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SAUR UK is part of the international SAUR group of companies,
world leaders in the private management of public utilities,
serving over 35 million customers in 35 countries worldwide.

The main activity in the UK is the management of water supply
to 1.4 million customers through two water companies, South
East Water and Mid Southern Water.

Through Ecovert Group, the company works in partnership

with public and private sector clients to manage a range of

environmental services.

In addition the group provides design consultancy and project
management expertise to the UK and international water
industries, together with scientific services and professional
building activity.
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financial highlights

The 1997 results reflect the group’s continuing success, returning a
. profit before tax of £26.8 million on a turnover of £137.3 million.

Metered water sales increased by around 7% as more customers
transferred to meters under the free meter option scheme. The increase
was offset by a decline in unmetered water sales and the continuing
impact of price increases of 1% less than the rate of inflation.

Capital investment increased to £33.6 million, of which nearly

£30 million related to the group’s water activities. This supported the

extensive mains rehabilitation, metering and leakage control

programmes. Rigorous cash management enabled these investments to
_be funded from operating cash flows.

Net debt reduced by £13 million over the year.
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chairman’s statement

SAUR UK a report on our activities

The group works at the

heart of ever
it serves

Results

It gives me great pleasure to announce the financial
-results for the SAUR UK group for ithe 12 months ending
December 1997, Turnover for the period was £137.3 million
and pre-tax profits were £26.8 million.

Capital investment in the water business through SAUR
Water Services remained a significant feature of our
activities during the period. Qur investment focused
strongly on water metering. ieakage control programmes
and mains rehabilitation. Some 230km of mains were
refurbished during the period.

Qur emironmental services companies Ecovert and Eeovert
South continue to operate in a highly competitive market.
Ecovert Group has been established as a holding compam
for our environmental activities, given greater strength and
focus by the addidon of a joinmt management team. Towards
the end of the vear the Ecovert Group secured a significant
contract for King's College. London. marking the successful
diversification into the facilities management markert.

During the period, the SAUR UK group’s overseas
activities have broadened significantly in the fields of water
treatment and suppiv. both in conjunction with its parent
SAUR International and in the development of
opporunitics in its owa right.

communi

Customers

The group works at the heart of every community it serves.
providing services viral to evervday life. We therefore place
great importance upon our commitment to provide
customers with the best possible service in all aspects of our |
business, from water supph to environmental services.

Directors and staff

Throughout the vear, the directors made an outstanding
contribution to support our businesses. The staff worked in
a highlv professional. flexible and efficient manner to meet
the challenges presented during the vear. Thanks are due to
the directors and staff for their continued commitment to
the growth and development of the business within the
SAUR UK group.

Bernard D
Chairm




business review

SAUR UK is part of the

international SAUR group of

companies, world leaders

} in the private management
“of public utilities, serving

~ over 35 million customers

_around the world




Water

SAUR UK throwgh SAUR Water Services is the holding company fos Mid
Southern Water and South East Water. During the vear both water companies
received Quealins Assurance 15O 9002 for all areas of thew operatons. the fir
water companies 1o do so. Water quality also improved. reaching a 99.9%
standard of perfection. Despite the driest weather for the pust 200 vears in the
South of England there were no restrictions on water wsage this summer.
Leakage control and resource management continue w be prionties,

Water continues to be a live regulatory and government issue - Mid Southern
Water ang South East Water are working cioseh with the Government on
their initiadves and with all three regulaton as the industny approaches a new
pricing review.

Resources

No water companies have been more proactive than Mid Southern Water and
South East Water in promoting the sensible use of water and in pursuing 2
resources policy which will ensure there is enough water in the lony wnm

to give cust.mers the water they want. of the highest standards and at a
reasonable price. We work closelv with the Emvironment Agenay on the

planning of long term resources and we are addressing feakiae contrul with
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equal vigour, We are aiming to reduce leakage by an average of 13% in both
companies over the next 18 months We also work closelv with customers 1o
help them use water wisels. This includes the affer of a free water meter and
other initatives. In the summer we promuoted the use of hippos — a water
efficient cistern device « and gur hippo awareness week resulied in 30.000
hippo bags being given away

Customer service
Qur customers cannot choose their water compans - our objective is o

ensure that they would choose us to supply their water if they could.

Both compinies were recognised by OFWAT ws having achieved “well above
average” performances in kev areas of customer semvice bast vear. A number of

new inidatives 10 continue this good work were introduced. including:

The Qualitv Plus programme -~ a water company and customer partnership 1o
provide customers with better communication and 10 solve their problens in
the fastest possible time and where necessay 1w pay instant compensation. Qur
challenge is to solve custumer problems quickly and in a positive, friendly way.
If we fail o deliver the senice we promise, we will pav compensation without
delav or argument. We are also effering customers a frec leul finding and

repalt sevvice and instalfing water meters free where the propeny is suitzble.
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yvith the_ demand for water
Increasing, we are focused
on improving our resources

. Q'uality

This vear buth companies contmued o improve the qualin of al water

_ delivered. In the regulatorn tests of water quahin both compames” water
scored YU comphance. Given that the Ewropean Umon and the UR have
the most stingent water quahty requirements for dimbling water - even more
than ter some botted wauters — it would be iy 1 sav ibar Mid Southern Wates
and South Eat Water customens are receming some of the best qualio wiler

in the world.

Investment

Supplving customen with sufticient high qualiey water regurdless of abnormal
weather conditions is achievable provided both Sauth East Wazer und Mid
Southers Water maintain significant investument progiammes Dunny the vear
A number of investmeny initiatives were announced including the upgrading
of the Pembun reatment works, completuon of ¢ development progromme

at owr Forest Row treatment works and significant investment in mains o
suppoit new howsing developments and improve bevebs of service to existing

CUsSIOMmMers.

Community Involvement

In addivon to giving customens the best possible senvice. witter companies atso
have a duty to involve customen in their work and to give sismething buck o
the local communities in which they opentte, Duzing the vear we became
invalved with the Berkshive Educatdon Authorite in promoung awiieness as
part of the National Curriculum. held a number of apen das v @ive customens
an insight into the workings of treamment plats, presented a 4 wheel diive
ek 1o the Scouns Association. sponsored a consevation project o preseve
rare Kent heathland and riised £5.000 for 1 hospice in the Weals, We also
sponsored The Brighton & Hove Philhiumonic Orchestra tor the second vear

and swipported perfonnances during “The French Theatre Seasin”

Environment

Ecovent Group is an emironmenta! group offering local authorives,
commerce and industry a range of senvices includimg domesdc retuse
cullection, trade waste services. sireer cleaning. recyveling. ground

mantenance and facilives management,

Ecovert Group had an encouraging vear, winning a number of imporant new
contracts including the £100 million kany's Gollege London maintenance
contract for a 25 vear periad and a muld millzon pound sludge haulage
contract fram North West Water. The group continues 10 manage Brighton's
municipdl services where itis responsible for the management of leisure
facilities. all household and trade retuse collectinon. street and beach ceaning

and park mainenance.

The group atso won three contracts in High Wycombe: a twerand-a-hadf vear
waste paper collection contract, the consuucton of a small car park and a
roadwork maintenance contract,

We anticipate tendenng for a large number of kev contracts in the coming vear.

drawing on our considerable expertence in Brighton and other areas of the UK

Consultancy
Qur UK comsultancy division works in conjunction with the international

development actvities of our parent company SAUR Inwemnational The
abjeetive 15 to provide consultaney advice wo foreign governments around the
world on their water and sewerage infrastructure and also to tender tor
internadonal water supply conuacts. Through its French and UK operatons
the SAUR consultancy weam has direct expenience in the most advanced warer
and sewerage svstems around the world. Over the past 12 months we have
strengthened all the wams operaung in this area which has allowed v




broaden our overseas ofter and alo cnabicd s L win some fotable overseas
contracts. SAUR is now one of the mast prominent water groups advising
governments overseas and our work in 1997 strengthened our posizion in this
ared. During the vear, SAUR UK was involved in projects in Poland. Eritrea,

Brazil, Grongia. Argentna, Lania. ireland and Southern Africa

SAUR UK won its first significant overseds contract on its own meeit. 1o carsy
out a pitot study for diinking water disinfection and iron removal in the
Latdan City of Lipaja. The work which is being funded b;‘ the World Bank will
Tast for six months. In Southern Africa. privatisation of the water industey is at
the primisry stages and we tendered for water'sepply and treaunent contracts
in Nelspruit and Dolphin Coast. In Poland we were the team feader on the
reoryranisation of the Bielsko-Biala water and sewerage project and were
involved in amanging the town’s financing for this project. In Brazil we were
instrumentil in the successful privatisation of the Barra de Tswca water and
sewelage company and in Argentina we reorganised. restaffed and refinanced

the Provincia de Mendoza water compam ahead of prvatsauon,

In the vear zhead we intend to extend our expertise 1 other areas around
the world and we are currently tendenng for a number of new contracts.,
Our advances in technology and [T a1 our French and UK operations will

contnue to strengthen our overseas developmen.
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we are world
leaders in
the private
management
of public
utilities
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Directors

B Devalan
{Chairman’

J-F Tatbot
(Depury Chairman®
HT Barnhcomn
(Managing Director}
CJ Gaboreau

GM Hoskins

PC Rancen

JP Senncpin

Bernard Devalan

Chairman

A professional engineer, be has speni
the last 31 years with the Bouygues
Group where he has been responsible
for major internatonal construction
projects, technical works and studies.
He has held many senivr dircctor pose
in the group, including SALR. and
currendy chaimman of COVED.

Age 63

Dick Bamhoorn

Managing Director

Educated 25 an anabvtical ¢chemist in
Holland, Mr Barnhoomn worked in the
UK as a consuliant chemist before
joining Eastbourne Water in 1973.
%lﬂt. he hddd many positions and in
1990, moved from his positon of
managing direcior 1o 54 up the
cngincenng consultancy, Dynamco. In
1993, he became managing director of
SAUR Water Services and in 1995,
managing director of SAUR UK. He is
also 2 director of SAUR internationa).

Age 51

Jean-Frangois Talbot

Deputy Chairman

A chemical engineer who began his
career with the SAUR group in 1973
In 1978 he was appointed ty
managing director of SODECI in Cote
d'Ivoire, before moving w0 SAUR Warer
Services in 1989 21 managing director,
He became managing director of
SAUR UK in 1993 and in the same
year was appointed deputy managing
director of SAUR Internadonal,
responsible for group business in the
UK and Spain.

Age 50 .

Claude Gaborean

Director .

Joined SAUR International in 1994 as
deputy director for the UK and Spain,
Previowsly with Elcatricié de France for
23 years, most recently as head of the
I jonal Division € i
comminee and head of the press office
and corporate relatons. Appainted

a direcior of SAUR UK in 1996,

Age 52




Geoffrey Hoskins

Birector

A chartered accountant, he joined
Eastbourne Warer in 1973 28 managing
director and was subsequendy elecied as
executve chaman. Became d?cq'
managing director of SAUR UK in
1993 unal his retirement as an
exerudve in 1995,

 Agr 67

Jreques Seanepin

Director

A qualified enginetr, he joined the

SAUR group in 1986 and has led the

group's expansion internationally. He is

chairman of SAUR International, of

Sterean and managing director of
AUR

Age 61

Patrice Rancon

Director

Joined the SAUR group in 1981 as
deputy director of Finance before
maving on 0 become company
secretary and group finance direcior
Appointed deputy managing director of
the SALR group in 1495, -
Age 51
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Director of Finance
EA Snaith

Company Secretary
M Pedro {Solicitor)

Group Bankers

National Westminster Bank plc
Banque Nationale de Panis
Midland Bank plc

Barclays Bank plc

De Nationale Investeringsbank NV

Gronp Auditors
KPMG
Coopers & Lybrand

Solicitors

Manches & Co
Financial Advisors
European Capital

Registered Office
22.30 Swrt Road
Frimley Green
Camberley, Surrey
GU16 6HZ

Registered No. 1990893
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directors’ report

The directors of SAUR (UK) Limited have pleasure in 7
submitting their report and the audited financial statements
for the year ended 31 December 1997.

Principal activities

The principal activitics of the group are the supply and
distribution of water, engineering consultancy and the
coliection and disposal of waste together with the development
of business in retated areas.

Business Review

Consolidated profit on ordinary activities after minority interests
and taxation for the year was £25.6 million (9 months ended
31 December 1996: £17.4 million). The financial positon at
31 December 1997 is shown in the consolidated balance sheet
on page 14 and in the company’s balance sheet on page 15.

Dividends

‘An interim dividend of £1.500.000 (4.7p per share) was paid
on ordinary shares on 2 September 1997, in respect

of the year ended 31 December 1997 (9 months ended

31 December 1996: £nil). No finat dividend is proposed.

Fixed assets

Capital expenditure on tangible fixed assets during the vear
towzlled £33.6 million {9 months ended 31 December 1946.
£26.4 million). Details of changes in wngible fixed assets are
summarised in note L1,

Directors and interests in shares

The directors at the date of this report are set out on page 8.
None of the directors held any beneficial interests in the
shares in the company during the period.

Research and Development and WR¢ plc

The group contributes to the Foundation for Water Research
and WRe plc which undertakes research in all aspects of water
indusury operations. The international research resources of
SAUR are available to the SAUR UK group.
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Employment policies

Great importance is attached (0 employee representation on
consultative committees and there are regular ligison meetings
and inrhouse journals. The group offers equal opportunities to
all applicants for employment, and for career development
which includes training.

The group’s policy on training, career development and
promotion of disabled people is. as far as possible. identical
that for other emplovees and if employees become disabled
every effort is made 1o ensure their continued employment,
with appropriate training where necessary.

A high priority is given 1o safety regulations and other matters
affecting health and safey at work with provision for meetings
and training courses as appropriate.

Donations

Charitable donations during the year amounted 10 £4,420
{9 months ended 31 December 1996: £17,512). No politica
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 company is to be proposed at the forthcoming Annual
General Meeting.

M Pedro
Company Secretary
For and on behalf of the board

10 March 1998
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statement of directors’ responsibilities

Company law rcqu,ir& the directors to prepare financial statements for each financial period which give a true and a fair view of the
state of affairs of the company and of the group, and of the profit or loss of the group for that period. In preparing those financial
statements, the directors are required to:

+  select suitable accounting policies and then apply them consistently.
* make judgements and estimates that are reasonable and prudent;

* state whether applicable accounting standards have been foliowed, subject 10 any material departures disclosed and explained in
the financial statemens;

* prepare the financial statements on the going concern basis unbess it is inappropriate o presume that the group will continue in
business.

The directors are responsible for maintining proper accounting records which disclose with reasonable accuracy at any time the
financial position of the company and of the group 10 enable them 1o ensure that the financial statements comply with the
Companies Act 1985. They also have a general responsibility for taking such steps as are reasonably open to them to safeguard the
assets of the company and to prevent and detect fraud and other irregularities.

B Devalan
Chairman

10 March 1998

11
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auditors’ report

To the members of SAUR (UK) Limited

We have audited the financial statements on pages 13 to 38.

Respective Responsibilities of Directors and Auditors

As described on page 11 the group’s directors are responsible for the preparation of financial statements. It is our responsibility w

form an independent opinion, based on our audit, on those statemenss and to report our epinion to you.

Basis of Opinion

We conducted our audit in accordance with auditing standards issued by the Auditng Practices Board. An audit includes examination.
on 2 it basis, of evidence relevant to the amounis and disclosures in the financial statements. [t also includes an assessment of the
significant estimates and judgemems 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 1o 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 siatements give a true and fair view of the state of affairs of the company and of the group as at
31 December 1997 and of the profit and cash fiows 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
11 March 1998
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consolidated profit and loss account

“for the year ended 31 December 1997

12 months 9 months
ended - ended
31Dec1997 31 Dec19%
Note £000 . £000
Turnover : 2 137,324 163,656
Cost of sales c _7 . (105,920} {78,890}
Other operating income 3 3,127 1,562
Operating profit 34,531 26,328
Profit on sale of investment 3,991 -
. interest receivable and similar income 4 644 1,219
= Amounts written off investments 5 (84) -
¢ Interest payable and similar charges & {12,294) {8.786)
Profit on ordinary activities before taxation 7 26,788 18,761
Tax on profit on ordinary activities ¢ (916} {1,246)
Profit on ordinary activities after taxation 25,872 17515
Minority interests: . 23
Voting {257) (95
Non<oting (36) (36)
Profit for the year 25,579 17,384
Dividends:
Equity (1,500} -
Retained profit 21 24,079 17,384

The income and expenditure afl 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 consohdmf:d statement of
totat recognised gains and Josses has been presented. -

L ‘\
"l‘herc is 16 difference between the profit on ordinary activities before taxation and the mta.mcd pmﬁl for the year shown above and
their historical cost equivalents. RS . .

A statement of the movement on reserves is set out in note 22.

13
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consolidated balance sheet

~as at 31 December 1997

31 Dec 1997 31 Dec 1597 31 Dec 1996 31 Dec 1996

Nete £000 £000 £000 £000
Fixed assets
Tangible assets 11 810,387 787.707
Investments 12 158 10,924
810,545 798,631
Current assets
Srocks 13 1,502 1,998
Debiors 14 30,947 28,912
. Cash at bank and in hand 4,847 629
I
!. .
: 37,296 31,539
Creditors: amounts falling due within one year 15 (54,871) (54.897)
Net current liabilities (17,575) (23.358)
‘Total assets less current liabilities 792,970 775,273
‘e Creditors: amounts falling due after more thax one year 16 . {143,392 (150.495)
F ’ - Provisions for liabilities and charges 17 : (432) {2.660)
: Deferred income 18 (13,496) (10,7613
Net assets 635,650 611,356
Capital and reserves
Called up share capital 19 31,800 31,800
Capital reserves 20 454,963 495.001
Profit and loss account 21 108,577 79,498
Equity sharcholders” funds 22 630,340 606,209
i Equity minority imerests 23 5,310 5.057
635,650 611,356

These financial statements were approved by the board of directors on 10 March 1958 and were signed on its behalf by

R e L]

Rancon
Director

14 .
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company balance sheet

"as at 31 December 1997

31 Dec 1997 31 Dec 1997 31 Dec 1996 31 Dec 1996

Note £000 £000 £000 £000
: Fixed nasets
) Tangible assets 1 153 - 144
Investments 12 104,553 P 102,744
S 104,706 102,888
Debtors 14 2,342 11,520
Cash at bank and in hand 11,701 130
. 14,043 11,650
Creditors: amounts falling due within one year i5 {1,502} {8,468)
Net current assets . 6,541 3.182
Total assets less current liabilities 111,247 106,070 '
Creditors: amounts falling due after more than one year i6 . - (72,724) (72.503)
Provisions for liabilities and charges 17 (367) (450)
Net assets . 38,156 33,117
Capital and reserves
Called up share capital 19 31,800 31.800
Profit and loss account 21 6,356 1,317
Equity sharebolders’ funds 38156 33117

These financial statements were approved by the board of directors on 10 March 1998 and were signed on its behalf by

15
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consolidated cash flow statement

for the year ended 31 December 1997
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12 months 12 months 9 moaths 9 moaths
ended ended ended ended
31 Dec 1997 31 Dec 1997 31 Dec 199% 31 Dec 1996
Note EDOO - £000 £000 - &000
Net cash inflow from opetating activities 28 44,776 30,102
Returns on investments and servicing of finance
Interest paid (10,170) (8.408)
Interest received 506 161
Dividends received 435 761
Interest element of finance leases (2,141) (2,067)
Net cash outflow from returns on investments and
servicing of finance {11,330, {9.553)
Txxation
UK corporation tax (paid) /repaid {1,988) 228
Capital expenditure and financial investment
Payments to acquire angible fixed assets (32,628) (14.662)
Loan 1o fellow subsidiary (150} -
Capiwal contributions received 1,414 747
Sale of tangible fixed assets 1,033 1.582
Sale of investment 14,897 -
Net cash outflow from capital expenditure and financial
investment - (15,434) (12,883}
Acquisitions and disposals
Payments to acquire contracts and other businesses (38) -
Net cash gutflow from acquisitions and disposals (38) -
Equity dividends paid (1,602) (308)
Net cash inflow before management of iquid resources
and financing 14,384 8,136
Net cash outflow from financing 29 (8,934) (4,270)
Increase in cash in the year/period 5,450 3,866
Recondiliztion of net cash flow to movement in net debt
Increase in cash in the year/period 5,450 3,866
Cash outflow from decrease in debt and lease financing 8,934 ' 4,270
Change in net debt resulting from cash flows 14,354 8,136
New finance leases {1,378) (12.347)
Movement in net debt in the year/period 13,006 (4,281}
Net debt at | January 1997 and 1 April 1996 30 (157,261} (152850) -
Net debt at 31 December 1997 and 31 December 1996 30 {144,255) (157,261}
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notes to the financial statements

" for the year ended 31 December 1997

1. Accounting policles

£
f- The fol[omng accounting policies have been applied consistendy 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
Consolidation

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

Non-voting share capital in subsidiary undertakings is included in minority interests at its nominal value.

Goodwill

Goodwill represents the net excess of the cost of unincorporated businesses, contracts or the shares in subsidiary undertakings over
the fair value of their separable net assets at the date of acquisition and is written off directly to consolidated reserves in the year of
acquisidon. Where the net assets acquired exceed the purchase consideration the excess is added wo the reserves of the group.

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
veference 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 asset$ as it is not anticipated that any significant portion of the assets will be disposed of in he
foresecable fulure.

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

Investment income and interest
Dividends from subsidiary undertakings are recognised in the accounts of the parent undertaking 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 1o 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 pan of the
taxadon charge to the extent they are not considered recmelab!c

Defarved taxation

" Provision is made for deferred taxation in respect of liabilities that are anuapa!.cd to cr}stalllsc in the foreseeable future. No
provision is made for the potential tax on capital gains which could arise in the event ofdlsposal of investments or properties at
their market values. :

17
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notes to the financial statements

for the year ended 31 December 1997

* investments
" Investmients are stated at the historical cost to the group tess provision for permanent diminution in value.

’ hlfaﬂrucwre renewals accounting
Infrastructure assets comprise the aetwork of systems relating to water distribution, such as water mains and surface reservoirs. '
Expenditure on infrastructure assets relating 1o increases in capacity or enhancements of the network is treated as additions.
Expenditure on maintining the operating capability of the network in accordance with defined standards of service is charged as
- an eperating cost. No depreciation is charged on infrastructure assets because the networt ofqmcms is required to be maintined
" in perpetuity and therefore has no finite economic life.

With effect from T April 1989 the charge for infrastructure renewats 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 infrasiructure
renewals expenditure. Charges to the profit and loss account therefore comprise, in aceondance with common practice in the water
industry, actual expenditure 1ogether with accruals/prepayments which recognise the average planned expenditure identified in the
Asset Management Plans.

" Grants and contributions in respect of infrastructure assets
In cerain ¢ircumstances third parties make non-returnable conuibutions towards the cost of specific infrastructure assets. Capital
consributions 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 wreated as deferved 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 infrastru¢nire assets have no finite economic lives for the reason set out above and the
capital contributions would therefore remain in the balance sheet in perperuity, 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 11 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 1o the profit
and loss account over the estimated useful lives of the relevant assets.

Depreciation

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

Freehold buildings

Operational structures

Plant and machinery including telemetry

Vehicles, mobile plant, office equipment and computers

A
.
5

*
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. _ Leased assets

';‘,:' T ‘ ‘Assets acquired under finance leases are included in tangible fixed assets and are depreciated over their estimated useful economic
N © :'fiveson isuaight line basis or period of the lease if sharter. Their related obligations, representing the capita!l element of future

" renmals, 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 aperating leases are charged to the profit and loss account as incurred.

Stocks and work in progress
Stocks are valued at the lower of 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 of cost and net realisable value,

Pension costs
The asseis 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 26.
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2. Analysis of sales, profit before tax and operating net assets

v

E-: Water Water
:a;'» supply supply Other Other Totas Totat
’ 12 months 9 months 12months | 9months 12 months 9 months
anded ended snded ended ended ended
31 Dec 1997 31 Dec 1996 31 Dec 1997 31 Dec 199 31 Dec 1997 31 De¢ 1996
Turnover
Measured water sales 30,736 21,488 - - 30,736 21,488
Unmeasured water sales 62,526 47,950 - - 62,826 47,990
Rechargeable water sales 1,616 1,012 - - 1,616 1,012
H
. Orher sales 1,856 1.469 54,683 40,992 56,579 42,461
Total sales 97,074 71,059 54,683 10999 151,757 112,951
Intersegment sales & (14) (14,425) (9,281) (14,433) {9.295)
Sales to third parties 97,666 71,945 40,258 31,711 137,324 103,656
Ausibutable profit/ (loss)
before interest 42,283 30.750 ) {7,752) (4,422) 34,531 26,528
‘ Net interest payable and net
profit on sale of investrnent (7,7435) {7.567)
Profit before tax and
minority interests 26,788 18,761
Non interest bearing
net assets - 727,040 702423 52,516 65,987 779,556 768,410
Interest bearing
net fiabilities {72,828) (77.767) {66,078) (79,287) {143,906) (157,054}
Consolidated net assets/
(net liabilities) 649,212 624,656 (13,562) (18,500 635,650 611,356

e " All turnover arose within the United Kingdom except for £23,000 (9 months ended 3t December 1996: £nil) which arose in Africa,
£68,000 (9 months ended 31 December 1996: £74,000) which arose in the rest of Europe and £33,000 which arose in Asia (9
months ended 31 December 1996: £nil). B Teote e
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3. Other operating income

) 12 months 9 months
’ 31 Dec 1997 31 Dec 1996
£000 £000
Profit on sale of fixed assets ) 406 83
. Rents receivable from land 71 43
Sundry income 2,650 1.456
3,127 1,562
4. Interest receivable and similar income
12 months 9 months
ended . ended
31 Dec 1997 31 Dec 1996
£000 £000
interest receivable on bank deposis 506 29
Income from fixed asser investment 138 1.058
Other income - 132
644 1.219
5. Amounts written off investments
12 months 9 months
ended ended
31 Dec 1997 31 Dec 1996 -
£000 £000
Provision against investment 10 -
Negative minority interest written off on acquisition of minority 74 -
&4 -
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6. Interest payable and similar charges

12 months 9 months .
ended “ended -
31 Dec 1997 31 Dec 1996
£000 £000
. Interest payable on bank loans el 6,354 4,157
" ! Interest on other borrowings T 1,784 1,299
Interest payable on loans from immediate parent undertaking 1,409 1,218
Interest payable on finance leases which expire:
within five years . 459 335
after five years 1,817 1,508
Other 521 469
12,294 8,786
7. Profit on ordinary activities before taxation
12 months 12 months 9 months 9 months
5. ended ended ended ended
¥, : 31 Dec 1997 31 Doc 1597 31 Dec 1996 31 Dec 1996
: £000 £000 £000 £000
Profit before taxation is ardved at after charging/ (crediting):
Depreciation:
owned assets 9,700 6.821
feased assets 2,657 2,060
12,357 8.881
Rates and abstraction charges 6,164 4,249
Hire charges 968 362
Operating lease rentals:
plant and machinery 538 540
other assets 658 471 s
) S Lo1
" Profit on disposal of fixed assets ‘ (83)
Auditors’ remuneration:
s atutory audit - company R 22
- subsidiaries 189 194
non audit work 157 156
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“for the year ended 31 December 1997

8.'f,Pruﬁt and foss account of the company

7 No pmﬁl and oss account is presented for the company as permitted under section 230 of the Companies Act 1985, The mwlt
for the year is set out in note 21 to the financial statements.

9. Durectors and employees

. 'Thc averagc number of persons employed by the company {including executive dn'mns} dunng the year was:

12 months S months
ended ended
31 Dec 1997 31 Dec 1986

i 7.0 Operations 1511 1.462
L : Engineering 53 135
' Management and administration 297 267

1,861 1,864

The aggregate payroll costs of these penwyns were as follows:

12 months 9 months
ended ended
31 Pec 1997 31 Dec 1996
£000 £000
Wages and salaries 32,250 24,087
Social security costs 3,043 2,045
Pension costs 1,752 1,492
37,045 27.675
Remuneration of directors

12 months

ended

31 Dec 1997

£000

Aggrééﬁte emoluments 427

e e
¥

% The aggregate of emoluments and amounts receivable under long term 1nccnuve schem of the hlghest paid director was
£188,831 (1996: £140,049).
He is a member of a defined benefit schcmc wnder which his accrued pcnston a t.hc year cnd was £41 931, and his accrued lump
sum was £125,792.

Retirement benefits are accruing to one director under a defined benefit scheme.
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‘ - 10. Taxation ] )
ke . Group T . 12 months 9 morths
: ended ended -
31 Dec 1997 310ec1996 . - .
£000 £000
UK corporation tax on profits at 33% for the period | January 1997 to 31 March 1997 and
- 31% for the period 1 April 1997 to 51 December 1997 ‘ 1,924 4,369
* Advance cotporation tax reinstated {147 {2,621}
Advance corporation tax written off 33 75
Tax attributable to franked investment income 28 212
. Under/ (over) provisions in prior years 108 {789)
i
[ 916 1,246
i

. 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 defesred tax as no material liabilides are anticipated to crystallise in the foreseeable future. The full
potential tax liability, calcutated on the liability methed, is set out below:

31 Dec 1997 31 Pec 1996
Group . . £000 £000

Corporation tax at 31% deferred by reason of:

Capital allowances exceeding depreciation 26,113 26,576 .
Shart term timing differences (176) {685)
Excess of fair value over book value of fixed assets on subsidiaries acquired 166,430 177,167
192,367 203,058
Advance corporation tax available for set-off (7,492) (6.150)
184,875 196,908

B L
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11_. Tangible fixed assets

% * Growp Land, welts, Plant,
B reservoirs equipment
and buildings Mailns and vehicles Total
£000 £000 £000 £000
Cost
At I January 1997 249,305 482,991 141,363 B78,659
Reclassification 7.954 271 {8.225) -
Additinns 3,209 16,847 14.036 33,592
Disposals - - (2.06) (2.060)
% ‘ At 31 December 1997 264,468 499,609 145,114 905,191
) Depreciation
At 1 January 1997 22,487 - 35,528 58,015
Charge for the year 5,233 - 9,124 12,357
Disposals - - (1,435) (1,435)
At 31 December 1997 25,720 - 43,217 68,937
Net book value
At 31 December 1997 ) 234,748 499,609 101,897 836,254
Less capital contributions - (25.867) - (25,867)

Net book value after third party contributions are

deducted at 31 December 1997 234 748 473,742 101,887 810,387
Including - leased assets 6.524 8,004 24,109 38,637
- assets under construction 3819 21.740 15,697 41,256

Net book value after third party contributions are

deducted at 31 December 1996 226,818 455,054 105,835 787,707
Including — leased assets 9,988 - 50,660 40.643
- assets under construction 7.669 22,450 15,654 45,813
Capital contributions
At ] January 1997 27.936
Received during the year 1415
Transfer to deferred income (3,484)
At 3] December 1997 ) 25,867
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11 Tangible fixed assets {conlinued)

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

smrgveTs

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 1997 amount to £100 million. Short leasehold land and buildings held by the group at
31 December 1997 amount to £1.013 million. The related depreciation charge in the year was £173,000.

In May 1996 subsidiary companies entered into sale and lease back arrangements in respect of plant and machinery at various
treatment works. These have been accounted for as finance leases in accordance with Staternent of Standard Accounting Practice
. {8SAP}) 21. The leases have a primary period of 15 years. The lease obligations at 31 December 1997 resulting from these
¥ transactions amounted to £8.7 million.

Office
Company asquipment
amvd vehicles
£000
Cost
At ] fanuary 1997 ’ 218
Additdons ’ 75
Disposals . ) (33}
A1 31 December 1997 ) . 260
Depreciation
At 1 January 1997 . 74
Charge for the vear 56
Dispusals | (23}
At 31 December 1997 107
Net book value
At 31 December 1997 153
At 31 December 1996 144
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12. Investments
Group Listed Other Loans to
investments investrnents follow
shares shares subsidiaries Total
£000 £000 £000 £000
At 1 January 1997 ' 16,906 18 - 10,924
Provision - (10) - {19)
Loan to fellow subsidiary - - 150 150
Disposals (10,906) - - (10.9086)
At 31 December 1997 - 8 150 158

In 5 March 1997 2,474,103 ordinary shares in Mid Kent Holdings plc were sold at a price of 520p per share.

Other investments comprise shares in WRe ple.

Conipany . Shares Loans Total

Investment in subsidiary undertakings:

Cost .

At | January 1997 ) 36,897 69,125 106,022
Additions 26,000 6,159 $2,159

Disposals/repayments (4.026) (26,324) (30.350)
Azt 31 December 1997 58,871 48,960 107,831

Provisions

At 1 January 1997 and 31 December 1997 925 2,353 3,278

Net book value

Al 31 December 1997 57,946 46,607 104,553

At 31 December 1996 35972 66,772 102,744

Included within the Joans to subsidiary undertakings is a £150,000 loan to a fellow subsidiary undertaking.
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12, Investmenls (continued)

- for the year ended 31 December 1997

Proportion of
Company name Type of shares shares held Nature of business
SAUR Water Services ple* Ordinary 100.00% Investment company
Mid Southern Water plc** Ordinary voung 99.44% Supply and distribution of water
Ordinary non~voting 90.98%
South East Water Limited** Ordinary 100.00% Supply and disuibution of water
Eastbourne Water ple** Ordinary voting 99.54% Supply and distribution of water
Ordinary non-voting 79.89%
Mid-Sussex Water ple** Ordinary voting 98.15% Supply and distribution of water
West Kent Water plc* Ordinary voting 98.72% Supply and distribution of water
Ordinary non-voting 100.00%
SAUR Services plc** Ordinary 1600.00% Facilides management
Dynamco Limited* Ordinary 100.00% Engineering services and
contracting
DYWM Limited** Ordinary 100.60% Building consultancy
ProSis Limited?* Ordinary 100.00% Information Technology Services
Ecodrive Limited* Onrdinary 100.00% Dormant
ECOVERT Management Limited** Ordinary 100.00% Building mainterrance
Deepeut Invesunents Limited* Ordinary 100.00% Investment company
ECOVERT Limited** Ordinary 100.00% Waste collection & disposal
Industrial Environmental Ordinary 100.00% Waste collection & disposal
Services Limited** & related senvices
The Fosse Group Limited** Ordinary 100.00% Waste collection & disposal
Channel Environmental Services plc* Ordinary 100.00% Waste collection & disposai
Stalwan Environmental Ordinary 100.00% Waste collection & disposal
Services Limited®*
ECOVERT Wycombe Limited** Ordinary 100.00% Waste collection & disposal
ECOVERT DLS Limited** Ordinary 100.00% Waste collection & disposal
Trehir Development Ordinary 81.00% Waste collection & disposal
Company Limited**
ECOVERT South Limited** Ordinary 100.00% Management of municipal services
SAUR Environmental Services Lid* Ordinary 100.00% Environmental Services

(renamed Ecovert Group Lid on 9/2/98)

All subsidiary undertakings 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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~ 13. Stocks
- Group
: 31 Dec 1997 31 Dec 1996
£000 £000
Raw materials and consumables 1,335 1,364
-Work in progress 167 634
1,502 1,998
14. Debtors
Group Company

31 Dec 1997 31 Dec 1996 31 Dec 1997 31 Dec 1996
£000 £000 £000 £000
Trade debtors 21,791 21.327 33 -
Other debtors 3,814 2,306 43 190
Prepayments B 4,878 4,641 70 31
Dividends receivable from group undertakings - - - 6,700
Amounts due from group undertakings 464 638 2,196 4,599
30,947 28912 2,342 11,520

Other group debtors include £38,000 (at 31 December 1996: £41.000} due after more than one year.

15. Creditors: amounts falling due within one year
Group Company

31 bec 1997 31 Dec 1996 31 Dec 1997 31 Dec 1996
£000 2000 £000 £000
Bank loans and overdrafis 3,153 4,385 - 457
Trade creditors 3,306 5,648 143 308
_.Netobligatons under finance leases 2,554 3,006 - -
" Dividends payable to minerities 57 45 - -
_ Corporation tax 3,223 4,285 1,500 -
ACT payable - 10 - -
Other taxes and social security 3918 L1778 14 74
Other creditors 957 429 71 -
Accruals and deferred income 26,420 25,861 289 276
Water guarantee deposits 1,540 1316 - -
Amounts owed to parent and fellow subsidiary underakings 9,733 8,134 4,909 5,238
Amounts owed to subsidiary undenakings - - 576 2,135
54,871 54,897 7.502 8,468
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16. Creditors: amounts falling due after more than one year

e . Group .Company .
i 31 Dec 1997 31 Dec 19% 31 Dec 1997 31 Dec 1996
£000 - - £000 £000 £000
Irredeemable debenture stock T ’ kit - -
Redeemable debenture stock 14,900 14,900 - -
Other term loans and creditors repayable ’
between one and two years 49,724 49,503 49,724 49,503
between wo and five years 32,496 38,387 8,000 8,000
Obligations under finance leases:
berween one and five years 8,491 8,569 - -
S after five years 22,064 23,420 - -
Amounts owed to parent undertaking 15,000 15,000 15,000 15,000
143,392 150,496 12,724 72,503
31 Dec 1957 31 Dec 1996
£000 000
Lredeemable debenture stock
31% perpeutal stock - 360 360
4% perpetual stock 87 87
5% perpetual stock 202 202
51/2% perpetual stock 5 5
6% perpetual stock 63 63
nr 77

31 Dec 1997 31 Dec 1996

E000 000

Redeemable debenture stock maturing after more than one year
12v2% debenture stock 2004 3,800 3,804
11%4% debenture stock 2045 ,/2009 1,600 1,600
o 12% debenture stock 2010 3,500 3,500
i 1% debenture swock 2012/2016 3,000 3,000
v 10% debenture stock 2013/2017 3,000 3.000
14,900 14,900

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 10 redeem the stock at any time between the dates stated. Interest on
debenture stock is payable six monthiy at the rates stated.

30




SAUR UK a report on our activities

" for the year ended 31 December 1997 -

16. Creditors: amounts falling due afier more than one year (continued)

e ) . ‘ Group Company
. 3 31 Dec 1997 - 31 Dec 1996 31Dec 1997 . 31Dec 1996
£000 £000 £000 £000
Mains deposits 346 204 - -
Term loans BI.B74 87,636 57,724 57,603
82,220 87,890 87,724 57,503

Term loans include a £50 million revolving loan facility due in 1999 net of issue costs which are amortised over the year of the
facility,

S Term loans also comprise £24 million (at 31 December 1996: £30 million} of drawings under a £92 million variable rate syndicated
revolving loan facility.

Term loans also include £8 million of drawings under a £15 million term loan facility, negotiated on 8 October 1996,

17. Provisions for liabilities and charges

Group o Provision for Provision for
. losses on Provision for unfunded
13 long term nfrastructure pension
. contracts renewals obligations Total
£000 £000 £000 £000
At ] January 1997 787 147 1,726 2,660
Expended during the year {352) (6,999) (132 (7,483)
(Credited) /charged to profit and loss account during year (3) 6,852 {1,594) 5,255
At 31 December 1997 432 - - 432
Company

The company has a provision for deferred taxation of £88,000 (2t 31 December 1996: £171,000) and a provision for losses on long
term contracts of £279,000 (at 31 December 1996: £279,000).

. 18. Deferred income

Group . N Infrastructure
L . e Charges
At ] January 1997 10,761
Transfer from fixed assets 3,484
Amortised (749)
At 31 December 1997 13,496
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19, Called up share capital

31 Dec 1997 31 Dec 1996

£000 1000

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

20. Capital reserves
Group £000
v

K At 1 January 1997 495.001
” Goodwill on acquisition of contract {38)
At 31 December 1997 494 963

The capital reserve is primarily attributable to the fair values of the fixed assets of the water company subsidiaries acquired
exceeding the book values at the effective dates of acquisition. The fair values of all other assets and liabilitics were considered to
be equal to the book values.

. 21. Profit and loss account

Group Company
E0OD £000
At 1 January 1997 79,498 1,317
Retained profit for the year 24079 - 5,039
At 31 December 1997 103,577 6,356

‘The cumutative goodwill written off in the group amounted o £2,482,000 (at 31 December 1996: £2,444,000).

22. Reconciliation of movements in shareholders' funds

31 Dec 1997 31 Dec 1996

Group £000 £000 _
: Profit for the year 25,579 17.384
: Dividends (1,500) -
Adiustment to goodwill - 150
Goodwill written off ' (38) -
Net addition to shareholders’ funds 24,041 17,534
Opening shareholders' funds 606,209 588,765
Closing sharcholders’ funds : 630,340 606,299
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~ 23. Equity minority interests

. Group ’ Non-voting Voting

shares shares Total

£000 £000 £000

At 1 January 1997 : ' 74 4,988 5,057
Share of profit before dividends L - 257 257
Minority share of dividends T - 78) (78)
Acquisition of minority interest in subsidiary - 74 74
At 31 December 1997 74 5,286 . 5210

Dividends of £36,000 (9 months ended 31 December 1936 £36,000) are payable in respect of non-voting shares.

24, Commitments

Capital commitments
At 31 December 1997 the group had the following authorised commitments:

Q00

Contracted ) 12,962
Non-conuacted . ) 5,320
18,282

The company had capital commitments of £40,000 (a1 31 December 1996: £nil).

25, Operating leases

The group's commiunents in respect of operating leases are as follows:

31 Dec 1997 31 Dec 1996 31 Dec 1997 31 Dec 1996 31 Pec 1597 31 Dec 1996

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 37 205 N §. 208 172
within two to five years 177 273 583 797 760 1,070
after five years 597 844 - - 597 B44
kil 1,154 788 932 1,565 2,086
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. 26. Pensions

The total pensions cost of the group for the year was £1,752.000 (9 months ended 31 December 1996: £1,492,000}, being the sum
of the costs of the two pension schemes available for group employees. namely the SAUR Water Services plc Pension Scheme for

kg

water services employees and the ECOVERT Pension Scheme for environmental services employees. In respect of these schemes
the pensicn cost charged to the profit and loss account in the case of defined benefi arrangements is such as to spread the cost of
pensions gver 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 nules
of the Scheme.

The SAUR Water Services ple Pension Scheme
The SAUR Water Services ple Pension Scheme (SWSPS) provides benefits on either a defined benefits basis or a defined
i contributions basis gepending on the category of membership. The Scheme was originally contracted-out under the Guaranteed
: Minimum Pension Test. However, afier taking independent actuarial advice, at 6 April 1997 the companies chose 10 contract out
the Scheme under the Protected Rights Test.

The latest zctuarial 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 thereafier. 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

Acwuarial 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 beuer
than originally assumed.

The market value of assets at 31 December 1997 is £84.0 million.
Members leaving are assumed to be replaced by new entrants so that the average age of the membership remains constant.

v : ‘The trustees, at the request of the company, have agreed to accept liability for the unfunded pensions currendy administered by
East Sussex County Council on behalf of the Eastbourne and Mid-Sussex Water companies. The value of this liability, as assessed by
the Scheme Actuary at 1 April 1997 is £1.869 million. ' ’ '

The surplus shown is being recognised over the average service lives of employees and contributions for participating companics
are based on costs across the group as a whole.
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~""!'he EOOVERT Penston Scheme (EPS) is funded and provides benefits on a defined contributions basis to employees of the
emvironmental sector of the group and on a defined benefits basis (the Final Salary Plan) for certain employees transferred from
Sm.lwan Envtronmcmal Services Limited. Employees may switch from defined contributions 1o defined benefit after 10 years’
co%pa'rny scmce A new defined benefit section of the Final Salary (LGSS) Plan was esm.bllshed in 19945 for individuals whose

‘ qurment was transferred from 2 public sector erganisation to EOO\"ERToompanm including ECOVERT South
nsion henefits accrued with the previous employer were left frozen in the previous pension armangements.

An actuaria! valuation was completed as at 6 April 1996 and contributions were set in accordance with the advice of the actuary as
.. contzined in the letier 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 Pensionable Pay) for the Final Salary (LGSS) Plan and
BN ) | ’J’% ‘for the Final Salary Plan.

rln mpcct of the defined conuibution section. the companies contribute at rates to match the members’ permitied contributions
‘plus 1.6% of Pensionable Pay for Life Assurance and Scheme expenses.

Mouney Purchase Plan and Final Salary Plan

" Die of latest actuarial valuation 6 April 1996
Actuarial method R Projected unit credit
- Rate of return on investment 9% p.a. compound .
. Rate of general increase in salaries 65% p.a. compound
b Rate of increase in pensions 4.5% p.a. compound
e .Ma.rket walue of assets at 1 April 1956 £1.3 million
I.cvel ofﬁ.lndmg 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 nrarket value of assets at 31 December 1997 is £3.0 million.

g _Mcmbcrs leaving are assumed to be replaced by new entrants so that the average age of the membership remains constant.

R e LR T T
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27. Contingent Habilities

Group
There are contingent liabilities arising from performance bonds in respect of group underakings’ contracts amounting to
£2,196,000 (a1 31 December 1996: £2,249,000).

B

The company has entered into cross guarantees with subsidiaries in relation to a composite bank accounting facility. There were no
net borrowings from this facility at 31 December 1997,

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

o 31Dec1997  31Dec19%

i £000 £000
Performance bonds 2,19 2,249

Lease commitments 4,470 4,985

6,666 7,234

In respect of SAUR (UK} Limited's obligations arising from its banking facility with National Westminster Bank ple, there exists a
charge over cerwain items including the issued shiare capital of SAUR Water Services ple.

In addition, there exists a second charge over the shares of SAUR Water Services ple in respect of the facility between SAUR (UK)
Limited and De Natonale Investeringsbank N.V.

28. Reconciliation of operating profit to net cash inflow from operating activities

12 months 9 months
anded ended
31 Dec 1957 31 Dec 1996
£000 000
Operating profic 34,531 26,328
Profit on disposal of fixed assets (206) (B3}
Depreciation 12,357 8,881
Movement in provision for infrastrucoure renewals (147) .18 .
, Movement in provision for pensions (1729 e
! Movement in provision for losses on contracts C S - {355) (76}
: Amonisation of deferred income P ) {157)
Increase/ (decrease) in trade creditors Co DI * (822)
{increase) /decrease in trade debtors (2,467) {4872}
Decrease/ (Increase) in stocks 496 782
Net cash inflow from operating activities 44,776 30,102
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29. Net cash outflow from financing

SAUR UK a report on our activities

12 months. 9 months

ended ended

31 Dec 1997 31 Dec 1996

£000 £000

Refund/(receipt} of deposits 141 (163
Capieal element of finance lease repayments (3,264) {3,459
Repayment of shont term loans - (4}
Drawdown of werm ioans 189 189
Redemption under syndicated loan facility (6,000) {9.000)
Drawdown under secured term loan - 8,000
Net cash outflow from financing {8,934) {4.2707

30. Analysis of net debt

. At At

1 January 31 December

1997 Cashflow 1997

£000 £000 £000

Cash at bank and in hand 629 4218 4847
Overdrafis ’ {4.385) 1,232 {3.15%)
{3.756) 5,450 1,694
Loans (118,510) 5.670 {112,840)
Finance feases (34.995) 1.886 {33.109)
Net group debt (157.261) 13,006 {144,255}
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notes to the financial statements

for the year ended 31 December 1997

‘ 31. Related party transactions

) Tbe relax.cd pama outside the SAUR UK group. as defined by Financial Reporting Standard 8, nature of relationship and cxtcmof
transactions with those parties during the year are summarised below:

12 monﬂ\s
snded
31 Dec 1997
£000
Management charges from SAUR International SA 4749
Recharge of expenses from SAUR International SA 575
Interest charges from SAUR International SA 638
2 Interest charges from SAUR SA kx|
T Purchase of services from Pipeway Limited 13,134
: Sale of services to Pipeway Limited &6
Management charges to Stereau (UK) Limited 140
Purchase of services from Stereau (UK) Limited 884
Sale of services to Stercau (UK} Limited 18
Amounts owed to related parties at 31 December 1997 were as follows:
31 Dec 1997
£000
: ' SAUR International SA . ) 4,908
Pipeway Limited 1,519
Seereau (UK) Limited - 1,065
Amounts owed by related parties at 31 Decernber 1997 were as follows:
: 31 Dec 1997
£000
Quille $A 22
SAUR (Ircland) Limited 1

SAUR (UK) Limited's immediate parent undertaking is SAUR International SA. SAUR International SA owns 100% of the issued
share capital of SAUR (UK) Limited.

SAUR SA owns 65% of the issued share capital of SAUR Intemnational SA.
) . Stemu {UK) Limited and Pipeway Limited are fellow subsidiaries, controlled by SAUR SA and ultimately controlled by Bouygua SA.
i Quille SA is a subsidiary of Bouygues SA.
SAUR (Ircland) Limited is a subsidiary of SAUR Internadonal SA.

32. Ultimate parent undertaking '

The smallest 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 consolidated is that headed by Bouygues SA, which is
also the company’s ultimawe parent undertaking. Both parent undertakings are incorporated in France. The financial statements of
Bouygues SA may be obtained from 1 avenue Eugene Freyssinet, 78064 $t Quentin en Yeelines, Cedex, France.
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