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Growing more than a water business
The Southern Water Group has nearly 3,560 employees,
some 85,000 shareholders and a turncver approaching
£350 million a year. As well as providir.or water ana
wastewater services, cur activities include engineering
services, environmental services and systems
technology, together with a number of other specialist
services and producis.
Financial highlights

1994 1993
Turnover £347.7m £318.2m
Profit before tax £127.5m £119.2m
Earnings per share 70.3p 66.3p
Dividends per share 23.1p 21.3p
Shareholders’ funcds £965.0m £881.5m

Profit before tax Earnings per share
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Southern Watar pic

Chairman’s
statement

| am pleased, once again, to report on another
year of real progress for your Company. Profits
have grown well in both our regulated and
non-regulated businesses.

Qur water supply and wastewater customers
are enjoying even higher standards of service
whilst an aver increasing number of new
customers benefit from the expanding range
of other services the Group now cffers.

These advances reflact our strategic objective
of adding value for our sharehoiders at mini-
mum risk and cost whilst providing our
customers with superior performance and
value in everything we undertake.

Results and dividend

Group turnover advanced by B.9% from
£319.2m to £347.7m In the year to 31 March
1994, Profit before tax Increased by 7% to
£127.8m and earnings per share rose by 6%
to 70.8p. This sound growth in profit has been
firmly underpinned by our engoing com-
mitment{ to the generation of operaling
officiencies and by the encouraging progress

made by our non-regulated businesses, Non-
requlated trading profits at £10.1m were
20.2% higher than last year and represent
7.6% of the Group total, This pleasing result
confimns our strategy of sound, steady organlc
growth, within a broadening range of
knowledge and slkilis, augmented by sensibly
priced niche acqulsitions.

Over two-thirds of our post-tax profit Is
immediately reinvested to help fund cur
vast capital programme. Investment
expenditure was 44% higher than last year at
£176m Inrgely reflecting the way in which
‘Cperation Seaclean’ is forging shead.
Expenditure in 1994/5 will be even higher as
major coastal schemes designed to enhance
the quality of bathing water are progressively
completed. This high level of investment
exceeds our annual profits by some 38%.
However, | am pleased 1o report that through
our clear focus on efficiency and tight financlal
management, the Group endsd the year wilh
a nst cash balance of £10m,

The Board is recommending the payment of a
final dividend of 15.4p per ordinary share,
making a total for the year of 23.1p, an increase
of B.5% on last year, The annual dividends wil
thersefore have risen 1y 30% over the last three
years,

Qur scrip dividend alternative, which has
provad popular with shareholdars, will be
avallable again for those wishing te build
thelr Investment in the Company.

Business highlights

I turn to some of the key features and
developments of the business in the year,
further dealls of which are given In the
Managing Director's review on page 8.




In Southarn Water Servicas Ltd., our principal
subsidiary, the dedication to high standards
has been recognised by the National Rivers
Authority, which In its latest review rated our
wastewater works compliance equal top in
the industry. We have aiso been rated ‘op
ameng the ten major companies in 1933 hy
the Cffice of Water Services (OFWAT) in
respect of the four key ‘levels of service’
where direct comparisons can be made
betwesn companies.

Wa have aligned our non-regulated businesses
into four distinct sectors, namely Engineering
Services, Environmental Services, Systems
Technolegy and Specialist Services and
Products. With the exception of the latter the
businesses in these sectors generally have
complementary activities in terms of markets
served or skills and technology deployed.
Tha relatinnships batween these companies
will be developed to maximise our strength
in the market-pinca,

During the year we mads three acquisitions
in the Environmental Services sector. In May
1993 we acquired the Sussex based E.S.
Taylor Group, a solid waste management,
minera) extraction and recycling businass,

on which | raported last year, Later in 1993
we purchased the ERG Environmental
Resource Group ple. This company designs
and builds turnkey procass plants for traating
and recovering inorganic effluents, supplying
high purity water for Industrial use and
produces purification systems for fumes,
~ust and odours. Their customers, many
with household names, are drawn from a
wids range of industries, including aerospace,
chemicals, electronics, car manulacturers,
food, pharmaceuticals and mining, The
acquisition of ERG marks our strategic

“Somthorn Wter plc

meve into the field of on-site affluent
treatment systems,

Finally, at the end of 1993, we acqulred a 75%
shareholding in GMSS Ltd. which provides a
full public analyst and scientific service to rine
local authoiities in the greater Manchester area
and increasingly serves the needs of local
industry. Togather with Southern Science Lid,,
thase businesses, which are complementary,
now offer a wide range of specialist services
throughout the country.

As part of the organic development of the
Group wa have gstablished Pipestock Pius
Ltd., as its materials and services purchasing
and disiribution agent. Initial progress in
enhancing the efficiency of purchasing and

stockholding is very encouraging. Throughout the Group

our peop! neentr
Two of our rapidly developing businesses, People concentrate

Papersiream Lid,, and Topmark Vehigle on providing their
Conlracts Ltd., have already outgrown their customers with high
exlsting premises and are moving to new high
quality locations which wilt allow for significant
expansion, Additionally, McDowelts Ltd., our products and services,
engineering consultancy, has relocated from with total commitment.
Its four regional offices o a single prestigious
freehold affice conveniently situated near to
Gatwick Airport. This will provide an fmportant future progress.
centre of excellence which will greaily enhance

lhe efficiency and prospects of the business,

quality, value for monay

This is the key to our

The Board

The Company has a broadly equal balance
of Executive and Non-Executive Directors,
the latter fully constituting the Audit and
Exgculive Remuneration Commitiees of the
Board,

As foreshadowed in last year's Annual Report,
Mr Brian Thorpe cae retired from the Board
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Chailrman’s
statement
continued

in August 1993 and Mr Francls Midmer, the
former Group Technical Director, was
appointed a Non-Executive Director on his
retirement thus enabling the Company to
benefit from his considerable knowle:ge of
the water industry.

We were pleased that Dr John Westhsead,
Chlef Executive of Bowthorpe plc was abla
to accept our invitation 1o rejoin the Board
2s a Non-Execulive Director In July 1993,

I am gratefu! for the valuable contribution
to our affairs made by our Non-Executive
Directors who, {ogether with their Executive
colleagues, form an enthusfastic and hard
warking team dedicated to the profitable
growth of the Company.

I am pleased to record that Mr Anthony Fry,

an Executive Director of N M Rothschild &
Sons Ltd., has accepled an invitation tc join
the Board as a Non-Executive Director with
effect from 1 July 1994, During his 17 years
with Rothschilds he has gained & wide
experfence of all aspects of corporate finance
and was a key advisor to Southern Watar
during its flotation period. We look forward to
the benefit of his experience In our defberations.

The Company's approach to Corporate
Governance Is described on page 26 and
fully complies with the applicable provisions
of the Cadbury Code of Best Practices.

The fulure
Southern Water Services Ltd. has not been

immuns from the effects of the sharp recession

and the demand for water from Industry and
commerce has decined for several years,
Although the economy appears 1o be recov-
ering slowly we do not expecl to see much
growth in demand In the Immediate future,

Future growth in profits depands heavily on our
ability o achleve maximum efficiencies in both
capital and operating costs, We will continue
to strive hard in these areas.

The Periodic Revievs for Southern Water
Sarvices for the period 1295/2000 has neces-
sitated tha submission of a more detailad
appraisal of, and forecast for, our regulalea
business than most companies produce in
thelr lifstime. We require a fair outcome from
the Periodic Review process and await the
Director General's announcement on the

28 July 1934 with more than a litlle interest!

Much has been achleved in our non-regulated
activities in only four years. | am confident that
our slralegy of steady development in areas
where we have key strengths is the right one,
We will continue to aim at ephancing value 1o
shareholders at minimum risk.

it gives me great pleasure to record the
Board's appreciation for the continuing strong
contribution made by our employees during
ancther year of change and achlevement.

Throughout the Group our people concentrate
on providing their ciistomers with high quality,
value for money products and services, wilh
total commitmant. This is the key to our future
progress.

I look forward with enthuslasm 1o reporting
another successful year for the Southern Water
Group in 1994/5,

Mﬁ

Willlam J W Courtnoy cak
Chalrman




%
jrhs
. -
Jet L

The Board
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WILLIAM COURTNEY CBE
FIWEM

Executive Chalrman
Williars, Courtney joined
Southern Water Authority as
Chairman in August 1985 and
was appeinled Executive
Chairman of the Company in
September 1989, He was
formerly Managing Director and
Joint Deputy Chairman of Marley
ple. Mr Courtney is also
Chawman ot the British Board of
Agrement; which assesses and
certifies new bulding materials.

MARTYN WEBSTER

BSc (ECON) FCA

Group Managing Director
Martyn Webster was appeinted
to his present position in January
1993, previously having been
Group Finance Direclor since the
incaption of the Company in
1989. He qualified as a char-
tered accountant with Price
Waterhouse for whom he worked
in the UK, Australia, and the
Netherlands. From 1979, he was
Finangial Controller of NCR and
in 1985 he became Group
Finance Controller at Laporta Ple
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RAYMOND KING

BSc FCA MCT

Group Finance Director
Raymond King joined the Board
in January 1993 having been
appointed Group Financo
Director designate in June 1892.
He had previously worked for ICI
Pl for 14 years, most recently as
Controller, corporate operations.
He joined ICI from Price Waler-
house where he qualified as a
chartered accountarit,

KEITH TOZZI

BSc MA C ENG FICE FIWEM
Finst.M

Group Technlcal Director
Keilh Tozzi was appointed to

the Board in January 1993 and
assumed the post of Group
Technical Director from 1 Sep-
tember 1993. He has served in
the water industry since 1966
and has played an important rcle
develcping the Gompany's water
and wastewaler operations in a
number of senor posts.

FRANCIS MIDMER

C ENG, FICE FIWEM Elnst.h
Non-Executive Oiractor*
Franeis Midmer retired from being
Group Technical Director In
August 1993, having werked in
Lhe walor industry since 1949,
Appointed Direclor of Technical
Services of Southsern Water
Authority in 1985, e joined the
Poard in 1988, He has neld
gonicr positions on a number of
natignal bedies associated with
the development of the industry.

PHILIP GIRLE

FCIB Finst.M

Naon-Executive Director't
Philip Girle was appoinied o

\he Beard of Southern Water
Authority in 1986 and became a
Drector of the Company 1 1889,
He is a former Direcior and
General Manager of National
Westminsier Bank, and & former
Director of the Yorkshire Bank,
He is Chairman of the Audit
Commiltea.

VIVIAN THOMAS OBE

Fivit

Non-Executive Director't
Vivian Thomas was appainted

ie the Board on 1 June 1992,

A lormer Chief Executive Officer
of BP Ot UK Lig, he was also
Chairman of Alexander Duckham
from 1984 1o 1992, Mr Thomas 13
GCharman of the Bntish Standards
Institution, Chairman of the Bntish
Road Federation and a Direclor of
Jaguar Lid,

JOHN WESTHEAD

MA DPHIL C ENG FIEE FinstM
Non-Executive Directort
John Weslhead joined the Board
on 1 July 1993 having previously
served on the Board of Southern
Water Autherily from 1968 and ap
o Director of the Company to
1992 until his oppointmonl as
Chief Execulive of Bowlhorpa ple,
A position he st holkls; ho is also
Chairman of tha Remuneration
Commitles lor Exosuiivo
Rircctors,

ANTHONY FRY
BA (Cxon)

Non-Executive Director
Net in pholograph

Anthony Fry 1s joning the Board
on 1 July and brings vath him

17 years experience of the Gity.
Since 1988 he has bean an
Exceuive Dreclor of N M
Rothschild and Sons Ltd, the
International Merchant Bank and
became a member of the Bank's
Executve Committeg n 1993,

* Member of the Audit Commiltee
1 Member of the Retnuneration
Commiitee

GRAHAM NICHOLSCN
IPFA

Company Secrotary
Registered Office:
Southerr House

Yeoran Road

Worthing

Wost Sussox BN13 3NX

From left to right {soated)
Raymond King, Manyn Webster,
Willlam Courtnoy, Keith Tozzl,
{Stonding) Francis Midmer,
Vivian Thomas, Phllip Girlo,
John Westhead and

Graham Nicholson
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The Englneering Sorvicas sector ' 8
exploits Southern Water’s
sklils in engineering

deasign, project

management,
consultancy and
contracting
Group
structure
CrO BT, v M e
At the centre of the
Group is the water and
wastewater business
of Southern Water
Services Lid. From this From analysis to .
core, the Group has flnal solution, the (r{:'::(’ :IE el
. Environmental A A 1
developed into a Services i, s h;ﬁ;f;;f?ﬁ
number of related sector offers Ivironmen
. advanced ‘Service
sectors, as shown in i
expertise in o A
the diagram. thie analysis ‘ : ‘,,;?’*i;‘sé?ffrr I
" r ¥ - 'n’m:f

of water, soils
and gases as
well as resource
assessments and the
safe treatment of solid
and liquid waste
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Southerewater ple

As a sophisticated user
of computer systems, Southern
Water provides a range of

services based on

information technology

. L

@{ . Technology

From vehicle contract
hire to bottled minoral
water, Southern Water
has developed a number
of specialised businesses
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i Southern Water Services Ltd
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is the Group’s main
subsldiary, providing water
and wastewater services in
Kent, Sussex, Hampehlre and
the Isle of Wight
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Bouthern Waier plt'.‘
Managing Director's roview

Southern
Water
Services

The business priorities

of Southern Water
Services are excellence
in the provision of water
supply and wastewater
services, allied with
strong financial

. management and the

vigorous pursuit of
operating efficiency.

10

Water Supply

Some 260,000 chemical and microblological analyses were carried out during

the year with the principal purpose of safe

Lap

auarding Southern Water's

commitment to provide excellent dririking s+, Over 99.7% of these analyses

achieved compliance with the relevant water guility standards monitored by

the Drinking Water Inspectorate.

620 million litres of treated
water are supplied every day
to industry and over two million
domestic customers across the
region through 12,360 km of
watermalns. Two thirds of the
water supplied comes from
underground sources; the
remainder is abstracted from
rivers and four surface
reservoirs.
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The wet winter of 1993/54
replenished the majority of the
underground aquifers In our
reglen. Rivers have generally
returned {0 normal or above
normal flows and reservolrs
have also reached their normal
levels, During the recent years
of low rainfall valuable infor-
mation was gained on the
performance of our water
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rasources and this is helplng
to shape our future strategy
to safeguard supplies.

Our water resource strategy
places a very strong emphasis
on maximising the use of
existing supplies. In Kent, the
transfer of raw water from tha
River Medway at Yalding, via a
20 Kilometre pipeling, will make
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available 30 million lives a day
of additiona! waler resources at
cur Bewl Water reservolr, This
£18m project will be com-
pleted by late 1994, The £20m
QOperation Seaclean: project

at Heme Bay will also benefit
resources In Kent by increasing
flows in the River Stour.

Leak detection remains a very
high priority. With the aid of
speclalist equipment and
meters stratogically placed

in the distribution system,

the detection programme

has saved over 100 millon
litres of water per day since
privatisation. Our customers

have alse played an important
role in this achiavement by
using the free phone “Leakline”
senvice o report water escaping
from our distribution system.

We are also proud to be one
of ihe largest water supply
companles to have galned
independent Quality Assurance
certification to British Standard
5750, This has been achieved
in the Southern Hampshire
water supply area where lhe
accreditation was sought as

a pilot stucly.
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Managing TRactor ¢ Toview
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Above: Installing a 20km long
pipeline from the River Madway
at Yalding which will transfer raw
water for storage to Bowl
Resorvoir

Lett: Releasing water from Bewl
Reservalr into the River Medway,
Tha water will be abstracted
down-stream and be treated
before supplying the Medway
towns and surrounding areas.
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Wastewater

In March 1994
Southern Water
Services achieved a
significant milestone
when all of its 367
inland wastewater
treatment works
achieved compliance
with their treatment
consent standards —
his is the direct result
of our extensive
investment in quality
improvements since

privatisation in 1989

and enhanged training
of operational stafl.
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Total consent compliance at our
wastewater .alment works
was achieved through an
intense programme of capital
investment, particulady by the
appiication of process tech-
nology. Work continues

to improve the flaxibility of our
plants, for example, to copa
with abnormal loadings and
changes in the type and
volumes of the wastewater
received from four million
rustomars through our
24,509 krn sewerage network.

The Gompany's cunment invest-
ment expenditure is focused
on Operaticn Seaclean, the
£450m programme to comply
with the requirements of the
EU Bathing Water Directive at
designated beaches. The
pregramme has moved firmly
from the design stage to
canstruction and maost of the
projects will be complated in
1995, although the £120m
Dover/Foikestona schems,
now in detailed design, has
been datayed by planning
considerations.

Long sea outfalls have been
pulled into position at East-
bourne and Worthing where new
wastewater treatment works are

also urder construction,
Contracts have hoan awanded
for simtlar works at Shoreham.
The Brighton to Hove storm-
water storage tunnel is
progressing using a former
Channel Tunne! boring machine
along tha five km route.

Work on the Sandwich Bay
Sewerage Scheme is also
progressing to schedule;

this Scheme lirks the sewer
networks of the towns of Rams-
gale, Deal and Sandwich wilh
the Weatherlees Wastewaler
Treatment Works at Rich-
borough. The largest sewerage
improvement schema to date,
it will also improve bathing
water qualily in Sandwich Bay
and augment water flows in
the River Stour.

Planning work is now under-
way to enable the Company to
meet the onerous requirements
of the EU Urban Waslewater
Treatment Cirectiva. This Direc-
tive requires the installation of
new treatment plants at many
coastal sites and the uprating
of certain exisling inland works.
Currently Southern Water's
wastewater treatment pro-
cesses produce the equivalent
of 70,000 tonnes of sludge dry

solids eath year, Volumes will
morea than gouble over the
naxt six years Jdue to the com-
misslening of the new coastal
works and the cassation of
sludge dieposal ta sea in
1998, The Company’s strategy
to daal with this issus includsz
a key rola for the re-cycling

of sludge for benaficial
agricultural and horticultural
uses.

The very wet weather between
Christmas and the New Year
caused floeding throughout
the region, Sewers were
inundated from overloaded
land drainage systems,
blocked culverts and rivers
bursting their banks e
Chichester area of Sissex

was particularly badly afiected.
Southern Water'’s staff worked
lang hours in adverse con-
ditions to ensure that our plant
and equipment rermained fully
operational and gave close
suppert to local authorities and
to the National Rivers Authority
which has responsibility for
land drainage and river
catchments,

Above left: The new 4.5km long
soa outlall pipe at Worthing.

Far laft: Brighton Stormwater
Tunnel- a dropshaft for the
Skm long vastewater lunnel
underneath the foreshore.

Loit: The new inland wastewator
treatment works currently under
construction at Weatherleos will
sarve the Sandwich Bay aroa in

Kent.

Sautharn Water plg
Managg By acior s roaiw

Customer service
The provision of first ¢lass
sarvices to all Southern

Water Services customers

is a priority, The annual
*‘Update” magazine for
customers explaig the

wida rangs of our aclivities,

Qur Special Neads register

i3 well established and
provides extra free services for
the elderly and disablad, these
incluce talking bills, farge print
for tho visually handicapped,

a specly telephone service for
the hearing impaired, priority
senvices for kidney dialysis
palients, mora frequent meter
reading, sending azcounts to
[rends or carers and aclvice
on special water appliances

in tha heme,

The Office of Water Services
(OFWAT) which monitors the
standards of senvice of al
waler companiss in England
and Wales, fisted inifs 1993
report four areas where direct
comparisons between com-
panies are possible: mains
water pressure, supply
interruptions and speed of
response to biling enguiras
and written complaints.
OFWAT said Southern Water
Services 'performed partic-
ularly well'; the Company's
overall performance in these
areas was the best among
the 1en water and sewerage
undertakers,

13
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Engineering
Services

McDowells Limited

Coastal Wastewater
Consultants Limited

Pipeworks Limited

Southarn Waterpla
Maraging Brectarg revizw

The engineering sector provides a comprehensiva service in enginesring

design, praject management, consultancy, pipelaying and maintenance both

for the Southern Water Group and for a growing number of extermal clients in

the UK and overseas.

The enginearing design bus-
inesses of McDowells and
the former Southern Projects
have been merged under the
McDowells name and the
Company is now based at

a single location in Crawlay,
West Sussex. This provides
a centre of excellence for en-
gineering design and project
management services In civil,
structural, mechanical, elec-
trical, infrasiructure design,
gaotachnical and highway
enginaering. Supported by the
marine wastewsler treatment
expertise of Coastal Waste-
water Consultants Limited,
as many as 500 projects are
managad at any one time.

McDowells designed many
multi-million pound projects

during the year, Including
coastal wastawaler schemes
al Eastbourns and Worthing
in Sussex, and Sandwlch Bay
and Hame Bay in Kent.

Tha past year also saw the
creation of Pipaworks to offer
the Group's existing pipelaying

and pipa maintenance expertise
1o the wider market, particularly

the gas and elect.zity indus-
trigs, The integration within
Pigeworks of the commercial
plumbing operations of
Southern Watercare and the
heating, ventilation and main-
tenance services of MW
Longley has created one of the
largest pipeling contracting and
associated services companies
in Southern England.
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Above: Sewer replacemant
works belng undertaken by
Pipeworks Limited.

Far loft: The construction of the
pumping statlon for the 20km
lonyg pipeling, transferring raw
water from the Fiver Medway

to storage at the Bew! Reservolr
In Kent,

Loft: The Wastewater Troalment
Schemo at Eastbourns Includas
an underground headworks,
odour cuulrol plant and a 3.2km
long sea outfall..




Environmental
Bervices
Southern Science Limited
GMSS Limitea

Aquaclear Limited

ERG Environmental
Resource Group plc

Eco-clear Limited

Greenhill Enterprises
Limited

E S Taylor Group of
Companies

Clinica! Waste Limited



The past year has sesn substantial progress in the Gigup’s Environmentat

Services sector, reflecting both organic grawth and business development

through niche acquisitions, Southern Water's environniental services range

from initial analysis to fully engineered sofutions.

{n 1993, the Group acquired a
75% sivvreholding In Greater
Manchester Scientific Services
(GMSS Limited), a laboratory
employing 40 paople which
provides the public analyst
senrvice for the Assoclation of
Greater Manchester Author-
ities. Togsther with Southern
Sclence, the expanded bus-
Iness offers advanced chemical
and microblological analysis of
a range of substances from
water and foods to soils and
gases.

Southern Science's client list
has continued o develop well,
In particutar, remediation of
contaminated land is now an
important environrmental and
economic issue. Southern
Science has responded to this
with "Geoprobe” and “Geolab”,
their mobile sampling and
laboratory facility. Providing
immediate on-site results and
supported by further sophis-
licated laboratories and
axperienced staff, clients are
offered a first class and com-
prehensive consultancy service.

The year also saw significant
advancement In the Group's
integrated waste management
capability with the acquisition
of ERG Environmantal
Resource Group plc. This

brings to Southern Water a
well respected company with
@ proven frack record in the
provision of deslgn services
and the building of turnkey
process plants for treating and
recovering inorganic effiuents
and the supply of air puri-
fication systerns, Significant
contracts during the year
included a water lreatment
plant for the Ford Motor
Company's Portuguese facility
and process plant, air polfu-
tion equipment ad industrial
effluent treatment systems for
the aircraft manufacturers,
Short Brothers of Belfast.

The Group's businesses in tha
collection, treatment and dis-
posal of wastes continue to
expand. Mireral exiraction and
proceszing, recycling and dry
wasle disposal are underiaken
at our landfil sites by the E S
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Tayly Group and Greanhil
Enterprises, Additional landfill
capacily was acquired during
the year in Sussex and
Hampshira. In fiquld waste
treatment, Eco-clear conlinues
to develop its waste
treatment, drain cleaning and
closed circull TV sewer
inspection services and to
expand its fleet of specialist
waste collection and sewer
cleansing vehicles.

Clinical Waste Limited, the
Group's joint venture with
Mediwaste (NZ) Limnited,
collects and incinerates clinical
waste to the highest environ-
mental standards, meating the
stringent demands of the EU
Hazardous Waste Directive.
The company's first contract
at King's College Hospital,
Londen, provides ward-side
collection and on site incin-

Group ple.

London.

‘Southern Waterpio
Managn Direclon's romow

eration capacity of 18 tonnes
of clinical waste per day. A
similar facilily at Eastboume
General Hospital and serving
other hospitals in the area will
comimence construction in
the near future and there are
pians for other plants through-
out the UK,

Above: Samples belng propared
for analysis at ono of Southem
Sclenca's laboratories.

Far Left: The {ully automatic
plant for Short's of Belfast
designed and installed by
ERG Environmental Resources

Laft: Clinical waste baing
dalivared to the new inginerator
at King's College Hospltal,
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Southern Water pic
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Systems
Technology

(T Southern Limited
Paperstream Limiied

Tynemarch Systems
Engineering Limited

Seciron Systems
Limited

s Y
et
I3t

¥y

18

. 4 p -
N el 0k i )
1 ] Y .
oA 1.‘ ¢

$i P id oy

-
)



Over many years, Scuthern Water has built up valuable expertise in the

development, implementation and integration of advanced computer based

communication, security and process control systems. This sector of the

Group is well equipped to provide innovative solutions to business problems

based on the very latest developments in information technology and

communications.

(T Southern provides a compre-
hensive range of IT services
including software development,
office automation, rmanagement
of computer facliities, iT related
consultancy and tralning. The
Company markets a ranga of
niche software products and
servicas, for which thereis a
strong demand.

Paperstrecm provides mailing,
remittance processing, bllling
and printing services for a wide
range of organisations including
local authorities, publishing
companies and financial ser-
vices companies. A key service
is Cablecoliect, the UK's leading
cable TV and telephony billing
systemn, which processes
subscrivers’ bills for some fifty

per cent of the UK Cable TV
Industry.

Paperstream's sarvices have
been further enhanced by

its recent ralocation {o new
premises on the South Coast
where all services are provided
under one roof using state of
the art technology.

Tynemarch Syslems Engm-
eening Limited specialises in
engineering softwara services
wilh emphasis on mathernatical
modeliing, process control and
optimisation aimed at mini-
mising operating costs and
ensuring the maximum bene-
fits from capital investment.

Tynemarch's market position
Is maintained by continuing

Southern Watef plg
Managng Director’s rawvow

research and producing
innovalive and practical
solutions to client problems.

Sectron Systems Umited has
made Important advances
during the year, marketing

its high-technology security
services and survellance
systems to both public and
private sector clients. The
services are based on sophis-
ticated monitoring and com-
munications ranging from
closed clreult TV suvelifance
of offices and Industrial sites
to control of entry and passive
alarm and fire protection
systems, Sectron s now
serving a number of “high street
names" on a nationwide basls,

e e
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Above: An engineer with Sectron
Systems Ltd. carries out routine
maintenance on one of many
survelllance cameras In
Plymouth City centre.

Far Left: State of the art
equipment al Paperstream's
naw premises, brings speed
and efficiency to bulk malling.

Left: An operator accessing a
digital mapping programme of
sawer and watar main records
al IT Southern Lid.
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Specialist
services
and
products

Toprnark Venhicie
Contracts Limited

Hazeley Down Mineral
Water Company Limited

Pipestack Plus Limited

Monk Rawling Limited

Southern Water has developed many skills and resouices which are now

being exploited externally in niche markets, These skills extend well beyond

engineering, environmental and technology applications.

Topmark Vehicle Contracts
gpaciises In contract hire of
heavy commercial vehicles and
fias a rapidly growing external
client list, particularly among
gustomers requiring specialist
squipment such as public
service vehictas and refri-
gerated units, The company

is preparing to move to new
larger premises in the West
Midlands which are strategically
located and provida a single
gite for the company's
activilies. Topmark Is fast
daveloping as a major force
providing high specification
commercial vehicles to industry
and commaerce throughout he
UK on a contract hire basis.

Hazeley Down Mineral Water

Company has introduced a
new brand of high qualily min-
oral water called ‘484", This
camplaments the Company’s
sxisting brand, Hazeley Down,
which has a sirong reputation
in tha holel and catering trade.
Tha naw brand takes ils name
from the depth In feat of the
source from which it is bottled.
Packaged in a distinctive
hottle, '484' 1s aimedt at the
yaung, heaithy fifestyle markat
and i3 on sale at A growing
number of national retail outlets.

Acting as the Group's purchas-
ing arm, Pipestock Plus
supplies Group companies with
a wide range of approved and
tasted materlals. This servica is
now available externsdfy and

ine Company supplies 8 wiig
range of matarials and egjulp-
ment Yo customers throughout
tha UK.

Monk Rawling & a firm of
chariered survayors, providing
a complete ranpe of agency,
valuation and estate manage-
ment services for urban and
rural properties, Mew offices
were opened at Brighton and
Grawlay in Sussex durng the
yaar, adding to other offices
siralegically placed in he
South-East, Monk Rawling is
now & strong regional player
and has achieved steady
growth in business volumes,
in a relatively subdued com-
mercial markst sector.
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Research
and
DRevelopment
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The operational

parformance of

water supply and

wastewnter treatment

plants being closely

monitered using

Southarn Watar's

slato of tho art
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Southern Water is continually searching for more innovative and cost effective

methods of carrying out its operations. Over the past year, some £4.3m has

been invested in Research and Development. Research is carried out internally

using expertise avallable within Group companies, and externally in lisison with

universities and specialist research bodies,

Tha removal of pesticides
from drinking water Is an area
where significant research

has begn undertaken to find

a technically sound and cost
alfeclive method of mesting
the exceedingly demanding
new treatment standards,
This research is wall advanced
and considerable Investmeni
in new treatment plants will be
made over the next two years,
Exparimental plants have also

o
L L
Wrw s oy

toen constructed to inves-
tigate the potential for reducing
the leaching of lead from cus-
tomers' plpes,where they have
old plumbiny systems and to
rernova polycyclic aromatic
hydrocarbons (PAH's), a feature
of some types of older water
distribution mains,

With the tuture investment
programme dominated by
projects to mest the EU

Urban Wastewater Treatrment
Directive, rasearch is boing
targoted at 'compact’ treat-
ment processes {or use at
coastal town sites where
spaceis at a premivm, Cost
slfective melhods are also
being develoned for dealing
with the much larger volumes
of sludge which wilt be
procluced in the future.

During the year, commis-
sloning of the Southern Water
Services’ telemetry system
commenced. Dasigned to
replace existing fragmented
and ageing equiprnent the new
system will, for the first ime,
connect 1,600 operational
plants to four highly sophist-
cated control systems,
Efficlencies have already
started to flow from this
enhanced monitonng of our
treatment procesaes,

Having successiully devei-
opad a prototype mobils
pipeline mapping systam,
the Company is now In the
process of instaliing a compact
disc based syslem into
operalors' vehicles o take
digital mapping to the place
where It is neaded - the field
operator, This will g-eally
reduca the burden caused
by paper maps which are
expensive and onerous to
malntaln and cumbersome
1o use in poor weathar,
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PRI et ; Far Left; Water distnbution pipes
U ; FIXAR A being delivered to one of Pipa-
; stock Plus depots.

Left: Hazeloy Down's latest
product “464" Is aimed at the
young healthy fifostyle market.

Bolow: Ono of many spacialist
vehiclos, supplied by Topmark
Vehicle Contracts Lid.
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The
Community

Soauthern Water plo

Southern Water contributes to community life through its creation of
employment opportunities both inside and outside the Group and through

sponsorship of charitable and educational activities.

e u.hqﬂ.p

throughout the region providing
teaching eguipment and trafn-
ing for instructors. Soma
42,000 young children have
learnt to swim using the
scheme and this should rise

1o 75,000 by the end of 1995,

Employees are encouraged

to represent Southern Water

in the community and many
presentations were made
during the year to schools,
industry and other customer
groups to broaden the aware-
ness of our ole in the community,
Southern Water is a major
employer in the South East,
with a work force of 3,500
people and is also a massive
investor in the region. Hun-
dreds of milions of pounds will

An on-going programme of
Open Days continues to be

a maljor attraction with some
10,500 customers and share-
holders visiting our supply and
treatment plants during the year.

Southern Waler's sponsorship
of the “Learn to Swim”" scheme
in assoclation with the Amateur
Swimming Association (ASA)
now operates at 53 centres

Above: Just o fow of the
smiling faces benefitling from
Southern Water's biggast
community project “Learn to
Swim”,

be spent batween now and
the end of the century cn

key projects which will further
improve the quality of the
environment and the local
economy.

The Group and its employees
continise to support many
community-orientated causes,
These include local hospitals,
children’s charitias, Citizens
Advice Bureaux and the Royal
Lifa Saving Society.

Right: Computer equipment
belng donated to the St Johns
Ambutance Brigade: an example
of Southern Water's practica!
support for local charltablo
organisations.
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Sauthern Water pie

The enwvironment is at the heart of our business, From investment of £450m

in Operation Seaclean, to organising voluntary groups 1o clean up local ponds,
Southern Water treats its environmental obligations very seriously,

The
Environment

The Group's envimnmental
policy is an unambiguous
statement of the way all our
cormpantes will act to protect
and, where possible, entance
the environment. Our key
principles are to:

» minimise environmental
fmpact and the use of raw
materials and enargy;

* comply with statutory
Standards;

* provide environmental
information in respect of
Group activities:

« saleguard the health and
salaty of Group employees
and enhange their environ-
mental awarengss:

* protect the aquatic environ-
ment and conserve nature;

¢ underteke environmental
impact assessments and
audits of compliance.

Southern Water communicates

widely its policies and actions
on environrnenta) Issues,
Conservation Matlers, the
much acclalmad environmen-
tal newspaper, this year won
a prestigious award from the
British Association of Industral
Editors and Scuthern Water
Services continues to publish
& highly Informative annual
environmenital activity report.
Both publicallons recsjve a
very wide clrculation including
staff, shareholders, anviron-
mental groups, fibraries, other
community organisations and
govarnmeant bodies.

The Graup owns some 10,000

acres of land in the South of
England Including areas within

Conservancy Council, local
naturalists groups and other

speclalist environmental groups

helps to ensurs that our sites
are managed sensitivaly and
thaf existing and potential
natural habitats are protecled
and developed both In can-
junction with our investment

programme and as stand-alona

environmental initiativas.

The Group remains committed
to recycling wasle products
where possible and work
continued during the year
aimed et establishing environ-
mentally desirable methods of
disposing of growing volumes
of sludge produced by more
efficient wastewater treatinant
processes, Addilionally, re-
cycling centres have been
established In Sussax where

solid waste is sorted and
processed rasulting in the
reyeling of suma B0% of
incoming material,

‘Pond Waek’ now extands
throughout the region and
has become & major feature
of Southern Water's environ-
mental commitment, In
September 1993 more than
1,000 volunteers respordad
to the joint Scuthern Water
Services and British Trust

for Conservation Volunteers
(BTCV} scheme to make Pond
Week "93 the most successful
environmental infliativa of its
kind in the South of England.
This gives a wide cross-
section of the community an
opportunity 1o translate their
environmental concern into
practical action,
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One of tiie many poncls throughout
the Southern Water reglon being
given a cloan up by velunteors,

as part of Pond Woek ‘04,

the boundaries of sites of
spectal sclentific intarest {558l
Close lialson with the Naturs
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Report of the Directors

The Direclors have pleasure in presenting their report
together with the audited financial slatements {or the year
ended 31 March 1994,

Busginess overview

A review of the principal businesses ol the Grouup and ol
their development in 1994 is contained in the Chairman's
statement and the Managing Director's review on pages 2
to 22, A financial review of the year appears below and the
financial statemenis are set out on pages 28 to 45,

Filnancial review

Turnover Group lurnover in 1994 increased by 8,9% to
£347.7m, External sales in the regulated business of
Southern Waler Services were 5.9% higher at £318.5m,
principally due to the average increase in waler charges of
£.9%. Growth in turnover from new conneclions was offsel
by a 3% decline in measured sales volumes causeu mainly
by lower water use among industnial and commerciai
customers. Total sales in the non-regulated businesses
amounted 1o £88.1m, 13.8% above the previous year.
Excluding intra Group sales, lhe external lurnover of these
businesses was £28.2m, an increase of 38.9%, reflecling
mainly organic growth and also new acquistions.

Profit Group trading profil was £133.6m, an increase of
£14.2m (11.2%0) on 1993, Trading profit in the regulaled
business was 11.3% higher at £123.5m. The continuing
focus on cost efficiencies produced operaling cost savings
of over £3m in the year, These savings partially cflset
unavoidable additions to the cost base resulting from the
company's compliance driven capilal expenditure
programme and other new obligations. Trading proiit in the
non-regulated businesses was £1.7m {20.2%) higher at
£10.1m. This represents 7.6% of total trading profit and
reflects the conlinuing success of the Group stralegy of
steady, evolving development.

Net interest payable increased to £6.1rn, as the decline
in short term inlerest rates, which began after Sterling left
the Exchange Rale Mechanism of the Eurapean Monelary
Bystem, resulted in lower relurns on the Group's cash
haldings. Profit an ordinary activiies belore laxahion was
£127.5m, an increase of £8.3m (7.0%).

The Group has available In its regulated business
substantial capital allowances brought forward from earlier
years. The charge for laxation of £10.2m, therefore
represents advance corporalion iax payable on dividends
declared, togelher with & mainstream liabtlily relating o non-
regulated prolits. Profit aftributable (o ordinary shareholders
amounted to £117,5m (1993 £109.4m}.

Earnings and dividends Earnings per share increased by
6.0% 1o 70.3p. An interim dividend of £12.9m (7.7p per

Bauthern Water.plg

ordinary share) wilh a scnp allernative was pad an £ Apnil
1994 and, subject 1o approval at the Annual General
Meeling, a fingl dwidend of £25.9m (15.4p per ordinary
share) is proj.osed to be paid on 3 Qc'eher 1994 {o
shareholdars on (he register on 5 July 1994, A scrip
allernalive is being offered for the linaf dvidend, The
retained profit for the year, after deduclion of dividends,
amounted to £78.7m and has been transferred lo reserves.

Capilal and reserves increased by £83.5m in the year
1o £965.0m. The increase reflecled retaned profit of
£78.7m, net additions of £9.2m lor shares iesued n rospect
of scrip dividends, acquisitions and other allolments, less
£4.4m of goodwill charged {0 resarves.

Cash flow The Group cash llow stalement appears on

" page 32, Nel cash inflow from operating aclivibes increased

by £34.2m to £178.2m due to Ihe Group's increased
generation of profit and ongoing firm conlrol of working
capital,

Returns on investment and servicing of finance v.are a
net outflow of £33.3m, a rise of £5.9m compared with 1993.
The increase reflected reduced income from the Group's
cash and currenl agset invesimenls, due 1o lower inlerest
rales, and algo higher dvidend payments 1o shareholders.
Tax paid, representing ACT on dividends paid dechned by
£0.7m lo £9.2m.

The nel cash oulfiow from investing aclivities was
£220.1m (1993 £84.9m) including £78.4m lor the purchase
of current assel investmenls and deposils with a malurity
date exceeding three monlhs, Expendilure on new lixed
assels amounted to £154.8m (1993 £109.9m), 85% ol which
was incurred by the regulated business lo provide new
major marine and inland wastewater treatment works and
on 1mprovements to water supply services and sewerage
systems, Cash expenditure on acquisilions in 1994 was
£2.3m.

New financing in 1993 involved a further loan of £5m
{rom the Eurgpean Investmen: Bank 1o fund environmenlat
irsprovemenls, bringing lolal long term borrowings to
£155.1m, all al lixed intere 1 rales.

After aliowing for the purchase of curren! asse!
invesimenls and deposits referred 1o above, cash and cash
equivalenls decreased in the year by £79.5m. Howaver, the
Group's lotal liguidity, comprising currenl assel investments,
cash and deposils increased by £1.2m to £174.3m. Alter
deducting all borrowings, including shorl lerm borrowings
of £9.2m, the Group ended the year with net cash of £10.0m
{1993 £{5.5m).

The Group's reasury activities are cantrally controlled
in accordancr: with policies laid down by the Board, Shorl
lerm cash surpluses are invested according to strictly
delined criteria lo limil risk, and perlormance is reporied
monihly to the Bozrd,
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Southern Water plc

Report of the Directors continuad

Share capital
The otdinary share capilal of the Company increased by
£2.9m in the year: details of the movements are given in
note 18 1o the financial slatements. The issued share capital
at 31 March 1994 was 167,793,460 Ordinary Sharaes of £1each,
As far as the Directors are aware, ne person had a
beneficial interest in 3% or more of the 1ssuad ordinary
sharg capital at 16 June 1994 except lor the following:
Prudential Portfolio Managers Ltd 6.83%,

Fixed assets
Delails of changes in lixed assets during the year are
summarised in nutes 8 and 9,

Invastments

During the year Ihe Company acquired lhe enlire share
capital of E S Taylor (Woerthing) Holdings Limited and ERG
Environmental Resource Group ple, and also 75% of the
share capital of GMSS Limited, for a lolal consideration in
shares and cash of £6.0m,

Research and development

Expendilure on research and development in 1994
amounted to £4.3m (1993 - £6.0m). Furlher information on
research and development activities is given in the
Managing Qirector's review.

Employment policies

The Group is an equal opportunilies employer and has a
policy of non discrimination in all forms of employment,
Selection and promolion are based solely on merit and
ability and no job applicant or employee receives less
{avourable treatment. Disabled persons are considered for
all types of work and modificalions 1o jobs and equipment
are made to enable them to be employed, Employees who
become disabled are offered aliernalive work within the
Group wherever possible,

With the fulure prosperity of the Group depending on
the skills of its employees, we are commilted to ensuring
that the training required to tullil career potential is provided,
Training programmes are designed to meet specilic needs,
and include a range of in-house courses, beginning wilh an
induction programme which iniroduces new employees lo
the fundamentals of cuslomer service, leamwork and quality
standards.

The Group places strong emphasis on ellective
employee communicalions and operales a number of
formal and informal mechanisms, ranging Irom employee
briefings to publications including the Group magazine,
'Southern Waler News! All employees are made aware of
the objectives of the business and the conlribution Ihey
themselves can make. Increasingly, pay is related to

28

individual performance and employees are encouraged lo
participate in the Employee Sharesave Schem, now n ils
filih year.

The heallh and salety of employees is of paramount
concern and every affor} 1s made to ensure sale working
conditions and appropriate salely traiming. Additionally, alt
employees have the opnorlunily ¢ underiake health and
lifestyle checks at the Croup's expense,

Corporate governance

The Company lully complies with applicable provisions of
the Cadbury Commiltee's Code ol Bes! Practice on (he
Financi=: Aspects of Corporate Goverience, The Company
<ipects 1o be able (0 comply with reasonahle guidefines
tglaling to internal conlrol and the Company as a going
concern, when lhese aspecls of the Code are finalisad.

The auditors have reviewed lhe Company's approach
lo corporale governance in accordance with the Stock
Exchange requirements and Lhe Auditing Practices Board
guidance. They have confirmed Ihat the above statement
appropriately rellacls the Company's compliz *ce with
lhose paragraphs of lhe Code specilied by the Stock
Exchange for their review.

The means by which corporate governance is effected
in the Group is as follows:

The Board of Directors meets regularly throughout the
year Znd is responsible for policy and siralegy as well as
having a schexdule of matters which are specilically
reserved for ils decision, The Board has also established
slanding committees each of which operales wilhin delined
lerms of relerence. Day to day management of the Group is
delegated {0 an Executive Commiltee comprising ali of the
Executive Directors, Nominalions for new Directors are
considered by a Nomination Commiltee, consisting of the
whole Board, which meels as required.

There is an Audit Committee composed entirely of
Non-Execulive Directors which normally meets lhree limes
a year to monitor the adequacy ol the Group's internal
controls and o review lhe internal audit activities, ! also
reviews the half year and annual linancial sialements belore
submission 10 lhe Board. The external audilors and the
Finance Director arg inviled 1o attend all Audit Committee
maetings although an opportunity is provided for Non-
Executive Directors and the auditorz 1o meet in private,

There ara also two Remuneration Commilices.

One meets al least once a year lo review lhe terms and
conditions of employment of the Executive Directors and
consisis entirely of Non-Exesutive Direclors. The second
commitiee, consisting of the “halrman and three Executiva
Directors, meets annually o review tha terms and
conditions of Non-Execulive Directors. No Direclor plays a
part in ar. r discussion aboul his own remuneration.




Directaors

The Directors of the Compady at the date of this eport are
shown on page 6 DM Waesiheat was appointed 1o the
Board on 1July 1993 and Mr B A Thorpe CBE retred as @
Diractor an 18 August 1992, The Draclurs cetirfing by
rotation al the Annual General Meeting 0 accordance with
Articte 106 are Mr N Midmer and Mr V € Thomas who
being eligitle. oifer themselves for re elaction. As Non-
Executive Direclors thay have n¢ sarvice agreemaemns.

Mr AW Fry has acceptad appointment 1o the Board wilh
effect from 1 July 1994 under Articte gg, He will resign and
ofier hirnself for glection at the Annuizl General Mesling as &
Non-Execulive Director. Me Fry has no service agreement.

pirectors’ share interaests

The interests of ine Direciors shown in he register
maintained under the provisions of the Companitss ACt1985
as at 31 March 1994 are set aut helow tagether wilh their
interests as at the date of this report.

Exqoutive Sharasave

Qrdiary Snares Qptian gehamnd
Schame
16 J4ne a1 tarch 21 March a1 Mty

w04 Wed 1983 1994 wdd 19902 1902
et

____-—-,.......—-____———____,_,,..,......————" s e

WW
Courtney 50,617 50088 48742 106,000 106000 9160 9,160
,_..-—-,___—-__,_..._————-—.,—-n,__—-——____—-—*,_____—-—

MR
\Websle! 51075 5195 40440 72000 57000 770 7780

——

e ———
& King 260 257 250 65000 o000 asve 18:2
K Tozal 7838 763 19,408 52,000 27000 7248 17.244
...___,_,.____———~_,..._._.____., vy

A

Carie 588 982 557 - - - -
FNM

segmis 43,708 02,700 345,191 47000 47000 - .0
e A e "
vE

Thumas 250 250 250 - . - -
JM

wasinend 568 562 - “ - -

QOptions to purchase {ully paid ardinary shares were
granted under the Southera Watar Sharesave and
Executive Share Option Schemes al a price each year
indicated in note 18, During the year Mr W J W Courtngy
{40,000 shares) and Mr M R Websler {20,000 ghares)
exercised rrecutive Share oplions granted in January 1991
No opticns were granted of exercisad helween a1 March
1694 and 16 June 1994. None of he Directors holds shares
weneficially in any substdiary cormpary

Southam Waiar.me

pireciors’ interests in contracls

The Board is L' aware ol any contract of sigiilicanca
(other than gosvice contracts) i relausn 10 tha Company 7
iis subsidanes 10 which any Diretie? nas of hias had a
rnatiznal interest. Servicecontracts are held by MrwJ W
Coustney, Mr MR Webstar, Me R King and Mr K Tozzt

Directors’ and officers’ fiability insurance
The Company mainta‘ns habiity jnsurance covering ihe
Direclors and ollicers of the Company and 1S gubsidiaries.

Donations

Charitable donations during the year amounied 10 £27,000.
No goltical donalions were made by Ine Company o1 its
subsidiaries.

Clinse cormpany status
“The close company provigions of the Income and
Gorparation Taxes Al 1988 do notl apply to the Company.

Auditors

A resolution to ra-appoint Coopers 3 Lyprand as audhors
and to autho rise lhe Director” to fix their remunaralion will
be proposed al the Annuat General Meeling.

Annual General mMeeting

The natice of the rreeting is conlaingd on pages 47-48 of
{his report. The Agenda Includes, as an item of special
business, the renewal of certain authoribies 10 aliol shares.

W—H—-‘

By Ordert ol ire Board
Graham Nicholson Company Secretaty
16 June 1994

Southern Wataf plc
Registercd ofhoe: Southerm House, Yeoman Road, Worthing,
West Suscax BN13 3N Regisiered in England No. 2366620
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Financial statements

DIRECTORS'
RESPONSIBILITIES
Far the praparation
of tho financlal
statements

The Directors are required by the Compares Acl 1985 lo prepare inancial statements which
give a true and fair view of the state of afiairs of the Company and the Group at the end of the
linancial year and of the proft and cash flows of the Group for the year. The Dractors confum
Ihat suitable accounting policies, consisiently applied and supported by reasonabli and
prudent judgemenis and esimates, have been used in the preparaion of the firancial
statements, Applicable accounting standards have been followed and the financial stalements
have been prepared on a going concern basis,

The Direclors arz also required o maintain adequate accounting racords, and are responsible
{or laking reasonable sieps to saleguard the Group's assets and prevent or delecl fraud and
other irregularities.

aEpoRT OB THE
AUDITORS

To the members of
Southern Water plc

Wa have audited Lhe financial slatemenis on pages 29 t¢ 45,

Respective responsibilities of ¢vactors and auditors

As described above the Company's Direclors are responsible for the preparation of tinancial
slalernents. It is our responsibilily lo form an independent opinion, based on our audit, un thouse
staternenls and 10 reporl our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Audiling
Praclices Board. An audit includes examinalion, on a lesl basis, ol evidence relevant 10 the
amounts and disclosures n the financial stalements, It also includes an assessment of the
significant estimates and iudgemenls made by the Directors in the preparation of the financial
stalements, and of whether lhe accounling policies are appropriale to the Company's
circumstances, consistently applied and adeguately disclosed.

We planned and performed our audit so as 1o oblain all lhe information and explanalions
which we considered necessary in order to provide us with sulflicient evidence lo aive
reasonable assurance {hal the financial statements are free from malerial misslatemznl,
whether caused by lraud or other irregulartly or error, In forming our epimon we also evalualed
the overall adequacy of the presenlation of information in the linancial stalements.

Opinion
in our opinion the financial statements give a true and far view of the stale of affairs of the
Company and the Group al 31 March 1994 and of ihe profit and cash flows ol the Group for the

yoar lhen ended and have been properly prepared in accordance wilth the Companies
Acl 1985,
¢ y4
Coopers & Lybrand
ifors

Chartered Accountants and Registerad Aud
London
16 June 1994




Accounting policies

Basis of accounting and consolidation

The financial statements have been prepared undar lhe
historical cos! convention, in accordance with applicable UK
accounting standards and, subjec! to the treatment ol
infrastructure granis and contnbutions described balow, in
accordance with the Companies Acl 1985,

The consolidated Group financial stalements include the
accounts of the parent company and all its subsidiary
cndertakings. The accounting year end for all subsidiary
undertakings is 31 March wilh the exceplion of one subsidlary
whose year end is 31 December and whose results and net
assels are not material in the Group contexl.

The resulls of businesses acquired or sold during the year
are included in the Group financial statements from or lo stheir
respeclive dales of acquisition or disposal.

Turnover
Turnover reprasents the invoice value of goods ana services
provided, excluding VAT,

Depreclation
Fixed assels are depreciated on a slraight line basis over lheir
estimated useful lives, which are principally as iollows:

Buildings 10-60 years
Operaiional structures 15-80 years
Fixed plant 10-40 years
Vehicles, compulers and mobile plant 3-1Q years

Freehold land and infrastruclure assets are nol depreciated.
Infrastructure assels, being mains and sewers, impounding and
pumped raw waler storage reservoirs, dams, sludge pipelines
and sea oulfalls are not depreciated because the network of
systams is required to bhe maintained in perpeluity and
therefore has ne linile economic life. Expendilure on
mainiaining the operating capability of the network is charged
as an operaling cost,

Grants and contrlbutions
Grants and contributions received in respect of additions to non-
infraslructure fixed assels are included in credilors and
released to profit over the uselul lives of Ihe relevant assels.
Since frastructure assels are nol depreciated, no basis
exists on which to recognise relevant grants and contribulions
as deferred irgome. Accordingly, inlrastructure grants and
contribulions are deducted lrom the cos! »f indrastruclure assets
in order to show a true and fair view. This 1. 1 accordance with
S$SAP4, The Companies Act 1985 provides .Jr grants and
contributions relating to infrastructura assets to be shown
separalely as deiarred income, The effect of his freatment on
the valuz of taryible fixed assets is disclosed in note 8.

Loased assets
Assels leased to Southern Water Services Limited under
finance leases ara capitalised and depreciated In line with the
Group Jepreciation policy. Assets leased fo all other Group
companies under finance leases are capilalised and
deprecialed over the shorter of their estimated usaful livas or
the lease period,

The interest element of inance lease repaymenis s
charged against profil in propariion to the balance of the capital
repayments oulstanding.

Southern Wator plo

Bental costs under operaling leaser are charged agains]
prolit as incurred,

Fixed assget Investments

The Group's share of the resuiis of associaled undertakings 1s
insluded in the Group prolil and loss account, and the Group
balance sheet includes the investment in associated
underlakings al the Group's share of their net assels.

Qlher invesiments held as fixed assets are slated al the
lower ol cost or market value (or Directers' valualion where no
markel valug is available), Dividends from other invesirents are
accounied for on receipl.

Goodwill

Goodwill, representing the excess of the acguisition cosl of
subsidiary underlakings or investmenls in associated
underlakings over the {air value ol ihe nel assels acquired. is
charged 1o reserves.

Stocks and work in progress

Stocks used inlernally for operalional purposes are glated al
cost less provision for damage and obsolescence. Other slaocks
and wark in progress are valued al the fower of cosl and net
realisable value, Cost inchudes labour, matenals and relevant
over' - ads

Current assat investments

Currenl assel investments relating lo treasury aclivities are
slaled in the balance sheet al market value. Realised and
unrealised gains and losses arising in the year are recognised
in the profit and loss account,

Research and development
Research and development expenditurd is charged against
profit in the year in which it is incurred.

Forelgn currency

Transaclions denomnated in loreign currencies ara ranslated
inlo sterfing al the rale of exchange ruling af \he transaction
date, or al the forward cover rate where lorward cover
arrangements exist. Foreign currency balances are franslated
inlo sterting al the rale ol exchange ruling al lhe balance sheet
date.

Taxation

Advance corporation tax in respect of dividends for the year is
wrilten off in Ihe profil and loss account unless it can be
recovered ageinsl mainstream corporalion lax.

Provision is made for deferred taxation, relaling lo capilal
allowances and olher liming dilferences, on lhe liability methiod,
1o the exlent that il is considered probabla that a lability 1o
taxation will occur In the foreseeable lulure,

Penslons

The Group operates defined benelil penslon schemes, which
cover most employses. The expecled cost of thase schemes is
charged againsi profil ovar the period beneliting Irom
employees' service, Varlalions from the regular cosl are
chrread against profil on a syslemalic basis over the expected
remaining service lives of employees In each scheme.
Contributions lo the schemes are delermined on the basis ol
professional acluarial advice in accordance with stalutory
requirements.

29
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Group profit and loss account

For the year ended 31 March 1994

Nplos

1S9e

1982

£m £m
Turnover ~ continulng operations 1 347.7 319.2
Trading profit — continuing operations 1.2 133.6 119.4
Net interest payable 3 (6.1) 0.2}
Proflt on ordinary activities betore taxation 1275 119.2
Taxation 4 (10.2) 19.8)
Profit on ordinary actlvitles after taxation 1173 1G9.4
Minority interests 0.2 -
Profit attributable to ordinary shareholders 1175 109.4
Dividends 5 {38.8) {35.3}
Retalned profitfar the year 19 78.7 741
Earnings per share 7 70.3p 66.3p

Statement of total recognised gains and losses
Profit attributable to ordinary shareholders Is egqual to the total recognised gains in both financlal years.



Southorp Water plg

Balance sheets
At 31 March 1994

Notea Group Sompnny
1004 1A 134 1063
Lm Lm Em EmMm
Fixed asseoils
Tangible assels 8 10391 9558 09 0.9
Investmenils 9 1.4 1.4 501.3 2985
1070.5 957.2 502.2 299.4
Current assets
Stocks 10 4.4 4.7 - -
Deblors 11 64.3 568.9 72.7 503
Investments 12 94.8 - 94.8 —
Cash and deposils 79.5 173.1 76.9 194.0
243.0 237.7 2444 2443
Creditors due within one year
Short term borrowings 13 (9.2) (7.5) - -
Other creditors 14 (155.8) (131.8) (62.1) (47.2)
(165.0) (139.1) $652.1) (47.2)
Net current assets 78.0 98.6 182.3 1971
Total assets less current llablitles 1148.5 1055.8 684.5 4965
Creditors due after more than one yoar
Long lerm barrowings 15 (155.1) (150.1) {155.0) —
Grants and contributions 16 (21.5) (17.0) - -

(176.6) (167.1} (155.0) -

Provislon tor llabillities and charges 17 (5.8) 6.2 {3.5) (4.5)
Minority Intorests (1.1) (1.0} - -
965.0 881.5 526.0 4920

Capltal and reserves

Called up share capital 18 167.8 165.8 167.8 165.8
Share premium account 19 4.3 2.1 4.3 2.1
Profit and loss account 19 7929 7138 353.9 32441

21 965.0 8815 525.0 492.0

The financial statements on pages 29 10 45 wera approved by the Board
on 16 June 1924 and signed on its behalf by:

W J W Courtnsy ¢Be Chairman

R King Group Finance Director Z




Southern Water plc

Group cash flow statement
For the year ended 31 March 1994

Notes 1Boa 1003
£m Em

Nat cash inflow from operating activities 26 178.2 144.0
Returns on Investment and servicing of finance:
Interest received 13.6 18.1
Interes! paid {16.9) (16.0)
Interest payments under finance leases (0.1) —_
Dividends received 0.3 02
Dividends paid (30.2} (29.7)
Net cash outflow from returns on investment and servicing of finance (33.3) (27.4)
Taxatlon pald (9.2) (8.9)
Investing activities:
Purchage of tangible lixed assets (154.8) (109.9}
Sale of tangible fixed assels 1.4 16
Acquisition of subsidiary undertakings (2.3) -
Grants and capital contributions 14.0 134
Current assel invesimenis and deposits maturing after three months {78.4) 10.0
Net cash oulflow from investing activities (220.1} (84.9)
Net cash {outflow)/inflow before financing (84,4) 21.8
Financing:
Issug of new shares 0.5 2.0
New long terim loans 5.0 20.0
Principal repayments under finance leases {0.6) {0.9)
Net cash inllow from financing 27 4.9 2141
{(Doecrease)/increase in cash and cash equivalents 29 (79.5) 429
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Noles to the financial statements

Southorn Water plo

003

1o

Turnover Profits NetAsceta Turnovar Profis  Not Assata
NOTE 1 Eeny £m Em Lm £rn £m
SEGMENTAL Regulated business 319.5 123.5 917.0 2989 111.0 8422
INFORMATION Non-regulated busingsses 282 10.1 354 203 8.4 220
347.7 133.6 952.4 3192 1184 864,2
Nel intarest payable {6.1) 10.0 (0.2) 1585
127.5 562.4 119.2 879,7
Unallocated assels 2.6 1.8
965.0 8815
All material activities were conducted in the United Kingdom,
Turnover is stated after uliiminaling inter company transactions of £60.4m (1993 £57.4m), of
which £59.9m (1993 £57.1m) relates to sales by non-regulated businesses.
Group
oea 1993
NOTE 2 £m £m
ANALYSIS OF Jurnover 347.7 3182
TRADING PHOFIT Cost of sales (174.2) (163.6)
Gross profit 173.5 1556
Administration expenses (41.7) (38.0)
Ciher operating incoms 1.8 18
Trading profit 133.6 1194
Trading profit is stated after charging/(crediting}:
Depreciation on:
Own fixed assels 374 325
Fixed assels held under finance leases 0.6 D4
38.0 329
Infrastructure renewals expenditure 16.9 166
Rentals under operating leases 0.3 02
Research and development 43 6.0
Granls and contributions (0.7) {0.5)

Audit fees charged in the Group financial stalements for the year ended 31 March 1984 were
£0.2m (1993 £0.2m), of which £40,000 (1993 £.37,000) related to the Company. Fees payabla
to the auditors for services other than statulory audit were £0.1m (1993 £0.1m)

23
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Boutharn Water Lic

Notesa to the tinanolal statements continued

Group
1mMo4e 1903
NOTEJ cm £m
INTEMEST Interest payabie on bank loans, overdratls
and other loans:
Repayable within five years by instalments {3.3) dy]
Repayable wholly within five years not by instalments {1.0) (1.2}
Repayable after five years by instalments {12.8) (13,6)
Finance iaase obligations (¢.1) -
Cther {0.7) -
(17.9) (16.8)
Interest recaivable 11.8 186
(6.1} (0.2)
Group
1294 1203
NOTE S £m £m
TAXATION United Kingdom taxation:
Corporation tax at 33% (1993 33%) 6.1 -
Advance corporation lax utilised relating to prior years (4.2) -
Advance corporation tax on dividends for the year 8.3 9.8
10.2 9.8

The corporation tax charge for the year of £6.1m has been reduced by £37.2m (1993 £40.3m)
in respect of the excess of lax allowances over deprecialion and other timing differences.

Group
80a 093
NOTE S £m £Em
DIVIBENDS interim dividend of 7.7p (1993 7.1p} per ordinary share
paid 6 April 1994 12,9 1.7
Proposed final dividend of 15.4p (1993 14,2p)
per ordinary share 25.9 : 236
3s.s 353

fr——— .

A scrip alternative was offered for the interim dividend and will be offered for the final dividend.,

Group
1e04 1992
NOTE S Em £m
DIRECTORS AND Employoe consta
EMPLOYEES {including Directors’ emolumonta}
Wages and salaries 66.4 623
Social security costs 5.5 48
Pension conltributions 6.6 6.2
78.5 73.3

|
|
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Southarmn Watar pio

Group
1804 1093
NOTE 8 ¢continuad Number Number
DIRECTORS AND Average number of peraons omployed
EMPLOYEES Regulated business 2,388 2,373
Non-regulated activities 1,088 1,012
3,478 3,385
1904 1003
cQ00 £000
Diraectors' amoluments
Fees 68 70
Salary (inciuding benefits in kind} 514 281
Perforrmance bonus 70 63
Pension contributions 146 84
798 598

Two Execulive Directors who served throughout the year had been appointed for the last three
monthe of the previous year. One Non-Executive Direclor served for seven months in the
current year, having formerly been an Exgcutive Director for the first five months of the year and
the whole of the previous year,

An unfunded pension provision of £28,000 (1993 £5,000) has also been charged against
profit in respect of one Director. In addilion a payment of £240,000 was made during the year
to the Southern Water Executive Pension Scherne in respect of a funding deficit from prior
years relating to Directors,

The emoluments of the Chairman, who was also the higiest paid Direclor, were £215,000
(1993 £200,000) inclusive of performance bonuses of £22,000 {1993 £28,000) and pension
coniributions £46,000 (1993 £30,000).

Perfarmance bonuses for Executive Direclors are determined by the Remuneration
Committee, which comprises exclusively Non-Executive Directors, and are based, inter alia, on
the increase in the Company's earrings per share.

Fifty per cent of Directors’ emeluments are charged to the Group's non-regulated
businesses.

The emoluments {excluding pension contribulions) of all Direclors who served during the
year were within the following bands:

w94 1993 19904 1003
e Numter Numbear £ Numbasr Numbor
16001 - 15000 2 1 105001 - 110000 - 1
15001 - 20000 2 2 110001 - 115000 - 1
20001 - 25000 - 2 115001 - 120000 1 -
25001 - 30000 - 1 145001 - 150000 1 -
60001 - 65000 1 — | 165001 - 170000 1 1
95001 -~ 100020 1 -




Southam Waterplc

Notes to the financlal statements conthusd

NOTE 7
EARNINGS PEIR Earnings per share were 70.3p {1993 66.3n), based on profit aftributable to ordinary
SHARE shareholders of £117.5m {1993 £108.4m) and tha walghted averaga number of shares in issue
during the ysar of 167.1m (1993 164.9m).
Earnings per share on ihe nil basis were 75,3p (1993 72,3p) and are calculated on profil
altributable 1o ordinary shareholders, adjusted by advance corpnration tax wrillen ofi,
There would be no significant dilufion of earnings if the outstanding share options were
exercisad,
Qroup Tompany
Fraohgid Flant and lrvfra- Other Total Other
fandand wmachinory  atructure
bulldings asscts
NOTE S8 BEm £m em £©m Em £m
TANGIBLE Cost
FIXED ASSETS Balance at 1 April 1993 389.8 259.2 392.3 1144 11857 1.6
Acquisition of subsidiaries 1.3 0.8 - 0.7 28 -
Additions 411 338 64.6 18.6 1681 05
Grants and
contributions - - (8.8) - {8.8) -
Disposals - (3.5) - — {3.5) (0.1)
Balance at 31 March 1994 432.2 290.3 44841 133.7 13043 2.0
Depractation
Balance at 1 April 1993 675 84.4 - 480 199.9 o7
Charge for year 10.4 185 - 9.1 380 g4
Disposals - 2.7) - - {2.7) -
Balance at 31 March 1894 779 100.2 - 51 2352 1.1
MNet book value
31 March 1984 354.3 199.1 448.1 768 1089.1 0.9
Neot bnok valuo
31 March 1995 322.3 174.8 392.3 66.4 955.8 0.9

Tangible fixed assels at 31 March 1994 Included £143.8m (1993 £84.1m) of assets In the course
of construclion which are not depreciated unti! commissioning.

The net book valug ol tangible fixed assets held under finance leases at 31 March 1994 was
£8.3m (1933 £8.5m).

The net book value of infrastructure asscls Is sialed after deducling grants and coniributions
since privatisation of £57.7m (1993 £48.9m).

ae
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Southern Wator plo

NOTE @ em Em
FIXED ASSET (8) Group
INVESTMENTS Cost at 31 March 2.3 23
Less nrmounts provided {c.9) (0.9
Balance at 31 March 14 1.4
{») Company Sharos In Loans to Othar Totad
subaldiary subaldiary Investments
undertakings undertakings
cCm oo £m cm
Balance at 1 April 1993 50.6 2485 1.4 298.5
Additions 13.3 189.5 - 202.8
Balance at 31 March 1994 63.9 436.0 1.4 501.3
The principal subsidiary undertakings of the Company and fixed assel Investments of the
Group are listed on page 45.
——eGroup —
1004 10972
MNOTE 10 &m £m
STOCKS Materials and consumables 3.4 36
Work in progress 1.0 1.1
4.4 4.7
~—Group—  —Company =
18903 1993 1994 1093
NQTE 11 v oem Em £m £m
DEBTORS Trade debtors 546 53.0 — -
Amounts owed by subsidiary undertakings 7.0 487
Other deblors 6.4 57 1.4 34
Prepaymenls 3.3 12 1.3 0.2
643 599 727 503
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Nates to the financial statements continued

~—Jreip=—— = Compuny =
1904 W3 1ena 1083
NOTE 12 em £m &m tm
CURRENT ABSET Listed on recognised investment exchanges 41.5 - 415 -
INVESTMENTS Other invesimants 53.3 -~ 533 -

94.8 — 948 -

Invesiments include Government bonds, floating rate notes and commercial paper and are@
stated at market value,

w— Group =
1204 19C32
NOTE 13 cm em
SHORT TERM Bark loans and overdrafts 90. 67
BOARAOWINGS Obligations under finance leases 0.2 08
9.2 75
——Grgun—= ~=Company—
1004 1903 1904 1993
NOTE 14 em £m £m £Em
OTHER CREDITORS Trade creditors 152 129 04 0.1
Capital creditors and accruals 308 272 - -
Amounts owed to subsidiary undertakings 2.7 49
Corporation tax 1.3 103 10.2 0.8
Other taxation and social security 29 1.8 - 041
Other accruals and deferred income 570 4441 8.9 6.0
Dividends payable 39 353 389 353

1568 1316 621 472

The amounis for 1993 have been re-analysed and now show capital creditors and accruals
separately.

a8




Southorn Water plg

—-(.'irc:up1 ;;; - compu:\z;
NOTE 18 Pem  Em em £m
LONG TERM Bank loans 1556 1500 1550 -
BORROWINGS Obligations under finance lsases 0.1 0.1 - -
1581 150, 155.0 -
Repayable as follows:
Bank loans:
Between cne and wo years 2.0 - 20 -~
Betwesan two and five years 286 186 286 -
After fiva years 1244 1314 1244 -
Finance leases:
Between ons and two years 0.1 0.1 - -
155.1 1501 1850 -

Bank loans are unsecured and repayable by instalmenits for periods up o 15 years, The rates
of interest payable on loans due afler 5 years range from 7.1% to 11.5%.

Group

NOTE 18 rm
GRANTS AND Balance at 1 April 1993 17.0
CONVRIBUTIONS Receivable in year 5.2
Raleased to profit and loss account (0.7}

Balance at 31 March 1994 215

Grants and contributions relate to non-infrastructure fixed assets.

Group Company

Infra- Share Other Total Share

slructure  schomes cchames

renewal and other

NOTE 17 cm £m Cin £Em £m
PROVISION FOR Balance at 1 April 1993 1.7 35 1.0 6.2 45
LIABILITIES AND Provided in yesr 16.9 - 24 18.0 -
CHARGES Utllised in year {18.4) - (1.0) (19.4) (1.0)
Balance at 31 March 1994 0.2 3.5 21 5.8 3.5

The full potentlal deferred taxation liability, for which no provision is considered necessary,

calculated under the liability mathod at a tax rate of 33% |s:

Accelerated capilal allowances

(non-infrastructura assels)
Losses and other timing difforences
Advance corporation tax

r— Group ———
1802 1003

EM £m
28,6 820

(15.0) (183)
{38.8) (34.8)

408 288

s T —
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Nctes tothe tinancial statements continued

o8 1003
NOTE 18 Tt £m
CALLED-UP Authorised
SHARE CAPITAL 225,000,000 ordinary shares of £1 each 2250 225.0
1 special rights redeemable preference share of £1
225.0 225.0
Allottad, osllod-up and fully pald
Ordinary shares of £1 each:
A1 April 165.8 16473
Issued during the year 2.0 1.5
1 special rights redeemable p:aference shars of £1
At 31 March 167.8 165.8

pum— e

Allolments in the year were in raspect of scrip dividends 1,051,283, sharesave scheme 43,082,
execulive share oplions exercised 176,000 and acquisitions 677,111,

The special rights redeemable preference share of £11s held by MM Secratary of Slate lor the

Environment,
Oulstanding options o supscribe for ordinary shares in the Company at 31 March 1994 were
as follows:
Date of Numbor of Prica por
k grant shares share
000
Executive share January 1991 184 295p
oplion scheme January 1992 209 310p
January 1923 350 466p
January 1894 r73 83%p
Sharesave scheme December 1989 1275 176p
January 1991 727 236p
February 1992 765 248p
January 1993 580 372p
January 1994 393 519p
In normal circumstances, the execulive share oplions may be exercised between thiee and
len years from the date of grant. During the year 176,000 ordinary shares of £1 each were
allotted under the scheme for a consideration of £0.5m.
Options under the sharesave scheme may be exercised after either five or seven years from
the date of grant.




Slattharn Water pla
Group —— Company ——
Share Profit Share Profit

Premium Aloss Prarmiurn & L.oas
Agccount  Account Account  Account

NOTE 19 £m £m £m em
BSHARE PREMIUM At 1April 1993 21 7136 21 32441
ACCOUNT AND Retained profil for the year - 787 -~ 248
RESERVES Premium on allotments 34 - 34 -
Capilalisation of scrip dividend shares (1.1) - {1.1) -
Value of dividends taken as scrip shares - 50 - 50
Expenses of issug of scrip dividend shares {0.1) - {0.1) -
Goodwill on acquisitions - W) - -
At 31 March 1994 4.3 7929 43 3539

The cumutative amount of gcodwill charged in respect of acquisitions of existing subsidiaries
is £12.4m (1893 £8.0m).

The profit of the Comipany attrityutable to shareholders for the financial year wes £63.6m
, {1993 £83.0m), No separate profit and loss account is presented as permitted hy 5230 of the

Companies Act 1983,
NOTE 20
ACQUISITIONS Three acquisitions were made during the year as sel out in the Directors' Reporl. The fair
value of the assets acquired and the resulting goodwill are set out below:-
’ Book values Adjustments Falr Value
acqulred to accord with
Group policlas

£m £ Em
Fixecl asseis 3.9 (1.1} 28
Stocks 0.2 0.1} 0.1
Deblors 1.8 - 18
Creditors {2.7) (0.1 (2.8)

32 (1.3 19
Mincrity inlerests (0.3}

1.6
Goodwill charged to reserves 4.4
Purchase consideration 8.0
Consideration satisfied by:
issue of shareg (including share premium £3.0m) 37
Cash paid (£3,3m) less cash acquired (£1.0m) 23
6.0




Bauthern Watar plc

Notes to the thancia statementsg continuag

.-.._..Gr Y sy

oL

NOYE 21 Tem W
~-_—'-_———--.,._.‘__._“—----.\-—.-"-\-.q.--.-“

RECONCILIATION Profit attributaste (o Ordinary sharsholders 1175 1094

OF MOVEMENTS 11y Dividends for fhe year {38.8) (353
SHAREHGLDERS’ e me———
FUNDS Retalned profit for the year 787 741
Allotments for cash - executive and sharesave option schemes 0.6 23

Shares jssueq refating io acquisitiong 3.7 -

Valua of dividends taken 28 5Crip shares 5.0 232
Expenses of lssue of Strip dividend shares {0.1) 0.3)
Goodwill charged to reserves (4.4; ¢ 1.0)

—_——

Net addition 1o Shareholderg' funds B35 774

Sharsholders' funds at1 April 8815 804.1

—

Shareholders’ funds at 34 March 9050 8815

—_—

——Group ——
1895 10093

NOTE 22

&m £m

CONTINGENT Contractors' Claims 2.4 14
LIABILITIES Bank guarantees 0.5 -
2.9 1.4

All wholly owned Group Companies registeres in England have provideg mulual cross

Quaraniees for borrowings from National Westminsier Bank Plc which at 31 March 1994
amounted to £9.0m.

T Group m— --Compm-:y'—

1904 1903 19Qa 1993

NOTE 23 &m £&m Cm €m
CAPRITAL Outstand.’ng contracts placed for

COMMITMENTS capilal expendiiura 916 872 - -

T e— e T

Capita] expenditure authorised by the
Direclors byt ot contracted 1426 1188 ~- -
—_
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—GIOUR =G ompany —
mwea W 1004 1003

NOTE 24 £m &m m £m
OTHER FINANCIAL Annual cornmitments under
COMMITMENTS non-canceliable operating leases:
Expiring between two and five years 01 1 - -
Expiring after five years 0.1 01 - -
02 02 - -
NOTE 25
PENSIONS The Group has a number of pension schemes. The principal defined benefit scheme, which

covers over 80% of the Group's emplovees, has six Trustee Directors — Mr William Courtney,
Mr Philip Girle and four other members who are not Directors of the Cempany. The power of
appoiniment of new Trustee Directors is vasled in Southern Water ple.

The assels of all schemes are held saparately from those of the Group. The Bank of
Scotland acts as custodian trustee for the cuuned benelit schemes and asset management is
delegated to a fund manager, Queen Anne's Gale Assel Management Lid. On 31 March 1884,
the principal scheme held shares in Southern Water plc which represented 2.7% of the
investiment portiolio.

All schemes’ accounts are audited annually by auditors other than those of Southern
Waler plc. Members of the schemes receive an annual statement of their acerued benefits and
a copy of the trustees' annual report.

The Group’s defined benefit schemes are valued by independent consuiting acluaries
using either the 'projected unit’ method or the ‘altained age' method. The last compleled
actuarial valualion of the principal scheme was cariied out as at 31 March 1992. At that dats,
the masket value of the scheme's assels was £87.7m, which covered approximately 107% of the
benelits acerued to members, after allowing for expected increases In earnings. The employers’
average contribulion is being maintained at 11.7% of pensionable pay with members paying
standard contribulicns of 696, 596 or 3%.

The maost recent actuarial valuations of the other defined benefit schemas indicated that
ihe market values of their assets covered the estimated value of members’ accrued benefils,
after allowing for a special contribution paid inlo one of the schemes,

The principal assumptions usad in all actuarial valuations are those related 1o the
dilterentials between the rales ot return on investments and the rales of increases in earnings
and pensions. In the main schemes, it has been assumed that the investment return per
annum will be 296 higher than wage and safary increases and 3%:% higher than pension
increases.

Total pension costs for the year were £6.6m (1993 £6.2m).
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Notes to the financtal statements continued

hl- 1T Y 100y

NOTEZ28 cm om

RECONCILIATION Trading profit 133.6 1194

OF TRADING PROFIT Depreciation charge 38.0 329
TO NET CASH INFLOW oo (2.3) (1.0)
FROM OPERATING Movement in provisions {0.4) (0.2)

ACTIVITIES Decrease in slocks 0.4 0.2
{incraase) in debfors 4.4) (1.7}

Increase/{dectease) in other credilors 13.3 (5.6)

iNet cash inflow trom operaling aclivities 178.2 1440

Bhare Long Finonoa Total

capital term ioage
(Including foans obligations
premifurmg

NOTE 27 £m £m cm em

CHANGES IN At1April 1993 167.9 150.0 0.9 3188

FINANCING Cash inflow/eutflow) from financing 05 50 (08) 49

BURING THE YEAR Shares issued for non-cash consideration 37 - ~ a7

Al 31 March 1994 172.1 155.0 0.3 3274

1954 1993

NOTE 28 £m £m

:::;1?.‘;’0:55 Currenl asset investments 94.8 -

OF CASH AND CASH Gash and short term deposits 79.5 1731
Short term borrowings (excluding finance leases) (9.0 (6.7)

EQUIVALENTS AS e .

SHOWN IN THE 1653 166.4

BALANCE SHEET investments and deposits exceeding three months 1o maturity

when acquired (133.4} (55.0)

Cash and cash equivalents 31.9 1114

"0eq 1992

NOTE 29 £m £m
ANALYSIS OF Cash and cash eguivalents at 1 April 4 €85
CHANGES IN Net cash (outflow)/inflow (79.5) 429
CASH AND CASH —_— ——
EQUIVALENTS Cash and cash equivalents at 31 March (see nole 28} 31.9 111.4*

restated o exclude short term finance feass obligalions of £0.8m.




Subsidiary undertakings and

investments in other companies

At 31 March 1994

SUBSIDIARY UNDERTAKINGS

Southern Water pia

The Company's principal subsidlary underlakings at 31 March 1994 are listed below, With the exception of Waterline
Insurance Company Limited, registered and trading in the Isle of Man, all companies are registerad in England which is

also the country of operation.

Propartion

Class of of class
Company Copital held % Nature of businass
Southern Water Setvices Limited Ordinary 10096 Provision of water supply and wastewaler services
Southern Water Industries Limitad Ordinary 100% Industrial and commerclal services
McDowells Limited* Crdinary 100% Civil and struclural engineering design
and constitangy
Pipeworks Limited Ordinary 100% Pipe and mainlaying services
IT Southern Limited® Ordinary 100% Information technology services
Papearstream Limited* Ordinary 100% Maliling and printing services
Tynemarch Systems Enginearing Limited Ordinary 100%6 Process control and engineering software sarvices
(vear end 31 December)
Sectron Systems Limited* Ordinary 100% Security services
Southern Scisnce Limited* Ordinary 100%6 Laboratory analysis and environmental assessment
GMSS Limiled Ordinary 75% Laboratory services
Aquaclear Limited* Ovdinary 100% Commercial water systams consuitancy
Eco-clear Limiled Ordinary 100% Liquid wasle management
& S Taylor (Worthing) Holdings Limited Ordinary 100%% Solid waste management
ERG Environmental Resource Group plc Ordinary 100% Eilfuent and odour treatment services
Greenhill Enterprises Limited Qrdinary 100% Waste management
Clinlcal Waste Limitad Crdinary 55% Clinical waste managemant
Topmark Vehicle Contracls Limited* Ordinary 100% Vehicle contract hire
Hazsley Down Mineral Water Company Limited* Crdinary 100% Bottled mineral water
Bowsprit Holdings Limited Ordinary 100% Property Investment
Monk Rawling Limiled Ordinary 10096 Eslates management and property consultancy
Bowsprit Property Development Limited Ordinary 100% Property development
Waterline Insurance Gompany Limitad Ordinary 100% Insurance
*These companles act as agonts of Scuthern Watar Industrios Limited.
FIXED ASSET INVESTMENTS
Claasof  Proportion ol Nature of Tola! eppital Prodit tor
Caompany capltal clans hold busliness  andresoerves tho perod
% £m Em
Associated underlaking  Coasfal Wastewaler Ordinary 50% Marine treatment 0.1 -
Consuliants Limited englneering design
and consuitancy
Other investmenis Folkeslone & Dover Ordinary 25,1% Water supply 6.1 1.7
Water Services Limited Preference 21.8%
Defarred 12.2%9

Bott companlas are reglsterod in England
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Group five year summary

10094 1003 1wz 1001 1000
£m £m £m £m &m
Turnover -
continuing operations a7n7 319.2 290.7 251.2 225.8
Trading profit -
conJnulng operatlons 133.6 119.4 106.1 90,5 783
Exceplional ilems - - 6.0 - (5.8)
Net interest (€.1) {0.2) 30 6.6 (182)
Profit on ordinary actlvities
before taxatlon 1275 118.2 115.1 97.1 543
Taxation {10.2) (9.8) (9.8} {9.7) (5.5)
Profit on ordinary activitiea
attor taxation 1173 109.4 105.3 874 488
Minority interests 0.2 - - - -
Proflt attributable to
ordinary sharaholders 1175 109.4 105.3 87.4 48,8
Dividends (38.8) (35.3) (32.1) (28.0) (16.4)
Retained profit for the year 78.7 741 73.2 58.4 324
P ] P P P
Earningsa per share 703 66.3 64,2 534 -
Earnings per share before
exceptional ltems - — 60.5 - -
Dividends per ordinary share 231 21.3 195 17.7 10,02
em ] £ £m £
Assets employed
Fixed assets 1070.5 957.2 8938 787.0 710.6
Net current assels {fiabilities) 780 98.6 595 1.3 {24.5)
Long term creditors {176.6) (167.1) {142.8) (47.3) (6.7)
Provision for liabilities and charges (5.8) (68.2) (6.4) {5.1) (2.4
Minority interests {1.1) (1.0) - - -
Not apuats 965.0 881.5 804.1 735.9 677.0
Capltal and reserves
Called up share capital 167.8 165.8 164.3 163.8 163.7
Share premium account 4.3 21 1.6 04 0.3
Profit and loss account 7929 7136 6382 571.7 513.0
965.0 881.8 204.1 75659 6770

Significant changes took place during the year ended 3t March 1990 arising from capital restrucluring, tha regulatory regime
and lhe conversion 1o plc status. Accordingly, the comparability of the resulis of 1990 wilh later years is limited and care
should be taken in ralating Lhess figures,



Boutherr Water plo

Notice of Annual General Meeting

NOTICE is hereby given that the fifth Annual General
Meeting of Southern Water plc will be held at the Darne
Theatre, Church Strest, Brighton, East Sussex, on Thursday,
18 Augus! 1894 at 11:00 am, 10 fransact the following
business:

Crdinary Bualness

1

To receive and adopt the Report of the Directors and
the audited financial slatemants for the year anded
31 March 1984,

T daclare a final dividend for Ine year ended 31 March
1994 of 15.4p per Ordinary share.

To elect Mr A M Fry as g Director.
To re-glect Mr F N Midmer as a Direclor.
To re-glect Mr V E Thomas as a Direclor

To re-appoint Coopers & Lybrand a$ audilars of the
Company and io authorise the Direciors to fix their
remuneralion.

Special Buginess

?

To consider the following resolution as an Ordinary

Resolution:
THAT
{h the Directors shall have general and
unconditianal authority (o alict relevant securities
{within the meaning of Section 80 of the Companies
Acl 1985) of the Company on and subject 1o such
tarens as the Directors may determine, The authority
hereby conferred shall be for a periad expiring five
years {rom tha date hereof unless renewed, varied or
revoked by the Company in General Meeling and the
maxirum nominal amount of relevant securilies
which may be allotled pursuant {o such authority shall
be £56,013,568,

{8y the Directors shall be enfifled under the authority
conlarred by paragraph (i) of this Resolution or under
any renewal thereof to make at any lime prior to the
expiry of such authorily any offer or agreement which
would or might require relevant securities of the
Company 1o be alictied after the expiry of such
authority and may aliof ralevant securities in
pursuance of such an offer or agreement as if the
authority conferred hereby had not expired,

{1y the authority under the said Section 80 conferred
at the Extraordinary General Meeting held on 20
November 1988 be and is hereby cancelled,

8 To consider the following resolulion as a Special
Resolution:
THAT
ihe Disectors be given power pursuant 10 Section 85 of
the Companies Act 1985 to allot eqully securiligs (as
defined in Seclion 94 of the said Act) in accordance
with the authority conlerred by Resalutlon 7 above as if
Saction 89 {1} of the said Act did not apply provided that
this power shall be fimited to:
{8) ithe alloiment of equily securities in connection with
a rights issue in favour of Ordinary Shareholders where
the equily securities respectively attributable to the
interests of the Crdinary Shareholders are proporiionate
(as nearly as may be) \o the respective numbers of
Ordinary Shares held or deemed to be held by them
{but subject lo such exclusions or other arrangements
as the Direciors may deem necessary or expediant to
deal with fractional entitiements, record dates, legal or
practical preblema arising in any overseas territory or by
virlue of shares being represented by depositary
receipls, the requirements of any regulatory bady of any
slock exchange or any other matler whatsoemwt}:
{b) ihe aliotment of Ordinary Shares pursudirt lo
elections under any scrip dividend option given 0
shareholders under Article 135 of the Gampany’s
Articles of Assoctation; and
¢} the alloiment (otherwise than pursuant (o st-i
paragraph (&) or (b) hereof} of equity securitias _p10 an
agaregate amount not 2xceeding 5% of the nominal
value of the fssued share capilal of the Company as at
the date hereof;

and pravided further that this pawar shall expire fifieen
months from the passing of this resolution or, it earlier, al
the conclusion of the next Annual General Meeling of
ihe Company after the passing of this resolulion, save
that the Company may prior fo such expiry make offers
or agreemenis which would or might require equity
securities 1o be allotted after such expiry and the
Direclors may alloh equity securities in pursuance of
such offars or agreemants nolwithstanding the expiry of
any power conferred by this rasolution,

e e S

8y Order of the Board
Graham Nicholson Company Secrelary
21 July 1994

Southern Waler pic
Registered olfice: Scutharn House, Yeoman Road,
Worthing, Wast Sussex, BN13 3NX,
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Notlce of Annual General Meeting continued

Explanatory Notes

The Annual General Meeting is a meeting of sharsholders
which the Company is required to hold each year. There are
resolutions before the meeting which shareholders will be
asked to approve. Resolutions 1-7 ara ordinary resolutions
which may be carried by a simple majority of sharehelders
voling in person or by proxy; resolution 8 is a special
resolution which the Companies Act 1985 requires to be
carried by a 75% majority.

Resolution 1: [0 recelve the report and financial slalements
The Directors of the Company are required 1o present to
the meating tha Report of the Directors and the audited
financial statements for lhe preceding financial year.
Resolution 2: lo declare a dividend

The declaration of a final dividend must be autherised by
the shareholders and cannot excead the arnount
recommended by the Direclors in their report. If the
meeting approves this resolution the dividend will be paid
on 3 Oclober 1994,

Resolutions 3, 4 and 5: election of Directors

The Arlicles of Association (the rules which govern the
Company's internal management) provide for the
retirement of certain Directors by rotation each year. In
accordance with these provisions, Mr £ N Mi<mer and

Mr V E Thomas will retire by rotation this year and seek re-
election. Mr A M Fry joined the Board on 1sl July 1294 and
in accordance with the Arlicles, will seek gleclion at this
meeting.

Resolution 6: appointment and remuneration of auditors

A public company must appoint auditors to hold office until
the next general meeting at which financial stalements are
presented. The resolution proposes the reappointment of
Coopers & Lybrand and as is commen practice, the
resolution also seeks authority for the Diraclors 10 approve
their remuneration.

Resolution 7: authority to allot shares

The Directors were given a general authority 10 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 authorily to allol
shares remained valid for a period of five years. Resolution
7 seeks to replace this authority with a new authority for a
further five year period until 17 August 1999. The Direclors
do not presently intend lo exercise this authority except for
the allolment of new shares pursuant 1o a scrip dividend
offer and the Company's employee share schemes or to
finance business opportunities. The number of shares
permitied by the proposed authority, 56,013,568 is one third
of the issued share capilal and complies with the
recommendations of the Association of British Insurers,
Rasolution 8: partial disapplication of pre-emption rights

If the Direclors propose to allot ordinary shares (other than
pursuant to an employee share schems) Section 89(1} of
the Companies Act 1985 requires such shares to be olfered
firat lo sharshelders in proporlion to their existing helding,
These are known as pre-emption rights. There may
however be circumstances where, in the best intarests of
the Company, the Directors need the flaxibility 1o finance
business opportuniies as they arise by the issue of new
ordinary shares, This resolution therefore gives the
Direclors authority 1o issue new ardinary shares up to a limit
of 5% of the Company's issued ordinary share capital
without first offering the shares to existing sharehelders.
The resolulion also waives lhe pre-emption requirements
on a scrip dividend and on a rights issue so as to allow the
Diractors in such a case to make appropriate
arrangements to avold or resolve legal or practical
problems which might, for example, arise with overseas
shareholders. This authority will last until next year's Annual
General Meeting or fifleen months after the passing of the
resolution whichaver is the earlier.

Notes

1 Subjecl to il being duly declared at the Annual General
Meeting, the final ordinary dividend will be pald on

3 October 1994 to shareholders on the register at close of
business on 5 July 1994,

2 A shareholder entitled to attend and vote Is entitled to
appoint one or more proxies to attend and, on a poll, vote in
his stead. A proxy need not be a shareholder of the
Company.

3 Completion of the enclosed proxy form does not
preciude a shareholder from aliending the meeting and
voling in person. Any instrument appointing a proxy, with
the authority (if any) under which it is signed, must be
deposiled with ihe Company's Registrars, The Royal Bank
of Scotland, PO Box 435, Owen House, 8 Bankhead
Crossway Norih, Edinburgh, EH11 48R not later than 48
hours before the time fixed for the meeling, or any
adjournment thereol

4 The following documents will be available for inspection

at lhe registered office during normal business hours on

any week day, excluding Saturdays and public holidays

from the date of this notice until the dale of the meeting and

at the place of the meeling from 10,00 am until the

conglusion of Ihe meeling.

{a) The Directors’ Service Contracts;

{b) The register of Directors interesls In shares in the
Company.
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