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Financial
- highlights

1oy 1993

<m =M

Turpover 998 905

Operaling profit 319 299

Profil before tax 281 270
Earnings per share =17 69.9p
Dividend per share 22.75p 2L.1p

Investiment expenditure 483 5?5
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Reeleriek Pand, Chief Execrdive (loft); Rivhurd Ireland, ¢Charrman,
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Group profit before tax for the year 199394 was £281.4 nullion, an
Increase of 4.2 per cont aver 199293, Earnings per share were
72.7 pence, 4.0 per cent higher than the previsus vear, The Board
recommends a final dividend of 15.2 pence per share, matung a
total of 22.75 pence for the full year which represents an increase
of 28 per cent (1992-93 21.1 pence).

Group turnover for the year was £998.0 mitlion, an increase
of £93.4 million, Turnover in Severn Trent Water increased by
£47.7 mulion accounting for slightly more than half of the Group
wrnover growth, Turnover in Biffa, our waste management
business, increased by almost £12.0 million €16.3 per cent)
principally as # result of sirong growth in our tandfill operations.
Turnover i our other businesses increased by nearly £29.0 mithon
{21 per cent?, reflecting the expanding scale of our operations
particubarly in the USA.

Operating costs for the Group as 4 whole increased by
3622 n‘lilliun {10.3 per cent?. Wathin Severn Trent Water, despite
increases in depreciation and infrastracture renewds charges and
the operating costs in East Worcesler Water, the micrease was hmited
10 just £16.1 million (3.0 per cent) as a consequence of contimiing
cost control and productivity improvements. Operating costs in Biffs
inereased by 16.0 per cent. In anr other businesses und excluding
acquisitions, operating co.s increased by 22.6 per cent 4 we
continued to meet the cost of building significant market positions
in the countries in which we have chosen to operalg,

Group operaling profit was £329.7 million (199293
£299.0 miltion), of which our share of the results of associated
undertakings was £, million (1992:93 £0.9 million). Severn
Trent Water's operating profit increased by £31.6 million (10.8 per
cent) compared with last year. Biffa’s £2.2 million (18.3 per cent?
increase in operating profit was encouraging, gwen market
conditions which remained unhelf.ful. The increased costs in our
other businesses resulted in an operating loss of £0 ™ million.
compared with a profit of £1.4 million last year.

The Group’s net interest charge for the vear was £48.2 milion
The increase of £19.4 million over last year was fully anbcipated,
reflecting the planned increase m borrowings which were cequired
primarily to finance the capital expenditure in Seveen Trent Water.

The Group's vav charge for the year was £212 millton, S & per
cent Tower than fast year, despate the mcrease in profis before 1ax
The reductien reflects the linver rates of Advance Cnrpr ratson Tax
intraduced wath the March 1993 Budgct, sur tay tharwe bong
eomprised Targgly ol srreowerable AGT
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I Sesern Trent Water Limited, our reguluwd water business in the
{ £, wrnover inaeased 6.4 per cent w L7875 million, The increase
b Jess than KPE+ K hecause of the decline i consumption among
mietered vustumters, which showed sigas of levelling ot during the
seentid hatf of the vear, and an additional nuaber of usocoipied
properies,

Hawevor, 1 combmaton of cost control and efficiency
s eettenits helped opertiing profits increase by 10.8 per ceat w
23240 mblon Excluding the aperating costs of East Worcester
Water which was actiredt 0 March 1993, irect operating costs
other than depreciation and mfrastructure renewals charges fell by
1 4 per cent After including East Warcester Waler, which is now
fuliy wetegrated into Severn Treat Water, disect «pPrating Costs
wecreased by only 1 4 per cent which is less than the rite of infladan,
The patternn of eommiererti neteced constmption varied

theonghout the region Wnlst the programme of colhery closures
resultesd m consumphion at Brutish Ceal Tilhng 44 pee cent, #x of the
fmrterts water sapph distocts recorded an ncrease in consumption
et the previons vear Our effects to werk more eloscly with ous
vanbiri 2 D e pat s iy goand pesitien to antapate futuee
ey s e eonssmpies foats

Voopaehe e the sumber ok oapty demestie and commenenal
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Relophone call management sofecare develaped by Severn Trenl

Svstems cnd Severn Trent Water belps the ticplone eniry leem
Hy Epree Clstomer serrice,

A single local rate number connvels customers. whereter ey
are to a contral pngivy office in Bivmingham By wsing adranced
calf fdentification facifities togethrer with o distributed Calf
Sepcigemont Systom, 1e fosen or district whese o call orignaies
an non e rdenfified The cedl 15 thea ragded (o custoner frson
ufficer dedicated o calls from el drea, but based by ope of d
sumber of engiiry offices.

Lately resueliy shone thal the scheme Bresus hetter lncal
knatelesdge for the staflr bringing infrored mofivation dud &

hetter understanding of the overall picitere in their " newhbunrhond

properties affected our unmetered income. Growth in trade effuent

w8 also lintited due ta the impact of the recession whicl continted
througliout the year,

Since the year end, the supply of drinking water to our

customers in the Worcester area was affecied following an
unauthorised discharge of Hqud mdusteial waste to the River
Severn We have launched our own independent inguiry ito the
mordent fed by Profissor Kenneth Ives of Lawversiy College, Londan
The Natwnal Rivers authonty and the Drinkmg Water laspectorate ae
conducting o vnunguiries A pavmi sl of ¥2¢ 5o hoeusehold



The National Heaith Service is one afonr mejor custonters, It i
Recn to mmake the most efficient use of ull 1y resoserces. uyid i
dchiet ¢ maxinnon taltie from supipliers Setes Iront bug
therefare luinched Progect Waier Basp! offering consullancy and
fitcilities in areas sunging from water analysis throngh
entirommental monitoring tu waste management With single
peind of contuet, client buspitals are bengfiting from « range of

services offered by the specialist comfrenies fn the Group,

was made to domestic customers who were affected.

Our capital programme during the year amounted to £445
million - 24 per cent less than the 1992 peak of £585 million.
Further investment in granular activated carbon filtration at our
treatment works along the River Severn at Strensham and at
The Mythe, where we have also introduced ozone treatrnent, witl
mike major conteibutions ta water quality as they become fully

Modelling Paris

Moner Associates. u Severn Trent fochnology comfuing is at the
Jorcfront of pipe neteork computer madelling Its Stoner
Workstation Service can track down pressure lroshle SfHs,
detcrntive the bydrandic bebarionr of the nelwork and helprin
designing distrbuion solutions ¢Customers wortdicde imclde
Ol Las @i DE companiies

Afer eralnalin, many opins @ leadig Freneh water sertices
CORRPRY IE O cOmISSiRned G Consortnm ancidisg s
fostzndderdale o crampiter hovedd pradclimg sures o) the nator

(e B ek ForEorn,

operational. Extensions to Frankley, which include 1 large new
dissolved air flotation plant, will open later in the yea- The
improvements 10 Frankley, which is pne of the world's farpest water
trestment plants, will improve significantly the quality of sersice
and reliabiiity of supply offered 1o the L3 milfion customers it surves
in the Birmingham area.

The focus on improving cuslomer service continued Uiroughomt
the year. We achieved the Director General's service targets in all key
areas and particularly in our response times to billing querics and
writlen complainis where we were assessed as ‘good' and “very
good’ respectively. The total number of complaints fell by 36 per
cent during 1992/93 and 4 further 32 per cent during 1993-94, Our
use of wdvanced technology is reflected in this performance and we
ire now developing our own internal service standards which will
drive further improvements to our service levels under a new
Working for Quality programme,

Our quality standards remain among the highest in the industry.
During the year we increased our overall compliance with drinking
water standards from 99.7 per cent 10 99.8 per cent and we
maintained our eMuent compliance at 99.0 per cent.

As arestlt of our acquisition of East Worcester Water, 120
employees joined Severn Tre,d Water. During the vear improved
productivity enabled us to reduce the wtal number of employees hy
43910 6,757, a reduction of 6.1 per cent. This follows 2 reduction of
459 in 1992/93. Our quality and performance-related pay schemes
are now & well-accepted feature of our remuneration pacxages
and are based on achievement rather than activity. We were one of
the first water and sewerage companies to introduce successfuily a
profit related pay scheme, the Severn Trent Enhanced Pay Scheme.
As well as producing significant cefficiency improvements and cost
savings for the company, these schemes also give our employees an
added incentive 1o meet increasingly rigorous targets.

On 21 May 1994 we received from the Director General of
Water Services his draft determination of ' for the ten vear perod
commencing ] April 1995, Under the terms of a confidentiality
agreement with the reguiator, we are prevented from making
further comment - even to our shareholders - until the final
determination is announced on 23 July 1994,

Iilfa, our waste services business, produced a pood petformancee
1R a market which, ii: general, remained difficelt Turnoser
increased by 16 3 per cent 108120 tymilhion Operating profit
was 18 3 per cent hidher at £ 2 miillion which redeets drmpent
cortrol of operating costs and the strenpth of our sales aud
marketing mivatives



cost, high quality supplier

secern fromt Water i a o ot haeh il ity suphlicr Fureroay
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Vie Cocker, Mentdging Divector af Severu Treat Water Limtited and
Bepuely Cormgp Chref bxecrtit e of Setorn Trend Ple with ey
Sephesson, Vereiginng Directur of the Pow er Sratn Divieen of
Ruter eoips Lia Fnghrede plant of Rater iy a mager itdintrial

CHAOINeE s e e Lrealt Werler

Fhe gl queality fevebs are smaindained af foi oo fo the cisomer
flespite heang une of the most profitaie water sereices comparies

0 the LA, Severn Jrent Watder bas the second lowest arerage

vherges of the ten companios privatised in 1959 tor the arerage

tmmetered honsohold, the charge is just 50 per day
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in the Intirustmental Protection \ct 1990, the Duty uf Cure shites

il thae seafe disporsal af este 1 the FESpronsiniily of the
angnatir s exteads even to small EIMPMGHICIN, Causing
exprense cond tane te comtply with the hae

Brffu s anae Backirack sereice takes small twande Jridkages and
preavdes a fast folly doctimented dispunal sor e ¢ GNSIGIIINL
are wllect Jfrom the caslomor Biflie silects the qafifragnale
ddesposail reate wned Jri tdes dicmientatnm to eapg ury enifrtance
welh the &

Phe stfe dnprssad o materrids 5 duch mmcdide ! e
SEROPS Patst \Pragon avd flioroe el Bt 1 Maredamgh
TRPRREINE I Bk 2 U P Sardcrdarly w3 e relad vy dor

TR0 Bogh Biiine dd st ehaens ives B erick o smal yliages

WL RO e BUrC R e B o B b Desdon

M the collection disision in the UK, volumes ingreased by 16 pur
cent We were awanded six new mumcipal contracts in the lateu
rownd of cempulseiry competitice tendering which brungs the total
(0 23 contracts.

I the Jaedfill division, void usage incrissed by 16 per cent as
five new sies came on stream during the sear Revenses per ciibne
mictre increased by 6 per cent during the year through a1 comburaton
of price ingreases and increased efficency in vord usage,

The geographical fit between our colfectan and Jandfll
operations is impra g and will nnderpi our ability 16 offer 7
prompt, reliavte and professional secvice to our customers. Stes
were kept operational despite some very wet weather dusing the
last three months of the year which brought tough eperational
condutions for our landfill weams

Volumes in special wastes through vur hquid treatment plants
inereased by 25 per cent. However, the special waste eperatren iy
aflected primarity by changes to tse ninuacturing base it serves.
Whilst revenues remained strong during the first half of the yeir,
they stowed markedly during e second half,

In Belgium, turnover mereased by 105 per cent to L1949 million
Operating profit was down by 29 per cent 10 £3.4 million.

The landfill operation produced snather good result despite
restrictions on the movement of wiste with Belpum. The
voltection and special waste markets were affected by the recession
in Belgium, However, our collection activities were strengt” med by
the acquisition in Janvary 1994 of Cotrans which marked AT ¢ntry
into the municipal market in Belgium. The combined operation puts
us in a leading position in the Belgian waste market,

Bilfa is already operating to the standards and heartng the costs
associated with meetng increased regulatory obligations in the
waste sector. We therefore look forward 10 a uniform enforcement
of new legislation,

Ivis a challenging business opportumty for vs 25 our customers
seek enviranmentally responsible disposal channels for their waste
streams, complving with the kitest fegisfation, Biffa has hoth the
expertise and the resources to be able to nieet these nereangly
sophisticated needs
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Qur international water sery ices business, which DRETACS primtarie
m the North Amertean Free Trade Area and Wistern Buri A
mereased s tarnover sigificants We e B <o ) o
wrnnfveg new opps amtes oo target markets ad i ey
new busmzess Delas < ot B maser contracts % el wid
eontirzzed markel daenpret costs tessed 10 ag i RS R

bns Eir ke vear of 24 “ ambon



Our contract in Mesico 1o pravide water and waste water services 1o
a ynarter of Mexico City is now under way having taken more than
2 vear 1 become operational. The initial phase of the contract, to
install 273,000 water meters over a two year period, was given the
final go-ahead to start in May 1994,

simtlarly, our insestment in Island Recyeling and Ervitonmental
Corporation, 2 company based in the State of New Yors which in
addition to municipal waste water treatinent will convert waste into
epergy via incineration, has also experienced continued delays in
the required permits being granted.

‘he market development cogts for the establishment of a
synificant presence in the international water and waste water
macket are substantial. However, we have carefully controlled
expenditure and continued to focus ear efforts on our chosen
markets,

T the USA, the acquisition of AM-TEX and McCutlough
Environmental Services has hefped us to establish an important
geographical speead of operations down the eastern seaboard and in
the sauth from Louisiana to Texas. Since the vear end we have been
successful i swinning 4 £0.2 million contract in Texas.

SUCCESS
in Belgium

Sev e Jresd o significant

eired grogeing itderosty
it Beleiubi in waste
mendgenient, Bifli
Belgiton is note o market 2?0
feaelor in waste mandagement

services aud, throngh the acquisition
of € atruns, bas endered the municipal R \,:1‘:':,}
contracts marbel A full range of services N

@ Biffu activities

B Aguafin aclivities
Aqreiafiez, tm wwhicts Seern Treze: bav @ 20 per cent inderest,

o proteded ncluding fandfill and lijuid

nesle dispesat

b oy ming aid hieting serers and waste waler treahnent
pacilities throtghont the unrtherse half vf Belginm. The latest
tecmtigheey dire efiabled cantracts b bre completed quickiyand
teerd Vetchd ate Agrueiin Progect Egincer 15 seon ispecting ke

aimpleded rork i e lvicersiiycity of fouren

An increasing

portfolio

Biffe’s municipal refuse colfection and streef cleaning conlrach
increased by six in the latest ronnd of compulsory competifive
tendering, bringing the total 1o twenly-three fromt Penteith at the
tip of Cornvall to Carliste near the Scottish border

Befween them the contracts are wortl more than £20 million
per qunient in this growing markel, providing stalie income

throneh contracts runming from four up (o seren years.

Aqualin, the sewerage and sewage treatment company for Flanders
in which we have a 20 per cent interest together with a technical
co-operation ageeement, expanded its operations by taking over
responsibility for all J20 existing sewage treatment planis.

It Germany we secured our first operating contract in
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Serving
Kansas Gity

Acity of almost balfa million people in the USA relies on Serern
Trent Systems to keep the energy ~ and the bills ~on track
Kartsas City, Missourd is served by Western Kesonrces Inc. for ils

gas and electricily supplies and the Citvvf Kurisas Waler and
Polltion Contral Department for waler and seweruge serrices.
Western Resources uses DO, a compuler-hused eork allocation
system developed by Severn Trent Systemns, The Water wd Polltdion
Department bave installed Systems' CUBIS DB, o hitling and

information nelteork maintainmg 130,000 cuestommer deconnly

A el TR
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association with ous German partaers, We also contiued 1o assst
waler Sopvices oRganisations in vacous parts of the world including
Mauritius, Swazikind and Pucrto Rice where we were recently
awarded 2 £1.75 million conteact (o peovide management and
operational supporL.

During the last quarter of the year, we restruciused Severn Trent
water International (o operate on a geographic basis and took steps
1o reduce overhead costs which has resulted in an operating rrefit
at the start of the current year.

furnover in Severn Trent Systems increised significantly during
the year and the company moved into an eNCOUTARING level of profit.

"Ihe applicaon of advanced software technology to the
customer service process at Severn Trent Water has improved levels
of service and efficiency and the collection of accurate performance

statistics. The technology plaved an important role ins the successful
integration of East Worcester Water into Severn Treni Vaters

Chlorine peaks level out

Advanced equipment and improted meanggentent means
that chlorine varialions in drinking witter can be controfted
more closely,

Maintengree of chlerine in the waler distribution sysfo. o
crucial in the prevontion of barmful bacterta, My cuslomers are
sonsitive (o vaviations i the lecel of thiorine, rather than the
absolute fevel,

Serern Tront Waler s operator: arc drained o a bigh fevel and
are focused on achiering consistency in the lerel of chloring
feaving treabuent warks. This couplod with the use of adeanced
Capital Controls equipnnent and compiter modeting frown Mouer
Associales, is now reduciug complainis on laske from oar
cusiomers,

The picture shotws Alan Jores, Supply Techmician and Mick
Smith, Process Operator al the Rodieay Darchole site and
treatmend works in Shropshire: and the graph profiles chluruic

levels al @ works showing Ihe Swpact of the programme



customer scconnting system swhich was improved and updated
during the year,

Other organisations, particularly wtilities, have recognised
that these tectaologieal applications are the key to fmproving
customer service and consequently, there are incresising
opportunities for us to market our systems expertise elsewhere
in the werld,

During the year we contnued to work with London Electricity
to build a muki-functional billing, accounting and management
information systen. We also won additional contracts 10
develop systems for utilities in Buenos Aires, Puerto Rico and
the U'SA.

Operating profit in our technology business doubled largely as
aresult of strong pecfarmances from Capital Controls, vur chlorine,
ozone and ultra-vialet disinfection business and Stoner Associates,
& market leader in pipework systems modelling, Three of our
companies Capital Controls, Aztec and JaBay are now managed as a
single business based on 2 series of product lines which span 1ISA
and European markets. These changes enable the product lines lo
share advances and resources in research and development and to
be far more responsive 1o their respective markets.

The rarket for purification technology became inceasingly
cympetitive during the vear, although the instrumentation husiness
benefited from closer association with other technology businesses.
Major emphasis was placed on maintaining effective s:les channels
in the UK and 1A and Capital Controls established an important
niche as a market keader in disinfection equipment in Ching, The
emphasis on developing and marketing our existing capabilities was
matched by cost-reduction programmes which helped 1o Improve
profitability alongside sales growth,

Stuner confirmed its leading position in the world market for
network modelling by being awarded a major contract as a supplier
to the Paris water supply networs. Its expertise i simudating Auid
flews through large networks is recognised in the water, oil and
gus industries,

Qur laboratories business, involved primarily with sampling and
analssis of water and food products, performed well and increased
its business from the industrial sector, Paperflow also produged
encauraging results and made good progress in establishing « niche
position in the warket for advanced customer mailing systems.

Qur property business made a small profit for the vear reflecting
the absence of anv sigaificant developments coming on stream, The
cempany does have some exering prospects but, due 10 the patute
of the property business, the lead times are necessanly long,
However the developaient at Midgoint Bark near Birmingham is
how almast cemplete, and its guod communcations access has
attevcted Some maer compans te the site

Teamwork
brings results
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Investutent i cusiomer services at Severn Trent Wirter drages opt
expertise from several Group companies. Severrs Tront Systoms has
provided it cusiomer accounts package which has improved weeess

time to corresprondasce from hotirs lo secends Faperflue, a Scrern
Trent Technology company, bandles orer nine nxittivs: bills evch
Jear and produces more than Y00,000 payment books o il
custonners i) their bills by instalments

The average momidly suinber of writies; camhlainks recoircd
by the company bas droppied by fieo Whirds smee the end of 1991,
Severn Trend Water s offorts o improte eustomer sertice, supporied
byrexpertise front within the Group, s recogndsed &y the award
of the Giwernment's Charder Mark in 1992

At tmrrgl 4



The Group’s financial position at 3
Net debt was 26,9 per cent of sharehalders’ furds and our net
interest chacge was covered 6.3 times by operating profit, The
5153.4 millien Increase in net debt over the course of the year was
smaaller thart in the previvus year jn line with the lower, albeit still
very substantial, capital investment programme in Severn Trent
Water With a further reduction in the level of capital expenditure
planned for 199495 in Severn Trent Water, another reduction in the
rate of increase in our net borrowings is expected.

The Group's aggregate borrowings and facilities at 31 March
1994 totalled £1,200.7 million, of which £7629 million were
utilised. The Group had cash and short term investments totalling
$198.0 million at the year end.

£711.2 million of the total borrowings and facilities are available
anly 1o Severn Trent Waer: £473.4 mitlion of these facilities were
utilised ut 31 March 1994, Group policy requires that uadrawn
committed borrowing facilities shovld always be available to cover,
a5 & minimum, the anticipated cash requirements of the Group for
the following two years,

The maturity profile of the Group’s borrowings falling due for
repayment after more than one year is detatled in note 15 10 the
financial stalements.

The Treasury Comntittee of the Board of Severn Trent Ple
determines the Group's policy as regards interest rate and foreign
currency Iisk management,

Many of the Group’s assets are of a long, term nature,
Consequently, to the extent that they are financed with borrowings,
it is currently considered appropriate that interest rates on a
sigatficant proportion of such debt should either be fixed or if
floating, the risk hedged. At 31 March 1994, interest rates on
60.2 per cent of the Group's gross borrowings were ither fixed
or hedged for periods ranging from 12 months to 6 years,

R 0 M I I DN A AT T ¥

The Group and its subsuiary companies have myestes s viran
assets located outside the UK and denomiinated i forag correncies
principally the (1S dolar and the Befgian franc At At March 194 the
sterling value of assets denominated in forein currencies eieudul
the sterling value of Habilwties, including burrowings, s tiose
currencies by $42.8 million, 1t is cureently the Groug's pohey et to
hedge the foreign currency translation risk associated with tts 1!
investments overseas. In the year ended 31 March 1994 n
recognised hut unrealised et gain or loss on the Group’s net dsels
denominated in foreign currencies arpse {year ended 31 March 1993
£3.5 milkion gain).

The business of the Group wid s subsidiery companies s
transacted predommantly in the local curreney of (he contpany
concerned. Where foreign currency transaction exposiire arises it 1y
Group polfcy that the exchange risk Iy at least "0 per cent hedged
where the trangaction exceeds £25,000 in value,

During tte vear ended 31 March 1994, the Group’s operating
activities generated net cash of Su41.1 mithon. of which X420 3
million arose in Severn Trent Water and £18.0) million in Baffz.
Expenditure on fixed assets, nel of disposal proceeds and grant
received, amounted to £3376 million including £294.5 milllun n
Severn Trent Water and £34.9 million 1n Biffa The cash outflow
arising from purchiase of subsidiary wndertakings amounted to
£60.0 million, including the pagment of £33 .4 million by Severn
Trent Water in connection with its purchase of East Worcester Water
in March 1993. Investments, including loans, in associated
undertakings gave rise to cash outflow of £1.9 miltion.

After payment of net interest charges of £44.0 million, axaten
of £21.5 miltion and net dividends of £66.3 million, the Group had
a cash outflow for the vear of £96.2 million {year ended 31 March
1993 £181.7 million). This was financed by £2 + mithon net
proceeds of shares issued, £31.0 million from the maturily ol
short term deposits, £44.6 million net raised from loans and
finance leases and 2 £12.2 million deceease in cash equn alents

Developing new markets

The iy of Pasurdenat, Texus bas appoinied NT Environmential
Sertices (STEST o pherate its three taste waler breatmont planils
STEVis nivie one nf the harest feivale pierators of galer and
tedste toater trsainient phants i ibe £ 54

The Puerty Rico Aquadict and Sewer Authrsly 18 iy ising
Serern Tront s exprertise - a programmie vy organnatimed and
opierational improt ements 1s being wnderliakon uith the beipred
Norern Troad Wader Inbernakionsal
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Monitoring
environmenta
performance

The Severn frend environmenta! policy incltdes a set of

]

]

1y
g

X

steanrelearels or Protocols, and aw enmtal environnental report

s b

treechs performance and sets dowen goals for the futire,

et

g

A envivesonental information system bus been

Tt s

exhablisbed to mnage the duta needed. This uses compiiler
sproeudshoets to record statistics such as fleet vebicle miteage,
maderials recyeling and energr cooprnplion
Johi Broughton, B fronmental Support Meanager is scen
wath the system which is used lo collate information and
wedstore presfrmance against the targels agreed with
avlernal environmentul daudilors

The capital investment progranune in Severn Trent Water is
gxpected o be the major, regular source of cash outflow for the
Group for the foreseeable future. We anticipate that this outflow will Qur commitment to performance measurement Is key te our :
be firanced by cash fnflow from operating activities and by further environmental policy. e published our first Environmental Report
tnereases in net borrowings. N and Action Plan in January 1993, This was followed by an iterim
report in Novenmber 1993 which recorded the substantial progress
o, we had made iu reaching our ebjectives. Our next report wiil be

\
fi
"lf“ gl

. N e L e published this smmmer.
The Group taxation charge for the year ended 31 March 1994 The management [ramework for envirorunental matters Is now
amounted to £21.2 mitlion (31 March 1993 £22.5 million). The in place, This includes both the collection and the verification of
charge was targely comprised of Advance Corporation Tax writlen dawa relating to the effects of our activities on the enviropment. The
off, amounting to £127 million {31 March 1993 £21.2 million). framework enables us to provide accurate, vaiuable managginent
Mainstream corporation tax for the year amounted to £1.3 million information upon which we ean hase the continuous development
before double 1ax relief of £0.2 million and overseas taxation and of our ensironmental policy and future improvements.
our share of the 1xation charges of associated undertakings totalled The Maraging Director of each of our businesses is accountable
£2.4 million. o the Group Lhitef Executive for cnvironmental matters and i the
The Group tasation chiarge equates to ™5 per cent of our custodian of our Envirenmental Protocols. These are the standards
profit befors taxation. This compares with the ©K staudard rate of we adupt throughout the Group 1o iraprave vur environmental
corpuration ta of 33 per cent The puincipal reasons for the effective ~erformance. Our Enyeenimental Traning Schere for matiagers
‘ L rate hetng fess than the standard rate are the impact of 1 well nnder way and we were pleased x- bave boen o« findlict m the
| acesicrated capital alloweunees ard other timung defferences between ACA Enverotimentid Awards.

Lisatiot and deonunting trediment
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young
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The photographs in this report bave been luken by Deborab
Lawrence, a 20 year old freelance photographber from
Rochdale, Lancashire.

She was the 1552 winner of the photograpby catogory in
the European Vision cwwards, spensored By Severn Trenl Ple
and oreanised in assoctation with the Prince’s Trust. Her prize,
a month’s study in any Eurepean cotinlry, was speut in
tecinnd and since winning the compedition ber talent bas
been recogniised by many new cOMMIssioNs.

Severy Trent is an ctive supporter of the Prince’s Trus!
and the Prince’s Youth Buswmess Trust, belping young people
mctke the fidfest contribution o 1he conuminity.

SRR e
& canimiiity:
Wi continued our theme of vouth and the community” by
estabhishing, 10 assocatiery wath Thy Prince’s Trust, a pragramme to
Lty voury phatographers. graphic desigiers asd antists o Jovelop
their shills wed eppis thong to the comemeraa wer |
O susten of grants tonethee Wi 0 oo ited entted

Fusapean Vivem fas o B lecd aace Ve g pevsle b fother

their carcer ambitions, This vas the second year of the Buropean
Vision cempetition,

We continue to be actively invols ed with Business m i
Comimunity, the Prince’s Trust Volunteers Scheme and the Pance »
Youth Business Trust together with a number of other commundy
orgamisations,
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There were several slgnificant management changes durmg the year

[ohn Beliak retired as Chairnian on 31 March 1994 and
Richard Ireland was appointed non executive Chairman in his place.
Johu Bellak became Chairnan of Severn Trent Water Authority in
1983 and subsequently played a key role in preparing the company
for privadisation in 1989 and s its development ns a leading water
and waste business, The Board wishes 1o place o5 record its tizanhs
10 John for the contribution he has made over the years,

Vic Cocker. Managing Director of Severn Trent Wider Limitud
hecame, Deputy Group Chiel Executive and, as a consequence. there
were 4 number of changes in the senior management of Severn
"Trent Water including the appoiniment of Alan Costin as Director of
Finance in addition to his responsibilities as Group Finance Director
and Beian Duckworth, formerly Director of Fimance and Repulatice,
as Customer Service Director,

Sir Richard Baker Wilbraham hias decided to retire from the
Board at the conclusion of the Annual General Meeting, Sir Richard's
expertise will he much missed and we thank him maost sinceréiy for
the wise counsel he has given us over the years

Allen Lloyd. Executive Chairma and founder of Lloyds
Chemists Plc was appointed to the Board as & non executrve
Director on 27 May 1994,

We have made good progress in raising performance stanekirds
ity order o produce higher levels of service throughout the Group
In many cascs this has meant changing aur working methods, wur
traditions and our attitades, Our service recard 1 proof that we (o
respond positively to these chaflenges and the Reard entesids bih
tts thanks and its appreciation to the emplmees of the Severs Tren
Group for their enthusiasm, commitracnt and desire 1o succerd
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Severn Tont Ple's Board curvently bas len members, chosen for
their i, experience of business and commerce and fiv their
speciahist buowledge.
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Mr reland joined the Board in 1989 and was appeinted Deputy
Chairman in December 1992, He became non executive Chairman
on 31 March 1994 He i a Trustee Director of the Severn Trent
Pension Schemes. Mr freland 1s Group Finance Director of Wolseley
Pie, a non exeentrve Ditector of Schroder UK Growth Fund ple

and & Councit Member of the Birnvingham Chamber of Industey

and Commerce.

Group Gliel Executive and appointed to the Board in 1988, Mr Paul
is & council member of the Birmingham Chamber of ndustry and
Commerce and the Confederation of British Industry in the East and
West Midlands. He is Chairman of the Advisory Board of the
Business School of th:e University of Warwick, 2 Member of the
Council of that University, a Memtber of the Senate of the Institute of
Chartered Accountants and a member of the Board for Chartered
Accountants in Business. Mr Paul is also the Chairman of

British Water and a non exccutive Director of Clyde Petroleum ple,

Deputy Group Chief Executive of Severn Trent Ple and Managing
Director of Severn Trent Water Limited, Mr Cocker was apppinted to
the Board in 1988 Mr Cocker joined Severn Trent in 1974,
speciulising in regul:uory pkmning and marketing functions,

Mr l’psmne wi :lppolmcd to the Board in January 1991 and

i Deputy Managing Director of Severn Trent Water Limited,

Mr Upstone has been with Severn Trent siace its formation and has
pyer thirty ye:lrs‘ water industry muanagement exnerietce,

(imup Fitinge Drcector since May 1992 and Director of Finacce of
Severn Trent Warer Limited stnce April 199+, Mr Costin is also &
Tetstee Mirector of the Severn Trent Pengwon Schemey, A Chartered
Accoumtant with tmany veazs' experienice, Me Costint was previously
Finance Wieector of Lex Servive P
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Executives
&1 Non executives

Mrs Tritton joined the Board in November 1991 and is also a Trustee
Diractor of the Severn Trent Pension Schemes, Mrs Tritton has wide
legal experience with emphasis on European Community Law and
serves on the Monopolics and Mergers Commission.

Mr Simon joined the Bnard in October 1986, He was formerly

Chairman of the Evode Group Plc and is now 2 non exccutive i
Director of Laporte Plc, Ibstock P.L.C., Philip Harris plc and ERF.
{ Holdings) ple.

Sir Richard was appoimed to the Board in 1989. Sir Richard is also
Chairman of the Trustee Boards of the Severn Trent Pension Schemes,
He is the Chairman of the Bibby Line Group, Deputy Chairman of
Grosvenor Estate Holdings and Brixton Estate Plc and a Direcior of
other companies. Sir Richard is also a Church Commissioner,

Mr Boissier was appointed to the Board in October 1986. {le Is
Chairman of Pressac Holdings Ple and Kalon Group Ple, and 2
Director of British Gas Ple, T &N Plc and other companies.
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Mr Lloyd joincd the Board in May 1994. In 1973 he founded

Lloyds Chemists. The company was {isted on the London S.0ck
Exchange w 1986 and Mr Lloyd is the executive Chairman of Lloyds
Chemists Plc, He Is 2 member of the Pharmaceutieal Services
Negotiating Committee and the Midlands Industriat Council.

Company ~ceretary: D W Muttin FCCA

Treastry Commitice SomindlloHy Cominitics
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"me D:rmur:, fresent ﬂwlr qun together with the nudueﬂ funncl.ﬂ
statemens for the vear ended 31 March i‘m

The rincipal activites of the Graug continved o he the supply of water,
the irestment and disposal of sewage, waste managerien and the
development of businesses in refated areas. These are described fully,
together with a review of the Group's business it fusure developments on
pages 2o 12,

& list of the prineipal operating subsidiary and associated undeniakings
r{ife Group at 3% March 1994 appears Tn aote 23 1o the financiat
statements ai pages 38 and 39,

Detaifs of dividends paid and proposed are set owt in note 7 on page 28,
Subiect to approval at the Annual General Meeting, the recommended fingl
dividend of 15.2p for ¢ach Ordinary Share will be pald on 3 October 1994 1o
shareholders un the register at the close of business on 8 July 1994

Propused tansfers 1o reserves are set ot in nple I8 to e finangial
slatements on page 25,

T *‘57'"
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A senip dividend alieraative will e offered on the fnal dividend, giving
shareholders the opportunity 10 eleqt for new Ordinary Shares it the
Company thstead of all or past of the cush dividend. Details will he sent to
shareholders towards the end of July 1994.

During the year the Group made 2 number of acqufsitioes, detaiis of
which are provided uader nates 21 and 23 to the financial statements on
pages 36, 38 and 39,

On 21 May 1999w ceeived from the Director General of Water Services hiis
dralt detertnination of 'K’ for the 1en year period commencing ) Aprit 1995,
Uinder the terms of a confidentiality apreement with the regulator, we are
prevented from making forther comment ~ even 1o our sharcholders ~ unti
the final determination is announced on 28 July 1994,

Tretails of the current Dirvetors are shuwn of page 13,

Mr &' Henn and Me U C Heywood-Lonsdals setired as Directors on
28 July 1993, M J G Bellak retivedt on 3¢ Mazch 1994 and Mr # freland
became nor executive Chaiman en that date. Mr A Linyd was appointed
2 Director on 27 May 1994 Having been appointed sinee the Tt Annual
General Meeting, Me Llayd retizee Py the Board in accordance with the
Articles of Association and; bewng efipible, vffers himself for reappointment.
Sir Rechard Bakee Witheauhaon sad e ¥ €gcker vetine fram the Board by
tolation Sir Pichard will notbe offiriog himselk for reappointment, and
Mr Cincket bevay efigble offers himself Tor ceappointaent Mr Cocker hits 2
Serviee Conteact with (Be Company which provides for not ess than three
ey writhers tovive of teimitiation by the Compary and not less than
12 tnonths writtet natice of Yarmanation by the Diretor

Mr Lloyd does ot hase @ Service Conteact with the Comgpany although
he has been appointed for 2 three year period, Subyect to reappumtment
rotation s uppropriate, which terminates on 26 May (4g°

The Directors of the Company at 31 March 1994 and thiir mierests 1
wie shares of the Company were as follows:

Tenelicial fielfings sl ey,

WA Mates a3 e Lovygs
asa N 5 B heantd
bapek - Ve = [ eI
1953 [Eal] ey My e ar [
R S Paul A% 11502 1) 982 6840 . BT
¥ Cocker 0525 TES VSN S IR dweg
R A S Costin - RU2 K02 SHASD 1RGN Thuio
b Pllpsione LT R T T ST W - 1162
Sir Richard Baker
Withraham S000  Sa0 3400 . . ;
R H Boissler 0990 1035 juyT - " .
R Ireland 1000 teon o) - .
A1 Simon 5060 5060 S00h - .
G Tritton L300 2365 238 - .

Options have been granted in aceordance with the Severn Tremt Esecitne
Share Option Scheme and the Severn Trem Sharesave Scheme ay
appropriate. No opuons werd exercised by Pirectars domng the sear There
was 00 change in the swmber of options held hy Directors hetw cin the
year end and 2 June 1994, Divails of prices and periods dumng whh
options are wxercisable can be found in note 17 1o he finaneial stalements
an page 34, No Oirector bad an imerest in the shares of wny subsidiars
undertaking. No contran significan: to the Companys business in which
a Director had a material interest was entered into during the yeur

R e SRR e e
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"Ihc chungcs in langible fived assets during the year are shown in fote § 10
the financial statements v pages 19 and 39,

Details of movemnents in share capital are s(mwn fn note 1710 the financet
statemients on page 34,

Avan Extraordinary General Meeting of the Company in hovember
1989 sharehiolders passed 4 cesolution granting Directars zuthonts o allot
relevant securities (within the smeaning of Section 89 of the Compaines Act
1965} of the Company for a period of five years, This authordy wall enpare
in November 1994, Accordingly shareholders will be asked to rcaew this
authority at the Annval Generat Mecting (s year to eaqure five vears from
the passing of the resolution granting the awhority or, if earer, at thy
conclusion of the Annual General Mecting of the Compans w 1994
The odinary resolution is set out In full 1 the Motice of Mechng whiih
accompapies (he Repon and Accounts. I passed, the resolution witf
authorise the bivectors to allon relevant secunties twithin 1he meaning
of Section 50 of the Vompanies Act 1955} up to 2 manmum dpgnegale
nominal value of On5.64%.917 being 32% ol the ordinar Sare wapia!

i ssu as 3t 3 June 1993 {or i ess, the smount of the aathensed bot
unsssued ordmary share capital as at the date of the parattig o e
respimion). The Duregtars have 50 prestnt antenton < ¢xy st s
auharity except 10 satwsfy clectens by shareholders tafeoose die dends
b ike i of shares instead of cash

Subieat 1 the passing of the vesoluinsn stithomstg et ool
rekvat secanres v puilved abire 2 ypee o) vesabife will by et 1o




shareholders wt the Annual General Meeting which, i€ passed, will awthorise
the Directors, until the conclusion of the Annuai General Meeling to be held
in 1995 to allot shares for cash in connection with 4 rights 1ssue, and
generatly up 10 a specified aggregate nominal value, The special resolution
issetoutin it 5 nee ot Mogting which iccompanies the Report
and Aveown.

Severn Trent’s research and development programme is focused on

ider * ymg emerging technologies which have the potential te assist in the
achievement of ever-inereasing regulatory stankards and. or will provide
the Growp with eeal cost savings thirough their application. The aim In
developing these teclnologtes is 1o produce robust practical solutions that
will find widespread application, both within (he Group and in the outside
world. In 1993 94, the Group spert £3 3 million compared to a spend of
£8.2 pullion T 1992 93 on its research and developrent programme,

Donanans to chiritable organisations during the year amounied to 171,147
11993: £158.191). No political donations were made during the year,

The Group employed 10,770 people (1993: 10.539) on 31 March 1994, of
which 6,737 (1993: 2070 were emploved by Severn Trent Water Limited.
The number of employees working in the United Staies increased by
aver 330 with the sequisition of AM-TEX and McCullough. The former
emplovees of East Worcester Water Plc were sucressfully Inegrated into
devern Trent Water Limited,

A Profit Related Pay Scheme was implemented throughout the Group
with 98% of emplovees participating in the Scheme. Training and
assessment of operators and crafismen, leading to NYQ qualifications, has
heen a major activity area in Severn Trent Water Linied along with
Supervisory Development. We also continue 1o run BTEC programmes
“in-house’ for managers.

lterral conmunication channels - jnvolving our in-fouse newspaper,
tean meeungs., empioyees” cvening, conferences, special exercises and well
established consultative arrangements - contribute to keeping our staff
aware of our progress and development within the Giroup.

Severn Trent Water Limited undertook an internal communications
survey involving over 1,500 employees, secking their views on the internal
communication process. The Group remrins committed 1o equal
opportunities for all employees and potentrl emplovees irrespective of sex,
tace, reigion, marital status or disabitity:

Our palicy of employing disabled people wherever possible has been in
ewistence for many vears and we encourage any existing employees who
become disabled to remain within the Group.
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The Seveen Treat Group tontinwes to sce a steadv improvement in its
Health and Safet recond, with Severn Treat Water Limited teeiving, for
the fifths vear tn successon, the Britsh Safety Connal’s award and Biffa
Waaste Services given Five Star Status” after an aadit bv the same bodv
Througheut the Group the prenciples Taid daws by the Heash and S

o

Evcatne of effcetne safely managginent are berg ssstemasedle agphed

and we are confident that this, together with 2 more widespread use of risk
assessment, will lead to future improvements,

During the year the Cumpany was informed that. foliowing the coming
inte force of e Disclsure of Interests In Sharcs (Amendment)
Regulations 1993, neither Barclays Bank Pl and its subsidiaries nor Sup
Lile Group (formerly Rockloigh Corporation Ple) had 2 notiiable interest in
the issued share capltal of the Company;

As 2t 2 June 1994 the Company had not been informed of any
substantizl shareholding in its issued ordinary share capital,

The Company is not & close company within the meaning of the Income
and Corporation Taxes Act 1988.

PO LR T
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Separate accounts for Severn Trent Water Limited are prepared and sent to
the Director General of Water Services, A copy of these accaunts can be

obtained on written request to the Company Secretary at the address given
on tie back cover. There is no charpe for this publication,
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The Company maintains lnsurance under Section 310(3) of the Companies
Act 1985 for its Directors and Officers against liabilities In eelation o the
Company,

By
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Following the introductior: of the Cadbury Report on the finaneial aspcls
of corporate governance, the Directars have examined their compliance
with the Code of Best Practice.

The Directors are able to report that the Company complics with
the Cede.

Two mauers raised in the “adbury Pepurt, namely the precise critena
for assessing the adequacy of internal controls and the going concern
staus of the business are currently being constdered by the accourtancy
profession. Once the accountancy profession has reached 3 Consensus on
how hest to comply with the Code, the Directors will report accordingly.

The Company’s auditors, Price Waterhouse, have reviewed Lhe
Company’s compliance with the specific matiers in the Code which the
London Steck Exchiange requires that the auditors should review, They
have reported 10 the Board that they are of the opinion that it is
appropriate for the Ditectors 1o make the statement that the Company

By urder of the Boand

OW Mattin Secredary
13 Juna 190
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Announcement of results
The results of the Group will normally be published at the following
times:

Interim restlts for the six months to 30 September - December
Preliminary results for the year to 31 March - June
Report and accounts for the year to 31 March - July

Dividend payments

Dividend payiments will normally be made at the foitowing times:
interim dividend - early Apeil {announced December)

Final dividend -~ early October (recommended June)

Annual General Meeting
29 July 1994 at the Intecnational Convention Centre, Birmingham

S résBonsibilines in, rlanon to e Hinangs
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Auditors

Price Waterhouse
Cornwall Court

19 Cornwall Stregt
Birmingham B3 2DT
"Teferhone: 021-200 3000

Solicitors

tHerhert Smith
Exchange House
Priwrose Street

Loncan EG2A 2HS
Telzphone: 071-374 8000

Merchant Bankers

Samuel Montagu & Co Limited
10 Lowey Thames Street
London EC3R GAE

Telephone: 071-260 8000

Registrars

Lloyds Bank Registrars
54 Pershore Road South
Rings Norton
Birmingham B30 3€P
Telephone: 021-433 8000

Yockbrokers

James Capel & Co. Limited
ihames Exchange

10 Queen Street Mace
London EC4R 1B
Telephone: 071-621 0011

'BS Limited

100 Liverpoo! Strect
London EC2M 2RH
Telephone: 071-901 3333

SevernTrent Ple
Registered No, 2365619
Registered office;

2308 Covernry Road
Birmingham B.6 37
Telephorie: 021-732 6000

Comgpany Secretary
David W Matin FCCA

Tht, Directors are required by the Companies Act 1935 to prepare financial statements for each finztncial year which give a true and fae v w of
the state of affaies of the Company and the Group as at the end of the financial year and of the peofit or loss for the financial year.

The Directors consider that in preparing the financial statements on pages 18 t0 39, the Company has used appropriate accossiong policies.
consistently applied and supported by reasonabile and prodent judgments and estimates, and that all Accounting Standards whch thev consider

torhe applicable have been followed,

The Directots have responsibility for ensuring that the Company keeps accouning records v & disclose witli reasonahle aceuracy the
Fazancial position of the Corpany and which enable them to cnsure that the financial sttements comply with the Companies Act 1083
The Pirectoes have general responsibitty for taking sush steps ¢ are reasonably open 1o them 1o safeguard the assets of the Graup and 1

prevent and detect fraud und othee wregitisitios
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We have audited the financial statements on pages 18 to 39 which have been prepared under the historical cost convention and the accousting
policies set out on pages 22 to 24.

Respective responsibilities of Directors and suditors
As described on page 16 the Company’s Directors are responsible for the preparation of financlal statements. It fs our responsibility to form an
independent opinion, based on our audit, on those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes examination, on a
test basis, of evidence relevant to the amounts and disclosures in the financial statements. i also includes an assessment of the significant
estimates and judgments made by the Directors in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the Company’s and Group's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit 50 as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material mis-statement, whethar
ciused by fraud or other Irregularity or ervor. In lorniing our opinion we also evaluated the averall adequacy of the presentation of information
a2 the financial statements.

Opinlon
n our cpinion the financial staements give a true and fair view of the state of the affairs of the Company and the Group as at 31 March 1994
and of the profit and cash flows of the Group for the year then ended and have been properly prepared in accordance with the Companies Act 1583,

e (S n
p"'l"u LQ&,LM(‘L (J

Price Watechouse

Charteted dccousttants and Registered Auditors
Cortwalt Court

1 Cetiwall Street

Bittwanghm B3 3DF
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Year ended 31 March 1994 1994 1993
Notes im £m sm Am
Tutnover
Continuing operations 979.8 904.6
Acquisitions 18.2 -

Total turnover 2 998.0 904.6
Operating costs (668.7) {606.5)
Operating profit before share of results

of associated undertakings 3 3293 298.1
Share of results of associated undertakings 04 0.9
Operating profit

Continuing operations 328.9 299.0

Acquisitions 0.8 -

Total operating profit 2 3307 299.0
Net interest payable 5 (48.3) (28.9)
Profit on ordinary activities before taxation 2814 270.1
Taxation on profit on ordinary activities 6 (21.2) 22.5)
Profit for the financial year 260.2 247.6
Dividends 7 (81.7) (75.1)
wetained profit for the financial year 18 1785 172.5
Earnings per share 8 72.7p £9.9p

Sexver Teept Py



AL 31 March 1994 Group Company
1994 1993 1994 1993
Fixed assets HNotes sm m im m
Tangible assets 9 3,002.3 2,604.2 7.7 1.7
Investments 10 274 29.6 13313 1,287.0
3,029.7 27138 1,339.0 1,29%7
Current assets
Stocks n 23.8 24.7 - -
Debtors 12 191.7 165.2 9. 206
Short term deposits and investments 13 180.7 240.6 172.3 2303
Cash at baok and In hand i7.3 59 - 0.5
4135 436.4 181.7 2514
Creditors: amounts falling due
within one year 14 (422.8) (446.1) {162.1) (221.6)
Net current (liabilities)/assets (9.3) 0.7 19.6 29.8
Total assets less current liabilities 30204 27141 1,358.6 1,324,5
Creditors; amounts falling due after
more than one year 15 (805.8) (663.9) (278.0) @170
Provisions for liabilities and charges 16 (75.0) (70.0) - -
Net assets 2,139.6 1,980.2 1,080.6 1,046.8
Capital and reserves
Calfed up share capital 17 3589 356, 3589 356.1
Share premium 18 3.1 3.5 3.1 35
Profit and toss account i8 17740 1,620.2 718.6 087.2
Sharcholders' funds 21394 1.979.8 1,080.6 1,046.8
Minority shareholders fiterest ¢.2 0.4 - -
L . i :
2,139.6 1,980.2 1,080.6 1,046.8

Sigmed ot behalf of the Board who approved the accounts on 13 June 1994,

|

R fecland €airman

P\\/v: - Clag,

I o i

RA S Costin Group Finance Diveclor
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Year ended 31 March 1004

Notes

Net cash inflow from operating activities 22
Returns on investments and servicing of finance

Interest received

Interest paid

Interest element of Rnance lease rental payments

Dividends received

Dividends paid

Net cash outilow from retums on investments xnd servicing of finance
Tax paid

Tavesting activities

Purchase of tangible fixed assets

Grants received

investment in associated undertakings

Sale of associated undertakings

Loans advanced to associated undertakings

Loans repaid by associated uadertakings

Purchase of subsidiary undertakings 22b
Sale of tangible fixed assets

Net cash outflow from investing activities

Net cash outflow before financing
Financing

Haturity of short term deposits
Loans advanced

Loans repaid

Finance lease capita| repaid

Shares issued net of expenses

Net cash inflow from financing 22c

{Decrease)/increase in cash and cash equivalents 22d

1993
£m Lm
441.1
11.2
(31.%)
(3.5)
0.3
{66.0)
(110,31
(21.5)
(37 1.0)
24.3
(2.9}
1.0
{4.a)
bt
(60.0)
8.9
(399.35)
{90.2)
M0
03.0
(4.0}
{14.4)
24
“8.0
(12.2)

£m

4494
{57.3)
(5 9)

w2
{65.0)

{451.9)
23.6
(8.8)

{0.9)
(2.5)
10.9

197.1

100.9
(1.5)

{11.4)
38

(84.2}
(23.2)

(429.6)
(181.7)

Net cash outflow before financing (as above)

Shares issued net of expenses (as ahove)

Loans and finan.e lease obligations of subsidiary undertakings acquired during the year
Inceptiont of finance lease contracts

Exchange adjustments

Tacredse in net debt

Notes

2 Swemiinon i
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Year cndied 31 Marely [994

Profit for the financia year
Currency translation differences

Total recoytiised gains and losses for the yeur

260.2

2511

The Company had no recognised gains or losses other than the profit for the year.

Comparative figures for the above stalement have been amended to exclude expenses on issue of shares,
Accordingly, proceeds of shares issued are shown net of expenses in the reconciliation of movements in

sharehiolders' funds below,

There is no difference between the result as disclosed in the profit and loss account and the result on an

unmodified historical cost basis.

\RA C a3
"i'ei uqllﬂ]hq il

Profit for the financiat year
Dividends

Other recognised gains and losses relating to the year
Shares issued (net of expenses)

Scrip dividend

Goodwill written off

Transfer on acquisition of an associated
undertaking as a subsidiary uncertaking

Net addition to shareholders' funds
Shareholders’ funds at 1 April 1993

Shareholders’ funds at 31 March 1994

Notas

mienisn shireholders Rinust L Lak sy

8.3
{30.0)

0.8

159.6

1979.8

?o: 15‘)-4

27
(327)

1498
1,230.0

19798
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Year ended 3t March 1994

Accounting policies
Accountlng convention
The financial statements have been prepared under the historical cost convention In accordance with applicable Accounting Standards and,
except for the treatment of certain grants and contributions, comply with the sequirements of the Companies Act 1985 (“the Acl™). An
explanation of this departure from the requirements of the Act is given in the grants and contributions policy below.
Basis of preparation
The financial statements include the results of Severn Teent Ple and its subsidiary and associated undertakings. The results of subsidiary
undertakings acquired are included from the date of acquisition. The results of assaciated undertakings have been accounted for on the equity
basis where the Company’s holding is 26 per cent or more and the Company exercises significant influence,
Tumover
Turnover represents income receivable in the ordinary course of business for services provided,
Tangible fixed assets and depreciation
Tangible fixed assets comprise:
Infrastructure assets (being mains and sewers, impounding and pumped raw water storage reservoirs, dams and sludge
pipelines); and \
Other assets (being land, including Jandfill sites, buildings, operational structures and plant and equipment).
i Infrastructure assets
Infrastructure assets comprise 2 netwaork of systems.
Expenditure on infrastructure assets refating to increases in capacity or enhancements of the network is reated as additions and
capitalised at cost after deducting grants and contributions,
Expenditure on maintaining the operating capabiity of the network in accordance with defined standards of service s charged as an
operating cost.
No depreciation is charged on infrastructure assets because the network of systerns is required to be maintained
in peroetuity and therefore has no finite economic life.
i Landfill sites
Landfil sites are Included at cost less accumulated depreciation,
The cost of landfill sites is amortised over the estimated life of the site on the basis of the usage of vold space using the annwity method of
depreciation. Cost includes the cost of acquiring and developing sites but does not Include Interest.
Each landfill site is divided into a number of operational cells: the depreciation charge is calculated for each individual cell over the
estimated ife of the cell on the basfs of the usage of the void space within the cell concerned.
fii Other assels
Other assets are included at cost less accumulated depreciation. Additions are included at cost.
Freehold land is not depreciated. Other assets are depreciated over their estimated economic lives, which are principally as follows:
Buildings 30-60 years

Operational structures 40-80 years
Fixed plant 20-40 years
Vehicles, mobite plant and computers 3-10 years

Assuts in the course of construction ars not depreciated untit commissioned,

Severn Yeont Bl



v Leased assets
Where assets are financed by leasing arrangements which transfer substantially all the risks and rewards of ownership of an asset to the
lessee (finance leases), the assets are accounted for as if they had been purchased and the corresponding capital cost is shawn as an
obligation to the lessor. Leasing payments are treated as consisting of a capital element and a finance charge, the capital element reducing
the obligation to the lessor and the finance charge being written off to the profit and loss account over the period of the lease in proportion
o the capital amount outstanding. Depreciation Is charged over the shorter of the estimated useful life and the Jease period.
All other leases are accounted for as operating leases. Rental costs arising under operating leases are expensed in the year in which they
are incurred,
¢ Infrastructure renewals accounting
The charge to the profit and loss account for infrastructure renewals expenditure takes account of planned expenditure on maintaining the
operating capability of infrastructure assets in accordance with the operational policies and standards underlying Severn Trent Water Limited's
‘K" inve stment programme, and s Indexed to reflect the impact of price changes since the programme was prepared. The timing of the
'K investment programme and other operational considerations may result in uneven patterns of infrastructure renewals expenditure,
Expenditure during the year is charged to the infrastructure renewals provision,
f Grants and contributions
Grants and contributions received 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 aseets.
Grants and contributions relating to infrastructure assets have been deducted fron: the cost of fixed assets. This 1z ot in accordance with
Schedule 4 to the Act, which requires assets to be shown 1t their purchase price or production cost and hence grants and contributions would
be presented as deferred income. This departure from the requirements of the Act is, in the opinion of the Directors, necessary to pive a true
and fair view as no provision is made for depreciation and any grants and contributions relating o such assets would not be taken to the profit
and loss account. The effect of this departure is that the net book value of fixed assets is £82.2 million tower than it would otherwise have
been (1993: £61.8 million).
g investments
Investments held as fixed assets are stated at cost Jess amounts written off, Those held as current assets are stated at the lower of cost and net
realisable value,
h Stocks
Stocks are stated at cost less any provision necessary to take account of damage and obsolescence, Work in progress is valued at the lower of
cost and net realisable value. Cost includes labour, materials, transport and an element of overheads.
Development tand and properties are included at the lower of cost and net realisable valie. Cost includes the cost of acquiring and developing
the sites.
i landfill restoration costs
Provislon for the cost of restoring landfill sites is made over the operational life of the site and charged to the profit and loss aczount on the
basis of the usage of void space.
j Environmental control and aftercare costs
Enviconmental control and afiercare costs are Incurred over the operational fife of each landfll sie and may be incurred for a considerable
period thereafter. Provision for such costs is made over the operationai life of the site and charged to the profit and loss sccount on the basis
of the usage of void space.
k  Peastoo costs
Pension costs are determined by an independent actuary so as to spread the cost of providing penston benefits over the estimated period
of ernployees’ average service lives with the Group.

Sveehinmi bl 03
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Notes 1o the finangial siatements

Accounting policies (continued)

Foreijm currency

The trading results of overseas subsidiary underiakings are translated into sterting using average rates of exchange. The balance shecis of
overseas subsidiary undertakings are teanstated into sterling at the rates of exchange ruling at the year end. Exchange differences thus arising
are dealt with through reserves, as are exchange differences on loans between Group companies,

The cost of the Company’s investments in overseas subsidiary undertakings Is transtated into sterling at the rates of exchange ruling at the dute
of investment, All other forelgn currency assets and liabilitles of the Corapany and its United Kingdom subsidiary undertakings are translated
into sterling at the rates of exchange ruling at the year end except in those instances where forward cover has been arranged, in which case
tha forward rate Is used. Any exchange differences so arising are deait with through the profit and loss arcount,

Forelgn currency transactions arising during the year are translated {nto sterling at the rate o eadianige ruling on & Yate of the transaction,
All profits and losses on exchange realised during the year are dealt with through the profit and loss account.

Research and development

Research and development expenditure is charged to the profit and loss dccount in the year in which it is incurred.

Deferred taxation

Deferred taxation relating to capital allowances and other timing diffi 2. :i..5 is provided for to the extent it is probable that a liabihty

will crystallise.

Advance corporation tax

Advance corporation tax paid and payable in respect of dividends is set o+ against UK mainsiream corporation tax or deferred tax to the extent
possible, otherwise it is written off to the profit and loss account. t

Goodwill

Goodwill represents the difference between the cost of acquisitions and the fair value of the net tangible assets acquired. Gogduwill is writien
off to reserves in the year of acquisition.
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sepmental analysis
Analysis of turnover and eperating profit by geographical origin and type of business

Unlted Kingdom Gther - principally Group g
Europe and USA v

1994 1993 19499 1993 1994 1993

Turnover £m Lm £ £m L im
Water and sewerage services T87.5 7398 - - 787.5 739.8
Waste management 10:.2 86.3 19.4 174 120.6 103.7
Related businesses 38.5 34.2 514 269 89.9 61.1
927.2 260.3 70.8 44.3 998.0 904.6

Operating profit

Water and sewerage services 3246 293.0 - - 324.6 293.0
Waste management 10.8 8.5 34 3.5 14.2 12.0
Related businesses 0.9 1.1 (1.0) 0.3 0.7 1.4
336.3 302.6 18 38 338.1 2064
Corporate overheads (.4} {14}
3297 299.0

Details of the principal operating subsidiaries by type of business are set Gat in note 23.

Turnover by origin and destination does not differ materially. Turnover between business segments is not material.

Analysis of net operating assets by geographical location and type of business

United Kingdom Other = principaiiy Group

Europe and USA
1994 1993 1904 1993 1990 1993
.h:::n im £m Lm sim im
Water and sewerage services 26733 23944 - - 20733 23954
Waste management 83.0 60.2 129 4.2 96.3 b4
Reluted businesses T 13.1 349 29.9 49,6 439
Net operating assets 27716 2,467.7 47.8 34.1 2.819.4 2,501.8

Short tetsn deposits and investments, cash, borrowings, obligations under finance leases, taxation balances and
dividends payable (679.8) (521.6)

2,139.6 1,980.2

W o B 55

a

IR y‘“’ ,un“ “uf IEW‘QI
T Iy

+




b

Notes 10 the flnancial statements

Operating profit 1994 1992
Operating profit s stated after charging/(crediting): o im
Employee costs (note 4) 194.3 173.2
Infrastructure renewals charge (note 162) 723 6.8
Depreciation (note 9) 94,6 82.3
Environmental and landfill restoration: costs (note 16a) 1A 2.1
Operating lease payments - land and bulldings 27 23
- other 2.8 4.
Hire of plant and machinery 2.6 2.7
Research and development expenditure 8.3 8.2
Audit fees 0.5 0.4
Profit on disposal of fixed assets (3.9) {5.1)
Fees paid to Price Waterhouse: 1904 1993
£000 £7000
Audit feas 449 433
Regulatory fees - UK 152 26
Taxation fees - UK 08 182
Other fees - UK \ 86 274
735 915
Charged to capital (9) (57)
Charged to profit and loss account 740 858
included in the audit fee above is £42,000 (1993: £38,000) in respect of the Company.
information regarding Directors and employees 1994 1993
Directors: | e o
Fees 115.8 142.5
Emoluments including pension contributions 1,076.8 927.1
Performance payments 127.6 956
& e 1,320.2 1,165.2
Detatls of the emoluments of the Chairman and the highest paid Director are as follows:
Chalrman Highest paid Dircctor
1994 1993 1994 1993
£000 £000 £000 £060
Fees - - - -
Emciuments Including beaefits in kind 163.2 156.7 181.2 170.8
Ferformance payments 8.4 226 369 240
Emoluments excluding pension contributions 1736 1793 218.1 1954
Pensten contributions 567 489 83.0 751
Emoluments including pension contributions 2303 2282 3020 2:05

it adddition to.the amounts disclosed above, sinex the yer exd the former Chaiman has received 5404829
compensation for early termination of his service contrac ded an amount of £107797 s been paid in

rel.ition to futate pension contributions.

Seve et St Lo



4 lnformation regarding Directors and eniployees tsantinued)

Emoluments (excluding pension contributions) of the Directors of the
Company, other than the Chairman and the highest pald Divector wise 19 93

within the following bands: o. Ko.
& 5001~ 10,000
& 20,001 = 25,000
& 30,001 - 39,000
& 40,001 - 45,000
£105,001 - 110,000
£125,001 - 130,000
£140,001 - 145,000
£150,001 - 155,000 -
£180,001 - 185,000 2

| 'The executive Directors' salaries, performance payments and granting of share options are determined
by the Remuneration Committee, consisting of non executive Directors, after taking the advice of
outside independent consultants, Performance payments are based upon the level of achievement
against profit and carnings per share targets and levels of service, water supply and sewerage quality
targets set by external regulators.

i The Cornpany has 1 future obligation In respect of Mr RA S Costin to pay the difference between his
pension entitlement based upon the relevant portion of his final salary and the maximum amounts
payable under the rules of the pension scheme. The amount charged to the profit and loss account in
respect of this future obligation s £372364 (1993: £25,656).

i Included within the Directors’ emoluments above is an amount of £41,875 (1991 £20,416) paid to a
third party for making available the services of one of the non executive Directors, This amount relates
10 fees of £22,500 (1993: £20,416) and emoiuments of £19,375 (1993: &nit)

iv Non-cash benefits included in: the total emoluments consist of the provision of cars and health
care insurance.

v Detalls of Directors’ interests in the shares of the Company, including share options, are shown in the
Directors' report on page 14,

b o | e o U b

o e =

Employees: 1994 1993
Lm im

Wages and salarles 195.6 182.1
$acial security costs 18.2 157
Pension costs (note 20) 12.3 11.2

5 1.1 200.0

Charged as follows:

Capitd and infrastructure rencwals 318 358
Opera ing cests {note 3} 194.3 173.2
226.1 209.0
Average nur ber of employees during the year (fuil ime equivalent) 1994 1293
By type of business: _ S ) to
Water and sewerage services 6954 7445
Waste- management 1938 1,827
Related bus nesses 1,874 1,247
10,783 0,519
By geographical fseation:
‘ Urited Kigdonn 4,349 0,567
Other = peincips Wy Furopeand USA 934 542
! 10,5863 10,519
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Kotes 1o the o statereits

5

3 Netinterest payable 194 1993
&m im
Interest recelvable 14,5 29.9
interest payable:
Bank loans, overdrafis and gther loans repayable withis, five years (14.0) (9.8)
Loans repayable afer mgge thap five years (39.9) (43.0)
Finance leases (8.9} {5.0)
{48.3) (289
6 Taxation on profit on erdinacy activities 1994 1993
im L)1
UK corporation tax at 33% 1.3 -
Double taxation refjef (0.2) ~
Overseas taxation 0.9 0.6
Share of taxation charges of associated undertakings L3 0.7
Advance corporation tay - current year 19.5 22.1
- prior year {18} 0.9
‘ 212 225

The corporation tax chacge for the year has been reduced by the excess of ca

pital alfowances over

depreciation, If the fyll potential liability to defprreq taxation had been provided on aq ongoing hasis, an
milfion) would have arisen during the year,

additiond charge to taxation of £65.8 million (1993: £64.2
At 31 March 1994, the Group had tax losses of approximate)

which will be available for offset primarily agatnst future teading profits of Se

T Dividends
Pence
P Share
Interitn dividend declaped 755
Final dividend proposed I5.20
% _ 28

¥ £113.0 million

199,
Pence
im Per Share
A0l 76
54.6 14,1
81.7 21

(1993: £110,0 million)
vern Trent Water {imited,

1293

£m

8
503

75

& FEarnings per share
Earnings per Ordinary Share are calenlaged o the et basis

00 earnings of £260.2 million (1993:

S2476 millions divided by 3579 million Ordinary Shares, being the &veiage number of shares in jssye

during the year (1993, 3543 mitlion).

The exercise of outstanding share optiens woga nop mitesally dilute earnings per share,
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9 Tanglble assets Group Company
Land and Infrasiructure Plant and Total Tutal
bulldings assets equipment

£m £m im im £m
Cost
Balance t April 1393 1,085.1 1,209.2 939.7 5,234.0 8.0
Additions 130.1 105.8 1884 4243 03
Acquired with subsidiaries 1.0 - 8.5 9.5 -
Grants a:. { contributions - (20.4) - {20.4) -
Disposals (4.4) - (20.5) (249) -
Exchange adjustments (¥))] - 0.} - -
Balance 31 March 1994 1,211.7 1,294.6 1,116.2 3,6225 8.3
Depreciation
Balance 1 April 1993 288.3 - 2515 539.8 0.3
Charge for year 23.7 - 709 94.6 03
Acquired with subsidiaries 0.1 - 49 5.0 -
Disposals (1.8) - (17.4) (19.2) -
Balance 31 March 1994 3103 - 3099 620.2 0.6
Net book value
At 31 March 1994 9014 1,294.6 5006.3 3,002.3 7
At 31 March 1993 796.8 1,200.2 688.2 2,694.2 7.7
i Included in tangible fixed assets are assets held under finance leases as follows: 1993 1993

£m &m

Cost 189.1 1339
Accumuiated depreciation (38.4) (31.6)
Net book value ’ 150.7 102.3

it Ceants and contributions received relating to infrastructure assets have been deducted from the cost of fived assets in order 10 show 2 trie

ane fir view as set out in note I,

i The net book value of land and buildings is analysed as follows: J904
Im

Freehold 892.9
tung teasehold 31
Short leaschold 54
oU1.4

1993
gm

7924
25
LY

796.8

iv  'The net book value of land and buildings includes £42.9 million (1993: £33.6 million) in respect of landfill sites.
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hotes to the financial statements

9 Tangible assels (conupued)
v Depreciation Incurred during the year has been charged as follows: {994 not

dm Am

On owned assets .5 772

On assets held under finance leases =1 51

910 8.3

vi Included fn the above are the following tangible fixed assets not subject to depreciaticn: 1493 1993

im Am
Land 210 214
Infrastruciure assets 1,294.6 1,209.2
Assets in the coucse of construction 4128 487.2

]

17284 1,717.8

vii At both 31 March 1994 and 31 Marca 1993 the Company’s tangible fixed assets comprised freehold fand and buildings with 4 net book
value of £6.4 million and plant aad machinery with a net beok value of £1.3 million.

W Investments Assocrated Other Total
undertakings Invesimeats

Shares Leans Share of
retained earnings
Group im £m £m &m £m

At 1 April 1993 176 10.2 14 0.4 29.6
Transfer on acquisition as 2 subsidiary (0.1 (2.8 0.8 - (2.1}
Additions 2.9 - (LN - 18
Acquired with subsidiary untertakings 02 - - - 2
Disposals 02) - (0.8) - (1.0)
Provisions - (0.5) - - 0.5
Dividends received - - (0.3) - (6.3)
Currency translation differences (0.3) - - - {0.3)

ra b g meaa L Y
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At 31 March 1994 20.1 6.9 - .2

Company Subsidiaty Assocated Other Tolal
undertakings underiakings investnients

Shares Loans Shares
im &m 3] im £

At 1 Aprit 1993 1,2166 69.4 0.3 0.2 12870
Additions 25 418 - - 44 3

At 31 March 1994 1,219.1 1.2 0.8 0 1.341 4

Brief details of the principal operating subsidiary and associzted undertakings «f the Group are set s i note 23.
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11 Stocks Group
1994 1993
£m im
Stocks and work In progress (L9 146
Development land and propertles 11.9 10.1
23.8 247
The replacement value of stocks is not materially different from their book value.
12 Debtors Group Company
1994 1993 1994 1993
im m Lm im
‘Trade debtars 104.3 1023 - -
Amounts owed by Group undertakings - - 7.7 18.7
Amounts owesd by associated undertakings 74 - - -
Overseas taxation recoverable 0.5 0.2 - -
Other debtors 11.9 124 - -
Prepayments and accrued income 67.6 50.3 1.7 19
191.7 165.2 9.4 206
Debtars include £4.0 million (1993: £4.5 million) which falls due after mare than one year.
13 Shortterm deposils and investments Group Company
1994 1993 1994 1993
£m £m m £m
Investments listed on a recognised stock exchange a1 - - -
Unlisted investments 0.2 - - -
Short term deposits ' 176.4 240.6 1723 230.3
180.7 240.6 1723 230.3
Seeern Treat Bz
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Notes 1o the financlal statements

Creditors: amouws fatling due within one year Group Cormpany
19N 1993 1999 1993

L £m £m Am

Debentures (unsecured) L9 0.5 ~ -
Bank loans, overdrafts and temporary borrowings 14.4 48.2 40.5 106.2
Other loans 1.0 0.7 - -
Obligations under finance leases (note 19c) 13.8 103 - -
Trade creditors 46,9 53.3 0.1 0.1
Amounts owed to Group undertakings - - l.4 0.7
Other creditors 9.6 9.2 2. 1.7
Taxation and social security 9.3 8.0 - -
Advance corporation tax payable 19.8 22.1 16.8 221
Corporation tax payable 3.0 2.2 - -
Dividends payable 81.7 75.1 817 75.1
Purchase consideration for East Worcester Water Ple - 33.4 - -
Deferredt credits 23 1.9 - -
Accruals and deferred income 2189 181.2 16,2 157
422.8 446.1 102.1 216

Greditors: amounts fatling due after rore than one yeur Group Company
Rale of interest 1994 1993 1994 1993

L) Em £m Sm £m

European Investment Bank leans - 1996-2003 50-10.9 297.6 2159 - -
Local authority loans - 1995-2035 6.9-9.9 15.8 16.2 - -
Water annuities 4.0-50 0.1 0.1 - -
Bonds due 1999 115 150.0 150.0 1500 150.0
Bonds due 2001 11.6 125.0 125.0 2 125.0
Debenture stock - 1996 (unsecured) 125 - 35 - -
Debenture stock - irredecmable (unsecured) 3.0-5.0 0.1 0.1 - -
Other doans 9.0 1.4 0.5 - -
600.0 5113 275.0 275.0

Obliyaions under finance leases (note 19¢) 142.7 919 - -
Deferred credits 50.1 395 - -
Othe. 13.0 i5.2 30 23
805.5 663.9 2780 313
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Greditors: imounts falling due afier more than one year tcontnued

Loans outstanding are repayable 4s follovs : Group
1904 1993
&m im
Between one and two years 35 57
Between two and five years 170.9 58.1
After five years - by instalment 53.0 49.5
- other than by Instalment 373.0 398.0
600.0 5113
Repayable by instalment any one of which is due for repayment after five years 720 63.2
Provisions for liabil:tics and charges Ralange a1 Charged fo Exchange Utilised Halance at
¥ April proflt & loss adjusiments 31 Mareh
1993 accaunt 1994
Provisions comprise; sm &m im im im
Infrastructure repewals 39.7 723 - {60.4) 51.6
Environmental and fandfill restoration 8.7 14 .0 (3.1} 16.9
Reorganisation and other 11.6 20 - 7.1 0.5
70.0 757 (1) (70.6) 75.0
The utilisation of the infrastructure renewals provision is shown net of grants and contributions of £4.7 million (1993: £3.2 million).
Acquisition provisians included above are analysed as follows; £m
AL April 1993 23.]
Urilised (53)
Exchange adjusiments (0.1)
At 31 March 1994 177

1

A significant proportion of acquisition provisions relate to environmental and landfilt restoration Habilities which are of 2 long term nature.

Potential deferred taxation liabifities not provided: 14992 1993

im m

Capital allowances 501.6 4238
Other timing differences (28.1) (34.8)
Avaifable tax losses (37.3) 1{36.3)
Advance corporation tax not immediatery recoverable (939 (76.2)
3123 2765

Comparative figures have been restated to take account of computations submitted to the relevant tax authorities,

Sevenn Trent Pl
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Notes ta the financial stitements

17 Calted up share capital 1994 1993
Authorised: S i
475,000,000 Ordinacy Shares of £1 4750 475.0
One Special Rights Redeemable Share of £1
Issued and fully paid: 199 1993

£m im
358,897,181 Ordinary Shares of £1 (1993: 356,093,377) 358.9 356,

One Special Rights Redezmable Preference Share of £1

a  Shares issued during the year:

1,837,793 Ordinary Shares were issued in lieu of cash of £8.5 million iri respect of the interim and final dividends for the year ended 1 March
1993. Scrip issue costs were £0.5 million.

85,917 Ordinary Shares were issued at 176.0p, 239.0p, 257.0p or 360.0p to former employees under the Group’s Employee Sharesave Scheme
ad 880,094 Ordinary Shares were issued at 262.0p or 310.0p under the Group's Executive Share Option Scheine. The aggregate consideration
in respect of these allotments was £2.7 million,

b In accordance with a direction made by the Secretary of State under the Water Act 1989 the Special Rights Redeemable Preference 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 redeeimed by the
Company at that date.

¢ Employee shace schemes
i The Severn Trent Share Schemes
The issued and paid up share capitat of the Company includes 2,579,595 (1993: 2,264,547) Ordinary Shares issued under The Severn
‘Trent Share Schemes. These shares are held in trust on behalf of employees who are beneficially entitled to the Shares,

ii Employee Sharesave Scheme
Under the terms of the Sharesave Scheme the Board may grant those employees who have entered into 2 Infand Revenue approved Save
as You Earn (SAYE) contract for a period of either five or seven years the right to purchase Ordinary Shares in the Company. Options
outstanding at 31 March were as follows:

Date of grant Normal date of exercise Option price Sumber of shares

19949 1993
December 1989 1995 or 1997 176p 3,735,565 3887113
January 1991 1996 or 1998 239p 763,478 805,356
January 1992 1997 or 1999 257p 1,624,030 1,724,280
January 1993 1998 or 2000 360p 1,167,172 1,203,262
January 1994 1999 or 2001 482p 935,131 -

fit Executive Share Option Scheme
Under the terms of the Executive Share Option Scheme the Board has granted Directors and executives options to purchase Ordinary
Shares In the Company. Options outstanding under this scheme at 31 March were as follows:

Date of grant Namber of Normal date Option price Kumber of sharcy
option holders of exeraise

190 1993
January 1990 3 Jan 1993 - Jan 2000 262p 22,949 677,806
January 1991 5 Jan 3994 - Jan 2000 310p 70.835 305,072
Jamuary 1992 1y Jan 1995 - Jan 2002 3ip 983,585 1,011,304
March 1993 123 Mar 1996 - Mar 2003 197p 697,209 725,554
December 1993 129 Dec 1996 ~ Dec 2003 625p 539,596 .

M Sewrn Teat e
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Reserves Share premium Profit& boss
decount akcount
Group Im £m
A1 April 1993 35 1,620.2
Goodwill arising on acquisitions {note 21) - (28.5)
Goodwill in respect of prior year acquisitions - (2.1
Teansfer on acquisition of an associated undertaking as a subsidiary undertaking - 0.8
Retained profit for the year - 178.5
Shares issued 1.7 -
Serip dividend (et of expenses) (2.1 85
At 31 March 1994 31 L7974
Sh.re premiury Profit & loss
aaling account
Company im £m
At L April 1993 3.5 687.2
Retained profit for the year - 22.9
Shares issued 1.7
Scrip dividend (net of expenses) (2.1) 8.5
At 31 March 1994 3.1 718.6

The profit attributable to shareholders, dealt witl, in the accounts of the Company was £104.6 miltion
(1993: £690.7 million). As permitted by Section 230 of the Companies Act 1985, no profit and loss account
is presented for the Company.

AU 31 March 1994 cumulative goodwill written off against Group reserves amounted to £242.9 million
(1993: £212.3 miltion).

Commitments and contingent liabilitics 1994 1993
frvestrent expenditure commitments e o
Contracted for but not provided in the financial statements £T4.4 253.4
Authorised but not yet contracted for b45.4 210.9

fn addition to these commitments, Severn Trent Water Limited has longer term expenditnre plans which
Inciude investments to achieve improvements in performance mandated by the Director General of Water
Services wad to provide for growth in demand for water and sewerage services.

Operating lease commitments
At 31 March 1994 the Group was committed to m#king the following paymients during the next year in

tespect of operating leases which expire: land and Other
hulldings

im Lm

Within one year 0.4 13

Between one and five years 0.8 1.2

After five years 1.6 0.1

238 2.6

Sevetrn Tren t\h 45
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Notes 0 the finaneial statements

Conunitrents and contingent liabilities (conunued)

Finance lease commitments el 1993
im im

Anmqunts due under finance feases are payable as follows:

Within one year 13.8 103
Betweeu one and two years 17 137
Between two and five years 89 206
After more than five years 122.1 62.6

150.3 1682

At 31 March 1994 subsidiary undertakings have entered into performance bonds, issued in the normal course of business, amounting tc
£10.4 million (1993: £5.2 million) of which £10.1 million (1993: £5.1 million) Is guaranteed by the Company. In addition the Company has
entered into guarantees of £22.1 million (1993: £11.7 million). No liability is expected to arise in the normal course of business.

'The banking arrangements of the Company operate on a pooled basls with certain of its subsidiary underakings. Under these arrangements
participating companies guarantee each other's overdrawn balances to the extent of their credit balances and the credit balances can be offset
against overdrawn balances of participating companies.

Peasions

The Group operates a number of defined benefit schemes which are fully funded to cover future salary and pension Increases. The assets of the
schenics are held in separate teustee administered funds. The principal schemes are the Severn Trent Water Pension Scheme (STWPS) and the
Severn Trent Mirror Image Scheme (STMIS). In addition there ave defined contribution schemes operated by certain overseas subsidiary
urdertakings. Employers’ contributions during the year were £12.3 million (1993:4£11.2 million).

STWPS

An actuarial valuation of STWES was carried out at 31 March 1992 by an independent actuary, using the projected unit method. The prineipal
assumption used was that the investment reurn would exceed future satary increases by 2% per annum, The actuarial value of the scheme’s
assets was £227.3 million, which exceeded by 16% the actuariaf value of the benefits accrued to members, after allowing for future Increases in
eatnings, The market value of the schere’s assets was £188.0 million.

The employers’ contribution to STWPS continues wnchanged s the rate of 8.8%, 7.35% or 4.4% respectively of pensionable pay of STWS
members whose contributions are at the rate of 6%, 5% or 3% of pensionable pay according to their choice,

STMIS

The most recent valuation of STMIS was carried out at 31 March 1991 by an independent actuary using the attained age method, which is
considered the most appropriate method of valuation for a scheme which is closed to new members. the principal assampiion used was that
the investment return would exceed future salary and wage increases by 2% per annum, The actuarial value of the. scheme’s assets was
£97.3 million, which exceeded by 24% the actuarial value of the benefits accrued to members, after allowing for future increases In carings,
The market value of the scheme’s assets was £85.5 million.

The employers’ contribution to STMIS continues unchanged at the rate of 7.7% or 6.4% of pensionable pay of STMIS members whose
contributions are at the rate of 6% or 5% respectively.

Acquisitions
Detals of companies acquired during the year are given in note 23, Goodwill arose on these acguisitions as follows:
Book value Fair vilue Fabe sadur
atdate of sdjestments cfmns
acquisition agured
Assets acquired: &m im £m
‘Tangitie fixed assets and investrnents 45 0.2 43
Net liabilities (rL0) {13} 123
35 (.1 iy
Cash consideration and costs 309
Goodwill )

Uil

"The prefits of subsidiary undertakings acquired during the year, for the period from the start of the financial yea: to the date of doqusiton,
weze not matecial,

Sevetn Trent By
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22 Cash flow statement 1994 1993
a  Reconciliation of operating profit to net cash inflow from operating activities om o |
QOperating profit 320.7 295.0
Currency translation differences - 05
Profits of associated undertakings {0.4) (nay
Investment and other provisions 0.5 0.5 |
Depreciation charge 04.6 82.3 !
Profit on sale of tangible fixed assets (39 (5.1)
Deferred credits received 14.1 12.2 |
Deferred credits written back (2.1) (1.6)
Provisions for liabifities and charges (note 16a) 75.7 715
Utilisation of provisions for labilities and charges (74.8) (95.8)
Decrease/(increase) In stocks L4 (0.2}
Increase in debtors (10.%) (11.5)
Increase In creditors 17.2 1.0
Net cash inflow from operating activities 441.1 3553
b Analysis of the net outflow of cash and cash equivalents in respect of the purchase of subsidiary undertakings 1994 Tj
&m m
Constderation {rote 21) 0.0 387
Paid after the year end - (33.4)
Defer-ed consideration (4.0) (1.3)
Cash paid i, respect of prior year acyuisitions 354 0.2
(ash at ban} and in hand of '1cqmred subsidiary underfa!ungs (2.3) (L7
Net outﬂow of cash :md cash equw'llents G respect of the purchase of subsndmry undcmkings 60.0 2.5
¢ Analysis of changes In financing during the year 1994 1993
Share L.oans arid Current Trial Total
¢ capital finance asset
{including lease fvestinents
shar¢ ubligations
premivem}
m Sm &m s am
Balance at 1 April 1993 3590 b51.3 (96.9) 914.0 5324
Reclassify premium on Bond issues - - - - (2.0
Cash flows from financing 24 446 310 78.0 2589
Loans and finance leasz obligations of subsidiary
undertakings acquired during the year - 2.7 - 27 58
[nception of finance fease contracts - 62.7 - 62.7 69.1
Exchange adjustments - 0.2 - 0.2 -
Batarice at 31 March 1994 3620 7615 (65.9) 1,057.6 Q1490
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Notes to the financil sttements
Cash flow statement (continsed)
Analysts of the balances of cash and cash equivalents Change in year 19%4 1993
as shown in the balance sheet om Am o
Cash a* bank and in hand 11.4 73 59
Deposits with maturity date of less than 3 months (28.9) 114.8 143.7
Bank loans and overdrafts 53 (i2.3) (17.6)
(12.2) 119.8 132.0
e subsidiary undertakings acquired during the year did not contribute materlally to the Group’s cash flows,
Analysis of net debt as shown in the balance sheet
Notes  Changein year 199 1943
Lm im m
Short term deposlts and investments 59.9 (180.7) (240.6)
Cash at bank and In hand (11.4) (17.3) (59
Debentuses 14 14 19 0.4
Bank foans, overdrafts and tempocary borrowings 4 (33.8) 1.4 48.2
Other loans 14 0.3 1.0 0.7
Obligations under finance leases 14 35 13.8 0.3
Loans \ 15 88.7 600.0 S114
Obligations under finance leases 15 44.8 P27 97.9
1534 575.8 4224
Subsidiary and associated undertakings
Brief details of principal operating subsidiary and associated undertakings included in the Group accounts ace a5 follows:
Subsidiary undertakings Country of reglsication or Percentae of ordinary Naturc of business
incorporatlon (and eperation) share capltal held
Water and sewerage strvices
Severn Trent Water Limited England -100% Water and Sewsrage Undertaking
Waste management '
Biffa Waste Services Limited ) England 100% Waste Managemens
Biffa Waste Services 54 Belgium 1G0% Waste Management
Wastedrive Limited England 160% Waste Management
Wastedrive (Manchester) Limited England 100% Waste Management
Centrale Verzorgingsdienst Cotrans NV Belgium 100% Waste Management
Related businesses
Severn Trent Industries Limited England 100% Trading Jompany
Severn Trent Property Limited England 100% Property Development
Severn Trent Qverseas Holdings Limited England 100% Holding Company
Severn Trent {Del) Inc. United States 100% Helding Company
Abbcott Estates Limited . England B5% Property Development
Aztee Enviconmental Control Limited Eagland 100% Control Equipment
Capital Controls Company Inc. United States 100% Water Disinfection Equipment
Caphial Controls Limited England 160% Water Disinfection Eguipment
Fuston Meters Litnited England Si% Meter Design
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Subsldiary and associated undertakings (continued)

Substdiary undertakings Country of reglstration or

incorporation {and operation)

Genera fechnologles Limited England
Jabay Limited England
Paperflow Services Limited England
Stoner Associates Inc, I't: 2. States
tsland Recycling and Environmental Corporation Inc. linited States
ST Environmental Services Inc, United States
ST Environmental Services Inc. 1) United Stales
AM-TEX Corporation Inc. United States
Severn Trent Systems Limited England
Computer Systerns and Applications Inc. Unlted States
Derwent Insurance Limited Guernsey
Charles Haswell and Parfners Limited England
Associated undertakings

GMI Rovinian Limited England
Minworth Systems Limited England
Tetra Europe Limited England
Aquafin NY Belgium
Industrias del Agua SA de CV Mexlco
Biogas Generatlon Limited England
Grafham Carbons Limited England

Held directly by the Company
Acquired during the year
Subsidiary undertaking 15 a result of controlling interest

Percentage of ordinary Nature of husiness
share capital held

50% Water Analysis Technology
100% Water Disinfection Equipment
100% Mailing Services
100% Pipeline Management Systems
65% Waste Treatment
100% Water Treatment Operators
100% Water Treatment Operators
100% Water Treatment Operators
100% Computer Systems Development
100% Computer Software for Utilities
100% Insurance Company
100% Engineering Design Consultants
50% Property Development
49% Process Monitoring Equipment
50% Waste Water Treatment Processes
20% Sewerage Undenakine
49% Water Undertakirz
50% Power Generation
50% Carbon Regeneration

Severn Trent Laboratories and Severn Trent Water Internationat are trading divisions of Severn Trent Industries Limited,
Particulars of the issued shar capital of the Group's associated undertakings at 31 March 1994 were:

A Ordinary

shares of £1

GMI Rovinian Limited 25,000

Minworth Systems Limited 51,000
Tetea Europe Limited 500,000 #

Agoafin NV 3 -

industrias del Agua S de CY -
Siogas Generation Limited 20,000 #
Grafham Carbons Limited 20,000 #

Held by the Group

B Grdinary Qther classes of shares
shares of £1
25,000 #
49,000 #
500,000 500,000 redeemable non-cumulative
preference shares#
- 800,000 shares at 10,000BEF/ share
- 10,000,600 Common Shares
20,000
20,000
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with the year 1990 potentially misleading.
Profit and loss account 1994 1993 152 1991 14m
Am £m &m im 4m
Turnover 908.0 904.0 8217 627.0 544
Operating profit including share of results
of associated undertakings 320" 209.0 209.4 187.5 155.0
Income from investments - - 0.3 0.3 -
Net interest (payable)/receivable {(48.3) (28.9) 43 51.5 (310
Profit on ordinary activities before taxation 2814 270.! 274.0 2393 121.0
Taxation on profit on ordinary activitias (21.2) (225) 241) (20.9) (1.
Erofit for the year 260.2 2476 240.9 2184 10a3
Dividends (81,7 (750 (68.3) (62.1) (350
Retained profit for the financial year 1783 172.5 1806 156,3 T3
Balance Sheet 190 1994 1992 199i Jsri
Lm £m im £m Al
Fixed assets 3.029,7 27238 23003 1,821.1 1,531.2
Net current v fuhilities ) fassets (9.3) 97 130.5 194.7 3.1
Total assets less current liabilities 302004 37141 24413 2,015.8 1,776.3
Creditors: amounts falling due after more than one yeir {805.8) (663.9) (521.7) (107.0) {55.8)
Provisions for liahilities and charges (75.0) (70.0) {89.5) (79.81 4s.3)
2,130.0 1,680.2 1,830.1 18384 Llra2
Called up share capital 3589 356.1 753.8 3538 3538
Reseryes 1.780.5 16237 1,476.2 140 5 LA 4
Minority shareholders’ interests 0.2 04 0.] 01 -
2,139.6 1,980.2 1,330.1 1,828 Lb™s 2




At AL March 1994

Sharcholdings Number of Percentage Nurnbe of Pergeniage
shareholders oftotal Ordinary of Ordinary

sharchelders Shares Stuares

f million %y

L= 499 69,526 52.8 12.8 35
500- 9499 39,989 30.2 26.5 74
1,000 - 4,999 20,733 15.7 204 B2
5000 - 9,999 553 0.4 3.5 1.0
10,000 - 49,999 594 04 14.0 39
5,000 - 99.999 218 0.2 14.7 4,1
over 100,000 437 0.3 258.0 719
132,350 100.0 358.9 100.0
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