VISION AND PURPOSE

Making a Difference Together

our businesses.

Regulated water and waste water

Our regulated water and waste water
businesses Severn Trent Water and
Hafren Dyfrdwy.

The primary activities we focus on
e Wholesale operations and engineering
¢ Household customer services

About us

We are two of 11 regulated water and
waste water businesses in England and
Wales. We provide high-quality services
to more than 4.6 million households and
businesses in the Midlands and Wales.

Where we operate

Our region stretches across the heart
of the UK, from the Bristol Channel
to the Humber, and from North and
mid-Wales to the East Midlands.
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&

Business Services

Where we operate
Business Services operates in the UK
and includes the following:

Green Power

Severn Trent Green Power generates
renewable energy from anaerobic
digestion, crop, hydropower, wind
turbines and solar technology.

We provide clean water and waste water services
and develop renewable energy solutions through

Turnover
(Em)

£1,693.9m

-0.8%

Adjusted profit before
interest and tax' (‘PBIT’) (Em)

£452.1m

28.3%

Litres of drinking water
supplied each day

2.0bn

Employees?

6,936

Operating Services

Operating Services provides contract
services to municipal and industrial
clients in the UK and the UK Ministry

of Defence (‘(MQD’) for the design,

build and operation of water and waste
water treatment facilities and networks,
and services to developers.

Property Development
Property Development manages
the sale of surplus land.

Other businesses include our affinity
and searches businesses.

1. Alternative Performance Measures are defined in note 43 to the Group financial statements.

2. Average during 2020/21. See note 9 to the Group financial statements.

Profit before interest
and tax [‘PBIT’) (Em)

£4352.1m

-16.3%

Households and
businesses served

4.6m

Litres of waste water
treated each day

3.1bn

Revenue split

98%

Severn Trent

2%

Hafren Dyfrdwy
Turnover Adjusted profit
(Em) before interest

and tax' (‘PBIT’) (Em)

"2.3% -28.3%
Profit before interest Employees?
and tax ('‘PBIT’) (Em)
-30.1% -10.2%




Highlights

Group turnover (Em) Group profit before Group adjusted profit
interest and tax before interest and tax
(‘PBIT’) (Em) (‘PBIT’) (Em)

568.2 573.6 | | 570.3
1 767.4] [1:8435 563.3

472.8

2019 (| 2020 2019 (| 2020 2019 [ [ 2020 | pAsyAl
£1,827.2m £470.7m  £472.8m
-0.9% -17.2% -17.1%
Dividend per share (p) Basic earnings Adjusted basic
per share [‘EPS’) (p) earnings per share

(‘EPS’) (p)

1458 | | 146.0
s337] | 10008 133.4

66.7

2019 (| 2020 2019 (| 2020 2019 (| 2020
101.58p  89.1p 105.4p
+1.5% +33.6% -27.8%

Cautionary Statement

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’, ‘goal’ or ‘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 limited to, changes in the economies and markets in which the Group
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 Group; 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 Trent or any other member of the Group or persons acting on
their behalf are expressly qualified in their entirety by the factors referred to above. This document speaks as at the date of the report.

Save as required by applicable laws and regulations, Severn Trent does not intend to update these forward-looking statements and does
not undertake any obligation to do so. Past performance of securities of Severn Trent Plc 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 profits 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 United States Securities Act of 1933 (as amended).
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VISION AND PURPOSE CONTINUED

Our Strategic Framework

Purpose - taking care of
one of life’s essentials

At Severn Trent, we believe our
clear social purpose helps drive
the right strategic decisions for
our business, our stakeholders
and the environment we depend on.

It is underpinned by our strong Values
and borne out in our culture which
governs how we think and behave,
from fostering a diverse and inclusive
working environment to rewarding
all of our people fairly.

18
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Strategic outcomes

1

A company
you can trust
[:I] Read more p21

A positive
difference
[I] Read more p22

Lowest possible
bills

[:D Read more p23

A service
for everyone
D:] Read more p24

A\ 4
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An outstanding
experience
m Read more p25

Good to
drink

[:D Read more p26

Water
always there
[I] Read more p27

Waste water
safely taken away
[:D Read more p28

A thriving
environment
D:] Read more p29

{©» Online at severntrent.com



Sustainability pillars Our Values

Taking care of the environment
e Ensuring a sustainable water cycle

e Enhancing our natural environment
e Making the most of our resources

¢ Mitigating climate change

I:D Read more p50

Helping people to thrive
¢ Delivering an affordable
service for everyone
¢ Providing a fair, inclusive
and safe place to work
¢ Investing in skills and knowledge RN
e Making a positive difference
in the community

D:] Read more p50

>

Being a company you can trust
e Living our Values
e Balancing the interests
of all our stakeholders
e Running our company
for the long term
e Being open about what we do
and sharing what we know

[:D Read more p50

v

(O Online at
severntrent.com/sustainability-strategy (O» Online at severntrent.com
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Culture

Our culture is focused on nurturing
and promoting the health of the
natural environment and the
wellbeing of our customers,
colleagues and communities.

Stakeholder engagement

Effective stakeholder engagement

is a priority for every member of

the Severn Trent team, from the
frontline to the Board. Our emphasis
is on tracking the outcomes of our
engagement, encouraging a two-way
dialogue and making sure this helps
inform our decision making.

D] Read more pé8

Rewarding our people

We are committed to rewarding all of our
people fairly, sharing rewards with our
communities through the Severn Trent
Community Fund and returning value

to our shareholders, many of whom are
also our employees.

[D Read more p72

(O Online at severntrent.com
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VISION AND PURPOSE CONTINUED

Purpose in Action

As a purpose-led business with a strong
focus on our social impact, we were
pleased to have made strong progress
in a number of important areas, taking
care of one of life’s essentials and doing
the right thing for our customers, our
colleagues, society and the environment.

Triple Carbon Pledge Severn Trent Academy

In 2019 we announced our Triple Carbon Pledge - committing Our Academy opened in Coventry in February 2021 and our range
to net-zero operational carbon emissions, 100% renewable energy of learning programmes are already training our engineers and
and an all-electric fleet by 2030, subject to the availability of vehicles. leaders of the future, giving our people opportunities for growth,
In 2020 we also announced our decision to invest £1.2 billion in development and more rewarding careers.

environmental initiatives including planting 1.3 million trees and
boosting the biodiversity of 5,000 hectares of land in our region.

[D Read more p54 [D Read more p75

Advancing our response to climate change

We are determined to play a leading role in addressing

the impact of climate change and mitigating our own impact,
the impact of our supply chain and adapting to the challenges
that climate change may bring in the future. In March 2021,

we submitted our proposed Scope 1, 2 and 3 emissions targets
to the Science Based Targets initiative, committing us to
significantly reduce our greenhouse gas emissions by 2030.

100% 100%

Renewable energy Electric vehicles
by 2030 (where available)
i by 2030
Supporting our suppliers
R Along with our employees, our suppliers support us in

serving our customers. During the year we accelerated
payments to our supply chain, helping small and medium-
sized enterprises in our region with crucial cash flow
throughout the COVID-19 pandemic.

1
1
1
1
1
1
1
1
1
1
1
1
1

¢
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Severn Trent Community Fund

Our Community Fund donates 1% of our profits each year to
projects in our local communities which need the most help,
and so far we have awarded £1.5 million to 93 projects. This year
we also launched our £1 million COVID-19 Emergency Fund and
have donated to 339 local charities to help them deal with the
effects of the pandemic. We also donated almost £1 million as
part of our water saving charity challenge.

Kickstart scheme

In January 2021 we welcomed the first of our ‘Kickstarters’
as part of our ambitious plans to support 500 unemployed

16 to 24 year olds into employment with paid work experience
and skills development.

[:D Read more p22
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Caring for our colleagues

Our people are fundamental to delivering one of life’s essentials
and we believe our culture is what makes us special. You can
read more about our ‘Caring for Colleagues’ and ‘Share a Smile’
campaigns launched during the year on page 17.

1.3m

Planting 1.3 million trees
by 2030

| want my family to be

proud that | work far a
business who cares
about their future

Diversity and inclusion initiatives

Our teams are passionate about creating an environment
where everyone can feel comfortable bringing their whole
self to work. During the year we launched our new diversity
and inclusion offering via our Academy and developed a
specific diversity and inclusion focus in our employee
QUEST survey.

[T] Readmore p73
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BUSINESS MODEL

Running an Efficient Water Business

We provide clean water every time our customers
turn on the tap, and remove their waste water
in an affordable, sustainable and reliable way.
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WE RELY ON

RESOURCES & RELATIONSHIPS

THE WATER
CYCLE

ADDRESSING CLIMATE
CHANGE AS A PRIORITY

OUR INVESTMENTS IN
RENEWABLE ENERGY

LONG-TERM VALUE

GENERATING & PRESERVING

PRODUCTION

Resources

Physical
assets

Aresilient, well maintained network

of clean water pipes and reservoirs,
sewers and pumping stations.

We maintain over 49,900 km of clean
water pipes and over 92,800 km of
sewer pipes.

Principal Risks: 2and 3

Water

is collected

We pay the Environment Agency
and Natural Resources Wales
for the water we collect from
reservoirs, rivers and underground
aquifers across our region.

e

&

Natural

resources

Water from reservoirs, rivers and
underground aquifers are essential
to support Severn Trent’s operations
and value creation.

We look after some of the UK’s most
impressive natural resources.

Principal Risks: 2,3, 6 and 7

Water

is cleaned

Our groundwater and surface
water treatment works clean raw
water to the highest standards,
making it safe to drink.

=) | 1

Financial
capital
We have a strong balance sheet and

are able to access a range of capital
markets to fund future operations.
Our combined STW and HD gearing
is 64.5% (2019/20: 64.4%). Severn
Trent Plc had undrawn committed
facilities of £845 million during

the year.

Principal Risks: 8 and 9

()

Clean water

is distributed

Our network of pipes and our
enclosed storage reservoirs bring
a continuous supply of clean water
right to our customers’ taps.

-

q
% {lfl -

Taking care of one of life’s essentials at every step

Providing clean water and cleaning waste water is an ‘energy
hungry’ process so we use waste and renewables to help us

power our operations.

The green energy produced from food waste forms part of Severn
Trent’s Triple Carbon Pledge - achieving net-zero operational
carbon emissions, 100% renewable energy and an all-electric
fleet of vehicles, subject to the availability of vehicles, by 2030.

Physical assets

Replaced 48 km of our water
mains (2019/20: 260 km).

Natural resources

We are on track to improve
5,000 hectares of land across
our region by 2027.

We planted around 290,000
trees this year, on track to
meet our 1.3 million target
by 2030 as part of our Great
Big Nature Boost.

Food waste anaerobic
digestion plants generating
green energy

Financial capital

Sector leading ODI
performance.

Gearing close to the
regulatory model leading
to stable credit ratings.

Strategic outcomes: 7/8
ED Read more p27-28

Strategic outcomes: 2/9
[T] Read more p22and 29

Strategic outcomes: 1/3
[T] Read more p21and 23
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We are committed to acting to protect our planet
and lead the way in combating climate change

in our industry. We do this through the important
relationships we maintain with our key stakeholders.

Relationships
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Our customers

and communities

Are at the heart of everything we
do. We aim to anticipate and meet
changing customers’ and wider
societal needs.

We serve 4.6 million households
and businesses.

Principal Risks: 2and 3

&%

Customers

enjoy our services
We serve 4.6 million households
and businesses with a safe,
reliable supply of water and
collect waste water seven days
a week, every day of the year.

Our people
and culture

Our culture and Values support
Doing the Right Thing and drive
delivery of our strategy. We look to
attract, develop and retain talented
people from all backgrounds.

We directly employ over
7,000 people.

Principal Risk: 1

Waste water

is collected

Our network of sewers and
pumping stations collect
waste water from homes
and businesses and take it
to our treatment works.

Our suppliers

and contractors

Strong supplier relationships
support our business
operations in line with our
modern slavery commitments.
We work with around 2,800
direct suppliers.

Principal Risk: 5

()

Waste water

is cleaned

Waste water is carefully
screened, filtered and treated
in our sewage treatment
works to meet stringent
environmental standards.

Our

regulators

Our industry is regulated by Ofwat
and several other regulators and
public bodies.

We proposed an ambitious package
of investments aimed at delivering
long-term, sustainable benefits for
currentand future generations in our
region. Read more on page 13.

Principal Risks: 4 and 10

o
D

Water is recycled

to the environment

We pay the Environment
Agency and Natural Resources
Wales annual consent fees

to return the treated water

to the water system.

—ﬂT oogs . (= ?5555] PN
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Solar

Our customers and communities
One of the lowest bills in

England over the last decade

for Severn Trent Water.

Hafren Dyfrdwy customers
continue to have the lowest
average combined bills in Wales.

We helped over 150,000 customers
through financial schemes
(2019/20: ¢.70,000).

Wind turbines

Our people and culture
Developing people from all
backgrounds in line with our
Social Mobility Programme.

Over 15% of our graduates and
apprentices are from a Black,
Asian and minority ethnic
backgrounds (2019/20: 30%).

Clean gas and green electricity

from our sludge anaerobic
digestion plants

Our suppliers and partners
Building sustainable
relationships that

provide mutual benefit.

Over 1,000 suppliers have
signed up to our Sustainable
Supply Chain Charter

since 2016.

Our regulators

We stimulate regulatory
debates to improve
services for customers
across the industry.

Strategic outcomes: 2/3/4/5

D:] Read more p22-25

Strategic outcomes: 1/2

D:] Read more p21-22

Strategic outcomes: 1/2/4/5
[T1 Read more p21-22 and 24-25

Strategic outcomes: 1/2/5/9
[T1 Read more p21-22, 25 and 29
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CHAIR’S STATEMENT

Fulfilling Our Role in Society

Christine Hodgson
Chair

“Severn Trent’s Purpose is to ‘take care
of one of life’'s essentials” and this year,
more than ever, has underlined the
importance of delivering our Purpose and
living our Values in everything we do -
delivering for our customers, inspiring our
people, attracting investors, generating
a positive impact for our communities
and the environment and reinforcing
that in the long term all those interests
are aligned. Our strategy is working and
we are confident that Severn Trent is in
a strong position for the challenges and
opportunities ahead.”

£470.7m

Group profit before
interest and tax
2020: £568.2m

101.58p

Dividend per share
2020: 100.08p

£1,827.2m

Group turnover
2020: £1,843.5m
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Our Purpose

In our 2019/20 Annual Report we introduced our new company Purpose
and Values which were developed collaboratively by our people, for

our people. We know that what we do is crucial for everyone who lives
and works in our region - be that in the water they drink, the jobs we
create, the communities we support and the nature enjoyed by us all.
Our Purpose of ‘taking care of one of life’s essentials’ - underpinned

by our Values of Having Courage, Embracing Curiosity, Showing Care
and Taking Pride - reflects the deep connection that we have with the
communities we serve.

Now, more than ever before, we must lead with our Purpose and
actas a force for good. Our AMP7 strategic outcomes - focused on
the customers and communities we serve and the environment that
we depend on - are fully aligned with this objective. It is not only about
demonstrating that we are a socially responsible company, it is about
doing great business in an authentic way to make a real difference for
all of our stakeholders.

Our performance

The COVID-19 pandemic has dominated 2020/21 and has placed
extraordinary demands on every one of us as individuals, families,
communities and employees of an essential service provider. Our
priority throughout the year has been ensuring our operational and
financial resilience to serve our customers and play our part to make
a positive impact for the good of our stakeholders and wider society,
whilst also protecting the health and wellbeing of our employees.

This year has seen our Company successfully achieve a series of
important milestones, culminating in Ofwat proposing on 17 May 2021
that we can invest £565 million (2017/18 prices) in our ambitious Green
Recovery programme. This will deliver long-term growth for the
Company alongside new investment to support our ESG ambitions.
Read more on page 13. Our impressive operational performance is
discussed in detail in Liv's Chief Executive’s Review. In this report, | want
to take the opportunity to look at the bigger picture by highlighting the
positive difference we have made for our stakeholders, the resilience
of our operations throughout the year, and underline our commitment
to being a force for good in the communities we serve - which is now,
more important than ever before.

Delivering for our customers while keeping our people safe

Our people take very seriously the responsibility that comes with providing
an essential service that touches the lives of millions. Their passion and
commitment shines through in everything they do - through embracing
change or adapting to unexpected incidents and extreme weather events
during the year. | have been humbled by the way in which they have
continued to work safely on the front line or switched to working at home
with remarkable adaptability. It has been particularly uplifting to witness
the spiritin which our colleagues have taken on these challenges. | would
like to record particular thanks to our people who continued to work on the
front line throughout the COVID-19 pandemic, meeting customers, solving
problems and working tirelessly to keep our services running smoothly 24
hours a day, seven days a week.

Our people were supported by the expert management of the evolving
situation by our Executive Team - who had clear objectives to: ensure
our people had access to the correct personal protective equipment
(‘PPE’); increase our internal communications to ensure our people
were kept informed; and apply focus on employees” mental health
during the lockdowns. The Company also continued to deliver on
important projects throughout the pandemic to ensure the Company’s
long-term future resilience. Liv provides more detail within her Chief
Executive’'s Review.

At an industry level, shockwaves from the tragic accident at
Avonmouth in December 2020 were felt across the sector and had

a profound impact across our business. In response to the event,

we immediately suspended all activity related to Dangerous
Substances and Explosive Atmospheres Regulations 2002 ((DSEAR’)
and undertook comprehensive surveys at all of our bioresources
sites as well as a comprehensive review of all our high risk actions.
For those colleagues at Wessex Water who suffered personally, and
those families and friends affected, | extend my deepest sympathy.



Delivering resilient financial performance and sharing the rewards
Under our industry’s regulatory framework, high levels of customer
service create financial rewards through customer ODI outperformance.
This means that we are able to share the benefits of our work with all
stakeholders when we perform well. Over the course of AMP6, we
reinvested £220 million generated by our outperformance back into
our business, including supporting vulnerable customers, improving
water quality and enhancing security. Additionally, it enabled us to
support our communities through activities such as:

e Allocating over £1.5 million of funding through the Severn Trent
Community Fund to 93 projects in our region;

e Donating an additional £1 million through our COVID-19 Emergency
Fund to over 300 charities;

e Donatingalmost £1 million as part of our water saving charity challenge;

e Accelerating payments to our supply chain, helping small and
medium-sized enterprises in our region with crucial cash flow
at this challenging time; and

e Embracing the Government Kickstart Scheme with our ambitious
plans to support 500 unemployed 16 to 24 year olds into employment
with paid work experience and skills development.

We are proud that, despite exceptionally challenging circumstances,

we delivered excellent operational performance this year that enabled
resilient financial results — with Group turnover of £1,827.2 million
(down 0.9% from 2019/20). Adjusted earnings per share was 105.4
pence, down 27.8% from the prior year, and basic earnings per share
was 89.1 pence, up 33.6% from the prior year. Livand our Chief Financial
Officer, James Bowling, will explain in more detail later in this report.

The Board is therefore proposing a final dividend of 60.95 pence per
share to be paid on 16 July 2021, taking the total dividend for the
year to 101.58 pence per share. We are pleased to be able to sustain
our dividend commitments and continue our engagement with
shareholders on performance against our strategy. | was also
delighted to meet with a number of shareholders during the year.

Advancing our response to climate change

Climate change is a key challenge of our generation and, as a

water company, we are better placed than many other businesses to
experience and understand the scale of the challenge ahead. We are
determined to play a leading role in addressing the impact of climate
change through mitigating our own impact, the impact of our supply
chain and adapting to the challenges that climate change may bring
in the future. Further detail on our climate change action plan can be
found within Liv's Chief Executive’'s Review and within our dedicated
Sustainability Report, available on our website.

Demonstrating the Company’s commitment to shareholders earlier
this year, the Board announced on 24 March 2021 its intention to put
its long-term approach to climate change before shareholders at

the Company’s Annual General Meeting (AGM’) on 8 July 2021. The
Company will subsequently seek an advisory vote every three years
on any material changes made or proposed to the plan. Further detail
can be found in the Notice of Meeting, available on our website.

Additionally, the Remuneration Committee has considered the
alignment of the Group’s remuneration framework to support
delivery of the Company’s Sustainability Framework even more
closely. The 2021 Remuneration Policy (the ‘Policy’) proposes the
introduction of a second, sustainability-focused, performance
measure in the Group’s Long Term Incentive Plan ['LTIP’). Both the
Policy and the LTIP Rules will also be put forward for shareholder
approval at this year’s AGM. Further detail can be found within the
Directors’ Remuneration Report on pages 123 and 131 and in the
Notice of Meeting, available on our website.
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Your Board

My focus continues to be on maintaining a strong, value-adding

team, with a diverse range of professional backgrounds, skills and
perspectives. Succession planning is a key priority for the Board and
Nominations Committee and, to inform this work, | commissioned

an externally facilitated Board Effectiveness evaluation during the
year, which concluded that the Board operates very effectively and it
was evident that the Board places a strong emphasis on ensuring that
it considered the views of stakeholders in its discussions and decision
making. You can read more about the Board Evaluation process

on page 98.

We welcomed Sharmila Nebhrajani to the Board on 1 May 2020 and her
extensive induction programme took place during the year. Many of the
one-to-one meetings were held virtually due to the ongoing pandemic,
however, Sharmila was able to visit a number of our operational sites
once restrictions were lifted and COVID-secure measures were in
place. Further detail can be found on page 100.

As announced on 19 March 2021, Dominique Reiniche intends to retire
from the Board following our AGM on 8 July 2021, having served on the
Board for almost five years. On behalf of the Board, | would like to thank
Dominique for her service to Severn Trent and her valuable contribution
to the Board's work.

Outlook

At the end of my first year as Chair of your Board, | have spent time
reflecting on everything that | have learned about Severn Trent thus
far - the talent and commitment of our employees, the focus on
operational excellence and resilience, our contribution to society and
our environmental achievements. This inspires me and reinforces that
our strategy is working and that Severn Trent is in a strong position for
the challenges and opportunities ahead. The impact of the COVID-19
pandemic will continue to present a degree of uncertainty for some
time to come. However, we are well placed to respond to the challenges
that may bring.

Finally, | want to thank everyone involved in this most challenging
of years - our customers, communities, investors, regulators
and suppliers. But above all, thank you to our colleagues, for
their unfaltering commitment to fulfil our Purpose to ‘take care
of one of life's essentials

s

Christine Hodgson
Chair

Christine Hodgson meeting teams at Finham Thermal Hydrolysis Plant.
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CHIEF EXECUTIVE’S REVIEW

Sustainability at the Heart of our Business

Liv Garfield
Group Chief Executive

£470.7m

Group PBIT
2020: £568.2m

£1,827.2m

Group turnover
2020: £1,843.5m

£472.8m

Adjusted Group PBIT
2020: £570.3m

1.5%

Dividend increase
2020: 7.2%

£79m!

Net ODI reward
2020: Net reward of £35.3m

1. Our ODl outturn and percentage meeting or ahead of regulatory target (or within penalty
deadband for compliance measures) reflects our in-period performance commitments
- thereby excluding per capita consumption at end of period. ODl values for C-MeX and
D-MeX are calculated based on published industry data. A definitive value will be
published by Ofwat later in the year.
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Advancing our response to climate change

“Climate change is a key challenge of our
time and we're well placed to understand
the scale of the challenge ahead. We're
determined to play a leading role in
mitigating the impact of climate change
and ensuring that we are resilient to its
impact - and in doing so, create value
for all our stakeholders.”

I'm delighted to present my Chief Executive’s Review for 2020/21,
providing you with an update on our performance and my personal
highlights of the year.

This year, more than any other, has reinforced my view of Severn
Trent's strengths, our Values and our resilience. We asked a lot of
our people this year and I'm delighted that their efforts are reflected
in our excellent performance. | want to thank each and every one of
them for their amazing commitment - and for all they do for Severn
Trent, our customers and communities - 24 hours a day, seven days
aweek. Itis an honour to work alongside you.

As the COVID-19 pandemic unfolded - and our key workers focused on
maintaining normal business operations for our customers - | was clear
that we needed to focus on three key priorities for our stakeholders.

Firstly, we wanted to be there every step of the way for our customers.
We supported customers struggling to pay - through the WaterSure
scheme for those on low incomes and our Big Difference Scheme,
which offers bill discounts of 10%-90% for eligible customers. We also
introduced a temporary social tariff to help support our vulnerable
customers through a challenging time and made sure that our
vulnerable customers knew we were there for them with targeted
communications and support through our Priority Services Register.

Secondly, we knew we had to help make a difference to our communities.
So we established our £1 million COVID-19 Emergency Fund to support
charities and community projects at the forefront of our region’s
COVID-19 response. We launched a virtual education zone to help
parents with home-schooling - with activities, games and stories

to inspire the next generation of water users.

And finally, we knew we needed to embrace and support our
colleagues within Severn Trent, with a particular focus on mental
health. Our ‘Caring for our Colleagues’ programme and Company-
wide virtual events, ‘Share a Smile’ and ‘Awesome Awards’, lifted

all of our spirits throughout the year. As ever, our priority remains
the safety and wellbeing of our people and customers and we ensured
that all our key worker employees had access to the correct PPE and
our IT infrastructure enabled our non-key worker employees to work
safely from home so we could be there for our customers 24 hours

a day, seven days a week. As reported last year, we did not make any
redundancies or furlough any of our employees as a result of COVID-19
and we are maintaining our all-employee bonus in recognition of our
colleagues’ hard work over the last year.

You can read more about our COVID-19 response on pages 15-17
of this report.



Our performance - powered by our Purpose

Our Purpose to ‘take care of one of life’s essentials’ - underpinned
by our Values of Having Courage, Embracing Curiosity, Showing
Care and Taking Pride - is more important than ever. We believe
that by living our Values in everything we do, we’ll deliver really
strong benefits for our colleagues, our customers, our communities,
our shareholders and ourselves. And at the end of our first year

in AMP7, we have made excellent progress and we're on a strong
trajectory for the rest of this AMP, which will set us up to move
seamlessly into the next AMP to come.

In terms of some of my highlights this year, it's clear that we've truly
ingrained our performance culture in Severn Trent which has helped
us deliver fantastic operational performance. We have delivered net
customer ODI outperformance of £79 million for the year with all
areas, including water, waste and retail, in reward.

I’'m immensely proud of our operational performance - and it's down
to our people who have worked tirelessly over the last year to keep
our services running smoothly 24 hours a day. Their hard work has
delivered year-on-year improvements of 8.9%, 30% and 60% in water
quality complaints, blockages and Compliance Risk Index ('CRI’)
respectively - ¢.80% of our measures (across water, waste and retail)
have met or exceeded target. We have also seen a 21% year-on-year
improvement in pollution incidents this year, reinforcing that our
relentless focus in this area has really begun to move the needle.

I talk a lot about customer service and customer experience and

I'm delighted that we were highlighted in the Top 20 most improved
organisations within the January 2021 UK Customer Satisfaction

Index ('UKCSI') and are now in fifth position overall amongst utilities,
and all of this against the backdrop of one of the lowest bills in England,
ataround £1 a day. However, £1 a day can still be a huge struggle

for some customers, which is why we're also proud of the ¢.150,000
customers that we have supported from a financial perspective.

We have also used our Community Fund to help provide support

to people in our region.

Financial resilience and stability

Our resilient financial position was a factor in our decision to declare
afinal dividend in line with our AMP7 dividend policy of growth of at
least CPIH. The Board considered carefully the Group’s prospects

and financial position; stakeholder interests including those of
customers, shareholders, employees and our communities; and the
Board'’s decision not to use any of the Government’'s COVID-19 business
support measures. Recognising the critical role that dividends play

in providing necessary income for pensioners and savers, and the
significant number of employee and former employee investors (77%
of our employees are also shareholders), the Board determined that
based on the strong performance in 2020/21 and the underlying
financial position of the Company it remains appropriate to recommend
to shareholders that a final dividend for year ended 2020/21 be paid.

You can read more about our operational performance in the
performance review and our financial performance in James’
Chief Financial Officer's Review.

Our people: working safely to deliver for customers,

every day of the year

Our Value, ‘Showing Care’, is central to how we keep our people and
communities safe in all that we do. It's how we start every shift and
every meeting and our Goal Zero policy clearly sets out our target that
no one should be injured or made unwell by what we do. We experienced
no major safety incidents and no fatalities in the last 12 months, with

a 20% improvement in Lost Time Incidents ['LTIs’) this year.

I was devastated to hear of the tragic accident at Avonmouth in December
2020 and its impact has been felt deeply by us all at Severn Trent. We extend
our deepest condolences to colleagues at Wessex Water who suffered
personally, and whose families have been affected. In response to this
event, we immediately suspended activity associated with DSEAR and
undertook comprehensive surveys at all of our bioresources sites as
well as a comprehensive review of all our high risk actions.
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“Through this exciting partnership with
the Commonwealth Games, we'll build on
our existing work and ambitions to deliver
lasting social and environmental change by
creating new green urban spaces, further
enhancing biodiversity, promoting plastic-
free thinking and delivering a carbon
neutral legacy for generations to come.”

Working in partnership with the
Commonwealth Games

In March 2021, we were delighted to announce our partnership
with the Birmingham 2022 Commonwealth Games to support
their ambitions to make this the most sustainable games yet.
We're proud to be leading on making it the first carbon neutral
games through a range of offsetting initiatives including
enhancing nature with 2,022 acres of forest in the Midlands
region and 72 mini forests representing each competing nation.
Like us, the games has an ambition to leave a positive lasting
legacy for future generations and we look forward to working
with them in the months to come.

| believe passionately in building an inclusive organisation where
everyone feels able to bring their whole self to work, fulfil their
potential and perform at their best. An inclusive environment is the
foundation of a truly diverse organisation, with all of the rewards that
brings. Severn Trent has long been recognised as a global leader on
gender equality and we were once again named as one of the country’s
top performersin the 2021 Hampton-Alexander Review - ranking
second this year. In respect of broader diversity, we are working hard
to increase diversity in our talent pipelines. This year, we launched

our new inclusion programme to better enable careers and career
progression for colleagues from ethnic minority, LGBTQ+ and disabled
groups. We have also embraced the Government Kickstart Scheme
with our ambitious plans to support 500 unemployed 16 to 24 year
olds with paid work experience and skills development - our first
cohort of ‘Kickstarters’ joined the Company in January 2021.
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CHIEF EXECUTIVE’S REVIEW CONTINUED

We've also continued our investment in training and | was thrilled that
the Severn Trent Academy opened its doors this year. Our range of
learning programmes are already training our engineers and leaders
of the future, giving our people opportunities for growth, development
and more rewarding careers. You can read more on page 75.

I am delighted that, during a difficult year for many, our employee
engagement score improved again this year — with an average
score of 8.3, once again placing us in the top 5% of utilities globally.
Colleagues scored the question, asking whether they would
recommend us as a place to work to a friend, 8.5.

Outlook and thank you

We're proud of what we've achieved this year, and | am optimistic

for the year ahead. The roll out of the COVID-19 vaccine gives me

hope that the world will return to some sense of normality in the

near future. And as the UK moves into recovery mode, we're ideally
placed to play our partin the next phase through delivering our

Green Recovery plans. We're absolutely delighted by Ofwat’s
encouragement for our Green Recovery plans, proposing to award
Severn Trent with £565 million (2017/18 prices) across all of our project
proposals. Our plans will see us delivering new, innovative trials to
protect homes from flooding, increase water supplies and transform
stretches of river. Our proposals will also create up to 2,500 jobs in the
Midlands at a time when employment, and getting people back into
work, is vital for our region. Read more about the projects we will
deliver opposite.

Advancing our climate change action plans

As Christine highlighted in her report, even in the middle of the
pandemic, we continue to look to the future. We are committed
to playing our part in helping the UK become a sustainable, low
carbon economy and the impact of climate change is considered
in everything we do. We have made good progress on mitigating
our impact and adapting to the challenges that climate change
may bring, including the following:

%) 100%

In May 2019, we made our Triple Carbon Pledge, committing
to net-zero operational carbon emissions, 100% renewable
energy and 100% electric fleet (where possible), by 2030.

£1.2bn

In March 2020, in support of our approach to climate change
and broader sustainability agenda, we announced our intention
to invest £1.2 billion to deliver a number of initiatives including
planting 1.3 million trees, and boosting the biodiversity of 5,000
hectares of land in our region.

£565m

On 17 May 2021, Ofwat proposed to award us £565 million
(2017/18 prices) to invest in our ambitious Green Recovery
programme, aimed at delivering low carbon water sources,
improving river quality and improving flooding resilience in
the process. Read more on the page opposite.

In March 2021, we submitted our proposed Scope 1,2 and 3

emissions targets to the Science Based Targets initiative to
deliver real reductions by 2030.
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I would like to recognise the contribution of the management team
for their exceptional leadership across the Group, which has been
particularly important in this past year. And we are grateful too for the
stewardship, support - and challenge - from Christine and the Board.

Finally, to reinforce my warmest thanks to my colleagues and all those
who supported them throughout a difficult year. We are a community
of around 7,000 colleagues - who rely on our families, friends and
support networks to help us be the best we can be. | am hugely
grateful to everyone who helped Severn Trent — whether directly

or indirectly - in supporting our customers, communities and each
other over the last 12 months. You can emerge from this pandemic
with a sense of pride in what we have done, and how we have helped
the region we serve.

Qv G

Liv Garfield
Chief Executive

We have made excellent progress in reducing greenhouse gas
emissions from our operations, with a total reduction of 60% to

the end of 2020/21 driven by our procurement of 100% renewable-
backed energy. Alongside this activity, we've also increased our own
renewable energy self-generation equivalent from 51% to 53% this
year. And as part of our ongoing commitment to credible reduction
consistent with a 1.5°C global warming scenario by 2030,
addressing the targets set by the Paris Climate Agreement,

we have committed to delivering the following:

46%

A 46% reduction in Scope 1 and Scope 2 emissions by 2030,
consistent with the guidelines set out by the Science Based
Targets initiative.

A reduction in our Scope 3 emissions by engaging with over
70% of our supply chain to join us on the journey.

Of course, we are only part way through our journey - and it will
require considerable effort - but | am proud that Severn Trent is
taking a leading positive position in an area so critical to us all.

We are also committed to the recommendations of the Task Force
on Climate-Related Financial Disclosures (‘TCFD’), to provide our
stakeholders with decision-useful information on climate-related
risks and opportunities that are relevant to our business. This year’s
Annual Report includes a TCFD disclosure for the first time on
pages 54 to 57, setting out our approach to implementing the
recommendations of the TCFD, including how we think about the
governance, strategy, risk management and metrics and targets,
which underpin our approach. We aim to be fully compliant with the
TCFD by the end of 2021 and will publish a dedicated TCFD Report
in autumn 2021.




Green Recovery - life beyond the pandemic

I am delighted that the water sector was asked to play its part

in the country’s Green Recovery from the COVID-19 pandemic.

Our region’s economy has been one of the hardest hit by COVID-19
and, as a responsible business in our region, we proposed an
ambitious package of investments aimed at delivering long-term,
sustainable benefits for current and future generations in our region,
through improving the environment and also creating jobs.

Our customers helped us to shape and develop the proposals and
we have been delighted and encouraged by their positive engagement
and feedback.

Make rivers safe for swimming

We're going to encourage wild swimming by trialling the creation
of two bathing rivers in stretches of the River Leam and the River
Teme. In transforming them so that they're healthy enough to swim
in, we will also reinvigorate the pathway to how rivers in the UK
can achieve ‘good ecological status’”. These investments will create
more leisure opportunities, improving wellbeing, and bringing in

a whole series of environmental initiatives that will benefit wildlife
as well as local communities.

Provide more water

for more customers

We want to make sure
that we're ready for

the future by increasing
water supplies by enough
to serve a city the size

of Derby. And we’ll do it by
using low carbon
technology too, revealing
new insights we can share
with other companies

to support the water
sector’s aim to be net
zero by 2030.

Protect homes from flooding

A new ‘nature-based’ approach, in Mansfield, is another way in
which we're going to reduce flooding. Working closely with local
councils to install natural surface flood defences such as green
embankments, ponds and grassed areas. We're aiming to protect
around 90,000 customers, reduce the broader harm that flooding
brings to local communities and give local people a more pleasant
natural environment to enjoy.
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On 17 May 2021, Ofwat proposed to award us £565 million (2017/18
prices] to invest in our ambitious Green Recovery programme,
providing a great opportunity to deliver long-term growth for the
Company alongside new investment to support our ESG ambitions.
We are delighted with this outcome and have already started work
on the new investments, aimed at achieving the below goals:

Be leaders on removing lead

Customer-owned supply pipes are a hidden financial and health
liability for many people - over 40% of households don't have the
savings to fix a burst, and up to half of all pipes could contain lead,
which the World Health Organisation states is unsafe at any level
in drinking water. Instead of tackling the lead by adding more
chemicals, we're going to fix the problem at the source. In an
ambitious pilot, we’ll work with local plumbers across Coventry
to replace 25,000 pipes. We'll also trial new approaches to 1,000
homes in Shropshire to reveal insight on how to tackle this national
problem, withdraw chemical use, and reduce the estimated 25%
of leaks that come from these customer-owned pipes.

Help customers save water

We're rolling out a large-scale trial of over 150,000 smart water
meters. These will help customers use water more efficiently, while
also helping us reduce leakage by enough to supply a town the size
of Market Harborough. This will help reduce the need for future
investment in water resources that the Government has forecast

is needed across the entire country.

Accelerating environmental improvements

We'll support environmental improvement to 500 km of rivers,
through accelerated delivery of our Water Framework Directive
statutory obligations and improvements to storm overflows -
delivering benefits five years earlier than we would have done
without this opportunity to contribute to the Green Recovery.

On top of the long-term benefits for customers and the environment, these investments will directly create around 2,500 jobs in the Midlands
ata time when employment, and getting people back into work, is vital for our region. And we’ll be recruiting and training local people, using
the brilliant facilities at our new Academy, to improve skills across our region.
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MARKET AND INDUSTRY OVERVIEW

Market and Industry Overview

Our water sector

Atotal of 17 regional businesses supply water services to over
50 million household and non-household customers in England
and Wales. 11 of these, including Severn Trent Water Limited
and Hafren Dyfrdwy Cyfyngedig, provide water and waste water
services; the remaining six provide water only.

Looking to the next 25 years

At Severn Trent, we are absolutely committed to drive progress
in the water sector now and for generations to come. We are first
and foremost driven by our Purpose - ‘taking care of one of life’s
essentials’ - focused on the delivery of outcomes for the benefit
of our customers and wider society, as well as our shareholders.
In order to maintain the high-quality service our stakeholders
expect of us, it is important that we anticipate and plan for
long-term trends and issues likely to impact on our activities.
We review this information as part of our long-term planning
and our risk management process. Read more on page 38.

Over the next 25 years and beyond we have identified many challenges
and opportunities that we are likely to be faced with and how our
strategic priorities will help us tackle these challenges.

We are already underway with delivering our bold ambitions to

make positive contributions to the environment and deliver tangible
improvements for our customers, while ensuring bills remain
affordable. Moving forward, working in partnership with other

water and waste water companies is key to delivering water resource
resilience for future generations to come.

Our 2020-25 Business Plan and our Water Resource Management
Plan (WRMP’) are both available on our website and examine the
challenges and opportunities we face and how we will focus our
resources to meet them.

1% 15%

of profits donated reduction in leakage
to charities and (and a further commitment

community groups to achieve 50% by 2045)
195,000 £6.8bn
financially vulnerable Totex allowance
customers supported

per year by 2024/25

¥/
9%
average bill reductions

50% 5,000

2,100km

of rivers improved

reductionin hectares of
pollutions by 2025 biodiversity
improved by 2027
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Working with our regulators and stakeholders

We are subject to regulation of our price and performance by
economic, quality and environmental regulators, as outlined below.

You can read more about how we engaged with our regulators
and other stakeholders this year on pages 68-71.

POLICY

ot
Tor Emvronment
Food & Rural Afairs

i

Unywade peth L yrwn
Wrlth Gopprrmamt

The Department for the Environment,

Food and Rural Affairs (‘Defra’] in England,
and the Welsh Government in Wales provide
strategic and policy direction for the industry
and our regulators.

REGULATION AND REPRESENTATION

The Consumer Council for Water (CCW’)
speaks on behalf of water consumers in
England and Wales. It provides advice to
consumers and takes up complaints on
their behalf.

The Drinking Water Inspectorate ([DWI')
independently checks that water supplies in
England and Wales are safe and that drinking
water quality is acceptable to consumers.

The Environment Agency [‘EA) allows us

to collect water from reservoirs, rivers

and aquifers and return it to the environment
after it has been used by our customers and
treated by us.

MATURAL
EtLARND

Natural England advises the Government
on the natural environment in England and
helps to protect nature and the landscape,
especially for plant and animal life in both
fresh water and the sea.

Cylosth Kvturial Cyrmr,
Ml Rirkeurti Wk

Natural Resources Wales is the
environmental regulator in Wales.

It oversees how the country’s natural
resources are maintained, improved
and used, both now and in the future.

o0f(@at

Ofwat is the economic regulator for
the industry in England and Wales.
Ofwat principally exercises its duty
to protect the interests of customers
through periodic reviews of charges
(‘price reviews'] every five years.

We also work with a range of other regulators including:

o the Health and Safety Executive to manage risk and ensure
that the health and safety of our employees, customers and
visitors is preserved; and

e Ofgem, the economic regulator of gas and electricity markets,
whose remit extends to renewable energy generation.



OUR COVID-19 RESPONSE

Our COVID-19 Response: Engaging at Every Stage

The impacts of COVID-19 are still being felt
across the globe. As a socially purposeful
company, we have carefully considered
how we can make a positive impact for

the good of our stakeholders but also

for wider society.

We have a well-rehearsed approach to incident management and
while COVID-19 presents many unique challenges, the governance
structure we have implemented has provided a stable foundation from
which we can respond to the changing situation. Our Strategic Incident
Team, comprising Executive Committee members, continues to lead
the swift implementation of plans and we continue to provide services
to customers while keeping our people safe and well. Our COVID-19
response Governance Framework is set out below.

Our COVID-19 Governance Framework

BOARD
OVERSIGHT

STRATEGIC
INCIDENT TEAM
MEMBERSHIP:

EXECUTIVE

COMMITTEE

STAKEHOLDER
ENGAGEMENT

INTERNAL
CONTROL

TACTICAL

INCIDENT TEAM
Key MEMBERSHIP:
SENIOR
't‘ Informs LEADIERS
/:\ Reports

1. The Board oversees the business’s COVID-19 response and the
Strategic Incident Team’s response to the pandemic. It has directed
senior leadership considered all scenarios associated with the
pandemic, reviewed and considered potential response options,
and set expectations for our approach with each of its stakeholders.
The Board received regular updates on progress.

2 .The Strategic Incident Team leads the Company’s COVID-19
response and oversees the Tactical Incident Team. The Strategic
Incident Team considers how current and developing scenarios
will impact in the medium term and plans an effective response
to ensure the continued resilience of our operations.

3. The Tactical Incident Team ensures that the Company maintains
normal business operations, mitigates risks to core services,
protects the health and wellbeing of our people and protects
the health of our customers.

4. Internal controls and processes are continually reviewed
and updated to enable efficient delivery throughout, beyond
and during the pandemic.
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Focused on effective outcomes
March 2020

All of our buildings confirmed COVID-secure.

COVID-19 Emergency Fund announced to support local charities
and non-profit organisations affected by COVID-19.

We kept customers reassured and informed throughout the
COVID-19 pandemic through regular content across a number
of channels, including emails, social media, TV and radio.

We confirmed that we would not be taking any Government
support, making any redundancies or furloughing any of
our employees as a result of COVID-19.

We helped SME suppliers by moving to immediate processing of
payments and continued to invest in our capital construction projects.

April 2020

Launch of ‘Caring for our Colleagues’ campaign.
Launch of our online Severn Trent Education Zone.

At their request, we reduced Christine’s fee, and Livand James’
salaries by 25% for the first quarter of 2021/22 and donated the
equivalent amount to local charities supporting the response to
COVID-19 in our region.

May 2020

Launch of our industry first SMS and WhatsApp contact channels to
keep customers safe and maintain contact throughout the pandemic.

August 2020

Mapping COVID-19 through our sewers

Samples from a small number of sewage treatment works were sent
to specialist labs to test for remnants of COVID-19 to aid researchers
in narrowing down outbreaks in smaller geographical regions.
Public health officials could then act quickly to target areas at
greater risk of spreading the infection.

October 2020

Launch of Back-on-Track Scheme
We introduced a temporary social tariff - Back-on-Track - to help
support our vulnerable customers through a challenging time.

Our Education Team launched live online lessons for children
and to support parents with home-schooling.

January 2021

We proposed an ambitious package of investments aimed at
delivering long-term, sustainable benefits for current and future
generations in the Green Recovery of our region. Read more

on page 13.

February 2021

Launch of our ‘Share a Smile’ campaign.

New mental health podcast called ‘Elephant Talks" with our senior
leaders sharing their own experiences of mental ill health, recovery
and how they look after their wellbeing.

March 2021

Supporting our colleagues by providing information on the
Government’s COVID-19 vaccination programme, with colleagues
who have been vaccinated sharing their own stories.

Launch of our new ‘Have you heard about D.E.B.S’ campaign
(Domestic abuse Education, Bullying and Support) to
support colleagues who may be concerned for their safety,
either at work or at home.
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OUR COVID-19 RESPONSE CONTINUED

Taking Care of our Stakeholders, Company and Colleagues

This section provides a snapshot of how we
have approached the COVID-19 pandemic
since mid-March 2020; from managing

our operational response, to mitigating as
much risk as possible while providing the
widest range of support possible to our
stakeholders. It also directs you to sections
of the Annual Report where you can find
more detail on each of the matters below.

H

Supporting our customers

Our priority remains the safety and wellbeing of our customers
and people, and we've more than doubled the number of
customers we've helped to over 150,000.

In October 2020 we launched our Back-on-Track Scheme
specifically designed to help those who may be struggling
to pay their bill as a result of the pandemic.

We have kept customers reassured and informed throughout
the COVID-19 period through regular content across several
channels, including emails, social media, TV and radio.

Our Priority Services Register supports those customers
that need additional support from us at certain times.
We have doubled the number of our customers registered
with us to 2.6% of our customer base (2019/20: 1.2%).

We continue to partner and support Local Resilience Forums
by providing advice and guidance in respect of vulnerable
customers and ensuring that they have access to the most up
to date information to support vulnerable people in our region.

We have a range of initiatives for those struggling to pay their
bills, including the WaterSure scheme for those on low incomes
and our Big Difference Scheme, which offers bill discounts of
10%-90% for eligible customers.

We made £3.5 million available as part of our Severn Trent Trust
Fund for those who may struggle to pay their household bills.

[I:l Read more p23
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Helping to make a difference to our communities

In 2020, in addition to helping our customers directly, we established
a £1 million COVID-19 Emergency Fund and were able to support 339
local charities in dealing with the impact of the pandemic.

We launched a virtual education zone to help parents with home-
schooling - through activities, games, and stories to inspire the next
generation of water users, and have held nearly 300 online sessions.

We embraced the Government's Kickstart Scheme and have
ambitious plans to support 500 unemployed 16 to 24 year olds into
employment with paid work experience and skills development.

We also offered an additional 69 graduate and apprentice
placements this year.

[:D Read more p22

“The way they have dealt with COVID, in

terms of giving back to the community

and their efforts to go and invest in the
environment, understanding that, with

the nature of their product, there is an
inherent link between the sustainability of
their natural environment and their licence
to serve the community. | think that is
really well conceived and quite prudent.”

Magellan
(Investor)



Ensuring the long-term success
of our Company

The Board and Strategic Incident Team have continually monitored
the situation to ensure early detection of any deteriorating trends.
We have modelled plausible and extreme scenarios to determine
expected impacts and test the Group’s financial resilience.

Our strong financial position means that we are well placed
to withstand the economic shocks that COVID-19 might bring.
Read more in our Viability Statement on pages 47-49.

We continue to monitor the impact of the COVID-19 pandemic
across all areas of our business as part of our established
Enterprise Risk Management ((ERM’) processes and a dedicated
COVID-19 Statement can be found on page 46.

Our resilient financial position was a factor in our decision to
declare a final dividend in line with our AMP7 dividend policy
of growth of at least CPIH.

Working with our suppliers and contractors

Throughout the year we have supported our supply chain by
moving to immediate processing of payments. This policy has
helped many of them through the pandemic with crucial cash flow.

We're working closely and collaboratively with our whole supply
chain to provide support in respect of their underlying COVID-19
plans and continuing to invest in our capital construction projects.
This is an important focus given the role of our supply chain as key
employers in our region.

We continued to invest on our capital construction projects
throughout the year.
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“Thanks to support from Severn Trent’s

COVID-19 Emergency Fund, we have been

able to keep our nature reserves buzzing
and chirruping with wildlife, and open for

local communities to enjoy throughout the

pandemic. Thank you, Severn Trent!”

Paul Wilkinson
Nottinghamshire Wildlife Trust CEO

Taking care of our colleagues

Our priority remains the safety and wellbeing of our people
and customers. We are supporting our key workers with the
processes, PPE and other equipment they need to continue
to deliver our essential services and all of our buildings were
confirmed as COVID-secure early in the pandemic. Our plans
were also approved by our Trade Unions.

In 2020 we announced that we would not be making any
redundancies or furloughing any of our employees as a result
of COVID-19 and we are maintaining our all-employee bonus
in recognition of our colleagues’ hard work over the last year.

In 2019/20 we agreed an annual pay increase of 2.3% for the
next three years to provide certainty and security for our
employees and their families.

In April 2020 we launched a ‘Caring for our Colleagues’ campaign,
providing support on mental and physical wellbeing, and supported

individual care plans for our people living in a vulnerable situation.

In February 2021 we launched ‘Share a Smile’, an eight-week
campaign of exclusive employee events to help give our colleagues
and their families something to look forward to during lockdown.
We hosted four virtual events, a Comedy Night, Pub Quiz, Bingo
and Rockaoke. We also created weekly activity packs with a host
of ideas for our employees to do in their own time. Colleagues shared
their experiences via our dedicated ‘Share a Smile’ intranet hub.

[D Read more p72-75
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KEY PERFORMANCE INDICATORS

Key Performance Indicators

A company you can trust Lowest possible bills

The Key Performance
Indicators (KPIs)! set out
below represent financial
and non-financial
measures which we will
use from this year, and
throughout the current
regulatory period
(2020-25), to track our
performance as we
deliver our Purpose

and the Business Plan
outcomes we have
committed to our
customers and
communities.

40,728

8.1
2.5% improvement

2019/20 2020/21

Employee engagement
(Score out of 10)

0.20

T
20% improvement n

2020/21

2019/20

Lost Time Incidents ('LTI')
(Per 100,000 hours worked)

66.0 67.0

stable

2019/20 2020/21

Value for money?
(Percentage)

Once again we saw an amazing 90% of
our colleagues giving feedback in our
engagement survey. We had a fantastic
level of engagement with Severn Trent
scoring 8.3 and Hafren Dyfrdwy 8.6 out
of 10. The results put us in the upper
quartile of all companies in the UK and,
even better, in the top 5% of utilities
across the world.

For the first time ever we have a
dashboard that includes diversity and
inclusion (score: 8.8]. Although we have
scored well we know there is more to
do. Our ambition is to have a workforce
that reflects the communities we serve,
and build an inclusive organisation
where everyone feels able to bring their
whole self to work, fulfil their potential
and perform at their best.

We believe passionately that no one
should be hurt or made unwell by
what we do. We've achieved a 20%
reduction in our LTI rate (our
best-ever performance).

We have a comprehensive approach

to health, safety and mental wellbeing.
Throughout the pandemic we ensured
that all our key worker employees

had access to the correct personal
protective equipment (‘PPE’) and our
IT infrastructure enabled our non-key
worker employees to work safely from
home so we could be there for our
customers 24 hours a day, seven

days a week.

A service for everyone

2020/21

Education Programme?*
(Commitment)

1.2 [>100% improvementn

2020/21

Help to Pay When You Need It?
(% of customers)

2019/20 2020/21

Priority Services Register [‘PSR’)?
(Percentage)

For the last decade we've had the
lowest bills in the industry - and

we still have one of the lowest bills

in England. This metric tracks our
customers’ opinions of the service

we offer through quarterly surveys,
undertaken by independent experts.
Value for money is a combination

of the bill level, customers’ perception
of the service they receive and the way
we contribute to wider society.

2,632

2020/21

Biodiversity?*
[No. of hectares (ha))

This measure has changed for AMP7.
Alongside our education programme
we are also engaging with customers
to drive behaviour change.

During the year, our Education Team
launched online lessons to support our
customers and communities across
Severn Trent and Hafren Dyfrdwy with
home schooling during lockdown.
These interactive sessions ran four
times a day across the week, providing
children (and adults) with engaging
lessons about the water cycle, the
importance of looking after our sewers
and caring for the environment. Since
October 2020 we've live-streamed more
than 500 hours of content and secured
over 40,000 commitments.

Over the next five years we aim

to support more customers who
struggle to pay. We have provided
assistance to 35% of our customers
who needed support.

Our Big Difference Scheme, offering
discounts of up to 90% for eligible
customers, and our WaterSure scheme
are supporting this activity. In response
to COVID-19, we launched our
Back-on-Track tariff to support those
affected through the pandemic.

Read more on page 23.

An outstanding experience

S
9th (77.65 9th (82.:’35
scorel | 49 improvement [Ratid
2019/20 2020/21

Customer Measure of Experience?
(Index)

Developer Measure of Experience?
(Index)

Our PSRis in place for customers that
need additional support from us at
certain times. Currently 2.6% of our
customer base are registered with us.
We work with organisations across
our region, including the energy
industry, to identify customers that
may benefit from being registered
with us. Our ambition is to increase
our priority services coverage to 9.7%
of our customer base by 2025.

Last year we set a bold ambition to
improve over 5,000 ha of land (an area
around the size of Gloucester) across
our region and plant 1.3 million trees by
2030. This year we've improved 2,632 ha
and planted ¢.290,000 trees.

By working across our own land and in
partnerships, we will create a network
of wildlife improvements across our
whole region involving more than

70 different organisations in 2020/21,
including the RSPB, Severn Rivers
Trust and the National Forest.

The new Hedgerow and Woodland
scheme has been a huge success,

with farmers across our region able

to plant .139,000 diverse hedgerow
and woodland saplings.

Good to drink

3.94

T

¢.60% improvement

2020/21

2019/20

Compliance Risk Index? [‘CRI’)
(Index)

—

10,394 9,468

8.9% improvement

2019/20 2020/21

Drinking water quality?*
(No. of complaints)

Ofwat’s measure of customer
experience ('C-MeX') places the
same weighting on the perceptions
of all of our customers as on those
who contact us.

This year, our C-MeX score ranked
ninth for Severn Trent and eleventh
for Hafren Dyfrdwy in the sector.
We recognise there is more to do
particularly around service delivery
and letting our customers know what
is happening and when.

Ofwat’s measure of service experience
for developers ['D-MeX') directly
compares us to our peers.

Our Developer Services customers
rank us in upper quartile in Ofwat’s
D-MeX measure of customer
experience demonstrating our
approach is clearly one of the best
across England and Wales. Itis our
ambition to lead the water industry in
terms of our digital customer offering.
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The CRIis the Drinking Water
Inspectorate’s measure of water
quality. Our final position in England
for 2020/21 has not yet been confirmed,
however we expect to see around a
¢.60% improvement year-on-year.

Our food factory mentality, bringing

the expertise and control from food
production industries into our water
treatment works, alongside investment
inour assets has resulted in our
best-ever performance.

We're continuing to develop our flow
cytometry capability, in order to rapidly
identify issues and put mitigations

in place.

Over the last few years we have
embarked on a programme to improve
our water quality performance.

This year marks the fourth year-on-
year improvement - a reduction of
over 30% since 2016/17.

Our operational teams have flushed,
conditioned and cleaned a record-
breaking length of pipe.

This programme has contributed to a
further 8.9% improvement this year,
meeting our regulatory target for the
first time.



Water always there

)

11.4

8.7
31% deterioration

2019/20

Supply interruptions?*
(No. of minutes)

2020/21

4241 414.6
2.2% improvement
2019/20 2020/21

Leakage?“(Three-year average)
(Megalitres per day (‘ML/d’))
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Our financial KPIs

D
570.3 4728
17.1% decrease
2019/20 2020/21
Group adjusted PBIT®
(Em)

1%weo | ——
27.8% decrease
2019/20 2020/21
Group adjusted EPS®
(pence)

Earlier this year, when we were in
lockdown, we saw unprecedented
demand for water across our region
which resulted in some of our
customers experiencing low pressure
orinterrupted supply, leading to a
year-on-year deterioration in supply
interruptions performance.

Our underlying run-rate for the
second half of the year has been
really positive - delivering a

monthly performance that beats

our stretching regulatory target.
We've delivered this through a focus on
network response in our control centre
and out in the field, tankering team
activity and proactive asset maintenance.

Leakage is one of our most important
measures and we have seen our
lowest ever levels of District Metered
Area ([DMA') leakage.

Reducing leaks is a critical component
to ensuring a sustainable water cycle;
reducing stress on the environment
through a reduction in the volume

of water that needs to be abstracted
and reducing the energy used to treat
water and move it around our network.
We report leakage as the volume

of water we lose from the network
each day as a three-year average.
This year has seen us reduce leakage
by 2.2% starting us on our journey

to delivering a 15% reduction from

our 2019/20 baseline over the next

five years.

Waste water taken away safely

e

933 780

16% improvement
2020/21

2019/20

Internal sewer flooding?*
(No. of incidents)

T

34% improvement

5,468

2020/21

2019/20

External sewer flooding®*
(No. of incidents)

Group adjusted profit before
interest and tax (‘adjusted PBIT’)

is a measure of the profit generated
by the Group’s operations excluding
distortions caused by large and
unusual income or costs that are
classified as exceptional items.
Commentary on the performance
inthe yearis set out in the CFO's
Review on page 31.

Earnings per share (‘[EPS’) is a key
financial metric that indicates the
Group's profitability after finance
costs and tax. Adjusted EPS excludes
distorting factors such as exceptional
gains and losses and accounting
adjustments for gains and losses

on valuations of financial instruments
and deferred tax. Commentary on
the performance in the year is set out
in the CFO’s Review and the calculation
of adjusted EPS is set out in note 15 to
the financial statements.

64.4 64.5

0.1% increase

2019/20 2020/21

Regulated gearing
(percentage)

2019/20

increase

2020/21

Return on Regulated Equity
outperformance [‘RoRE’) (basis points)

We've made a 16% year-on-year
improvement, despite high-intensity
storms in June and August effecting
our sewer network.

In September 2020 we began our
sewer sensors trial by installing
more than 1,550 battery-powered
smart units and we're planning to
install a total of 40,000 by 2025.
These sensors will help prevent
flooding from blockages caused

by wet wipes, cooking fats and other
unflushables by giving us a better
understanding of what is happening
in the sewers in real-time sowe can
take proactive steps to protect our
customers and the environment.

Reducing external sewer flooding was
our major success story of the last five
years. Our continued focus led to a 34%
year-on-year improvement.

We know that any incidences of

sewer flooding are a problem for our
customers, and we know we still have
more work to do. We have started our
roll out of smart sewer sensors across
our network - allowing us to accurately
target interventions and prevent the
escape of sewage.

Waste water taken away safely

=

31% improvement

1,520

2019/20 2020/21

Public sewer flooding®*
(No. incidents)

B

21% improvement

242

2019/20 2020/21

Pollutions incidents?*
(No. of incidents)

This is the first year we've had a
regulatory commitment to reduce
flooding that impacts public open
spaces. We worked hard during
2019/20 to set the foundations for
our performance and are delighted
to report we've made a further
improvement during 2020/21.
Activities we have undertaken across
our sewer network to reduce the
number of blockages and sewage
spills have really helped drive down
the risk of public sewer flooding.

We've set ourselves a bold ambition
to halve the number of pollution
incidents by 50% by 2025 and we've
made a fantastic start with a

21% year-on-year improvement.
We're continuing to expand our
pollution monitoring and response
capabilities. In Sutton Park, one of
the largest urban parks in the UK with
significant societal and environmental
importance, we have deployed 150
sensors alongside a part-time ranger
to monitor activity.

Regulated gearing is calculated as the
Severn Trent Water Group's net debt
divided by the Regulatory Capital Value
of the regulated businesses. Itis an
important metric in Ofwat’s regulatory
model, which for AMP7 is based on a
notional gearing level of 60%.

Low gearing would lead to a higher cost
of capital as this would indicate a
reliance on more expensive equity
funding. High gearing indicates greater
risk of default on debt finance.

Return on Regulated Equity
outperformance (‘RoRE’) is a key
metric used by Ofwat and is the
performance metric used in our Long
Term Incentive Plans. It measures
performance against an expected
return set by Ofwat. Performance is
determined across three main areas:

¢ total expenditure (‘Totex’) measured
by efficiency in operational and
capital expenditure;

e operational performance is
measured by the customer Outcome
Delivery Incentive ((ODI') reward
earned or penalty incurred; and

¢ financing performance is measured
by performance against Ofwat’s
expected cost of debt set in the Final
Determination.

Commentary on the performance in the

year compared to the previous year is

set out in the CFO’s Review on page 33.

Notes

1. Anumber of our operational KPIs contribute to more than one of our Business

Plan outcomes.

2. Performance commitments relate to Severn Trent Water as it operates
today, following the realignment of the England - Wales boundary, unless

indicated otherwise.

3. Alternative performance measures are defined in note 43 to the Group

financial statements.

4. Where possible we have used consistent data for 2020/21 which may differ from
our APR20 reported value due to methodology changes for a number of ODls.

Severn Trent Plc Annual Report and Accounts 2021 19



PERFORMANCE REVIEW

Regulated Water and Waste Water Performance Review

We focus what we

do towards our nine
outcomes for the
customers and
communities we serve,
and the environment
that we depend on.

A company
you can trust

[D Read more p21

A service
for everyone
[:D Read more p24

always there
D:] Read more p27

Our Regulated Water and Waste
Water business includes the
wholesale water and waste water
activities of Severn Trent Water
Limited and its retail services to
household customers, and Hafren
Dyfrdwy Cyfyngedig. Unless
stated otherwise, the information
in this section relates to Severn
Trent Water, which makes up 98%
of our total customer base.

Al S

A positive Lowest possible
difference bills
[T] Read more p22 [T1 Readmore p23

An outstanding Good to
experience drink

[:D Read more p25

Waste water
safely taken away
[]:] Read more p28
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[:D Read more p26

Athriving
environment
[1—_] Read more p29




A company
you can trust

Our stakeholders expect us to be
a company that not only delivers
on its commitments, but also
considers how it delivers those
commitments - being honest
about progress along the way.

Engaging with our customers
Customers are at the heart of everything we do, and our proactive and
continuous engagement ensures that we are truly able to understand
what matters to them and deliver improvements in service. Customers
have told us that they expect us to protect and improve the environment,
help mitigate the effects of climate change and make a positive difference
in the communities we serve. They have also told us that ensuring their
bills are affordable remains a priority and we are committed to delivering
against these expectations in all that we do.

Supporting our people

A happy and motivated workforce is vital to securing the trust of

our customers and stakeholders and we continuously adapt how

we listen, and respond to, the views of our people. We're delighted
with this year's QUEST employee engagement scores in Severn Trent
and Hafren Dyfrdwy (8.3 and 8.6 out of 10 respectively), placing us for
a second year in a row in the top 5% of utility companies.

Our strongest performing areas were growth, loyalty and satisfaction
which really reflects our efforts to create an inclusive organisation
where everyone feels able to bring their whole self to work, fulfil their
potential and perform at their best. Page 73 sets out our diversity

and inclusion programme in more detail.

We believe that no one should be injured or made unwell by what
we do and we were pleased with our best ever Health Safety and
Wellbeing performance this year, with a 20% improvement in Lost
Time Incident’s ['LTIs’) this year.

6th place in Tortoise Responsibility100 Index

We were proud to remain the highest-ranked utility company in the
Tortoise Responsibility100 Index, which ranks FTSE100 companies
on their commitment to key social, environmental and ethical
objectives. We received first place for ‘Good Business’ (covering
arange of measures from employee engagement to Fair Tax and
research and development spend) and achieved second place for
Poverty and Wellbeing, assessing performance on employee
physical and mental wellbeing and real Living Wage accreditation.
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Shareholder vote on our climate change approach

In order to demonstrate our commitment to shareholders, and
wider stakeholders, on 24 March 2021 the Board announced
its intention to put its long-term approach to climate change
before shareholders, and seek a non-binding advisory vote on
our ambitious plans to achieve them, at the Company’'s AGM
on 8 July 2021. We believe it is important that shareholders,
and other stakeholders, have the opportunity to engage with
the plans we have developed to ultimately build trust.

Leading the way on gender diversity

Severn Trent has long been recognised as a global leader on gender
equality. As at 31 March 2021, four members (33%) of our Executive
Team and 22 members (42%) of our senior leaders were female, and
we have been named second in the Hampton-Alexander Review for
our performance in this area. We were ranked fifth in the UK (and 31st
globally) in the Equileap Gender Equality Global Report and recognised
as a global leader in the Bloomberg Gender-Equality Index, achieving
a score of 71% (up from 53% last year). As at 31 March 2021, female
representation in the Company was 28.6% (2,029 women) and 56% (5
women) on the Board. Page 104 sets out a gender breakdown of
Directors, senior managers and employees of the Company.

A fair approach to tax

Tax is a very public way that all businesses contribute to the society
that they serve. We were delighted to be awarded the Fair Tax Mark
for the second year running in recognition of our commitment to
managing our tax affairs responsibly, and supporting measures
aimed at enhancing tax transparency.

2nd 8.3

in the Hampton-Alexander out of 10 employee engagement
Review for our performance score, once again placing us in
on gender equality the top 5% of global utilities
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PERFORMANCE REVIEW CONTINUED

A positive
difference

Because of the unique nature of what
we do we can make changes right

across our value chain that add up to
a big difference for our communities.

Kickstart to the year

We have embraced the Government Kickstart Scheme with our
ambitious plans to support 500 unemployed 16 to 24 year olds

into employment with paid work experience and skills development -
with our first set of ‘Kickstarters’ having joined us in January 2021.
This is a key opportunity to help change the lives and future outlooks
for young people from our communities and equip them with the
experience and skills that will stand them in good stead as they look
to find full-time opportunities, possibly even within Severn Trent.

Each of our 'Kickstarters’ will spend 25 hours a week with us for
six months and whilst the programme is a wonderful opportunity
for young people in our communities, we’ll also benefit from

new outlooks and fresh perspectives that they can bring.

Our employability scheme

For the past five years, we have partnered with Hereward College
to offer nine-month internships to students with disabilities and
additional educational needs. Without such opportunities these
young people are three times more likely to be unemployed than
their contemporaries without disabilities - so offering real work
experience can significantly boost their chances of entering

paid employment after college. The programme has been

hugely successful with many of our interns entering paid
employment after their internships.

We've started looking at ways to expand the scheme to other partner
colleges in different areas of our region.
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Super sewer education

During the year, our Education Team adapted their programmes
and launched live online lessons to support our customers and
communities who were home schooling during lockdown. These
one-hour interactive sessions ran four times a day, five days a week,
providing children, and adults, with engaging and virtual lessons all
about the water cycle, the importance of looking after our sewers
and caring for the environment.

In December 2020, we also welcomed our new Secondary Education
Team, focused on inspiring young people (Key Stage 3 and above] and
community groups, particularly around preventing sewer blockages.
The new team has made great initial progress and has already
delivered a number of school sessions.

From April 2021, our education programme will focus on water
efficiency and, through our partnership with the Commonwealth
Games, will also promote messages in relation to sustainability
and the importance of water as a precious and finite resource.

500 c.300

unemployed 16 to 24 year livestreamed sessions for
olds to be supported as part schools and home learners
of our Kickstart Scheme

Our £1 million COVID-19 Emergency Fund

Early in the pandemic we established our £1 million COVID-19
Emergency Fund to support those at the forefront of our region’s
response. Whilst we already help thousands of customers who are
struggling to pay their bills or who are vulnerable, our emergency
fund gave additional support to community projects and charities,
helping those most in need during these difficult times. Financial
support is also available through a number of our schemes that
thousands of our customers are already taking advantage of.



Lowest possible
bills

We are always looking for efficiencies
and opportunities to innovate to keep
our bills as low as possible.

Lower bills, more value

We share the belief with our customers that water should be
affordable for all. Our customers’ perceptions of value for money
has remained stable at 67% this year, compared with 66% at the
close of AMP6. We know that we're entering a challenging period

as the full economic impacts of COVID-19 become clearer. However,
we do so from a stronger position than we have seen in our recent
history - and we've increased activity to raise awareness of support
schemes available to customers to support them as we emerge
from this period of prolonged uncertainty.

Our average combined bill for the year - around £1 a day - remains
one of the lowest in the country, and we will continue to offer one of
the lowest bills in AMP7. Our Hafren Dyfrdwy customers continue
to have the lowest average combined bills in Wales.

Supporting our customers through COVID-19

As a regional business, with many of our people also being
customers and members of the communities we serve, we take
seriously the role we must play in supporting the communities hit
hardest by the pandemic, which is why we awarded c.£3.5 million
of funding to over 400 charities and not-for-profits in our region
through our COVID-19 Emergency Fund, Community Fund and
our Water Efficiency Savings Challenge.

We also made a real customer impact, issuing just under 4,000

trust fund grants to help our vulnerable customers through what

has remained a challenging time and we also introduced a temporary
social tariff called ‘Back on Track’ which has helped some of our
customers, who have struggled to pay, apply for a reduction of up

to 50% on their bill for 2021/22.
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Supporting our Hafren Dyfrdwy customers

Our Purpose, taking care of one of life’'s essentials, helps
shape our decision making, including creating societal value
through our social and environmental commitments beyond
those outlined in our AMP7 business plan.

COVID-19 has had a global impact and we are acutely aware
that some of our customers will be experiencing affordability
pressures. We have provided extra support for our customers
in need through our vulnerability schemes including WaterSure
and our Priority Services Register. Assistance is also available
online through ‘Here2Help’, our social tariff which has helped
1,382 customers access the support they need.

We have been working closely with Welsh Government,

the Consumer Council for Wales and stakeholders such as

Dwr Cymru to further understand the impacts of COVID-19

on customers and look at the additional support we can offer
where needed. Partnerships have been established with
Wrexham Borough Council, Powys and Wrexham Citizens Advice
and Warm Wales to sign-post customers to the support we offer.

Around £1
a day

average combined
bill for the year

1,382

of our Hafren Dyfrdwy
customers supported
through our Social Tariff
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PERFORMANCE REVIEW CONTINUED

A service
for everyone

We want everyone to have access
to, and be able to afford, our
services. This year, more than ever,
has underlined the importance of
our Purpose of taking care of one
of life’s essentials and delivering

a service for everyone.

Improving affordability

We understand that even though our bills are low, some customers
have difficulty paying and we continue to do everything we can to
help those who are genuinely struggling.

This year we helped over 150,000 customers with their bills,
equating to 35% of our customers who struggle to pay, through
arange of measures. Our Big Difference Scheme helped over
67,000 customers with over £15.5 million of support by offering
them a discount of between 10% and 90% on their average bills
and our WaterSure scheme has supported over 15,000 customers
with over £3 million. We've also, just as importantly, worked with
customers providing tips and guidance to help reduce their usage.

Our Priority Services Register allows us to establish the specific
needs of our customers and tailor our support. 2.6% of our customer
base are now registered with us and we're working with organisations
across our region to identify customers that may benefit from being
registered. Our ambition is to increase our priority services coverage
to 9.7% of our customer base by 2025.
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Caring for our care leavers

In 2020, we launched an industry first initiative to provide financial
support to care leavers as they move into independent living. A care
leaver is an adult who has spent time living in the care system,
away from their family. We partnered with Coventry City Council

to support 400 young adults and fast-track them on to the Big
Difference Scheme and receive up to 70% off their bills. We're
proud to be the first utility company to join up with a local authority,
offering this type of support to care leavers, and we hope to work
with more local authorities across our region in the future.

Supporting accessibility

We're focused on being there for our customers - 24 hours a day,

seven days a week - through whatever channel they choose. 53% of
our customers choose to contact us through digital channels and we
have set ourselves the ambition of leading the water industry in “digital’.
Customers can now contact us via social media (Facebook, Twitter,
Instagram), WhatsApp, Apple Chat and Webchat. Our commitment

was recognised at the UK National Contact Centre Awards this year.

Throughout the year we have focused on connecting our people to

our customers on a deeper level through our cultural programme,
Connected Customer Culture, and we've also improved our technology
to include speech analytics and better call handling to improve our
services even further.

We continue to learn and adapt to ensure our digital offer continues
to meet customers’ changing needs and provide the best experience
possible for them.

¢.150,000

customers helped with
their bills during the year

2.6%

of our customer
base reached
through our Priority
Services Register



An outstanding
experience

We want to consistently
exceed our customers’
expectations and deliver
an outstanding experience.

Customer experience

We were highlighted in the Top 20 most improved organisations
within the January 2021 UK Customer Satisfaction Index and are
now in fifth position overall, and all of this against the backdrop

of one of the lowest bills in England, at around £1 a day. In addition,
we are upper-quartile in the ‘experience’ section of Ofwat’s customer
satisfaction measure (‘'C-MeX') which assesses the perceptions of
all our domestic customers. However, when taking into account

the views of customers who have specifically contacted us during
the year, for example in regard to a leak, blockage or billing query,
we rank in the median position. So, whilst we have much to be proud
of with the successes outlined above, we recognise there is more to
do particularly around service delivery and letting our customers
know what is happening and when.

Our Developer Services customers place us in the upper quartile
of Ofwat’s measure of service for developers ('D-MeX’). It is our
ambition to build on this success and lead the water industry in
terms of our digital customer offering.

We are committed to improving our performance and offering the
best service and experience to all our customers and developers.

2020 National Contact Centre Award Winners

As a company, we put customers at the heart of everything we

do and we were delighted to win Training/Coaching Manager of
the Year and Learning and Development Team of the Year at the
2020 UK National Contact Centre Awards. We were also thrilled to
win a silver award at the European Contact Centre and Customers
Service Awards for ‘most effective management of peak demand".

STRATEGIC REPORT

GOVERNANCE

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

A new approach to customer experience
in waste

During the year we implemented a new Waste Customer
Management Centre in Derby, which focuses on complex
activity that forms approximately 20% of total job volumes,
but contributes to c.80% of customer dissatisfaction. We are
positive that this dedicated approach will drive improvements
to the end-to-end customer journey within waste.

Accelerating our digital transformation

Our digital strategy is focused on improving our customers’ experience
whilst also driving efficiencies to free up critical teams to resolve
complex customer issues. This year, we introduced a customer-centric
tech solution for our contact centres - a key stage in our journey -
which saw delivery of more advanced telephony capabilities, in-queue
call back functionality and enhanced call recording abilities.

In response to COVID-19, we promptly implemented COVID-secure
working and home working capability for our contact centre staff
to ensure that we could be there for our customers throughout

the pandemic and continue to deliver great customer experience
and operational performance.
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PERFORMANCE REVIEW CONTINUED

Good to
drink

Providing a safe supply of
water for our customers to
enjoy is at the very heart of
our Purpose of taking care
of one of life’'s essentials.

Strong performance on water quality

Our additional investment over the last few years has continued
to improve our performance on water quality complaints. This
year marks the fourth year-on-year improvement - a reduction of
just under 9% since last year and a 30% reduction in complaints
since 2016/17. Our operational teams have also relined over

48 km of water mains this year.

The Compliance Risk Index is the Drinking Water Inspectorate’s
measure of water quality and we've seen significant improvements
delivering c.60% year-on-year in Severn Trent and ¢.70% in Hafren
Dyfrdwy. We are utilising technology, allowing us to more quickly
address issues, ensuring we maintain exceptional quality water to
our customers’ taps.

Our performance has been helped by our approach to asset

health in the round with our ‘Overall Equipment Effectiveness’
approach delivering tangible benefits through: reducing planned
work volumes and associated time to complete the tasks, reducing
cost and improving asset performance.

Farming foi
clean water

STEPS grants up to £5,0
availlable in your catchm:

Severn Trent’s Environmental Protection
Schemes (‘STEPS’)

Our STEPS grant schemes offer farmers and land managers

- both owners and tenants - financial and technical support, to
invest in tailored solutions to help tackle diffuse water pollution,
protect and maintain biodiversity, and support the natural
environment. STEPS has been running since 2015 and we've
awarded more than 1,900 grants. Funding is prioritised for
projects that will have a greater impact on our pollution
reduction targets.
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2020 Alliancing and Partnership Initiative
of the Year - Farming for Water

In 2015, we launched the Farming for Water scheme, aimed

at reducing water pollution from agricultural practices and
improving biodiversity across the region. In simple terms, we
set the goal of reducing pollution from agriculture - pesticides,
nitrate and cryptosporidium - entering our water system.

The recognition is a real testament to the hard work our teams
and partners have put in over the past five years and the great
relationships we've cultivated at all levels.

Catchment management

When it comes to improving water quality, prevention is always better
than a cure and we've continued to make investments to ensure that
the water that enters our rivers is as clean as possible in the first
place. Our Catchment and Biodiversity Team has developed new ways
of working with farmers, community groups and Non-Government
Organisations [NGOs') to safeguard the delivery of our Biodiversity
and Farming for Water initiatives.

During the year we held 1,811 meetings with farmers in our region
and are on track to meet our ambitious engagement target of 9,000
farmers by 2025. Our Farming for Water initiatives can help us reduce
phosphate levels by 50% more than traditional treatment technology.

Last year we set a new bold ambition to improve 5,000 hectares
(an area around the size of Gloucester) across our region by 2027 and
we have delivered 2,632 hectares of improvements this year alone.

You can read more about our approach to Catchment Management
in our Sustainability Report in the ‘Enhancing our Natural Environment
Cycle’ section.




Water
always there

We will ensure that water

Is always there when our
customers need it - both today
and for future generations.

Maintaining supply

At 11 minutes 21 seconds, we once again saw how unexpected events
can impact performance. Our underlying run-rate for the second half
of the year has been really positive - delivering a monthly performance
that beats our regulatory target. We've delivered through a focus on:
network response in our control centre and out in the field; reacting
quickly and getting our teams out on the ground as soon as possible to
re-direct water and repair the asset; and to further minimise the time
our customers go without supply, we temporarily restore supply with
our in-house team injecting water directly into the network.

Our proactive maintenance strategy is essential as we have thousands
of assets on the network - our focus this year has been on the most
critical valves, which thousands of customers rely on to ensure their
water can be re-directed in the event of an interruption to supply.

We are pleased that we have met our mains bursts target.

Water demand

Our water efficiency programme has experienced a number of
successes this year including our schools education programme,
providing water-efficiency advice through home visits to 11,866
customers; installing 83,000 water meters, and offering free

and subsidised water-saving devices to customers. With the help
of our customers, we've saved c¢.25 million litres a day between
2015 and 2020, and our aim is to achieve per capita consumption
of 118 litres per person, per day by 2045.

For our Welsh customers, we've embraced the Welsh Government's
ambitions for a lead-free Wales by beating our year one target for
lead pipe replacement four times over.

World Water Innovation Fund (‘WW