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Innovest, the New York based institutional investment
research firm, gave Severn Trent the only AAA rating
awarded in the water, wastewater and solid waste sector.
Severn Trent was commended for its commitment to 
and treatment of the environment as a source of
competitive advantage.

the environment
is our business

Annual Report and Accounts 2001

Annual Report and Accounts 2001 
You can view and download a copy 
of the group’s full Annual Report 
and Accounts on our website at
www.severn-trent.com/reports2001 
or request a copy free of charge by
contacting us using the details on 
the back cover of this report.

Financial highlights
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■ Final dividend of 28p, bringing the total for the year to 45p

■ Group turnover up 7.3% to £1,681.6 million

■ Non-regulated turnover up 30.2% to £909.0 million, and now
represents 50.6% of group turnover

■ Non-regulated profit before interest, goodwill amortisation 
and exceptional costs up 41.8% to £82.8 million of which;

– Waste Management up 44.6% to £45.7 million
– Severn Trent Services up 78.0% to £38.1 million 

■ Severn Trent Water on target to meet efficiency savings of
£70 million per annum by 2004/05 following the reduction 
in customer charges

Dividends per share pence
excluding 1997/98 final dividend enhancement

97 98 99 00 01

4
5
.0

0

4
3
.0

0

3
9
.7

6

3
6
.5

0

4
5
.0

0

1 Water £887.2m 49%
2 Waste £396.0m 22%
3 Services £350.4m 20%
4 Other £162.6m 9%

2

3

4

1

Turnover by business £m
(% of group total in 2000/01)

1 Water 4,837 34%
2 Waste 3,358 24%
3 Services 4,686 34%
4 Other 1,176 8%

2

3

4

1

Number of employees average
(% of group total in 2000/01)



2 Severn Trent Plc Annual Review 2001

Financial performance ■ Turnover fell by 9.7% to
£887.2 million (£982.1 million)
as anticipated, reflecting the
impact of lower charges to
customers following the OFWAT
determination for the five year
period beginning 1 April 2000

■ Efficiency savings in
operating expenditure of 
£26 million achieved in the
year, largely through the job
losses announced last year

■ At £320 million this year, 
the capital investment
programme is on track

Severn Trent Water is the

group’s regulated water

business. It provides high

quality water and sewerage

services to over three million

households and businesses 

in central England and parts 

of mid Wales

Water

■ The main priority for 
Severn Trent Water has been 
to out-perform the new
regulatory contract

■ Despite the fuel crisis, the
unprecedented flooding and
foot-and-mouth, Severn Trent
Water maintained its high
levels of customer service and
achieved record compliance
with water quality and other
environmental standards

■ As well as seeking new
business from commercial
customers outside its region,
the business has continued 
to develop a range of new
products and services including
the supply of telecoms, gas
and electricity services

Severn Trent Plc at a glance

Our businesses

Performance highlights

As an environmental services
company, Severn Trent Plc is 
a leading provider of water, 
waste and utility services.

The group, which includes 
Severn Trent Water, Biffa Waste
Services and Severn Trent 
Services, generates revenues 
of £1.7 billion and employs 
more than 14,000 people 
across the UK, US and Europe.

We are increasingly focused on 
the industrial and commercial
sectors where we see further
opportunities to generate future
shareholder value.
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■ Total turnover up 44.3% to
£350.4 million (£242.8 million)

■ Analytical Services turnover
nearly doubled at £155.2
million (£80.0 million)

■ Environmental Operating
Services turnover up 37.7% to
£116.5 million (£84.6 million).

■ Profit before interest,
goodwill amortisation and
exceptional costs up 78.0% 
to £38.1 million (£21.4 million)

■ Turnover up 36.0% to
£396.0 million (£291.1 million)

■ Profit before interest,
goodwill amortisation and
exceptional costs up 44.6% 
to £45.7 million (£31.6
million). UK performance
particularly strong, where 
the increase was 70.6% to
£41.8 million (£24.5 million) 
of which UK Waste contributed
some £13.4 million

Severn Trent Services
supplies products, processes

and services associated 

with water and wastewater,

including contract operations

and consultancy, to industrial

and municipal markets

Services

Severn Trent Systems provides 

IT services and software solutions

to utilities, particularly focused

upon two key areas, Customer

Management and Work and 

Asset Management.

Biffa Waste Services is the

largest single supplier of

integrated waste management

services in the UK. It is also 

a leading player in Belgium

Waste

■ A year of good progress in
integrating the business and
aligning it more closely to the
needs of customers

■ With four more US
acquisitions this year,
Analytical Services has 20% 
of the US market. It is the
market leader in both 
the US and the UK

■ Operating Services 
continued to expand its
geographic coverage in the 
US and to improve its margins

■ In Northern Italy Severn
Trent Water International has
developed a strong position 
to participate in the growing
market for regional water
service managers

■ The acquisition of UK 
Waste in September 2000
strengthens Biffa’s operations
and accelerates its already
impressive growth record

■ Integration of Biffa and 
UK Waste well under way

■ The combined business 
is on course to meet its cost
savings target of £15 million 
per annum

■ Biffa’s interest in the
production of electricity 
from landfill gas has risen 
from 25.5 MW to 70 MW 
with a potential to increase 
to 90 MW by the end of 2001

Severn Trent Property 
develops facilities in the UK

primarily for the distribution,

retail and industrial sectors.

Charles Haswell and Partners
is an engineering and project

management consultancy

working for clients in the 

UK and overseas.

Derwent Insurance 
based in Guernsey, provides

insurance cover to Severn Trent

group companies.

Systems Property, Engineering
consultancy and
Insurance



Our growth businesses – 
Biffa and Services
The biggest single event this 
year has been the acquisition 
of UK Waste at a price of around
£367 million, a figure a little
below that which we had
anticipated. UK Waste combined
with our strong Biffa business
gives us a UK market share of
about 10%. It brings with it
strengths in logistics, in recycling
and in the generation of green
energy. We are pleased to
welcome Robin Tweedale, 
UK Waste’s former Managing
Director as Landfill Director, 
along with Malcolm Saville, 
HR Director, to the Board of 
Biffa. They and their colleagues 
at Biffa are proceeding with the
integration of the two businesses.

Most importantly, the combined
operation positions the enlarged
Biffa to offer a complete system
of environmental solutions to
customers right across Britain.

Our other growth business,
Severn Trent Services, is an
international business based 
in the US. The business has a
strong position in environmental
laboratories where we are the 
UK and US market leader. We
also have a good range of skills 
in the areas of operating
contracts and purification.

On an annualised basis Biffa and
Severn Trent Services between

Chairman’s statement

The past year has advanced our strategy of turning Severn Trent from a UK
water utility into an environmental services company with strong prospects
for organic growth.

them will now contribute about
half the group’s turnover, and 
the two combined raised their
profit before interest, goodwill
amortisation and exceptional
costs by 58% year-on-year. 
This was with only a half-year
contribution from UK Waste, 
and before the release of
substantial synergies.

Our objective is to grow these
businesses and improve their
margins.

A challenging year for Water
We have spent much of the past
year getting to grips with the 
very tough regulatory regime that
the outgoing Water Regulator
imposed on the company and 
on the industry in general.

Severn Trent Water is populated
by people who have a reputation
for delivering, and the team has
knuckled down to the very
demanding targets set for them.
In particular, we are achieving 
the operating cost and capital
investment parameters that we
were set. In certain instances we
are slightly ahead of the targets,
as we should be under a system
of incentive regulation.

However, by far the biggest
problem set by the Regulator 
was his assertion that the cost 
of capital for the company was
4.75%. Not surprisingly, equity
investors and providers of debt

capital have decided that they
can get higher returns for the
same level of risk elsewhere. 
The consequence has been a
fundamental restructuring of the
water industry. Some companies,
like Thames, have sold out to
foreign companies. Other smaller
companies have come up with
complex schemes that replace
equity with mutuality. Others are
still for sale. Severn Trent likes 
to regard itself as a continuing
leader in the water industry. 
We are committed to being 
an integrated water, waste and
environmental services company. 

The key issue for the future is 
that Severn Trent Water has huge
capital investment commitments
ahead of it, if it is to provide the
quality of service to customers
that we consider to be essential.
These have to be financed 
and, provided that we are a
demonstrably efficient company,
which we are, we believe that the
Government should encourage 
the regulator to allow us to make
a level of return which investors
consider to be attractive. We are
energetically addressing these
issues with Government, as we
must if we are to maintain and
develop the right infrastructure 
for this most fundamental of all
industries. There is a real question
as to whether a regulatory
structure which comes in five year
periods can be adapted to serve
the needs of a capital intensive

4 Severn Trent Plc Annual Review 2001
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David Arculus Chairman

industry with an average asset 
life of over 60 years.

Environmental leadership 
What binds our three major
businesses together is the 
group’s commitment to
environmental leadership. 
Our capabilities are there 
to help our customers, and
particularly our business
customers, to solve their 
own environmental problems. 
These issues are of increasing
importance for business. 
The environmental future of our
planet could and should be right
at the top of the agenda for both
Government and business, and 
as business accepts new
regulatory commitments, Severn
Trent is there to help. Every
business needs to have ideals
above those of simply making
money and our customer service
and environmental leadership 
are the things that bind us as a
team of people together. We also
aim to have exemplary internal
environmental practices and 
35% of the company’s electricity
requirements are generated 
in-house, using gases from landfill
and sewage sludge digestion.

Group results 
Turnover rose 7.3% to £1,681.6
million (£1,566.6 million) despite
the turnover from our regulated
water and sewerage business
falling by 9.7% to £887.2 million
(£982.1 million). The group

turnover figure was boosted by
our non-regulated businesses,
which rose by 30.2% to 
£909.0 million (£698.3 million)
and contributed 50.6% of 
our revenues.

Group profit before interest,
goodwill amortisation and
exceptional costs fell by 14.1% 
to £400.2 million (£465.8 million).
The regulated business actually
fell by 22.0% to £330.5 million
(£423.5 million) reflecting the
tough OFWAT determination. 
Our non-regulated arm in 
total increased by 41.8% to 
£82.8 million (£58.4 million), 
the performance of Biffa and
Services combined being even
better with a 58.1% increase to
£83.8 million (£53.0 million).

On these results, the Board is
recommending a final dividend 
of 28.0p per ordinary share,
bringing the total for the year 
to an unchanged 45.0p.

Board, management and staff
Robert Walker assumed the
responsibilities of Group Chief
Executive of Severn Trent with
effect from 1 August 2000.
Robert has embraced our
agendas of customer service 
and environmental leadership and 
the need to energetically grow 
our non-regulated businesses.

The Board was strengthened
during the year by the addition 

of Dr John McAdam as a 
non-executive director. John is 
a member of our Remuneration
Committee and he also heads 
up the Paints Division of another
substantial British company, ICI.

The most important contributors
to Severn Trent’s success though
must be our staff. Their hard
work and commitment has
helped us to meet the challenges
that have been thrown at us from
all sides. Our people are actively
involved in our efforts to support
the communities in which we
operate, and also in our charitable
efforts. We concentrate these
largely on environmental causes
and were involved in the
distribution of a total of around
£2 million, with causes like 
WaterAid, The National Forest, 
our organic farm at Lake Vyrnwy
and The Wildlife Trusts, all
benefiting substantially from
Severn Trent’s support. In
addition Biffaward, the landfill 
tax credit scheme managed 
for us by the Royal Society 
for Nature Conservation has 
allocated over £24 million to
more than 300 projects since 
the start of the scheme in 1997.

For the future our focus will be 
on being a leader of the UK water
industry and further growing 
our already successful growth
businesses in Waste and Services.
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Group Chief Executive’s review

Severn Trent is changing fast.
After many years as a regulated,
UK water utility, we are vigorously
building new lines of business
and turning ourselves into an
environmental services company.
With the water business severely
constrained by UK regulation, 
Biffa and our US-based Services
business now hold the key 
to our long-term growth and
transformation.

We continue to believe that the
integrated, equity-based model 
is the right one for the water
industry and Severn Trent. 
We believe it makes for greater
efficiency and more responsive
service. It has also encouraged
innovation in the form of new
technologies and processes 
which have transformed customer
services and product quality – 
in turn these have helped us 
to develop our exportable skills.
However, the equity-based model
does depend on transparent
regulation to be successful – 
we need a framework that gives
investors a stable, long-term 
vision of the industry’s future 
and an attractive return on their
investment. Given these conditions,
Severn Trent can meet the needs
of its water customers and develop
competitive services in its newer,
non-regulated markets.

The main priorities for the group
are to build on our existing
strengths and capabilities and to
grow organically, by developing
our portfolio of businesses.

This is a real challenge for us,
especially following the OFWAT
determination in 1999. Customer
charges were reduced by almost
12%. As a result, the profits 
from Severn Trent Water were
significantly reduced. Fortunately,
our non-regulated businesses
have continued to increase in
both scale and profitability. In
1999/2000 Biffa, Services and 
all other non-regulated activities
accounted for around 42% of
group revenues and employed
60% of our people. These 
figures, now stand at 51% 
and 66% respectively.

By 2005 we aim to derive 57% 
of our group’s revenues and 
30% of our profit before interest
from these non-regulated, 
growth activities.

Since its acquisition in 1991, 
Biffa has tripled its revenues and
profits, almost entirely through
organic growth. The acquisition 
of UK Waste in September 2000
now provides us with a step-
change in scale, creating one 
of the UK’s leading integrated

waste management businesses
and a major opportunity for
further organic growth.

So far, Severn Trent Services 
has grown mainly through
acquisition, by focusing on
specific market sectors where 
we could readily apply the
expertise gained in the UK. 
Our Analytical Services business
is now the largest operator in 
the US and with others like
Operating Services and Water
Purification Solutions now
reaching critical mass, organic
growth in these businesses 
can accelerate.

Severn Trent Water is playing its
part too. While management’s
main focus continues to be 
on meeting and beating the
Regulator’s efficiency targets, 
it is pleasing to report that the
company is developing new
business opportunities like Severn
Trent Searches, Severn Trent
Energy and Severn Trent Talks.

So, across the group as a whole,
we’re looking aggressively for new
business opportunities and to
realise ambitious growth targets.

Environmental services
Together with Severn Trent Water,
all the group’s businesses operate

Turnover by business £m
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The acquisition of UK Waste further strengthens our
position as a leading player in the UK waste management
industry. It allows us to further develop Severn Trent as
an environmental services company.

transformation
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in what can be broadly deÞned 
as the environmental services
industry. A few years ago, we
added the words Òenvironmental
leadershipÓ to the groupÕs
corporate identity as part of 
our effort to drive environmental
values deep into our culture 
and vision for the company.

Increasingly, however, we are
convinced that a business case
can be made for the groupÕs
environmental servicesÕ strengths. 

In a speech, Lord Sainsbury, 
UK Minister for Science and
Innovation in the last government,
stated that the global market 
for environmental services is
currently estimated to be worth
$335 billion per annum. The
market is predicted to grow to
$640 billion within 10 years.

The Severn Trent group is well
positioned to make the most of
growth in this market. Severn
Trent Water is one of the UKÕs
largest water and wastewater
companies; Biffa is the largest
single supplier of integrated 
waste management services in
the UK; Severn Trent Services
leads the US and UK in the
provision of analytical 
laboratory services and its 
water puriÞcation and contract

operations businesses are 
major players in their markets.

The development of a market for
environmental services is a huge
opportunity for all the businesses 
in the group. As environmental
standards rise and compliance
becomes more demanding,
organisations in both the public
and private sectors are looking 
to outsourcing to help them meet
their environmental obligations.
There is much greater awareness
of the problems created by
climate change and the drive
towards sustainable development;
and stakeholder demands on
companies to become
environmentally engaged 
are increasing all the time.

Of course, new markets take 
time to develop, but IÕm conÞdent
that Severn Trent can take
advantage of opportunities 
as they emerge.

Our people
Creating value for shareholders
requires a new culture in the
group. As well as exploiting our
capabilities in the ownership and
management of a large asset
base, we are sharpening our
commercial and entrepreneurial
skills in order to sell competitive
services to business customers. 

I also welcome the 1,400 new
staff who have joined us from 
UK Waste and our other
acquisitions and add my thanks
to those of the Chairman for the
hard work of all our employees. 

Our employees have faced a
number of difÞcult challenges
over the past year; getting to
grips with the tough targets
imposed by the OFWAT
determination and the challenges
posed by integrating many new
companies into Severn Trent, 
both in the UK and the US. 

IÕm particularly grateful for 
the dedication and commitment
shown by all our employees. 
I am certain, as we look ahead,
that we can all face the future
with considerable conÞdence.

In the following pages I will
describe in more detail the
activities, achievements and
results of businesses within 
the group.

Robert Walker Group Chief Executive
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Group Chief Executive’s review 

customer focus

Our environmental strengths give us a leading 
position for creating value by solving our customers’ 
environmental problems.

2000/01 performance
In 2000/01, turnover from
Severn Trent Water fell 9.7% to
£887.2 million (£982.1 million
after customer rebates of 
£18.0 million). The reduction
reflected the impact of lower
charges to customers following
the OFWAT determination for 
the five year period beginning 
1 April 2000.

Profit before interest, and
exceptional costs fell 22.0% 
as a result to £330.5 million
(£423.5 million). There were 
no exceptional costs in the year,
whilst in the previous year these
totalled £61.1 million, of which
£52.5 million were restructuring
charges following the OFWAT
determination and £8.6 million
Year 2000 costs.

Direct operating costs of £356.0
million (excluding depreciation,
infrastructure renewals and
exceptional costs) were held at
last year’s level, despite underlying
inflation of 2%, increased costs
associated with capital schemes
and increases in bad debts and
business rates. The ability to hold
costs was achieved through cost
reductions amounting to
£26.0 million, equivalent to 
7.3% efficiency. The cost savings
have involved the loss of 1,070
jobs since November 1999. 
The business is on track to meet
targeted cost savings of £70
million per annum by 2004/05.

Depreciation, including
infrastructure renewals expenditure
reduced by £3.6 million to 
£203.2 million.

Beating the regulatory contract
In the first year of the new five
year review period, the main
priority for Severn Trent Water
has been to out-perform the
regulatory contract in terms 
of operating and capital
expenditure and the cost of
borrowing. We’ve seen good
progress on all counts and 
I congratulate the whole of the
water team for squaring up to 
the huge challenge presented 
by the regulatory regime. 

At £320 million, the investment
programme is on track. This is
lower than in previous years
partly because a new five-year
review period requires a certain
amount of time to assess
priorities. The main schemes in
the year were at Derby sewage

Turnover £887.2 million
Profit before interest 
£330.5 million

Water

Severn Trent Water is our largest operation and one of the UK’s leading water and sewerage companies.

Serving over eight million people, it supplies nearly two billion litres of high quality drinking water every 

day through 43,000 km of water mains. It also takes away used water through 53,000 km of sewers, 

treats it at over 1,000 sewage works and puts it safely back into rivers and streams. 

From left to right
In Wilmington, US, DuPont selected
Severn Trent Services’ laboratories 
as their partners to provide specialist
environmental sampling and analytical
services for their chemical manufacturing
and processing plant. The laboratories
undertake regular analysis of soil
samples and hazardous waste to enable
DuPont to constantly monitor their
environmental impacts on the site.
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Based full-time at the 3M site,
Atherstone, Biffa’s on-site contract
manager provides advice on the
collection and removal of dry, wet 
and drummed waste and recommends
improvement projects for all aspects 
of the logistics and operational activities
on the site. Another key part of his role 
is to undertake environmental monitoring
to ensure continued compliance with the
ISO 14001 certification.

Last year, Severn Trent Water supplied
730 million litres of water to the Boots
Head Office site in Nottingham, to be
used in the production of a whole range
of personal care and pharmaceutical
products. The consistency and quality 
of water is essential to ensure product
quality, so the dedicated account team
provide specialist technical and
managerial expertise 24 hours a day,
365 days a year.

reported on new alliances for the
supply of telecommunications,
gas and electricity services to
Severn Trent customers. These
products have developed well. 
We have also extended our 
range of insurance products 
and launched the very successful
Severn Trent Searches which
provides data about Severn
Trent’s services to conveyancing
solicitors. On the commercial
front, our new Water Guardian
product audits the use and
quality of water at sites supplying
food for Marks & Spencer Plc. 

Such services – and the list is
growing – show Severn Trent
using its assets and expertise 
to offer greater value to its
customers. The work goes hand
in hand with promoting the brand
and making Severn Trent more
accessible to its users. Severn
Trent Water’s new website, for
example, has won a number of
awards and includes imaginative
features such as placing a
webcam at reservoirs for the
benefit of e-birdwatchers.

Environment and community
The company continues its work
of protecting the environment and
contributing to local communities.
At almost every location, it has
worked closely with the local
Wildlife Trusts to develop site-
specific biodiversity action plans.
One result is the welcome return

use of new technology. This year
it has consolidated nine control
centres into two high-tech
Network Management Centres 
in Leicester and Wolverhampton.
A similar rationalisation of
customer call centres is also
being implemented. The company
is also using state of the art
geographical information systems
(GIS) to create an efficient, 
e-enabled, 21st century business.

New customers
Beating the regulatory contract
by cutting costs is only one aspect
of the company’s strategy. Drawing
on its brand and reputation,
Severn Trent Water is also
expanding its range of products
outside the regulated sector.

Following the Competition Act,
Severn Trent Water is seeking
new business from commercial
and industrial customers outside
its region. Recent national
accounts include Northern 
Foods and Center Parcs, where
Severn Trent Water offers an
integrated service ranging from
water supply and wastewater
treatment to assistance with
biodiversity planning.

New products and services
As well as seeking new
customers, the business has
established a new division which 
is developing a range of non-
regulated services. Last year we

treatment works and the Finham
sewage treatment works which
serves Coventry. A more
standardised approach to capital
investment has helped to cut
costs and contributed to the
year’s savings.

This was a difficult year
operationally. The fuel crisis in 
the autumn was followed by
floods which affected about 
70 of our sewage works and
pumping stations. Later, an
unusually severe frost caused 
a high level of bursts at the
beginning of January and the
foot-and-mouth crisis has made 
it difficult to access land for a
whole range of operational and
investment activities.

Service and quality
Despite the problems, Severn
Trent Water maintained its high
level of customer service and
achieved record compliance 
with water quality and other
environmental standards. 
The only slight slippage was in
our leakage target. The high level
of bursts in January took some
time to repair, then in February
and March repair teams were
unable to gain access to farmland
in some areas as a result of the
foot-and-mouth outbreak.

In its drive to cut costs and
improve its service, the water
business is making increased 

of the otter to some rivers in 
the Midlands. In 2001, the main
environmental effort is the ‘Wild,
Wet and Wonderful’ campaign
which focuses on wetland habitats
and the wildlife they support. 

The conservation theme extends
to Severn Trent’s work in schools.
In the past year, this has included
an award scheme to encourage
ideas for improving natural
habitats and a teaching aid 
on the water supply system 
in Victorian Birmingham.

Outlook
Looking ahead, the main issue
facing Severn Trent Water is
climate change with its threat 
of more winter rainfall and 
longer, drier summers. 
The business is working closely
with the regulatory authorities 
to examine the implications.
Water resource planning for the
future is critical. The company 
is seeking to persuade OFWAT
and the Environment Agency 
to support further investment 
to meet customers’ legitimate
expectations of services as we
move into the 21st century.

Severn Trent Water has supported the
initiatives that Jaguar put in place as part
of its certification to ISO 14001, the
international standard for environmental
management systems. In line with
Jaguar’s commitment to continuous
improvement and sustainable
development, Severn Trent Water’s role
includes running a water conservation
education programme for Jaguar’s
employees and the development of a
strategy to reduce water consumption.
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From left to right
Both Severn Trent Water and Biffa
provide services to Center Parcs’
Sherwood Forest site near Nottingham.
Severn Trent Water provides Center
Parcs’ sites with integrated services
ranging from water supply and
wastewater treatment to biodiversity
planning. Biffa has developed recycling
initiatives that provide a range of
recycling containers at the site to
encourage visitors to segregate waste
such as paper, magazines and glass.

Group Chief Executive’s review 

Biffa continues to build its portfolio of
integrated waste contracts handling
multiple waste streams for customers
such as 3M. Fully trained operating
teams work to the highest standards and
in compliance with all relevant legislation
using specialist knowledge and resources
to help our customers meet their
environmental responsibilities.

contributes new management
talent as key UK Waste employees
are integrated into the group.

The Biffa team is working
energetically to integrate the 
two businesses. With the 
physical merger now complete,
Biffa is well on course to meet 
its synergy savings target of 
£15 million a year. 

Collection 
Collection turnover in the 
UK increased by 40.3% to 
£212.7 million (£151.6 million).
More than 10 new major account
contracts were secured including
Gehe UK plc. Gehe are a market
leader in retail and wholesale
pharmaceuticals, who appointed
Biffa to manage its considerable
amounts of general dry waste,
specials and the disposal of
controlled drugs. Gehe is also 
a member of the Biffpack
packaging compliance scheme.

Success has continued in the
Public Sector where contracts
have been renewed at Stratford
for a further seven years and in
Penwith, Cornwall, where Biffa 

In its six months of ownership, 
UK Waste has contributed an
estimated £13.4 million to 
Severn Trent’s profit before
interest, goodwill amortisation
and exceptional costs.

UK Waste acquisition
The acquisition of UK Waste 
in September 2000 strengthens
each of Biffa’s operations and
provides even more opportunities
for growth. Following the
acquisition, Biffa is now the 
UK’s largest single supplier of
integrated waste management
services. In a business where
transport logistics management 
is vital, UK Waste adds economies
of scale to Biffa’s already well
managed collection business. 
It also makes the landfill
operation more efficient by
adding eight large sites to the
portfolio, increasing our landbank
and power generation capacity.
And importantly, as the EU
Landfill Directive seeks to divert
waste away from landfill, it 
brings strong capabilities in
recycling and waste treatment.
The acquisition also expands
Biffa’s geographic coverage and

2000/01 performance
Biffa’s turnover in 2000/01 
rose by 36.0% to £396.0 million
(£291.1 million), with only 
a six month benefit from the
acquisition of UK Waste in
September 2000. UK turnover
rose 42.4% to £353.7 million
(£248.3 million), while Belgian
turnover fell by 1.2% to 
£42.3 million (£42.8 million).

Profit before interest, goodwill
amortisation and exceptional
costs rose 44.6% to £45.7 million
(£31.6 million). After goodwill
amortisation of £8.7 million 
(£0.6 million) most of which
arose from the acquisition of 
UK Waste in the year, profit
before interest and exceptional
costs was £37.0 million (£31.0
million) of which £33.2 million
(£23.9 million) was generated 
in the UK and £3.8 million 
(£7.1 million) in Belgium.

With one-time restructuring costs
following the acquisition of UK
Waste amounting to £15.5 million
(£nil), total profit before interest
was £21.5 million (£31.0 million).

Turnover £396.0 million
Profit before interest*
£45.7 million

Waste

Now handling around 10% of the UK’s waste, Biffa offers waste services to industry, commerce, retail

customers and the health and public sectors. Its three operating divisions cover the spectrum from

collection to sorting, recycling, treatment and ultimately disposal of non-hazardous and hazardous waste

streams. The company also manages the UK’s second largest packaging compliance scheme – Biffpack 

and has one of the most respected landfill tax credit schemes – Biffaward.

*and before goodwill amortisation 
and exceptional costs
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Our reputation for environmental leadership offers 
a long-term, sustainable route to differentiating our 
business and creating competitive advantage.

leadership

In Italy Severn Trent Water International,
through the joint venture company
ISECO, is working in partnership with the
Region of Valle d’Aosta to provide water
and environmental services throughout
the valley, utilising our UK experience of
managing a region’s needs.

The world’s largest industrial commercial
wastewater treatment plant is located at
the DuPont Chambers Works site in

Deepwater, New Jersey. Among its many
operations is the treatment and disposal
of liquid industrial wastes which may be
transported into the facility by tanker.
Just as DuPont ensures that its customers
properly treat their wastes, Severn Trent
Services through its reliable, quality
assured analytical laboratory services
helps DuPont maintain compliance with
environmental regulations.

has now managed the contract
since 1983. In South Staffordshire 
a five year contract commenced
last September providing
household collections to over
42,000 properties. Street
sweeping contracts have been
secured in Ashford and on the
Isle of Wight where we will be
sweeping over 500 miles of roads. 

Landfill 
Landfill turnover in the UK
increased by 51.5% to £113.2
million (£74.7 million). Following
the acquisition of UK Waste,
Biffa’s interest in the production
of electricity from landfill gas 
has risen from 25.5 MW to 
over 70 MW with potential to
increase the amount to nearly 
90 MW by the end of 2001. 
Our 38 sites provide 84 million
cubic metres of landfill with a
further 35 million cubic metres
under development. 

Special Waste 
Special Waste turnover in the 
UK increased by 26.4% to 

£27.8 million (£22.0 million).
Biffa continues to build its
portfolio of integrated waste
contracts handling multiple waste
streams for customers such as
3M and Texaco. The acquisition 
of UK Waste enhances our 
special waste treatment facilities
throughout the UK, providing
nationwide expansion
opportunities. Special waste
services are about providing
innovative solutions and we
continue to pioneer new
treatment techniques and
recycling developments to 
deal with hazardous materials.
Through Biffa Waste Water a 
joint venture with Severn Trent
Water we manage organic waste
streams into eight of Severn Trent
Water’s sewage treatment works.

Belgium
Turnover in the year amounted 
to £42.3 million (£42.8 million).
After three very strong years, the
landfill operation in Belgium saw
a drop in revenues as one of its
major customers diverted its

business to a new landfill of 
its own. In addition, the big 
municipal incinerators in Germany
have reduced their prices to
maintain volumes and have
therefore attracted more business
from Belgium. The collection 
and special waste businesses
continued to perform satisfactorily.

With the changes in landfill, 
it is inevitable that profits from
Belgium will be lower in the
future. Nevertheless, the business
continues to make good returns. 
It is also a useful window onto the
Continent where waste legislation
and recycling techniques are
some way ahead of the UK. Our
recycling plant in Antwerp
provides expertise in advanced
special waste treatments and our
collection activity has experience
of separation and sortation
activities, which we expect to
apply in the UK in future years.

Government Waste Strategy
It was also a good year for Island
Waste Services, operating the

integrated collection, recycling
and disposal contract for the 
Isle of Wight council. With limited
landfill on the island, the 
contract has a strong focus 
on a combination of recycling,
composting and using waste 
to generate fuel. The proportion 
of waste diverted from landfill
stands at 45% – well ahead 
of the UK government’s target.

Across the UK, Biffa now diverts
700,000 tonnes of waste away
from landfill every year. It is now
the biggest independent recycler
of paper and card in the waste
management industry. It also
pioneers initiatives in the recycling
of glass, wood, construction and
demolition waste. 

Environment and community
Biffa has an active environmental
and community programme. 
The funding comes mainly from
Biffa's landfill tax credits, which
are administered by the Royal
Society for Nature Conservation
under the fund name Biffaward.
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Group Chief Executive’s review 

innovation
Our business approach of harnessing the expertise of our
people and developing innovative technologies has helped
us develop transferable skills.

The scheme distributes in excess
of £10 million a year to projects
around education, recycling and
waste minimisation.

Biffaward has funded a number
of research studies into the 
flows of different resources
through the economy, focusing 
on specific materials, industries 
or geographical areas. This is of
fundamental importance to the
cost effective management of
resource flows especially at 
the stage when the resources
become ‘waste’.

Outlook
Biffa faces the future with a
leading position – and probably
the lowest costs – in the most
attractive waste market in Europe.
Unlike most Continental countries,
the UK has still to enact much of
the waste legislation emanating
from the EU – in particular, the
requirement to reduce the use 
of landfill. As the UK government
implements its waste strategy, 
the proportion of waste going 
to landfill is expected to fall from
85% to around 35% by 2010
with a consequent rise in

2000/01 performance
The business continued its 
rapid growth in revenues with 
turnover rising 44.3% to 
£350.4 million (£242.8 million).

Profit before interest, goodwill
amortisation and exceptional
costs rose by 78.0% to 
£38.1 million (£21.4 million), 
with the most significant growth

coming from outside the 
United Kingdom (principally 
the US) where profits were 
up 57.7% to £33.6 million 
(£21.3 million). 

Turnover £350.4 million
Profit before interest 
£38.1 million*

Services

Severn Trent Services is one of the leading environmental services companies in the US. Focusing on

commercial, industrial and municipal customers, it offers analytical services, water purification products,

operating services, pipeline rehabilitation and repair services, and an international arm serving customers

outside the US.

recovery, recycling, waste
treatment and other solutions. 

These future trends play directly
to Biffa’s strengths. In an
increasingly complex
marketplace, the enlarged Biffa
business has the collection
volumes to operate efficiently 
and the treatment and disposal
skills to handle the growing range
of waste management solutions 
that are now required. It is well
placed for future organic growth. 

Waste continued

From left to right
The ‘Data Monitor’ service from 
Severn Trent Water provides a remote
monitoring service that can synchronise
all utility meter readings. This innovative
new system allows data captured to be
accessed by customers via a secure
website enabling customers to share
information across all of their sites. 

*and before goodwill amortisation
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With goodwill amortisation in the
year of £8.5 million (£5.7 million)
and no exceptional costs (£3.5
million), profit before interest was
£29.6 million (£12.2 million).

An integrated business
Following a large number of
acquisitions in the 1990s, the
team at Severn Trent Services 
are welding the business into 
one cohesive whole and shifting
the focus to organic growth. 
This year has seen good 
progress in introducing new
management, cutting costs,
integrating products and services,
aligning the organisation more
closely to the needs of customers
and promoting the Severn Trent
brand. Instead of offering stand-
alone products, the business
increasingly presents itself as 
an integrated provider of
environmental solutions. 

Analytical Services
Turnover in the year nearly
doubled to £155.2 million 
(£80.0 million).

With four more US acquisitions
this year, Analytical Services 
has coast-to-coast coverage,
making it easier to promote 
the service to large national
customers. It already serves 
80 of the Fortune 200 
companies and a larger,
refocused salesforce is 
working hard to win more.

Building on the quality of its
laboratory testing, the analytical
business is expanding its service
to include the collection and
preparation of samples – resulting
in more accurate data and better
value for customers. It is also
developing data delivery systems
that give customers faster and
easier access to test results via
the internet.

Helped by the acquisition of
Hyder Laboratories in April 2000,
the analytical business has also
consolidated its leadership and
continued to grow in the UK. 
We are now the leading analytical
services business in the UK.

Water Purification Solutions
It was a difficult year for Water
Purification Solutions, mainly
because much of its business 
is with UK water companies 
and these have been slow to 
start their new, five-year capital
programmes. Nevertheless, 
it finished the year with a 
strong order book for 2001/02. 

Having so far consisted of a large
number of individual companies,
the purification business has
been re-structured along product
lines. Its main divisions are
disinfection products (including
the innovative Electrochlor
technology that allows chlorine 
to be manufactured at the point
of use) and filtration products,
including new capabilities in

membrane technologies. With a
widening spectrum of products,
services and technologies in each
division, the business is better
equipped to provide appropriate
solutions to its customers.

Turnover in the year was 
virtually static at £78.7 million
(£78.2 million).

Operating Services
Turnover in the year increased 
by 37.7% to £116.5 million
(£84.6 million).

Severn Trent Environmental
Services is a leading US manager
of municipal and industrial 
water and wastewater systems.
During the year it completed 
two more acquisitions to expand
its geographic coverage and to
strengthen the pipeline operation.
Following the introduction of 
new management in 2000, 
the business has improved 
its margins and contract 
renewal rate.

The business continues to
commercialise its innovative, 
no-moving-parts water meter 
and a new process that minimises
the amount of arsenic that
naturally occurs in drinking water.
There is large potential demand
for both of these products.

Severn Trent Water International
(STWI) applies the group’s water
management expertise around

the world. In Western Europe,
where water and waste services
are opening up to the private
sector, STWI has significant
operations in Belgium, Portugal
and Italy. Of these, Italy currently
offers the best prospects for
growth. STWI has acquired four
water operations companies in
Italy and is well placed to 
expand as the country moves 
to management through regional
water companies. It recently 
bid for the regional contract 
at Latina near Rome and awaits 
the outcome.

STWI is also managing the
group’s bid for a major water 
and waste management contract
for the Ministry of Defence in 
the UK. Its consultancy arm,
meanwhile, is currently
undertaking work in a range of
countries but particularly central
and Eastern Europe and in Africa.

Outlook
The environmental services
market is growing and the
business is strongly positioned 
in its chosen sectors. We expect
the acquisitions and restructuring
of recent years to begin paying
off in a phase of profitable
organic growth. Our plans are 
to expand more into the 
industrial and international
markets that represent 
enormous growth potential.

Biffa Environmental Services working 
at the Texaco Refinery in South Wales,
use a specialist vacuumation unit to
transport and remove various catalyst
and sludges from the site. Biffa’s special
waste services are about providing
innovative solutions and we continue 
to pioneer new treatment techniques 
and recycling developments to deal 
with hazardous waste materials.

Biffa offer customers a cost effective
management service that collects,
separates, treats and recycles waste 
on and off-site, significantly reducing 
the amount of materials going into the
ground. Our approach to landfill is not
only innovative but we also take a strong
ethical stance with regard to the materials
we are prepared to accept at our sites.

During the year, the innovative
ElectroChlor on-site, on-demand chlorine
gas generator developed by Capital
Controls, a part of Severn Trent Services,
was awarded an Institution of Chemical
Engineers award for Excellence in Safety
and Environment. The system removes
the danger involved in bulk chlorine
leakage and underlines the group’s
commitment to the provision of solutions
for a safer and cleaner environment.

Severn Trent Services’ Edison facility,
located in the highly industrialised 
north-east region of the US, consists 
of over 42,000 square feet of laboratory
space that houses state-of-the-art
equipment and software. Its innovation 
is demonstrated by its electronic data
delivery capabilities and secure internet
data access available to its customers.
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Group Chief Executive’s review From left to right
Tibbett & Britten, a leading logistics
services provider have increased 
their space at Daventry International 
Rail Freight Terminal (DIRFT), by more
than 50%. DIRFT, a subsidiary of Severn
Trent Property, connects to the West
Coast Mainline, giving links to continental
Europe via the Channel Tunnel. Both
Tibbett & Britten distribution centres
have their own separate connections 
to the mainline via the railport.

Our market leading analytical services
business made four more US acquisitions
throughout the year. Already serving 
80 of the Fortune 200, its coast-to-coast
coverage of more than 30 laboratories
creates an ideal opportunity to promote
its services to national customers.

Turnover £70.0 million

Systems

Severn Trent Systems is a leading provider of software products and consultancy services. Dedicated to 

helping utility clients achieve higher levels of operational efficiency and customer service, the company’s

solutions are used by electric, gas, water and telecommunications industries world-wide. In particular, software

solutions focus upon two key areas of utility operations, Customer Management and Work Management.

2000/01 performance 
Total turnover in the year was
£70.0 million (£86.7 million),
generating a loss before interest
and goodwill amortisation of 
£5.4 million (£2.5 million).

Strategic review
In line with the strategic review 
of Severn Trent Systems, the IT
Services division has continued 
its development of systems for
other group companies. Notable
areas of development are asset
management, e-commerce,
mobile fieldworking and Intranet. 

The strategic review also
indicated that the software

products division must achieve
greater economies of scale 
and access to wider market
opportunities through alliances
with other IT vendors. 

In the case of Stoner Associates,
this has been achieved through
its disposal to the Lattice Group
shortly after the year-end for 
US $26 million (£18.2 million).

The Work Management product
achieved an exceptionally strong
first half-year but suffered a
decline in revenues in the final
quarter because of economic
conditions in the US. However,
investment has continued in 

an innovative product set and 
strong revenues are forecast for
next year. Where possible, these
will be enhanced by stronger
commercial relationships 
with systems integrators and
other trading partners.

Within the software products
division, we have continued 
to experience problems with 
CIS Open Vision, our billing and
customer information system. 
The product continues to require
significant investment to resolve
issues arising from delivery of
existing contracts.

Turnover £92.6 million

Property, Engineering consultancy and Insurance

Severn Trent Property was originally established to exploit the development potential of land becoming

surplus to requirements of Severn Trent Water. However, in recent years it has undertaken a number of

projects on sites acquired from third parties primarily for the distribution, retail and industrial sectors.

Charles Haswell and Partners is an engineering design consultancy that works for Severn Trent Water and 

a range of external clients. Derwent Insurance provides insurance cover to Severn Trent group companies.

2000/01 performance 
Total turnover from the three
businesses in the year was 
£92.6 million (£77.7 million),
generating profit before interest,

and exceptional costs of 
£4.4 million (£7.9 million).

Property
The largest of the Severn Trent

Property sites, the 174 hectare
site at Daventry, Northants, which
includes the International Rail
Freight Terminal (DIRFT), enjoyed
another strong year. Both the 
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growth

Through a number of strategic
acquisitions in Northern Italy, STWI has
developed a strong position to participate
in the growing market for regional water
service managers. “La Biodepuratrice”
based near Bergamo provides
wastewater services to many
communities in the Bergamo region.

Drawing on its brand and reputation,
Severn Trent Water is expanding its range
of products outside the regulated sector.
Severn Trent Energy is only one product
in a line of services that enable us to use
our assets and expertise to offer greater
value to our customers.

Our businesses are meeting the needs of our water
customers as well as developing services in their newer, 
non-regulated markets.

260,000 sq ft development for
Ingram Micro and the new rail
linked building for W H Malcolm
Limited were completed in June
2000. The construction of a new
cold storage facility for Tesco 
is nearing completion and the
construction of a second rail
linked distribution building of
300,000 sq ft for Tibbett &
Britten Plc, is due for completion
in the summer. This will complete
the development of DIRFT South.

Severn Trent Property has a 51%
interest in Thorpe Park, Leeds, 
a site on 65 hectares of land
adjacent to the A1/M1 link. The
site has planning permission for
development of a business park
providing up to 1.2 million sq ft
of office space. The construction
of the elongated junction, which
will provide the main motorway
connection onto Thorpe Park is
underway, and is scheduled for
completion in spring 2002. Shire
Hotels will be opening a four star
hotel and conference facility early
next year. A 40,000 sq ft office/call
centre facility was sold at the end
of the financial year to Time
Retail Systems whilst contracts
have been exchanged with Cable

& Wireless Communications for 
a 22,000 sq ft office building due
for completion in September.

At Roway Lane, Oldbury, a former
sewage works has been reclaimed
and the first plot sold to Bestway
Plc for an 85,000 sq ft wholesale
cash and carry warehouse. 
During the year a number of
former Severn Trent Water sites
have been granted planning
permission and development of
these is expected to be brought
forward over the next 12 months.

Engineering consultancy
Charles Haswell and Partners
Limited continues to develop its
client base, providing engineering
consultancy and project
management services. Haswell
has long-standing relationships
with a number of companies in
the water sector, as well as with
companies outside the sector,
including London Underground,
Transco, Railtrack and Associated
British Ports. The company has
recently secured commissions on
a number of prestigious projects
including Dublin Port Tunnel and
the Channel Tunnel Rail Link, 
and has expanded its overseas

interests to include support to 
key projects in Singapore and
Hong Kong.

Insurance
Derwent Insurance, based in
Guernsey, provides insurance cover
to Severn Trent group companies. 

Sustainable
development
Severn Trent understands that it
has responsibilities to society and
will respect these while developing
its plans to grow and be successful.
To meet these responsibilities the
company has set down its values
and its vision for the future and
developed a code of business
principles and conduct. Altogether,
the values and vision statements
and the code underpin the
strategies that guide the
company’s business activities.

These are expansionary times 
for Severn Trent. Not only are 
our individual businesses 
poised to grow organically, 
but we have the opportunity 
to lift the game to a new level 
by tapping into the market for
integrated environmental services.
I expect another exciting year.

Following the acquisition of UK Waste 
in September 2000, Biffa is now the 
UK’s largest single supplier of integrated
waste management services employing
more than 4,000 people in the UK and
Belgium. The acquisition strengthens
each of Biffa’s operations and provides
an opportunity to build on the
achievements of both companies. 
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Board of Directors

5 John McAdam BSc PhD (53)*
Dr McAdam joined the Board 
on 18 September 2000. He is 
a member of the Board of ICI
PLC where he is Executive Vice
President Coatings and Chief
Executive Officer of ICI Paints,
and Executive Vice President
Research, Development and
Technology. He oversees ICI’s
activities in Asia. He joined ICI 
in 1997 following the acquisition
of the Specialty Chemicals
business from Unilever, where 
he held a number of senior
positions in Quest International,
Birds Eye Walls Ltd and
Unichema International.

6 Clare Tritton BA QC (65)*
Mrs Tritton joined the Board in
November 1991. She is also a
Trustee Director of certain of the
Severn Trent pension schemes.
Mrs Tritton has wide legal
experience with emphasis on
European Community Law and
particularly on competition law.
She served on the Monopolies
and Mergers Commission and 
on FIMBRA until May 1998. 
Mrs Tritton is Chief Executive of
Throckmorton Estates and was,
until recently, a non-executive
Director of the Birmingham 
Royal Ballet Trust Company.

1 David Arculus MA MSc 
Chairman (55)*
Mr Arculus joined the Board 
in May 1996 as a non-executive
Director and was appointed
Chairman on 29 July 1998. 
He is currently the Chairman 
of IPC Group Ltd. He was 
Chief Operating Officer of 
United News and Media Plc from
April 1997 until March 1998.
Before this he was the Group
Managing Director of Emap Plc,
the international media company,
where he played a significant role
in the growth of that company.
Mr Arculus was formerly a
journalist and a producer at 
the BBC and is a non-executive
Director of Barclays plc and 
The Guiton Group Plc.

2 Robert Walker MA (56)
Mr Walker joined the Board in
May 1996 as a non-executive
Director. He was appointed
Deputy Group Chief Executive 
in July 1999 and became Group
Chief Executive in August 2000.
He has previously worked for
Procter & Gamble, McKinsey 
and Company and most recently
PepsiCo Inc. where he was a
Division President. Mr Walker 
is currently a non-executive
Director of Wolseley Plc.

3 Andrew Simon OBE BSc 
MBA (56)*
Mr Simon joined the Board in
October 1986 and is the senior
independent non-executive
Director. He was formerly
Chairman of the Evode Group 
Plc and is now a non-executive
Director of Associated British
Ports Holdings Plc, Hampson
Industries Plc and Property
Internet plc and is on the
Supervisory Board of SGL 
Carbon AG in Germany and on
the Board of Finning International
Inc. in Canada. Mr Simon is 
also Executive Vice-Chairman 
of Diamant Boart S.A. in Belgium
and non-executive Chairman 
of Zeus Group Ltd.

4 Alan Costin FCA (58)
Mr Costin joined the Board 
as Group Finance Director in 
May 1992. He is also a Trustee
Director of certain of the 
Severn Trent pension schemes. 
Mr Costin is a Chartered
Accountant with many years’
experience and was previously
Finance Director of Lex Service Plc.

1 2 3 4

5 6
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7 Brian Duckworth BA FCCA
FCIWEM FIWO (52)
Mr Duckworth joined the Board
in November 1994. He has been
with Severn Trent since 1974 
and has worked in various roles. 
Mr Duckworth was appointed
Managing Director of Severn
Trent Water Limited on 1 April
1995 and prior to this he was
Customer Services Director. 
He is also Chairman of Severn
Trent Water International Ltd 
and a number of the group’s
other principal subsidiaries. 
Mr Duckworth is currently
President of the Institution 
of Water Officers and, until 
April 2000, he was Chairman 
of Water UK, the water industry’s
trade association.

8 John Banyard BScEng FEng
FICE FCIWEM (56)
Mr Banyard joined the Board in
January 1998. He is an executive
Director of Severn Trent Water
Limited with responsibility for
asset management. He is also 
a Director of UK Water Industry
Research Limited, a member of
the Court of Cranfield University
and the Royal Academy of
Engineering Visiting Professor 
of Water Engineering at
Loughborough University. 
Mr Banyard is a Chartered 
Civil Engineer and has worked 
in a number of engineering roles
within the group since joining
Severn Trent in 1974. He was
elected a Fellow of the Royal
Academy of Engineering in 1997.

Board Committees
Membership of Board Committees 
is as detailed below:

Audit Committee
A H Simon (Chairman)
T D G Arculus
F A Osborn
Secretary – P P Davies

Charitable Contributions Committee
B Duckworth (Chairman)
A H Simon
Secretary – P P Davies

Environmental Advisory Committee
F A Osborn (Chairman) 
T D G Arculus
M J Bettington
W R Cook
B Duckworth
J W Oatridge
R M Walker 
Secretary – P P Davies

Executive Committee
R M Walker (Chairman)
T D G Arculus
J K Banyard
M J Bettington
R A S Costin
B Duckworth
Secretary – P P Davies

Remuneration Committee
M C Flower (Chairman)
T D G Arculus
Dr J D G McAdam
Secretary – P P Davies

Nominations Committee
T D G Arculus (Chairman)
M C Flower
A H Simon
Mrs C Tritton
Secretary – P P Davies

Treasury Committee
E E Anstee (Chairman)
T D G Arculus
R A S Costin
M C Flower
T E Jack
R M Walker
M R Wilson
Secretary – P P Davies

Senior independent non-executive Director
A H Simon, OBE, BSc, MBA

Group General Counsel and Company
Secretary
P P Davies, LL.B. Solicitor

9 Martin Flower BA (54)*
Mr Flower joined the Board in
June 1996. He is group Chief
Executive of Coats plc. During 
his career at Coats he has been
based in different parts of
Europe, Asia Pacific and South
America. He has a particular
interest in and knowledge of
European and EU affairs. 
Mr Flower is also a non-executive
Director of William Prym of
Stolberg in Germany.

10 Eric Anstee FCA (50)*
Mr Anstee joined the Board in
July 1999. He became Chief
Executive – Financial Services of
Old Mutual Group in June 2000,
having been Group Finance
Director since November 1998.
Prior to that, he was Group
Finance Director of The Energy
Group PLC, which was acquired
by Texas Utilities in 1998, and
Group Finance Director of
Eastern Group plc between 
1993 and 1995 on its acquisition
by Hanson plc. Before joining
Eastern, he was a senior partner
with Ernst & Young and a
member of the Management
Board of the Management
Consultancy arm. He is a
member of the Accounting
Standards Board’s Urgent 
Issues Task Force and a member 
of the Senate of the Institute of
Chartered Accountants in
England and Wales.

9 10 11 12

11 Derek Osborn CB (60)*
Mr Osborn joined the Board on
21 September 1998. He is also 
a non-executive Director of
Severn Trent Water Limited and
Biffa Plc. Mr Osborn is a leading
figure in the environmental 
world. He was chair of the 
UK Round Table on Sustainable
Development from 1999 to 2000
and remains a member. He has
been Chair of UNED Forum since
1996 and of the International
Institute for Environment and
Development since 1998. 
He is chair of Jupiter Global
Green Investment Trust and 
of the international advisory 
board of ERM CVS. He was
Director General of Environment
Protection in the Department 
of the Environment from 1990 
to 1995 and Chairman of the
Management Board of the
European Environment Agency
from 1995 to 1999.

12 Martin Bettington BSc
MechEng MBA (48)
Mr Bettington joined the Board 
in November 1994. He is the
Managing Director of Severn
Trent’s waste management
business, Biffa Waste Services. 
Mr Bettington was previously
employed by BET Plc, Biffa’s
former holding company. 
He holds an MBA from
Manchester Business School.

* Non-executive Director

7 8
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We have examined the summary
financial statement of Severn 
Trent Plc.

Respective responsibilities of
directors and auditors
The Directors are responsible for
preparing the Annual Review 2001
in accordance with applicable law.
Our responsibility is to report to
you our opinion on the consistency
of the summary financial
statement within the Annual
Review 2001 with the annual
accounts and Directors’ report and
its compliance with the relevant
requirements of Section 251 of the
United Kingdom Companies Act

1985 and the regulations made
thereunder. We also read the other
information contained in the
Annual Review 2001 and consider
the implications for our report if 
we become aware of any apparent
misstatements or material
inconsistencies with the summary
financial statement.

Basis of opinion 
We conducted our work in
accordance with Bulletin 1999/6, 
‘The auditors’ statement on the
summary financial statement’
issued by the Auditing 
Practices Board for use in 
the United Kingdom.

Opinion
In our opinion the summary
financial statement is consistent
with the full annual accounts and
Directors’ report of Severn Trent
Plc for the year ended 31 March
2001 and complies with the
applicable requirements of
Section 251 of the Companies
Act 1985, and the regulations
made thereunder.

Chartered Accountants and
Registered Auditors, Birmingham
6 June 2001

Independent auditors’
statement to the members
of Severn Trent Plc

Principal activities
The principal activities of the
group continued to be the supply
of water and sewerage services,
waste management and the
development of utility services. 
A review of the group’s business
activities, their performance and
future developments can be
found on pages 6 to 15.

Final dividend
Subject to approval at the 
Annual General Meeting the
recommended final dividend 
of 28.00p (28.00p) net for each
ordinary share will be paid on 
1 October 2001 to shareholders
on the register at the close of
business on 29 June 2001.

Directors
Details of the current members 
of the Board are shown on pages
16 and 17.

Dr J D G McAdam joined the
Board as a non-executive Director
on 18 September 2000 and in
accordance with the Articles of
Association of the company he
will retire at this year’s Annual
General Meeting and offer 
himself for re-appointment.

Mr J K Banyard, Mr B Duckworth
and Mr F A Osborn retire from
the Board by rotation in
accordance with the Articles of
Association of the company and,
being eligible, offer themselves
for re-appointment.

Corporate governance
The Board is committed to
business integrity and
professionalism in all its activities.
As part of this commitment the
Board supports the highest
standards of corporate
governance and the development
of best practice. The Annual
Report and Accounts 2001

contains the full Corporate
Governance statement.

Health and safety
The company continues to 
pro-actively address the
management of health and 
safety issues across the group.

Employees
The company’s Code of Business
Principles and Conduct was
formally endorsed by the Board
in December 2000. A summary 
of these main principles appears
on the group website.
(www.severn-trent.com).

The company continues to
recognise the external and
internal benefits of formal quality
accreditation schemes for areas
such as people management
processes. In the UK this is
formalised under the Investors 
in People scheme which is in
place, or being pursued in many
parts of the group, including the
corporate headquarters.

It has been recognised that the
benefit preferences of our
employees vary as their lifestyles
change. To accommodate this a
flexible benefits package has
been introduced into a number 
of pilot areas. It is envisaged that
this will be significantly extended
over the next 2-3 years.

Significant efforts are made to
ensure that the company not only
meets the minimum requirements
of local employment legislation in
each of the countries in which we
have employees but it also seeks
to operate at best practice levels.

The company continually reviews
its equal opportunity policies and
management practices to ensure
it complies with, not only the
company’s Code of Business
Principles and Conduct, but also

with the legislative requirements
for each of the countries (or
States) in which it operates.

Long Term Incentive Plan
A resolution will be proposed 
at this year’s Annual General
Meeting to increase the
maximum annual allocation 
of shares that can be made 
to an individual under the 
LTIP. Further details of this 
proposal are contained in the
Shareholders’ Guidance Notes.

Articles of Association 
A special resolution will be
proposed at this year’s Annual
General Meeting to amend the
Articles of Association of the
company. The proposed
amendments are to increase the
maximum aggregate fees which
may be paid to non-executive
Directors and to make provision 
for the use of electronic
communications between the
company and its shareholders.
Further details of the proposed
changes may be found in the
Shareholders’ Guidance Notes.

Auditors report
The auditors’ report on the full
annual accounts of the group for
the year ended 31 March 2001
was unqualified and did not
contain a statement under either
section 237(2) (accounting
records or returns inadequate 
or accounts not agreeing with
records and returns) or 237(3)
(failure to obtain necessary
information and explanations) 
of the Companies Act 1985.

By order of the Board
P P Davies LL.B Solicitor
Group General Counsel 
and Company Secretary
6 June 2001

Summary Directors’
report

Important note: The summary
financial statement does not
contain sufficient information 
to allow a full understanding of
the results of the group and of
the state of affairs of the
company or of the group. For
further details, the Annual Report
and Accounts for 2001, which
includes the Directors’ report 
and the Auditors’ report on the
financial statements, should be
consulted. Shareholders have 
the right to demand, free of
charge, a copy of the group’s 
full Annual Report and Accounts.

Summary financial statement
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Total
Continuing Total continuing
operations Acquisitions 2001 2000

£m £m £m £m

Turnover 1,563.8 117.8 1,681.6 1,566.6

Operating costs before goodwill amortisation and 
exceptional costs (1,188.7) (101.5) (1,290.2) (1,109.4)
Goodwill amortisation (8.8) (8.6) (17.4) (6.4)
Exceptional restructuring costs – (15.5) (15.5) (56.1)
Exceptional Year 2000 costs – – – (8.6)

Total operating costs (1,197.5) (125.6) (1,323.1) (1,180.5)

Group operating profit/(loss) 366.3 (7.8) 358.5 386.1
Share of operating profit of joint ventures and associates 8.8 – 8.8 8.6

Profit before interest, goodwill and exceptional costs 383.9 16.3 400.2 465.8
Goodwill amortisation (8.8) (8.6) (17.4) (6.4)
Profit before interest and exceptional costs 375.1 7.7 382.8 459.4
Exceptional costs – (15.5) (15.5) (64.7)

Profit/(loss) before interest 375.1 (7.8) 367.3 394.7
Net interest payable (161.1) (120.7)

Profit after interest before exceptional costs 221.7 338.7
Exceptional costs (15.5) (64.7)

Profit on ordinary activities before taxation 206.2 274.0
Taxation on profit on ordinary activities (12.4) (22.1)

Profit on ordinary activities after taxation 193.8 251.9
Equity minority interests (0.4) –

Profit for the financial year 193.4 251.9
Dividends (including non-equity dividends) (154.5) (154.0)

Retained profit for the financial year 38.9 97.9

Earnings per share (pence)
Basic 56.5 73.8
Basic before exceptional costs 61.0 92.8

Summary group profit 
and loss account
Year ended 31 March 2001

Summary group 
balance sheet
At 31 March 2001

2001 2000

£m £m

Fixed assets 5,304.5 4,794.6
Current assets 613.3 475.3
Creditors: amounts falling due within one year (1,444.0) (1,089.2)

Net current liabilities (835.2) (613.9)

Total assets less current liabilities 4,473.8 4,180.7
Creditors: amounts falling due after more than one year (1,770.0) (1,537.7)
Provisions for liabilities and charges (93.7) (96.0)

Net assets 2,610.1 2,547.0

Capital and reserves 2,608.9 2,546.7
Minority shareholders’ interest (equity) 1.2 0.3

2,610.1 2,547.0

Signed on behalf of the Board who approved the accounts on 6 June 2001.

David Arculus Chairman Alan Costin Group Finance Director



20 Severn Trent Plc Annual Review 2001

2001 2000

£m £m £m £m

Net cash inflow from operating activities 617.8 671.5
Dividends received from associates and joint ventures 1.0 1.5
Returns on investments and servicing of finance (126.8) (94.5)
Taxation (6.4) (49.3)
Capital expenditure and financial investment (365.7) (575.5)
Acquisitions (427.9) (145.1)
Equity dividends paid (153.7) (247.1)

Net cash outflow before use of liquid resources and financing (461.7) (438.5)
Management of liquid resources (44.9) (13.8)
Financing
Increase in debt 515.7 428.0
Redemption of shares (9.1) –
Issue of shares 6.7 3.6 

513.3 431.6

Increase/(decrease) in cash 6.7 (20.7)

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

Basic salary Benefits Annual Total Total
and fees in kind bonus Other1 2001 2000

£000 £000 £000 £000 £000 £000

Chairman and other non-executive Directors
T D G Arculus 100.0 10.0 – 5.2 115.2 112.5
E E Anstee 27.5 – – 1.8 29.3 18.2
M C Flower 29.5 – – – 29.5 27.5
J D G McAdam (from 18.09.00) 13.5 – – – 13.5 –
F A Osborn 31.5 – – 4.8 36.3 32.9
A H Simon 29.8 – – 0.5 30.3 30.6
C Tritton 27.5 – – 0.5 28.0 28.2
R M Walker (to 11.07.99) – – – – – 7.7

Executive Directors
J K Banyard 151.6 16.0 59.9 0.4 227.9 185.7
M J Bettington 191.8 14.3 67.4 – 273.5 173.8
V Cocker (to 30.10.00) 174.5 6.5 – 0.2 181.2 341.1
R A S Costin 186.7 21.0 56.0 0.2 263.9 231.0
B Duckworth 202.2 16.2 81.9 0.2 300.5 241.6
R M Walker2 297.7 19.1 97.5 0.1 414.4 287.9

Total emoluments 1,463.8 103.1 362.7 13.9 1,943.5 1,718.7

1 Other emoluments represent expenses chargeable to UK income tax paid to Directors.

2 Aggregate emoluments to Mr Walker, as highest paid Director, amounted to £414,400 
(2000: aggregate emoluments to Mr V Cocker, as highest paid director, amounted to £341,100).

3 Not included above for Mr Walker is £25,000, (2000: £17,708) paid to the company by Thomson Travel
Group Plc in respect of time spent by Mr Walker in his role as a non-executive Director of that company
which Mr Walker has decided not to receive. Mr Walker ceased to be a non-executive Director of
Thomson Travel Group Plc in July 2000, although fees for the full year were paid.

4 Five Directors are in defined benefit schemes. One is in a money purchase scheme to which the
company contributes £26,280 per annum.

5 Gains accruing in the year to Directors in office at 31 March 2001 on the vesting of shares under the
Severn Trent Plc Long Term Incentive Plan, amounted to £124,400 (2000: £nil). In addition, Mr V Cocker
who resigned on 30 October 2000, received a gain on vesting of £46,735. Total gains accruing to
Directors on exercising share options in the year amounted to £13,085 (2000: £21,076).

Summary group 
cash flow statement
Year ended 31 March 2001

Directors’ pay 
and benefits
Year ended 31 March 2001

Summary financial statement
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Shareholder
information

www.severn-trent.com
Annual General Meeting
The Annual General Meeting will
be held at 2.30pm on Tuesday
24 July 2001 at the International
Convention Centre, Broad Street,
Birmingham, B1 2EA. The Notice
of the Meeting, a proxy card and
Shareholders’ Guidance Notes
are enclosed with this Review.

Registrars
Lloyds TSB Registrars are the
Company’s share registrars and
they will deal with any queries
you may have regarding:

• Shareholdings
• Dividends
• Lost share certificates
• Change of name or address
• Death of a shareholder
• Request for the full Annual

Report and Accounts

If you wish to have your
dividends paid directly into your
bank or building society account
you should contact the registrars
and they will send you a dividend
mandate form. Alternatively, you
will find a form of mandate
attached to your last dividend
mailing which you may complete
and return to the registrars.
Please note you will still receive
tax vouchers at your usual
address. 

Their contact details are:
Lloyds TSB Registrars,
The Causeway,
Worthing,
West Sussex,
BN99 6DA.

You can also ring them on the
Severn Trent dedicated telephone
line: 0870 600 3967.

Alternatively, if you have access
to the Internet, you can look
directly at details of your
shareholder account by visiting
www.shareview.co.uk . For
security reasons, you will be
required to enter your name,
shareholder reference number
and postcode before access will
be granted. This website also
contains general information
about holding shares.

Low cost postal dealing service
Lloyds TSB Registrars also offer a
low cost postal dealing service for
anyone who wishes to buy or sell
Severn Trent Plc shares.

The charge for this service is
0.5% of the transaction value
(minimum charge – £7.50) and
deals are completed once a week
on Fridays. Stamp Duty of 0.5%
is payable, in addition to the
above charge, on the value of
purchases.

See above for contact details.

Current share price
You can hear the latest share
price for your ordinary 655⁄19p
shares by telephoning 
0906 8435432 (charged at 60p
per minute).

Key dates in 2001

Dividends – Ordinary Shares:
27 June 2001
Ex-dividend date for final
dividend

29 June 2001
Record date for final dividend

1 October 2001
Payment of final dividend

Shareholder communications:
24 July 2001
Annual General Meeting at ICC 
in Birmingham

November 2001
Announcement of half year
results

December 2001
Publication of Interim Statement

Unsolicited mail
We are obliged, whenever
requested, to provide copies of
our shareholder register to any
third parties so it is quite likely
that you may receive unsolicited
mail from time to time.

You can limit the amount of
unsolicited mail you receive by
contacting:

The Mailing Preference Service,
Freepost 22, London W1E 7EZ.

We encourage our shareholders to use our website www.severn-trent.com to obtain more information about
the Severn Trent group.

Our website is structured around four major areas – Our Business and Our People, Financial Performance,
Environmental Leadership and Community Affairs.

Shareholders are likely to find the Financial Performance section of particular interest; containing a range 
of shareholder information such as detailed coverage of our share price, dividend payments, key dates, 
our registrars as well as corporate, financial and environmental news releases and City presentations.

Our Annual Review and Annual Report and Accounts are available on the website, accessed directly via
www.severn-trent.com/reports2001



For copies of the following publications call +44 (0)121 722 4000

Financial
Severn Trent Plc Annual Report and Accounts 2001 
Severn Trent Water Annual Report and Accounts 2001 

(including Regulatory Accounts)

Environmental
Severn Trent Plc Stewardship 2001 

(Group Sustainability Report)
Severn Trent Water Supporting Sustainability
Severn Trent Water Biodiversity Action Plan
Biffa Environment Report – ‘One Day’
Biffa Book 4 – ‘A Question of Balance’

Social
Severn Trent Plc Community Report ‘Taking Care’
Severn Trent Water Conservation Access Recreation and

Education Report

printed by WACE who operate 
an Environmental Management
System certified to ISO 14001.

But as a shareholder you too can
‘do your bit’. Producing our report
and accounts in 1999 used 
67 tonnes of paper. That’s a lot of
paper and a high cost in postage.
Last year, as a direct result of
producing a separate Annual
Report and Accounts and an
Annual Review with Summary
Financial Statement, we reduced
our paper consumption by more
than 40% to 39 tonnes.

But we can go even further.

Designed, typeset & produced by CGI
Printed by WACE 

We are mindful of the
environmental impact of the
production of our report and
accounts documents and seek 
to minimise the resources used
wherever possible.

The paper used, Zanders
Megamatt, is produced using
chlorine free processes from 50%
recycled pre and post consumer
waste. It is certified to the Nordic
Swan Standard, which requires
products to meet a strict range 
of standards. 

In addition the printing process is
taken into account – this report is

Please call Lloyds TSB Registrars
on 0870 600 3953 to request the
Annual Review only.

You can still view or obtain a 
copy of the full Annual Report
and Accounts on-line at 
www.severn-trent.com/reports2001

If you currently receive the full 
Annual Report and Accounts 
why not consider switching to 
the Annual Review only? You can
help us reduce our use of paper,
and costs, as well as making your
contribution to protecting the
environment.

Severn Trent Plc
2297 Coventry Road, Birmingham, 
B26 3PU United Kingdom

Telephone +44 (0)121 722 4000


