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Managing Directos's review
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Bunng the year we continged 5o make S![,ﬂlﬁclﬂi lmprove Tents in
e deitvery of customer servics and qualny whilst maatalping
oifpdlive cast conteols. We wncreased camphance with drinking water
standards from 99.7 to 99 8 per cev t and maintained our efMuent
cmphange 2199 0 per cent,

W further improved our performance in meeting the Direclor
feneral of Water Services level of servies standards, particularly in
the hme taken to respond 1o billing engu'ries and complaints; based
on OFWAT's definitions, we are now in the ‘zoad" and the 'very good'
categories respectively. The totaf number of sustomer complaints
received fell by 32 per cent during the year; (s follows 2 36 per
¢ent decrease n 1992/93.

In order to achieve these resulis, we took the early decision vy
implement an ambltious programene of both large and smaller scale
investment profects during the first five years of privatisation, These

pisioats, which are either complete or nearing comy.ledon, have had
a dramaue effect on our ability to improve the quality and the level
of service we deliver 10 our customers.

Regulation

0 21 Mzy 1994 ve received rom \be Director General his deaft
dererminauon of 'R’ for the ten year period commencing 1 Aprit
1995. Under the lerms of the confidentiality agreement with the
regulator, we are prevented from making furthee cormment until
the final determination is announced on 28 July 1994,

Low cost, high
quality su

plier
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Vic Cacker, Mannging Divector of Severn Trent Water Limited and
Deputy Group Chief Executive of Severn Troni Ple with Alex
Stephenson, Managing Director of the Power Train Divisien of
Ravar Graup. The Langbridge plant of Rover is a major industrial
customer of Severn Trent Waler

Service'performance

We seek to achieve the highest possible levels of service 2t the
lowest cost. This principle also drives our investment programms,
We afm to improve the performance of our (wo most {mportant
resources: our phystcal assets, above and below the ground, and
our people,

Qus investment programme, which amounied 10 £445 million
during the year, Included the virtual completion of many large scale
projects. At Frankley, our large new dissalved air flotation plant will
improve significantly the quality of water to the 1,3 milllon people it
serves In and around Birmingham. Further investments in granular
acuvated catbon filtraton at our treatment works along the River
Severn at Strensham and at The Mythe, where we have also
introduced ozone treatment, will make major Improvements to
walter quality as they become fully operational,

On 15 April 1994, the supply of drinking water to our customers
in the Worcester area was affected following 2n unautherised
discharge of liquid industrial waste to the River Severn, We have
launched our own independent Inquiry into the incident led by
Professor Keaneth Ives of University College of London, The -Jatlonal
Rivers Authority and the Drinking Water Inspectorate are also
conducting their own enqulries, A payment *275 per houschold
was made to domestic customers who were anected,

Qur research and development wark, particularly [n the use of
ozone and activated carbon, fias eaabled us to reduce the level of
expenditure we would have otheswise made both in ozone
equipment and In the runaing costs for our new granular activated
carbon instaliations,

Sevem Trenk Water Limited
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[mproved
service

I I lust year, Severn Tront Water bas made furiber
umprovements in customer service Investment int vtew: Syslemns
bas been accompanied by management changes anitended ta
sbarpen further th focus on the people served by the Gompany
Brian Duckworty, formerly Dircctor of Finance and fegulation,
bas been appointed Customer Services Divector and IS seen with
Thelma Hewett, Senior Telephomist al our Birminghamt office

1993 ‘Good
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1994: ‘Very good
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iur continted Investment in technology has also enabled us 10
achieve further improvements in customer service. A document
smaging system, which allows us to retrieve written customer
£nguiries via computer sereen almost immediately, has helped us
nuprave cristemer response imes considerably
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Our people
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The commulment (o IEprove our assets continus o he matched by
aur commitnient to helping our employees achleve better siardards
f perfozmance Qur remuneration polines have made significant

Cp- ey Teems Natar fonnted
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contelbutions to the effectiveness of the organisatio:, They are being
further developed to ensure that they are achievement, rather than
activity orfented.

Through our ‘Working for Quality” programme we are able to
liberate the expertise which exists at alf levels in the Compuny and
put new ideas 10 work. We believe thal all our employees havea
contribution to make, particularly i identifying further efficiencies
and in supporting our customer service strategy.

We were one of the first water and sewerage companies (o
imtroduce successtully a profit related pay scheme registered with
tie Inland Revenue, “The Severn Treat Enhanced Pay Scheme. This
scheme has achreved significant efficiency improvemenis and cost
savings for the Company and has also given our employees an
added incentive to meel increasingly rigorous targets,

Al these inititives, together with our performance review and
development sysem, er..ule us to have better control of the quality
and service delivery process.

{ Financial performance

Turnover for the year increased by 6.4 per cent to £789.8 million.
The mcrease (0 twrnover was less than the RP1+ K pricing formula,
and resuited from a reduced lavel of metered consumption and a
farger than anticipated number of unoccupled premlses.

The pattern of consumgtion varied throughout the reglon
reNecting the major effect that the cconomic climatc in particatar
industrial antl cormmercial sectors have on their Immediate local
cLonemics.

For example, the programme of colliery closures througliout




¢u? arpd has resalted i consumptian by Doush Coal fallng by
vhpercent Haweves, six of ous founcen water supply distelcts
£060sded 3R MECRRASS I3 consumpnon over the previous year, Our
etieweg effeets o woek more closely with our customers has put
us 1m 2 good positen to anticipate further changes m theis

consumpnion fevels.

The inceease in the number of empty domesne and commercial
praperues also affected our unmetered income, Growth in trade
efffuent was also imuted due to the impact of the recession which
eatitnved throughout the year.

Hawever, 2 combination of cost eontred and efficiency
ipravements helped increase operating profit by 9.9 per cent to
£316 3 mulfion Excluding the operatiog costs of East Worcester
Water which was acquired in March 1993, direct operating costs,
other than depreciation and infrastructure renewals charge, fell by
f14 per cemt After including East Worcester Water, direct operating
costs increased by only 1.4 per cent which was less than the rate
of inflabon.

The benefits of this acquisition for both customers and the
Company have exceeded expectations. Cnstomers in the former East
Worcester area are now paying less thaw they would have done had
the company remained independent.

The increasing impact of interest payable, resulting feam
financing our investment programme, was modified by iower
miterest rates and impraved cashilow. Profit on ordinary activities
before taxation was £294.1 million,

We continued to identify efficiency savings whilst maintaining
the required service standards. The efficiencies were as a result of
tvestment in tecknelogy, improved working methneds and
operahonal improvements, The service agreements with our
aperatranal dstricts which we {atroduced in 1992/93 have been
surcesshul in improving standards L in reducing costs.

Sewage Works
Compliance

Quabdy standards for serwage effiuents are set by the National Rivers
Authanty, and Severn Trent Water's complianee with the exacling
et is anangst the best i Burope. A thousand sereage works treat
uast water, from the swatfest sereing a fou bouses, fo Minuwarth i
Bumsgham, serving over a vullion people

11 1993, the Company’s sewwage works effluents met the lesis for
auality standards with a 99 per cont pass rafe, 43,794 lesis wore
carrsed out, with 99 per cent of the sawples frem sewage works passing
all samtayy tosts despite tighter limits on many works being inlroduiced,

As a result of our acquisition of East Worcester Water 126 emplayees
jolned Severn Trent Water, During the year improved productivity
enabled us to reduce the 1otad number of employees by 439 19 6,757,
areduction of 6.1 per cent, This followed 4 reduction of 459 In the
previous year.

As we expected, ar depreciation of above ground assets
continued 1o increase significantly as a result of our Investment
programme. However, the annual charge 1o the prefit and loss
account of £72 3 milllon (1993; £69.8 million) for renewing our
underground assets has only Increased by Indexation; efficiency
savings continue to be achieved whilst maintaining the required
standards established at privatisation.

Qur investment programme, which is helping us achieve both
our internal and external targets, further reduced during the year 1o
£445 mitlion. The ten largest projects, of which the improvements
to The Mythe Water Treatment Works was the highest at £15.5
million accounted for £105 millfon of the total expenditure in the year,

" “The level of debtors experienced in previous years reduced
during 1993/94 despite 4 fall in the number of customers
disconnected for non-payment, We continue to explore all the
avenues open 1o us to help our customers pay thefr bilis,

Customer communication

We remaln committed to developing an effective two-way tam-
munication process with our custoniers. In 1992/93 we developed
otir Market Plan, This was based on a detailed market research
exerclse among 5,000 of the 50,000 customers we contacted in total.

We have continued 1o ask our customers for their views and the
research has shown encouraging wrends. Qur customers appear to
be increasingly aware of improvements in service and they feel the
Company is communicating with themn more effectively.

Severn Trent Water Limited



Lower unit
COStS

Key operating stalistics ars
submitied lo ORWVAT who
publish comparative figures
on factors such as unit costs
Jorwater detiversd and
sewage cellected cosis per
bonsehold.
Severn Trent Water bas
b lowest operatipnal unit
costs of the ten walter services
companies for water
delivered. Tbe latest
published cost was 27 penice per cubic mstro - thirty per coind lower
tban the bighsst cost supplier, Sourcerorear

In additfon, the research showed an {ncrease in the number of
customers saylng that Severn Trent Water keeps prices reasonable
and gives good value for money, Ratings for quality, taste and the
level of trust our customers have in us have aled increased,

In order to improve service performance further we have
established our own Internal Customer Service Standards which go
beyond those specified by the Director Genera!, These measure our
performance against standards which include the time taken to
answer alf types of customer enquiry,

Leisure, conservation and education

Our programme of ‘Come and See’ and education vislts continued to
be popular, We have now held more than 2,000 organised ‘Come
and See’ visits, attracting more than 50,000 visitors at our nine
centres, Our four education centres at Minwnrth, Stoke Bardolph,
Carsington and Cropston have also widened the scope of and access
to our facilities. More than 18,000 students attended programmes
desigred as important elements of the Nationa) Curricutum for
natural scienices.

Our commliment to education was acknowledged twice during
the year, We were delighted to win the public education award
from the Water Environment Federation of America and also the
tnternational Water Services Association award for our education
programmes.

Our lefsure and conservation activitles were recognised during
the year a5 having made an Important contribution to the

Sevem Teeal Water Limited

communitles we serve, We gained the Forestry Autherity's Centee of
Excellence Award for our conservation work on the Upper Derwent
and Linacre reservolrs, [n Derbyshire,

We continued to improve our facilities for visitars at Garsington
Reservolr which earned the Vislior Attraction of the Year Award, We
liave welcomed more than two million people to Carsington since it
opered In May 1992,

Environmental commitment

We have made 2 major input to resoiving with Government and
regulators the environmental and quality obligations the industry
must meet post 1995, The resulting guldelines were used with the
National Rivers Authority and the Drinking Water Inspectorate to
develop the basls for our Strateglc Business Plan submission to
OFWAT In March 1994,

eras,

Management changes

Several management changes were made towards the end of the
financial year which put In place 2 new management structure,

1 was appointed Deputy Group Chief Executive of Severn Trent Ple.
Alan Costin became Director of Finance for Severn Trent Water
Limited in addition to his responsibllities as Group Finance Director
of Severn Trent Ple, Rrian Duckworth, formerly Director of Finance
and Regulation, was appolnted Customer Service Director.

Qutlook -

1 am convinced that the proviston of consistently high levels of
quality and custorner service Is the key to our development as 2
water utllity. Inavitably, this means that we will have to review
constantly the way we approach the delivery of our services In order
10 find new and better ways of working,

Over the past year we have made good progress I
implementing lasting quality and service tmprovements, | would
like to thank everyone In Severn Trent Water for the part they have
played In bringing about these Improvements and for their
continuing support In helping me to develop the culture of quality
and service excellence which 1 helfeve lies at the heart of our
buslness and Its conilnued success.

Vie Cocker Managing Directon, Severn Trent Waler and
Deputy Group Chief Execulive, Severn Trent Plc
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Principal activites }

e ponopd acwvities of the Company and itz subsidary
erdantaking are the supply of water and the treatment and disposal
clsewage
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The 1esults presented are for Severn Trent Water Limited, and its
‘wosdury undertaking East Worcester Water Ple

The Group's termover for the year was £759.3 miflion
"HAE &2 3 aullion ), eperartng profit was £316.3 mulfion
“1993: £2879 million). Profit on ordinary activinies before 1axation
was L204 T milhon (1993: £278 4 million),

usiness review and future developments

A complete review of business activities and future developments is
contained within the Managing Director's roview on page 1.

A review of activities is 2lco contained within the Annuaf Report
and Aceounts of Severn Trent Ple. A capy of this repor* can ba
etained on wntter request to he Company Secrctiry, Severn Trent
Pic, 2308 Coveniry Road, Birmnghara B26 32 There is no charge
£3r this pubbcation,

Dividend and reserves
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Cagnal of Severn: Teent Fle, according 10 the tegister mantmined
wnder the peavisions of the Companlgs Act 3985, were 45 follows.

Benelioal holdings Skate optans urder spproved achemes
In ordioary shase
JI 1493 339 Cramed Frergized 3493
durlyg  dusiog
theyesr  the yese
J K Bunyard 3,647 10555 36,127 73800 - 2837
B Duckwonh 9216 3877 41,303 8,528 - 32,115
G P Roune 9,724 525 29,577 6448 18,607 41,736
RTQuinn 14,699 14607 31,134 3992 - 27,42
JAStephens 5085 8613 31,561 6,448 - 25113
A QTodd 1,588 1,496 28,339 1,879 - 20,460

Messrs Cocker, Paul and Upstone are Directors 44 Severn Trent Ple,
the uhimate pastas undertaking and their interests in the share
capltaf of that company are disclosed in #s Directors’ report for the
year ended 31 March 1994, Share options were granted and
exercised In accordance with the Severn Trent Executive Share
Scheme and the Severn Trent Sharesave Scheme as appropriate,

Detalls of prices and periods within witich optons are
exerclsable can be found in the report and accounts of Severn
Trent Ple,

Fixed assets

Thi rniryes it tangible 5yad assets during the year are set out in
Rote 7 to the financial starements on page 14,

B

[ Research and developmpnt
L

e

Jivedends of £135.0 million were paid during the year, Proposed
transfers tu izsorves are set out in Nole 1 1o the financial
UL o0 page 19,
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Directors '
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The Uirectors of the Company wha served during the vear are
hsted belaw
13 Bellak
IR Banvard
Y Cocker

8 Duckworth
i ¥ isone
45 Paut

RT Quinn

J & Stephens
AQTodd

M ? Upstone
DRWoods  Resigned 22 March 1994

Mr R A S Cosun was appotnted a Director on | April 1994, Mr R § Paul
became Chairman of the Company on the setirement of My J G Bellak,

Retred 31 March 109y

Directors’ interests

The nterests of the Directors at the vear end in the Ordmary Share

The benefits of investment in research and development are now
manifesting themselves in the investment programnse. fnvestigative
work into the vse of ozone and granular activated carbon for
pesticide removal has resulted in new water traatment plants being
constructed with limiled provision of azone, at 2 significant capitat
saving, and with further additional operating cost savings arising
from carbon regeneration frequencies,

The development of a simple process for removing both
won and manganese from borehole waters has resulied in the
construction of plants at fess than two-thirds of the costs offered
oy competing technologies,

Turniag to sewage teatment, the benefits of reed hed
technology for taritary treatment at small sewage works are
apparent in both the reduced capital cost (approxfmately 50% of the
cast of mechanical filters) and also the rellabllity of reed beds, 2s
exemplified by the high standards now belng achieved,

Employees

The number of people employed at 31 March 1994 wag 6,757 (1993:
7,196 Including East Worcester Water Plc.), The Company is deriving
the bertefits from its Human Resource Strategy and Working for
Quality Programme with Increased customer satlsfaction and
enhanced personal and organisational potential,

Severd Trent Water Limited
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staff have Benefited from the Profit Related Pay scheme m
113 S ‘Thero were furhier pranis of opions under the Employe
“hare schemes ar continuing allogation of shares uader the Proft
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feamng and carcer development continie 1o be very imporiant
ardn 199594 there were over 27,000 training days and an
meresing number of assessment and development cantres for a
wndo vanety of staff

Nauonal Vecational Qualificattons, which e fundamental to the
improvement of our craft, process and production employces, are
o besng developed 1o higher fevels and forni 2 mporian
Gamarg it cur Cisstemer Service training strategy.

The Company is deriving the benefits of 2 much improved
approach to mternal commiunication through wider awareness of
{nmpany aims and initiatives. Better communication and the
rirforzement of 2 joint consultative approach with employee
cepresentatives has had 2 particularly beneficial effect on salary
NELOUANORS.
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fiquat oppornities and disabled persons

The Company continyes (0 regard equality of opportunity as
extremely important. it regularly monitors and updates its policies
10 ensure that no employee or prospective employee is
disadvantaged becz .o of sex, race, religion, marital status, disability,
ape or sexual preference.

within the overall Equal Opportunities policy the Company Is
contnung to develop and ennch its policy regarding disabled
people, wheiher as employees or customers. External applicants for
posts recave careful consideration while existing employees receive

. every support to enable them to sustalr-an effective and satisfying

role. The Company is also continuing its drive (o Improve facilitles
for disabled and disadvantaged customers through office access
improvements and improved communications such as braiile and
targe type bills.
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The Compaty maktaias i surance wnder Section 316(3) of the
Companies Act 1985 for ts Directors id wtfcers agauist habibtses n
relation to the Company
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1 accordance with the requiremenits of the zector Generat of
Water Services, the Board confirms that 3 at 31 March 1954 &t had
available 10 it sufficient rights and assets which would gnable

a special adminfstratar to manage the affairs, business and

property of the Company in order that the purposes of 2 spectad
administration order could be achleved if such an order were rnade,

Statement of Directors' responsibilities

-

The Directors are required by the Companies Act 1985 to prepare
financial statements for each financizd year which glve 2 true and
fair view of the state of affairs of the Company 2s at the end of the
financial year and of the profit or loss of the Company for the
financial year.

'The Directors consider that In preparing the financial stawements
on pages 7 to 21, the Company has used appropriate accounting
policies, consistently applied and supported by reasonable and
prudent judgements and estimates, and that ali accounting
standards which they consider to be applicable have been followed,

The Directors are required to prepare the financial staternents on
a going concern basis, unless it is inappropriate to presume tiat the
Company will continue in business.

The Directors have responsibility for ensuriig that the Cornpany
keeps accounting records which disclose with reasonable accuracy
the financial position of the Company and which enable them
10 ensure that the financa) statements comply with the
Companies Act 1985,

The Directors have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the
Company and to prevent and detect frzad and other irregularities.

The Dicectors have voluntarily decided to prepare Graup
accounts and are applying the same requirement regarding 2 true
and fair view of the state of affairs and of the profit or loss of the
Group for that period, to the Group financlal statements,

Health and safety

Audltors

The Company’s ongoing commitment to health and safety has
resulted 1 our wiaring, for the fifth year in succession, 3 British
Safety Counail Award for our achlevements, Much emphasis has
seen placed on the implementation of regulations acising from EG
directives as well s the formal recording of measures taken to
manage health and safety by means of risk assessment

s A, ty .
Seyney Troms Watr Lmvted

A resolution proposing the re-zppointment ol Price Waterhouse 2s
auditors will be put to the Annual General Meeting, ‘

By arder of the Board
D W Mattin Searaiary,
13 June 1994




" Profit and loss accounts

¥esr aaded 31 Masch BH Group Compary
1594 ] 1994 1953
Hotes im Lo Lin in
Tumover 789.8 7423 784.1 7423
Operating costs (473.6) (454.4) (469.5) (4544
Share uf results of sssoclated undertakings B 8 - 0.] -
Dperating profit 2 3163 287.9 314.7 281.9
tneome from shares in subsidiary undertaking - - 0.4 -
Amoaunt written off investmels 8 - - (29.2) -
Net interest payable 4 (22.2) (9.5) (22.0) (9.5)
Prafit on ordinary activities before taxation 294,1 2784 2639 2784
Taxation on profit on ordinary activities 5 (5.3) - (4.8) -
Profit for the financial year 288.8 2784 259.1 2784
Dividends 6 (135.0) (124.4) (135.0) (124.9)
Special dividend 6 - (600.0) - (90.0)
Retained profit/ (loss) for the financial year 14 153.8 (446.0) 124.1 (446.0)

The profit and luss accounts reflect solely continulng operations.

| Statements of total recognised gains and losses

As there are no recognised galns or losses other than the profit for the period, statements of total recognised gains and losses have not been Included.

| Historical cost profit and loss accounts

There is no difference berween the result disclosed in the profit and loss accounts and the result on an unmodified historical cost basls.

Reconciliations of movements in shareholders' funds

Group Compuny

1994 39.93 1954 1993

Lm ., &m im im

Profit for the financial year 2888 2784 2591 2784
Dividends (135.0) ("24.4) (135.0) (1244)
1538 (446.0) 124.1 (446.0)

Issue of shares - 600.0 - 600.0

Goodwill written off (1.0) (28.2) - -

Net additions to sharsholders’ funds 152.8 125.8 124.1 1540

Opening shareholders' funds 2,205.6 1979.8 2,133.8 1,979.8

Closing shareholders’ funds 2,258.4 2,105.6 2,257.9 2,1338

Severn Trent Water Limilted
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" Balance sheets

A3 38 8 Mazeh 1354 Group Company
137+ 1993 1994 B9
. Noles im £m im im
Fixed assets —_
Tangble assets 7 2,867.2 2,590.2 2,867.2 25765
Investments 8 43 34 10,5 3.2
28715 2,593.6 2,872.7 2,613.7
Current assets
Stocks and work In progress 7.1 9.4 7.4 9.2
Debters 9 118.7 120.3 119.1 1188
Cash at ban¥ and in hand 69.3 106,4 65.6 105.6
195.6 2361 1918 233.6
Creditors: amounts falling due within one year 10 (234.5) (289.3) (237.5) (2863)
Net corrent liabilities (38.9) (53.2) 457 (52.7)
Tota} assets less current liabilitles 2,832.6 2,540.4 2,832.0 2,561.0
Creditors: amounts falling due after more than one year 11 (466.1) (345.5) {466.0) G41.h
Provisions for liabilities and charges 122 (55.5) (419) (55.5) (44.5)
Provision for deferred income 12k (52.6) (41.4) (52.6) (41.0)

2,258.4 2,105.6 2,257.% 2,133.8

Capital and reserves
Called up share capitd 13 1,000.0 1,000.0 1,000.0 1,000.0
- Profit and loss account 14 12564 1,105.6 1,257.9 1,133.8

22584 31056 22579 2,134.8

b

Signed on behsz, 5f the Board who approved the accounts on 13 June 1994,

W T s

R S Paul Chasrman R A $ Costin Director of Finance

5 Severnrent Waler Limte )




IR SRR AT T o .

~ Group cash flow statement

rear eded W Mach i Group
1w 15%3
Notes in im
Net cash inflow from operating activitles 162 4263 3360
Returns on investments and servicing of finance
Interest rectived 410 17.8
rterast paid (18.6) (19.6)
interest eiement of finance lease rental payments (3.4) (56)
Drvidends patd (151.7) (707.7) ,
Net cash outflow from returns on investments and servicing of finance (169.7) (115.1)
Tax paid (0.3) -
Investing activities
Purchase of tasgible fixed assets (326,9) (421.5)
Grants received 24.6 23.6
Purchase of subsidiary underizking 16¢ (33.4) 04
Loans advancad 10 associated undertakings (3.2) (0.7
Loans repald by assoclated undertakings 24 0.1
$ale of tangible fixed assets 7.9 10.3
Net cash outflow from Investing activitles (328.6) (381.3)
Net cash outflow before financing (72.3) (766.4)
Financing
Issue of new shares ~ 600.0
Loans repaid 3.D {0.9)
Loans advanced 53.0 100.0
Capital element of finance lease rantal payments . (14.2) (11.4)
Net cash inflow from Ruancing 16¢ 357 687.7
Decrease in cash and cash equivalenis 16d (36.6) (78.7)

Sever Trent Water Limhed g
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U Noges to the flnancial statements
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Yeur e dad 3 March 1994

Accounting polictes
Agcounting convention
The financlal statements have been prepared under the historical cost convention, In accordznce with applicable Accounting Standards and
except for the trextment of certain grants and contributions, comply wilh the raquirements of the Companies Act 1985 (the At'). An
explanation of this departure from the requirement of the Act Is given in note f below,
Basls of preparation
The financial statements include the resulis of Severn Trent Water Limited 2nd its subsidlary and 2ssoclated undertakings, The results of
associated undertakings have been accounted for on an equity basts where the Company's holding Is 20% or more and the Company exercises
significant influence,
The Directors have voluntarily decided to prepare group accounts for Severn Trent Water Limited, Including Its subsidiary East Worcester
Water Plc, In order to be consistent with the regulatory acvounts,
Tamover
Turnover represents the income recelvable In the ordinary course of business for services provided.
Tanglble fixed assets and depreciation
Tangible fixed assets comprise:
Infrastructure assets (being mains and sewers, impounding and pumped raw water storage reservolrs, dams and sludge pipelines); and
Other assets (belng land, including bulldings, operational structures and plant and equipment).
1 Infrastructure assets
Infrastruclure zssets comprise 2 network of systems,
Expenditure on Infrastructure assets relating to increases in capacity or enhanceme... . € the network *s trezzed as additions and carfiatised
at cost after deducting grants and contsibutions,
Expenditure on maintaining the operating capability of the network fn accordance with defined standards of service Is charged a5 an
operating cost.
No depreciation Is charged on infrastructure assets because the nelwork of systems is required to be maintained in perpetuity and
therefore has no finite economic life.,
I Other assets
Other assets are Included at cost less accumulated depreciztion. Additions are Included at cost.
Freehold land is not depreciated, Cther assets are depreciated over thelr estimated economic lives, which are principally as follows:

Bulldings 30 ~ 60 years

Operational structures 40 - 80 years

Fixed plant 20 - 40 years

Yehicles, mobiie plant and computers 3 - {yers

Assets in the course of construction are not depreciated until commissioned,
fil Leased assers

Where ss¢ts are financed by leasing arrangements which transier substantially all the risks and rewards of ownership of an asset to the
lessee (Bnance leases), the assets are accounted for as if they had been purchased and the corresponding capital cost Is shown as an
obligation to the lessor, Leasing payments are treated as consisting of a capital element and a finance charge, the capita! element reducing
the obligation to the lessor and the finance charges belag written off to the prefit and loss accouns over the perlod of the lease In
proportion to the capital amount outstanding, Depreciation is applled over the shorter of thelr estimated useful lives and the lease periods,
All other leases are regarded as operating leases, Rental costs arising under operating leases art expensed in the year they are incurred.

»
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sfrastricties repewals accounting
The charge ta the peofit and loss accounat for Infrastructuee renewals expenditure takes sceount of planned expenditere on maintaining the
cperating capaibty ef infrast-ucturg assets n accordanee with the eperational policies and standards underlying Severn Trent Water Limited's
v sestment Frogramme, and is sadexed to reflect the impact of peice changes since the programme was prepared The tming of the 'K’
anestment Programme and other operatonal considerations may result in uneven patierns of infrastructure renewals expenditure
Cxpenditure duning the year 15 charged 19 the mfrastructiire rencwals provision

tirants and contributions

vrants and contnhutions recewved 1 cespect of non infrastructure assets are treated as deferred crediyy and are transferved to the profit and loss
acenuntn accordance waith the lives of those assets,

Grants and cuntnbations receved relating to mirastructure assets have been deducted from the cost of fised assets. This is not i accordance
with Scheduiz 4 of the Act, which requires assets 1o be shown at thelr purchase price or production cost and hence grants and contributions
would be presented as deforred income. This departure from the requirenients of the Act is, In the opinion of the Directars, necessary to give
true and far view as 1o provision is made for deprecradion, and any granis 2ad conteibutions refating to such assets would not be 1aken 10 the
prefit and loss aceount, The efiect of this departure s that the net book value of fixed assets is £83.0 million (1993: £61.8 million) lower than
it would ptherwise have been

Investments

‘nvestments held as fived assets are stated at cost iess amounts written off, Those held as current assets are stated at the lower of cost and net
reahisable value,

Stucks and work in progress

Stocks ace stated at cost less any provision necessary 10 recognise damage and obsolescence. Work in progress s valued at the lower of cost
and net reahsable value. Cost includes Iabour, materials, transport and an element of overheads.

Pension costs

Pension costs are determined by an independent actuary so as to spread the cost of providing pension benefits over the estimated period of
employees’ average service lives,

Foreign currency

All transaction< Jenomunated 1n foreign currencies are transtated into sterling at the actual rate of exchange ruling at the date of the
transaction. Foreign currency balances which are covered by forward exchange contracts are translated into sterling at the contract rate. Other
foreign currency balances are translated a1 the rate ruling at the batance sheet date.
Research and development

Research and development expenditure 1s charged to the profit and loss account in the year in which it is incurred.

Deferved taxation
Deferred taxavnon relating to capital allowances and other timing differences Is provided for to the extent it is probable that a lability
will erystallise.
Goodwill
Goodwill represents the difference between the cost of acquisition and the fair value of the net tangible assets acquired,
Goadwill 15 written off to reserves in the year of acquisition,

Severn TreotWater Limlted T4
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3 Operaung prefitis sied after charging/Lerediing) Groap Coryany
1594 1995 1994 1993
im in im im
Smployee costs (noge 37 108.7 } 10 2 107.7 1102
whrastrucwere renewas shiarge (riet 122) 723 69.8 716 69.8
Topreasatien {Rote 7 6y 77.2 68.6 770 68.6
Ovfereed creduts released (cote 12b) 2.1 (1.6) (2.1) {1.6)
thre of plant and machinery 13 L5 L3 1.5
Uther operaurg leases 1.0 26 1.0 2.6
Audut fees 02 0.2 0.2 0.2
2esearch ard development expenditure 54 6.8 5.4 6.8
Profit on disposal of fixed assets (3.3) (7.5) (3.3) (1.5)

Nutes Other fees pard to Price Waterhonse amounted to £206,000, of which £152,000 was paid to meet regulatory requirements,
A more detailed analysis of turnover is included within the regulatory accounts on page 29,

3 Information regarding Directors and employees 1994 1393
Directors: £060 £000
Emotuments including pension contributions 1,028.7 918.6
9efformmce payments {note n) 1305 117.2

1,159.2 1,035.8
Fmoluments (excluding pension contributions) of the Chairman - -
Emoluments (excluding pension contributions) of the highest patd Director 126.1 1135
Emoloments (excluding pension contrbutions) ¢f Directors, other than the Chairman and highest 1994 1993
pad Directer of the Company, were within the following bands: Fo. Fo.
£ OG- 5000 1 1
T & 5001~ 10,000 - !
€ 15001 - 20,000 - 1
) £ 45,001 - 56,000 - ]
£ 60,001 - 63,000 - i
£ 70,007 - 75,000 , - 2
£ 75,001 - 80,000 3 1
£ 88,001 - 85,000 % -
€ 63601 - 95,000 so- 1
£ 95,001 - 106,000 } 1
£105,001 - 110,000 2 1
Netes:

1 Non cash benefits included In the total emoluments consist mainly of the provision of cars and health care insurance,

i The Directors’ performance payments are based upon the Jevel of achlevernent against profit targets and achievements agatnst levels of
service, water supply and sewage treatment quality targets set by external cegulators,

w No emoluments were paid to certaln of the Directors In respect of their servicés to the Company. Their emoluments are pald by othier
Conzpanics within the Severn Trent Group. [n aggregate, £319,900 (1993: £284,600) Including pension contnbutlons of £84,600 i1993:
£13,700) has been included above. This represents the appropriate proportion of thelr remuneration In respect of their service to the Company.

bE Sovem Trent "Water Limnled




5 fehraian roganding Birectors and craploy ces (continued; g Grapiry

. ) 5 W93 1594 1993
Fraploytes in im in im
ages and sanes e g T Taigs 163
“ogral seQanty cests 10.3 10.2 10.2 102
Pt ce;tsrgnu}g 1 _ N 91 89 90 .. 2
g7 l4sd 1387 1454
. 1994 1993 1994 1993
Chaeged as fallows im £ im im
Capnal and wnfrastructure renewals o 31 0 35.2 31.6 ,E'é
Dperating casts (nate T 108.7 110.2 107.7 110.2
139.7 145.4 1387 1454
1994 1993 1994 1993
average number of employees during the year (full time gquivalent): No No. ¥o. R,
st Sy Y R T 408
1r:a1gai!r|:n!_ sgfli ) _ B o 2,860 308 2,833 3,037
6,954 7,445 6,907 7,445
4 Netinterest payable Group Company
1994 1933 1994 1993
im 34 m m
Intevest payable: e T T T
aank loans, overdeafts and other loants repayahble wihin five years 11.3 8.7 113 8.7
£oans repayable after more thaur five years 7.5 115 7.5 1.5
Fyance leases 8.8 6.0 8.8 6.0
Qther 2.2 0.5 1.9 0.5
Interest rp’cciﬁartﬂgx ] g o . (18) (17.2) (7.5) (17.2)
. 222 9.5 220 9.5
.5 Taxation on profit on ordinary activities Group Company
1994 9oy 1994 1993
im &m im £
UF, corporation tax at 33% (1993:33%) 5.3 - 43 -
: if the full potential Nability 0 deferred taxation had been provided on an ongoing basis an additional charge to taxation of £84.1 million
| (1993: £94.8 million) would have arisent during the year (note 120).
AL 31 March 1994 the Group and Company had 1ax Josses of approximately £103 mitlion (1993 £103 mittion) which will be ayailable for offset
aginst future trading profits of the Company.
6 Dividends Group Company
1994 1993 1994 1993
im s § %: ] &m
Interim dividend paid 135.0 107.7 135.0 1077
sucther Interim dividend . - 167 - 167
135.0 1244 135.0 1244
Spectal dividend - 600.0 - 600.0
The special dividend in 1992/93 was pd to Severn Trent Plc and was reinvested immediately i the Company by the taking up of an issue of

rdinary Shares.

Severn Trent Water Limfied 13




Yoraata the Raanshal atatementy

Tangible assuty Gravp
Speclalised  Non-spechilised lejrasteucture Pam, Other Tot]
operstional aperaronal ysets machlrery

prapenties and peoperties and vehiles
sructures

Costs £m im i im im i

Balance 1 April 1993 239.1 87.4 1,209.2 633.5 185.8 3,075.0

Feelassification and transfer from deferred credits (2.2) 1.6 (1.4 0.5 0.6 (0.9)

Addions 110.2 4.7 107.2 130.3 27.5 379.9

Grants and cof rsibutions - - (20.4) - - (w.4)

Assets sold or written out (6.9) (3.6) - (1.2) (9.2) (20.9)

+ Yance 31 March 1994 1,046.2 90,1 1,294.6 7711 2047 34127

Depreciations

Ralance ! Apdf 1993 2674 13.4 - 126.5 7715 484.8

Reglassification and transfer from deferred credits - 0.1) - - - (0.1)

Charge for year 18.2 2.8 - 335 22.7 17.2

Assets sold or wrilten out (09) (1.0) - 9 (8.6) (16.4)

Balance 31 March 1994 284.7 15.1 - 154.1 91.6 545.5

Net book value

At 31 March 1994 7615 75.0 1,294.6 6%3.0 113.1 2,867.2

At 31 March 1993 6717 74.0 1,209.2 527.0 108.3 2,590.2

Cost: Coipany

Balance 1 April 1993 935.5 86.5 1,2014 649.1 183.5 3,056.0

Reclassificatlon and transler from defecred credits (22) 1.6 (1.4) 0.5 0.6 (0.9)

Transfer from subsidiary nndertaking 3.6 0.9 7.8 44 23 190

Additions 1102 4.7 107.2 130.3 21.5 379.9

Grants and contributions - - (20.4) - - (20.4)

Assets sold or written out 0.9) (3.6) - (.2 (9.2) (20.9)

Balance 31 March 1094 1,046.2 90.1 1,294.6 7771 204.7 3,412.7

Depreciation:

Balance 1 April 1993 266.7 13.2 - 1241 75.5 479.5

Reclassification and transfec from deferred credits - 0.1) - - - (0.1)

Transfer from substdlzry undenz'ing 0.7 0.2 - 24 2.2 55

Charge for year ' 18.2 2.8 - 33.5 225 710

Assets sold or written out (0.9 (1.0) - 9 86) (16.4)

Ealance 31 March 1994 2847 15.1 - 154.) 91,6 545.5

Net book value

At 31 March 1994 761.5 75.0 1,294.6 623.0 113.1 2,867.2

Al 31 March 1993 668.8 733 1,201.4 5250 108.0 2,576.5

Savarn Trent Water Limlted




* Tangible assets (contin yed)

hetas Grovp Corapany
1994 133} 1994 139

b The value of tangible assets held under finance leases are: in im im im
Cast 187.3 131.5 187.3 129.8
Accumulated depeeciation (36.7) (20.5) (367) (28.5)
1506 102.0 150,6 101.3

it The net bock value of land and buildings Included In specialised and 1994 1933 1994 1993
non-specialised operatonal propertles and structures Is analysed as follows: o o fam o
Freehold 835.7 744.9 835.7 7413
Short leasehold 0.8 0.8 0.8 0.8
836.5 745.7 836.5 742.1

fii Depreciation incurred during the year has been charged as follows: 1994 1993 1994 1993
im £m 2.1 im

On owned assels 70.2 63.7 70,0 63.7

On assets held under finance leases 7.0 49 U 49
772 68.6 710 68.6

iv  Incduded in the above are the following tangible 1994 1593 1994 1963
assets not subject to depreciation: fo fm fm i
Land 16,7 17.2 16.7 17.2
Infrastructure assets 1,294.6 1,209.2 1,294.6 1,201.4
Assets in the course of construction 409.4 486.4 4094 486.4
1,720.7 1,712.8 1,720.7 1,705.0

* v Specialised operational properties and structures principally comprise intake works, pumping stadons, treaiment works and boreholes.

vi Non-specizlised operational properties comprise offices, depats, workshops, residential properties divectly connected with water and
sewerage services and land held for the purpose of protecting the quality and quantity of resource waters,
Grars 2nd contributions received relating 1o infrastructure assets have been deducted from the cost of fixed assets fn order to show a true

Vi
and falr view, 2s set out In note 1f.
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Ivestiments Assaocusied undectakings Mher ot
knvestiuenls
Loans Share of
retained
EATTUNRS
Group im £m im im
At LApnt 1993 3.2 - 0.2 34
Addiions 0.8 0.i - 0.9
At 31 March 1994 4.0 0.1 02 43
Subsidhary undentaking Associated undertakings Other Tota!
invesiments
Debentures Shares Loans Share of
tetained
earnings
Company £m im £m sm sm im
AcLApril 1993 - 33.8 3.2 - 0.2 37.2
Addnions 1.6 - 08 0.1 - 2.5
Armount written off - (29.2) - - - (29.2)
At 31 March 1994 1.6 4,6 4.0 0.1 0.2 10.5
Shares in East Worcester Water Ple have been written off to reflect the value of the underlying assets of the subsidiary underiaking.
Country of regstratton and operation Class of share capitai held Natare of business
by Group and Company
Subsidiary undertaking
East Worcester Water Ple England 100% ordinary Water undertaking
100% non voting ordinary
100% 10.75% preference shares
Assuciated undenakings
Grafham Carbons Limited England 50% ordinary Carbon regeneralion
{cost of investment £20,0600)
Biogas Generation Limited England 50% ordinary Power generation
{cost of investment £19,999)
Debtors Group Company
1994 1993 1994 1953
im &m im im
Trade debtors 63.0 62.6 63.0 063
Amounts owed by felfow subsidiary undertakings 0.7 03 0.7 0.3
Amoaunts owed by subsidiary undertaking - - 0.4 -
Other debtors 0,5 9.0 6.5 88
Prepayments and siccrued income 48.5 434 485 434
118.7 120.3 119.1 1i88

Included within debtors Is £2.2 million (1993: £4.5 miilion) due after one year,

Seveent Trent Water Lemted
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b Creditors: amaunts falling due within one year Grovp Coapiny

1994 1993 1994 199

im im Lm im

Debernures (unsecured) 1,9 05 - -

Loans 1.8 309 1.6 309

Obhigations under fnance leases (note 15¢) 13,7 10,1 13,7 10,0

Teade creditors 21,5 a4 27.5 365

Amounts owed 10 parent undertaking 4.8 - 4.8 -

Amounts owed to fellow subsidiary undertakings 6.6 40 6.6 40

Amounts owed to subsidiary undertaking - - 5.5 -

Other creditors 14 3.0 1.4 3.0

Taxation and socisl security 4.0 49 3.9 41

Corporation tax payable 0.7 0.4 a3 -

Proposed dividend to paren} undertaking - 167 - - 167

Purchase consideration for East Worcester Water Ple - 334 - 334

Accruals and deferred income i723 1480 172.2 147.1

234.5 289.3 237.5 286.3

Creditors: amounts falilag due afier mare than one year Range of Group Cormpany
Interest rales N

% 1994 1993 1994 1593

Em £ £m ‘ L

European Investment Bank loans - 1996-2003 5.0-109 2976 2159 2976 2159

Deberirure stock - 1996 (unsecured) 12.5 - 3.5 - -

Debenture stock ~ irredeemable (unsecured) 3,0-5.0 0.1 01 - -

Local anthority loans - 1995-2035 6.9-9.9 158 16.2 15,8 162

Water annuities 4.0-5.0 0.1 0.1 0.1 0.1

313.6 2358 313.5 2322

Obligations under finance leases (nete 15¢) 142.6 97.8 142.6 97.6

Other crediters 9.9 19 9.9 19

466.1 3455 466.0 3417

Loans outstanding ars repayable as follows: Group Company

1994 993 1994 1593

im im . Lo Iy

Becween one 2nd two years 2.5 5.1 2.5 5‘ 16

Between two and five years 169.0 58.1 - 169.0 58.1

After five years - by Instalment 43.2 49.5 43.2 49.5

- other than by Instalment $8.9 1231 . 938 123.0

3136 2358 3135 2322

Loans amounting to £62.3 milllon (3993: £63.2 milflon) for both Group and Company are repayable by Instalments, any one of which Is due

for rapayment after five years.

Severn Treat Water Limited
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ba Peavisions Group
Balance at Charged (o Utllised ﬁ:lanu a
LAprl!  profit and loss 31 Harsh
. 1593 account 1954
A Liabilities and charges tm im £m £m
Infrasteucture renewals pravision 39.7 723 £60.4) 51.6
Reorgantsation provision 82 - (4.3) 3.9
49 72,3 (64,7) 55.5
Company
Balanceat  Transfer from Charged to Utilised Balanee st
1 Apeil subsidtary  profit and lass 31 Marcl
1993 undirtaking sceount 1994
im “m Lm im im
tnfrastructure renewals provision 19.3 716 {60.0) 51.6
Reorganisation provision 52 3.0 - (4.3) 3.9
44,5 3.7 718 (64.3) 55.5
The utilisation of the infrastructure renewals provision {s shown net of grants and contributions of £4.7 million (i993; £3.2 million),
b Deferred income Group
Balance at Trangler Released to Recelved Dafance at
YAl toflxed  profitand loss 31 March
13%3 a53cts aceount 1994
im L £m Lm Lm
414 (0.8) @1 14.1 52,6
Company
Balznce a1 Transler from Transfer Released (o Recelved Balance al
Faprll subsidlary tafixed  profit and loss 3t March
19493 undertaking agsels account 1994
im im Em Em Lm &m
41,0 0.4 (0.8) 2.1 14.1 52,6
¢ Deferred taxation Group and Company
b
No provision has been made for deferred taxation, The full potential lisbllity for deferred taxation : 1994 1993
caleulated 2t 33% (1993: 33%) under the liability raethod is: ' £m im
Accelerated capital aliowances 497.7 £17.4
Other tming dilferences (18.3) (22.1)
Available tax losses (34.0)
' £45.4 361.3
Comparative figures have been restated to take account of computations subnuitied to the Inland Revenue.
J 13 Share capital Company
'
1994 139}
Authorised: Lm Sr
1,000.,0 1,000.0

1,000,66C,500 Ordinury Shares of £1 each

"en



o3 Shace caputal {continuad} Sonpy

POV

1984 1993
basued and fatly paid ia im
' LA 28200 Crdinary Skares of L1 gach 1,000.0 1,000.0

The vlimate pacent undgreakiog ts Severn Trent Ple which is registered in Engl e A, C0p1¢§ of the report and accounts of Severn Trent Plc,
which are the only accounts within which the results of the Group and Company are consolidated are obtainable from the Company Secrelary,
Sivern Trent Ple, 2308 Coventey Road, Birmingham 826 3)Z.

1t Profit and loss account Group Company
im im

AtTArnl 1993 1,105.6 1,133.8
fizedwill in respect of prior year acquisition (1.0 -
Retained profi for the year 1538 1243
AU3L March 1994 1,2584 1,257.9

#131 March 1994 rumulative goodwill written off against group reserves amounted 1o £29.2 million (1993: £28.2 million).

15 Commitments and contingent liabilities Group Compatiy
1994 1993 1994 1993
i lovestment expenditure commitments Lo £ L im
Contracted for bzt not provided in the financial statements 160.5 2479 160.5 2419
Authorised but not yet contracted for 1399 203.4 139.9 203.4
'n addition to these commitments, the Group and Company has longer term expendirure plans which include investments to meet
srprovements in performance mzndated by the Director General of Water Services and to provide for growth and demand In water and
sewerage services.
b Operating lease commitments yand sind Olher
At 31 March 1994 the Group and Company was commitled to making the foilowing buﬂdl;s! :
m
payrients during the next year in raspect of operating feases which expire: "
Within one year - 0.1
Between one and five years 0.1 0.2
After five years 05 0.1
0.6 04
+ Finznce lease commitments . | Group Company
1994 1993 1994 1993
Amcunts - 2e under finance leases re payable as {ollows: , Lm 56 Lm i
Within one year (note 19) ‘ 13.7 10.1 137 10.0
Between one and 1wo years ‘ 1.6 13.7 .6 13.6
Between (wo and five years ’ -89 205 89 204
After more than five yeais 122 63.6 122, 63.6

d "o materdal fnance lease oblfgations fave been entered into subsequent to the year end,
¢ The banking arrangements of the Company operate on 2 pooled basis with certain other growp undertakings and under these areangements
eredst Balances of participating companies can be offsét against overdrawn balances of participating companies.

Severn Trent Water Mnsited 19




Notes to the faanonal imptementy

16 Group cash flow siatement Gieowp
_ 1994 m
1 Reconcitiation of operating profit to net cash inflow from nperating actlvities Am i
Qperaving profit 3163 2879
Share of esults of associated undrsiakings (0.1} -
Profit on sale of asscts (3.3) 0.5
Depreciation {not2 7 4D 77.2 68,6
Infrastructure cenewals charge (note 124} 723 69.8
Gtilisation of infrastsucture renewals provision (note 124) (65.1) (834)
Deferred credits received £note 12b) 4.1 122
Deferred credits released {aote 12b) 2.1 (1.6)
Working capitad (note 16b) 223 (LD
Other (53 38
Net cash inflow {rom operating activities 426.3 3560
1594 1993
b Working capital sm im
Decrease in stocks and work in progress 2.3 1.5
Decrease/(increase) in debtors 113 Q.
Increase/(decrease) in creditors 8.7 D)
23 (12
¢ Analysis of the net outflow of cash and cash equivalents In respect of the 1994 9
i £m Srir
purchase of subsidiary undertaking
Cash consideration ~ (34.8)
Cash. paid in respect of prior year (33.4) 334
Cash a1 bank and in hand of acquired subsidiary undertaking - 08
b Net (outflow)/inflow of cash and cash equivalents in respect of 4'pt!|rchase of subsidiary undertaking (33.4) 0.4
i
d  Analysis of the balances of cash and cash equivalents a5 shown Cihange 1994 Wy |
in the balance sheet S " v;,,: m i
Cash at bank and in hand (36.6) 69.8 1064
¢ Analysis of changes in financing during year , B 1994 1))
Sharccapital  Loansand Tolal Toua!
finance lease
. obligatlons
im im sm im
Balz>ce at | April 1,000.0 3751 1,375.1 0140
Crst: inflow from financing - 357 35.7 6827
Loans and finance Jeece obligations of subsidiary
undertaking acquircd during the year - - - 44
Tnception of finance fease contracts - 62,0 62.6 69.0
Balance 21 31 March o 1,000.0 #7134 14734 1

90 Severn Trent Water Limited
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™ Pepsions
Th pLp & J Earpany eprrate 1 schomes, the Severa Tient Muerer fmage Pension Scheme (STMIFS) and the Severn Trand Water Pension
S Jiewee £ STWOPS T, bath of which are of the detined benefit ype and are fully funded to cover futuice salary and pension increases.The 2séls
of the sciiemes are held in sepirate trustee admnistered funds. Employer’s cuntsibutions during the year for the Group were £3 § million

11793 £89 nutlien), 2d foz the Company A & million (1593; £4.9 million).

STwbS

v netana vluaton of STYES was e ricd ot at 31 March 1992 by i independent actnary, using the projected unit metiod. The prncipal
ssatmption vsed was tha the wovestment return would exceed future safary and wage increases by 2% pet annum, The astuarizl value of
e schome's assets was £2273 malion, which exceeded by 16% the actuarial vale of the benefits accrued o members, afie allowing for
hLtrre 19creases 10 earnings The market value of the scheme’s asiets was £188.0 mililon, The Employers’ contribution to STW?S continue
cnehanged at the rate of 8.8%, %35% and 4.4%0 of pensionable pay of STWPS members whose contributions are at the rate of 6%, 5% or 3%
of pensiorable pay accarding to their choice

STMIPS

Tso most recent actuarial valuation of STMIPS way carried oul at 31 March 1991 by an independsnt actuary using the altained age method,
which 13 considered the most appropriate method of valuation for a scheme which  closed to fiew members, The principal assumption was
that the investeent return would exceed future salary and wage incres.=s by 23 per annuin, The actuarkd value of the scheme's assets was
£973 millon, whick exceeded by 24% the acwarial value of the benefits accrued to members, after allowing for future increass in earnings.
The market value of the ceheme’s assets was £85.5 million. The Enployers' contribution to STMIPS continue unchanged at the rate of 7.7%
and 6 43; of pensxnable pay of STMIPS members whese contributions are at the rate of 6% or 5% respectively.

Report of the Auditors to the Shareholders of Severn Trent Water Limited

We have aucd the financial stizments on pages 7 to 21 which have been prepared under the historical cost convention and the accounting
policies set out on pages 10 and 11.

Respective responsibilities of Directors and avdiors
As described un pag~ 6 the Company's Directors are respensible for the preparation of financial statements. It is our responsibility io form an
independent opinion, based on our audst, on those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordznce with Auditing Standards issued by the Auditing Practices Board. An audit includes examination, on a test
basts. of evidence 1efevant o the amounts and disclosures in the financial starements. ft also includes an assessment of the significant
estimates and judgrments niade by the Directors in the preparation of the financial statements, and of whether the accounting policies are
approprate to tne Corpany's and Group’s clreumstances, consistently applizd and adequately disciosed.

we planned and perfurmed nur audit so 25 t0 obtain all the information and explanations which we considered necessary in order to provide
ve with: sufficient evidence to give reasonable assurance that the financial statements are free from material mis-statement, whether caused by
fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information In the

finansi staterments,

Opinion
{2 our openion the financial statements give a true and fair view of the state of the affairs of the Company and Group as at 31 March 1994 and
of the profit of the Company and Group and cash flows of the Group for the year then ended and have been properly prepared In accordance

vl the Companies A 1985.

Pn:_, NP AW f‘m ODQ-\—(-H"-"

Price Waterhouse L
Chartered Accountaats and Registered Audiors

Corawall Court

19 Cornwall Street

Bwmngham B3 20T

13 June 1994

Price ¥aterhouse Severn T-snt Water Timited 21
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Ihstot oal 25at financial statements - Group sr0fit and loss account

12378 e 8 3 March 1994 1994 1933
im im
Tumover 789.8 7423
Operating costs (476.9) (4619
Share of results of assoctated uadertakings 0.3 -
Othier operting {ncome 3.3 15
Operating profit 3163 2879
Net ipterest payable (22.2) @.5)
Profit on ordirary activities before wxation 204.1 2784
Taxauon on profit on ordinary activities (5.3) -
Profit for the financla year 288.8 2184
Drvidends (135.0) (7124.4)
Retained profit/(loss) for the financlal year 153.8 (446.00

Severn Teent Watey Cimited 23




Historical cost financlal statements - Group balance sheet

Arat b Kasch 1994 1994 1993
im im
Fived assets
Tangble assers 2,867.2 2,590.2
investments 43 3d
2,871.5 2,593.6
Current assets
Stocks ang work In progeess 7.1 94
Debtars 118,7 1203
Cash 21 bank and in hand 69.8 1064
195.6 236,1
Creditors: amounts falling due within one year (234.5) (289.3)
Net current liabilites (38.9) (53.2)
Total assets less current liabilities 2,832.6 2,540.4
Creditors: amounts falfing due after more than one year {466,1) (345.5)
Provisions for liabilltles and charges (55.5) (419)
Provision for delerred income (52.6) (41.4)
2,2584 2,105.6
Capital and reserves
Called up share capital 1,000,0 1,000.0
Profit and loss account 1,2584 1,105.6
2,258.4 2,105.6

- A n Vataa b Femitad



f(}nrrent cost financial statements = Group profit and loss account

Year endad 31 Marth DH 1994 199
Rotes &tn im
Turpoysr 2 789.8 7423
Current cost operdting costs 2 (536.7) (520.2)
Share of results of associated undertakings 0.1 -
Other operatng lncome b 3.7 6.5
256.9 228.6
Working capital adjustment 2 24 29
Current cost operating profit 2593 2315
Net interest payable (22.2) (9.5)
Financing adjustment 7.5 0.9
Current cost profit before taxation 244.6 2229
Taxation (5.3) -
Current cost profit attributable to shareholders 2393 2229
Dividends (135.0) (724.4)
Current cost profit/(loss) retained 104.3 (501.5)

Severn Trent Water Limited
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iz;‘_v(?.v.trrent cost financial statements - Gronp balance sheet

Afat It Hach B 1994 19"
Hotes Lm £m
Eixed nssets
Tangbie assets 3 22,320.4 21,163.2
Third party contributions since 1989/90 (310.1) (2464)
Working capital 4 (143.1) (106.1)
Net operating assets 21,876.2 20,810.7
Cash and tnvestments 74.1 109.8
Neo-trade debtors 10.5 1.2
Non-trade creditors due within one year (30.7) 98.2)
Creditors due afier one year (466.1) (345.5)
Provisions for labilities and charges (3.9 (8.2)
Net assets employed ) 21,460,1 20,469.8
Capnal and reserves
Called up share capital 1,000.0 1,000.0
Profit and loss account 582.0 4847
Current cost reserve 5 19,8711 18,985.1
214600 20,469.8

26 Severn Trent 'Water Limited




Current cost financlal statements ~ Group cash flow statement
iexr ended 45 March 1954 1954 1593
Rotes Lla i
Netcash nflow from onerating acuvities § 426.3 3360
Returms on Invesunents and servieing of finance
Hterest veceived 4.0 17.8
interest pald (18.6) (19.6)
Iuterest element of Ainance lease renta! payments (3.9) (5.6)
Diwidends paid (as1.n (0.7
Net cash outflow from returns on investments and servicing of finance (169.7) 715.1)
Tax pald (03) -
Investing actlvities
Furchase of fixed assels (326.9) (421.5)
Grants received 246 23.6
Purchase of subsidiary undertaking (33.4) 0.4
Loans advanced (0 associated undertakings (3.2) 7
Loans repaid by associated undertakings 24 0.1
Disposal of fixed assets 79 10.8
Net cash outflow from investing activitles (328.6) (387.3)
Net cash outlow before financing (72.3) (766.4)
financing
issue of new shares - 600.0
Loans repald (3.1} (0.9
Lozns advanced 53.0 100.0
Caplal element of Bnance lease rentaf payments (14.2) Ky
Net cash inflow from financing 35.7 687.7
Decrease In cash and cash equivalents (36.6) (78.7)

Severn Trent Watee 1 sined 7
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 Notes to the cur: 2t cost financlal statements

T wied M Mazch 1594
Accountng policies
Basis of preparation
The azoounting policies and notes supporting the amounts In the historical cost statements contalned
 the regulatory accounts are the same a5 those outlined in the statutory historical cost ascounts o
pages 10 10 2L
The regulatory accounts have been prepared In accordance with the requirements contalned In Condition F
of the Instruments of Appoiniment of the Water and Sewerage Undertakers, and Regulatory Accountlag
Guideline 3.03 Issued by the Director General of Water Services In May 1992,
The regulatory Anancial statements have been prepared on 2 group basis for Severn Trent Water Limited
and its subsidiary undertaking East Worcester Water Plc, Comparatives have beea restated accordingly:
General
These 2ccounts have been prepared in accordance with guidance issued by the Director General of Water
Services for modified real tzrms financial staternents sultable for regulation in the water industry, They
measure profitability on the basis of real financial capital maintenance, in the context of assets which are
vaiued at their current cost value 1o the business, with the exception of certaln assets.
The accounting pollicies used are the same as those adepted in the statutory historical cost accounts, except
a set oul below.
Tangible fixed assets
Assets In operatfonal use are valued at the replacement cost of their operating capability. To the extent thai
the regulatory regime does not allow such assets to earn a return high enough to justify that value, this
represents a modification of the value to the business principle. Also, no provision is made for possible
funding of future replacements of assets by contributions from thied parties and, 1o the extent that some of
the tangible fixed assets would on replacement be so funded, replacement cost again dilffers from valueto
the business. Redundant assets are valued at their recoverable amounts,
During the year an Asset Management Plan (AMP) survey of existing assets 2s at 31 March 1993 was
undertaken. The adjustment to asset values, as a result of this exercise, is included within the tangible fixed
asset note. In the Intervening years between AMP surveys, values are restated to take account of changes In
the general level of Inflation, 25 measured by changes in Retail Price Index (RPE), and any other significant
changes in asset records identified during the year,
i Noninfrastructure assets
Specialised operatonal assets:
The gross replacement cost of specialised operatonal assets has been derived using the latest cost
information provided by the AMP. This value has been adjusted for inflation during the year as
measured by changes In the RP,
The unasmortised portion of third party conlributions received is deducted In arriving at net operatlonal
assets (as described below in note 1d),
Non-specialised operational 2ssets:
Non-specialised operational assets were valued on the basls of open market value for existing use at
31 March 1991 and have been expressed in real terms by indexing using RPI since that date,
if Infrastructure assets
Mains, sewzss, Impounding and pumped raw water storage reservoirs, dams and sludge pipelines are
valued at replacernent cost, determined principally on the basis of unit cost data provided by the AMP.




Other Bsits
Al nther assess ase vatued an the basts of data provided by the AMP
Surplus land
Surglus land 1s valued at current market vahies. Any proceeds on disposal te be passed onto customers will
be 12ken 10t account, in accordance with the requirements contained in Condition 8 of the Instrument of
appountment 25 2 Water and Sewerage Undentaking,

1 Grancs and other third party contributions
fiants, mieastructure charges and other thied party contributions received since 31 March 1990 are carried
farward to the extent that any balance has not been credited to revenue. The balance carried forward 1s
restated for the change i R for the year and treated as for deferred income.

¢ Real financiat capital maintenance adjustments
These adyustments are made to historical cost operating profit in order to arrive at profit after the
mantenance of financial capitad in real terms:
Working capitat adjustment - tus 1s calculated by applying the change in RPI over the year Lo the opening
total of trade deblors and stock. less trade credutors.
Financng, adustment - s 1s caleulated by applyng the change i RP1 over the vear 1o the opening
halance of et finance, which comprses all monetary assets and liabilities in the halance sheet apart from
those included 1 working capital and proposed dividend payable.

2 Analysis of current cost turnover and operating cosis 1994 1593
waler Sewerage Towl Water Sewerage Toral
services SErvices SeVCeS SN IS

2 Analysis of wrnover Lm &m £m im im &m
Measured 116.0 36.9 152.9 108.2 380 146.2
Unmeasured 201.7 373.0 574.7 182,0 3519 533.9
Trade effluent - 37.2 372 - 36.1 36.1
Revenue gran's 0.! - 0.1 0.1 - 0.1
Other sources 17.5 7.4 24,9 18,0 8.0 26.0
Tolad turnover 335.3 454.5 789.8 3083 434.0 742.3

b Other operating inconie
Current cost profit on disposal of fixed assets 11 2.6 3.7 4.6 19 6.5
¢ Working capital adjustment (09) 33 24 0.2 K 29

v
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2 Analysts ot currert Cost tumover and operating costs {continued ) 1M

4 Amalysis of aperattng costs and angible fixed assets ¢
Water services
Waler Watet  Water supply
sesources and dainbution sub-totsl
treatment
Dhrect costs Lm im im
Emplos prent costa 69 161 23,0
Power 87 13.9 22.6
ARENCies ~ - -
Heed and conteasied serviees 1.6 4.8 6.4
Assoctated companies 0.5 14 1.9
Materils and consuntabtes 4.1 1.9 6.0
service charges 11.5 0.4 1.9
Other direct costs 0.4 0.9 1.3
Total direct costs 33,7 39.4 731
Genera and support 19,2 20,0 39.2
Funcional expenditure 52,0 50,4 1123
Capital costs
Current tost depreciating 13.6 124 260
infrastruciure renewals-
| Expenditure 2.0 353 313
| Accruai 53 (20.4) {151
i _ N - s e B s ATEET moroeedees o gaThe .
Functionat costs 73.8 86,7 160.5
‘ . —_— . m - e il owr v mera Mo i ——
, Business analysis recharge 24.2
‘ Rates 215
' Doubtfil debis 3.7
Business activity capital costs 18.1
Service costs 228.0
Services for third parties 14.2
i Total 242.2
|
. Analysis of tangible fixed assets
|
| Service activities 1,267.0 3,898.7 5,105.7
: Business activities 120.3
i vas = - Lt a1 . TRAETGRRE gmeiad OE¥ucde . Ml IR L rmm
; Service totals 5,286.0
Services for third parties . 186.1
Tota} o 54T
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MOETAE SRS Risanos analyais
NEACERY Sewape Nudge Mewape NURLEERY seentific tastul
At trodlment Tredlinent EYATIVGY WIS £ platin
and and disposat sub intad
dnpmal syb tosal a
am m Lin Y| inm im A
4 131 60 19,7 21, : 4
(o 09 1= 1 h 125
1”3 - - - 1”5 )
11 1.1 3- +.8 59
03 02 0y 1.0 1.5
n2 16 20 4 Aot
1= 31 - 3 8
({ I 34 (1 0.5 .
13a 204 1835 44.9 68.3 15 39
i3 238 124 38.2 42.5 1.8 L.5
- 35.2 =9 Bil 110.8 10.3 24
58 39.6 9.9 09.5 753
30 01 - .1 231
1 0.1 - {41} 7.0
830 114.8 8 152.0 250.2 7 16,3 3.1
15.0 {16.3) (5.4)
1.4
4.0
15.5
520
24
24,5
15,2835 1,270 240.1 1,467.1 16,750.6
. 88.6 106.7
15.401 6 1.555.7 16,857.)
10.857.3

weyurs Trent Rater Linuted 31




soeh tathe oumeatcas: Prdnchl statements

X

Aralysis of carrent cos turnover and operating costs (continned)

¢ don appainted business

The Group has not Identified for the purpose of its 1993/94 accounts, any businesses or activitles other than the Appolnted Business, The
ameunts In respect of the non-appolnted buslnesses are not materfal under the gufdelines fssued by the Office of Water Services.

Areas of non-appolnted bustness include:

Mantenance services for third partles

Sales of stores 10 third parties

External sales of energy

{omputing and payroll services to the National Rivers Authority.

3x Tangible fixed assets analysis by service Water supply Sewerage Sewage treatment Total
and disposa!
im £m im sn

Gross renfacement cost:

Balance 1 April 1993 70223 11,553.7 29456 23,5276
AMP adjustment (1,127.3) 1,518.3 510 448.0
P adjustment 1318 3463 4.8 5449
Addilions 206.4 79.1 1142 399.7
Disposals (23.8) (2.3 (87.0) (40.)
Balance 31 March 1994 6,209.4 15,474.1 3,006.6 24,780.1
Bepreciation:

Balance 1 April 1993 680.3 208.4 1,475.7 2,364.4
AMP adjus.anant 17.1 (44.8) 314 3.7
R2! adjustment 16.4 39 37.0 513
Charge for year 4.7 10.2 82.1 137.0
Disposals (21.2) (5.2) (85.3) (L
Balance 31 March 1994 7373 172,35 1,540.9 2,450.7
Net book value:

At 31 March 1994 5,472.1 15,301.6 1,555.7 22,3294
At 31 March 1993 6,342.0 13,3513 1,469.9 21,163.2

s

12 Sevem Trent Waler Limited




3% Tangible fixed assets analysls by asset type Speenliond  Ronapeculied  Infrsteoctore Glheraid el

upe-ational operational ]
FH it

inm kn im im £
Gross replazement cost:
Ralznce 1 Apai 1993 4,4$3.8 186.9 18,034.4 252.5 23,521.6
AMP sdmstment 28.2 1.9 4205 (12.6) 4480
RP{ adustment 98.1 46 428,7 3.5 544.9
Addutions 2289 23 1353 33.2 399.7
Sisposals (93.8) (6.2) (25.6) (16.5) (140.1)
Balance 31 March 1994 4,715.2 199.5 19,6053 260.1  24,780.1
Depreciation:
Balance } apni 1993 2,200.3 416 - 109.5 23644
AMP adyustment 149 5.4 - (16.6) 3.7
AP adjustment 34.0 1.3 - 2.0 571.3
Charge for year 103.4 26 - 310 137.0
Disgosals (03.8) (2.6) - (153) Qupy
Balance 31 March 1994 2,285.8 54,3 - 110.6 2,450.7
et book value:
At 31 March 1994 2,429.4 145.2 19,605.3 149.5 22,329.4
At 31 March 1993 2,246.5 139.3 18,634.4 143.0 21,1632

3¢ Tangible fixed assets net book value Specialised  None-spechlised  Infrasteucture Other a3seu Total

by service and by asset type operstonal - aperstore et

im m im im &m
Water supply 8419 67.5 44198 82.9 5,472.1
Sewerzge 157.5 6.8 15,125.2 12,1 15,301.6
Sewage treatment 2ad disposal 1,430.0 709 03 54,5 1,585.7
At 31 March 1994 2,429.4 145.2 19,605.3 149.5 22,3294

Sevem Trent Watee thimited 33




hetey b the qunen coat fiaancal patdments

1 Working capluat 1994 1593

L im

Sacks 7.1 94

Trade deblors 63.0 v &
Trade cveditors (6.5) (11,3}
Shon term capital creditors (21,0) (20.1)
tnfrastucture repewals acerual (51.6) (397
Accruals {167.5) (101.7)
Payments in advance (52.0) (40.8)
Tax and social security (4.0) (1.9
Group trade debtars/(credizors) (10.7) BT

Othir trade debtors/(creditors) 2.1 2.2

Prepayments 380 42.9

- - i —r

(143.1) {106.1)

5 Reserves—current cost reserve 1954 1993
£m im
Balance 1 April 18,085.1 18,605.6
AMP adjustment 444.3 (58.9)
RPI adjustments:
Fixed assels 487.6 3882
Working capital (2.4) (2.9)
Financing {7.5) (0.9)
Grants and thicd party contributions (5.7 (3.2)
Other adjustments (30.3) 512
Balance 31 March ' 19,671.1 18,985.1
6 Reconciltation of current cost operating profit 1994 1993
to nei cash inflow from operating activities im i
Current cost operating profit 359.3 2315
Working capital adjustment (2.4) (2.9
Share of results of associated unceitakings (6.1) -
Decrease In stocks 2.3 1.5
Current cost depreciation 137.0 126.9
Cusrent cost profit on sale of assets G (65)
Decrease/(increase) in debtors and prepaid expenses 113 .
Increzse/(decrease) in creditors and accrued expenses 87 ' (1.6)
Refease of provisions 72 (186)
Effect of other deferrals and accruals on operating activity cash flow 6.7 . 68
Net cash inflow from operating activilles 426.3 336.0

1y Severn Trend Water Limited




r Current cost financlal statements - Profit and loss aceount

Foat yeut wammary st 119394 outetura prices 1994 1993 1932 139
10| in im Lm
Turmover 789.8 7549 726,0 6689
Curreat cost operating costs (536.7) (529.0) (556.5) (504.2)
Share of results of associated undertakings .1 - - -
Other operating Income 3,7 6.6 17 44
256.9 232.5 170.8 169.1
Working capital adjustment 2.4 2.9 6.4 103
Current cost operating profit 259.3 2354 177.2 1794
Net Interest (payable)/receivable (22.2) CN)) 19.5 50.9
Financing adjustment 7.5 0.9 (8.0) (22.3)
Current cost profit before taxation 244.6 226.6 188.7 203.0
Taxation (5.3) - - -
Current cost profi¢ attributable to shareholders 2393 2266 188.7 2030
Dividends (135.0) (736.7) (104.9) (105.5)
Current cost profit/(loss) retained 1043 (510.1) 3.8 9.5
Current cost financial statements ~ Balance sheet
Four year summary 3t 1993/94 out-turn prices 1994 1993 1992 1391
£m £m im im
Fixed assets
Tangible assets 22,3294 22,0943 21,5986 21,2034
Third party contributions since 1989/20 @10.1) (252.1) (174.1) (78.6)
Working capital (143.1) - {s) (160.2) (164.7)
Net operating & -*ots 21,8762 21,7337 212643 20,960.1
Cash and investments 74.1 123 195.7 309.8
Non-trade debtors 10,5 1.2 23 15.4
MNon-trade creditors due within one year (30.7) (100.5) (3.9 (26.1)
Creditors due after one year (466.1) (353.4) (223.5) (98.9)
Proviston for lizhilities and charges (3.9 (8.4) (9.4) (79)
Net assets employed 214600 213840 212155 21,1524
Capital and reserves
Called up share capitat 1,000.0 1,023.0 4168 433.6
Profit 2nd [oss account 589.0 495.8 1,027.6 082.5
Current cost reserve 19,871.1 19,8661 19,7711 19,736.3
21,4601 21,3849 212155 21,1524

Sevem Trent Water Limited 35
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statement of Directors’ responsibilities o ] T
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T2 Daredtors are required by the Companies Act 1985 1o prepare financlal statements for each fnancial year which give 2 true and far view of
s state of affaes of the Company 1 2t the end of the financiaf year and of the profit or loss for the financial year,

Ve Directors consider that in prepanng the Anancial statements on pages 23 to 35, the Company has used appropriate accounting pollcies,
onsstently applied and supported by reasonable and prudent judgments and estimates, and that all accounting standzrds wivich they consider
tis be applicable have been followed.

The Directors are required to prepare the financia statements on 2 going concern basls, unless it is Inappropriate to presunc that the Company
will continue i business

e tnrestans have responsibny for ensunng that the Company keeps accounting records which disclose with reasonable accuracy the financial
prstion ¢of the Company ad which enablz them to ensure that the financial statements comply with the Companies Act 1985.

The Diectars have general responsibility for taking such steps as are reasonably apen to them to safeguard the assets of the Company and to
prevent and deteet fraud and other irregulanties

L Directors have voluntarily decided 1o prepare Group accownts and are applying the same requirement regarding a true and faic view of the
state of affasrs and of the profit or loss of the Group for that period, to the Group financial statements,

~ Water Industry Act 1991

Further to the requirements of Company law, the Directors are required 1o prepare financlal statements which comply with the requirements of
Condition F of the Instrument of Appoiniment of the Company as 2 water and sewerage undertaker under the Water Industry Act 1991 and
Regulatory Accounting Guidelines issued by the Oifice of Water Services. This additionally requires the Directors to:

Confirm that, in their opinion, the Company has sufficient financial and management resources for the next (2 months;

Confirm that, 1n their opinion, the Company has sufficient rights and assets which would enable 2 special administrator to manage the affairs,
business and property of the Company;

Report to the Director General of Water Services changes in the Company's activities which may be material in relation to the Company's zbility
to finance is regulated activiues;

Undertake ransactions entered into by the appointed business, with or for the benefic of assacialed companies or other busifiesses or activities
of the appointed business, at arm’s length;

Keep proper accounung records which comply with Condition F.

The Directors have prepared Group accounts 1o include the results of Severn Trent Water Limited and its subsidiary undertaking East Worcester
Water Pl for the year

Diversification and the protection of the core business ~ Condition F6a ' !

Severn Trent Water Limited hereby advise:

That in the opimion of the Directors, the Appointee will have available to it sufficient financial resources and facilities to enable It to carry out,
for at least the next 12 months, the Regulated Activity (including the investment programme necessary to fulfil the Appointec’s obligations
under the Appointment); and

That in the opinion of the Directors, the Appointee will for at least the next 12 months, have available to it management resources which are
sufficient 10 enable it to carry out those functions.

¥ Cocker Managing Director
For and on behalf of the Board
13 June 1994

Re.grn Trent Wier Limited
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Report of the Auditors to the Director General of Water Services
W Bave audued the financial statements on pages 23 and 24 which have been prepared under the Instorical cost convention and the
awatrung policies set out on pages 10 and 1), and the financiat statements on pages 25 10 35 which have been prepaced under the current
cast canvenition and the 2ecounting policies set out on pages 28 and 20,

h
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Respective responsibitities of Directors and auditors,
4s descrived on page 36 the Company's Directors are responsible for the preparation of financial statements. !t Is our responsibifity 10 form 2n
wiependent opman, based on otr auds, on those statements and o report our opinion to you.

Basis of apinon

A canducted otr audit iy accerdance with Auditing Standards issued by the Auditing Practices Board, An andit Inludes examisation, on 4 test
nasis, of evidence relevant to the amounts and disclosures in the financial statements. It also Includes an assessment of the significant
cytimates and judgmients made by the Directors in the preparation of the financlal statements, and of whether the accounting pelicies are
appropreate to the Group’s arcumstances consistently applied and adequately disclosed,

"W planned and performed var audit so as 1o obtain alf the information and explanations which we consldered necessary In order to provide
w3 with sufficat evidence to give reasonable assurance that the financial statements are free from material mis-staterent, whether caused by
seaud or ather weegularty o crvor I formnng our opinlon we also evaluated the overall adequacy of the presentation of information in the
graron statements.

Opinion

&: ur uition, the firancial statements contain the information for the year to 31 March 1994 required 10 be published and submitted 10 7ou
by Severn Trent Water Linited and its subsidiary undertaking East Worcester Water Ple {together ‘the Group’ or the ‘Appointees”) 1o comply
with Candition F of the Instruments of Appointment by the Secretary of Stata for the Environment of the Group as water and sewerage
undertakers under the Water Industry Act 1991,

s respect of this informatien, we repert that in our opinion:

* Proper accounting records have been kept by the Appointees as required by parzgraph 3 of Condition F of the instruments;

o s frnnatnn o5 i agreesment walk the Appointees” accounting records, complies with the requirernents of Conditlon ¥ of the Instruments

£
w b
N

<4 has been properly prepared m accordance walh the Regulatory Accounting Guidelines Issued by the Office of Water Services;

B

The nsanaal staements on pages 23 and 24 give, under the historical cost convention, a true and fair view of the revenues, cosls, assels and
irabihities of the Appaintes and theit Appointed Businesses; and

+  ihe cerrent cost financial information on pages 25 to 35 has been properly prepared In accordance with the Regulatory Sccsunting Guldeling
192 Accaurung for Corrent Costs issued in May 1992 by the Office of Water Services.

p"l'u (8h {(AL. OﬁL_

Price Waterhouse

Chartered Accountants and Registered Auditors
Carnwall Court

19 Cornwall Street

irmingham B3 20T

13 June 1994

!
Fricelaterhouse %
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. Financial and operating statistics
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Introduction

As part of our commitment to further develop communication with
our customers these financial and operating statistics are published
25 2 supplerentary section 1o the Annual Report and Accounts of
Savern Trent Water Limited for the year ended 31 March 1994

The financial infermation contained within this section does not
amaunt to statutory accounts within the meaning of the Companies
Act 1985, Statutory accounts relating to the financial Informatlon
ceniained within this supplement have been delivered to the
Registrar of Companies, together with unqualified reports from

the auditors,

The principal source of the operating statistics are the Annual Water
Quality Reports for Severn Trent Water and information to be
submitted to the Director General of Water Services as part of the
1994 july return. Copies of the Water Quality Report are avallable
from the Director of Marketing whose address appears on the Inslde
front cover of this publication.

Unfess otherwise stated all information prior to 31 Maich 1993
relates to Severn Trent Water Limited, Statisties relating to East
Worcester Water Ple have been incorporated since 19 March 1993,
tha date of its acquisition.

Severn Trent Water Limited
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Fiancial

| Profit and loss accovnts

1991 1952 1933 £994 Proft fim}
s im im im io 350 -
Turnaves 6086 6921 123 7408 300 - g
Qpaerating peefit 1985 2443 2879 3163 e [
. 250 - ]
*Et ukterest r'
{payable)/receivable 463 186 (95) (222) 200 -
Profit for the financialyear 2448 262.9 T4 2040 150 -
Taxauon - - -« (53) 100 -
Drvidends (96.0) (100.0) (724.4) (135.0) -
Retzined profit/(loss) 1488 1629 (446.0) 1538
° 1991 1992 1993 1994
= Optiating profit O Profic for the Ainancigd year
' Balance sheets
199t 1992 1993 1994
im im £rp £m
Fixed assels 18056 2,208.7 2,593.6 2,871.5
Net current (liabilities)/assets 1995 79.6 (532) (38.9)
. 2,005.1 2,883 2,5404 2,832.6
) Creditors: ameunts falling due after more than one year (91.2) (214.5) {345.5) (466.1)
Provisions for liabilities, charges and deferred income (97.0) (94.1) (89.3) (108.1)
) 18169 1979.7 72,1056 2,2584
, Capital znd reserves
: Called up share capita) 400.0 400,0 1,000.0 1,000.0
.i Profit and foss account 1,410.9 1,579.7 1,105.6 1,258.4
' 1,816.9 1,979.7 2,105.6 2,2584

The 1553 Balance sheet information has been restated 1o Include the results of East Worcester Wates Ple,

47 Severn Trent Water Limited




Snancial

L_’I‘ﬁmover by category

1929 i 1933 1994 Turnover by calegory (£m)
) LIy in in Lin 2060 - B
Measured charges 1233 1415 1462 1529 200 -
Unmeasured charges 429.1 4902 5339 5747 to0 -
Teade effluent 299 34 3% 372 590 -
Qther 263 280 %1 250 100 -
6086 6921 7423 789.8 o -
20 -
100 -
O Measured charges D Trade efluent o 1994 1992 1393 1534
o Unmeasuradcharges O Other
 Net cash
i‘ Net eash (Em) 1991 1992 1993 1994
i 00 - in im im im
2 100 - Cashatbankandfnhand 2834 1851 1064 698
! .- Borrowings (873) (214.0) (75.1) (473.4)
E = 1961 (289) (%68.7) (403.6)
[ -100-
l -200 -
f -300 -
‘ -400 -
b -s00-
' 11 1592 1993 1994
| Key ratios
) 1991 1992 1993 1994
Liguidity
Current ratio (times) . 2.03 1.35 0.82 0.83
Profutability
Gross profit margin (%) 32.62 3530 38.78 40.05
Return on capital employed (%): Historic cost 9.90 10.68 11.33 11.17
Return on fixed assets (%b): Historic cosl 11.00 11.06 11,10 11.02
__Return on fixed assets (%): Current cost 0.83 0.93 1.09 1.16
Gearing
 Debt 10 equity (%) 4.80 1081 17.81 2091
Other
Turnover per employee (£) 86,277 92,825 99,704 113,575
i Operating profit per employee (£) 28,140 32,765 38,670 45,485

Sevem Trent Water Lrmfted 41




{ustomer seryvice

" Charges (1994/95)

Urmeasured water charges
Avecage annual charge

Water Sewerage Total
— [ L £
Severn Trent 80 - 99 179
average of other § water and sewerage companles 101 118 219

! Comparison of average annual charges for 1994/95 (unmeasured charges)

. Average annual charge (i) 1994795
; 350 -
. 10 -

e - =

209 -

O SevernTrent [0 Other water companies

150 -
100 ~
50 -

; em——r o = or o

Q-

Equivalent cost per day per househeld
Severn Trent
Other water and sewerage companles’ average

Mazsured water charges
Water supply (excluding the former East Worcester Water Ple arca)
Sawerage

49 pence
60 pence

61,00 pence/cublc metre
45.63 peace/cubic metre

i Levels of service

Under Condition | of the Instrument of the Appointment of the Water and Sewerage Undertakers the Director General of Water Jervices requires
the Company to provide information on 2 series of levels of service indicators which compare the service provided to a specified reference level,

Company performance against OFWAT service indicators (propertles/populatlon meeting DG reference levels)

1991 1992 1993 1954
% % % %
(DG1) Raw water availability
percentage of the populatlon who live in areas where resources are adequate to meel demands, 5878 5889  99.17 99.20
(DG2) Pressure of mains water
Percentage of properties not at risk of recelving water at a pressure less than
one and 2 half atmospheres at the stop tap on the boundary of the property. 9944 9921 9938 99.53
(D63) Inzerruption to supply
Percentage of prapertles not experiencing loss of supply for more than
five interruptions for five hours, or three Intecruptions for twelve hours. 9997 9997 9399 99.99
(DG4) Waler usage restrictions
vercentage of properties affected by:
Ban on hosepipes 0.00 0.00 0.00 000
Drought orders 000 009 000 000
(0G5) Flooding from sewers
Percentage of properties where there Is ne risk of fooding from public sewers
2t 2 feequency of more than twice in ten Years, 9394 9995 9995 9994

Severn Teent Water Limited



Custosmer service

{t Response to billing queries

(DGO) Response to billing queries Response o bifling querfes ()

Responze time for replies to billing queries 100 - F=3 £ 0ver 20 bays

159 1992 1993 1994

% % % " 3 Under 20 days

Under 2 days 330 350 666 715 -
Under § days 50 415 @2 84S O ider 10 days
Under 10 days 640 8 925 928 60~ O Unéer § days
Under 2¢ days 95.0 92.4 989  99.0
Over 20 days 50 2.6 11 1.0 0- D0 Under 2 days

In 1994 there were 2.2 milllon customer contacts, The Company
has achieved for 1994 the ‘Good’ classification as measured a0 -
against OFWAT's illustrative profiles.

0 -
199 1992 1993 1594
Response to written complaints
{(DG7) Response to written complaints Response to written complatnts (%)
Response time for replies 10 written complaints 100 - 03 Over 16 days
1591 1952 1993 1994
. & % % % 0 - O tinder 20 days
Under 2 days 5.2 5.4 152 253
Under 5 days 1 00 560 sl L Under 10 days
80 -~
Undec 10 days 523 593 967 979 0 O Under 5 days
Under 20 days 818 99.4 99,8 999
Over 20 days 12.2 04 0.2 0.1 i - C} Under 2 days
The number of customer complaints received in 1994 has falien
by 324 from those received in 1993, -
The Company has achieved for 1994 the ‘Very good' classification
s meastred agalast OFWAT's llustrative profiles. b
199 19 1993 1994

Guaranteed standards scheme
In 1993/94, 99.5% of all complaints were answered within the guaranteed siandards scheme time period. Thirty-two tlaims have been
accepted foc guaranteed standard payments,

'[ New levels of service standards

As part of our commitment to provide our customers with 4 top-class' quality service, in April 1994 we introduced our own internal, tougher
standards agalnst which we will assess our performance, These resulis wiit be published.

Our own standards are:

Answering telephone calls: We alm 16 znswer calls within 15 seconds and make 30 seconds the maximum wail, However, for billing queries
at peak times we will try to fimit the maximum walt to 45 seconds.

Letters: We will respond to letters In writing, by telephone or face-to-face within five working days 75% of the time, and cestainly within

10 working days.

Appalntments: Wheneves we make 2n appotntment to meet you, we will agree to come elther in the moraing or the afternoon,

Customers who visit our offices: We always aim to make sure yov sez the right person within five minutes.

Sevem Trent Water Uimited




CoaSOmser SErvice

Customer contacts
- e e S mesedeas - = mes - - - "*.tv.\:\c‘.!-
i i i 14 Customer coaacts | ﬂcm) :
S SN B ‘o 15400 « 5
Cr‘{fLSp(‘FuLPCG LOSO 1,049 L0014 1042 ! 2000 - — rn} Eﬂﬁ r‘,n,,,z 1
_t.;_ﬁj;i_immm“ S0 sy g3 1109 wo- || b 1 | ]
F1d 1989 L2 157 2,15) 10O - }L: - }~' et —
AL G 3 s Pl et om 0 e coltfi ke of gharges . LRI : i E i i ,E l
et @0 T guaty Far cntn v 2 TR e B t ! f ; i H |n i
- L H -] [ J
191 1992 1993 1994
R TR Fin doerps wndsons ek bt e vem | e trs SR i R e
G mmmu p‘wnu.nt stdtlsms
19H 1992 1993 1994
e . 300 ‘000 900 ‘000
o peher o cusiomers paying by instaments o o6 798 837 943
o mEer _giit.n‘morscs (nnmeastred | L ar[,cs} N 114 103 37 71
"a Leientage of i unmeasuryd cLs1omers _summon:md tval B 43 39 _ ] 4 o 2.7
Yamher of disconnections Ko o, Ne. Ko,
Domestc 286 £,284 1,215 590
_Npn-domesue o - I . R £ | 269
Torcertage of customers disconnecians ["n) 0.01 0.05 0.05 0.03
Customer complaints
1951 1992 1993 1994
] e ,_'o0p 000 ‘000 "000
estamer e:on‘pl:urts 21 22 14 9
Population (Water services)
Water seprhy 6,851 6,891 6,909 7,193
sewerage 3.215 8,175 8,201 8,250
B]llcd propertics
\'Galer
tirmeastred domestic 2,555 2,544 2,541 2,612
Urmessured non-domesuc o o e 59 58
sur tetal L ... 2,606 2,600 2,670
vieastred domestic 62 92 119 159
Muastired nor-domesuic - B 166 26188
oo T w o Tms e
(ot 2,852 2,850 2,895 3,017
Sewerage 3,298 3323 3,355 3,381
\'cw con n(.cuons dm ing ) year A .
Watgr supphy 21 2 23 22
SLuErAg. 35 a7 27 25

e oy Toosr Wortar Foer stad




f2perational

Rainfall
coth Teotrgen - anaraeldl e s L) 1988 58 M43 1994 1352 199
s 'Tit:l"l FORIGR ) T e A '
fachal fmng ™Mb 8l M9 T I8 683 639 Bdz 792
ocheptemavenwe W% M5 %8 93 88 & W0 102
“c.ony Basu ‘ T ) B
Ramiall {num 842 813 856 #03 81l T 752 702 g72 797
_Jtong term average o 98 M3 o 8 M 8 & e 9
TRt Basin T ) oo ‘ '
Eaefall fmm s 685 790 747 723 676 647 576 808 785
-~ long term average 97 g% 103 101 98 92 88 7 10 107
%o %y erpuoem averape vs based on higures from 193t o 1970 Figuses r:I-:‘:c to calendas year
Severn Trent region - area rainfall
Ares ramfall (mm)
1600 ~
g2 - e T T
o T
i
-
|
26 - ,;
oo
48 1935 1986 1967 1988 1989 1990 1991 942 993
- Analysis of water into supply
1994 1992 1993 1994
L Md M/ M M
Impounding reservinrs 577 571 567 575
River abstracticns 702 703 724 726
Groundwater . 705 702 694 773
Tatal production 1,084 1,976 1,985 2,074
Treated water imports 22 19 18 17
Treated water expors un (163 (18) )
Tistal water into supply 1,989 1979 1,987 2,082

Noie ML w Megalices per day

Sevem Trenl Water Linited




Operational

~ Impounding reservoir capacities

tmpounding reservelr capagity (MI'000) « excluding Vyrnwy —1952/90 tevel w1993/ level M Maximum capacy I~ Megslitres
-
%0 - w T B e
2364 ~
150 -
. 189 ~
3 sg -
, 0-
' Apr May Jun Jui Aug Sep 111 Noy Dec Jan Feb Mar

s

i e prm g T

Fvater into supply

159 1992 1993 1994
Mt Ml MY Hd
Household demand 990 1,005 1,023 1,057
Non-househuld demand 60} 560 539 538
\E’H&r delivered to billed customers 1,591 1,565 1,562 1,595
Total water inlo supply 1,989 1,979 1,987 2,082
Company unaccousted for water as % of total water supphed 20% 21% 21% 23%
, Average weekly water demand
! Mifd ~1992/93 level  —1993/94 level MU/4 = Megalitres per day
' 2360 -
: 2200 -
! 2100 -
[ 2006 -
1900 -
Apt May fun Jot Aug Sep Oa Hav Dee Jan Feb Mar
Quality — water supply
1990 9 1992 1993
I Overall quality of drinking water "
Nember of samples 85,053 86,239 84,761 84,808
% compliance with standards 99.6% 99.6% 99.7% 99.8%
2 Microblological quality of drinking water
Water leaving treatment works
Number of samples 26,015 27,265 28,391 29,745
¢ compliance with standards 99.5% 99.9% 99,9% 79.9%
YWater at service reservolrs
Nutmber of samples 34,731 34,773 33,577 34,249
% compliance with standards 99.8% 99.9% _998% 99.8%
Water at customers' taps
Number of samples , 24907 4 22,193 20,814
% compliance with standards 98.3% 99.6% 99.6% 99.7%

g5 Severn Treal Water Linitted




i 1pe rakional

o _ W o w1
» bhyscnd and chenmical qualiy of dnaking water R ‘ o o
X3tEr Gt Custamers” 1aps ,
Nutber of samples 24,907 24,201 22,79% 20,814 .
% comphance with standards 99.5% 99.4% 69.7% 99,7% !

% orpr mbysetiar e quatty 1 based on calendar vear s accordarce with current Drlaking Watee regulations ‘
Vaevestt are caeried ot on each sample Comphance 18 based on these tssts with over §25,000 betng made dating 1993, '
Sy et gaedieds s deta'ed e the Water Supp £ Water Qualuvi regutating

e R i SRR AT w— & Tx % m D et W -

Sewage treatment |

= e s me—y Ewn r—— -

. o 1992 1993 B :
» merall eamphiance with standards ) o i
Tatal ramber of sewage tresimest works 1,048 1,026 1,015 l,Gﬂin !
nimbher of sewage treatment works faling consents 43 ' i9 20 3 ;
___umoir of ime hiwied consents 1 ] 0 r_q_ "f
2 Number of prosecutions 3 0 } 0 3
s Lomphanee of numencally conscated works - 1990 1991 1992 193
qumber of works withiy numeric consents - 752 74b 743 j@
Fverall qualts of sewage works efiluent ‘
By works 94.3% 97.3% 97.6% 97 0%
By tests 1o measure suahity N/A 98.7% 99.0% 99‘2?@
Compliance with sanitary standards (percentile) ;
By works 96.4% 98.9% . 4Y8.9% 98 8%
v 1ests 10 measure quality ‘ N/A 985% 99.0% ¥ pfé
Compliance with sanitary standards ¢ upper tier ) : /
By works 94,200 97.1% 96.4% 5.6%
B tests 1o measure quality o N/A 99.9% 99.9% 59.9% i
cempliance with noa-sastary standards 5 :
By works $0.0% £0.3% 90.0% £8.2%
By tasts 10 measure qualty N/A 99.3% 98,5 __h2% ‘

\tes Creeat gnmyar ge wab standasds re'avee b fnanei yeas Lomsy ianee of rumenealy congented works figures are hased pn calendar vears
f3tn rot avstale F oA T srdicates wk ee anformasion 15 wot readiy avalable i a form consistent with previous years !

I
I

Sludge disposal ! :
—
Meth s, 4 of shidge disposal 1941 1992 1993 1994 1994 Sludge disposal ‘l
~ tds s ‘ ldsm ﬂfd’ . ]
Farmiard 62000 65000 83,000 85670, ohe Sewage shudg | .
Landal 35000 41000 51000 43000 e §2% k
(nwnertior 21,000 29,000 27,000 28,000 removs ' ;
Sea 0 0 0 o 7 3 ;
Othse 13,000 30,000 9,000° 9,000° . .
Torad 161,000 165,000 170,000 165,000 . .
Sewage Sludge ! ¢
teratrre dry 3 iHs 10 incineration 17% sewage Studge il j;
o tandtll | |
. 1M Y. ‘
o, byad tng dee nar ol dedicats  ard was amerded thrhag -esuiied i ¢ b sewage Sludge o Sea- nl i '
b Credeg i thp Arwe st e v 27 e - sal g fanmland : H !

T

{
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Investment expenditure }
b " gt 1994 Investment oxperditure {Lm) !
. L S 4 im im o §00 + I f
el g o S et 4 i T S A . : E e e |
Gt i Ini 147 [t e '; ‘I S~ 3
P 0 His 0l *h 4040 . A ; ; ’ ; Et ’j !
S et st T R PR 1T N i
SLCFEAURE Qi amemty 1 1 4 2 ' | i I | | 3 :
rerabinnal support 8 b 9 32 ‘ us - l | f ; £ l i ! !
AN SUN RS- SR R S SN AN N B B l
B W5 By A4S ' ' N ;
[T v— o— et J— I
Araboas ot vestment experdicee 194 U M) 1594 ‘
Cartal evponduurg b 32 ah} J80 eI meRe o T -
arass mifrastrieture
exyanthire 1 103 88 65
- 05 385 530 s
thsic.ﬂ outputs
e e 1991 1992 1993 1994
Vs - added (Xmy 252 . 506 673 289
- renewals (Km} 363 562 5t 408
- telined (Xm) 1584 1,305 069 1,016
wowers - added (Km) 65 164 168 86
- improved (K s 10 35 21 8
x Approxmate number of schemes in progratime 4,100 5,000 5,000 5,500
Approxamiate number of pew starts during vear 1,000 1,000 1,200 860
i Approsiniate sua oo of schentes completed durmg year 900 1,000 1,300 1,200
Cramzge area studies completed 155 201 234 261
E Drainage area studies completed durmg vear 38 34 33 27
firainage stadv areas 260 200 261 261
Major operational schemes during year Assets
1993/94  Tolal projected costs
im me . et e ip e o e
rrankley water treaiment works 12.1 76.0 impounding veservolrs 4)
E"El’ﬁhilﬂ water (reatment works 15.2 40.0 Groundwater sources 175
Mvihe water ieatrs ent works 15.5 39.] River water Intakes 21
selbotrne water treatment works 10.0 37.2 Surface water ireatment works 25
Coleshill sludge disposai plant 13.0 259 Water supply booster stattons 674
Nethendge sewage treatment works 10.6 24.8 Service reservolrs 636
‘, Friaploy water treatment works 6.4 16.0 Malns (Km) 40,380
) [ssteswircks water treatraent works 8.6 15.2 Sewers (Km) : 50,998
Miteheldean water traament works "8 14.6 Sewape treatment waorks 1,014
s Hee ARbey cener tunnel Lacester 58 1.9 Sewage purmplog stations 2,162

s em LE e ‘r! u-W -\!{whnul[ed




Recreation and visitor facilities ,

The Company 15 committed o develap the recreation potendat snd conservation aeeds of the natural and munmade reiources In s care.
Conatryside visits are of vital importance to the quallty of ife and [t has 2iways been importait to the Comnpany, &  custodian of major Jar and
wiater resources 10 make them available to everyons, We have set ourselves new tacgets: the quality of facilities; vishor care and service; and we
7tend (o rank amongst the very best providees of countryskle recreation opportunitles, Listed below are the facilities available at {li¢ larger sites,

R S

r—

Carsington

— o

Church Wilne Lagoon

le;;vcdog

Deayeote

i Foremark

Lake Vyrawy

Lightwood

Linacre

H

Ranpantan

Dgson

Pzpplewick

: Priarslee Lake

. Shostoke

. Stanford Resarvolr

f Staunton Harold

L Stoke Bardolph Estate

Thornton

Thtesworth

Upper Derwent Yalley

l
[ Trimpley
|

Recreational facilities are also provided at other sites within the Severn Trent Water region but are not listed above.

The Compzay also publishes 2 pocket gulde o reservoirs and natre tralls and a Recreation and Conseevation annyal report,

tn addition to the recreational facilities, the Company has 2 number of educational centees and ‘Come and See’ sites. For further information
about the facilities listed above_ and publications please contact the Director of Marketing, whose address appears on the Inside front cover of

this publication.
Gure fishtng Sub-aqua Fishing lodge Nature trally Children's play area
Coarse fishing Waterakling Yisitor centre Publiz rights ol way end Dlsabled persony’ access
permlssive paths
Safling Horse ridtng Yiewing polat Access areas Cycle hlre
Sahbasrding Bied watching Car paks
Ganoelng Plente shies ol

Dengned by Do Frivercen & frinees Prockd et England by Lund Humpbries Dipasst by Fondwork
FIE reprt 46 primted ont PUerlar which Gk mgse ibars 60 per ot reewpared muttnals f ustteblonmt gur free pulps and iwwcud free and dios free Severn Trent Water Limfted 4%
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NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICE RECORD

Companies House regrets that the microfiche record for this company contain some
documents which are illegible.

The poor quality has been noted, but unfortunately steps taken to improve them were
unsuccessful.

Companies House woald like to apologies for any inconveniencs this may cause.
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