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COMPANY PROFILE: Severn Trent Plc is one of the major water
and waste management companies in the world, with an annual
turnover in excess of half 2 billion pounds.

Severn Trent Water Limited is the core business. One of
the largest private sector water companies in the worid, it
employs the majority of Severn Trent's workforce of around
7,700, and provides water services to over eight million people
in the heartland of Britain.

Severn Trent Water Limited is 2 wility company with a
strong focus on the environment. We gather waler and clean it
for use by our customers. Then we recollect it, to clean up again
to very high standards, and return it safely to the environment in
support of improvements in our rivers.

Central to cur philosophy is our total commilment to
quality and value for money.

The Group s expanding into other areas closely allied to

our core business.
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VISION: Our purpose is to be a world leader in the water
business, to establish ovrselves a5 a successful imernational
corporation founded on a strong home water utifity base,
and to develop a substantial earnings stream in other
appropriate businesses.

Our uim is 10 be a wealth creator. to grow throngh
increasing our current effectiveness and also by using and
developing our special expertise through foint ventures,
partnerships and acquisitions,

We will foster a style of management based on personal
responsibility and trust throngh a team of enthusiastic,
innovative and well trained people, always maintaining
ethical and professional standards, and focussing on care for
our customers, our colleagues, our sharchelders and our

environment.
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Investment expenditure 294.9
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i gur first il yer as 2 piblicl qsoted compang we e grvd
o have eniered.thie EYSE lisp of the: 800 Fargest UK commpacies.

Tumoaver. in: 1990/9 1 was £827 millicr, yiekfiog
operaiing profitof £199:4 milliom and 2 peofit after irterest acd
before t.of £249millfom.

Our. investment programme,. i excess of £4,000 million
over-atemyear perfod; fs being successfulfy maraged aod s on
schedule and'within budget.

Ahighlevel of profitability s essentfal 1o the business
i order-tohefp fimance our large fvestment ycogrm-ﬁ
Qur charges for water supply are the lowest of the ten
privatised companies, and for alf services, the second Jowest
~yet we achieved the highest water sector pre-tax profit.

The: Board of Birectors is committed to providing share-
holders with a growing income in: reat terms and recommends a
final. dividend of 11.70 pence, making a total of 17.55 penice per
share for the year, based on earnings per share of $4.5 pence.

The-success of the licensed business, Severn Trent Water
Limited, ts our central focus. Oug “contzact” with our customers
and regulators is to achieve the determined improverents in
quality and service in return fot price increases above the rate of
inflation (the ‘K" factor). This we ace doing. and ahead of time.

Elsewhere, we are broadening our activities using our
existing expertise to develop profitable businesses, in line with
our strategy.

Severn Trent [nternational has won consultancy and
operating contracts in Europe, india and the United States.

Severn Trent Waste prew from a standing start 10 2 £4
million business in its first yeas. In May of 1991, we purchased
Biffa, 2 UK and Belgian market lezder in waste management.
The £212 million purchase was made in cash, on 2 debt free

basts, and financed by Severn Trent Ple without recourse io, or

puarantees from, Severn Trent Water Limited.

s s aneoagement andexcellent reputation will pravide
Farheeade, adinbile, afvically mativatad svaste digposal
oz forahe pitilicand significam new profiishreams

kaSepterber 2990, wveanmannzed an offer forand
aoquiced 2 229 per cont AmerestinGaind Group MG, We:dlecided
o hgse o offer following the svibeanuant dtisclosurehy:Caird of
rragiers relating 10 Kis previous accounts.

Severn Trent Labaraturies proved its skills and
competitiveness by achieving 20 percentolits sules during the
year outside the Severn Trent Group.

Severn Trent Systems” skills inadvanced computer
software were supporied by an alliznce with 1BM, now
successfully marketing our products internationally,

And Severn Trent Technology has focussed ondhe
development of a tachnological group, helpful both o ourcore
business and to wider markets. The Group includes Capital
Controls Incorporated, acquired in May 1990, 2 world Jeaderin
the supply of applied water disinfection technology and water
analysis instrumentation.

1am delighted to report the appointments of my Board
colleagues, Vic Cocker, as Managing Director-of Severn Trent
Water Limited, and Michas] Upstone as its Dizector of
Opesations. Michael Upstone was appolsited 1o the Board of
Severn Trent Pl¢ in January 1991.

QOur success is due to the teamwork of all our employees,
Their skills and dedication will lead to further success in the
implemnentation of our investment programmeé, the achlevement
of business growth and the provision of high standards of quality
and service.

John G Bellak Chairman




«

CHIRE BYECUTIVE'S REVIEW. Theseefnenendedwancotadie
for the excellent performance 6f the core water ctifits ~ (Fe fest
in our history. A consistenfy highrferel cfackievement rsired
in aurmeetfng new andiimprovedisiandants fox galits and
service lovels, netabfy:

v Drinking water quality was. improved. We are om Lirget I maet
the higher standards, being established for alf of Ermoge, within
the timetables agreediwith the Government,

a The desigmwork to improve processes at ous major waler supphs
works. is-wellunderway and will be completed within the next 12
months,

= More than:double the fength of mains are now being improved
cach. year-than: pre-privatisation, cesulting int increased reliability

and pressures at customers’ taps.

» Wehave also-undertzken. investiment in sewage treatment
facilitles, alieard of plan and to budget.

* More areas of sewage flooding and overflowing were resolved in
the year.

« We are particularly proud of our achievements in customer
service and supply. Despite the hottest and driest summer on
recorcl; In 1990, we did not issue any hosepipe bans.

¢ We have deamutically reduced the time it takes to answer custormer
enquities and further {inprovements will be made this vear.

Qur front-end loaded investment programme, and its early
success, enabled us to take full advantage of the tesources put in
place at the time of privatisation — the 'K factor of 5.5 per cent,
the cash injection of £360 million and the absence of debt.

T ENER AR S EAL R W e TR .
frresimemal Ames S0 miion seprosened 2 30 pre wunt
e cwee fhe preniossvear. Mhishigh Tevel ol nvestment
was peosimandy pwabirds of rumaver andawasthirds ahave
presrepeoin

Reopaeand capttel costs were sl comtained Wrongh
fereased productiity, and ourcash posiiion semains sirong,

The eassive faitane of pawer supplies, during the
sevene blizzand o the Midlands on December §, 1990, cavsell 1.5
miibion of our cussomens 20 hewithow water supplies, This
ecoured despise cur having dusl powercirculitstoall our major
water treaimenst phants and sume standby generation,

During the crisis, dewiled c;ncrgcnq' procedures were
implemented and the response of ur employees was
outstanding, We are analising the security of our strategle water
network Lo see whether Further strengthening s sequired,

Outside our regulated water wility, ourobfectives include
the de\thwm of the business through the exploltation ofour
skills and expertise through joint ventures, patnerships and
acquisitions, Early effosts in Gsis direction have met with success,

The greatest sset of any company 18 the strength and
commitment of its work force, We have put much limeand
effort into extending our human resource actisities, by adding 10
our skill base in such targeted areas as graduate recruitment,
engineering and quality assurance.

We will continue to emphasise ¢ost control, product and
service quality, technological Teadership, and new business growih,
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COur lnvestment programme - acrmes alloupsghers of
operatfons - isavital plank imowepfanste meade smdaeds
demanded of us by aur customers, Atotal of S40R milliom s
spent extending ambimprovingopernticnabandicifien Geflives.

Thils Mying startwas madie gossibfie b exefys planvtag,
effective managemenrof desigmwiibirathie company. sedthe
matrf of resources, Bothnfm fiowce andifeugha im, aserbed
dellverthe englneering; outguts, Weanticigate that cur e
Investment:strecesswilll mitfgate the effects of inffaticnznda
steangg regulatory environment andiwilf result inthe
achievementof our fegal oBligations.andl compliancewith cem
Ruropeam:standieds.

. The'constructiomof the €arsingtors Resesvoiz, in
Derbyshire; fs.expected!to add somie [0 pez cent & aue resceesces
andiarfucther margit of security to Incretse reﬁahﬂhﬁ? supplisy
fndle il99()s. Therresersoir, for whichs planning began in 1964,
will'be complete-this year. Filling is due tobegin ins the Autmm,
with:the factlity operational i £993. Plans fos firther resource
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A Romstersioes wark wis complaed w-ensure 1t wakr

sl s Ao smndis Farkascuerontly untenway o
@rarghans frzans waterarementavarks are on schedule,
Fapprments ka soeinmem fncilities sypilving witer 1o Govoutry
s Neinghamace findheconstraction hase and Aesigys nre
o Barxd e fim Glanoaeshive, Warwickshire,
SorToelbine, fefvestenshireand Meryshire, Nowertechnologles,

e as ocanisrtion, eadbor §iraionand aflirawidleTighy

diflion, e hong dncorpized dnourgilans forypdaing
que water ez Tizithir,
L8
AS5D enilina soeontruetlon project:at Frarikley Witer

Trermnex Wooks, 0 Birnitngha, oorlargest areatment foe iy,
i3 progressing on sehedule, witheonypiletion glamied for
Septeraber 1992,

Cirsventls, wee v replacing or rlining atanannal e of
s 1500 Kilometves of dnibing sater ansing ~ ghead oot
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and twice as much as during the last year before privatisation.

Sewage works performance was strongly improved. 97 per
cent of sewage works complied with their efituent consents for
the twelve month period. We expect 1o achleve 100 per cent
compliance, with ali works fully meeting thetr sanitaey dischurge
levels during the cusrent yeaz.

A replacerment programeme foe 700 sewage wavks, whidh
seqve sonall cusal comenynities, was tromeled. Soml), nebde
contained and unebtrulie sewage wooks puelgrs wilt be pua ta
place ovet 2 15 year pestiodl

The Geaffoen Caorss Bling, w folnt ventuse wils Anglin
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Water, was completed during the year and will come on stream
fn 1991092, Ivwill regenerate carhon used for the final polish in
wiater supply. Increased avaliability of this facsflty, whichis
curvently in shoz supply in the UK, will have a cost effective
frepust oo quality,

lplumantstion of the Flzt Sonitoring 2nd Control
Synees wes inbifivied wnd b5 expeciod 1o be complered by
Ut 1992, This £20 ellion Erestrnons 2 sophisieasd
venate tebamating, For Bedh warar ad seaspe Fcilistes, is being
Repllermntad acuous the whote of Sevem Toent, B tave
prgupicsig,
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Ve are at the forefront in the application of advanced technology
o control operating costs. As a result, despite significant
increases in quality, we remain a low cost operator. Our
combined water and sewerage charge per day for the average
unmeasured household in 191492 is 38p, less than a loaf of
bread and conslderably lower than a litre of botled wases,

Sevem Trent's chirge for drinking wxter b the lowest of
the ten peivatised compantes and much Bemer thun most of ine
European Communlty. Cost contrul frftiatives, wuvy of thamy
based on the use of advenoed technology, huve made dis
possible.

Power costs have been cut by § per contt thouyhs owr
ability to puschase ety uﬂxﬁnmaq‘gnmw o the Bendblle
tarifs of the power companties, Adamad camputir Susties Baellp

¢ Usto manage powercotsurytion i au ple, O luge
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sewage treatment plants, for example, are virtually self sufficient
i power, using methane, a by-product of the weatment
processes, Lo run generators, '

Qur interlinked drinking vaater grid permits flexibility in
tperation and effective distribution of water resources. There
wenemo hasepépe bans in Seremn Trent i 1950, daspite the
thotrest v olsiest surmmonr e recond bn the Midlands,

A vargye of opevaabona) and adomimbitrative systems have
veviltedd i dinamutic bnevecuses b pracduziiiag. DO, for
exvmplle, o woulk plluniog syseem, b binked t our onosmer
st S cuonre thg smiintumesies werls ane promgpry sl
efffetlontdly acemamplidhed,

ISR, e B Pty el Chutovmes Vismsatfom
Shstem, vl pueenanard spoodsall bitting and ouermer
et Whille CAST (Slvenmer Ausansting Sovers Teon)




has been implemented to bring real-time facilities to this area.

Computer aided design and expent systems, curzemly in
use or under development, havs improved engineering
productivity and are helping us to establish the maost cost
effective design solutions for our cagital improvemens,

In May 1991 we acquired Stomer Associxtes, Inc.,
acknoatedged experts in the ara of pipeline operatiomy
management systems, The * Stoner™ System will be imphamensed
duting the current yeas and will be used 8o tges lvestmed fo
earliet impeovemments i bevels of sexslos to cutames,

Process conizely, eusreredy b plave er under donessment,
cont effectively mucimtatiny ene Bigh quality stovudiondls Suough
remote onitoring and eonnrol tebemetn, Stwwater teudinimg
Fcilittes, fos exctaegle, novqudie voiinitoomnue seafl ntenvengiion aind
e capoble of mmmote evutnl,

. \w RO
e

W e
+

Rty
» nmribe

o
1w

Comparison of Sevem Trent (blue) household water and sewerage charges
(139192} apinst the other nine companies, (£ per year)
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Good early planning has left us well placed to face new and
strong regulatory pressures,

Qur high level of environmentatly sound practices means
we have 2 comparatisely low exposure to new obligations created
by emerging nationat and European standards,

The kack of sea coast and bathing beaches, and
dependence on rivers, both as sources of drinking water and
reciplents of effluent, have abready phuced s b the faofront of
advanced waste water treatment, With no sea quttils and no
sludge discharged to the sea, all waste wates s fully treuted and
infand sludge ditposal routes ae well estdlihed

Theouigh ealy [vesinent i eperang e, we ave
already well advanced vy eting the reyuivements of the
Deinking Wazer Directorne. We expest to Do able o seetall mow

sreqiirenents en schodule »
Wi iy paurtieier atention to dhe way we uzdeutitie gow
“works D aperutonsd and enginoatg dpuritents ave
tesponisible far co-ondirutting e sttt the sttty ad
voluntay envisomenss] gertes. e bifgh Dovell of festiment
prodhuced significemt wadk fur the dapusteents i i ave g
et
Simeiluly, wel gt conautrsdivit dhe puetaetion eff euw

industrial heritage and have supported much archaeological
field work.

Qur Recreation and Conservation team warks closely with
fts Advisory Panel, which includes representatives from all major
voluntery and Satutosy ervinenmental and recreation concern
oS i W regiven,

Too buatlp Fneresse wmseniss of ennservation fsuzs and to
vl fiovnds froom Bvdhwsdey, wee budiped the Wtkands and Wildfond
Thust ot Simibelidge produce  vides drsmbng sention to the
patince of prestog wedtinds for bisd e,

Muefinyg e v,  vesten il e eomsfromemesntel and
ecseacdiond wodsliles at Ciwsémgton Reservgir v desm wpand
s et W lememtiod a0 m cont of v &8 oot i,

M e, wehiicl b e vaoels off o eigpeasnd
SO0 wltsons ey, prosties Bt sl cestie, editiions,
oesttanenot el i avens, 8 el s w amsfring diadh, 4 vy
st e B oo Bihitng, whind sufling, canging b st mtrza
s, dampllonsintation b stbodlalod o Dugi it the et yer,

Oz ey Revestion sndl Gomsomstion setihiz, shidy
e ity tthe Sty ff Sttt o Bhe Wbivamenenst 2e
enve ety descuthod sy ol S Remoy,
sl il s wejeis B the ey,

HuireHonithiee sevapt it untote ol il sty ihdifo wethiis et
(it bttt tisosteniiommsntudbe g fremalion; sl ot Sy T
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We are always striving to improve our quality and service delivery.  focussed on detection techniques for blue green algie.

Technological developments are focussed on the requirements Engineering efforts have emphasised cost control through the

of the core water utility, and aimed at ensuring cost effective modularisation of plant and facility design. A well developed
operation, high quality and longer term profit poteniial. manual, which incomporates the use of advanced cumputer
We curcently enjoy a reputation for technelogical sofraare techiniques, is in use,

leadership within the industry, During the vear, our intema! o Systems Contra! research is examining the use of computer
technology group wus Formed to busild om that pusition thiougle  systewns to optimise peeformiance 21 trestment and sewage works.
steategle reseasch and development e oter o e a5 weell g Apuogrensme st Crenfiad bnstinre of Technalopy is loaking inta

the marketing of out technologies elseuhere. et Systeons for the design of disinfectfon systoms,
T 169892 swe prless oy spend £5.5 willion on owy 2 Mot e Uindoorsiy, wn expint system fos site
R & D activities, compared 10 ordy seme 27 coblliow i cheyeer  Enmestipaion of gewnd cond?ons b betog devclopod, A
immediately pive ta privatinden. st brvesteed B betog mande in imtrenenitize to
Asbepoins teehmalosiiond stesegs b i plice sod sesessch  omaibir il plluas o Bssver and wmive e wng of
actividies are betng, piissved withiz this Brummewark., Tompraniny epuziizend effioiey
» Advuariced waiter Sreatmentt techtges eve being explovedi i ey o Sladhpeand stdie diigestiion veveselh i alemed o smintabaing
pace wich sistg Etpropedn stendtonds, ntnmastidiag, 8 the eontranmeniad sonndbiess o dipomed emethads cmently

irviptote the spplic tion of estutlisbed distfettion teclmiges, I butioyg i B engrse dhuan Bl cwrnton, Raasiatlse gecsigaes,
vitel, whilks e eouiizerd bpefi Ul Be ebuitod Houn theview unting censputar woerallod tettos, avewndar ovlintionto

techneligies of cnne wad wlivpiolet Dight St ottt gl et pensead it

A far] s veee tentoendt plind weity bl eabon - Ssieatt el vusiensdh s esglonting psthodds el vudting the
aged ersorss b Beert ovinatsstored i Beavaiiiflons ausd iy ity aed o eotter ef dffloa 4o e fh o
cuitrently et 23 eegaittes pesrdly: oty Sdoiiopull Wikde Witter Direcéive, Reseird et 2

ASLT0NC0 pilot gﬁm‘& uidia covstinstdion twiP ettty sage, et it yluts ae enpadted Yo e it plagd i
Fevkedury wil expitrerg with difeng eomlinuttonsef ¥ dhodmetyur,
arnse, hesiioet und apvatad carbors brestmunt. BB sethudlatind acllition oy dhenathitties deernestad o i si poia
iy b omtossiovien] i Seteneioe 391 ey sy, We cebpuny it moe edhnelogy frets

o Mictohioligical sesenseht s e af watr ittt et Hrosghteguibitins and dedepumets
s patticiear, peverict etneg B att Wawitek Unitiilty s eutjsinmtinywitth the Svern Tt Teclrellopy grocgy
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Effective management of the business will, we believe, foster
developmient of our core utility from its sound base. During the
year, we substantially improved our infrastructure through a
record level of nvestment. In real terms, we enhanced margins
and improved quallty and service levels.

We successfully managed our programmes to achieve the
required outputs on time and to budget. The application of the
‘K’ factor is vital to finance our planned quatity and sersice
delivery.

Efficient managesment of the muafor nvestimeny
programme was only pact of the suevess of this ot yur, We
have also seen real growth I o incomme base,

Appeoxdmately 75 per cen of Girconme b guriewsted by
unimetered custonmers, with dimmumﬁng % e cent, pelbmayly
fromt indfustry and cumeneeay, Betng ometeved, A1 naw Bwses h e
cegion, of which there were appeosionitely 28,000, list yewrae
beingg stipplied vix emetens, Thherss hus Beetn soeme et i puttiaed
Ircorne despite the ecomoemie duwnta i thi tomnunity,

Weare tikiing o aetive ruusketiow appoaicth o dluvella
fievther aus comenereital smetoned st Buse s tradle
effbuent imeonte, Both edteady the Rugest i dhe ndbouiey, o

provide a fully integrated commercial service, Key Account
responsibilities were established throughout the company.

Several significant new contracts with trade customers
were signed during the year, adding approximately £3 million of
new income. Prospects for this aspect of our business remain
promising and we expect it to be an important growth area,

We anticipate additional growth, both in the domestic and
conemercial/Enderaeial sectors, generated by the completion of the
S8 matomway and subsequent devilopment along that corridor,

Outrability t2 mussge o nvestavent programne, and to
awpomlish our goull, requived o serder of the way we do things,
Uwsiing the yens, el ot mmegoment and supentsory levels
oggd i aummnmwtw euluze sumveys and obioctive
tlnoning, W Bt Ehudts of e oot e e seom i thee
lemyuroned pradneideitsy off the bustregs a5 @ whisle,

Ouer el caepowate plias b the bl For serving
abjucttives B aomplloes thuomyhout the axgrrdiizsion, A pasiive

tened et il endteesiess st conmieal, tempromed contomer
sttt quelbiy and the posieit of sanme exving epmonziies
e et et i, avad atkes s Ehe St pites S
ibeypated] town werliing,




Cash generation is vital to eur busiiess, with operaling revenues
acconnting for two thirds of our investment this vear,

We began the year with the ‘Green Downy' of £360 million
substantially intact, and ended 1990/91 with a large proponion
of it still available for investment.

A number of factors contributed to this continuing strong
cash position. Excellent cost contrel, coupled with the revenue
impact of RP! plus the ‘K factor, generated oraxh needed cush,
as did lower than expected inflation effects oo mumy of our
capital schemes and highec intesest cates omour ety
investments.

Our market, which encompusses 8 25 willion people arer
20 8,000 squate mite area, rermaizg strong and bulimeed i gpite
of the econormic dewntuen in eost industies, AMhoulh the
customer buse, pasticubisty on the rade el sidle, tnclds
Tasge nintber of blue ehip and e nduytstad qovmpunies, 2o
sinigle ctstorner accounts for ocee thary 1§ pey cant e Encate,
Our ircome buse is vepy stablle,

Neve technialogy eviabled s to Bl meststnsaed eugtiunens
woee efftiontly wnd s gettlornent of itk was futer,

Costs were tightly controlled, but not to the deiriment of
standards of service or the responsiveness of the organisation 1o
customer enguiries. In both these areas, good progress was made
to improve service -- yet operating cosls in our water utility
business were still a couple of points below the rate of inflation,

Ouer the next 5 years, our Investment plans will,
mecessastly, consume cash. We will be spending more than £800
per custamer aser that perfod. Oustomer charges alone, even
bl for the 'K factor, will niod onver the cash needs of this
Rewed of mypoovements, Biowoses, our curent, strong cash
aiiio gives ws ettt both b the thelbng of our borrowing
o i el ststia o of e el prafile.

T el cmaretim, oo Tressucny etishes hve already
o esmyplingsd i plivwtong B fature cosh meads, Duting the
e, e Do eneygeaianed st B Dasestonond Bank and
Hecse Bttt dleniipaecd b wtomgithoenn Fatoor eur Bopzzd prositbon.

oo UAchom e eyt oo bt o thog enptisition ef
A e DO e, Wi gyt wiose wsale Benefly eunsidle
Sy Tt Witor Hisriond, nd ware fined by Soven Tt Phe,
et wasonisie 8o, G gymrtiors Grom, theaypoitol bogines,
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Our goal is to be a world leader in the water business. In this
context, Sevem Trend’s skills as a technologically and environ-
mentally experienced water utility have far reaching, strategic
market potential and offer important avenues for long team
growth. We are concentrating our effosts in North Americn and
Europe, particutarly Belgium, Germany and ltaly.

* Severn Trent Intemational is making the transition from a
consuliancy ard, in its first year, has developed a fult range of
water and waste water management opesating senbous, Ous
utility skills have been targeted on promiding mashets in Baupe,

notably Gerenany, Belgium snd feaby, 2 wel a5 the Utz Rotes,  ounsdde Sevem Thent. Asign

primaily the Exst Coast dnd Taxas,

Trc Bolgium, we are assisting with wusnagirnent aod
techinieal services I wn agrovinent wih dquuthn, @ beud
Compang’, to peostde waste water sestices for 3.5 uniliiow pemle
in Flinders, We buve alio sequied o 30 percun shere of g
equity of Aequaifin, and exaly i the now yer contrets wee sitoed

foe thie reanagenment of emmicipel water ushtis for heve subouls oot “Ubse rostimess i epected b omilke @ ymelt 7 i

of Fltilelpbein, Penne - 0. Covultaaney puefiects ware
alses unleriaen i Belghucy, Pueto Rite, Sttt uod Sty
® Severn) Trend Wiste huss evpundiedt; ot eursont vespomsibibitiey
ivvbee the ol of liguid and solid waste Eromanvnstivyof
irbusiies. We aze prsticnhofly attenstive to et et
vespersibilities B thiv vt Tt Qorett ol onyp
atigulsition of Bifh, 2 the etisent ver, sndhwill conttiyme b
gt ot setielnies.
+ Severne Trent Sys¥ans s Bt o osth B sallos o ey
sophisticeted softwe sl systus o exhorvtputitifies e walll

[EREr R . TR

as to the oil and gas sectors, intemationally, Our potential for )
excellence has been recognised by IBM, which has entered into
an alliance with us. Our product range includes DOM, a work
management system which has had considemble success in the
UK, the USA and Australia; CAST, a customer billing system, and
a number ef wher smalier products, !
© Severn Tren! Laboratories s equipped for increasing sampling
demmznd from Severn Trent Water Limited, jts principal
customer, Encreased marketop efforts addressed to the :
commentiial yoctor vesulted in 20 per cent of husiness being vmn
of the guality of service being
pasiied s cesmonntrasted by the elntaeg of KAMAS
aeveditution four spectroumty s by the Laborssortes being
dypuibatted o Clblic dnadyst Fore e Royall Gaumty of
Bertalitre,
o eantt Dty Whmihed uostiinned s aumstiies En
comtetElon wilth suarpllus proyeety dinposd, duuﬂmm

M

P

ot cmtiitheeion b conptte preffts,
\-mm'um'uwwhmytwmmﬂ@nm&m 4 ]
mawsmwmmmmumamammmw agbfinion, |
Whicbare wital to dhe contirniing snceess of the o f,sn
Sy 5992 Stemor dwonthties, b, el of themo mddmmed
mw#%%w&mmwhﬂﬂeﬂ:ﬂ%\wwm "‘.
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We are a totally environmeutal business., Qur activitles ~ the
gathering, treatment and distribution of drinking water, and the
collection, treatment and discharge of effluent —are nota
secondary, philanthropic adjunct to our business; they are our
business.

We wish to be a world leader in the water and waste water
business, using and developing skills we already have,

We purstie this objective in the belfel that increasingly
high standards for the environment e an esseoutka] pust off gur
drive for success. Leadershiip it the water, wate water aod ather
related businesses depends on 2 healthy ensbonment, Wi wlo
belleve our viess are shuard by our custamess,

Qur commitent to o heoldv ensiavtmpend v the witer

business will be matched also in our other businesses; that is

why we seek to provide high grude, reliable and ethically
motisated waste disposal arrangements for the public,
Within the company, we have established a high level

group chargad with coondinating our approach to the
cnvirosunental agenda,

"The remit s no? limited to core business activities, It
cosers ] arexs from staff wraining, vesearch and dvelopment,
aatesiiels vsamagement wnd recyeling to drinking witter quality
) e gy, §t wild Mentify oppormunities for making
subungs wndl kg adantage of epportunities from new
cursironomentsd techislegy.
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Much of the year's success was due to the skills and commitment
of our employees. At every level, the effort to sharpen existing
expertise and gain new skills led to buteer use of resouroes,
improved productivity and meeting of deadlines and esngees,

Acxoss the crganisation, emplopees pantSeiputed b
programmes to upgrade qualifitations, Coouyes exsendad foem
national vocational qualification traouad to weerediiod, En-fuuge
BTec and Clty and Guilds coerses, and Master of Scionce

© programenes ren in condutation with govesl wnwtties, Oneed

oue Ditestois wso ademded the dateenutoued puoremens ag
farvard Unersig,

Addittonalty, aver 30 gradhinde tecuudts jotned trdiibg
peogamanes i eperitiong, Camputing, enyjinteriy and
E

Thie objiect of Hhis effut i 9 et suncessfhl
stiecessian phening, anstaing the cvsiilbility of exprant
reksoigery 6 develip the busiess,

The Cortol of Sulistrnges B to Healh
Regubations et dpleviatad dovmhons dhe Gompuny il
condribuded to o redlution i astidng levelly, wibiich ted g5 ain
g o the Buiaty Sefly Coooetl iy 50

A st et B0 puiitiiutie i the Qo s shiesive
sicherio s praade 40 enryiosiees i iy, vesiellding ity 10 gt
et of eligPle eomglloyens joiting the sdhae,

"t bt encoud g sl e ownenslil untrinygsd
exnployess, u profi sttt sithete seas Uatarlied] B logues i
the scheme will ezoh e the ety b teoiie sl el
percentage of conpny pitofts, o the S off hues,

A Persovea] Equdly Blary (PEP) sethrentse Bot e Odioansy Shutes off

Sevem Trent Plc is to be ini}oduéed, which will be managed by |

Bradford & Bingley (PEPs) I.!niiled, 2 wholly owned subsidiary ‘
of Bradford and Bingley Building Society, The PEP scheme will ‘ ‘=
allow both shareholders and employees, who are UK residents, to
kotd (within certain limits fixed by the UK povemment)

Oritimary Shares in a PEP efiher by transferring (by the sale and
sepurcisoe of) their existing holdings or by purchasing new
addiziomal thases theaugh regular monthly or lemp sum

prayumens b0 the phen. Rusther Fnfornustion on this scheme is in

the ety s2nt o shizrehoddins vach the Nodtoe of Annual General
Meutisnp,

A ezt elild eave schiome wis talen up by more
s YOO eomployees,

O 20 oot and Undifiuad Desed, we tite am active
fintenvesd l o crmumunziies wee surve,

Ihee guasrons off eur dhuitedble gl b distibuned v 4
wide pegpe effapyds ool withiin the $ovemn ‘Toant segion,
Wil the omiikng 25 pur cont gty o Bhe indostywile
hiuty, Winadid, -

Wig e ellomdly yvolved witdy swvaead benchon®
ittt iy eveting eduedon pudks gy wegpond dhe
Sttt Ooetiontioenn, Covvettly, o hedimeor Erom $tuSondbine
oo et Sionadent 8o S Tiront 8o Bac dovebop ot wihibols
Wsateatharre et Bathoonn ettt

A puetioollsthywetovionthby ewst e yeir wasthe
pusieiputtion off U2 wirglogues o the vistorion et sriorghumags
iy Sikre, Wowmarni, Mheatfiont, Sestoved e “Ohullletge Ak
ellosisenty urenranimntiir ) batttenus, Sepolhvnd he loibig el syow
watte it il sewens, Heetther vt yilotsbing & vow Sustern
fear dhiweng i, Wialoyees o contrthanad sovera elesstion
sty e ouglhoriogie — Heat e off S imany imdividbol Sund
ik, ihe compaysepporsd the projet by providing.
e B witth puy, velbiieles, pifpeso sind prosmys,
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Sevetn Tren's Byard earvendly has
12 members, chosen for thelr wida
expetience of bitsiness and cormierce,
and For theie specialist knasledge,
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PLEASE NOTE THAT

DUE TO THE POOR
QUALITY OF THE
ICHE SOME OF THE
FOLELOGWING IMAGES
ARE ALSG OF POOR

QUAL 'y

EYRY

e



N Y - GLE R g “‘a‘,;f’ s
g B L. e

rondcastiiip
e
3‘ of! :imil}'ﬁjewe'hﬂery ei '
o A \ 3
aniesahip:has’
Clm s
oA

Iober: 1‘8

2. s 8 Bl e SR B
b 5 %w,‘ % : Si%nar?‘c ML
P L e A Ay i 4 K o
Wfi‘ : on %@Bomrd'!n 119895 ! R C ) n{@gvudec‘%*‘ x
s e e - AT . - L ) 3 ¥ e
§ Fifitice Dircet0RobRoSElevplohs e Galhedra
T R R e T o L A gl g AT
g clmcmbc,qfaefB_Inam i pledioihe Bafird i eae
i rof ndistrvanid Commerce ;
PRAS ] T R IR WA
da'member,alihelFinance v
e R ey ok (r-.
'of i
o
fRe

A
[ T
Y

[T N
A,

DU
.13‘.5?\\‘;, S
Ly

. n,lt

[

T o
g

S




Directors’ report
The Directors present their Report, together with the auditad
Financial Sisements for the vear ended 31 March 199].

Principal activities
The principal activities of the Group are the supply of wa'er and the
treatment and disposal of sewage, together with the development of
businesses in refated areas. These are described fully, together with
a review of the Company’s business and future develapment in the
Chief Executive’s review on pages 4 - 23.

A list of the principal operating subsidiaries and associated
undertakings of the Group at 31 March 199] appears in note 23 to
the financial statements on page 46.

Dividend and reserves
Details of dividends paid and proposed are set out in note 9 o
page 37. Subject to approval at the Annual General Meeting, the
recornmended final dividend of 11.p for each Ordinary Share will
be paid on 1 October 1991 to shareholders on the register at the
close of business on 22 July 1991, '
Proposed transfers to reserves are set out in note 19 10 the
financial statements on page 3.

Acquisitions
During the year the Group made a number of acquisitions. detals
of which are provided under note 22 10 the financial statements on

page 45.

Post balance sheet events
In May [991. the Group acquired the Biffa group of companies for
£212 million 1w cash. Biffa 1s 2 market leader 1 the collection and
disposal of waste i the ['mited Kingdom and Belgum.

In Mas 1991, the Group acquured Stoner Associates
Incarporated of Philadelphia. The compam s a worldwide leader n
the provision of solutians 1o pineline engineering. operations and

management problems.

In June 1991, the Group agresd to acquire 2 20 per cent holding
in the Belgian Company Aquafin N.V. The company 5 responsible
for undertaking 2 major investinent programme to provide sewerage.
sewage treatment and sludge disposal facilities and the subsequant
operation of such works throughout Flanders.

Since 1 April 1991, the following funding arrangements have
been put in place—

{a) £100 million variable rate leasing facility

{b) 100 billion lira fixed rate loans (6 vears and 9 years), from the
European Investment Bank. swapped into £46 million fully hedged
floating rate sterling loans

(c) £150 million 112 per cent fixed rate Eurcbonds due 1999.
{d) £125 million 11» per cent fixed rate Eurobonds due 2001

Directors

Air O 7 MeMillan retired from the Board at the conclusion of the
latAn " General Meeting on 15 August 1990. On 9 January 1991
Mr M. b. Upstone was appointed a Director of the Company

Having been appointed a Director since the last Annual Generat
Meeting he retires from the Board in accordance with the Articles of
Association of the Company and, being eligible offers himself for
re-appointment. Sir Richard Baker Wilbraham, Mr. v Cocker and

Mr R H. Bowster retire from the Buard by rotatson and being
cligible offer themsch es for re-appointment.

Mr V. Cocker and Mr M P Upstone have service contracts
which provide for not less than three vears wrien notice of
termimnation b the Company und ot less than welve months
wTiten notce by the Director expirnng at any ime $ir Richard Baker
Wilbraham and Mr R H Bonsier do not have service coniracts with
the Compan or anv o iis subsidirres

The snteresis of the Directors 1n the shares of the Company
were Oy [ollows -

31 March 1o9] I apnl 1900

Betwhiial heddings in Share oplions under  Benehual heddhngs in Share options under

ordinan Shares appewed schemes Ordinan Shares apprned schemes

I. G. Bellak .bbd 114.731 ~.obh3 114.73]

R. 8. Paul T899 143.54] =359 143,541

F. Earnshaw 2498 82014 2408 92014

Y. Cocker 1.29] #h.1%9 +.291 86, 2u0

S. M. Larnder h.259 9= 0.2549 9= "ig

M. P. Upstone 1.7l o114 L271+ 69,178+

T. C. Heywood-Lonsdale 84X - 2800 -

Sir Richard Baker Wilbraham B 40 (onr - 11 96t® -

R. H. Boisster Lim - oL -

A W. Henn ALLL — 3R -
R. Iretand [oon 10w
. H. Simon 1000 4 %)

b
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A clnizes m e abue tesmated nteresty OF the Eyracton wyse
seetitied to the Comipans bebveen the vear endand 21 June 1)
exvert that $ir Rechard Baker Withraham disposed of 35,000
orduvaty shares (nan-berahicial initerest),
* weldes a non-hengheial interest of 10,000 ondinary shares at
I Apuil 1990 aud & pon-henetictal nterest of 25,000 ordinary
sirares gt 31 March 1991,
+ gt due of appointment,

No ophons were geatted to orexercssed by the Directons
wiling the vear.

N Direator had an intersst in the siayes of any subsidian
COmpars.

No contraet sigmfizant 20 the Comparty's business in which a
Treestor hatd a oaterial mterest was eutered into durmy the vear

Fited assets
The changes in tangible fixed assets dunng the vear are shown 1
wae 11 1o the tingucial statements an page A%

Share capitd
Detats on movements in shase capital are shown in note 1S o the
Hrancidl statements ou page 42

Shareholders will be asked to pass  spavial resolution @t the
Antual Generat Meeting auhovising the Directors, usnif the
canclusion of thz Annyal General Meetang of the Gompans 10 ba
held in 1992, to allot shares for cash m connection with a rights
ssuie, and generally up 10 a spicitfed agereate naminal vaine. The
speced resolution jy sevout i fall m the Mottce of Mecting which
acoropanies this documen

. .
Execntive shove optioa scheme
In hus Budgst sttennent in Masch this vear, the “hancellor of the
Exchequer proposed 2 change ta Inland Revenue approved
execuiive share eption schemes which wouta, as from 1 January
1892, aflow oprions t be granted under such schemes atan option
frice 15 per cent icss than the market value of a share 2t the time
of grem. This facility will only be available if the Company has
esiblished an all-employee share schemre. The Cownpany sauisfies
tns condition since it established both 2 profit shanng scheme and
4 swings refated share option scheme at the time of flotation in
14989,

The Ditectors, therefore, wish to seek authority fron.
shurcholders to ulter the rufes of the Executive Shave Option
Scheme to take advantage of the proposed changes when
leglation, giving effect to (he Budget proposals, comes into force.
The fesolution 1o b put to the Annual General Meeling is set out in
the Natice of Meeting. If they receive this authority the Directors
will implement the changes at the relevant lime, having regard to

the vien of the Invesiment Comnutter of the Association of British
Insuzers o this proposal.

Shiresave scheme

In his Budget statement, the Chancellor atso announced that the
maximun ameunt 2 participant may save each month to fund the
exercse of an option granted to him under an Inland Revepue
approved savings relaled share option scheme i to be increased
from £150 te £250.

The date from which ¢ increase will be effective has vet to
be announced but is likely to be kte. this vear. A participant would
ouly be abie 10 take advintage of the increased savings limits if
invited to apply for @ savings related share option after the new limit
comes int effect,

The Dirzetors intend to aiter the rules of the Sharesave
Scheme to increase the savings [imit at the appropriate time.

Research and development
Severy Teant has significantly increased expenditure on its Research
and Revelopment programme 1o £4.3 million with particular focus
on tag improvesment af water quality and waste water treatment.

We continue to search worldwide for new technaologies which
et be developed and subsequently utilised within our investment
programme for the benetit of our customers.

Contributtons for political and churitable purposes

Tanations (o chantable organisatious during the year amounted to
115,239 (1990 £20.034). No political donations were made
during the year.

Disabled persons

Sevetn Trenbhas 2 policy of employing disabled people in suitable
posts and of making arrangements, whetiever possible, to
engourage emplayees who develop a disabllity 1o continuve working
with the Group.

Health 1nd safety at work

Qur commitment to heath and safety is being strengthened by the
development of proposals for the futreduction of & comprehensive
ovcupational health service within the Company. This will allow us
to build on previous achievemrents recognised by « British Safety
Council award for our recond in 1990, and contribute towards our
objective of Jevelopitg our people within a framework of best
health and safety praciices,

Employees

The umber of people working for the Group on 31 March 1991
wag 7,729 (1990 7,218). Of these 7,182 (1990 6.,986) worked for
Severn Trent Water Limited, the water utility,
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The Group tms well established emplovee consultation
arangements which provide a waluzble channe! of communication
about business plans and obijectives and their achievement. Qur
regular house newspaper “Stream” continues (o be popular with
employees and regular team briefing sessions take place, which
provide for communication on a face to face basis and =~ to
inform employees on matters of concern to them as employess,
Purther details of employee involvernent, in particular training and
management development, can be found on page 22.

Substantiai shareholding

As at 21 June 1991 the Company had been notified that Friends
Provident Life Office held 15,582,200 ordinary shares of 1 each
represerting 4.4 per cent of the issued ordinary share capital,

Close company status N .

The Company is not 2 close company within the meaning of the .

Inpome and Corporation Taxes Act 1988. o b

Accounts of Severn Trent Water Limited C _

Separate gccounts for Severn Trent Water Limited are prepared and : -
sent to the Director General of Water Services, A cpy of these

ficcounts can be obtined on writlen request to the Director of
Corporate Communicetions st the address given on page 25. There

is no charge for this publication.

Directors and Officers :bility insurance
The Company maintains insur.nce under Ssction $10(3) of the

Compnnies Act 1985 for its ofhcers against liabilitles In relation to
the Company,

Auditors

A resolution proposing the re-appointment of Price Waterhouse as
andiors will be put 1o the Annual Generai Meeting,

r -By order of the Roard
. W. Mattin, Secretan
19 July 1991
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Financial calendar

Announcement of results

The results of the Group will normally be published at the following
tirmes -

Interim results for the six ment'ss to 30 September  ~ Decemnber
Preluminars announcement for the vear to 31 March - June
Report and accounts for the vear to 41 March - Juls
Dividend payments

Dividend pavments wall normally be made at the following tmes -
intenim dividend - early April (announced Decernber}
Final dividend - earh October (recommended June}

N =l



Group profit and loss account
Year ended 31 March 199,

1 i
Hates S Im
Turnover . 2 620 544.1
Operating costs 3 (4276 (350.2)
| Opecatiag proit 2 199.4 1639
‘ Income from investments 0.5 -
Net interest 5 3135 (34.0)
Profit on ordinary activities before employee profit shating 2512 129.9
Employee peafit sharing ‘ 6 (L0 -
L Profit on ordinary activities before taxation - 249.0 129.9 |
Taxation on peofit on ordindry acti@s - R 7 (20.5) 1n .
Profit on ordinary activities after taxation S~ 24 118.2
Extracrdinesy ilem 8 L ' 59
‘ i . Profit for the year o 2184 109.3
11 Dividends T 9 621 (250
3 Retatned profit for the financial year ‘ 19 156.3 743
} Earnings per share 10 o1.5p -
Proforna earnings per share A 10 - S6.4p
|
I .
s |
i
&
% i1
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Balativ e shoe -

I
j Group tompary ¢
il 1990 194} 1990
i: Nolos u sm an m
i Pixed assets
i Tangjble assets 11 IR R 1,530.4 9] 0.1
1 Invesmments 12 "4 0.8 i § 400.8
LR21 1 1,531.2 108.9 4009
.;l Current assets
! Stores and work in progress PAR 8.3 - -
Debtors 13 w2 61.9 i8.1 59.1
\ Short term deposits and investients 14 3394 368.8 RN —
5 4] 439.0 s 59.1
) Creditors: amounts falling due within one year 15 {200 7 (193.9) 681 (52.7)
*  Net current assets B ™ 245.1 R 64
Total assets less current liabilities M58 1,77%6.3 7.3 407.3
" Creditors: amounts falling due after more than one vear 16 (10™.6) (55.8) - -
i] Provisions for liabilitles and charges . 17 i T (45.3) - -~
! Net assets ' 1884 16752 alm3 4073
Minority shareholders® interest _ L0 1 - - -
| ' 1828 3% 1,675.2 4173 407.3
‘ tapltal and reserves ' - - .
"} Catled up share capital ' o - 18 i CL R 3538 838 353.8
" Reserves and retained profils . 19 l47as 1,521.4 835 58.5
.. N o r- - .. [
SseRs,  1ema2 av3 - 473

Sgned on betulf of the Bowd who pyroved thesesuipon t9guly 1991,

'S fyi Latnder i
" Comparsta Dirvetor of feunze




Group statement of source and spplication of funds
Year ended 41 March 1991

£m
Operating activities
Profit before imterest after employee profit sharing 1972 163.9
Depreciation 48.9 40.3
Infrastructuee renewals provision 822 69.6
Fixed assets: ,
Trvestment in tangible fixed assels ‘ (355.5) (227.9)
Infrastructure expenditure \ “_ ‘ B o {26.9 (35.9)
Grants and contributions L R/ 129
Operating disposals S (I cald 2.0
Warking capltal rnovement N B o " A ] , 80 .2
Reorganisation costs : R I v (10.8)
Losses of associates : oL : . ; B -
_—"Tnterest and investment income ’ . ) ‘ . 518 (34.00 .

9.2 43

Acquisitions and investments s . S (27.6) (2.8)

Financing activities e .

Issue of shares - A o - 3615
Leases PR AL : 6.3 48) ;.
Loans S 323 253
Dividends L e (55.7)

Advance corporation tax and other taxatlon paid N (11.9)

(29.0)

Movement in net liquid funds . _ (47)
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Notes to the hianeral sbaeinents
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The financial information has been prepared under the historical cost convention and in accordance with applicable accounting standards
eeept as indicated in note D below

Basis of preparation

The financial information is a consolidation of the information of Severn Trent Plc and its subsidiaries. The resulis of subsidiaries acquired
are included from the date of acquusition. The results of related companies have been accounted for on the equity basis where the holding
exceeds 20 per cent, and where the Company exercises significant influence.

Turnover
Turnover represents the income receivable in the ordinarn course of husiness for wrvices provided.

Tangible fixed assets and depreciation
Tangible fixed assets compnse:
Infrastructure assets (being mains and sewers, impounding and pumped raw water storage reservoirs, dams and sludge pipelines). and
Other assets (including properties, overground plant and equipment).
D Infrastructure assets
Infrastructure assets comprise 2 network of systems:
Expenditure on infrastructure assets relating to increases in capacity or enhancements of the network is treated as additions which are
included at cost after deducting grants and contributions.
Expenditure on maintaning the operating capability of the network in accordance with defined standards of service is charged as an
operadng cost
No depreciation is charged on infrastructure assets because the network of svstems is required to be maintained in perpetuity and
therefore has no finite economic life.
i) Other assets
Other assets are included at cost less accumulated depreciation. Additions are included at cost.
Freehold land is not depreciated. Other assets are depreciated evenly over their estimated economuc lives, which are principally as
follows:

Buildings 30-60 vears

Operstional structures 40-80 vears

Fixed plant : 2040 years

Vehicles, mobile plant and computers 3-10 vears

Aseets in the course of construction are not deprecisted until commissioning.
i) Leased assets

Where assats are financed by leasing arrangements which transfer substantially all the risks and rewarts of ownership of an asset to the
lessee (finance leases), the assets are treated 28 if they had been purchased and the corresponding capital cost is shown as an obligation
to the lessor. Lessing payments are treated 55 consisting of a capital element and finance costs, the capila] element reducing the
obligation 10 the lessor and the finance charges being written off to the profit and kots account over the pertod of the lesse tn reducing
amourits in relstion to the written down amount. The ssseis are depreciated over the shorter of their estimated useful lives and the lease
periods.

All other [esses are regarded as opersting lesses. Rental costs arising under operating legses are expensed in the vear they are incurred,

33 S
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Infrastructure renewals accounting

The charge for infrastructure renewals expenditure takes account of planned expenditure on maintaning the operating capability of
infrastructure assets in accordance with the operational policies and standards underlying Severn Trent Water Limited's K™ Lvestment
Programme, and reflects the impact of price changes since the progranime was prepared by indexation. The timing of the "K Investment
Programme and other operational considerations may result in uneven patterns of infrastructure renewals expenditure. Charges to the profit
and loss account will be adjusted by way of accruals or defersals, as appropriate, to take account of any significant fluctuations in actual or

planned expenditure.

Grants and coniributions

Grants and contributions recewved in respect of non infrastructure assets are treated as deferred credits and are transferred to the profit and
loss account in accordance with the asset lives of those assets.

Grants and contributions received relating to infrastructure assets have been deducted from the cost of fixed assets. These grants and
contributions are a contribution towards capital expenditure which 15 intended to ensure that the cost of extending the infrastructure system
does not fail updn consumers generally, I the opinion of the directors the accounting treatment adopted is appropriate i order to show 2
true and fair view. ) - :

Investments
Investments held as fixed assets are stated at cost less amounts written off. Those held as current assets are stated at the lower of cost and net
reslisable value.

Stores and work in progress
Stores are stated at cast less any provision necessary to recognise damage and obsolescence. Work in progress ts valued at the lower of cost
and net realisable value. Cost includes labour, materials, transport and an element of overheads.

Pension costs
Pension costs are determed acwarially so as to spread the cost of providing pension benetits over the estimated period of employees
pensionable service with the Gronp.

Foreign currency

All transactions denominated n foreign currencies are translated into sterling at the actual rates of exchange ruling a1 the dates of the
transactions. Foreign currency balances on which the exchange movements are covered are translated mto sterling at the covered rates
(ther foreign currencs balances are translated at the rates ruling at the balance sheet date

Research and development
Research and development expenditure 1s charged to the proht and loss account in the vear i which 1t s wicurred

Deferred taxation

Dieferred taxation relaung to capital allowances and other tming .itferences is provided for 1o the extent it 1 probable that & bt will
crystallise Deferred taxation 1s not provided for on hmung diffe rences where 1t 1s possible that a habilits will not en stallise

Advance corporation tax paid and pavable i respect of diwidends is set off aganst 1K mamnstream corporation tay or defeered 1a 1o the
extent possible. otherwise 1t 15 written off to the proht and loss account

Goodwill
Goodwill represents the difference betwecn the cost at acquisition and the fair value o the net tingible assets acquired Googwill 1s wntten
off to reserves in the vear of acquisiion

R R . e — -
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Turnove, Oporating peohy'Gles)
|
) 1990 IR 1990 F
sy tiurnone e oamd et &m am Am ‘
Chass of business |
Severn Trent Water e 541.6 22 164.0
Other trading activities o 5.7 B2 13
Business developinent costs — i {1.4)
’ A 5473 1490 4 163.9
Inter company -4 (3.2) -
0T 544.1 100 4 163.9
1] 1990
Geographical analysis of wrnover ot £m
Lnited Kingdom nls - 542.7
Rest of World 113 1.4
h2™ 0 544.1
ey 1990
Operating cons im im
Emiplovee costs (note 4) [N 92.5
Infrustructure renewals expenditure (note 17) ®2 2 69.6
Depreciation {note 1) 18U 40.0
Other operating leases 32 26
Auditors' remuneration 2 0.1
Research and development 1.3 2.5
Other operating costs 1818 178.2
4300 385.9
Profit on disposal of fixed assets (7] (5.3
SRl 380.2
[AL4)) 1990 !
Other operating costs include the following exceptionsl charges am &m
Share of nations! awereness campaign — 29
Commitment fees for revolving credit fellity - 3.0
Premium for early redempiion of foreign dabt - 038
- 6.7
|
———,
O —=—
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Sotes tu the haancial statements

Information regarding directors and emplovees
Directors:
Emoluments (including pension contributions)

Em luments (excluding pension contributions) of the chairman

Emoluments (excluding pension contributlons) of the highest paid director

Emoluments (excluding pension contributions) of other directors
of the Company were within the following bands:

& 0- 5.000
& 5001~ 10.000
& 10,001 - 15,000

& 15,001 ~ 20,000
& 20,001~ 25000
& 70,001 - 75,000
& 75,001 - 80,000
5 85,001 - 90,000
& 95,001 - 100,000
%£100,001 - 105,000
&105,001 ~ 110,000
£110,001 - 115,000

19y]

FrLLY

1.024 4
149 5
158.8

a1

A

1
2
1

780.2
88.7
108.2

19%0

F

i}  The Executive Directors' salaries and Bonus Scheme are determined by the Remuneration Committee, consisting of the Non-Executive

Directors, after taking the advice of oulside independent consultants. The Bonus Scheme is based upon the degres of achievement

against levels of service, water supply, and sewerage quallty targets set by external regulatory hodles. and upon the level of achievement

against earnings targets. The Remuneration Committee determines the leve! of bonuses payable,

il} A payment of £30,000 was made to a director for early termination of his co itract.
lii) Non cash benefits included in the total emoluments consist mainly of the pzovision of company cars and medical health insurance.

iv) The comparative figures for 1950 have been shown after adjusting for & change in accounting treatment, whereby bonuses are now
chasged to the year in which they are earned, instead of to the year in which they are peid. This adjustment has resulted in an increase

in the 1990 total emoluments of £27,100.

1R 1990

Employess: L im
Staff costs 1121 939
Social securlty costs Wi 7.2
Pension costs (note 21) 141 119
144 8 1130

Clmrged as follows am sm
Capiigl and infrastructure renewals 251 205
Operating costs (note 3) lon~ 2.5
1448 113.0

Avernge number of employees during yeer (full time equivelent) . No
Severn Trenl Water LY 108
Other Tl 193
"a T30
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ueograptucal analisis of emplosves o Mo
United Kingdom X " 298
Rest of %orld 143 -
RS 7.208
LN ]Qgﬂ
NPt ol am
Interest receivable e 0.7
[nterest payable
Bank loans, overdrafts and other loans repayable within five vears i LI
Finance charges i respect of Hnance leases (3.0)
~1A (34.00
[ 19%0
Lutplover pront sharnw i L
The Group hzs an empioyee profit sharing scheme which provides funds to a separately administered trust to
enable the trustees to acquire shares of the Company on behalf of employees 22 -
1'mt 1900
Lavatieds em profit on erdimar acts e Am im
"X Corporation tax at 34% - -
Overseas iaxation f] -
Associated undertakings 0l -
Advance carparation tax writlen off n- 11.7
rd
209 1.7
ALt 1991, the Group had tax losses of approximately £30 million which will be available for offset against future trading profits of
it Water Limited.
i
. raordinary item am At
Expenditure relating to preparation for Lhe vesting of the Severn Trent Water Authority's
assets and liabilitles, and the subsequent flotation of the Company - 89
The Group's 29.9 per cent. investment in Carrd Group PLC, has been valued at thie share price immediately
after the bid lapsed and the difference between the cost and this market value has been writien off 0- —
v 89
1an}} 1nt} 1990 ]9
Petur tm Pence &m
Prsadends Per shan Per Share
intertm dividend paid SRS - - _
Final dividend proposed o 11 9.9 35.0
17 34 0l %9 35.0

37 Soomme
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Motes 1o the hnancslb statements

Earnings per share

The calcutation of eamings per Ordinary Share is based on earnings of $228.1 million, related o the weighted average of 353.8 million

Ordinary Shares in issue during the year

Actust earnings per Ordinary Share have not been presented for the prior period, Proforma earnings per Ordinary Share for 1590 have been
calcwlated by dividing proforma profit on ordinary activities after taxation of £199.6 miltion by the 353.7 miltion average number of shares

in fssue since 20 November 1989 to the 31 March 1990,

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

Group Company
Land and Plantand  Infrastructure Total Plant and
buildings squipment axsels equipmtent
Tangible fixed assets &m $m im &m Em
Movements for the year analysed by asset-type:
Cost
Balance 1 Apnil 1990 6674 355.8 845.1 1,868.3 0.1 -
Additions 116.6 1174 121.5 355.5 -
Grants and contributions - — (19.1) (19.1) -
Assets sold or written out 3.9 (11.3) (0.3) (15.5) -
Balance 31 March 1991 RG] 1.9 Q7.2 21892 01
Depreciation
Balance 1 April 1990 231.8 106.1 ~— 337.9 —
Provision for year 17.7 31.2 - 48.9 -
Assels sold or written gul 3N 7.n - (11.4) -
Balance 31 March 1991 M5 R 10 - 475 4 —
Net book value
At 31 March 1991 s34 1313 ay4" ) 18140 vl
At 31 March 1990 435.6 49.7 845.1 1,5304 0.1

1) Tangible fixed assets at 31 March 1991 include £279.9 million (1990 £202.6 milllon) of assets in the course of construction, which
are nol depreciated untll commissioning.

() The book value of tangible fixed assets held under finance leases at 31 March 1991 was £59.9 million and accumulated depreciation
thereon was £23.8 million (1990 nat book value £33.3 million).

i) Grants and contributions recelved relating to infrastructure assets have been deducted from the cost of fixed #ssels in order to show 2
wrue and fait view. As a consequence the net book value of fixed assets is £19.1 million lower (hao it would have been had this

treatment not been adopted.

tv) The net hook value of land and bulldings is analysed as follows:

Freehold land and bulldings

Leasehold land and buildings - short lease

twl
i

S35

o

LR TR

19%

4348

0.3

435.6

f
W
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v} Depreciation incusred durmny, the vear has been charged as follows v im .
On owned assets o 374 ;
On assets heid under finance leases i 26 i
Profit and Joss arcount Nt 40.0
Caputat T 0.3
ISt 403
noy [
vi+ Included m the ahove are the following tangible fixed assets not subject to depreciatioty For L
atid 17 8.5
Iniristructure assets wyt 2 845.1
g 4 853.6
Sssocrated Other Totad
undertakings  nvestments
Shares Lvans Share of
retained
1o Imestmems samings
Group sm sm im sm sm
Cost
At 1 April 1990 0.1 04 - 03 0.8
Additions 1.7 59 (0.2 7.4
Amounts written off . {0.9) -~ - - (0.9
At 31 Mareh 1991 0y h i "3 "3
c— ‘_\
Subsidisry Associtted Other Totul
undeetalungs undertakings nvestments
Shares Lowns Shares Lotns
Company &m 4m am Sm &m &m
Cost
AL 1 April 1990 400.6 - - 0.2 ~ 400.8
Transfer from group undertakings - - - - 0.2 02
Additions 37 i1 09 03 - 90
Amounts written off {0.3) - o9 - - (1.2}
M 31 March 1991 T} | - UaA n} 108 %

Brief details of the principal operating subsidiary and associsted undertakings of the Group are set oul in note 23.
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Sotes 1o the inamed stdlements

Group Compam

LT 1950 1k 1%

Dehtirs xn im i i
Trade U 13- — -
Amounts owed by group undertakings 180 391
Other n- 4.8 0.1
Prepayments and aceried v come L 320 2u | —
s 61.9 S 39 ]

Group Company

i 1990 (0 1990

Short term deposits and ivestments 20 im A im
Short term deposits 1303 36738 434 -
Investments iisted on  recognised stock exchange =1 1.0 "1 —
334 4 H8 38 330 4 —

The sbove listed investments at 31 March 1991 represents the 29.9 per cent investment in Caird Group PLC which on thai date hud a market

value of £11.6 million.

The investment in Caird has not been consolidated as the Group is not in a position 1o exercise significant influence over the operations of

the Compeny.

As at 31 December 1990, the amount disclosed in the accounts of Caird for Capital and reserves was £48.1 million and the loss retained for

the previous eighteen months was £6.3 million.

Creditors amounts fdling dee within ope sear
Bank loans, overdrafts and temporary borrowings
Other loans

Obligations under finance leases {nots 20¢)
Trads

Amotuits mwed 1o group undertakings

Other

Taxation #nd social security

Advance corporation tax payable

Propoeed dividend
Accruals and deferred income

1m)

y
S

S T

Group

1990

im
2.6
0.4
35
4.6

19
33
1n-
350
899

193 9

Trmeg

ey T

Company

1990

&£m
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Aerage L 1950
rade of
erest
ol e amecaty i e e ot U e gy " An Am
Evropean Investment Bank loans -~ {993 1 Mbh —
Local authont loats - 1991-2035 9.3-12.0 ity 173
Water annuittes 4.0- 50 "l 0.
10 17.4
Obhigatons under finance leases (note 20c) i3 30.14
Deferred credits It 4 83
Other %4 30
T 55.8
Lint 1090
Loans outstanding are repavable as follows: xm sm
Between one and two vears 1y 0.4
Between two and five vears ilu LI
After five vears - by instalment 153 158
- other than by instalment ui 0.1
170 17.4
Balance a4 Saliett " Balance a
1 April UL RS 41 March
1990 ot pphied et
Erovistons i , sm am am im
Liabilities and charges
Infrastructure renewals provision 353 s el "25
Rearganisation provision Y 100 - 2" -
453 522 177 "98R8
The application of the infrastructure renewal provision is shown nel of grants and contributions of £1.5 million.
199) 1990
Deferred taxation am &m
The potentisl liability for deferred taxation calculsied under the liability method is:
Accelecated capital allowances 23] 154.6
Other timing differences (309 (127)
Availgble tax [osses tom (18.9)
Mance corporation tax nof immadiately recoversble (324 aLn
150.8 1113
4]




Noes (e T reionkl Stae s

Peer] 1990
I8 Called ap share capidl ar, Lim
Authorised.
475,000,000 Ordinary Shaes of £1 1 4750
One Special Rights Redeemable Preference Share of &1
e} 1990
Issued and fully paid: am sm
353,825,846 Ordinary Shares of £1 (1990 353,821,439 4338 3538
4,407 Ordinary Shares were issued during the vearat 1™ ne to former emplovees under the terms of the Group’s
employee sharesave schieme

One Special Rights Redeemable Preference Share of £1

2) In accordance with a direction made by the Secretary of State under the Water Act 1989 the Special Rights Redeemable Preferenct Share
is redeemable at par at the request of the holder at any time prior to 31 December 1994, and, unless so redeemed, will be redeemed by
the Company at that date. Vs

b) Employee share schemes
i)  Free and matching offers
The issued and paid up share capital of the Company includes nnder the Free and Matching Offer Share Scheme a total of
1,441,763 (1990 1,443,945) Ordinary Shares of the Company which were held it trust at 31 March 1991, on behalf of emplovees
who were beneficially entitled 1o the Shares under special arrangements made at the time of the Offers for Sale in December 1989,

ii) Employee sharesave scheme
Under the tarms of the Sharesave Scheme the Board may grant those emplovees who have entered into an Inland Revenue
approved Save As You Earn (SAYE} contract for a period of either 5 or 7 vears the rigiit to purchase Ordinary Shares in the

Company.

Dwze of grant Opliont price Number of shares
e 1990

Drecember 1989 T LR A A ALY

January 1991 2 RYTE RS -

il) Executive share option scheme
Under the terms of the Executive Share Option Scheme the Board has granted Directors and Executives the option to purchase

Ordinary Shares in the Company

Date of grant Number ot Sormal date Opuson price Sumber of shares
ophons of exercise 1050

January 1990 ~ T . Sl T 246,703

January 1991 I far ek NE e _

it Ziweg

e g



Prohtand boss  Share presuum Total
Resemes o eefanned oot MCCOUH, 000un;
Group im &m i
AL Apnl 1990 L33T 1321 4
Goodwill ansing on acquisition (32 3.2)
Profit retained for the vear 156.3 156.3

At 31 March 1991 bl N |

Profitandloss  Share premeum Total
aceount account

Company o im £m
At T April 1990 45.8 n7 53.5
Profit retained for the vear 10.0 - 10.0

At 31 March 1991 398 - nis

The profit atiributable to shareholders, dealt with in the accounts of the Company wzs £10.0 million: {1990 £45.8 million). As pennilted by
Section 230 of the Companies Act 1985, no profit and loss account ts presented for the Company.

At 31 March 1991 camuiaive goodwil! weitten off against reserves amounted to £5.2 million {199¢ £2.0 million).

temmments and contingent labilities
Investment expenditure commitments
wontracted for but not provided in the financial stalements 163 =

Authorised bur not yet contracted for 2141

In addition to these commitmnents, the Group has longer term expenditure plans which include investments to meet improvements
required in performance and to provide for new demand and growth,

Operating lease commitments
At 31 March 1991 the Group was comenitied to making the following paymients during *he iext year in respect of opertiing lesses:

Land and
hutddinue

Leases which expure:
Within one year
Witiin 2 io 5 veurs
After 5 years
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Notes 10 the francial sunements

Commitments and contingent liabilities {contisued )

194) 1990
Finance leases commitments am &m
Amounts due under finance leases are payable as follows:
Within one year "3 6.4
Between one and two years 93 6.4
Between two and five years 318 22.9
After more than five years 33 9.7

St 45.4
Less: finance chacges alfocated to future periods Hin (11.8)

9 33.6
Penslons

The Group operates & number of defined benefit schemes which are fully funded to cuver future salary and pension increases. The assets of
the schemes are held in separate trusiee admintstered funds. The tw. principal schemes are the Severn Trent Mirror Imege Scheme (STMIS)
and the Severn Trent Water Pensions Scherae (STWPS).

The actuarial valuation of STWPS was cairied out 25 2t 3: March 1989, using the attained age method.
The principal assumption used was that the investment return would exceed fub:r¢ salary and wage increases by 2% per annum.

The valuation showed that the marke! value of the schemes assets was £0.5 million, and that iransfer values were expected from the Water
Authorities Superannuation Fund (WASF) totaliing $120.3 million in respect of sc™-me members at the valuation date, and together these
reprasented 105% of the benefits accrued to members after aliow ing for expec.ed iuture increases in eamings.

The actuary has recommended that contributions to both schemes may continue unchanged st the rates of 15.8% and 13.2% of penstonable
pay of STMIS members paying contributions of 6% and 5% respactively and at the rate of 15.8%, 13.2% and 7.9% of pensionsble pay of
3TWPS members paying contributions of 6%. 5% and 3% res ¢ .ly.

'The first actuarial valuation of STMIS will teke place as st 31 March 1991.
Employers' contributions during the year were £14.1 million (1990 £11.9 million).
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Nonrcn and g dcatior 0 g

Acquisitions and i vestments

Investment in subsidiary undertakings (note 1}
lnvesiment in associated “ndertakings (note i)
Investment in Caird Group PLC

i e

) Investments in subsidiary undertakings

I May 1990, the Company acquired an 80 per cent holding of the issued share capital of Capital Controls Company Inc. The cost of

acquisition was £3.2 miliion.

Boak Fair value Fair value

slue adustment of assets

acquired

Ne! assets acquired im im &m
Tangibh. ussets 22 0. 2.5
Net current assels 37 0.7 4.4
5.9 10 6.9

Creditors: amounts falling due after one vear (2.2) 0.8 {1.3)

Provision for liabilities and charges 0.3 0.2 0.0
Net ussets 34 2.0 54

Minority interest In subsidiaries .0 - 0.1)
Shareholders’ funds 33 20 53

Loans advany «' in Severn Tront Ple 5.3)
Goodwill arising on acquisition 32
Costs of acquisition 3.2

The fair velue of nssets acquired are reflected in the movements of the souice and application of funds statement.

iy Investment in associated undertakings

Investment In assoctated undertakings during the year amounted to £7.6 million which comprised the purchase of £1.7 million shares

and the iseue of £5.9 million tn lowns.

Significant investments during the year were:

Abbeolt B -*¢s Limited

Wimpey Arens Developments Limited
GMI Rovnian Limited

Charles Hagwell and Partners Limited

Charles Haawell and Partriars Par Bast Limited

Detalls of which are sl oul in note 23.
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Wotes fo th financia statements

Source and applicatten of funds teontinued:

Worling capital

Worklng capital movements (increase)/decrease

Stores and work in progress
Debtors

Creditors: amounts faliing due within one year
Creditors: amounis falling due after more than one vear

Decrease in working capital

i 1990
A ,&m
15 5 {19
L 2.1
14 243
iy 0.3)
AU 24.2

Sub. idiary tod arsuciated undertabings

Brief details of principal opersting subsidiaries and associated undertakings of the Group at 31 March 1991 were as follows:
Those held directly by the Company are marked with an aterisk.

Subsidiary undertakings
*Severn Trent Water Limited
*Severn Trent Industries Limited
*Severn Trent Property Limited
*Severn Trant Environmental Services Limited

Severn Trent US Inc

Severn Trent Research Inc

Capita! Controls Company lit

Capital Controls (China) Limited

Capital Controls Limited
*Fuslon Meters Limited

Associated undertakings
Severn Compuser Applications Limited
Minworth Systeme Limited
*Acer Engineering Limited
Grafham Carbone Ll
*Charles Haswelt & Partners Limited
*Charles Haswell & Partners Far Eqst Limited
Abbeott Egistes Limited
GMI Rovinign Limited
Wimpey Arensa Developmenits Limited

===

Cauntry of vegistration
or Ircorporation
(and operation)

England
England
England
England
United States
Unlted States
United States
Hong Kong
England
England

England
England
England
England
England
Hong Kong
England
England
England

Class of share
capital held

100% Ordinary
100% Ordinary
100% Ordingey
100% Ordinary
100% Ordinary
100% Ordinary
80% Ordinary
48% Ordinary
80% Ordinary
51% Ordinary

50'% Ordinany
49% Crdinary
35% Ordinary
50% Ordinary
35% Ordinary
35% Ordinary
30% Ondinary
50% Ordinacy
50% Ordinary

N

~

Nature of business

Water and Sewerage Undertaking
Trading Company

Property Company

Holding Company

Holding Comnpany

Holding Company

Water Disinfectlon Equipment
Water Disinfection Equipment
Water Disinfection Equipment
Trading Company

Trading Company

Process Monitoring Equipment
Engineering Design Consultants
Carbon Regeneralion
Engineceing Design Consultants
Enginsering Design Consultants
Propesty Development

Propery Development

Propertv Developmenl



e have 2udited the finangal statements set out on pages 3 fo 40 m accordance with Auditing Standards

In our opimon the Firancial stements gie 4 true and Lur view of the sate of the aftawrs of the Compan and the Group at 31 March 1961 2nd of ]

the proit and source and application of funds of the Groups for the vear then ended and have been property prepared i accordance with the
Compauss A0t 1983

[ \.-;._‘f M.—.‘\v\-q

Chartered Acountants 0 . O 0 !
Ace

Livers House
169 Edmund Street
&rmungham B3 B

19 July 1991

Price Waterhiouse ‘ﬂ’




Frve veur sumnnan

In the fve vear summarv set out below. the financial information for the vears 1987 to 1989 is based on the audited financial statements of
Severn Trent Waler Authonty which have been adiusted to exclude those assets, abulites, profits and fosses attributable to the functions

transferred 1o the National Rivers Authonty

The Disectors believe that care should be exercised when making comparisons hetween the results for indwidual vears when drawing conclusions
frorn the trends. The changes which have resulted from the new capital structure, the incidence of infrastructure renewals expenditure, the new
regulatory environment and ather one-off events render comparisons potentially misleading

HET 194 1989 1988 198"
Profit and Loss Account i ) &m im im
Turnover ul™n J41.1 4704 4343 4015
Operating costs 1T {380.2} (298.0) (251.5) (258.9)
Operating profit Jau g 163.9 1"8.4 183.0 1936
Income from invegtments us - - - —
Het Interest AlA . (340 {80.9) . (86.4} (91 6}
Profit on ordin "~ activities before employee profit sharing 282 1299 9~3 96.6 5.0
Emplovee profit sharing 2! - - — s
Profit o ordinary activittes before taxation Tt 1299 975 96.6 530
Taxation on profit on ardinary activities rah (LM -~ - —
vrofit on ordinary activittes after laxation das 182 43 96 & 50
Extraordinary jtems T )] {18 3] {338
Profit for the vear s 109.3 Oy = 99.8 18.2
Dividends e (35. — — —
Retained protit for the financral vear 130~ 43 Uy " 99.8 182
Balance Sheet
Fuxed assets iLx211 1.531.2 1,336 1 1.246.3 L1750
Net current assels/ (liabilities) T 2451 (18471 {105.1} {1200
Total assets less current Lizhilities - ~ 17703 1.16b + 1LI41.2 1.055.6
Creditors amounts falling due after move than one vear v (35 %) {741.5) Pl (81 o)
Provistons for Iiabiliies and charges . (45.3) "9 (i) {149
Minority shareholders interesis - — — -
i~ 16752 4140 AIURY 9%
Called up share capial e 3538 - - -
Reserves and retaned profits LT IRME! +14 0 3163 2195
(R 1675 ) 1120 3193 2195




Shareholdengs

[- 4
00 - 999
100K - 40
50000 - 9990

104K - 49,4999
50,000 - 99,994
over 100,000

Categorv of shareholding

Indivi.'uals

Joint zccount individuals

Nominee companies

Other corporate hodies

Limited and public liniited companies
Banks

Pension funds

Insurance companies

Sumber of
shureholders

76248
53.031
13,305
451
684
154
472

144,705

Sumber of
sharehelders

131,548
8935
3.233

16
529
51
102
9]

144.705

Percentage
ot 1oial
shareholders

57
36.6
94
0.3
05
0.2
0.3

VR,
Percentage

of ol
shaeholders

oS v o0 S
(= e L T RN = ]

> 2
2z

1040

Sumber of
Oedinn
Share:
\illion

134
At
175
30
16.0
176
2513

353.8

Number of
Orduzan
Shares
Millon

59.0
4.0
130.5
91.3
LA
0.8
12.8
283

3538

Peroeiiage
of Urdinan
Shans

38
g~
50
0.8
4=
5.0
"1.0

100.0

Percentage
of dian
Shares

16.7
11
36.9
25.8
.7
.2
3.6
8.0

100.0

Liogned b Towr Protersen & Pactoens
Prnin] b lund Homghors

The comer and revaew vection of thas Re port are prmbed on Paritux paper which 13 mack imm pulp
ke either from saw itk and for cleamnce o froen connimes whach menage thesr joeests
repemibts The dccounts section i pomved on 7= Poinde Medadion re cvoed paper
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