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QOur Vision

Qur purpose isto be aworld leaderin the water business, to
establish ourselves as 4 successful international
corporation founded on a strong home water utility base,
and to develop a substantial earnings stream in other
appropriate businesses.

Our aim is to be a wealth creator, to grow through
increasing our current effectiveness and also byusing and
developing our special expertise through joint ventures,
partnerships and acquisitions.

We will foster 2 style of management based on personal
responsibility and trust through a team of enthusiastic,
innovative and well trained people, always maintaining
ethical and professional standards, and focusing on care
for our customers, our colleagues, our shareholders and
our environment,
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Profile of
Severn Trent

Investntent in quaity

Severn Trent Pleis one of the major
water utilities in the world, with an
il turnover in excessof half a
billion pounds. We are prbably
Britain's mast experienced opertorin
thewaer and sewerage business.

Severn Trent Water Limited is the
core business. One of the largest private
sectorwiler companies in theworld, it
employsthe majorityol Severn Trent's
7000 werkloree, and provides water
services to over eight million penple in
thehearttand of Britain,

Severn Trent Wer isa wility
company with astrong fecuson the
envirgnment, We gather waterand clean
it for use by our customers, Then we
recallect it, to clean upagain o very
high standapds, and retem it salely o
theenvironment insupport of
improvements i ourrivers,

Centralto our cusiomers isour atal
commitment te qualityand value for
money,
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1989/90 Facts at a glance

Financial highlights

Turnover £544.1 milllon
Operating profit £i63.9 million
Profit after Interest but beforetay £129.9 million
Investment expenditure £262.0 million
Dividend pershare 9.9 pence
Earnings per share (pro-forma) 56.4 pence

Arex

Area of Operations 21,600 square kilometres
Number of Employees 7,218 (fulltime equivalenis)
Employee costs £116,8 million

Sewage treatment and disposal

Averagedaily volume of sewage treated 2752 megalitres

K\;mgc daily velumeof trade eifluent treated 130 megalitres
Propertles connecied to mains drainage 35 millfon
Length of sewers ( estimaled ) 38,280 kilometres
Sewagetreatment works 1062

Witer resources and supply

Average daly volumeof water put intosupply 195 megalitres
Propestles connected to piped water supply 2,900,000

Lengthof rains festimated) 18,000 kilometres

Whier treatment works Rl
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Tam prowd to intraduce thisfirst report
of Severn Trent Ple,

‘The Company's turnover in 1989/90
was £544,1 million. Operating profit
was £163.9 million. Profiton ordinary
activities, after interest, but before
taxation, was £129.9 million.

The prospectus published for
flotation included pro-lorms
informiation. The comparable
pro-forma results for 1989/50, are
s follows {prospectus figures in
brackets):

Pro-forma profit afier

Severn Trent Water Authority prior lo

privatisatlon, i
The retained profitsin the Company,

togetherwith the cash injection, have

been used toassist in the financing of the

Investment programme. ¥e have made
an excellentstart in delivering our
“K” investment programme at cost of
£262 million, Thus, double the profit
has been reinvested In the business.
The greatest beuefit of privatisation
is that, for the [irst time, we have the
resources weneed o meet the quality
and service standards required,

Chairman’s |

retirnting it to the natural environment,

Sound management information
hasensured that we have the right
investment plansto meet our
obligations and that acteal progress is
rigorously centrolled. e have he
balanceof resources in people, skilt~
and funds tordeliver the resulis,

Severn Trent Water Limited is our
core business and from that base we
shalt expand in associated business
areaswhich make good useof the
considerable available expertise built up
overthe years,

interest, bui beforelax ~ £217.1m Severn'Trentt’s progress inthe e haveacquired companies
(£208m)  privatesector has been most already operating in the waste disposal
Pro-ferma earnings encouraging. Our corporatesiruciure  and water disinfection businesses. In e
pershare 56.4p and strategy are well established, We adefition we have entered into joint
(53.7p) havetherightorganisation inplaceto  ventureswith other companias inthe . 1; :
The irectors haverecommendeda  achieveouraimio beaworldleaderin  field of engineering design and v
dividend of9.9 pence (ner) per thewater business, founded onasirong  consultancyand carbion regeneration. 1
Ordinary Share, as forecast in the homewaterwility base, Our strategy is to expand, profitably, B
prospectus, payable on | Dctober, 1990 Qurinvestment prograntme, at in businesses towhich we can add value.
toshareholders on the registerasat today's prices, issome £4 billlow over Privatisation has provided the
23, July 1990, thenextten years, Patanotherway,on  finance, lacking for the past 70 Years, 10
The flotation arrangements averageeach day wewill invest over meet, in thefuture, obligations to our
provided for a cash infection into the &1 millton improving onrservicetoour — customiers, to Government, tothe '
Company - the “Green Dowry ", together  cuslomers. Eeropean Comumunity and 1o ourown
with the elimination of “istoric debts, Thisinvestmentisprimarily geared  high quatity standards. We have already '
These measures have resulted in toimproving still furtherthe qualityof  Targelyachioved these standards in
dividend payments being lessthanhalf — waterwesupplyand thestandards to waslewater treatment, and are
theannual cost of imterest paid by whichwetreatwaste water prior to absolwely committed wthe /
i
i
|
!
l
|
|
|
i
|
John G Bellak ‘
Chairman d 1
\
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Statement

achievement of thehighest quality
standards In drinking water,

The present regulatory structure
provides the necessary motivation to
profitable efficiency while safeguarding
the public interest. T hope that over the
coming years we may beallowed to get
onwith that job, without structural
change.

Sharcholders

1am particularly pleased to report that
over two thirdsof our shareholders are
also our customers, [ believe this Is the
highest proportion of direct customer
shareholders in any of the new water
companies.

Aquality service for customers will
ensure 2 quality investment for
shareholders.

Around 90 per cent of our workforce
hold shares in Severn Trent, One third of
employees are alsesaving to buy shires
inthecompiny, through our Save:1s you
Farn scheme.

Board struciure

Jam pleased to welcometwo new
membersto our Board « both major
figures in the world of business. Sir
Richard Baker Wilbraham is Deputy
Chairman of the Bibby Line Groupand

recently retired asa Divector of | Heary
Schroder Wagg, Sir Richard is a Director
of several companies and Deputy
Chairman of Grosvenor Estate Holdings.
My other new Board colleague is
RichardTreland. 1le Is Group Finance
Ditector of Whlseley Ple, 1 council
memberof the Birmingham Chamber of
Industry and Commerce, and &« member
of the Finance Commiliee of the
University of Aston,

Qurother Board Members had ali
heen menbers of Severn ‘Trent Water
Authority.

1n May 1990, Frank Earnshaw,
Director of Operations, completed forty
years service in the water industry, Wi
arevery fortnate in havinga manwith
such a wealth of knowledgeand
experience guiding ouroperations, and
commited to ourinvestment
programmes,

~ uring the year we have said
fwodbye 1o A nmber of members of the
old Severn Trent Water Authority, Dick
Anthony, a memberof Nottinghamshire
County Council; Guy awthorne, and
Fred Jennings, hoth appointed by ihe
Ministeyof Agricelwre, Fisheries and
Food; Reg Parkes, Chairman ofthe
North Birmingham lealthAuthority,
and Bernard Zissuran, a senfor member

Double the profit Tias been nvested i the business,

We have the resources we need tomeet thre quality and service standasds requited.

The team we have in pliee will deliver quality and results,

of Birmingham City Council, all served
the Authority with great dedication and I
should like to record this tribute to them,
Colin McMillan, Director, and
Company Secretary until 1 June 1990,
intends to retire at the AGM, Colin bias
had a long and distinguished career
spanning 41 years, the last 15 of which
havebeen with Severn Trent, In
1988789 he was honoured by his
professional accounting body,
hecoming President of the Chartered
Institute of Public Finance and
Accountancy, He has given most valued
service o Severn Trent, notably during
the last two years when he had special
responsibitity for co-ordinating the
privatisation process, inal! its mass of
detail,

Our People

The main strength of the Company lies
inthe commilment and skilts of its
employees and weare fornate 1o have
awealth of experience inall panisof the
organisation, [ should like to record my
thanksioall employees for theway they
havecontribited totheservice we
provide 10 our customers and the
financix performance of the Company
duringa veryheetic year. During the
year, oue Technical Officer a1 Clywedog

Reservoir in Wales, Ray Lewis, was
honoured by theaward of the BEM and
weall congratulate him.

Ihave great confidence thatthe
teamwe havein place throughout the
organisation will continueto deliver the
quality of product and the required
financial results.

e ey
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The Board

SevernTrent's Board currently hns 12
members, chosen for thelr wide
experience of businessand commeree,
and for their spectalist knowledge,
John 4 Bellak M (59).
Chairmansince 1983, Previously
Managing Director of Royal Doudlon, he
hs 30 years experience in exporting
and imslustry and is 2 member of the
Grand Council of the Conlederation of
British Industry.

Sir Richacd Baker Wilbraham e (56),
Appoluted 1989, He is Deputy Chairman
ofthe Bibby Line Group and recently
retired from the Board of) Henry
Schroder Wagg. Sir Richard holds many
non-executive directorships and is alse
Leputy Chairman of Grosvenor Fstate
Holdings,

Roger H Boisser (59).

Chairman, Pressac Holdings PLE,
non-executive Director, British Gas Ple,
Edward lumley loldings Limited and

T &N Ple. Appointed to Severn Trent
Board In October 1986,

Victor Cocker Ba¢Econ), MIwes (49 ).
Director of Business Planning and
Marketing, he is an economist, spending
twelve years in the Gas Indusiry belore
joining Severn Trent in 1974, Hewas
appointed to the Board In October 1988,
Frank Earnshaw CEng, FTIGEMIMechE,
FIWEM(01).

Director of Operations, he has been with
Severn Tremtsince its formation and hias
40 years" water industry management
experience, A Board Membersince
November 1985,

AlanWHenn (59),

Chairman of Beacon Broadeasting and
Communications Lid, and Chatirman of
Family Jewellery Retallers and
Mssociatedd Companies, he hasbeen a
Board Memlier since October 1986.

Timothy G Heywood-Lonsdaleaa
(53).

Deputy Chairmzn of Severn Trent since
1986, Hels Chairmat of Skilbeck
loldings Lid, a property manager and
farmer. Appointed lo the Board in
October 1983,

Richard Ircland r¢1s (56).

Joined the Board in 1989, He is Group
inance Dircctor of Wolseley Plc, a
council member of the Birmingham
Chamber of Industry and Commerce,
anda member of the Finance Committee
of theUniversity of Aston.

Stuart M Larnder Fea (45).
Dirgctor of Finance, A chartered
aceonntant, he hes had generaland
financial management experience with
mitjor quoted compantes including
Scotrish and Neweastle Brewerles Ple,
Bass Ple and Next Ple, Latterly Finance
Director of Mfred Precdy Ple, Appointed
1o 1he Bozrd March 1989,

Golin G McMiln sGom, 1bkA (61),
Director of Government Relations and
Company Secretaryuntil 1 June 1990; he
was formerly Director of Financefor 10
years. [Tels past President of the
Chartered Institute of Public Finance
el heceuntaney: A Board Member since
QOctober 1983,

Roderick § Panlya, ea (54,
ChiefExecutive. He has 30 years
experienee In the privatesector, 15 of
them with British Oxygen, and lerly,
asGhiel Executive ol Mitchel Cots ple. A
Membher ofthe Board since October
1988.

Andrew HSimon nse, M (+£4).
Chairmanand Chiel Bxecutive of Svode
tiroup pleanda directorof Lichfield
Cathedral Arts. Appointed in October
1986.

TheBaardlrom leftaongh
Siebrdaand BakerWilheahiam
Rogerbwsr
FrankEamdizs

Colm 2 Millan

Roddeauck Paz) i e Pyt

TlinGidlakiChurman

Timlawood- Temdte thepum Chaimians
Sanlamkr

Yo banker

Manllcan

Reiardlredand

Notprewit
A i imon
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, Chief Executive’s
Rk Report

Theyearunderreview hasbeen oneof
grea change and exciting progress in
SevernTrent,

® forthefirst time n our history wehave
theresanrces lo meet the quality needs of
our customers aind the environment,

® we have et ow physical investment
taegets on timeand at, or below, planned
COst,

& we have made great prozess in the
yeartowards meeting onr larget needs
througha 25 percent increase in our
investmen! programme,

¢ drinking water quality meetsthe new
Eurcpean Community standardsin the
great majority of our supplies, Action for
fullcomplitnee isin progress,

# wement oursewagedischarge
consents; further improvenenisare
being achieved.

& wecomply with legal and
environmental needsin thedisposal of
all our sewage sludgeto Lzl

® we conlinued mur productivity
improvements for thacightls year in
suceession,

My report describiesouraetivitios
including Severn Trent Water Limited,
Severn Trent Industries Limited, Sevein
Trent Property Limited, our costomers,
theenviranment:ind our employees,

Colidardn, planteporataratin il wnage
HeAkGE wiThs

Weestgre ot egUipped with e veseatrees o mazage onr bisiness
Checomumutazent to dvimhanirwater guality s towl

|
| Vet commutted o bull comphianee wath elluent standards.

]
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Severn Trent Water Limited

Forthe first time In our history, and
prebably since before both world wars,
wehavethe resources in placeto
achievethe quality needs of our
customers and theenvironment,

This s the meaning ol privatisation
10 us irt Severn Trent Witter; this is the
real benefit of the Water Act 1989,

Drinkingwater will be further
improved and allstandards mel,

Waste water and sludge generated by
our customers witl continue 1o be safely
returned to theenvironment and qualily
standards further improved.

Environmental necds will be
protected and recreational Facllities will
continugto bedeveloped,

Customerservices will be improved,

Customerswill lve the henefit of
price and sexvice regulation underthe
Act. This tegislation will also protect al
regulatethe shareholder's interest,

e are now equipped witl: the
resources Lo manage our husiness, free of
theravages of government fiscal ups
al dowas so injurious tothe long term
needs of this vital business.

{hurim

Drinking water

Ourcommitnient to drinking water
qualityistotal, We will meet all
standards - ourown Wph standieds,
those st by Government and the
European Comnwmity, and the rising
expectauions of our customers on the
tasteand appearanceof their waier,

Our supplies alrexdy meet he new
steingentstandards in most eases, and
we have identlfied the deficiencles -
hothcurzent and ftere - and agreed 2
firm timetable with Government for
remedial action. Wewill achieve these
agreed improventents in drinking water
bothon time and o budget,

W will renewor renovitte vur water
n:ains 1o meet our quality objective. This
yearwe have renewed or renovated over
1,100 kilometres of pipewark.

Wastewater and sldge

We are anenvironmental business and
newhereis this more evident than Inour
treatment of sewage, W gre committed
to full compliance with effluent
slandards - standards which areset for
oursewage lreatment works by
Government. These siringent standards
aresethaving regard to the river systems
and are policed by the National Rivers
Authority.

SevernTrent isa world leader in
sewage treatment and sludge disposal,
MIsewage is fully treated; we donot
dump rawsewage, orshudge,into the sea,

Over the past efght yearswe have
progressively undertaken surveysof our
seweragesystems, Generally theyarein
good condition, but we haveidentified
features of thesystems which are in need
ol improvement,

istomerservice
W have developed new systemsto
monitorand measure the service we give
toour customers, both in terms of
product qualitysnd service in response
tocuslomer enquiries, In someareas we
seek major improvericnt. In pariicular
wedee installing 2 newsysiem for
sending outourbillstoaur customers
and for dealing with enquiries. Thiswill
takeovera yeario complele buralready
the first benefits ave being realised,

Productivity

Overthe lastyearwedave continued our
drivefor cost improvement and
productivity. Tn spiteol the full burden
during this yearof a massive issessmen
of our quality needs, the development of
the progeamnieta meet them, and an
inrease of quality comrol staff,
numbersof employees have continued to
dectine for the eighth vearinsuceession.
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Investment in Quality

Over the next 10 years we will spend
somie.&4 hillion 2t current prices - all to
achieve even higher quality standards
and service levels for our customers; this
doubles our level of investment. [ will be
financed by the resources provided
under the WaterAct 1989, regulated
increases In prices, borrowlngs and the
“Green Dowry" provided by Government
outofthe proceeds of the sale of the
undertaking on privatisation,

Welrave well defined physical
trges of quality and service 1o meet,
and itis the achievement of these tha
will cost the £4 billion,

We plan to meet these physical
targetsontimeand on, or helow, the
plinned cost, e have madean
excellentstary,

Overthe new five years we have
some 5000 investment projects to
deliver. These are based upon sound
planning, and weareusing
compater-based systenis o monitor
them. Our determination is backed by
the proof ofoue past record and the
skillswe haveawatlable o us,

InSevern Trent Engincering we
possessa highlyspeciatived water desipn
and supervisory factity i cureent
design programme tackles schentes
wortharound £ 200 million ayearand
providesan engincering desipn resource
acrossa whole range ol waterservices,

Severn Trenthasenvered o 2 joint
venturewith the Acer Geoup, otie nfte
country's lirgestengineering
consultants, which further enhances our
already high reputation for engineering
expertise.

Sincethe yearend Severn Teenthas
ahoacquired a mmarityshareliobling
inthe highly reparded engineering
consultancyof Charles Haswell &
rartners Lid, both in the UK ad Soutly
East Asia, This gives us vital expertie in
tunnelling design and consiniction for
our utderground investment and places
uswellto take advantage of
apportunities in the Pacific rim.

These two resources, together with our
in-house design facilities, and the
continulng use of other consulting
engingers, will fully meet our
commiitment to delivering our
investment programme oty thne and o,
or below, budget,

Investment programme reporl
In 1988/89 weinvested 5205 million
and in 1989790 £262 miliion.

The *K" investment programme
By the mure of gur regulated price
increases, including the “K” investment
programme, it hasheen necessary for us
to reviess bathinvestment appratsal and
mnnitoring procedures soas to have
ellectivecontral ofour investment
against the revenue generated bythe
"K* factor

By the yexremd the new procedures
wereimplemented, butcould not take
accountof projectsaleeady in hand o
authorised Elfectivelythe 5"
programmeealy became “five” with
vestingand privatisation ke in 1989,
I zm ableto repart progress in four
hieadings.:

Water treatment
Thenbligation of meeting thedrinking
witter directive was nen placed on s till
the Waterdct 1989 The programme for
water teeatment istherefore nawand
rerquires ustntehies e higher sandsinds.
Weareuptoscheduleon theworks and
design in hand and have completed
maajor deinking wates treaument
schienes in the yearom tine and on gost
Thelargestschemein the programme:
Frankley for Birmingham has been
desipned and the contract Tet, The costs
ofcontraets etiodateare, on average,
ontaeget lo meet the programme
Sincethis programme has much the
fongest timeseate o run tocompletion it
BIsECanta someuncenainty




e

e T ]
e T

Tnvestnient In Quality

Weare confident that we havethe
skills and resourcesto meet this
challengeand can point to our
achievement in ourother programmes
tosupport this.

Distribution

‘The programme for distribution is
measired by the length of water services
thatarein need of rehiabllitation or
replacement in a fixed number of years,
Toachleve the output planned in the
sellingof “K" we haveto average 1100
kilometres of matns each year. Wehave
been driving this programme, 5o
essential for water quality, A total of
1165 kilomelres has been relined or
replaced in the year-all at below the cost
allowed in the “K” setting plans-an
excellent schievement of productivity:

Sewage treatment

Theprogramme forupgrading our
sewagetreatmentworks has heen
running for over four years now and will
be completeagainst its current output
targets by theend of 1992, Were
confident that the outputs will he
achleved within the timescale and
within the planned cosis on which the
"K" Income Isset.

Sewerage

The programnte {or sewerage isseton
oulptsto achievecurcent targel levels
of service In it fixed timescale, Our
investneent sharlng the year hasachieved
asignificant improvement inthe ouput,
measured by schievementof levels of
serviee, and we are within the annual
costallowed insetting K™,

Investing in drinhing water quality
fovestment in thequality o ourdrinking
waler isour first priority, Qur tresiment
works are ndergoingsubsiantial
engineering develpnient tobring in
moclernand innovative treatment
processes, This investment in water
treatment will maintinand improve
onr high qualitystandardswell into the
dlsteeniun:

Weare strengthentng our highly
integrated and fesible resource and
supply grid, which enabled s to meel
the heavy and prolonged demands
experienced in last summer's drough,

Severn Trent Water's groundwater
sources are of high quality and meet
stringentstandards, A major stepto
combat rising nitrate levels Is belng
taken I Nouinghamshire,
wherewe have announced 2 $37
million schente which Includes new
boreholesources, laying new mains
and installing asophisticated contputer
contre] system to enable remote
operation of our Nouinghamshire
horchoies, Wawill have eliminated
all nlirate exceedences by 1992 arthe
laest,

Although eaw upland water Is
generaliyofa good quality, it sometimes
has colour, and nawreal trace elements
of ironand manganese derived from the
peatcatchment Aniajor programme s
Inhand 1o imprweour largewpland
works, A L6 million programmeto
improveappearance and tasie was
commissioned during the year at
Bamford in Dechyshire, which treats
water from the Derwent valley.

The largest dissolved air floration
plantintheworld isbeing builian
Frankley in Birmingham, which reats
watter [ron: the Elan Valley in Wales, This
ispartofa £30 million modernication
torempvethecolour,

Inerdertoenhancetasie, sur
Tow land water is being improved
further bytheuse of carbon filters.

ChurchWilneworksnear
Nottingham isthe only site inthe
country e haveits own plant for
regencrnting the eebon from filter
beds. Inztjoint venture with Anglian
Waver we have also set upa new
company, tirafham Carbons Einiited, ta
develop regeneration facilities,

The fiest plant in ourarea to use
ozoue, at Campion Hills in Leamington,
hiasjust been brought inte oper.ation.
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Investiment in Quality

Investing inwaer distribution
Weareinvesting in improved service and
quality by renewing and relining our
distribution system,

I the last five years we have made
substantial reductions inthe cost of
laying service pipes by using
thrustboring technigues, instead of
trencheing, Ol the 1100 kilometres of
mainswhich we renew or reline each
year, 800 kilometres are by the
economical technology of relining,

Active leakage control has enabled
usto cut leakage by morethan 20 per
cent during the past fiveyears, with
subsequent reductions in operting
cosls.

Avital ool in theeffective
management of our water mains is
Severn Trent's unique znd highly
successful Distyibution Operational job
Managenenusysten (DOJAL).

Fluoride

Uluimate respansibilivy for the ethical,
medeal and economicaspecisofthe
fluaridation of public water supplics
restswith the Government and Tealth
Authoritfes. All costs of such flnoridation
are et In full by the Healh Awhorities
and in addition the Secretary of Staie
hasnow greanted Severn Trem Wateran
indemity against certtin eivil
lbilities which may be ingureed in
respectolthe fuoridation of water
suppliesby theCompany, The liabilities
areseenasunlikely toseear.

I esting an sewage treatment
Investment it sewage treatment is vital
to mcet our environmental ubligaions
Weeare verynear o achieving i per
centcompliancewiththe effluent
standards:at oursewsage tecatment works
- asgoodasthevery bestin Europeand
wayahead of most,

Qurinvestment has heen basedona
thoroughsuevey of our works:nd the
condition of our assets, with great
emphasisbeing placed on training,

(lngoing schemes 1o ensure

compliance areall ontarget in terms of
costand timing, Schemes arebelug
carried oui throughout our irea such as
extensions o Coaley sewage treatment
works in Gloucestershive, serving
around 6,500 customersand costing
&1 million, and 2 £15 million scheme
toextend Wanlip works in Leicestershire,
serving some 330,000 customers.

The giant Minworth works, one of
the largest inland sewage treatment
works in Europe, serving Birmingham,
isundergoing improvements costing
some & 18 million, Barnhurst worksin
Wolverhampton is part way through an
L1 1 millionschemeol improvementsio
hecompleted in 1993,

Disposing of sludge

Ve alone of the newly privatised water
servicescompanies already comply with
EG sewagesludgedirectives and our
customers will siot bear thecost of
develaping costly alternativesto
dumpingatsea,

Severn Trent will not be affected by
the Government's anniouncement o end
shudgedisposal arsea by 1998,

Hal{ofthe 230,000 1nnes of dry
solids recycled by Severn Trent each year
fsused on farmland asa fertiliser We
place great impoitance on protecting
this valuable and environmentally
desirehledispnsal route.

Imesting insewerage

The wesament weundentake is well
fvcussed  D:0a onthe condition of our
38,00 kitometresof sewersis derived
{romaam ongoing programme of
draimigearea studies Computer
simulation is wsed to madel the
hydraulicsof thesystem andelosed
circuittelevision isused to inspect our
strategic sewers.

During the year aver 430 schemes
werecarricdoutwhich ranged in value
from £ 3000 to.£3.6 million, They
Alleviated the risk of Nlooding mtover
800 lncations,
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Severn Trent Industries Limited

Severn Trent Industries Limited is a
wholly owned subsidiary of Severn Trent
Plewith five operating divistons,

Severn Trent Luboratories

Severn Trent Laboratories provide
Severn Trent Water Limfted, and other
customers, with comprehensive
chemical analysls and specialised
sclentific services,

The iaboratories monitor plant
performanceand quality to ensure that
standards are met. In the course of the
year the Birmingham laboratory
beeame accredited under the NAMAS
(National Measuremeiit Accreditation
Service) schemeoperated by the
Departntent of Teacle and Industry:

Severn Trent Laboratories conlinue
togrow, and have won business from
ontside the water utility. Anumber of
significant contracis were gained,
including the "Red List" survey of
organtc pollutanss inwatercourses, This
was caeried out on behall of the National
RiversAuthority, aswell asthe
Departmentof the Environniem In
Northern Ireland,

Severn Teent Process Plant

The newest of the divisinns, Severn Trent
Process Plant combines process
kaowledge with the nranagement of
engincering destgn and construction.

Thedivision olrained 2 contract
from the Tome Office for the design and
provision of a sewage treatment works
forat prisan, Construction is in progress.
They also worked for Severn Trem Winer
Limited in constructing asludge
digestion plantat Hinckley.

The division isseeking to expand its
operations o inelude incustrial
treatment plants, and sewage lreatimern
facilities forother water companics. Itis
alse actively pursuing work in india for
specialist sludge treatment, in
conjurction with itssister division,
SevernTrent International,

Severn Trent International
Following ancther successful year ii
consultancy, with targels greatly
exceeded, the activities of our
International division arebeing
widened 1o take on the operation of
water and waslewater systems,

Ourlong term technical
co-operation arcangements in
Mauritivs, Madras and Delhi continue to
develop, reflecting the high level of
success of each arrangement, New
projects have been secured in
Zimbabwe, Pakistan, Turkey, Australia
and China and training activities have
contfnued ata high level,

Severn Trent Waste
Severn Trent Waste is structured into two
operating activities, Municipal Wastes
provides and operatesdisposal facilities
fordomestic, commercial and
nan-hazardous industcial solid wastes,
Specialised Wastes offers British indnstry
an integrated colleetion, treatment and
disposal service for liquid and solid
harardous wastes, aswell asa
comprehensive rangeof cleaning and
sitedecontaminat, mservices.
Municipal Wastesopened s first
landfill sitewith contracis from two
majorcouncils todispose of domestic
refuse, and alseaccepts industrial and
commercial waste from other waste
disposal contractors, Other potential
landfillsites are being investigated,

In February 1990 the acquistion of
twecompanics, Target Industelal
Services Lid and Target Waste Services
1td, established the foundation for
trading in Specialised Wastes. The
tapabilitics of the division nowinclude
oilfwater treaiment, ateansfer station
for drummed wastes, transportation for
bulk tiquids and drummed wastes and
comprehensive rangeof industrial
cleaningand site decontamination
services,
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Sovern Trent Sysicms

Severn Trent Systems is engaged in
packaging awd marketing oursystems o
otherwtilities. The primiary objective is
to makeavailable compuier software
products and associated consultancy
ud services,

Systems play a vital rolewithin our
business. During the Inst four years we
havedirected resourcesto create
unified hardware platform supporting N
an integraed suite of new products in ek T
theareas of finnclal managenent, L
customer information, operational '
managenentand servicequality:
Sever:l of these products ave now
available for sale and others will be
ready scon, We have signed development
andmarketing agreements with [BM
{UK) forour work management
sysiom - DOJM - and arediscussing
similar arrangements for other
prodiecis,

During 1959,90, whilst still heavily
ehpgaged in the later stages of our ewn
implementations, orders weresigned for
over £ Imof Severn Trent systems and
services. This includes sales 1o utilities m
home and abroad. Visis and enquiries
arcregrlarly received from Europe,
Amerieannd Austealasta,

Vik consider that integead
reluional database solutons supplied in
packaged form will be much in demand
duringthe 1990°s, Welook forward 10
thisbusiness’s contrilution to our
growls,

SevernTrent Property Limbted
Severn Teert Property Limited is
engaged in property development
activities,
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and the Environment

We are wholly commitied to caring for
theenvironment i wh ch we operate,
We collect 2 natwral element, water,
clean it foruse and then retuen it safely
to the envirornment, Qur commitment to
caring for theenvironment, and helping
our customers and other visitors 1o enjoy
it, is as strong asever.

During the yearwe continued to
improve facilities for visilors to our area,
inan environmentally sound way. These
included creating children’s playareas,
improving car-parking, providing
boardwalks and footpaths, information
pancls, better Greilities at visitor centres,
bird hides, more facilities for disabled
visitors and anglers, restocking our
reservoirs with fish and improving
facilitics for all anglers, creating nature
tradls, tree planting and landscaping,

Wework closelywith bodies
involved in sport and recreation and the
protectionof the countryside, giving
supportand practical help.

Pratection of our historic buildings
also plays an important partin our
activity and work has ceitinuedon a
nunther of Viciorian buildings we have
inourteust. ilere wework closely with
English ITeritage,

Our efforts on recreation and
conservation projects have continued to

win us awards [rom local and national
bodies. These include awards and
commendations for setting np our
historie conservation fund, for
renovation work ata reservoir in
Gloucestershire and for our visitor
eentre at Conduit Mead, Shrewsbury, the
siteof theoriginal water supply to the
1w,

The Seciety for the Interpretation of
dritain’s Heritage also gave usan award,
presented by Magnus Magnusson, for the
highstandard of our visitor information
panels a1 Carsington Reservolr in
Derbyshire, which explain the
construction of the dam and the
reservoiro visitors,

Towards the end of the year under
review we showed further proof of our
commitment by setting up a Recreation
and Conservation Advisory Panel of
independent experts ia hel p us further
ourwork in this urea,

Full details of our work during the
pastyearcan be found in a sepacate
reportonour recreation and
conservation activities.
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Dawid Shakespeare, phantoperior at Myilie
witter tretinentworhs, Tewkeshury

Numbers

Thenumberof people working for
Severn'lrent Pleat 31 March 1990 was
7218 (including full-time equivalents
forpart-time and temporary
eniployees). Of these, 6986 worked for
Severn Trent Water Limited, thewater
utillty.

Theequivalent figureat 31 March
1989 was 7787, but on 31 August 1989,
738 employees transferved (o the
National Rivers Authoriy,

Additional staff were reeruited in the
areas of husiness growth, such as Severn
Trent Waste and Severn Trent
Laboratories, and to help us meet owr
quality objectives,

Shareholders

Some 96 per cent of eligible employees
tookuy the offer of free shares in Severn
Trent on Mlotation and 74 per cent
purchased shares under the free and
maueching share scheme, Thirty three per
centfoined the Save us you Earn Share
Option Scheme, conumitiing themselves
1o regular savingsover fiveyears, stan
averagerate of £55 per month - 2t very
welcome commitment to the Company.

Consultation machinery
Quremployee consultation
arrangemenishave been restruciured to
improvecommunleztions. Much of the
recent work has been associated witl the
setting up ol new consulilive
machinery in $evern Trent Water
Limited, & function formerly coveredin
industrywitle negotizntion,

Attheend of the year under review
our manuak workers accepted an
increaseof nine per cent i tea first year
and, in thesecond year, inflation plus
two per cent, The agreement also
inclodes aresiructuring of pay scales
during the rext o yaarstotake int
secount the need for higherand
improved skatis and inereased flexibiliny
of workinp.

Communications

Communication with our employees is
important to us, The lead up to flotation
brovght 2 greater emphasis to this
activity,

Our house newspaper 'Streany’,
firmlyestablished over 2 number of
years, continues to be popular among
our employees and this is supplemented
by team briefing which provides for
regulir management communications
ona face-to-face basis,

Management development

The year has been marked by a sharp
re-focusingon theskills, knowledge and
behaviour required of managers. The
cupany'scommitment 1o this change
inour culture s reflected in ourvision
statement, supported by appropriate
managemeit practices.

Training

This yeirr we have increased our
recruilment of graduates in engineering,
operations, accounancy and
computing, In addiforwe have offered
pacentents for sandseich cousse
students. Students receive on the job
trainfingand gain valuable experience
whilst having the smisfacaion of doing
2job,

Healh and safety

Our contineing commitment to health
and safety has been rewarded bya
British Safety Council awsird forour
safety record during 1959, Our aim in
thecomingyear isto improve this good
peformance,

The COSHE (Control of Substances
Hazaedons to lealth) Regulations are
now b forceand we have reviewed the
nseof all hazardous substances inthe
Companyand confirmed that our
controlsachieve their purpose.

Close lizison hasbeen maintained
with thelealth:ind Safety Executive and
good working relationships with their
inspectors have continued,
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at31 March 1990

SharcholdIngs
1- 499
S00- 999
1,000 - 4,999
51000' 9!999
10,000 - 49,999
50,000 - 99,999

over 100,000

Caegoryol
Sharekolding

Individuals

JointA/e's Individuals

Nominee Companies

Other Corporate bodies

Limited and Public Limited Companies
Banks

Pension Funds

Insurance Companies

Analysis of Shareholdings

rinancial Calendar

Annual general meeting

Dividend fortheyearto
31 Maech 1990 tohe paid

Halfyearly results for 1930/9110
be announged

Interim dividend for 1990/9 110
be paid

Prelimtinary announcement of results for
theyear ended 31 March 1991

15 August 1990

1 Getober 1990

12 December 1990

4 March 1991

June 1591

Percentage Percentage
Numberof oftotal ol ordinary
shareholders shareholders sharesheld
90,033 49.5 47
72,500 398 12.1
17,511 9.7 6.6
589 0.3 1.1
789 04 54
232 0.1 46
422 0.2 65.5
182,136 100.0% 100.0%
Percentage
Numberof oftotal
sharcholders shateholders
166,450 91.4
10,269 5.0
3915 2.1
263 0.1
704 04
32 0.2
B2 0.1
9 0.1
182,136 100.0%
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The Directors presens their fepory, together with the audited Financlal Statements for the year ended 31 March 1990.

Pringipal activities

The principal activittes of the Group arethe supply of water and the teeatment and disposal of sewage, together with the development of
businesses fn refated areas. These are described fully, together witha review of the Gompany’s bustwess and futaredevelopmentin the Chiel
Execative's Repori an pages 12-31.

Afistof the principal operating companies in the Groupat 31 March 1990 appears In note 11 to the financial staternents on paged6.

Dividend and reserves

Subject to the approval of the Annual General Mesting the Dircctors recommend 2 dividend of 9.9p net per Ordinary Share payable on
1 0ctober 1990 to sharcholders on the register at 23 July 1999,

Proposediransfers to reserves areset out In note 18 to the financial siatements on nageso,

Postbalance sheet events

InApril, 1990 the Group ncquired a 35 per cent holding in the engineering consultancy of both Charles Haswell and Partners Limited and
Charles Raswell and Partners Far Enst Limited. The companies have an nternavional repusation for their expertise in all forms of
twnneiling and havesubstantial experience of destgning and managing schemes for swater supply and veaste water trealment,

Inday, 1990the Groupacquiredan 80 percent holdingin Capital Conteols Incorporated of Colmar, Pennsylvania, The companyisaworld
ieader inthesupply of applied water disinfection technology and water analysls instrumentation.

Directors
The Tnterests of the Directors in the Ordinary Share Caphal of the Company according to the register maintained under the provisions of
the Companfes Act 1985 asat 31 March 1990 were:

Beneficial holdings Shareepigns under

InOsdinary Shares approvedschenes
JGBellak 7,663 114,731
RS Paul 7,359 13,541
V¥ Cocker 4,201 86,280
FEarnshaw 2,495 52,014
SM Larnder 6,259 97,739
G MeMillan 1,287 6,136
TC Heywood-lonsdale 2800 —
SirRichard Baker Wilbraham Bt 11,960* -
R o Boissler 1,100 —_
AWllenn 3,800 -—
Rireland 1,000 -
AllSimon 4,600 —_

None of the Directors had an interest in the Ordinary Share Capltal of the Company at he heginning of the year or atthe 31 Aupust 1989,
thedase of their appoinimen,

o changes inthe above mentioned interests of the Directors were natified to the Company between the yearend and 21 hune 1990 except
that Sir Richard Daker Wilbraham Bt, purchased 3,040 Ordinary Shareson 19 June 1990.

inchudes anon-beneficial interest of 10,000 shares,”

No Director had an Interest in theshares of anysubsidiary company other than & non beefictal intecest 45 nominee,

Ko contract significant o the Companys business in which 2 Director had 2 material interest was entered ino during the year

In accordancewith the Company'sArticlesol Assoctation, MraAW ltenn, MeTC Heywood-Lonsdaleand Mr€ G Mehillan retireby rotation,
Mr AW lenn and Mr T C Heywood-Lonsdale, being eligible, offer themselves for ce-appointment. Mr € G Mcdilian is not seeking
re-appoininent,

MrAW Henn and Mr T € lleywood-Lonsdale do not haveany service contractswith the Company o any of its subsidiaries,

Mr] Guan and de A Whetnall being the appointees of the Searetary of State on tncotporation of Severn Trent P resigned on 31 August

1989,
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Birectors' Report

Fixed assets
The changes In tangible fixed assets during the year are shown in note 10 to the iinanclal statements on page 4.

Share capital

Details on movernents inshare capital areshown In note 17 to thefinancial statements on page 49,

Shareholderswill be asked to passaspecial resolution atiheAnnual General Meeting empawering the Directors, untilthe conclusion ofthe
Annual General Meeting of the Companyto be held in 1991, to allot shares for cash in connection with  rightsissue, and generallyuptoa
specified aggregate nominal value, The special resolution s set out In full inthe Notice of Meeting which accompanies this document,

Researchand development

Severn Trent has a positive view of research and development. Weare disecting Investmentintothose areas which can positively contribute
1o continutng Improvements in operational efficiency and the achievement of national and international standards for potable water,
sewage effluent and sewage studge.

Wearedeveloping appropriate technologles, captured from anyappropriatesources throughout the world, to meet theseobjectives. Weaim
successfully to apply these technologies to our core business, ard if appropriate, to use them as a springboard to develop other business
opportunities In non-core areas.

Contributions for political and chacitable purposes
Donationsto charitableorganisations durlng the period amounted 10 £20,034, No political donations were made.

Disabled persons
Severn Trent has a policy of employing disabled people In suitable posts and of making arrangements, whenever possible, to encourage
employeeswho develop a disability to continue working with the Group,

Health and safety at work
Wehaveacontinuing commitment to healthand safety atwark, detailsofwhich areon page 30. Thesection onemployeesonpage 30 also
gives detalls of our policy on employce involvement,

Substantial shareholding
Asat21 June 1990 the Company had been notified that Compagnie Generaledes Eaux is the beneficiat cwnerof 4,04 per cent of the issued
sharecapital of the Company. The Company has not been notified of any other substantial interests in the skare capital of the Company.

Closccompany status
TheCompany Is not a close company within the nieaning of the Income and Corporation Taves Act 1988,

Acconntsof Severn Trent Water Liniited

Separate accounts for Severn Trent Water Limited are prepared and sentto the Director General of Water Services. A copyof these accounts
can be obtained on written request to the Director of Corporate Communications at the address given on page 56, There Is no charge for
this publication,

Auditors
Aresolution proposing the se-appointment of Price Waterhouse as auditors will be put to the Annual General Meeting.

Byorder ofthe Board
D Mattin, Secretary m

16July 1950
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Year ended 31 March 1590

rofit and Loss Account

SR

1990 1989
Notes &m im
Turnover 2 544.1 476.4
Operating profit before interest and taxation 2 163.9 178.4
Net interest 5 (34.0) (80.9)
“ _ Profiton ordinary activities hefore taxation 129.9 915
Ay aNs dinary activiti . —
=) N Taxation on profit on ovdinary activities 6 (1.7
Profit on ordinary activitles after taxation 118.2 97.5
Extraordinary item 7 (8.9 (2.8)
Profit for the financial year 109.3 9247
Dividend 8 (35.0) —
Retained profit for the financizl year 18 74.3 947
Proforma earnings per share 9 56.4p -—




Balance Sheets

asal 31 March 1990
{
& Group Company
Co 1990 1989 1990
. Nutes Lm im £
a Fixed assets
‘ Tangible assets 10 1,530.4 1,356.] 0.1
. Investments ! 0.8 - 400.8
o
o’ 1,531.2 1,356.1 400.9
- " Currentassels
y Stores and work in progress 83 64 -
Debtors 12 61.9 64,0 59.1
Short term deposits and
investments 13 308.8 11 —
439.0 715 591
Creditors: amounts falling due
oA within one year 14 (193.9) (261.2) (52.7)
et —_— —_—
T Net current assets/(liabilities) 245.1 (18.7) 6.4
o d .
i ‘\9 Totalussets less current liabilities 1,776.3 1,1664 407.3
B Creditors: amounts falling due
| after more than one year I5 {(55.8) (744.5) —
" Provisions for linbilities
and charges 16 (45.3) &) —
16752 4140 4073
» Capltal and reserves
3 Called upshare caphial 17 3538 — 3538
" Reservesand retained
A profis 18 L3214 140 555
/‘/f;fn . — —_— 37
; 1,675.2 4140 407.3
[
Sigied on behalfofthe Board whoapproved the accountson 16 July 1999
. i M~
TW S Lo
JGUELIAR o SMLARNDER
Chatpuan Directorof Finance
o
6 ’2—.—-)——&.——'
2
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Yeat ended 31 March 1990

Funds generated frem operations
Profit before interest
Depreciation
Infrastructure renewvals provision
Vibrking capital movement
Fixed assets:
Caplial expenditure (net of grants)
Operating disposals

Operating cash flow
Interest

Net funds gencrated

Other sousces of funds
Tssue of shares

Utllisation of funds
Acquisitions
Restructuring and flotation

Net cash flow

Group Statement of Source Apicaio of Funds

Notes 1990 1989
im im

163.9 1784

40.3 338

353 —

22 24,3 21,6
(2164)  (145.5)

2.0 19

49.4 90,2

(34.0) (80.9)

15.4 9.3

361.5 —_

2 3.1 —
(10.8) (63)
363.0 25

[P

@]



i

E
b

o

(it)

Notes to the Financial Statements

Yearendod 31 barch 1930

Accounting Policies

Accounting convention .
The financtal Information has beent prepared under the historical cost convention,

Basis of preparation

Thefinancial information Isa consolidation of the information of Severn Trent Pleand itssubsidiaries, and of Severn Trent Water Authority
for the first five months of the financial year. The resulis of subsidiaries acquired are included from the date of acquisition. The results of
related compantes have been accounted for on the equity basis,

Severn Trent Pl was Incorporated on 1 Aprit 1989 and commenced to trade on ' September 1989 and therefore comparative information
In thebalance sheet Is not applicable. On 1 September 1989 the property rights and liabifities of Severn Trent Water Authority, other than
thase applicable to the National Rivers Authority, were vested in Severn Trent Water Limited, a whollyowned subsidiary of Severn Trent Plc,

The prior year financial information isbased ontheaudited financial statements of Severn Trent Water Authoritywhich havebeen adjusted

to exclude those assets liabilivies, profits and losses attributable to the functions transferred to the National Rivers Authority.
The accounts do not indicate what the results of Severn Trent Pl wauld have been had it been in the private sector operating in the new
regulatory envirgnment from 1 April 1989,

Turnover
Turnover represents the Income receivable in the ordinary course of business for services provided.

Tangible fixed assets and depreciation

Tangible fixed assets comprise:

Infrastructure assets (being malns andsewers, impounding and pumped raw water storage reservairs, dams and sludge pipe lines); and
otherassets (ncluding properties, overground plant and equipment),

Infrasiructure assels

Infrastructureassets comprise a network of systems:

Expenditure on infrastructure assels refating to Increases in capacity or enhancerems of the network is treated as additions which are
included at cost after deducting grants and contributions.

Expenditure on malntaining the operating capability of the netwerk in accordarce with defined stancards of service is charged as an
operating cost,

No deprectation is charged on Infrastevcture assets because the network of systems s required to be maintainedin perpetuity and therefore
has no finite economic life,

Other assets
Other assets areincluded at cost less accumulated deprectation. Additions are included at cost, after deducting grants and contributions,
Freshold land s not depreciated, Other assets are depreciated evenlyover their estimated economiic lives, which are principallyasfollows:

Buildings 30-60 years
Operationzl structores 40-80 years
Fixed plant 20-40 years
Vehicles, mobtle plant and computers 4-10years

Assetsin the course of construction are not depreciated until commissioning,

39




o

40

Notesto the Financial Statements
continued

(1) Leased assels
Where assets are financed by leasing acrangements which transfer substantially all the risks and rewards of ownership of an asset to the
lessee {finance leases), the assets are lreated as if they had been purchased and the corresponding capital cost is shown asan obligation to
the lessor. Leasing payments arztreated asconsisting of a capital element and finance costs, the capital element reducing the obligation o
thelessorand the finance charges being written offto theprofit and loss account overthe period of thelease in reducing amouiits in relation
to the written down amount. The assets are deprectated over the shorter of thelr estimated useful fives and the lease periods.
All other teases are regarded as operating leases, Rental costs arising under operating leases are expensed in the year they are incurred.

¢ Infrastructure renewals accounting
The charge for infrastructure renewals expenditure takes account of planned expenditure on maintaining the operating capability of
infrastructure assets it accordance with the operational policies and standards underlying Severn Trent Water Limited's “K” investment
Programme; these opecational policies and standards may differ from those adopted prior to 1 April 1989 and reflect the impact of price
changes by indexation since the programme was prepared. The timing of the “K” Investment Programme and other operational
considerations may resultin uneven patternsof infrastrueture renewals expenditure, Charges o the profit and loss account are adjusted by
wayof accruals or deferrals, as appropriate, to take account of anysignificant fluctuations in actual or planned expenditure,

f Investments
Tnvestments held as fixed assetsarestated at cost lessamounts written off, Those lield as current assets arestated at the lower of cost and net
realisable value,

g Stores and workin progress
Stores arestated a1 cost less any provision necessary to recognise damage and obsolescence. Work in progressis valued at the lower of cost
and net realisable vatue. Cost includes labowr, materials, transport and an element of overheads,

I Pensioncosts
Pension costs are determined actuarially so as 1o spread the cost of providing pension benefits over the estimated period of employee’s
pensionabile service with the Group.

i Foreigncurrency
Alltransactions derominated in foreign currencics are transtated into sterling at the actual rates of exchange ruling at the dates of the
transactions, Foreign currency balanceson which the exchange movements are covered are translated intosterling at the covered rates.
Other foreign currency balances aretranstated at the rates ruling at thebalancesheet date,

j Researchand development
Research and development expenditure is charged to the profitand loss account in the year inwhich it is incurred,

k. Deferred taxation
Deferredtaxation relating to capital allowances and other timing differences is provided for 1o the extent it is probablethat a tability will
crystallise, Beferred tasadon is not provided for ontiming differences where t is possiblethat a linbility will not crystallise.
Advancecorporation tax paid and payable in respect of dividends is set off against UK mainstreant corporation tax or deferred tax tothe
extent possible, othenwiseit is writien off to the profit and loss account,

1 Goodwill
Goodwill representsthe dilference hetween the cost at acquisition andthe fair value of the net tangible assets acquired. Goodwil s written
of{1o reserves in the year of acquisition,




;
3 Notes to the Financial Sialements
) conlived
Opeeaing
Turnover Profiif{loss)
) 1990 1989 1990 1989
o 2 Analysis of turnover and profits by class of business Sm £m £m i
o Severn Trent Water Limited 541.6 4764 164.0 1784 1
Other trading activities 6.7 — 1.3 -
° Business development costs — — (1.4) —
kN Intea-group (4.2) — — —
o 544.1 4764 163.9 178.4
. ~ Alturnoverother than £1.4 million s derived from UK activities
v 1990 1989
. Operating costs £n £m
a Manpower costs (note 4) 92.5 81.8
@ infrastructure rencwals expenditure (note 16) 69.6 499
v Depreciation {note 10) 40.0 33.2
T Abstraction charges payable to the National Rivers Autholty 10.2 —
¢ Re-organisation provision 6.4 —
. Hire of plant and machinery 2.3 13
Otheroperating feases 0.3 0.3
Auditors’ remunecation 0.1 0.1
Research and development 2.3 23
Other operating costs 161.6 135.
( 385.5 3043
, Profit on disposal of fixed assels (5.3) 63)
380.2 298.0
Other gperating costs Include the following exceptional eharges:
o Share of natlonal awareness campalgn 29 -
. Conmitment fecs for revalving credit facillty 3.0 —
Premium for early redemption of forelgn debt 0.8 45
° 6.7 45
The infrastructure renewals expendinre charge for the year ended 31 March 1989 reflects only the actual expenditure incurred on
‘ maintaining the operating capabllity of ihe infrastructure network, as Severn Trent Water Lintited did ttot have 2 “K” (nvesiment
Programmein the current form during this period,
Lm ” .

v
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Notesto the Mnanclad Statements
contlued

Informaton regarding dircctors and employees
Directors emoluments:

Emoluments

Pension contributions

Emolumets {exchuding pension contributions) of the Chairman

Emoluments {excluding pension contributions) of the highest paid Director

Scaleof Directors emoluments (excluding pension contributions);
$0—5,000

& 5,001 — 10,000
10,001 —15,000
£20,001—125,000

& 40,001-—45,000
545,001 —50,000
50,001 — 55,000

£ 65,001 —70,000

£ 70,001 — 75,000
£75,001 80,000
£95,001—160,000
& 105,001 — 110,000

1990 1989
£000 £000
558.3 3494
194.8 26.4
7531 3758
79.9 51.1
105.7 70,0
1990 1989
So No

2 2

4 3

2 ]

— ]
— 1
— 1
—_ 2

1 —

| 1

2 —_

1 —_

1 —

14 2

Excluded from theabove information are five former divectors of Severn Tremt Witer Awthority whowere notappointed dircctors of Severn

Trent Ple,

Aloun to C, G, MeMiltan of £12,500 was repaid during the year, There are noother transactions or arrangements of  disclosable nature

with directors and officers,

Entployee emoluments:
Staffcosts

Soclal seeurlty costs
Pension costs (note 20)

Toral employment costs

Charged as follows:
Capltal anel Infeastructore renowalsexpendinre
Operating costs {note 3)

1990 1989
{m Lm
91.7 8§11
7.2 6.4
119 6.4
116.8 99.9
1.3 18.1
25 818
110.8 99.9

[}
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Hotes to the Financial Statements
continued

Information regarding directors and employees (continucd)
Emoluments of sentor employees (excluding pension contrlbutions) fall within the following ranges:

1990 1989

No No

£30,001 — 35,000 3 41
£35,001—40,000 46 6
540,001 —45,000 8 8
£45,001— 50,000 4 1
& 50,001 — 55,000 5 —
&£60,001 —65,000 1 —_
1990 1989

No o

Average nuntber of employees during year (full ime equivalent) 7,208 1,157

The 1989 employee numbers include staff engaged on activities transferred to the National Rivers Authorily. On 31 August 1989, 738
employees translerred to the National Rivers Authority:

1990 1980
Netinterest Lm im
Interest payable
Bank loans, overdraflts and other loans repayable within five years 51.3 431
Other loans — 39.3
Finance charges inrespect of finance leases 3.6 45

549 86.9
Interest recoivable (20.9) (6.0)
Netinterest 340 809

1990 1989
Taxation on profiton ordinary zetivities Lm in
Mvance corporation tax wltten off 1.7 —

At 31 March 1990, the Group had tax losses of approximately $54 million which will beavallable for offset against future trading profits
of the Group,

1990 1959
Extraordinaryitem St m
Expenditure relating to preparation for the vesting of Severn Trent Water Authority's assets and liabilities,
and thesubsequent fotation ef the Company. 89 2.3
19% 1939
Dividend $m o
Proposed dividend of 9.9p net per share 35.0 —
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Noles to the Financial Statements
continued

Proforma earnings pershare

Proforma earnings per Qrdinary Share has been caleulated by dividing proforma profit on ordinary activities after taxation of £199.6
mitlion by the 353.7 million average number of shaves in issue since 20 November 1989, Proforma profit on ordinary activities after
taxation has been calentated by making an adjustment to interest of £87.2 milion and Including a notional taxation charge reflecting
advance corporation tax of £17.5 million on: the notional dividends of £52.5 million that the Directors consider they would have
recommended for the year ended 31 Murch 1990, if the shares had been in issue and the iew capital structure in placesinee 1 April 1989,
Actual earnings per share have not been presented; the number of shares in issue during the year and the actual profits for the period are
not considered to be representative of the Group's position following implementation of the new capital structure,

Therewould be no significant dilution of earnings per share if the otstanding share options were exercised.

. —

Group Company
Sewerage
Witter Supply Services Other Total Total
10 Tangible fixed assuis im im £m in im
Movements for the yearanalysed Ly service zre set out below:
Cost
Balance 1 April 1989 ‘ 6190 - 8832 170.3 1,672.3 -
Additions 88.3 107.2 324 27% 0.1
Granisand contributions (4.9) (5.7 ©.7) (1.3) -
Assetssold o written out (1.4) (0.8) (19.7 (21.9) —_
Balance 31 March 1990 7010 9639 182.5 1,867.2 0.1
Depreclation
Balance 1 April 1989 108.7 1486 - 59.1 316.4 —
Provisign for year 9.0 137 176 40.3 -
Assers sold orwritten out {1.0) (0.2) (18.7) {19.9) —
Balance 31 March 1990 116.7 1621 58.0 336.8 —_
Netbook value .
At31 March 1990 5843 821.8 124.3 1,530.4 0.1
44 At31 March 1989 510.3 7346 1.2 1,356.1 —
(1) Tangible fixed assets at 31 March 1990 include $202.6 million (1989 £133.7 million) of assets in the course of censtruction, which are
not deprectated until commissioning.
(i) The book value of 1angible fixed assets held under finance leases a1 31 March 1990 was £35.6 willion and accumulated depreciation
thereon £22.3 million (1939 net book value £36.6 million).
|
|
1
[
i
m ~




Notes to the linancial Statements

conlinoed
f 10 Tangible fixed assets (continued) .
(1if) Deprectation incurred during the yeas has been charged as follows:
o 1930 1983
o im im
. o Onowned assets . v 374 30.2
. ] \ On assets held under finance Jeases 2.6 30
o Profit and loss account ' 40,0 332
R Capital, rechargeable works and other , 0.3
‘ C : r ‘ 40.3 338
J RN Y B Included in the above arethe followlng tangible fixed assets not subject to depreclation: '
o - : lad  Infrastnvcure Total
R Asstts
im im £
At 31 March 1990 ' 85 844.0 852.5
At31 March 1989 J 8.7 739.5 768.2
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Compantes Other
Shares loans Investmeis Total }
I Investments im Sm sm £m
Group
Cost
At Lapnil 1989 — —_— — —
Additions during year 0.1 0.4 0.3 08
AL3E March 1990 0.1 0.4 0.3 0.8
Rebedt Subshliary
Companies Companies
loans Shares Total
Company £ m im
Cost
At 1 April 1989 — — —
Additionsdurlng year 0.2 400.6 400.8
M3 March 1990 0.2 400.6 400.8
Briefdetails of principal operating subsidiaries and related companies of the Group at 31 March 1996 were as follows:
Countryof Classof Nawreof
Feglarulonor ShareCapial Business
Incarporation held
Subsidiury Companics fandoperaiion)
Severn Trent Water Limited England 100% Ordinary Water and sewerage
endertaking
Severn Trent Industies Limited England 100% Ordinary Teading company '
Severn Trent Property Limited England 100% Ordinary Property company f
f
Related Companies 9
Minwortl: Systems Limited England 49% Ordinary Process monioring
equipment |
AcerEngineering Limited England 35% Ordinary Engineering design |
consultants !
Grafham Carbons Limited England 50% Ondinary Carbon regeneration
Graup Company E
1990 1959 1990 ]
12 Debtors £m im L J
Trade debiors 6.0 29.7 -_
Amountsowed by group companies —_— — 59.0
Otherdebiors 16.3 12 0.1
Prepayments and accrued income 19.6 4 — i
619 640 59.1
= - - - T
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Notes to the Financia! Statements
militad

Short termi deposits and investments
Short eem deposits
Investments listed ona recognised investment exchinge

Fhe market vatue on 31 Mareh 1990 of listed investments held was £ 1.0 million { 1989 £1.1 millien),

Creditors: amonnts falting due within one year
Bank founs, overdrafis and lemporary borrowings
Loans

Current portion of fong term loans (note 15)
Obligations under finarce leases (note 19c)
Trade creditors

Amowits owed 1o group companics

Other creditors

Taxatfon and social security

Advance corporation ta payable

Aceruals and deferred income

Proposed dividend

Creditors: amounts falling due after more than one year
Loans  Tolal amount owtstarding”
Less cureent portion of long term loans (nole 14)

Local authority loans — repayable 1991-2035
Water annuitics

Obligationsunder finamee leases {note 19c)
Other creditors

*These amounts ace included in note 18 within thewriieoff ol velevant loans as a result of the capital restructuring of the Group.

1990 1989

Lm Am

307.8 -_

[.0 1l

308.8 Ll

Giroup Company

1990 1989 1990

im im im

2.6 18.4 -

0.4 0.4 —

—_ 1219 -

3.5 3.1 —

42,9 417 26

- —_— 34

0.8 254 —

34 32 —_

1.7 — 11.7

93.6 44.1 —

35.0 —_ 35.0

193.9 2612 5.7

Average 1990 1989
rateol
Interest

% m im

—_— 8058

- (1229)

— 6829

9.3-120 17.3 17.6

4.0-30 0.1 0.1

174 700.6

0.1 353

83 8.6

558 7445
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Notes to the Finaneial Statements
y continued
15 Creditors: amounts falling dueafier more than one year (continued)
1990 1989
im £m
Loans outstanding are cepayable as follows:
Between oneand two years 0.4 9.2
Between lwo and fiveyenrs 11 140.9
Alter five years— by Insialments 158 3354
—other than by instalments 0.1 175.1
174 700.6
Balances: Chargedto Applied Balnceat
Lapal Profit& Loss 31 March
1989 Account 1990
16 Provisions for linbilitics und charges m In im im
Reorganisation provision 19 64 43 10.0
Infrastructure renewals provision - 69.6 343 353
Total 1.9 76.0 386 453
1990 198%
£m in
Thepotential liability for deferred taxation calculated under the liability method at a UK 1ax rate of 35% Is
Accelerated capital allowances 154.6 -
Other timing differences (12.7) —
Avallabletax Josses {18.9) -
. Advance corporation tax not immediately recoverable (1.7} —
1113 —
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Notes to the Finaneial Statements

coninwd
1950 198
17 Calledupshare capital gm im
Authorised shace capital:
, 475,000,000 Ordinary Shares of £1 475.0 —
) One Spectal Rights Redeenable Preference Share of £ 1
Miotted and fully paid:
353,821,439 Orclinary Sharesof $1 353.8 —_
OneSpectal Rights Redeemable Prelerence Share of $1
& Severn‘Tient Pl was incorporated on | Aprif 1989, The Company's authorised share capital on Incorporation was £50,000 divided into
¢ 50,000 shares of £1 each, of which two were subscribed at par by nominces of the Crowen, On 20 August 1980 the authorised share capital
\ wasincreased o £50,001 by the creation of one Special Rights Redeemable Preference Shire of £ 1 and the 50,000 shares of £1 each were
redesignated as Ordinary Shares of £1 each, On ) September 1989 49,998 Ordinary Shares were issued at par to the Secretary of State
credlited as fully paid.
b On20November 1989
() Theauthorisedsharecapital oftheCompanywas furtherincreased 1o £2,216,001 bythecreation of 2,166,000 additional Ordinary Shares
and the Directors were authorlsed and empowered to allot the increased share capital,
() Inaccordance with a direction made by The Secretary of State under the Water Act 1989 2,166,000 Ordinary Shares were issued at par,
credited as fully pald to the Secretary of State.
¢ The auhorisedshare capital of the company was further Increased 10 £475,000,001 by the creation of 472,784,000 additional Ordinary
Slaares,
d 351,430,000 Ordinary Shares were allowted, credited as fully paid, to the Secretary of State in consideration of an undertaking to pay in
cash £361.0 million
¢ Inaccordance with a direction made by the Secretary of State under the Water Act 1989 the Special Rights Redeemable Preference Share
was allotted at par, credited as fully pald, tothe Secretary of State. The Special Righis Redeemable Preference Share is redeemable at par at
the request of the holder atany time prior to 31 December 1994, and unlessso redeemed, will be redeeined by the Company a that date,
f On6 Febreary 1990, 175,439 Ordinary Shares were Issued credited as fully paid in part consideration of the acquisition for Target Waste
Services Limited and Target Industrin] Services Limited,
g Employeeshareschemes
() Freeand matching offers
A The issued and patd up share capital of the Company Includes under the Free and Matching Offer Shace Scheme a total of 1,443,945 9
Ordinary Shares of the Company which were held intrust at 31 March 1990, on behalf of employees who were beneficially entitled to the
Shares under special arrangements made at the ime of the Offers for sale in December 1989,
(i) Employeesharesaveschemeoption
Under theterms of the Sharesave Scheme the Board may grant those employees who have entered intoan Inland Revenue approved Save
As You Earn (SAYE) contract for a perlod of elther 3 o¢ 7 years the right to purchase Ordinary Shares inthe Company,
Nateof lsue Option Price Numberof
Shares
February 1990 176p 4,232,551
(i) Exccutive share option scheme
Under the terms of the Executive Share Option Scheme the Board has granted 89 Directors and Executives the option to purchase Ordinary
Shares in the Company.
i Dateof issue Normaldate Optiou Ieice Numberof
f ofenerclse Shares
| February 1990 Jan 1993- %2 2,246,703
Jan2000
1‘ < T RS
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Notestothe Fipancial Statements

contineal
Group Company
18  Reserves and retained profits in im
Bakinee
Au 1 April 1989 as stated in prospectus 14,0 —
National Rivers Authovity and other vesting adjustments (4.0) —_
Reserves as restated 410.0 -
Wirite-off of relevant lpans asa result of the capital restructuring of the Group 8314 —
Goodwill weitten off on acquisition (note 21) (2,00 —
Profit cerained for the year 743 458
Profit and loss account 1,313.7 458
Share premivan account .
Premiumon allotment of Ordinary Shares %9 2.9
Applied in issuing fully pald shaves (2.2) 2.1
7.1 7.1
Balanceat 31 March 1990 1,321.4 335

The profitaitributable toshireholders, dealt within theaccountsof the Company was £45. 8 million. As permitted by Section 228(7) of the
Companics Act 1985, no profis and Joss account is presented for the Company.




Notes to the Financial Staements
conlinued

Commitments and contingent liabilities

1990 1982
im im
Iovestment expendire commitments
Contracted for but ot provided in the financial statements 139.4 76.0
Authorised but not yet contracted for 182.1 56.0
Inaddition tothese commitments, the Group has longerterm expenditure planswhich includeinvestments to meet improvements required
I pecformance and to provide for new demand and growth. >

Gperating lease commitments
AL31 March 1990 Severn Trent veas committed to making the following payments during the next year in respect of operating leases:

landand Gther
Duildings
£m £m
Leases which expire;
Within one year — 05
Within 210 5 yewrs 0.1 14
Alter 5 years 0.2 —
0.3 2,0
Finance lease commitments
Amourts duewnder finance leases are payable as follows:
1990 1959
im im
Within oneyear 6.4 8.6
Between oneand two years 6.4 63
Between two and fiveyears 219 213
After more than five years 9.7 179
45.4 54.1
Less: finance charges atlocated to future periokls (11.8) (5.0
33.6 384
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Notes to the Fancial Statements
contlived

Penslons

The Group operates two pension schemes hotl of which are of thedefined benefil type. The assets of thescheme are held in separate trustee
administered funds.

Prior to 1 October 1988 employees were members of the Water Authorities Superannuation Fund (WAST), The Severn Trent Water Pension
Scheme (STWPS)was established and cameinto operation on 1 October 1988 and membership comprises transferees from WASF and new
employees appolnted since 1 October 1988 who electtojoin. Employeeswha rem ined in WASE wereteansferred to the Severn Trent Mirror
Image Scheme (STMIS) on vesting on 1 September 1989,

Theactuartal valuation of WASF wasdueto bemadeasat 31 March 1989. Toen: bletheapportionment of the fund to be agreed inadvance
of flotation the actuarial valuatlon was underiaken asat 31 March 1988,

Transfer payments witl be caleulated ns the value of those acerued henefits as at | September 1989 on the basis of actwarial assumptionss,
inchuding allowance for future sabary increases and full indexed linked Inereasesto pensions. R Watson and Sons as actuariesto STMIS and
STWES have confirmed tat transfer payments caleakuted on this basts will be appropriate to meet the accrued liabilities assumed by exch
scheme (including allowance for fiture salary increases and increases to pensions),

Anactuarial valuation of STWPS Isheing careied outasat 31 March 1989 and the results will be available during 1990, The first acwarial
valuation of STMIS will take place asar 31 March 1391,

Pending receipt of the first actuarial valuation of STMIS and STWPS the Group is contributing to STMIS at the rutes of 15.8% and 13.2%
of pensionable pay for members paying contelbutions of 6% and 5% respectively and to STWPS at the rate of 15.8%, 13.2% and 7.9% of
pensionable pay for members paying centributions of 6%, 5% and 3% respectively. For the period up to 31 Augst 1989 the contribulions
to WASF wereat the rate of 8,3% and 6.9% of pensianable pay for members paying conteibutions of 6% and 5% respectively. R Watson and
Sonsas fndependent qualified actuarfes have confirmed that employer contributions at these ratestogether with contributions pagable by
members, are currently appropriatete niect the benefits to beearned in the fuwre,

Employers contributions to the fund durlng the year were £8.2 million (1989 £0.5 million) in respect of STWPS and £2.3 million in
respect of STMIS. In addition during the period 1o 31 August 1989 paymentsol £1.4 million {159 £5.9 million) were madeto WASE The
increased employers contributiens over the privr year arises from thie requirement to fully fund i schemes,

In prior years Severn Trent Water Authority met the unfunded cost of stawtory increases 1o pensions in payment, together with
supplementary discretionary arrangements under which it mads kump sum payments and/or augmented the payments to pensioness by
theawardofadded years, TheAuthoritywas not altowed to pee fund these Babilities through WASF and therefore met the cost of £6.4 million
as theywere pald to beneficiarics. The liabitity for these payments ceased on vesting, with the exception of pension increases for pre-1974
employees, payments In respect of which were made by the local authorities who are responsible for the basic pension. The recharge of
these to the Group ceased on 31 March 1990, During the year paymentstotalled £3.8 million,

=
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Notes to the Financial Statements
coittinued

Acquisitions

On 2 February 1990, the Company acquired the whole of the Issued share capital of Target Waste Services Limited and Target Industrial
Services Limited, the purchase consideration of £2,3 million comprised cash of £1.8 million and the issue of 175,439 shares in the

Company,
Net assels acquired

Tangible assets
Debtors

Creditors: amounts fatling due within oneyear

“

Goodwill

Savisfied hy

" Cash

Shares issued at a gremlum

Total conslderation

Source and application of funds

Working capital movements {increase)/decrease
Stock and work in progress '

Debtors

Creditors: amounts failing duewithin one year
Creditors: amounts falling due after morethan one year

Decrease in working capital

Acquisitions
Purchase of subsidlaries {nota 21)
Purchase of investments (note 11)

£m
0.2
0.6

[—
wn to

1930

(1.9)
27

2338
(0.3}

1939
im

1.3
17.1
32

24.3

216

2.3
0.8

3.1

N
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Five Year Summmy

Inthefive yearsummary set out below, the financial information fortheyears 198610 1989 is based on the audited financial statements of
Severn Trent Water Authority which have been adjusted to exclude those assets, liabilities, profits and losses atiributable to the functions

transferredto the National Rivers Authority.

"The Directors belleve that catre should be exercised when making comparisons between the results for individua! years and when drawing
conclustons from the trends. The chinges which have resulted from the new capital structure, the incidence of infrastructure renewals
expenditure, the new regulatory environment and other one-off events render comparisons potentially misteading.

Profit and loss acconnt
Tornover

CGperating profil before interest payable and caxalion
Netnteres!

Profiton ordinaryactivities before taxation
Taxation

Peofiton ordinary activities afier taxation
Extracrdinary items

Profit for the financial year
Dividend

Retained earnings

Balance sheet
Fixed assets
Not currentasseds/{liibilities)

Total nssets less current abilities

Creditors: anvounts falling due after more than one year
Provisions for liabilities and charges

Share capital

Reserves and retatned profits

1986 1987 1948 1989 1990
im in &m £m £m
369.4 402.5 434.5 4764 544.1
133.9 143.6 183.0 178.4 163.9
(94.9) (91.6) (86.4) (80.9) (34.0)
39.0 52,0 96.6 97.5 1299
—_ —_— —_— —_ (1.7)
3.0 52.0 6.6 97.5 118.2
- (33.8) 32 (2.8) 89
39.0 18.2 09.8 94.7 109.3
- — —_ —_ (35.0)
3.0 18.2 99,8 94.7 743
1,127.8 1,175.6 1,246.3 1,356.1 1,531.2
{104.0) (i200) (105.1} (189.7) 245.1
1,023.3 1,0%5.6 1,141.2 1,166.4 1,776.3
(814.5) {821.0) (810.2) (744.5) (55.8)
(8.0) (14.3) (L7 (19) (45.3)
- - —_ — (333.8)
(201.9) (219.5) (319.3) (414.0)  (1,321.4)
{1,023.8) {1,055.6) (1,141.2) (1,066.48)  (1,770.3)
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g Livery llouse Price Waterhouse 5
169 Ednund Street Chartered Accountants

o ' Birmingham B3 2JB ;
16july 1990

;Fuﬁ" pﬂo (,. :c.&yl...n._m-k
q

We have audited the financkal statements set out on pages 36 to 53 in accordance with Auditing Standards.

[nour oplion the linancial statements givea trueand fair view of thestaie of thealfairs of the Company and of the Group as at 31 March

1990 and of the profit and source and application of funds of the Group for the year then ended and have been properly prepared in
o o ‘ accordance with the Companies Act 1985,

i (Dbsdns
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