamy of whont were myvolved swith
preparations for privatisalion Those shioswere it
directh concerned with e Privatisation process
were dltected by the changestakaing place asa result
of the separation of the Natwonal Rivers Authonty
st and the mtreduction af the new repulaton,
e ronment

Flotation, m December 1989, ene eoaphaees the
opportunity e hecome sharchohders i Southern
Water ple Betore the shareswore nifered tor saley
ther Secretary of State lor the Fovironment all st
were united o attend mcetings explammg the
various offers avalable o thent Over 95 ook
advantage ot the trec and matchin sbare olters
and 507 have alse been granbed share optins
through  the  Sharesave Scheme that was
mtroduved at the same tme Roied emplinees
dlso contauat o be very stroag supporters of
Southens Water and mamy beeaie sharehohdos

RN
T

Pabiar pard sy g eniadine ewetoee al Bewd Water

e taking advantage of the prionty otter thiat was
matde asatlable to them at the time of Botation

Several initibives ofi stafl traning vete pursied
durm the vear The fist of these was an evereise
est Custoaner A greniess o prepare stadl lor the
new challenges of commercid operattn The wm
Was o mtorm emplovees about the new Group
structure se that they were aware ol Southern
Woater s obyjectives andd to eesure the most eftivient
sersy e possthle loraastomers Quaking Crecles were
dlser started Lo des elop sdeas lor larther improving
serview and imverall buaness elircenacy

(he contmumg taming programme prosuded
eppartunities or seleeted stadt o des elop harther
their  abvbties through supensony and
manegment programimes Sakety amd qob shalls
Jupots wammg was Largely carned out lovally to
met the wdsadual depols and affices neads The
Young Fmploaces’ Conterence washeld again last
wedr at West Dean College, toencourage unider
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25 year olds (0 develop their abilities and take
advantage of career opportunities in the company.

New o sall  consultative  committees were
successfully introduced into every vompany in the
Group during the year to reflect the new husiness
organisation. As part of the Company policy for
aring  for employees,  occupational  health
arrangements were extended during the year by
the introduction of “well women clinies” and a
facility for medical checks is to by offered 1o male
einployees i the current year.

Safety Committees meet regularly in the various
companies and a new policy on safety was
adopted by the Group. It is very satisfactory (o
report that during the year 198990 the downward
trend in the number of aceidents in the Campany
has continued, Since 1986, when the current
secident reporting regulations were introduced,
there has been a significant reduction of 269, in
the numbcer of lost dime acadents.

Throughout the year the Company continued it
policy of mainiaining good communications with
its employees In addition (o regulac articles
appearing in the staff magazine Southent Water
News, speeial videos were presented and news
bulletins circulated to esplain (o stalf the changes
which were taking place in the Company“sbusiness
and the factors which would affeet its future
performance.

Fmatly, it is pleasing to be able to report that
Mr Jack Couzing, Senior Technical Assistani,
Southern Water Services Limited, wasawarded the
BEM in the New Year Honours List in recognition
of his service to the water industry.
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Southern Woter ple

Report of the Directors

for the vear ended 31 March 1990

PR TR e s me i

Sotthern Water ple was incurporated on L April
989 and until 11 December 1989 the entire fsswed
share capitad of the Company was held on behalf of
HM Seeretary of State for the Environment,

Under the provisions of the Water Act 1989 the
Compuny, through i whelly owned subsidiary
Southern Water Services Limited, assumcd a3
effective from § April 1989, the vasting of all the
functions of Southens Water Authonity relating o
water supply and the provision of sewltige s viees
together with the property, tghts and liabilities
associsled with those funcdons,

Share capital

On incorporation, on 1 April 1932, the Company’s
authosised share capital was 50,000 ordinary
shares of £1 caeh two of which were subscribed for
at par by nominees of the Seeretary of State for the
Environment. On 20 November 1989 following
capital restructuring the guthorised share capital
was increased [0 225,000,000 ordinary shares of £1
cach and one special rights redeemable preference
share of £1. The redeemable meference share and
163,725,000 ordinary shares of £1 were either
conditionally allotted or issued to the Secretary of
State for the Favironment,

On 22 Novembes 1989 the Scerelary of Stote
olfered for sale 163,725,000 ordinary shares of £1
each. All of the shures on offer were fnken up and
dealfings in the shares commenced on the Stock
tixchange in London on 12 December 1989,

All of the shares in the Company sald on an
instalment basis have been regwtered in the names
of Lloyris Bank Ple or National Westminster Bank
Ple as Cugtodinn Banks and wilt remain so untit ol
the instalments of the purchase price have been
paid 1o HM Goverrment,

As far as the Divectors are uware, no person hada-
beneficial interest in 3% or more of the issued
ordinary share capital ot 2 July 1990 with the
exception of the British Rai Pension Trustee
Canapasty Limited which holds 34209 of the issued
ordinary shires

Principal activitles
The principal activity of the Southern Wit Oroup
is the provision of water supply and waslewaicr
services Inaddition, the Group peovidesa range of
services to domestic and commercia) customers
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in the areas of civil engineering, information
technology, laboratory analysis, cavironmental
assessment, estate management, vehicle Jeasing,
contract plumbing and waste management,

Review of activities

Adetailed review of the Grou p's operations during
the linaneisi vear js provided on pages Bt 24 inda
segmenial analysis of tumover and pre-tax profit,
between the principal activity and other activities,
is pravided in note | on page 34,

Profit ond dividends

Profit on ondinary activities before taxation for
the year was £60.1m. Profit aitributable to ordinary
sharehalders amounted fo £48.8m. The Directors
propose a dividend of £16.4m (10.02p per ordinary
share) which, subject 1o approval at the Annual
General Meefing, will be paid on 1 October 1990 10
sharcholders on the register at 23 July 1990. "The
retained profit for the year, after deduction of
dividends, amounts to £32.4m and has been
translerred 16 reserves.

Pro-forma resuits N

The Offer for Sale Prospectus of Southern Water
pledated 22 November 1989 contained pro-forma
tamings infannation designed to refleet the inrgact
on the current year forecast results had the cayital
restructuring and public offer all been effected on 1
April 1989, 1 applied to the actual results for the
year ended 31 March 1990, the pro-lorma resulls
tatculated on the bases and assumptions set vut n
Chapier 111 of the Offer for Sale Prospectus would
have been: R

Pro-forma profit on erdinary activities after
taxation £759m

Pro-forma eamings per ordinary shure 46.4p

In deriving the pro-forma figures the unly changes
to the actual results for the year ended 31 March
1990 are the substitution of interest receivable of
£58m in place of intercst payable of £182m
reflecling the impact of the capital restructuring,
and the incorporation of a pro-forma taxation
charge of £82m. The pro-forma taxation charge,
which arisesin respeet of advance corporation tax,
has been calculated assuning u pro-forma full year
dividend of £24.6m.

For the purpose of calealating the pro-forma
carnings per ordinary share, it has been assumed
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that 163,725,060 Ondinary shares of Southern
Water plc had been in issue from 1 April 1989.

Diroclors

The first Dircctots of the Compuny were Mr | A
Gunn and Mr A D Wheinali of the Department of
the Environment wito were appointed on the
incorporation of the Company on 1 April 1989 and
who resigned with effect from 1 September 1989,

The present Dircetors of the Company are listed
on page b Al were appuinted with cffect from
1 September 1989, Mre } I Valentine, who was
appuinted a Director with effeet ivom 1 September
1989, resigned from the Board on 14 February 1990.

In accordance with Article 89, Mr P A Girle relires
and will, being cligible, offer himsell for re-election.
The Dircendr retiring by rotation at the Annual
General Meeting in accordance with Article 106
is Dr ] Westhead who, being cligible, wili offer
himself for re-clection. Neither of the Dircctors
seeking re-clection have service contractswith the
Company or any of its subsicharies,

Directors! share Intarosts

When appointed, noue of the Direclors had any
interest in the share capital of the Company or its
subsidiuries. The inlerests of the Directors shown
in (he register maintained under the provisions of
the Companies Act 1985 as at 31 March 1990 arc
set oul below: ‘

Beneficial holdings Shure options

Irdinary Executive Shoresave
shares option scheme  scheme

W] W Courtney 6,032 100,000 6,136
P A Girle 240 ‘
FN Midmer 3,595 83,060
Sir David Nicolson 260
B R Thorpe 5,560
M R Webster 10,060 85,000
J M Westhead 560

Options (o purchase fully paid ordinary shares
were granted under the Southern Water Sharesave

=

and Exceutive Share Option Schemes. Theve have

been no changes in Dircctors' interests in shares
during the period 1 April 1990 to 2 July 1990

A = S A TR —

None of the direetors holds shares beneficially in
any subsidiary company,

Directors’ intorosts in contracts

The Board is not gware of any contract of
significance (other than service contructs) in
relation to the Company or jts subsidiarics in which
any Dircetor has or has had & material jnterest,
Service contracts are held by Mr W} W Couriney,
Mr F N Midmer and Mr M R Webster,

Fixed assols

Capital expenditure on  fixed assets totalled
£11L4m during the year, Details of changesin fixed
assels during the year are summarised in note 9 on
page 37

Acquisitions and Investmonts

On | September 1989 as part of the restructuring of
the Group, the Company acquired from Southern
Water Services Limited the entire issued share
capital of Southern Science Limited, Southem
Projects Limited, IT Southern Limited, Topmark
Vehicle Leasing Limited, Bowsprit Estates Limited
and Southern Watercare Linited, These com-
panies had not tradesd . prior to L September 1989,
The trangfer to the Company was clfected by a
dividend in spicie cqquivalent to the net book value
of the assets of these companics. On the same day
Southem Waler Services Limited also transferred
by means of a dividend in specic all its fixed
asset investments to the Company. The amount of
the dividend was equal to the net book value of the
investments at the date of transfer.

On 7 December 1989 the Company subscribed for
and was allotted 5020 of the issued share capital of
Stalwart Environinental Services ple which will
operate as a joint venture company with activitics
in waste management. :

Rescarch and developmaent

-~ __Theimprovementofexisting services and processes

and the identification and development of new
iechnologies and solutions arc key aspects of the
Group's strategy. Rescarch and development plays
an integral role in the drive towards improvenients
in the quality of service and in more cost efficient
methods of working. It is a vital component in the
organic development of the Group.

Much of the rescarch and development cffort is
resourced internally through specific projects and
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Souwthern Water ple

Report of the Directors continued
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experimental sites, and in the Group's laboratories
and engineering facilities which operate as centres
of excellerice undertaking work on behalfl of the
entire Group, In addition, funding is provided {o
external bodies in particufar the Water Research
Centre and the Foundation for Water Research.,

Employacs

Southem Waler is an equal opportuniticsemployer
and has a policy of non-discrimination in all forms
of employment. Selection and promotion are based
solely on merit and ability and therefore no job
opplicant or employee reczives less lavourable
treatment. Disabled persons are considered for all
types of work and modifications to job and equip-
ment are made to enable them to be employed.

Other information on employee involvement and
communication is given in the Operations Review
on pages 8 1o 24,

bl

Donations

Charitable donations during the year amounted to
£15,000, No political donations were made by the
Company or is subsidiarics,

Close company status

The close company provisions of the Income and
Corporation Taxes Act 1988 do not apply to the
Company.

Auditors

A resolution to reappoint as auditors Coopers
& Lybrand Deloitte, who under their previous
business name of Deloitte Haskins & Sells had
been appointed as the first auditors of the
Company, will be preposed at the Annual General
Meeting,

8By Order of tie Board

GRAHAM NICHOLSON
Secretary

5 July 1980

e
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Accounting policies
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Easls of consalidation

The Group accounts have been prepared under the
historical costconvention and include the accounts
of the parent company and all its subsidiarics.

Comparative figuros

Comparative figures for the predecessor organis.
ation, the Southern Water Authority, for the year
ended 31 March 1989 Lave been incorporated,
restafed {o exclude the business and assets vested
in the National Rivers Authority with cffect from
1 April 1989, Changes have taken place during the
vear arising from capital vestructuring, the reg-
ulatory regime, and the conversion to ple status.
Accordingly the comparaliity of the figurcs for
the year ended 31 March 1990 and the prior yearis
limited and care should be taken in relafing these
fipures.

Turnover
Tumover represents the invoiced value of goods
and services provided, excluding VAT,

Dopreoclation of fixod nssets

Fixed assets are depreciated on a straight line basis
over their cstimated useful lives, which are
principally as follows:

Buildings 10 - 60 yeurs
Operational structures 15 ~ 80 years
Fixed plant 10 ~ 40 years
Vehictes, computers and

mobiic plant 3 - 10 years

Frecheld land and infrastructure assets are not
depreciated. Infrastructure assets, being mains
and sewers, impounding and pumped raw water
storage reservoirs, dams, sludge pipclines and sea
outfalls are not depreciated beeause the network of
systems is required to be maintained in perpetuity
and therefore has no finite economic life, Expend-
iture on maintaining the operating capability of the
network is charged as an operating cost.

Grants and contributions

Granis and contributions received in respect of
additions to fixed assets are deducted from the cost
of the additions.

Leasod nssots

Fixed assets leased {0 the Group under finance
leases ave capilalised and depreciated over the
shorter of their estimated useful lives and the lease
periods. Rental costs underr operating leascs arc
expensed as incurred.

Fixed asset investrnants

The Group's share of the results of related
companies is included in the consolidated profit
and loss account and the consolidated balance
sheetincludes the investmentin refated companies
at the Group's share of their net tangible assets,

Other investments held as Fixed assets are suated at
the lower of cost or market value (or directors
valuation where no market value is available).
Although the Group holds significant investments
in a number of local water companies the equity
method of accounting is not employed as the
Group exercises no management influence.
Dividends from other investments are accounted
for on receip,

Stocks and work in progroess

Stocks are stated at cost less provision for damage
and obsolescence. Work in progress is valued at the
lower of cost and netrealisuble value, Costincludes
labour, materials and relevant overheads,

Research end dovelopment
Rescarch and development expenditure is charged

lo the profit and toss account in the year in whichit
is incurred,

Forelgn currency

All transactions denominated in forcign currencies
arc translated into sterling at the rate of exchange
ruling at the transaction date, Foreign currency
balances are translated into sterling at the rate
of exchange ruling at the balance sheet date or
al the forward cover rate where forward cover
arrangements exist.

Deforred taxation
Provision is made for deferred taxation on the
linbitity method to the extent that it is considered
probable thata tiability to taxation will occurin the
foresceable future,

Peonslons

The Group operates defined benefit pension
schemes which cover all eployees. The expected
cost of these schemes is charged against profit over
the period benefiting from employees' service.
Variations from the regular costare charged against
profit on u siraight line basis over the expected
remaining service lives of employees in each
scheme, Contributions to these schemes are
determined on the basis of professional actuarial
advice in accordance with statutory requirements.

29
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Consolidated profit and loss account
for the year ended 31 March 1990

P oWRr o Tas i £t M camem d e i A B SRR ERY Ambeh P Fempr

Notes 1550 WA

Im oy

Turnover 1 22538 203.1
Profit batore Interest 2 783 933
[nterest {net) 4 182 282
Profit on ordinary activities hoforo taxation 60,1 651
Taxation 5 55 -
Profit on ordinary activitios atter taxation 546 6%.1
Extraordinary items 6 5.8 0.6
Profit attributable to ordinary shareholdors 488 B4.5
Dividend proposed 7 164 -
Retained profit 18 324 4.5

| i Sy g e

Changes dave taken ploce during the year arising from capital restruetudng, the regulatory regime, and the
conversion to ple status, Aceordingly, the coraparability of the results for the year ended 33 March 1990 and
the prior year is hmited anmd care should be saken in relating these figares.

Earnings per share information is shown in note 8.

Movements of reserves during the year are shown in note 18.




Sauthora Water pic

Consolidated balance sheet
at 31 Morch 1990

Nofes 1990 1959
Em im £ Lm
Fixod nssots )
Tangible assets 9 699.9 6282
Investments 11 6.0 5.9
705.9 6341
Current ntsyots
Stocks 12 3.1 37
Debtors 13 44.6 338
Cash at bank and in hand 29.6 e
773 375
Currant liobilities
Amounts falling due within one year;
Shott term borrowings 14 23 6.7
Other croditors 15 99.5 51.7
101.8 1124
Net current Habilities (24.5) {74.9
Tota! assots loss current Habilities ) 681.4 5592
Croditors ‘
Amounts falling due after more than one year:
Bank und other loans 16 2.0} {223.0)
- Provision for infrastructure ronowals (2.4) -
6770 336.2
Capital and roserves
Called np share capital 17 163.7 -
Share premium account ‘ 8 03 -
Profit and loss account 18 513.0 336.2
: 677.0 3362
The financial statements on pages 29 to 42 and 44 wert approved by the Board
on 5 July 1990 and signed on its behalf by: /kﬁ_‘;.

W] W Courtney e Chairman

w .
M R Webster Director M. K. (A Ik

K}
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Company balance sheet
at 31 March 1990
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Notes
m
Filxed assols
[nvestrments ) : .
Group companics 10 574
Other investients 1! 6.0
Curront assats
Deblors 13 2038
Cash at bank and in hand 30,1
32389
Current Nabillities
Amounts falling due within one year:
Other creditors 15 89
Mot curront gssots
Capital and resorves
Called up share capital 17
Share premium account 18
Piofit and loss aceount 18
The financial statements on pages 29 to 42 and 44 were approveq by the Board

on 5 July 1990 and signed on its behalf by:

W] W Courtney Cir Chairman

M R Webster Director

1990

63.4




Soeuthern Wotoer plc

Consolidated source and application of funds
for the year ended 31 Marcl 1990

1990
fm Im
Sourca of funds
Consoliclated profit on ordmary gctivitics before taxation 60.1
Extraordinary items (5\8)
Depreciation
Movement on infrastructure renewal provision 24-
78.9
Extinguishument of government debt 2762
Transter from reserves {14, 1)
Government share subscription 46.3
Grants and contributions 14.8
Proceeds on disposal of fixed assets 2.7
325.8
Appiication of funds
Capifal expenditure (1114)
{nvestiments f (G.1)
Waorking capital
Stocks 0.6
Dublors : (10.8)
Credilars 259
(95.8)
309.0
Providod by
Cash and shorl terin borrowings 88.0
Bank and other loans 2210
309.0

{786}
(5.6
{0.1}

1.6
3.6

1.0

115

(79.1)

Cresn oW

164

29
135

1(1 4

i




Soeutheri Watsr plc

Notes to the accounts

Tumover Profits

Noto 1 1990 1990
Segmentat information (a) Segmeutal injormation £m fm

Southerm Waler Group

Printipal activity 2226 743

Other activities 32* 4.0
Interest (net) (122)

2258 60,1

*After climinating inter company transactions

(b) Geographical information
During the year ended 31 March 1980 all activity was conducted in the United

Kingdom,

Note 2 1990 1989
Profit before intorost £m ~ im
Turnover 225.8 204.1
Cost uf Sales (116.4) {83.9)

Gross profit 1094 1152
Administrailon expenses (32.3) {23.1}

. Other operating income 12 12

Profit before interest 78.3 933

) ———— T oo,

!
H
i

Included in 1990.cost of sales and administzation expenses are certain

by

costs associated with E)rivatisution and the new regulatory regime which
I

. had not been incujred in the previous year.
!
Profit before intcrcl{t is stated after charging;

Depreciation'on: %,

L rl;::; %:éi:dls&}?cdtg un“c‘kkr\f_\ﬁnancc leases 2?? 1?;

22 195

Infrastructure renewals --—1—47 1(;?

Audit fees ol X

Rentals under operating leases _-(-J"; 01
Research and development —To" 99 )

3




e L LA AR W SRR

Hote 3
Directors and employoces

1950 1959
{a} Staff costs £m e
{including Directors’ emnluments)
Wages and stlaries 39.0 334
Soctal security costs 3.0 26
Other pension costs 6.3 47
48.3 407
1990 W5y
. Number Numher
(8 Average muniber of personss employed .
Principal activity 2217 2667
Other aclivities 573 <vuf
2790 2667
£000
(c) Directors* eimoltonents (from 1 Septentber 1989)
Fecs 28
Other empluments
(including pension contributions) 222
Compensation for loss of office 219
469
The emoluments of the Chairman and the
highest paid Director (excluding pension
contributions) from 1 September 1989 were
as follows: '
Chairman ‘ : 46
Highest paid Director 59

N b—

No Directors emolumenis were incurred in the period from 1 April 1989 to
31 August 1989, -

(d) Dincctors and senior cmployees

The remuneration icxcluding pension contributions) of Dircctors, other than
the Chairman and highest paid Director, together wath those employees who
carncd more than £30,000 was within the following calegorics:

Dircetors Emgployees
1990 1990 1959
£ Number Number Number
G- 5000 2
5001 - 10000 3
10001 - 15000 1
30001 - 35G00 1 24 1
35001 - 40000 - 7
40001 - 45000 1 9
45001 -~ 50000 — 1
50001 -~ 55000 - 1
55001 -;,/50000 — 2

|~V
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Southoern Wotor ple

Notes to the accounts continued

LMt A3 osen_ o A sitfmo Sl emen

Nota 4
Intorest

MNota §
Toxation

SERTTRLS,

Hoto 6
Extraordinary items

MHote 7
Dividands payablo

1990 19ra
im im
Bank loans, overdrafts and other Jonns:
Repayable within 3 years by instalmenis -~ 127
Repayable within, 5 years not by instalments 20.0 182
Finance lease obligations 0.2 (1.5)
Interest puyable 202 294
Interest receivable (2.0) (1.2}
182 282
1990
- £m
United Kingdom taxation:
Advance corporation lax on dividends
for the year 5.5

Unti! 1 September 1989 the Group was exempt from United Kingdom income,
corporation and caJJitni gains tax on atl income and chargeable gains, Asat |
September 1989 the GrouF became cntitled to capital allowances on
ﬂualifying assets transferred Irom Southern Water Authority. The amount of
1e expenditure qualifying for plant and machinery allowances was £559.4m
and the amount qualifying for industrial building allowances was £36.7m.

Until such time as a foreseeable liability to mainstream corporation tax or
deferred tax arises, the only tax charge to the profit and loss account will be
in respect of advance corporation tax,

1990 R 1)
Lm L
Privatisation costs 44 0o
Pre-1974 pension obligations 1.4 -
5.8 06

1930

fm

Final proposcd of 10.02p per ordinaty share 16.4
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MHoto 8
Earnings per
ordinary share

Noto 9
Tangible fixed asscts

Clost

Depreciation

Nel book value
31 March 1990

ot Boods patue
B Merch 1989

i

The Dircclors believe that the calculation of earnings per share based on the
actual results fur the year ending 31 March 1990 would not be meaningful in
view of the significant changes occurring during the year particularly in
relation to the capital restructuring,

Assetoutin the Offer for Sale Prospectus, carnings per share are only provided
in respect of Pro-forma camings and amount to 46.4p per ordinary share.

There would be no si%nificant dilution of carnings if the cutstanding share
options were exeicised. '

Frechold  Plant and Infra. Other Total
land and  mochinery  structwie
buildings asscts
£in £m £m £m Em
Balance 1 Aprit 2553 119.8 291.1 66.6 7328
Additions 262 142 535 17.5 1114
Grunts and .
contributions 0.2) 0.4) {9.8) (4.4) (14.8)
Disposals - (3.1) - (0.8} (3.9)
Balance 31 March 2813 1305 334.8 789 823.5
L]
Balance 1 April 38.1 38.3 - 282 104.6
Charge for year 55 6.7 - 100 222
Risposals - {0.7) - {(0.5) (12)
Balance 31 March 436 443 - 577 1256

2377 862 334.8 412 699.9

2172 SL5 2911 384 628.2

Pk o, (RIS A

Tangible fixed asscts at 31 March 1990 include £67.1m of fssets in the course
of construction which are not depreciated until commissioning.

The net book value of tangible fixed assets held under finance leases at
31 March 1990 was £10.7m.

N




Southora Water ple

Notes to the accounts contimued

Noto 10

Fixed assats investments ~
Group componies

Hoto 11

Fixad nsnol invostinonts —~
Other Investmanta

MNote 12
Stocks

-

Shares in Loans o ‘Total

proup group

companies oImnpames
m £m £m
Acquisitions 47.0 s 4790
Loans advanced - 10.4 104
Balance at 31 March 47.0 10.4 574

The principal subsidiary companies are listed on page 44,

Group Company
£m £m
Balancea( I April 59 -
Investments during year 0.1 0
Balanee at 31 March 6.0 1}

et

In the opinion of the Dircctors the value of investinents at 31 March 1990
related company is not

was not less than book vatue, An investment in a

matenal,

Details of companies in which the Group owns more than 209 of the cquity

are shown un page 4.

Materials and consumables
Rechargeable work in progress

Group
1990 o8y
£m Im
25 30
0.6 07
31 37
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Notz 13
Dobtors

Nota 14

Short-term borrowings

Note 15

Othior creditors

Group Company
1990 fosa 1940
m AR Lm
Trade debtors 419 2ch —
Amounts owed by subsidfirics 293.0
Other debtors 15 51 0.1
Employee loans 12 14 -
Prepayments 02 02 0.1
446 338 2938
Grou
1990 juny
m X
Bank loans and overdrafts - 148
Other loans - 430
Obligations under finance lcases 23 29
23 607
Group Company
1990 1uxY 1650
fm  Sm im
Trade creditors 325 23K —
Amounts owed 1o subsidiarics 04
Proposed dividend 164 - —
Advance corporation tax 5.5 - -
Other taxation and social sceurity 0.7 0.1 -
Other creditors 51 41 33
Accruals and deferred income 393 27 5.2
95 51.7 89

v m—

39



Southara Water ple

Notes to the accounts eontmued

e e

Nota 18
Bank and ether loans

Hote 17
Caliod-up ahare capitn!

P et vk

Y
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Grou
it R AR
Im e
Government loans - 2187
Obligations under finaince Jeases 20 43
2.0 2230
Loans anc obligations under
finance leases are repayable as follows:
Between one and two years 06 38h
Between two and five years L4 TRT
After five years . - 1037

e .
- Authprised : m
225,000,000 ordinary shares of £l cach : 2250
1 special rights redeemable preferénce share of £1
‘ (N 225.0
ks ‘ e—
Allotted, caffed-up and fully paid
rdinary shares of £1 cach:
Issued during theyear < 163.7

et p——y

o , .
The specinl rights rideeniable preference share of £1 was allotted and jssued .
to HIM Secretary of State for the Enviranment in November 1089,

?ﬁtsmncling aptions to subscribe for ordinary shares in the Company arc as
altows: \ .

‘Dateof  Number of Price per
rant ¢ shargs: share

000

Exteutive share L .
option scheme Febriary 1990 932 281p
Sharesave schemie December 1989 1,463 176p

In normal circumstances the Executive share options may be exercised
between three and ter years from the date of grant.

Gptions under the Sharesave scheme may be excrcised aiter cither five or
seven years from the date of grant.

"

A
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Hota 18 Group Company
Sharo promium account Pms'{;:‘:rc &m . wﬁi}ﬂﬁ &Plrgisi;
miam & ium &
and roserves Account Account  Account Actount
fm £m £m Lm
Al 31 March 1989 3362
Opening adjusiment (14.1}
At 1 April 1989 3221 P
Special dividend from Southern Water Y ,
Services Lid . 250 e L
Share capitalisation {117.4) (117.4) i pii RS
Premjum on allotment in year 03  (0.3) 0.3  (03) 5
Retained profit for the year 524 39.1
Gaovernment debt extinguishment 2762

0.3 5130 03 2144

The cpening adjustment refates 10 costs arising from the separation of the
National Rivers Authority. Included in this adjustment nre loans
amounting {o £114m in respect of National Rivers Authority activities
which were incorporated in the government debt extinguishment in
November 1989,

“The profit for the financial year of the Company was £39.1m. No scparate
profit and loss account is provided.

Mots 19 : Group Company
Contingont llabilltica . ' 1950 1989 1950
‘ . m Im Im

Contingent liabilities in connection
with contractors’ claims on capital

schemes and road reinsiatements 3.6 24 -
Hote 206 : ggco;mu{!‘akg Compaggg
Capitnl commitments ’ g 1
aplial comm Im L im
- Qutstanding contracts placed for
capital expenditure 509 3557 -
Capital expenditure authcrised by .
directors but not contracted 553 282 -
N
A
Al
T KPP A S T OY M T L I T B PN N SR : " - 1




Southerp Water ple

Notes to the accounts continued

e i

Hota 21

Othar {inancial
commitmenta

Hoto 22
Psrislons

-~

o b e

o e
Lm Em
At 31 March 1990 the Group
had annual commitmenis under
non-canceliable operating leases
as follows:
Expiring within one year 0.2 -
Expiring between two and
{ive years 09 —_
; S N -

= ST JREEPERCL

The Group, operates iwo funded defined benefit pension schemes providing
penefits based on final pensionable carnings and years of service, Both

~ schemesarcadiministercd by trustecs and operate independently of the Group,

The schemes are valued by independent consulting aciuarics using the
‘projected unit' method, The last asctuarial valuation of the main schome,
which covers over 80% of the Group's employees, was carried out as al 31
Mirch 1989. Al that date the estimated market value of thescheme’sassets was
£56.7m which covered approximately 107% of the benefits accrued o
members, after allowing for expected increases in carnings. Having regard to

_ this valuation the actuary recommended that the employer contribution

should be maintyined at 12% and 11,75% of pensionable pay for members
naying contributions of 6% and 5% respectively. This has been implemented.
The next actuarial valuation will teke place as at 31 March 1992,

e second scheme which s a closed scheme was established on 1 September

1989 with an agreement to make transfer payments from the Water Authority
Superannuation Fund sufficient to fund the accrued benefits of the scheme

members at that date. All contributions have been made at similar rates to the
neain scheme The results of the first full actuanial valuation at 31 March 1990
are not yel asailable.

The principal assumptions used in the actuarial valuation are those related to
the ditferentials between the rates of retum on investments and the rates of
increases in carnings and pensions. It has been assumed that the investment
return per annam will be 2% higher than wage and salary increases and 3%
higher than pension increases.

Total pension costs for the year were £6.53m (1989 £4.7m),
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Southorn Water ple

Report of the Auditors

ST S R MR Sen s, Tekoe Do e, -

T the members of Southern Water ple

We have audited the accounts on pages 29 Lo 42
and 44 in accordance with Auditing Standards,

In our opinion the accounis give a true and fair
view of the state of affairs of the Company and of
the Group at 31 March 1990 and of the profit and
source and application of funds of the Group for
the year then ended and have been prapetly

prepared in accordance with, the Companies Act
s Xt Sl
wo 2 X Epinndd A

COOPERS & LYBRANDDELOITTE
Chartered Accouitianits

5 july 1990
London

¢ T, T L .

T tae Lemer dws o

Financial calendar

1990

5 July Announcement of final resulls

16 Jul Ex dividend date for final dividend
23 July Record date for dividend

30 August  Annual Geners] Meeting

I October  Final dividend payable

1991

January  Announcement of unaudited
interim resulls

March Interim dividend payable

3t March  Financial year end

Shareholders’ interests

At 20 June 1990

Number of Sharcholders 127,951 (excluding 1507 package units)

Shareholdings Sharoholdors % Sharos % Catogory of Si’mroholdon %%

Rango Sharcholdors

700 and under 4990 6.71 Pension funds 0.03

301 to 1600 #9.04 15.70 Insurance compinics 0.03

1001 {o 10000 (.30 145 Banks D.14

10001 to 50000 0.11 2.03 Nominee companics 1.16

Over 50000 0.15 74.11 Other corporate bodies 040

Other sharcholders 08.24

100.00 100.00 100.00

Shares %

189
4.69
035
3776
3267
2264

10Q.00

P
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Southorn VWeter ple

Subsidiary companies and investments in other companies
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Subsidiary companlos

The Company's principal subsidiary companies ara listed below, All companies are incorporated in England
which is also the country of operation,

Company Class of capitnl Proportion of Nature of businoss
class hold

Southern Water Services Limited Ordinary 100% Provision of water supply

and waslewater services

Southern Science fLimited Oudinary 100%% Laboratory analysis and

environmental assessment

Southern Prajects Limited Ordinary 100% Civil engineering design

and consultancy

{T Southern Limited Ordinary 100% Information technology

; services

Topmark Vehicle Leasing Lumited Ordinary 1009 Vehicle and specialist

' equipment leasing

Bowsprit Estates Limited Ordinary 160% Estates management and

property consultancy

Southern Watercare Limited Ordinary 100% Contract plumbing

Othor fixod assat Investmonts :

Principal trading companies in which the Group holds more than 20% of the equity are listed below,
All companies are incorporated in England which is also the country of operation.

Zompany Class of Proportion of HNature of Total capital *Profit for
cupltal class held businoss  and reserves tho year
; € i
Irrvestiment companies .
Eastbourne Waterworks 4.9% Cons 250%  \Water supply 59 1.2
Company Ordinary
Folkestone & District 3.5% Ord 199%  Water supply 4,1 03
Water Company 4.9% Ord 25.0%.
4.9% Ord (1953) 25.4%
7.0% Ord 27.2%
Mid-Sussex Water 3,325% Jrred. , Water supply
Company Preference 10.1% 154 21
4.8% Ord 25.5%
7.0% QOrd 45.8%
West Kent Water 3.5% Cons 247%  Water supply 1.8 02
Company Ordinary
Related comptiny
Stalwart Environmenta) Ordinary S00%  Waste
Survises plc management i

* Prafid s after charging tax and estrsordinary Hems (il ang)




Southorn Walor plc

Group five year summary

[ TP = o et T

Turnover

Profits
Profit before interest
Interest (net)

}fmﬁt‘bcfore taxation
Taxation

Profit after waxation

Dividond per ordinary share

Assots omplayed
Fixed asscts
Investiments

Net current liabilities
Long term liabilitics

Net tangible assets

Coapitad and resorves
Share capital

Share preminm

Profit and loss account

1530
£m

2258
78.3
(182)

60.1
3.3

546

10.02

ik mnnnarien

Im

699.9

(24.5)
(4.4)

677.0

163.7
513.0
677.0

1940
Lm

204.1

93.%

28.2)

G353

651

i

6282
3.9
{(74.9)
{223.0)

3362
3362

b4}

579.8

0.3
169,03
{2394)

2717

4T eI
s A
1769 Ihile
#29 PE X
13523 i37.8)
473 ah9
47.3 304
p P
S JLin
5404 503.8
{55.5) hla
1272.5) {377.3)
2124 1631
212.4 165.1
212, 5.1

Chranges hiwe tahen place during the year asising from capital restructoring, the requlaton reqme, and the
cenreersion W ple tates. Accordingiy, the compiirabibty of the results Tor the year ended 31 March 1990 and privr
yors i Bodted andg care should be (aken in relating ihese figuees




Southern Wotor plc

Notice of Annual General Meeting

R E e o canTL TG beem W

NoTict is hereby given that the first Annual
General Meeting of Southern Water ple will be held
at the Brighton Centre, King’s Road, Brighton BN1
2GR on Thursday 30 August 1990 at 11,00 am, for
the transaction of the following business;

Ordinnry business

1 To receive the Report of the Directors and the
audited accounts for the year ended 31 March
1990, '

2 To declare a final dividend for the year ended
31 March 1990 of 10.02p per ordinary share.

3 To re-clect My I' A Girle as a Director.
4 To re-clect Dr ] M Wosthead as a Director.

5 To re-appoint Coopers & Lybrand Deloitte as
auditors of the Company and (o authorise the
Directors to fix their remuneration,

Spocial business

& ‘To propose the following resolution as a Special
Resolution:
Tuar the Dircclors be and they are hercby
empowered, pursusnt to Section 95 of the
Companies Act 1985 to allot cqluity securities (as
defined in Scction 94 of the said Act) pursuantto
the authority conferred by a special resolution
passed at the Extraordinary General Meeting of
the Compaay held on 20 November 1989 as if
Section 89 (1) of the said Act did not apply to any
such alotment, provided that this power shali be
limited to:
(a) the allotment of cquity securities in
conpection with ¢ rights issue in favour of
ordinary sharcholders where the equity
securities respectively attributableto the interests
of the ordinary shareholders are proportionaie
(as nearly as may be) to the respective numbers
of ordinary sharcs held or deemed to be held by
them (but subject ta such exclusions, or other
arrangements as the Direclors may deem
necessary or expedient to deal with fractional
entitlements, record dates, legal or practical
problems arisin% in any overseas werritory or by
virtue of shares being represented by depositary
receipts, the requirements of any regulatory body
or uny stock exchange or any other matter
whatsoever); and
(bi the allotment (othenwise than pursuant to
sub-paragreph (a) hereof) of equity securities up

to an aggregate nominal amount of £8,186,000,

and provided further that this power shall

expire fifteen months from the passing of this

resolution or, if carlier, at the conclusion of the

1ema am ey TR ey .

L4 e o R, e iy, S

uext Annual General Mecting of the Company
after the passing of this Resolution, save that the
Company may prior to such expiry make offers
or agreements whicl would or might require
equity seeurities to be allotted after such expiry
and the Directors may allot equity sccuritics in
pursuance of such offers or agreements notwith-~
standing the expiry of any power conferred by
this Resolution.

Ordinary resolution

7 To proposce the following resolution as a
Qrdinary Resolution:
That the Directors be requested to adopt the
principle that the power contained in Article 135
of the Articles of Association of the Company
should be exercised so that, to the extent
determined by the Directors, the holders of
ordinary shares be permitted to elect o receive
new ordinary shares in the Company, credited as
fully paid, instead of cash, in respuct of any final
dividend to be paid for the financial year ending
31 March 199 and any dividends to be paid in
subsequent years as the Dircclors may consider
appropriate.

By Order of the Board

Graham Nicholson
Secretary

Registered office:
Southem House

31 July 1990

“Yeoman Road

Worthing
West Sussex
BN13 3NX
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Notes

1 This notice of the Annual General Meeting of
Southern Water ple is being sent to members and
the regisiered holders of interim rights (including
rights acquired in respect of Package Units
(comprising shares in cach water holding company
including Southern Water plc)) in accordance with
the Instalment Agreement dated 22 November
1989, The Instalment Agreement provides that
until shortly after the final instalment of the
purchase price is paid on 30 July 1991, sharesin the
Company on which instalments are pavable will be
held by Lloyds Bank Ple. Interim rights holders,
who together with members are for convenience
referred 1o as shareholders in these notes, can
howiver attend, speak at and exercise voting rights
ai the Annual General Meeting.

2 Shares acquired by employees under the Free
and Matching Offers are held by Trustees until
December 1991 and cemployees holding shares
acquired under the Free and Matching Offers will
not be able to attend general meetings of the
Company until the chares are registered in their
names in December 1991, The employees can
however instruct the Trustees how to vote on their
behalf on ary particular resolution if it is put to &
formal vote on a poll at the meeling. A voting
direction form is enclosed for  employees
concerned.

3 Subject to it being duly declared at the Annual
General Mecting, the final ordinary dividend will
be paid on 1 October 1990 to sharcholders on the
register at close of business on 23 July 1990,

4 A sharcholder entitled to attend and vote is
entitle] {o appoint one or more proxics to attend
and, on a o?E vote in his stead. A proxy need not
be a shareholder of the Company.

5 Completion of the enclosed proxy form does not
preciude a shareholder from attending the meeting
and voting in person. Any instrument appointing o
proxy, with the authonty (if any) under which it is
signed, or a certifiecd or oftice copy of such
authorily, must be deposited with the Registrars not
fater than 48 hours before the time fixed for the
meeting, or any adjournment thereol,

6 The register of directors’ sharcholdings and
copies of directors' service contracts wilt be
avajlable for inspection at the registered oflice
during normal business hours gn any week day,
excluding Saturdays and public holidays from the
date of this notice until the date of the meeting and
at the place of the meeting from 10,00 am until &
conclusion of the meeting,

1 L ey e A
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Resolutions ~ Explanntory notes

The Annual General Meeting is a mecting of
sharcholders which the Company is required to
hold each year Therc are resolutions before the
mecting which shareholders will be asked to
approve. Resolulions 1-5 and 7 are ordinary
resolutions which may be carried by a simple
majority of sharchalders voting in person or by
proxy; resolution 6 is a speeial resolution which
the Companies Act 1985 requires to be carried by
a 75% majority.

Resolution 1: to receive the report and accounts
The Directors of the Company are required to
present, to the meeting the Report of the Directors
and the audited accounts for the preceeding
financial year,

Resolution 2: to declare a dividend

The deciaration of a final dividend must be
authorised by the shareholders and cannot exceed
the amount recommencied by the Directors in their
report, If the meeting approves this resolution the
dividend will be paid on 1 October 1990,

Resolution 3: re-clection of Director

The Articles of Association (the rules which govern
the Company’s internal management) require an
Director appointed by the Board to retire and see
re-clection at the first Annual General Mecting
next following his appoinuuent. Mr PA Girle was
aproinwd by the Board on L September 1989 and
will seek re-election at this meeting,

Resolution 4: re-election of Director

The Articles also provide for the retirement of
Direclors, other than the Exccutive Chairman, by
rotation cach year. In accordance with these
provisions Dr JM Westhead, will retire by rotation
this yecar and seek re-election,

Resolution 5: appointment and remuncration of
audifors

The Auditors of a company may not continue in
that office unless re-appointed at the meeling at
which the accounts are presented. The resolution
proposes the appointinent of Cooper & Lybrand
Deloitte who under their former business name of
Deloitte Haskins and Sells had been appointed by
the Directors as the first auditors of the Campany.
As is common practice, the resolution also gives
authority for the Direclors to approve their
remuncration,

Resolution 6: renewal of authority to allot shares
The Dircctors were given a general authority to
allot ordinary share capital up to a muximum
nominal amount of £217,423,000 at an Extra-
ordinary General Meeting of the Company on

e
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Southern Water ple

Notice of Annual General Meeting coninued

A S M T R W3 ek Mz -

20 November 1989, This authority 1o allot shares
remaing valid for a period of five years and there-
fore expires in 1994,

If the Divectors propose to alot ordinary shares
for cash {other than pursuant to an employee
share scheme) Scction 89(1) of the Companics
Act 1985 requires such shares to be offered first
to sharcholders in proportion to their existing
holdings, These are known as pre-cinption rights,
There may however he circumstances where, in the
best interests of the Company, the Dircctors aced
the flexibility to finance business opporiunitics as
they arise by the issuc of ordinary shares. It is
therefore common practice for companies to

propose o special resolution to disapply the pre-~

eniption requirements of Section 89(1) when the
Directors wish to raise cash by way of the issue
of new shares whose nominal value does
not cxeced 5% of the Company’s issued
share capital, This resolution thercfore gives the
Dircctors authority (o issue for cash, new ordinary
shares up to a limit of 5% of the Company's issued
ordinary share capital without first offering the
shares to existing sharehalders, This authotity will
last until next year's Annual General Meeting or
fiftcen months after the passing of the resolution
whichever is the earlicr,

Dovignod by Michael Ol nnell,
typeset by Swesetters,

prnted by Westerham Pross

on Doraun Royval (a UK paper].
Major photography by John Wender,
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Resolution 7; scrip dividend

Articie 135 enables the Directors, if authorised by
an ordinary resolution of the Company, to offer
sharcholders the option to receive I}ully aid
ordinary shares as an alternative 1o the cash which
they would othenwise receive as a dividend, This is
commonly referred to as a serip dividend option.
The Directors belicve that this option will be of
benefit to the Company and of particular vaiue to
sharcholders who may wish to increase their
heldings without incurring dealing costs. However
as the final instalment in shares in Southern
\Water will not be paid until July 1991 it is not
appropriate to offer this option in respect of any
dividend for the financial year ended 31 March
1990 or any interim dividend for the year ending
31 March 1991, The Directors are however anxious
that the principle of offering scrip dividends in
future vears should be considered by shareholders
0 thau their views may be taken on the proposal
and an_approprate resolution for the payment
of a scrip dividend presented to the next Annual
General Meeting of the Company,

It should be stressed that this resolution will not
have the cffect of authorising the Directors to
permit sharcholders to clect for a serip dividend in
respect of the dividend declared ad this or any
other mecting or any inierim dividend,

OvrposiTe: Inspecting the flow frdm the dny weather
welr ol Eastney
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NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICHE RECORD

Companies House regeets that the microfiche record
for this company, contain some documents, which are
illegible.

The poor quality has been noted, but unfortunately
steps talken to improve them were unsuccessiul.

Companies House would like to apologise for any
inconvenience this may cause

AL
ANYANIS BFOInEXE Dyt k



