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Severn Trent (W&S) Limited

Directors’ report
The directors present their repert and the audited financial statements of the company for the year ended 31 March 2011
Business review and principal activities

The company ts a wholly owned subsidiary of Severn Trent Plc and operates as part of the Severn Trent group’s Severn
Trent Water business

The principal activity of the company 1s to act as a finance company for the Severn Trent group's non-regulated activities

There have not been any significant changes in the company’s principal activities in the year under review The directors are
not aware, at the date of this report, of any likely major changes in the company’s activities 1n the next year

During the year the company was nvolved in a reorganisation of the Sevem Trent group that created a regulated and non-
regulated sub group in order to facilitate

« The unbundling of assets and services that mght anse from future deregulation,

* The prowision of services from the non-regulated group to the regulated group, and

«  Separate funding of the regulated and non-regulated groups

As part of this exercise the company incorporated a new subsidiary, Severn Trent Carsington Limited, and then fransferred
its shares 1n Severn Trent Water Limited to Severn Trent Carsington in exchange for shares in that company Severn Trent
Carsington then sold its investment in Severn Trent Water to Severn Trent Investment Holdings Limited for £2,684 million
with the consideration being left outstanding as an intra-group loan

Severn Trent Plc manages its operations on a divisicnal basis and the company’s directors do not beheve that further key
performance indicators for the company are necessary to enhance the understanding of the development, performance or
position of the business The performance of the Severn Trent Water business, which includes this company, 1s discussed in
Severn Trent Pic's Annual Report and Accounts {(which does not form part of this report)

Results and dividends

The company's loss for the financial year after taxation was £27,100,000 (2010 profit of £157,800,000) The directors do not
recommend the payment of a dividend

Principal risks and uncertainties

Treasury management

The Severn Trent group manages Its treasury operatons on a group basis Financial sk management s performed by
Severn Trent's Group Treasury department This includes assessment and mitigation of price nsk, credit nsk, iquidity nsk
and interest rate cash flow risk The group's treasury management policies and operations are discussed in Severn Trent
Pic’s Annual Report and Accounts (which does not form part of this report)

Environment

The company recognises the importance of its environmental responsibiliies, monitors its iImpact on the environment and
designs and implements policies to reduce any damage that might be caused by its activites The company operates in
accordance with the group policies of Severn Trent Plc which are descnbed in the group’s Annual Report and Accounts
{which does not form part of this report)

Employees

There are no employees of this company

Directors

The directors who served durning the year are shown on page 1 On 18 February 2011 R P Bnerley resigned and M Armitage
was appointed as Company Secretary On 1 November 2011 P M Sentor resigned and G P Tyler was appointed as a

director to the company

No emoluments were paid by the company In respect of the services of the directors to the company Their emoluments are
paid by other companies within the Severn Trent group




Severn Trent (W&S) Limited

Directors’ report

Directors’ responsibilities statement

The directors are responsible for prepanng the Drrectors’ report and the financial statements 1n accordance with apphicable
law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law, the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
{United Kingdom Accounting Standards and applicable law) Under company law, the directors must not approve the
financial statements unless they are satisfied that they give a true and farr view of the state of affairs of the company and of
the profit or loss of the company for that penod  In prepanng these financial statements, the directors are required to

¢ select suitable accounting policies and then apply them consistently,
make judgments and accounting estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements, and

= prepare the financial statements on the going concern basis unless 1t Is Inappropriate to presume that the company
will continue Iin business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial stalements comply with the Companies Act 2006 They are also responsible for safeguarding the

assets of the company and hence for taking reascnable steps for the prevention and detection of fraud and other
rregulanties

Going concern and financial position

The directors have considered the financial position and future prospects of the company The directors believe that the
company has access to sufficient resources to manage its business risks successfully despite the current uncertain economic
outlook In particular the company participates in the group’s pooled banking arrangements and receives funding from the
Severn Trent group in the form of intra-group loans  After making enquines, the directors have a reasonable expectation
that the company has adequate resources o continue m operational existence for the foreseeable future Accordingly, they
continue to adopt the going concern basis in preparing the repert and annual accounts

Directors’ indemnities

The company’s Articles of Association provide that directors of the company shall be indemnified by the company against
any costs incurred by them in carrying out therr duties including defending any proceedings arising out of their positions as
directors in which they are acquitted or jJudgment 1s given in their favour or relief from any liability 1s granted to them by the

court
Auditor and disclosure of information to auditor

In the case of each of the persons who are directors of the company at the date when this report 1s approved

» so far as each of the directors 1s aware, there 1s no relevant audit information of which the company’s auditor s
unaware, and

» each of the directors has taken all the steps that he/she ought to have taken as a director to make himself/herself
aware of any relevant audit information and to establish that the company's auditor 1s aware of that information

Relevant audit information means information needed by the company’s auditor in connection with preparing its report This
confirmation 15 given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006

Deloitte LLP has indicated its willingness fo continue as auditor

B%r of the board

Director
15 December 2011




Independent auditor’s report to the members of Severn Trent (W&S)
Limited

We have audited the financial statements of Severn Trent (W&S) Limited for the year ended 31 March 2011 which comprise
the profit and loss account, the balance sheet and the related notes 1 to 16 The financial reporting framework that has been
applied in their preparation 1s applicable law and United Kingdom Accounting Standards {(United Kingdom Generally Accepted
Accounting Practice}

This report 1s made solely to the company’s members as a body, In accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we might state to the company’s members those matters we are
required to state to them in an auditor’s report and for no other purpose To the fullest extent permitted by law we do not
accept or assume responsibility to anyone other than the company and the company's members as a body, for our audit work,
for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view Our responsibility 15 to audit and express an
opinion on the financial statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland} Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient te give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the company’s circumstances and have
been consistently applied and adequately disclosed, the reascnableness of significant accounting estimates made by the
directors, and the overall presentation of the financial statements In addition, we read all the financial and non-financial
information in the annual report to wdentify matena! inconsistencies with the audited financial statements If we become aware
of any apparent matenal misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opinion the financial statements

. give a true and fair view of the state of the company's affairs as at 31 March 2011 and of its loss for the year then
ended,
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Prachice, and
. have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compantes Act 2006

In our opinion, the information given in the directors’ report for the financial year for which the financial statements are
prepared I1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in
our opinion

. adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us, or

. the company financia! statements are not in agreement with the accounting records and returns, or

. certain disclosures of directors' remuneration specified by law are not made, or

. we have not received 2ll the information and explanations required for our audit

C (A da

Christopher Robertson (Senior Statutory Auditor}
For and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
Birmingham
United Kingdom

\b December 2011




Severn Trent (W&S) Limited

Profit and loss account
For the year ended 31 March 2011

Notes 2011 2010

£m £m

Operating costs (67 (0 6)
Total operating costs 2 (6 7} (0 8)
Operating loss (67) (0 6)
Income from share in group undertakings - 170 ¢
Net interest payable 4 (310) {16 1)
(Loss)/profit before tax {377) 153 3
Taxation on (loss)profit on ordinary activities 5 106 45
{Loss)/profit for the financial year (27 1) 157 8

All results are from continuing operations in both the current and preceding year

The company has no recognised gamns or losses other than the (loss)prafit above and therefore no separate statement of

total recognised gains and losses has been presented

Movements in shareholder's funds are disclosed in note 13




Severn Trent (W&S) Limited

Balance sheet
As at 31 March 2011

Notes 2011 2010
£m £m
Fixed assets
Investments 7 2,038 4 2,038 4
2,038 4 2,0384
Current assets
Debtors 8 3021 3280
Cash at bank and in hand 1.1 04
3032 328 4
Creditors amounts falling due within one year 9 {1,706 4) {13)
Net current (liabilities)/assets {1,403 2) 3271
Total assets less current habihties 6352 23655
Creditors amounits falling due after more than one year 10 {10) {1,704 2)
Net assets 634 2 661 3
Capital and reserves
Share capital 11 500 1 5001
Profit and loss account 12 134 1 161 2
Total shareholder's funds 634 2 6613

17lnanc1a statements were approved by the board of directors on 16 December 2011 They were signed on its behalf by

R C McPhegly
rector

£ DecemBer 2011

Company Number 03995023




Severn Trent (W&S) Limited

Notes to the financial statements

1. Accounting policies
a) Accounting convention

The financial statements have been prepared on the going concern basis (see Directors' report) under the historical cost
convention, and in accordance with applicable Umted Kingdom Accounting Standards and comply with the requirements of
the United Kingdom Companies Act 2006 {‘the Act’) The principal accounting policies, which have been applied consistently
In the current and preceding year are set out below

b) Basis of preparation

The company s a wholly owned subsidiary of Severn Trent Plc and 1s included in the consolidated accounts of Severn Trent
Plc Consequently, the directors have taken advantage of the exemption available under section 400 of the United Kingdom
Companies Act 2006 from prepanng group accounts

The company has taken advantage of the exemption of FRS 1 ‘Cash flow statements’ and not presented a cash flow
statement

¢) Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction or, If hedged, at the
forward contract rate  Monetary assets and habilites denominated in foreign currencies at the balance sheet date are
reported at the rates of exchange prevailing at that date or, f approprate, at the forward contract rate

Exchange differences are included in the profit and loss account

d) Current and deferred taxation

Current taxation 1s provided at amounts expected to be paid (or recovered) using the tax rates that have been enacted or
substantively enacted by the balance sheet date

Deferred taxation is provided in respect of tming differences between the treatment of certain tems for taxation and
accounting purposes only lo the extent that the company has an obhgation to pay more tax in the future or a nght to pay less
tax in the future Deferred tax 1s measured at the tax rates that are expected to apply in the penods in which the timing
differences are expected to reverse based on tax laws enacted or substantively enacted by the balance sheet date

e) Investments
Investments held as fixed assets are stated at cost less amounts wnitten off

f) Finaneial habilities and equity

Financial iabilities and equity instruments are classified according to the substance of the coniractual arrangements entered

into An equity instrument 1s any contract that evidences a residual interest in the assets of the company after deducting all of
its habilities




Severn Trent (W&S) Limited

Notes to the financial statements

2. Operating loss

£m £m
Operating loss is stated after charging
Foreign exchange losses 67
Other operating costs - 06
67 06
Total operating costs 67 06
The audit fee of £8,000 (2010 £8,000) was pa:d by the parent undertaking on behalf of the company
There were no fees payable to the auditor other than those disclosed above
The average number of employees (including executive directors) dunng the year was nil (2010 nil}
3. Directors’ remuneration
The emoluments of the directors are paid by other companies withuin the Severn Trent group The directors do not receive
any remuneration for services to this company
4. Net interest payable
2011 2010
£m £m
Interest payable and similar charges
Amounts payable to group undertakings {33 5) {(202) |
Total interest payable and similar charges (33 5) (29 2}
Interest receivable on
Bank deposits - 02
Amounts due from group undertakings 25 51
Other finance income - 78
Total interest recaivable 25 131
Net interest payable (310) (161}




Severn Trent (W&S) Limited

Notes to the financial statements

5. Tax on (loss)/profit on ordinary activities

2011 2010
£m £m
Current tax
Group relief recewvable at 28% (2010 28%)
- current year (10 6) (4 5)
Total current tax (10 86) (4 5)
Total tax on (loss)/profit on ordinary activities (10 6) (45)

The tax assessed for the year 1s equal to (2010 lower to) the standard rate of corporation tax in the UK, 28% (2010 28%)
The differences are explained below

2011 2010

£m £m

(Loss)/profit on ordinary activities before tax (377) 1833

Tax on ordinary activities at standard UK corporation rate of 28% (2010 28%) (10 6) 429
Eftects of

Expenses not deductible for tax purposes - 02

Dividend :ncome - (47 6)

Current tax (credit)/charge for the year (10 8} {4 5)

The company earns profits pnmanly in the UK Therefore the tax rate used for tax on (loss )/profit on ordinary activities 1s the
standard rate for UK corporation tax, currently 28%

0On 23 March 2011 the Government announced that the main rate of Corparation Tax would reduce to 26% with effect from 1
April 2011, with subsequent 1% reductions per annum to reach 23% with effect from 1 Apnl 2014 The reduction to 26% was

substantively enacted on 29 March 2011 and therefore has been reflected in the financial statements for the purpose of
calculating deferred tax assets and liabilities

6. Dividends on equity shares
Amounts recognised as distributions to equity holders in the period

No dividends were declared or paid in the year ended 31 March 2011

In the year ended 31 March 2010 intenm dividends of £163 0 million on the Ordinary shares were paild £63 million at 0 13

pence per share and £100 milion at O 20 pence per share A dividend of £23,310 was also paid on ‘A’ preference shares at
23 pence per share




Severn Trent (W&S) Limited

Notes to the financial statements

7. Fixed asset investments

The company has the following investments which principally affected its profits or net assets

Country of
operation and Percentage of
incorporation Principal actvity Equity interest  share capital held
Severn Trent Services Water services
International Limited UK consultancy Ordinary 100
Severn Trent Services
International (Overseas
Holdings Limited UK Holding Company Ordinary 100
Charles Haswell & Partners
Ltd UK Engineenng Ordinary 100
Coast to Coast Holdings Lid UK Helding company Ordinary 80
Umbria Due Servizi |drici
ScarlL ltaly ATO services provider Quota 1
Gunthorpe Fields Ltd UK Property development Ordinary 100
Debeo Debt Recovery Ltd UK Dormant Ordinary 100
Severn Trent Utility Services
Limited UK Holding company Ordinary 100
Severn Trent Carsington
Limited UK Holding company Ordinary 100
Subsidiary
undertakings
£m
Cost
At 1 Apnl 2010 2,0384
Additions 2,0050
Disposals (2,005 0)
At 31 March 2011 2,0384
Net book value
At 31 March 2011 2,0384
At 31 March 2010 2,038 4

Durning the year the company incarporated a new subsidiary, Severn Trent Carsington Limited, and then transferred its
shares in Severn Trent Water Limited {o Severn Trent Carsington in exchange for shares in that company Severn Trent
Carsington then sold its investment in Severn Trent Water to Severn Trent Investment Holdings Limited for £2,684 million
with the consideration being left outstanding as an intra-group loan

10



Severn Trent (W&S) Limited

Notes to the financial statements

8. Debtors

Amounts falling due within one year

201 2010
£m £m
Amounts owed by group undertakings 288 1 3008
2881 3098
Amounts faihing due after more than one year
2011 2010
£m £m
Amounts owed by group undertakings 140 182
140 182
9. Creditors: amounts falling due within one year
2011 2010
Em £m
Loans due to parent and fellow subsidiary undertakings 1,704.5 -
Borrowings 1,704 5 -
Amounts owed to parent and fellow subsidiary undertakings 19 13
1,706 4 13
Amounts due to group undertakings are unsecured and repayable on demand
The intercompany loan 1s with Severn Trent European Finance SRL It 1s payable on 21 March 2012, unsecured and has a
floating interest rate that was 1 85375% at the year end
10. Creditors: amounts falling due after one year
2011 2010
£m £m
Loans due to parent and fellow subsidhary undertakings - 1,703 2
Preference share capital 10 10
Borrowings 10 1,704 2
10 1,704 2
The redeemable preference shares are presented as a labiity and accordingly are excluded from called up share capital in

the balance sheet in accordance with FRS 25

‘A’ Redeemable Preference Shares of £1 each are entitled to a cumulative preferential dividend at the Specified Gilt Rate
plus 1 05% per annum and shall be redeemed without notice on 11 Apnl 2016 Holders of ‘A’ Redeemable Preference
Shares of £1 each are entitled to receve notice of, attend, speak and vote at a General Meeting of the company only If a
resolution 1$ to be proposed that relates to nights or privileges attached to the ‘A’ Redeemable Preference Shares

"



Severn Trent (W&S) Limited

Notes to the financial statements

11. Share capital

2011 2010
£°000 £000

Total 1ssued and fully paid
500,100,000 ordinary shares of £1 each 500,100 500,100

500,100 500,100

The company has also 1ssued 1,000,000 ‘A’ Redeemable Preference Shares that have been classified as a hability {(see note
10)

12. Reserves

Profit and

loss

account

£m

At 1 Apnl 2010 161 2

Loss for the financial year (27 1)

At 31 March 2011 134 1

13. Reconciliation of movement in shareholder’s funds

2011 2010

£m £m

(Loss)/profit for the financial year (27 1) 157 8
Dwidends paid on equity shares - (163 0)

Net reduction in shareholder's funds (27 1) {52)

Opening shareholder's funds 6613 666 5

Closing shareholder's funds 634 2 6613

14. Contingent liabilities

The banking arrangements of the company operate on a pooled basis with certain fellow group undertakings Under these
arrangements participating companies guarantee each others balances only to the extent that therr credit balances can be
offset against group overdrawn balances

At 31 March 2011 the company's maximum liability under this arrangementwas £1 1m (2010 £0 4m)
15. Related party transactions

Transactions with the directers of the company are disclosed in note 3

In accordance with the exemption allowed by paragraph 3(c) of Financial Reporting Standard 8, no disclosure 15 made of
transactions with other member companies of the Severn Trent Plc group

12




Severn Trent (W&S) Limited

Notes to the financial statements

16. Ultimate parent undertaking

The immediate parent undertaking 1s Severn Trent Holdings Limited

The ultmate parent undertaking and controlling party 1s Severn Trent Pic, which 1s the parent undertaking and controling

party of the smallest and largest group to consolidate these financial statements Copies of the Severn Trent Plc consohdated

financial statements can be obtaned from Severn Trent Plc's registrars at Equinit, Aspect House, Spencer Road, Lancing,
West Sussex BN99 6DA

13




