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financial

TURNOVER £M

The 1998 results reflect the group’s continuing success,

returning a profit before tax of £21 miilion on a turnover ‘ ) ‘ . 1997
of £142.5 million. 1996 (9. mths)
Expansion of the environmental business accounts for e
1995/96

much of the increase in turnover, as several new contracts e
were won in the year. Metered water sales increased by 6% 19.94/95
L | 1 | 1 1 J

as more customers transferred to meters under the free 150 125 100 75 s0 25 °

meter option scheme. This increase was offset by a decline

. e PROFIT BEFORE TAXATION £M
in unmetered water sales and the continuing impact of

price increases of 1% less than inflation.

Improvements in operating efficiency have resulted in the - } : l 1997
costs associated with the group’s expanding developmental C 1996 (9 mths)
activities being met without impact on the operating profit R 1995}.95
of the group which stands at £33.9 million for the year. o o

Higher interest rates in the year, and the absence of the 1994/95.
exceptional profits of £5.7 million experienced in 1997 3|o :5 210 :Is 1Io ; i

(resulting from the profit on sale of investments, and relcase

of unfunded pension obligation provisions), produced a profit CAPITAL INVESTMENT £M

before tax of £21 million, £5.8 million lower than last year.

About £27 million of capital investment related to the : l 199?
water business. Expenditure focused on the mains rehabilitation, ’ oo 1996 (9' T‘!;I;E'Hg)f‘
metering and leakage control programmes. Increased activity e m
on leakage detection and water cfficiency programmes resulted B e T 1995/96
in a higher proportion of infrastructure maintenance costs. R SR 1994/95

o " o .
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Staff training continued at a high level and subsidiary SAUR Water Services
became the first in its industry to sign up to the National Traineeship Programme
designed to provide fast-track training to 16 and 17 year olds within UK water
companies. Four youngsters have been taken on under the scheme and have
begun a two year training programme. A group wide employee attitude survey
was also conducted for the first time to better understand our employees’

attitudes and expectations.

WATER

Water supply accounts for a significant proportion of the SAUR UK group’s
activities. Subsidiary SAUR Water Services commenced a major restructuring
programme during the year to prepare for the operation of its subsidiaries

Mid Southern Water and South East Water as a single company under a single
licence in early 1999. This included the relocation of the company’s head office
operations to Eastbourne, East Sussex. Since 1 January 1999, Mid Southern

Water plc and South East Water Limited have operated as South East Water plc.

Towards the end of 1998, the group also purchased the minority sharcholdings
in its subsidiaries West Kent Water, Eastbourne Water, Mid-Sussex Water and

Mid Southern Water.
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and water efficiency programmes throughout

the year in partnership with our customers
and we continued to offer optional free
meters, together with a free supply pipe
repair scheme,

The SAUR UK group was selected as
preferred bidder for its first wastewater
contract in the UK as part of a consortium
called Scotia Water. West of Scotland Water
Authority will award the contract for the
design, construction, operation and financing
of Dalmuir sewage treatment works near
Glasgow to the consortium whose main
partners are SAUR UK, Sterezu UK (also a
SAUR group company) and Taylor Woodrow.
The contract is for 25 years and is worth
£2.5 million to SAUR UK. '

ENVIRONMENTAL SERVICES AND FACILITIES
MANAGEMENT
1998 was a very encouraging year for Ecovert
Group, our environmental services and
facilities management group. We continued
our development activities in 1998, especially
in the facilitics management sector, and
gained significant new contracts, including
Barnet Hospital and Test Vailey.

We were delighted to be awarded
a contract for Barnet Hospital - a PFI (private
finance initiative) facilitiecs management
contract worth £4.5 million per year. The
contract is for a 30 year period and is one of
the first such contracts to be awarded in the
UK. Operations will commence in March 1999.

Test Valley Borough Council awarded
their refuse collection and recycling contract
to us for a five year period with a potential
five year extension. The contract value is £1.5
million per year and operations started in the
summer. Test Valley is a leading authority in
recycling and has introduced the first split
refuse collection system in the UK. Part of
our contract is to increase this collection
method from 50% of households currently to
100% in two vears. This contract gives us an
excelient reference in recycling and was
gained thanks to our technical approach and
understanding of the project.

Ecovert Group also won important
catering contracts during the year, further
expanding its successes in the facilities

management sector. The contracts were for
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BUSINESS DEVELOPMENT

In 1998, the SAUR UK group gave greater
focus to its developmental activities in the UK
and overseas. Towards the end of the year a
new business development department was
created to identify and take advantage of new
business opportunities in the UK, Canada, the
United States and southern Africa.

In 1997, the SAUR UK group took over
responsibility for developmental activities in
southern Africa from its parent company.
These activities bore fruit in 1998 with our
selection, as part of a consortium, as
preferred bidder for a contract in southern
Africa - marking a significant step forward for
our international development activities.
Under the contract — signed in January 1999
- we will provide water and wastewater
services to the Borough of Dolphin Coast in
South Africa. Services will be provided for
approximately 34,000 people living in the
area and will start in April 1999.

The SAUR UK group also took over
formal responsibility from its international
parent for development activities in the
United States and Canada in 1998. At the
same time, SAUR UK'’s parent, SAUR
International transferred the day to day
management of its Canadian subsidiary, SAUR
Canada, to the UK. Through its subsidiaries
Aquatech and Dynatech, SAUR Canada
provides management, operations and
maintenance services for water and
wastewater treatment plants and waste to
encrgy plants as well as facilities management

services in the province of Quebec.




”}\";\;»i N

e T

[fciice

<
“SAUR Intefna

ons

o

b

tilhis retiren: aniexecl 9955 el e Ty Nﬁ%‘g‘?ﬁ‘é&ﬁy

l ) : .. 2 ,xe.-é"w;,v'rwg;*.tréaﬁ;f
e returried to Frandetobecom

{1987.5Mr Pe 8 s

Lottty T







12

he directors of SAUR (UUK) Limited have pleasure in submitting their report and the audited financial
statements for the year ended 31 December 1998,

Principal activities
The principal activities of the group are the supply and distribution of water, engineering consultancy and the
collection and disposal of waste together with the development of business in related areas, in the UK and overseas.

Business Review

Consolidated profit on ordinary activitics after minority interests and taxation for the year was £19.7 million (year
ended 31 December 1997: £25.6 million). The financial position at 31 December 1998 is shown in the consolidated
balance sheet on page 16 and in the company’s balance sheet on page 17.

Dividends

An interim dividend of £1,500,000 (4.7p per share) was paid on ordinary shares on 26 June 1998 (year ended

31 December 1997: £1,500,000). A final dividend of £4,500,000 (14.2p per share) has been declared (year ended
31 December 1997: £niD), of which £3,500,000 (11p per share) was paid on 18 December 1998.

Fixed assets )
Capital expenditure on tangible fixed assets during the year totalled £30.4 million (year ended
31 December 1997: £33.6 million). Details of changes in tangible fixed assets are summarised in note 12.

Directors and interests in shares
The directors who served during the year and at the date of this report are set out on page 10. None of the directors
held any beneficial interests in the shares in the company during the period.

Research and Development and WRc plc
The group contributes to the Foundation for Water Research and WRc plc which undertakes research in all aspects
of water industry operations. The international research resources of SAUR are available to the SAUR UK group.

Year 2000 Project

A project has been underway since 1996 to assess and address the risks associated with the potential failure of IT
systems and related equipment in the year 2000. This has involved a dedicated team taking a full inventory of all
potentially affected systems and equipment, assessing the impact on the business of their possible failure, and
systematically eliminating or reducing this risk. The estimated cost to the group of this project, over and above
routine replacement and maintenance budgets, is in the region of £1 million, of which £383,000 has already been
incurred. This comprises payroll and related expenses for staff carrying out compliance testing, and the cost of
external specialist personnel as required.

Employment policies

Great importance is attached to employee representation on consultative committees and there are regular liaison
meetings and in-house journals. The group offers equal opportunities to all applicants for employment, and for
career development which includes training.

The group’s policy on training, carcer development and promotion of disabled people is, as far as possible, identical
to that for other employees, and if employees become disabled every effort is made to ensure their continued
employment, with appropriate training where necessary.

A high priority is given to safety regulations and other matters affecting health and safety at work with provision for
meetings and training courses as appropriate.

Donations
Charitable donations during the year amounted to £9,292 (year ended 31 December 1997: £4,429). No political
donations were made by the group.

Auditors
In accordance with section 385 of the Companies Act 1985, a resolution for the re-appointment of KPMG as auditors

of the compm proposed at the forthcoming Annual General Mecting,

M. Pe

Company Secretary

For and on behalf of the board
25 February 1999.
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auditors’

-eport of the Auditors, KPMG, to the members of SAUR (UK) Limited.
We have audited the financial statements on pages 15 to 46.

Respective Responsibilities of Directors and Auditors

As described on page 13 the group’s directors are responsible for the preparation of
financial statements. It is our responsibility to form an independent opinion, based on
our audit, on those statements and to report our opinion to you.

Basis of Opinion

We conducted our audit in accordance with auditing standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgements made by the directors in the preparation of
the financial statements and of whether the accounting policies are appropriate to the
group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of
the company and of the group as at 31 December 1998 and of the profit and cash
flows of the group for the year then ended and have been properly prepared in
accordance with the Companies Act 1985.

KPMG
Chartered Accountants

Registered Auditors

London
25 February 1999




SAUR UK - A REPORTY ON OUR

Con SOlidated for fhc year ended 31 December 1998

12 months 12 months
ended ended
31 Dec 1998 31 Dec 1997
Note £000 £000
Turnover 2 142,500 137,324
Cost of sales (112,923) (105,920)
Other operating income 3 4,372 3,127
Operating profit 33,949 34,531
Profit on sale of investment - 3,991
Interest receivable and similar income 4 207 644
Amounts written off investments 5 — 84
Interest payable and similar charges 6 (13,136) (12,294)
Profit on ordinary activitics before taxation 7 21,020 26,788
Tax on profit on ordinary activities 10 (1,065) (916)
Profit on ordinary activities after taxation 19,955 25,872
Minority interests: 24
Voting (266) @57)
Non-voting 19) 36
Profit for the year 19,670 25,579
Dividends:
Equity (6,000) (1,500)
22 13,670 24,079

Retained profit

S

The income and expenditure all relate to continuing operations, none of which were acquired in

the year.

The group has no recognised gains or losses other than the profits shown above and, therefore, no

separate consolidated statement of total recognised gains and losses has been presented.
There is no difference between the profit on ordinary activitics before taxation and the retained profit for

the year shown above and their historical cost equivalents.

A statement of the movement on reserves is set out in note 23.

15
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SAUR UK — A RPEPORT ON QUR ACTIVITIES
L J
COIl SOlld—ated as at 31 December 1998

31 Dec 1998 31 Dec 1998 31 Dec 1997 31 Dec 1997

Note £000 £000 000 000
R R T R A R B I S A D s e P N I N VT I S R N N o
Intangible fixed assets
Negative goodwill 11 (2,154 -
Fixed assets
Tangible assets 12 825,165 810,387
Investments 13 874 158
Current assets 823,885 810,545
Stocks 14 1,797 1,502
Debtors 15 32,291 30,947
Cash at bank and in hand 512 4,847
34,600 37,296
Creditors: amounts falling due
within one vear 16 (49,225) (54,871)
Net current liabilities (14,625) 17,573
Total assets less current liabilities 809,260 792,970
Creditors: amounts falling due
after more than one year 17 (151,757) (143,392)
Provisions for liabilities and charges 18 (409) 432)
Deferred income 19 (12,748) (13,496)
Net assets 644,346 635,650
Capital and reserves
Called up share capital 20 31,800 31,800
Capital reserves 21 - 494,963
Profit and loss account 22 612,514 103,577
Equity shareholders’ funds . 23 644,314 630,340
Equity minority interests 24 32 5,310
644,346 635,650

T R T e et o e

These financial statements werc/approved by the board of directors on 25 February 1999 and were
signed on its behalf by:

P C Rancon
Director
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C Omp any As at 31 December 1998

31 Dec 1998 31 Dec 1998 31 Dec 1997 31 Dec 1997

Note %000 £000 2000 £000
B e T e e o o L T T T T T R N AT T B A AT AT
Fixed assets
Tangible assets 12 153 153
Investments 13 58,920 104,553
59,073 104,706
Current assets
Stocks 14 78 -
Debtors 15 5,811 2,342
Cash at bank and in hand 5,769 11,701
11,658 14,043
Creditors: amounts falling due
within one year 16 (7,795) (7.502)
Net current liabilities 3,863 6,541
Total assets less current liabilities 62,936 111,247
Creditors: amounts falling due
after more than one year 17 (23,092) (72,729
Provisions for lHabilities and charges 18 (310) G667
Net assets 39,534 38,156
Capital and reserves
Called up share capital 20 31,800 31,800
Profit and loss account 22 7,734 6,356
Equity sharcholders’ funds 39,534 38,156

These financial statements were approved by the board of directors on 25 February 1999 and were
signed on its behalf by:

P C Rancon
Director
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SAUR UK - A EEPORT OR OUR ACTIVITIES

consolidated

for the year ended 31 December 1998

12 months 12 months

ended ended

31 Dec 1998 31 Dec 1998

Note 5000 £000

12 months
ended

31 Dec 1997
000

12 months
ended

31 Dec 1997
£000

T A e S A S A AR bt A

Net cash inflow from opecrating activities
Returns on investments and

servicing of finance

Interest paid

Interest received

Dividends to minorities

Dividends received

Interest clement of finance leases

29 38,261

11,677)
207
arz

(2,063)

(10,170)
506

435
(2,101)

44,776

Net cash outflow from returns on
investments and servicing of finance
Taxation

UK corporation tax paid

Capital expenditure and financial investment
Payments to acquire tangible fixed asscts
Loan to fellow subsidiary

Repayment by fellow subsidiary
Purchase of investment

Capital contributions received

Sale of tangible fixed assets

Sale of investment

(13,050}
(1,289)

(27.823)
{450)
600
(874)
1,610
2,680
8

(32,628)
(150)

1,414
1,033
14,897

(11,330)

(1,988)

Net cash outflow from capital expenditure
and financial investment

(24,249)

(15,439

Acquisitions and disposals
Payments to acquire contracts and other businesses
Purchase of minority interests

(2,5335)

38

Net cash outflow from acquisitions
and disposals
Equity dividends paid

(2,535)
(5,000)

(38)
(1,602)

Net cash inflow/(outflow) before management
of liquid resources and financing

(7,862)

14,384

Net cash inflow/(outflow)from financing

30 4,195

(8,934)

Increase/(decrease) in cash in the yvear

(3,667)

5,450

Reconciliation of net cash flow to
movement in net debt

Increase/(decrease) in cash in the yvear

Cash (inflow)/outflow from decrease in debt and
lease financing

Change in net debt resulting from cash flows
New finance leases

(3,667)

(4,195)
(7,862)
(2,608)

5,450

8,934

14,384
1,378)

Movement in net debt in the year
Net debt at 1 January 1998 and
1 January 1997

(10,470)

31 (144,255)

13,006

(157,261)

Net debt at 31 December 1998 and
31 December 1997

31 (154,725)

(144,255




SAUR UK - A REPQORY ON CQUR ACTIVITIES

n O t e S for the year ended 31 December 1998

1. Accounting policies
The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the group's financial statements:

Basis of preparation
The financial statements have been prepared under the historical cost convention and in accordance

with applicable accounting standards.

Consolidation

The consolidated financial statements comprise the accounts of the parent company and of all its
material subsidiary undertakings made up to the end of the financial year. The results of new subsidiary
undertakings are included from their effective dates of acquisition.

Goodwill

Goodwill represents the net excess of the cost of businesses, contracts or the shares in subsidiary
undertakings over the fair value of their separable net assets at the date of acquisition and is capitalised in
the balance sheet as an intangible fixed asset.

The assets of the water company subsidiaries principally comprise specialised operational assets for
which there is no generally available open market value. Accordingly, the fair value of these assets as at
the date of acquisition has been determined by reference to their depreciated current replacement cost.
Deferred taxation has not been provided on the difference between the fair value and the book value of
the assets as it is not anticipated that any significant portion of the assets will be disposed of in the

foreseeable future.

Under the new requirements of FRS 10 goodwill arising prior to 1 January 1998 remains eliminated
against capital reserves. The balance on the capital reserve shown in the financial statements for the year
ended 31 December 1997 has been added to the profit and loss reserve under the transitional
arrangements for FRS 10. On any subsequent disposal this goodwill will be written off to the profit and
loss account.

Turnover

Turnover represents income from the supply of water and other chargeable services to external
customers during the year. Turnover excludes VAT and is stated before any deduction for bad and
doubtful debts.

19
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SAUR UK —- A BEFPORT ON QUR ACTIVITH

Investment income and interest
Dividends from subsidiary undertakings are recognised in the accounts of the parent undertakings on an

accruals basis.

Dividend income in respect of shares held in other companies is recognised when declared. Interest on
loans and short term deposits is dealt with on an accruals basis. Income from investments includes
income tax deducted, or where applicable, the imputed tax credits.

Research and development expenditure
Research and development expenditure and contributions to WRc plc are charged to the profit and loss

account as incurred.

Taxation
Imputed tax credits on franked investment income and advance corporation tax on dividends paid are
treated as part of the taxation charge to the extent they are not considered recoverable.

Deferred taxation

Provision is made for deferred taxation in respect of liabilities that are anticipated to crystallise in the
foreseeable future. No provision is made for the potential tax on capital gains which could arise in the
event of disposal of investments or properties at their market values.

Foreign currencies

Assets and liabilities in foreign currencies are translated at the rates of exchange ruling at the balance
sheet date. Transactions in foreign currencies are recorded at the rate of exchange ruling at the date of
the transaction. All differences are taken to the profit and loss account.

Investments
Investments are stated at the historical cost to the group less provision for permanent diminution
in value.

Infrastructure renewals accounting

Infrastructure assets comprise the network of systems relating to water distribution, such as water mains
and surface reservoirs. Expenditure on infrastructure assets relating to increases in capacity or
enhancements of the network is treated as additions. Expenditure on maintaining the operating capability
of the network in accordance with defined standards of service is charged as an operating cost.

No depreciation is charged on infrastructure assets because the network of systems is required to be

maintained in perpetuity and therefore has no finite economic life.
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With effect from 1 April 1989 the charge for infrastructure renewals expenditure also takes account of
the planned expenditure on maintaining the operating capability of infrastructure assets in accordance
with the operational policies and standards underlying the companies’ Asset Management Plans.

The timing of the investment programme results in uneven patterns of infrastructure renewals
expenditure. Charges to the profit and loss account therefore comprise, in accordance with common
practice in the water industry, actual expenditure together together with accruals/prepayments which
recognise the average planned expenditure identified in the Asset Management Plans.

Grants and contributions in respect of infrastructure assets

In certain circumstances third parties make non-returnable contributions towards the cost of specific
infrastructure assets. Capital contributions towards infrastructure assets are deducted from the cost of
these assets. This is not in accordance with Schedule 4 to the Companies Act 1985 under which
infrastructure assets should be stated at their purchase price or production cost and capital contributions
treated as deferred income and released to the profit and loss account over the useful life of the
corresponding assets.

The directors are of the opinion that, as infrastructure assets have no finite economic lives for the reason
set out above and the capital contributions would therefore remain in the balance sheet in perpetuity,
the treatment otherwise required by the Companies Act 1985 would not present a true and fair view of
the group’s effective investment in infrastructure assets. Movements in capital contributions and the net
book value of infrastructure assets before and after the contributions are set out in note 12 which
therefore shows the effect of the group’s policy.

Grants and contributions in respect of non-infrastructure assets
Grants and contributions received in respect of non-infrastructure assets are treated as deferred income
and released to the profit and loss account over the estimated useful lives of the relevant assets.

Depreciation
Frechold land and infrastructure assets are not depreciated. Other fixed assets are depreciated on a
straight line basis over their estimated useful lives which are principally as follows:

Years
Frechold buildings 80
Operational structures G0 - 80
Plant and machinery including telemetry 10 - 35

Vehicles, mobile plant, office equipment and computers 3-7

21
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SAUR UK ~ A& REPORT ON QUR ACTIVITIES

Amortisation

The negative goodwill arising from the purchase of the minority interests of the SAUR Water Services
group has been capitalised in accordance with FRS 10. Negative goodwill would normally be released to
the profit and loss account with the depreciation of the non-monetary assets acquired. However, the
majority of the assets acquired are infrastructure in nature and have no finite life, therefore the negative
goodwill will be carried in the balance sheet without amortisation. This is a departure from the specific

requirement of companies legisiation in order to give a true and fair view.

Leased assets

Assets acquired under finance leases are included in tangible fixed assets and are depreciated over their
estimated useful economic lives on a straight line basis or period of the lease if shorter. Their related
obligations, representing the capital element of future rentals, are included in creditors. The interest

element of rentals is charged to the profit and loss account as incurred.

Payments in respect of assets held under operating leases are charged to the profit and loss account as
incurred.

Stocks and work in progress

Stocks are valued at the lower average cost or net realisable value. No value is placed upon stocks of
treated water in accordance with usual practice in the water industry. Work in progress for chargeable
services is valued at the lower cost and net realisable value.

Pension costs

The assets of the principal pension schemes are held separately from those of the group. The cost of
contributions to the scheme is charged to the profit and loss account on a systematic basis over the
average service lives of the employees concerned. All contributions are determined by an independent
qualified actuary at periodic intervals using the projected unit method. Further details are given in
note 27.




SAUR UK - A REPORT ON OUR ACTIVITIES
2. Analysis of sales, profit before tax and operating net assets
Water supply ‘Water supply Other Other Total
12 moaths 12 months 12 months 12 months 12 months
ended ended ended ended ended
31 Dec 1998 "31 Dec 1997 31 Dec 1598 31 Dec 1957 i 31 Dec 1998
£000 £000 £000 X000 - £000

e R

Total

12 months
cnded

31 Dec 1997
£000

Turnover

Measured water sales 32,681 30,736 - - 32,681 20,736

Unmeasured water sales ‘62,109 62,526 - - 62,109 62,826

Rechargeabie sales 3,277 1,616 - - 3,277 1,616

Cther sales 719 1,896 48,608 54,683 49,327 56,579

Total sales 98,786 97,074 48,608 54,683 147,394 151,757

Intersegment sales (488) 6] (4,406) (14,425) {4,894) (14,433)
Sales to third parties 98,298 97,066 44,202 40,258 142,500 137,324

Attributable profit/(loss)

before interest 41,425 42,2832 (7,476) 7. 752> 33,949 34,531

Net interest payable and

net profit on sale of

investment (12,929) (7,743
Profit before tax and

minority interests 21,020 - 26,788

Non interest bearing

net asscts 790,390 727,040 9,495 52,516 799,885 779,556

Interest bearing net

liabilities (131,976) {77,828) (23,563) {66,078) (155,539) (143,906)
Consolidated net assets/

{net liabilities) 658,414 649,212 (14,068) (13,562) 644,346 635,650

L,

99% of turnover arose within the United Kingdom.

23
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SAUR UK -

3. Other operating income

& REPORT ON OUH ACTIVITIES

12 months
ended

31 Dec 1998
£000

12 months
ended

31 Dec 1997
X000

T RN S R LA A

Profit on sale of fixed assets
Rents receivable from land
Sundry income

406
71
2,650

3,127

BROLTRSES ’hca.“Er-_‘- pg e b SR e T e FERCE S 2

e, T

4, Interest receivable and similar income

12 months
ended

31 Dec 1998
£000

I S N S R T N Y R I A N e Nl L N AT S R TS

12 months
ended

31 Dec 1997
L0000

T T T T Ty ey T

Interest receivable on bank deposits

Income from fixed asset investment

Other income

Interest receivable from fellow subsidiary undertakings

179

26
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5. Amounts written off investments

12 months
ended

31 Dec 1998
£000

12 months
ended

31 Dec 1997
£000

| SRR e e DR R AR o T D B e

D T R R T R B

T T

T T e

Provision against investment

10

Negative minority interest written off on acquisition of minority - 74
— 84
- Frh R T T e p e gy o B e S RSy n o e B i g it




SAUR UX - A REPORT OKR CGUR ACTIVITIES

6. Interest payable and similar charges

12 months 12 months
ended ended
31 Dec 1998 31 Dec 1997
£000 £000
e S DT e P o o b e, s
Interest payable on bank loans 6,636 6,354
Interest on other borrowings 1,835 1,734
Interest payable on loans from immediate parent undertaking 1,571 1,409
Interest payable on finance leases which expire:
Within 5 years 317 459
After 5 years 2,222 1,817
Other charges 555 521
13,136 12,294
) PR 5 = ) A T B S A A TR R 2
7. Profit on ordinary activities before taxation
~ 12 months 12 months 12 months 12 months
ended ended ended ended
31 Dec 1998 31 Dec 1998 31 Dec 1997 31 Dec 1997
£000 £000 £000 X000
| RICT A T S I R I T R AT T F A T N L S A A N S T RS A g e S PN M ]
Profit before taxation is arrived at after
charging/(crediting):
Depreciation:
Owned assets 9,322 9,700
Leased assets 2,509 2,657
11,831 12,357
Rates and abstraction charges 5,761 6,194
Hire charges 227 968
Operating lease rentals:
Plant and machinery 947 533
Other assets 793 658
1,740 1,191
Profit on disposal of fixed assets (486) 406)
Loss on disposal of goodwill 304 -
Auditors’ remuneration:
Statutory audit
- company 41 38
- subsidiaries 172 199

Non audit work 232 157
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8. Profit and loss account of the company
No profit and loss account is presented for the company as permitted under section 230 of the
Companies Act 1985, The result for the year is set out in note 22 to the financial statements.

9, Directors and employees

The average number of persons employed by the group (including executive directors) during the
year was:
12 months 12 months
ended ended
51 Dec 1998 31 Dec 1997
2000 2000

T R Ao T —— T L e T ey Tt T e

Operations 1,299 1,511
Engineering 42 53
Management and administration 525 297

1,866 1,861
B T T T e T T T el P
The aggregate payroll costs of these persons were as follows:

12 months 12 months
ended ended

31 Dec 1998 31 Dec 1997
£000 £000

AR A s e T e AN W Mo T A 4 7 TR A R AN ORI B S

e T

Wages and salaries 33,434 32,250
Social security costs 3,160 3,043
Pension costs 1,703 1,752

38,297 37,045
A N I S DAL L S R B S T I A N N T L N o NI e S R R G N NI e S
Remuneration of directors

12 months 12 months
ended ended

31 Dec 1998 31 Dec 1997
£000 £000

R A SR T A U e T S Y 1 2 A A T A T SPGB S ]

Aggregate emoluments 460 427

B T T s T T T T T o T Ty ey

The aggregate of emoluments and amounts receivable under long term incentive schemes of the highest
paid director was £202,804 (1997: £188,831).

He is a member of a defined benefit scheme, under which his accrued pension at the year end was
£46,347, and his accrued lump sump was £139,042.

Retirement benefits are accruing to one director under a defined benefit scheme.
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Transactions with directors

On 14 December 1998 South East Water Limited, a subsidiary of SAUR UK Limited, acquired all the
minotity interests of the SAUR Water Services group. Patrice Rancon, Jean-Frangois Talbot and Jacques
Sennepin, who are all directors of SAUR UK Limited, held some of these minority shares and cach
received £45,873 (after deduction of basic rate tax) under the terms of the acquisition. Geoffrey Hoskins
received £4,313 and Bernard Devalan, who resigned as a director of SAUR UK Limited in April 1998,
received £9,481 under the terms of the acquisition.

10. Taxation

Group 12 months 12 months
ended ended
31 Brec 1998 31 Dec 1997
£000 2000
UK Corporation tax on profits at 31% for the period 3,939 1,924
Advance corporation tax reinstated (2,541) 4,177
Advance corporation tax written off 32 33
Tax attributable to franked investment income - 28
Under/{over) provisions in prior years (363) 108
1,065 916
B e R et ey O ST T T S T e T e S e

The effective tax rate applicable to the group is below the normal corporation tax rate of 31% because of
the utilisation of advance corporation tax balances and accelerated capital allowances.

No provision is required for deferred tax as no material Habilities are anticipated to crystallise in the
foreseeable future. The full potential tax liability, calculated on the Hability method, is set out below:

31 Dec 1998 31 Dec 1997

£000 £000
T A S B T B T T o e T LR e A N T AN P VA S 2 ) T T e o
Corporation tax at 31% deferred by reason of:
Capital allowances exceeding depreciation 23,365 26,113
Short term timing differences (285) (176)
Excess of fair value over book value of fixed
assets on subsidiaries acquired 161,061 166,430
184,141 192,367
Advance corporation tax available for set-off {4,094) (7,492)
180,047 184,875
2y LA " £2E %A e i
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11. Intangible fixed assets
On 14 December 1998, the minority interests of the SAUR Water Services group were acquired.
The aggregate book value of assets and liabilities of these minority interests are as follows:

Book
and Fair

Value
B T T T T T e e G *
Tangible fixed assets 2,640
Debtors 59
Cash at bank and in hand 1
Creditors (1,231
Deferred income 7))
Net assets 1,382
Fair value adjustment 4,121
Total fair value net assets 5,503
Consideration:
Cash 2,535
Loan notes 814
Total consideration 3,349
Negative goodwill (2,154)
B Tl R T T T e T BB T Le Tl
Cost and carrying value of negative goodwill
at 31 December 1998 (2,154
R IR S T R R R ATk B AP S0 B M B LI S n N e
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12, Tangible fixed assets
Group Land, wells, Flant,
reservoirs equipment,
and buildings Mains and vehicles Total
£000 £000 £000 £000
T o s ey - TR pot ™ (hean Y
Cost
At 1 January 1998 260,468 499,609 145,114 905,191
Reclassification 73 (6,449) 7,224 -
Additions 2,667 15,699 12,047 20,413
Disposals (1,148 - (2,513) (3,661)
At 31 December 1998 261,212 508,859 161,872 931,943
R T T R R O R 1 I I T R e D IR e A A e ARSI ST N BTN
Depreciation
At 1 January 1998 25,720 - 43,217 68,937
Reclassification 73 - a3 -
Charge for the year 3,087 - 8,744 11,831
Disposals (141> - (1,326) (1,467
At 31 December 1998 28,73 - 50,562 79,301
A B A L S T AR P R N TS TR P R RN N R A S NG R e UL s TR T
Net book value at 31 December 1998 232,473 508,859 111,310 852,642
Less capital contributions - 27,477 - (27,477
Net book value after third party contributions
are deducted at 31 December 1998 232,473 481,382 111,310 825,165
oo R N A g S T s T T o LT e or e o aroekos § it R iy g e S S IR R R I
Including - leased assets 6,383 7,223 24,003 37,609
~ assets under construction 2,311 11,254 23,844 37,409
Net book value after third party contributions
are deducted at 31 December 1997 234,748 473,742 101,897 810,387
N S P ERSL IS SR AN A I e R R R e L N S NS B N N T A R e e DA S e T
Including - leased assets 6,524 8,004 24,109 38,637
- assets under construction 3,819 21,740 15,697 41,256
Capital contributions
At 1 January 1998 25,867
Received during the year 1,610
At 31 December 1998 27,477
R N P s R e P 5 TR R RN R I RN 7, M SIS TN N T e PO
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12. Tangible fixed assets (continued)

The recorded cost of fixed assets reflects the fair value of the fixed assets of subsidiary companies at the
effective date of acquisition plus subsequent additions at historical cost. The fair value of fixed assets at
acquisition exceeded the historical cost by £564 million.

The net book value of land, wells, reservoirs and buildings includes £135 million in respect of
depreciable assets. Frechold land and buildings held by the group at 31 December 1998 amount to
£110 million. Short leasehold land and buildings held by the group at 31 December 1998 amount to
£1.7 million. The related depreciation charge in the year was £185,000.

The depreciation charge for the year for assets held under finance leases was £2.5 million.

Company Office
equipment
and vehicles
%000

F NS AP D AN S T e T AN A 2 R S AT B I T B Y N e i e L P T R Ry NN

Cost

At I January 1998 260
Additions 78

At 31 December 1998

sy ESE T Oy e

Depreciation

At 1 January 1998 107
Charge for the vear 78
At 31 December 1998 185
s AR I I P Sy N AT A M N N L G I Y A AT R S NI N T N S BRI o

Net book value at 31 December 1998 153

At 31 December 1997 153
e e O 5 AT SR W S o) «: i T T T e e e T s
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13. Investments
Group Listed Other Loans
investments investments to fellow
shares shares subsidiaries Total
£000 £000 2000 £000
I L D e DN A U Y O SO TS ST T D g
At 1 January 1998 - 8 150 158
Additions 874 - 641 1,515
Repayment by fellow subsidiary - - (600) (6O
Disposals - ) - (8)
Provision - - (191> (191>
At 31 December 1998 874 — — 874
| e T L S A IR oo Oy e oo Y e B sttt T Vs S
* The market value of listed investments at 31 December 1998 was £876,933.
Company Listed Investment in subsidiary
investments undertakings:
Shares Shares Loans Fotal
£000 £000 £000 £000
| BRI S e T N o T T e T PR T
Cost
At 1 January 1998 - 58,871 48,960 107,831
Additions 874 - 841 1,715
Disposals/repayments - e li1)] (47,057) 47,157
At 31 December 1998 874 58,771 2,744 62,389
B e O e Sy e T AR D RN AR 7 S PR M AN A
Provisions
At 1 January 1998 - 925 2,353 3,278
Charged to the profit and loss account during year - - 191 191
At 31 December 1998 - 925 2,544 3,469
R S e e R A B A TS T T T A T T P N TR R R S o Ty B AN
Net book value
At 31 December 1998 200
TG TS 5 = A, R RS
At 31 December 1997 - 57,946 46,607 104,553
N R Ty Y e N TR e T
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13. Investments (continued)

Principal subsidiary undertakings
Proportion of

Company naune Type of sharm‘ shares held Nature of business

M

SAUR Water Services plc* Ordinary 100.00% Investment company

Mid Southern Water plc** Ordinary voting 100.00% Supply and distribution of water
Ordinary non-voting  100.00%

South East Water Limited** Ordinary 100.00% Supply and distribution of water

Eastbourne Water plc** drd.ina.ty voting 100.00% Supply and distribution of water
Ordinary non-voting  100.00% Supply and distribution of water

Mid-Sussex Water plc™ Ordinary voting 100.00% Supply and distribution of water

West Kent Water plc*™ Ordinary voting 100.00% Supply and distribution of water

: Ordinary non-voting  100.00%
SAUR Services Limited* Ordinary 100.00% Facilities management
Dynamco Limited** Ordinary 100.00% Engineering services and
- contracting

ECOVERT Limited** Ordinary 100.00% Waste collection & disposal

ECOVERT South Limited™ Ordinary 100.00% Facilities management

Ecovert Group Limited* Ordinary 100.00% Environmental services

Ecovert Services Limited** Ordinary 100.00% Transport services

All principal subsidiary companies are incorporated in Great Britain and registered in England and Wales.
* Held directly by SAUR (UK) Limited.
** Held via a subsidiary undertaking.
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14. Stocks
Group Company
31 Dec 1998 31 Dec 1997 31 Dec 1998 31 Dec 1997
£000 £000 £000 £000
E R ‘s T 2 G = 3 55 T G T S e e T T
Raw materials and consumables 859 1.335 — -
Work in progress 938 167 78 -
78 -
15. Debtors
Group Company
31 Dec 1998 31 Dec 1997 31 Dec 1998 31 Dec 1997
£000 000 £000 000
I T ¥ AT SN 2 R g TS e T T NRE B o
Trade debtors 26,200 21,791 - 33
Other debtors 2,209 3,814 160 43
Prepayments 3,371 4,878 6 70
Amounts due from group undertakings 511 464 5,645 2,196
32,291 30,947 5,811 2,342

T B o

T

R T R T : s T

Other group debtors include £nil (at 31 December 1997: £38,000) due after more than one year.

23,
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16. Creditors: amounts falling due
within one year
Group Company
31 Dec 1998 31 Dec 1997 31 Dec 1998 31 Dec 1997
%000 X000 £000 X000
S T T A I I A S PN - ER I A A D A A
Bank loans and overdrafts 2,485 3,153 - -
Trade creditors 5,409 3,306 265 143
Redeemable loan notes 814 - — -
Net obligations under finance Ieases 2,613 2,554 - -
Dividends payable to minorities - 57 — -
Corporation tax 2,999 3,223 1,500 1,500
Other taxes and social security 1,574 3,918 16 14
Other creditors 1,575 967 162 71
Accruals and deferred income 23,934 26,420 157 289
Water guarantee deposits — 1,540 - -
Amounts owed to parent and fellow
subsidiary undertakings 7,822 9,733 5,485 4,909
Amounts owed to subsidiary undertakings - - 210 576
49,225 54,871 7,795 7,502

Redeemable loan notes

All loan notes are redeemable at par at the option of the loan note holder. Interest on loan notes is
payable six monthly at LIBOR less one half per cent as determined at the commencement of the

interest period.
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17. Creditors: amounts falling due
after more than one year

GUR ACTIVITIESR

Group Company
31 Dec 1998 31 Dec 1997 31 Dec 1998 31 Dec 1997
%000 £000 £000 X000
D R N v NP R RN T N T N I A e S R Ay T R
Irredeemable debenture stock 716 717 - -
Redeemable debenture stock 14,900 14,900 - -
Other term loans and creditors repayable:
Between one and two years 81,500 49,724 (55) 49,724
Between two and five years — 32,496 - -
After five years 8,048 - 8,000 8,000
Obligations under finance leases:
Between one and five years 9,582 8,491 — -
After five years 20,246 22,064 - -
Mains deposits 1,618 - - -
Amounts owed to parent undertaking 15,147 15,000 15,147 15,000
151,757 143,392 23,092 72,724
T R T T A T S B e e o7
31 Dec 1998 31 Dec 1997
£000 £000
e ARACHEPCL LT PREREANATY PEERER % B e B e
Irredeemable debenture stock
3.5% perpetual stock 360 360
4% perpetual stock 87 87
5% perpetual stock 202 202
5.5% perpetual stock 5 5
6% perpetual stock 62 63
716 717
T T T

a5
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§

17. Creditors: amounts falling duc
after more than one year (continued)

Group
31 Dec 1998 31 Dec 1997
£000 £000
O N I TN R N 0 M R R L A R B A S O i N A SR S S e
Redeemable debenture stock maturing
after more than one year
12.5% debenture stock 2004 3,800 3,800
11.5% debenture stock 2005/2009 1,600 1,600
12% debenture stock 2010 3,500 3,500
11% debenture stock 2012/2016 3,000 3,000
10% debenture stock 2013/2017 3,000 3,000
14,900 14,900
KT R e e T T o L S T T

All debenture stocks apart from the irredeemable stocks are redeemable at par in the year stated.
Where more than one redemption year is quoted it is at the group’s option to redeem the stock at any
time between the dates stated. Interest on debenture stock is payable six monthly at the rates stated.

Group Compatry

31 Dec 1998 31 Dec 1997 31 Dec 1998 31 Dec 1997
5000 £000 %000 X000

T b T g T T AE e AT
Mains deposits - 346 - -
Term loans 89,548 81,874 7,945 57,724
89,548 82,220 7,945 57,724

RN T et e N LA x R, Ry SRR

Term loans include the following facilities:
A £50 million revolving loan facility expiring in March 1999, net of issue costs which are amortised over
the life of the facility. Drawings at 31 December 1998 were £nil: (31 December 1997: £50 million).

A £92 million variable rate syndicated revolving loan facility expiring in April 2000. Drawings at

31 December 1998 were £81.5 million (31 December 1997: £24 million). A new facility is being negotiated.
A £15 million term loan facility expiring in October 2008. Drawings at 31 December 1998 were

&8 million (31 December 1997: %8 million).




SAUR UX - A REPORT ON QUR ACTIVITIES

18. Provisions for liabilities and charges

Group Provision
for losses

on long term

contracts

£000

B TR T B X N S S A T R P A R T T L D Y S NG T N i N G T A IR R ok Dl

At 1 January 1998 432
Expended during the year 43
Charged to profit and loss account during year 20

At 31 December 1998 409

B T T e T e e e e B T e

Company
The company has a provision for deferred taxation of £31,000 (31 December 1997: £88,000) and a
provision for losses on long term contracts of £279,000 (31 December 1997: £279,000)

19. Deferred income
Group Infrastructure

T S ey e e T e

At 1 January 1998 13,496
Amortised (748)

At 31 December 1998 12,748

: P e i T T ATy RS oo X R T, e B, RTINS R T S R SR S CLT S e TR

20. Called up share capital
31 Dec 1998 31 Dec 1997
£000 £000

Authorised, called up, allotted and fully paid
Ordinary shares of £1 each 31,800 31,800

A7
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21. Capital reserves

Group %000
75 N = AR ST Y RS pag SN >
At 1 January 1998 494,963
Disposal of goodwill 304
Transfer to the profit and loss acccount (495,267)

At 31 December 1998

D e e e B AN S

R i g AT i e e

22. Profit and loss account

Group Company
£000 £000

B L e et B e R I S RN S S G T s Ao L B T e
At 1 January 1998 103,577 6,356
Retained profit for the year 13,670 1,378
Transfer from capital reserves 495,267 -
At 31 December 1998 612,514 7,734

B L T e Ty T S P

23. Reconciliation of movements in sharcholders’ funds

Group 31 Dec 1998 31 Dec 1997
£000 000
I A N T N RN IV IR SIS A 0 T i3

Profit for the year 19,670 25,579
Dividends (6,000) (1,500)

Disposal of goodwill 304 -
Goodwill written off — (38)

Net addition to shareholders’ funds 13,974 24,041

Opening shareholder’s fund 630,340 606,299

Closing sharcholders’ funds 644,314 630,340
o4 = RN NS T PR G PT




SAUR UK - A REPORT ON QUR ACTIVITIES
24. Equity minority interests
Non voting Voting
shares shares ‘Total
%000 £000 £000
B e T L T e oy e s T T AT T 5 z % T ] o) g
At 1 January 1998 74 5,236 5,310
Share of profit before dividends - 266 266
Minority share of dividends - €3} “D
Disposals (note 11) TH (5,429 (5,503)
At 31 December 1998 — 32 32
N T e LA e S NI R R T P SN T T e et T T AT T I
Dividends of £19,000 (12 months ended 31 December 1997: £36,000) are payable in respect of
non-voting shares.
25. Commitments
Capital Commitments
At 31 December 1998 the group had the following authorised comnmitments: £000
Contracted 3,943
Non-contracted 152
4,095
PITTIE T ETIT N I A e e T N T T e S

The company had capital commitments of £8,000 (at 31 December 1997: £40,000).
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26. Operating leases

The up’s commitments in respect of operating leases are as follows:
group P P

31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
1998 1997 1998 1997 1998 1997
Land and Land and
buildings buildings Other Other Total Total
£000 £000 £000 £000 £000 £000
Amounts due in the following year
on leases expiring:
Within one year — 3 35 205 35 208
Within two 1o five years 19 177 1,429 583 1,448 760
After five years 335 597 - - 335 597
354 777 1,464 788 1,818 1,565
L 3 o % LT T - = = T =

27. Pensions

The total pensions cost of the group for the year was £1,703,000 (12 months ended 31 December 1997:
£1,752,000), being the sum of the costs of the two pension schemes available for group employees,
namely the SAUR Water Services plc Pension Scheme for water services employees and the ECOVERT
Pension Scheme for environmental services employees. In respect of these schemes the pension cost
charged to the profit and loss account in the case of defined benefit arrangements is such as to spread
the cost of pensions over employees’ working lives with the company as a constant percentage of
pensionable payroll. In the case of the defined contribution arrangements the pension cost charge
represents the contributions payable by the company under the rules of the Scheme.

The SAUR Water Services plc Pension Scheme

The SAUR Water Services plc Pension Scheme (SWSPS) provides benefits on either a defined benefits
basis or a defined contributions basis depending on the category of membership. The Scheme was
originally contracted-out under the Guaranteed Minitmum Pension Test. However, after taking
independent actuarial advice, at 6 April 1997 the companies chose to contract out the Scheme under the
Protected Rights Test,
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27. Pensions (continued)

The latest actuarial valuation of the scheme was carried out as at 1 April 1996 by independent actuaries
and contribution rates were set for group undertakings inclusive of Scheme expenses at 7.2% of
pensionable remuneration for the scheme year of 1996/97 and 7.4% of pensionable remuneration
thereafter. The companies contributed to the SWSPS at 8% of pensionable remuneration until 5 April
1997. After this date, after taking independent actuarial advice, the companies reduced their contribution
rate to 6.75% of Pensionable Remuneration to allow for the additional National Insurance rebate which
will be paid to the Scheme as a result of the change in the contracted-out status of the Scheme.

Date of latest actuarial valuation 1 April 1996

Actuarial method Projected unit credit

Rate of return on investment 9% p.a. compound

Rate of general increase in salaries 6% p.a. compound

Rate of increase in pensions 4.5% p.a. compound

Market value of assets at 1 April 1996 £68.7 million

Level of funding at 1 April 1996 113%

Comments on material surplus or deficit The excess of assets over accrued liabilities has

arisen largely because past performance has been

better than originally assumed.

The market value of assets at 31 December 1998 is £92 million.

Members leaving are assumed to be replaced by new entrants so that the average age of the membership

remaing constant.

The surplus shown is being recognised over the average service lives of employees and contributions for

participating companies are based on costs across the group as a2 whole.

41
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27. Pensions (continied)

The ECOVERT Pension Scheme

The ECOVERT Pension Scheme (EPS) is funded and provides benefits on a defined contributions basis to
employees of the environmental sector of the group and on a defined benefits basis (the Final Salary
Plan) for certain employees transferred from Stalwart Environmental Services Limited. Employees may
switch from defined contributions to defined benefit after 10 years’ company service. A new defined
benefit section of the Final Salary (LGSS) Plan was established in 1995 for individuals whose contract of
employment was transferred from a public sector organisation to ECOVERT companies including
ECOVERT South Limited. Pension benefits accrued with the previous employer were left frozen in the

previous pension arrangements.

An actuarial valuation was completed as at 6 April 1996 and contributions were set in accordance with
the advice of the actuary as contained in the letter of 1 April 1997, The current company contribution
rates in respect of the defined benefit sections are 16.7% of Pensionable Pay (less employees’
contributions of 5% or 6% of Pensionabile Pay) for the Final Salary (LGSS) Plan and 11.7% for the Final

Salary Plan.

In respect of the defined contribution section, the companies contribute at rates to match the members’
permitted contributions plus 1.6% of Pensionable Pay for Life Assurance and Scheme expenses.

Money Purchase Plan and Final Salary Plan

Date of latest actuarial valuation G April 1996

Actuarial method Projected unit credit

Rate of return on investment 9% p.a. compound

Rate of general increase in salaries 6.5% p.a. compound

Rate of increase in pensions 4.5% p.a. compound

Market value of assets at 1 April 1996 £1.4 million

Level of funding at 1 April 1996 95%

Comments on material surplus or deficit The deficit of assets over accrued liabilities has

arisen largely because the ill-health experience has

been worse than originally assumed.

The market value of assets at 31 December 1998 is £4.3 million.

Members leaving are assumed to be replaced by new entrants so that the average age of the membership
remains constant.
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28. Contingent liabilities
Group

There are contingent liabilities arising from performance bonds in respect of group undertakings
contracts amounting to £1,288,000 (at 31 December 1997: £2,196,000).

Company

The company has entered into cross guarantees with subsidiaries in relation to a composite bank
accounting facility. There were borrowings of £1,448,000 from this facility at 31 December 1998
(at 31 December 1997 Lnil).

In addition, the company has guaranteed commitments in relation to subsidiary undertakings as follows:

31 Dec 1998 31 Dec 1997

£000 X000

stz B L T R N Y e 7 AL R AN e R D 0 T T e S S R TR T T Nt
Performance bonds 1,288 2,196
Lease commitments 5,516 4,470
6,804 6,666

P A A A R A B D L N P WA T N s O RS M PSR AR NN,

In respect of SAUR (UK) Limited’s obligations arising from its banking facility with National Westminster
Bank ple, there exists a charge over certain items including the issued share capital of SAUR Water

Services plc.

In addition, there exists a second charge over the shares of SAUR Water Services plc in respect of the
facility between SAUR (UK) Limited and De Nationale Investeringsbank N.V.
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29. Reconciliation of operating profit to net cash inflow from operating activities

12 months 12 months
ended ended
31 Dec 1998 31 Dec 1997
£000 £000
& T s 3 W R AR SRR TR ST T e ST
Operating profit 33,949 34,531
Profit on disposal of fixed assets (486) 406)
Cost of goodwill written off 304 -
Depreciation 11,831 12,357
Movement in provision for infrastructure renewals - a4
Movement in provision for pensions - (1,726)
Movement in provision for losses on contracts 23) (355)
Amortisation of deferred income (748) (749
Increase/(decrease) in trade creditors (4,570) 3,242
(Increase)/decrease in trade debtors (1,701) (2,467
Decrease/(increase) in stocks (295) 496
Net cash inflow from operating activities 38,261 44,776
e A TR T P T R T R - "
30. Net cash inflow/(outflow) from financing
12 months 12 months
ended ended
31 Dec 1998 31 Dec 1997
£000 000
B e e e g Pt e L A e Y P K I M, S
Increase in loan from parent undertaking 147 -
Refund/(receipt) of deposits (345) 141
Capital element of finance lease repayments (3,276) (3,264)
Repayment of short term loans 3) -
Drawdown of term loans 173 189
Redemption under syndicated loan facility 7,500 (6,000)
Redemption of debentures 10 -
Net cash inflow/(outflow) from financing 4,195 (8,934)
== SN SN S L s
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31. Amnalysis of net debt

At At

1 January 31 December

1998 Cashflow 1998

£000 £000 £000
=S i B TS t S S TR TR " O RS SR

Cash at bank and in hand 4,847 (4,335) 512
Overdrafts (3,153) 668 (2,485)
1,694 (3,667) (1,973)
Loans (112,840) (7,471)  (120,311)
Finance leases (33,109) 668 (32,441)
Net group debt (144,255) (10,470) (154,725)

N D L N s S T A '?'-\x'gz'xns....... B T e B aa o T Sy T i L e D T e o LS yeardte Lopds & bo TS TN

32. Related party transactions
The related partics outside the SAUR UK group, as defined by Financial Reporting Standard 8, nature of
relationship and extent of transactions with those parties during the year are summarised below:

12 months 12 months

ended ended

31 Dec 1998 31 Dec 1997

£000 £000

Management charges from SAUR International SA 4,268 4,749
Recharge of expenses from SAUR International SA 986 575
Interest charges from SAUR International SA 1,572 638
Interest charges from SAUR SA - 771
Management charges to Pipeway Limited 661 -
Purchase of services from Pipeway Limited 15,714 13,134
Sale of services to Pipeway Limited 155 66
Management charges to Stereau (UK) Limited - 140
Purchase of services from Stereau (UK) Limited 35 884
Sale of services to Stereau (UK) Limited 8 18
Interest charges to Stereau (UK) Limitec 26 -

Transactions between companies in the SAUR UK group and directors of SAUR UK are described in

note 9 - Directors and employees.
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32. Related party transactions (continued}

Amounts owed to related parties were as follows:
31 Dec 1998 31 Dec 1997

£000 £000
| B LRGN CHETEERET = - sorep o =
SAUR International SA. 5,656 4,908
Pipeway Limited 1,683 3,319
Stereau (UK) Limited 84 1,065
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Amounts owed by related parties were as folows:
31 Dec 1998 31 Dec 1997

%000 £000
iz o SR CACRA R e T = G Ty
Intrafor SA 5 -
Bouygues UK 48 -
Quille SA 57 22
SAUR (freland) Limited — 1
SAUR International SA 2 -

SAUR (UK) Limited is controlled by SAUR International SA, and ultimately controlled by Bouygues SA.
SAUR International SA owns 100% of the issued share capital of SAUR (UK} Limited.

SAUR SA owns 100% of the issued share capital of SAUR International SA.

Stereau (UKD Limited and Pipeway Limited are fellow subsidiaries, controlled by SAUR SA and ultimately
controlled by Bouygues SA.

Quille SA and Intrafor SA are subsidiaries of Bouygues SA.

33. Ultimate parent company

The smaliest group of companies into which the results of the company are consolidated is that headed
by SAUR International SA. The largest group of companies into which the results of the company are
conéolidatcd is that headed by Bouygues SA, which is also the company’s ultimate parent undertaking.
Both parent undertakings are incorporated in France. The financiat staternents of Bouygues SA may be
obtained from 1 avenue Bugene Freyssinet, 78064 St Quentin en Yvelines, Cedex, France.

—
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