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Southern Water’s Span of Operations

The collection, treatment and
distribution of potable water.

The collection, treatment and recycling
of wastewater.

The provision of services to domestic,
commercial and industrial customers in
the areas of civil, mechanical and electrical
engineering, information technology,
laboratory analysis, environmental
assessment, estate management, vehicle
leasing, contract plumbing, heating and
ventilation and waste management.

Southern Water’s Mission

To provide first class, value for money
service for all our customers.

To increase the profitability of existing
companies and seek opportunities to
develop related businesses for the benefit
of our shareholders.

To give opportunities for achievement
and reward to all our staff.

Ta protect and enhance the quality of
the Environment for the benefit of the
community.

COVER:
Whater crowloot photogruphed at the
Nature Reserve, Bewl Water, Kenl

RIGHT:
Sunset sailing at Bewl Water
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Chairman’s statement

it is with great pleasure that I present the Sccond
z Annuat Report of Southern Water ple which, in
R fact, covers our first full year in the privale seclor.

After the momenious cvents of 1989 and the priva-
tisation of the Water Industry, 1990 could have seemed
an anti-climax. This has certainly nol been the case - the
year hasbeen exciting and demanding. We have seen the
continuing profitable development of our Group,
together with the introduction of new services and
products which will lead to increascd growth and
benefits for sharcholders and customers alike.

i am delighted to vepor. an excellent f{inancial
performance for the year ended 31 March 1991
Pre-tax prolits have risen from £84.1 million on a pro-
forma basis to £97.1 million with turnover increasing
by 11.2% to £251.2 million. The Dircctors are recom-
mending a final dividend of 118p (nel) per ordinary
share making a total for the full year of 17.7p (net), The
Dircctors are also pleased Lo provide a scrip alternative
for the final dividend for those who wish 1o build their
sharcholdings.

Whilst some of the freedoms of being in the private sector
arc becoming apparcnt (here has also been a
considerable amount of comment recently on the
finuncial resw) © of the water industry. Southern Waler
plc has co+ sistently «tated that its policy is to maintain a
carelu? av-d 7 Luita % balance between the interests of
sharcheiu ., s and customers, Indeed, in the current year
Southern Water Servi~es, our regulated subsidiary, has
chosen not o implement the full customer tariffincrease

negotiated with the Government. In addition, the profit
before interest of this subsidiary for the year ended 31
March 1991 is in line with the forccast profits agreed
with the Government and against which the profile of
future tariff increases was established. T must also
be emphasised that the bulk of these profils -~ some
two-thirds this year - is required to contribute to the
funding of our massive capiial investment programme.

It is pleasing to record that there has been steady
development of our non-regulated activities which are
mostly of organic origin and that earnings have
increased in the year under review.

Southern Water Services Ltd

The principal subsidiary concerned with the supply of
water and wastewaler treatment has made encouraging
progress in our drive to achieve lurther cost cconomies
and more efficient working practices. This is important
sincewe cannot be immune to national cconomic cycles,
indeed the current recession has resulied in a decline in
metered demeand for water and wastewater services from
induslrial and commercial customerts in the South East
nf England,

We arc engaged on a huge programme of capital works
needed to make good the neglect of many past decades
and achieve the ever higher standards now demanded by
the European Community, H.M. Government and its
agent bodies such as H.M. Inspectorale of Pollution, the
Drinking Water Inspeciorate, the National Rivers
Authority and the Ministry of Agriculiure and Fisheries.
Expenditure on capital works (including infrastructure
renewals expenditure) amounted lo £141 million during
the year with an average of 500 contracts in progress or
planned at any oue time. Capital expenditure will be
even higher in 1991/92 and over the next ten years will
average more than £3 million per weelk.

Meanwhile excellent progress is being made on all
compliance related projects and we are ontarget o meet
our commitments in relation to relevant U.IK and E.C,
standards,

Southern Water fully recognises the need for sensible
regulation in the water industry and works closely with
the Dircetor General of Water Services and our other
regulators, Fowever, it must be underslood that the
extent of the regulatory regime now far excecdsanything
that existed in pre-privatisation days and its prowing
costs and demands on ourresources are causing concern
- especially as these will ultitnately have to be borne by
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Chairman’s statement continued

RIGHT:

One of the major works undertaken
by Southern Projects the £7M
Headworks at Broadstairs (Kent).

our customers. Furthermore, it is a fact that the customer
cannot, in reality, have much influence on the setting of
higher standards which largely emanate from the E.C. -
he just has to pick up a larger bill year after year without
reatly understanding why.

Southern Water has therefore implemented a policy
which seeks lower cost solutions for the capital
expenditure programme and will lake positive steps 1o
explain the benefits arising from specific projects,
through carefully targeted local advertising,

We have experienced dry weather conditions for well
over two years and in the Eastern part of our region
water resources are depleted. Despite these adverse
conditions we have succeeded in maintaining essential
supplies to all our customers, We are making every effort
to increase availability through reducing losses in the
distribution system and by developing new water
resources, The commitment of our staff and the co-
operation of our customers in Kent and in parts of
Sussex, in response to the difficult conditions, merits
special mention.,

Southern Water Services is structured so that there isa
director, with a highly trained and experienced man-
agement team, in charge of each Division based on
Hampshire, Sussex, Kent and the Isle of Wight. They are
determined to offer a high level of cusiomer care and
good value for money in all the services they provide,

Other activities
The last year has scen the continued successful devel-
opment of our non-regulated commereial activities.

Southern Science, Southern Projects, IT Southern,
Topmark Vehicle Leasing and Bowsprit Estates haveall
increased their profits and have gencrated a growing
volume of business outside the Group, Watercare has
broadened its gecographical coverage and extended the
range of services it offers in the plumbing field resulting
in a steadily growing turnover.

The launch of our new “Hazeley Down™ range of high
quality bottled mincral water is imminent, alter most
successful pilot trials.

A new Southern company, Scctron Systems Lid,
operating a high technology securily monitoring
service, has just commenced trading, with encouraging
initial results.

It is also pleasing to report the continued advance of

Stalwart Environmental Services ple, our joint venture
with SAUR (UK) Ltd, which has now won {ive major
local authority coniracts in waste management,

During the year we added two small businesses to the
Southernn Water Group; one, MW. Longley Ltd, is
a well respected heating and ventilation firm which
will complement our existing activities and the other
is a smail software company specialising in advanced
network modelling and process control,

Subsequent to the financial year end we have also
disposed of our minority holdings in the three Water
Companies contralled by SAUR Water Services ple,
The development of good relations with SAUR
through our Stalwart joint veniure had largely
achieved the original objectives of these shareholdings.
The opportunity was therefore taken in April 1991 to
realise these investments giving rise to an exceptional
profit before tax of approximately £7 million.

The Future )

[ believe that Southern Water plc has established a firm
base for sound conlrolled growth, The important water
and wastewater business is well founded, with high
quality management and well on its way to achieving its
quality targets,

The tong suppressed entreprencurial skills within the
Group are responding to the more competitive climate
of the private sector, encouraged by the introduction of
remuneration schemes directly related to performance,

1 must pay tribute to the relatively small Board of
Exccutive and Non-Executive Directors whose experi-
ence, wide business skills and independent views
combine to form an excellent and effective team.

Once again, I am pleased to commend the employees of
the Group. The quality of their work, their loyalty and
dedication at all levels is a key factor in the sound
progress of our business.

It has been a year of achicvement accompanied by a
robust financial performance, The current year has
started =il and 1 look forward 1o reporling another
successiitl outcome,

e

L4

WiLLtam JW Courrney CBE
Chairman
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The Board and Advisers

Graham Nichalson

Williain Courtney CBE
Executive Chainman

William Courtney was cominis-
sioned in the Royal Marines and after
serving at sea and in the Commandos
joined the building material
producers Marley ple. He became a
managing director in 1960 and was
Joint Deputy Chairman of the
inter -ational group from 1976 lo
1985, He joined Southern Water
Authorily as Chairman in August
1985. He was appoinfed Executive
Chairman of the Company in
September 1989.

Mr Courtney is Vice Chairman of
the Waler Services Association and
Chairman of thc Watcr Byclaws
Advisory Service and of the Water
Industry Certification Scheme. He is
also Chairman of the British Board of
Agrement, which assesses  and
certifics new building materials.
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John Westhead

Brian Thorpe CBE LLM

Non Executive Deputy Chairman
Brian Thorpe has been Depuly
Chairman since the inception of the
Company in 1989, having been
Deputy Chairman of the Southern
Water Authority from 1983, He was
Chief Executive ol Southern Waler
Authority from 1974 until his
retirement in 1988, He is a Member
of the Exccutive Board of the
International Water Supply
Association and a Trustee of the
Association’s Foundation for the
Transfer of Knowledge to
Developing Countries.

Martyn Webster BSc(Econ) FCA
Group Finance Direclor

Martyn Webster has been Group
Finance Director since the inception
of the Company. He qualificd as a
chartered accountant with Price
Waterhouse for whom he worked
in the UK, Australia and the
Netherlands. From 1979, he was
Financial Coniroller of NCR and in
1985 he became Group Finance
Controller at Laporte Ple.

Sir f1avid Nicolson

O AR a2

Francis Midmor

C Eng, FICE FIWEM FBIM
Group Technical Direclor

Francis Midmer has been Group
Technical Director since the
inception of the Company having
worked in the water industry since
1949. He was appointed Director of
Technical Services of Southern
Water Authority in 1985 and joined
that Board in 1988. Mr Midmer is
currenily 2 member of the Water
Services Association Environmental
Jssues Committee, and is also
Chairman of the Industry’s Process
Systems Committce, He is a Board
member for the Management
Committece of the Foundation for
‘Water Rescarch.

Philip Givle FCIR FBIM

Non Executive Direclor

Philip Girle was appointed to the
Board of Southern Water Authority
in 1986 and became a Director ol the
Company in September 1989, He is
Chairman of the Audit Comunittce,
A former Dircctor and General
Manager of National Westminster
Bank, and a former Direclor of
Yorkshire Bank he hasbeen involved
in all aspects of bauking - retail,
merchant and international,

IR

William Courtney




Brian Thorpe

Philip Girle

John Westhead

MA DPHIL C Eng FIEE CBIM
Non Execufive Direclor

John Westhead joined the Board of
Soulhern Water Authority in 1988
and became a Direclor of the
Company in September 1989. He is
Group Managing Dircclor  of
Bowihorpe Holdings plc and was
previously general manager of GEC
Henley and managing director of the
Philips subsidiaries, Pye Telecom-
munications and Pye TMC, before
joining Bowthorpe Holdings in 1679,
Dr Westhead is a Director of TLC Pic
and is a past Vice-President of the
Telecornmunications,  Engincering
and Manufacturing Association.

Sir David Nicolson FIC FENG
Non Executive Director

Sir David joined the Board of
Southern Water Authority in June
1989 and was appointed a Dircctor of
the Company in Scpiember 1989,
He currenily holds directorships
in a number of companies including
DRG, Invesco MIM, Northern
Telecom and STC, He has had a long
and distinguished career in industry
and is a former Chairman of BTR and
British Airways.

Francis Midmer

Graham Nicholson [PFA
Commany Secrelary
Registered Office:
Southern House

Yeoman Road

Worthing

Wesl Sussex BN13 3NX

PROFESSIONAL ADVISERS:

N M Rothschild & Sons Limited

Rowe & Pilman

Herbert Smith

Coopers & Lybrand Deloitte
National Westminster Bank Ple

Manufaclurers Hanover Limited

Lloyds Bank Plc

R Watson and Sons

Hillier Parker

Hudson Sandler Limited

Nicklin Acvertising
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Martyn Webster

Merchani Bankers
Stockbrokers

Legal Adviscrs

Auditors

Bankers

Bankers

Registrars

Acluaries

Properly Advisers
Financial Public Relations

Advertising Agenls
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Southorin Wator ple

Review of operations

t 31 March 1991 the Southern

Water Group of Companics
L. T\ comprised Subthera Waler  gg e
ple, the holding company, Southern e < R g e L b e G
Water Setvices Ltd., the principal i .
subsidiary providing water and
wastewater services and a number of
other wholly owned operaling
companics  together  with  an
associated company involved in
waste management,

oot
o

Southern Water Services
Limited

This company is the Group's
principal subsidiary and provides
water supply and wastewater ser-
vices for commercial, industrial and
domestic premises in Hampshire,
Kent, Sussex and the Isle of Wight,
The area extends rom Broadstairs
(Kent) in the cast, to Barton-on-Sca
{(Hampshire) in the west.

]
g
2
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WATER SUPPLY

740 million litves of potable water are
supplied on average cvery day lo
industry and over {wo million dom-
cstic customers. Water quality is
continuously monitored from the
115 water supply works to customer
premises against standards estab-
lished under the Water Quality
(Drinking Water) Regulations laid
down by the Government,

Almost threc-quarters of the
potable water supplied through the
14,050 km of water mains is derived
from groundwater sources; the
remainder is taken from rivers and
reservoirs. Groundwater is naturally
filtered through porous rock before
abstraction and therefore js cleaner,
and generally less expensive to bring
up to drinking water standards than

RIGHT: ) i )
Undcrground slorage reservair §A [t o li. s i
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surface water. However demand in
our supply arca continues (0 grow
and increasingly non-groundwater
sources are being sought.
Despite the exceptionally dry
weather conditions which have 1 2
persisted for more than tWo years, we b e Vi e SR e - 1 o i
maintained supplies through the tap ' ' : EEAR AL pr N
for all domestic purposes. This was
a result of the prodigious cfforts of
our staff and the co-operation of
customers particularly in Kent and
parts of Sussex in response to hose-
pipe restrictions.
Much worlk has taken place to
alleviate the impact of the dry
weather and there has been refur-
bishment of previously abandoned
wells and increased production from
under-utilised sources as well as the
commissioning of new trunk mains.
The company is also committed to
the never ending task of secking out
water losses within the distribution
system. Electronic leak detection
gquipment and meters 10 facilitate
detection of losses have brought
great advances. A proportion of what

LD togrd e

are called “losses” are, however,  Legg fansesschli 0f the,
.n . . v . o I8 AR Iﬂ‘\d oy 1A o
legitimate use of water - e.g. water CER oxiniately, 0n¢ Svatcr

used for fire-fighting or flushing Steelu

water mains and sewers. Distribution
losses can be attributed to leaks from
customers’ own pipes and laps as
well as our own mains. : ‘ ¢ 453 '

The company is the leading SN }; RO RAETAR S Bl SAE, b Gy B ",,':;'\,:;.;':.‘;:3_%%
exponent of large scale metering in : gy ; it ; St
the couniry. The operational experi-
ence which has been gained metering
the Isle of Wight and a part of
Hampshire under the naiional
metering trials, means that we will be
well cquipped to make the major
policy decisions needed on the future
charging arrangements for water.

S
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WASTEWATER TREATMENT AND
DISPOSAL
The striugenl bEw requirements
from both UK Government and the
Eurapean Comunission results inthe
largest propurtion af our cepital
jnvesiment during this and subse-
quent  years being  directed &l
mpravements in both inland and
marine wastewater treatment works,
g65 million litres of wastewater
are cottected. wreated and recycled
every day using over 24760 km of
sewers with 393 wastewater treat-
ynent works. In addition there wre
40 mavine sites serving coastal areas.
Southern Water is acutely awarc of
the imporiancc of bathing water
quality and is commitied 1o a sub-
stantial development programme in
long sca outfalls and associated
treatment facilities, In addition there
are “fast-track” projects underway at
Al many inland treatment works 1o
thclcérr“y,wi gt ' maintain and further improve the
S high level of effluent quality achicved
%gi% 5 ! | in 1990/91. .
e o - Improvements in slandards how-
d  eyer arc not only being achieved
through ourlarge capital expenditure
NN S airEre, programme. There is intensilied
; &¢h§§1¢ d }_‘ (st .!'.r x manageneni focus on {raining and
e ri development programmcs o raise
gkills and ensure the full use of new
{echnotogics 1o meet the new higher
Jevels of service and compliance.

Only the Southampton arca is
affected by the Government’s
deeision to ban disposaf of scwage
sludge to sca alter 1998, A com-
posting process is being developed
to handle the resultant sludge pro-
duction. The composting solution
represents the most environmentally,
(inancially and socially aceepiable
option.

Responsible enwironmental poli-
cips, careful use of resources andl
yeeycling are fssues in which HRH
prince  Charles takes an active
interest, During  the  vean e
company has been henouted 10
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Prince on two

occasions: to inspect the chemico-

; physical Clariflow wastewater treat-

‘ ; ment works at Sandown, on the Isle

of Wight, and to Horsham, in Sussex,

to div vss the N-Viro sludge

compostu.g process, the first of its
i kind in the country.

welcome  the

In March 1991 the text of the
Municipal Wastewater Directive
was agreed by the European
Environment Ministers, This sets
standards for effluents discharged 1o
the sea and all water courses
depending on their size and likely
impact on the receiving water

The N-Viro sludge composting plant at Horshaus (Sussex).

’ ! \ o
& wwu;s«'»A:i‘;.. e \\ 5

T 0

W ot LV ,t.me' 1o R o BT BRI

S ety Y

The meain work in this couniry will be
to improve some discharges 1o
estuaries and the sea. Once the
appropriate national slandards have
been established detailed submis-
sions will need o be made 10 the
Depariment of the Environment.
This is expected to be in 1993,
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Divigional struciure

Southerm Water Services Limited has an orgavisatonal
structure unique fo the privatised water businesses
being based un four divisions, each headed by a Director
who is on the Water Services Board, This ensures thai
customers are in close communication with Divisional
Centres providing comprehensive water and waste-
water services wherc all the necessary skills are avail-
able w deal both with routine problems and full scale
emergencies, It is evident from the very successful
“Shareholders Open Days” {which are to be repeated in
1991) that many shareholders appreciate the informa-
tion and guidance that is available from Divisions.

Southern Water Services Board

SEATED -~ William Courtney {Chairnan) Bruce Hewett
(Mantaging)  sTanpiNg —~ Kelth Tozzi (Swssex} Richard
Clayton (Technical) Michael Hollywood {Finance)

Alastair Smith {Island) Graham Setierfield (Kem)

Graham Nicholson (Secretary). Not present: Franeis Midmer
{Grovp Technical) and William Cutting {(Hampshire),
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al Eastnoy Wastewaler Treatmenr Worlis {(Hants).
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Shareholders inspecting the Headwerks ai Cowes Marine
Treatment Works (Isle of Wigh),

RIGHT:
Phil fackson operates the refurbished standby Ciesel Fagines
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Divisienal highlights

Hampshire

Sewage sludge from Southampton currently being
disposed to sca will be discontinued by 1985, three
years ahead of DoE deadline,

All Hampshire’s bathing waters achieved EC
standards in 1990,

UK’s longest sea outlall (3.7 km) at Lasiney
(Portsmouth) was pulled into position in September
1990 to be commissioned by the summer of 1991,

Hampshire County Council agreed to ban the use
of the pesticides atrazine and simazine. Progress made
with several other major users, in particular British
Rail and other local authoritics.

Division was the winner of the Hampshire Award:
Business and the Environment, for ils initiative in
developing . bulterfly reserve at Yew Hill service
FesCrvoir.

Planning progressed for Testwood Lakes - a future
water resource for Southampton.

Isle of Wight

installation of 48,000 water meters for national trial
completed (over 90% of domestic propertics).

10 designated bathing waters (out of a {otal of 13)
achieved EC bacteriological standards in 1990,

Ryde beach achieved EC standards [ollowing
completion of £14 million investment programme
over three years, 1L then passed Bathing Quality
Standards in 1990 after failing all previcus years,

Distribution losses from company and customer
pipes reduced to record low levels.

Cowes sewerage syslem substantially completed at
a cost of nearly £13 mitlion. The [inal stage will be
completed in the winter of 1991,

Cowes headworks completed and outfall brought
into operation,
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Kent

{7 Additional 15 million litres of water per day brought
into supply Irom new and refurbished boreholes,

2 Good progress made with other water companics
to develop a new resource, Broad Qak Waler, near
Canterbury.

O Installation: of granular activated carbon filters at
Burham Water Supply Works has overcome taste
problems for Medway towns.

O New oulfall and headworks completed at
Broadstairs Wastewater Treatment Works to
achieve bathing water compliance.

& New sludge digesters completed at Canterbury,
enhancing wastewater treatment process.

O A new service for industrial wastewater/oil
separation commenced at Motney Hill,

Sussex

© Progress underway for raising existing dam at
Darwell Reservoir (near Robertsbridge, East Sussex)
to provide four limes the existing capacity. Target
date for completion is summer 1996.

© Completion of first stage of high-tech Clariflow
marine treatment works at East Worthing to
produce cffluent of high quality.

(3 Scaynes Hill Wastewater Treatment Works, which
serves Haywards Heath, was completed with
subsequent major improvements to the quality of
local watercourscs.

J Existing water resources refurbished and an
additional borehole constructed to further secure
resource reliability.

(3 Development of N-Viro sludge recyeling process at
Horsham Wastewater Treatment Works to produce
an environmentally friendly soil substitute from a
previous waste product,

5 Screcning installed at all coastal outfalls,
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Southern Science Lid.

Southern Science with three large
strategically located laboratories,
offers a comprechensive package of
analytical, environmental and water
resource expertise, both field and
laboratory based.

Several new services arc under
development and Aquacert is one
such service launched in the autumn
to complement the wide range of
analyses alrcady available. It provicles
a lotal “health check” for heating,
ventilation and plumbing systems, to
ensure frecdom [rom pathiogenic
bacteria such as legionelia.

Southern Projects Lid.
Southern Projects provides a total
civil, electrical and mechanical cn-
gineering design, project manage-
ment and consultancy service both
within and outside the Group.
A substantial part of the investment
programme of Southern Water
Scrvices is handled by the experi-
enced civil, mechanical and electrical
engineers in Southern Projects.
Work completed for Southern
Water Scrvices has included many
multi-million pound projects fo-
cused on marine and inland waste-
water {reatment works lo meel
government and EC directives, as
well as other major distribution
schemes, renovation works ete.
Asset performance investigation
including computerised water distri-
bution and wastewater catchment
modelling has been provided to a
growing UK. client base during the
year, In addition the company
sccured its [irst overseas contract to
survey distribution losses in two
major Peruvian conurbations where
the latest technology and specifically
designed computer software wvas
used. Training local waste control
staffl was an integral part of the pack-
age negotinted with the Overseas
Development  Agency and  the
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Nigel Radstock representing Southern Science at a shareholders’ open day on

the Isle of Wight.

company played a key role in
improving health standards in this
under privileged area.

i T Southern Ltd.

This Information  Technology
company combines the complex
interaclion of highly sophisticated
computer hardware and the intel-
lcctual skills of softwarc cdevelop-
ment 1o provide the  basic
information necds of the Group.
Several external market seclors have

also been identificd which are being
developed by the company in the
competitive market place. These key
sectors are geographic information
systems (GIS) - building on the
award winning CADCAM recog-
nition i1v 1990, billing sewvices, office
automation, 1T consuliancy and
IT training,

RIGHT:

Tom Brooker oversees the Specialist
Billing developed by ['T Sonthem for
Cable Television,
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Topmark Yehicle Leasing Ltd.
A major leasing company of heavy
vehicles, vans, cars and plant,
Topmarlc has targeted an important
niche in the vehicle leasing market,
by focusing particularly on com-
mercial vehicles and specialist heavy
vehicles, These are supplied, either
as standard, or customised to meet
the operator’s particular require-
ments at competitive rates and
backed with a full service
organisation.

LLEY DOWN
HAL MINERS
WATER
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Hazeley Down Mineral Water
Go. Ltd,

Developed during the current
year this company aims to meet
consumers’ needs for a high class
mineral waler at a reasonable price.
Considerable rescarch across the
region for a pre-eminent high quality
mineral water available for bottling
at source resulted in a decision to
develop a boitling plant in the
glorious Hampshire Downs at
Twyford. The water is of a quality
which can only be provided by a
challk source coming from decp
underground and great carc has
been taken in establishing the bot-
tling plant so that it meets the
landscape requirements of the site.
Alrcady acclaimed by fortunate
samplers of the bottles [rom the
pilot plant, “Hazeley Down” will be
available in the summer of 1991,

LEFT:
The Hazeley Down Botiling Plant on
a site developed by Bowsprit,
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ANOVE:
One of the many specialist vehicles
provided by Topmarlk,

Bowsprit Holdings Ltd.

Bowsprit provides property man-
agement and valuation services and
currently oversees over 8,000 acres
of commercial, industrial, residential
and agricultural property. Within this
porttolio, aclivities include the
management of a commercial fruit
farm, a 1,000 acre woodland estate
and the establishment of a number
of sites suitable for advanced radio
communication.

On behall of the Group the
company has secured the acquisition
of a wide range of properties from
houses and commercial propertics
to agriculturai and woodland arcas
and is aclively pursuing manage-
ment and valuation services outside
the water industry. The company is
well placed to take advantoge of
several development opportunitics
which will figure in future reports s
they comie to fruition,
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Southern Watercare Lid.

Southern Watercare Ltd, offers a
unique contract service to both
domestic and commercial customers
which includes an annual plumbing
inspection and 24-hour emergency
cover 365 days a ycar which has

recently been augmented by a drain - e ™ 3
clearing service. Watercare also -
provides installation, maintenance
and repair of domestic and
commercial water installations and
apparatus,

Watercare engineers are trained to
operate to demanding quality and
service levels, Working from a home
base enables technicians to be closer
10 their customer, whilst a single
con'~ol centre with a 24-hour tele-
phone vali availability maximises
operational efficiency. The steadily
growing number of customers re-
fleets the need for the service which
provides the peace of mind that only
subscribers can enjoy.

In February the company began
work on a £1.3 million contract for
Southampton City Council to
replace lead service pipes to council
homes.

cFw it h

% “ ;
Wi

David Voice attends a Watercare
call out.
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Tynemarch Systems
Engineering Ltd.

Tynemarch enjoys a high reputation
for its sophisticated engineering soft-
ware services, particularly in the
arcas of process control and net-
work modelling. The Company was
acquired at the end of January 1991
and will maintain  a  strict
confidentiality on all its clients
contracts,

M W Longley Lid.

M W Longley Limited, a well-
established heating and ventilation
contractor based at Polkestone,
Kent, became the Group's first
acquisition in December 1990,
Longleys have been servicing
commercial, industrial, civic and
domestic customers in the South
East since 1934 and have grown
steadily by always recognising the
importance of providing a quality
scrvice for every single customer
Heating and ventilation systems
are linked with water services and
this acquisition offers a natural
development of the Group’s ser-
vices, complementing our growing
plumbing service - Watercare - and
the Aquacert service of Southern
Science,

Keith Stickells of Longley's inspects a
typical installation.
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Refuse collection at Gosport (Hampshire) by Stalwart.

Stalwart Environmental
Services plc

Stalwart Environmental Services ple
is a joint venture between Southern
Water ple and SAUR (UK) Lid, a
subsidiary of the major French
company, Stalwart operates in the
cnvironmental management field,
offering services from refuse collec-
tion and street cleansing to site
maintenance and waste recycling.
The company works in partnership
with local authoritics and com-
mercial clients to solve and to
manage environmental challenges
to high professional standards.
During the year Stalwart com-
menced work on contracts for refuse
collection in the London Borough
of Harrow and strect cleansing for
East Hertfordshire District Council.
In addition & tender, for the Gosport
Borough Council relusc contract,

22

was successful in February, and
subsequent to the year end two other
major contracts have been won at
Utllesford (Essex) and Spelthome
(Surrey).

The Environmental Protection Act
1990 imposes a “duty of care” on all
landowners, whether domestic, com-
mercial or industrial. A dynamic
young company backed by two major
groups, Stahwvart is well placed to
provide expertise and management
to assist clients with their new
responsibilitics.

McDowells Ltd.

Subsequent to the year end the
Group's consulting and project
engineering  expertise  has  been
augmented by the acquisition of
McDowells Ltd, a well respected
firm of design consullanis special-
ising in civil, structural, highway and
public health engincering.
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Sectron Systems Ltd
Another of the Group’s recently

cslablished companies, Sectron
Systems Ltd will be offering in 1991
a security service to both public
and private sectors as well as {o the
domestic market. Exploiting the
latest technology for security
monitoring, access and process
control services, the experienced
management will address  cach
client's particular security arrange-
ments, tailoring their requirements
to the most effective combination
of manpower and Thardware,
Subsecquent to the end of the year
confracts have been oblained with
the Cily of Plymouth to maintain
their CCTV system  and  with
Worthing Borough {o instail a
security  system  for the inter-
nationally renowned bowling greens.
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People

At the end of Southern Water's first
full year in the private sector staff
numbers have increased to just over
3,000, largely as a result of the
successful development and acqui-
sition of new subsidiary businesses.

It is recognised that an expanding
Group, especially one Wwhich
provides major services to cvery
individual in the region, needs to
ensurc that employces have a
thorough understanding of their
Group and develop their (fuil
potential for the continued well being
of the Group. This ycar has seen the
consolidation of many existing
communication and development
programmes and the initiation of
some new ones,

An  expanded induction pro-
gramme introduces new staff from
all companies in the Group to the
fundamentals of customer service,
team work and quality standards,
Following on frem the successful
“young employee development
conference”, a parallel programme
has been introduced for staff who
have been in post somewhat fonger.
This initiative has proved very
valuable, both in terms of individual
development and for releasing
untapped potential,

The employment package for staff
was enhanced during the year with
the launch of “Well-Man” medical
checks in the workplace, to comple-
ment the existing programme for
women, both services now being
an important part of the care pro-
vided by a good employer. The vaiue
of reliable and regular employee
commupnications, through public-
ations such as Southem Water News
and planning bricfings is part of
the process of ensuring employees
arc better informed and Dbetter
equipped to meet the challenges of
the future,

The Group reengrises that staff are
important in promoting a positive

public image of the company and are
the company’s best ambassadors for
customets and the gencral public.
The customer awareness programme
for employces highlights the im.
portance of the customer in
achieving commercial success. Thisis
supported by other iniliatives, in-
cluding quality circles and the launch
of a new employee suggestions
scheme "Pipedreams™, which has

AR
¥ 3, o

already produced cost saving ideas
across the Group.

In conclusion, it is pleasing to
report that Peter Langridge, a person-
nel officer from Scuthern Water
Services Sussex  division, was
awarded the BEM in the 1991 New
Year’s Honours list in recognition of
his services in the field of employee
welfare,

Qur regular communication for
employees.
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Environmental Southern
Southern Water has always had the
reputation of preserving and en-
hancing the natural and industrial
heritage  within  its  region and
continued emphasis onthese matters
is given great importance in the
Group. Managers with designated
conservation responsibilities ensure
there is no detrimental impaci on
the local environment fron: both
proposed capital works and the day-
to-day activities of the warious
comparnies.

With the Group owning over 8,000
acres in the south of England,
including land within the boundaries
of Sites of Spesial Scientific Inierest
(8SSI), close liaison with the Nature
Conservancy Council and local
naturalists’ groups ensures that all
our sites are managed sensitively.
Links with many other “expert”
grotps alse help Southern Water to

realise the potential of many natural
habitats and changes have been
made to the management of sites to
allow sceding of wild flowers, which
in turn atiract a greater diversity of
insect life. Wild orchid and many
species of butterfly, some of them
quite rare, alsg benefit from these
practices. Highlights of the Group’s
activities are as follows:

i) Hampshire “Business in the
Environment” Award presented
by Dr. David Bellamy to
Hampshire Division for their
butterfly reserve.

¢.) Southern Water again promoted
“Pond Weelt” in association with
the British Trust for Conservation
Volunteers in the Isle of Wight.

O “Hoplinc 91" - a froggy appeal by
county naturalists is supported by
Southern Water to enable over

RIGHT:

Scaynes Hill Wastewater Treatruent
Works (Sussex) opened by David
Trippier (Minister for the
Environment and Countryside) in
QOctaber 1990,

2,000 callers on the service to give
or tak.: frog spasm in oder to
protect our native: amphibia,

v » Links with couuiy urchacologists
continue and an Anglo-Saxon
burial ground at Sarre (IKent) was
discovered during excavations [or
a NewW SeWer.

) Bewl Water (Southern Water's
biggest reservoir at Lamberhurst,
Kent) opens a new nature irail,
some three kilometres long,
enhancing visitors' opportunities
to discover local flora and fauna,

13 A pair of otters (at Drusillas
Zoo, Sussex) are sponsored
by Southern Water.

1 “Conservation Matters” published
regularly (and as a supplement
with this Annual Report).

Olli¢ and Crystal at Drusillas Zoa.
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Southarn Water ple

Report of the Directors

The Directors have pleasure in presenting their
report together with the audited accounts for the
year ended 31 March 1991,

Prinsipal activities

The principal activity of the Southern Water Group
is the provision of water supply and wastewater
services. In addition, the Group provides a range of
services to domestic and commnercial customers in
the arcas of civil enginesring, information technology,
laboratory analysis, environmental assessment, estate
management, vehicle leasing, contract plumbing,
heating and ventilation and waste management.

Roview of operations

Adetailed review of the Group’s operations during the
financial year is provided on pages 8 to 25 and a
segmental analysis of turnover and pre-tax profit,
between the principal activity and other activities, is
provided in note 1 on page 36.

Profit and dividends

Profit on ordinary activities before taxation for the
year was £07.1m (1990 £60.1m). Profit attributable
to ordinary shareholdeis amounted to £87.4m
(1990 X48.8m). An interim dividend of £9.7m
(5.9p per ordinary share) was paid on 4 March 1991
and, subject to approval at the Annual General
Meeling, a final dividend of £193m (11.8p per
ordinary share) is proposed which will be paid on 1
October 1991 to shareholders on the register at 22 July
1991, A scrip alternative is being offercd for the final
dividend. The retained profit for the year, after
deduction of dividends, amounts to £58.4m and has
been transferred to reserves,

Prior year comparisnns — pro-forma results
During the yeur ended 31 March 1990 significant

changes occurred as a result of a major capitat |

restructuring, the introduction of a regulatory regime
and the conversion to plc status. Accordingly the
comparability of the figures for the year cnded
31 March 1991 and the prior year is limited and care
should be exercised in relating these figures,

In order to reduce some of the distortions caused by
these significant changes, the accounts for the year
ended 31 March 1990 incorporated additional pro-
forma results, design=d to reflect the impact on last
year’s earnings had the capital restructuring and

public offer all been cffected at the start of that
financial year ~ 1 April 1989, On a pro-forma basis
the results for the year ended 31 March 1990 were:

Pro-forma profit on ordinary activities after
taxation £75.9m
Pro-forma earnings per ordinary share 46.4p

In deriving the pro-forma figure: the only changesto
the actual results for the year #1ded 31 March 1990
were the substitition of interest ;v eivable of £5.8m
in place of interest payable of £18.2m reflecting
the impact of the capital restructuring, and the
incorporation of a pro-forma taxation charge of
£8.2in. The pro-forma taxation charge, which arose in
respect of advance corporation tax, had been
calculated assuming a pro-forma full year dividend
of £24.6m.,

Share capital

On 22 November 1989 the Secretary of State for
the Environment offered for sale 163,725,000
ordinary shares of £1 each. All of the shares on
offer were taken up and dealings in the shares
commenced on the Stock Exchange in London on
12 December 1989.

All of the shares in the Company sold on an instal-
ment basis have been registered in the names of
Lloyds Bank Plc or National Westminster Bank
Plc as Custodian Banks and will remain so unti]
the final instalment of the purchase price has been
paid to HM Government.

During the current financial year the Directors have
issued, under the authority given at the fivst Annual
General Meeting 40,452 shares in respect of the terms
under which M W Longley Limited and Tynemarch
Systems Engineering Limited were acquired,

In addition 1,197 shares were issued to holders on the
cxercise of their options under the Company's
Sharesave Scheme.

As far as the Dircctors are aware, no person had a
beneficial interest in 3% or more of the issued ordinary
share capital at 25 June 1991 except for the following:

Friends Provident Life Office 4.05%
British Rail Trustec Company Ltd 3.42%

Fixed assets

Capital expenditure on tangible fixed assels tolalled
£1259m during the year. Details of changes in
fixed assets dwing the year are summarised in
note 9 on page 39,
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Report of the Directors continued

Acquisitlons and investments

On 31 December 1990 the Company acquired the
entire issued share capital of M W Longley Ltd, a firm
of heating and ventitation engineers based in Kent.
The purchase consideration amounting in total to
£447,000 was satisficd as to £409,000 in cash and the
balarice by the allotment 0f 12,024 fully paid ordinary
sharcs of Southern Water ple.

On 31 January 1991 the Company acquired the entire
issucd share capital of Tynemarch Systems
Enginecring Limited a firm involved in process
control and sophisticated computer modelling, The
purchase consideration amounting to £150,000 was
satisficd as to £55,000 in cash and the balance by the
allotment of 28,428 fully paid ordinary shares of
Southermn Water plc.

Subsequent to the year end the Company has
disposed of its minority holdings in the Eastbourne
Water Company, the Mid-Sussex Water Company
and the West Kent Water Company for 4 cash con-
sideration resulting in an exceptional profit of
approximately £7m,

Research and development

The improvement of cxisting services and processes
and the identification and development of new
technologies and solutions for our industrial
processes are key aspects of the Group's sirategy.
Rescarch and development plays an integral role in
the drive towards improvements 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 effort is
resourced intemally through specific projects and
experimental sites and in the Group’s laboratoriesand
engineering facilitics which operate as centres of
excellence undertaking work on behalf of the entire
Group. In addition, funding is provided to external
bodies, in particular the Water Research Cenire and
the Foundation for Water Research,

Employment polisies

The Group is an equal opportunities employer ard
has a polizy of non discrimination in all forms of
employment. Selection and promotion are based
solely on merit and ability and therefore no job
applicant or employee receives less favourable

treatment. Disabled persons are considered for all
types of work and modifications to jobs and
equipment are made to enable them to be employed,
The Group has promoted the Employee Sharcsave
Scheme and is introducing performance related pay
as a means of motivating employzes in the objectives
of performance cfficiency and scrvice to our
customers.

Other information on employee involvement and
communication is given in the Qperations Review
on pages 8 to 25,

Directors

The Directors of the Company at the date of this
report are shown on pages 6 and 7. The Directors
retiring by rotation at the Annual General Meeting in
accordance with Article 106 are Mr B R Thorpe and
Mr F N Midmer. Both, being eligible, offer themselves
{or re-election. Mr F N Midmer has a service agree-
ment terminable on not less than thirty six months
notice. Mr B R Thorpe, a non-executive director,
has no service agrecment.

The remuneration of exccutive directors is controlled
by a Remuneration Committee consisting entirely of
non-executive directors.

Directors’ share interests

The interests of the Directors shown in the register
maintained under the provisions of the Companies
Act 1985 as at 31 March 1991 are set out below:

Beneficial hpldings Share options

Onlipnry Excculive Sharesave

shares option scheme
scheme

1081 1990 1991 1930 991 1990

W] W Courlney 9,032 6032 140,000 100000 6,136 6,136
P A Girle 540 240

B N Midmer 4595 3,505 165,000 85000 4,766 -
Sir David Nicolson 260 260
B R Thompe 5560 5560
M IR Webster 10000 10,000 105000 85000 4,766 -
] M Westhead 500 500

Options to purchasc fully paid ordinary shares were
granted under the Southern Water Sharcsave and
Executive Share Option Schemgs, There have been
no changes in Directors’ interests in shares during the
period 1 April 1991 1o 25 June 1991,

None of the directors holds shares beneficiat'y in any
subsidiary company.
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Diroctors’ interests in contracts

The Board is nut aware of any contract of significance
{other than service contracts) in relation to the
Companty or its subsidiaries in which any Director has
or has had a material interest. Service contracts are
held by Mr W ] W Courtney, Mr F N Midmer
and Mr M R Webster,

Directors’ and officers’ liability insurence

The Company purchases liability insurance covering
the directors and officers of the Company and its
subsidiaries.

Donations

Charilable donations during the year amounted to
£20,000. No political donations were made by the
Cornpany or its subsidiaries,

Ciose 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 audiiors Coopers &
Lybrand Deloitte, and to authorise the Directors to
fix their remuneration, will be proposed at the Annual
General Meeting.

By Order of the Board

GRAHAM NICHOLSON
Secretary

25 June 1991
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Southern Water ple

Accounting policies

Basis of accounting and consolidation
Theaccounts have been prepared under the historical
cost convention and in accordance with applicable
UK accounting standards,

The consulidated Growp accounis include the
accounts of the parent company and all its subsi-
diarles. The accounting year end for all subsidi-
aries is 31 March with the exception of two
subsidiaries acquired during the year whose results
and net assets are not material in the Group context.

The results of businesses acquired or sold during the
year are included in the Group accounts from or to
their respective dates of acquisition or disposal.

Comparative figures

During the year cnded 31 March 1990 significant
changes occurred as a result of a major capital
restructuring, the introduction of a regulatory regime
and the conversion to ple status. Accordingly, the
comparability of the figures for the year ended
31 March 1991 and the prior year is limited and care
should be taken in relating these figures.

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

Depreciation of fixed nssets

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

Buildings 10 - 60 years
Operational struciures 15 - 80 years
Fixed plant 10 - 40 years
Vehicles, computers and

mohile plant 3 ~ 10 years

Frechald land and infrostructure assets are not
depreciated. Infrastructure asscts, being mains
and sewers, impounding and pumped raw water
storage reservoirs, dams, sludge pipelines and sea
outfalls are not depreciated because the network of
systems is requived to be maintained in perpeivityand
therefore has no finite cconomig life, Expenditure on
maintaining the operating capabiity of the network is
charged as an operating cost.

Grants and contributions

Grants and coniributions received in respect of
additions {o non-infrastructure fixed assets are shown
as deferyed credits and rcleased to prolit over the
useful tives of the relevant assets. Previously these
items were deducted from the cost of the relevant

30




additions, This change in accounting policy has no
impact on current or prior year earnings but the prior
year balance sheet has been restated to reflect the
change in categorisation.

Payments reccived for new connections to the
infrastructure network are accounted for as non-
specific capital receipts and credited to the
appropriate fixed asset category in order 1o show a
true and fair view.

Leased assets

Fixed assets leased to Southcrn Water Services
Limiled under finance leases are capitalised and
depreciated in line with the Group's depreciation
policy.

Fixed assets leased to all other Group companies
under finance leases are capitalised and depreciated
over the shorter of their estimated useful lives or the
lease period. The interest element of finance lease
repayments i3 charged against profit in proportion to
the balance of the capital repayments outstanding,

Rental costs under operating leases are expensed as
incurred.

Fixed asset investments

The Group’s share of the resulis of related companies
isincluded in the consolidated profitand lossaccount,
and the consolidated balance shect includes the
investment in related companies at the Group’s share
of their net assets.

Other investments held as fixed assets are stated at the
lower of cost or market valuc (or directors’ valuation
where no market value is available). Although the
Group held, at 31 March 1991, significant investments
in a number of local water companics, the equity
method of accounting is not employed as the Group
exercises no management influence. Dividends from
other investments are accounted for on receipt.

Goodwill

Goodwill representing the excess of the acquisition
cost of subsidiarics, or invesiments in associated
companies, over the fair value of the net assets
acquired is written off against reserves.

Stocks and work in progress

Stocks used internally for opcrational and
engincering purposes are stated at cost less provision
for damage and obsolescence. Other stocks and work
in progress are valued at the lower of cost and net

realisable value. Cost includes labour, materials and
relevant overheads.

Research and development
Research and development expenditure is expensed
in the year in which it Vs incurred.

Foreign currency

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

Deferred taxation

Provision is made for deferred taxation on the liahility
method to the extent that it is considered probable
that a liability to taxation will occur in the fore-
seeable future.

Pensions

The Group operates defined benefit pension schemes
which cover all employees. The expected cost of these
schemes is charged against profit over the period
beneliting from employees’ service. Variations from
the regular cost arc charged against profit on a straight
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.
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Sauthorn Wetar ple

Consolidated profit and loss account
for the year ended 31 March 1991

Notes 1991 g

£m EATH

Turnover 1 2512 225
Profit before interest 2 00.5 TR
Interest (net) 4 6.6 {1823

Profit on ordinary activities before taxation 97.1 (i1
Taxation 5 9.7 {5.5)
Profit on ordinary activities after taxation 874 54.0
Extraordinary items 6 - (5.8
Profit attributable to ordinary shareholders 374 484
Dividends 7 (29.0) {lo4)
Retained profit 19 584 39.4

Signiticant changes took place during the year ended 31 March 1990 arising from capital restructuring, the
repulatory regime and the conversion to ple status, Accordingly, the comparaldlity of the results for the year
puded 35 Mareh 1991 and the prior year is timited and care should be taken in relating these tigures,

Earnings per share information is shown in note 8.

Movements of reserves during the year are shown in note 19,
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Southorn Water e

Consolidated balance sheet
at 31 March 1991

Notes 1991 990
£m £m Im £m
Fixed agsets
Tangible assets 9 781.0 704.6
Investments 11 6.0 6.0
787.0 710.6
Current assets .
Stocks 1z . 37 3.1
Debtors I3 65.2 44.6
Deposits and cash 555 296
124.4 77.3
Current Jiabilities
Amounts falling due within one year;
Short term bortowings 14 8.1 2.3
Other creditors i5 115.0 98.5
1231 101.8
Net current assets (liabilities) L3 (24.5)
Total assets less current Lahilities 788.3 686.1
Creditors
Amounts falling due after more than one year:
Banl and other loans 6 (414) (2.00
Grants and contributions (5.9) 4.7)
(47.3) 6.7
Provision for liabilities and charges 17 (5.1) (24
7359 677.0
Capitat and reserves
Called up share capital 18 163.8 163.7
Share premium account 19 04 0.3
Profit and loss account 19 5717 513.0
735.9 677.0

rmTTE

The financial statements on bages 30 to 45 and 47 and 48 were approved by the Board
on 25 June 1991 and signed on its behalf by:

W] W Courtney cie Chairman

WA
M R Webster Director M K, (,J JN(Q(
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Southern Water plo

Company balance sheet
at 31 March {991

Notes 1991 1995
Im £m £m xni
Fixaed assets
Tangible asscts 9 0.7 -
Investments
Group companies 10 203.1 574
Other investments 11 6.0 8.0
290.8 63.4
Current assets
Debtors 13 71.0 296.7
Deposits and cash 63.1 30.1
134.1 326.8
Current liabilities
Amounts falling due within one year:
Other creditors 15 406 30.8
Net current assets T 935 T 296.0
Total assets less current liahilities 393.3 3594
Provision for liabilities and charges 17 (1.5) -
391.8 359.4
Capital and reserves
Called up share capital 18 163.8 163.7
Share premium account 19 04 0.3
Profit and loss account 19 2276 195.4
3918 3594

The financial statements on pages 30 to 45 and 47 and 48 were approved by the Board
on 23 June 1991 and signed on its behaif by:

W ] W Courtney cak Chairman
M R Webster Director

AR
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Consolidated statement of source and application of funds

for the year ended 31 March 1991

Source of funds

Consolidated profit on ordinary activities before taxation
Extraordinary items

Depreciation

Movement on provisions

Amount written off investment

Extinguishment of government debt

Transter to (from) reserves

Shares issued and movement in share premium
Government share subscription

Grants and contribttions

Procecds on disposal of fixed assets

Application of funds
Capital expenditure
Investments
Goodwill on acquisitions
Dividends
Taxation
Working capital

Stocks

Debtors

Creditors

Provided by )
Cash and short term borrowings
Bank and other loans

(125.9)
(0.1)
(0.3)

(26.1)
5.5)

0.6
208
84

—

1901
£m

127.7

23.7

1

6ill
{3.8

222
24

2762
(14.1}

46.3
14.8
Py

o

(1114}
0.

o
-

0.6
(10.5)
259

1)
REH

789

(95.8)

300.0

8.0
2210

3000




Southorn Yator ple

_a, Notes to the accounts

e p—

|

Turnover Profits Turnesver Profite.
4 Note 1 1991 1991 D A
Seqmental information  (a} Segmental information £m £m im in.
. Southern Water Group
N Principal activity 2424 84.5 2185 73N
-] Other activities 8.8% 6.0 737 4.5
i Interest (net) 6.6 {18.2)
7 2512 97.1 225.8 601

it
TS

*After climinating inter company transactions

T I:,;

(b) Geographical information X
During the years ended 31 March 1990 and 31 March 1991 all material activity
was conducted in the United Kingdom.

Hote 2 1991 1994)
Profit before interest fm Im
Turnover 2512 2258
Cost of Sales (129.2) (116.4)
Gross profit 122.0 109.4
Administration expenses (33.6) (32.3)
Other operating income 2.1 1.2
Profit before interest 90.5 78.3
Profit before interest is stated after charging:
Depreciation on:
Own fixed assets 26.2 20.5
Fixed assets held under finance leases 16 1.7
27.8 222
Infrastructure renewals 154 14.1
Audit fees 0.1 0.1
Rentals under operating leases 02 0.1
Rescarch and development 1.0 10
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Note 3 1991 [N

Directors and employees  (a) Staff costs £m rm
(including Directors' emolumients) )
Wages and salaries 455 0
Social security costs 3.5 30
Other pension costs 5.1 0.3

54.1 j8.3
1001 i)
Number Numher
(U) Average nunsber of persons employed
Principal activity 2259 2217
Other activities 669 573
2928 2790
£0C0 £000
Seven months
from 1 September
1989
{c) Directors’ emolumnents
Fecs 65 28
Other emoluments
(including pension contributions) 368 222
Compensation for loss of office - 219
433 469
£000 £000

Seven months
from 1 September
. . 1984
The emoiluments of the Executive Chairman
and the highest paid Dircctor (excluding
pension contributions} were as follows:

Chairman 142 46

Highest paid Director 59

In the year ended 31 March 1991 the Chairman was also the highest paid
Director. No Directors’ emoluments were incurred in the period from
1 April 1989 to 31 August 1589,

(d) Directors

The remuncration (excluding pension contributions) of Directors, other than
the Chairman and highest paid Director was within the following categories:

1991 Seven moenths

frora 1 September

gy

£ Number Numbuy

0~ 5000 — 2

5001 - 10000 — 3

10001 - 15000 3 1

25001 ~ 30000 1 -

30001 ~ 35000 - i

40001 - 45000 - 1

80001 - 85000 1
85001 - 90000 1

i

= LML E

G e
LA
. e

et
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Notes to the accounts continued

Hote 4 1991 1490
Interest L Am

Bank loans, overdrafts and other loans:

Repayable within 5 years not by instalments 04 20,0
Repayable after 5 years by instalments 0.7
Finiance lease obligations. 0.1 0.2
Interest payable L. 202
Interest receivable (7.8) (2.0
i (6.6) 182
Note 5 1991 Ui
Taxation Em Im
United Kingdom taxation:
Advance corporation tax on dividends
for the year 9.7 55

A——

The Group has available £152m (1990 £5.5m) of unrelieved advance
corporation tax and substantial unutilised capital allowances, At 31 March
1991 unutilised allowances existed in respect of expenditure qualifying for
plant and machinery allowances of approximately £522m and £40m in
respect of expenditure qualifying for industrial building allowances.

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

! Note 6 1991 1990
! Extraordinary jitems £m fm
Privatisation costs - 44
Pre-1974 pension obligations - 14
- 58
Note 7 1991 1990
Dividends payable £m £m
Interim of 5.9p (1920 Nil) per ordinary share 9.7 -
Final proposed of 11.8p (1990 10.02p)
per ordinary share 19.3 164
29.0 lo4g

A scrip alternative is being offered for the final dividend,
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MNoto 8
Earnings per
ordinary share

Note &
Tangible tixed assets

Cost

Depreciation

Nel book value
31 March 1991

Mot haal salue
5 Merch 1M}

Earnings per share for the year ended 31 March 1991 amount to 53.4p
per ordinary share based on earnings before extraordinary items of £87.4m
agd tj?;oxggighted average number of shares in issue during the year of
163,733,000.

The Directors believe that the calculation of earnings per share based on the
actual results for the year ending 31 March 199¢ would not be meaningful in
view of the significant changes occuring during the year particularly in
relation to lhe capital restructuring.

As set out in the Directors’ Report, earnings per shire for 1990 are only
p}govided in respect of pro-forma earnings and amount to 46.4p per ordinary
share,

There would be no significant dilution of earnings if the outstanding share
options were exercised,

Group Company

Freehold Plant and Infra- Other Total Other
land and machinery structure
buildings assels

£m £m £m fm £m £m

Balance at 1 April 281.3 1305 334.8 789 8255 —
Reclassification and
accounting policy

change (15.0) 279 0.8 (8.8) 49 -
Additions 36.3 317 380 199 1259 0.9
Grants and

contributions - - (21.3) - (2L3) -
Disposals - (2.8) - - (2.8) -
Balance at 31 March 3028 1873 3523 90.0 9322 0.9
Talance at 1 April 43.6 44.3 - 317 1236 -
Reclassificaticn and

accounting policy

change (2.5 103 - (7.6) 0.2 —
Charge for year 7.4 125 - 79 278 2.2
Disposals — (24) - - (24) —
Balance at 31 March ~ 48.5 64.7 - 380 1512 0.2

2541 1226 3523 520 7810 0.7

2252 1038 3356 080 046 -

Tangible fixed assets at 31 March 1991 include £79.0m {1990 £67.1m) of assets
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 1991 was £8.0m (1990 £10.7m).
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Nofces to the accounts continved

The accounting policy for grants and contributions received in respect of
! non-infrastruclure assets has been changed, as described in the Accounting
’ Policies. Accordingly, the cost and depreciation of the relevant assets have
been restated from 1 April 1989. The grants and contributions received in
respect of these assets since that date are now included within creditors as
deferred credits. This change in accounting policy has had no effect on cither
the consolidated profit and loss account or the consolidated reserves.

Note 10 Investment in Loans {o Total

Fixed assets investmenis ~ com",:;;g;g; comﬁgg

Group companies i em g o o
Balance at 1 April 47.0 10.4 574
Additions 1.1 - 1.1
Movements in year - 234.6 234.6
Balance at 31 March 48.1 245.0 293.1

——

The principal subsidiary companies are listed on page 47.

Note 11 Group Company
Fixed asset investments — £m £m
Other investmenis
Balance at 1 April 6.0 6.0
Investments during year 0.1 0.1
Amounts writtet1 0 (0.1) (0.1)
Balance at 31 March 6.0 6.0

In the opinion of the Nirectors the value of investments at 31 March 1991
was noE less than book value. An investment in a related company is not
material.

Details of companies in which the Group owns more than 20% of the
equity are shown on page 48.

Subsequent to the year end the Group disposed of investments in three
companies for a consideration in excess of the book value as at 31 March

1991,
Note 12 Group
Stocks 1991 1990
£in m
Materials and consuinables 27 25
Rerhargeable work in progress 10 08
37 3.1

—

4]




Note 13
Debtors

Mote 14
Short-term borrowings

Note 15
Other creditors

G C d
o1 ot 1991 Ry
£m Lmi £m m
Trade debtors 573 4149 -
Amounts owed by subsidiaries 67.0 2903
Other debtors 65 13 38 Ui
Employee loans 10 12 01 -
Prepayments 04 12 01 Ol
652 446 71.0 2967
Group
1991 1990
L£m Im
BRank loans and overdrafts 74 —
Obligations under finance leases 07 23
81 23
Group Company
1991 [¥90D 1991 BoWn
£m Em £m fm
Trade creditors 457 325 Q1 :
Amouats owed to subsidiaries 23 04
Propused dividend 19.3 164 193 164
Advance corporation tax 97 55 97 55
Qther taxation and social security 1.1 07 — -
Other creditors 42 51 42 33
Accruals and deferred revenue 350 383 50 52
40.6

115.0 94
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Notes to the accounts continued

Note 18
Banfk and other [oans

Note {7
Provisions for
llabifities and charges

Note 18
Called-up share capital

Bank [oans _
Obligations under finance leases

Loans and.obligations under

finance leascs are repayable as follows:
Finance leases:

Between one and two years

Between two and five years

Bank loans:

After five years

Grou

1991 PR T
£m i

40.0
14 24
414 210
0.7 Db
0.7 Tat
40.0 -
41.4 2.0

Bank loans are unsecured and repayable by instalments for periods of up to
15 years. The rates of interest payable on loans due after 5 years varies fr \m

10.95% to 11.5%.
Group Company
Infra- Share- Total Share-
structure save save
renewal  scheme scneme
£m £m £m £m
Balance at 1 April 24 -~ 24 -
Movement in year 12 15 2.7 1.5
Balance at 31 March 3.6 15 5.1 1.5
1691 IR
Authorised £m £m
225,000,000 ordinary shares of £1 each 225.0 2250
1 special rights redeemable preference share of £1
2250 2250
Allotted, called-up and fully paid
Ordinary shares of £1 each:
At 1 April 163.7
Issued during the yoar 0.1 103.7
At 31 March 163.8 163.7

Details of allotments during the year are contained in the Directors’ Report.
The special rights redeemable preference share of £1is held by HM Seeretary

of State for the Environment.
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Nota 12
Share premium account
amd reserves

MNote 20
Acquisitions

Qutstanding options to subscribe for ordinary shares in the Company are as

follows:
Dateof  Number of Price per
grant shares share

000

Exccutive share

option scheme February 1990 932 281p
January 1991 205 295p
Sharesave scheme December 1989 1,432 176p
January 1991 797 236p

In normal circumstances the Executive share options may be exercised

between three and ten years from the date

of grant,

Options under the Sharesave scheme may be excrcised after either five or

Seven years from the date of grant,

At1 April

Release of pre-vesting provisions
Premium on allotments in year
Retained profit for the year
Goodwill written off

At 31 March
The profit for the financia) year of the Com

Company
Share  Profit Share  Profit

£m fm £m £m
03 35 13.2 03 1954
0.1 ' 0.1
584 322
(0.3)
04 5717

04 2276
pany was £70.9m (1990 L39.1m),

No separate profit and loss account is provided ag permitted by $230 of the

Companies Act 1985,

Two small acquisitions were made during the year. The fair value of the
assets acquired and the resulting goodwill are sef out below:

Book values  Adjustinents Fair value
acquired to accord
with Group
pudicles
£000 £000 £000
Fixed assets 131 (10) 121
Stocks 98 o8
Debtors 367 367
Creditors (229) (229
Net assets 367 (10) 357
Cost of acquisitions (608)
Goodwill written off 251

No purchase consideration has been deferred and at 31 Maxch 1991 there

were o acquisition related provisions,
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Notes to the accounts contivued

Note 214
Contingent llabilities

Note 22
Capital commitments

Note 23

Other financial
commitments

Note 24
Pensions

Group Company
1991 9 1881 e
fm Am £m dm

Contingent liabilities in connection
with contractors’ claims on capital
schemes and road reinstatements 48 306 -

The Company has provided guarantees in respect of all monies borrowed
by Southern Water Services Limited fronr the European Investmenit Bank.

All Group companies except those acquired during the year have provided
mutual cross guarantees for any monies owed to National Westminster
Bank Plc.

Group Company
1981 1WAD 0 1991 1990
£m Im £m m

Qutstanding contracts placed for

capital expenditure 503 509 -

Capital expenditure authorised by

directors but not contracted 540 553 - -
Group Company

1981 M40 1991 19%)
. Em Im £m Im
Annual commitments under

non-cancellable operating leases:

Expiring within one year - 02 - -~
Expiring between two and
five years 07 09 - -

07 11 - -

The Group operates a number of funded defined benefit pension schemes
providing benefits based on final pensionable earnings and years of service. All
schemes are administered by trustecs anid operate independently of the Group.

The schemes are valued by independent consulting actuarics using the
‘projected unit’ method. The last actuarial valuation of the main scheme,
which covers over 80% of the Group’s employees, was carried out as at 31,
March 1989. At that date the estimate(] market value of the scheme’s assets was
£56,7m which covered approximately 107% of the benefits accrued to
members, after allowing for expected increases in earnings. Having regard fo
this valuation the actuary recommended that the employer contribution
should be maintained at 12% and 11.75% of pensionable pay for members
paying contributions of 6% and 5% respectively. This has been implemented.
The next actuarial valuation will take place as at 31 March 1992,




RN o] £ IR
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Note 25
Subsequent events

The other schemes, which include a closed scheme, are awaiting their first full
actuarial valuations. It is expected, however, that the market value of these
schemes’ assets will show a surplus over the benefits accrued to members, afier
allowing for expected earnings increases. Contributions to these schemes have
continued at the provisional rates recoinmg4ided by the actuary.

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

Total pension costs for the year were £5.1m (1990 £G6.3ni).

All the schemes are able to accommodate, insofar as currently understood, the
implications of the European Court judgement in ‘Barber v Guardian Royal
Exchange’ without change to the contribution rates currently in force.

On 17 April 1991 the Company disposed of its investments in the Eastbourne
Water Company, the Mid-Sussex Water Company and the West I{ent Water
Company to SAUR Water Services Plc for a total cash considerztion of
£10.7 million, resulting in an exceptional profit of approximately £7 million.
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Report of the Auditors

Te the members of Southern Water plc

We have audited the accounts on pages 30 to 45
and 47 and 48 in accordance with Auditing
Standards.

In our opinion the accounts give a true and fair
view of the state of affairs of the Company and of
the Group at 31 March 1991 and of the profit and
source and application of funds of the Group for
the year then ended and t%mve been prop

repared in accordance \7 the Compay

&

Chartered Accountants

25 June 1991
London

Financial calendar

1991

25]June  Announcement of final results

1 July Ex dividend date for final dividend
22 July Record date for dividend

29 August Annual General Meeting

1 October Final dividend payablc

December Announcement of unaudited interim results

1992
March Interim dividend payable
31 March Financial year end

Shareholders’ interests
At 25 June 1991

Number of Shareholders 104,947 (including package units)

Shareheldings Sharoholders % Shares %
Range
300 and under 48.78 522
301 to 1000 49.68 13.05
1001 to 10000 1.10 1.58
10001 to 50000 0.18 271
Over 50000 0.26 77.44
100.00 100.00

Category of Sharoholders %
Sheareholders
Pension funds 0.03
Insurance companies 0.05
Banks 0.03
Nominee companies 1.54
Other corporate bodies 0.36
Other shareholders 97.99
160.00

Shares %

2.35
895
0.30
4848
20,74
19.18

S ———

100.00
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Southicrn Wator ple

Subsidiary companies and investments in other companies
at 31 March 1991

Subsidiary companies

The Company’s principal subsidiary companies are listed below. With the exception of Waterline Insurance
Company Limited, registered and trading in the Isle of Man, all companies are registered in England which is
also the country of operation.

Company Class of capital Proportion of Nature of businass
class hotd

Southern Water Services Limited Ordinary 100% Provision of water supply

and wastewater services

Southern Science Limited Ordinary 100% Laboratory analysis and

environmental assessment

Southern Projects Limited Ordinary 100% Civil engineering design

and consultancy

IT Scuthern Limited Ordinary 100% Information technology

services

Topmark Vehicle Leasing Limited Ordinary 100% Vehicle and specialist

equipment leasing

Bowsprit Holdings Limited Ordinary 100% Property investment

Bowsprit Estates Limited Ordinary 100% Estates management and

property consultancy

Southern Watercare Limited Ordinary 100% Contract plumbing

M. W. Longley Limited Ordinary 100% Heating and ventilation

contractors

Tynemarch Systems Ordinary 100% Process control and

Engineering Limited engineering software

services

Hazeley Down Mineral Ordinary 100% Bottled mineral water
Water Company Limited

Sectron Systems Limited QOrdinary 100% Security services

Waterline Insurance Ordinary 100% Insurance

Company Limited

Subsequent to 31 March 1991 the Company has acquired the following companies:

McDowells Limited Ordinary 100% Civil and structural
engineering consultants
Contract Services Ordinary 100% Specialist surveying

(SE) Limited




Subsidiary companies and investments in other companies confinued
at 31 March 1991

Other lixed asset Investments

Principal trading companies in which the Group holds more than 20% of the equity are listed below,

All companies are registered in England which is also the country of operation.

Company Class of
capital

Tnyestment companies

Eastbourne Water 4.9% Cons

Company Ordinary

Follestone & District 3.5% Ord

Water Company 4.9% Ord

4.%% Ord (1953)

7.0% Ord

Mid-Sussex Water 3.325% Irred.

Company Preference

4.9% Ord

7.0% Ord

West Kent Water 3.5% Cons

Company Ordinary
Related company

Stalwart Environmental Ordinary

Services ple

Proporticn of
class held

25.0%

19.9%
25.0%
25.4%
27.2%

10.1%
25.5%
45.8%

24.7%

50.0%

Hature of
business

Water supply

Water supply

Water supply

Water supply

Waste
managernent

Tota) copital
and raserves
£m

59

4.1

154

18

0.0

'Profit for
the year
£m

1.2

0.3

21

0.2

(0:2)

Subsequent to the year end the entire investments in the Eastbourne Water Company, the Mid Sussex Water
Company and the West Kent Water Company were sold for a consideration in excess of book value.

*Proiit is after charging tax and extraordinary items (jf any)

he



Southern Water ple

Group five year summary

1991 1990 19549 198K
£m rm m m
Turnover 2512 2258 2041 1895
Profits
Profit before interest 90.5 78.3 93.3 96.1
Interest {net) 6.6 (18.2) (282) (36.8)
Profit before taxation 97.1 60.1 65.1 59.3
Taxation (9.7 (5.5) - -
Profit after taxation 874 545 651 593
! — e e
P P P I
Dividends per ordinary share 17.7 10.02 - o
Im Im Im Em
Assets employed
Fixed assets 781.0 704.6 6282 579.8
Investments 6.0 6.0 59 0.3
Net current assets (liabilities) 1.3 (24.5) (74 9) {69.0)
Long term liabilities (52.4) @.n (223.0) (2394)
Net assets 735.9 €77.0 336.2 2917
Capital and reserves
Share capital 163.8 163.7 - ~ -
Share premium 04 0.3 - ~ -
Profit and loss account 571.7 513.0 3362 271.7 224
7359 6770 3362 271.7 2124

Shemificant changes ook place during the year ended 31 March 1980 arising from capital vestructoring, the
repulatory segine and the conversion w ple status, Accordingly, the comparability of the results for the year
ended 31 March 199) and prior years is limited and care should be taken in relating these ligures.
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Notice of Annual General Meeting

NOTICE is hereby given that the second Annual
General Meeting of Southern Water ple will be held
at the Dome Theatre, Church Street, Brighton, on
Thursday 29 August 1991 at 1100 am, for the
transaction of the following business:

Ordingry businass

1 Fo receive the Report of the Directors and the
audited accounts for the year ended 31 March 199).

2 To declare a final dividend for the year ended
31 March 1991 of 11.8p per ordinary share.

3 To re-elect Mr B R Thorpe as a Director.

4 To re-elect Mr ¥ N Midmer as a Director.

5 To re-appoint Coopers & Lybrand Deloitte as
auditors of the Company and to authorise the
Directors to fix thetr remuneration.

Spaclal business

6 To propose the following resolution as a Special
Resolution:
THAT the Directors be given power pursuant to
Section 95 of the Companies Act 1985 to allot
equity securities (as defined in Section 94 of the
said Act) pursuant to the authority conferred by a
special resolution passed at the Extraordinary
General Meeting of the Company held on 20
November 1989 as if Section 89 (1) of the said Act
did not apply to any such allotment, provided that
this power shall be limited to:
(a) the allotment of equity securities in connection
with a rights issue in favour of ordinary share-
holders where the equity securities respectively
attributable to the interests of the ordinary share-
holders are proportionate (as nearly as may be) to
the respective numbers of ordinary shares held or
deemed to be held by them (but subject to such
exclusions or other arrangements as the Directors
may deem necessary or expedient to deal with
fractional entitlements, reccrd dates, legal or
practical problems arising in any overseas territory
or by virtue of shares being represented by
depositary receipts, the requirements of any
regulatory body or any stock exchange or any
other matter whatsoever);
(b} the allotment of ordinary shares pursuant to
elections under any scrip dividend option given to
shareholders under Article 135 of the Company’s
Articles of Association; and
{c) the allotment (otherwise than pursuant to sub-
paragraph (a} or (b) hereof) of equity securities up
to an aggregate nominal amount of £8,188,332;
and provided further that this power shall expire
fifteen months from the passing of this resolution
or, if earlier, at the conclusion of the next Annual
General Mceting of the Company after the passing
of this resolution, save that the Company may prior
to such expiry make offers or agreements which
would or might require equity securities to be
allotted after such expiry and the Directors may
allot equity securities in pursttance of such offers or
agreements notwithstanding the expiry of any
power conferved by this resolution.

7 Toproposethefollowing resolution asan Ordinary
Resolution:
THAT (i) the Dircctors be authorised;
(a) to exercise the power contained in Article
135 of the Company’s Articles of Association lo
offer shareholders, on the basis determined by the
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Directors in accordance with the Articles of
Association, the right to elect to receive ordinary
shares of £1 each in the capital of the Company
credited as fully paid instead of cash in respect of
any dividend or any part thereof declared or
payable at any time after the commencement of the
meeting at which this resolution is passed and prior
to the date of the next Annual General Meeting of
the Company;

(b} to capitalisc out of the amount standing to the
credit of the Company’s reserves, as the Directors
may determine, a sum equal to the aggregate
nominal value of the ordinary shares to be allotted
pursuant to elections made as aforesaid and to
apply that sum in paying up in full those ordinary
shares;

(¢} to allot such ordinary shares pursuant to
elections validly made;

and generally to take such steps (whether before or
after the passing of this resolution) as the Directors
consider expedient for any such purpose; and

(i) for the purposes of or mentioned in paragraph
(i) the “relevant value” of the entidement of each
shareholder shall in the case of the final dividend
payable in respect of the year ended 31 March 1991
be calcufated by reference to the average of the
middle market quotations for the Company’s
ordinary shares on the Stock Exchange as derived
irom the Daily Official List on the day on which the
ordinary shares are first quoted ‘ex’ the final
dividend and the four subsequent dealing days,
with the addition of 70p per share being the final
instalment of the offer for sale price due in respect of
the ordinary shares and payable on or before
30 July 1991,

By Order of the Board

Graham Nicholson
Secretary 24 July 1991

Registered cffice:
Southern Fouse
Yeoman Road
Worthing

West Sussex
BNI3 3NX

Notes

1 This notice of Annual General Meeting is being sent
to members and registered holders of interim rights
(including rights acquired in respect of Package Units
comprising shares in each water holding company
including the Company) in accordance with the
Instalment Agreement dated 22nd November1989, as
amended. Ifa holder of interim rights has paid thefinal
instalment of the offer for sale price by 30 July 1991, the
last date for payment, his name will have been eniered
in the register of members of the Company before the
Annual General Meeting and he will have therights of
a member to attend, speak and vote at the meeting,
However, if 2 holder of interim rights has not so paid
the final instalment, he may not be entitled to attend,
speak or vote at the meeting, For convenience, interim
rights holders are, together with members, referred to
as shareholders in these notes.

2 Shares acquirod by empioyees under the Free and
Matching Offers are held by Trustees until December
1991 and employees holding shares will not be able to
attend general meetings of the Company uniil the
sharesare registered in their names in December 1991,
Theemployees can however instruct the Trusteeshow
to vote on a poll at the meeting, A voting direction
form is enclosed for employees concerned.

3 Subject to it being duly declared at the Annual
General Meeting, the final ordinary dividend wili be
paid on 1 October 1991 to shareholders on the register:
at close of business on 22 July 1991.

4 A sharcholder entitled to attend and vote is entitled
to appoint onc or more proxies to attend and, on a
poll, vote in his stead. A proxy need not be a share-
holder of the Company.

5 Completion of the enclosed proxy form does not
preclude a sharcholder from attending the meeting
and voting in person, Any instrument appointing a
proxy, with the authority (if any) under which it is
signed, or a certified or office copy of such authority,
must be deposited with the Registrars not later than
48 hours before the time fixed for the meeting, or
any adjournment thereof.

6 The register of directors’ sharcholdings and copies
of dircctors’ service contracts will be available for
inspection at the registered office during normal
business hours on any weck day, excluding Saturdays
and public holicays from the date of this notice uniil
the datc of the mecting and at the place of the meeting
from 10.00 am until the conclusion of the meeting,
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Notice of Annual General Meeting continued

Resolutions ~ Explanatory notes

The Annual General Meeting is a meeting of share-
holders which the Company is required to hold each
year. There are resolutions before the meeting which
shareholders will be asked to approve. Resolutions 1-5
and 7 are ordinary resolutions which may be carried
by a simple majority of sharcholders voting in person
or by proxy; resolution 6 is a special 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 preceding financial year.

Resolution 2: to declare a dividend

The declaration of a final dividend must be authorised
by the shareholders and cannot exceed the amount
recommended by the Directsis in their report. If the
meeting approves this resolution the dividend will be
paid on 1 October 1991.

Resolutions 3 & 4: re-election of Directors

The Articles of Association (the rules which govern
the Company’s internal management) provide for the
retirement of Dircctors, other than the Executive
Chairman and Managing Director, by rotation each
year. In accordance with these provisions
Mr B R Thorpe and Mr F N Midmer will retire by
rotation this year and seck re-glection,

Resolution 5: appointment and rcmuneration of
auditors

A public company musl appoint auditors o hold
office untilthe next gencral meeting at which accounts
arc presented. The resolution proposesthe reappoint-
ment of Coopers & Lybrand Deloitte and as is
common practice, the resolution also gives authority
for the Dircctors to approve their remuneration.

Resolution 6: renewal of authority in respect of
allotment of shares

The Directors were given a general authority to allot
ordinary share capital up to a maximum nominal
amount of £217,423,000 at an Extraordinary General
Meeting of the Company on 20 November 1989. This
authority to allot shares remains valid for a period of
five years and thercfore cxpires in 1994,

If the Dircctors propose to allot ordinary shares for
cash (other than pursuant fo an employee share

scheme) Scction 89 (1) of the Companies Act 1985
requires such shares to be offered first {o shareholders
in proportion to their existing holdings, Thesc are
known as pre-emption rights, There may however be
circumstances wherg, in the best interests of the
Company, the Dircetors need the flexibilityto finance
business opportunities as they arise by the issuc of
ordihary shares. It is therefore common practice for
companies to propose a special resolution to disapply
the pre-emption requirements of Section 89 (1) when
the Directors wish to raise cash by way of the issuc of
new shares whose nomtinal value does not excerd 5%
of the Company's issued share capital. This resolution
therefore gives the Directors authority to issue for
cash, new ordinary shares up to a limit of 5% of the
Company’s issned ordinary share capital without
first offering the shares to existing sharcholders.
The resolution also disapplies the pre-emption
requirements on a rights issue (so as to allow the
Directors in such a case to make appropriate arrange-
ments to avoid or resolve legal or practical problems
which might, for example, arise with overseas share-
holders) and on a scrip dividend. This authority will
last until next year's Annual General Meeting or
fifieen months after the passing of the resolution
whichever is the carlier.

Resolution 7: scrip dividend

Article 135 enables the Directors, if authorised by an
ordinary resolution of the Company, ¢ offer
sharcholders the option to receive fully paid ordinary
shares as an alternative 10 cash which they wouid
otherwise receive as a dividend. This is commonly
referred to as a scrip dividend option, The Directors
believe that this option will be of particular valuc to
shareholders who wish to increase their holdings
without incutring dealing costs. In addition 1o cash
flow benefits the Company will be able to retain the
advance corporation tax which would otherwise be
payable if a cash dividend is taken and which the
Company cannot presently offset against corporation
tax. The resolution thercfore seeks approval to allow
the Dircetors to offer a scrip dividend alternative for
any dividend payable or declared prior to next year's
Annual General Meeting, As thiswill include the {inal
dividend payable in respect of the year ended 31
March 1993, the resclution also contains a formulz
for valuing the entitlement {o new shares which at
the time of the offcr will be quoted on a partly paid
basis, A scpavate document giving full details of
the serip dividend option together with the Form of
Election is enclosed herewith.
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Annuai General Meeting 1991

The Annuat General Meeting of Southern Watey ple is being heig al the Dome Theatre,
Brighton on 2¢(j August, The entrance wilt be viag The Corn Exchange in Church Street,
Brighton and s well signposteq. Multi-siorey cay parks are availaple in Church Street
which is a2 ONE WAY STREET (zoing west). Other car parks are marked on the plan
and Brighion railway station i within walking djstance but Jocal buses and taxis are
availahle immr:diately outside the statjon, Brighton is g busy scaside resort particularly in
August and those shareholders ravelling by car should aliow adequate time for Parking,

The doors of (he Theatre will open from 9.30 am and the meeling wil start g 1100 am.
Coffee and biscyits will be available before the meeting starts,

Sharcholders are requested 1o bring their admission cards with them to the meeting,
Cameras and lape recorders win 1ot be allowed tp by taken into the meeting and random
securily checks will be carricd ot at the enirance. The Theatre has facilities for disabled
Persons and a separate scating area with induction loops has beeny provided for the hayg
of hearing,

You may fingd jt helpful to bring with yoy 1o the meating g copy of the Annya Report
and Accounts which contains the formal Notice and Agenda lor |he meeting,

I you have any queries about (he business of the meeting  please telephone:
L Crawlord, Sharcholder Services Manager on (0903) 64444,

Registrar
Lloyds Banlk ple Mmaintains the Company’s shaye register, If you haveany queries please contac:

Lloyds Bank Ple, Registrar's Depariment, Goring—by-Sca, Worthing BN12 60DA
Tel; Worthing (0903} 502541

Designed by Mictag ODomuell and mrinted by the 8¢ veg Croup nt Chage Wel ang Wosterhum [hegs
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