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HEADLINES

Q3 Trading 
Update

Final 
Determination

AMP7 
dividend policy

No material changes to performance or 
outlook since HY 2019/20

We have accepted the Severn Trent Water 
Final Determination for the next five years

2019/20 dividend to transition into AMP7 
with growth of at least CPIH 
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Q3 TRADING UPDATE

Customer ODIs

 Continue to guide to at least £25 million net outperformance payment

 Delivering consistent improvement across Water measures including 
leakage, supply interruptions and water quality complaints

 On track to deliver significant end of AMP environmental schemes –
unlocked through uncapping

 Water Framework Directive is progressing well and will have improved 
1,600km of river quality in our region by the end of AMP6

 Benefit will be partly offset by tougher targets on some of our operational 
Waste measures, agreed as part of uncapping

Update for the period 1 October 2019 to 28 January 2020

No material change to 
performance or outlook since 

the interim results 
announcement
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STW FINAL DETERMINATION

Our Final Determination is broadly value neutral versus our April Draft Determination

Value changes Value £m Impact

Efficiency frontier reduced to 1.1%
(+ other smaller totex changes)

£185m Totex

WACC reduced by 38bps £180m Revenue

RCV run-off rate reduced by 0.1% 
(long-term value neutral)

£62m

Revenue

RCV

Other changes from DD to FD

Changes to totex and RCV run-off mean real 
RCV growth up to 3.8%

Revenue re-profiled, moving more into the 
early years

New business rates sharing mechanism helps 
to de-risk our plan

PR14 legacy adjustments £30m Revenue



77

STW CUSTOMER ODIS

We have a broad suite of customer ODIs, with positive changes to our risk profile

Improvements to FD

We locked in most ODIs in January. Of the five 
left open, two are unchanged, three improved:

• Supply interruptions

• CRI (water quality compliance)

• Mains Repairs

Creating more upside and less downside risk

1.70% 1.90%

-3.90%

-2.83%

ODI P10/P90 ranges

DD FD

41
Customer ODIs

3
comparative

Measured consistently and with 
targets based on sector upper 
quartile

12
common

26
bespoke

Measured consistently but with 
targets based on company 
performance

Unique to Severn Trent with 
design and targets based on 
extensive customer research

35 financial 
6 non-financial
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STW INVESTMENT AND RCV GROWTH
STW AMP7 totex allowance in line with our original business plan – driving 3.8% real RCV growth

STW and HD are two of the three companies to 
receive more base totex than requested

AMP6 efficiency enables us to get on the right 
run rate for AMP7

£154m real options for additional work on the 
environment and metering

STW Gross Totex: £6,797m

1. Base totex includes third party costs and non-price control activity costs – these 
amounts are shown separately within the Ofwat Final Determination

2. Enhancement totex includes £42.5m relating to Strategic resources – this amount is 
shown separately within the Ofwat Final Determination 

Water

Waste

Retail

£5,610m £5,736m

Base Totex1 Enhancement Totex2

+£126m -£120m

£1,027m £907m2667 2579

545 455

2481 2665

482 452

462 492

Plan FD Plan FD

907 154

Base Enhancement Real 
options

5736
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AMP7 DIVIDEND

1. Return on Regulated Equity
2. Based on technical guidance of >£25m of ODI reward in Y5 of AMP 6; In nominal prices based on estimated CPIH
3. Calculated as 4% nominal dividend yield on equity RCV in line with Ofwat guidance
4. Calculated as 2019/20 dividend of 100.08p, plus CPIH of 1.50% based on November 2019 ONS data

2019/20 dividend 
will transition into 

AMP7 whole

Growth of at least 
CPIH throughout 

AMP7

Expected 2020/21 
dividend: 
101.58p4

Base regulatory dividend of 4%3

£177m2 AMP6 customer ODI carryover

Totex 
efficiencies

UQ Financing

£100m 
property profits 

over 10 years

Operating 
Services

long term contracts

Green Power
providing growth 

opportunity
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AMP 7 
Customer ODIs

Fast track premium (10bps on RoRE1 across AMP7)
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Our AMP7 dividend building blocks
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4 MARCH 2020

CAPITAL MARKETS DAY
Join us at Severn Trent Centre as 

we share our plans to create a 
sustainable  future

RSVP: investorrelations@severntrent.co.uk
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Q&A
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Cautionary statement regarding forward-looking statements 
This document contains statements that are, or may be deemed to be, ‘forward-looking statements’ with respect to Severn Trent’s financial condition, results of operations 
and business and certain of Severn Trent’s plans and objectives with respect to these items.

Forward-looking statements are sometimes, but not always, identified by their use of a date in the future or such words as ‘anticipates’, ‘aims’, ‘due’, ‘could’, ‘may’, 'will ', 
'would', ‘should’, ‘expects’, ‘believes’, ‘intends’, ‘plans’, 'projects', ‘potential’, ‘reasonably possible’, ‘targets’, ‘goa l’, ‘estimates’ or words with a similar meaning, and, in each 
case, their negative or other variations or comparable terminology. Any forward-looking statements in this document are based on Severn Trent's current expectations and, 
by their very nature, forward-looking statements are inherently unpredictable, speculative and involve risk and uncertainty because they relate to events and depend on 
circumstances that may or may not occur in the future.

Forward-looking statements are not guarantees of future performance and no assurances can be given that the forward-looking statements in this document will  be realised. 
There are a number of factors, many of which are beyond Severn Trent's control, that could cause actual results, performance and developments to differ materially from 
those expressed or implied by these forward-looking statements. These factors include, but are not l imited to: the Principal Risks disclosed in our latest Annual Report and 
Accounts (which have not been updated since the date of its publication); changes in the economies and markets in which the g roup operates; changes in the regulatory and 
competition frameworks in which the group operates; the impact of legal or other proceedings against or which affect the grou p; and changes in interest and exchange rates.

All written or verbal forward-looking statements, made in this document or made subsequently, which are attributable to Severn Trentor any other member of the group or 
persons acting on their behalf are expressly qualified in their entirety by the factors referred to above. No assurances can be given that the forward-looking statements in this 
document will  be realised. This document speaks as at the date of publication. Save as required by applicable laws and regulations, Severn Trent does not intend to update 
any forward-looking statements and does not undertake any obligation to do so. Past performance of securities of Severn Trent Pl c cannot be relied upon as a guide to the 
future performance of securities of Severn Trent Plc. 

Nothing in this document should be regarded as a profit forecast.

This document is not an offer to sell, exchange or transfer any securities of Severn Trent Plc or any of its subsidiaries and is not soliciting an offer to purchase, exchange or 
transfer such securities in any jurisdiction. Securities may not be offered, sold or transferred in the United States, absent registration or an applicable exemption from the 
registration requirements of the US Securities Act of 1933 (as amended).

DISCLAIMERS


