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Main activities

Water and

sewerage services

Severn Trent Water is a leading
provider of water supply and
waste water services in the UK.

Software

Severn Trent Systems provides a
range of utility management
information systems, including
customer service and network
modelling software solutions for
electricity, natural gas and water
utilities worldwide.
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Severn Trent Plc is one of the world s leading water and waste services companies. Quoted on
The London Stock Exchange and listed among the top 100 companies in the the UK, the group
has a turnover of more than £1 billion and employs some 10,000 people, primarily in the UK,
the rest of Europe and North America.

Financial
highlights
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Sharing the
benefits of efficiency

g
Richard Ireland, Chairman
. , .

I
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Group resuits

The principal management challenges
for the year were four-fold: to increase
operating efficiency in Severn Trent
Water; to increase profitability in the
non-regulated businesses; to deal with
the problems associated with the
drought; and to undertake an extensive
review of the group’s strategy. These
challenges were successfully met.

Group profit before tax increased to
£373.0 million, an improvement of
15.7 per cent on a like-for-like basis —
excluding the £55 million exceptional
restructuring provision announced in
November 1994. Similarly, group profit
hefore interest increased by 12.4 per cent
to £420.8 million. Turnover rose by 7.5
per cent to £1.16 billion (£1.08 biltion).
Earnings per share, 2gain on a like-for-
like basis, were 10.2 per cent higher at
89.6p (81.3p). Net borrowings reduced
by 15.1 per cent to £481.3 million
(8567.1 million) and the group’s
gearing at 31 March 1996 was 19.2 per
cent {24.8 per cent). )

Dividends and customer benefits

In November 1994, Severn Trent Plc was
the first major water and sewerage
company to introduce a programme of
benefit sharing for customers and
shareholders. The programme includes a
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reduction in charges for customers of §30
over a five year period and a second
interim dividend of 3.84p net per share
per year to shareholders over the same
period. These benefits are based on
efficiencies achieved by the company
during the first five year period
following privatisation.

' During the year, an additional £150
million of voluntary expenditure was
committed to improving significantly the
resilience of Severn Trent Water's supply
and distribution systems.

The board is recommending a final
dividend of 19.33p net per ordinary
share, making 28.53p for the year
exélyding the second interin dividend,
compared with 25.03p for the previous
year, an increase of 14.0 per cent. Total
dividends are covered 2.8 times by
earnings. Given the current regulatory
and tax regimes, the board believes that
twice covered dividends are appropriate
and, barring unforeseen circumstances,
the intention is to arrive at this position
by the year 2000,

There should be no doubt about the
group’s continuing commitment to
improving serviees for custormers,
providing appropriate retutns to
shareholders, sharing the benefits of
efficiency savings and making voluntary
additional capital expenditure to ensure

Severn Trent Water maintains its secvice
standards, Dividend payments will not in
any way restrict the caplital expenditure
which is vital for the enhancement of
Severn Trent Water’s systems and
essential to ensure its position as a
leading water and sewerage company.

Business devefopment

During the year, an extensive strategic
review was undertaken to determine the
best means of enhancing shareholder
value. The review was wide ranging and
involved an in-depth study of the UK and
US utility sectors as well as the
identification of other opportunities for
the development of the nen-regulated
businesses.

A key benchmark used by the board
against which to measure the relative
merits of the strategic alternatives has
been, and will continue to be, the
possible benefits which might acerue
from a return of capital to shareholders,
This is a4 complex analysis depending on
a number of judgments including, for
example: the scale of any such return of
capital and the return which could be
earned on such capital if it were retained
in the business; how to ensure that all
shareholders are treated equally; and
any customer benefits considered
necessary,




Chairman’s statement continved

The board decided that it would seek to
exploit Severn Trent’s core strengths in
managing water and sewerage services
efficiently and in waste management. It
also believes that benefits which arise
from multi-utility operations and
services are probably best obtained
through alliances or joint ventures.

After making detailed assessments of
all the opportunities, a proposed offer to
acquire South West Water was identified
as being financially, strategically and
operationally the best opportunity in the
UK. It should enable Severn Trent to take
a low risk approach to building its
position in both the water and waste
services sectors through the application
of its core skills and allow Severn Trent
Water to apply its expertise in resource
management, asset management and
customer service to bring better services
at lower cost to customers in the South
West region. It will also improve Biffa’s
market position significantly.

Severn Trent has identified scope for
cost savings and efficiency improvements
in the enlarged group. The proposed
offer for South West Water represents an
outstanding opportunity for Severn Trent
to enhance value for shareholders by
building a stronger and more efficient
water and waste services business. The
board strongly believes that, provided
acceptable clearance terms are obtained
from the Monopolies and Mergers
Commission and OFWAT, the acquisition
of South West Water provides the best
way forward for the group and its
shareholders.

Corporate governance

As required by the Greenbury report, the
board engaged independent consultants to
undertake 2 thorough review of Director’s
remuneration. Based on this review, the
Remuneration Commiltee has prepared a
detailed report which is set out on pages
2110 24.

Board

Following the resignation of Allen Lloyd,
the board is delighted that David
Arculus, group managing director, EMAP
Plc, Rebert Walker, division president,

the Pepsi-Cola company, and Martin barring unforeseen circumstances,
Flower, an executive director of Coats
Viyella Ple, have joined the board as
non-executive directors. They each bring
substantial and varied business
experience which will be of considerable

benefit to the group.

earnings by the year 2000.

N K —~

Employees

The dedication and enthusiasm shown
by employees throughout the group
during the year has been impressive. The
board is indebted to therm for all they
have achieved, often in trying
circumstances and, not infrequently, in
adverse weather conditions.

Richard Ireland Chairman

Outlook

Severn Trent Water has been working
hard since last autumn to obviate the
need for hosepipe bans and other
restrictions with reservoirs currently
87 per cent full. The board looks to the
future with confidence as the work and
investment continues to increase the
robustness of the company’s resources
and systems and its efficiency.

Whilst we cannot predict what effect,
if any, the landfill tax will have on waste
disposal, we expect Biffa to make further
progress 2s it develops its position as a
leader in the waste services market.

The proposed acquisition of South

" West Water will allow us to apply our

core skills in water services 2nd waste
management and deliver value to our
shareholders and to customers in the
South West region.

Severn Trent Systems shows potential
in serving the utility sector as a whole,
in both the UK and the US. In addition,
the consultancy and contract operations
of Severn Trent Water International are
capable of further profitable expansion,
particularly in the US,-as are 2 number
of the supporting technology businesses.

The board remains committed to
acting in the best interests of its
custorners and shareholders. It will
continue to make additional investment
to improve services and share the
benefits of efficiencies. Its confidence in
the future of the group is reflected in its
progressive dividend policy which will,

Severn Trent Plc

reduce the level of cover to around twice
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o Biffa Wasts Services collection
and municipal depots

o Biffa Waste Services special
waste, dinical ang
envimnmental services facilities

e Severn Trent Water sewage
treatment area

Since 1989, Severn
Trent Water has invested
a total of

£2.7
billion

in improving the quality of its
services to customers. More
than 10,800 investment
projects have been
completed, including 4,300
major schemes,

Charles Haswell and
Partners has over

30 years’
experience

in providing multi-disciplinary
design and engineering
advice services to clients
worldwide. The company
specialises in water,
transportation, tunnelling and
heavy industrial civil
engineering works.

in May 96 n-

Biffa currently services

563,000

properties

on average each week through
the 16 municipal refuse
collection contracts it operates
in the UK.

Severn Trent Laboratories
carries out approximately

7,000

tests

daily on 1,000 samples it
receives from commercial
clients all over the UK. The
company is also recognised
internationalty for its
laboratory management skills,
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As a world leader in the prowsmn of water and ‘waste services, Severn Trent Plc’s
strategy for growth focuses on using and developing its expertise in the management of
resources and assets and in providing a high level of service to its customers.

The company will continue to use these skills to strengthen its existing businesses and
to add value to other utility and uti lity-related operations.

Severn Trent Systems’
software provides over employees take

100m 1.7m

bills readings

to more than 20 million each year from custorners’ water
customers worldwide each meters. The company operates
year. The company has over 160 water services contracts
clients in North America, in the US with more thar 500
Australia, Canada, France peopie employed primarily in the
and the UK, southem and eastem states,

In the US, two out of every
three hornes heated by
natural gas are served by a
utility using one of mare of
Stoner Assoclates’ network
medelling software solutions.

Severn Trent Water
International is currently
providing technical and
organisationat expertise in many
counties including Guyana,
China, Mauritius, Trinidad and
Tobago and Romaria

Paperflow Services mails Genera Technologies has
over pioneered a simple

52m 3 hour

items test

a year for major companies in
the UK and Germany using
the latest computer controlled presents considerable cost
mailing and booklet making and time savings over
equipment. conventional testing methods
which ¢an take up to 20
hours to chtain results.

for the detection of parasites
in water, The new technique

ST Environmental Services'

ST Environmental Services: USA

2§ Environmental Services

Key projects
» Pasadena, Texas

Jackson, Mississipoi

Capital Controls sells
chlortnation equipment
for disinfection to over

70

countries

worldwide through its
network of offices, agents and
its joint ventures in Hong
Kong and Bombay. It is the
largest supplier of disinfection
equipment in the US,

s Lee County, Florida

Fusion Meters’ demastic
water meter with no
moving parts,

System

EQUITY

kas recently gaineg approval
from the UK Department of
Trade & Industry’s National
Weights and Measures
Laboratory. More accurate
than the conventicnal meter,
Systern EQUITY is the first of
its kind anywhere in the world.
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Maximising
operational strength

- Vic Cocker, Group Chief Executive

Water services
Severn Trent Water continued its trend of
- efficiency savings and tight cost control.
Improved billing and a focus on the
collection of charges from newly
occupied properties helped to increase
turnover by 5.7 per cent to £895.6
million (£847.0 million). Profit before
interest increased by 10.5 per cent to
£400.8 million (£362.6 million) due,
largely, to further improvement in cost
control. Upward pressures on costs, for
example those associated with the
operation of new plant and equipment,
increased pension contributions as a
result of an actuarial valuation and
increased abstraction charges payable to
the former National Rivers Authority
(NRA) were held in check by further
operating efficiencies,

Direct operating costs decreased by
1.8 per cent in real terms before an
additional £12 million of special
expenditure on the drought and before
pension costs, The implementation of
the first full year of the two year
programme to reduce costs in the central
support function was completed
successfully. Employee numbers for
Severn Trent Water overall reduced by 2
further 7.3 per cent to 5,862 (6,324).

The quality of water in the Severn
Trent Water region continues to rank
among the very best reported anywhere

& Severn Trent Ple

in the world, During the year, drinking
water compliance remained at 99.8 per
cent, In addition, Severn Trent Water has
already substantially met the main
obligations of the European directive on
urban waste water treatment and
continues to invest to meet the even
higher UK inland river standards. Severn
Trent Water s compliance with numeric
waste water standards is more than 99.0
per cent and improvements in the
quality of discharges to inland
waterways have already been recognised
by the Environment Agency in a 22.3 per
cent increase in the quality of river
water.

The investment programime
continued to deliver benefits. Since
privatisation in 1989, Severn Trent Water
has invested £2.7 billion in improving
services to its 3.5 million customers.
During the year, the company invested
£322 million and major schemes were
completed at Mythe, Strensham, Ogston
and Coleshill. Work began on a number
of new projects, in particular on a £90
naillien refurbishment of the one
hundred year old Minworth sewage
works on the outskirts of Birmingham.
Severn Trent Water plans to invest more
than £400 million next year.

Effective management of water
resources during the drought was the
most significant challenge Severn Trent

Water faced during the year. Rainfall in
the Severn Trent Water region for the
twelve months to 31 March 1996 was the
second lowest experienced by the ten
major UK water and sewerage companies
and less than 70 per cent of the long
term average. Whilst the company
eventually had to introduce restrictions
on water use in August 1995, these were
necessary to ensure essential supplies
through the winter. The action taken
through the company s mobilisation
plan to secure additional resources,
reduce leakage by 12 per cent (from 24
per cent to 21 per cent) and manage
demand enabled all the restrictions to be
lifted by April 1996. Severn Trent Water
is confident that, throughout this
summer, it will be able to meet similar
demand levels to those experienced last
year without a hosepipe ban.

During the drought, a seven point
plan was introduced which involved
substantial voluntary additional
investment. The plan aimed to increase
the water resources available for supply
by five per cent. The range of activities
included locating additional resources,
transferring resources to augment
reservolr refill and increasing leakage
detection and repair. For the first time,
Severn Trent Water is planning to use
the River Trent as 4 source for drinking
water. This has oaly become possible as




Chief Executive’s review continued

a result of the company s investment at
sewage works, in association with the
NRA, to improve significantly the quality
of river water.

We appreciate that no matter what
weather conditions prevail, our
customers expect us to supply all their
legitimate needs for water. We
understand that expectation and we
intend that it will be fulfilled. At the
same time, many of our customers
believe that there are good ecological,
environmental and economic reasons for
using water wisely and we appreciate
their constraint,

Waste services

Biffa, the waste management company,
reported excellent results. Profit before
interest increased by 21.8 per cent to
£21.2 million ($17.4 million) on
turnover of $173.3 million which was
12.4 per cent higher than last year.

In the UK, profits were up 43 per
cent with turnover up five per cent, All
three divisions, collection, landfiil and
special waste, performed well. Volumes
in the UK collection division increased
by seven per cent, due largely to strong
growth in the industrial and commercial
sectors. The municipal activities showed
4 year on yeat improvement and one
new municipal contract coming on
streamn during the year brought good
opportunities for geographic expansion,
In addition, more effective controls were
introduced to fleet management and
maintenance activities which helped to
increase efficiency and improve margins.

The alliance with SCA Recycling UK
Limited is working well. This jointly
operated scheme offers customers 2
national recycling service for paper and
card in order to help them reduce the
impact of the new landfill tax by
diverting these waste streams away from
landfitl,

Landfill in the UK maintained its
consistently strong performance, Unit
revenues increased by 21 per cent which
more than compensated for the 11 per
cent reduction in volumes. Three
additional landfill sites will open shortly
to replace three which closed duting the

year. Operating void space remains
constant at 36 million cubic metres and
a further 16 million cubic metres is
either in development or awaiting
consent.

The landfill division s Redhill site
was the first in the UK to achieve BS7750
accreditation. A further twenty-two
locations have BS5750 accreditation.

Biffa s preparations for the
introduction of the landfill tax later this
year are well advanced. Systems are
largely in place and an extensive
marketing programme has proved
effective in helping customers
understand better the implications of the
tax for their businesses.

The benefits of restructuring last
year helped the special waste division to
improve its performance. All areas are
now in profit and the targeting of
parti'cular waste streams and industry
sectors s producing encouraging results,

Biffa s operations in Belgium had a
difficult year, although revenues were up
41 per cent on the year spread across ail
three divisions of collection, landfill and
special waste. The restrictions on the
carriage of waste across the internal
borders within Belgium, combined with
the start up costs of the new treatment
and recycling centre at Antwerp, caused
profit to be 26 per cent behind last year,
The border closure particularly affected
operating costs in collection. The
decision was taken halfway through the
year to close the Antwerp recycling
centre, in order to manage promptly the
operational problems associated with the
start up of the plant and to improve
quatity control. Good progress has been
made and the plant has now re-opened.
The landfill activities in Belgium
continue to perform well and have
maintained their high quality levels.

Related businesses

Profit before interest from related
businesses increased nearly three-fold to
£6.7 million. In particular, Severn Trent
Water International reported profit
before interest, after marketing
development costs, of £1.9 million
compared with a loss of £2.2 million last

year. Contracts won during the year
included the management of the
company responsible for water and
sewerage services in Trinidad and
Tobago.

Severn Trent Systems, the utility
software company, reported an 80 per
cent increase in profit before interest.
The application of new technologies in
the utility industry, particularly in the
UK and the U8, will be key in reducing
costs and improving efficiency in the
future, This worldwide market offers
potential both in terms of systemns sales
and the development of strategic
alliances,

Severn Trent Property s 38 hectare
development at Midpoint Park,
Birmingham is nearing completion. Its
retail warehouse development at Walsall
was sold within twelve months. Work has
now started at the 124 hectare Daventry
International Rail Freight Terminal in
which interest has already been
expressed by some prospective occupiers
in addition to finance and forward
commitments from Hermes,

A

Yic Cocker Group Chief Executive
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Making the most
of our resources

Plugging the leaks

The long hot summer of 1995 brought
the subject of water leakage into sharp
focus in the UK. Hosepipe bans and
drought conditions forced customers to
use water sparingly, but the national
press accused water companies of being
unconcerned about water leaking from
their networks.

It was a situation that could not be
allowed to continue, and Severn Trent
Water is tackling the problem. The
company now employs an additional 160
people specifically in this area and will
spend a total of £25 millien in 1996/97
on leakage detection and repair of its
41,000km distzibution system.

By April 1996, leakage had dropped

Total water demand

by 12 per cent compared with the

previous year as a result of a series of

measures:

+ a Leakline for customer calls
receives an average of 650 calls a
week, In fact one week s calls in early
January 1996 exceeded 2,500

 1epairs carried out each month to the
company § water mains have
increased by 70 per cent

» response times have halved so that
repairs are now tackled within 48
hours on average

» Severn Trent has instigated an
innovative fixed fee scheme for
mending leaks on private property;
consequently, the number of repairs to
customer supply pipes carried out by

Megalitres per day (weekly average)

2600 ~

2400

2200
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Action taken by Severn Trent Water fo manage demand and tackle lezkage has

helped to reduce water consumption.
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the company has increased six fold.

Replenishing the reservoirs...

As a nation we are demanding more and
more water, which leaves water
companies with a dilemma: how to
satisfy increasing demand with a finite
rainfall resource. The one in 300 year
drought of 1995 compounded the
problem, so Severn Trent cut back on
water taken from reservoirs and, instead,
looked for alternative sources.

Despite a lower than average winter
rainfall in 1995/96, increased
abstraction from groundwater and river
flows provided an excellent source of
waler, thus allowing the reservoirs to
replenish to the maximum possible
extent. For several months, the company
supplied one third of Birmingham s
water from the River Severn instead of
its normal reservoir supply source.

Meanwhile, the drought was
especially severe and peolonged in the
Derwent Valley in Derbyshire — an area
whose reservoirs supply much of the East
Midlands — but a remarkable series of
measures ensured supplies to the
drought hit regions. These included
sending water back up the Derwent
Valley aqueduct to Derby — a feat not
previously attempted during the 80 years
in which the scheme has operated.

Yield at some reservoics was




Opposite: Severn Trent offers a low cost repair service for
leaks on customers’ supply pipes.

Above: iLandfill gas quality is monitored prior to use in
power generation at Biffa's Redhill site.

Above Right: Biffa’s partnership with SCA Recycling UK
creates national network for the cotlection of recyclable
paper. -

Right: A series of measures has maximised the rate at
. which Severn Trent's reservoirs have refilled.

increased by enhancements to treatment
works and a better control of water
distribution. Strenuous efforts were made
1o squeeze every fast drop from available
pumping capacity.

The result of all these measures? The
average storage position of Severn
Trent s reservoirs increased from
35 per cent to 87 per cent in six months,

Waste not, want not

Waste is 2 by-product of medern life. As
a nation, the UK produces an estimated
95 million tonnes of waste each year and
it costs £2.7 billicn to dispose of this
material.

For any company, waste
management is as vital as health and
safety or food hygiene, for rubbish
cannot simply be thrown away. The
Environmental Protection Act places a
criminal liabitity on the producer to
ensure that waste is disposed of properly.

The cost of taking waste directly to
landfill is rising rapidly and this is set to
continue. The tonnage of waste going to
landfill will be taxed from 1 October
1996, and there is near agreement ont 4
levy on packaging material to fund its
reclamation and recycling.
Consequently, it is making economic as
well as environmental sense to look at
ways to minimise, treat and/ot recycle
waste wherever possible.

Waste paper and card is one of the
largest constituents of the waste streams
from Biffa s customners that currently
goes to landfill. Biffa has formed an
alliance with SCA Recycling UK, part of
the major European paper and card
producer SCA, to offer customers the
ability to recycle their paper and card on
a nationwide basis. The complementary
nature of the two businesses has created
efficiencies in collection and processing
which produce unrivalled opportunities
for customers to control costs and meet
their environmental obligations by
redirecting paper and card away from
landfill.

Greenhouse gases — the fuel of the
future?
Water, sewerage and waste management
systerns are essential to any community s
health and well-being. The Severn Trent
group helps to improve the environment
for around 20 million people worldwide.

However, the company s commitment
to the environment extends beyond its
statutory obligations. Severn: Trent Plc
has developed an environmental poticy
which is already producing real benefits
both to the environment and to business
performance. Details of progress are
published by the company annually in its
Environmental Report,

Severn Trent s strategy for

environmental improvement is based
upon facts. Specific targets set in a
number of areas address important
environmental issues and result in
meaningful improvements. These target
areas include reductions in the
consumption of electricity in all oifices,
reductions in company vehicle fuel
consumnption, increases in office waste
recycling, reductions in methane
emissions from landfill sites and
increases in the generation of electricity
from landfill gases.

Good progress is being made in all
areds, not least in the generation of
power at Biffa s landfill sites. An
unavoidable by-product of tandfill sites
is methane gas which is normally flared,
preventing its emission to the
atmosphere, However, Biffa is utilising
this resource in the generation of
electricity for its own use and to export
to the national grid.

The first such site has been operating
for five years, and has an output capacity
of two megawatts — enough to supply
1,000 homes on average. The success of
this scheme has encouraged Biffz to
commission four more sites under the
government s
non-fossit fue! obligation initiative. By
the end of 1996, the company will be
generating enough electricity to supply a
small town.

Severn Trent Plc 9




Protecting and
developing our assets

Managing our surface assets

Severn Trent Water has over 6,000
surface installations in addition to its
underground assets. These include
sewage works, water treatment works,
pumping stations and reservoirs. Water
companies need to have 2 clear
understanding of the nature and state of
their assets if they are to make sound
investment decisions, and asset
management planning therefore requires
a high degree of innovation and 2
consistency of approach,

In just six years since privatisation,
Severn Trent Water has delivered one of
the [argest water utility investment
programmes in the world. In its second
five years, the company will invest
around £1billion in its surface assets,
covering more than 2,000 separate
construction projects. Severn Trent s
success in gsset management is
evidenced by its ability to deliver high
quality services at charges which remain
among the lowest in the UK. And these
services consistently achieve compliance
standards among the highest in Europe.

Severn Trent Water has developed
specialised computer investment models
for asset management planning. They
hold detailed information: on the
company s asset inventory, condition
and performance. These systems are so
pewerful that the company is using them

10 Severn Trent Plc

centrally to define its capital programme
for schermes of all sizes.

Investing in quality

Severn Trent s surface assets investment
modet can be used to plan investment
projects such as the new water treatment
works at Tittesworth in Staffordshire which
officially opened in September 1995. A
major investment of £16million has
improved the quality of drinking water
for 125,000 customers in north
Staffordshire.

Water in Tittesworth reservoir has
always been of a very high quality, but it
contains trace amounts of manganese
from winter flood waters from
surrounding moortands. Although it is
not harmful, manganese can sometimes
cause slight discoloration in water,

To remove this problem and
modernise the whole treatment works, a
development programme began in 1992,
The treatment precess now has two
separate stages of filtration, resulting in
outstanding water quality, with the
added benefit that up to 4.5 million
litres of waier per day are now more
readily available.

Putting the pressure on

For some customers, the 1995 drought
brought a drop in water pressure at
times of peak demand. Around 90,000

homes on the edges of the distribution
system or on higher ground were
affected.

To alleviate the problem, Severn
Trent Water analysed and designed a
variety of new schemes using network
modelting. Network analysis software
simulates the supply network and shows
how the system operates under different ‘
conditions — ensuring that the most
efficient and cost effective solution is
found quickly.

Across the Severn Trent region over
170 new schemes will soon be complete.
By July 1996, over 225km of new main
will have been laid, and aress previously
most affected by distribution problems
will receive the greatest benefit.

A commitment to the environment
As a business dependent on the health
of the environment, a commitment to
environmental protection and
improvement is central to Biffa Waste
Services activities.

As the third largest landfill
operator in the UK, Biffa has 24
landfill sites with a total void capacity
of 36 million cubic metres plus a
further 16 million cubic metces either
in development or awaiting consent.
In 1995/96, Biffa filled just under 3.4
miltion cubic metres of void space
which is the equivalent of one large




landfill site. Good operational and
environmental management is therefore
essential,

Confirmation of the company s
commitment to the environment came
in July 1995 when Biffa became the first
waste management company to achieve
BS7750 — the top environmental award
— for the management of its Redhill
landfill site.

Management and operational
procedures were already certified to
1809002 — the international
standard for quality management
systems — so the certification to the
environmental standard was just an
extension of the good practice
already in operation.

To gain the award, the site had to
consider all of the possible ways its
operations could potentially affect the
environment, ranging from the quality
of local watercourses to noise levels as
vehicles enter and leave the site.
Monitoring programmes were reviewed
and targets set to ensure that Biffa
continued to improve its
environmental performance.

Energy efficiencies have already
been achieved, while the recent
installation of a [andfili gas-fuelled
power station has resulted in a reduction
in emissions of greenhouse gases to the
atmosphere.

Turning the tide

ST Eavironmental Services (STES)
expertise in the management of water
and waste water facilities has ensured
that Lee County in Florida is well on the
way to making substantial cost savings
during a five year operations and
maintenance contract.

Faced with escalating costs from its
municipal works 2nd more stringent
regulatory requirements, Lee County
became the first county in the United
States to privatise its water and waste
watet operations. County commissioners
turned to the private sector for proposals

on the operation and management of the

two waste water plants and two water
treatment plants, meter reading, billing
and collection and customer services.
STES won the bid and one year later
the improvements to the facilities and
services have made quite an impact on
Lee County, which also has to contend
with huge population increases during
the winter months. A team approach to
problem solving and service delivery has
boosted employee morale and
productivity, while STES has also
invested in various technologies to
provide an efficient and cost-effective
service. These include the enhancement
of the customer service computer system
and a more advanced system for
televising and inspecting sewer lines.

Opposite: Severn Treat is investing around £50
million on new water mains schemes during
1996.

Far left: The control centre of the state-of-the-
art Corkscrew water treatment facility operated
by ST Environmental Services in Lee County,

Florida. )

Above: At Biffa’s Redhill tandfill site, internal
audits are carried out as part of its BS7750
environmental management system.

Left: Severn Trent uses pipeline nebwork modelling]

software to design water mains schemes. .

The impact of this investment is
reflected in the improvements in the
services provided to customers. One
customer in particular, who also
happens to be a retired Director of
Public Works, wrote STES a letter of
commendation praising the installation
of a water main as one of the best
operations I have had the privilege to
witness... STES is to be congratulated for
havirg such dedicated employees. The
county is to be congratufated for its
services.
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Working for
“our customers

Actions speak louder than words
Severn Trent Water is committed to
improving its services to all customers,
whether they be individual householders
or large industrial clients.

For the 17 per cent of British people
who are deaf or hard of hearing, simple
everyday tasks like paying bills or using
the telephone can be fraught with
difficulties. To improve staff
understanding of these difficulties and
enable better communication with
hearing-impaired customers, Severn
Trent Water has initiated a programme
of deaf awareness training for frontline
staff. These staff have learned basic sign
language skills, and all offices visited by
customners have a quiet roorn where
signing and lip-reading are easier
because background distractions are
minimised,

Major visitor centres and offices
where customers can go to pay bills have
been fitted with induction loops which
also cut out background noise — an
induction loop allows customers with
hearing aids to tune in directly to 1 voice
or other sound. Textphones have also
been installed in district and customer
accounting offices which aid
communication with customers who have
textphones in their homes. These phones
have a keyboard and a small screen
which allows the user to type and read
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calls via an ordinary telephone line.

All these measures are recommended
by the Royal National Institute for Deaf
People, and Severn Trent Water became
the first water and sewerage company to
endorse the Institute s Louder than
Words charter in August 1995.

Large industrial customers need a
different approach and the company
seeks to work in partnership with major
customers in order to achieve ong term
sustainable commercial relationships.

Each customer has a locally based
designated account manager who acts as
the focal point for delivering all the
support and development services
available from the company as well as
advising on other services available from
companies within the Severn Trent
group.

Cadbury, the UK s largest chocolate
manufacturet, s one of Severn Trent
Water s major customers. As 2 high
quality manufacturing husiness,
producing more than 100,000 tonnes of
chocolate each year, Cadbury requires
exceptional standards of performance
frorn its suppliers. Cadbury uses more
than 300,000 cubic metres of water each
year, mainly for cleaning its machinery,
though some chocolate products use water
during manufacture.

Severn Trent also provides waste
water services to Cadbury and has,

over the years, provided a range of
support and advice on water use and
environmental management.

Handled with care

Polluter pays — the principle behind the
Environmental Protection Act makes all
peoducers of waste legally responsible for
safe handling, containment, transfer and
disposal of all forms of industrial and
commercial waste.

Biffa recognises that large, multi-
site operations need a new and complete
approach to waste management which
deals effectively with their waste needs.
It is one of the few waste management
companies to have a team of account
development executives dedicated to
providing a high level of service to these
customers on 2 nationwide basis. Many
well-known high street names benefit
from Biffa s efficient and cost-effective
waste disposal service.

The comprehensive waste service
includes the management of waste
collection and disposal, and advice on
legislation and extraordinary waste
requirements. Biffa will also help its
custorners to reduce costs by
encouraging operational efficiencies.

Sold on software
Software and consulting services
company, Severn Trent Systems (STS),




Opposite: Severn Trent’s guality assurance inspectors take
" over 20.000 samples from customers’ taps each year.

- Above: Working with large industrial customers—Mike Sawle,
one of Severn Trent's business advisors with Paul Shaw of
Cadbury.

-Above right: Biffa provides a flexible service to large multi-site
custormers. R . .

Far right: Over five million people visit Severn Trent’s sites
each year.

Right: Severn Trent's education progrémme helps children to
learn about the environment. ’

provides solutions for electricity, gas and
water utilities worldwide, The company
has successfully implemented some of
the largest and most complex utility
systems in the world, covering
engineering, operational and custorner
service aspects of the industry. One
example is STS s multi-utility customer
service software, CIS Open-Vision, which
is being implemented at electricity
generation and supply company, Hydro-
Electric, based in Perth in Scotland.

Hydro-Electric is building an IT
infrastructure to carry it through a
programme of planned expansion and
into the next century. In particular, the
prospect of electricity industry
deregulation in 1998 throws the issue of
greater accountability for customer
service into sharp focus.

CIS Open-Vision offers flexibility for
the utilities of the future, as the need for
rapid, reliable access to information
increases. The software is being
successfully implemented in utilities
across the USA which provide combined -
gas, water and electricity services. Severn
Trent Plc — via its systerns solution
provider, STS — is therefore well
positioned as a multi-utility customer
service provider.

Seeing is believing
Severn Trent Water now welcormes in

excess of five million visitors to its sites
each year.

A network of 11 visitor centres is
specially designed to show customers
how water and sewage is cleaned to meet
the very high standards set by Britain
and Europe.

Carsington Water in Derbyshire
attracts over a million visitors every
year. Most come to enjoy the beautiful
landscape, to shop, to eat and to be
informed about the company. The more
active can hire or bring their own cycles,
canoes or sailboards, while anglers can
fish in the reservoir which has excellent
brown trout fishing. Enthusiastic nature
lovers can study birds and wildlife from
the comfort of two purpose-built bird
hides and a tusf roofed wildlife centre.

A fully equipped classroom with 2
full-time resident teacher has proved
extremely popular with local schools,
teachers and parents.

Adult groups are catered for by the
Come and See team of guides who
provide a talk and video presentation
about the work of the company and 2
guided tour explzining the story of
Cassington.

Supporting the community

Severn Trent supports 2 wide variety of
community projects and charities
concerned with health, welfare, the

environment, heritage and the arts.

One of the many community
projects currently being sponsored by
Severn Trent is the conversion of an old
mill in Cromford, Derbyshire into 4
venture centre. With the help of a
£25,000 grant from Severn Trent Ple, the
Arkwright Society is converting the mill
into a residential centre for
disadvantaged youngsters from all over
the country. Youngsters will be
sponsored to spend time at the centre
following outdoor pursuits including
canoeing, mountain walking, rock
climbing environmental work and
painting.

HRH The Prince of Wales officiatly
opened the centre in January 1996 and is
supporting the venture through The
Prince s Trust. Other major causes
currently suppoeted by the company
include the RNLI and the Staffordshire
Air Ambulance service.
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Financial review

Alan Costin, Group Finance Director

Results
Group turnover of £1,157.5 million was
7.5% up on the previous year, Turnover
of £895.6 million in Severn Trent Water
increased by 5.7%, compared with RPI +
X of 3.1%. The number of properties in
the region recorded as unoccupied
reduced by nearly 10%. Consumption of
water by metered customers increased by
nearly 3%. Turnover in Biffa increased
by 12.4% on the previous year and in the
other related businesses it was up by
21.7%. External turnover in our non-
regulated businesses now accounts for
nearly 23% of the total group sales.
Group profit before interest of
£420.8 million was 31.8% higher than
the previous year, or 12.4% higher before
the £55 million exceptional
testructuring charge incurred [ast year.
Severn Trent Water produced £400.8
million profit before interest, an increase
of 10.5% over last year s result before the
exceptional restructuring charge. The
continuing tight control of operating
costs, including the implementation of
the first year of the two year programme
for restructuring central support costs,
ensured that operating costs decreased
by 1.8%, in real terms although the
benefit of these efficiencies was partly
absorbed by £12 million additional costs
incurred as a result of the drought in the
summer and autumn of 1995 and the
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increased revenue expenditure on
leakage control. Biffa earned £21.2
million profit before interest, an increase
of 21.8% on the previous year. In the UK,
where profit before interest was up
43,0%, all three divisions {landfill,
collection and special waste treatment)
produced higher profits, but the profits
from Belgium were adversely impacted
by losses at the newly opened pre
treatrment centre at Antwerp and by lower
margins in the collection division.

Profit before interest from our
related businesses increased by 294.1% to
£6.7 million, including £1.9 million
from Severn Trent Water International
which last year made a loss of £2.2
million. Severn Trent Systems achieved a
strong performance with an 80%
increase in profit before interest. Total
profit before interest from our non-
regulated businesses increased by 46.1%
to £27.9 million.

Group net operating assets
(excluding net debt, taxation balances
and dividends payable) were £3,157.6
million at 31 March 1996, an increase of
5.5% over the year compared with a
12.4% increase in profit before interest
(before last year s exceptional
restructuring charge). Severn Trent
Water improved its return on year end
nret operating assets to 13.5% (1995:
12.9%) while Biffa achieved 17.0%

{1995: 15.5%) and the related businesses
10.3% (1995: 2.8%).

Net interest payable by the group
was £47.8 million, £4.0 mitlion lower
than last year, The reduction was largely
the result of lower net borrowings which
averaged £506 million, compared with
£535 million in the previous year.

Net interest charges were covered 8.5
times by profit before interest.

Consolidated net debt at 31 March
1996 was £481.3 million, which
represented 19.2% of shareholders
funds, compared with 24.8% at 31 March
1995.

Group profit before tax of £373.0
million was 39.4% higher than last year,
or 15.7% higher before the exceptional
restructuring provision.

The group taxation charge for the
year ended 31 March 1996 was £45.3
million, equivalent to 12.1% of the
group s profit before tax (1995: 11.0%).
The charge comprised principally UK
corporation tax of £35.6 million and
advance corperation tax written off of
£6.1 million; overseas taxation, double
taxation relief and our share of the
taxation charge of associated
undertakings totalled £3.6 miliion, The
group s effective tax rate is significanily
lower than the standard rate of UK
corporation tax, due primarily to the
impact of accelerated capital allowances.




Financial review continued

Profit after tax was £327.7 million, a
37.7% increase over last year or 11.8%
before the exceptional restructuring
provision,

Earnings per share of 89.6 pence
increased by 10.2% compared with last
year, before the exceptional
restructuring provision.

The proposed dividends for the fuil
year, totalling 32.37 pence per share, are
covered 2.8 times by earnings.

The group s operating activities
generated £492.7 million net cash inflow
in the year (1995: £482.3 miilion), of
which £452.8 million arose in Severn
Trent Water and £39.8 million in Biffa.
Payments for the purchase of tangible
fized assets, net of disposals and grants
received, amounted to £241.2 million
(1995: £302.5 million) including £203.6
million in Severn Trent Water and $31.0
million in Biffa. £3.4 million was
expended in the year on the purchase of
businesses and net investment, including
loans, in associated undertakings, After
payment of net interest charges of $33.1
million, taxation of £26.8 million and
net dividends of £91.8 million, the group
had a cash inflow before financing of
£96.4 million, tncluding £12.2 millien
from the inception of finance lease
contracts.

Net proceeds from shares issued,
together with foreign currency
translation differences, generated £1.6
million. Consequently, net debt
including finance lease obligations,
reduced by £35.8 million over the course
of the year, Before taking account of our
proposed acquisition of South West
Water Ple, and largely as a consequence
of increased capital expenditure in
Severn Trent Water, net debt is expected
to Increase in 1996/97 by an amount
broadly similar to the reduction in
1995/96.

The group s cash resources are
adequate to finance the anticipated
outflow.

Treasury management

The group had total borrowing facilities
at 31 March 1996 of £1,207 million, of
which £772 million was utilised. Of

these facilities, £771 million are
available to Severn Trent Water, of which
£486 million was utilised. The group had
cash and short term investments
totalling £290.4 million at the year end.

Group policy requires that undrawn
committed borrowing facilities, together
with cash and short term investments,
should never be less than the anticipated
cash requirements of the group for the
following two years. The maturity profile
of the group s borrowings is set out in
note 16 to the financial statements.

The Treasury Committee of Severn
Trent Ple determines the group s policy
for the management of interest rate and

_ foreign currency risk. Many of the

group s assets, and the borrowings
associated therewith, are of a long term
nature. Accordingly group policy, which
is kept under review, requires that the
interést rate on 2 significant proportion
of the graup s borrowings — currently a
minimumz of 60% — should be either
fixed, or hedged through the use of
interest rate swaps or forward rate
agreements,

At 31 March 1996 interest rates on
60% of the group s gross borrowings
were either fixed, or hedged for periods
ranging from one to six years,

Foreign exchange transactions are
not a material proportion of the group s
business. Nevertheless, group policy
tequires that the foreign exchange risk
on transactions exceeding £25,000 in
value is at least 70% hedged.

The group has investments in
various assets denominated in foreign
currencies, principally the US dollar and
the Belgian franc. At 31 March 1996 the
sterling value of foreign currency assets
exceeded the value of liabilities,
including borrowings, in those
currencies by £57.8 million. The group s
cucrent policy is not to hedge the foreign
currency translation risk associated with
its met surplus of non sterling assets. An
unrealised net translation gain of £0.3
million arose in the year.

Cash deposits, short term
investments, forward rate agreements,
currency swaps and other treasury
instruments are transacted only with

counterparties who are highly rated by
the major credit rating agencies.

Dividends
The cost of the proposed dividends to the
Company s shareholders for the year
ended 31 March 1996 was £118.8
million, plus associated advance
corporation tax of £29.7 million.
Dividends received or recejvable by the
company from its subsidiaries and
associated undertakings comprised
£120.0 million from Severn Trent Water
Limited (1995: £140.0 million) 2nd £3.0
million (1995: £0.7 million) from Biffa
and the other non-regulated businesses.
The company also received an
exceptional dividend of £386 million
(1995: nil) from Severn Trent Water,
being the net cash saving arising from
efficiencies achieved in the five year
period up to the first Perindic Review,
The benefit of the interest saving on this
amount is being shared equally between
customers and shareholders through the
package announced with the group s
results in June 1995.

B e
o

Alan Costin Group Finance Director
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Board of

Directors

1 Richard Ireland FCIS {(62) Chairman .
Mr Ireland joined the board in 1989 and was appointed deputy Chairman
in December 1992 and Chairman on 31 March 1994, He is a Trustee
Director of the Severn Trent Pension Schemes. Mr Ireland is a non-
executive director of Wolseley plc, Schroder UK Growth Fund ple and
Gartmore Shared Equity Trust Ple. It is the intention that he will become
the non-executive Chairman of Wolseley plc on 1 August 1996 where he
was formerly group Finance Director, He is Vice-President of the
Birmingham Chamber of Commerce and Industry.

2 Victor Cocker BA {Econ) FIWEM (55)

Appointed Group Chief Executive of Severn Trent Plc on 1 April 1995,

Mr Cocker was appointed to the board in 1988, Mr Cocker joined Severn
Trent in 1974, having previously worked In the gas industry. He specialised
in regulatory planning and marketing functions and was the Manaping
Director of Severn Trent Water Limited from January 1691 to March 1995,
He is a non-executive director of Aquafin NV and Chairman of the RNLI
Forward Birmingham lifeboat campaign.

3 Alan Costin FCA (563)

Group Finance Director since May 1992, Mr Costin is also a Trustee
Director of the Severn Trent Pension Schemes, A Chartered Accountant with
many years experience, Mr Costin was previously Finance Director of Lex
Service Plc.

4 Brian Duckworth BA FCCA (47)

Mr Duckworth joined the board in November 1994. Prior to his
appointment as Managing Director of Severn Trent Water Limited on

1 April 1995 he was Custonter Service Director, Mr Duckworth has been
with Severn Trent since its formation in varipus financial roles and is also
a director of Nottingham Development Enterprise Limited and UK Water
Tndustry Research Limited. ’

5 Martin Bettington BSc MechEng MBA (43)

Mr Bettington joined the board in November 1994, He is the Managing
Director of Severn Trent s waste management business, Biffa Waste
Services. Mr Bettington was previously employed by BET Ple, Biffa s former
holding company. He holds an MBA from Manchester Business School.

6 Andrew Simon OBE 8Sc MBA (51)*

Mr Simon joined the board in October 1986. He was formerly Chairman of
the Evode Group Plc and is now a non-executive director of Laporte Plg,
Tbstock PLC, Phillip Harris ple, ERF (Holdings) ple, Associated British Ports
Holdings Ple, Recognition Systems Group ple and non-executive Chaiman
of Spaldings Ltd and of Radiodetection Ltd.

16 Severn Trent Pic

7 Roger Boissier CBE (65)*

Mr Boissier was appointed to the board in October 1986, He is Chairman of
Pressac Holdings Plc and a non-executive director of Kalon Group Ple
(Chairman 1992-5), T & N Plc and a number of other companies. Mr
Boissier retired a5 a non-executive director of British Gas Plc in April 1996.

8 Clare Tritton BA QC (60)*

Mrs Tritton joined the board in November 1991 and is also 2 Trustee
Director of the Severn Trent Pension Schemes, Mrs Tritton has wide legal
experience with emphasis on European Community Law and serves on the
Monepolies and Mergers Commission. Mrs Tritlon is 2 non-executive
director of the Birmingham Royal Ballet and FIMBRA, 2nd Chief Executive
of Throckmorton Estates.

9 David Arculus MA (50)*

Mr Arculus joined the board as 2 non-executive Director ont 20 May 1996,
Mr Arculus has been group Managing Director of EMAP Plc, the
international media company, since 1989 where he played a significant
role in the growth of that company during his 24 year career. Mr Arculus
was formerly a journalist and a producer at the BBC. He is also a director
of Norcros Plc and a member of the National Consumer Council.

10 Robert Walker MA (51)*

Mr Walker joined the board as a non-executive director on 20 May 1996
Mr Walker is a Division President at the Pepsi-Cola Company, the beverages
subsidiary of PepsiCo Inc. Since joining PepsiCo in 1976 he has at various
times been responsible for Pepsi s business in Europe, the Middle East,
South Asia and Africa. Mr Walker formerly warked for Procter & Gamble
Limited and McKinsey and Company.

11 Martin Flower BA (49)*

Mr Flower will join the board as a non-executive Director ont 11 June 1996,
Mr Flower is an executive director of Coats Vivelta Ple and Chairman of its
Thread Division. During his career at Coats Viyella he has been based in
different parts of Europe, Asia Pacific and South America. He has a
particular interest in and knowledge of European and EU affairs.

Mr Flower is also a non-executive director of William Prym of Stolberg in
Germany.

* non-executive Director
Company Secretary: David Mattin FCCA

Details of membership of board committees are stated in the Directors
Report on page 20,




Directors’ report

The Directors present their report, together with the audited
financial staterments of the group for the year ended 31 March
1996.

Principal activities
The principal activities of the group continued to be the supply
of water and sewerage services, waste management and the
development of businesses in related areas. These are described
in more detail, together with a review of the group s business
and future developments on pages 2 to 15, which should be
read in conjunction with this report.

Details of the principal associated and subsidiary
undertakings of the group at 31 March 1996 appear in notes 10
and 23 to the financial staterents on pages 38, 48 and 49,

Dividends and reserves ‘
Details of dividends paid, payable and proposed are set out in
note 7 on page 36. A second interim dividend of 3.84p net for
each Ordinary Share will be paid on 5 August 1996 to
shareholders on the register at the close of business on 25 June
1996. Subject to approval at the Annual General Meeting, the
recommended final dividend of 19.33p net for each Ordinary
Share will be paid on 1 October 1996 to shareholders on the
register at the close of business on 25 June 1996, Proposed
transfers to reserves are set out in note 19 to the financial
statements on page 44.

Scrip dividends

Ascrip dividend alternative will be offered on the final
dividend, giving shareholders the opportunity to elect for new
Ordinary Shares in the company instead of all or part of the
cash dividend. Details will be sent to shareholders towards the
end of July 1996.

Directors
Details of current Directors are shown on page 16. Mr R S Paul
retired as a Director on 28 April 1995. Mr M P Upstone retired
as a Director on 30 June 1995, Mr A ] Lloyd resigned as a
Director on 12 March 1996. Mr R S Paul was succeeded as
Group Chief Executive on 1 April 1995 by Mr V Cocker, an
existing Director. Mr B Duckworth, an existing Director, became
Managing Director of Severn Trent Water Limited on that date.
Mr T D G Arculus and Mr R M Walker joined the Board as
non-executive Directors on 20 May 1996. Mt M C Flower will
join the board as 4 non-executive Director on 11 June 1996,
Having been appointed since the last Annual General Mesting
they retire from the board in accordance with the Articles of
Association and, being eligible, offer themselves for re-
appointment.

Mr R Ireland and Mr A H Simon retire from the board by
rotation and, being eligible, offer themselves for re-
appointment.

Messrs Arculus, Walker, Flower, Ireland and Simon, all
non-executive Directors, do not have service agreements with
the company.

The Directors of the company at 31 March 1996 and their
interests in the shares of the company can be found in the
Report of the Remuneration Committee on pages 21 to 24. No
Director had an interest in the shares of any subsidiary
undertaking. No contract significant to the company s business
in which a Director had a material interest was entered into
during the year.

Share capital
Details of movements in share capital are shown in note 18 to
the financial statements on page 43,

A special resolution will be put to shareholders at the
Annual General Meeting which, if passed, will authorise the
Directors, for a period of fiteen months from the date of the
forthcoming Annual General Meeting or, if earlier, until the
conclusion of the Annual General Meeting to be held in 1997,
to allot shares for cash in connection with a rights issue, and
generally up to 2 maximum aggregate nominal value of
£18,387,622. The special resolution is set out in full in the
Notice of Meeting which accompanies the report and accounts.

Renewal of authority to purchase own shares

At the Annual General Meeting in 1995, a resolution was passed
for the first time authorising the Directors to purchase, in the
market, the company s own shares as is permitted by the
company s Articles of Association. Although no purchases have
been made and while your Directors have no firm intention that
the company should make purchases of its Ordinary Shares,
nonetheless they would wish to continue to be able to act
quickly if circumstances arise in which they consider such
purchases to be desirable. The authority, set out in Special
Resolution 10, remains unchanged from last year but for the
fact that the authority granted this year would, if passed, be
deemed to extend for a period of 15 months or until next year s
Annual General Meeting, whichever is the earlier.

The proposed authority will again be limited to
approximately ten per cent of the company s issued Ordinary
Share capital as at 1 June 1996. The minimum price per
Ordinary Share payable by the company (exclusive of expenses)
will be £1, the nominal value of each Ordinary Share, The
maximum to be paid on any exercise of such authority
{exclusive of expenses} will be an amount not more than five
per cent above the average of the middle market quotations for

Sevew Trent Pl 17




Directors’ report continued

Ordinary Shares of the company as derived from The London
Stock Exchange Daily Official List for the ten business days
immediately preceding the date of each purchase. Purchases
will only be made on The London Stock Exchange and only in
circumstances where the board believes that they are in the
interests of shareholders generally. Furthermore, purchases wilt
only be made if the board believes that they would result in an
Increase in earmings per share, Any such purchases will be
financed out of profits lawfully available for distribution.

Amendments to Articles of Association
The special resolutions and the principat proposed amendments
to the company s Articles of Association are explained below.

Special resolution 11
Article 86: remuneration of Directors

At present Article 86 stipulates that the fee payable to each
non-executive Director shall not exceed £30,000 per annum,
The Remuneration Committee report to shareholders on pages
21 to 24 draws attention to the increased responsibility of non-
executive Directors resulting from the implementation of the
Greenbury Report. Accordingly, it is necessary for there to be
greater flexibility in determining non-executive Directors fees
to take account of varying duties and responsibilities. The
amendment to Article 86 proposes that fees should be
determined by reference to 2 maximum aggregate sum for all
Directors, rather than the present individual maximum figure.

Special resolution 12
Article 92: appointment
Article 106: rotation and retirement of Directors
Article 107: which Director to retire

The amendments to Articles 92 and 106 will rernove the
provisions exempting a Managing Director, Chief Executive
Director and an executive Chairman of the board of Directors
(including any joint holder of any such office) from retirement
by rotation at any Annual General Meeting. To prevent both the
Managing Director (or Chief Executive Director) and the
executive Chairman of the board of Directors being required to
retire by rotation at the same Annual General Meeting, it is
proposed to amend Article 107 to except one of those two from
retiring by rotation on the same occasion. The one to be so
excepted from retirement will be determined by reference to
their respective lengths of time in office. However, at that
- meeting another Director will retire by rotation instead and the
excepted person will then retire by rotation at the next
following Annual General Meeting,

Special resolution 13

Various additional amendments are proposed to the company s
Articles of Association and the principal amendments may be
summarised as follows:

Articles 3 and 9 and sub-paragraph (1) of special resolution 13;
the Special Share
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The authorised share capital of the company includes an
unclassified share, which was previously a special rights
redeemable preference share of §1 (the Special Share ). This
was issued to the Secretary of State for the Environment upon
the privatisation of the company in 1989. The rights attaching
to the Special Share ate contained in Article 9.

In accordance with the terms of Article 9(E), the Special
Share was redeemed at par by the company on 31 December
1994. Upon such redemption, Article 9 ceased to have effect and
the Special Share became an unclassified share of 1. It is now
proposed that this Article ¢ be removed as it is redundant, and
that the unissued unclassified share be re-classified as an
Ordinary Share of the company. The share capital of the company
as stated {n Article 3 consequently needs to be amended.

Article 53: limitations on shareholdings

The purpose of Article 53 was to prevent, until no later than 31
December 1994, a person other than a Permitted Person (as
defined in Article 53) from owning or controlling the right to
cast on a poll 15% or more of the votes at General Meetings of
the company. As this Article is no longer in force, it is proposed
that it be removed.

Other changes

The other proposed alterations are either as a consequence of
the amendments described above, a result of alterations to the
requirements of the Listing Rules of The London Stock
Exchange Limited or of 2 minor and technical nature,

CREST

CREST is the new computerised system for settling sales and
purchases of shares. Once shares have entered the CREST
system, they will be transferred by electronic means and there
will be no share certificates in relation to them. However,
CREST is a voluntary system and no one will be forced to use it.
So, shareholders who wish to retain their share certificates will
be able to do so.

Under the Uncertificated Securities Regulations 1995,
companies may make their shares eligible for settlement in
CREST by means of a Directors resolution. The Directors of
Severn Trent Ple passed the necessary resolution at a board
meeting on 31 May 1996,

The effect of the Directors resolution is to disapply those
provisions of the company s existing Articles of Association that
are inconsistent with the holding and transfer of the company s
Ordinary Shares in CREST and any provision of the
Regulations, as and when the shares enter the CREST system.

The shares have not become transferable by means of
the CREST system merely by virtue of the passing of the
Directors resolution; the permission of the Operator of the
system, CRESTCo Limited must also be given before the
shares can become so transferable. Shareholders should note
that, under the Regulations, they have the right by ordinary
resolution to resolve that the Directors resolution shall
cease to have effect,




A representative from CRESTCo will be manning a Help
Desk at the company s Annual General Meeting on 30 July 1996
in order to deal with shareholders queries. A copy of an
explanatory leaflet published by CRESTCo is enclosed with the
mailing to shareholders of the Notice of AGM and the 1996
report and accounts.

Under the Regulations, it is necessary for the company to
give notification to its shareholders within 60 days of the
passing of the board resolution. The formal notification is set

out below: To all shareholders

Notification of a Directors resolution relating to CREST
This is to notify you that, in accordance with the Uncertificated
Securities Regulations 1995 ( the Regulations ), on 31 May
1996 the company resolved by a resolution of its Directors that
title to the company s Ordinary Shares of £1 each, in issue or to
be issued, may be transferred by means of 2 relevant system as
defined in the Regulations (which at present, in practice,
means the CREST system), The resolution of the Directors
became effective immediately.

Research and development ;

In 1995/96, group expenditure on research and development
was £6.0 million compared to $7.4 million in 1994/95. The

R & D effort is focused on developing technologies to allow the
group companies to meet the high standards imposed by the EUf
and our regulators. Over the last twelve months we have
achieved significant improvements in the acceptability of our
drinking water through an R & D initiative to control the level
and variability of chlorine residual in our distribution mains.
On the sewage treatment side, our evaluation of 2 variety of
nutrient removal techniques has produced significant capitat
efficiencies in our current capital expenditure programme.

Supplier payment policy

Individual operating companies within the group are
responsible for establishing appropriate policies with regard to
the payment of their suppliers. The companies agree terms and
conditions under which business transactions with suppliers are
conducted. It is group policy that, provided a supplier is
complying with the relevant terms and conditions, including
the prompt and complete submission of all specified
docurmnentation, payment will be made in accordance with
agreed terms. It is group policy to ensure that suppliers know
the terms on which payment will take place when business is
agreed.

Severn Trent Water Limited operates to a code of practice
entitled General Conditions of Contract relating to the supply
of Goods/Services or the Execution of Works , copies of which
can be obtained from the Purchasing or Legal departments,
Severn Trent Water Limited, 2297 Coventry Road, Birmingham
B26 3PU. Additionally, Severn Trent Water Limited operates
under the terms and conditions of contract defined by ICE 6th
Edition for Civil Engineering Works, and G90 Terms and
Conditions for Mechanica!l and Electrical Works.

Contributions for political and charitable purposes
Donations to charitable erganisations during the year
amounted to £218,931 (1995: £233,869). No political donations
were made during the year.

Employees

The group employed 9,593 people on 31 March 1996 (1995:
10,308) an overall reduction of 3%, of which 5,862 (1995: §,324)
were employed in Severn Trent Water, 2 reduction of 7.3%.

The first phase of the programme of staff reductions in
support services in Severn Trent Water under the Towards
2000 initiative was achieved. This initiative also had 2 knock-
on effect of some staff reductions in other group companies.
Some group companies, however, increased their number of
employees to reflect an increased level of business activity.

Severn Trent Water introduced its new Single Table
Bargaining arrangements and has continued with its NVQ training
programmes, with a special focus on the NVQ in Customer Service.
Biffa Waste Services, Paperflow Services and Severn Trent
Laboratories are in the process of seeking Investors in People
registration for their employee development programmes.

The third year of the Profit Related Pay scheme was
implemented with over 98% of UK employees participating in the
arrangements; and employees across the group were again
invited to join the employee Sharesave Scheme in December 1995.

There has been a major programme of internal
communications throughout the year by the re-launch of the in-
house newspaper Newstream , and by using other channels of
communications including Team Meetings, Hot News and our
established consultative arrangements. In 1995 there was a
major eommunications initiative to inform employees of the
action plan on the company s response to the drought situation.

The group has an active network of 8¢ Pensioner Visitor
volunteers, who are in regular contact with afl ex-employees
over the age of 65. Their activities consist mainly of home visits
{over 2,000 in the year) to help resolve individual problems or
by organising social activities.

The group maintains a positive stance to its policy of equal
opportunities for all employees irrespective of sex, race,
religion, marital status or disability.

Disabled persons
The group has recently joined the national Employers Forum
on Disability, following the introduction of the legistation on
the Disability Discrimination Act.

The company continues to maintain its policy of not
discriminating in employment, career development, training
and promation against people who are, or become, disabled.

Substantial shareholdings
As at I June 1996 the company had not been informed of any
substantial shareholding in its issued Ordinary Share capital.

Close company status
The company is not a close company within the meaning of the
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Directors’ report continued

Income and Corporation Taxes Act 1988,

Accounts of Severn Trent Water Limited

Separate accounts for Severn Trent Water Limited are prepared
and sent to the Director General of Water Services. A copy of
these accounts will be available on written request to the
Company Sectetary at the address given on the back cover.
There is no charge for this publication,

Corporate governance

The Directors have examined their compliance with the Cadbury
Code of Best Practice and are able to report that the company has
complied with the applicable provisions of the Code throughout
the financial year.

Board Committees
Membership of Board Corrnittees is as detailed below:

Charitable Contributions Remuneration

Committee ‘Committee

B Duckworth (Chairman) A H Simon (Chairman)

AH Simon, I W Mattin R H Boissier, R M Walker
C Tritton i
Secretary — D W Mattin

Audit Committee

AH Simon (Chairman) Treasury Committee

R Ireland, TD G Arculus
Secretary — D W Mattin

R. Ireland (Chaitrnan)
V. Cocker, R A S Costin
C Tritton

Secretary — D W Mattin

Nominations Committee
R Ireland (Chairman}

R H Boissier, A H Simon
C Tritton

Secretary — D W Mattin

from 31 May 1996

internal financial control

The board of Directors has overall responsibility for the group s
system of internal financial eontrol. The board has established
an organisation structure with clear lines of accountability.
Formalised processes are in place for the preparation, review
and approval of business plans, budgets and investment
proposals for the group as 2 whole and the individual operating
units. Financial results and other key business monitors are
monitored and reported regularly and variances from approved
budgets identified and used to initiate action.

The board has published internally a group Accounting
Policies and Procedures Manual, which is supplemented in each
business unit by financial and operating control procedures
appropriate thereto. The group s treasury affairs are managed
centrally and in accordance with its Treasury Policies and
Procedures Manual. Compliance with these policies and
procedures is monitored by management, by the group s
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internal auditors and, to the extent necessary to support theie
audit report, by the external auditors.

The board has established an Audit Commiltee which agrees
audit strategies and receives reports from management on the
published financial results of the group, and from the external
auditors and the internal avditors on their findings. The board
has also established a Treasury Committee which determines
matters of treasury policy and whose approval is required for
certain treasury transactions.

The financial contzol systems operated in each of the
group s business activities have been designed in the light of
the principal areas of financial risk to which it is exposed.

The board has reviewed the effectiveness of the system of
internal financial control in respect of the period beginning
1 Aprit 1995 until 10 June 1996, being the date on which the
accounts were signed. The review has been based upon 2 self
assessment process using standard software packages
appropriately tailored to each business. The findings have been
considered by management, the Audit Committee and the
board,

The hoard recognises that any system of internal financial
control can provide only reasonable and not 2bsolute assurance
against material misstatenent or loss.

Going conicern

Based upon its review of the group s budget for 1996/97, outline
business plans for the next two years and the committed
borrowing facilities available to the group, the board has a
reasonable expectation that the group and the company have
adequate resources to continue in operational existence for the
foreseeable future. Accordingly the financial statements set out on
pages 26 to 49 have been prepared on the going concern basis.

Auditors
A resolution proposing the re-appointment of Price Waterhouse
as auditors will be put to the Annual General Meeting.

By order of the board
D W Mattin Company Secrem

10 June 1996




Report of the Remuneration Committee to the
shareholders of Severn Trent Plc

The Remuneration Committee (the Committee ) is responsible
for determining the remuneration policy as applied to Severn
Trent s Chairman and executive Directors, Its members are zll
non-executive Directors.

Members of the Committee during the year were as follows:

A H Simon (Chairman)

R H Boissier

C Tritton

R Itetand (until 31 July 1995)
A ] Lloyd {until 12 March 1996)

With effect from 31 May 1996 Mr R M Walker was appointed
to the Committee,

This report sets out the Committee s policy and disclosures
on Directors remuneration, In framing its remuneration
policy, the Committee has given full consideration to Section B
of the Best Practice provisions annexed to the Listing Rules of
the London Stock Exchange. ;

1 Remuneration policy

The report of the study group on Directors remuneration
chaired by Sir Richard Greenbury (the Greenbury Report ) in
July 1995 strongly recommended that privatised utilities
undertake a comprehensive review of their remuneration
packages.

The Committee has undertaken such a review in
conjunction with specialist external advisors, Arthur Andersen.
This review confirmed that the executive Directors were paid at
the lower end of the scale of companies of similar size and
complexity across a variety of industry sectors. The review
further recommended a number of changes to the overall
remuneration package which the Committee has endorsed and
which have been implemented.

The remuneration policy of the company continues to be to
pay salaries which are competitive with businesses of similar
size and complexity. The company aims both to attract and
tetain the high quality management necessary for the efficient
running of the company and to balance profit enhancement
with the interest of shareholders, customers, employees and the
local community.

2 Service Contracts

Each of the executive Directors has a contract of service with
the company which is terminable by the company on giving not
less than two years written notice and by the Director on giving
not less than six months written notice. As previously reported,
in 1995 the executive Directors agreed, without compensation,
to reduce the notice period applicable to their contracts of
service frotn three years to two years. The Committee believes
that this period of notice is in line with the market place and is

in fact necessary to enable the company to tecruit and retain
Directors of the requisite calibre. This will, however, be kept
under review,

3 Executive Directors
The remuneration package of the executive Directors comprises
four components:

i) Basic salary and benefits

Basic salary reflects the executive Directors experience and
responsibility. All have been determined following the receipt of
independent advice and have been established, by the
Committee, at or below the levels advised.

The table below shows the basic fees and salaries of the
Chairman and the executive Directors for the year to 31 March
1996 and those that have been set by the Committee for the year
to 31 March 1997. Consistent with past practice the salary
increase in respect of Mr Cocker is substantially below the level
recommended by the Committee based on external
comparisons. Mr Ireland, who on average devotes 2 minimum
of two and a half days a week to the company s affairs, has not
received an increase in his basic fees and salary since 1 January
1994. His present basic fees and salary are also below the level
recommended by the Committee based on external
comparisons.

Basic salary Basic salary
for the for the
year ended year ending
31 March 1996 31 March 1997
£ £

Chairman (including fees)
R Ireland 100,000 100,000

Executives

M ] Bettington 100,000 110,000
V Cocker 180,000 185,000
R A S Costin 155,000 160,000
B Duckworth 120,000 130,000

- The company operates an Inland Revenue registered Profit
Retated Pay Scheme. The Scheme is open to UK employees
including executive Directors.

The principal benefits of the executive Directors include the
use of a motor car, fuel, and membership of private medical
insurance and life assurance schemes.

ii) Annua! bonus

The annual bonus payable to executive Directors, which can
amount to up to 35% of basic salary, is dependent upon the

Severn Trent Plc 21




achievement of certain financial and personal objectives. Four
key performance measures are used to determine the level of the
bonus: group profit before tax; profit before tax of the
non-regulated businesses; achievement of personal objectives;
and shareholder return calculated by reference to the growth in
pre-tax earnings per share over 4 three year period relative to
all the quoted water and sewerage companies,

The bonuses awarded by the Committee in respect of the
year ended 31 March 1996 are shown in the lower table on page
23,

Following the independent review commissioned by the
Committee, as recornmended by the Greenbury report, the
annual bonus scheme has been substantially revised with effect
from 1 April 1996. The revised bonus arrangements reduce
emphasis on purely financial performance and increase the
focus on continuous improvement of quality measured by
reference to performance in four areas represented by the
company s four core values: namely Qur Customers, Qur
Environment, Qur Company and Our People.

As part of the Committee s policy of placing greater
emphasis on variable, performance related remuneration, the
maximum bonus payment under the new scheme has increased
to 40% of basic salary, This increase has been matched with the
setting of more demanding performance targets. The maximum
bonus will only be achieved if there has been a substantial
improvement in all four areas year on year,

The element of the bonus which relates to financial
performance will make up 50% of the bonus available for
payment. The element of the honus that relates to achievement
of personal objectives, customer satisfaction (as measured by
independent market research) and the achievernent of
environmenta! quality objectives make up the remaining 50% of
the bonus available for payment.

iii} Executive Share Option Scheme

Severn Trent currently operates an Inland Revenue approved
Executive Share Option Scheme, However no granis of options
have been made under this Scheme since December 1993 and it
is intended that no further grants will be made to the executive
Directors. The options previously granted to Directors under the
Scheme are set out on page 24.

iv) Pensions
All executive Directors are eligible for membership of the Severn
Trent Senior Staff Pension Scheme (the Scheme ). The
Scheme aims to provide members with a pension which, on
retirement at age 60 with at least 20 years service, would

- amount to two thirds of their final pensionable pay. In common
with most other schemes, the group s pension arrangements
also provide executive Directors with additional benefits
including life assurance cover, amounting to four times
pensionable earnings’ s well s pensions payable in the event
of ill heaith and to dependants on death,

Executive Directors pensionable earnings currently include
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basic salary and bonus, and in the case of Mr V Cocker, benefits
in kind. Following the overal! review of Directors’
remuneration, the Committee has decided that, where
pensionable earnings include elemeants that do not comply with
best practice, they will be phased out,

The executive Directors each contribute 6% of pensionable
earnings to the Scheme. The company contribution rate is 42%
(1995: 42%).

The cornpany has future obligations to Mr R A § Costin,
whose pensionable earnings are subject to the Inland Revenue
cap (currently £78,600) which limits the amount of salary
which may be treated as pensionable. The company has given
undertakings to the Director affected, designed to bring his
overall benefits up to the level that would have applied had the
cap not been in place, by means of unfunded arrangements.
The ameunt charged to the profit and loss account for this
future obligation is £53,720 (1995: charge of £53,206 in respect
of 1994/5 and £36,204 in respect of prior years).

v) Sharesave Scheme and Profit Sharing Scheme

The executive Directors, in common with all eligible employees
of the group, are entitled to participate in the group s Inland
Revenue approved Sharesave Scheme and the group s Inland
Revenue approved Profit Sharing Scheme,

4. Non-executive Directors

The remuneration of the non-executive Directors is determined
by the board of Directors as a whole. The non-executive
Directors exclude themselves from any discussion or decisions
relating to their own specific remuneration. The remuneration
refects both the amount of time given and the contribution
made by the non-executive Directors to the company s affairs
and is formulated on the basis of independent advice received
by the Board. The non-executive Directors and the Chairman do
not receive any bonuses related to the company s performance,
nor do they participate in any of the share or pension schemes
operated by the company.

The fees of the non-executive Directors were last increased
in 1991. Mr A H Simeon s fees were increased to £29,750 with
effect from 1 July 1995 to reflect his Chairmanship of the
Remuneration and Audit Committees, Fees for the remaining
non-executive Directors were increased to £25,000 with effect
from I December 1995.

The Directors seeking re-appointment at the Annual
General Meeting are Messes Arculus, Flower, Ireland, Simon and
Walker. All are non-executive Directors and do not have service
agreements with the company.




Report of the Remuneration Committee continued

5. Directors' emoluments

The emoluments (excluding pension contributions) of the Directors were within the following ranges:

1996

Directors

1995

£5,001-10,000
£15,001-20,000
£20,001-25,000
£25,001-30,000
£35,001-40,000
£45,001--50,000
£50,001-55,000
£95,001-100,000

The emoluments of the Chairman, the executive Directors and fees payable to the non-executive Directors are as follows:

L R TVR P R

Ll S B

[P

£110,001-115,000
£130,001-135,000
£150,001-155,000
£160,001-165,000
£190,001-195,000
£200,001-205,000
£220,001-225,000
£230,001-235,000

Directors

1996 1995
1 -

1 -

- 1

1 -

- 1

1 1

1

Lol |

Basic salary Benefits Annual Other® Total Pension contributions
and fees in kind bonus
1995/96 1994/95 1995/96 1994/95
£000 £000 £000 £000 £000 £000 £000 £000
Chairman
* R Ireland’ 100.0 101 - - 110.1 100.0 - -
Executives i
M J Bettington’ 99.1 89 250 - 133.0 52.2 52.5 11.2
V Cocker 179.1 6.6 45.0 - 230.7 200.7 90.2 785
R A S Costin 1541 11.1 38.7 - 203.9 190.3 33.0° 323
B Duckworth* 119.1 121 30.0 - 161.2 50.0 58.6 18.1
R S Paul® 15.3 13 - - 16.6 224.2 6.3 90.6
M P Upstone* 329 2.7 - - 35.6 151.6 23.5 57.2
Non-executives
R Baker-Wilbraham - - - - - 7.3 - -
R H Boissier 217 - - 1.1 22.8 20.8 - -
AJ Lloyd 20.6 - - 1.1 217 169 - -
A H Simon 27.3 - - 0.4 27.7 29.6 - -
C Tritton 21.7 - - 0.8 225 20.3 - -
Total 790.9 52.8 138.7 3.4 985.8 1,063.9 264.1 287.9

Until detailed guidance is available from the Institute and Faculty of Actuaries on disclosure of pension benefits under the Greenbury
Committee’s Code of Best Practice, the figures for pension contributions disclosed above are the contributions paid by the company.

1 The Chairman does not participate in any of the company’s share schemes, bonus schemes or pension schemes and his enly benefit in kind is a

company car.

2 Mr M J Bettington was appointed as a Director on 8 November 1994 and therefore the 1994/95 emoluments were from that date.

3 See section 3(iv) above.

4 Mr B Duckworth was appointed as a Director on 8 November 1994 and therefore the 1934/95 emoluments were from that date.

5 Mr R § Paul retired from the Board on 28 Apil 1995. No compensation was paid to him.

6 Mr M P Upstone retired from the Board on 30 June 1935, No compensation was paid to him,

7 Mr A J Uoyd, a non-executive Director, relired from the Board on 12 March 19_516. No compensation was paid to him,

8 Expenses paid to non-executive Directors.
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Directors’ interests
The Directors of the company at 31 March 1996 and their beneficial interests in the shares of the company were as follows:

At start Exercised Lapsed At the Exercise Market Date Expiry
of year  duting the end of price price from date
year the year on date which
No. of No. of No. of No. of of exercise  exercisable
shares shares shares shares pence pence
Executive share options
M ] Bettington 14,630 14,630 - - 311 663 1995 2002
9,808 - - 9,808 497 1996 2003
7,800 - - 7,800 625 1956 2003
V Cocker 24,308 - - 24,308 311 1995 2002
19,315 - - 19,315 497 1996 2003
13,307 - - 13,307 625 1996 2003
R A S Costin 58,350 - - 58,350 497 1596 2003
18,560 - - 18,560 625 1996 2003
B Duckworth 12,676 - - 12,676 311 1995 2002
10,462 - - 10,462 497 19986 2003
8,528 - - 8,528 625 1996 2003
Sharesave options
M J Bettington 5,034 - - 5,034 360 Apr 1998 Sep 1998
V Cocker 2,918 - - 2,918 257 Apr 1997  Sep 1997
2,493 - - 2,493 415 Apr 2000 Sep 2000
R A S Costin - - - - - - -
B Duckworth 3,501 L - 3,501 257 Apr1999 Sep 1999
2,493 - - 2,493 415 Apr 2000  Sep 2000

Mr M P Upstone, who retired during the year, held Executive Options at the start of the year over 32,588 shares. He also held
Sharesave Options at the beginning of the year over 2,918 shares, 1,921 of which were exercised at their exercise price of 257 pence
when the shares had a market price of 673 pence per share.

Mr R § Paul, who retired during the year, held Executive Options at the start of the year over 60,692 shares. He exercised options over
34,032 shares at their exercise price of 311 pence and over 26,660 shares at their exercise price of 497 pence when the shares had a
market price of 604 pence per share, He also held Sharesave Options at the beginning of the year over 2,918 shares, 1,828 of which
were exercised at their exercise price of 257 pence when the shares had a market price of 655 pence per share.

No executive share options were granted during the year. There was no change in the number of options held by the Directors
remaining with the company between the year end and  June 1996.

At 31 March 1996 there were 122 other executives participating in the Executive Share Option Scheme (1995: 128).
At 31 March 1996, the market price of the company’s shares was 594 pence and the range during the year was 519 pence to 688 pence.

Beneficial holdings in Ordinary Shares:

At 1 April 1995 At 31 March 1996 At 1 June 1996
No. of shares No. of shares No. of shares

Chairman
R Ireland 1,044 1,092 1,106
Executive Directors
M ] Bettington - 1,000 1,000
¥ Cocket 16,248 16,795 16,567
R A S Costin 973 1,055 1,058
B Duckworth 15,900 10,297 10,436
Non-executive Directors
R H Boissier 1,080 1,131 1,146
A H Simon 5,060 - 4,070 4,070
C Tritton 2,460 2,575 2,610

Mt Upstone and Mr Paul, who retired during the year, had beneficial holdings in Ordinary Shares at the start of the year of 8,004 and
44,323 respectively. Mr A J Lloyd, who resigned during the year, had no beneficial holdings in Ordinary Shares.

On behalf of the board
L

Andrew Simon Chairman, Remuneration Committee
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m) Executwe Share Opt:on Scheme

12001 0r 2003 . . 535p 819,956 -

Number of shares
1996 1995
805,279 - 930,829
646,084 731,075
. Janisary 19¢ L 1,341,689 - 1,559,280
“January 1993 1998 or 2000, * - , 977,645 1,093,092
“January 1994 1999 or 2001 - 482p 720,752 813,506
"~ January 1995 [ v20000r2002 415p 1,290,458 1,387,398
Jaﬁuary 1996 ' -

Under the terms of the Executive Share Opuon Scheme the Board has granted Directors and other executives options to
purchase Ordmary Shares in the company Optwns outstandmg under this scheme at 31 March were as follows:

S ‘ ST _ Option Number of éhares
' Date of grant _ Norma date of exercise price 1396 1995
January 1990 _ 1 1993-2000 262p 22,949 22,949
~ January 1991 o 310p 15967 47,901
~January 1992 311p 662,655 ' 812015 .
March 1993 - 497p 605,651 672,719 -
625p 506,703 '

518,501
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e commitments

fents ‘dn ng the 'néxtl vear in respect of operating leases which expire as

1996 1935

“ 'Landand landand .
buildings Other  buildings Other

- % per annum

" . Investment return

9
" salary increasés 7
. Pensfon increases 5.5
- Diyi;ieﬁq gfdwtb 4.5

7 The acmanai value of the. scheme 5 assets was £392 9 mllhon wh:ch exceeded by 4% the actuarial value of the benehts accrued to
members alter allowiug fnr fumre ku:reases ln earnings

o The surplus is being spread over the estimated perfod of emp[oyees average service fives with the group on the b.’a‘SlS of 2 constant
percentage of payroll. The market value of the scheme s assets at the dite of vaiuahon was £398.0 million.
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