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HIGHLIGHTS

MAKING A DIFFERENCE TOGETHER

We provide clean water

and waste water services

and develop renewable

energy solutions through

our businesses.

Turnover

Profit before

Regulated water and waste water

Cur regulated water and waste water businesses are Severn Trent
Water and Hafren Dyfrdwy. The primary activities we focus on are:

- Wholesate operatians and engineering; and
- Household customer services.

About us

We are two of eleven regulated water and
waste water businesses in England and
Wales. We provide high-quality services
to more than 4.8 million households and
businesses in our region,

Where we operate

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

Adjusted PBIT’ Employees?

interest and tax

(‘PBIT)

£476.3m

£1,804.4m

55%4 5.4% A

Litres of drinking water
supplied each day

2.0bn

0% - 0% -

Litres of waste water
treated each day

3.1bn

£476.3m 6,612

5.4% A 1.2% A

Households and Revenue split

businesses served

4.8m

4% A

Business Services

Business Services operates throughout
Great Britain and includes the following
businesses:

Green Power

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

Turnover PBIT

Operating Services Property Development

Operating Services provides:

- Contract services to municipal
and industrial clients in the UK:

- Design, build and operation of water
and waste water treatment facilities
and networks to the UK Ministry of
Defence ['MQOD’]; and

- Services to developers.

Property Development manages
the sale of surpius land,

Other businesses include our
affinity and searches businesses.

Adjusted PBIT' Employees?

£143.6m

6.6% A

£36.4m

53.46% 4

1. Alternatrve Performance Measures are defined in note 43 te the Group fmancial statements

2. Average during 2021/22. See note 7 ta the Group financial statements.

£38.5m

492% &

492

12% 4
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GOVERNAMNCE REPORT

GROUP HIGHLIGHTS

Group turnover Group PBIT

£506.2m

7.5% 4

£1,943.3m

6.4% A

Group adjusted PBIT Dividend per share

£508.3m

7.5% A

102.14p

0.6% &

Adjusted basic
EPS?

Basic earnings
per share ('EPS’)

(35.2)p 96.9p

(139.51% ¥ B8.11%Y

1 Basic loss per share of [35.2] pence after exceptional deferred tax charge equivalent to 119.6 pence per share.

2 Earmings and the weighted average number of ordinary shares for the purpose of adjusted earnings per share
are defined n note 15 to the Group financial statements.

Cautionary Statement

This document contains statements that are, or may be deemed to be, forward-looking statements’ with respectto Severn
Trent's financial condition, results of operations and business and certain of Severn Trent's plans and objectives with respect
totheseitems. Forward-locking statements are sornetimes, but not always, identified by their use of a date in the future or

such words as ‘anticipates’, ‘ams’, ‘due’, ‘could’, ‘may’, ‘will, would’, 'should’, ‘expects’, ‘believes’, 'intends’, plans’, ‘projects’,

‘potential’, ‘reascnably passible’, ‘targets’, ‘goal or ‘estimates’ o words with a similar meaning, and, in each case, their
negative ar other variations or comparatle terminology. Any forward-looking statements in this document are based on
Severn Trent's current expectations and, by their very nature, ferward-looking statements are inherently unpredictable,
speculative and invalve risk and uncertainty because they relate to events and depend on circumstances that may er may not
occur in the future. Forward-looking statements are not guarantees of future performance and no assurances can be given
that the forward-lookmg statements in this document will be realised. There are a number of factors, many of wrich are
beyond Severn Trent's controt, 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 regulatary and campetition framewarks in which
the Group operates; the impact of lagal or other proceedings against or which affect the Group, and changes ininterest and
exchange rates. Allwritten or verbal forward-looking statements, made in this document or made subsequently, which are
altributable 1o Severn Tren! or any othar member of the Group or persons acting on their behalf are expressly gualified in
their entirety by the factors referred to above. This document speaks as at the date of the report.

Save as reguired by apphicable laws and regulations, Severn Trent does not intend to update these forward-looking
statements and does not undertake any obligatien to do so. Past performance of securities of Severn Trent Ple cannot
be relied upon as a quide to the future pertormance of securities of Severn Trent Plc. Nothing in this document should
be regarded as a profits forecast.

This document is not an offer lo sell, exchange or transfer any securities of Severn Trent Plc or any of 11s subsidiaries
and s 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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OUR PURPOSE

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.

2 SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

Environment

The natural environment
is critical to our
business; we are
constantly interacting
with it and we need to
protect and enhance
itwhenever we can.

Waste

Qur network of sewers
and pumping stations
collect waste water,
taking it back te our
treatment networks.
Waste water is carefully
screened, filtered and
treated in our sewage
treatment works to meet
stringent environmental
standards and is recycled
back to the envirenment.

Cur customers
and communities

We serve 4.8 million
households and
businesses with a safe
and reliabie supply of
water and collect waste
water seven days a week,
every day of the year.

Water

Our water treatment
works clean raw water
to the highest standards
making it safe to drink.
Qur network of pipes and
our enciosed storage
reservoirs bring a
continuous supply of
clean water right to

our customers’ taps.




STRATEGIC REPORT

OUR VALUES

Read moke ontine at severntrent.com

CULTURE

Read more on p92

Our culture is focusee on nurturing
and promoting the health of the natural

GOVERNANCE REPODRT

GROUP FINANCIAL STATEMENTS

STAKEHOLDER
ENGAGEMENT

Read more on p72 - 81

Effective stakeholder engagement is
a priority for every member of the Severn

COMPANY FINANCIAL STATEMENTS

REWARDING
OUR PEOPLE

Read mare on p85 - 88

We are committed to rewarding all
of gur people fairly, sharing rewards

OTHER INFORMATION

Trent team, from the frontline to the Board. with our communities through the

Our emphasis is on tracking the outcomes Severn Trent Community Fund and

of our engagement, encouraging a two-way returning value to our shareholders,
dialogue to listen to the views of our stakeholders  many of whom are also our employees

and ensure this helps inform our decision making.  and pensioners.

environment and the wellbeing of our
customers, colleagues and communities.

SUSTAINABILITY PILLARS

Raad more an p34

Taking care of the environment

- Ensuring a sustainable water eycle
- Enhancing aur natural environment
- Making the most of our resources

- Mitigating climate change

Hetping people to thrive

- Detlivering an affordable service
for everyane

- Providing a fair, inclusive and safe
place to work

- Investing in skills and knowledge

- Making 2 positive difference in
the community

Being a company you can trust

- Living our Values

- Balancing the interests of all
our stakeholders

- Running cur company for the
long term

- Being open about what we do
and sharing what we know

Read more online at severntrent.com

STRATEGIC OUTCOMES

Read abaut our performance this year on p28 - 27

A company you can trust Aservice for everyone Water always there

A positive difference An outstanding experience Waste water safely taken away

Lowest possible bills Good to drink A thriving environment

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022



OUR PURPOSE

PURPOSE IN ACTION

At Severn Trent, we are first and
foremost driven by our Purpose -
taking care of one of life's essentials.
We know that when we are united by
our clear social Purpose, we can drive
positive change and deliver positive
outcomes for all our stakeholders -
our customers, our colleagues, our
investors, the society we live in and
the environment we depend on.

We are pleased to have made strong
progress across a number of
important areas this year.

E 5 6 6 m (2017/18 prices)

additional investment for our
Green Recovery programme

340

Kickstarters have joined us

c.£2m

donated through our Community Fund

5 pledges

to Get River Positive

4 SEVERN TRENTPLC ANNUAL REPORT AND ACCOUNTS 2022

Driving positive change

Severn Trent is committed to making
decisions for the long term - decisions
that deliver value for our shareholders,
customers, the communities we serve
and the environment, and treating all of
our employees and other stakeholders
fairly. Qur culture and strong desire

to do the right thing means that we
continually look for innovative ways

to deliver cur company strategy.

Delivering positive outcomes
Through consistently living and
adhering to our Purpose and Values,
we are able to focus on the delivery

of our strategic outcomes. We work to
achieve our outcomes in a sustainable
way - be it through taking care of the
environment, helping people thrive or
being a trustworthy company. This is
integral to the way we operate.




STRATEGIC REPORT

GOVERNANCE REPORT

Green Recovery

In summer 2021, Ofwat approved our
propasal to invest £546 million (2017/18
prices] in our ambitious Green Recovery
programme, providing a great cpportunity

to deliver long-term growth for the Company
and new investment to support our environmental
and societal ambitions. All six schemes have
made excellent progress. We will publish

a dedicated Green Recovery Reportin July
this year, outlining our progress fc date.

Read more on p29 -1

Employability Scheme

We launched our 100,000 Employability
Haurs Scheme in October 2021, aimed at
helping more of our customers back into
work following the pandemic by offering

our communities 100,000 hours of valuable
skills and training at no cost to them. We have
created a range of bespoke courses available
to anyone across our region, ranging from CV
skills, presenting skills, and career planning
workshops. Qur training team will deliver the
sessions at our Academy, virtually and out in
our communities,

Read more on p&8

GROUP FINANCIAL STATEMENTS

Get River Positive

In March 2022, we announced our
commitment to ‘Get River Positive’.

This is not just an ambition or an aspiration.
Itis a firm commitment. In considering

each of our pledges, we engaged with all of
our stakeholders, including shareholders,
customers, local communities and campaign
groups, te listen to and understand their
views. Our five pledges were developed

in full consideration of these discussions.

Read more onp17 - 1%

Community Fund

Qur Severn Trent Community Fund donates
1% of our profits each year to projectsin our
local communities. This year we are pleased
and proud to report that we have donated
c.£2 million to 73 projects. As reported

last year, we also supported local charities
through our COVID-19 Emergency Fund,
with £103,000 donated to 34 projects.

This year we also launched a dedicated
Community Fund in Hafren Dyfradwy

for our Welsh communities. Read more
about the impact of the Community Fund
and the stories from the beneficiaries in our
dedicated Community Fund Report anline.

Read more anline at stwater.c,u.uklahout-usl
severn-trent-community-fund/

SEVERN TRENT PLC

COMPANY FINANCIAL STATEMENTS

ANNUAL REPORT AND ACCOUNTS 2022

OTHER INFORMATION

Commonwealth Games

In March 2021, we were delighted to
announce our partnership with the
Birmingham 2022 Commonwealth Games
to support its ambitions to make this the
most sustainable games yet. We are proud
to be teading on making it the first carbon
neutral games through a range of offsetting
initiatives. Like us, the games have an
ambition to leave a positive lasting legacy
for future generations and we look forward
to the games this year.

Read more on p22

Sustainability commitments

In 2019 we announced our Triple Carbon
Pledge, committed to operational net zero
emissions including 100% renewable energy
and an all-electric fleet {where available] by
2030. This year we confirmed our Science-
Based Targets in line with a 1.5°C pathway.
At COP26 we helped to launch the Get Nature
Positive campaign, aimed at reversing the
negative impact on nature, and pledged to
restore over 2,000 hectares of peatland. [n
2020 we announced our decision to invest
£1.2 bitlion in sustainability - read more on
page 34. Qur dedicated Sustainabitity Report,
which will be published in mid-June, sets out
the progress we are making against our
sustainability commitments.

Read more in our Sustainability Report online
at severntrent.com/sustainabitity-strategy/
reports~and-publications/
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UNDERSTANDING OUR WORLD

OUR BUSINESS MODEL

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

As & company taking care of one of life’s essentials, we know that
the resilience of cur business is intrinsically linked to the resilience
of our region, its communities and the natural enviranment. We

are committed to acting to protect our planet and lead our sector in
combatting climate change in our region. We do this through the
impertant relationships we maintain with our key stakeholders.

Howwe do it

Waste water safely
taken away

Our network of sewers and
pumping stations collects
waste water, taking it back
to our treatment works,

Our customers

and communities

We serve 4.8 million households
and businesses with a safe and
reliable supply of water and
collect waste water, seven days
aweek, every week of the year.

] SEVERN TRENTPLC ANNUAL REPORT AND ACCOUNTS 2022

We are addressing climate change as a priority and investing in
renewable energy production.

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 makes the
most of our rescurces, contributes towards meeting our net-zero
cammitments and increases our energy security.

A thriving environment

The natural environment is critical to our
business; we are canstantly interacting
with it and we need to protect and
enhance it whenever we can.

Good to drink

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

Water always there

Jur networks of pipes

and our enclosed storage
reservairs bring a continuous
supply of clean water right

te our customers’ taps.
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Resources we rely on

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS

OTHER INFCRMATION

Physical assets Links Natural resources Links
Aresilient, well-maintained network of clean water Principal Water from reservoirs, rivers and underground Principal
pipes and reserveirs, sewers and pumping stations.  Risks aguifers are essential to support Severn Trent's Risks
We maintain cver 50,200 km of ¢clean water pipes Zand3 operations and value creation. 2,3, 9and
and over 92,900 km of sewer pipes. Strategic We look after some of the UK's most impressive 10
Progress this year Outcomes natural resources, Strategic
This year we replaced 71 km of cur water mains Progress this year Outcomes
[2020/21: 48 km}, Woe are on track to improve 5,000 hectares of land

across our region by 2027, having improved the

biodiversity of 4,696 hectares in the last two years.

We planted more than 151,000 trees this year, and
Financial capital Links are ontrack to meet our 1.3 million target by 2030
We have a strong balance sheet and are able to Principal as part of our Great Big Nature Boost.
access a range cf capital markets to fund future Risks We launched our five River Pledges to improve our
operational investment. 7and 8 region’s rivers.
Our combined Severn Trent Water and Hafren Strategic Technolo Links
Dyfrdwy gearing (net debt as a percentage of our Outcomes ay — - —
regulated capital value] is 59.5% (2020/21: 64.5%). As alarge organisation, we rely.un t_echnology inour P!‘mCIpal
Severn Trent Plc had undrawn committed facilities business every day for communication, data sterage  Risks
of £1,100 million during the year. and monitering of our operations and assets. 2,3and5b
Progress this year We are consistently explaring new innovations and Strategic
Sector-leading Cutcome Delivery Incentive ('0DI') technology to deliver efficiencies and continuausty Outcomes
performance. improve our processes,
Gearing close to the regulatory model leading to Progress this year
stzble credit ratings. New Technology Helpdesk on tour acress the business.
£1.6 billion new debt and facilities, below Ofwat's cost Delivered all 16 prioritised contributing outcomes
of debt curve. required by the Drinking Water Inspectorate under

its NIS-R Cyber Assessment Framework in full and

on time.
Relationships we rely on
Qur customers and communities Links Qur people and culture Links
These are at the heart of everything we do. We aimto  Principat Qur culture and Values support Doing the Right Principal
anticipate and meet changing customer and wider Risks Thing and drive delivery of our strategy. We look Risks
societal needs. 1,2and 3 to attract, develop and retain talented people 1and 7
We serve 4.8 million households and businesses. Strategic from all backgrounds. Strategic
One of the lowest combined bills in England over the Outcomes We directly employ over 7,000 people. Outcomes
last decade far Severn Trent Water, Hafren Dyfrdwy Progress this year
customers continue to have the lowest average Developing people from all backgrounds
combined bills in Wales, in line with our Social Mobility Programme.
Progress this year Circa 15% of our graduates and apprentices are
We are supporting around 215,000 customers through from Black, Asian or other minority ethnic
financial schemes and we launched our Affordability backgrounds [2020/21: 15%]. Over 340 "Kickstarters’
Strategy in order to support an additional 100,000 joined the business as part of the Government
customers in water poverty by 2025. Kickstart scheme,

Launched "Wonderfully You'; our Diversity and
Our suppliers and contractors Links Inclusion Strategy and assaciated targets.
Strong supplier relationships support our business Principal Our_regulat.ors L".'ks.
operations in line with our modern slavery commitments. Risks Ourindustry is regulated PY Uf\"fat and several Principal
We work with £.3,000 direct suppliers. land4 other regulators and public bodies. Risks
Progress this year Strategic We work with our regulators to shape our industry. 6
Over 1,100 suppliers have signed up to our Outcomes  Progress this year : Strategic

We stimulate regulatory debates to improve Qutcames

Sustainable Supply Chain Charter since 2016.

We launched EcoVadis, our online Sustainability
Assessment Platform, with 35 suppliers assessed
and a further 52 undergoing their assessment,

services for customers across the industry.

Early engagement with aur stakeholders ahead

of the next price review.

New expert panel established to meet Ofwat's PR24
challenge requirements.

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022
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MARKET AND INDUSTRY OVERVIEW

MARKET AND INDUSTRY OVERVIEW

OUR WATER SECTOR

There are a total of 17 regional businesses
that supply water services to over 50 million
household and non-household customers
in England and Wales. Eleven of these,
including Severn Trent Water Limited and
Hafren Dyfrdwy Cyfyngedig, provide

water and waste water services; the
remaining six provide water services only.

8 SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022



STRATEGIC REPORT

GOVERNANCE REPORT

Priorities for the upcoming price review

Ofwat last completed its five-year ly review cycle of the water
industry’s pricing in 2019. These price controls set out the amount
that water and waste water companies can charge for their services
over a five-year period, known as Asset Management Plan FAMP’]
periods, The next price review is due in 2024 ['PR24’] and will
govern pricing across the period 2025 to 2030.

We are currently working through and developing our pians

for PR24, which build on the syccess and learnings from our

Green Recovery submission, and on supporting the key outcomes
outlined by the regulator. These comprise a focus on the {ong term,
better understanding of our customers and communities, creating
envirenmental and social value, and being efficient and Tnnovative.

We regularly seek feedback from our customers to help shape
our plans, seeing it as a continual activity, not just something
that happens at price reviews. We have already engaged with
over 11,000 customers as we develop our plans for the future on
topics ranging from wider societal issues and our impact on the
environment, to more tactical topics like sensible use of water in
hot weather.

Over the (ast few years, we have noticed some subtle changes

in the types of topics cur customers are raising with us. Many of
aur customers are concerned about affordability and protecting
vulnerable customers, as well as the environment, climate change
and how we are adapting to extreme weather to ensure a resilient
supply. The importance of water efficiency and education also
continue to be mentioned a lot by our customers. These are key
areas that our PR24 plan will laok to cover and support.

As part of the current price review process, we recognise

that our sector, our environment and society more generally
are facing a number of challenges. Responding to these will
require a farward-looking focus, and as such our five-year
business plan will be developed in the context of a longer-term
strategy and strategic direction.

How we are collaborating to tackle net zero

One way in which we are collaborating with the wider UK water
sector is in our commitment to be net zere by 2030. One of the biggest
challenges is tackling emissions from our waste water treatment
process, which is why we convened the Process Emissions Industry
Group. The group’s ambition is ta work tegether to share data,
knowledge, experience and plans so we can better tackle this
challenge together. The ST Group is linked to the longstanding Water
UK net-zero group, which has been running since 201%, and the
associated carban network, which has run for about 15 years.

Affordability

There are an increasing number of customers in water paverty
emerging in society and our customers tell us that they are not
immune from this. Recent events have highlighted the financiat
pressures faced by our communities - from the energy crisis,
increasing Naticnal Insurance costs, falling Universal Credit, rising
inflation and, most recently, the impacts of the conflict in Ukraine.
Real disposable income is forecast to decline by 2.2% in the next
year, the largest single fall since ONS records began.

As a sacially responsible company, that genuinely cares about
its customers and the communities it serves, we launched our
Affordability Strategy in May 2022 to support up to a further
100,000 customers at a time when they need help the most.

Our Affordability Strategy is an industry first and we are excited
to realise the benefits for ali stakeholders - and particularly our
customers. Read more on pages 72 to 81.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Working with our regulators and stakehoiders

We are subject to regulation of our price and performance by
economic, quality and envirenmental regulators, as outlined below.
You can read more about how we engaged with our regulators and
other stakeholders this year on pages 72 to 81.

Policy

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 consumersin
England and Wales. It provides advice to
consumers and takes up complaints on
their behalf.

The Drinking Water Inspectorate [[DW!')
independently checks that water suppliesin
England and Wales are safe and that drinking
water quality is acceptable to consumers.

The Environment Agency [[EA’] allows us

to collect water from reserveirs, rivers and
aguifers and return it to the environment after
it has been used by our customers and treated
by us.

Natura! 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.

Natural Resources Wales is the environmentat
regulator in Wales. It oversees how the
country’s natural resources are maintained,
improved and used, both now and in the future,

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 cther regulators, including:

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

- Ofgem, the ecanomic regulator of gas and electricity markets,
whose remit extends to renewable energy generation; and

- Ofsted, the regulator for education, children's services and
skills, since our Academy became accredited.

SEYERN TRENT PLC ANNUAL REPCRT AND ACCOUNTS 2022



MARKET AND INDUSTRY OVERVIEW CONTINUED

The strategic direction to 2050

At Severn Trent, we are committed to drive progress in the water
sector now and for generations to corne. 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 cur shareholders.

We recognise that as an industry, and a society, we are facing into

a number of significant trends and challenges. We recognise and
vatue the benefits of working in partnership and collaborating with
other water and waste water companies, regulators, businesses and
customers to ensure we continue to deliver water resource resiiience
for future generations to come.

During the year we have released consultations of our Strategic
Direction Statements ['SDS’) for Severn Trent Water and Hafren
Dyfrdwy, which outline the key themes of the challenges and trends
facing our businesses over the caurse of the next 30 years, and how
we plan to respond to them. In identifying our responses to these
issues, we balance the needs of all our stakeholders - customers,
communities, employees, partners, regulators, governments, and
our investors.

KEYTRENDS AND CHALLENGES

Demographic and social change

RESPONSE OVER THE NEXT 30 YEARS

The SDS for both Severn Trent Water Limited and Hafren Dyfrdwy
Cyfyngedig are available on their respective websites, and each
provides more specific explanations of the key trends and challenges
relevant to each business.

Read aur Hafren
Dyfrdwy SDS online at hdcymru.
co.uk/about-us/overview/

Read our Severn Trent

Water $05 online at stwater.ce.
ukfabout-us/our-other-plans/
strategic-direction-statement/

STRATEGIC QUTCOMES

The UK population is expected to grow over the next

25 years, Our population is expected to have a higher
proportion of single-occupancy households and an
increasingly ageing population.

Customer expectations are continuing to evolve, with

a continued reliance on digital technelegies and greater
focus on the environmental credentials of businesses.

Given the increased demand for water, we will
balster our resilience to source and deliver
water, and help aur customers to become
more water conscious.

A company you can trust

We will continue the move towards digital
channels to allow our custamers to contact
us in the most canvenient way to them,

A positive difference

Climate change

Climate change will continue to impact global weather
patterns and create more extreme weather events
such as floading and drought.

We anticipate turther interventions around decarbonisation
and a focus on reducing carbon emissions,

In respense to climate change, we will improve
the resilience of our network, whilst maintaining
a safe and high-performing culture, We will
continue to focus on reducing our carbon
footprint and that of our supply chain. As a

Lowest possible bills

Group, we have committed to being net zero en
bur Scope 1 and Scope 2 ernissions by 2030.

A service for everyone

Environmental change

Change in land use as a consequence of demographic change
{such as more housing developmentsj and climate change
[extreme weather] has potential to impact on the
environment and ecosystems.

Awareness of environmental issues and the value and role
of our natural envirenment are continuing to become maore
prevalent in society.

We will identify, design and adopt more
sustainable practices to support the naturat
environment in response to these challenges.
We will work in partnership with others in our
region, and its catchments, te bmit the overall
impact on pur environment,

An cutstanding experience

We will minimise waste, and support the principles
of a circular econamy wherever passible.

Good to drink

Affordability challenges

The impacts of future recessions and periods of economic
growth will not be shared equally, with impacts unevenly
spread across our hoysehold and non-household
custemers alike.

Responding to future environmental and sacial change will
require investment by water companies, which will need

to be balanced against the impact on customer bills. aurregion.

We will continue to review our systems and
processes in supporting our customers, ang
deliver a high-quality, affardable service,

Water always there

We will work with our communities to make
a positive social difference, including skills
capabitity and employment epportumties in

Waste water sately taken away

Athriving environment
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CHAIR'S STATEMENT

PURPOSE BEYOND THE PANDEMIC

Christine Hodgson
Chair

£506.2m

Group PBIT

2021: £470.7Tm

102.14p

Dividend per share
2021: 101.58p

Our enduring Purpose and culture

Our Purpose - taking care of one of life’s essentials - is a tong-term
endeavour developed collaboratively by our people, for our people.
We know that what we da is crucial for everyone who {ives and works
in our region - be that in the water they drink, the jobs we create, the
communities we serve and support, and the nature enjoyed by us all.
Our Purpose is the faundation on which we can build meaningful and
lang-standing relationships with our stakehalders, to enable us to
play our part in society positively and proactively. Our Values - Having
Courage, Embracing Curiosity, Showing Care and Taking Pride -
underpin gur Purpose and reflect the deep connection that we have
with the stakeholders we serve.

The effects of the COViD-19 pandemic are widespread and will not be
short-lived. The events of the last two years have had a fupdamental ~
impact on the way businesses across the globe have operated, and
Severn Trent is na exception. The pandemic has highlighted that
Purpose alone is nat enough to effect meaningful change. Qur people
and our culture are crucial to our success, and our employees have
remained connected to our Purpose throughout the pandemic.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

The pandemic has taught us some
valuable lessons and underlined the
importance of Purpose in everything
we do. Qur strategy is working and

we are confident that we are in a
strang position for the challenges and
opportunities ahead. As the etfects

of the CAVID-19 pandemic continue to
present themselves, the Board remains
focused on ensuring that Severn Trent
is a successful, socially-purposeful
company, making long-term decisions
for the benefit of all our stakeholders.

£1,943.3m

Group turnover
2021 £1,827.2m

This is reflected in their commitment to initiatives that align with

the Government’s Levelling Up agenda, such as the Government
Kickstart scheme and our apprenticeship pregramme, which have
created opportunities for meaningful, skilled work that are accessible
for all and will improve skills capability across our whole region. The
way in which our people are working to build skills and employment
across our communities over the long term is truly inspirational.

You can read more about this work on pages 85 to 88.

As outlined in my Chair’s review last year, our response to the
pandemic considered all stakeholders, encempassed in our mission
to be a force for good both during the pandemic and beyond - whether
this was ensuring our operational services remained resilient,
protecting our environment, strengthening our cennection with our
workforce and communities, or delivering our bold Green Recovery
plans. We have made good progress in each of these areas again this
year and | am particularly delighted with the progress made on our
Green Recovery plans, as these schemes will deliver long-term
benefits for all our stakeholders at a time when it is most needed.
You can read more about our progress with these projects on

pages 29 to 31,
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Protecting and enhancing our environment

| could not write my report this year without discussing the heightened
tacus on river quality and the way in which we are responding to this
impertant issue. Both the Board and Executive Team are committed

to making a positive impact on the environment and the communities
we serve and recognise that, as a sector, there’'s more we need to

do to help our region’s rivers be the healthiest they can be. The Board
welcomed the report by the Parliamentary Environmental Audit
Committee, with its emphasis an the importance of investment and
tackling the root causes of pollution, and we discuss this topic regularly
to oversee the detailed plans to address our custorners’ cancerns and
ensure that our region’s rivers are as heatthy as possible.

Further to many Board discussions on this impartant topic, and
informed by extensive stakeholder engagement, in March 2022,
we announced our commitment te ‘Get River Positive’; establishing
five River Pledges, which are outlined on page 17.

We continue to oversee progress against each of these pledges

at every Board meeting and we have also directly linked the

River Pledges to our remuneration structures, through introducing
some of the measures that are most pertinent to aur stakeholders into
our Annual Bonus Plan with 8% of every employee’s bonus aligned to
their achievement from 2022/23. Further detail can be found within
the Directors’ Remuneration Report on pages 128 to 148.

Listening to our stakeholders

Qur Purpose forms the foundation of cur relationships with our
stakeholders and is critical to cur lang-term success. Qur people
connect with our Purpose, and our outstanding engagement scores and
consistent operational performance dermonstrate the strength and depth
of this connection. Qur customers and cammunities tell us that they want
us to focus on topics of impertance to them and be reassured that they
can depend on us to respond to these issues. Our investors want to
understand our Purpose and Values and know that we wilt apply these
consistently in delivering our strategy, with a focus on the long term.

When meeting our people throughout the year, it is clear that they

take seriously the responsibility that comes with providing an essential
service. Their passion and commitment shina through in everything they
do. through embracing change or adapting to unexpected incidents and
extreme weather events during the year, As outlined in my report last
year, throughout the pandemic, our people altered their normal ways of
working and demonstrated their flexibility and resilience. This cemented
the already strong bond we have with our employees - aided by innovative
campaigns such as ‘Caring for our coileagues’ and ‘Share a Smile’, along
with establishing our four employee advisory groups for LGBTG+,
Ethnicity, Disability and Women in STEM and Operations. | am very much
tooking forward to attending these meetings next year. Read more about
how the Baard has engaged with our stakeholders on pages 72 to 81.
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Our connectian with cur local communities has also been reinforced
during the year, not least due to our partnership with the Birmingham
2022 Commonwealth Games. Gur people, customers and cemmunities
have worked together to create 74 Tiny Forests, at least one far each
Commanwealth nation, in urban areas across our region, which will
deliver a lasting legacy for the Cammeonwealth Games and also create
inspiring outdoor classroams allewing children to learn first-hand
about nature and the environment for many years to come. This is

just one compeonent of our plans to ensure that the Commeonwealth
Games are the most sustainable ever.

Affordability

Through listening to our stakeholders, it is clear that there is an
increasing number of households experiencing water poverty
{customers that spend more than 5% of their income, after housing
costs, on water] and our customers tell us that they are not immune
from this. Recent events have highlighted the financial pressures
faced by our communities - as a result of rising energy prices,
increasing Natiopa! Insurance costs, falling Universal Credit, rising
inflation and, maost recently, the impacts of the conflict in Ukraine.
Resl disposable income is forecast to decline by 2.2% in the next
year, the largest single fall since ONS records began.

As a socially responsible company that genuinely cares about

its customers and the communities it serves, we launched our
Affordability Strategy in May 2022, comprising a package of new
funding totalling €30 million, which will see the number of customers
supported through eur social tariff increase by 100,000 at a time when
they need support the most. In developing our approach, we engaged
with all of pur stakeholders, including customers, shareholders,
Ofwat, CCW and local communities to listen to, and understand, their
views and the affordability challenges they face. Our strategy has
been developed in full consideration of these discussions.

Resitient financial performance
and sharing the rewards

We were very pleased that, in December 2021, Dfwat highlighted Severn
Trent as being in the top three in the sector for both service delivery and
financial resilience. We were the only company to be in the top three for
both areas. Under our industry’s regulatory framework, we are able to
share 50% of totex outperfarmance with customers and 50% of totex
outperformance can be reinvested. Over the course of AMPS, we
reinvested £220 million generated by our outperformance back into
our business. We continue to invest aur totex efficiently spending in
line with our allowance to date. This means we can make investments
to bolster and improve our aperaticnal performance and resilience.
Additionally, over the last year, we have allocated c.£2 miilion through
the Severn Trent Community Fund to 73 projects in our region. Read
more about these projects online at stwater.co.uk/about-us/savern-
trent-community-fund/.

We consistently demonstrate robust operaticnal and resilient financial
performance, and this year has been no exception, with Group turnover
of £1,943.3 million lup 6.4% from 2020/21) and Group PBIT of

£504.2 million [up 7.5% from 2020/21). Liv and James will provide
further detail within their respective reports.

The Board is therefore proposing a final dividend of 61.28 pence
per share to be paid on 13 July 2022, taking the total dividend for
the year to 102,14 pence per share. We are pleased to be able to
sustain eur dividend commitments and continue our engagement
with shareholders on performance against our strategy, and | was
delighted to meet with @ number of shareholders te discuss this
during the year. Qur consistent results emphasise that we are well
placed to uphold our high standards of delivery for customers and
provide a sustainable platform for investment and growth in areas
that are important to our stakeholders.
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Innovation in sustainability

:l.am delighted tha! we have been included on the 2021 Carbon
Disclosure Project climate change ‘A List’, making us one of just

200 global companies, out of almost 12,000 assessed, to achieve this
rating. This reflects the focus and hard work of sur people in tackling
climate change and the high quality of our reporting, including the
publication of our third Climate Change Adaptatien Report and Task
Force on Climate-related Financial Disclosures [[TCFD') in September
2021. You can read our TCFD update this year on pages 35 to 45.

Notwithstanding this excellent progress, we are not at all complacent
and recegnise that, in order to transition to a net-zero world, we must
be at the forefront of transformation and act as leadersin innovation
to develop new ways of delivering our services. The Board nndertank
a number of site visits during the year, to observe and understand the
innovative trials underway that seek to measure, reduce and remove
carbon from our process emissions where pessible. You can read
more about this impaortant activity in our dedicated Sustainability
Report, which witl be published in mid-June.

In addition ta this, key pregrammes such as the Water Framework
Directive are progressing weli and we are on track to meet our
ebjectives under the Water Ingustry National Environment
Pragramme schemes in the current AMP.

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 we have many rich discussions
on this topic at meetings.

As part of our succession plans, we welcomed two independent
Non-Executive Directors to the Board during the year. Gillian Sheldon
was appointed in Novernber 2021 and Tom Delay joined us in January
2022, and we are already benefiting from the skills and experience
they bring to our Board. Their extensive inductions are still underway,
facilitated through a blend of one-to-one meetings and site visits,

and further detail can be found on pages 108 to 109. | have no doubt
that both Gillian and Tam will find the wide-ranging activity that takes
place across the Group as informative and inspiring as | do.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Following the announcement on 1 November 2021, Angela Strank
stepped down from the Board on 31 March 2022, having served on
the Board for over eight years. On behalf of the Board, 1 would like
to thank Angela for her service to Severn Trent and her vaiuable
contribution to the Board's work, particularly in her capacity as
Chair of the Corporate Sustainahility Committee. The Company's
sustainahility agenda advanced significantly under her leadership
and we are proud of what the Company achieved during her tenure.

Long-term outlook

The last two years have emphasised that our coherent strategy and
clear Purpose and Values have enabled us to respond to changes
on the horizon and deliver strong performance for the benefit of our
stakeholders. With two years of AMP7 now having passed, we have
started looking at the next regulatory period and we are confident
that we are in the right position to build an ambitious plan that
further delivers for all stakeholders.

| ook forward to the year ahead, knowing that the talent and
cemmitment of our pecple, the operational and financial strength

of our business, our solid asset base and our commitment te geod
governance will help us to fulfil our patential as a socially responsible
business providing a high-quatity, essential public service and stay
true to our Purpose of ‘taking care of one of life's essentials’. There is
much more to de. However, we are ambitious in our desire to meet the
expectations of our stakeholders.

Christine Hodgson
Chair

Board membersvisited Minworth Sewage Treatment Works to observe innovative technologies being deployed
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CHIEF EXECUTIVE'S REVIEW

MAKING A POSITIVE DIFFERENCE

Liv Garfield
Chief Executive

I'm delighted to present my Chief Executive’'s Review for 2021/22,
providing you with an update on our performance and my personal
highlights of the year.

The days when a campany was judged purely on its balance sheet

and income statement are behind us, and this is a change we welcome
wholeheartedly. That's not to say that financial perfermance is ne
longer a key focus; we're extremely proud of our track record, as

you can see in James's Chief Financial Officer’s Review. As we have
previously articulated in our Social Purpose document, what truly
matters is balance. Balance between today and tomorrow, between
making improvements where customers, and broader stakeholders,
value them the most, making a positive impact on the environment and
the communities we serve, and providing a fair return to our investars.
Soin this year's review, | want to focus on the issues of importance

to our stakeholders and set out our bold commitments to address them.

Listening to our stakeholders this year, it is clear that there are two main
issues on their minds - river quality and affordability. We have listened
carefully to fully understand their concerns an these twa important
topics and developed our approach in consideration of their views.,

Protecting and enhancing our environment

We are delighted to have been awarded the industry leading 4* EPA
status from the Environment Agency for the last two years and beljeve
ourselves to be on track to achieve the same rating again this year,
against increasingly stretching targets. This is a testament to the
hard work of the operational teams involyved.

Our Great Big Nature Boost has impraved the biodiversity of over
4,600 hectares in the tast two years, delivering over 90% of our 5,000
hectares by 2027 target atready. We've delivered this through a
number of initiatives, including Severn Trent Environmental Protection
Scheme ['STEPS') grants, work on our own land delivered by our
wonderful army of employee volunteers, and working with farmers
and tandowners to plant trees and protect hedgerows. We're bringing
our supply chain with us too, with all contracts now requiring a net
15% biodiversity gain for site construction works.
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£506.2m

Group PBIT"

2021: £470.7m

£1,943.3m

Group turnover
2021: €£1,827.2m

£508.3m

Adjusted
Group PBIT

2021: £472 8m

0.6%

Dividend increase
2021.1.5%

£79m’

Net ODI reward

2021: £77m

1 Our O0loutturnand percentage
meeting ar ahead of regulatory
target [or within penalty
deadband for compliance
measures) reflects our in-period
Performance Cemmitmants
- thereby excluding per capita
consumption at end of period.
00 values far Cusfomer
Measure of Experience {'C-MeX')
and Developer Measures of
Experience |'0-MeX'] are

celcutated based an published
industry data. A definitive value
will be published by Otwat later
in the year.

In July 2021, Ofwat awarded us £56& million (2017/18 prices] ta 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 were delighted with
this outcome and are thrilled to share that all of aur Green Recovery
projects are progressing at pace with our projects mobilised and Key
suppliers engaged. We have made excellent progress en improving
50km to create bathing quality stretches of water of the rivers Avon and
Teme, which will provide more leisure opportunities, improve
wellbeing and also deliver environmental benefits, including
enhanced hiodiversity and healthier aquatic life. We have also begun
work on our £76 million Green Recovery praject in Mansfield, which will
see us install thousands of sustainable urban drainage schemes
including rain gardens, retention ponds and swales. Not only wilt
these interventions assist with flood alleviation in Mansfield, they will
atso deliver wonderful nature-based amenities for local cammunities
to enjoy. You can read more about the progress we have made on all of
our Green Recovery projects an pages 2% to 31.

Getting River Positive

DOur stakeholders have told us how important river quality is to them
and we share their passion that our region’s rivers should be the
healthiest they can be. in November 2021, Ofwat and the Environment
Agency each issued their own investigations into the waste water
industry to investigate compliance with the conditions of
environmental permits. We were able to respond guickly and
comprehensively and have had open conversations since. It is nat yet
clear what the scope or likely outcorne of this investigation will be as it
isinits early stages. In my report, | want to lay out the way in which
we are responding to the heightened focus on this important issue and
how we will report our progress to you. We are fully committed at
every level of the organisation - from the frontline to the Boardroom

- to making a positive impact on the epviranment and the communities
we serve, and recognise that, as a secter, there is more that we should
do to help our region’s rivers be the healthiest they can be. Of course,
the long-term success of our Company is naturally linked to the health
of the environment and the wellbeing of our customers, colleagues
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and the communities we serve, And our sustainability commitments
go beyond this - focused en making a positive impact in our region,

for the people who live and work here and the environment around us.

Which is why we have made good progress in impraving the health

of our region’s rivers significantly in the last 30 years - in the last 32
years we have invested £12 billien in improving sewage treatment -
which has helped reduce levels of phosphate by 80.5%, biochemical
oxygen demand by 71% and ammonia by 72%. Notwithstanding the
progress made, we know that we need to do more and play a leading
role in helping others to make positive changes too. In March, we
annaunced our commitment to ‘Get River Positive’ - which we will
achieve through our five River Pledges outlined on page 17. In
developing each of aur pledges, we engaged with all of our stakeholders,
including sharehotders, customers, local communities, NGOs,
requlators and uther key slakeholders and river user groups to listen
to and understand their views. We will atso report on our progress in
delivering our pledges inan open and transparent way.

Alongside our pledges, we have introduced a dedicated team of River
Rangers - who will work with communily groups and arganisations
such as Warwickshire Wildlife Trust to care for rivers and address
issues across our region,

| have also personally met with all managers to ensure the whole
organisation is aligned on our pledges and we have also directly
linked the River Pledges to our remuneration structures through
introducing some of the measures that are most pertinent to cur
stakeholders into our Anpual Bonus Plan, with 8% of every
employee’s bonus aligned to their achievement from 2022/23.
Read more on page 141 of the Directors’ Remuneration Report,

Roadmap to Net Zero

Qur customers and broader stakeholders tell us that they are focused
on our response to ¢limate change, and we tabled our long-term
approach to climate change at our 2021 Annual General Meeting
{'AGM’), which received overwhelming support. We are determined to
play a leading role in addressing the impact of climate change and
mitigating our own impact, the impact of our supaply chain and adapting
ta the challenges that climate change may bring in the future. in March
2021, we submitted our propased Scope 1, 2 and 3 emissions targets

to the Science-Based Targets Initiative, committing us to significantly
reduce our greenhouse gas emissions by 2030.

We are making good progress towards our net zere by 2030 target, including:

- 17% of our company vehicles and 1% of our vans are now elactric
vehicles [against a target of 100% by 2030, where possible];

- a25% reductionin Scope 1 and 2 emissions [against a target
of 46% by 2030];

- 3B% of our suppliers have set a Science-Based Target for Scope 3
emissions [against a target of 70%); and

- 100% of electricity usage being renewable [against a target of
100% by 2030).

We are on track for operational net zero by 2030 and we generated a
record total renewable energy of 507 GWh, equivalent to 52% of our
electricity use this year, and we were also recegnised in the tap 2% of
global companies in the Carbon Disclosure Praject’s climate change

‘A List’. We are also impraying the accuracy of our own emissions data
through drones and industry-leading monitoring, and trialling a range of
innovative solutions to identify the mast effective ways of reducing
process emissions.

You can read more about gur progress in our dedicated Sustainability
Report, which will be published in mid-June.

Supporting our customers, colleagues
and communities

Our Purpose is taking care of one of life's essentials and we want our
services to be affordable for all cur custamers. We already have the
second-lowest water bills in England at £389 a year; however, we know
that there is an increasing number of househotds experiencing financial

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

We are fully committed at every tevel of
the organisation - from the frontline to
the Boardroom - to making a positive
impact on the environment and the
communities we serve. Qur stakeholders
have told us how important river quality
is to them and we share their passion
that our region’s rivers should be the
healthiest they can be.

poverty and, for some, even £1 a day is a stretch too far. Recent events
have highlighted the financial pressures faced by our communities - as
aresult of scaring energy prices, increasing National Insurance costs,
falling Universal Credit, rising inflation, and most recently, the impacts
of the conflict in Ukraine. Real dispasable income is forecast te decline
by 2.2% in the next year, the largest single fall since ONS records began.

We already provide an extensive range of schemes to suppart those
that are struggling to pay their bills and currently support around
215,000 customers, which is ahead of our 2025 target of 195,000. For
Severn Trent, the proportion of our customers estimated to be in water
poverty is around the national average. In May 2022, we launched our
new Affardability Strategy, which will see the number of customers
supported through gur sacial tariff increase by a further 100,000. This
will mean that c.6% of our customers will be supported by our social
tariff by the end of the AMP, and taken together with the other types

of financial support, we witl be helping around 315,000 of our most
financially vulnerable customers by the end of the AMP.

Our Severn Trent Community Fund also offers incredible support to
charities and other organisations in our region, with a further ¢.£2 million
awarded to 73 unigue projects this year by our customer-led panel.

As well as strong financial support, we are also heavily involved in
education activity. This year we have:

- welcomed 47% of this year's new talent intake from social mobility
cold spots;

- been joined by 340 young people under the Government's Kickstart
programme, with 40% of these having secured jobs or gene back
into education;

- offered 4% of the UK's total internships under the
#10000Blackinterns programme; and

- delivered education programmes to children in 140 schools
about water - including healthy hydration, water efficiency and
healthy sewers.

Delivering operational excellence every day

Despite the disruption of the pandemic, our teams have worked together
to deliver imgressive operational performance once again. We're proud
to have met our targets on 88% of measures, demonstrating the breadth
of our operatienal leadership, and we are determined to drive the change
needed to hit the three targets that we did nat meet. This performance
resulted in a sector leading net reward of £79 million, taking the total
amount earned this AMP so far to £154 million.

On water performance, the investments we made in AMP& combined
with a relentless focus on performance are proving effective with ten
in twelve of our water measures met this year. | am delighted that we
have maintained our low level of complaints about drinking water taste,
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odour or appearance, reflecting a 44% reduction since 2014, The team has
delivered this amazing improvement through a robust programme of
cleansing and conditioning across our mains network and implementing
plans to create a calmer network, We also remain on track to reduce
leakage by 15% by 2025 and 50% by 2045, supported by the instaltation of
aver 110,000 meters this year.

On waste water, our waste operational performance remains strong.,
with six in eight measures met as we use data analytics to help us
work smarter and target investment in the right places. Blockages
are down 4% year-on-year following increased investment in repairs
and cleansing, more sewer sensors and customer education. We have
also reduced the number of pollutions by 30% this AMP, supported by
increased condition-based monitoring of assets and our new Waste
Network Response Team.

We're continuing to see improvements in our customer experience
scores, with all nine of our customer service measures green. A big
part of this is how accessible we are as a company and ! am delighted
that our household customers can now access a multi-channel digital
experience; allowing simple, quick interactions with us in a way that
best suits them. This is reflected in our improved C-MeX performance
this year. And we continue to be sector leading in developer services,
with a best-in-class D-MeX score for the second yearina row.

You can read more about our operatienal performance in the
performance review on pages 20 to 27 and our financial performance in
James's Chief Financial Officer’s Review on pages 52 to 58.

Our people

This year has again reinforced my view of Severn Trent's strengths,
our Yalues and our resilience - and highlighted that, when we work
together, there is nothing that we cannot achieve. Our Value, 'Shewing
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 ane should be injured or
made unwell by what we do. We experienced no major safety incidents
and no fatalities in the last twelve months, with a 10% improvementin
Lost Time Incidents ['LTIs') this year.

t passionately believe that having a culture that embraces individuals’
contributions, ne matter what their age, gender, race, ethnicity,
disability, sexual ¢rientation, social backgreund, religion or belief,

is a vital part of our future success. We're proud of our track record
on gender diversity and we were delighted ta be recognised as the
top utility company for both representation of women on the Board
and combined Executive Committee and direct reports in the FTSE
Women Leaders Review 2021,

Over the last year we've put particular focus on championing the
voices of colleagues from diverse backgrounds and we launched
aur ‘Wonderfully You' campaign this year, which outlines our
Diversity and Inclusion ambitions. This activity is supported by

our established ernployee advisory groups for LGBTQ+, Ethnicity,
Disability and Women in STEM and Operations. These groups have
been fundamental to our pregress to date, which saw us recognised
in Stonewall's Top 40 Employers, and in the top five companies on
the Social Mobility Index. | have enjoyed attending each of these
groups throughout the year to see the fantastic work they are doing
first-hand.

| am delighted that we maintained our strong employee engagement
score again this year — with an average score of 8.2, placing us in

the top 10% of utilities globally. [ am particularly pleased that, during
a challenging labour market, our colieagtes scored the question,
asking whether they would recommend us as a place to work to a
friend, 8.2 out of 10. The loyalty our people have shawn is evident

in their dedication to delivering for our customers and our excellent
operational performance this year.
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Thanks and outlook

! would like to thank all 7,000 of my wonderful colleagues, who have
worked tirelessly to help deliver our Purpose ~ taking care of one of
life's essentials - this past year. The passion they have applied to all
they do, sometimes in difficult circumstances but always with a smile
an their faces, is truly inspiring. It is an honour to work alongside you.

My thanks also go to my exceptional management team for their
continued leadership across the Group, which has been particularly
impartant again this past year. And | am grateful too for the stewardship,
support and challenge from Christine and the Board.

| am proud of what we've achieved this year, and see enormous
patential in what we can achieve in the year ahead. Now that the UK
has moved into recovery moda following the pandemic, we're ideally
placed to play our part in the next phase through our Green Recovery
plans, helping deliver the first ever carbon-peutral Commeonwealth
Games, having a positive societal impact en our communities through
our Affordability Strategy and making further progress on our
environmental commitments. We now have to deliver everything
we've promised to set us up for continued success in AMP7 and

put us cn a pesitive trajectory for AMP8. It's going to be a real
challenge and it's ane we're confident and excited to deliver.

Liv Garfield
Group Chief Executive
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RIVER POSITIVE BY 2030

RIVERS WE'RE DOING A WHOLE LOT MORE...

We've invested £12bn since
privatisation to improve our
overall sewerage system,

contributing to healthier rivers.

We'tl have improved 2,100km
of rivers in our region by
2027, through our Great

Big Nature Boost.

PLEDGE ONE

We've introduced a team
of River Rangers.

We've launched a £566m
(2017/18 prices] Green Recovery
programme, with a £78m
commitment to bathing rivers
and £76m to alleviate flooding
in Mansfield using nature-
based solutions.

We've continuing to invest
over £100m a year to
protect our rivers and
enable nature to thrive.

We've scored 18 out of

a possible 20 Environmentat
Performance Assessment
stars from the Environment
Agency over the last five years
up to 2020.

River Rangers

Our new River Rangers Team is dedicated to
protecting the region’s waterways and helping

them to thrive.

The Team works closely with

our partners, including regional wildlife trusts,

Ensure storm overflows and sewage
treatment works do not harm rivers

PLEDGE TWO

Create more opportunities for
everyone to enjoy our region’s rivers

PLEDGE THREE

Support others to improve and
care forrivers

PLEDGE FOUR

Enhance our rivers and create
new habitats so wildlife can thrive

PLEDGE FIVE

Open and transparent about
our performance and our plans

cormmunity groups, river users and others, to
focus on improving river health and boosting
biodiversity along stretches of our region’s rivers.

In addition, they also work ta educate communities
on sewer misuse, preventing wipes and sanitary
products from reaching rivers.

The Team carries out a programme of operational,
monitoring and sampling activities, allowing

us to better understand the quality of rivers

in our region and what's needed to protect

and improve thermn.

Check out the getriverpositive.co.uk website for more

information on oyr River Pledges

SEVERN TRENT PLC
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RIVER POSITIVE BY 2030 CONTINUED

RIVER POSITIVE BY 2030

18

PLEDGE ONE

Ensure storm overflows

and sewage treatment works
do not harm rivers

Based on the Environment Agency measure of Rivers Not
Achieving Good Status [RNAGS’), our operations will not be
the reason for unhealthy rivers by 2030.

We will reduce spills from storm overflows to an average

of 20 per year by 2025.

Using better data, we will find and fix proklems quicker than
ever before at no extra cost to customers.

PLEDGE FOUR

Enhance our rivers

and create new habitats
s0 wildlife can thrive

By 2030 we will have established new habitats, in the Midiands, for
native species of wildlife, such as great crested newts, beavers, otters
and cuckoos - 50 our natural communities can thrive.
Qur River Rangers will work with community groups and organisations such as
Warwickshire Wildlife Trust to care for rivers and address issues across our region.

Our Get River Positive Community Champion volunteers will work with Waterside Care and
the Canal and River Trust to clean and restore rivers and river banks across gur region.
We'll plant over a million trees across cur region hy 2025, and 1.3 million by 2027,

SEVERNTRENT PLC  ANNUAL REPORT ANDACCQUNTS 2022

PLEDGE TWO

Create more opportunities
for everyone to enjoy our
region’s rivers

We will ensure that 0% of people in our region tive
within an hour’s drive of a bathing site.

We'll imprave 50 km of rivers in Warwickshire and
Shropshire, creating 15 km of bathing quality river
by 2025, and have plans to double the amount

of bathing guality rivers in the Midlands

within tenyears.

We will work with local clubs to

increase opportunities far

water-based activities

at our reservoir

sites, starting

this year.
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PLEDGE THREE
Support others to improve
and care for rivers

We have launched a new deal for farmers which includes
helping them transition to regenerative farming
practices in our region.

We will camnpaign for the removal of the automatic right

to cannect for new development, i.e. building new homes.

We will champion the Bill to ban wet wipes that contain
plastic and will lobby for a ban on all wet wipes that are
not ‘Fine to Flush’.

We will launch regicnal River Forums, bringing atl
contributors to river health together.

Later this year we'll launch a Get River Pasitive
Community Fund to support community grouns and
charities wanting to help improve our region’s rivers.

PLEDGE FIVE

Be open and transparent
about our performance
and our plans

- We will work with NGOs to ensure we provide the
river guality information people want and need

to see by the end of 2022,

We will make this infarmation easily accessible via
our websites by end of 2022.

As well as 100% monitor coverage at our treatment
works and on our storm overflows, later this year we
will start monitoring wider river quality and share
the results on our websites.

We're working hard te prevent river pollution

As part of our Get River Positive approach, we will ensure that our
storm overflows and sewage treatment works do not harm rivers,
based on the Environment Agency RNAGS measure.

The sector has made good progress in impraving river health
over the last 30 years. The water industry accounts for 24% of the
remaining quality issues in England's rivers and other sectors,
including agriculture, housing and transport, accounting for 76%
of the reasons for rivers failing to achieve good ecological status.

Natwithstanding the progress made, we are respending to our
stakeholders’ heightened focus on this important issue. Our Get
River Positive commitments and five River Pledges set cut how we
will make a positive impact on the environment and the communities
we serve and help our region’s rivers be the healthiest they can be.

Improving river health is a team game

We are committed to doing all we can to take leadership on many
of the issues our region’s rivers face and to partner with others
to make our region’s rivers the healthiest they can be.

The route to zero - the plan so far

At Severn Trent we are responsitle for 260 RNAGS within our
region. We have committed to reducing RNAGS to 700 by 2025
and ultimately zero by 2030 to ensure that our storm overflows
and sewage treatment works do not harm rivers. We already have
detailed plans and measures in place to address 80% of our
RNAGS and we are developing plans for the remaining 20%,
which will be in place by the end of 2022.

SEVERN TRENTPLC ANNUAL REPORT AND ACCOUNTS 2022 19



OUR PERFORMANCE AND KEY PERFORMANCE INDICATORS

OUR
PERFORMANCE
AND KEY
PERFORMANCE
INDICATORS

Strategic outcomes
A company you can trust
A positive difference
Lewest possible bills
A service for everyone
An outstanding experience
Gaod to drink
Water always there
Waste water safely taken away

A thriving environment

A number of pur operational Key Performance Indicators ['KPIs’) contribute to more than
one of our strategic outcomes.

Performance Commitments that relate to Severn Trent Water only as it operates today,
not includirig Hafren Dyfrdwy [our Welsh only regulated company fellowing the realignment
of the England-Wales boundaryl, are indicated by a ' footnote.

Where possible, we have used consistent data for 2020721 and 2021/22, which may difter
from our APR20 reported value due to methodology changes for a number of
Pertermance Commitments. These are indicated by a ? footnote

Remuneration

Annual Bonus Scheme {'ABS)

There are addibenal ODIs that are not KPls {n this report. For more infermation on the
strategic alhgnment of remuneration, see page 140,

Stakeholders
QOur Customers
Our Colleagues
Our Communities
Our Shareholders and Investors
Our Supgliers and Contractors
Regulators and Government
Relative performance
Batter than year-on-year / against target, where provided
Deterioration year-on-year / against target, where provided

No change year-on-year / equalting target, where provided
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Our Customers
and Communities

Supporting our customers, communities and the environment
is always a key focus for us, We've had another strang year
supporting our colleagues, giving back to our cornmunities
and detivering envirenmental improvements,

A Company You Can Trust

Showing care is central to cur Yalues. It's at the heart of Doing the
Right Thing every day. We do everything we can to create a cutture that
embraces individuality and enahbles everyone to be the best they can be.

We strive to ensure everyone goes home safe
and well at the end of the day

Our commitment to health and safety continues. {n a post-pandemic
world, we have successfully re-integrated our office-based staff ta
our main sites. Our culture drives our best work through
coltaboration, so spending time together in the office is crucial. At the
same time, we recegnise the positive impact on mental wellbeing of
more flexible working, so we've invested in our technoiegy to ensure
we continue to take advantage of these opportunities where we can.

During the year, we recerded 19 incidents where our colleagues

were temporarily unable to work. Though 19 of our cetleagues getting
hurt whilst werking is still too many, we delivered a 10% reduction in
LTIs compared with the last performance year. We've had a big focus
on reminding statf during their return to sites and offices about the
risks of injury during simple tasks such as slips, trips and falls.

A Positive Difference

We want to be known for our commitment to social responsibility.
Our unique position in the Midlands and North and Mid-Wales allows
us to make a positive difference to society in ways other companies
cannot. That's why we're playing our partin the Levelling Up agenda
through initiatives to support our wider communities.

We create opportunities for others

We've committed to offer 100,000 hours of free employability training to
our communities through a variety of channels, including online learning,
virtual and face-to-face workshops around topics such as growing your
confidence, CV writing and interview skills. This is made possible through
our Severn Trent Academy. Qur commitment to the Kickstart programme
was a real success, as 340 ‘Kickstarters' joined us with around 40% of all
participants having secured jobs or gone back into education. We've taken
valuable lessons from this into the #10000Blackinterns programme,
whare we're taking en 72 through employment as well as an additional

77 graduates and apprenticesin 2022.

We continue to adapt our employability offering. In October 2021,

we partnered with Sense to further our understanding and support
of those who are neuredivergent. Understanding the impact of
neurodivergence an individuals has allowed our managers to ensure
support is there when needed, fram how we approach our warklead
to the office environment we work in.

In 2015 we turned our attention to educating our current and future
customers. This year we've educated another 80,656 scheol children
on knowing what not to put dewn the toitet and sink to avoid sewer
misuse. Our schools programme has also expanded its offering
across the secondary education pragramme, allowing us to embed
the educational messages we started in our AMPS pregramme.
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We're creating new jobs across the region

As part of our Green Recovery programme, we are investing

£546 million [2017/18 prices] in initiatives to support the UK's recovery
from the pandemic. We expect this investment to create ¢.2,500 jobs in
our region, the majority of which will e within our supply chain and
supporting partners. Alongside this, we'll create arcund 300 new roles
within Severn Trent to help us mobilise and deliver the programme -
so far we've recruited 107 employees into these roles.

Lowest Possible Bills

We're proud to have one of the lowest bills in England - but we know
we can da more. Our focus on identitying properties which are not
currently charged for the water they use, while understanding wider
value for money, helps us ensure we can offer customers the best
value service.

Through reducing the number of void properties, we can help reduce
customers’ bills. Finding void properties that should be brought into
charge can be challenging, but it's the right thing to do te ensure those
who use water pay for it. At the same time, we'll ensure that supportis
available for those struggling to pay their bilis.

Working with retailers, we've also brought over 2.600 non-household
properties into charge. This ensures those companies that are
accessing our services pay for them.

The Big Difference Scheme, one of our affordability schemes, has
helped arcund 427,500 customers to date. This year, we have
increased accessibility to the scheme to maximise its reach, offering
support to more customers by providing reductions to their bilts.

We also recognise that those struggling to pay their water bill are
likely to be experiencing financial pressures elsewhere. When we
identify someane that needs support, we go above and beyond to help
them access support from other organisations as well. We're also
working with partners and other companies to share data to better
understand who might be at risk and reach out to support them as
soon as possible.

We're continuing to understand how our customers perceive the value
for money of our service. We've seen a slight reduction year-on-year,
which we believe is a consequence of the wider financial squeeze

on household budgets. We are playing our part in addressing the
increasing number of customers in water poverty through our
industry-leading Affordability Strategy. Read more an page 28.

Service for Everyone

It's our responsibility to ensure we provide a service thatis
affordable and accessible to everyone.

We’'re going to offer financial support to more
customers than ever before

Supporting our customers is becoming more important as the scale
of the cost of living challenge continues to become clear, Research
suggests that within our region around 6% of customers are in water
poverty, which means they spend more than 5% of their income,
after household costs, on water.

We've made big steps in the last twelve months to improve the support
available to our customers. Year-on-year we're supporting 13% more

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS QOTHER INFORMATION

A Company you can Trust
Employee engagement {QUEST) (score out of 10}

v Definition
Our internal annual staff survey.

Performance in 2021/22 i
8.2 (Global benchmark: 7.4]

Remuneration Stakeholders

N/A

Strategic outcomes

Lost Time Incidents ('LTIs’) (per 100,000 hours worked)
A Definition
The number of employees
unable to work due to injury
or illness from their job.

Performance in 2021/22 4
0.14 [ABS target: 0.15]
Stakeholders

Strategic outcomes Remuneration

A Positive Difference

Education programme [commitments]’
i Definition
The number of commitments
made to change our behaviours
following cur bespoke customer
education programme.

Performance in 2021/22 i
80,656 (0D target: 31,050}

Strategic outcomes Remuneration Stakeholders
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OUR PERFORMANCE AND KEY PERFORMANCE INBICATORS CONTINUED

Our Customers
and Communities
continued

customers through our Help to Pay When You Need It Scheme. We
have targeted working with partners acress our regian to increase the
awareness of schemes and ensure those that can benefit the most
arc aware of how we can help them.

We're supporting around 215,000 customers to pay their bills, a 27%
increase year-on-year and ahead of our 2025 target of 195,000. We've
focused on ensuring as many customers as possible are aware of and
can access our suppart programmes. We carried out a successful triat
with Coventry City Council, which focused an supporting young care
leavers as they transition into more independent living. Nat only did we
offer them support through the Big Difference Scheme, we also
connected them with other arganisations such as banking, social housing
and other utility providers, The scheme was sych a success we are now
rolling it out further across our region.

Accessing our service has never been easier

We're continuing to see improvements in customer experience
['C-MeX'] as a result of the enhanced focus across customer
operations. We also offer our customers a multi-channel digital
experience enabling simple, quick interactions with usin a way that
best suits their needs. It's clear that our customers want a choice of
channels and want it to be simple and quick to resalve their guery. Our
website has been redesigned to reduce the number of ‘clicks needed
to manage accounts and we otfer interaction via WhatsApp/Facebook
Messenger/text/Apple Chat in a seamless way. We've also introduced
our new virtual metering team, who caninspect and diagnose potential
metering probiems via a video call - an innovation we believe could solve
up to 50% of all metering queries without the need for a physical visit.

We now have more than 220,000 custorners signed up to our Priority
Services Register /PSR’). This is more than double the number from
twelve ronths ago. Our PSR ensures those who need additional
support are prioritised during an incident so we can provide them with
bespoke cormmmunication and a personalised service.

An Outstanding Experience

Our customers’ experience of dealing with us is just asimportant as
the service we provide. That’s why we continually strive to exceed our
customers’ expectations and deliver an outstanding experience for all,

Leading the industry for developers

We continue to lead the sector far cur developers’ experience of dealing
with us. We know we've got a farmula that warks, so our focus this year has
been to consolidate our industry leading position, refine our processes and
drive further efficiency. Surne of the key changes we've made this year are:

- Streamlining our operating medel for large develepers and self-lay
providers, driving efficiency in design and construction;

— Introduring a new end-to-end customer management system; and

- Developing a new commercial model to leverage lower connection
costs against high-value mains-laying activity.

At the same time, we've continued to focus on our charging strategy.
ensuring that it is simple to understand, provides stable year-on-year
charges and is considered vatue for maney, All this combined has
allowed us to continue to push forward the frontier of developer
experience and retain our number one position in the industry.
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Thriving Environment

What's good for nature is great for our water. By working with

cur natural envircnment, we not only impreve biodiversity across
our region, we alse encourage nature to do some of the hard work
for us. That's why we embrace curiosity across our business to find
new ways to wark with the natural envirenment.

We've got bold ambitions to transform our
region’'s environment

In the tast two years we've improved the biodiversity of over 4,600
hectares. We've delivered this through a number of initiatives
including STEPS grants, work on our own land through staff volunteer
days, and working with farmers and landowners to plant trees and
protect hedgerows. This is a huge step towards our cermnmitment to
improve biediversity by at least 5,000 hectares by 2027

Cur Great Big Nature Boost also supported the release of beavers
back into the wild in the UK, Reintroducing beavers to Witlington
Wetlands will bring many benefits for the local environment, including
reducing the risk of local flooding in the area. Their return is a major
boost for the natural environment - which plays a key role in
capturing, cleaning and carrying water - which means we need less
concrete and chemicals to treat the water,

What's good for the enviranment is goad for our customers too.

We believe that for every £1 wa spend on improving the environment,
we can save up to £20 in treatment costs and also provide arcund £4
in environmental benefits. So we help keep bills low and improve the
amenity value of our region at the same time.

As part of our role as the official Nature and Carbon Neutral Partner
to the Birmingham 2022 Commonweaith Games, we will improve
biodiversity of 2,022 acres through our Legacy Forests pragramme as
well as creating 74 Tiny Forests - at least one for each of the
competing nations. We've already planted our first four areas of the
Legacy Forest and have completed our Tiny Forests programme
around Birmingham.

Legacy Forest
2,022

We have planted 4% to
31 March 2022.

Delivering the first ever carbon neutral
games - through our 2,022-acre Legacy
Forest. So far we have planted 4% of
Legacy Forest in four areas - Hape
Coppice (Sotihull], Atdridge Airport
[Walsalll, The Bratch (Wombourne) and
Woodgate Valley [Birmingham).

Water Bars

We will be showcasing our water,

how precious it is and promating the
reduction of single plastic use by providing
over 40 water refill bars at 14 different
venues across twelve days of competition
at the Commonwealth Games. We are
expecting ¢.2 million refills during the
games.

40

water refill
bars

Tiny Forests

We are reconnecting communities

with nature and protecting urban

areas from climate change by ptanting

74 Tiny Forests, at teast one for each of
the competing natians at the games.
Communities have supported us to plant
the trees, along with Severn Trent people
on their volunteering days.

74 (100%)

Al 74 Tiny Forests
were planted by
19 April 2022.
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Value for money {percentage)’

v

Strategic outcomes
N/A

Remuneration

Definition

Qur custamers’ view of value
for money, measured by a
quarterly survey.

Performance in 2021/22 A
65% (0D target: 63%!

Stakeholders

GROUP FINANCIAL STATEMENTS

A Service for Everyone
Help to Pay When You Need it (% of customers)'

A

Strategic outcomes
N/A

Remuneration

Definition

Percentage of our customers who
need our support that are part of
one of our afferdability schemes.

Performance in 2021/22 i
48% (0Dl target: £2%)

Stakeholders

Priority Services Register ['PSR’) [percentage)’

A

Strategic outcomes
N/A

Remuneration

Definition

Percentage of our customers that
require bespoke suppert during
incidents that are signed up to
our PSR.

Performance in 2021/22 A
5.7% (0Dl target: 5.2%)

Stakeholders

COMPANY FINANCIAL STATEMENTS

An Outstanding Experience
Customer Measure of Experience ('C-MeX') [index)’

Strategic outcomes

i Definition
Anindustry standard view
of customers’ experience,
measured through both
guantitative and
qualitative metrics,

Performance in 2021/22
8th

Remuneration Stakeholders

OTHER INFORMATION

Developer Measure of Experience ['D-MeX’] (index)’

Strategic outcomes

Definition

Anindustry standard view
of developers’ experience,
measured through both
quantitative and
qualitative metrics.

Performance in 2021/22
1st

-

Remuneration Stakeholders

A Thriving Environment
Biodiversity (number of hectares ['ha’])!

Strategic outcomes

A Definition
The number of hectares
of land with improved
biodiversity since 2020.

Performance in 2021/22 &

4,696 (0Dl target: 381)

Remuneration Stakehoiders
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Water

Good to Drink

Detivering safe, clean water is our day job. That’s why improving
our water quality has been a key focus for us over recent years,

We've maintained low levels
of water quality complaints

We're delighted to report that we've maintained our iow level
of complaints about drinking water taste, odour or appearance,
This reflects a 44% reduction in complaints since 2016,

Our strategy of flushing and conditioning cur mains is yielding positive
results, Increasing our flushing rate and returning ta geographical
areas at the right time helps us continue to drive improvements.

We're also continuing to see the benefit from AMPS investment to
improve raw water quality. By eliminating components such as
manganese at source, we remove the risk of drinking water quality
compiaints at the tap.

Our innovative technolegy helps
us monitor water quality

Our underlying performance on the Campliance Risk Index {'CRI'),

a measure of water quality, has improved this year, with fewer sites
failing year-on-year. Our work to understand bacteria within the
process, using online flow cytometry, which provides live data on
water safety, has proved a real success and helped ys realise @
marked improvement at our distribution service reserveirs.
Unfortunately, we did experience ene failure at one large site, which
impacted our overail performance resulting in a slight year-on-year
deterioration.

This year we kicked off our Green Recovery schemes, two of which
will deliver improvements in water guality, We're working across
Coventry to further identify and replace up to 26,000 lead supply

pipes to remove the risk of lead leaching into the water supply. This
complex programme seeks to understand each individual property’s
risk of lead and identify a cost-effective solution to remove it. Qur
decarbonising water resources programme has also entered detailed
design as we seek to make an additional 65 ML/d of raw water
available across our network.

Good to Drink

Compliance Risk Index {"CRI'} lindex])'

y Definitien
A standardised measure of water
quality inctuding our response
to any Issues that arise.

Performancein 2021/22 ¥
2.43(0D! target: <2)

Strategic outcomes Remuneration Stakeholders
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Innovation in water

During the year, we trialled two exciting innovations that will helg
us deliver our long-term leakage targets.

ePulse

The ePulse condition assessment technology uses acoustic
signals and advanced computer algorithms to assess our
distribution network. It assigns a condition grade to each of our
mains. Thisis important as it allows us to better understand
where the risks are on our network of over 50,200 km of clean
water pipes. Not only will it improve our proactive intervention, it
will also help drive cost efficiencies, especially in highly
urbanised areas where the cost to undertake mains renewal is
More expensive.

Agqua Liner

New structural lining technologies that will reduce the cost of
mains rehabilitation work, This efficiency will allow us to target
a higher volume of rehabilitation work and therefore support
the delivery of our leakage programme by reducing the risk

of leakage through small cracks and weeping joints.

Drinking water quality (number of complaints)’

Definition

The number of complaints
about taste, odour and
appearance that we receive.

Performance in 2021/22 i
8,123 (00l target: 3,700)

A

Strategic outcomes Remuneration Stakeholders
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Water Always There

Customers expect to turn on the tap and water to flow. We take pride
in making this happen every day of the year.

Severn Trent oparatives undertaking work at might ta return supply to customers

We've got more work to do on
significant supply interruption events

When we fall short of our customers’ expectations, it can be most
noticeable in the supply of water we provide. Whether it's a lack of
pressure, temporary interruptions to supply or a visible leak in the street,
these all contribute to our customers’ experience of our level of service,

Supply interruptions are a key area of focus for us. Over recent years
we've worked hard to improve our performance when an incident
accurs by rezoning our networks, using direct injection from tankers

ta keep water flowing and using our training Academy to allow our
operatives to hone their repair skills. All this has ed to an improvement
in our underlying performance. Unfortunately, we are still experiencing
significant individual events which materially impact our customers.
Events that lead to 55% of our total reported performance include:

- Storm Arwen - the storm event caused multiple power failures
acrass a number of remote sites. We were unable to respond with
operatives and generators at all sites in time to prevent a loss
of supply.

- Nottingham high demand - higher than usual demand, combined
with unplanned outages of some assets, resulted in a supply
interruption event.

Water Always There

Supply interruptions [number of minutes)’
v Definition
The number of minutes the

average customer is without
supply in the year.,

Performance in 2021/22 ¥
12.65 minutes
(0Dl target: 6.13 minutes)

Strategic outcomes Remuneration Stakeholders

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

We've installed over 110,000 meters this year, ta enable us to understand mere about
customer-sige leakage

On track to deliver 15% leakage reduction

We are pleased to report we have already delivered a 3.5% reductian
since 2020 - a great start as we strive to reduce leakage by 15% by
2025 and by 50% by 2045. Dur customers tell us that they don't want
water to be wasted as itis a precious resource. We're tackling leakage
in a number of ways. Increasing our find activity ensures we identify
and fix more issues across our network, We then drive dewn the time
to fix each leak, with an 11% year-on-year improvement in our speed
of respense to visible leaks. To maintain this performance into the
future, we're also continuing our investment in mains renewal

and relining.

Within the year we've installed over 110,000 meters. We've also kicked
off our smart metering programme as part of Green Recovery. This
will hetp us and customers understand more about customer-side
leakage. By expanding our use of smart technology, we'll be better
able to identify potential leaks on customers’ supply pipes and target
those previously hard ta solve problems. It will also give our
customers greater insight into their own usage so we can maximise
cur water efficiency campaigns to reduce household consumption.

Leakage [three-year average) (‘ML/d’)’

Definition

The average volume of water that
leaks from our water network
each day [measured as a
three-year rolling averagel.

Performance in 2021/22 4
4LA6 Ml/d
(CDI target: 448 ML/d)

'

Strategic outcomes Remuneration Stakeholders
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OUR PERFORMANCE AND KEY PERFORMANCE INDICATORS CONTINUED

Waste

We have invested significantly in our waste
operations over the last 30 years to minimise the
impact on the environment, but we recognise that
there is more we can do and we have a critical role
in driving the necessary improvements.

We need to ensure our operations aren’t adversely impacting the
enviranment we depend on and use our position to influence and
encourage others to play their part too. In March 2022, we launched
our Get River Positive pledges, setting out the steps were committing
to take to reduce or remove our impact on our region’s rivers by 2030.
Read more on page 17 to 19.

During the year we have continued our focus on protecting river
water quality by maintaining our strong record of compliance,
delivering over 99.3% of the permit conditions across cur sewage
treatment works. Our focus on pollution incidents has ensured we
maintained our performance year-on-year, close to our best ever
performance reported last year.

The underlying asset health of our sewerage network continues te

be a key focus for us. Our roll-out of sewer sensors is increasing our
visibitity across over 92,000 km of our sewer network. They have been
a key tool to allow us to deliver a 33% reduction in the number of
btockages since 2020, and delivering against our sewer collapses
measure for the second consecutive year.

As a socially responsible company, we took the decision to introduce
a measure focused an sewer flooding of public spaces - the only
company in the industry to have such a measure. !n the year we've
outperformed our target by 34% and across the AMP we're
outperforming the measure by over 40% on average. On our more
traditional measures of sewer flooding, we've seen a 13% year-on-
year improvement on internal sewer flooding but unfortunately we've
missed our external sewer flooding target by 26%. Storm events over
the winter had a significant impact on our network, resulting in
external sewer flooding issues for our customers, when some areas
experienced maore than 200% of the average monthly rainfall.

We're delighted to have been recognised as a 4* company by the
Environment Agency’'s Environmental Performance Assessment for
the last two years, Our performance this year maintains that strong
performance across the basket of measures and we are hopeful of
receiving 4* status for the third consecutive year - the first time we
would ever have achieved that.

Our ambition for the future is to continue to drive forward the industry
across the waste water service. Our commitment to Get River Positive,
together with our accelerated Water Ingustry National Eavironment
Programme [WINEP'} and innovative Green Recovery schemes, will
ali combine to improve the performance of our waste water network,
reducing the impact an customers and the aquatic enviranment.

Specifically, our Green Recovery scheme in Mansfietld will trial

ways to reduce the pressure on cur network from rainfall events.
Cver the next three years we'll instali tens of thousands of sustainable
urban drainage schemes - including rain gardens, retention ponds
and swales. These interventions witl capture rainwater, either slowing
it down or preventing it from flowing into our sewer system entirely.

In turn this allows our sewers to maximise the volume of foul sewage
they can carry, reducing the risk of hydraulic evertoad and extending
the life of our assets. The scheme will alsa deliver community benefits
through providing additional nature-based amenities for public enjoyment.
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Innovation in waste water

During the year, we trialled two exciting innovations in our waste water
programme.

Veolia disc filter trials

In anticipation of even tighter phosphorus limits from 2025, we're
undertaking trials to evaluate commercial technologies for tertiary
waste water treatment. These disc filters may help us achieve what are
likely to be some of the tightest phosphorus permit conditions in the
industry. Early feedback fram the trial is promising, showing that the
technology has the capability to achieve the standards and ¢ould be a
valuable addition to our existing precesses.

Bioresources controlling mind

We're making use of data science and artificial intelligence to optimise
the transportation of our sludge between sites. This analytical tool has
already been implemented across our studge hubs and is realising
efficienciesin our fuel use and operational costs already.
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Waste water safely taken away
Public sewer fleoding [number of incidents)’

Internal sewer flooding {number of incidents)’

Definition

The number of sewer flooding
incidents that cccur inside
acustomer's property.

Performance in 2021/22 A
677 (0D target: 485]

External sewer flooding (number of incidents)'

Definition

The number cf sewer flooding
incidents that occur in customer
gardens, driveways and
external buildings.

Performance in 2021/22 ¥
4,526 {001 target: 3,574}

Definition

The number of sewer flooding
incidents that eccur on public
open spaces.

Performance in 2021/22
1,296 (0D1 target: 1,975] &

Pollutions fnumber of incidents)’

Definition

The number of pollution
incidents that occur from
our waste waler activities.

Performance in 2021/22 i
204 10D target: 222)
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Spotlight on

Affordability

What is water poverty?

Customers are defined by the Consumer Council for Water [[CCW')
as being in water poverty when they spend more than 5% of their
total income, after household costs, on water. For Severn Trent, the
number of customers estimated to be in water poverty is just under
the natlanal average at %. Last year Severn Trent, along with
others in the industry, pledged a public interest commitment to
make bills affordable for all those in water poverty by 2030. Given
the current enviranment, we are accelerating our support this AMP
through our new Affordability Strategy announced in May 2G22.

What are we doing about it?
To be truly impactful in our communities, we urgently need to

help more of our customers who need financial support today.

Our custerners get all their clean and waste water services for around
£1 a day - the second lowest combined bill in the land. But we know for
some customers this is hard to meet, which is why we're making this
maney available to support them now when they need it the maost.

A package of financial support worth £30 million witl extend our
affordability schemes to assist an additianal 100,000 custemers
who need financial help paying their bills over the next three years.
This will mean that 6% of our customers will be supported by a
social tariff by the end of the AMP and, taken together with the other
types of financial support, we will be helping around 315,000 of our
maost financially vulnerable customers by 2025,

We want to take action to help families across the region who are
gaing to be hit the hardest by the etfects of increased cast of living
from food, fuel and energy bill rises.

This new commitment builds on our work to support and investin
our region which already includes offering 100,000 hours of free
employability training to help people into jobs across the Midlands.

A package of financiai support worth

£30 million

Support an additional

100,000 ..cconerssy a2

This will mean that

0/

6% |
of our customers will be supported by
a social tariff by the end of the AMP

We will be helping around

315,000

of our most financially vulnerable customers by 2025
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Why are we taking action now?

Given the current environment of record energy prices, rising
inflation, falling Universal Credit, and rising National Insurance
contributions, our most financially vulnerable customers are
seeing increasing pressure on their ability to afford household
bills combined with an increasingly uncertain cutiook. Addressing
affordability issues is clearly the right thing to do for customers.

Our Affordability Strategy will provide financial support for the most
financially vulnerable customers in our region. The combined impact
of these initiatives will mean that we will be able to support around
100,000 more of our customers by 2025 and help Lift them out of water
poverty, at no increase in costs above those assumed in our Final
Determinatian to our wider customer base.

- £30 million being made avaitable to support thousands of customers

- Supportcomes as families across the region struggle with cost
of living crisis

- Those eligible will receive financial help to pay their water hill

Dur Affordability Strategy was already a key consideration for our PR24
planning and our new scheme, which is industry leading. will go a tong
way te fulfilling our 2030 pledge at a time when customers need this most.

What else are we doing?

This pledge builds on the work we're already doing to support the
region, including the following:

We are donating €.€10 million over AMP7, to 2025, through our
Community Fund, supporting lacal charities and community
groups. In the first two years, the fund has supported 166 non-
profit organisations with more than £3.4 million of grants and
donations. Read more about our Community Fund antine.

- We are also investing £566 mittion (2017/18 pricesl as partof an
ambitious Green Recovery programme to support the UK's green
economic bounce back from the pandemic and creating ¢.2,500
new jobs in the Midlands. Read more on pages 2% to 31.

As the cost of living continues to rise, we're
acting now to help customers who need it
most. Water is one of life’s essentials and we
want to give support to people struggling to
pay their bill. Our customers have the second
lowest combined bill in the UK, getting clean
and waste water services for around £1 per
day. However, we know that for some, paying
their bill remains a challenge. That's why we've
made this commitment, because quite simptly,
it's the right thing to do.

Liv Garfietd, Chief Executive
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Spotlight on

Green Recovery

In summer 2021, Ofwat gave us approval to invest
around £566 million [2017/18 prices) to support
the green econamic recovery from the pandemic.
Our proposals covered a wide range of new and
innovative projects for us as a company, and for
the water industry as a whole. We're seeking to
do things differently; to try new things and change
the way we interact with our environment.

Our Green Recovery programme has allowed us to get an early start
in tackling some of the big strategic challenges that we face now and
into the future, such as improving river quality, developing a more
resilient water supply and protecting our cornmunities from the
impacts of climate change.

We've recruited a diverse range of talented people te deliver the
pragramme and set up an effective delivery structure, with 39%
being female and 16% minarity ethnic. We're passionate about
creating new jobs and opportunities, and have already taken on
twelve interns to support the programme. This has been such

a success that four have already been offered permanent roles
and we planto run another internship programme Llater this year.
Across the programme, we expect to create around 306

direct jobs, and over c.2,500 within our wider supply-chain

and delivery partners. These highly engaged and talented &
new teams will bring an infusion of new skills and ideas,
providing a key resource into the future.

ty '

Cuy,

We can enjoy a swim in the rivers Teme and Leam,
knowing the water is safe for our family.

We can get a smart meter fitted s0 we can better
understand our water use.
the risk of flooding.

GROUP FINANCIAL STATEMENTS

eeneitsore,

| can get my supply pipe checked for lead - and
have it replaced free of charge.

Qur town centre witl look greener with thousands
of new nature-based sclutions which help reduce

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

) We have made excellent progress with the Green Recovery

programmes to date, successfully getting to the delivery phase in
very short timescales. Five of the six programmes have achieved
ambitious initial milestones and are firmly on track. Our Supply Pipes
programme has proved really challenging to date due to a range of
complexities and we have not yet achieved our plannad job volumes.
However, we have learned a huge amount and continue to adapt our
approach and try new things in order to increase job volumes.

Our Green Recovery programme is innovative. We're thinking differently,
working with new partners and trialling new technologies such as new
lead detection technalogies and waste treatment solutions.

The programme supports the UK Government's Levelling Up agenda
and will deliver long-term, sustainable benefits for current and future
generations in our region. These investments are making our regian
greener, safer, more resilient to climate change, and more prosperous.
We have also raised new finance from investors to help keep bills
affordable for customers. We estimate the cost to customers will be
around £5 extra a year on average - so despite the big improvements we
aim to make to everyone’s lives, our bills will rematn amongst the
lowest in the country.

We couldn't deliver this huge programme without co-operation, and we
are working in close partnership with local organisations ta ensure that
we can all learn together. For example, the market for nature-based
solutions is relatively immature, sowe need the support of our supply
chain to develop the solutions we need. They're excited tc get invoived
with these new, innavative projects, really pushing the boundary onwhat
is possible. We've also set up a broad coalition of different stakeholders
to help deliver our Mansfield programme, including Mansfield District
Council, Nottingham County Council, the Highways Autharity and a
number of supply chain partners.

A detailed progress update on each of the projects can
% be found overleaf.

Check out cur Green Recovery Report published in July
2022 on our website stwater.co.uk/regulatory-library

fampe®

Qur river environment will be healthier, faster,
thanks to accelerated investment plans.

We know water will always be there when we turn
the tap on. But even better, it's going to be lower
carbon teo.
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Green Recovery Projects - Progress Update

Rivers safe for
swimming

Cur Goat

Make stretches of the River Leam and River
Teme healthy enough to swim fn.

Pass aon what we learn to other organisations, as
part of cur efforts to understand what it takes to
achieve bathing quality rivers and to ensure the
UK's rivers can achieve ‘good ecological status’.

Create more leisure oppertunities and improve
wel{being, and deliver envircnmental benefits,
which includes enhanced biodiversity and
healthier aquatic life.

Our Approach

Engage with and help other parties make posgitive
change in the catchment, e.g. working with
farmers to prevent pollution getting into rivers.

Develop new ways of communicating with
river users so they understand water quality
inreal time.

Install czane etffluent disinfection at three sewage
treatment works, and build new storage and
sewer capacity to help us reduce the environmental
impact of around 25 starm overfiows

Qur Progress

Our mobilisation effarts have focused on three
areas alongside our work with the supply chain
io progress the project into contract:

1 Analysed our netwerk, Asset surveys and
flow monitering [sensors] allow us to
understand the size of storage required to
reduce spills during heavy rainfall, Ecological
surveys ensure we understand protection
measures we need to consider such as what
time of year we can undertake work.

2. Our treatment works. Detalled surveys have
been completed to understand loading at each
works to ensure we can designh the most
effective solutions for each of the parameters.

3. Engagement with farmers and river users
in order to provide accurate river quality
monitoring and modelling infarmation.
We have held focus groups and engaged with
land agents and owners to inform therm of our
programme and encourage them to join us

More water for
more customers

Qur Goat

Increase water supplies by up ta 93 Mi/d - encugh to
serve a city the size of Derby. We'll do this with a
reduced carbon impact, and let other companies
know how we're doing it, supporting the water
sector’s aim to be net zero by 2030,

All this extra water supply will increase our resilience
to hotter, drier summers and wetter winters, securing
water resources far future generations. Plus, our
work to achieve this will increase the biodiversity
of 44 hectares of habitat, at our Witches Dak site.

Our Approach

Utilise an abstraction licence we purchased
from a decommissioned power station at
Rugeley and build a new water treatment
works to accommodate new source of water.

Help 3,000 businesses save money, and reduce waste
by looking for oppertunities to reduce leaks, upgrade
water fittings and sighpost to installing grey water
and smart storage systems, saving up to 4 ML/g.

Our Progress

We have determined the mast optimal selution
for customers. This has been a lengthy exercise,
but worthwhile 1o ensure the project delivers for
customers naw and in the future.

There are three aspects to this project:

1. Increasing raw water to Church Wilne'.
We will be using our existing abstraction
location an the River Trent at Witches Oak and
we have appointed a designer to develop the
outline design in progress. We will construct new
wetlands in three existing gravel beds atthe site
to provide the first stage of water treatment and
also increased biodiversity.

2. Increasing the Deployable Output of Church
Wilne Water Treatment Works {'WTW']". We
will be using technologies to treat the water
which are hew to Severn Trent. We are going to
test the perfarmance of these technologies
using a pilot ptant located at Church Wilna which
wiil be a scaled down version of the new water
treatment works, The pilet plant will operate
over 12 months lo assess the seasonal changes
in water quality that occur in the River Trent,
The pilot plant will enable us to oplimise the
new water treatment process.

3. Anew transfer main from Church Wilne WTW' to
increase resilience across our netwerk. To
deploy the additicnal water from the new water
treatment works, we will construct two new
transfer pipelines connacted intc our grid so that
we can transport the water to where it is mast
needed in our region and increase the resilience.

4. Complete 3,000 water efficiency audits across
awide range of different business types in order
to help them reduce water cansumption and
save money, We've made good initial progress
on this. engaging supply thain partners to run
atrial and an initial plan to conduct a series of
audits within schools that will start imminentiy.
We will then use the learnings from these trials
to inform a wider roll-out.

The Church Wilne solution 15 subject to Ofwat approval.
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Homes protected
from flooding

Our Goal

Create the first catchment-scale flood-resilient
community, using an innovative nature-based”
approach to reduce surface flooding. The trial
is centred around the Mansfield district of
Nottinghamshire, where we aim to store the
equivalent of 58,000m3 of surface waterin
‘blue-green’ infrastructure - a range of natural
surface-flood defences, such as rain gardens,
drainage ponds, grassed areas and permeable
hard paving.

Reduce the broader harm flocding brings
te cammunities and create a more pleasant
natural environment for lecal people to enjoy.

{mprove river water quality, by reducing the
velume and frequency of discharges from
23 storm overflows.

Our Approach

Wark collaboratively with a range of partners,
such as local councils, communities, universities
and environmental groups. We're focusing

on areas with high proportions of financially
vulnerable customers and aim to protect around
90,000 people.

Install a range of blue-green solutions which
will capture rainwater and slow down the pace
at which it enters the sewerage network.

Our Progress

We have established the foundations of
stakeholders and partners for the project.

We are working closely with both Mansfield
County Council and Nottingham County Councif.
Without their support we wouldn't be able to
deliver this project, and we thank them for their
continued support.

We have engaged with consultants on the
design, which is now developed for each of

the interventions. We have engaged our supply
chain on our pilot site, which includes 1,700
interventions over six zones at 176 locations
near the town centre. Qur solution of creating
permeable paving is providing a great oppertunity
to reverse urban creep. By replacing tarmacked
parking areas with a permeable surface, and
creating green verges, we're able to capture
surface water run-off and slow it down.

We are finding other opportunities to deliver
improvements throughout the project. One
example of this iswith developers logking into how
we can incentivise them to use sustainable urban
drainage solutions {'SUDS'] on brownfietd sites
rather than traditional hard standing.
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Protecting customer
supply pipes

Our Goal

Replace 26,000 customer supply pipes
that are made of lead in two catchments.

Customer-owned supply pipes are a hidden
financial and health tiability for many people.

Over 40% of households dan't have the savings

to fix a burst pipe, and up ta haif of all pipas could
contain lead - which the Worle Health Qrganization
warns is unsafe at any level in drinking water.

Reduce leaks by around a miilioh litres 3 day, as
around 25% of leaks come from these customer-
owned pipes.

Our Approach

Prioritise areas we work with based on lead risk,
estimated leakage and deprivation.

Launch an ambitious pilot 1o fix the prablem at
the source, instead of adding mare chernicals to
ritigate the health risk from lead, working with
plumbers to replace the pipesin 25,000 homes
across Coventry.

Additionally replace around 1,000 lead and leaking
pipes in a smaller, rural community in Shropshire.

Our Progress

The programme has proved really challenging to
date and, although we have completed 79 jobs,

this is we!l below our Initial planned job rate. We've
found that many jobs are higher complexity than
expected, with around 80% ef customers who

have signed up being on a jeint supply, These jobs
typically require all or most neighbours ta sign up
and therefore are more complex and involved.

We have directly recruited seven nperatives as part of
our direct labour model trial. Skills shortages in the
market have meant this has progressed slower than
planned, but we are about to start gur firstjobs under
this model. We are also working closely with our
Academy Team to create an apprentice course that we

plan to roll out nationally at the end of the programme.

We have also put significant effartinto developing
agrant scheme that will shartly be trialled before
a planned wider roll out. We held an event at our
Academy with around 30 WaterSate plumbers from
17 companies to get feedback on the draft scheme.
We're hopeful that working with the piumbers from
the lecal area through this model will enable us to
increase job volumas and creats {ocal jobs.

We're looking at how to drive efficiency by signing
up whole streets at the same time. To this end
we've engaged with key housing associations
wha are respensible for significant numbers of
properties to share our plans and identify how
we can werk with them.

We are working with various organisations to
explore more innovative solutions, including:

- Partial lead replacement where we have a mixed
material pipe where extensions have been built on
older properties; and

- We are investigating novel methods to confirm the
presence of lead supply pipes to customers’
properties without the need for excavation.

GROUP FINANCIAL STATEMENTS

Lower water
consumption

Our Goal

Raise awareness of water efficiency, making
customers more conscious of the environmental
impact of their usage and of unchecked leaks.

Help customers save water and save money on
their water bills. We'll also be ahle to target high
users durmy periods of high demand, reducing
interruptions for all customers.

improve our data capture, giving us a better
understanding of our water balance.

Reduce the need for future investment in water
resources - a UK Government objective

Our Approach
Roll out a large-scale trial of 157,329 smart water
meters across Coventry and surrounding areas.

Install 46,319 new meters and 91,010 replacements,
mainly in water-stressed areas in Warwickshire.
These will help us reduce peak-time demand as
customers use water more efficiently, while also
helping us reduce leakage by enough to supply
atown the size of Market Harberough [poputation
over 22,000].

Our Progress

5,280 meters have already been installed across
Coventry. We have heen working with cur supply
chain to establish and embed the processes to
complete the meter installations, We remain on
target to complete over 30,000 by the end of May.

Progressing this programme at pace is essential,

It will provide us with data on household usage

and supply pipe leakage. The benefits of this

can then inform our future plans to tackle the
supply demand balance. The data analytics

and visualisation are central to helping look at

new ways of making improvements across ail of
our activities. To help extract the value of smart
metering, a new anline platform will be available in
July. The platform will allow customers to interact
with smart meter data about their water for the first
time. Customers will understand how and when
they use water, see any potential leaks at the
property and be provided with tailored water saving
tips.

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

Faster environmental
improvements

Our Goal

Suppertenvironmental improverments to 500 km
of rivers, by fulfilling our Water Framework
Directive statutory obligations more quickly and
accelerating iImprovements to storm overflows.
In particular, we'll see aquatic wildlife thrive.

Our Approach

Initiate 34 additional phosphate-removal
projects, extra monitoring and investigative
measures at 150 sewer overflows, and accelerate
improvements at 100 overflows.

Upgrade chemical dosing and invest in new
technologies to enhance the removal of tertiary
solids. Where possible, use chemicai-free
metheds, such as enhanced biolegical phosphate
removal and, in some cases, constructed wetlands.

Other measures witlinclude raising weir heights
and increasing pump capacity on short-duration,
low-volume sewer overflows.

Our Progress

There are 45 schemes within this project. More
than 50% are into early contractor invelvement
with our supply chain, with delivery phased from
2025 to 2027. Focus is now on developing new
talent within the tearn, as we aim to recruit
graduates, interns and apprentices.

We are developing early feasibility at two

of the mare complex schemes. This allows
us to understand not only Green Recovery
improvements but growth and capital
maintenance requirements over the praject
design horizon in the future.

Where possible, weTe seeking to utilise modular
‘plug and play’ technologies. These allow us to
design and build at pace, while maintaining the
ability to adapt and add to the site in future AMPs
as the site requirements evolve. This tachnolegy
is a tirst for us and is a really exciting approach
to solving traditional problems.
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BUSINESS SERVICES PERFORMANCE REVIEW

Business Services operates a UK-based
portfolio that complements the Group's core
competencies and is well positioned to
capitalise on market opportunities in three
areas: Green Power, Operating Services, and
Property Development.

Leading on self-generation

As one of the UK's largest producers of renewable energy from food
waste, Severn Trent Green Power provides valuable waste recycling
services for its local authority and commercial customers. We then
turn that waste into renewable energy to power UK homes and
businesses and produce a nutrient-rich liquid bio-fertiliser for
farmland to help grow new crops. We operate a high-quality portfolio
of assets, including nine Anaerobic Digestien ['AD'] and five composting
facilities, that generate renewable energy and provide valuable
recycling services for our local authority and commercial customers
acress the Midlands, South Wales, and London.

CQur Green Power business recycles over 500,000 tonnes of green and
mixed food waste each year. The green energy produced from food
waste contributes to meeting our net-zero targets and keeping our
energy costs down. We were proud to deliver on our commitment to
seif-generate the equivalent of 50% of the energy we use from
renewable sources, and this year we were pleased that Green Power

Award winning recycling business

In August 2021 we were delighted to win two awards at the
Awards for Excellence in Recycling and Waste Management
and Organics Recycling Business of the Year. The Awards,
run by letsrecycle.com, are the most prestigious eventin the
environmental calendar, and itis a brilliant opportunity for all
areas of the waste-management sector to gain industry
recognition for their achievements,
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delivered a full year generation of 274GWh; a 3% increase year-an-
year across its portfolie. During 2021/22 we spread a record 510,000
tannes of digestate over land, along with 100,000 tonnes of compost
and, importantly, increased our investment in assets to ensure we
maintain maximum generation capacity.

Qur second Net Promoter Score [NPS'] survey of 24 external
customers (¢.25% of our customer basel generated a score of 74 (a3
score of 74 - 100 being classed as the ‘best in the industry’l. The NPS
survey provides tangible encouragement that we're delivering

a strong custoemer-focused service.

Delivering for our customers

Operating Services’ full year PBIT was £19.7 million and we achieved
our best-ever performance on over 75% of contract KPls

[2020/21: 75%). We perfarmed strengly throughout the year on our
MOD contract, delivering our best-ever performance across

service faitures, and leakage performance was industry-leading.

The Coal Authority contract has detivered best-ever performarnce,
achieving £1.6 million PBIT for the year, with the votume of project
work now exceeding pre-pandemic levels.

Woe have had some pleasing recent successes regarding new contract
wins for our Water Hygiene business, forging strong partnerships
with some of the large national facilities-management providers.

Our Property Development business also performed well, and we
remain on track to deliver £100 millien of PBIT from property sales by
2027, with £49.6 million already delivered.

Severn Trent and Octopus Energy Group

Our partnership with Dctopus Energy will see us developing
renewable energy projects across the Midlands. It is the first
time twa major utility companies in the UK have teamed up to
produce renewable power generation. We have agreed to explore
poiential opportunities to generate clean, green energy at Severn
Trent sites and other third party locatiens throughout our region.
Our first sites are in the early stages of our scoping and
developraent pipeline,

The collaboratian agreement will suppart our Triple Carbon
Pledge of reaching net-zere carbon emissions using 100%
renewabte energy.

Zoisa North-Bond, CEO of Octopus Energy Generation, said:
“Severa Trent is one of the most important and vital companies
in the Midlands, and we're delighted to be working with them to
create even more value for the people of the region in the form
of renewable energy.”
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Oren Environmental Services

Our own environmental focus aligns wilh the wider Severn Trent
Group ambitions and we are proud of the progress our new
business ‘Oren Environmental Services' is making, premoting

the use of reedbeds as a natural filtration system. Not enly is this
a cost-efficient way for businesses to treat waste water through
the use of wetland configurations, it also has the added benefits of
reducing the carbon footprint and enhancing local biediversity. It
is believed a healthy reedbed absorbs over ten times more carbon
than a neglected one [reeds not weeds!).

274 GWh

record level of generation
of renewable energy

£5.6m

Green Power PBIT

500,000 tonnes

of green and mixed food
waste recycled this year

Our JetVac Team happy to educate
customers oh famity day out

In August 2021 our Severn Trent Services JetVac Team attended
a family day out at one of our key sites to engage with and educate
some of our custemers. Qur 18-tonne JetYac unit is normally

out and about, busy proactively cleansing our sewer networks,
However, the Teamn took the time out of its busy schedule to
educate our customers on what they should and should not put
down our precious sewers. The Team used its creative skills

to set up a jetting system that showed just what happens when
wipes are put into the system, and the work invelved in having to
clear them. Our education packs proved to be popular, with over
400 being handed oyt for aur customers to go away and complete
after the event.

Severn Trent Green Power and CPL Industries
partner to create low-carbon solid fuel from
food waste by-product

CPL industries, the UK's leading manufacturer and distributor
of smokeless fuels, has partnered with Severn Trent Green
Power to transform food waste into low-carbon solid fuels that
are used for heating.

Utilising hydrothermal carbonisation ["HTC') processing,

CPL Industries converts the by-praduct from our processing

of food waste to preduce the low-carben fuels. Processing the
by-product at its Immingham plant, CPL Industries is able to
convert this material to produce renewable fuels which can

be used to heat homes, as well as with district heating schemes
and hard-to-heat sectors such as off-grid businesses in the
leisure and hospitality industries.

Our first 100% electric vehicles

We all know how impartant it is to provide a fantastic service

to our customers, but as a business we also recoghise it is vital
that we provide these services in a sustainable way. This year, we
added our first brand-new 100% electric vehicles [EVs'] to our
Severn Trent Services fleet. Based at one of our water treatment
works that has the ability to produce 30MW renewable energy
using solar energy, the Nissan ENV200s will be used by our
technicians to deliver operations and maintenance on our water
and waste water assets across our MO0 contract.

These EVs are the first step in reducing the carbon emissions
produced by our fleet, as part of our Triple Carbon Pledge which
includes 100% EVs by the end of 2030 (where possible).
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SUSTAINABILITY FRAMEWORK

SUSTAINABILITY IS EMBEDDED IN OUR APPROACH

As a company taking care of one of life’s
essentials, we know that the resilience

of our business is intrinsically linked to the
resilience of our region, its communities
and the natural environment.

Qur Sustainability Framework lives through the decisions we make

We know there is always more to be done and will continue te
challenge ourselves where we feet we can contribute more.

When we launched our Sustainability Framework in March 2020,
we committed to invest £1.2 billion in sustainability and report en
our pregress in a transparent and genuine way. To date, we have
made goad progress in terms of both investment and cutcomes,
investing £566 million to 31 March 2022. The table below provides

further detail on where we have invested and outlines our future

and the way we work every day. We are committed to a wide range
of long-term ambitions across the environment and socisty with
the aim of having a positive impact in what we do.

Taking care
of the environment

Our Purpose

invesiment plans to 2025.

Taking care of cne of life’s essentials

Helping people
to thrive

Being a company
you can trust

Delivering an affordable

Ensuring a sustainable water cycle .
service for everyone

Living our Values

. . Providing a fair, inclusive Balancing the interests
Enhancing our natural environment and safe place ta work of all aur stakeholders
B Investing in skills Running our Compan'
Making the most of our resources and knovguledge for the lg,mg term pany

Mitigating climate change

Linked material SDGs

Making a positive difference

inthe community

Linked material SDGs

a Being open about whatwe do
and sharing what we khow

We show the material United Nations Sustainable Development Goals ['SDGs’)
that are retevant to the pillars of our Sustainability Framewark.

See our Sustainability Report far full details, available on our website in mid-June 2022.

Across our Annual Report and Sustainability Report, we continue to highlight activities we are undertaking and our performance, making the

information accessible.

OUR AMBITIONS OUR PRICRITIES WHERE TO FIND MORE INVESTMENT
ONOGUR PROGRESS TO DATE
Carbon and Climate Change Triple Carbon Pledge Pzges 35to 91 in Annual Report £123m

Science-Based Targets
Ciimate adaptation

See our Sustainability Report

Enhancing Nature

Biodiversity
Pollutiens reductions
River water improvemants

Catchment management

Pages 20 to Z7 in Annuai Report £124m

See our Sustainability Report

Water Resources for the Future

Leakage reduction
Per capita consumption reduction
Meter instaliations

interconnector investment

Pages 20 to 27 in Annual Repart £260m
See gur Sustainabiity Report

Affordability and Accessibility

Reducing water poverty
Building our Academy
Creating a Community Fund

Increasing conservation

Pages 1 to 87 1in Annual Report £59m
See our Sustainability Report
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QUR TCFD DISCLOSURES

OUR APPROACH TO CLIMATE CHANGE

We are committed to the recommendations

of the Task Force on Climate-related -
Financial Disclosures (‘'TCFD’), providing our
stakeholders with transparent infermation on
climate-related risks and opportunities that are
retevant to our business. This is our fourth TCFD
disclosure, and provides an update on what we

have published previously.

Our Annual Report complies with the requirement of LR 9.8.6R
by including climate-related financial disclosures consistent
with the TCFD recommendations and recommended disclosures

below. This is an update on our separate TCFD disclosure published

inSeptember 2021, including how we think about gevernance,
strategy, risk management, and the metrics and targets which
underpin our approach.

Our strategy focuses on the positive impact we can have on our
customers, the communities we serve and on the environment that
we rely on and interact with every day.

Our Sustainability Framework [see page 34| is fully embedded into

our overall strategy and draws together our enviranmental, social and
governance ambitions which are delivered as part of our Business Plan,

The informatien provided in this section, in cenjunction with the
rest of the Annual Report and our separate Sustainability Report,
demonstrate how we have embedded climate-related risks and
opportunities inta our strategy and business madel; the progress
we are making on our journey; the metrics and targets we have
set ourselves over the next several years; and our approach to
understanding and mitigating the risks posed. We will continue to
evolve and enhance our reporting against the framework provided
by the TCFD, and we welcome feedback on our approach.

Our Tripte Carbon Pledge

This is our pledge to meet operational net zero by 2030 for
Scope 1 and 2, as part of the combined UK water sector’s
net-zero 2030 roadmap,

Net zero carbon

Our net operational carbon footprint [Scope 1,
Stope 2 and a subset of Scope 3 emissions] for
2030 will be zero, including deductions, such as
those detailed in the following targets, as
wellas removal and certified offsets,

100% of energy from
renewable sources

All our electricity, gas and fuel will come from
renewable or ‘renewable-backed’ sources.

100% electric vehicles

All the vehicles we own will be efectrically powered
or powered by alternative fuels by the end of 2030,
where possible.

Thermal Hydrolysis Process

Science-Based Carbon targets

Our Science-Based Targets ['SBTs'] are in line with the 1.5°C
pathway [defined as holding temperature rises of no more
than 1.5°C above pre-industrial levels]. These targets, which
do not include offsets, will drive an ambitious reduction in our
Scope 1 [direct emissions arising from owned or controlled
sources) and Sceope 2 emissions lindirect emissions arising
from energy purchase).

We have committed to:

4L6%

reduction in Scope 1 and Scope 2 emissions
by 2031 from a 2019 base

70%

of eur supply chain [by emissions)
having set a SBT by 2031

13.5%

reduction in emissions from sold products
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OUR TCFD DISCLOSURES CONTINUED

Climate-related Strategy

Overview

Climate change is one of the key chaltenges our world will face this
century and we are well placed to understand the scale of the
probtem. The water sector will need to ensure resilience against the
predicted impacts of increased population growth and climate change,
and fulfit our industry-wide pledge to become net zero by 2030, all the

STRATEGY

TCFD RECOMMENDATION PROGRESS THIS YEAR

Disclose the actual and potential impacts
of climate-related risks and opportunities
on the organisation's business, strategy
and financial planning.

Severn Trent has reported against the
Strategy TCFD recommendations in fuil
within this 2022 Annual Report.

Where can you find more information?
- Principal Risks pé1-66

- Strategic Direction Statement’

- WRMP

- DWMP'

- Climate Change Adaptation Report’

1 Available on cur website severntrent.com

Modelled risks

Our climate change strategy

Our approach is firstly to reduce those emissions directly within our
centrol or influence and hence we set our Triple Carbon Pledge to
meel net zero by 2030 for aur own direct and indirect operations, as
part of the combined UK water sector’s net-zero 2030 roadmap. This
gives us and the rest of the sectoer a shared goal. To go further, we
also committed to a Science-Based Target ta reduce absolute Scepe 1
and 2 emissions by 46% (from a 2019/20 base year] by 2031. Working
with our supply chain to measure and reduce emissions along the
value chain is alse cruciat and we continue building an understanding
of our Scope 3 emissions to gain a more accurate and complete
picture of our current position, and use this insight to work with

and support our supply chain and deliver cur targets. 0ur Net Zero
Transition Plan on pages 46 to 51 shows how we intend to achieve
those targets and page 79 expands on our engagement with our supply
chain. Qver the next five years we are committed to understanding
and addressing the climate change risk that sits within cur supply
chain, and importantly work with suppliers to raise awareness of

this issue, influence their actions t¢ build climate resitience and

find joint solutions to adaptation challenges.

We will play our part in the UK's Green Recevery and contribute
to a clean energy system,

We have been invesiing significantly in both saving energy and generating
our own renewable energy, which is more important than ever and
bolsters our resilience to increasing energy grices. For example, we
generate the eguivalent of ¢.50% of the electricity we use from our
renewables, and this year we delivered record levels of generation —
507GWh of renewable energy from 34 anaerobic digestion sites as well as
ourwind, solar and hydro plants. Qur Severn Trent Green Power business
recycles over 500,000 tonnes of green and mixed food waste each year.
The green energy produced from foed waste helps to meet our net zere
targets and keep our energy costs down. You can read more about our
Green Power business on pages 32 to 33.
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while continuing to deliver the guality and quantity of water our
customers demand at a price they can afford.

Providing water and treating waste water is an energy-intensive
pracess that requires a sector-wide gpproach, innaovation and
long-term strategic thinking to ensure that the risks affecting
our ability to provide these services are mitigated.

Strategic Direction Statement and Adaptation Report

During the year, we published consultations of our Strategic Direction Statement which sets out our thinking
around key trends and the resuttant challenges that will shape the next 30 years and how we, as a leading
water and waste water company, might look to respond. The Strategic Direction Statement will guide our
future strategy and investment choices.

Since our work presented within our 2021 TCFD report, we have cantinued to work toward the pubtication of
our Water Resource Management Plan ['WRMP'| and Drainage and Wastewater Management Plan { DWMP'].

We are aligning our investment ptanning approach to that of UK Climate Change Committee capturing a 2 - 4°C
degree warming scenario, But the future is uncertain and, as such, we are developing a tow regrets plan that is
adaptable to future change. We have used best available data to determine different alternative investment
pathways open to us and we are reviewing these in light of the recent Ofwat common reference scenarios which
ask us to consider REP2.4, RCP4.0 and RCP8.5 to inform our decision making. Our route threugh these adaptive
pathways will be guided by increased certainty and insight as we iterate planning cycles.

See progress under risks on pages 39 to 44 for further information.

We will maximise the benefits from mitigating and adapting

to climate change through our role as a major land owner

and encourage others to do the same.

Addressing multiple cutcemes in how we manage tand is increasingly
important, ensuring that we address the crises of biodiversity and
climate change. Enhancing and protecting nature is alsa vital to
improving water quality, providing pretection against the impacts of
climate change, making our region more resilient and zlso sequestrating
carbon. Examples of how we are doing this can be found in our
Sustainability Report.

Understanding the impact of our investments to mitigate and adapt to
climate change is important to guide future investment. in 2022/23 we are
applying a carbon tax of £18/tC0Oze to each of pur departmental budgets.
As well as encouraging greenhouse gas [GHG'] reduction, this contribution
will generate a fund that we will use to invest in new ideas and innovations
to achieve our net zero target [with pricing in line with Department far
Business, Energy and Industrial Strategy |'BEIS) assumptions and subject
to annual review]. In addition, our infrastructure schemes will build a
carbon cast into business case assessments, using the UK Government
shadow price of carbon each year, to inform full life cest decisions.

Adapting to climate change

In parallet with our efforts to mitigate climate change by delivering our
ambitious carbon targets, we need to become more resilient to changing
climate conditions ard mare frequent and extreme events, inorder to
deliver a great service ta our customers over the long term. To do this

it is vital that we understand the risks we face as the climate changes,
whilst also dealing with climate impacts now, and better plan and adapt
for the future. We are planning for 2°C but preparing for 4°C. Our third
Adaptation Report describes how the climate impacts our operations,
how we assess climate risks and how we plan to manage thern.

We rely heavily on our ability to remain resilient to the impacts of

climate change in order to deliver essential water and waste water
services to the cammunities in the regions we serve. Gur long-term
strategy for adaptation is reviewed in collaboration with other
stakeholders through a series of detailed studies that take place every
five years through our WRMP, OWMP and our Climate Change Adaptation
Report. These decuments have a 25-year time horizon with the outcomes
informing not only our near-term five-year investment plans, but our
longer-term investment appraach. The longer-term trends coming from
our analysis has informed the recently published Strategic Direction
Statements for both Severn Trent Water and Hafren Dyfrdwy.



STRATEGIC REPORT

GOVERNANCE REPORT

Our Sustainability Governance Framework

Our governance processes are aligned with the Group’s Sustainability
Goavernance Framework - ensuring that the Board is effective in its:
oversight of the Group’s Sustainability Framework, consideration of
climate-related risks and opportunities, and scrutiny of management's

assessment and management of climate-related risks and opportunities.

The Board delegates certain sustainability and climate-related risk
oversight activity to its Committees to support the continued delivery

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

The Chief Executive and the Severn Trent Executive Committee
['STEC') have day-to-day responsibility for climate change and
environmental matters and are responsible for the development of
the Group's strategy, including in relation to sustainability-related
matters, as demonstrated in the Sustainability Governance Framework
on page 38. STEC delegates certain climate-related risk and opportunity
oversight matters to its management committees, To facilitate effective
delegation, the Severn Trent Group Authorisation Arrangements [ GAA')
are the mechanism by which the Severn Trent Plc Board delegates its

of the Group's Sustainability Framework. The Sustainability
Governance Framework is also subject to periodic review to ensure

that it remains appropriate.

GOYERNANCE
TCFD RECOMMENDATION

Disclose the organisation’s governance
around climate-related risks
and opportunities.

Severn Trent has reported against the
Governance TCFD recgmmendations
in full within the 2022 Annual Report.

You can find additional information
throughout this Annual Report, in our
Sustainability Repert and aur third
Adaptation Regort,

More information on the sustainability
and climate-related Board CPD sessions
held during the year can be found en
pages 94 to 95.

You can find out more about the
perfermance targets/milastones for
the 2022 Award in the Directors’

Remuneration Reporton pages 128 to 148.

Moreinformation can be found in the
Strategic Reporton pages 1to 89.

Further information an how stakeholders
are considered can be found in our
Section 172 Statement on pages 82 to B4.

financial authority, which authorises our people to be involved in the
decision-making processes that commit the Company to financial

The GAA are reviewed annually to ensure that limits remain appropriate.

PROGRESS THIS YEAR

Board composition

The operation of our Board is supported by the collective experience of the Directors and the diverse skills and
experience they possess. Our succession planning camplements the existing composition of the Board, with an
emphasis on sustainability and climate-related topics to ensure that we cantinue to build upon the excellent
progress we have made in detivering for all of our stakeholders

As announced, Angela Strank, Independent Non-Executive Directer and Chair of the Corporate Sustainability
Committee, stepped down from the Board in March 2022 having served eight years. The Board was delighted to
announce the appeintment of Tom Delay, who brings extensive strategy, sustainability, energy, and engineering
experience to the Board, as successar to Angela as Chair of the Corparate Sustainability Committee.

Board evaluation

Our annual Board evaluation provides the Board and its Committees with an opportunity to consider and reflect
oh the quality and eifectiveness of its decision making, the range and level of discussion and for each member
to consider their own contribution and performance. As part of this evaluation, knowledge and experience with
regards to sustainability and climate-related matters are considered.

Meetings

In addition to including sustainability matters as a standing agenda item at regular Board meetings, the Board
held seven sessions dedicated to climate-related risks and opportunities and sustainability-related topics to
ensure such risks and oppartunities are planned into the Board and Board Committee annual forward plans.

Remuneration

We are committed te ensuring that all employees are motivated to deliver our sustainability ambitions, from
climate and biodiversity to supporting our customers, across all our incentives. This is supperted by our
transparent remuneration framework that aligns reward and incentive structures threughout our business
from our front-line operatives thraugh to our Executive Tearn, ensuring that every employee is incentivised and
rewarded to deliver the same objectives. This is in addition to Environmental, Secial and Governance {ESG')
measures which already form part of the annual bonus scheme metrics.

In 2021, the Severn Trent Plc Remuneration Committee agreed the development of a carbon reduction
performance measure in the Long Term Incentive Plan [LTIP) with 3 weighting of 20%. At the Company’s 2021
Annual General Meeting 'AGM'|, over 99% of shareholder votes cast were in favour of the replacement LTIP.

In March 2022, we announced our camrmitment to ‘Get River Positive’ and have also directly linked our River
Pledges to our remuneration structures through including thern as measures in our Annual Bonus Plan for
2022/23. Read more on page 130.

Strategy

During the year, the Severn Trent Plc and Severn Trent Water Limited Boards approved Severn Trent Water's
Strategic Direction Statement setting out a clear line of sight between the Severn Trent Water Business Plan
and the longaer-tarm vision of the Company.

Climate change commitments

Demonstrating the Company’s commitment to its shareholders, the Board announced on 24 March 2021 its
intention to put its long-term approach to climate change befaore shareholders at the Company’s AGM on 8 July
2021. The Climate Change Action Plan received over 99% approval at the AGM. The Company will subseguently
seek an advisory vote every three years on any material changes made or propesed to the plan.

obligations, rather than every decision having to be approved by the Board.
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OUR TCFD DISCLOSURES CONTINUED

Strong governance of sustainability issues, including over climate-related risks and opportunities specifically, extends below the
Board to a number of Board and management committees, as outlined below.

THE BOARD

The Board's role is to ensure the tong-term sustainable success of Severn
Trent by setting eur strategy through which value can be created and
preserved for the mutual benefit of our sharenolders, customers,
employees and the cemmunities we serve.

Our Board, led by Chair Christine Hodgsen, has ultimate responsibility for
sustainability. Oversight of the Group's sustainability strategy is a matter
reserved for the Board. Group CFO James Bowling is responsible for how
market risks connected to our investmants lincluding climate-related
risks] are identified, considered and managed.

The Board's responsihilities include:

overseeing the Group’s sustainahility strategy;

providing rigorous challenge to management on progress against geals and
targets:

ensuring the maintenance of an effective risk management and internal controt
system, including over climate-related risks and opportunities;

review of six monthly Enterprise Risk Management ['ERM} updates and annual
approval of the Principal Risks;

approval of the Board's risk appetite and policy:

- inclusion of sustainability-related discussion at each Board meeting
through a standing agenda item as tabled by the Chair of the Corporate
Susiainability Committee; and

- maintaining a high level of sustainability expertise relating to areas such as
environmental science, climate science and social responsibility isee Board
skilts matrix on page 105),

Informing

Reporting

THE BOARD DELEGATES CERTAIN SUSTAINABILITY OVERSIGHT MATTERS TO ITS PRINCIPAL COMMITTEES.
ALL COMMITTEES MEET AT LEAST FOUR TIMES PER YEAR.

Audit and Risk
Committee

Corporate Sustainabitity
Committee

Nominations
Committee

Ensures thatrisks and
opportunities, including
sustainability and
climate-related risks
and spportunities, are
effectively managed
across the Group. The
Committee is also
responsible for overseeing
the Group's financial
statements, including
the TCFD disclosure.

Scrutinises and provides
guidance and direction on
the Sustainability
Framework.

Reviews sustainability and
climate-related risks and
opportunities.

Three Directors of the
Board sit on the Committee,
inctuding the Chair, and the
CEOQ has a standing invitation
to attend meetings.

Manitors the Beard's
averall size, composition
and balance of skills, and
ensures sustainability
expertise is given
sufficient prominence

in Board and Executive
SUCCEssion and
recruitment activity.

Remuneration
Committee

Treasury
Committee

Ensures alignment of the
Group's remuneration
policies and procedures
to achievement of
sustainability aims by
incorporating ESG
measures into bonus
scheme requirements
and carbonreduction
measures within the LTIP.

Ensures incorporation of
sustainability into the
Group's financing strategy,
with a key area of focus on
introduction and menitoring
of the Sustainable Finance
Framework under which
the Group can raise debt
to support the financing

or relinancing of
sustainable projects.

Further detail of the work
of the Committee can be
found on pages 115 to 121

Further detail of the work
of the Committee can be
found on pages 124 to 127

Further detail on actions
and appointments in the
year can be feund on
pages 11010 174

Further detail on
remuneration policy can
be found on pages 128 to
148

THE CHIEF EXECUTIVE AND THE SEVERN TRENT EXECUTIVE COMMITTEE {'STEC")

Further detailon our
Sustainable Finance
Framework can be found on
pages 122tc 123

The Chief Executive has overall responsibility for climate change and environmental matters. Responsibility for the development and implementation
of the Broup's strategy, including in relatian to sustainability, rests with the Chief Executive, who 1s supported by STEC,

Sustainability Framewark - p34

STEC Members - p103

STEC DELEGATES CERTAIN CLIMATE-RELATED RISK AND OPPORTUNITY OVERSIGHT MATTERS TO ITS MANAGEMENT COMMITTEES

Sustainability Steering
Committee

Facilitated by Severn
Trent's dedicated
Sustainability

Team, Executive and
senjor management
oversee performance

and pregress against our
Sustainability Framework.

The Committee is
responsible for tdentifying
and reviewing climate-
related risks and
opportunities,

Carbon and Energy
Steering Committee

Strategic Risk Forum
['SRF)

Disclasure Committee

TCFD Working Group

Sets the Group's overall
carbon and energy
strategy and targets,
ensuring that robust plans
are in place to deliver
them. Monitors progress
and performance against
plans,

A cross-business group
which takes & halistic view
of ERM risks and focuses
on horizen scanning to
identity new and Emerging
Risks, including climate-
related risks.

An Executive Committee
respansible far overseaing
the Group's compliance
with its disclosure
obligations, considering
the materiality, accuracy,
raliability and timeliness
of information disclosed
and assessment

of assurance received.

The Committeeis also
respensible for overseeing
the Group’s financial
statements and non-
financial disclosures,
including climate-related
financial disclosures.

The TCFO working group
was e¢stabtished in 2020
to provide oversight and
drive implementation of
the TCFD
recommendations and the
Group's wider climate
change strategy. The
Group reportsto the
Disclosure Commitiee and
the Corporate
Sustainability Committee.
itincludes representatives
from business areas
inctuding strategy, risk,
finance, treasury and
compliance.
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STRATEGIC REPORT

GOVERNANCE REFORT

How we identify and understand
risks of climate change

The impacts of climate change are closely linked to many of the key
risks faced by our business. During the year we have undertaken
areview to assess how our overall risks are affected by a range

of climate impacts, We operate a well-established ERM framework,
underpinned by standardised tools, practices and risk management

methodolegies to ensure cansistency across the Severn Trent Group.

Our ERM framework is embedded throughout the business, with
different groups exploring and examining risks through different

lenses. Our SRF provides a crass business holistic view of ERM risks,

challenging the existing risk landscape as well as identifying new
and Emerging Risks, including climate-related risks. The Beard has

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATIDN

overall responsibility for ensuring that risk is managed effectively
across the Group and that there is an effective risk management
framewark in place. See the Internal Controls and Risk Management

section in the Audit and Risk Committee Report on pages 115t 121 for

further information.

Management of climate-related risks is embedded in our everyday
business activities and aligns with the way we approach all other
Group risks through our ERM framework. Qur specific approach to
managing climate-related risks is outlined below, highlighting how
we think about climate-related risks over differing time horizons.

RISK MANAGEMENT

TCFD
RECOMMENDATIGN

Disclose the
processes used by
the organisation to
identify, assess and
manage
climate-related
risks.

Severn Trent
hasreported
against the Risk
Management TCFD
recommendations in
full within the 2022
Annual Report.

Where can you find
more infermation?
Principal Risks
pél-66

Risk management
framework ps0

PROGRESS THIS YEAR

Integration with overall risk management

During the period we have continued to develop the work
undertaken in the lead up to our 2021 TCFD report te ensure
that our Group-wide ERM process adequately identifies,
assesses and manages climate-related risk.

Adaptation Report

During 2021 the Group’s Adaptation Repert was published

in response to the invitatien from Defra to repert under the
Adaptation Reporting Power as set out in the Cimate Change
Act 2008. Together with reperts across a range of sectors, it
helps the UK Government to understand the level of risk that
society is expesed to nationally and informs the level of
response being taken to manage these risks.

It also provides visibility te our stakeholders of the actions
we are taking to understand our risks and the steps we are
taking to be resilient to a changing climate.

Water Resource Management Plan {'WRMP’)

We anticipate further investment in new supplies will be needed
by 2030, alongside leakage and demand reductions. Our plan
will balance regulatory ambitions with affordability and in some
areas of our WRMP we have chaice - for example, the rate at
which we transition to new resilience standards and reduce
abstraction in areas identified by the Environment Agency [EA’].
We have and will continue to engage with aur custormers
overthe pace at which we respond to these expectations.

MANAGEMENT CATEGORY

Severn Trent's draft WRMP will be published in October 2022,
with the final WRMP due far publication in autumn 2023 and
will set out our approach for ensuring an etffective water
supply network which (s resilient against the impacts of
climate ¢hange. To our stakeholders of the actions we are
taking to understand our risks and the steps we are taking

to be resilient to a changing climate.

Drainage and Wastewater Management Plan {('DWMP'}
Since the work presented within our 2021 TCFD Report,
we have carried out further and extensive modelling to
understand potential future impact of clirmate change on
waste water networks, and inferm future intervention
strategies. Thisincludesrisk assessment processes to
censider RCP6.0 and RCP8.5.

The DWMP will set out our approach to ensuring an effective
waste water network which treats and removes waste from
properties, and which reduces the likelihood of sewer flooding,
and will be used to inform our PR24 Business Plan, due fer
submission in autumn 2023,

Severn Trent's draft DWMP will be published in June 2022,
with the final DWMP due for publication in spring 2023.

STRATEGY

TIME HORIZONS

0~ 2YEARS UPTOEYEARS

UPTO 25 YEARS

lwith considerations for up ta 25 years]

Summary - Implementing tactical response plans Our Business Plan describes the - Long-term plans explering and accounting for
for delivery of sur annual improvements that we will commit to future potential risks we may face, including
performance targets in the face of deliver in the next Asset Management climate change uncertainty
acute physical risks Plan [AMP] cycle - How we will meet future challenges, and the steps
- Evaluate and make recommendations that need to be considered
for future improvements
Approachto - Incident Management plans and Regulator approved Asset - WRMP produced every five years
management process-driven response plans Management Planinvestment - DWMP - first full publication due spring 2023

~ Drought Plan [triggers optimised and approach - Qurdraft Strategic Direction Statement was
aligned with WRMP] Rolling frve-year Business Planning published this year and looks at key trends and
- Root Cause Analysis outputs appraach future priorities to assess arange of future

- Localised response strategies
- ERMiramework

ERM framework

scenarios and pathways toward them
- ERM frarnework
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OUR TCFD DISCLOSURES CONTINUED

MANAGEMENT CATEGORY STRATEGY
TIME HORIZONS 0-2YEARS UPTOSYEARS UP TO 23 YEARS
[with considerations for up to 25 years)]
Key eiements - Undertake a granular and - Engagement with key - Considers the potential long-term impacts of

dynamic appraisal of the health
of our assets

- Datacollection to drive
longer-term approach

- Assessoperational tasks/
operation and maintenance
of assels

- Localised delivery of
improvement plans

- Small-scale OPEX and
CAFEX spending

- Asset Health Dashboard

stakehnlders to agree response
plans including the EA, Ofwatand
local communities

Modelling of scanarios to
determine response strategies
Capital investment and
promations fordelivery of
targe-scale capital upgrades

climate change on cur gssential services

- identifies and assesses the most significant and
influential trends and the biggest challenges
that we will face based on the trajectory of
those trends

- Analysis of lenger-term trends unlising UKCP18
datasets combined with internal modelling

- Data-focused review through technical
assessments and modelling

- Risk strategies

Feedback

Continuous review and feedback

Integrating climate-related risks within our ERM system

Our risk management system incorporates important climate-related risks identified through business as usual processes. TCFD typology
has been assigned to these risks and key causes were assessed where the likelihood ceuld be exacerbated by climate change drivers.

We have developed a three-tiered system which we will use ta ensure appropriate actions given the relative risk to the organisatien.

What are our key climate-related risks and opportunities?

Several of our key risks are highly sensitive to the physical impacts of climate change. The twa risks most vulnerable te climate change are
our ability to supply safe drinking water and our ability fo effectively transport and treat waste water, and hence these have been quantitatively
modelled as described in our ‘Physical risks scenario analysis’ on page 42. {n addition, as a regulated water company, transitional risks, and
most particutarly changes to the political and regulatory environment, are likely to have a significant impact on the way that we operate.

Our ability to mitigate and adapt to climate change also has potential to impact our reputation and, as a consequence, our attractiveness
to investars. The foliowing table outlines our key risks and opportunities and whether they are modelled or focused risks.
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DRIVERS AND CAUSES

ACUTE AND CHRONIC PHYSICAL RISKS

KEYRISK

We do not supply a safe and secure
supply af drinking water to our
customers

LINKED OPPORTUNITIES

- Minimising water usage and leakage
- Enhanced consumer awareness
— New technology

KEY RISK

We do not transport and treat waste
water effectively, impacting our
ability to return clean water to the
enviranment

Short, medium and long term
[modetled)

LINKED OPPORTUNITIES

- Enhanced consumer awareness
- Newtechnology

KEY RiSK

We fail to positively influence natura!
capitalin our region

Medium and tong term [focused]

LINKED OPPORTUNITIES

- Adopting a catchment management
approach will be more inclusive, and
will reduce costs and the need for
additional investrment

- lmproved resilience and river quality

- Addressing and enhancing
biodiversity and eco-syslem services

- Engagement with supply chain

LEGAL AND REGULATORY RISKS
KEY RISK

Changing societal expectations,
resulting in stricter legal and
environmental cbligations,
eommitments and/or enforcements,
increase tha risk of non-compliance

Short, medium and long term
[Hocused)

LINKED OPPORTUNITIES

Engagement with regulators and
potential funding to address impacts
from climate change

|

Increased population will increase demand
Chronic higher temperatures, hotter, drier
summers, and increased frequencyand
intensity of droughts will increase demand
ard reduce water avarlability

Acute physical risks such as storms and
tleods may impact upon our infrastruciure,
orincrgase the risk of water coalamination
Increased frequency and severity of hot
spells impact customer behaviour, causing
anncrease inshort-term peak demand,
reducing the availability of water in the
environment and restricting the amount
we can abstract and supply

Regulatory requirements could drive down
water use

Increased awareness of the value of water
in an increasingly resaurce-stretched world
may improve the eflectiveness of customer
engagement programimes

The impiementation of new technolagy and
innovation will improve network operations
and detect leaks

Increased population and Lland cever leading to
increased run-off

More intense bursts of heavy rainfall increasing
valumes of water entering waste water systems
Additional demands on waste water systems
and increased risk of fleoding te both properties
and the environment

Potential damage to infrastructure

Increased awareness of the value of water in an
increasingly resource-stretched world may
imprave the effectiveness of customer
engagement programmes

Theimplementation of new technologres and
innovation to improve our water treatrmant
processes and network aperations will enable us
to meet or exceed targets

Increased precipitation may increase the risk of
agricultural run-off and sewer overflows,
leading ta pollution of the waterways

Human impacts of a growing population and
increased pressure on naturalresources may
impact upon biodiversity and ocur ability to
manage natural resources effectively

Strong engagemant with our supply chain and
customers will pramote biodiversity and
effective use of our redundant land to lead
the way inour region

Highly regulated sector with KPls set by Ofwat
Increased focus on environmental protection/
enhanced climate mitigation targets coutd
change the regulater’s target-setuing approach
National regulatory changes around costs of
carbon lour operations are energy intensive and
the waste we deal with has a high GHG impact)

Opportunities to fast track positive changes
alongside regulatery change for aur
commumities and the environment

GROUP FINANCIAL STATEMENTS

IMPACT ON BUSINESS
(RISK CONSEQUENCES)

- Failure to supply encugh water to meat
demand

- Impacts our financial penalty/reward position

- Additional operational costs ta ensure
delivery

- Additional infrastructure investment to
secure supply

- Increased headroom available to meet
water derand

- Enhanced reputation with custamers

- Reduced infrastructure requirements

- Alternative actions to ensure safety of waste
water removal

- Additwnatinfrastructure investmant to
ensure adeguate systems

- Environmental penaltias

- iImpacts ta our financial penalty/reward
position

- Reduced pressure on waste water networks
Reduced infrastructure requirements
Enhanced reputation with custemers

- |mpacts to our financiat penalty/

reward position

Changes to valuation of natural capital may
have financial impacts in future perods
Pollution avents may resultin fines

or penalties

Investment required in resilient solutions

- Reputational benefits acting as steward
of natural capital
Intangible benefits of natural capitat

Changes to penalty/reward position

- Increased risks of fines from environmental
risk events le.g. flood events)

- Increased casts associated with carbon

emissions

- Readiness for legal and regutatery changes

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

RISK MITIGATIONS { METHODS
TO REALISE OPPORTUNITIES

- Comprehensive resilience plans such &s our

WRMP and DWMP feed inte our capital

investment pragramme and Business Plan, and

we also provide evidence of gur invesiment

propasttions to our regulator, Ofwat

Strategic modelling ta assess potential changes

to supply and demand on our water network and

the impact of climate change

- Increasing resilience and flexibility of our supply
natwerk and better preparing for incigents to
ensure cantinuous supply L6 our customers

Educational programmes to reduce water usage
Leakage reduction programmes including early
leak detection technolagy

b

- Comprehens:ve resilience ptans such as DWMP
feed inta capital investment pregramme and
Business Plan

Strategic modelling to assess potentiai changes
te population and climate change on our wasle
water network

Strong compliance culture and effective
management systems

- Educational programmes with customers to
promote safe use of the waste water system,
including appropriate dispesa! of wel wipes
and conking fat

~ Commitments te protect our lecal envirenment

- Modeluing to estimate the impact of increasing
pressures on nature such as abstraction and
environmentat pollutian as part of aur WRMP
and DWMP

Strategic plans to enhance biodiversity in
our region
- Acatchment management approach with
landowners in gur region to mittgate the effect
of pesticides, fertilisers and arganic nulrients
- Extensive in-house ecology expertise to enhance
the Group’s capability to work towards
enhancing biodivers’ty

- Strong engagemant with our supply chain to drive
environmental leadership

- Ongoing engagement with the UK Government,

MPs, the Welsh Government, regutators and other

stakeholders about the future shape and directson

of the water sector

Our established governance framework, policies

and tratning ensure our ongoing compliance with

all appl'cable laws and regulations

Control frameworks are subject te regular review,
on at least an annuzl basis, to take into account
changes totegistation and regulaticn

External legal advisers provide detailed reviews
in respect of upcoming legislation that may atfect
the Group
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OUR TCFD DISCLOSURES CONTINUED

Understanding the impact

Our approach to understanding physical risks
of climate change

Climate-related scenario analysis helps us to understand the
potential impact of climate change on our business to inferm our
strateqy and financial planning. Ofwat has set out expectations far
all water companies te use scenarios te help define alternative
investment pathways. Climate change is one of these scenarios and
we are supportive of the concept to heip a degree of standardisation
in the way we stress test our plans to understand how they might
stand up to many possible different future scenarios. This will benefit
both custemers and poticy makers by helping companies make more
robust business cases. It will also help strengthen the link and
increase transparency between our long-term ambitions and the
investments we make each planning period.

CPTIMISTIC SCENARIOS

CURRENT TREND SCENARIOS

We undertake scenario modetling against the two risks thatare
of potentially greatest vulnerability to climate change: our ability
to provide safe and clean water when it is needed and our ability
to take waste water safely away. These form part of our WRMP
and DWMP respectively,

Whilst the climate models applied are bespoke and tailored for the
specific risks assessed, the range of climate scenarios considered
broadly aligns with the future worlds considered within the WWF
Water Risk Filter Scenarios outlined below, with the physical risks
assessed in line with the ‘pessimistic’ and ‘current trend” world
views, and the transition risks assessed in line with the ‘optimistic’
and ‘current trend’ world views.

Gur bespoke assessments consider a range of climate models as
cutlined below.

We also considered how different levers of change may impact
upon our ability to provide services in developing cur Sirategic
Direction Statement.

PESSIMISTIC SCENARIOS

The optimistic scenarics represent a warld with
sustainable socio-economic development (SSP 1) and
ambrtious reduction of GHG emissions IRCP2.4/RCP4.5)
leading to an increase of globat mean surface temperature
of approximately 1.3°C by the end of the 21** century.

The current trend scenarios represent a world simitar to
current socio-economic development trends ($5P2] and
intermediate GHG emission levels (RCP4.S5/RCPS.0),
leading lo an Increase of global mean surface temperature
of approximately 2°C by the end of the 21" century,

The pessimistic scenarios represent a world with unequal
and unstable socio-economic development trends [$5P3}
and high GHG emission levels [RCP6.0/RCPE.5Y, leading to
anincrease of global mean surface temperature of
approximately 3.5°C by the end of the 21% century.

Physical risks scenario analysis

Key outputs from our modelling locking out to 2050

The table below provides a summary of the assessments carried out to dale, but does not take inte account the regional complexities, bespoke
investment decisions and cellaboration with wider agencies and water bodies. A full analysis of the problems we face and the solutions to address
thase problems will be issued as part of our WRMP and DWMP in 2022. The case study opposite outlines our approach to modelling.

OUTCOMES AFFECTED

WATER ALWAYS THERE / 600D TO DRINK

RISK

OPPORTUNITY

WASTE WATER SAFELY TAKEN AWAY
RISK

Key risk

We do not provide a safe and secure supply of
drinking water to our customers

Minimising water use and leakage

We do net transpart and treat waste water
effectively, impacting our ability to return clean
water ta the environment

Climate driver

Hotler, drier summers and changes teo
precipitation will reduce water availability and
the amount of water available for distribution

Regulatory commitmenlts to reguce leakage

Ingreased rainfall and intensity of rainfall
increase risk of sewer flooding, run-off and
the amaunt of waste water needing treatment

Climate model

RCP&.0, RCP8.5 and 32 climate-related scenarios
reflecting the different UKCP18 climate model
outputs

We have made a commitment tareduce leakage
by 15% by 2025 and 50% by 2045. In addition, we
have a number of water use minimisatian
programmes which are incerperated into our
future modelling, to ensure we understand how
the benafits of these programmes may grotect us
against climate-related risks

As part of aur DWMP assessments. we have used
industry derived rainfall uplifts for 2050 based an
RCP8.5 as indicated by the Met Gffice Hadley
Centre, as well 35 sensitivity anatysis using
RCPé.0 te align our work with that for the WRMP.
Across our region, we have modelled present day
flood risk during one in 10-year, 30-year and
50-year rainfall events {1.e. a rainfall event

with a 10%, 3.3% or 2% protability of oceurring

In ayear). We then use rainfall uplifts derives
from climate change projectians to understand
how the future climate is likely to affect
rantallintensities

Timeframe Current madelting 15 tc 2070s and then Current modelling is 1o 2070s and then Current modelling is to 2050. The below impact
assessed exirapolated te 2100 extrapolated to 2100 tooks at a 2050 snapshot
Key outputs Madelling indicates a reduction in the ameunt of Our water demand mitigation propoesals will help Our madeliing suggests that there will be

from modelling
work

water available for distribution (Deployable
QOutput, 'DO). In 2050, the expected reduction of
00 s,

- 4% ina RCP&.D chimate scenario; and
- 9% a RCPB.5 climate scenano

reduce the total amount of water we abstract,
Our twe key programmes [customer defmand and
leakage reduction] are expected, by 2050, ro:

- reduce dernand by 6% and
- reduce leakage by 8% from our distribution
system

creased risk af sewer flooding in 2050,

The increased Ukelireod lprobability of a floca
event) of sewer Hooding in 2050 is expected to
be as follows:

- Increased risk of flood tn the event af a 1 in 10-year
storm: 41%, and

- Increased risk of flood in the event of a 11n 30-year
storm: 38%

Key impacts

Key financial impactsanclude increased
remediation and investment needs, and enhanced
capital spend, which will be cutlined in detailin
our WRMP

Key finanaialimpacts include anincreased
overhead in the water available for distribution,
reducing the amount of investment and capital
required to enpsure a consistent supply of water

Key hinancial impacts include increased
remediation and investment needs, and enhanced
capital spend, which wili be gutlined in detail in
our OWMP
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CASESTUDY

Results of quantitative modelling

Hotter, drier summers

Hotter, drier summers will have a significant impact on future water
availability when compared to 2021 water availability [see below
graph for an indication of how water availability [Deployabte Output}
will reduce in RCP6.0 and RCP8.5 to 2085 Fig. 1.

Different regions may alse have particutar attributes that make
thern maore or less sensitive to climate — we also therefore carry
out sensitivity analysis [on central estimates of climate change]
looking at the impacts of the wettest and driest weather on Climate
Impacted Deployable Output. As you can see from Fig. 2, our regien
will become progressively mere sensitive to the driest weather
conditions over time.

Our regulatory commitments to regduce leakage and water
consumption do, however, help to previde us with additional
headroom to increase water available for supply.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Changing precipitation

Traditional climate models such as UKCP18 look more at seasonality
changes over time, and so further analysis is needed to determine
sub-daily uplifts to assess impacts of summer extreme rainfall
events to assess sewer flooding and storm overflow performance.

If our entire region was subjectto 1 in 10-year, 30-year or 50-year
rainfall events (i.e. a rainfatl event with a 10%, 3% or 2% probability
of occurring in a year] our hydraulic sewer models provide an
indication of the volume of spills that cauld escape from our sewers.
We then use rainfall uplifts derived from clirate change projections
to understand how the future climate is likely to affect rainfall
intensities. The graph below shows the increased valumes of water
that could be expected in 2050 as a result of climate impacts,
population changes and changes to land use.

It is important to cansider the influence of inlet capacity restrictions
li.e. road gully and roof drainage) which can limit the amount of
water that enters our systems. To reflect this, the mast intense
starms we model are a 1in 50-year storm [rather than the 1in
1,000-year storms which are more often associated with extreme
river flooding events),

Find out more - published in:

WRMP

Severn Trent's draft WRMP will be published in Octaber 2022,
with the final WRMP due for publication in autumn 2023. The
WRMP will set out our approach for ensuring an effective water
supply network which is resilient against the impacts of climate
change.

DWMP

Severn Trent's draft DWMP will be published in June 2022, with
the final DWMP due for publication in spring 2023. The DWMP
will set out our approach to ensuring an effective waste water
network which treats and removes waste from properties, and
which reduces the liketihood of sewer flaading.
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CASE STUDY

Finding solutions to help
ourselves

Our WRMF plan is identifying a requirement for new

Transition risk scenario analysis

This year, we refreshed our Strategic Direction Statement [SDS'),
which was last published in 2007. This was published in December
2021 as a consuttation to allow interested stakeholders to comment.
The consultation period has now closed and we are in the process of
reviewing the responses received to consider how best to reflect that

larg_efscale water resqurces to counter climate change and feedback in our final SDS.

Environmental Destination-based reductions. As an example . . . i .

of how we are addressing this is, we are Investigating expanding As part of this process, we investigated which trends we believed

the Upper Derwent Yalley Reservoirs, working in partnership would he most influential in shaping the next 30 years and considered

with Yorkshire Water,

- Insufficient storage in Howden, Derwent and | adybower
to support Bamford and Rivelin WTWs output at all times -
1976, 1995 and 2018 reserveir levels were so low that

Drerwent village was exposed,

different alternate visions for how 2050 might lLeok. These alternate
visions cansidered how the key levers of change [technological,
behavioural and regulatory) may develop and broadly covered arange
of warming outcomes between 1.5°C and 4°C by 2050. These visions
were used to understand how our pricrities and tevel of ambition
might differ if alternate scenarios were to occur.

- Bamford WTW is one of Severn Trent's lower-cost sources of
treated water which is deployed by gravity so is a great source

from a carbon reduction perspective.

- Expanding storage in the Upper Derwent Vailey would remove
the need for Yorkshire to develop new sources of water and
construct high-carbon, high-OPEX new treatment works,

pipeline and pumping stations.

- The investigations witl examine the complex environment
around the Upper Derwent Vatley reservoirs and on the River
Derwent, and dentify improvements for the people and nature

within the region.

- We will work with local stakeholders to understand lecal
needs and help identify opportunities where benefits could

be delivered.

- Increased storage could improve management of flows in
the River Derwent. During these investigations, we will model
how changes in storage and flow can improve flood risk and

habitats on the downstream River Derwent.

8
KEY TRENDS

3
EVOLVING CUSTOMER
EXPECTATIONS AND ATTITUDES

6
MOUNTING CONCERNS OVER
DAMAGE TO THE ENVIRONMENT

1 2

A GROWING POPULATION CHANGING DEMOGRAPHICS
4 5

INCREASING USE OF MATURING RISING CONCERNS OVER
TECHNOLOGIES ENVIRONMENTAL POLLUTION
7 8

GREATER IMPACT/EXPERIENCE ADOPTION OF EMERGING

OF CLIMATE CHANGE SOLUTIONS TO DECARBONISE
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By loaking at trends and different levers of change, we built a
picture of the stressaors that may arise’in a low-carbon transition,
looking out to 2050. This allowed us te identify the most important
challenges which we would face in an optimistic and current-trend
scenario. Additional challenges such as poputation growth, reduced
water avaitability, more extreme weather and affordability are
discussed as part of the SDS. Those of most relevance from a
climate perspective are gutlined below.

Concern about climate may drive a shiftin attitudes towards

the environment

Cur customers will logk for us to inform and support their endeavours
to use less water and make it cheaper te be more enviranmentally
friendly. We will need to adopt more innovation, more principles of
the circular economy and reduce the impact of effluent returned to
the envircnment. We will need tc ensure we make the best use of

our land and improve natural capital.

Combating climate change could lead to more regutation

and policy interventions

We will need to be prepared for more stringent laws, requlations
and standards centred around environmental matters, We will
need to ensure resilience around changes to carbon taxes and ensure
readiness to act with nature-based solutions or new markets —
such as hydrogen and carbon,

Climate-related metrics and targets

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER iNFORMATION

Mitigating climate change will require rapid decarbonisation
We will need to focus our efforts to reduce our total annual nperationat
emissicns from 315,698 [market based) tonnes COze to zero through
using less carbon and finding renewable energy alternatives.

Resilience of our approach

fn our SDS, we identify prierity areas for our business which we believe
are key to delivering for our custemers, ensuring resilience against the
challenges of the future, and fulfilling our wider environmental and
sacietal goals. We will use the finalised SDS to both inform and guide
our future strategy and long-term investment plans, and to set the
over-arching tone and approach for future price review submissions

- and in particular, te shape our adaptive pathways and leng-term
delivery strategies which Ofwat is seeking as part of PR24 and beyond.

Our Sustainability Report, net zero ambition, SDS and this Annual
Report outline the activities being undertaken to ensure we succeed
in our eight priority areas. Further informaticn can also be found on
our website stwater.co.uk.

Find out more

The latest version of our Strategic Direction Statement is available on
our website at stwater.co.uk/about-us/our-other-plans/strategic-
direction-statement/

TCFD RECOMMENDATION

Disclose the metrics and targets used to assess and
manage relevant climate-related risks and opportunities
where such information js material.

Severn Trent has reported against the Metrics and

Targets TCFD recommendations in full within the
2022 Annual Report.

This year, we are continying to improve cur understanding
and measurement of all of our GHG emissions, and are
disclosing more information about cur net zero plans.

- OurNet Zero Transition Plan p44-51

- Sustainability Report

- Annual Performance Report

Measuring our progress

PROGRESS THIS YEAR

Our SBTs, in line with a 1.5°C pathway, were approved this year.

We have published a Sustainable Finance Framework under which the Severn Trent Group
can raise debt to support the financing and/or refinancing of assets and expenditures of

a sustainable nature across its activities. The Framework takes into account, where
possible, the technical screening criteria of the EU Taxenomy.

We have held the Carbon Trust Standard continuously since 2009, which recognises our
consistent emissions reductions and effective carbon management processes. We were
one of the first arganisations to participate in the Carbon Trust new route to Net Zero
Standard as an impaortant step in working with others to ensure our journey to net zero
is ¢redible and rigorous.

We ware awarded an A rating from the Carbon Disclosure Project ['CDP’]. Qur climate
change information is publicly accessible. COP requests information about climate
change from companies on behalf of investors and scores each company on the quality
and completeness of responses.

We measure and manage a wide range of metrics which help us
assess how well we are doing to minimise our risks in a changing
future. These include a range of metrics that measure our ability to
pravide and take away water, our influence and impact on natural
capital, our adaptation measures and any changes in the regulatory
environment. These are reported annually in our Annual Perfermance
Report to Ofwat which provides a transparent assessment of our
performance. Further informatien on the time-specific and quantitative
targets can be found on pages 35. Gur metrics go above and beyond

what the Sustainability Accounting Standards Beard 'SASB’)
recommends and the table shows how cur measures map across. More
detail around how our reporting maps to the recommendations of SASB
can be found within our Sustainability Report. The following pages
autline our Net Zere Transition Plan and current GHG performance.
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OUR NET ZERO TRANSITION PLAN

OUR NET ZERO TRANSITION PLAN

Qur Net Zero Transition Plan brings together
targets associated with our Triple Carbon
Pledge, and our SBTs, creating a comprehensive
system for assessing our actions and measuring
results, as well as commitments to work with
our suppliers on their emissions reduction
(Scope 3). We need to achieve these targets
whilst continuing to provide the quality and
quantity of water our customers expect, at

a price they can afford. This is an ambitious
undertaking and one which we are proud of.

Giidepath

This chart shows our trajectory {red line] towards our net zero
operational emissions target. {We alsoc show our Scope 3 emissions
for transparency).

Pressure on emissions Increases due to population growth in the
regian and mare energy-intensive technologies being deployed to

&b SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

Achieving our plan will require us to re-think every aspect of our
business processes and adopt new ways of working. Our approach is
to follow the carbon hierarchy, priaritising solutions to reduce first,
replace or remove emissions, and then anly offset where we can't
remove any residual emissions. OQur approach is therefore as follows:

We Reduce our emissions through process and behaviour changes,
innovation and technology.

Where we need electricity for cur facilities or gas for our vehicles,
we Replace fossil fuels with green energy, and produce it
ourselves where possible.

We Remove carben emissions frarm the atrmosphere by facilitating
the growth of carbon sinks such as forests and peatbogs on

our land.

Where reduction, replacement or removal is not feasible in the
short term, we can Offset any residual emissions we have through
accredited removal offsets, preferably thraugh the products we
create but, where required, through externally accredited schemes.

meet compliance requirements. Wherever possible, we are reducing
and replacing our emissions, and we will sutperform our Science-
Based Target for Scope T and 2 reduction by 2031,

We can’t achieve operational net zero without offsets, but we only use
themn for residual emissions that can't be reduced any ather way.
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Science-Based Targets

Our SBTs are in line with the 1.5°C pathway [defined as holding
temperature rises of no mare than 1.5°C above pre-industrial levels}.
These targets will drive an ambitious reduction in our Scope 1 (direct
emissions arising from owned or controlied sourcesk and Scope 2
emissions [indirect emissions arising from energy purchase). We
have committed to;

- a4b%reduction in Scope 1 and Scope 2 emissions
by 2031 from a 2019/20 baseline;

- 70% of our supply chain [by emissionst having set a SBT by 2024;
and

- a13.5% reduction in emissions from the use of sold preducts by
2031,

To ensure that our plans will deliver net zero, understanding and
measuring eur impact is essential for helping us to investin the
right areas. Improving the granularity and confidence of our data
will take time 45 we move from estimates to actual data as much as

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

possible across all our scope emissions and is a key priority for us.
While our understanding of total emissions is changing due to better
data, and some areas of emissions are rising due to operational
requirements, we are building a plan of action that we believe can
deliver a net zero business.

Innovation and new technologies are central to the challenges we

face, so we are conducting multiple trials, with the understanding

that no-one can guarantee results so we are building a portfolio of
innovations and solutions, and engaging with our supply chain.

While we do not have definitive results across the board as yet, itis
important that we are transparent about our efforts and the rationale
behind each project.

For some areas of our work, there are no feasible alternatives or
technology readily available on the market. Where we cannot develop
the solutions alone, we need markets to innovate, adapt and make
these available so we can find the best way to adapt the solutions.
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Our key emissions [Scope 1 and 2)

areas are:

81% emissions
from waste and sludge

Methane and nitrous oxide emissions
from gur sewage and sludge treatment
processes make up 81% of our direct
emissions, and have respectively 28
and 265 times higher global warming
potential than CO; over a 100-year
period. Emissions from waste water
treatment represent 1.3% of all
anthropogenic emissions.

This issue is one of the major challenges
in our path to net zero and requires new
science, technology and innovation to
understand and sclve. Minimising
unintended escapes of biogas, and
making improvements to processes,
would improve the figures anly shghtly
Te make significant headway, we need
deeper technological innovation, as well
as changes to future asset design and
strategy. We are estabtishing our
options, often in partnerships, based an
impact, cost, likelihood and timing, with
many innovations and solutions not yet
ready for full-scale depltoyment.

More information can be found on pages
3510 45 and our ‘Climate Change’ pages
within our Sustainability Report. Details
ot how sustainability-focused
performance measures are included
inour LTIP can be found on page 130.

14% emissions from
on site fossil fuel use

5% from the fuel
to pewer vehicles

Energy efficiency

We will appraise options and invest to replace
fossil fuels before offsetting any remaining
emissions. For example, we use diesel
generaters and gas cil in our anaerobic
digesters. Alternatives could include use of
bicfuels, ground-source and solar-thermal
heating and green hydrogen to replace diesel.

We generate equivalent to over haif of the
electricity Severn Trent Water uses, from
our own renewable assets, which include
anaerobic digesters, and solar, wind and
hydro-power plants.

However, our emissions did go up 24kt COze
in2021/22, due to increased use of natural
gasin our new thermal hydrolysis plants,
which create better quality sludge digestate
and addtional renewable biogas; aswell as
natural gas in our combined heat and power
'CHP’| engines to manage the impact of
rising energy prices.

By 2030, we will have the polential te mest
100% of our etectricity needs fram our own
renewable saurces or through Power
Purchase Agreements that provide capital
for new renewable energy projects while
guaranteeing stable future energy prices.

Allnew carrpany cars will now

be electric and we have begun to
replace our vans. Electric HGVs
and tankers may not be available
by 2030, so we are louking into
alternative low-carbon options
such as hydrogen and biogas.

We have now installed over 352
charging points at 70 sites.

We continue to join global ang UK
industry partnerships ta both learn
from and support cther companies
with a similar approach for their
fleets. We encourage efficient
driving, eliminating unnecessary
jourheys, and have launched a
scheme to encourage employees
to switch to electric vehicles.

We are transitioning our fleet fram
fossit fuels to electric vehicles with
the aim of 100% by 2030, where
available. 17% of our company cars
and 1% of our company vans are now
electric and we centinue to deploy
rmore dedicated site charging points.

We continually invest inimproving
energy efficiency and we have

a dedicated Energy Management Team
focused or driving operational change
to reduce energy. This is supported by
a network of energy champions across
our business, overseen by an Energy
Steering Group.

Wa have invested £4.2 million over
2021/22 and £32Z million over the last
sevenyearsin energy efficiency. This
includes proactive maintenance on
our energy-intensive assets, such

as purnps and air blewers, and
investment inimproved controls

and monitoring to reduce energy use.

Our energy management policy and
programme follows the best practice
Laid down in 1SQ50001, the international
energy management standard.

To reduce our pperational emissions
further, we will continue to focus on
improving our energy efficiency to
offset the additional demands of

a growing population.

Greenhouse Gas Performance

2021/227s the ninth year Severn Trent has been required to report GHG
emissions. For Severn Trent Water, which accounts far 96% of our tetal
Group emissions, we have been publicly reporting our emissions since
2062. For the third year, we are also reparting aur energy use and
generation data and provide more detail on how we manage energy use.

Our GHG emissions are reported in tonnes of carbon dioxide equivalent
[tCOzel, for the period 1 April 2021 to 31 March 2022. We report our
location-based and market-based emissions separately and now report

onten Scope 3 categories.

The GHG data we reportis tracked internally during the year with the
Corporate Sustainability Committee and to the Board. We have subjected
our GHG data and processes to external assurance by Jacobs. Our

The most significant change to our GHG emissions reporting this year

results from the industry-leading monitoring programme, which has i

improved cur understanding and reporting of process emissions from

the treatment of sewage and sludge. These emissions have historically

been broadty estimated using an industry-standard facter. Our work,

combined with a review of the available international science, shows !
that our process emissions ate substantially higher than the previous

UKWIR Carbon Accounting Workbook calculations. We are therefore

reporting a value based on our own work for the first time this year.

Our new method far estimating praocess emissions reflects guidance !

from the |PCC which highlights the need to improve on broad emission

factors by taking measurements at the facility-specific level. We
now have the first dataset in the UK for nitrous oxide emissions
from a sewage works over a full year for one of our medium sized

approach to reporting follows the GHG Protocol Corporate Accounting and
Reporting Standard, In Scape 1 and 2, we have included the emissions from
the assets which we own and operate and which we can directly influence
and reduce, known as the financial control boundary. Emissiens from our
supply chain and from assets which we do not own but cperate on behalf

of others are inctuded in our Scope 3 category.

Our overall emissions have fallen by 31% against a 2019/28 baseline for
cur net zero operational emissions driven by moving to 100% renewable
electricity from aur suppliers. However, our Scape 1 emissions {market
based}in 2021/22 rose by 11% compared to last year.

For our net operational carbon footprint, we include the benefit of
renewable electricity which we export and also the carbon benefit

from the biomethane we export to the grid, but only where we have

not sold an associated green gas certificate. Where we have sold a green
gas certificate, we do not inciude the carban benefit in our net number.

48 SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

treatment assets. This is the basis of our pew reported number, The data
significantly improves the accuracy of our total estimations compared to
the previous mathad by taking detailed specific measurement and taking
to account seasonal emissions. We recegnise that our methodology
requires further develapment and this will be the focus of the next year.
For example, we recognise that good practice dermonstrated in
maonitoring prograrnmes elsewhere in Europe show the impaortance of
guantification across mulliple sites in order to estimate a representative
emissions factor in order to apply this. We are working towards this
practice, with monitoring being instailed at sites responsible for 40% of
our total process emissions over the next year and with more validation
checks and standard appreaches to be completed and developed. Thisis
likely to mean our estirnation of total process emissions will change in
future years as we continually improve our data set and method.
Impaortantly, it also allows us to consider emissions mitigation going
forward, from a credible baseline at these sites.
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We believe that reporting transparently an the basis of the latest data losses and outsourced sludge tanker activity as part of our operational
we've collected is a key component to building a credible reduction plan, footprint. We report on emissions from our other Scope 3 categories in
particularly as we know the magnitude of our pracess emissions is higher  a separate table.

than we have assumed in the past. This gives us more evidence and

. e . . Akey focus f the coming year will be to engage with o L
understanding and places us in a better position to deliver real reductions. ¥ O us Over Ing year witi be ngage with our supply

chain and improving visibility of our Scape 3 emissions across our supply
chain. Our Scope 3 emissions are equal to, or potentially greater than,
Our SCOPE 3 programme Scope 1 and 2 emissions combined, and the challenges inherent in reducing
them will take time to solve. Like many industries, we in the water sector
have not bean able to take significant action yet, but we are collecting
data and gathering the support we need to being planning, and we expect
ta begin seeing Scope 3 reduction solutions from at least 2025 onward.

We have now baselined our Scope 3 emissions and this year we report
on ten categories of Scope 3 emissions. We already have robust data
collection from business travel, energy transmission and distribution

Annual operational emissions - location and market based

ST Plc Baseline ST Plc2020/21 ST Plc 2021/22
LOCATION MARKET LOCATION MARKET LOCATION MARKET
OPERATIONAL GREENHOUSE GAS EMISSIONS [TONNES CO:E} BASED BASED BASED BASED BASED BASED
Scope 1 Emissions [Combustion of fassil fuel on site} 14,116 14,116 29,945 29,945 53,666 53,666
Scope 1 Emissions [Process Emissions) - CAWv14! 125,811 125,811 116,257 116,257 118,136 118,136
Scope 1 Emissions [Process Emissions) - Revised methodology? 278,553 278,553 287.421 287421 299,631 299,631
Scope 1 Emissions (Transport Fleet] 16,087 16,087 17,914 17,914 18,968 18,968
Scope 2 Emissions [Electricity purchased for own use) 199,635 163,851 182,768 1 159,638 -
Scope 3 Emissions (Business Travel] 1,467 1.467 343 343 620 620
Scope 3 Emissions [Qutsourced Studge Tankers] 3,187 3,187 3,340 3,340 24724 2424
Scope 3 Emissions [Electricity Transmission and Distribution) 16,985 14,658 15,718 - 14,127 -
Total Annual Gross Operational Emissions? 530,020 491,919 537,449 338,964 549,073 375,308
Emissions benefit of the renewable electricity we export (46,954] [46,954) [40,648] {40,648 (33,961) [33,941]

Emissions benefit of the renewable electricity we export

[for which we retire green gas certificates) (12,924) (12,924) [21,354] [21,354) (25,649 (25,649)
Total Annual Net Operational Emissions® 470,152 432,041 475,447 276,962 489,463 315,698

ANNUAL GHG INTENSITY RATIO {TCO:/UNIT) ST Plc Baseline ST Plc 2020/21 ST Plc 2021/22

Gross Location-Based Operational GHG emissions of Severn
Trent per £m turnover 2875 294 282.5

1 The CAW has been our historical and industry standard reperting method for precess emissions, sa1tis provided for transparency and ceampariscn

2  Process emissions based on our trizl and monitering data, see page 48 far more details

3 These values use the revised process emissions numbers

Supply Chain Emissions

The table below shows our estimated Scope 3 emissions which are notincluded as part of our operational footprint. These emissions are part
of our new Science-Based Targets. We will be disclosing improved data on these areas in future. Our primary source of emissions is capital
work and we have developed a tool to estimate carbon from capital schemes which we will be using in future to estimate emissions impacts
and use in decision making.

BASELINE GROUP GROUP

SCOPE 3 EMISSIONS 201%/20) 12020/21] {2021/22)
1) Purchased goods and services 161,171 160,710 219,777
2] Capital goods 250,546 250,546 197,376
31 Fuel and Energy-related activities - Transmission and Distribution 21,148 15,718 14,127
3i Fuel and Energy-related activities - Upstream Well to Tank Emissions 8,715 13,909
4) Upstream Transportation and Distribution 17,140 17,140 16,682
5} Waste Generated in Operations 6,440 6,440 10,280
6] Business Travel 1121 343 620
7] Emplayee Commuting ' 3,471 - 5,250
9 Downstream transportation and distribution 1,823 - 2348
11) Use of Sold Products 32,052 - 33,113
13} Downstream Leased Assets 10,469 - 15,104
Total Scope 3 505,381 459,612 528,586

Categories 8, 10, 12, 14 and 15 are not applicable.
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OUR NET ZERO TRANSITION PLAN CONTINUED

Report on energy

in line with the latest energy and carben reporting requirements,
below is further information on our energy consumption and
generation for the last three years across the Severn Trent Group.
This is source data for the carbon data reported above and is tracked
internatly on a monthly basis. All data is collected from metered
data for efectricity and gas imports and exports, Biogas cembustion
information is calculated using assumptions based on meterad data.
Fuel use is reported based on financial records of fuel purchased. We
have applied assumptions on standard calorific values to convert all
liquid and gas fuel types to a common energy metric (GWhl and data
is reported for the period 1 April 2021 to 31 March 2022, All energy is
used in the UK.

The figures below include the large quantity of renewable biegas from
organic waste, which we generate from sludge and food waste and then
either combustin combined heat and power engines or export to the
national gas grid. Our most significant change is a large increase in
natural gas impert which has been driven by the commissioning of two
new heat-intensive sludge treatment processes and our depleyment of
natural gas CHP. We have also increased our export of biomethane into
the gas grid and decreased the amount of biogas we combust in CHP.

Having said that our total electricity use and our total use of energy
both reduced 1% compared to last year. Our renewable energy
generation rose again this year to a record 507 GWh. Generating
renewable energy and managing our energy use down is now more
important than ever as prices have risen to recerd tevels and we aim
for reliable, net zero energy networks.

ENERGY TYPE SOURCE UNITS 2018119 2019/20 2020/21 2021/22
Electricity Electricity imported Gwh ™ 780 784 792
Electricity Generated from Renewable Sources and Used on Site GWh 198 194 184 170
Electricity Generated from Renewable Sources and Exported GWh 114 184 174 160
Electricity Generated from fossil gas and Used on Site GWh 0 0 12 43
Gas Fuels Gas Imported from the Grid Gwh 52 44 120 208
Biogas Generated and Combusted on Site GWwh 745 922 872 801
Biomethane Generated and Exported to the Grid GWh 1466 181 245 296
Ligquid Fuels Fuel Used by Plank (gas oil and diesel] GWh 20 20 23 31
Fuel Used by Company Fleet GWh 42 70 77 71
Fuel Used for Business Travel [personal cars) GWh 7 6 4 ?
Totals Total energy used
hich i Copmpany s responsioe neutting sombustan o fust O 1855 2037 2084 203
and operation of facilities)
Total energy imported
oot nase of lacricny and s Ne impor e o g steam. G4 Mz em 1008 106
or cooling)
Normalised Metrics Total energy per Unit of Revenue GWh/Em 1.05 11 1.13 1.05
Energy imported per Unit of Revenue GWhH/Em .52 0.50 0.55 0.55
Clean Water Electricity Use per Unit Treated kWh/ML Ti4 698 718 493

Energy efficiency

We continually invest in improving energy efficiency and we have a
dedicated Energy Management Team focused on driving operational
change te reduce energy. This is supparted by a network of energy
champions across our business, overseen by an Energy Steering Group.

Over the course of the last year, we have invested £4.2 million of capital
in specific energy efficiency and flexibility schemes to control enargy
demand and reduce energy use. Over the course of the last seven
years, we have invested £3Z million in energy efficiency. These capital
schemes include proactive maintenance on our most energy-intensive
assets, such as pumps and air blowers, and investment in improved
controls and monitoring to reduce energy use. Through our energy
management and efficiency work, we invest on peaple and assets, fing
more efficient innovative alternatives, reduce waste and offset rising
demands for energy. Our energy management policy and programme
follows the best practice laid down in 1IS050001, the international
engrgy management standard. We are alsg reducing the voelumes of
water we need to pump and treat by reducing leakage and catchment
management helps us avoid unnecessary energy-intensive treatment.
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We use our half-hourly meter data, reqular internal communication
and performance reporting to understand energy efficiency and
drive behaviour, minimise waste and identify oppertunities. We have
energy e-learning for all employees.

We are transitioning our fleet from fossil fuels to electric vehicles
with the aim ot 100% by 2030, where available, 17% of our company
cars and 1% of our company vans are now electric and we have now
instalted 360 dedicated charging points.

We generated more renewable energy this year than ever before.
Our aim is that, by 2030, all energy that we use will come frem a
renewabte source. That means it is either directly renewable or
covered by a renewsble-backed source of gas or electricity with
Renewable Energy Guarantees of Origin [REGO'] or green gas
certificates. Achieving this target will require electrification,
which will increase in our use of electricity in arder ta phase

out the use of fossil fuels in our business and the use of

biofuels and green hydrogen tc replace diesel.
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Disclosure under Sustainability Accounting Standards Board Standards

SUSTAINABILITY

LOCATION OF

ACCOUNTING STANDARDS EQUIVALENT .
BOARD STANDARDS REFPORTING REPORTING DESCRIPTION OF REPORTING
1] Total energy used
icityi L .
12]] 'Lr_:racl::tzrgey c:;gsumed 2} Electricity imported ggnzft g We report on the change in energy usage
Energy management electricit 99 3] Etectricity generated from Acsoums expressed in GWh over three years from
v renewable sources and used 2018/19 baseline
3] Percentage renewable L page 50
on site; biogas generated
and combusted on site
Length of new mains
. A Annual .
Water riain 1eyuisilions, tength of Performance We repart on our water main replacement
replacement rate new rmains - Self Lay Report’ rates expressed as a percentage
Providers P
Annual Our reporting considers the percentage
Leakaqe Performance reduction of three-year average leakage in
Distribution g Report megalitres per day [ML/d] from the 2019/20
network efficiency baseline
Valume of non-revenue Annual Qur reparting considers the number of
real water losses Mains bursts Performance mains bursts per thousand kilometres
Report’ of total length of mains
Speed of resnonse Annual We repart the time taken to fix customers’
tp sible | Es Performance reported significant visible leaks on Severn
ovisile tea Report' Trent Water's network
Percentage of water
utility revenues from Annual
rate structures that are Number of water Performance Our reports outline the number of customer
designed to promote meters installed Report' water meters installed
canservation and revenue P
resilience
End-use efficiency Inspiring our customers Annual We report the number of people who have
o upse wgater wisel Performance agreed to change their behavicur as a result
Customer water savings ¥ Report! of our educational activities
from efficiency measures, Annual Our reporting outlines the average amount
by market Per Capita Consumption Periormance of water used by each person that livesina
['PCCY Reoort! household property Hitres per head per dayl,
P reported as a three-year average
Total water sourced from
regions with High or . EA
t . . .
Extremely High Baseline gsg:;t;dsgtt:; Ee?}g?ter Sca‘::itir Our reporting on sourcing from high-stress
. . regions is outlined within the WSSR
Water Stress, percentage ['WSSR] Strategy? gi is outlined withi

purchased from a
third party

Vplume of recycled water

Not reported

We do not currently repert on the volume
of recycled water delivered to customers

1 Read our Severn Trant Water and Hafren Dyfrdwy Annual Performance Reports anline al stwater.co.uk/regulatory-library/requiatory-ltibrary-documants/ and hdcymru.co.uk/
regulatary-Library/regulatory-Library/ respectively.

2 Readthe EAWater Scarcity Strategy online at gov.uk/government/publications/water -stressed-areas-2021-classification,
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CHIEF FINANCIAL OFFICER'S REVIEW

CHIEF FINANCIAL OFFICER’S REVIEW

James Bowtling
Chief Financial Officer

Our financial performance in the year reflects our robust recovery from
the impacts of COVIO-19 in the previous year. Non-household revenue
returned to pre-pandemic levels and while there was upward pressure
particularly on power and chemical costs, our PBIT and adjusted
earnings per share grew in line with expectations.

With rising inflation, partly driven by higher energy costs, impacting cur
business and our customers, we face new challenges as we move into the
third year of the AMP. We are ready to face these, having already invested
in the capacity to generate over 50% of our energy needs, and keeping in
line with our totex allowance for the first two years of the AMP. For our
customers, we're expanding our financial support to an additicnal
100,000 custormers who struggle to pay their bills through a £30 mitlion
package of heip, enabled by improved efficiencies in our retail operations,
including better management of void properties and maore efficient use of
our existing assistance programmes, with the balance being contributed
by the Group.,

Our financial performance in the year
reflects our robust recovery from the
impacts of COVID-19 in the previous
year. We have a strong balance sheet,
well positioned to deliver real RCV
growth over AMP7 of 10.8%, equivalent
to 28.6% nominal growth

We have a strong balance sheet, well positioned to deliver real regulatory
capitalvalue ['/RCV'] growth over AMP7 of 10.8%. equivalent to 28.6%’
nominal growth. We successfully raised £245 million {net of issue costs]
in the first half of the year from an equity placing to fund cur Green
Recovery programme and end the second half with regulatory gearing

of 59.5% [down from 64.5%). Our net pension deficit is £128 million

{2021: £368 million] down more than £400 million since 2017, reflecting
strong asset performance and our effective investment hedging strategy.

Higher inflation has increased the cost of gur Index-linked debt, but sur
cash interest cost [which exciudes the non-cash indexation adjustment)
was 10 bps lower year-on-year, due to active treasury management and
our strategy to switch to a greater weighting of fixed rate debt as we
moved from AMPé into AMP7. We issued £500 million of new debt in the
year, all at rates below the iBoxx index.

Our 0D rewsrds of €79 million, tight control of tatex and financing
outperformance of 300 bps, helped by higher inflatien and a relatively low
level of index-linked debt led to a strong annual RoRE of 8.7%,

Our proposed dividend is in tine with our policy for AMP7 to grow the
dividend in line with CPIH.

A summary of our financial performance for the yearis set out below:

2022 2021 Change

£m Em £m %
Turnover 1,9433 1.827.2 1161 8.4
Adjusted PBIT 508.2 4728 355 7.5
Adjusting items (21 2.1 - -
PBIT 506.2 470.7 355 75
Net finance costs 1269.4) 1187.11 [82.3) (44.0]
Gains/llosses] an financial instruments, share of net loss of joint venture
and reduction s expected credit loss on loan receivable 37.3 {16.4) 53.7 3274
Profit before tax 2741 267.2 69 2.6
Tax {361.3} (55.0 {305 3) (556.9)
{Loss)/profit for the year {87.2) 212.2 (299 4) (141.1)
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Group adjusted PBIT' [Em)

Group adjusted PBIT is a measure of the profit generated by the
Group's operations excluding distortions caused by large and unusual
income ar costs that are classified as exceptional items. Commentary
on the performance in the year is set cut in the CFQ’s Review on page
52.

Group adjusted EPS' (pence)

EPS is a key tinancial 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.

Commentary on the performance in the year compared to the previous
year is set out in the CFQ's Review on page 53.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATIGN

Regulated gearing [percentage)

Regulated gearing is calculated as the Severn Trent Water Group's
net debt divided by the RCV of the regulated businesses, |t is an
impartant metric in Ofwat’s regulatory model, which for AMP7 is
based on a notional gearing level of 60%. Low gearing would leadto a
higher cost of capital as this would indicate a reliance on more
expensive equity funding. High gearing indicates greater risk of
defautt on debt finance.

RoRE outperformance (basis points)

RoRE outperformance is a key metric used by Ofwat and js 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;

- operational performance is measured by the customer 0Df reward
earned or penalty incurred; and

- financing performance is measured by perfarmance 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 55.

1. Alternative Performance Measures are defined in note 43 1o the Group financral statements.
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Our tyrnover was at the top of our expected range as non-household
consumption returned to pre COVID-19 levels. We also saw an increase
in diversions incerne, due mainty to HS2, of £26 million. This revenue
represents the recovery of costs incurred and is entirely offset by a
corresponding increase in infrastructure renewals expenditure.

Adjusted PBIT was up 7.5% to £508.3 million. The increase in regulated
revenue was partially offset by increases in operating costs, particularly
energy and chemicals, but heiped by a strong performance in aur
Business Services division.

Reported Group PBIT was up 7.5% to £586.7 million
[2020/21: £470.7 million].

Qur net finance costs rose as higher inflation in the period increased
the cast of our index-linked debt. Our effective interest cost was 130 bps
higher at 4.7% {2020/21: 3.4%] but our effective cash cost of interest
[which excludes the inflation uplift en index-linked debt) was 10 bps
lower at 3.0% (2020/21: 3.1%].

Our full effective tax rate excluding the exceptional deferred tax charge
this year was 24.4% (2020/21: 20.6%]} and our adjusted effective tax

rate was 0.6%, down from 11.4% in 2020/21. 1n his 2021 Budget the
Chancellor introduced the ‘super deduction’ of 130% capital allowances.
As expected, the benefit of this reduced our current tax payable in the
year tg nil.

Anincrease in the corporation tax rate to 25% from 2023/24 was also
announced and this resulted in an exceptional deferred tax charge to the
income statement of £294.4 million from recalculating our opening
deferred tax balances at the new rate, which is included in our reported
tax charge of £361.3 million. Deferred tax is an accounting adjustment
that reflects differences in timing between when profits are recorded in
financial statements and when they are subject to tax. Because of the
nature of our business, incluging our significant rolling capitat programme

Regulated Water and Waste Water

and the long lives of our assets, these timing differences witl net reverse
for the foreseeable future, and may never do so.

As a result of the exceptional deferred tax charge there was a reported
Group loss after tax af £87.2 miltion {2020/21: grofit of £212.2 million), and
a basic loss per share of 35.2 pence, [2020/21: earnings of 89.1 pencel.
Adjusted basic earnings per share lwhich excludes the exceptional
deferred tax charge] was 96.9 pence per share [(2020/21: 105.4 pencel.

Operational cash flow was £848.9 million, [2020/21: £860.3 million].
EBITDA increased by £57.3 million but our pension contributions were
£23.8 million higher and there was a reduction in working capital

of £60.9 million in the previsus year that increased operating cash flow.
Cash capex was £594.3 million, in line with the prior year. Net cash
outflow before changes in net debt was £76.7 million

{2020/21: £170.2 million],

Our net debt was £6,507.8 million [2021: £6,443.8 millient and regutatory
gearing was 59.5% (2021: 64.5%] reflecting strong capital management,
the benefit of our recent eguity ptacement and higher inflation on our
RCV. Dur cash flow requirements are now funded to February 2024.

Severn Trent Water's RoRE for the year was 8.7%, 480 bps above the base
return of 3.9%. Outperformance came mainly fram our Customer 0DIs,
with 88% of our measures in reward, and financing, reflecting our
cantinued low cash interest cost and the impact of higher inflation in the
year compared to Ofwat's assumption in the Final Determination.

Although in the current year we have seen the adverse impact of higher
inflation en our aperating and finance costs, in the longer term we expect
te see the benefits of higher inflation threugh indexation of our RCV,
revenue growth and lower gearing, all of which underpin our inflation-
linked dividend policy for AMPY.

.

Nominal RCV s measured using the Office for Budget Responsibility’'s March forecast.

increase/(decreasel

2022 2021

£m £m £m %

Turnover 1,804.4 1,693.9 110.5 6.5
Net labour costs {165.3) (156.0) (9.3 16.0
Net hired and contracted costs (190.0) (187.5) {2.5] 1.3
Powar (1161 (1000) (161 041)
Bad debts 124.8) (60.5) 157 388
mr costs (250.7 (242.8) (7.9 331
(744.9) {726.8) g1 [2.5]

Infrastructure renewals expenditure (198.2) (157.0] [47.2] {31.3)
Depreciation and amortisation (385.0} (364.0] 210} (5.8
Adjusted PBIT 4763 452.1 24,2 5.4

Turnover for our Regulated Water and Waste Water business was
£1.804.4 million 12021/22: £1,693.9 million) and adjusted PBIT was
€476.3 million 2021/22: 452.1 million).

Turnover increased by £110.5 million with the main movements being:

- A£42.0 million net increase from higher nan-household
Consumption and lower household cansumption, returning to more
normat patterns following the easing of COVIO-19 restrictions
eariier in the year;
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- Anincrease of £25.9 million in diversions income largely due to the
increased activity related to HS2; an offsetis seenin higher
infrastructure renewals {see below);

- Anincrease of £4.7 million in non-household revenue due to
additional praperties successfully being brought into charge under
the Voids and Gaps Incentive Scheme; an offsetis seen in higher
operating costs {see belowl;

- Anincrease af £12.1 million in renewable energy income in our
Bioresources business; and

- GOthernetincreases of £5.8 mitlion, including higher miscellaneaius

sales and the adjustment for inflation in the year.
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Net labour costs of £165.3 million were 6.0% higher year-on-year. Gross
employee costs increased due to the annual pay award of 2.3% and an
increase in FTE due to insourcing activity and mobilisation of the Green
Recovery programme. This was partially offset by higher capitalisation
of employee costs, largely related to insourcing activity.

Net hired and contracted costs increased by £2.5 million (1.3%]. An
increase in biadiversity and catchment spend, along with additianat cloud
starage costs and increased debt management activity partty offset by
the reduction frem insaurcing activity.

Power costs were £14.1 million [14.1%] higher than the previcus period,
much less than the average market wholesale energy price increase

of mere than 250% year-on-year. We benefited from self-generation in
bioresources and internal hedges between our regulated business [a net
consumer of energy) and our non-regulated business [a net generator].

Bad debt charges reduced by £15.7 millicn and represented 2.1% of
household revenue. The outlook for unemployment has improved, and
we have not seen a deterigration in our collection performance. However,
pressure on household budgets from increasing energy bills, other cost
of living inflation and higher national insurance has led us to retain most
[£8.5 million) of the forward-laoking provision taken since the start of the
pandemic at the balance sheet date.

Other costs increased by £7.9 million. Higher chemical and fuel casts
during the period resulted in an increase of £2.9 million and the higher
voids / gaps incentive payments referred to above increased costs by
£2.2 million. The remaining increase came from a resumption of
employee training and g prior year rates refund.

Infrastructure renewals expenditure was £47.2 million higher in the
period, reflecting the pianned step up in the programme and diversions
activity related to H52 referred to above.

Depreciation and amortisation of £385.0 million was £21.0 million higher
year-on-year in line with the grawing asset base.

Business Services

GROUP FINANCIAL STATEMENTS
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Return on Regulatory Equity {'RoRE’)

RoRE is a KPI far the regulated business and reflects our combined
performance on totex, customer 0DIs and financing against the base
return allowed in the Final Betermination.

Severn Trent Water's RoRE for the year ended 31 March 2022 and for the
two years ended on that date is set out in the following table:

AMP?

2021/22 to date

% %

Base return 3% 39
Enhanced RoRE reward’ 0.3 0.3
0Dl outperformance? 1.6 1.6
Wholesale totex performance - -
Retail cost performance [0.11 0.3)
Financing outperfermance? 3.0 1.7
Regulatory return for the year* 8.7 7.2

1 Fastirackreward taken over the first two years of AMP7Z,

2 0Dl performance includes Per Capita Consumption [ PCC’) and forecast C-MeX and
D-MeX outturn.

3 Includes 1.0% for the variance on tax from the benefit of super deduction
capital allowances and a prior year tax credit.

4 Calculated in accordance with Ofwat guidance set out in RAG 4.10, which excludes
Cfwat's AMP7 true-up mechanism.

We have delivered RoRE of 8.7% in the year, outperforming the base
return by 480 bps as a result of:

- 0Dl perfermance of 1.6%, driven by strong performance across the
majority of measures, with 88% meeting or exceeding requlatory
targets;

- Dur neutral totex position reflecting good cost control and efficient
spend over the year; and

- Financing performance of 3.0%, driven by our AMP7 financing
strategy of maintaining a low level of index-linked debt and the tax
benefit of super deduction capital aliowances.

Increase/{decreasel

2022 2021
£m Em £m %
Turnover
Operating Services and Other 88.1 82.8 53 b.4
Green Power 55.5 5.9 3.6 6.9
143.6 134.7 8.9 6.6
Adjusted PBIT
Operating Services and Qther 19.7 20.9 1.2) (5.7
Green Power 5.6 2.4 3.0 115.4
Property Development 13.2 23 10.9 4739
38.5 258 12.7 492

Business Services turnover was £143.6 million [up 6.6%)] and underlying
PBIT was £38.5 mitlion [up 49.2%].

in our Operating Services business, turnover was up £5.3 million due to
increased activity on the MOD centract. Adjusted PBIT was £1.2 million
lower mainly due to legal costs related to the industry-wide property
searches claims [see note 39 for further details).

In Green Power, turnover increased by £3.6 million and adjusted PBIT
increased by £3.0 miltion. Higher energy prices and incentive income from

increased gas generation was partially offset by lower gate fee income, as
domestic waste volumes received under local authority contracts were
higher in the previous year due to lockdown whereas volumes of
commercial food waste improved this year. Intra-group energy price
hedges, which benefited the regulated business, limited the increase in
Green Power's revenue that would have been achieved if ail energy had
been sold at prevailing wholesale market rates.
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Prefits from Property Development were £10.9 million higher than the
prior year, when there were no large disposals. We remain on track far our
target of £100 million PBIT from Property Development over the ten years
to 2027, having now generated ¢.£50 million since setting the target in 2017.

Corporate and other

Corporate costs were £8.2 million (2020/21: £5.9 million]. The increase is
largely due to reteases in the prior year of provisions that were no longer
required. Our other husinesses generated PBIT of £1.3 miltion

{2020/21: £0.7 mitlion).

Net finance costs

Net finance costs for the year were £82.3 million higher than the

prior year at £269.4 mitlion. Average net debt was broadly flat at

£6,292.2 million [2020/21: £6,263.6 millien] but higher inflation in the year
increased the cost on gur index-linked debt by £87.3 millien. Our effective
interest cost was 4.7% [2020/21: 3.4%].

We issued £500 mitlion of new debt at rates consistently below the iBoxx
index and our effective cash cost of interest lexcluding the RP1 uplift on
index-linked debt and pensions-related charges) was lower at 3.0%
{2020/21: 3.1%).

Capitatised interest of £34.5 million was £4.1 millien higher year-on-year
due to the higher cost of finance compared to last year.

Our earnings before interest, tax depreciation and amortisation
[EBITDA] interest cover was 3.5 times [2020/21: 4.7 times] and adjusted
PBIT interest cover was 1.9 times (2020/21: 2.6 times). See note 43 for
further details.

Gains/losses on financial instruments

We use financial derivatives solely to hedge risks associated with our
normal business activities including:

- Exchange rate exposure on foreign currency borrowings;
- Interest rate expasures on floating rate borrowings;

- Exposures toincreases in electricity prices; and

- Changes in the regulatory model from RP{ to CPIH.

We hold interest rate swaps with a net notional principal of £650 million
floating to fixed, and cross currency swaps with a sterling principal of
£141 million, which economically act to hedge exchange rate risk on
certain foreign currency borrowings.

We revalue the derivatives at each balance sheet date and take the
changes in value to the income statement, unless the derivative is
part of a cash flow hedge.

Where hedge accounting is not applied. if the risk that is being hedged
does not impact the income statement in the same period as the change
in value of the derivative, then an accounting mismatch arises and there
is a net charge or credii to the income statement. During the year there
was a gain of £51.5 million [2020/21: loss of £8.2 million] in relation to
these instruments.

Note 12 to the financial statements gives an analysis of the amounts
charged to the income statement in relation to financial instruments.

As part of sur power cost management strategy, we have fixed the
wholesale price for around 20% of our estimated wholesale energy
import for 2022/23 through physical hedges with suppliers, financial
hedges with bank counterparties and natural hedges from export of
self-generated energy.

Share of loss of joint venture

We have seen the expected improvement in Water Plus’s performance
during the year following the recovery in econamic activity in the UK and
the re-financing carried out last year.

Our share of Water Plus’s loss after tax for the year was £2.2 million
(2020/21: £8.9 million excluding £4.9 miliion of exceptional losses].
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Taxation

We are cammitied to paying the right amount of tax at the right time.
We pay a range of taxes, including business rates, employers’ hational
insurance and environmental taxes such as the Climate Change Levy
as well as the corporation tax shown in our tax charge in the income
staternent. In his 2021 Budget, the Chancellow introduced the ‘super
deduction’ of 130% capital allowances. As expected, the benefit of this
reduced our current tax payabte in the year to nil.

2022 2021
£m Em

Taxincurred:
Corporation tax 1.2 300
Business rates and property taxes 83.4 83.4
Employers’ National Insurance 30.5 289
Environmental taxes 6.1 6.7
Other taxes 5% 55
1271 153.8

Further details on the taxes and levies that we pay can be found in our report,
“Explaining our Tax Contribution 2021/22", which will be made available at
severntrent.com when our Annual Report and Accounts is published in June.

The corporation tax charge for the year recorded in the incame statement,
before exceptional taxes, was £66.9 million [2020/21; £55.0 million)

and we made net corporation tax payments of £1.2 million in the year
{2020/21: £23.2 million}. The difference between the tax charged and the
tax paid is summarised below:

2022 2021
£tm £m

Tax on profil on ordinary activities before

exceptional taxes 66.9 550
Tax effect of timing differences 71.71 (28.2]
Current tax credits recorded in Other

Comprehensive Income or equity - {0.4]
Overprovisions in previous years 4£.8 3.6
Corporation tax payable for the year - 300
Overpayments in prior years offset in the

current year 1.2 (6.8
Net tax paid in the year 12 232

Net tax paid in the year of £1.2 million relates to amounts paid to Water
Plus for consortium retief [2020/21: £4.9 million paid to Water Plus}.

Note 13 in the financial statements sets out the tax charges and credits in
the year, which are described below.

The current tax credit for the year was £4.8 million (2020/21: charge of
£26.8 million} and the deferred tax charge {before the exceptional charge
arising from the change of rate) was £71.7 million

[2020/21: £28.2 rnillion].

Our effective tax rate excluding the exceptional deferred tax charge
this year was 24.4% (2020/21. 20.6%], which is higher than the UK rate
of corporation tax [19%}, mainly due to deferred tax on temporary
differences arising during the year charged at 25%, partly offset by the
permanent difference that arises from the additional 30% deduction
included in the super deductien [2020/21: higher due to items of
expenditure that are not deductible for tax).

Qur adjusted effective current tax rate was 0.6% (2020/21: 11.4%)
[see note 43].

UK tax rules specify the rate of tax relief available on capital expenditure.
Typically this is greater in the early years than the rate of degreciation
used to write off the expenditure in our accounts. And in the current year,
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this has been enhanced by the super deduction for certain capital
expenditure, which gives a 100% tax deduction in the year of spend plus
an additional allawance of 30%.

The impact of this timing difference applied across our significant and
recurring cagital programme tends to reduce our adjusted effective
current tax rate and corporation tax payments in the year. By the
same token we make a provision for the tax that we will pay in future
periods, when the tax relief on the capitat expenditure has already
been received and we receive no allowance far the depreciation
charge arising on that expenditure. This is the mest significant
compenent of our deferred tax position.

Result for the year and earnings per share
Total loss for the year was £87.2 million 12020/21: profit of £212.2 million].

The basic loss per share was 35.2 pence [2020/21: earnings of 89.1
pence). Adjusted basic earnings per share was 96.9 pence (2020/21: 105.4
pence]. For further detaits see note 15.

GROUP FINANCIAL STATEMENTS

Cash flow
2022 2021
£m £m

Operational cash flow 848.9 860.3
Cash capex {594.3 (593.2)
Net interest paid {185.0] {1862
Proceeds on sale of subsidiary - 0.7
Net cash flows from swap terminations 5.6 02
Net tax paid (1.2) 23.2)
Free cash flow 74.0 58.2
Dividends (254.5) [240.2]
Issue of shares 257.2 11.8
Change in net debt from cash flows 76.7 170.2
Non-cash movements (140.7) (42.1)
Change in net debt (64.0 (212.3)
Opening net debt {6,443.8} 16,2315
Closing net debt 16,507.8) (6,6443.8)

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

2022 2021 -
Em £m
Bank loans (78281  (1.011.1)
Dther loans (5,8235)  [5471.3]
Lease liabilities (117.4) (121.3]
Net cash and cash equivalents 107.7 44.0
Cross currency swaps 28.3 31.9
Leans due from joint ventures 79.6 84.0
Net debt (6,507.8]  16,443.8)

Operational cash flow was £848.9 million (2020/21: £860.3 million].
Increased PBIT and higher depreciation and amartisation were more
than offset by increased pension contributions and a large decreasein
working capitalin the prior year.

Net cash capex of £594.3 million (2020/21; £593.2 million] was within our
expected range.

Our net interest payments of £185.0 million [2020/21: £186.2 million] were
breadly in line with the previous year as the impact of higher net debt was
largely offset by the lLawer effective cash cost of interest, and the majerity
of the increase in interest costs was due to non-cash indexation. Our net
tax payments were £1.2 million, a decrease of £22.0 million, mainly due to
the impact of the super deduction which resulted in an overall loss
position for tax.

Our equity placing in May 2021 raised net proceeds of £245.3 mitlion and
we received £11.9 million {2020/21: £11.8 million] from the exercise of
options under the employee Save As You Earn share scheme. Our
dividends paid increased in line with our policy.

These cash flows, together with accounting adjustments to the carrying
value of debt, resulted in anincrease of £64.0 millien in net debt
{2020/21: £212.3 million].

At 31 March 2022 we held £107.7 million (2021: £44.0 million] in

net cash and cash equivalents. Average debt maturity was around

13 years [2021: 13 years]. Including committed facilities, our cash flow
requirements are funded until February 2024.

Net debt at 31 March 2022 was £6,507.8 million (2021; £6,443.8 million]
and balance sheet gearing [net debt/net debt plus equity) was 83.7%
[2021: 85.0%). Regulated gearing [net debt of our regulated businesses,
expressed as a percentage of estimated RCV} was 59.5% at 31 March
2022 [2027: 64.5%).

The estimated fair value of debt at 31 March 2022 was £1,075.8 million
higher than book value [2021: £1,454.9 million higher). The increase in the
difference ta baok value is targely due to the impact of higher inflation
expectations on the fair value of cur index-tinked debt.

Our pelicy for the management of interest rates is that at least

40% of our borrowings should be at fixed interest rates, or hedged
through the use of interest rate swaps or forward rate agreements.
At 31 March 2022 interest rates for 69% (2021: 67%) of our gross debt
of £6,731.1 million were fixed; 4% were floating and 27% were
index-linked. We continue to carefully monitor market conditions and
cur interest rate exposure.

Severn Trent Water Qutlook
Baa* Stable
BBB+ Stable

Severn Trent Ple
Baal
BBB

Long-term ratings

Mecody's

Standard and Poor's

We invest cash in depesits with highly-rated banks and liquidity
funds. We regularly review the list of counterparties and report
to the Treasury Committee.

SEVERN TRENT PLC ANNUAL REPCRT AND ACCOUNTS 2022 57



CHIEF FINANCIAL OFFICER'S REVIEW CONTINUED

Pensions

We have three defined benefit pensions arrangements, two from
Severn Trent and one from Dee Valley Water. The Severn Trent
schemes ['the Schemes') are ¢losed to future accrual.

The most recent formal actuarial valuations for the Schemes were
completed as at 31 March 2019. The agreement reached with the Trustee
for the STPS, which is by far the largest of the schemes, included:

- Inflation-linked payments of £15.0 millien per annum through
an asset-backed funding arrangement, potentiatly continuing te
31 March 2021, although these cantributions will cease earlier
should a subsequent valuation of the $TPS show that these
contributions are no longer needed;

- Payments under another asset-backed funding arrangement
of £8.2 million per apnum to 31 March 2032; and

- Annual deficit reduction payments of £32.4 million increasing
in line with inflation through to 31 March 2027.

In addition to these payments, the Group will directly pay the annuat PPF
Llevy incurred by the STPS (£1.0 million in 2021/22].

The Schemes have entered into additional hedging arrangements to
reduce the impact of fluctuations in interest rates and inflation on the
Schemes’ liabilities without adversely impacting the expected return
from the Schemes’ assets.

In June 2021 we executed a bulk annuity buy-in for the MIPS, which
represents around 4% of the Group's defined benefit liabilities. Under
the buy-in, the liabilities of this scheme are met by an insurance policy
and as a result the Group’s risk is substantially reduced.

Hafren Dyfrdwy participates in the Dee Valley Water Limited Section
of the Water Companjes Pension Scheme [DVWS). DVWS funds are
administered by trustees and are held separately from the assets of
the Group. DVWS is closed to new entrants. The most recent formal
actuarial valuation of DVWS was completed as at 31 March 2020 and
no deficit reduction contributions ta OVWS are required.

On an |AS 19 basis. the net position [before deferred tax) of all of the
Group's defined benefit pension schemes was a deficit of £128.0 million
[2021; £347.7 million]. To calculate the pension deficit for accounting
purposes, we are required to use corporate bond yields as the basis
for the discount rate of our long-term liabilities, irrespective of the
nature of the schemes’ assets or their expected returns.

Onan IAS 19 basis, the funding level increased to 95% (31 March
2021 88%).

The movements in the net deficit during the year were:

Fair value of Defined
scheme henefit
assets ohligations Net deficit
Em £m £Em
At start of the period 26004 {2,948.1) 367.7]
Amounts credited/{charged)
te income statement 490 [59.7) 110.7)

Actuarial gains
taken to reserves 68.9 119.6 188.5

Net contributions received

and benefits paid {58.9) 120.8 5619

At end of the period 2,659.4

(2,787.4] {128.0}
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The income statement includes:

- Current service costs of £0.2 million on the DVWS, which
remains open to further accrual but is closed to new members.

- Scheme administration costs of £3.8 million; and

- Netinterestan scheme liabilities and expected return on the
scheme assets ~ together a cost of £6.7 million.

Higher interest rate expectations increased the discount rate, which is
derived from yields on high guality corparate bonds, by 80 bps. Inflation
expectations have increased by around 40 bps since the previaus year
end. The impacts of these changes are offsetting and resulted in a net
decrease in the scheme liabilities of around £193 miltion.

Changes to demographic assumptions reduced scheme liabilities
by around £6 million, This included an update to the most recent
CMI data tables and also a weighting 1o aliow for the high mortality
experienced in 2021,

The actual outturn in the year for inflation and other assumptions was
worse than expected and this increased scheme liabilities by £79 miltion.

The scheme assets increased in value by around £49 million more than
the return included in the income statement in the year.

Contributions paid to the STPS in the year included:

- The amounts due under the asset-backed funding arrangements
{£25.6 millien]; and

- Adeficit reduction payment of £35.6 million that was deferred from
the March 2021 to April 2021.

There were also normal contributions of £0.2 millien to the DVYWS
and payments of benefits under the unfunded scheme amounting
to £0.5 million.

In April 2022 the deferred deficit reduction payment from March 2022
of £32.4 million was paid.

Dividends

In line with our policy for AMPT7 to increase the dividend by at least CPIH
each year, the Board has proposed a final ordinary dividend of 41.28 pence
per share for 2021/22 (2020/21: 60.95 pence per sharel. This gives a total
ordinary dividend for the year of 102.14 pence (2020/21: 101.58 pencel.

The final ordinary dividend is payable on 13 July 2022 to shareholders
on the register at 6 June 2022.
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OUR APPROACH TO RISK

OUR APPROACH TO RISK

Severn Trent has a robust risk management _
framework in place to effectively ideritify,
assess and mitigate risk. Our risk management
framework enables us to meet our strategic
ohjectives and optimise our risk exposure
within our risk appetite.

2021/22 risk landscape

2021/22 has been & year in which COVID-19 and its economic and
societal consequences have continued to evolve. The global econamic
outlook remains weaker than it would have been without the pandemic.
Geopolitical instability, including the conflict in Ukraine, cyber crime,
rising inflation, commodity and energy prices, and debt levels, have
all disrupted the world economy, and have intreduced new risks that
need to be considered.

At a local level, we have seen an acceleration in changing stakeholder
attitudes to climate, nature and the environment, and the part
corporations play in protecting them, all relevant to our sector.

Risk appetite statement

Severn Trent's Purpose is ‘taking care of one of life's essentials’.
No business is free of risk and to achieve our strategic objectives
we often need to take calculated risks. We will, however, only take
risks that are consistent with our Purpose, Values and strategy
and are well understood, so that they can be managed effectively.

Our sector has inherent risks, particularly due to the nature and
scate of our operational infrastructure and the importance of our
activities to the health, safety and wellbeing of our people and the
communities we serve. The sector is also subject to political,
regulatory and financial market risk, as well as risks arising fram
developments in technolegy, stakeholders’ evolving expectations
and climate change.

Within the Severn Trent Group, we operate both regulated and
non-regulated businesses, which have different risk profiles

and tolerances. Qur regulated water and waste water businesses
are manopoly previders that are economically reguiated and
characterised by relatively stable, inflation-linked cash flows.
Cur non-regulated husinesses have more variable cash flows
and operate in less predictable, competitive environments.

Our risk priorities

In addition to managing the inherent risks assaciated with our
business, we priaritise the following:

The health, safety and wellbeing of our people and the communities
we serve and maintaining our essential operational services are
our top priorities, and we have no appetite for risks brought on by
unsafe actions.

Protecting the environment is a key long-term commitment.
We aim tc enhance the water environment and improve biodiversity.

Adherence to lLaws and regulations is a fundamental requirement
and we are committed to ensuring compliance with all UK water
regulations and ta operate within our licence permits; therefore,
we have no appetite for compliance-related risks.

QOur approach to financing is to take measured risk cansistent with
praviding resilience and delivering sustainable outperfermance for
the best long-term value for our customers and shareholders.

We are determined to play a leading role in addressing the impact of
climate change through mitigating our own impact and that of our
supply chain, and adapting to the chatlenges that climate change may
bring in the future.

GROUF FINANCIAL STATEMENTS
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The Board has averall respaonsibility for determining the nature
and extent of the risks Severn Trent takes and for ensuring that
risks are managed effectively across the Group.

Overseeing risk

Our approach to risk management is designed to enable the business
to deliver its strategic objectives. We have an established Enterprise
Risk Management [[ERM’| process and internal control framework
that help us to identify, evaluate and manage risks te influence
decision making. Qur approach cannot eliminate all risk entirely,

but ensures we have the right structure to effectively navigate the
challenges and opportunities we face, and only take risks that are
within our risk appetite.

We operate a top-down and bottomn-up model of risk management

in line with the three lines of defence madel that ensures both a

clear articulation of risk appetite, and a comprehensive and structured
process of risk identification, assessment and management. Our risk
management framework on the next page shows the groups involved in
risk across Severn Trent,

Top-down

The Board has overail responsibility for oversight of risk and for
maintaining & robust risk management and internal control system.
The Board recognises the importance of identifying and actively
maonitoring our strategic, reputational, financial, and operational
risks, and other longer-term threats, trends and challenges facing
the business.

The Audit and Risk Committee supports the Board in the management
of risk and is responsibie for reviewing the effectiveness of the risk
management and internal contret framework during the year.

The Executive Committee reviews strategic objectives and assesses
the level of risk taken in achieving these objectives.

The Strategic Risk Forum ['SRF’] assists the Executive Committee,
the Board, and the Audit and Risk Committee to effectively oversee
the risk framework and its processes of risk identification, risk
assessment and risk mitigation to ensure that the Company meets
its strategic objectives.

This top-down risk process helps to ensure the bottam-up risk
process, described below, is aligned to our current strategy
and objectives.

Bottom-up

Operating in the water sector means risk management is embedded
throughout our processes, from day-te-day asset operation and
monitoring, medium-term deployment of capital investment to
long-term modelling of asset health, performance, and societal
and environmental changes.

Our strong continugus impravement culture ensures that risk
discussions happen at all levels of the business, resulting in
risks heing identified, categorised, assessed and entered inte
the ERM system.

Risk reporting

The ERM process is operated by the Central ERM Team and
underpinned by a standardised methodology to ensure consistency.

ERM Champions and Co-ordinators operate throughout the business,
with support and challenge from the Central ERM Team, continually
identifying and assessing risks in their business units and reporting
on a quarterly basis. Standardised criteria are used to consider the
likelihood and velocity of occurrence and potential financial and
reputational impacts.
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Risk management framework

Risk Governance an

Board:
~ Sets the risk culture.
~ Defines and regularly reviews risk appetite.

key strategic risks.

wide risks at Group Level.

- Challenges the level of risk taken to pursue objectives.
- Makes risk-informed decisions and provides oversight for

- Responsible for effective risk oversight of enterprise-

- Undertakes annual assessment of Principal Risks.

Audit and Risk Committee:

~ Supports the Board in monitaring significant risks and tracking progress
against risk mitigation plans.

- Signs off the risk management framewark.

Exetutive Committee:

- Supports the Board in the management oversight of risk.
~ Assesses the level of risk taken in achieving objectives by challenging the AMP7 Business Pian,
- Approves risk mitigation strateqies of significant risks — assigned to the indwidual members of the Executive Committee.

~ Sets and evaluates risk tolerances.

~ Identities and assesses Principat and Emerging Risks.

15T LINE OF DEFENCE

¥

2ND LINE OF DEFENCE 3RD LINE OF DEFENCE

Strategic Planning:

~ Longer-term, helistic risk response plans,
e.9. Water Resources Management Plan
"WRMP'] and our AMP7 Business Plan.

- Establishes critical controls for ensuring the

Top-down

Service Area Boards:
- Capital investment programme management.
- Jmplement strategic risk management
processes, such as WRMP,
- Identity and monitor Emerging
Risks and opportunities.
- Assess all categories of risk
atan operational level.

Business Unit and Risk Champions:
- Day-to-day risk and incident management,
€.9. Severn Trent Operational Risk

- ldentify, assess and respond to risks
atalocal level.
- Continual monitering of risks assigned
within the business unit.
- Produce risk respanse pians and strategies.
- Develop, implement and monitor key controls.
- Follow risk management framework

cperabicnal effectiveness of essential services.

Management and Drinking Water Safety Plans.

Strategic Risk Forum ('SRF’}:

- Assesses the business unit's {'BU'l reported risks [Bottom-up
BU Risks} and mitigation plans, and challenges any ERM
infarmation or detiverables as required.

- Reviews and validates alt ERM reporting and risk-related -
information prior to Board/Audit and Risk Committee
meetings.

- Reviews the Company’s Principal Risks and propeses -
amendments to the Board for the Annual Report
and Accounts.

- Ensures the efficient and effective delivery of the risk
management programme carried out by the Central ERM Team.

— Mcnitors compliance across the organisation with the
Cempany's risk rmanagement framework and processes.

Internal Audit:

- Provides assurance for
significant risk mitigation
strategies.

Assesses effectiveness of
the risk programmes by
analysis of key controls,
Evaluates internal
control environment.

Central ERM Team:

- Applies the risk management framework.

- OQwns the corporate ERM system.

- Monitars and reports key risk infarmation, including
response plans and risk tolerance.

- Estabiishes best practice risk processes acrass the Group.

- Provides guidance and trainmg for Risk Champions and Risk
Co-ordinators.

- Assists with the identification and assessment of Principal
and Emerging Risks.

- Facilitates risk escalation process.

The potential causes, impacts and mitigating controls related to each
risk are well decumented. This assessment allows us to put in place
effective risk response strategies to mitigate the risk to an acceptable
level and, following governance checks, to remediate any defective
controls or implement adaitional controls as required.

Risk infarmation from our business units is combined to form a
consotidated view of risk across the Group. Our significant risks form
cur Group risk profile which is reparted to the Executive Cammittee
and SRF for review and chatlenge. This is then reported to the Audit
and Risk Committee and Board on a six monthly basis. The report
provides an assessment of the effectiveness of controls over each
risk and action plans to improve controls where necessary.
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We have made significant proegress in the year in integrating the
elements of our risk system with other compliance programmes
within the Company. This has also had the benefit of improving the
reporting to the Board and Audit and Risk Commitiee.

Bottom-up
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OUR PRINCIPAL RISKS

The Directors have carried out a robust
assessment of the Principal Risks facing
the Company, including those that would
threaten its business model, future
performance, solvency, or liquidity,

to identify risks that could:

- adversely impact the safety or security of the Group's
employees, customers andg assets;

- have a materiai impact on the financial or operational
performance of the Group;

- tpede achievemenl of the Group's strategic objectives and
financial targets; and/or

~ adversely impact the Group’s reputation or stakeholder expectations.

This list does not comprise all the risks that the Group may face,
and they are not presented in order of importance. The nature and
profile of these risks are updated each year to reflect the changing
risk landscape.

There may be additional risks that emerge in the future, and we
undertake regular horizon scanning to identify and repart these
to the Board.

Our Principal Risks reported in 2021/22 are detailed on pages 61 to
46 and each individual Principal Risk includes:

- examples of risk mitigation [these mitigation examples are not
exhaustive, opportunities have been consolidated within this
section);

- the risk exposure level movement at year end;

- arisk update; and

- keyriskindicators are used as a metric for measuring the
prebability of an event and its cansequences. They refiect the
level of risk exposure, and the effectiveness of key controls.
Key risk indicators play an important role in the Severn Trent
ERM function, providing advance notice of potential risks that
could harm Severn Trent, insight into possible weaknesses in the
maenitoring and control tools, and ongaing risk manitoring
between the farmal risk assessments and reporting.

Strategic cutcomes

A company you can trust Good to drink

A positive difference Water always there

Waste water

Lowest possible bills safely taken away

A service for everyane A thriving environment
An outstanding experience

Stakeholders

Our Customers Shareholders and Investors

Qur Celleagues Suppliers and Contractors

Our Communities Regulators and Government

Movement
Increase in risk exposure Decrease inrisk exposure

No change in risk expasure New risk

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

HEALTH AND SAFETY

RISK1

Due to the nature of our operations, we could
endanger the health and safety of our people,
contractors, and members of the public.

Strategic outcames Stakeholders

Examples of risk mitigation

- The Group's Goal Zero policy clearly sets out our target that
no one should be injured or made unwell by what we do.

- We have a well-established Health, Safety and Wellbeing
Framework to ensure all our operations and processes are
conducted in compiiance with Health and Safety legislation and
in the interests of the safety of our people and our contractors.
The Framework is subject to regular review.

- Weemploy a competency framework and compliance with
mandatary training is regularly manitored.

- Monitoring of our supply chain through Site Manager Forums
and on site inspections, including Health and Safety reviews to
ensure campliance.

- Health and safety bulletins are cascaded throughout the Greup,
including the supply chain.

- A dedicated Health, Safety and Wellbeing toolkit, called Safety
Net, allows real time data recording to capture, analyse and
repart on all Health, Safety and Wellbeing incidents and
implement targeted interventions in a timely manner.

We monitor and investigate relevant health and safety incidents
from other sectors.

Change in year

~ in2021/22. we did not experience any major safety incidents or
fatalities. During the year we recorded 19 incidents where our
colleagues were temporarily unable to work. Thisis a rate of 0.14
per 100,000 hours worked.

-~  We have approval to establish a central Dangerous Substances and
Explosive Atmospheres Regulations Compliance Team.

- We have made progress and are on track to complete
improvement actions against some of our higher-risk activities.

Keyrisk indicators

- LostTime Incident ['LTI)] rate target’

! Refer to KPls p21
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OUR PRINCIPAL RISKS CONTINUED

INFRASTRUCTURE FAILURE AND ASSET RESILIENCE

RISK 2

We do not provide a safe and secure supply
of drinking water to our customers.

{INFRASTRUCTURE FAILURE AND ASSET RESILIENCE

RISK 3

We do not transport and treat waste water
effectively, impacting our ability to return
clean water to the environment.

Strategic outcomes Stakeholders

Examples of risk mitigation

We have developed comprehensive resilience plans, such as
our WRMP and Drought Plan to inform aur capital investment
orogramme and Business Plan.

Key aperational employees are required to complete mandatory
Water Quality Competency training.

We have invested in in-house capability to bolster repair teams
and facilitate accelerated response times.

We operate a 24/7 contrel centre monitoring of our operations
and assets, including reat-time telemetry coverage from aur
loggers. See Principal Risk 3.

We run strategic modelling to assess potential changes to supply
and demand on our water network and the impact of climate
change. See Principat Risk 9.

We regularly review and update processes, standards, and
operational procedures.

Strategic outcomes Stakeholders

Examples of risk mitigation

- We run strategic modelling to assess potential changes to supply
and demand on our waste network, to reduce service issues and
petential damage to the envirenment. See Principal Risk 9.

- Qur 24/7 control centre monitors our asset performance,
including real-time telemetry coverage. We operate an in-house
Waste Network Response Team.

- Key operational employees are required to complete mandatory
training programmes to ensure continued competence with
evolving standards.

~  We run educational programmes for customers promoting safe
use of the waste water system, including appropriate disposal
of wet wipes and cooking fat.

Our CR! performance in 2021 was adversely impacted by a
coliform faiture at Strensham in January 2021 (with s 1.1 CR|
impact). Despite this, our underiying CRI performance has been
industry-leading for a company of our size, with performance
this year at 2.43.

Our Distribution Service Reservoirs [[DSR] failures have also
reduced again in calendar year 2021, marking three years of
year-on-year reduction in colifarms at DSRs.

The DWI has complimented us for the continued reduction in
the number of recommendations since 2019 and the success
of Severn Trent's water quality performance improvement.

- As part of our continuous improvement activity, in early 2021
we reviewed site flow to full treatment (FFT’] performance,
which led to several site improvements, We have enhanced
our site performance monitors with the installation of Event
Duration Monitors {'EDM’) on both storm weirs and discharges
to the environment which have given an improved view of site
performance, not previously available.

- We have aregular review schedule for refreshing our contingency
plans to ensure that they remain appropriate for the risk posed
by an asset failure.

Key risk indicators Key risk indicators

Supply interruptions (no. of minutes)’

Leakage % (ML/d} target’

CRI lindex):

% Water Quality Campetency training complated target
Priority Services Register ' PSR’) [percentage]’

Refer to KPls p20-27

- Internal sewer flooding {na. of incidents)
- External sewer flooding [no. of incidents]'
- Public sewer flooding [no. incidents]’

- Pollutions incidents [no. of incidents]'

- Blockages [no. of incidents)

1 Refer to KPis p27
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SUPPLY CHAIN AND CAPITAL PROJECT DELIVERY
RISK 4

Key suppliers cannot meet contractual
obligations causing disruption to capital
delivery [cost and quality] and/or critical
operational services.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

CYBERSECUR{TY AND TECHNOLOGY RESILIENCE

RISK 5

Qur critical technology capabilities are not
maintained due to cyber threats or system
failures, impacting the services we deliver
through our key infrastructure assets or
core systems.

Strategic cutcomes Stakeholders

Examples of risk mitigation

- We have framework agreements covering multipte contractual
partners, to provide a flexible and diverse supply chain.

- We use agated capital process to provide assurance around
design and delivery.

- We have dedicated quality and assurance teams who perform
in-depth quality reviews.

- We review contracts regularly and contract performance
meetings, including KPI reviews and proactive supplier and
market assessments.

- Appropriate regular training for contract management teams.

- We regularly check the stability of the Severn Trent supply chain;
we have a methodology in place to assess financial stability with
lead measures.

- We have regular management reviews with our strategically
material suppliers through to CEQ level where needed.

Change in year

- Therisk of supply chain disruptions has increased worldwide
resulting from the effects of COVID-19 and the current
geopolitical climate as well as an associated increase in the cost
of global commodities.

- We have made improvements to our immediate payment terms
for our contracted SME partners.

- One of our supply chain partners enteres administration this year.
We were able to seamlessly transition to a new partner, protecting
the Severn Trent deliverables and obligations in AMP7.

Key risk indicators

- Number of project milestones completed on time
[ha. of projects]
- Ratio of critical single source supplier (%)

Strategic outcomes Stakeholders

Examples of risk mitigation

Dedicated Information Security Team and Data Privacy

Officer responsible for monitoring information security

and cyber threats.

- Mandatory annual cyber security training for all employees.

- Arcbust operaticnal security programme, including physical
access controls, on site system protection and remote system
protection. A programme of regular internal and third party
testing of our security network and systems.

- Aneffective vulnerability management systemn, including
penetration testing of publicly accessible systems, behavioural
alerts, patching processes, data disposal and access control,
including Multi-Factor Authentication.

- We work closely with third party IT service partners to manage
risk and improve technical standards.

- Migratian to cloud platforms improving the resilience of our
disaster recovery and business continuity plans.

- Alloperational and office sites have business continuity
and crisis management plans in place, which are tested on
aregular basis.

- We have developed disaster recovery plans that are stress tested.

Change in year

- There has been a generalincrease in the risk of cyber-attacks
due to geopotlitical instability.

~ We continue to make good progress on the delivery of our
NIS-R Programme, which is improving cyber security both
generally and within the operational technology environment.

Key risk indicators

- Number of high and medium priarity incidents (no. of incidents)
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OUR PRINCIPAL RISKS CONTINUED

POLITICAL, LEGAL AND REGULATORY

RISK &

Changing societal expectations, resulting in
stricter legal and environmental obligations,
commitments and/or enforcements, increase
the risk of non-compliance.

FINANCIAL LIABILITIES
RISK 7

We fail to fund our Severn Trent defined
benefit pension scheme sustainably.

Strategic outcomes Stakeholders

Examples of risk mitigation

Strategic outcomes Stakeholders

Examples of risk mitigation

Our fast-tracked Final Determination provided early sight over
the AMP7 period enabling a prompt start on our plans.

We are preparing for early engagement with key stakeholders
for PR24 planning.

We actively engage with the UK Government, MPs, the Welsh
Government, regulators and other stakehalders about the future
shape and direction of the water sector, sharing our experience
where possible.

We operate an established Governance Framewaork, policies and
training ensuring sur angoing compliance with all applicable
laws and regulations, including Competition Law and Generat
Data Protection Regulations, for the operation of separate
Wholesale and Retail business and between our Group
businesses. This is subject to regular review.

Investment plans are subject to regular review, on at least an
annual basis, to take account of changes to legislation,
requlation and our business.

External legal advisers provide detailed reviews in respect

of upcoming legislatien that may affect the Group.

As part of our Licence to Operate process, we ask relevant
rmanagers, strategic leaders and Directors to complete a
seif-declaration twice a year.

Our deficit recovery plans are agreed by the Company setting out
the cash contributions required from Severn Trent to the Scheme.,
The Company agreed the triennial actuarial valuation as at

31 March 2019, including repair payments of ¢.£60 million per
annum until 2022.

interest rate, inflation and equity risk are managed through
apprepriate hedging strategies to manage downside risks,

with regular monitaring in place.

We continue to wark with the Trustee in considering The Pensions
Regulator’s consultation on its funding code of practice.

The Company is represented on the Investment Committee

of the Scheme and the investment policy is formally approved

by the CFO.

Change in year Change in year

i - We have made improvements to our site performance monitors

with the installation of EDM on both storm weirs and discharges
to the enviranment, giving an improved view of site performance
not previously available.

Ofwat and the Environment Agency have each issued their

own investigations in the waste water industry to investigate
campliance; these investigations are ongoing.

Our IAS 1% deficit has reduced to £128 million as of March 2022.
We are £140 million ahead of the journey plan agreed as part
of the 201% valuation.

Keyrisk indicators Key risk indicators

Changes inregulatory framework

Pension deficit [Em)?

Reter to CFOs Report p52-58

[T

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022




STRATEGIC REPORT GOVERMANCE REFORT GROUP FINANCIAL STATEMENTS COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

FINANCIAL LIABILITIES

RISK 8

We are unable to ensure sufficient liquidity
to meet our funding requirements.

CLIMATE CHANGE, ENVIRONMENT AND BIODIVERSITY
RISK ¢

Severn Trent’s climate change strategy
does not enable us to respond to the shifting
natural climatic environment and maintain
our essential services.

Strategic outcomes Stakeholders

Examples of risk mitigation

- The Group's Treasury activity is overseen by our Treasury
Committee with support from dedicated advisers.

- The Group has a diversified capital structure, in both tenor
and access to global debt capital markets to mitigate risks.

- The Group maintains liguidity headroom of at least 15 months.

- The Group has committed credit facilities for five years,

- The Group cash balances are deposited across a range of
investment grade counterparties to spread and mitigate risk.

- The proportion of the Group’s debt maturing in any AMP period
does not exceed 40% of the Group’s total debt to reduce
refinancing risks.

- Treasury policy statements and procedure manuals are in place
and operating effectively. These are reviewed at Least annually.

Change in year

- Weuse adiverse range of funding sources with access to a
variety of markets.

- During 2021/22 we campleted a £250 million equity placement
[to fund the Green Recovery programmel, agreed £1.1 billion of
new committed debt facilities, and raised £500 miltion of new
debt [a £400 millicn bond and two €50 million private
placements].

Key risk indicators

- Available liquidity?

2 Refer to CFOs Repart p52-58

Strategic outcomes Stakeholders

Examples of risk mitigation

- We utitise scenario modetling and data modelling, to understand
the impact climate change could have on our essential services
[see Principal Risks 2 and 3.

- We have introduced new climate monitoring?.

- Our AMP7 Business Plan supports increased resilience against
the potential impacts of climate change through capital scheme
delivery, See Principal Risk 4.

- Our climate change strategy®.

~ Our Trigle Carbon Pledge - committing us to net-zero carbon
emissionsg, 100% renewable energy and an all-electric fleet
[where available} by 2030°.

- We have committed to significantly reducing our greenhouse
gas emissions by 20305,

3 Read more on pages 35to 45

Change in year

- Securing water supplies - as part of our Green Recovery
pregramme, we are improving the biodiversity of an additional
46 hectares, helping to protect customers’ water supplies
during the lenger, drier summers we can expect in the future.

- We witl be creating a new low-carbon/reduced-chemical
treatment capacity for 65 M{/day, in the East Midlands.

- We are also installing more than 157,000 smart meters across
our network through Coventry and Warwickshire, helping to
increase water efficiency and reduce leakage, and with a
potential for customers to save money.

Key risk indicators
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OUR PRINCIPAL RISKS CONTINUED

CLIMATE CHANGE, ENVIRONMENT AND BIGDIVERSITY

RISK 10

We fail to influence positively the natural
capital in our region.

Strategic outcomes Stakeholders

Examples of risk mitigation

Strategic plans to enhance biodiversity in our region and

a number of ODI commitments te protect our tocal envirenment,
including pollution incidents, biodiversity improvements and
environmental compliance.

Use of catchment management approaches to work with
landowners in our region to mitigate the effect of pesticides,
fertilisers and organic nutrients on the environment

and biodiversity.

Modelling to estimate the impact of increasing pressures on
nature, for example from climate change, including, drought or
extreme weather events {see Principal Risk 9] and biodiversity
loss that has potential to impact ecosystems.

Our in-hause ecology expertise to enhance the Group’s capability
ta work towards enhancing biodiversity.

in the Last two years we have improved the biodiversity of aver
4,600 hectares. We have planted almost half a million trees, with
a target of 1.3 million to be planted by 2030.

Change in year

Qur Green Recovery programme - we have secured £564 million
[2017/18 prices] in funding to deliver six schemes aimed at
making environmental and customer targeted improvements,
including imgrovement of 500 km of rivers five years earlier
than planned.

We have worked with 72 different organisations and mare than
80 landowners, receiving 429 applications from farmers in our
region to our STEPS biodiversity options.

We have already launched five new, industry-leading ptedges
with the aim of enhancing our rivers and habitats.

Key risk indicators

Bicdiversity [no. of hectares improved [hall’

Refer toc KPIs p23

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022




STRATEGIC REPORT

GOVERNANCE REPORT

EMERGING RISKS

EMERGING RISKS

We define Emerging Risks as upcoming events
which present uncertainty but that we currently
are unable to fully quantify.

Emerging Risk management ensures patential risks are identified,
with budget plans evsluated and stress tested as if they were to
materialise. Our processes aim to identify new and changing risks

at an early stage and analyse them thorcughly to deduce the potential
exposure to Severn Trent. We cantinually identify and monitor
Emerging Risks using our top-down and bottom-up processes. Our
network of ERM Co-ordinators, ERM Champions and risk owners

use techniques such as cross-functional workshops and PESTLE

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

['Political, Economic, Social, Technological, Legal and Enviranmental’)
analysis. This culminates in ah Emerging Risk horizon map reported
annually te the Audit and Risk Committee and 8oard.

We closely manitor Emerging Risks that may, with time, become either
complete ERM risks, incorporated into the existing corporate risk
reporting process, have potential to be superseded by new Emerging
Risks, or cease to be relevant as the internal and external
environments in which we operate evolve.

The Directors have carried out a robust assessment of the Company's
Emerging Risks and consider the fellowing to be risks that have the
potential to increase in significance and affect the performance of

the Group.

TITLE DETAIL AREA/FACTOR TIME HORIZON
ENERGY Increasing energy prices impacting both our costs and the tetal household POLITICAL AND SHORT -
MARKET bills of our customers. ECONOMIC MEDIUM
The ongoeing conflictin Ukraine and resulting sanctions could increase
GEOPOLITICAL commodity prices and result in an economic stowdown. We have seen an ECONOMIC SHORT -
TENSIONS increase in cyber threats following the Russian invasion of Ukraine earlier MEDIUM
in 2022.
Post COVID-19 recovery and disruptions caused by the angoing conflict in
SUPPLY Ukraine may cause critical supply chain shortages and resource security SHORT -
CHAIN pressures resulting in increased commeodity prices globally. We are OPERATIONAL MEDIUM
DISRUPTION dependent on aur supply chains, including foreign suppliers, which
could be impacted by ongoing global matters.
We have already experienced a shift in the expectations of customers
ACCELERATING and regulaters in recent years and this is Likely to evolve further and SHORT -
CUSTOMER place different demands an cur plans, We will need to be flexible in REPUTATIONAL MEDIUM
EXPECTATIONS adjusting our plans over the coming years to meet the changing

expectations of our key stakeholders.

STATEMENT ON THE CONFLICT IN UKRAINE

At the time of writing, geopolitical events in Ukraine continue

to be the focus of the world. While not previously recorded as a
Principal Risk, such events do feature on our harizon scanning

and associated risks are captured within our ERM framework. -
Management continues to assess the impact of the conflict, and

the sanctions imposed on Russia, on the Company’s operations

and finances, including within our supply chain.

The potential impacts that we have cansidered are as follows:

~ Energy prices higher for longer. Gas and electricity prices were
already at historically high levels before the Russian invasion of

to above would add to this. We set out the anticipated impact of
lower househald incomes on our customers’ ability to pay their
bills in note 4 to the financial statements.
Economic slowdown. The impact on the global economy of
sanctions on Russia and loss of key commodities from Ukraine
might result in lawer economic growth in the UK economy,
leading ta lower revenue from our non-household customers.

We have considered specific risks as part of the scenarios modelled

for our Viability Statement. Details of the scenarios considered and

Ukraine. This has only been exacerbated by the conflict. if the EU

moves to extend sanctions against Russia, this would likely lead
to higher energy prices for a more sustained period. However,
current forward prices indicate prices returning to their
pre-crisis levels in the medium term.

and our stakehelders.

- Lustomers’ household incomes squeezed further. Higher
energy prices, together with higher interest rates, tax increases
and generatl inflation, were already squeezing our customers’
household incomes. The potential higher energy prices referred

the results of our modelling, together with the underlying assumptiens,
are set out in our Yiability Statement an pages 68 to 71.

The Board continues to receive reqular updates on the Group's
response in order to assess, monitor and promptly respond to the
impact of evolving geopolitical events in Ukraine on our operations
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VIABILITY STATEMENT

VIABILITY STATEMENT

Assessment of current position
and long-term prospects

The Directors’ assessment of the Group’s current financial position
is set out in the Chief Financial Officer’s review on pages 52 ta 58.
Important aspects of that assessment that are most relevant to
the assessment of viability are:

- The Group’s regulated gearing is 59.5%, close to Ofwat’s assumed
gearing of 60% for the notional company on which
the regulatary allowances for this AMP are based;
- The Group has sufficient cash and available facilities to fund
its financial commitments, including returns to debt and equity
investors, operating and capital expenditure until February 2024;
- The Group's credit ratings from two agencies [S&P and Moaody's)
are above the investment grade base level and are stahle; and
- The defined benefit pension deficit reduced to £128 million in
the year. The next triennial valuation Is underway, and we do
not anticipate a significant increase in contributions as a result.

Severn Trent Water, the Group's principal subsidiary, is a regulated
long-term business characterised by multi-year investment
programmes and relatively stable revenues. The water industry

in England and Wales is currently subject to economic regulation
rather than market competition and Ofwat, the economic regulator,
has a statutory obtigation to secure that water companies can in
particular through securing reasonable returns on their capitall
finance the proper carrying out of their statutory functions. Ofwat
meets this obligation by setting price controls for five-year Asset
Management Periods [[AMP’s] including mechanisms that reduce the
risk of variability in revenues from the regulated business in the
medium term by adjusting future revenues to balance aver or under
recavery compared to the ariginal plan,

AMP7 runs to 31 March 2025 and Severn Trent Water has developed
its plans to deliver the operational and financial performance set out

in Ofwat's determination. We have based our assessment of prospects

for the next three years on these plans.

When considering the Group's prospects beyond 2025, it is necessary

to make assumptions about the price review process for the peried
2025 - 2030 [PR24), which will take place in 2024. In making this
assessment we have taken account of:

- Ofwat’s statutory duty to secure that companies can finance
the proper carrying out of their functions;

- Severn Trent Water's financial structure, which is close to the
Ofwat notional capital structure; and

— Severn Trent Water's plans for AMP7, the successful execution
of which would deliver benefits to all stakeholders and financial
incentives that would help to further strengthen our financial
resilience in the period beyond 2025.

We have significant investment pregrammes, largely funded through
access to debt markets. Our strategic funding objectives reflect the
long-term nature of the Severn Trent Water business and we seek

tc obtain a balance of secure long-term funding at the best possible
economic cost, Qur Treasury Policy requires us to maintain sufficient
liquidity to cover cash flow requirements for a rolling period of at
(east 15 months in order to limit the risk of restricted access to
capital markets. Our Group treasury team actively manages our

debt maturity prefile to spread the timing of refinancing requirements

and to enable such requirements to be met under most market
conditions. The weighted average maturity of debt at the balance
sheet date was 13 years.
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We have an established process’ts assdss the Group's prospects.
The Board undertakes a detailed assessment of the Group's strategy
on an annual basis and the output from this assessment sets the
framework for our medium-term plan, which we updaie annually.

Our medium-term plan reflects the Group's prospects and
considers the potential impacts of the principat risks and
uncertainties. We perform stress tests to assess the potential
impact of combinations of those risks and uncertainties. The plan
aiso considers mitigating actions that we might take to reduce the
impact of such risks and uncertainties, and the likely effectiveness
of those mitigating actions.

Impact of COVID-19 on the Group's prospects

As expected, the consumption and revenue from the Group's
non-household customers recovered ta close to their pre-pandemic
levels in the year. We have also seen continued strong collection
performance on our household customers as unemployment did

not reach the levels forecast at the outset of the pandemic. The
cost-of-living pressures now being experienced by our customers

are expected to have some impact on cash collection, notwithstanding
our additional support to help make bills affordable fer our customers
most in need. We have made allowance for this in our balance sheet
at 31 March 2022 and in our medium-term plan.

Period of assessment

The Board considered a number of factors in determining the period
covered by the assessment. The long-term nature of our principal
business, together with relatively stable revenues and a model of
economic regulation that places a duty on the regulator to secure
that water companies can finance the proper carrying out of their
functions, support a longer peried of assessment.

However, the changing nature of regulation of the water industry
and the uncertain geopolitical and macroeconomic cutlook
increase the uncertainty inherent in our financial projections.

We have an established planning and forecasting process and

the Board considers that the assessment of the Group’s prospects
is mare reliable if based on an established process. OQur latest
medium-term plan extends in detail to the end of the AMP7 period
in 2025, with tess detailed projections looking beyand this.

Atonger period of assessment introduces greater uncertainty
because the variability of potential cutcomes increases as the
period considered extends.

Bearing in mind the long-term nature of our business; the enduring
demand for our services; our established planning process; and the
changing nature of the regulation of the water industry in England
and Wales, the Board has determined that seven yearsisan
appropriate period over which to assess the Group's prospects

and make its viability statement this year.

Assessment of viability

In assessing our future prospects, we have considered the potential
effects of risks and uncertainties that could have a significant
financial impact under severe but plausible scenarios. Therisks
and uncertainties considered were identified in the Group’s ERM
process, which is described on pages &1 to 44, and from the key
assumptions in the financial model.

While we have estimated the size of each of the severe but plausible
scenarios described belew, we have grouped scenarios with similar
impact types together and performed stress testing for the scenario
with the greatest impact. Where the scenario accurs at a peintin time,
we have assumed that it occurs at the point in the plan with the

lowest headroom.
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RISK ASSESSED

We endanger the health and safety of our

people, contractors and members of the public.

GOVERNANCE REPORT

GROUP FINANCIAL STATEMENTS

The risks and scenarios tested are described below:

SEVERE BUT PLAUSIBLE SCENARIO

Serious injury, ill health or death of employees, contractors
or membears of the public as a result of what we de.

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATICN

STRESS TEST APPLIED

An extreme one-off event.

We fail to provide a safe and secure supply
of drinking water.

Catastrophic breach of a large raised reservoir {>25,000 cubic
metres).

Service failure leads to increased operating expenditure or
failure to meet performance commitment targets

An extreme one-off event.

Totex underperformance in
each year of the forecast.

00l penalty in a single year.

We fail to effeclively Lrauspui |
and treat waste water.

An exlreme breach ina sludge lagoon at a large sewage
treatrment works.

Service failure leads to increased operating expenditure
or failure to meet performance commitment targets.

An extreme one-oftf event.

Totex underperformance in
each year of the forecast.

0Dl penalty in a single year.

Key suppliers are unable to meet contractual
obligations causing disruption to capitat
delivery and/or critical operational services.

Significant increase in capital programme costs.

Service failure leads to increased cperating expenditure
or failure to meet performance commitment targets.

Totex underperformance in
each year of the forecast.

0Dl penalty in a single year.

We fail to maintain our critical
technology capabilities due to cyber
threats or system failures,

A cyber-attack results in a critical toss of persanal data
leading to regulatory action,

An extreme one-off event.

Changing societal expectations, resulting in
stricter legal and envirenmentat obligations,

A breach of law or regulations results in a significant
ane-off penalty.

A ftinancial penalty.

commitments and/or enforcements, increase
the risk of non-compliance.

We fail to fund our defined benefit pension Increased pension contributions.

obligations sustainably.

Increasing pension deficit leading to higher deficit
reduction contributions.

We also applied stress tests relating to ecanomic factors: higher and lower inflation; and higher interestrates, and a combined scenario
taking into consideration totex underperformance, 0D/ penalties and a financial penalty.

The amounts of the stress tests applied were:

STRESS TEST APPLIED

An extreme one-off event

AMOUNTMODELLED

Aone-off impact of £250 million at the point in the ferecast with
the lowest headroom.

Totex underperformance Anincrease in totex of £200 million in each year of the forecast.

0Dl penalty A penalty of £100 million in a single year,

Financial penalty A penalty of £100 million in a single year.

Increased pension contributions Contributions increase by £47 million per annum.

Combined scerario An increase of totex of £150 million in each year, an ODI penaity of 1.5% in

one year, and a financial penalty of £50 million in one year.

Higher inflation in one year Increase of 3% in CPIH.

Lower inflation in one year Decrease of 3% in CPIH.

Higher interest rates New debt financed at 2% above the iBoxx index.

We assessed the impacts of the scenarios on our financial metrics, credit metrics and debt covenants. Where the result of the stress test
indicated more than a limited impact, a risk of a downgrade of credit rating or a breach of a bank covenant, we considered what mitigating
actions would be available and whether they would be sufficient to mitigate the potential impact of the stress test.
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VIABILITY STATEMENT CONTINUED

POTENTIAL IMPACTS ON VIABILITY
STRESS TESTAPPLIED  WITHOUT MITIGATING ACTION MITIGATION AVAILABLE
An extreme Increased gearing and deterioration in credit Engage with ratings agencies to discuss the short-term nature of the impacts.
one-off event. metrics that, without mitigating action, might

: : Manage liquidity by temporarily reducing working capital.
lead to a dewngrade in ratings altheugh stiil

atinvestment grade Close out derivative financial instruments in asset positions to generate cash.

Consider new sources of funding, including hybrid debt.
Reprofile capital programme to ease shori-term pressure on ratings.

Consider reducing dividend in the year or downgrading the dividend policy.

Totex Earnings in the year are lower than the Cost reduction programme focused on reducing discretionary expenditure to

underperformance. dividend indicated by our policy. support profitability.
lncreased gearing and deterioration in credit Manage liquidity by temporarily reducing working capital.
metrics that, without mitigating actionmight 556 gut derivative hinancial instruments in asset positions to generate cash.
lead to a downgrade in ratings although still Consid ¢ fundi tuding hvbrid deb
at investment grade. onsider new sources of funding, including hybrid debt.

Headroom against debt covenants Consider reducing dividend in the year or downgrading the dividend policy

significantly reduced.

0Dl penalty. The penalty would flow through revenue two Accelerate recognition of accumulated OD) rewards not yet taken.
years after the performance commitment

Engage with ratings agencies to discuss the short-term nature of the impacts.
was breached.

i Manage liquidity by temporanly reducing working capital.
Earnings in the year are tower than

the dividend indicated by our policy Consider reducing dividend in the year.

Increased gearing and deterioration in credit
metrics that, witheut mitigating action, might
tead to a downgrade in ratings althougbh still
at mvestment grade

Financial penalty. Earnings in the year are tewer than our Manage Liquidity by tempararily reducing working capital.
dividend policy. Close out derivative financial instruments in asset positions to generate cash.
Deterioration in credit metrics that, without Consider new sources of funding, including hybrid debt.

mitigating action, might lead to a downgrade
in ratings altheugh still at investment grade.

Increased pension Deteriorationin credit metrics that, without Manage liquidity by temporarily reducing working capital
centributions. mitigating action, might lead to a downgrade

! Ciose out derivative financial instruments in asset positions to generate cash
in ratings although still at investment grade.

Consider new seurces of funding, including hybrid debt.

Combined scenario. Significant reduction in profitability and Engage with ratings agencies and banks te discuss the impacts on
cash flow. ratings and covenants
Earnings in the year are lower than Manage liquidity by temporarily reducing working capital.

the dividend indicated by our policy. Close out derivative financial instruments in asset positions to generate cash.

Significantincrease in gearing leading Cost reduction programme focused on reducing discretionary expenditure
ta risk of downgrade below investment to support profitabitity.

grade in credit rating and breach Renrofile capital programme
of covenants. P F preg

Consider downgrading the dividend policy.

Higher infiation Short term adverse impact to profit, Engage with ratings agencies to discuss the short-term nature of the impacts.

in one year. dividend cover and cash. Manage liquidity by temporarily reducing working capital.

However, in the longer-term higher inflation
increases revenue and RCV leading to higher
profits and lower gearing.

Close out derivative financial instruments in asset positions te generate cash.

Lower inflation Shert term impact on profit after tax Engage with ratings agencies to discuss the shert-term nature of the impacts
n one year. and dividend cover would be positive. Cost reduction pragramme focused on reducing discretionary expenditure
Pressure on PBIT and cash in the year to support profitability.
following the low inflation year (that may

sustain in future yearsl. Our dividend palicy s index-linked and therefore low inflation would

i ‘ reduce the dividend payable We would also consider downgrading
increased gearing and deterioration in credit the dividend policy if necessary.

metrics that, without mitigating action might
lead to a downgrade in ratings although still
atinvestment grade.

Higher interestrates.  Reductionin profitability. Engage with ratings agencies te discuss the impacts and the regutatery
Deteriaration in credit metrics that, without true-up mechanism that would mitigate the impacts in the longer term.
mitigating action, might lead to a downgrade Costreduction programme focused an reducing discretionary
inratings although still at investment grade. expenditure to support profitability.

Manage liguidity by temporarily reducing working caprtal
Consider reducing dividend in the year or downgrading the dividend policy.
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The mitigating actions available are described in mare detail below:

MIiTIGATING ACTION

GROUP FINMANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATICN

DETALLS

I

Engage with ratings agencies and banks.

While ratings agencies and banks apply formulaic calculatiens as part of
their ratings and covenant assessments, judgment is also applied. Where a
threshald for a particular rating is breached or a covenant ratio not met, a
downgrade might not be applied or a termporary covenant waiver might be
granted if the agency/bank considers the situation to be temporary and
likely to reverse in the near future.

Manage liquidity by temporarily reducing working capital.

We would seek to accelerate collection of amounts receivable with
particular focus on overdue accounts. We would work with our suppliers to
negactiate longer credit terms where appropriate.

Costreduction programme,

e would review discretionary expenditure to identify costs that coutd be
avoided or reduced without a detrimental impact to customer service.

Reprofile capital programme.

By deferring elements of capital expenditure, we could mitigate the impact
of significant events on our cash flow and smooth the effect on key ratios
over a number of years, reducing the size of the impact in any one year.

Close cut derivative financialinstrurents in asset positions.

Derivative financial assets such as swaps can be closed out with the
agreement of the counterparty, generating cash in the short term.

Consider new sources of funding, including hybrid debt.

The Group has access to a wide range of capital markets and maintains a
diverse range of funding sources. However, there are instruments that we
do not currently use that would be available when more traditional funging
was not, Hybrid debt instruments are a form of debt that has some of the
characteristics of equity, for example a bond that features an option to
convert to equity.

Consider reducing dividend in the year,

Our dividend policy for AMP7 is to grow the dividend by CPIH each year. If
nacessary, we would consider diverging from this policy to deal with short
term pressure on credit metrics or ratings.

Consider downgrading the dividend policy.

In circumstances where the pressure on metrics, ratings or covenants was
sustained, we would consider amending our dividend pelicy far the AMP 10
relieve the pressure while giving investors a basis to set their expectations
for returns.

In selecting which mitigating actions to apply, we would seek to
balance the interests of all stakeholders and, in particular, would
prigritise mitigating actions that would not lead to a breach of our
commitments to customers.

We have significant funding requirements to refinance existing debt
that falls due for repayment during the period under review and to
fund our capital programme. Under all scenarios considered, the
Group would remain solvent and have access to sufficient funds in
normal market conditions. Our Treasury Policy requires that we
retain sufficient liguidity to meet our forecast obligations, including
debt repayments for a rolling 15-month pericd.

In making its assessment, the Board has made the following
key assumption:

- Any period in which the Group is unable to access capital markets
to raise finance during the period under review will be shorter than
15 manths.

On this basis, the stress tests indicated that none of these scenarios,
including the combined scenario, wauld result in an impact to the
Group's expected liquidity, solvency or debt covenants that could not
be addressed by mitigating actions and are therefore not censidered
threats to the Group's viability.

Governance and assurance

The Board reviews and approves the medium-term plan on which

this Viability Statement is based. The Board also considers the

period over which it shoutd make i1ts assessment of prospects and

the Viability Statement. The Audit and Risk Committee supports the
Board in performing this review. Details of the Audit and Risk
Committee’s activity in relation to the Viability Statement are set out in
the Audit and Risk Committee report in this Annual Report.

This statement is subject to review by Deloitte, our External Auditor.
Their audit report is set out on pages 154 to 161,

Assessment of viability

The Board has assessed the viability of the Company over a seven-
year period to March 2029, taking into account the Company’s current
pasition and principal risks.

Based on that assessment, the directars have a reasonable expectation
that the Company will be able to continue in operation and meet its
liabilities as they fall due over the period to 31 March 2029.

Going Concern Statement

In preparing the financial statements the Directors considered
the Company’s ability to meet its debts as they fall due for a peried
of one year from the date of this repart. This was carried out in
conjunction with the consideration of the Viability Statement above.

The Directors have reviewed the cash and committed facilities
availatle to the Group alongside a cash flow forecast extending
beyond the period censidered for this Going Concern Statement.

The Directors have considered the potential impacts, in the
period of ene year from the date of this report, resulting from the
scenarios described Tn the Viability Statement set out above.

The Directors are satisfied that the Group will have sufficient
funds to continue to meet its liabilities as they fall due for at least
twelve months from the date of approval of the financial staternents,
and that the severe but plaustble downside scenarios considered
indicate that the Group will be able to operate within the amount
and terms [including relevant covenants] of existing facilities.

On this basis the Directors considered it appropriate to adopt the
going cancern basis in preparing the financial statements.
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ENGAGEMENT WITH OUR STAKEHOLDERS

STAKEHOLDER ENGAGEMENT

We are focused on driving long-term
sustainable performance for the benefit
of our customers, shareholders and
wider stakeholders.

This section provides insight into how the Board
engages with our stakeholders to understand
what matters to therm and further inform the
Board's decision making and the actions taken as
a conseguence. You can read more in our formal
Section 172 ['$172°] Statement on pages 82 to 84,
which sets out our approach to 5172 and provides
examples of decisions taken by the Board,
including how stakeholder views and inputs

have been considered in its decision making.

The principles underpinning 5172 are nct only
considered at Board level, they are part of cur culture.
They are embedded in alt that we do, and impacts

on stakehclders are considered in the business
decisions we make across the Company, at all levels,
strengthened by our Board setting the right tone
from the top. Pursuant to the Companies Act, this
information is incorporated by cross reference in

the Governance Report from page 90. You can also
read more in our separately published Sustainability
Report, which can be found on our website from
mid-June. Our Engagement in Action section
showcases some of the exciting opporiunities we
have had throughout the year to engage with our

key stakeholders. We welcome any feedback from

our stakeholders.

How we engage at Board level

— Customer-shareholders engage with

the Board and submit questions in
advance of cur AGM.
- Customer delivery performance is
discussed at every Board meeting.
- Customer perceptions of value for

Our Customers

money are regorted to oyr Corporate

Sustainability Committee.

- DOur Board-approved extensive
customer engagement shapes our
strategy and Business Plan.

In serving our customers,

we want to provide both value
and a great experience, Our
consultation with customers
helped our Severn Trent Water
Limited 2020-25 Business Plan
to be fast-tracked by Ofwat.

How we engage acrass the Company

- Quarterly meelings with CCW
at management level.

- Frequentdiscussion and
consultation with our online
custamer community.

- Quarterly tracking of customer
perceptions against key indicators
including trust and satisfaction.

- DOnline self-service options for

customers have made it easier to

check for and report problems
through aur ‘Check My Area’ app
and ‘Reporta Problem’ services.

Customers can contact us 24/7

including through two-way

messaging functionatity through

SMS, WhatsApp, and Apple

Chat channels.

Qutcomes from engagement

- Improved ODI performance
sceres during the year with
¢.B8% of ODIs (across water,
waste, environment, customer
and communities] having met
or exceeded target

-~ Improvementsin our C-MeX
ranking

~ Helped aver 150,000 custamers
through aur financial schemes
(2020/21: 150,000)

~ Launched our Affordability
Strategyin order to support an
additional 100,000 customers
in water paverty by 2025

~ 5.7% of our customers signed up
to our Priority Services Register

~ Year-on-year we're supporting
13% more customers through
our Help to Pay When You Need
ItScheme

Link to KPI What they tell us matters to them
- Value for money - Customer service and performance
- Help to Pay When You Need It - Leakage and supply reliability

- Priority Services Register ~ Affordability and value for monay

- C-MeX — Assistance intimes of need

- D-MeX - Responsible investment

- CRI

- Drinking water quahty
- Supply interruptions
Leakage

- Internal sewer flooding
- internal sewer flooding

Refer ta KPis p20-27

How we delivered an feedback
this year

- Established our Money Adviser
Netwark customer programme

- C-MaX customer campaign ‘Caring
for you’

- Waterscarcity TY advertisement

- New digital billing apportunities

Link to strategic gutcomes
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Our Colleagues

Our greatest asset is our
experienced, diverse, and
dedicated workforce. Qur
relationship with them is
open and honest, and they
are appropriately supported,
developed and rewarded to
encaurage them to be their
bestin all that they do.

How we engage at Board level

- Oursecond dedicated virtual
employee engagement event, ‘Ask
Our Board', was held in May 2022

- Emplayee-shareholders have the
opportunity to meet the Board and
submit questions prior to the AGM.

- The Chair, Non-Executive and
Executive Directors attend Company
Forum meetings and provide
feedback at Board meetings.

- Company Purpose and culture, talent

development and our people are
discussed at Board meetings.

- The Remuneration Coammittee
reviews workforce policies and
practices and makes
recommendations to the Board.

- The Board considers our employee
engagerment survey - QUEST - resuits
and steps taken to address feedback.

Link to KP!
- Employee engagement

- LTls

Refer to KPls p21

Our Communities

Qur aimis to be a force for good
in the communities we serve
and, in doing s, create value
for all aur stakeholders.

What they tell us matters to them

- Health, safety and wellbeing

- Diverse and inclusive workplace

- Opportunities to reach full potential
- Openand henest environment

- Fair pay and reward

How we engage across the Company

Employees are invited to attend the
‘Ask Our Board' events,

In addition to Board attendance, our
Company Forum brings together
employee reprasentatives at
quarterly meetings, including
Trade Union representatives.
Continual communication

to employees on COVID-19
impacts and mental and

physical health awareness,

Outcomes from engagement

- B.Zout of 10 for employee
engagement in our QUEST results

- 10% reduction in LTls compared
with 2020/21

~ 793 attendees atour 2021
Leadership event

- c.15% of our graduates and
apprentices are from Black, Asian
or other minority ethnic
backgrounds

- 73% participation across our
Sharesave schemes

How we delivered on feedback this year

- Established aWomeninSTEM

and Ops advisory group

Three menopause education events
held with a total of over 80
attendees

2021 leadership event
New diversity groups
YuLife - new wellbeing app

Cantinued to narrow our
gender pay gap

Link to strategic outcomes

How we engage at Board level

- Employees who live and work in our
communities ‘meet’ the Board at the

Company Forum, AGM and site visis.

- Employees who live and work in our
communities could also engage with
the Board through the employee
engagement virtual event, ‘Ask Qur
Board’, heldin May 2022,

- Corporate responsibility, community
activities and volunteering
programmes are discussed at
Board meetings.

- Environmental matters are regularly

considered by the Board.
- Business Community Representatives
presented to the Board.

How we engage across the Company

Qur Employability Scheme inspires
our people and makes a reat
difference to people’s lives.

Regular engagement with
Government officials and elected
representatives on water and
environment-related 1ssues.

Our peopte volunteer through our
Community Champions programme,
working to improve our communities
and environment.

Gutcomes from engagement

- Financial support was given to
care leavers through our Big
Difference Scheme

- Donated ¢.£2 million to 73 projects
through our Severn Trent
Community Fund

- Donated £103,000t0 34
projects through our
COVID-1? Emergency Fund

- 466,745 trees planted to date

- Over 340 "Kickstarters' across
the business as part of the
Government Kickstart scheme

- Improved the biodiversity of aver
4,600 hectares of land over the
lasttwo years

Link to KPI

- Education prograrmme
- Biodversity

- External sewer flooding
- Public sewer flooding
- Pollution

Referto KPis p20-27

What they tell us matiers to them

- Operaticnal impact and disruption
- Localemployment

- Economic contribution

- Protection of the environment

How we delivered on feedback
this year

Welcomed 77 new apprentices
and graduatesin 2021

Official sponsor for Coventry City
of Culture

40 years of WaterAid celebrated

Welcomed four new Hereford
college interns this year [22 across
six years)

Hosted a 'Walk in COP26’ event
100,000 Employability Haurs Scheme
1,340 employee volunteering days

Sustainability Partner for the
Commeonwealth Games

80,656 commitments made to
change our behaviour following
our bespake customer
education programme

Link to strategic outcomes
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Our Shareholders
and Investors

Continued access to capital is

vital to the long-term performance

of our business. We work to
ensure that our shareholders,
investors and investment
analysts have a strong
understanding of our strategy,
performance, ambition

and culture.

Many of our shareholders are
also customers, employees
and pensioners.

How we engage at Board level

~ The Board approves quarterly
trading staterments, the full and

half-year resultsand Annual Report.

- The Chair, Senior Independent
Director, Chief Executive, Chief
Financial Officer, Executive
Committee Members and
Non-Executive Directors attend
investor meetings and feedback is
reported to the Board.

- The Chair of the Remuneration
Committee offers meetings an
Remuneration Policy matters
and proposed changes tothe
Groug's Policy.

- The Head of Investor Relations gives
an update to the Board on a regular
basis and the Investor Retations
Strategy is discussed by the Board.

- The Chair attends the Capital
Markets Day.

How we engage across the Company

- When safe to do 50, investor site
visits take place so that shareholders
can experience our operations and
culture first-hand.

- Regular dialogue with shareholders
to suppert them in their investments

- Regular Investor Roadshows are
held thraughaout the year.

Qutcomes from engagement

Group underlying PBIT of
£508.3 million

AMP7? dividend policy

with a growth rate of atieast
CPIH - 2021/22 final dividend
of $1.28 pence

All resolutions received over
94% of votes at our 2021 AGM

Capital investment exceeding
£604 million including
accelerated activity on strategic
renewable projects

Link ta KPI

0.6%

dividend increase

2021:1.5%

Regulators and
Government

The policy framework for the
water sector in England and
Wales is set by the English
and Welsh governments,
respectively.

What they tell us matters to them

- Strategy and business model

- Financial performance and returns
~ Reputation

- ESG performance

- Financial risk management

- Strong leadership

- Company culture

How we delivered on feedback
this year

- Hosted a Capital Markets Dayin
September 2021 with over 100
external attendees

- During the year we held arcund 120
investor meetings and met with over
130 existing and potentialinvestors

Link to strategic outcomes

We seek to engage
constructively to achieve the
best autcomes for customers
and the environment.

Below the policy framework,
our industry is regulated by
Ofwat and others. We agree
commitments with our
regulators and report our
performance against these, We
work closely with our regulators
to shape our industry to help
ensure the right outcomes for
customers and the environment.

How we engage at Board level

- Todeepen Board level understanding
of our Regulators, our Chair and
Non-Executive Directors formally
met with Ofwat during the year.

- Regulatory matters are regularly
considered by the Board, including
Price Review Plans, the Water
Resources Management Plan and the
Scheme of Wholesale Charges

- Regulatory stakeholders attend
Beard meetings, including
from Gfwat, the OW1, the EA,
CCWand Defra.

- Regulatory consultation updates
are considered by the Board.

How we engage across the Company

Regular meetings with our regulatars
at managerent levelincluding the
EA, Natural Rescurces Wales,
Naturai England, Ofwat, the DW|

and Defra.

Regular engagement with
Government officials and elected
representatives on water and
envirgnment-related issues
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Our Suppliers and
Contractors

Along with our employees,
our supptiers supportusin
delivering for our customers.
Strong supplier relationships

ensure sustainable, high-quality

delivery for the benefit of
all stakeholders,

How we engage at Board level

Commercial performance is
discussed at every Board meeting,
including an update on retationships
with suppliers.

Supplier representatives attend the
Employee Forum atongside
Executive Directors and Non-
Executive Directars.

How we engage across the Company

Meetings with suppliers at the autset
of the relationship to agree on
performance metrics and ensure
continual monitoring of performance;
supplier questicnnaires and
satistaction surveys/stakeholder
rateriality surveys.

Regular meetings with our suppliers,

Qutcomes from engagement

Registered by the Chartered
institute of Procurement
and Supply ['CIPS’) with the
Ethics Mark

78 ptedges from suppliers at
our ‘Thinking Differently’ supplier
conference in 2021

- Our Corporate Sustainability including training on modern slavery, - 35 suppliers signedup to
Commmittee regularly monitors and our Code of Conduct, Doing the EcoVadis, our online Sustainability
progress on sustainability in cur Right Thing. Assessment Platform

supgly chain.

Board has oversight of our Supplier
Code of Conduct and approval of
our Anti-Slavery and Human
Trafficking Statement.

Audits and inspections of suppliers.
Pericdic performance and
commercial reviews.

Supplier whistleblowing haotline.
Our supplier conferencein 2021:
“Thinking Differently’.

Leadership status with the Carbon
Disclosure Project

All contracts now require a net
15% biodiversity gain for site
construction warks clause

Link to KPI
As at 31 March 2622, the average time

Severn Trent Water Limited took to pay

supplier was

28...

What they tell us matters to them

Fair engagement and payment terms

- Collaboration

Responsible supply chain
Sustainable procurement
Reputation

How we delivered on feedback
this year

Hosted "Thinking Differently:
Supplier Conference 2021°

Net-zero engagement with
supply chain

Executive Safety Forum with our
Tier 1 capital supply chain

Link to strategic outcomes

Link te KPI

What they tell us matters to them

OQutcomes for customers, the

Outcomes from engagement

Maintained top-ranking pasition in

Link to strategic outcomes

the Tortoise Responsibility 100 Index

- £564million (2017/18 prices] of
Green Recovery investments

environment and long-term resilience
Performance against regulatory
targets

- Trust and transparency
2021 €77m - Governance and compliance

- Environmentalimpact

- Sustainable procurement

£79m

net 0Dl reward
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ENGAGEMENT iN ACTION

Our Customers

Customers are at the heart of everything we do,
and our continuous engagement with them
ensures that we are truly able to understand
what matters to them and deliver improvements
in service.

Caring for our customers campaign

In August 2021, we started our six-week long ‘Caring for our
Customers’ campaign, focusing on how we want to be there to

help and put our care at the heart of our communities, whether that
is through financial support for those struggling to pay their

bilts or the projects we help through our Community Fund.

You can read more about how we are here ta help you at:
stwater.co.uk/my-account/help-when-you-need-it/

Enhancing our digital engagement

Throughout the year we have increased our focus on being there for
our customers - 24 hours a day, seven days a week - through whatever
channel they choose, always providing easy, friendly, personable and
affordable customer service, A number of our customers choase to
contact us through digital channels and, as such, we have set ourselves
the ambition of leading the water industry in ‘digital’. Customers can
contact us via social media [Facebook, Twitter, Instagram), WhatsApp,
Apple Chat and Webchat. Throughout the year we have focused on
connecting our people to our customers on a deaper level through

our cultural programme, Connected Customer Culture.

35% of the feedback we receive from customers about their web
experience tells us that they stitl struggle to find what they are
locking fer, and helping our customers navigate our website is
the first step in our next stage of improvements and one of cur
oriorities for improving customer experience anline. As part of
our strategy this year, we have given digital billing a makeover
with new and improved email templates, introduced more direct
links for customers clicking through via emails, and impreved 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 offering
centinues to meet customers’ changing needs and provide the
best experience possible for them.

We were delighted to receive
a Gold Award at the European
Caontact Centre and Customer
Service awards ceremony,
caming out on top in the
‘Most Effective Application

of Technotogy category

for ‘keeping connected to our
custorners during the height
of the pandemic’,

Keeping connected
to our customers
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Introducing Wavemakers

In March 2022, we introduced our exciting Wavemakers initiative,

a brand new annual ideas challenge that is looking to nurture talent
and create innovation in our communities. The project, specially
created to find unigue and innovative ideas in the world of water, will
turn to (ocal talent to he(p develop new ideas that could be rotied out
across the Midlands, We believe that working collaboratively is the
best way to create innovative ideas that have the potential to change
the lives of individual s within our communities.

The first round of Wavemakers will give potential future innovators
aged 16+ the opportunity to develop ideas on how to reuse and/or
save water, and in return could potentially see a participant
rewarded with either a one-year university course ora £2,060
cash prize towards supporting their development.

Read more at www.severntrent.com/wavemakers

214,430 5.7%

customers supported with
paying their bitls {a 27%
year-on-year increase)

of our customers, reguiring
bespoke suppart, signed up to
our Priority Services Register

Water Scarcity TV AD

in November 2021, we launched our Water Scarcity TV
advert, talking about the important {but often tricky] topic
of water scarcity and how we can atl do our bit to save water
for generations to come. Customers were also able to find
out how nature has a huge part to play, and what every one
of us can do to reduce the effects of climate change.

Emma Bird, the Campaign and Content Officer who ied the
campaign, said: “We were super excited to partner with iTV's
Home Planet as part of their Climate Action week! [t was a
prilliant opportunity for us to show how we're caring for nature
in our region to reduce the effects of climate change and pretect
our future supply, and of course inspire our customers to do
their bit by saving waler and getting involved in planting trees.”
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Our Colleagues

Providing opportunities for our employees
to be involved in business decisions is a key
part of our culture.

The Board participated in an ‘Ask the Board event in May 2022

Ask Our Board

As part of our response to CQViD-19, we enhanced the already
significant dialogue we have with our employees through the
introduction of a virtual employee engagement event, ‘Ask Our Board".
This year we hosted our second ‘Ask Our Board' event and employees
were invited to pose questions to the Board in a live Q&A environment,
without management present or scripted briefings, in arder that the
Board could listen to the views of the warkfarce first-hand. Questions
included performance highlights over the year, the Commonwealth
Games, innovation, river quality and affordability initiatives.

QUEST

CQur annual employee engagement survey, QUEST, helps us to
understand what is going well and where we can improve. QUEST
is conducted by an independent research company to ensure the
results are ancnymous. We were delighted that our employee
engagement score achieved 8.2 out of 10 this year, placing us in
the top 10% of utility companies globally, and we were thrilled to
receive a score of B.2 out of 10 when colleagues were asked if
they would recommend Severn Trent as a workplace to a friend.

As important as the range of opportunities provided is how our
colleagues feel abaut them. We continue, therefore, ta ask colleagues
several questions relating to their feelings about {earning, careers
and growth at Severn Trent. We are really pleased that all topics
scored abave benchmark, recognising our delivery and focus in these
areas. On Career Paths, employees scored the guestion, | see a path
for me to advance my career in our organisation’ as 7.2 aut of 10, 1.0
above benchmark. When asked whether their job enables colleagues
to develap and {earn new skills, 8.1 agreed. It is truly lovely to see how
our teams feel supported in their development and see pathways to
develop and progress.

You can read more on how we have engaged en remuneration-
related matters within the Directors’ Remuneration Report on
page 128 and more about Our People on pages 85 to 88.

GROUP FINANCIAL STATEMENTS
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Company Forum

Providing apportunities for our employees to be involved in
business decisionsis a key part of our culture and the Board's
selected workforce engagement mechanism, cur Company
Forum, helps to facilitate this.

The Company Ferum meets at least four times a year and attendees
are invited from Trade Unions, all leadership levels, the Executive
Committee and Board, Through this Forum we engage with employees
on all ways of warking. It is jointly chaired by the Managing Director of
Custorner Operations and the Joint Secretaries. A different Board
Directoris invited to attend and participate at each meeting and, over
the last twelve months, John Coghlan, Christine Hodgson and Kevin
Beeston have all attended meetings, in addition to Liv Garfield, to listen
to the discussions and to talk about their areas of responsibility and
interests. Directors also provide a written report to the Board following
each meeting.

The agenda is wide-ranging and topics for discussion this year
have included workforce learning and development through

our Severn Trent Academy, the Green Recovery investment
programme, executive remuneration, diversity and inclusion in
the wider workforce and at the Beard, and progress towards the
Group’s net-zero commitments. The Company Ferum attendees
consistently feed back an the value that they get from Board
attendance and the national officers highlight how different this
is to the experience that they have in other arganisations.

Leaders from across the business at aur leadership event at Draycote Water
inSeptemoer 2021

Engagement with all employees

We know that coming together and taking time te connect with our
company strategy and ambitions is important to our colleagues
and drives engagement and curiesity in our teams, We take pride
in delivering engaging leadership events each year, that bring our
leaders together to build networks and performance opportunities.
This is an impartant foundation of our culture.

With restrictions {argely lifted, we have been able to runin-person events
ance again and to provide more opportunities for calleagues to comment
on our strategy and to ask guestions and engage on our focus areas.

In September 2021, we held our leadership events at Draycote Water,
with 793 attendees from across the business, and in March 2022, we
held our annual Business Leaders event. Sessions included Getting
River Positive and Keeping our Promises to our Custorners. The event
was hugely engaging, with colleagues saying that it was a positive use
of their time, and they were confident in being able to communicate
the message to their teams. To ensure that the messages reached
across the whole organisation, a cascade pack was provided for
managers to use with their teams.
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ENGAGEMENT IN ACTION CONTINUED

Our
Communities

We work hard to make our water wonderful
and keep our millions of customers ‘on tap’
every day.

But there is more to Severn Trent than that.
We think it is important tc give back to the
communities where our customers live.

Not because we have to, but because we think
we should. Whether that means caring for the
environment, supporting the next generation,
or just making our region a better place to live,
we want to make a positive difference in

our communities.

Our 100,600 Employability Hours Scheme

In October 2021, we officially launched our 100,000 Employability
Hours Scheme, aimed at helping some of our custemers struggling

tc get back into work following the pandemic. As part of the scheme,

we have opened the doors of our Severn Trent Academy to offer our
communities 100,000 hours of free, valuable skills and training. By
making the most of our amazing trainers and facilities, we are able
to provide a full range of sessions that will really help to make

a difference to people’s lives, whatever situation they might find
themselves in.

Whether it is building self-confidence, finding work, or developing
skills to make themselves mere employable, we know that our
courses will really make a difference in the communities that we
serve, Qurtraining team will deliver the sessions in person at the
Academy, virtually and out in cur communities. This will support
social mobility across our region and make a huge difference to
people’s lives,

627,500

customers supported
through the Big Difterence
Scheme to date

214,430

customers supported in
paying their hills
(a 27% increase year-on-year]

Getting River Positive

Rivers transform the communities around them, and although
we have improved the health of cur region’s rivers significantty
in the last 30 years, we recognise that as a sector there is more
we need to do. As a leading environmental company, it's our
commitment that we will Get River Positive by 2030. Our five
pledges are underpinned by a range of measures and metrics
developed with partners and stakeholders, addressing our
custamers’ concerns and taking a leading role in ensuring

our region’s rivers are as healthy as possible.

Severn Trent Career Discovery Days
at our Severn Trent Academy

We were thrilled to run a number of pilot Career Discovery Days at our
Academy that have been open to young people who want to find out
more about careers at Severn Trent. We have worked in partnership
with local schools and colleges sao that studenis can come along for
the day and have a hands-on experience trying out some mare of our
technical roles. The Career Qiscovery Days have been so successful
that we now have a programme of events planned throughout 2022,
which started with the National Apprentice Week in February. We
are also working on extending aur offer into work experience
pregrammes for interested students across our partner schoaols.

STEM Women's Online Careers Fair

In February 2022, we attended the STEM Women’s Cniine Careers
Fair, giving a presentatien and taking partin the panel interview.
The New Talent Team was on hand to support individuals with career
coaching, job application support and interview preparation. 15
women attended the event and, as a result, over 50 applications to
work at Severn Trent were received.

13%

moreg customers supported
year-on-year through our
Help to Pay When You Need
it Scheme

How we have helped support our communities this year

5.7%

customers signed up to our
Priority Services Register
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donated to 73 projects
through our Community Fund
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Our Suppliers
and Contractors

We recognise that supplier engagement
is integral to our success.

Benefits from our strong supplier engagement
include ensuring a resilient supply chain; being
able lo share knowledge and expertise to find
the right solutions for our customers; ensuring
continuous sustainable development; and
developing responsible business strategies.
Our enduring relationships with our suppliers
in turn help us to reduce the risks we face

as a business, all for the benefit of our wider
stakeholders, including our customers

and communities.

Thinking differently with our suppliers

0On 11 November 2021, we brought together 100 of our suppliers
at our Severn Trent Academy and shared with them our current
priorities and future ambitions. Faced with fresh supply-chain
challenges in a post-COVID-19 and pest-Brexit environment, the
conference provided a great opportunity to speak directly with our
suppliers about our vision and how they play a crucial part, and to
have meaningful discussions and debates about how we can work
closer and batter together.

The agenda for the day included our vision on customer, sustainability,
digital, and health and safety, communicating our passicn on why it is
so important to ‘think differently’ about these four areas, and how
engagement with our suppliers can help us unlock new ways of
working with our supply chain and pave a stranger foundation upon
which new opportunities and collective success can be realised. The
eventwas a hrilliant success, with 78 pledges collected from
suppliers, particutarly around improving customer service and
experience.

Suppliers at our Supplier Conference in 2021: Thinking Differently’

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Qur Sustainability Team introduced our 587s and haw they can bring
operational and financial benefits to our business and suppliers.

Engaging with our suppliers to cut
Scope 3 emissions

Emissions from our supply chain make up a significant part of our
overall emissions and so collaborative engagement with our suppliers
ts critical to achieving success in reducing our impact. We engage
directly with our supply chain to measure and improve carbon
emissions. We have aligned to SBTs and, as part of this, we set

a target to engage with cur top 70% of suppliers, by emissions, to

set an SBT by 20246. We have made great progress against this target,
with 38% already committing to set targets by 2023.

We approach supplier engagement in a number of ways, including
one-to-one sessions to discuss the importance and benefits of setting
an SBT. We also encourage our suppliers to sign up to our anline
sustainabitity assessment platferm, EcoVadis, which provides an
objective assessment of how sustainable each of our suppliers are.

We were delighted that our supplier engagement approach recently
received recagnitian through the Carbon Oisclosure Programme, for
which we were awarded Leadership status. The award was a glowing
endorsement of the wark we have done over the last twelve months to
help tackle climate change.

Notwithstanding this excellent progress, we will increase further
direct engagement with cur high carbon impact suppliers and
continue to utilise the increased insights which the EcoVadis
piatform offers; for example, by agreeing corrective action plans
with individual suppliers.

Engaging on modern slavery

Collaboration is key to mitigating modern slavery, so we actively
engage with other organisations to gain insight and maintain best
practice. We entered our second three-year partnership with the
Slave-Free Alliance in 2021, which has been instrumental in our
appreach and in the progress we have made in identifying and
mitigating modern slavery risk. We continue to sit on the Steering
Group of Utilities Against Slavery, formerly known as the Utilities
Modern Slavery Working Group. The group continues to grow, with
over 24 utilities organisations actively participating.

In 2021, we also partnered with the Supply Chain Sustainability
School, which provides access to a wide range of learning resources,
including dedicated modern slavery awareness training for ali
organisations within the Group's supply chain.

You can read more on our approach and engagement in our 2022 Severn
Trent Plc Anti-Slavery and Human Trafficking Statement online,
published in summer 2022 stwater.co.uk/about-us/responsibility/
modern-slavery-statement/
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ENGAGEMENT IN ACTION CONTINUED

Regulators
and Government

Our relationships with the Government, our

regulators, and other agencies supportusin
ensuring that we meet the highest customer
service and environmental standards, while
offering our customers the lowest prices.

We continue to maintain a positive relationship
with our economic regulator, Ofwat, grounded in
our sector-leading performance for customers
and investors. We are the only water company in
the sector that Ofwat rated in the top three for
both performance and financial resilience in its
latest reports lon 2020/21 performance). Ofwat
also awarded Severn Trent 66% of the sector’s
Green Recovery funding in summer 2021.

The case studies opposite offer examples of how we engaged with
regutators during the year.

Winner in Ofwat’'s Water
Breakthrough Chaltenge

We were delighted to have secured funding for three ground-
breaking projects, after being named a winner in Gfwat’s latest
Water Breakthrough Challenge, and having been awarded a total
of £1.4 millien through Ofwat's flagship innovation programme.

This trio of projects, which will be delivered with multiple
partners, collectively, could deliver significant benefits for
our customers, society and the envirenment. The projects
include the following:

- Catalysing a net-zero future - looking to develop innovative
techniques for capturing bacteria that could potentialiy help
reduce greenhouse gas emissions during the waste water
treatment process.

- The Home Energy Recovery Unit 'HERU') - 2 waste recovery
system developed to manage domestic and commercial waste
on site and turn it into recycled energy.

- Tap water forensics - aiming to develop the use of genetic
sequencing in drinking water treatment, which, unlike current
tests, can determine every bacterial species present in water.
This new approach could significantly improve the speed and
accuracy of water quality investigations in the future,

To find out more, visit waterinnovation.challenges.org/
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Engagement with the Environment Agency

John Curtin was appainted Executive Director for Local Operations of
the Environment Agency in early 2021 and visited us in July. We took
the oppertunity to show him a broad overview of the work we do, with
particular focus on our approach to innovation and in protecting

the environment.

The visit started at our Spernal waste water treatment works with

a presentation from our Chief Engineer Team on cur innovation
projects and the benefits they could bring. A number of our innovatien
projects are being tested at Spernal, so a site tour was canducted to
see them in action.

We then visited a farm in the Leamington Spa area to see first-hand the
catchment management wark our agricultural advisers undertake with
local farmers. This activity included increased biodiversity habitats
through wildfiower buffer strips along the edges of fields, together with
investment in agricultural machinery to reduce drift when applying
chemicals. This not only saves farmers money, but atse protects the
wider environment and water courses. The final part of the visit was

to see our new Thermal Hydrolysis Process [ THF'], which was being
installed at Finham waste water treatment works. This process takes
the biosclids that are a product of the waste water treatment process,
and puts them under pressure and high temperature to improve the
amount of green energy that can be generated.

Engaging with the Treasury Net Zerc Minister

In August 2021, we hosted Treasury Net Zero Minister Kemi Badenoch
MP at our Severn Trent Academy and our Finham waste water treatment
works in Covenatry. During the course of the visit, we showcased the
innovations we were trialling to combat process emissiens in the
waste water process as we work towards delivering our ambitious
plan te be net zero by 2330 and included a site visit to see the new
THP. During the visit, we also updated the Minister on our catchment
management work with farmers to protect and enhance the
environment and shared our ambiticus regional investment plans
through our Green Recovery prejects.
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Our Shareholders
and Investors

Our intention is to drive value for all of

our stakeholders, delivering a high-quality,
sustainable service for the long term.
Engagement with our investors is critical
to our success.

Investor meetings

{nvestor meetings are predeminantly attended by our CEO, CFO

and Head of Investor Relations, although other Executive Committee
members also attend. During the financial year ended 31 March 2022,
we held around 120 investor meetings and met with over 130 existing
and potential investers, These meetings were attended by 51
shareholders, representing around 64% of our register. We have
strived to meet our investors in persan, when it is safe and possible
to do so, and where it was not, we have arranged virtual mestings.

The meetings focused on the Group’s financial performance, our AMPT7
strategy, our environmental impact, our approach to net zero, climate
change adaptation, COVID-19 impact respense and long-term growth
opportunities. The Chair and individual Directars regularly engage with
major sharehoelders to understand their views on governance and
perfarmance against strategy. Committee Chairs also engage with
shareholders on significant matters related to their area of responsibility.

Capital Markets Day 2021

On 24 September 2021, we held our Capital Markets Day to provide
more detail on three key areas of differentiation that we believe will
drive outperformance in the years ahead, benefiting all our
stakehalders:

1. Qur sector-leading customer 0Dl performance and how we can
continue to deliver cutperformance into AMP8 and beyond.

2. Strong RCV growth, with a particular emphasis on our six Green
Recovery schemes.

3. Our approach ta net zere, and how we will achieve our Triple
Carbon Pledge target by 2030.

We held the Capital Markets Day event at our Draycote Water

Reservoir. We also held three engaging virtual events te accommodate

our international stakeholders, allowing those who were unable to
travel to enjoy the event despite COV|D-19 restrictions. In total, we
were joined by around 100 external attendees, higher than our pricr
year attendance, with representation fram a range of investors and
analysts as well as wider stakeholders. For those unable to attend, we
issued & detailed anneuncement to the market on the morning of the
event, and published content an our carporate website dedicated to

the day. which included all of the materials and videos of each session.

Annual Generat Meeting

Our 2021 AGM was held on 8 July 2021, at which 77.18% of our
shareholders voted. We were delighted to receive in excess of 964%
votes in faveur for all of our resolutions, including over 99% approval
for both our Remuneration Palicy and our new LTIP. The AGM was held
as a hybrid meeting, which means that shareholders were able to
follow the business of the meeting by virtual meant as well as in
persen. In light of the COVID-19 pandemic, the Board considered
carefully a range of alternative mechanisms by which shareholders
could engage with the Company in advance of the AGM. Sharehalders

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

were invited to submit questions to a dedicated AGM mailbox and a
process was put in place for the Board to respond to any guestions
directly and publish responses on the Company’s website.

This year's AGM is to be held on Thursday, 7 July 2022 at 11.00am.
Following its success in 2021, the Board agreed that the AGM would
be conducted as a hybrid meeting, allowing those who join virtually
to lag inte a live webcast and pose guestions to the Board in real
time. Shareholders are alsc able te submit questions in writing
through our website in advance of the AGM. The physical |ocation
of the AGM will be the Severn Trent Academy, Hawksley Park,

Si. Martins Road, Finham, Coventry, CV3 6PR.

As the AGM provides an opportunity far the Board to meet and engage
with shareholders in person, we are looking forward to welcoming our
shareholders, following the relaxation of COVID-19 restrictions.

In addition to the AGM, the Campany Secretary communicates with
individual investars, making sure we respond properly to questiens
in relation to their sharehotding. Our share registrar Equiriti also
has a team to take care of shareholders” needs.

Annual Report

Our Annual Reportis available to all
sharehaolders, and we aim to make it as
accessible as possible. Shareholders
can opt to receive a hard copy in the post,
a PDF copy via emait or download a copy
from our website. Please contact the
Company Secretary to request a copy.

Corporate website

We continually monitor our website, severntrent.com, to ensure it is

user-friendly for our stakeholders. The website has a dedicated investor

sectian which includes an overview of Severn Trent Plc and our history,
our Coempany information and results, our Annual Reports, results
presentations [including webcasts] and an investor news section
containing information which may be of interest to our shareholders.

Capital Markets Day at Draycote Water in September 2021
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SECTION 172 STATEMENT

Stakeholder engagement is central to the
formulation and execution of our strategy and

is critical in achieving long-term sustainable
success. The needs of our different stakeholders
as well as the consequences of any decision in
the long term, are well considered by the Board.

It is not always possible to provide positive outcomes for all stakeholders
and the Board sometimes has to make decisions based on balancing the
competing priorities of stakeholders. Qur stakeholder engagement
processes enable our Baard te understand what matters to stakeholders
and consider carefully all the relevant factors and to select the course of

S172FACTOR

The likely consequences

of any decision in the The interests of the

{ongterm Comgpany’s employees
RELEVANT DISCLOSURES
page2-§ page 20 - 27
Company Purpose Performance Review
pageé -7 page 85 -g88
Our Business Model Qur People
page 20 -27 page 86
Performance Review Diversity and Inclusion
page 150 page 85 - 88
Dividend Policy Employee Engagement
page 34 page 118
Sustainability Whistleblowing

page 92

Campany Culture

Principal decisions in 2021/22

The need to foster
business relationships
with suppliers,
customers and others

page 152
Responsible
Payment Practices
page 20 - 27
Performance Review
page 127

Modern Slavery
page 34
Sustainability
pageé-7

Our Business Model
page 118
Whistleblowing

action that best leads to high standards of business conduct and success
of Severn Trent in the long term, The principles underpinning 5172 are
not only considered at Board level, they are part of our culture. They are
embedded in all that we do as a company.

The differing interests of stakehelders are considered in the business
decisions we make across the Company, at all levels, and are reinforced
by our Board setting the right tene from the top. All of the Board's
significant decisians are subject to a 5172 evaluation to identify the
likely consequences of any decision in the long term and the impact

of the decision on our stakeholders.

In performing their duties during 2021/22, the Directors have had
regard to the matters set out in $172 of the Campanies Act 2006. You
can read more on how the Board had regard to each matter, during
the year, as follows:

The desirability of the
Company maintaining
a reputation for high

The impact of the

Company’s aperations The need to act fairly

on thec ity and dards of as between members
the environment business conduct of the Company
page2-5 page2-5 page 72-81
Purpose and Yision Purpose and Vision Stakehsolder
page 34 page 118 Engagement
Sustainability Whistleblowing page 81
page 35 - 45 page 118 Annu_a!General
TCFD Internal Controls Meeting
150
page 34 page .
Sustainability Dividend Paticy
page 34

Sustainability

The principal decisions taken hy the Board in the year are detailed on pages 100 to 101 of the Governance Report.

Our approach below sets eut how the Board is supported in carefully considering all the relevant factors that leads to its selection of the
best course of action to ensure the long-term success of the Company:

Stakeholder engagement
activities recorded, and
detailincluded in Board
papers where appticable

The Group's culture ensures

that there is proper
consideration of the
potential impacts
of decisions

BOARD
INFORMATION

Leadership and management
receive training an (hrectors’
duties ta ensure awareness of
the Board's responsibitities

Board papers include
atable setting oyt

5172 factors and reievant
information relating
tothem

severntrent.com

BOARD STRATEGIC

The Board performs due
diligence inrelation to the
quality of the infarmation
presented and receives
assurance where appropriate

Follow up actions with
Board oversight

BOARD

DISCUSSION DECISION

5172 factors considered in the
Board's discussions on strategy,
inciuding how they underpin

long -terrm vatue creation

and the implications for
business resilience

The Chair ensures decision
makingis sufficientty
informed by 5172 factors

Engagement and dialogue
with stakehotders

S$172 reflected inour
governance documentation:

B2 SEVERN TRENT PLC

- Matters Reserved
to the Board
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- Board Committee
Terms of Reference

- Doing the Right Thing,
our Code cf Conduct
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Examples of decisions taken by the Board and how stakeholder views and inputs, as well as other 5172 considerations, have been

considered in its decision making are set out below.

Key stakeholder groups considered

Skareholders
and Investors

STRATEGIC DIRECTION STATEMENT

Context

At its Board Strategy Day, the Board considered the requirément for the
Company to refresh its Strategic Direction Statement, which had last been
published in 2007. The Board discussed initial thoughts on key trends and
identified emerging priority areas. Using this insight, the Strategy and
Regulation Team developed a draft Strategic Direction Statement for the
Board's consideration and feedback.

Customers Communities ~

Additionally, Otwat reinforced the necessity for such a document within its
PR24 guidance, including that companies’ future delivery plans should be set
inthe context of long-term strateqies.

The Board reviewed the priorities set out in the Strategic Direction Statement,
particularly the proposals 1o deliver for customers and wider stakeholders.

Consideration of 5172 impacts by the Board in its decision making
Customers:

The Board was satisfied that the Strategic Direction Statement was focused

o the Company's priority to provide safe and cansistently high-quality drinking
water to customers, ensure that supply interruption and low-pressure events
were effectively managed and ensure that bills remain affordable and
represent good value. The Board also considered that the Strategic Direction
Staterment would facilitate a continued high-gquality customer experience.

Environment and the Communities:

The Board reviewed the appropriateness of the Strategic Direction Statement
to suppert the continued protection and improvement of our region’s natural
environment, and the creation of new community resources — through
supporting local commuaity projects, giving support to vulnerable and
disadvantaged members of society and, crucially, increasing the availability
of jobs and training opportunities.

Employees:

The Board considered that the Strategic Direction Statementwould also provide
clarity to employees on its strategic pricrities which would in turn support internat
planning activity. The Strategic Direction Statement also provided clarity on the
skills and capabilities required to deliver upon the pricrities outlined, increased
employee engagement through creating an aligned Purpose for employees at all
levels of the organisation, giving back to the communities in which we serve and
reinforcing the Group’s socially purposeful culture,

Regutators:

The Board has a strong track record of engagement with its regulators in
respect of strategic topics. As such, the Board engaged with key regulators
lincluding Ofwat] on the intended approach. The Board considered that
releasing the Strategic Direction Statement as a consultation document
provided an invaluable opportunity to engage with the Company’s regulators
and broader stakeholders, and reinforce that the Company’s thinking process
was maturing but not fixed. This appreoach would also allow incorporation of
areas of interest from regulaters and wider stakeholders.

Qutcomes and impact on the long-term sustainable

success of the Company

As we enter a period of potentially increased investment across the water

sector to meet higher resilience and environmental standards, itis critical that
we have a clear view of our long-term direction. This will enable us both to plan
investments more effectively, but also to optimise our drivers of value creation
across AMPs. Our Strategic Direction Statement defines the Company we want to
be in 2050 and the supporting 30-year investment roadmap required to achieve it.

In December 2021, the Strategic Direction Statement was published for
consultation to ensure the consideration of stakeholder views were factored
into its final form.

Employees

Suppliers
and Contractors

AFFORDABILITY STRATEGY

Context

We have a range of support measures in place to help support customers who
are experiencing affordability pressures. Recent events have compounded the
financial pressures faced by our customers and communities - including high
energy prices, rising inflation, falling Universal Credit, and rising National
Insurance contributions. As a socially-responsible company that genuinely
cares about its customers and the communities it serves, the Board determined
that the Company’s Atfordability Strategy should be reviewed. The review
focused on how the Company could further improve its approach and outcomes
far customers, including increasing the number of households supported
overall and improving the way in which support is targeted. In developing our
refreshed approach, the Company engaged with all of its stakehslders, including
customers, shareholders, Ofwat, CCW and local communities, to listen to and
understand therr views and the affordability challenges they face The
Company’s strategy was then developed in full consideration of these
diseussions, with the objective of addressing affordability in the immediate
term and proposing a multi-AMP strategy to eradicate water poverty in our
region.

Regqulators Sustainability
and Government and ESG

Consideration of 5172 impacts by the Board in its decision making
Customers:

The Board considered the Company's Affordability Strategy in view of its existing
cornmitment to keep absolute bills as low as possible for all customers whilst
also delivering improved resilience, sustainability, and good customer outcomes,
by ensuring that every pound is spent wisely and efficiently. Following carefut
analysis, the Board determined that the combined impact of the affordability
initiatives would provide both: immediate support to customers experiencing
affordability pressures, through the creation of a £30 millien fund to support to
households in water poverty lcustomers that spend more than 5% of their income
after housing costs an water]; and optimisation of our secial tariff, the

Big Difference Scheme, to improve suppart provided to customers. Together
these will result in support being available far an additional 100,000 customers.
Potential impacts to customer bills were central to Board discussiens and, as
such, the Affordability Strategy was structured so as not te increase costs to any
non-water poor custemers above the level assumed in the Company’s Final
Determination.

Communities:

The Board considered the role that the Company should play in reducing water
povertyin our region by changing life chances of people in our communities

and equipping them with the experience and skills that will stand thermn in good
stead as they look to find employment opportunities. As such, it was determined
that the Affordability Strategy should alsa focus on bolstering skills capability
in our region, utilising the Academy training facility to support this activity and
improve skills across the region we serve. [t was alsc censidered that promotion
of the support programmes should be enhanced at a3 community level to ensure
those in difficulty are aware of our support schemes and also reduce issues
around access or social stigma.

Investors:

The Board carefully considered the need to deliver value for customers and
shareholders As such, the Board determined that the Affordability Strategy
should be funded within the existing Business Plan revenue in AMP7, whilst
still delivering benefits to customers five years ahead of the Cornpany’s 2030
commitment and delivering the Company’s five-year plan, strong RoRE
performance and, crucially, with no increase in cost to any non-water poor
customners above the level assumed within the Final Determination.

Regulators:

The Board has a strong track record of engaging with its regulators in respect of
strategic topics. As such, the Board engaged with key regulators (including Ofwat
and CCW), who indicated their support to the affordability proposals. The Company
also engaged with local Government and MPs in respect of the praposats.

Outcomes and impact on the long-term sustainable

success of the Company

Qur Affordability Strategy will provide financial support for the most financially
vulnerabie customers in our region. The combined impact of these initiatives
wilt mean that we will be able to support around an additional 100,000 of our
customers and help Lift them out of water poverty, at no increase in costs above
these assumed in our Final Oetermination to cur non-water poor customers.

You can read more about our Affordability Strategy on page 28.
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Key stakeholder groups considered

Custoemers Communities Shareholders

and Investors

GETTING RIVER POSITIVE 8Y 2030

Context

Waste water systems provide an essential service, supporting the day-to-day
routines of our customers and protecting the envirenment, public health, and
homes from flooding. These systems are facing increased stresses from climate
change and population growth, and there i5 growing public, media and political
attention on the water quality of the nation's rivers. There is also a shiftin
communities” attitudes towards rivers, evidenced through an increased focus on
river quality, and the main contributors to river health, and the desire for more
recreational use

As a scciatly-responsible company that genuinely cares about the environment and
the communities it serves, the Board reviewed the Company’s Cleanest Rivers
Programme, with the objective of bringing tagether the people and activities involved
in river protection, driving the rapid evolution of aur river management activities and
improvernents, and ensuring that capacity and capabilities are in piace 1o manage
the magnitude and pace of change required to becorne River Positive in the future.

Consideration of 5172 impacts by the Board in its decision making
Environment and the Communities:

Employees

The Board considers updates in respect of envirenmental perfermance at every
Board meeting. The Board also considered dedicated River Quality updates
throughout the year and, further to these, agreed that a Cleanest Rivers
Programme should be considered, with the objective of developing a strategy to
protect our region’s rivers, create more opportunities for communities to enjoy
our region’s rivers, and provide new habitats so wildlife can thrive.

The Board afso reviewed the arrangements for the dedicated NGO advisory
body being constituted to oversee this activity, with the objective of ensuring
that the river quality information stakehalders wanted was in place and
available on the Company’s website by the end of 2022.

Company employees:

Our people are passionate about making a positive impact on the communities
and the environment where we live and work, including rivers within our region.
Cur River Ranger Team is now established and is aiready proving an invaluable
resource in helping monitor river quality, being the eyes and ears on key
aspects of our asset base and establishing strong community relationships to
help challenge customer perceptions ang behaviour. Additionally, employees
regularly participate in river health campaigns through our established
volunteering programme.

The Board and Remuneration Committee considered potential mechanisms to align
employees’ interests with our river health commitments and determined that these
should be incerporated into company-wide remuneration arrangements to align the
activities of all employees te support delivery of the Cleanest Rivers Pregramme
After carefui consideration, the Remuneration Committee approved changes to the
Annual Bonus Scheme measures and targets to align with the Company’s river
health commitments. You can read mare about these changes on page 141

Regulators:

The Board has a strong track record of engaging with its regulators in respect
of strategic topics. As such, the Board consulted extensively with NGOs,
regulators, and other key stakeholders and river user groups to capture therr
views in respect of the Company’s approach to river health. The views of these
stakeholder groups were cansidered by the Board in the development of the
Company’s River Pledges. The Company aiso engaged with other companies
within the sector, including Anglian Water, to develop a shared approach and
learn from the experiences of other companies

Outcomes and impact on the long-term sustainable

success of the Company

Qur Get River Positive commitments have heen developed in full consideration
of our stakeholders - including customers, local communities and campaign
groups - through establishing the following five pledges:

- Ensure storm overflows and sewage treatment works do not harm rivers;
- Create mere opportunities for everyone to enjoy our region’s rivers;

- Support others to improve and care for rivers;

- Enhance our rivers and create new habitats so wildlife can thrive; and

- Beopenand transparent about performance and our plans

Gur five pledges are underpinned by a range of measures and metrics
developed with partners and stakeholders, addressing our customers’
concerns and taking a leading role 1n ensuring that our region’s rivers
are as healthy as possible. You can read more on page 17.
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CLIMATE CHANGE - PROGRESS AGAINST NET ZERO PLAN

Context

Climate change is at the centre of many Board consideraticns and its decision
making throughout the year, Sustainability-related discussions take place at
all Board meetings and the Chair of the Corporate Sustainability Committee
provides a detalled update on sustainability matters at every Beard meeting,
through a standing agenda itern. Throughout the year, the Board held seven sessions
dedicated to climate-related risks and opportunities and sustainability-related
topics.

At the April 2022 Board meeting, the Board considered an update in respect of

the Company’s Net Zero Transition Plan, including the leading role taken within
the sector and UK economy to drive down GHG emissions, At that time, the Board
discussed progress made during the year - including improving our understanding
of the key drivers of our process emissions, creating credible, innovative solutions
to reduce, replace, remave, and offset GHGs. The Board scrutinised the Company’s
plans to deliver its net-zero cammitments within the required timeframe, and the
innovative trials underway to bring GHG reduction activity into operations.

Consideration of 5172 impacts by the Board in its decision making
Customers:

Cur customers have tald us that they expect us te protect and improve the
environment and that our response to climate change is impartant to them.
The Board tock this response inta accaunt when approving the Strategic
Direction Statement in which we identify priority areas for our business that we
believe ara key to delivering for our customers, ensuring resilience against the
chatlenges of the future, and fulfilling our wider environmental and societal
goals. The Strategic Direction Staterment both informs and guides our future
strategy and long-term investment plans, and shapes cur adaptive pathways
and long-term delivery strategies, ensuring we continue to deliver safe and
consistently high-quality services to our customers.

Environment and the Communities:

The Beard considers updates in respect of environmental perfermance and the
Company’s activity to achieve its Net Zero Transition Plan commitments at every
Board meeting. The Board also considered a dedicated Net Zero Transition Plan
update during the year.

Company employees:

Our people are passionate about making a positive impact on the communities
and the envirenment where we live and work, including delivery of our Net Zareo
Transition Plan comrmitments. This is supported by our transparent remuneration
framework that aligns reward and incentive structures throughout our business
from our front-line operatives through to our Executive Team, ensuring that every
employee is incentivised and rewarded to deliver the same objectives. In order
to align detivery of our Net Zero Transition Plan with the interests of our
employees. sustainability-based performance measures are builtinto the
Group's remuneration policies. You can read more on page 130

Regulators:

The Board has a strong track record of engaging with its regulators in respect of
strategic topics. As such, the Board consulted extensively with regulators, suppliers
and other key stakeholders to understand their views in respect of the Company’s Net
Zero Transition Plan. The views of these stakeholder groups were considered by the
Board in consideration of progress made during the year. The Company also engaged
with other companies within the sector and our supply chain to develop and share ideas
and learn from the experiences of other companies in developing its approach.

Investors:

Investors demand that our external commitments stand up to scrutiny when
benchmarked against the best companies globally and eur approach to achieving
net zero is credible to cur stakeholders, including expert climate bodies and our
investars, who voted in favaur of our approach to climate change at the 2021 AGM,

Qutcomes and impact on the long-term sustainable

success of the Company .

As we enter a period of potentially higher investment across the water sector,
Itis critical that environmental and climate change factors are incorporated
into investment decisians. Many of our intended delivery activibies are still in
relative infancy Innovation and collaborative working across the globe will be
required to tackie some common problems, as well as co-operation from our
supply chamn partners. Broader macro and geopalitical considerations will
have a bearing on potentially compeling Government priorities for net zero
and energy security. Continual oversight of the Company’s plans in
considerabion of these factors is built into the Board ferward ptan.
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OUR PEOPLE

OUR PEOPLE

Our people are fundamental to taking care
one of life’s essentials and we believe our
culture is what makes us special.

Our teams are passionate about the positive
role they can play in helping customers and
communities thrive and they care that we
create an environment where everyone

can feel comfortable to bring their whole
self tu work.

This section is dedicated to showcasing our people and cur
culture. You can read more about how we have listened to and
engaged with our colleagues on page 77.

Keeping our people safe and well

We believe passionately that no one should be hurt or made uawell
by what we do, and our people have dane a great job of keeping
themselves and those around them safe, with a total of 19 LTls this
year, cur best ever performance. Though 19 of our colleagues getting
hurt whilst working is still too many, we delivered a 10% reduction in
LT!s compared with the last performance year.

We have seen consecutive year-on-year improvement since 2418/19
following the refresh of our already established Goal Zero strategy.
We have detivared a 50% reduction in LTIs since the Launch of our
refreshed strategy, and a 42% reduction in allincidents since
2019/20, giving us confidence that our strategy will continue to

drive improvement in performance year-on-year.

At the start of the COVID-19 pandemic, we committed to no
furloughing, ne redundancies, honouring of eur alt-employee
banus and agreeing a 2.3% annual pay increase for three years for
our front-line teamns, with 2022 being the final year of that deal.
Our Severn Trent celleagues have been remarkable throughout
the pandemic and we have continued to support them through

a comprehensive approach to health, safety, mental wellbeing

and financial security as they have returned to aur offices.

If there are any positives to come from a global pandemic, it seems
that we are all more aware of our wellbeing than ever before. Following
the success of our ‘'Caring for our Colleagues’ campaign and "Share

a Smile’ initiative over the last two years and having received great
engagement from our colleagues, this year we launched our ‘Tapinto
Wellbeing’ programme, designed to showcase the five key ways that
our colleagues could all help to look after their wellbeing.

In August 2021, we launched YuLife, a new free wellbeing app offering
our employees 24/7 virtual GP services, mental wellbeing support,
nutritionist cansultations and rewards for daily healthy activities.
Since we launched the app, a quarter of our employees have now
downleaded it, with the figure continuing te grow manth on month.

fn April 2022, we introduced our new Severn Trent Elective Treatment
Fund, a temporary, short-term solution aimed at offering financial
support for our colleagues, for a range of elective treatments that
have been significantly and disproportionately affected by the
increased NHS waiting lists as a result of the pandemic.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Top 10%

Our employee engagement
survey ranked us in the top 10%
of utility companies globally.

10%
reduction

in Lost Time Incidents
compared with 2020/21%
[our best ever LTl ratel.

8.2

Achieved 8.2 qut of 10
employee engagement
scorein our QUEST results.

Introducing our first
specific PPE headscarf

We were delighted to support and welcomne the additian

of our {industry first) personal protective equipment [‘PPE’}
headscarf, designed by our very own Aminah, when she
found there was no PPE headscarf option for her to wear
when visiting operational sites.

We have made the product avaitable to our 7,000 plus
workforce to have as part of their usual PPE kit and are
pleased to see others in the industry foltowing suit.

Aminah said, "It's really important that to run a successful
business there's different people from att walks of life whe
bring different experiences and knowledge. That's why it's
really vital that people know they can be themselves at
work, which is why something like the PPE headscarf will
hopefulty show athers that, working at a place like Severn
Trent, you will feel included.”
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OUR PEOPLE CONTINUED

Wonderfully You - providing a diverse
and inclusive place to work

At Severn Trent, we positively celebrate diversity and inclusion,
and embrace individuals’ contributions, no matter what their
age, gender, race, ethnicity, disability, sexual orientation, social
background, retigion or belief. Having a culture that enahles
individuals to be really comfortable in being themselves is a vital
part of our future success.

Our Oiversity and {nclusion (‘D& strateqy is included within our
Sustainability Framework under the 'Providing a Safe, Inclusive and Fair

Place to Work’ pillar. In September 2021, we launched "Wonderfully You',

our new D&l ambition, which for the first time alse Tncludes targets.

Our diversity ambition is to reflect the communities we serve.
Success means we can feel comfortable that we are tapping into
every available talent poolin our community, and that we can best
serve our customers because we understand all their needs. Our
plans to achieve that include widening our cutreach programmes so
that we attract more applications from under-represented groups,
breaking down some of the historical stereatypes that might prevent
people from considering certain career paths, and making sure that
we have a level ptaying field at the selection stage.

Our ambition for inctusion is to develop and maintain a fair working
environment where everyane can succeed. We measure our progress
through our engagement survey and monitar the parity or disparity
between different ethnicities and genders, Reverse mentoring and
our employee advisory groups have alsa helped to give our employees
a voice across the organisation so that we can educate each other
ahout our differences and have a say in our company palicies

and procedures.

Over the last year, we have put particular focus on championing the
voices of colleagues from diverse backgrounds. We now have four
active employee advisory groups for LGBTQ+, Ethnicity, Disability,

and the new additien of our Women in STEM and Ops group. You can
read more about our attendance at the STEM Women's Online Careers
Fair on page 78.

Each group is sponsared by an Executive Committee member and has

a voluntary employee Chair, They work alongside external experts like
the Disability at Work Charter and Stonewall ta help shape our policies
and interventions. They have been fundamental to our progress so far

and, gaing forward, we see them playing an even more active role.

We are proud of sur track record on gender diversity. We were delighted to
be recognised as the top FTSE100 utility company for both representation
of women on the Board and combined Executive Committee and direct
reports in the FTSE Women Leaders Review 2022, Severn Trent remains
just one of four cornpanies in the FTSE100 1o have a female CEO and Chair,
and is just one of eight to have a female CEQ at the helm.

As at 31 March 2022, our Executive Team comprised four female and five
male members {44% and 56% respectivelyl. 17 members (44%)] of our senior
leaders were female and 22 were male [56%). Female representation in the
Group was 29% [2,321 women), with male representation at 71% (5,248 men].
Five members of our Board were female [50%] and five were male (50%].
Page 113 sels out a gender breakdown of Directors, senior managers [as
defined in the 2018 UK Corporate Gavernance Coge and Companies Act
2004) and employees of the Company at as 31 March 2022.

Qur November 2021 emiployee engagement survey resutts showed
that we are still well ahead of benchmark en both engagement
[8.2 against a benchmark of 7.8], and our equality measures

(8.7 against a benchmark of 8.1). Females now score higher

than males, at 8.8 compared with 8.7, but we still have work to do
on minority ethnic inclusion parity where there is still a gap. To
tackle this, we have developed and piloted a package of measures,
including extensive D&l engagement sessions for our leaders.

Wonderfully You D& Champions Event
at the Academy

During the year, we hosted our first Wonderfully You D&I Champions
event at the Severn Trent Academy. Over 75 colleagues from the
business came together to understand our current D& position,

our targets and how they could help us create a truly inclusive
workplace, It was a hugely moving and powerful event as colleagues
openly shared their stories and the averwhelming support they have
felt working at Severn Trent.

We are pleased to have been recognised externally in several indices for the progress that we have made:

i 5th_

Social Mobility Employer Index

Consistently
in the top 10

Ranked 1 St inthe

Tortoise Responsibility100 Index
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el 3

out of 5 overall on Glassdoor

40th

Stonewall Workplace Equality Index

Climbed 374 places
in two years

cres 161

in Equileap’s Gender Equality
Global Report
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Attracting and retaining talent

An inclusive environment is the foundation of a truly diverse
arganisation, with all of the rewards that brings. Whilst the
recruitment market has been buoyant after COVID-19 and Brexit,
ourin-house recruitment model has proven beneficial, enabling us
to continue to attract and retain quality talent. Our team of in-house
recruiters are able te work directly with candidates, demonstrating
our Purpose and culture first-hand and attracting individuals who
embody our Values. Qur successful in-house model has also enabled
us ta ensure our D& ambitions remain a priority.

Long term, one of our greatest epportunities to improve diversity

is through our New Talent Programmes. While not all our graduates
and apprentices come straight from school, our work in schools

and colleges is helping to improve the diversity of our intakes, Our
apprentice ethnicity is above the sector average of 7%, at 9.4%, and
we have almost tripled the number of females in apprenticeship roles
during the year. We have made female appointments for the first time
in our Leakage and Farm Liaison Teams, and have an ‘all female’
intake in the Visitor Experience Team. We are committed to making
our apprentice intake much more diverse in the future, with a specific
focus on attracting more women inte the mainly pperational
apprenticeships that we have for 2022.

As part of the #10000Blackinterns programme, we will welcome 72
students on 8 - 12 week internships this summer. We are working
with the business to ensure we provide the optimal experience for
all of ourinterns and wilt be keeping in touch with them in the hope
that some will join us permanently once they complete their degrees.

In 2021, we announced that we had embraced the Government
Kickstart Scheme with our ambitious plans to support 500
unemployed 16 to 24 year-alds into employment with paid work
experience and skills development - cur first set of ‘Kickstarters’
joined us in January 2021. We are delighted that to date 340
‘Kickstarters” have joined us, with 40% of those having secured
jebs or gene back into education. We have also offered an additional
77 graduate and apprentice placements this year, our widest intake
ever and across the widest range of rales.

Green Recovery recruitment event

In October 2021, we were pleased to run a recruitment event to support
our Green Recovery programrnes at the NEC in Birmingham. We
publicly promoted the event as well as approaching potential candidates
on LinkedIn to invite them along. Each of our Green Recovery project
leads gave presantations, with our wider resourcing team engaging
with potential candidates and capturing their details so that we could
follow up with them on relevant vacancies.

It has been our most successful recruitment event to date, with over
100 people attending, resulting in 37.5% of the hires being female and
18.75% being from a minority ethnic background. Appointments have
been made for a wide variety of roles from engineers, customer
liaison officers, frontline operatives and project management roles.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Fairly rewarding our people

In 2021, we published our Gender Pay Gap Repart highlighting

a continued reduction in the median gender pay gap between women
and men for the fifth consecutive year. The Report shows a median pay
gap of 9.1%, down from 9.3% in 2020, as it continues to be positively
impacted by a high proportion of women within our management and
senior management roles. Severn Trent is proud to have such strong
female representation throughout our senior management team, and
we believe we have created an environment where women can thrive,
develop their careers and act as role models to others looking to join
the industry.

Over the same period, we have seen a slightincrease in our mean
gender pay gap, partly due to small changes within our Executive
pepulation. Qur total number of employees grew by 2.1%, with the
number of wormen grewing by 2.3%, and men by 2.0%. As the fastest
growing guartites were the lower middle quartile for women, and the
upper quartile for men, this also centributed to the higher mean
gender pay gap this year.

We have been working hard to create

a consistent framework which includes
transparent pay ranges to supportus
In measuring cur fair pay processes,
The full Gender Pay Gap Report canbe
found on the Severn Trent Plc website
and further information regarding
employee pay can be found in our
Directors’ Rernuneration Report on
pages 128 to 148.

We look forward to sharing our
ethnicity gender pay gap once
Government legislation is published,
to ensure that aur reporting is
consistent with best practice.

All of our employees have the opportunity to become part-owners
of the Company through our popular Sharesave scheme and an
amazing 73% participate, with 26% of participants saving the
maximum of £500 per month. A total of 3,870 empioyees applied

to join the latest scheme during the invitation window, representing
53% of etigible employees. We are especially delighted that so many
employees decide to retain their shares - 73% of our employees are
also shareholders in the Company.

of our employees participate
in our Sharesave scheme.
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OUR PEOPLE CONTINUED

Developing our people

This year we celebrated the first official birthday of our Severn Trent
Academy at Hawksley Park. The Academy opened in February 2021,
supporting our ambition to be a socially purposeful company in all
that we do, giving back to the communities we live and work in, and
providing opportunities for people ta learn, retrain and develop with
us in our industry.

During the pastyear, over 17,000 learners have passed through

the doors, we have hosted over 2,600 events and we have committed
to delivering 100,000 hours of free employability training for our
communities. We have made some wonderful partnerships in the
delivery of our community offer. An example of true collaboration

is our relationship with the charity Sense, helping to ensure

our learning is accessible to all. You can read more about our
partnership in the case study apposite.

Everyone learns in different ways and that is why the Academy
goes beyond classroom learning, using a combination of the latest
technology, with virtual reality, simulation and anline learning.
We have developed some exciting virtual reality tearning solutions
for manual handling, sewage treatment and chemical deliveries,
offering a safe place for individuals to practice and build essential
practical skills.

Operatives developing their skilis on the training rig at The Academy

19,000 12.5%

Number of Learning Hours of Future Leaders Programme
cohorts having been promoted
te a line management position

As part of our Academy offering, we also facilitate mentoring and
coaching, helping employees develop or giving them the chance
to help develop others.

To continue to build long-term skills resilience, we remain one of
only two water cempanies who are fully aceredited and delivering
apprenticeships as an employer apprenticeship provider, meaning we
can add Ofsted to pur list of regulators and can new deliver our own
apprenticeship pathways for waste treatment and water netwarks.

Future Leaders Programme

We have recently designed and implemented our six month Future
Leaders Programme, designed to help those who do not have line
management experience develop their skills in a practical way so they
can successfully step into their first manager role within twelve
menths of completing the programme. Since its launch in July 2021,
we have completed two cohorts consisting of 32 pecple, with four peoplé
having already been promoted to a line managament position.

88 SEVERMN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

Sense

In October 2021, we partnered with the national UK charity Sense,
to hetp ensure the learning that we provide to colleagues and
communities is maore accessible and to provide us with resources
ta be able to better support and provide learning around disability
awareness. Through this exciting partnership, Sense will help
Severn Trent deliver workshops on Bifferent Assistive Technologies,
Disability Awareness and Deaf Awareness, as well as e-learning
modules such as Introduction to Different Communication Styles
and Basic BSL learning videos. Although in the early stages of our
partnership, we have already been shortlisted in the Partner of
the Year category for the Sense Awards.

Zoe Bates, Employment and Benefits Co-ordinator at Sense,
said, "It has been a great privilege to work with Severn Trent,
and assist them in their learning and training programmes,
specifically working to make them accessible to people with
complex disabilities. It is an excellent opportunity for both Sense
and Severn Trent to collaborate to improve the employment gap
of people living with complex disabilities in the local community.”

Senior management development

Having assessed the collective strengths and development areas of
our Senior Management Team ["SMT'], we have been hosting a series
of masterclasses as part of our SMT Development Pathway. These
sessions focus on a range of areas, including regulation; sustainability;
financial management; coaching, and personal growth and development.
The masterclass approach, run by SMT members for their peers, has
received positive feedback.

Listening to our people

Providing opportunities for our employees to stay connected to

the direction of the Company and be invalved in business decisions
is a key part of our culture, and we are always looking for new and
aifferent ways for the Board to engage with employees from across
the business. You can read about how we have engaged with our
employees throughout the year in cur dedicated stakeholder
engagement section entitled ‘Engagement in Action - Our
Colleagues’, on page 77.

Remuneration: Find out more

The Cermnpany Remuneration section, in the Oirectors’ Remuneration
Report, sets out the steps we take to make sure that our pay and
reward framework, below Executive and senior management, is
transparent in 2 way that is meaningful and useful. You can read
mare on pages 138 to 139,



STRATEGIC REPORT GOVERNANCE REPORT GROUP FINANCIAL STATEMENTS COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

NON-FINANCIAL INFORMATION STATEMENT
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This section of the Strategic Report constitutes the non-financial information statement of Severn Trent Plc, produced to comply with
sections 414CA and 414CB of the Companies Act. The information listed in the table below is incorporated by cross reference,

REPORTING POLICIES AND STANDARDS WHICH
REQUIREMENT GOVERN ODUR APPROACH
STAKEHOLDERS - Qur Customer Policy outlines how cur pecple are responsible in ensuring

we keep cur promises and deliver great customer service,

- Our Group Data Protection Policy supports our people in protecting our employee
and customer data when performing their work and making decisions.

- Qur Group Commercial Policy outlines what is expected of these involved in
procurement activities, enabling them to uphold our Values and maintain proper
standards cof fairness and integrity in our relationships with all stakehelders.

ADDITIONAL INFORMATION
AND RISK MANAGEMENT

Stakeholder Engagement, pages 72 to 81
Section 172 Statement, pages 82 to 84
Key Activities of the Board, pages 100 to 101

ENVIRONMENTAL - Our Group Environment Policy supports our environmental plans and our

MATTERS commitment to environmental leadership. It sets out guiding principles of how we
as a Group operate to protect the environment and the commitments our people
need to consider when performing work activities and when making decisions,

Sustainability Framework, pages 34
Corporate Sustainability Committee Report,
pages 124 10 127

Sustainability Report, severntrent.com

Our TCFD Disclosures, pages 35to 45
Stakeholder Engagemnent, pages 72 to 81
Section 172 Statement, pages 82 to 84

EMPLOYEES - Group Heatth, Safety and Wellbeing Policy - We believe no one should be

hurt or made unwell by what we do and this policy outlines expectations of
all employees to ensure we achieve our Goal Zero.

- Group Speak Up Policy - Qur Values are an essential part of Severn Trent, and
we take seriously any reports about illegal practices or inappropriate conduct.
We encourage our colleagues to Speak Up if they are worried about wrongdoing
affecting our company, customers, colleagues or suppliers.

- Our Group HR Policy autlines cur commitment to maintaining a work culture
that is diverse and inclusive, supportive and nurturing, and which makes the
most of everyone’s growth potential.

Qur Peaple, pages 8510 88

Stakeholder Engagement, pages 72 to 81
Gender Pay Gap, page 87

Culture, page 92

Governance Report, pages 90to 152

Audit and Risk Committee Report, pages 115
to 121

Directers’ Remuneration Report, pages 128
to 148

RESPECTFOR - Anti-Slavery and Human Trafficking Statement, available on our website
HUMAN RIGHTS - Diversity and Inclusion Policy - Wondertully You

Governance Report, pages 9010 152
Carporate Sustainability Committee Report,
pages 12410127

ANTI-CORRUPTION - Gur Group Financial Crime and Anti-Bribery and Anti-Corruption Policy
AND BRIBERY outlines acceptable and non-acceptable behaviours to ensure compliance
with anti-bribery and anti-fraud laws,
- Qur Group Conflicts of Interest Policy provides guidance around managing
conflicts of interests arising frem obligations pursuant to the CAZ006, the 2018
Code and FCA rutes and guidance.
- Qur Group Security Policy aims to minimise the likelihood of a threat
being realised through the use of appropriate security selutions.
- Group Competition and Competitive Information Policy - We take
our position within the market, and cur compliance with cempetition
and antitrust laws, seriously. In everything we do, we strive to deo it
with openness, fairness and honesty.

Governance Report, pages 9010 152
Audit and Risk Committee Report, pages 115te
121

S0CIAL MATTERS - Doing the Right Thing, our Code of Conduct, helps us put our Vaiues
into practice and embody the principtes by which the Group operates,
and provides a consistent framework for responsible business practices.
- Group Environment Policy
- Customer Policy

Sustainability Framewaork, pages 34
Corporate Sustainability Committee Report,
pages 124 to 127

Directors’ Report, pages 149 to 152
Sustainability Report, severntrent.com
Stakeholder Engagement, pages 72 to 81

DESCRIPTION OF
PRINCIPAL RISKS
AND IMPACT OF
BUSINESS ACTIVITY

Our Approach to Risk, page 5% to 60
Principal Risks, pages 61to 66
Emerging Risks, pages 67

Our Business Model, pages 60 7

DESCRIPTION OF THE
BUSINESS MODEL

Our Business Model, page é6ta 7

NON-FINANCIAL KEY

Strategic Report, pages 1 ta 89

PERFORMANCE Our Performance and Key Perfarmance
INDICATORS Indicators, pages 20 te 27
The policies mentioned above form part of Severn Trent’s Group Approval

policies, which act as the strategic link between our Purpese and
Values and haw we manage our day-to-day business. During the year,
the Board determined that the policies remain appropriate, are By order of the Board.
consistent with the Company’s Values and support its long-term

This Strategic Report was approved by the Board.

sustainable success, mm

Bronagh Kennedy

Group General Counsel and Company Secretary

24 May 2022
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CHAIR’S INTRODUCTION
TO GOVERNANCE

Christine Hodgsan
Chair

Purpose beyond the pandemic

Behind the headline, our Purpose has
remained consistent and deeply embedded
throughout the COVID-19 pandemic, enabling
us to focus on the long term, whilst
adapting to the new world around us in
order to make a positive difference for

all of our stakeholders.

Board focus areas in 2021/22

- Scrutinised operational performance at every meeting.

- Considered the Company's approach to addressing society’s
expectations in relation to river quality.

- Reviewed the Group's strategy, five-year plan and budget.

- Scrutinised progress against the Board's cbjectives and ensured
they continued to align with the Company’s Purpose and Values.

- Discussed and reviewed reqular updates on the Group's culture
and employee engagement, including satisfying itself that
workforce policies and practices were consistent with the
Company’s Values and culture.

- Considered our Affordability Strategy to ensure the Company
continues to support our most vulnerable customers in the
post-pandemic environment.

- Reviewed the role the Company must play in the Levelling Up
agenda, including opportunities within under-invested areas of
our region.

- Discussed and reviewed regular updates on the Group's Green
Recovery programme and individual projects.

- Appointed Gillian Sheidon and Tom Delay as Independent
Non-Executive Directors and ensured the Nominations
Committee oversaw that effective induction programmes
were designed and delivered.

Read more about the key activities of the Board
on pages 100 - 101,
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This year has taught us some valuable lessons and underlined

the importance of cur Purpose in everything we do. Qur strategyis
working and we are confident that we are in a strong position for
the challenges and opportunities ahead. As the effects of the
COVID-19 pandemic continue to present themselves, the Board
remains focused on ensuring that Severn Trent is a successful,
sociatly-purposeful company, making long-term decisions far

the benefit of all our stakehoiders.

The development of our Board objectives during the year has
strengthened our commitment to our Purpose of ‘taking care of one
of life's essentials’, which comes to life through our Values of Having
Courage, Embracing Curiesity, Showing Care and Taking Pride. Qur
Values are integral to the way we behave and the way we do business,
in order for us to promote the long-term success of the Company.

The Board spent time considering a number of impertant strategic
topics during the year, and you can read more about the key activities
of the Board on pages 100 ta 101.

Corporate governance

The Group’s long-term success depends on our cammitment to
exceptional corperate governance standards, which underpin the
confident delivery of everything outlined within this Annual Repaort.
We do not see governance as something we do because we have

to. We see it as something that is ingrained in the way we behave, how
we make decisions, how we run our business and, ultimately, how we
buitd trust. The Board is fully committed to open and transparent
reporting and we welcome enhancements to the corporate
governance landscape, including any future outcames from the
Department of Business, Energy and Industrial Strategy ['BEIS’]
consuttation on ‘Restoring trust in audit and corporate governance’.
Twe themes in particular remain central to our governance approach
- living cur Purpose and culture, and balancing the interests of our
stakeholders.

Living our Purpose and culture

As outlined within my Chair’s Statement on pages 11 to 13, the
opportunity to meet employees throughout the year has highlighted the
clear sense of Purpose we have at all levels of our organisation - from
our frontline operational teams to the Boardroom. Our Purpose of
‘taking care of one of life's essentials’, farms the foundation of our
relationships with stakeholders - including our customers,
communities, suppliers, investers, regulators and our people. And this
Purpose has remained consistent throughout the COVID-1% pandemic,
enabling us to focus on the long term, whilst adapting to the new warld
around us, in order to deliver mutual benefits for our stakeholders. |
was fortunate to be able to meet many of our people this year, and when
listening to them, it is clear that they are wholly connected to our
Purpose - evident in the dedication they have shown in delivering for
our customers and the loyalty they have shown to Severn Trentina
challenging labaur market.

The Board places great importance on ensuring that our culture is
established throughout the Group, aligned across directorates and
demonstrated withsn teams. Our participation in the Cempany Forum
lour warkforce engagement mechanism}, our review of QUEST
engagement results, our '‘Ask Our Board' session and the range of site
visits we undertook throughout the year are all erucial to understand
our culture and how this flows through inta the essential services we
provide, the enviranment we protect and the communities we support.
Pages 92 and 93 set out in more detail how our culture is interwoven .
inall we do
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In addition, the Board recognises the need to foster an inclusive
culture and encourages all colleagues to bring their whole selves to
work, fulfil thelr potential and perferm at their best. The COVID-19
pandemic has shone a light on issues such as mental health, racial
equality and the importance of maintaining work-life balance.

The Board and Executive Team have applied focus to these topics
during the year. This important work is fecused on careers and career
progression for colleagues from minecrity ethnic, LGBTQ+ and
disabled groups and women working in Science, Technelogy,
Engineering and Mathematics [[STEM') and Operational roles, We have
also embraced the Government Kickstart Scheme, with ambitious
plans to support 500 unemployed 16 to 24 year-olds into employment
with paid work experience and skills development. The Board enjoyed
an engaging and informative visit to the new Severn Trent Academy in
April 2021 to observe the range of programmes available to develop
and support our people and nurture leaders of the future, with a
particular foeus on careers and career progression, and creating a
working environment where everyone can thrive. You can read more
on pages 85to 88.

Stakeholders and sustainability

The Board values the insight gained fram stakeholder engagement
and places significant importance on maintaining close relationships
with stakeholders, taking account of and responding te their views.

1 am delighted that, following the easing of restrictions, | have been
able to meet a range of stakeholders over the past year, including
shareholders at our AGM, employees during site visits and investors
at our Capital Markets Day and Governance Readshow. | also met
with our key regulaters, including Ofwat, DWI, CCW, Defra and the
EA during the year, and many of our regulators also attended our
Board meetings. We continue to listen to these stakeholders and
their insights help shape our strategy and the decisicns we take as

a Board. It is not always possible to provide positive outcomes for all
stakeholders and the Board sometimes has to make decisions based
on competing priarities. Our stakeholder engagement processes
enable Board members to understand what matters to stakeholders
and carefully consider all the relevant factors and select the course
of action that best leads to the highest standards of business conduct
and success of Severn Trentin the long term, Our approach te Section
172 (51727} of the Campanies Act 2004 is set out on pages 82 to 84 and
provides examples of decisions taken by the Board and how
stakeholder views and inputs as well ag other 5172 considerations
have been taken into account in its decision making.

During the year, | have also enjoyed meeting customers and
individuals from our lacal communities who undouttedly share our
views on prominent sustainability topics such as the envirenment,
river quality, Levelling Up and affordability.

The Board is responsible for overseeing the delivery of the Group's
Sustainability Framewaork and, as such, sustainability is a key theme
of Board and Committee discussions. The role and responsibilities of
the Board and each of its Committees in relation to sustainability is
set out within our decicated Sustainability Governance Framework
on page 34,

Our bold sustainability ambitions are deeply rooted and owned
across the whole of the Company and placed right at the heart of

our governance. We strive for excellence in these areas and we
welcome collaboration with our employees, suppliers, customers
and external partners to learn from each other and achieve our
ambitions in an efficient and effective way, Our partnership with

the Birmingham 2022 Commonwealth Games is one example, as

is the work we are centinuing to undertake in relation to river quality.
At our 2021 AGM, over 99% of shareholder votes cast were in favour
of our long-term approach to climate change, dermonstrating the
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emphasis placed on climate change within our overall governance
agenda. The Board is focused on the leading role the Company must
play in addressing the impact of climate change and the contribution
we can make as a business te mitigate our own impact and that of our
supply chain and adapt to the challenges that climate change may
bring in the future. Further detail on our climate change action plan
can be found within our dedicated Sustainability Report, which will be
published in mid-June.

The Board

My angoing focus is to maintain a strong, value-adding Board, with

a diverse range of professional backgrounds, skilis and perspectives.
Angela Strank retired from the Board on 31 March 2022, having
served on the Board for over eight years. On behalf of the Beard,
[wauld like to thank Angela for her service to Severn Trent and her
valuable contributien to the Board's work, and also in her capacity

as the Chair of our Corporate Sustainability Committee.

We continued to make good progress with succession planning

and the evolution of the Board and its Commitiees this year, and
were delighted that Gillian Sheldon and Tom Delay joined the Board
in November 2021 and January 2022 respectively. Their extensive
induction programmes are underway and further detail can be
found on pages 108 to 109. Diversity remains a key consideration in
our succession planning and whilst our female representation on the
Board dropped following Angela Strank’s retirement from the
Board in March 2022, we still exceed our Board Diversity Policy
target of 40% femate Board Directors. Further detail on Board
changes made during the year and Board diversity can be found

in our Nominations Committee Report on page 113, !

The Nominations Committee alse considers succession planning
for the Executive Committee and other key roles within the senior
leadership team, as well as initiatives underway to develop talent
internally. The Group has robust succession plans in place, with
credible succession plans in place for all key roles.

Our annual Board Effectiveness evaluation concluded that the Board
continues to operate effectively. You can read mare about the pracess
and outcomas of this year’s evaluation on pages 1046 to 107.

Looking forward

Throughout its discussions this year, the Board has spent a significant
amount of time considering the impartant role the Company must
play to thrive in the post-pandemic economic recovery, As a Board,
aur everarching objective is to ensure that Severn Treat remains

a successful, socially purpoeseful company, making decisions for the
benefit of all our stakeholders and promoting the loang-term success
of the Company. | would like to thank all of our stakeholders again this
year - our customers, communities, shareholders, my fellow Board
members and, of course, our inspiring colleagues, who continue to
show unfaltering commitment to fulfil our Purpose of ‘taking care

of one of life’s essentials’ for cur customers and the communities

we serve.

Christine Hodgson
Chair
24 May 2022
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CHAIR'S INTRODUCTION TO GOVERNANCE CONTINUED

CULTURE

Delivering Our Purpose
Qur clear social Purpese
is underpinned by cur
strong Yalues and borne
out in cur culture which
governs how we think
and behave, from
fostering a diverse

and inclusive working
environment to
rewarding alt of

our peoplie fairly.

Living Our Yalues

Our people are
fundamental to taking
care of one of Life’s
essentials and we
believe cur culture is
what makes us specialt
We strive to work
together as one
community - a commaunity
which supports each
other to succeed,
recognises and rewards
each other’s contribution
and Listens and taiks to
each other.

Our people are fundamental to our success and critical to us being
a company you can trust. Our people have told us that they work
best together, in an enviranment of collaboration and innavation.
Qur culture of empowerment and accountability, with a focus on
skills, tatent and career development, nol only ensures we continue
to deliver great performance but also that we continue ta make
Severn Trent a truly awesome place to work. This is borne out by
our excellent engagement score of 8.2 out of 10, putting us in the

top 10% of utility companies globally.

Our Values of Having Courage, Embracing Curiesity, Taking Pride
and Showing Care are brought to life in our culture and are integral
to the way we behave and the way we do business. Our Values are
demonstrated by our people every day - 24 hours a day, 360 days
ayear - as they work determinedly to deliver our essential service.
This is evident in the dedication they show in delivering for our
customers and communities. Our people are also supported by

the systems and processes we have in place that enable us to deliver
consistently outstanding gperational performance. This consistency
has created capacity for our talented people to do even more to make
a positive difference for all of our stakenolders.

92 SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

Playing a Leading Role
We are committed to
taking a leading role to
protect our planet and
actas aleaderin
combating climate
change in our industry.
We are pioneering
innovation on net zero,
playing our partin the
UK's Levelling Up
agenda and operating
within a strong
governance framework.

Customersand
Communities at the
Heart

Our customers and
communities are at the
heart of everything we
do and our colleagues’
passion and
commitment shine
through in everything
they do. We create and
foster an environment
where everyone can feel
comfortable bringing
their whote seives

to work.

Our unique footprint connects the interests of our stakeholders -
with many shareholders alsc being our customers, employees and
pensioners - and this is evident in our bald ambitions to support

the Government's Levelling Up agenda through our Green Recovery,
affordability and employability initiatives. The role we can play in

the UK's post-pandemic recovery presents an exciting opportunity

to accelerate the pace on these really fundamental topics. We are
not at alt complacent in this endeavour, and many tessons will be
learned and shared with others aleng the way, but through being
bold and taking action on the fundamental issues our customers and
cammunities care about, we will play our part in scciety and, in doing
5o, support the creation of long-term value for the mutual benefit of
our shareholders, employees, customers and communities we serve.
You can read more in the Qur People section on pages 85 to 88.

The Beard understands the importance ot cotlectively setting the right
tane fram the top. with each Director leading by example to promote

a culture of inclusivity. Great emphasis is ptaced by the Board on
ensuring that cur unigue culture is aligned to the Purpose, Values and
strategy that it has established, and as such, one of the Beard's key
focus areas is to monitor and assess the culture across the Group.
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How we engage with colleagues to monitor and assess culture

The Board monitors and assesses the culture of the Group by reqularly meeting with the Executive Committee and management, reviewing
the outcomes of employee surveys, engaging directly with individual employees throughout the Group and listening to feedback from our

stakeholders. We believe that our strong culture is a unique strength and we see the benefits in employes engagement, retention and productivity,

The Board places great importance on employee engagement and regularly reviews its approach to engaging with the workforce, taking into
account the provisions of the 2018 UK Carporate Governance Cede [the '2018 Code’].

QUEST

During the year, the Board has facused an
deepening its understanding of the Group’s
culture even further, through a dedicated
Employee Voice session in November 2021.
The session was centred on the results of
our employee survey, QUEST, and other
relevant datz. The Board considered the
positive and mare challenging aspects
revealed by the survey and discussed the
Company's approach to addressing areas of
employee focus. The annual QUEST survey
was held in November 2021, and an interim
survey was held again this year [ahead of the
November survey taking place]. The Beard
takes seriously the results and comments
that arise from these surveys anditis a
main focus of the Board to make sure that
management implements any required
interventions in a timely manner, The Board
was delighted that our strong employee
engagement score was maintained again
this year, with an average score of 8.2 [out
of 10, Further detait on this year's QUEST
survey can be found on page 77.

Site visits
In addition to the regular programme of Beard

Ask Our Board

As part af its response to COVID-19, the Board enhanced the already significant dialogue

it has with the workfarce through the introducticen of a virtual employee engagement event,
‘Ask Our Board', where employees are invited to pose questions to the Board in a live Q&A
environment, without management present or scripted briefings, in order that the Board can
listen to the views of the workforce first-hand. As a result of the positive feedback from our
empleyees, the ‘Ask Our Board' event has become part of the Board's ongeing engagement
activity to ensure a direct dialogue with the warkforce across the Group. The most recent
event in May 2022 saw over 140 colleagues dial in, and feedback from the Board and employees
was very positive. Questions included performance highlights over the year, our partnership
with the Commonwealth Games, innovaticn, river quality and affordability initiatives.

Company Forum

The Board's selected workforce
engagement mechanism, cur Company
Forum, met in person ang virtually during
the year. The Company Farum provides an
opportunity for employee and Trade Union
emplayee representatives to meet with
Board members on a reqular basis. it
ensures that views from a diverse cross
section of the workforce - in terms of
seniority, gander, ethnicity, tenure of
employment and job types - are considered
in Board discussion and decision making,
and each meeting generates wide-ranging
exchanges of opinion and insights.

Members of the Board and Executive
Committee attend the Severn Trent
Company Forum on a rotational basis, so
each Director receives the oppartunity ta
listen directly to what employees have to say
and for our employees to hear about matters
that the Board is reviewing and considering.

meetings held at operational sites, a number of site
visits were undertaken by Board members this year.
Such visits enable the Board to understand the culture
of the Group and assist with measuring progress
against the Group's People Strategy, which focuses on
employee health and wellbeing, diversity and inclusion,
and talent development. Site visits also allow the

Board to observe the Group's operations in action and
reinforce their knowledge, Locations of sites vi

sited

by Board during the year are set out on the map.

Diversity and inclusion

waorking groups

The Board recognises the importance of
ensuring that the Severn Trent culture
pasitively celebrates diversity and inclusion,
truly embracing individuals’ contributions,
no matter what their age, gender, race,
ethnicity, disability, sexual orientation,
social background, religion or belief. The
Board was delighted that Severn Trent
was recognised as the top FTSE100 utility
company for both representation of women
an the Board and combined Executive
Committee and direct reports in the FTSE
Women Leaders Review 2022. Read mere
on page 84,

Board members are looking forward to
attending meetings of the four active
employee advisary groups - LABTQ+,
Ethnicity, Disability and Women in
STEM and Ops roles - over the next
twetve months to hear directly about
the progress made against the action
plans across the business.

1. ST Searches,
Nottingham

2. Meriden Reservoir
Eatherpe
Shustoke

Draycote

Lake Yyrnwy
Derby

Finham

Minworth

10. Hartshill, Nuneateon
11. Spernal; Redditch

PENmrw
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Highlights

8 n 2 (out of 10)

Employee engagement
score for 2021/22

Top 10% for utilities globally

1st

The Tortoise

Responsibility100 Index

Ranked 1st in the FTSE100 for our
commitment to key social, environmental

11

Visits to
operational sites

Undertaken by Board
members throughout the year

and ethical objectives (October 2021)

Read mare an page 77

Major Board Decisions

- River Quality Action Plan - and incarporation of River Pledges
into the Group's all-employee bonus scheme.

- Affordability Strategy and Societal Strategy.
- Strategic Resource Options for submission to Ofwat.

- Green Recovery financing.

—> Read more on pages 100 - 101

Governance improvements

- Development of our Governance Strategy.

- Updated and approved the Board Committee Terms of Reference
and Charter of Expectations to explicitly require consideration of
stakehalders and wider societal expectations.

Board changes

- The Board spent a significant amount of time considering
succession planning during the year, in retation to both
Board and Committee membership.

- Gillian Shetdon joined the Board 2s an Independent
Non-Executive Director on 1 November 2021.

- Tom Delay jeined the Board as an Independent
Non-Executive Directer en 1 January 2022.

Read more op pages 108 - 109

94 SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

See the map of the site visits on page 93

April 2021
Board and Committee meetings

- Making a Positive Difference in the
Cormmunity

- Diversity and inclusion

Link to stakehoiders

March 2022
Beard and Committee meetings

— Net Zero Transition Plan
— Afferdability
- Board Succession

- Risk

Link to stakeholders

Board CPD Sessions and
Deep Dive Topics 2021/22

May 2021
Board and Committee mestings

000000

- Strategic Resource Options

- Green Recovery

Link to stakeholders

February 2022
Board and Committee meetings

- Governance Strategy
- Diversity and Inclusion

- River Quality Pledges

Link to stakeholders
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July 2021
Board and Committee meetings

- River Quality. including FFT, C50s
and Treatment Works Compliance

- Customer Experience

Link to stakeholders

January 2022
Board and Committee meetings

- tpnovattan
- Waste Water Cycle

- Societal Strategy

Link to stakeholders

GOVERNANCE REPORT

September 2021
Board and Committee meetings

- Besign
- Water Sector Developments

- Task Force on Clmate-related
Financial Disclosures

- Water Quality

Link to stakeholders

December 2021

Board and Committee meetings

- Circular Economy

Link to stakeholders

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS

Board independence as at 24 May 2022

Chair
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October 2021

Board Strategy Day

- Affordability

- The Business of Nature

Link to stakeholders

November 2021

Board and Committee meetings

- Cyber Security

- Employee Veoice

Link to stakeholders

Directars

Non-Executive

OTHER {INFORMATION

Board and Committee meetings key

B Board

A Audit and Risk Committee

C Corporate Sustainability Committee

N Nominations Committee

R Remuneration Committee

T Treasury Committee
Stakeholders key

Customers

Communities

Shareholders and Investors

Employees

Suppliers and Contracters

Regulators and Government

Sustainability and ESG
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We have a strong, value-adding Board, with a diverse range of
professional backgrounds, skills and perspectives. The collective
experience of the Directors and the diverse skills and experience
they pussess enable the Board to reach decisions in-a fecused and
balanced way, supported by independent thought and constructive
debate, crucial to ensuring the continued lang-term success of the
Company. Integrity and mutual respect are the cornerstones of

relationships between our Directors, with a Board dynamic that

Christine Hodgson, CBE
BSc (Hons), FCA
Chair

0C®

Appointed:
Non-Executive Director an
1 January 2026, Chairan

1 April 2020.

Skills, competences

and exparience;

Christine hrings extensive board
and governance experience to the
Company aswell asa deep
understanding of business,
finance and technology
leadership. She is a committed
advocate of the need for
companies to serve all of their
stakehalders effectively and
deliver their social purpese Until
her appointment as Chair of the
Severn Trent Board, she was the
Executive Chair of Capgemini UK
Plc. ene of the world's largest
technology and prafessional
services groups. Christine joined
Capgemini in 1997 and built her
career in a vanety of roles
including CFOtor Capgemini UK
Plc and far the Global Qutsourcing
business, CEO of Technology
Services North West Europe and
the Global Head of Corporate
Sociat Respansibility.

Christine was also previously

an Independent Non-Executive
Oirector of Ladbrakes Coral Group
PLC. She is a fellow of the Institute
of Chartered Accountants in
England and Wales.

in January 2026, Christine was
appointed Commander of the
Order of the British Empire (CBE
inthe Queen’s New Year Honours
for services to education.

External appointments:

- Seniarindependent Director
of Standard Chartered Plc

— Chair of The Careers and
Enterprise Company Limited

- Senior Pro-Chanceltar and
Chair of Loughborough
University Council

- External Board Adviser to
Spencer Stuart Management
Consultants NV
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Liv Garfield, CBE
BA (Hons)
Chief Executive

@®

Appointed:
Chief Executive on 11 Aprit 2014

Skills, competences

and experience:

Liv brings to the Board a wealth of
experience of customer service
detivery, complex infrastructure
and orgamisations in a regulated
environment. Before joining
Sevaern Trent, Livwas Chief
Executive Officer of Openreach,
part of the BT Group, where she
spearheaded and oversaw the
commercial rall-out af fibre
broadband to two-thirds of the
country. She joined BT in 2002
and held the pivotal roles of
Group Director of Strategy and
Regulation, Managing Directer of
Commercial and Brands, Global
Services and UK Custamer
Services Director. From 1998 to
2002, Livworked far Accenture
as a consultantin the
Communications and High Tech
Market Unit, designing and
implementing business change
sotutians across a number of
industry sectors.

{n Dctober 2020, Livwas appainted
Commander of the Order of the
British Empire {CBE'} n the
Queen's Birthday Honours for
services ta the water industry

External appointments:

- Non-Executive Director of
Water UK

- Chair of the Council for

Sustainable Business for Defra

Member of the Takeover Panel,

andits Hearings Committee and

Nomination Committee

Director of Water Plus Limited

- jointventure with United

Utilities

Member of The 30% Club

Member of the UK Investment

Council

Chair of the West Midiands

Regiognal Business Council

James Bowling
BA{Hons) Econ, ACA
Chief Financial Officer

1O,

Appointed:
Chief Financial Officer an
1 Aprit 2015,

Skills, competences

and experience:

James isachartered accountant,
who started his career with
Touche Ross and brings significant
financial management, M&A and
business transformation
expertise to the Board. Priarto
joining Severn Trent, James was
interim Chief Financial Officer of
Shire Plc, where he had been
since 2005.

Jarnes has recent and relevant
financial experience as a member
of the Institute of Chartered
Accountants in England and Wales.

External appaintments:
- Director of Water Plus Limited
- jeint venture with United
Utilities
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Kevin Beeston

FCMA

Senicr independent
Non-Executive Diregtor

GOEO

Appointed:

Independent Non-Executive
Director on 1 June 2018, Senior
Independent Non-Executive
Director on 20 July 2014.

SKills, competences

and experience:

Kevin has significant commercial,
financial and high-level
managerment experience. Kevin
spent 25 years at Serca plc until
2010, where he held the rotes of
Finance Director, Chief Executive
and finally Chairman Kevin
subsequently served as Chairman
of Taylor Wimpey pic, Eguiniti
Group ple, Elysium Healthcare
Limited, Domestic & Generat
Limited and Partnerships in Care
Limited, and he was alsoa
Non-Executive Director of IMI Plc,
Marston Corporate Limited and
The Premier League

Kevin has recentand relevant
financial experience as a fellow of
the Chartered institute of
Management Accountants, was
previously Finance Director at
Serco Plc and has served as both
Chair and a member of a number
of audit committees

External appointments:

- Chairof Turnstone Equityca
1 Limited {Trading as Integrated
Dental Holdingsi

supports ppen and honest conversations to ensure decrisions are
taken for the long-term success of Severn Trent in full consideration
of the impact on alt stakeholders. Succession planning during the
year has complemented the existing composition of the Board, with
an emphasis on sustainability and strategic corporate finance
experience to ensure that we continue to build upon the excellent
progress we have made in delivering for all of our stakeholders,

JohnCoghlan

BCom, ACA
Independent
Non-Execytive Director

o0

Appointed:
Independent Non-Executive
Directar an 23 May 2314

Skills, competences

and experience:

John has a wealth of experience in
financial and general managernent.
He spent eleven years atExel PLC
as Chief Financial Officer and
uttimately as Deputy Chief
Executive Officer untilretiring

in 2006.Since then, he has been

a Director of publicly-quoted

and private cgmpanies across
several sectors

John has recent and relevant
financial experience as a member
of the Institute of Chartered
Accountants in England and Wales.

External appointments:

- Non-Executive Directar of 0.C.S
Groug Limited

- Nen-Executive Director, Vice
Chair and Senior Independent
Directar of Clarion Housing
Graup

Director serving for part of the year

Dominigue Reiniche MBA
Independent Nan-Executive Directorsnip
ceased on 8 July 2021,

Dominique stepped down from the Board on
B luly 2021, having served as a Direclor sinca
20 July 2014

Audtt and Risk Committee

Corporate Sustainability
Committee

Nominations Commitiee

Remuneratian Committee

@ @

©
©

®
®

Treasury Committee

Oisclosure Committee

Executive Committee

Denotes Committee Chair
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Auditand Corporate
Risk Sustainability Nominations  Rernuneration Treasury

Director Position Board  Committee  Comnittee  Committee Committee_Committee
Christine Hodgson Chair 7f7 - [ 5/5 &6 -
Liv Garfirld Chief Exetutive 77 - - - - -
James Bowling Chief Financiat Officer 747 - - - - -
Kevin Beeston Senter independent Non-Executive Director 747 77 - 5/5 6/6 5/5
John Coghlan Independent Nan-Executive Director b wn - 5/5 - 55
Tom Delay Independent Nun-Executive Director 2/2 - 141 11 - -
Sharmila Nebhrajani' Independsnt Non-Executive Director &7 5/7 3/ 5/5 213 -
Philip Remnant Independent Ngn-Executive Directer 747 77 - 5/5 6/6 55
Gillian Sheidon Independent Non-Executive Director 3 11 - 111 - 272
Angela Strank? Independent Non-Executive Director w7 - 4t 5/5 5/ -

Tom Delay, CBE Sharmila Mebhrajani, 0BE Philip Remnant, CBE Giltian Sheldon

BSc [Hons}, MBA, CEng MIMechE  MA [Hons], ACA FCA, MA BS¢ [Hons)

Independent Independent Independent Independent

Non-Executive Director

om

Appeinted:
Independent Non-Executive
Director on 1 January 2022

SKills, competences

and experience:

Tom brings extensive strategy,
sustainability, energy and
engineering experience to the
Company. He was appointed as the
first Chief Executive of the Carban
Trust in 2001, Since then, he has
grown the campany to become a
world (eader, advising businesses
and governments on carbon
emissions reduction and the
development of law-carbon
technologies, markets and
businesses. Mare recently,

he has taken the company's
unique capabilities further

afield, extending its mission

1o accelerate the move to a
sustainable, low-carbon future.

Tom is a chartered engineer with
extensive experience of the energy
sector. He worked for Sheil for 14
years in a variety of commercial
and aperations roles befare
maving into management
consultancy with McKinsey and Co
and then as a Principal with the
Global Energy Practice of AT
Kearney. Tom is a mernber of the
UK Energy Research Partnership
and the advisory boards of the
Centre for Climate Finance and
Investment at Imperial College
London and the Global CO-
Initiative at the University of
Michigan. In 2018, he was awardeg
a CBE by the Queen for servicesto
sustainability in business.

External appointments:
- Chief Executive of the
Carbon Trust

MNon-Executive Director

0000

Appointed:
Independent Non-Executive
Director on 1 May 2020

Skills, competences

and experience:

Sharmita brings extensive board
and governance experience,
gained in avariety of roles
spanning the private sector, public
secter and NGOs, She brings
sectoral experience from a range
of regulated sectorsincluding
medicine, bicethics, financial
services and the media. She is
Chairman of the Nationatl Institute
of Health and Care Excellence
['NICE’), the arganisation that
assesses clinical and cost
effectiveness of drugs, medical
devices and interventions in health
and sacial care.

Her previous executive rales include
Chief Executive of the Association of
Medical Research Charities and
Chief Operating Officer at BBC
Future Media & Technology, where
she managed the business
functions of bbc.co uk, including the
launch of iPlayer. Previaus
non-executive roles include Char of
the Human Tissue Authority, Deputy
Chair of the Human Fertilisation and
Embryvoiogy Authority and
Nan-Executive of the Pension
Protection Fund.

Sharmita read Physiological
Sciences [Medicine] at the
University of Oxford. Sheis a
chartered accountant and was
awarded an OBE in 2014 for
services to medical research.

External appointments:

- Chairman of National Institute
of Health and Care Excellence

- Non-Executive Director of ITV Plc

- Nan-Executive Director
of Halma Plc

- Non-Executive Director of
National Savings & Investments
luntit June 2022}

- Non-Executive Director of
Coutts & Co

- Trustee Director of Glyndebourne
Productions Limited

Non-Executive Director

OO0,

Appointed:
Independent Non-Executive
Director on 31 March 2014

Skills, competences

and experience:

Philipis a senlor investment
banker and brings substantial
advisary and regulatory
experience to the Board.

A chartered accountant, he now
holds a number of non-executive
roles. Previously, Philip was Vice
Chairman of Credit Suisse First
Boston Eurape and Head of the UK
Investment Banking Department.
Philip was Director General of

the Takeover Panel for two years
between 2001 and 2033, and again
in 2010, before his appointment as
Depuly Chairman in 2012 until
2022. He served on the Board of
Northern Rock Ple fram 2008 to
2010, and from 2007 to 2012 was
Chairman of the Shareholder
Executive.

Philip has recent and relevant
financial experience as a fellow

of the Institute of Chartered
Accountants in England and Wales.

External appaintments:

- Senior Independent Director
of Prudential Ple

- Trustee of City of London
Endowment Trust

- Director of The Salters’
Management Company Limited

Nan-Executive Director

000

Appointed:
Independent Non-Executive
Director on 1 Novernber 2021.

Skills, competences

and experience:

Giltian has extensive strategy,
corparate finance, risk
management and M&4
experience. Sheis currently a
Senicr Adviser at Credit Suisse in
the Investment Banking division,
where she provides advice on a
broad range of complex
transactions to clients across
multiple industries. Gillian is alse
a member of the Salestorce
Europe, Middle East and Africa
Advisory Board, where she
provides strategic guidance and
supports the company’s growth
into international markets, and a
Corporate Board member for the
Royal Academy of Arts,

Gillian joined Credit Suisse 1n
1994, and went on to become Head
of Telecoms, Media and
Technology Investment Banking in
Europe and then Yice Chairman of
Investment Banking. Her previous
experience includes roiesatN M
Rothschild & Sons and a Trustee
and Chair ef the Invesiment
Comrnittee of BBC Childrenin
Need Until February 2021, she
was the Senior Independent
Director at Capita Plc

Gillian has recent and relevant
financial experience gaineg
through her roles in the banking
and finance sectors.

External appointments:

- Mermber of the Salesforce
European Advisary Board

- Senior Adviser at Credit Suisse
- Investment Banking Division

- Corporate Board Member
- Royal Academy of Arts

OTHER INFORMATION

Sharmila Nebhrajani was
unable to attend the November
and December 2021 Board

and Committee meetings due
ta iness and extended
haospitalisation.

Angela Strank was unabie

to attend a Remuneration
Committee meeling due ta

a long-standing personal
commitment. Angela was
provided with all relevant
papers and provided comments
on the matters to be considered
to the Cormrnittee Chair.

Angela Strank, DBE

FRS, FREng, CEng, FIChemE,
DSc, PhD

Independent

Non-Executive Directar

Appointed:
Independent Nan-Executive
Director on 24 January 2014,

Retired: 31 March 2022.

Skills, competences

and experience:

Angela brought a wealth of
strategic, technicatand
commercial experience tothe
Board. Until July 2020, Angela was
BF's Chief Scientist and Head of
Downstream Technology at BP Pl
with responsihility for delivering
the strategic business agenda
through the development of
differentiated technology
advantage across the refining,
fuels, lubricants and
petrochemicals businesses,

as well as shaping fts transition

ta a lower-carbon future,

in 2010, Angela was the winner

of the UK First Woman's Award

in Science and Technology,
recognising pioneering UK women
In business and industry. In 2017,
she wen the prestigious Energy
Institute’s Cadman Award for
putstanding contribution to

the oil and gas industry.

In June 2017, Angela was
recognised in the Quean’s
Birthday Honaurs List with the
title Dame Commander of the
Most Excellent Qrder of the British
Empire [ DBE’] for services to
the Oil and Gas Industry and
encouraging women into STEM
careers. She is an honorary
professar at the University of
Manchester and she has been
awarded honorary degrees from
Bracford and Royal Helloway
London Universities.

External appointments:

- Nan-Executive Director of
Roils Royce Holdings Plc

- Non-Executive Director of
SSEPIc

- Non-Executive Director of
Mondi Plc
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GOVERNANCE FRAMEWORK

GOVERNANCE FRAMEWORK

We pride ourselves on having a high-functioning, well-composed, independent and diverse Board and being transparentin atl that we do.
Maintaining the highest standards of governance is integral to the successful delivery of our strategy. Cur Governance Framework epsureas
that the Board is effective in both making decisions and maintaining oversight, whilst also adhering to our welt-established culture of
Doing the Right Thing.

The Board

The Board's role is to ensure the long-term sustainable success of Severn Trent by setting our strategy through
which value can be created and preserved for the mutual benefit of our shareholders, customers, employees and the
communities we serve. The Beard provides rigorous challenge to management and ensures the Group maintains an
effective risk management and internal control system.

Biographies p95-97 Board Activities p100-101 Roles and Respansibilities p102

INFORMING

REPORTING

The Board delegates certain matters to its principal

Committees - which report to the Board at every meeting

Audit and Risk
Committee

Assists the Board
in discharging its
responsibilities for the
integrity of the Company's
financial statements,
risk management,
assessment of the
effectiveness of the
system of internal control
and the effectiveness
of Internal and
External Auditors.

Report p115-121

Corporate Sustainability
Committee

Provides guidance
and direction to the
Company's Sustainability
Strategy and reputatianal
matters linked to
policies, pledges and
commitments made
including River Quality,
Anti-Slavery
and Human Trafficking,
the Severn Trent
Community Fund and the
Triple Carban Pledge.

Report p124-127

INFORMING

Nominations
Committee

Assists the Board by
keeping the Board
composition under
review and makes

recommendations in

relation to Board
appointments. The
Committee also assists
the Beard on issues of
Executive Director
succassion planning,
conflicts of interest
and independence.

Report p110-114

Remuneration
Committee

Determines the
Company's policy an
the remuneration of
Executive Directors,
other members of the

Executive Committee and
the Chair of the Beard.
The Committee also
reviews workfarce
palicies and practices.

Report p128-148

REPORTING

The Chief Executive and the Severn Trent
Executive Committee ['STEC’}

Responsibility for the development and implementation of the Group’s strategy and overail
commercial objectives rests with the Chief Executive, who is supported by STEC.

INFORMING

REPORTING

Disclosure Committee

An Executive Committee responsible for overseeing the Group’'s compliance with its disclosure
obligatiens, considering the materiality, accuracy, reliability and timeliness of information
disclosed and assessment of assurance received.
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Treasury
Committee

Prevides oversight
of treasury activities in
implementing the policies
and the funding and
treasury risk
management plan
approved by the Board.
The Committee also
reviews and approves
the Group Treasury
Policy Statements.

Report p122-123



STRATEGIC REPORT

GOVERNANCE REPORT

CORPORATE GOVERNANCE STATEMENT

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

CORPORATE GOVERNANCE STATEMENT

Board teadership and company purpose

An effective Board

The Board's role is to be effective in securing the long-term success
of Severn Trent by ensuring the delivery of our strategy and that its
overarching objectives remain aligned with the Company’s Purpose
and Values. Maintaining the highest standards of governance is
integral to this, together with ensuring that the Board takes decisions
that create sustainable leng-term value for the mutual benefit of our
shareholders, customers, employees and the communities we serve.

The operation of our Board is supported by the collective experience
of the Directors and the diverse skills and experience they possess.
This enables the Board to reach decisions in a focused and balanced
way, supported by independent thought and constructive debate
between the Directors. Trust and mutual respect are the cornerstones
of relationships between our Directers, with a Board dynamic that
supports open and honest conversations to ensure decisions are
taken for the long-term success of Severn Trent in full consideration
of the impact upon all stakeholders.

The requirements of the Board are clearly documented in the
Severn Trent Plc Articles of Association, Charter of Expectations
and Schedule of Matters Reserved to the Board. The Board
reviewed and approved the Schedule of Matters Reserved to

the Board in March 2022_ All of these documents are available
on the Severn Trent Pic website.

As outlined on page 102, there is a clear division of respansibilities
between the roles of Chair and Chief Executive. To allow these
responsibilities to be discharged effectively, the Chair and Chief
Executive maintain regular dialogue putside the Boardroom, to ensure
an effective flow of information.

The Non-Executive Directors have direct access to senior management
at all times. Informal as well as formal contact with the wider business
is encouraged to develop a deeper understanding of Severn Trent’s
operations and requests for further information are welcomed. This
broadens the Non-Executive Directors’ sources of information and
enables them to consider the wider impact of any Board decisions on
stakeholders more broadly. The effectiveness of the Board is reviewed
at least annually and conducted according to the guidance set out in
the 2018 Code and Financial Reparting Cauncil [[FRC’) Guidance on
Board Effectiveness. You can read more about this year's internally
facilitated Board Effectiveness evaluation on pages 106 to 107.

Strategy

Responsibility to all of our stakeholders for the approva! and
detlivery of the Group’s strategy and for creating and overseeing

the framework to support its delivery sits with the Board. As well

as standing strategic items at every Board meeting, the Board also
holds a dedicated strategy meeting with the Executive Cammittee

to help consider the strategic direction of the Company for the short,
medium and long term.

Responsibility for the development and implementation of the
Group’s strategy and cveralt commercial objectives rests with
the Chief Executive who is supported by the Executive Committee.

The Directors present their report and the audited Group financial
statements for the year ended 31 March 2022. The performance
review of the Company can be found within the Strategic Report.

This provides detailed information retating to the Group, its business
madel and strategy, the operation of its businesses, future developments
and the results and financial position for the year ended 31 March 2022,

Stakeholder engagement

Stakeholder engagement is central to our strategy. Uur dedicated
Stakeholder Engagement and 5172 statements on pages 72 to 81
and 82 to 84 respectively set out how the Board engages with and
balances the interests of stakeholders. A detailed overview of the
Board's engagement with the workferce is set out on page 93.

Annual General Meeting ('AGM’}

Our 2021 AGM was held on 8 July 2021, at which 77.18% of our
shareholders (by voting capital] voted through the Chair of the AGM as
their proxy or by submitting their proxy forms either electronically or
by post. We were delighted to receive in excess of ?4% votes in favour
for all of aur resolutions, including over 99% approval for both our
Remuneration Policy and our replacement Long Term Incentive Plan
{'LTIP'). Shareholders were invited to submit questions to a dedicated
AGM mailbox in advance of the AGM and shareholders could also raise
questions during the AGM via the virtual platferm, or in the room if
attending in person. No questions were posed to the Board in advance
of or during the AGM.

This year's AGM is to be held on Thursday, 7 July 2022 at 11.00am.
The AGM will be convened as a physical meeting, with an option

for shareholders ta follow the business of the meeting by virtual
means as well as attend in person. Those joining virtually will be able
to log into a live webcast and pose questiens te the Board in real time,
in accordance with the 2018 Code and the Annual General Meeting
Guidance published by the FRC in October 2020. Shareholders

are also able ta submit questions in writing through our website

in advance of the AGM. The physical location of the AGM will be the
Severn Trent Academy, Hawksley Park, St. Martins Road, Finham,
Coventry, CV3 4PR.

Full details af the resolutions being tabled for shareholder approval
can be found in the Natice of Meeting on our website,

Annual Report

Our Annuat Report is available to all sharehalders and we aim to
make our Annual Report as accessible as possible. Shareholders
can opt to receive a hard copy in the post, a PDF copy via email or
download a copy from our website. Please contact the Company

Secretary to request a copy.

Corporate website

We continually menitor our website, severntrent.com, to ensure it
is user-friendly for our stakeholders. The website has a dedicated
investor section which includes an averview of Severn Trent Plc

and our history, our Company information and results, our Annual
Reports, results presentations (including webcasts] and an invester
news section containing information which may be of interest to
our shareholders.
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CORPORATE GOVERNANCE STATEMENT CONTINUED

KEY ACTIVITIES OF THE BOARD IN 2021/22

Key activities
of the Board

The key activities considered by the Board
during the year are set out opposite.

The Board recognises the value of
maintaining close relationships with

its stakeholders, understanding their
views and the importance of these
relationships in delivering our strategy
and the Group’s Purpose. The Group’s
key stakeholders and their differing
perspectives are taken inte account

as part of the Board's discussions.

You can read more in our $172 Statement
on pages 82 to B4. Board meeting
discussions are structured using a
carefully tailored agenda that is agreed
in agvance by the Chair, in conjunction
with the CEOQ and Company Secretary.
Atypical Board meeting will comprise
the fallowing elements:

Written Committee reports fram the
Chairs of our Board Committees on the
proceedings of those meetings, including
the key discussion peints and particular
matters to bring to the Board's attention.

Following every Company Forum,
areport on the topics discussed at the
Forum is circutated and the Directors
who attended that particular Forum add
further context at the Board meeting.

Performance reports, including:

- CEO Overview;
- CFO Review; and
- Operational Performance Reports.

Deep dive reports into areas of particular
strategic impertance to evaluate
progress, provide insight and, where
necessary, decide on appropriate action.
Read more about some of the topics
covered during the year opposite.

Legal and governance updates, including:

- approval of arrangements for
delegated financial authority
across the Group;

- review of Adequacy of
Whistleblowing Procedures; and

- approval of the Anti-Slavery and
Human Trafticking Statement.

Linked stakeholders
Customers
Communities
Shareholders and Investors
Employees
Suppliers and Contractors
Regulators and Government
Sustainability and ESG

100

Financial

Group Budget

The Board considered performance versus
the 2021/22 Group budget and approved a
revision to the budget following Ofwat's
allacation of £566 million (2017/18 prices)
Green Recavery investment. The Board also
agreed the 2022/23 Group budget.

Viability Statement

The Board agreed the Viability Staterment
period to be reported in the Annual Report
and Accounts, Read more on pages 6810 71.

Green Recovery Financing

The Board approved the financing of the
Group's Green Recovery programme, which
comprises six projects that will deliver
long-term growth far the Company and
support the Group's ESG ambitiens. The
Board also considered regular updates on

progress against the key programme targets.

Results and Regulatory
Reporting

On the recommendation of the Audit and
Risk Committee, the Board reviewed and
approved the half and full year results
announcements, Annual Report and
Accounts and Annual Performance Report.

Linked strategic outcomes
Acompany you can trust
A positive difference
Lowest possible biils
A service for everyone

An outstanding experience
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Risk Management

Enterprise Risk Management
(‘ERM’)

The Audit and Risk Commitiee and Board
conducted regular reviews of the Group's
ERM Risk Register, covering core internal
and external risks, risks driven by business
change and Emerging Risks. During the year,
the Board alsc took part in a psychometric
survey developed to incorporate impressionistic
dats into the Group's existing quantitative and
gualitative ERM data.

Review of Effectiveness
of Risk Management and
Internal Controls

The Audit and Risk Committee and Board
assessed the effectiveness of the risk
management and internal controls in place
across the Group and determined that the
Group's systems had operated effectively
throughout the year. Read more on page 118.

TCFD Disclosures

The Board considered and approved the
Group's Task Force on Climate-related
Financiat Disclosures [[TCFD'), in particular
the approach to managing risk and climate-
related risks.

Goaod to drink
Water always there
Waste water safely taken away

Athriving environment
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Sustainability and
Environmental

Our Sustainability Agenda
and Our Societal Strategy

Alongside the regular sustainability updates
discussed at Board meetings, including
progress made in delivering the Greup's
sustainability agenda, the Board also
considered and approved jts Societal
Strategy during the year.

GOVERNANCE REPORT

lnnovation Projects

The Board received updates on the evelution
of the Groaup’s innovation framework and
discussed the potential funding streams
available to further advance delivery of
customer commitrnents through use of

data and technolegy solutions whilst alse
identifying resource and energy recovery

to support carbon offsetting.

River Quality

The Board participated in a number of river
guality deep dive sessions, which provided
an update on the Group’'s extensive
environmental investment programme to
date, a futi picture of the Campany's storm

overflow assets and the related performance,

and an overview of the data, processes and
centrols in place to ensure compliance with
legal abligations. The Board also agreed a
set of River Pledges, which were announced
in March 2022, and the Board considers
updates on progress at each meeting. Read
more on pages 17 to 19.

Net Zero Transition Plan Update

The Board considered regular ypdates on
progress made in delivering the Group’s
Net Zero Transitien Plan commitments.

GROUP FINANCIAL STATEMENTS

Workforce and Culture

Qur Culture

The Board reviewed the results of the
annual QUEST survey and identified areas
for improvernent and appropriate courses
of action. The Board also discussed the
gender pay gap, the development of women

into seniar roles and driving greater diversity

and inclusion in terms of gender, ethnicity
and social background.

COMPANY FINANCIAL STATEMENTS

Employee Voice
and Engagement

The Board discussed the Company's
approach to engaging our workfarce and
received an update on progress made on
embedding our Purpose and Values.

Diversity and Inclusion

The Board discussed progress against

the Group’s Diversity and Inclusion ambition
to have a workforce that reflects

the communities we serve, and to maintain
a fair werking environment where everyone
can succeed. The Board also reviewed the
priorities for the year ahead.

OTHER INFORMATION

vaernance. l.egal
and Regulatory

Strategic Resource Options
('SROs’)

The Board considered and approved
four SRUs and the assurance processes
ahead of submission to Ofwat.

Governance Strategy

Alongside the regular sustainability
updates discussed at Board meetings,
incluging progress made in delivering
the Group’s sustainability agenda, the
Board also discussed the development of
its Governance Strategy during the year.

Board Succession
Planning and Diversity

On the recommendation of the Nominations
Committee, the Board oversaw the arrangements
for Board succession planning and, in
consideration of the Group’s Diversity Policy,
approved the appointments of Gillian Sheldon
and Tom Delay as Independent Non-Executive
Directors.

Review of Workforce
Poticies and Practices

The Remuneration Committee and Board
reviewed the assessment of the Group’s
workforce policies and practices, ensuring
these are consistent with the Company’s
Values and are suppaortive of its long-term
sustainable success.

Board Effectiveness Evaluation

Reviewed progress against the action plan for
2021/22 and set the action plan for 2022/23.
Read more on pages 104 to 107.

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022 101



CORPORATE GOVERNANCE STATEMENT CONTINUED

DIVISION OF RESPONSIBILITIES

As at the date of this report, our Beard comprised the Chair, six
Independent Non-Executive Directors and two Executive Directors.
There is clear division between Executive and Non-Executive
responsibilities which ensures accountability and oversight. The
roles of Chair and Chief Executive are separately held and their
responsibilities are well-defined, set out in writing and regularly
reviewed by the Board. The Chair and the other Nan-Executive
Directors meet routinely without the Executive Directors, and

in order to gain first-hand experience of our eperations and
engage with our workfarce. The Executive Directors meet
weekly as part of the Executive Committee to attend to the
ongeing management of the Group. Any significant eperational
and market matters are communicated to the Non-Executive
Directors on a timely basis outside of Board meetings. The Board
is supported by the Company Secretary, to whom all Directors
have access for advice and corporate governance services,

individual Directors meet often outside formal Board meetings

NON-EXECUTIVE DIRECTORS

Chair
Christine Hodgson

Leads our unified Board and is responsible
forits effectiveness,

Fosters a culture of inclusivity and
transparency by demaonstrating the
Company's Values, establishing the

right ‘tone frem the top’.

Sets agendas and ensures timely dissemination
of information to the Board, to support

sound decision making and allow for
constructive discussion, challenge and debate,
in consultation with the CEOQ, CFO and
Company Secretary.

Senior Independent
Non-Executive Directar ['SID’)
Kevin Beeston

In addition to his responsibilities as a Non-Executive

Diractor, the 51D also carries out the following duties:

- Supports the Chairin the delivery of their
ohjectives.

- Acts as an alternative contact for shareholders
should they have a concern that is unresolved
by the Chair, CEQ or CFQ.

- Leads the appraisal of the Chair's performance
with the Non-Executive Directors.

- Undertakes a key role in succession planning
for the Board, tegether with the Board

Cemmittees, Chair and Non-Executive Directors.

Independent Non-Executive Directors
John Coghlan, Tom Delay, Sharmila
Nebhrajani, Philip Remnant,

Gillian Sheldon

Pramote high standards of integrity

and corporate governance, and uphold
the cultural tone of the Company.
Constructively challenge and assist
inthe development of strategy.

Monitor the delivery of strategy by the
Executive Committee within the risk

and control framework set by the Board.,
Satisfy themselves thatinternal controls
are rebust and that the external audit

is undertaken properly.

Engage with internal and external stakeholders

- Responsible for scrutinising the performance
of the Executive Committee and overseeing the
annual Board Effectiveness evaluation process.

- Facilitates contribution from all Directors and
ensures that effective relationships exist
between them

- Ensures that the views of all stakeholders are
undersiood and considered appropriately in
Board discussion and de¢ision making.

- Responsible for the composition and evalution
of the Board, together with the Nominations
Committee and SID.

EXECUTIVE DIRECTORS

Chief Executive ['CEQ’)
Liv Garfield

- Represents Severn Trent externally to all stakeholders, including
the Government, requlalors, customners, suppliers and the communities
we serve,

- Develops and implements the Group's strategy, as approved by the Board.

- Sets the cultural tone of the organisation

- Facilitates a strong link between the business and the Board te support
effective communication.

- Responsible for overall delivery of commercial objectives of the Group.

- Promotes and conducts Group affairs with the highest standards of
integrity, probity and corporate governance. in Line with our Strategqic
Eramework and Values, The CEQ's Review can be found on pages 14 to 14,

COMPANY SECRETARY

Bronagh Kennedy

- Ensures sound information flows to the Board in order for the Board to
function effectively and etficiently.

- Agvises and keeps the Board updated on Listing and Transparency Rule
requirements and on best practice corporate governance developments

- Facilitates a comprehensive induction for newly appointed Directors,
tailored to their individual requirements.
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and feedback insights to the Beard, including
in relation to employees and the culture of
the Company

- Have akey rolein succession planning for the
Board, together with the Board Committees,
Chair and SI0.

- Serve onvarious Committees of the Board.

Chief Financial Officer ['CFQ’)
James Bowling

-~ Manages the Group’s financial affairs. The CFO's Review can be found on
pages 52 to b8,

- Supports the CEO in the impiementation and achievement of the Group's
strategic objectives.

- Oversees Severn Trent’s relationships with the investrment community.

- Represents Severn Trent externally to all stakeholders, inctuding the
Government and regulators, customers, Pension Trustees for the
Company's defined benefit pension schemes, lenders, suppliers and the
communities we serve.

- Ensures comptiance with Board precedures and provides support to
the Chair.

- Co-ordinatesthe effectivengss evaluation of the Board in conjunction
with the Chair,

- Provides advice and services to the Board.
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GOVERNANCE REPORT

Board independence

The independence of our Non-Executive Directars is formally reviewed
annually by the Nominations Committee, and as part of the Board
Effectiveness evatuation. Particutar focus is applied to the Directors
wha have served over six years on the Board. The Nominatiens
Committee and Board consider that there are no business or other
circumstances that are likely to affect the independence of any
Non-Executive Director and that all Non-Executive Directors continue
to demonstrate independence. In accordance with the 2018 Code, all
Directors will retire at this year's AGM and submit themselves for
appeintment or reappointment by shareholders. Each of the Non-
Executive Directors seeking appointment or reappointment are
considered to be independent in judgment and character.

Conflicts of interest

Severn Trent Plc has a Conflicts of Interest Policy in place for all Group
campanies. Our Board and its Committees consider potential conflicts
at the outset of every meeting and the Board farmally reviews the
authorisation of any potential conflicts of interest every six months with
any conflicts being recorded in the Conflicts of Interest Register. The
Conflicts of Interest Register sets out any actual or potential conflict

of interest situations which a Director has disclosed to the Board in line
with their statutery duties and the practical steps that are to be taken to
avoid conflict situations. When reviewing conftict authorisations, the
Board considers any other appeintments held by the Director as well
as the findings of the Board Effectiveness evaluation,

Board members hold external directorships and other cutside
business interests and we recognise the significant benefits that
greater Boardroom expesure provides for our Directors. However,
we closely monitor the nature and number of external directorships
our Directors hold in order to satisfy ourselves that any additional
appointments will not adversely impact their time commitment

te their role at Severn Trent, and to ensure that ail of our Board
members remain compliant with the shareholder advisory groups’
individual guidance on ‘overboarding’. These requirements impose
a limit on the number of directorships both Executive and Independent
Non-Executive Directors are permitted to hold. Our Independent
Non-Executive Directors commit sufficient time to discharging
their responsibilities as Directors of Severn Trent in line with the
reguirements set out in aur Charter of Expectations. Details of the
Directors’ external directorships can be found in their biographies
on pages 96 to 97.

Before committing to an additional appointment, Directors confirm
the existence of any potential or actual canflicts; that the role will
not breach their overboarding limit; and provide the necessary
assurance that the appointment will not adversely impact their
ability to continue to fulfit their role as a Director. Directors are
required to obtain format approval from the Board ahead of
undertaking any new external appeintments.

The Conflicts of Interest Policy continues to be applied practically
throughout the year, such as considering the potential canflict
presented by Directors having roles on other Greup companies.

Executives serving for part of the year

AndySmith

BTech (Hons)
Director of Customer
Retail and Technolagy

®

Andy retired in
December 2021,
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Executive Committee

Liv Garfietd, CBE
BA [Hons)
Chief Executive

@O

James Bowling
BA [Hons) Econ, ACA
Chief Financial Officer

1O

Shane Anderson
BA [Hons! Econ
Director of Strategy
and Regulation

OG]

James Jesic

BEng [Hans), PhD,
MIChemE, CEng
Managing Directer of
Customer Gperations

®

Bronagh Kennedy
BA (Hons)

Group General
Counsel and
Company Secretary

@®

Helen Miles
CIMA

Capital and
Commaercial
Services Director

®

Neil Morrison
BSc (Honsl, FCIPD
Director of
Human Resources

®

Jude Burditt

BA (Hons]

Director of Customer
Retail and Technelegy

®

" BobStear .
MEng (Hons), PhD, ~
MCIWEM, CWEM,
FlWater
Chief Engineer .

®
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OTHER INFORMATION

Please see full biography on
page 96.

Please see full biography on
page 6.

Appointed Directer of
Strategy and Regulation
in 2620.

Appointed Managing
Director of Custorner
Operations in 2020 after
having held the positicn
of Director of Production
since 2017,

Joined Severn Trentin 2011
as Group General Counsel
and Cornpany Secretary.

Jained Severn Trent in
November 2014 as the
Chief Commercial Officer,
and in 2020 became the
Capital and Commercial
Services Directar.

Joined Severn Trent in
2017 as Director of Human
Resources

Joined Severn Trent in
November 2021 as Director,
Customer Retail and Technology.
Jude brings a wealth of
experience in operations, [T
leadership and service
optimisation from 25 years
waorking in utflities sectors,

Appointed Chief Engineer
in 2018.
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COMPOSITION, SUCCESSION AND EVALUATION

Board composition

As at the date of this repert, cur Board comprised the Chair (who
was independent on appointment), six Independent Non-Executive
Directors and two Executive Directors. The details of their career
backgrounds, relevant skills, Committee membership, tenure
and external appointments can be found within their individual
biographies on pages 96 to 97. Further detail on the role of the
Chair and members of the Board can be found on page 102.

The Chair, Senior Independent Director and Non-Executive
Directors are appointed for a three-year term, subject te annual
re-election by shareholders following consideration of the annual
Board Effectiveness evaluation outputs. This term can be renewed
by mutual agreement, up to a maximum total tenure of ning years.
Directors serving over six years on the Board are subject to a
particularly rigorous review. The current Letters of Appointment
are available on the Severn Trent Plc website. The compesition
and effectiveness of the Board is subject to regular review by

the Nominations Committee which, in particular, considers the
balance of skills, tenure, experience and independence of the
Beard, in accordance with the Board Diversity Policy, which is

CODE COMPLIANCE

available on the Severn Trent Plc website. Any new appointments
to the Board result from a formal, rigorous and transparent
procedure, responsibility for which is delegated te the
Nominations Committee {although decisions on appaintments
are a matter reserved for the Board),

The Beard and the Neminations Committee have spent a significant
amount of time considering Board succession during the course

of the year to ensure that the Board has the right mix of skills and
experience, as well as the capability to provide effective challenge
and promote diversity.

Further information on the work of the Nominations Committee
can be found on pages 110 to 114.

Our internal processes

The envirenment in which we operate is continually changing. Itis
therefore important for cur Executive and Non-Executive Directors
to remain aware of recent, and upcoming, developments and keep
their knowledge and skills up to date. Our Board Effectiveness
process includes training discussiens with the Company Secretary
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OVERVIEW

During the year ended 31 March
2022, we have fully applied the
principles of good governance
and have been compliant with
the provisions contained in the
2018 Code.

We helieve good corporate
governance is about how we
provide canfidence in the
delivery of our performance
to pur stakeholders and is
essential for the long-term
sustainable success of

our business.

This table shows where
shareholders can evaluate
how the Company has applied
the principles of the 2018 Code
and where key content can be
found in this report.

The full wording of the
2018 Code is available
on the Financial Conduct
Authority’s webhsite,

BOARD LEADERSHIP AND
COMPANY PURPOSE

The role of the Board is set out on page 99.

The Chair's Introduction to Gavernance is on pages
90 to 1.

How the Board engages with stakeholders is an
page 72 to B4.

The Board's Section 172 Statement is on pages 82
to B4,

An overview of our Purpese and Values, including
how these were established, is set out on page 90.

How the Board oversees the Company’s strategy is
set out on page 9%.

COMPQSITION, SUCCESSIQN
AND EVALUATION

The composition of the Board, along with
their biographies and tenure, is an page %46 to
97.

A list of our Group policies and practices is on
page 89.

How we assess risk and our Viability Statement is
set out on pages é1to 71.

Qur strategy, including performance against our
0DIs and KPls, is on pages 20 to 27.

DIVISION OF RESPONSIBILITIES
The Board Committeas in place at Severn Trent,

along with their members’ attendance, are provided
in each Commitiee Repaort.

The division of responsibilities between the Chair
and CEO are clearly defined [page 102) and we fully
support the separation of the two roles.
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The outputs ef the internal Board
evaluation is on pages 106 to 107.

The Neminations Committee Report is

on pages 110 te 114 and provides
infermation on its wark this year, including
Board succession planning.

AUDIT, RISK AND
INTERNAL CONTROLS

Our approach to risk and our assessment
of eur Principal Risks are outlined on
pages 61 to 66.

The Audit and Risk Committee reviews
our risk and control environment and its
Reportis on pages 115to 121.

REMUNERATION

The Remuneration Cammittee,
camprising only Non-Executive
Directors, is responsible for
developing the Remuneration

Policy and determining Executive

and senior management remuneration.
The Directors’ Remuneration Report

is on pages 128 to 148,
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and, as required, we invite professional advisers and subject matter
experts to provide in-depth updates. These updates are not solely
reserved for legislative developments but aim to cover a range of
strategic issues including, but not limited to, the ecanomic and
political enviranment and environmental, sustainability, technological
and social cansiderations. Our Company Secretary also provides
regular updates to the Board and its Cemmittees on regulatery and
corporate governance matters.

The aim of the training sessions is to continually refresh and expand
the Board's knowledge and skills. In doing so, the Directors can
contribute to discussions on technical and regulatory matters more
effectively. The sessions also serve as an opportunity for the Board
to discuss strategy and risks with management below Executive
Cunnillee level and yain fur ther directinsight inlu vur businesses
and management capabhility.

During the year, the Board took partin a number of CPD and deep
dive sessions, details of which can be found on pages 94 to 95,

Board skills matrix

Strategic outcomes

A company you can trust
A positive difference

Lowest possibte bills Good to drink

Skills -
'a.l‘ =3
= 2
£ =
— 3
N % = g '§ —:"-"-E 3
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& E 38k g &t 3
Kevin Beeston v vy v v v v
James Bowling v v v v v
John Coghlan V4 v v v v v
Tom Delay v v v
Liv Garfield v v v v v
Christine Hodgson v v v v v v v
Sharmila Nebhrajarni v v v v v
Philip Remnant v v v v v
Gillian Sheldon v v v v v v v

GROUP FINANCIAL STATEMENTS

A service for everyone

An outstanding experience

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Directors’ resources

Directors alsc have access to our enline resource library, which is
continually reviewed and updated. The library includes a Corporate
Governance Manual, tailored training and CPD content, a Results
Centre and Investor Relations section, and briefings on Board
training session topics. It also contains a further reading section
which covers updates and guidance on changes to legistation and
corporate governance best practice.

Directors’ skills and experiences

An effective Board requires the right mix of skills and experience.
Our Board is a diverse and effective team focused on promoting
the long-term success of the Group.

The Board skills matrix below details some of the key skills and
experience that our Board has identified as particularly vatuable to
the effective oversight of the Company and execution of aur strategy.
The Board skills matrix is reviewed at least annually.

Water atways there
Waste water safely taken away

A thriving enviromment

mapped to strategic outcomes
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v
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Board evaluation

Our annual Board evaluation provides the Board, and its Committeas, with
an opportunity ta consider and reflect on the guality and effectivenassof its
decision making, the range and level of discussion, and for each member

to consider their own contritution and performance.

This year, the review was facilitated internally by the Company
Secretary, who is well placed as an independent sounding board

to the process, Meetings took place during January, February
and March 2022, and key themes were shared with the Board
and Nominations Committee along with a 2022 action plan.

An externally facilitated evaluation was conducted by Independent
Beoard Evaluation [IBE') in 2020/21 and the next externally
facilitated evaluation will be scheduled in accordance with the 2018
Code provision that the Company should undertake an externally
facilitated Board Effectiveness evaluation at least every three years,

2020/21 EXTERNAL EVALUAT{ON

facilitated review, as detailed below.

The evaluation concluded that excellent progress had been made in respect of areas for further focus identified in the 2020/21 externally

RECOMMENDATION

PROGRESS

Board composition and succession planning

Focus should be applied to future changes
to Board membership, including the toss of
experience and knowledge of the business,
in the context of Nen-Executive Director tenure,

One of the key activities for the Board and Nominations Committee during the year was
the Committee’s plans for the evolution of the Board. Anindependent search firm was
appointed to help with this over the next two to three years and two candidates were
identified as preferred candidates for new Non-Executive Director appointments.

it was recommended that Gillian Shetdon and Tom Delay were invited to join the Beard,
with effect from 1 Novernber 2021 and 1 January 2022 respectively, and become
members of the Group’s Board Committees with effect fram 1 January 2022 as follows:

Gillian Sheldon Tom Delay

- Audit and Risk Cammittee; - Corporate Sustainability
- MNominations Committee; and Committee; and

-~ Treasury Committee. - Nominations Committee.

Following the Ofwat interview process, both appeintments were announced on
1 November 2021.

To bolster succession planning for the Remuneration Committee, Sharmila Nebhrajani
was appointed to serve on the Remuneration Committee with effect from 16 September 2021,

Induction programmes were considered to be
excellent and should continue to be tailored to
individuat Board members, with consideration
given to estabtishing a Board ‘buddy’ scheme.

A Board ‘buddy’ scheme has been introduced for new Board appointments to complement
the Group's extensive induction approach. The Board buddy arrangements for the most
recent appointments were as follows:

- Gillian Sheldan - Kevin Beeston
- TJom Delay - John Coghlan

Both Gillian and Tem have reported that the scheme has formed a valuable part of
their inductions.

Board agenda and focus

Consideration should be given to agreeing a set
of Board objectives and actions for prioritisation
each year to inform the Board agenda.

A set of Board objectives and actions were developed by the Board and agreed in
April 2021, and the Board has received progress updates on a six monthly basis.

At its meetings in March and April 2022, the Board reviewed and agreed its Board
abjectives for 2022/23.

Alongside the excellent written reports previded
to the Board by each of its Committees,
consideration should be given to tabling a report
frorn the Company Forum, the Company's
selected workforce engagement mechanism.

Written reports from Company Forum meetings are now tabled at all subseguent Board
meetings and the Board members who attended provide oral feedback to add further
context and colour to the discussions that took place at the meetings.

Governance enhancements

Align membership of the Treasury Committee
and Corporate Sustainability Committee to
that of other Board Committees, comprising
Non-Executive Directars only.

In [ine with the recommendaticns of the Beard Effectiveness evaluation, the Board
refreshed the membership of the Treasury and Corporate Sustainability Committees
in 2020/21, so that the membership of both Committees comprises Non-Executive
Directors only.

Notwithstanding the excellent informal
interaction between the Board and its
Committees throughout the COVID-1% pandemic,
consider helding additional private sessions
{without management present] for the Board
and its Committees during the year.

Private sessions are now held at all Board and Committee meetings at the discretion
of the relevant Chair.
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2021/22 INTERNAL EVALUATION

Anoutline of the process fallowed for this year’s review and the minor areas for further development of the Board's effectiveness are detailed below.

Step One
2021/22 Process
Planning

The Company Secretary
undertook a detailed review
of the Board Effectiveness
evaluation process in
2020/21 and used this to
develop the approach for
2021/22, incorporating
recommendations

from the 2018 Code, Parker
Review and FRC Guidance
on Board Effectiveness.

Step Two
One-to-One
Meetings

Board members participated

in camprehensive one-to-one
meetings with the Company
Secretary, with additional

input from the Chair and Senior
Independent Director, Separate
discussions were held to consider
the effectiveness of the CED,

led by the Chair. The Chair's
rerformance evaluation was

led by the Senior Independent
Director. Discussions to consider
the effectiveness of Board
Committees were led by the
respective Committee Chairs.

Step Four
Agree Actions and
Monitor Progress

The findings of the
evaluation exercise were
fully considered when
making recommendations
in respect of the appointment
and reappointment of
individual Directors and
included an assessment
of their independence,
time commitment and
individual performance.

Step Three
Evatuation
and Reporting

The Company Secretary
compiled the individual
responses, including analysis
of themes and preposed actions.
A detailed report, setting out
the findings of the evaluation,
was provided to the Chair for
consideration, The Campany
Secretary and Chair met to
discuss the findings, with the
resulting report being tabled
to the Nominations Committee
and Board in April 2022.

RECOMMENDATION

PROGRESS B

Board agenda

Notwithstanding the well-structured agandas which comprise an optimal mix
of strategic and operational iterns, more opportunity could be afforded 1o
allow the Board tc discuss bolder strategic maeves and opgortunities, future
likely trends and developments outside of the utilities sector and potential
areas of differentiation.

The Board developed and agreed a set of Board objectives for 2022/23, which
were reviewed at its meetings in March and April 2022. The Board forward
agenda was aiso reviewed to ensure that all matters are appropriately
scheduled for discussion at future Board meetings.

In addition to the infermative oral reports provided to the Board by the Chair
on her meetings with sharehalders, consideration should be given to include
dedicated time on the agenda for all Diractors to provide feedback on
engagement with stakeholders

A standing item has been added to the Board agenda to allow Directors to
provide individual feedback on their engagement activity with all stakehalders.

Engagement outside meetings

Non-Executive Directors should continue to be invited to additional site visits
outside the Board meeting rhythm to further build relationships with each
other and gain an even deeper understanding of the business.

Alengside the regular programme of Board meetings being held at operational
sites, a number of additional site visits have been scheduled for the upcoming
year, covering the full range of the Group's operations.

'Teach in” sessions for Nen-Treasury Committee members should be
established to provide other Non-Executive Directers with additional
knowledge and experience of this technically complex area.

A programme of optional teach in’ sessions has been developed, including
Treasury-related topics and other technical matters.

Board Committees

Nominatiens Commitiee - consideration should be given as to whether the
Caommittee’s remit should be expanded to cover wider talent development,
below Executive Committee level.

The Committee’s remit will be considered during its next review of its
Terms of Reference, which will be undertaken no later than March 2023.

Remuneratien Committee - consideration shauld be given as ta whether there
sheould be an additional Non-Executive Director on the Committee.

As part of its ongoing succession planning activity, the Board will
continue to consider the compesition of all Committees, including
that of the Remuneration Committee.

Evaluation findings

The key theme highlighted in the 2021/22 evaluaticn was positive
Beard discussion dynamics. It was noted that all Directars fostered
a culture of open, constructive debate, undertaken by a respectful
and cohesive, and appropriately challenging Board.

The evaluation also concluded that the Board, its Committee

Chairs and Cammittees were effective and that all Directors

were cansidered to have demonstrated considerable commitment
and time to their roles, well in excess of that required by the Charter
of Expectations notwithstanding any other positions held by them
autside of Severn Trent.

Effectiveness of Board Commitiees

The Board places significant reliance an its Committees by delegating
a broad range of responsibilities and issues to them. It therefore
remains crucial that effective linkages are in place between the
Committees and the Board as a whole, not least as it is impracticable
for all Independent Non-Executive Directors to be members of all of
the Committees. Mechanisms are in place to facilitate these linkages,
including ensuring that there are no gaps or unnecessary duplications
between the remit of each Committee and overlapping membership
between Board Commitiees where necessary. The Board aiso
receives a written summary of each of the Committee’s meetings

and oral updates at the Beard, where appropriate. Overall, Board
members are fully satisfied that the governance and contrels in

ptace are working well and give the Board the visibility it needs to
carry out its oversight duties. Further details on each Committee,
including its oversight and focus during the year, can be found in

the Committee reports starting on page 110,
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Chair’s performance

The Senior independent Qirector, Kevin Beeston, carried out

a review of the performance of the Chair which included meeting
with the Non-Executive Directors without the Chair being present.
The consolidated feedback, which was wholly positive in nature,
was discussed with Christine Hodgson.

External appointments

As part of the evaluation, full consideration was given to the number
of external positions held by the Non-Executive Directors. Directors’
other appointments were reviewed, including the time commitment
reguired for each. The Nominations Committee did not identify any
instances of overboarding and canfirms that all individua!l Directors
have sufficient time to commit to their appointment as a Director of

Severn Trent Plc. Approvals were scught during the year for Directors’

additional roles and due consideration was given to any potential
conflicts of interest and ability to gevote sufficient time to Severn
Trent Plc before consent was granted. The full Llist of external
appointments held by our Directers can be found in their biographies
on pages 96 to 97. All of our Non-Executive Directors are considered
to be independent.

Induction

We develop a detailed, tailored induction for each new Non-Executive
Director. This includes one-to-one meetings with the Chair and each
of the existing Non-Executive Directors. One-to-one meetings are
also arranged with the CEO, CFO and the Company Secretary, along
with other members of the Executive Committee. New Directors also
meet members of the operational teams and visit our key sites and
capital projects to ensure they gain a detailed understanding of the
water and waste water businesses and have a chance to experience
our unigue culture in person. We provide briefings on the key duties
of being a Director of a regulated water company and proposed
appointees meet with Ofwat as part of the appcintment process.

We enhance the Board's inductien programme in Light of feedback
from new Directors and the Board Effectiveness evaluation, for
example, the recent introduction of the Board buddy scheme.

My induction into Severn Trent was
professicnally organised and incredibly
insightful. It was great to hear first-hand
from a wide range of colleagues about the
Group's operations and how many areas are
interlinked. This is particutarly important
from a risk management perspective and
understanding how this informs the Board's
decisions around risk appetite.

Gillian Sheldon

Member of:

Audit and Risk Committee
Naminations Committee
Treasury Committee
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Gillian Sheldon and Tom Delay’s inductions

The Board welcomed both Gillian Shelden and Tem Delay during

the year, and their extensive induction programmes covered a range of
areas across the business, including governance, stakeholder
engagement and the environment. The sessions were a mix of virtual
and physical meetings, and both Gillian and Tom visited a number of
our operational sites.

The main focus for both Gillian and Tom's inductions was on matters
pertinent to their roles on the Board Committees. For Gillian, this
included receiving an overview of the current risks faced by the Group,
the regulatary finance model, and our risk management framework
and internal control processes in relation to her role on the Audit and
Risk Commitiee, and an overview of the Group's AMP7 funding strategy
in relation to her role on the Treasury Committee. For Tom, firstly as a
member and then as Chair of the Corporate Sustainability Committee,
this included a series of deep dives of the Group’s Sustainability
Strategy and net-zero commitments. A summary of both Gillian

and Tom's key induction visits and events is set cut on page 109,

| have been very impressed with my induction
- it was really slick and comprehensive, and
everyone | have met has made me feel so
welcome. | already knew that Severn Trent
was a truly sustainable company, but to

see a range of the projects in action has
been invaluable.

Tom Delay

Chair of:

Corporate Sustainability Committee
Member of:

Neminations Committes
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INTRODUCTORY MEETINGS

Sessions held in the first
few days and weeks to
ensure that new Directors
are able to gain a real
understanding of our
Purpose, the environment
we gperate in and our core
business activities.
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individual one-to-ones Overview

Individual meetings with
Non-Executive Directors
and Executive Committee
members.

- Water company background
- Peiliticat landscape
- Economicragulation

- Governance Framework

- Compllance and assurance processes

- Risk management
- Netwark control

COMPANY FINANCIAL STATEMENTS

Committee specific sessions

OTHER INFORMATION

Gillian and Tom tock part in dedicated sessions
that covered topics which directly relate to their
Committee memberships.

- Regulation by Ofwat and the setting of
revenue allowance and price controls

Gillian

Audit and Risk Committee

- ERM process and outputs

- Regulatory finance model

- Internal control processes

- Water and waste water treatment

~ River quality
- Biorescurces

Complemented by

SPECIFIC DEEP DIVE SESSIONS

Deep dive sessions enable
Directors to explore in
detail the areas of focus for
the Group over the short to
medium term.

SITE VISITS

Site visits allow Directors
to observe the Group's
operations in action and
meet colleagues to gain
further insight into

our culture.

Customer Retail
and Technology

Business
Services

Sustainability

Qutling of the
non-regulated
businessesin
the Group and
the different
stakeholder

Overview of our
sustainability
frarmework

and how each
sustainability
pillar is embedded

Summary of our
wide-ranging
customer base and
how we can best
deliver far them,
including our

into the Group’s groups that Affordabitity
culture. arelinked to Strategy and using
this activity, technology to make

it easier for
custamers te getin
touch with us.

Knowledge reinforced by

Spernal Sewage Works

Demanstration of the sewerage network and the stages of
the waste water treatment pracess, zlongside a presentation
at cur Resource Recovery and Innevation Centre, where we
seek to address future challenges and achieve our ambitions,
particularly in relation to carbon reduction initiatives and
proactive pollution avoidance.
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Tom

Treasury Committee
- AMP7 funding strategy

HR

Gverview of our
Peaple Strategy,
diversity and
inctusion ambitions
and support of
employability
schemes such as
the Kickstartand
#10000Blackinterns
programmes.

Chief Engineer

Reintorcement of
our robust health,
safety, security and
wellbeing agenda,
alengside asset
strategy planning
and innovatian
projects

Finham Treatment Works

Corporate Sustainability
Committee

- Sustainability framework
- Net-zero commitment

Dams and
Reservoirs

Outline of the
management
approach taken
to ensure that the
Group complies
with all statutory
reguirements in
relation to aur
asset base,

Asitevisittoa
raservair has been
arranged so that the
Directors can see
first-hand the
pracesses and
procedures in place.

Dverview of the Thermal Hydrolysis Process | THP'], which uses
anaerobic digestion to treat sewage sludge before it 1s recycled

as fertiltser for agricuttural land. The THP plant was installed
slongside a gas-te-grid plant as part of an ambitious capital
investrent to grive efficigncy and increase energy self-generation.
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NOMINATIONS COMMITTEE
REPORT

Christine Hodgson
Chair

Committee members  Membership dates Meetings attended

Christine Hodgson January 2020 5/5
[Chair from Aprit 2020
Kevin Beeston June 2016 5/5
John Caghlan May 2014 5/5
Tom Delay January 2022 11
Sharmila Nebhrajani May 2020 5/5
Dominigue Reiriche’ June 201610 2/3
July 2021
Philip Remnant March 2014 5/5
Gillian Sheldon January 20272 1/1
Angela Strank January 2014 to 5/5
March 2022

t  Domimque Reiniche was unable ta attend a Nominations Committee meeting
due o 2 long-standing persenal commitment, Daminigue was provided with all
relevant papers and provided comments on the maiters to be considered to the
Committee Chair,

All members of the Committee are Independent Non-Executive
Directors aof the Board, with the exception of Christine Hodgson
[who was independent on appointment]. Only members of the
Commitiee have the right to attend Committee meetings. Other
individuals, such as the Chiaf Executive, the Chief Financial
Officer, the Directer of Human Resources and other senior
managermnent and external advisers, may be invited to attend
meetings as and when appropriate. None of these attendees
are members of the Committee,

Documents available at severntrent.com

Group Board
Diversity Policy

Committee Terms
of Reference

Charter of Expectations
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Dear Shareholder

This report details the role of the Nominatians Committee and the
important work it has undertaken during the year, including the
matters considered and steps taken by the Committee in the year
ended 31 March 2022. The role of the Naminations Committee
remains vitally important in ensuring that the Group has a strong,
value-adding and effective Board in place, with a broad range of
professienal backgrounds and with a diverse range of skills and
perspectives. The Committee alsc ensures there is a high-quality,
stable Executive Team in place, focused on the long term and on
adapting to the new world around us in order to make a positive
difference for all of our stakeholders. We have made excellent
progress in this regard, including work on our Board evolution to
ensure our preparedness for the future.

During 2021/22, the Nominations Committee considered plans for
succession to Board roles and an independent search firm, which

is a signatory to the Voluntary Code of Conduct for Executive Search
Firms, was appointed to help with the evolutien of the Independent
Non-Executive membership of the Board over the next two to three
years. The Nominations Committee also considered succession
planning for the Executive Committee and ather key roles within the
senior leadership team, as well as initiatives underway to develop
talent beiow that level throughout the organisation. As a resutt,

the Group's succession readiness has improved during the year
and the Committee considers that all key roles have credible
succession plans in place.

We welcomed to the Board two new Independent Non-Executive
Directars during the year: Gillian Sheldon an 1 Novernber 2021;
and Tom Delay on 1 January 2022. Their extensive induction
programmes are underway and are being overseen by the
Committee. Further detait can be found on page 109.

Further to the announcement in Naovember 2021, Angela Strank
retired from the Board with effect from 31 March 2022, having
served on the Board for over eight years, On behalf of the Committee,
I would like to thank Angela for her service to Severn Trant and her
valuable contribution, commitment and leadership, particularly in

her capacity as Chair of the Corporate Sustainability Cemmittee.

The Company's sustainability agenda has advanced significantly
under her leadership and we are proud of what the Company has
achieved during her tenure.

During the year the Committee also considered the Group Board
Diversity Policy [the "Policy’} and reviewed progress made against
the agreed objectives set out in the Policy. We discussed the
importance of the Policy aligning with the diversity of our region,
specifically in respect of gender, social and ethnic backgrounds,
skitls and experience. You can read more on pages 113 to 114,

The Committee assists the Board in its consideration of conflicts

of interest and independence issues. No conflicts of interest or
independence issues were identified as a result of this activity

The Board is mindfut that the 2018 Code indicates that Nen-Executive
Directors should not serve for more than nine years and Non-
Executive Directors that have served over six years should be
subjected to a particulariy rigorous review.




STRATEGIC REPORT

GOVERNANCE REPORT

Given their length of service, this has been undertaken in relation
to the independence and commitment of John Coghlan and Philip
Remnant in line with the requirements of the 2018 Code. The Board is

satisfied that bath Directors continue to act with utmost independence

and considers that their continued appointments are in the long-term
best interest of shareholders. This was also considered as part of our
internally facilitated Board Effectiveness evaluation conducted this
year and you can read more on pages 106 to 107.

Key areas of focus in 2021/22

The Committee has respansibility for keeping the size, structure and compaositien of the Board and its Committees under review and is
respansible for ensuring that there are formal plans in place for an orderly succession to both Beard and senior leadership positions.
The Committee also oversees the development of a diverse pipeline for successicn. The composition of the Board is reviewed and
refreshed on a regular basis and there is a rigoreus and transparent procedure for the appointment of Directors. The Committee
leads the process for Board and Board Committee appointments and makes recommendations to the Beoard, The Committee reports
to the Beard on its key areas of focus following each Committee meeting.

Composition, Succession and Evaluation

Cansidered the composition of the Board and Committees

and the succession of Non-Executive Directors and the skills,
knowledge, experience, diversity and attributes required of
future Non-Executive Directors. In considering Board succession,
the Committee takes into account the length of tenure of the
Non-Executive Directors and the importance of the progressive
refreshing of Board membership.

Conducted a review of the search firm providers for the next stage
of the Board's succession planning and engaged the executive
search firm Hedley May' to review the market.

Oversaw the conduct of the Board Effectiveness evaluation and
discussed the feedback, observations and recommendations fram
the review of the Board and Committees, including the 2022 action
plan for approval by the Board.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

| would like to thank the members of the Committee for their continued
commitment throughout the year, for the open discussions that take
place at our meetings, and for the contribution they all provide in
support of our wark.

Christine Hodgson
Chair of the Nominations Committee
24 May 2022

Diversity

Ensured continued application of the Group Board Diversity
Paolicy and initiatives, and reviswed progress made against the
agreed objectives set out in the Group Board Diversity Policy.

Discussed the role of the Group Board Diversity Policy in
advancing the composition and effectiveness of the Board
and Executive Committee.

Provided oversight of the detailed Executive Committee ana
senior leadership team succession plans, including diversity,

This year we published our Diversity and
Inclusion Strategy, ‘'Wonderfully You'.

~> Read more online at severntrent.com

The Committee also reviewed and approved the Committee’s Terms of Referance, prior to making a recommendation to the Board. In compteting
its review, the Committee concluded that the Terms of Reference remained appropriate and reflected the manner in which the Committee was
discharging its duties.

The Committee is authorised to seek external legal or other independent professional advice as it sees fit but did not need to do so during the year.

1.

Hedley May is a signatory ta the Voluntary Code of Conduct for Executive Search Firms and has no athar connecticn with the Company or individual Directors,
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Director conflicts and independence

in Aprit 2022, the Committee conducted its annual review of individual
Director conflict autharisations as recorded in our Conflicts of
Interest Register. Additionally, the Board and its Committees consider
conflicts of interest at the beginning of every meeting, and the Board
reviews the authorisation of any potential conflicts of interest every
six months.

The Conflicts of Interest Register sets out any actual ar potential
conflict of interest situations which a Director has disclosed to the
Board in line with their statutory duties. When reviewing conflict
authorisations, the Committee cansiders any other appointments
heid by the Director as well as the findings of the Board Effectiveness
evaluation. Following the review, the Committee recommended to the
Board that each conflict suthorisation remained appropriate. There
were no new potential conflict situations identified during the year.

BOARD INDEPENDENCE ASSESSMENT IN ACTION

The Nominations Committee and Board consider that there are
no business or other circumstances that are likely to affect the
independence of any Non-Executive Director and that all Non-

Executive Directors continue to demonstrate independence.

In accordance with the 2018 Code, all the Directors will retire at

this year's AGM and submit themselves for appointment, in the case of
Gillian Sheldon and Tom Delay, or reappointment by shareholders.
Each of the Non-Executive Directors seeking appointment or
reappointment are considered to be independent in judgment and
character.

The independence of our Non-Executive Directors is formally
reviewed annually by the Nominations Committee and as part of the
Board Effectiveness evaluation exercise. Our process for assessing
independence is set out below.

One of the key activities during the year was the Committee’s role in reviewing the composition of the Board and its Committees and
assessing whether the balance of skills, experience, knowledge and independence is appropriate to enahble them to operate effectively.
This process included a robust assessment of the independence of the individual Directors, with a particular focus an those Directors
serving on the Board for more than six years. A summary of our assessment process is set out below.

1

Review of the composition
and diversity of the Board
and how effectively members

2

Review of the knowledge,
skills, diversity and experience
of individual Directers, Board

Committees and the Board
as a whole. The Committee
assessed and updated the
Board skills matrix as part
of this activity.

work together to achieve
objectives in consideration
of the outputs of the Board
Effectiveness evaluation.

Talent development

We recognise the importance of develeping our people and, as such,
talent management at all ievels remains a key topic of Committee
discussion. The Group's five-year talent plan focuses on building
technical and leadership capatbility while creating diverse talent
pipelines for the future.

As outlined in last year's Annual Report, we opened the Severn Trent
Academy in February 2021, which is an exciting part of our lang-term
succession glanning and skifls development capability. It wilt enable
employees to develop with us, fulfil their potential and perform at
their best. You can read more on page 88.

Our senior leadership population is a scurce of future Executive
Committee talent, with some of cur most recent Executive Committee
appointments, James Jesic, Bob Stear and Shane Anderson,
progressing through this route. We have strong internal succession
plans and balance these with bringing in new talent through our
graduate, apprenticeship and intern programmes. We currently
have a total of 181 graduates or apprentices in training, with 77

of these places offered in 2021/22. Our graduate and apprentice
opportunities span a whole range of careers inctuding within the
Engineering, Leakage Technician, Technology, Legal, Finance and
Visitor Experiance teams.
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3

Review of individual

Director independence

every six manths through

the established Cenflicts

of Interest and Persons
Closely Associated declaration
process, developed in line
with the independence criteria
outiined in the 2018 Code and
Charter of Expectations.

4

At its meeting in April 2022,
the Cammittee considered
the outputs of the review

and concluded that there
were no concerns as regards
the composition of the Board,
the contribution or
commitment of any Directors,
and it was considered that all
Directors were considered to
be independent in judgment
and character.

The Committee was delighted with the way in which the Company
embraced the Government Kickstart Scheme with ambitious pians to
support 500 unemployed 16 to 24 year-olds with paid work experience
and skills development placements for six months. 'Kickstarters’ will
also recaive a comprehensive employability skills programme via the
Severn Trent Academy to support their future career aspirations.

The Committee was fortunate to meet some of our ‘Kickstarters’

in April 2021, during a visit to the Severn Trent Academy.

| am delighted that, in total, we have had 340 "Kickstarters’ join us,
with 40% of those having secured jobs or gane back inte education.
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Diversity

As highlighled warlier in the report, the Board and Committee continue to drive the agenda of diversity across the Group and are proud ot the
progress made. The February 2022 report from the FTSE Women Leaders Review, which builds on the excellent work of both the Hampton-
Alexander and Davies reviews over the last ten years, named Severn Trent as one of the country's top perfermers in this area, driven by our range
of programmes in place to increase diversity in our tatent pipelines. This year we also launched a new inclusion programme to better enable
careers and career progression for colleagues from minority ethnic, L6BTQ+ and disabled groups, and women in STEM and Operaticnal roles.

A breakdown by gender of the number of persons who were Directors of the Company, senior managers, as defined in the 2018 Code and Companies
Act 2006, and other employees as at 31 March 2022 is set out below, alongside details of the minority ethnic population of these same groups.

EMPLOYEE DIVERSITY AS AT 31 MARCH 2022

BOARD DIVERSITY AS AT 31 MARCH 2022

Parker Review - ethnic diversity

The Board remains focused on promoting breader diversity and creating an inclusive culture in tine with the recommendations of the Parker
and McGregor-Smith reviews. A diverse organisation benefits from differences in skills, regional and industry experience, background, race,
gender, sexual arientation, religion, belief and age, as well as culture and personality. The Committee is focused an ensuring that the diversity
of our employee base reflects the diversity of our region - including the gender, social 2nd ethnic backgreund, skills and experience amongst
aur customers and the communities that we serve.

The Board Diversity Policy was reviewed by the Committee in May 2022, with recommended updates approved by the Board. As part of Board
discussions, recognition was given to the importance and benefits of greater diversity, including gender diversity, social and ethnic background,
and coqnitive and personal strengths throughout the organisation, including on the Board itself. The abjectives and targets of the Policy, and an
update against each of them, are set out overleaf. A copy of the Pelicy is available an the Severn Trent Plc website.
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BOARD DIVERSITY POLICY - DBJECTIVES

When recruiting for new Beard members, the Commitiee ensures that the recruitment processes are in line with our Policy to include
diverse candidates from a wide variety of backgrounds and those with non-listed company experience for the Committee to consider.

Policy objectives

Implementation

Progress against objectives

Ensure the Board comprises an
appropriate baiance of skills,
experience and knowledge
required to effectively oversee
and support the management
of the Company.

Ensure consideration is given
1o diverse candidates for Non-
Executive Director Board
appointments from a wide pool,
including those with no listed
company Board experience.
Fnsure Board appointment
‘longlists’ include candidates
with a diversity of social and
ethnic backgrounds and cegnitive
and personal strengths.

Annual review of the Board's
composition by the Nominations
Comrnittee with particular
consideration being given ta the
batance of skills, experience and
independence of the Board. The
Board Effectiveness evaluation
specifically considered the
composition of the Board and the
contribution, commitment and
independence of individual Directors.

At its April 2022 meeting, the Committee formally reviewed
the composition of the Board and the performance,
contribution and commitment of individual Directors in the
context of the Board Effectiveness evaluation. Na concerns
were raised in relation to the composition of the Board and
the balance of skills, experience and knowledge on the
Board as a whole,

All Board succession discussions took place in consideration
of the Policy and its aims to increase the ethnic diversity of
the Board in line with the recommendations of the Parker
and McGregor-Smith reviews.

The Board and Nominations
Committee recognise the importance
and benefits of greater diversity,
including gender diversity, social and
ethnic background and cognitive and
personal strengths, throughout the
organisation, including on the

Board itself.

Oninstruction of an executive search
firm, the specification will ensure
that candidates with no listed
company Board experience are

fully considered.

Board appointments were made during the year
as follows:

1 November 2021: Independent Non-Executive Director
- Gillian Sheldon; and

1 January 2022: Independent Non-Executive Director

- Tomn Delay.

The recommendations in respect of these Board
appointments were conducted in full consideration of the
Policy, the 2018 Code and additional relevant guidance.

The Committee ensured that Hedley May, the executive
search firm engaged for these appeintments, presented a
diverse potential candidate list, including candidates with
no listed company Board experience.

Ensure focus is given to the
development of a pipeline of
diverse high calibre candidates
for Board level roles and report
annually on the diversity of the
Executive pipeline as well as the
diversity of the Board.

Regular Beard and Nominations
Committee consideration of the
importance and benefits of greater
diversity, including gender diversity,
social and ethnic background and
cognitive and personal strengths.
This includes representation of these
cohorts in the Group's talent pipeline
and on the Board itself.

BOARD DIVERSITY POLICY - TARGETS

Atits April 2022 meeting, the Board considered diversity
and inclusion within the Group. The Board committed to
building on existing graduate, apprentice and leadership
programmes to embed thctusivity in our succession
planning and talent development work. This included
discussion on strengthening our tatent pipeline, with an
enhanced focus on ensuring appropriate representation
from minority ethnic candidates, as well as other relevant
diverse cohorts. This was also an area of specific focus
within the Board and Executive Committee succession
planning discussions that took place during the year.

In May 2022, the Nominations Committee conducted its annual review of the Policy and associated targets. The review recommended
changes to the Group's Policy and proposed new diversity targets, which the Board approved at its meeting on 20 May 2022.

114

Policy targets for 2021/22

Progress against targets

Policy targets for 2022/23

Maintain at least 40% female
Directors on the Board over
the short to medium term.

Maintain at least 10% Directors from
a minority ethnic background on the
Board over the short to medium term,

50% female representation on
our Board as at 31 March 2022.

10% minority ethnic representation

on our Board as at 31 March 2022,
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Maintain at least 40% female Directors on
the Board over the short to medium term.

Maintain at least one female in the Chair

and Senior independent Director roles on

the Board and/or maintain at least one female

in the Chief Executive and Chief Financial Officer
roles in the Company.

Maintain at least 10% Directors from a minority
ethnic background on the Board aver the short
to medium term.
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AUDIT AND RISK COMMITTEE

REPORT

John Caghlan
Chair

Committee members Membership dates Meetings attended

John Coghtan [Chair) May 2014 717
Kevin Beeston Septernber 2014 777
Sharmila Nebbhrajani' May 2020 5/7
Philip Remnant March 2014 77
Gillian Sheldon January 2022 1M1

1 Sharmile Nebhrajaniwas unable to attend the Neverber and December 2021
Commttee meetings due te illness and extended hospitalisation,

All members of the Committee are Independent Non-Executive
Directors of the Board. The Board considers that all members

of the Committee have recent and relevant financial experience
and competence retevant to the sectar, with the Chair and the
majority of the Committee members being qualified accountants.
Only members of the Committee have the right to attend
Committee meetings. Other regular attendees at meetings at

the invitation of the Committee include the Chair of the Board,

the Chief Executive, the Chief Financial Officer 'CFOQ’], the General
Counsel and Company Secretary, the Head of Internal Audit, the

Group Financial Controller, other members of senior management,

representatives from the External Auditer, Beleitte, and non-
financial regulatory perfarmance and data assurers, Jacobs,
Nene of these attendees are members of the Committee.

The Committee regularly holds private discussions with the
Head of Internal Audit and the External Auditor separately,

without management present. The

Committee Chair regularly

holds separate one-to-one meetings with the CFO, the Head of
Internal Audit, the External Auditor and with Committee
members outside the meetings to better understand any issues

or areas for concern,

Documents available at severntrent.com

‘Non-Aydit Services Policy

Charter of Expectations

Anti-Bribery and
Anti-Fraud Policy

Committee Terms
of Reference

GROUP FINANCIAL STATEMENTS COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Dear Shareholder

This report aims to provide shareholders with a clear understanding
of the work we have done as a Cemmittee to provide challenge and
assurance on the integrity of the 2021/22 Annual Report and Accounts
and the Group's regulatery reporting requirements. The Committee
assists the Board by establishing, reviewing and monitering the
formal and transparent policies and procedures to ensure the
independence and effectiveness of the Internal and External Audit
functions, the integrity of financial and narrative reporting, the
Company's internal control framework and the adequacy of the
process that enables the Board to assess the extent of Principal
Risks the Company is willing to take to achieve its long-term strategic
objectives. The Committee, and its individual members, act in a way
that we consider is most likely to promote the success of the Company
for the benefit of its members as a whole, including shareholders,

as set out in 5172 of the Companies Act 2006. This ensures that

the interests of cur shareholders, and broader stakeholders, are
properly considered and reflected in our decision-making processes.
Additionat informatien en how the Beard, and Audit and Risk Committee,
have considered stakeholders in their decision making can be found
on pages 72 to 81.

Much of the Committee’s work relates to the regulated activities

of Severn Trent Water, which represent over 0% of Group turnover.

A dedicated Audit and Risk Committee for Hafren Dyfrdwy was
constituted during the year and you can read more about the activity
of this Committee in the Hafren Dyfrdwy Annual Report and Accounts.
The Committee’s vital contribution to our Purpase of ‘taking care of
ane of life's essentials’ ensures that the interests of sharehelders

and other stakeholders, particutarly our customers and regulators,
are properly protected, by overseeing the Group's financial reporting
and internal control arrangements. The Committee uses its callective
expertise, with input fram the Externat Auditor, to pravide challenge
to the approach and judgments made by management in the treatment
of financial matters and the resulting disclesures within the financial
statements. Transparency and openness are fundamental to the
relationship between management and the Committee, which is

of course reinforced through our culture of Doing the Right Thing.

As such, one of our key roies is to advise the Board that we are

satisfied that the Annual Report and Accounts are fair, balanced

and understandable and provide the information necessary for
shareholders to assess the Company’s position, performance,

business model and strategy. In doing so, we ensure that management’s
disclosures reflect the supporting detail, or challenge them to explain
and justify their interpretation and, if necessary, re-present the
infarmation. The External Auditor supports this process, in the course
of its statutory audit, by auditing the accounting records of the Company
against agreed accounting practices, relevant laws and regulations.
Deloitte’s audit report can be found on pages 134 to 141. We were
pleased to advise the Board that the 2021/22 Annual Report and
Accounts are fair, balanced and understandable and that the Directars
have provided the necessary informatian for our shareholders to
assess the Company’s pesition, prospects, business model and
strategy. Qur review process s described in further detail on page 117,

During the year the Committee reviewed and agreed with management’s
proposal for the Company's leng-term Viability Statement to continue to
cover a seven-year period [see pages 68 to 71). [t was agreed that this
was appropriate, given the nature of the regulatory regime in the water
sector and Ofwat's statutory duty te ensure that companies can finance
the proper carrying out of their functions.
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The Cemmittee has spent a considerable amount of time reviewing
the Group’s ERM processes and procedures, with good progress rmade
in enthancing their effectiveness during the year. The Committee also
reviewed the Group's Risk Appetite Statement and recommended this
for consideration and apgroval by the Board. Yeu can read more about
this important work on pages 41 to 66.

You will see that this repart contains an overview of the Company’s
whistlebtewing arrangements. The Board carefully considered the
2018 Code and in 2018/19 implemented many of the new principles
earlier than required, as disclosed in our 2018/19 Annual Report. As
part of this process, the Board agreed that the responsibility for
oversight of whistleblowing arrangements should continue to be
delegated to the Audit and Risk Committee and not be a matter
reserved solely to the Board. However, the Board as a whole monitors
and reviews the effectiveness of the Group’'s whistleblowing
arrangements annually, to ensure that it has sufficient oversight of
whistleblowing ta supportits werk on culture, risk and stakeholder
engagement. The Audit apd Risk Committee continues to receive
reports on investigations and all significant whistleblowing matters
are reported directly to the Board. The Board has reviewed these

Key areas of focus in 2021/22

arrangements again this year and is satisfied that they are effective,
facilitate the proportionate and independent investigation of reperted
matters and allow appropriate follow-up action to be taken.

The internally facilitated Board EHectiveness evaluatian this year
included an assessment of our performance as a Committee. | am
pleased that this concluded that we aperate effectively and that the
Board takes assurance fram the quality of our work. The Beard is
satisfied that the Committee members bring a wide range and depth
of recent and relevant financial and commercial experience across
various industries and all members have competence relevant to our
sector. You can read more in their biographies on pages 96 ta 97.

I would tike to thank the members of the Committee, the management
teamn, tnternal Audit, Deloitte and Jacebs for their continued commitment
throughout the year, for the open discussions that take place at our

meetings, and for the contribution they all provide in support of our work.

John Coghlan
Chair of the Audit and Risk Committee
24 May 2022

The Committee has an extensive agenda focusing en the audit, risk and assurance processes within the business which it deais within
conjunctien with management, the External Auditor, Internal Audit and the Finance and Regulatory Compliance and Assurance teams.

internal Audit

- Considered Internal Audit
reports presenied to the
Committee and satisfied itself
that management had
resolved or was in the pracess
of resolving any outstanding
issues or actions.

Internal Controls and
Risk Management

- Reviewed the effectiveness
of the Group’s ERM processes
and procedures and internal
contrel systems, and
integration of the compenents
of the risk framewaork inta
Board and Committee
reporting, prior to making a
recommendation to the Board.
The Committee also reviewed
the Group's Risk Appetite
Statement prior to making a
recommendation to the Board.

- Reviewed and approved the
Internal Audit plan and
appreach for 2022/23.

- Reviewed the quality and
effectiveness of Internal Audit
and the effectiveness of the
current co-source
arrangements. - Maonitored fraud reporting and

incidents of whistleblowing,

including a review of the
adequacy of the Group’s
whistleblowing processes and
procedures, prior to reporting
to the Board on this activity.

- Oversight and monitoring
of the Group’s compliance
with the Bribery Act 2010,
including a review of the
adequacy of the anti-bribery,
corruption and fraud
processes and procedures
tand associated policiest.

Financial and External Audit
Regulatory Reporting -

- Reviewed and discussed
reports from the Chief
Financial Officer on the
financial statements,
considered management’s
significant accounting
judgments and the policies
being applied, and assessed _
the findings of the statutary
audit in respect of the integrity
of the financial reporting of
full and half year results.

Oversaw the 2021/22 statutery
audit, including the key audit
risks and level of materiality
applied by Detoitte, audit
reports from Deloitte an the
financial statements and the
areas of particular focus for
the 2021/22 audit.

Assessed the effectiveness of
the External Auditor and made
a recommendation to the Board
on the reappointment of
Deloitte as the External Auditor.

- Reviewed the integrity of the

regulatory reporting process
relating to the Annual
Performance Report, and
other regulatory submissions,
for Severn Trent Water as
required to be submitted to
Ofwat.

Reviewed the 2021/22 Annual
Report and Accounts and
provided a recommendation
to the Board that, as a whole,
they complied with the 2018
Code principle to be “fair,
balanced and understandabte
and provide the infermatian
necessary for shareholders
to assess the Company's
position, performance,
business model and strategy’.

- Agreed the statutory audit

fee for the year ended
31 March 2022.

Reviewed and approved the
non-audit services, and
related fees, provided by the
External Auditor for 2021/22.

The Committee atso reviewed and approved the Committee's Terms of Reference, prior to making a recommendation to the Board. In completing
its review, the Cemmittee concluded that the Terms of Reference remained appropriate and reflected the manner in which the Committee was

gischarging its duties.

The Committee is authorised to seek external legal or other independent professional advice as it sees fit but did not need to do so during the year.
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At the request of the Board, the Committee has considered whether, in its opinion, this Annual Repart and Accounts, taken as a whote, is
‘fair, balanced and understandable’ [[FBU') and whether it provides the “information necessary for shareholders to assess the Company's
position. perforrnance, business model and strategy'_

The following process was followed by the Committee in making its assessment:

1

Regular Disclosure
Committee Review

The Committee
reviewed the Annual
Report and Accounts
throughout the
process and
undertook a detailed
FBU assessment
ahead of tabling a
detailed report to the
Audit and Risk
Cammittee. This
process was

2

Regular Audit and
Risk Committee
Review

The Committee
reviewed the Annual
Report and Accounts
at an early stage, and
throughout the
process, to enable
sufficient time for
comment and review
and ensure overall
balance and
consistency.

3

Internal Audit
Verification and
Cversight

Internal Audit
reviewed the Annual
Report and Accounts
and oversaw
averification process
for all factual content
and reported back to
the Committee on its
assessment

and findings.

4

Fau
Assessment

The Committee
reviewed and
approved the process
in place to sugport
the FBU assessment
and reviewed the
findings of this
pracess. The
Committee was
satisfied that all the
key events and issues
reported to the Board

5

External Auditor
Review

The External Auditor
presented the results
of its audit work. T he
significant issues we
consideredas a
Committee were
consistent with those
identified by the
External Auditer inits
report [see pages 154
to 161 for more
detaill.

6

Recommendation
to Board

The Board approved
the Committee's
recommendation that
the FBU statement
could be made, which
can be found in the
Directors’
Responsibility
Statement on page
153 of this Annual
Report.

conducted in a timely
manner to enable
sufficient time far the
Audit and Risk
Committee to
comment and review
on the report and
ensure overall
balance and
copsistency.

Internal Audit

Internal Audit is an independent assurance function available to

the Board, Audit and Risk Committee and all levels of management,
and is a key element of the Group’s carporate governance framework.
Supportis provided by three main co-sourcing pariners: PwC, EY
and KPMG. Co-source arrangements are reviewed annually and we
believe this structure adds vatue, through greater access to specific
areas of expertise, increased ability to flex resources, and the ability
to challenge management independently. Co-source specialists
continue ta bring expertise to support the team and delivery of the
audit plan where relevant.

Internal Audit plan and actions

The role of Internal Audit is to provide independent and objective
assurance that the Group’s risk management and internal control
systems are well designed and operate effectively, and that any
corrective actien is taken in a timely manner.

A three-year strategic audit planning approach is applied, from

which Internal Audit develops an annual risk-based audit plan; this
facilitates an efficient deployment of resource in providing assurance
coverage over lime across the whole business. The Committee's role is
to review and challenge the plan, specifically whether the key risk areas
identified as part of our ERM process are being audited with apprapriate
frequency and depth. Individual Committee members alsa bring an
external view of risks the Company may be exposed to. Once approved
by the Committee, regular reporting enables the Committee to monitar
delivery of the audit plan and ensure that Internal Audit performs its
work in accordance with the mandatory aspects of the International
Professional Practice Framework of the Chartered Institute of Internat
Auditors [the 'CilA’], with integrity [hanestly, diligently and responsibly)
and objectively [without conflicts of interest).

by management {both
positive and negative)
had been adequately
referenced

or reflected within
the Annual Report
and Accounts.

Following the campletion of each planned audit, Internal Audit seeks
feedback from management and reports to the Committee on the
findings of the audit, including any action that may be required. Where
any failings or weaknesses are identified in the course of the review

of internal control systems, management puts in place robust actions
to address these on a timely basis. No material weaknesses were
identified during the year. Action closure is reported to, and monitored
by, the Committee and we are pleased to confirm that our review
established that management places a strang focus on closing audit
actions and ensuring timely completion.

The Internai Audit function also liaises with the External Auditor, discussing
relevant aspects of their respective activities which ultimately supports
the assurance provided to the Committee and Board.

Effectiveness

To ensure continued efficiency, we undertake an annual review of
the effectiveness of the Internal Audit function in line with the CllA
Internal Audii Code of Practice and the FRC Guidance on Audit
Committees. The ClIA guidance states that Audit Committees should
obtain an independent and objective external quality assessment at
least every five years. However, we consider it prudent to carry out
external effectiveness reviews every three years. As planned, we
commissioned an external review of the effectiveness of the Internal
Audit function in December 2021. The review was carried out by BDDO,
which concluded that the internal Audit function remained fit for
purpose, was operating efficiently and effectively, and in line with
good practice. BDO's findings also highlighted clear evidence that
the Internal Audit function operated with strategic alignment, a focus
on risk and an emphasis on quality and continuous impraovement,

all underpinned by objectivity and integrity. The minor areas of
improvement raised by BDO have been incorporated inte an acticn
plan which was shared and agreed with the Chair of the Committee.
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Taking all these elements into account, the Committee concluded that
the internal Audit function was an effective provider of assurance over
the Group's risks and controls, and appropriate resources were
available as required.

Internal controls and risk management
Internal controls

Aninternal control systern can provide reasonable but not absolute
assurance against material misstatement or loss, as it is designed to
manage rather than eliminate the risk of failure to achieve business
objectives. The Committee reviews the Group’s internal control
systems and receives updates on the findings of Internal Audit’s
investigations at every meeting, prior to reporting any significant
matters ta the Board.

The Audit and Risk Committee keenly awaits the outcome of the
Department of Business, Energy and industrial Strategy {'BEIS’)
consultation on ‘Restoring trust in audit and corporate governance’.
We are fully committed to ensuring that the Group’s audit and
governance arrangements reflect best practice and address any
new requirements within the expected timeframes. In preparation
for this, during the year, a detailed review of the Group's systems,
processes and procedures was undertaken by the Committee in order
to provide assurance te the Board that the Group’s internal control
systems, including those which cover financial reparting, continue
to operate effectively.

Further to the reports received by the Committee, which set out
the Group's processes, systems and assurance procedures, the
Committee has concluded that it has complied with its obligations
under the 2018 Code in relation te the assessment of risk and
monitoring and review of the effectiveness of internat controls and
risk management. The Committee is pleased to confirm that it was
able to provide the Board with assurance that the Group’s internal
control systems and risk management procedures are effective,
efficient and operating as required.

Risk management

The Group has an ERM process in place through which our Principal
Risks and related controls are identified and assessed. The Board
has overall responsibility for setting the Group's risk appetite and
ensuring that there is an effective risk management framework

in place, and has delegated responsibility for review of the risk
management methodelogy and effectiveness of internal controls to
the Audit and Risk Committee. The Committee reviews the processes
for, and outputs from, the Group’s ERM activity, through which our
Principal Risks and related controls are identified. it also reviews the
etfectiveness of the risk management system on behalf of the Board
and keeps under review ways in which the control and assurance
arrangements can be enhanced. Throughout the year, improvement
activities were identified to complement the Audit and Risk Committee
with an updated Strategic Risk Forum as a value-adding function,
assisting the Committee in reviewing the risk management system,
internal controls that mitigate risks and undertaking reviews of
assurance risk reports prior to Audit and Risk Committee meetings.
The Centrat ERM Team also undertock a review of the integration of
the components of the risk framewark into Board and Committee
reparting, prior to making a recommendation to the Board.

This year, the Committee spent a cansiderable amount of time
reviewing the Group’'s ERM processes and procedures, with good
progress made in enhancing its effectiveness during the year. The
Committee also reviewed the Graup's Risk Appetite Statement and
recommended this for consideration and approval by the Beard.
You can read more about this important work on pages 61 to 6.

The Committee received half-yearly reports from the Head of Risk,
detailing the significant risks and uncertainties faced by the Group.
Each risk submitted for review includes an assessment of the overall
risk status, status of the cantrol environment and a summary of the
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risk mitigation plan to take the risk to the target risk position, which
needs to be in line with the risk appetite. The risk mitigation plan
covers action plans to improve controls where this has been assessed
as necessary and assesses whether actions are on target, with the
correct prioritisation in place. Further details of the Group’s risk
management systems and controls and Principal Risks can be found
in the Strategic Report on pages 41 to é5.

Whistleblowing

The Group has established procedures by which all employees may,
in confidence, report any concerns. Qur Whistleblowing Policy, ‘Speak
Up, sets out the ethical standards expected of everyone that works
for, and with, us and includes the procedure feor raising concerns in
strict confidence. Our workforce can raise concerns through their
line manager, senior management and through our confidential and
independent whistleblowing helpline and enline channel, ‘Safecall’.
Ali investigations are carried out independently with findings being
reported directly to the Audit and Risk Committee.

The Board as awhole monitors and reviews the effectiveness of

the Group's whistleblowing arrangements annually, to ensure that

it has sufficient oversight of whistleblowing to support its work on
assessing culture, risk and stakeholder engagement. The Audit

and Risk Committee receives reports on investigations and all
significant whistleblowing matters are reported directly to the
Board, The Board also receives regular updates from the Commitiee
and the Board completes an assessment of the effectiveness of the
Group's whistleblowing procedures. The Board has reviewed these
arrangements again this year and is satisfied that they are effective,
facilitate the propertionate and independent investigation of reported
matters and allow appropriate follow-up action to be taken.

External Auditor

The Committee has primary responsihility for overseeing the
vital relationship with the External Auditor, including assessing
its performance, effectiveness and independence annually and
making a recommendation to the Board in respect of its
reappeointment or remaoval,

Tender and appointment

Following a formal tender process in 2015/16, Deloitte LLP was
reappointed as Externat Auditor at the 2016 AGM. Following the
rule that the audit engagement partner must change every five
years, Jacqueline Holden became the senior statutory auditor and
has overseen the audit of the Severn Trent Group since 2020/21.
Other senicr audit staff also rotate at reqular intervals.

The Committee anticipates that the next competitive tender will be
conducted no later than 2025, in accordance with current regulation
that requires a tender every ten years. Deloitte will not be able

to participate due to mandatory rotation requirements.

The proposed tender date is in the best interests of shareholders and
the Company as Deloitte has a detailed knowledge of our business,
an understanding of our industry and continues to demonstrate that
it has the necessary expertise and capability to undertake the audit.

The Company has complied with the provisions of the Competition
and Markets Authority's Grder for the financial year under review in
respect to audit tendering and the provisien of non-audit services.

Effectiveness and competence

The Commiitee considers audit quality to be the principal requirement
of the annual audit process and as such, a full effectiveness review is
conducted annually. This year, it involved assessment of the External
Auditor by the Committee, key Executives and relevant senior
management, including an evaluation of whether the External Auditor
met the minimum standards of quatification, independence, expertise,
eftectiveness and communication. All members of the Commitiee, as
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well as key members of management and those who have reqular
contact with the External Auditor, completed a feedback questionnaire
facusing on the following areas:

- Robustness of the external audit process and degree of challenge
to matters of significant audit risk and areas of management
subjectivity,

- Appropriateness of the scope of the audit and the planning process
for the delivery of an effective and efficient audit.

- Quality of the delivery of the audit, the service provided by the
External Auditor and its knowledge and understanding of the
Group's business.

- Expertise of the audit team conducting the audit.

- Degree of independence applied by the External Auditor and that
policirs and pracedires weres cansistantly applied

- Views on the guality of the interaction between the audit partner
and senior members of the audit team and the Company.

- Whether the statutory audit contributed to the integrity of the
Group’s financial reporting.

Feedback was collated and presented to the Committee in March
2G2Z, without the External Auditor present. The Committee discussed
the conclusions and any opportunities for improvement, which were
brought to the attention of the External Auditor. No significant issues
were reported as part of this process, and it was conctuded that the
external audit process and services provided by Deloitte were
satisfactory and effective.

Audit and non-audit fees [£m)

Total fees Total fees
£0.9m £1.1m
2019/20 2020/21

[ ] Statutary audit - the Company
[ ] Statutory audit - subsidiaries

Significant non-audit work 2021/22

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Independence

The Committee regards independence of the External Auditor as
absolutely crucial in safequarding the integrity of the audit process
and takes responsibility for ensuring the three-way relationship
between the Committee, the External Auditor and management
remains appropriate.

The Committee recognises that independence is also a key focus for
the External Auditor, and Oeloitie has confirmed that it has complied
with its own ethics and independence pelicies, which are consistent
with the FRC’s Revised Ethical Standard [2019]. This includes the
External Auditor’s assurances that all of its partners and staff
involved with the audit are independent of any links to the Group and
that nene of its employees working on our audit hold any sharesin
Severn Trent Plc. Deloitte provides confirmation of independence
during the planning stage of the audit, disclosing matters relating to
its independence and objectivity. There were no independence issues
raised in respect of the 2021/22 audit.

The Committee also develops and recemmends to the Board the
Group's policy on non-audit services and associated fees paid to
Deloitte, to ensure the External Auditar is not providing any additional
services which could impede its independence. You can read more on
this policy overleaf.

Total fees

£1.2m

2021/22

8 Regulatery non-audit services provided by the statutery auditer

# Other non-audit services

NATURE OF SERVICE REASON FOR DELOITTE'S APPOINTMENT FEES (E°000]
Interim review This work is akin to an audit and is expected to be performed by the 83
External Auditor.
Assurance of regulatory returns Audit of sections 1and 2 of the Severn Trent Water and Hafren Dyfrdwy Annual 82
Performance Reports is closely related to the Externat Auditor’s statutory audit
work and the two assignments are performed in parallel.
Subtotal 165
Reporting under Group These documents reguire reperts and it is normal practice for the Externai Auditor 97
financing decuments to provide these.
Other assurance 4
Subtotal 101
Total 2021/22 non-audit fees 266
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Non-audit services

To preserve objectivity and independence, the External Auditor is not
asked to provide ather services unless it is in the best interests of the
Company that these are provided by Deloitte rather than another
supplier, in accordance with our Non-Audit Services Policy [the ‘Policy’).

We

reviewed and updated the Policy during 2019/28 to reflect the

FRC's Revised Ethical Standard and the more restrictive list of
services that are now permitted, and the Policy was subject to

a further review during the year. The Policy requires Committee
approval for all such non-audit services. The Policy also prohibits
aggregate fees for non-audit services in excess of 70% of the average
audit fee for the previous three financial years. Non-audit services for
which the External Auditor may be used include audit-related services
required by statute or regulation and other audit or assurance
services as set out in the Ethical Standard.

During the year, Deloitte received £900,000 in fees for work relating

1ot

he audit services it provides to the Group. Non-audit-related work

undertaken by Deloitte amounted to fees of £266,000 this year, whichis
23% of the total audit fees paid to it [as shown in the chart on the
previous pagel. The meore significant non-audit services provided by
Deloitte were the audits of the financial infermation contained within

the

Severn Trent Water and Hafren Dyfrdwy Annual Perfarmance

Reports and the independent review of the Company’s half-yearly
financial report.

Audit and non-audit fees paid to Deloitte are set out in note 7 to the
financial statements on page 181. In approving these non-audit fees,
we considered the overall ratio of nen-audit fees to audit fees and.,
given the scope of work, considered that Deloitte was best placed

te perform these services. Where Deloitte was chosen, this was as

a resutt of its detailed knowledge of our business and understanding
of our industry, as well as demonstrating that it had the necessary
expertise and capability to undertake the work cost effectively whilst
maintaining its abjectivity and independence.

Details of audit and non-audit fees and the significant non-audit work
undertaken during the year are set cut on the previous page.

Statutory auditor reappointment for the
year ending 31 March 2023

The Committee has recommended to the Board that Deloitte be
propased for reappointment for the year ending 31 March 2023 at the
forthcoming AGM on 7 July 2022. There are no contractual obligations
that restrict the Committee’s choice of auditor; the recommendation is
free frem third party influence and no auditor liability agreement has
been entered inta.

Significant issues considered and addressed in relation to the financiat statements

The Committee looked carefully at those aspects of the financial statements that required significant accounting judgments or where there is
estimation uncertainty. These areas are explained in note 4 to the Group financial statements. The Committee also censidered the accounting
treatment for revenue and accrued income, It received detailed reports from both the CFO and the External Auditor on these areas and enany
other matters which they believed should be drawn te the Committee’s attention. The draft External Auditor’s repart on the financial
statements was also reviewed, with particular reference to those matters reported as carrying risks of material misstatement.

The Committee discussed the range of possible treatments both with management and with the External Auditor, confirming that the
judgments made by management were robust and supportable. For all the matters described below, the Coramittee concluded that the
treatment adopted in the Group financial statements was appropriate.
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SIGNIFICANT ISSUE

Going concern basis for the financial statements and
long-term Viability Statement.

Determination of the provision for impairment of trade
receivahtes in Severn Trent Water Limited.

At 31 March 2022, the provision in the Group's financial statements
was £135.0 million and the charge for the year was £24.6 million.
Severn Trent Water Limited has a statutory obligation to continue

ta supply water and waste water services to customers even when
thetr bitls are unpaid. This increases the risk of bad debts. In addition,
it has a large and diverse customer base which requires impairments
‘against trade receivables to be assessed on a systematic basis
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HOW THE ISSUE WAS ADDRESSED BY THE COMMITTEE

The Committee reviewed and challenged the evidence and
assumptions underpinning the use of the going concern assumption
in preparing the accounts and in making the statements in the
Strategic Report on going cencern and long-term viability.

In particular, the Committee considered severe but plaustble scenarios
madelied in relation to the Company's Principal Risks, noting the
stress tests performed by management and the potential mitigating
actions identified.

Our Business Model can be found on pages 6 to 7. Principal Risks
and uncertainties can be found on pages 61 to 6. The Viability
Statement can be found on pages 68 to 71 and the Gaing Concern
Statement on page 71.

The Committee challenged management’s assumptions regarding
the impact of the cost of living pressures on Severn Trent Water's
customers on the expected credit losses for trade receivables
existing at 31 March 2022, noting the independent forecasts of the
tikely economic impacts and the historical evidence of a ink between
macroeconomic conditions and the Group’s bad debt experience.

The Committee considered the work performed by the External
Auditor and the conclusions they reached regarding the adequacy
of the provision.

The Committee determined that no adjustment to the amounts
recorded was required.
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SIGNIFICANT ISSUE

The proposed classification of costs between operating expenditure
and capital expenditure in Severn Trent Water Limited.

Severn Trent Water Limited has a significant capital programme
that includes prajects made up of combinations of expenditure and
activities, some of which are recognised as property, plant and
equipment and some of which are recognised as operating costs.
For most of the expenditure this distinction is clear but there is an
etement where subjective judgments are required to determine

the appropriate accounting treatment.

Determination of the amount of the Group’'s retirement

benefit obtigations.

At 31 March 2022, net retirement benefit obligations amaounting to
£128.0 million were recognised. The net obligation recognised on
the balance sheet is the difference between the fair value of the
schemes’ assets at the balance sheet date and the present value
of the benefits expected to be paid to members of the schemes.
This requires assumptions to be made for the expected age of
retirement and longevity of members, future inflation rates and
increases to benefits.

It is also necessary to determine an appropriate discount rate

to caleulate the present value of the estimated gross obligations.
Management takes advice from external qualified actuaries who
perform the calculation of the present vaiue of the benefits based
on the assumptions set by management.

FRC review of the Company’s Annual Report and Accounts for

the year ended 31 March 2021.

The FRC carried out a review of the Company’s Annual Report and
Accounts for the year ended 31 March 2021 in accordance with Part 2
of the FRC Corparate Reporting Review Operating Procedures.

The review was based solely on the Annual Report and Accounts
and did not benefit from detailed knowledge of cur business ar an
understanding of the underlying transactions entered into. It was,
however, conducted by staff of the FRC who had an understanding
of the relevant legal and accounting framework.

The review and the FRC’s role is not te verify the information
provided but ta consider compliance with reporting requirements.
The FRC accepts no liability for any reliance on their review by the
Company or any third party including, but not limited to, investors and
shareholders.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

HOW THE ISSUE WAS ADDRESSED BY THE COMMITTEE

The Committee considered the application of the Group's accounting
policies in relation to capital expenditure during the year. The Committee
enquired of management whether the pelicies had been applied
consistently from year to year while noting the expected lower
amounts capitalised in the first year of a new AMP in the prior year.

The Committee considered the results of the External Auditor’s
work and discussed the conclusions with the External Auditor.

The Committee determined that no adjustment to the amounts
recorded was required.

The Cammittee scrutinised the assumptions underlying the valuation
of the obligaticns and obtained explanations for the significant
reduction in the deficit recorded. The Committee considered
whether the assumptions, taken as a whole, were appropriate,
taking into account the work of the External Auditor and the
benchmark infermation provided. The Committee also scrutinised
the methodologies applied in assessing the fair values of the
schemes’ assets and considered the estimatian techniques used
for assets for which an up-to-date valuation was not available.

The Committee cansidered that the assumptions and methodelegies
were reasonable, and that no adjustment was required to the draft
Group financial statements,

The Committee further considered the accounting treatment for the
bulk annuity buy-in for the Severn Trent Mirrer Image Pension Scheme
and in particular, management’s conclusion that this transaction did
not represent a settlement under IAS 19. The Commirttee noted that
the Group retained the legal obligation to pay the member benefits
as they fall due and discussed this conclusion with the External Auditor.

The Committee determined that no adjustment to the amounts
recorded was required.

The Committee noted that the FRC did not raise any questions or
queries as a result of its review. The Committee further noted that
the FRC made a number of suggestions for changes to disclosures.

The Committee considered the changes to disclosures made by
management in the 2021/22 Annual Report and Accounts ard
concluded that the suggestions raised by the FRC had been
addressed.
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TREASURY COMMITTEE
REPORT

John Coghlan
Chair

Committee members Membershipdates Meetings attended

John Coghlan [Chair} May 2015 5/5
Kevin Beeston March 2021 5/5
Philip Remnant May 2015 5/5
Gillian Sheldon January 2022 2/2

All members of the Committee are Independent Non-Executive
Directors of the Board. Only members of the Committee have the
right to attend Committee meetings. Other regular attendees at
meetings at the invitation of the Committee include the Chair of
the Board, the Chief Financial Dfficer, the Group Treasurer, the
Group Financial Controller and representatives from the Group's
Treasury advisers, Rothschild & Co. None of these attendees are
members of the Committee.

Documents available at severntrent.com

Sustainable Finance
Framework

Sustainabte Finance Report

Committee Terms

Charter of Expectations of Reference
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Dear Shareholder

tam pleased to introduce this report which details the role of the
Treasury Committee and the key activities it has undertaken during
the year.

The Committee continues to ptay a key role in supporting the Board in
monitoring performance against the Group's approved Treasury Policy
and Annual Treasury Plan, reviewing in detail the Group’s funding
requirements and providing oversight of the Group’s key financing
risks and opportunities.

The Committee, and its individual members, act in a way that we
consider is most Likely to promote the success of the Company for the
benefit of its members as a whele, as set outin $172 of the Companies
Act 2006. This ensures that the interests of our shareholders, and
broader stakeholders, are properly considered and reflected in our
decision-making processes. The Committee's Terms of Reference,
available on our website, reflect cur continued commitment to this
and you can read more about our approach to $S172 on pages 82 to 84.

The focus the Committee gives to the Group’s financing strategy

is instrumental in ensuring that the Group remains in a strong
financing position throughout the AMPY regulatory pericd and beyond.
The ongoing impacts of COVID-1% and geopolitical events in Ukraine
are closely monitored and the Committee carefully considers the
potential effect on the Group's financing and ability to maintain
liquidity in line with the Greup’'s Policy. During 2021/22, the Group
refinanced £1.1 billion of bank facilities and issued £500 mitlion of
new debt, ensuring it remained in a strong liquidity position and

in compliance with its Liguidity Policy. At the balance sheet date,
the Group had sufficient liquidity to meet its forecast cash flow
requirements ta early 2024.

Future funding is an important part of our normal business planning
process and the Committee provides regular upcates to the Board in
respect of funding, solvency and liguidity matters so that the Group

can respond quickly te any changes in aur ahility to secure financing.

During the year, one such instance which required the Committee’s
timely consideration was the funding strategy and financing
structures to deliver the Group’s Green Recovery schemes. The

Board and Treasury Committee were delighted that Ofwat awarded
the Company £566 million (2017/18 prices) across six Green Recovery
projects, which together will strengthen the Group's capabilities and
network and will lead ta RCV growth, on which the Company will earn
future economic returns. You can read more about progress against our
Green Recavery projects an pages 29 to 31.

Following deliberation by the Committee, the Board accepted the
Committee’s recommendation to proceed with an Equity Placing,
Retail Offer and Subscription to assist with financing the Green
Recovery projects, as this was deemed to be in the best interests of
shareholders and the Company's wider stakeholders. On 19 May 2G21,
the successful pricing on the non-pre-emptive Placing of new
ordinary shares in the capital of the Company was announced, with
the Equity Placing, Retail Offer and Subscription raising gross
proceeds of appraximately £250 million.

The Group is fecused on ensuring that it develops and maintains
adiverse range of funding sources and access to a range of glebal

debt markets. We have a flexible strategy that blends large benchmark
issues with smatl opportunistic trades to make use of relative pricing

in these markets. Sustainable finance is a core element of the Group’s
tunding strategy. During the year the Group agreed £1.1 billion of new
sustainable bank facilities, where the margin payable is linked to the
performance against sustainable KPls. in February 2022, Severn Trent
Water issued a £400 million sustainable bond, the second bond issued
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under the Sustainable Finance Framework. Despite challenging
market conditions, the bond achieved a strong order book, allowing
efficient pricing inside the iBoxx-linked regulatory allowance. The
proceeds from the bond issue are used to finance green and social
projects undertaken by Severn Trent Water and, in June 2021, we
published eur first Sustainable Bond Allocation Report, which outlined
how the proceeds from our first sustainable bond were atlocated. The
Group closely moniters developments in sustainable finance through
its Sustainable Finance Committee, which reports to the Treasury
Committee on at least an annual basis.

Severn Trent Water issued a further £100 million under the European
Medium Term Note Programme, providing cost-effective liquidity,
whilst diversifying the Company’'s sources of funding. This comprised
a £50 million CPiH debt issue, which provides a hedge against the
Company's index-linked revenues and RCV, and a £50 million
fixed-rate debt issue. Both debt issues achieved pricing inside the
iBoxx.

The Committee completed a full review of the Graup’s Liquidity Policy
during the year, comparing policies across our sector, considering
evidence of historical market disruptions and the Company's going
concern requirements. It was recommeanded that the Group moved to
a 15-month policy, to provide flexibitity to manage peaks and the
oppertunity to reduce the cost of liquidity whilst centinuing to meet
the Company's going concern requirements, Following this detailed
review, the Committee approved the amendment of our Liguidity
Palicy to move from an 18-month policy to a 15-manth policy and
made an associated recommendation to the Board in this regard.

Key areas of focus in 2021/22

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

The Treasury Committee also oversaw the Group’s plans for
LIBOR transition during the year in arder to ensure that all affected
instruments had been transitioned to alternative benchmark rates
ahead of the cessation of LIBOR at the end of 2021. | am delighted
to report that all of the Group’s debt instruments and swaps were
successfully transitioned from LIBOR to SONJA,

The annuat Board Effectiveness evaluation, which was conducted
internally this year, assessed our performance as a Committee and

| am pleased that this concluded that we operate eftectively and that
the Board takes assurance from the guality of our work, The Board is
satisfied that the Committee members bring a wide range of financial
experience across various industries and all members have
competence relevant to our sector, with significant recent and
relevant financial experience.

| would like to thank the members of the Committee, the management
team and our debt advisers, Rothschild & Co, for their continued
cammitment throughout the year, far the open discussions that take
place at our meetings, and for the contribution they all pravide in
support of our work.

John Coghlan
Chair of the Treasury Committee
24 May 2022

The Committee provides Board oversight of the Group’s key financing risks and opportunities.

-~ Execution of the Group's financing plan and evaluation of funding opportunities, in
consideration of ongaing impacts of COVID-19 and geopolitical events in Ukraine,
including financing structures for the Group's Green Recovery submission.

- Consideration of the Group’s Liquidity Risk Management Policy and
recommendaticn to the Board to move to a 15-month policy.

- Review of the Group's treasury policies in relation te: financing; liquidity; hedging
of market risks linterest rates; inflation; currency and energy hedgingl; financial

counterparty credit risk and credit ratings.

- Annual update of the Group’'s European Medium Term Note Programme and
approval for bonds to be issued pursuant to that Pregramme during the year,

including a €400 million Sterling Bond completed in February 2022,

This year we updated our
Sustainable Finance
Framework, which we will
publish in summer 2022.

- Monitoring of the Group's Sustainable Finance Framework and the governance

in place around the Framework.

Read more online at severntrent.com

- Regular review of the Group’s Funding Strategy, including interest rate strategy
to support the Group in consistently outperforming the cost of debt allowance,

with 27% index-linked debt.

The Committee also reviewed and approved its Terms of Reference, prior to making a recommendation to the Board. In completing its review, the
Committee concluded that the Terms of Reference remained appropriate and reflected the manner in which the Committee was discharging its

duties.

The Committee is authorised to seek external legal or other independent professionat advice as it sees fit but did not need to do so during the year.
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CORPORATE SUSTAINABILITY
COMMITTEE REPORT

Tom Delay
Chair

Committee members  Membership dates Meetings attended

Tom Delay January 2022 "

[Chair from 1 April 2022)

Angela Strank January 2014 to 4f4

[Chair from September March 2022

2016 to March 2022)

Christine Hodgson January 2020 4/t

Sharmila Nebhrajani' May 2020 34

Daminigue Reiniche Septemnber 2016 to U
July 2021

1 Sharmila Nebhrajani was unable to attend the December 2021 Committee
meeting due to Illness and extended hospitalisation.

All members of the Committee are independent Non-Executive
Directors of the Board, with the exception of Christine Hodgson
{who was independent on appointment]. Only members of the
Committee have the right to attend Committee meetings. Other
individuals, such as the Chief Executive, the Director of Human
Resources and other senior management and external advisers,
may be invited to attend meetings as and when appropriate.
None of these attendees are members of the Committee.

Documents available at severntrent.com

Anti-Slavery and Human
Trafticking Statement

Sustainability Report

Committee Terms

Charter of Expectations of Reference
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Dear Shareholder

I am delighted to introduce my first report as Chair of the Corporate
Sustainability Committee and would like to convey my thanks to
Angela Strank for her leadership of the Committee during her tenure
and the time she has invested in ensuring an effective handover. The
report details the work undertaken by the Committee during the year,
as well as the role it plays in developing the Group’'s Purpose and
Sustainability Framework [see page 34). The following pages describe
the activities of the Commitiee and provide an overview of the topics
discussed during the year.

The sustainability agenda has never felt mare crucial, as the effects
of the COVID-19 pandemic have led governments, institutions,
corporations and individuals to reassess their priorities. The
importance of protecting and enhancing our environment and
contributing to the communities we serve has been reinforced,
making the way in which we deliver our services more relevant than
ever. | am thrilled te join Severn Trent at such an exciting time in its
sustainability journey. Even from my relatively short time on the
Board. it is clear that sustainability is truly embedded throughout the
Company and |, along with my fellow Board members, wholly suppert
Severn Trent's long-standing commitment to delivering for its
customers, and broader stakeholders, in a sustainable way.

The Corporate Sustainability Committee has a key role in supporting
the Board within the Governance Framework, by providing guidance
and direction on the Company’s sustainability ambitions. Sitting
alongside mysetf on the Cemmittee are Christine Hodgson and
Sharmita Nebhrajani, and Liv Garfield attends each meeting, with an
open invitation, to bring the benefit of her expertise in sustainability
matters. Our collective experience and capability lead to
knowledgeable and passionate debate argund a wide range of existing
and emerging sustainability topics, and the Committee’s discussion on
such subjects is presented to the Board at the beginning of every
meeting to ensure that its oversight of Environmental, Social and
Governance {'£SG’) matters remains strategic, current and effective.

During the year, the UN climate conference, COP24, took place in
Glasgow. In the manths leading up to COP24, countries across the
globe felt the impacts of a changing climate from floods, wildfires,
storms and heatwaves. It is a distressing reminder of how climate-
related events can have a catastrophic effect on people and the
environment, and emphasised the impartance of nations collaborating
to deliver further cuts to keep temperature rise to within 1.5°C.

Mitigating and adapting te climate change is a core griarity for Severn
Trent. At our AGM on 8 July 2021, we asked our shareholders to vote on
our Climate Change Action Plan, which sets out the Company’s climate
strategy 1o reduce emissions within its operations and threugh its
value chain. Our long-term approach was approved, with over 9%%

of the votes cast in favour, indicating that the Company’s commitments
in this area are very much supported by our shareholders.

We have made a number of key commitments, which lie at the heart
of our climate change plans, and the Committee has considered our
approach to carbon emissions abatement acrass the following areas:

- Climate targets - We announced our Triple Carbon Pledge in
line with the rest of the water industry, committing to net zero
operational carbon emissions by 2030, achieving that in part
through using 100% renewable energy and an all-electric vehicle
fleet by 2030, where available. We have reduced greenhouse gas
['GHG’] emissions from our operations, leading to a total reduction
of 31% from the level in 2019/20. Since then, we have set accredited
Science-Based Targets to reduce carbon emissions by 46% by
2031, consistent with a 1.5°C pathway.
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- Climate-related reporting - This year we have again made
disclosures in line with the requirements of the TCFD, which you
can read more about on pages 35 to 45.

More broadty, the Committee has spent a significant proportion of its time
focusing on Severn Trent's role as an environmental leader and this work
continues in earnest, as can be seen through the projects and initiatives
outlined within cur dedicated Sustainability Report, which will ke
published in mid-June. For example, in March 2020 we announced

£1.2 billion of investment in sustainability initiatives, including our Great
Big Nature Boost ta plant 1.3 million trees, revive 12,000 acres of land and
restare over 2,000 km of rivers. More detail can be found on pages 29 to
31.

This year has also seen detailed planning for our partnership with the
Birmingham 2022 Commonwealth Games, and we are delighted to be
the games’ Official Nature and Carbon Neutral Partner, helping to
make the event the most sustainable Cammonwealth Games in history
by delivering a series of nature-enhancing initiatives that help offset
carbon generated by the games. Like ys, the Commonwealth Games
has an ambition to leave a lasting legacy for future generations and
shares our passion to make a positive impact on the communities and
the environment where we live and aperate. You can read more about
this exciting partnership on page 22.

Following my appointment to the Cornmittee, | can see that the Graup's
Sustainability Framework is well embedded as part of our culture in
Severn Trent and it is evident that the entire workforce is passionate
about delivering our ambitions. Colleagues immerse themselvesin
sustainability activity, from taking part in the personal salary sacrifice
scheme to lease an electric car, to helping to plant the 74 Tiny Forests
as part of the Commonwealth Games carbon offset initiatives.
Engaging with the community does not stop there, with employees
regularly taking time to volunteer individuatly or in their teams. During
2021/22, across the Group, the werkfarce spent 1,360 employer-
donated volunteering days litter picking, community gardening and
caring for nature reserves, amongst many other worthy causes.

We continue to hold our regular Supplier Summit, which provides
a forum to engage with over 50 of our suppliers on how we can work

Key areas of focus in 2021/22

Key areas of discussion for the Committee during 2021/22 are set out
everleal, alongside our sustainability ambitions and some of our main
sustainability achievements over the last year.

The Committee provides Board aversight for the promotion of

our Values and standards that relate to the seciat and economic
community inwhich the Company operates, in accordance with the
Campany’s Sustainability Framework, ensuring the Company can
demonstrate that it lives through these Values and acts responsibly in
its engagement with all stakeholders, The Committee also oversees
the approach of environmental standards, particularly those where
Severn Trent has the maost significant impacts, for example, energy
management and climate change, water quality, resource productivity
(including leakage and wastel, and biodiversity and land use.

The Committee also reviewed and approved the Committee’s Terms
of Reference, prior to making a recommendation to the Board, In
completing its review, the Committee concluded that the Terms of
Reference remained appropriate and reflected the manner in which
the Cammittee was discharging its duties.

The Committee is authorised 1o seek exiernal legal or other
independent professional advice as it sees fit but did not need to
do so during the year.

GROUP FINANCIAL STATEMENTS
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collaboratively, learn from each other and influence our supply chain
to achieve our shared sustainability ambitions. Key achievements this
year include the roll out of Science-Based Target setting to our
suppliers [78% of our suppliers to have set their own Science-Based
Targets by 2025/26] and to deliver 15% net biodiversity gain on capital
projects that require an ecological appraisal.

The Committee is delighted that our sustainabitity ambitions are
deeply rooted and owned across the whole of the Company and placed
right at the heart of our governance. tn April 2022, we achieved first
place in the Tortoise Responsibility 100 Index and an ‘A’ rating from the
Carbon Disclosure Project [CDP’]. The Committee has a clear view of
the fecus areas for continuing our sustainability journey, and both the
Committee and the Board are confident that we have the right agenda
in place.

Details an key matters that the Committee has considered during
the year in relation to each of aur sustainability ambitions are set out
overleaf. More information on the Sustainability Framework can

be found on page 34 and within our separate Sustainability Report,
which will be available on our website in mid-June.

The Cammittee is extremely proud of the Company's many
achievements over the last year, described within the Strategic
Report, and the work we have undertaken to positively impact
cammunities within our region.

| should like to thank the members of the Corporate Sustainability
Committee for the open, constructive, ambitious and progressive
discussians that take place at our meetings, and for their passion and
personal commitment to our wide-ranging and purposeful agenda.

Tom Delay

Chair of the Corparate Sustainability Committee
24 May 20272

This year we updated and published our
third Climate Change Adaptation Report.

Read more online at severntrent.com

This year we published our Environment
Strategy Repart, ‘Caring for our Environment’.

Read more online at severntrent.com
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Focus areas in 2021/22

Being socially purposeful in taking care of cne of life’s essentials: Our Sustainability Framework

TAKING CARE OF THE ENVIRONMENT

Committee activities during 2021/22

Oversaw environmental initiatives including mitigating
climate change through our Tripte Carbon Piedge, Green
Fleet and Science-Based Targets.

Agreed the approach to the Scope 3 Science-Based Target
relating to supplier engagement and monitored its progress.

Reviewed the Climate Change Adaptation Repaort,
demonstrating how our current and future investment
plans deliver climate adaptation whilst continuing to deliver
a great service to customers.

Considered the approach taken to embed circular ecanomy
principles across the Group through using less material,
sourcing material responsibly, and recovering resources
and energy from sewage,

HELPiNG PEOPLE TO THRIVE

Committee activities during 2021/22

Engaged with Business in the Community, which provided
external insight into emerging social inequality trends and
challenges, including those observed following the
COVID-19 pandemic.

Considered the Severn Trent Community Fund's progress
since its launch in early 2020, including the charity initiatives
put in place as a response to the COVID-19 pandemic.

Discussed our diversity and inclusion ambition and priorities
for the next part of our journey.

BEING A COMPANY YOU CAN TRUST

Committee activities during 2021/22

Reviewed sustainability performance reports - a quarterly
update on all strategic elements to monitor our progress.

Oversaw the Sustainability Framework and the external
sustainability landscape te ensure sustainability-related
risks are identified and appropriately mitigated. Read rmore
about cur Principal Risks on pages 41 to 6.

Approved the approach to sustainability reporting to ensure
that the sustainability ambitions we have embedded in our
wider arganisation strategy are shared with stakeholders.

Reviewed the Anti-Slavery and Human Trafficking Statement.

Sustainabitity achievements during 2021/22

Published our ‘Caring for the Environment’ plan, which
explains our approach to the environment, ambitions
and commitments.

Launched 'Get River Positive’ whereby we agreed our River
Pledges - see pages 17 to 19 for more details.

Delivered over 4,600 hectares of biodiversity improvements.
Planted more than 151,000 trees.

Added more electric vehicles to our fieet, with 17% of
company cars and 1% of campany vans now electric.

Partnership with the Birmingham 2022 Commonwealth
Games as official Nature and Carbon Neutral Partner.

Submitted our Scope 1, 2 and 3 Science-Based Targets to the
Science-Based Targets initiative.

Sustainability achievements during 2021/22
Published our 'Wonderfully You' plan, which explains our
approach to diversity and inclusion.

Awarded ¢.£2 million to 73 projects threugh the Community
Fund during the year.

4£8% of our customers in need of financial support are part
of one of our affordability schemes.

17,600 learners and over 2,500 events hosted at our
Academy since opening in February 2021.

Sustainability achievements during 2021/22

Launched our internal carban tax with proceeds funding our
Neat Zerc Transition Plan.

98% of supptier payments paid within 60 days, with an
average timne to pay of 28 days.

Over 1,100 of our current contracted suppliers have signed
up to our Sustainable Supply Chain Charter since 2016.

35 suppliers signed up to EcoVadis, our online Sustainability
Assessment Platform.

Raised £400 million through our Sustainable Finance
Framework with a GBP bond issue completed in February
2022. The proceeds of the bond issue have been used to
finance green and sacial projects completed by Severn Trent
Water Limited.

Published our second standalone Sustainability Report.

Sustainability intrinsic to our culture

Sustainability is not a new or separate direction for us, but
something that has always been at the heart of our business.
Acting in a responsible manner is integrat to our Purpose of ‘taking
care of one of life's essentials’ and our socially purposeful culture
is patpable at all levels throughout the Company. We developed our
Sustainability Framewerk to draw together our environmental,
social and governance ambitiens, which foerm an integral part of our
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Business Plan that is deeply embedded within the organisation, with
ODls linked to the majority of our sustainabitity metrics, ensuring that
the Company focuses on issues of importance to our customers.

Our people and their collective culture are key to our success, and

it is reflected, from my short time on the Beard, that cur employees
are incredibly connected to our Purpose and this is reflected in their
commitment to initiatives such as the Gavernment’s Kickstart
Pregramme, which has created opportunities for meaningful, skilled
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work that is accessible for all. The way in which they are actively
working across generations to build skills and employment across our
communities over the long term is inspirationat.

I was delighted to meet a number of our people at our Spernal
Sewage Treatment Works and observe first-hand the passion of

our people at our Innovation Centre. Achieving climate change goals
will require new technologies and novel business models, and we are
embracing this challenge, through the devetopment and trialling of
new technologies and oppertunities to identify cost-effective ways of
reducing energy use and carbon emissions in our operations. | was
encouraged by the collaborative approach being taken with other
companies, both within and cutside our sector, to support our transition
to net zero and embedding circular economy principles so we can
maximise the value from the valuable material that is in nur waste.

Qur incentive schemes are designed to drive material service
improvements for our customers, society and the environment to fully
align with our Purpose and Values, and all of our targets are
independently verified. Last year, we also introduced a second LTIP
performance measure related to carbon reduction with a weighting of
20%. In recognition of our employees’ commitment to sustainability,
we have also aligned our Remuneration Framework more closely to
aur sustainability strategy, from our frontline operatives through to
our Executive Team, by directly linking the River Ptedges to our
remuneration structures through introducing some of the measures
that are most pertinent to our stakeholders into our Annual Bonus
Plan, with 8% of every employee’s bonus aligned to their achievement
fram 2022/23. You can read more about how our Sustainability
Framewark and employee rewards are linked on page 130 of the
Directors’ Remuneration Report,

Performance against the Sustainability Framework is reportec

on a quarterly basis to the Committee, in our Annual Repert and
Accounts, on our website and through selected ESG indices. You can
read more in our standalene Sustainability Report, which will be
available on the Severn Trent Pl website in mid-June,

Human rights and modern slavery

We are committed to pratecting the human rights of our employees
and contractors as we have clearly set out in our Code of Conduct,
Doing the Right Thing. The Committee ensures that, in considering
the matters before it, the Severn Trent Purpose and Values and
alignment with Doing the Right Thing, are taken into account.

We have a respensibility to understand our potential impact en human
rights and to mitigate potentially negative impacts. Whilst not having

a specific human rights policy, we have a range of Group policies on
Human Resources, Anti-Bribery and Anti-Fraud, Whistleblowing
'Speak Up’l and Procurement, as well as a Modern Slavery Escalation
and Remediation Policy and a separate Anti-Slavery and Human
Trafficking Statement. We consider this approach goes above and
beyond a human rights policy. Additionally, our Group policies are well
embedded across the Group.

We know modern slavery is a growing global issue and our customers
and stakeholders share our concern, which is why we remain fully
committed to protect against modern slavery in our business and
supply chain. We acknowledge that our highest risk is within our
supply chain and, as such, we work closely with our suppliers to
ensure they operate to the same standards we set ourselves and
ensure the risks involved in their own supply chains are understood
and mitigated. All suppliers are required to sign up and eperate in line
with our Code of Conduct, which clearly sets out a zero-tolerance
approach to modern stavery, and this is built into our precurement
tender process.

GROUP FINANCIAL STATEMENTS
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This year our processes and procedures were tested when we

" investigated a modern slavery concern raised by a colteague, who

identified and reported a perceived risk at our Coventry office. The
colleague had completed the modern slavery e-learning assessment
and flagged a concern after several key indicators were cbserved in
relation to a sub-contractor of a Severn Trent supplier. The Group's
Escalation and Remediation Policy was inveked in response to the
reported cancern and Slave-Free Alliance was engaged ta independently
investigate the supplier. The investigation did not identify any evidence
of modern slavery activities within the supplier’s organisation, but

it did highlight potential areas for improvement within the sub-
cantracting organisation. As a result of these findings, the Company
provided additional support and guidance to the supplier, including
the development of a detailed action plan to address recommended
improvements, and implemented recommended activities with its
sub-contractor directly, as a standalone activity external to the Severn
Trent and supplier relationship. The matter was reported to the
Committee, which felt that the event demonstrated that our processes
and procedures operated effectively, with the investigation, and
implementation of improvements, undertaken in a timely manner.

We continue to actively engage with our suppliers to help assess and
mitigate their potential risks, using this event as a useful case study.
Our commitment to training colleagues, senior managers and Board
members remains as strong as ever, and during the year we partnered
with the Supply Chain Sustainability School to provide access to a wide
range of learning resources, including dedicated modern slavery
awareness training for all organisations within the Group's supply
chain. We have atso provided several in-depth modern slavery
awareness workshops, invites to which were extended to include
contract managers, facilities managers, front of house teams, new
procurement and category managers, and construction project site
managers across the Group and our supply chain. To date, over 250
colleagues have completed this in-depth training.

Qur full Anti-Slavery and Human Trafficking Statement can be found
on the Severn Trent Plc website. We welcome the Government’s
proposal to introduce strengthened reporting requirements under
section 54 of the Modern Slavery Act 2015, in response to the recent
Transparency in Supply Chains consultation. We will continue to
report in line with the requirements in our Anti-Slavery and Human
Trafficking Statement.

Freedom of association and
collective bargaining

We recognise the right of all employees to Freedom of Associaticn
and Collective Bargaining. We seek to pramote co-operation between
emplayees, our management team and recognised Trade Unions.
We meet with our Trade Unions on a quarterly basis at the Company
Forum and see mutual benefit in sharing information with our
collteagues and seek their feedback and suggestions. We believe
this fosters a common understanding of business needs and helps
to deliver jeint solutions aimed at making our business successful.
The Company Forum also provides an invaluable oppertunity for
engagement with the whole workforce to ensure their views are
taken into account.

Responsible business practices are an integral part of our business strategy. Performance agaiast our Corperate Sustainability
commitments is reported throughout our Annual Report and Accounts, reflecting their embedded nature in our Governance Framewark,
You can read more in our standalone Sustainability Report and on our dedicated Sustainability webpages, on the Severn Trent Plc website.
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DIRECTORS’ REMUNERATION
REPORT

Philip Remnant
Chair

Committee members Membership dates Meetings attended

Philip Remnant March 2014 &/6

(Chair from March 2015

Kevin Beeston November 2016 &/6

Christine Hodgson January 2020 &/6

Angela Strank’ January 2014 to 5/6
March 2022

Sharmilta Nebhrajani? September 2021 213

1 Angela Strank was unable to attend a Remuneration Commiltee meeatingdueto a
long-standing personal commitment. Angela was provided with all relevant papers
and provided cormrments on the matters to he considered ta the Committee Chair.

2 Sharmila Nebhrajan| was unable to 2ttend the November 2021 Committee
meeting due to illness and extended hospitalisation.

All members of the Committee are Independent Non-Executive
Directors of the Board, with the exception of Christine Hodgson
lwho was independent on appointment]. Only members of the
Committee have the right to attend Cammittee meetings. Other
individuals, such as the Chief Executive, the Director of Human
Resources and other senior management and external advisers,
may be invited to attend meetings as and when appropriate. None
of these attendees are members of the Committee.
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Dear Shareholder

On behalf of the Remuneration Committee the ‘Cemmittee’], f am
pleased to provide an overview of both Executive Director and wider
workforce remuneration for the financial year ended 31 March 2022.
As a Committee, the last year has been focused on implementing the
Remuneration Policy {the 'Pelicy’} that was very well received by
shareholders at the 2021 AGM and further embedding our commitments
and ambitions around sustainability within our reward frameworks.

Remuneration for the year in review

The second year of AMP7 has seen Severn Trent deliver very

strong operational performance, and the Company continues to
display excellent financial resilience. The Executive Team has also
continued to execute an ambitious long-term strategy which has
created significant value for our shareholders and wider stakeholders.
Total Shareholder Return (TSR] grew 39% in 2021/22, equivalent to
£2.45 billion of incrermental value for our shareholders.

The chart below shows the value at 31 March 2022 of £100 invested

in Severn Trent Plc at the start of the 2018 Long-Term Incentive Plan
I'LTIP’) performance period compared with the value of £100 invested
in the FTSE100.

Further detail on our averail performance during the 2021/22 financia!
year is set outin the CEQ's Review on pages 14 to 14, the CF0’s Review
on pages 52 to 88, and highlighted in the At a Glance and Apnual
Repart on Remuneration sections {ater in this Report.

The Company's very strong performance and creation of shareholder
value provides the context for the single figure remuneration outcomes
for our Executive Directors. The Cammittee believes that the outcomes
of the annual bonus and LTIP are both appropriate and aligned with
the performance of the Company over their respective perfarmance
perieds, and that the Palicy has operated as intended.

The overall levels of remuneration, which are illustrated on the next
page in the single figure totals, reflect this exceptional performance
in outcomes for the variable elements of pay. The figures for 2021/22
also reflect the decision, applied in 2018 following approval by
shareholders, to provide an additionat reward in the long-term incentive
for comparative out-performance [achievernent of upper quartile
['UQ’} Return on Regulated Equity {'RoRE’l], which is shown here

for the first time,
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As explained below, the UQ element of the 2018 LTIP award is
reported in the 2021/22 single figure. The dotted line sections in
the 2020/21 single figure lines above represent where the 2018 UQ
element would have appeared if we had been able to report it last
year, being the period to which it relates.

LTIP vesting

The LTIP award granted in 2018 was the first to include a stretch measure
relative to the UQ performance of the other water and sewerage companies
I'WaSCs'). This change in structure of the LTIP, which received strong
support from shareholders as part of the 2018 Policy review, involved a
recalibration of the previous stretch RoRE target as target [the ‘standard
element’], and the introduction of a new stretch target of UQ performance
(the 'UQ element’). In so doing, the Committee wanted to ensure that

any additional incentive opportunity could only be earned through
outstanding performance and the overall approach aligned with the
Company’s aspirations to remain a UQ performer.

The Committee confirmed the vesting outturn of the standard element

of the 2018 LT|P in the 2021 Directors’ Remuneration Report. However,
the vesting of the UQ element could not be measured until the end of July
2021 when comparable statistics for the other WaSCs were provided to
and published by Ofwat. It was therefore not possible to include the 2018
LTIP UQ vesting outcome in last year's disclosure, which is why it appears
as part of the 2021/22 total single figure amount.

The graph below sets out Severn Trent's RoRE performance relative
ta the other WaSCs acress the performance period of the 2018 LTIP,
as well as Severn Trent's 2021/22 performance.

As seenin the RoRE performance chart above, Severn Trent achieved
UG performance against WaSC peers and as a resutt there was fult
vesting of the 2018 LTIP.

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

As in previous years, the Committee has assessed the standard
element of the total potentiai 2019 LTIP vesting, as this measures

the Company's performance against RoRE setf by Ofwat's Final
Determination ['F0]. Over the three-year period of the 2019 LTIP, the
Company achieved a RoRE of 1.50x against the target that we set of
1.39x the base RoRE return. This results in a vesting of the standard
element of the 2019 LTIP equivalent to 150% of salary for the CEQ and
100% of salary for the CFO. Any vesting of the UQ element of the 2019
LTIP wilt be disclosed in the 2022/23 Directors’ Remuneration Report.

2021/22 bonus outcome

Perfermance elements and weighting in the annual benus arrangements
at Severn Trent are consistent throughout the organisation. When
implementing the 2021/22 s tieme, the Committee determined that

it would continue to use the elements and weightings agreed with
shareholders. Page 132 sets out details of the 2021/22 annual bonus
outturn, which will pay out at 81% of maximum oppertunity, equivalent
to 97.2% of salary for both the CEQ and CFO.

Assessment of performance in the round

in overseeing remuneration outcomes, the Committee ensures that
performance is assessed in the round through a number of lenses,
incorporating a variety of stakeholder perspectives. In reviewing the
formulaic bonus and LTIP outcomes, the Committee took into account
the fallowing broader aspects of the Company’s performance:

- Sharehatder experience - the Company’s share price has performed
exceptionally well, with TSR increasing by 39% over the financial year;

- Sodietal impact - in 2021/22 the Severn Trent Community Fund
donated c.£2m to 73 projects, and the Company delivered ¢.30,000
hours of free emplayability training within the community;

- Envirenmental performance - for the past two years, the Company
has received the EPA 4* rating and we are confident that Severn
Trent will receive it again to makeit three yearsinarow. The
Company has also made excellent progress in the first year of its
Green Recovery programme; and

-~ Wider workforce experience - eligible employees will receive a bonus
for 2021/22, and the Company has continued to develop a number of
initiatives to enhance the employee experience at Severn Trent.

The Committee considered the status of ongoing regulatory
investigations and noted its ability to exercise its powers of
malus and clawback if appropriate, ence concluded.

The Committee further confirms that it has considered the Company's
wider performance Tn the round and has cancluded that it would not be
appropriate to override the formulaic outcomes of either the 2019 LTIP
orthe 2021/22 annual bonus.

Executive Director shareholding

The Policy includes mandatory shareholding requirements as a percentage
of salary for the Executive Directors, which are 300% for the CEQ and 200%
for the CFO. Since meeting these shareholding levels in 2019, the Executive
Directors have continued to build significant shareholdings (1,229%
for the CEO and 745% for the CFO) and have retained, except in the
case of statutary tax and National Insurance deductions, all Company
shares acguired as a result of discretionary awards vesting or options
peing exercised under the Company's share plans. Further detail is
set outin the Remuneration at a Glance section on page 134,

Base salaries and fees

The Chair's fee and Executive Director base salaries increased by

2.3% in 2021/22, in line with the average salary increases made to all
employees. Nen-Executive Director base fees alsa increased by 2.3%

in August 2021, at the same time as a raview of Committee fees. The Board
decided that increases to Committee Chair fees should be made to reflect
the time commitments involved, given the increasingly compiex nature

of the regulatory environment. Details of fees can be found on page 137,

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022 129



DIRECTORS' REMUNERATION REPORT CONTINUED

Embedding sustainability within reward

Supporting our long-term journey to net zero

As part of the 2021 Policy, last year we introduced a new sustainability-
based performance measure within the LTIP, with a weighting of 20%.
By incorporating a specific sustainability section into the LTIP, we
demonstrate our public commitment to net zero carboen ernissiens

by 2030 as part of our Triple Carbon Pledge and align the LTIP with

the Company’s long-term strategy. The first LTIP awards with

this new measure included were granted in June 2021,

Our LTIP sustainability framework focuses on two equally weighted areas,
‘Direct Contributers to Carbon Reduction’ and 'innovation for Carbon
Reduction’, and each of these measures has two components. The
perfarmance targets/milestones for the 2022 award will be as follows:

Direct contributers to Carbon Reduction (30%]

Fleet Delivering 66% of the total car fleet ang 18% of the
total light commercial fleet as electric vehicles by

31 March 2025,

Self-generation Achieving an outturn of 75 GWh additional generation
from the 2019/20 baseline of 486 GWh, enabling
a minimum total renewable generation of 561 GWh

by 3T March 2025,

Innovation for Carbon Reduction [10%])

Innovationtrials  The delivery of innovation trisls where the combined,
verified, scaled opportunity is greater than 12.5 ktC0,e

carbon, with a signed -off plan for delivery.

Process
emissions

Ta have established effective manitoring on operational
waste treatment sites responsible for 40% of our total
N,0 and CH, gas emissiens,

It is the Committee’s intention to set out an annual carbon reduction
target for use as a single LTIP sustainability measure from next year
onwards. 'n the meantime, the Committee is confident that the targets
above are stretching and set at a level that is aligned to meeting the
2030 commitment as part of our Triple Carbon Pledge.

RoRE, which captures a range of long-term measures such as Totex,
financing and Customer Operational Delivery Incentives ('0DIs’),
continues to be our majar LTIP measure, with a weighting of 80%.

It is the Committee’s view that the specific targets/milestones which have
been set are suitably challenging and aligned with the Business Plan, The
Committee wilt assess the value of the 2022 LTIP awards at vesting and
will ensure that the final putturn reflects all relevant factors, including
consideration of underlying business performance and progress towards
achievement of our Triple Carbon Pledge. Full details of the Company's
approach to sustainability can be found in the Sustainability Report,
which will be published in June.

River health and remuneration

As a centinuation of our focus on sustainabitity, the Committee has spent
a lot of time this year on the subject of pollution and our stewardship of
the environment. The health of our rivers has been a particular focus and
at Severn Trent we recognise that water companies need to take a leading
role in improving river health. Our River Pledges, announced inMarch,
set out our strong commitment to progress in this area.

Whilst the Comnmittee is confident that we atready have strong links
between environmental performance and pay, with 12% of the existing
annual bonus linked to environmental measures, we believe itis
appropriate to go turther and make the link between river health
perfarmance and remuneration even stronger and mora direct. [n March
2022, the Committee approved the creation of a specific section of the
annual bonus for measures and targets linked to river health equating to
8% of the total. This means that, from 2022/23, 20% of the annual bonus
will be linked to measures relating specifically to environmental measures
and river health. The Committee informed major shareholders of these
changes in advance. The changes are aligned with the Policy and wiil
apply to cur bonus structure from the 2022/23 financial year onwards.

There are no ¢changes to the maximurn bonus opportunity or the
payment mechanism. We are introducing specific measures linked

to our River Pledges by consolidating the existing Customer Service
measure of experience into the Customer ODIs and creating a new
set of measures linked to quantifiable targets aligned to our River
Pledges. Further detail on how we link river health and remuneration
can be found in the case study on page 141,

Link
Asperts of our Sustainability Framework to ESG Link to reward
Ensuring a sustainable € Annual bonus includes river health Electric vehicie salary sacrifice scheme
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people L . Flexible benefits programme Learning and development opportunities
to thrive Investing in skills s
and knowledge Sharesave scheme Employee recognition
Making a positive difference . Volunteering [Community
in the community s Gender pay gap reporting Champian events]
Living our Values s Purpose and Values co-created Holding periods on LTIPs for
with employees Executive Directors
Balancing theinterests Shareholding re nts f
d U0 RoRE performa olding requiraments tor
of all our stakeholders G :’:’\e{::lﬁrg for ot periormance Executive Directors/Executive Committee
Being
acompany Running our Company Linking bonus and LTIP (RoRE] measures Visible and transparent pay bands
you can trust for the long term & directly to Ofwat definitions
Being open about Deferral of annual bonus inte shares lr‘lal;l';etit:eadmg remuneration
what we do and . P g
G Malus/ctawback provistons within

sharing whatwe know

variable pay
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GOVERNANCE REPORT

Focus on the wider workforce

Throughout the year the Committee regularly monitors pay and
employment conditions across the Company. The health, safety and
wellbeing of our colleagues, customers and communities continues

1o be a significant area of focus for management and the Board.
Whilst the last 12 months have remained a period of uncertainty as

a result of the pandemic, | am pleased to confirm that we continued

to provide all of our services without the need for Government support
or regulatory interventions.

The Company has focused considerable effort on updating our
policies, benefits, wellbeing guides and training, with an emphasis
on maintaining our stance as a family-friendly organisation. We were
delighted to see our employee engagement outcome placing us in the
tap 10% of energy and utilities companies globally and are confident
that these initiatives have been a cantributory factor,

Governance matters

The Committee’s performance was assessed as part of the annual
Board Effectiveness evaluation. | am pleased to report that the
Committee is regarded as operating effectively and that the Beard
takes assurance from the guality of the Committee’s work.

2021 AGM shareholder voting outturn

At the 20271 AGM hetd on 8 July 2021 we received overwhelming
shareholder support for the new Policy, with $9.66% approval.
The full Poticy can be found on the Severn Trent Plc website and
on pages 145 to 183 of the 2021 Directors’ Remuneration Report.

CROUP FINANCIAL STATEMENTS

Votes Votes Yotes
Resolution for against  withheld
Approve Directors’ 187,673058 4,638,476 617,851
Remuneration Report (97.59% (2.41%]
Apprave Directors’ 191,642,002 662,228 425,355
Remuneration Policy (99.64%] (0.34%)

Key areas of focus in 2021/22

Our workforce Executive and

- Considered Severn Trent Plc's 2021
gender pay gap statistics.

- Appreved the outturn of the 2020/21
all-empleyee annual bonus scheme.

- Reviewed and approved the 2021/22
all-employee annual bonus structure
and targets.

- Conducted its annual assessment of
the Company's workforce policies and
practices and satisfied itself that these
support its long-term sustainable success.
The Committee reported to the Board on
this matter.

- Considered the 2022/23 all-employee
annual bonus structure, including the
appropriateness of the existing colleague -
safety measure,

- Approved the inclusion of river quality
measures to the annual bonus structure
from 2022/23 snwards.

senior management -

- Approved the outturn of the LTIP
awards granted in July 2018,

- Reviewed and approved the LTIP
awards granted in July 2021,

- Considered the structure of the LTIP
award to be granted in 2022, including
the ongoing suitability of the
sustainability measures.,

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Committee advisers

To ensure that the Company's remuneration practices are in

line with best practice, the Committee has appointed independent
external remuneration advisers, PricewaterhouseCoopers LLP
['PwC']. This appointment in 2017 followed a formal setection
process, PwC attends meetings of the Committee.

PwC is one of the founding members of the Remuneration

Consultants Group Code of Conduct and adheres to this Code inits
dealings with the Committee. The Committee reviews the appointment
of its advisers annually and is satisfied that the advice it receives is
objective and independent. Fees, on a time-spent basis, for the advice
provided by PwC to the Committee during the year were £75,250
excluding VAT [2020/21: £131,000). Separate teams within PwC also
provided unrelated tax consulting, pensions, and other assurance

and advisory services during the year. There are no connections
between PwC and individual Directors to be disclosed.

The CEO, CFO, Directar of Hurnan Resources and the Head of
Reward and HR Operations also attend meetings, by invitation,
to provide advice and respond te specific questions. Such
attendances specifically excluded any matter concerning their
own remuneration. The Group General Counsel and Company
Secretary acts as secretary to the Committee.

Further detail on implementation of remuneratian for 2022/23
can be found on pages 135 - 137,

We remain committed to maintaining an ongaing and transparent
dialogue with our major shareholders. | trust that we can rely on
yaur vate in support of our approach to remuneration. If you would
like to discuss any aspect of this Report, | would ke happy to hear
from you. You can contact me through Bronagh Kennedy, Group
General Counsel and Company Secretary.

Philip Remnant
Chair of the Remuneration Committee

Committee governance

Reviewed and approved the 2020/21

Directors’ Remuneration Report

and agreed the framework for the

2021/22 Report.

- Considered Severn Trent’s 2020/21
reward and performance alignment
campared with WaSC peers.

~ Considered an independent update,
provided by PwC, on current market
practice and future remuneration trends.

~ Reviewed the expenses claim procedure
for the Chair and CEQ.

- Reviewed and approved the Committee’s

Terms of Reference, prior to making

a recommendation to the Board. In

completing its review, the Committee

concluded that the Terms of Reference
remained appropriate and reflected the
manner in which the Committee was
discharging its duties.
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REMUNERATION AT A GLANCE

The following section sets out our remuneration framework, a summary of how the Policy
was applied in 2021/22 in the context of our business performance and, from page 135,
details of how the Committee intends to implement the Policy in 2022/23.

The Committee believes it is important that, for Executive Directors and senior management, a significant proportion of the remuneration
package should be performance-related, and that performance conditions applying to incentive arrangements suppert the delivery

of the Company’s strategy. The 2021 Pelicy review strengthened the atignment of Severn Trent’s strategy to focus management on superior
financial performance together with long-term sustainability and cperating the business in an environmentally and socially conscious way.

2021/22 single figure outcomes £°000

The graphs show how the successful delivery of our strategy has flowed through to the rewards provided to our Executive Directors.
The full explanatory notes for each element of remuneration are detailed on page 146 in the Annual Report on Remuneration.

Liv Garfield - CEOQ James Bowling -« CFO

Fixed Variable
.Salary . Benefits and pensicn .Other .Annual bonus .LT\P standard etement '. LTIP UQ elemant

As part of the 2018 Policy review, the maximum potential remuneration of the Executive Directors was increased through the introduction of
a new stretch UQ etement within the LTIP. This change, which received overwhelming support from shareholders, saw the maximum LTIP
opportunity go from 150% to 200% of salary for the CEQ and 100% to 150% of salary for the CFO.

At the same time, LTIP targets were recalibrated so that what had previously constituted stretch performance became target, and a new
stretch target was intraduced that required the Company to achieve UQ status relative to WaSC peers. In order to determine if the Company
has achieved the stretch LTIP target, comparative data for the other WaSCs needs to be collated, verified and published by Ofwat. This
process concludes in July each year, which is after the pubijcation date of the Directors’ Remuneration Report. The LTIP UG element will
therefore always be published one year in arrears.

The 2018 LTIP awards were the first ones granted with the UQ stretch target. Carnparative data published by Ofwat in July 2021 confirmed
that the Company achieved UQ status and therefore the UQ element of the 2018 LTIP award is repsrted in the 2021/22 single figure as shown
above. The dotted line section in the 2020/21 single figure represents where the 2018 UQ element would have appeared if we had been able
to report it {ast year.

For mare detail on the single figure value see page 144,

Annual bonus 2021/22 outturn
A summary of business perfarmance is set out from pages 20 - 33 within the Strategic Report.

Threshald Target Maximum Outcome
Bonus element (0% payable] {S0% payable) [100% payable] Weighting achieved

Group Adjusted PBIT

Actual £508.3m

£478.1m £493.1m £508.1m 49% 49.0%
" : + i}
£39.3m £50.0m £60.9m 35% 23.0%
(i
019 0.15 on 8% 50%
; ()

Customer Experience j
10 8 [ 8% 4.0%
Total 108% 81.0%

{i'  Our QDIs are greuped into categories as detailad on page 141. The cutcome achieved () Measured as number of Lost Time Incidents divided by number of hours worked
reflects performance across all three DDI cateqories, and the outturn represents ' multiplied by 109,000,

significant outy n F i . . .
gnitics performance n two of the three calegories fuil Measured as ranking in C-MeX, the industry-wide performance measure.
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Bonus opportunity and outcome
As set out In the Chair’s letter, no discretion has been exercised by the Cammittee to override the formulaic outcomes of the 2021/22 annual bonus.

2021/22salary  Bonus opportunity Bonus cutcome Annual bonus Value of cash bonus Value of deferred shares

(£'000]" [% salaryl {% max] [£'an0)] 1£'000]) {£'000)

CEO 7588 120% 81% 7374 3688 368.8

CFO 4573 120% 81% 4445 2222 222,30
il Bonus caleulated sing salary as at 31 March 2022, li2) value of CFO deferral shares is 50% of the total bonus valua.

2018 and 2019 LTIP award vesting for performance levels [as a % of salary}

UQ RoRE performance
Threshold FD 1.39xFD relative to WaSCs
CEO 37.5% 150.0% 200.0%
CFO 25.0% 100.0% 150.0%

Vesting under the UQ element of the 2018 LTIP award was only known at the end of July 2021 when comparable statistics for the other WaSCs
were published and provided to Ofwat. This meant that the LTIP single figure value reported for 2020/21 only included the achievement against
the targets for the standard element of the 2018 LTIP award. We now know the vesting under the 2018 LTIP UQ element, and therefere thisis
included in the 2021/22 single figure, The UQ element reported includes the additional value of the standard element of the award that has
been earned following achievement of UQ performance. Now that the 2018 LTIP UQ element is known and Severn Trent delivered UQ
performance, this resulted in the 2018 LTIP vesting at 100% of maximum for the CEQ and CFQ,

The standard element of the 201% LTIP award measures the Company’s performance against RoRE set by Ofwat's FD. Over the three-year
period of the 2019 LTIP, the Company achieved a RoRE of 1.50x against the target of 1.39x the base RoRE return.

Based on the perfermance levels set out abave, this results in full vesting of the standard element of the 2019 LTIP award, which is equivalent to
75% of maximum for the total 2019 LTIP award. Note that the UQ element of the 2019 LTIP award cannot be measured until the end of July 2022
when comparable statistics for the other WaSCs are published and provided to Ofwat. To the extent that there is any vesting under the UQ element,
details will be included in the 2022/23 total single figure of remuneration, alongside any potential vesting of the 2020 LTIP standard element.

No discretion has been exercised by the Committee to override the formulaic outturns of either the 2018 or 2019 LTIP awards.

Breakdown of the LTIP single figure value
The LTIP single figure amounts include share price appreciation between grant and vest, as well as any dividend equivalents.
For 2021/22, the reportable LTIP figures are the standard element of the 2019 LTIP award and the UQ element of the 2018 LT!P award.

Far 2020/21, we could only report the standard element of the 2018 LTIP award due to comparative performance data not being available
until the end of July 2021.

The table below shows the comparative value of the standard elements of the 2018 and 2019 LTIP awards, plus the value of the UQ element
of the 2018 LTIP, which is included in the 2021/22 singte figure:

LTIP -~ standard element (£'000] LTIP - UQelement {£7000}
Lmp LTiP
standard element Share price Dividend UG elerment  Share price Dividend LTIP total
face value" appreciation equivalents™  Sub-total| facevalue' appreciation® equivalents™! Sub-totat (£'000]
Liv Garfiely 2021/22 1,062 438 145 1,645 385 166 n 622 2,267
LivGarfielg 2020/21 995 429 183 1,608 1,608
James Bowling 2021/22 427 176 58 661 224 %6 41 381 1,023
James Bowling 2020/21 400 172 74 646 143

(il 2019 LTIP standard element face value based on threg day average share price as at 23 July 2019 of £20.40. 2018 LTIP standard element face value based on three day average share
price 25 a1 24 July 2018 2f £18.95.

(il 2819 LTIP standard element based on three month average share price as at 31 March 2022 of £28.82. 2018 LTIP standard element based on three day average share price as at 23 July
2021 of £27.11.

(i} 2019 LTIP standard element based on dividands paid in the period since date of grant ta 31 March 2022, 2018 LTIP standard element based on dividends pard in the period since date of
grant ta 23 July 2021.

(v} 2018 LTIP UQ eiement face value based on three day average share price as al 24 July 2018 of £18.95.
v
(vi) 2018 LTIP UQ element based on dividends padd in the period since date of grant to 23 July 2021.

2018 LTIP UQ etement based on three day average share price as at 23 July 2021 of £27.11.
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REMUNERATION AT A GLANCE CONTINUED

Executive Director sharehoidings
The CEQ and CFQ have exceeded the shareholding requirements applicable in 2021/22 of 300% and 200% of salary, respectively.

Shareholding requirement

The Executive Directors have built significant shareholdings during their employment with the Company and have retained (except in the case
of statutory tax and National insurance deductions) all Company shares acquired as a result of discretionary awards vesting or options being
exercised under the Company’s share plans.

The minimum shareholding requirement for Executive Directors, and the current share interests of the Executive Directors, take into account
shares which are owned outright or vested, shares which are unvested and shares which are subject to performance. The chart below sets out
the minimum shareholding requirements and the shareholdings of the Executive Directors. The shareholding requirement must be built up
aver five years and then subseguently maintained.

All calculations in the chart below use a closing share price on 31 March 2022 of £30.78.

Further detail regarding the Executive Directors’ outstanding share awards can be found on page 148.

Executive Director shareholdings % of base salary

(1) Represents beneficially owned shares as well as shares held in trust as part of the annual bonus deferred share awards fof which 47% are deducted to cover statutary deductions]

liil Represants 2019 LTIP shares [where performance period 15 now complete} which are subject to an ongong vesting period and a two-year holding period post vesting, plus shares held
as part of the Sharesave schemae.

il Represents the 2020 and 2021 LTIP awards which are subject to ongeing performance,

Overall link to remuneration and equity of the Executive Directors

As a Committee, we want to incentivise the Executive Directors to take a long-term, sustainable view of the performance of the Campany. This
is why, when we look at the remuneration paid in the year, we also look at the total equity they hold and its value based on the performance
of the Company.

The table sets out the number of shares beneficially owned by the Executive Directors at the beginning and end of the financial year, and the
impact on the value of these shares taking the opening and closing price for the year.

Value of shares at Value of shares at
2021/2Z single figure Shares held at the Shares held at the start of the year endof the year Difference
[€'600) start of the year end of the year [£'opoy € ool {£°000)
CEDQ 3934 226,316 283,422 52188 8,723.8 3.505.0
CFO 2,025.9 72176 98,901 1,664.4 3.044.2 1.375.8

il Based on aclosing share price on 31 March 2021 of £23.06.
(il Based ona closing share price on 31 March 2022 of £30.78

134 SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022



STRATEGIC REPORT GOVERNANCE REPORT GROYUP FINANCIAL STATEMENTS COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

SUMMARY OF REMUNERATION POLICY AND IMPLEMENTATION

The Company’s Policy remains to attract, retain and motivate its leaders and to ensure they are focused on delivering business priorities within
a framewark designed to promote the long-term success of Severn Trent and aligned with shareholder interests,

The tables below illustrate the balance of pay and time period of each element of the Policy for Executive Directors. In addition, the table below
sets out how the Policy elements are aligned with the factors set out in Provision 40. Full details of the 2021 Policy can be feund on the Severn
Trent Pic website or on pages 145 - 153 of the 2021 Directors’ Remuneration Repart.

Total pay over five years Yea
i Salary, benefits
Fixed pay
50%inshares
Annual bonus N S0%incash @ Three-ysar deferral period
{Malus and clawback provisions apply) No further performance conditions

LTIP Two-year helding perio ! o
lMalus and ClﬁWbaCk pFDViSiOHS applyl No further perfermance cenditions

Shareholding requirement Executive Birectors’ minimum shareholding requirement
[Not a monetary value)

Purpose, operation and w we plan to implement Alignment with Provisi

Paticy element opgortunity levels the palicy in 2022/22 af the Code

Fixed pay elements

Base salary To recruit and reward Executive Directors of asuitable  Asalary increase of 2.3% Proportionality
calibre for the role and duties required. will be applied at the salary There is a reasonable balance
b Salaries are normally reviewed annually and increases  review date. From 1.July 2022, between fixed pay and variable
normally take effect from 1 July. Set with reference to: Executive Director salaries pay, and variable pay is weighted
Y1 Y2 ¥3 Y4 ¥s - individual performance; will be: to long-term performance.

- experience and contribution; - CEO-£776,300

- developments in the relevant employment market; ~CFO-£467800 Clarity
- Company performance and affordability; These rises arein line Base salaries are competitive
X . ) ' with the general employee against companies ef a similar
- wider economic environment; and . .
salary increase. size and cormplexity.

- internal relativities.

Any increase will generally be no higher than the average
increase for the workforce. Higher increases may be
proposed in the event of a role change or promotion, orin
other exceptional circumstances,

Alignment with culture

Base salary increases generally
aligned to the average increase for
the UK wider workforce. Pension
rates for Executive Directors are
aligned with the rate offered to the

Benefits To provide competitive benefits in the marketto enable  Normal company ity of the wid &

the recruitment and retention of Executive Directors. benefit provision. rnajority of the wider warkforce.
b Benefits typically include green travel allowance,

family tevel private medical insurance, life assurance,

Y1 Y2 Y3 w.;yg personal accident insurance, health screening, an
incapacity benefits scheme and other incidental
benefits and expenses.

The value of benefits is based on the cost to the
Company and there is no pre-determtned maximum
limit. The range and value of the benefits offered are
reviewed periodically.

Pension To provide pension arrangements comparable with From 1 April 2022,
stmilar companies in the market to enable the Executive Direclor pension
p recruitment and retention of Executive Directors. arrangements are as follows:
A defined contribution scheme and/or cash - CEO - 15% of salary
Y oY2 Y3 Y4 Y5 supplement in (ieu of pension. - CFG - 15% of salary

For current Executive Directors, the Company
contribution and/or cash allowance is 15% of salary.
This aligns pension contribution quantum for all
Executive Directors with the maximum 15% contribution
available to members of the Severn Trent Group
Pension Plan [the majority of the wider workforcel.

For any new recruit, the contribution will be up to
amaximum of 158% of salary.
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SUMMARY OF REMUNERATION POLICY AND IMPLEMENTATION
CONTINUED

Purpose, operation and

How we plan to imptement

Alignment with Provision 40

Palicy =lement oppoartunity levels the policy in 2022/23 of the Code
Varigble pay elements
Annual bonus To encourage improved financial and operational Perfarmance measures [asa %  Clarity
performance, and to align the interests of Executive of maximumj: Variable remuneration (s based
Up to 120% of salary Directors with shareholders through the partial Group PBIT - 49% on supporting the successful

YU Y2 Y3 Y4 Y5

50% paid in cash

D

Y1 Y2 Y3 Y4 Y5
50% deferred

1 Y2 Y3 Y4 Y5

deferral of paymentinto shares,

Bonuses are based on financial, eperatianal, customer,
and environmental performance. Performance
measures and targets are selected annuatly and no more

than 20% of the bonus will relate to persanal contribution,

50% of the bonus is paid in cash and 50% is deferred into
shares which vest after three years {with the value of any
dividends to be rolled up and paid onvestingl, There are
na further perfarmance targets an the deferred amount.
Malus and clawback mechanisms apply for three years
fram the payment of the cash honus or the grant of
deferred shares.

Maximum award of 120% of salary for the CEQ and CFQ.
For threshold pertormance, 0% of maximum
opportunity will be paid. For target performance 50%
of maximum opportunity will be paid.

Customer and Environment
0Dls - 35%

Health and Safety - 8%

River Health - 8%

The Committee considers the
forward-looking targets to be
cammercially sensitive but full
disclosure of the targets and
performance cutcome will be
setoutin next year’s Directors’
Rernuneration Report.

LTie

Up to 200% of salary

Y1 Y‘Z Y3 Y4 Y5

S-year period

Y1 Y2 Y3 Y4 Y5

Jo encourage strong and sustained improvements
in financial performance, in line with the Company’s
strategy and long-term shareholder returns.
Awards granted annually and are subject to one

or more performance conditions assessed over
athree-year performance period.

Awards made to Executive Directors are subject

to a two-year holding period post-vesting which
continues to operate post-cessation of employment.
Malus and clawback mechanisms apply for within
three years of vesting.

The value of dividends paid on the shares comprising
the award will be ralled up and paid an vesting,
Maximum award opportunity up to 200% of salary.
Up to 25% of the LTIP award may vest for threshold
perfermance.

Grant levels:

CEO - 200% of salary

CFO - 150% of salary

The 2022 LTIP awards will

be based on the fallewing

performance measures:

- 80% of the maximum LTIP
award based on RoRE and wilt
require the Company’'s RoRE
to cutperform the target set
out in Ofwat's FD and, for full
vesting, to deliver upper
quartile relative performance
compared with other WasCs.

- 20% of the maximum LTIP
award based on measures
relating to Severn Trent's
sustainabitity framewark.

See page 137 for detail on

LTIP awards to be granted.

imptementation of the Company's
strategy measured through KPls which
are used for the annual bonus and LTIP.
Simplicity

Defined limits on the maximum

awards which can be earned. Variable
remuneration facuses an long-term
sustainable performance, including the
Company's environmental ambitions.
Risk

The Policy ensures there is sufficient
flexibility to adjust bonus and LTIP
payments through malus and clawback
and an overriding discretion to depart
fram formulaic outcomes.
Predictability

Sharehalders are given fuliinformation
on the potential values which can be
earned under the annualbonus and LTIP.
Proportionality

Incentive plans clearly reward the
successful implementation of the
strategy and eur environmental
ambitions, and through deferral and
measurement of performance over
anumber of years to ensure that the
Executives have astrong drive to
ensure that the performance is
sustainable over the lang term,
Alignment with culture

A key principle of the Company’s
culture is a focus on customers and
their experience; this is reflected
directly in the type of performance
conditiens used for the honus. The
focus on ownership and tong-term
sustainable performanceisalsoa

key part of the Company's culture,

Qther policy elements

All-employee
share plans

Up to £500 per month
for 3or S years

¥t Y2 Y2 Y4 Y5

To encourage widespread employee share ownership
to enable employees to share inthe success of

the business.

The Executive Directors are able to participate in HMRC
tax advantaged all-employee share plans on the same
terms as other eligible employees.

The maximum Limits under the plans are as set by
HMRC.

In line with all employees.

Alignment with culture
All-employee share plans support

a culture of share ownership and
align employee interests with the
long-term sustainable performance
of the Company.

Sharehalding
requirement

!

YT Y2 Y3 Y4 YEB

To encourage strong shareholtder alignment both
during and after employment with the Company.

The CEQ is expected to build and maintain a holding

of shares to the value of 300% of salary, and other
Executive Directers 200% of salary,

Executive Directors are expected to retain all of the net
of tax number of shares they receive thraugh the LTIP
and deferred share bonus until the sharehelding
requirement has been met.

A post-employment shareholding requirement
applies to Executive Directors whe leave the Company.
L eavers witl have a requirement to maintain their
in-employment shareholding requirement {or actual

shareholding, if lower] for two years following cessation

of employment. This requirement applies to shares
acquired under share plan awards granted following
approval of the 2021 Policy.

CEO - 300% of salary

CFO -200% of salary
Post-employment shareholding
requirement applies.

See pages 134 and 148 for
further details on shareholding
requirements and outstanding
share awards.

Risk

Incentives are primarily paid in shares
which must be retained until minimum
shareholding requirements have been
met. Post-employment shareholding
requirement further increases the
exposure of Executive Directers to the
share price after feaving the Company.
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LTIP awards to be granted in 2022

The tahle below describes how the LTIP will be implemented in 2022. As per Uhe 2021 award, 80% of the maximum LIIP apportunity will be
based on RoRE and 20% will be based on sustainability measures. The CEQ's and CFQ's awards will remain unchanged at 200% and 150%

of salary respectively. Both the RoRE and sustainability performance conditions will be measured over three years, to 31 March 2025, and
correspending vesting (as a % of salary] will be:

UQ RoRE
performance Sustainability
relative to performance
Threshold FD 1.39x FD WasSCs measure Max outturn
Operation Award recipient (% salary] {% salary) % salaryl (% salary) (% salaryl
Vesﬁng far CEQ 30% 120% 160% 40% 200%
performance  ¢cpg 20% 80% 120% 30% 150%

The table below breaks the sustainability performance measurs down into two equally weighted areas, ‘Direct Centributors to Carbon
Reduction” and ‘Innovation for Carbon Reduction’, setting out the four components and corresponding vesting las a % of salaryl. See page 130
for details of performance targets/milestones.

Direct Contributorsto Innovation for
Carbon Reduction Carbon Reduction
Fleet Self-generation Innovation trials Process emissions
(% salary) [% satary) [% salaryl (% salary)
CEO 10% 10% 10% 10%
CFO 7.5% 7.5% 7.5% 7.5%

The Committee will assess the value of the 2022 LTIP awards at vesting and wilt ensure that the final outturn reflects all relevant factors,
including consideration of underlying perfermance and progress towards the achievement of our Triple Carbon Pledge.

Chair and Non-Executive Directors’ fees {audited)

From 1 July 2022, Non-Executive Director fees will be increased by 2.3% from £59,100 to £60,440, and the Chair’s fee will be increased by 2.3%
from £3066,900 to £314,000. These increases are in line with the general employee salary increase,

The current fee levels, and those for the future financial year, are set out in the table below.

The Chair, Senior Independent Director and Non-Executive Directors are appointed for a three-year term, subject to annual re-election by
shareholders at the Annual General Meeting following the annual Board Effectiveness evaluation process.

This term can be renewed by mutual agreement, up to @ maximum total tenure of nine years. The current Letters of Appointmant are available
on the Severn Trent Plc website.

Operation Fees 2021/22 Fees 2022/23 Increase %
Chair’s fee £306,900 £€314,000 2.3%
Fee paid to all Non-Executive Directors £59,100 £460,460 2.3%
Supplementiary fees:

- Senior Independent Director £15,000 £15,350 2.3%
- Audit and Risk Committee Chair £317,000 £17.390 2.3%
- Remuneration Committee Chair £17,000 £€17,390 2.3%
- Corporate Sustainability Committee Chair £15,000 £15.350 23%
- Treasury Committee Chair £16,000 £€16,370 2.3%
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COMPANY REMUNERATION —
AT SEVERN TRENT N employees

Eligibility covered Remuneration element

Allemployees
This section sets out the steps we take
to make sure that our pay and reward
framework is transparent and fair,
beyond Executives and senior management,
in a way that is meaningful and useful.

The table to the right sets out details of how the cascade of the
reward framework applies across different levels within the
organisation combined with a summary of the information which
the Committee has received as part of its annual review process.

Salary

Benefits

Pay and alignment across the business

Alongside our thriving culiure and inclusive working environment,
aur reward framework is designed to attract, motivate and retain
people who are inspired by Severn Trent's Purpose, and who live

our Values every day. Pension

Our reward package recagnises the great performance of our

employees, as we deliver aur essential service to customers 7,369

across the region, and is designed to reward all colleagues (as at

fairly throughout the crganisation. The terms and conditions 31 March

from which cur employees benelit evolve in line with external 2022)

practice and new initiatives from within Severn Trent. We pride ~
ourselves on keeping pace with the focus on the future of work,

talent management and acquisition, to motivate, develop and

retain a positive working environment and culture,

Annual bonus

Sharesave
Management "
and senior
management
LTIP
A proportion of this
371 population participate
in the LTIP by annuat
invitation
This section of the report covers
Pay and alignment across the business
Strategic alignment of remuneration Exec"t_ive Shareholding requirement
Committee asa % of salary
What the Committee has looked at in the last 12 months and Executive 9 CEC - 300%
) Directors CFO - 200%
Pay compariscns: Exec Co-100%
- Alignment with Group performance; Our supply
- CEQ pay ratios; and chain

- Gender pay gap reperting
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GROUP FINANCIAL STATEMENTS

Committee focus areas

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

Implementation at Severn Trent

Salaries are setto reflect the market value of the role, and
to aid recruitment and retenticn. Emplayees whe are not on
atraining rate of pay [such as apprentices) receive at least

the voluntary Living Wage. We also monitar closely the

rates of pay of peeple who are training with us to make sure

they remain fair and competitive.

Date of annual increase
arrnss all employee groups;
Wider workforce increases
versus the senior Executive
pepulation; and

Differences across
employee groups.

Salary increases were on average 2.3% across

the worldorce in 2021/22.

Annual pay reviews are effective in July for all

employee groups.

The Company has real Living Wage employer accreditation
and reviews salaries in this context.

Enhanced visibility on salary ranges within the
organisation to enable fairness and transparency,

All employees are eligible to participate in our flexible
benefits scheme which we believe is one of the best in the
industry and is designed to support physical, mentat and

financial wellbeing, 48% of our employees choose to tailor

their benefits via our flexible benefits scheme.

Types of benefits; and
Eligibility across levels,

A consistent approach is applied across the business
for benefits.

We offer a market leading defined contribution pension
scheme and double any contributions that employees
make lup to a maximum of 15% of salaryl.

When colleagues get closer to retirement, we provide
education and support to help plan for the next stage
of their lives.

Woe are proud that $9% of our employees are members
of the pension scheme and 60% pay contributions above
the minimumm of 3%,

Employer pension
contributions across the
warkforce: and
Comparisons of wider
workforce pensicn to
Executive pensions.

The majority of employees are eligible to participate in the
Severn Trent Group Pension Plan.

The process of aligning empleyer pension contributions
for incumbent Executive Directars with the maximum

15% contribution available to members of the Severn Trent
Group Pension Plan [the majority of the workforce] was
achieved in April 2022.

All of our people share in cursuccess by participating

in our all-employee bonus plan, ensuring all employees
are aligned with the same measures and rewarded for
achieving our key objectives.

Bonus design across
different populations;
Details of performance
measures and targets; and
Outturn during the year.

A consistent design is operated throughout the business.
At all levels performance outcomes are measured against
the same metrics (see page 140},

An individual performance multiplier is in place

across management grades informed by our

Inspiring Great Performance ['FGP’) outcomes.

Our front-line colleagues and team managers benefit from
an all-company fixed benus payment.

Bonus opportunities vary by grade.

We also operate some sub-schemes in Business Services,
to refiect specific business needs,

Malus and clawback provisions arein place.

Offering the opportunity to participate in our Sharesave

scheme encourages employee engagement and reinforces
our strong performance culture, enabling all cotleagues to
share in the long-term success of the Company whilst also

aligning participants with sharehoclder interests.

Qur Sharesave scheme gives employees an opportunity to

save from £5 to £300 per menth over three or five years,
with the option to buy Severn Trent Plc shares at a
discounted rate at the end of the period.

Take-up rates.

All Severn Trent Pic employees can participate
in the Save As You Earn scheme - Sharesave.
There is a significant take-up of this benefit with
73% of employees actively participating.

The LTIP reinforces delivery of long-term creation of value

and sector outperformance and progress towards our
net-zero ambitions, The retention of shares by Executive
Directors for the longer-term also supports a shared
ownership culture in the Group.

Eligibility;
Cost;

- Dilution; and

Details of performance
measures and targets.

Eligibility is reviewed annuatly.

The LTIP 15 available to Executive Directors, the Executive
Committee and some members of senior management.
The performance period is three years, with 80% based on
RORE performance and 20% on sustainability measures.
The Executive Directors are subject to an additional
twe-year post-vesting holding period for awards granted
fram 2018 onwards.

LTIP opportunities vary by rale from 25% of salary to 200%
of salary.

Executive Directors have a UQ stretch performance target.
Malus and clawback provisions are in place.

Supports alignment of Executives’ interests
with shareholders,

Eligibitity; and
Requirements versus
actual shareholdings.

Shareholding requirements are in place fer the Executive
Directers and Executive Committee.

A post-employment shareholding reguirement

was intreduced for Executive Directors as part

of the 2027 Policy.

All colleagues acrpss Severn Trent are paid in line with
the real Living Wage, for which we hold accreditation,

Wae expect this of all new contracts within our supply chain
and detail this within our Sustainable Supply Chain Charter.
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Strategic alignment of remuneration

The Committee believes it is important that, for Executive Directors and senlar managemaent, a significant proportion of the remuneration
package should be performance-related, and that performance conditions applying to incentive arrangements support the delivery of the
Company's strategy through our nine strategic outcomes,

Strategic outcomes

The approach to remuneration across the Group is to ensure all our
employees are rewarded and incentivised to deliver Severn Trent's
strategic outcormnes. Delivering against these objectives is critical to
the creation of long-term value for all our stakehalders: custemers,
cammunities, employees, shareholders, suppliers and contractors,
and the regulators.

In determining the right performance measures for our incentive
plans, the Committee seeks to strike a balance between short and
long-term financial, operational and strategic goals. Aswe are a

A company you can trust
A positive difference

Lowest possible bills

Aservice for everyone
An outstanding experience

Good to drink

Water always there
Waste water safely taken away

A thriving environment

long-term business, actions taken in a single year flow through to
longer-term performance. We operate an annual bonus scheme
across the Group, which reflects our belief that all our employees
play a part in the creation of value far cur stakehotders.

The diagrams betow jllustrate the perfermance measures that we

use within our incentives and explains how the measures together

2022/23 Annual bonus plan LTIP

Group PBIT
4%

Customer and
Environment 0Dis
35%

River Health

Healthand Safety
8%

The annual bonus focuses on performance
conditions which have a direct financial impact
on the Company through PBIT and 0Bls, whaose
satisfaction result in additional income for the
Company and which are agreed with Gfwat.

A significant proportion of ODls relates to

the service we provide to our customers

and support alignment with customer focus, RoRE
which is at the heart of our AMP7 Business Plan. 80%
(standard & UQ

The balance of the bonus is subject ta Health element]
and Safety targets measured vialost time

incidents (8%I| and, from 2022/23 onwards, River

Health (8%)]. We discuss the inclusion of the

River Health measure in more detail on page 141,

We operate a consistent core bonus desigh across
the organisation. For Executive Directors, 50% of
the bonus is deferred into shares for three years
to support long-term sharehalder alignment.

Sustainability
20%

How does the Committee set performance targets?

with the overall structure of incentives help deliver the Group’s
financial, operational and strategic goals. We have also explained
the key steps involved inthe target setting process.

RORE is a financial KP| and is the core driver of
overall Company performance, supporting the
long-term sustainability of the Company.

Components of RoRE are:

-Wholesale totex - Custarmer ODIs

- Retail operating costs - Financing

As explained on page 129, the RoRE performance
measure of the LTIP award comprises a standard
element and a UQ element. The UQ element
ensures that exceptional relative performance
must be achieved to justify full vesting of the
RoRE elemeant.

Cur sustatnability measures are aligned with cur
environmental commitments to reach net zere
carbon emissions by 2030.

For Executive Directors, the LTIP is fully
delivered in company shares subjecttoa
two-year holding period, ensuring long-term
alignment with sharehotder interests.

The Committee has a well-estabtished process for setting stretching targets 1o ensure that incentives drive our strategic eutcomes and
deliver vatue for all our stakeholders.

140

1. Review and approve targets

Management proposes targets for the bonus
and the LTIP, taking into consideration the AMP7
Business Plan, lang-term strategy (including
our sustainability framewerkl, the Board-
approved budget, histarical performance,
consensus forecasts and wider market/
economic condittons. The Committee reviews
the proposed targets [including the underlying
assumptionsl to ensure they are suitably
stretching but also realistic. Following this
review, the Committee approves the targets.

2. Assess performance

Atthe end of the perfarmance period [ane year
for the bonus and three years for the LTIP], the
formulaic outcomes of each performance
measuyre are assessed on a standalone basis,
including those that are independently verified
by our external regulator, Ofwat. As stated on
page 133, the UG element for LTIP awards can
only be measured once data for all WaSCs is
availabte. A specific Committee meating is
scheduled for this purpose.
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3. Determining final outcomes

The Committee assesses whether formulaic
outcomes are fair in the context of overall
business perfermance and the wider
stakeholder experience The Committee
fias a well-established process to review
formulaic outcomes and, as part of this
process, independent external advice s
sought whereby the Committee looks at
performance "in the round’. The Committee
has the ability to exercise discretion to adjust
formulaic incentive outcomes.
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What the Committee has looked at in the
past 12 months

The Committee carries out an annual review of remuneration

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

The Committee’s process

Each year the Committee’is presented with interim and annual
updates that set out developments in Severn Trent's wider workforce

pay policies and practices. The provision of these reports meets the
requirements of the 2018 Code. The Cemmittee continues to be
engaged on the mechanisms for how the reward framework is applied
across different levels within the erganisation, which in turn has been
shared with sharehalders in this report. A summary of the information
reported to the Committee as part of its annual review process is
shown in the table on pages 138 and 139.

elements, policies and processes. This process was introduced in
2019 for the Committee to expand its responsibility to oversee and
review wider workforce pay and policies, and to ensure they are
designed to suppert the Company’s desired culture and Values.

The Committee believes that the context and knowledge shared is
a useful underpin to ensure that our future decision making around
Executive and senior management pay supports fair and equal
remuneration throughout the entire workforce.

What the Committee has looked at in the past 12 months

Activity Focus areas Implementation at Severn Trent

Purpose and Reflection onwider - Arefreshed suite of Occupational Health and wellbeing guides were launched for all health

Values workfarce policies and wellbeing-related advice, guidance and benefits.
and practices - A npumber of our policies were updated to ensure that we are maintaining our stance as a family-

friendly organisation, e.g. neonatal and fertility treatment leave, as well as extending emergency
dependent leave to grandparents.

- We have intraoduced new supportive guides and training aiming to help employees and managers
to talk about previously unspoken topics, such as domestic abuse and endometriosis.

- We have supported our suppty chain to move to the real Living Wage as part of our commitment
to have all colleagues, both direct and indirect, receive the real Living Wage rate of pay by
April 2023.

Engagement Sharing our guiding ~ InSeptember 2021, Christine Hodgsen and Kevin Beeston attended the Company Forum,
remuneration - Topics discussed included how the Committee focuses on linking ESG activities to reward,
principles with the and the importance of inctusivity, diversity, and safety from a Board perspective,

Company Forum - This is an annual standing item on the Company Forum’s September agenda, and a Board
member attends each meeting throughout the year.

Focus on Bringing to life how - Review of carbon reduction measures in LTIP.

ESGmeasures  sustainability is - Introduction of river health measures into the bonus [see case study below],
embeddedin our
remuneration
framework

River Pledges

In March 2022, the Committee approved a change to
the bonus design for 2022/23, to include an element
linked to our newly launched River Pledges.

This element will carry a weighting of 8% of the total
bonus and is created by incorparating the Customer
Experience measure [C-MeX] into the ‘minimise
disruption to customers’ 0Dl categary. By adding in
this river health element, a fifth of the bonus overatl
will be linked to measures relating to the environment.

There are five distinct River Pledges, each with a
series of sub-measures beneath them, In selecting
which of the measures to build inte the bonus scheme,
we have focused on those that are most pertinent to
stakeholders, namely reducing the harmful impact we
have on river health and increasing epportunities for
people in our region to enjoy our waterways.

—> See pages 17 to 19 for more detail on our River Pledges.
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What the Committee will look at in 2022/23

EMBEDDING SUSTAINABILITY
WITH REWARD

We are committed to ensuring all aspects
of remuneration are reviewed through a
sustainability lens, nat only for Executive

Directars, but across the entire workforce.

In 2022/23 we aim to move current

LTIP sustainability measures to

a simpler carbon reduction glidepath,
and strengthen the environmental link to
remuneration through our River Pledges.

FAIR AND TRANSPARENT PAY

Continued commitment to monitor

and evaluate develapments in our pay
framework and the review of Executive
pay in line with the wider workforce. We
will continue to clarify the contribution of
unique role types to ensure an equal and
fair reward package that is representative
of roles with similar skill types.

SOCIETALSTRATEGY

Ongeing focus on workforce policies
and practices, and how they link

to the Company’s broader societal
strategy. We will continue to ensure
that remuneration structures and
outcomes are aligned to the interests
of all our stakeholders: customers,
communities, employees,
shareholders, suppliers and
contractors, and the regulators.

Qur policy quantum compared with peers

When we set the remuneration for the Executive Directors, one of
the factors the Committee considers is the relevant markets for the
Executive Directors, which we believe is the FTSEL1-150 excluding
financial services, and the size of the Company compared with these
peers. The chart below shaws the relative position of target total
compensation under the Policy in comparisan with the FTSE51-150.

Relative position of target total compensation

Remuneration of the CEO

CEO remuneration vs returns to shareholders

interyening financial

The graph below shows the value at 31 March 2022 of £100
invested in Severn Trent Pic on 1 Aprii 2012 compared with the
value of £100 invested in the FTSE100. The FTSE100 was chosen
as the comparator index because the Company is a constituent
of that index. The intermediate points show the value of the

year ends.

Total shareholder return and total remuneration

The totat remuneration for the CED over the last 10 financial years is shown in the table below. The annual bonus paysut and LTIP vesting level
as a percentage of the maximum opportunity is also shown.

Year ended 31 March

2013

2014 2015 2016 2017

2018 2019 2020 2021 2022

CEQ

Tony Wray TonyWray LivGarfield LivGarfield LivGarfield Liv Garfield LivGarfield Liv Garfield LivGarfield LivBarfield

Total remuneration (£:000)" 16353 18184 21976 24936 24240 21935 24788 27651 30840 39134
Annual bonus {% of maxirnum) 824%  787%  520%  BB2%  U58%  604%  585%  740%  638%  BL.O%
LTIP vesting (% of maximum) 57.5%  100.0% 100.0% 100.0%  100.0% 100.0% 100.0% 1000% 100.0%" 75.0%"
SMP vesting (% of maximum) 78.0% 64.3% N/A N/A N/A N/A N/A NIA N/A NIA

lil 2018 anwards inctudes any SAYE grants made during the year as well as dividend equivalents in respect of vested LTIP shares.

[1il The vesting of the 2018 L TIP award was reported in the 2020/21 Direciors’ Remuneration Repart as 72.1% of maximum. in light of UQ pertormance being achieved, the standard and UQ
elements of the 2018 LTI award have since vested in full, To reflect thus, the LTIP vesting percentage for 2021 has been restated. The additianal LY{P value arising from the full vesting
of the standard and UQ eiements is included in the total remuneration value for 2021/22

(+il The vaiue of the 2019 LTIP award for 2021/22 is based an the Cammittee’s assessment of tha vesting of the standard element of the LTIP. The UQ etement cannot be measured until the
end of July 2022, such vesting, if any, will farm part of the total remuneration value for 2022/23.

livl The 2022 total remuneration figure includes £621.7% 1 respect of UQ performance for the 2018 LTIP, which 15 published ene yesrin arrears as explained on page 132 and relates

therefore to the 2021 remuneration figure.
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The relationship between the remuneration of the CEQ
and all employees

The Company's approach to remuneration is consistent for all
employees, as outlined on pages 138 and 132 and in our
Policy which can be found on the Severn Trent Plc website.

The table below shows how the CEO's single total figure of
remuneration compares with the equivalent figures for employees
occupying the 25th percentile, median and 75th percentile guartiles.

We have chosen Option A under the Regulations for the calculation,
which takes into consideration the full-time equivalent basis of all
employees and provides a representative result of employee pay
conditions across the Company.

Total pay and benefits for all have been calculated as at 31 March
2022, in accordance with the single figure methodology, and are based
on full-time equivalent pay and benefits. We have not omitted any pay
elements from the calculation. The median CEO ratio is consistent
with the pay and progressicn palicies for the company’s UK employees
as a whole.

CEO pay ratio

GROUP FINANCIAL STATEMENTS

CEQ 2020 2021 2022
Total single figure [£:000]" 27651 30840 39134
Annual bonus payment level achieved

{% of maximum opportunity) Tal%  638%  81.0%
LTIP vesting level achieved

(% of maximum opportunity]' 100% 100% 75%
Ratio of CEO's single total

remuneration figure shown;

- Toemployee at the 25th percentile 845 928 115.0
- Toemployee at the 50th percentile 65.7 723 90.0
- To employee at the 75th percentile 53.9 59.8 4.6
Ratio of CEO's single total

remuneration figure shown

to the median Executive

Committee member: 4.3

I} Figures for 2020 and 2021 have baen restated to reflect the updated 2017 and 2018 LTIP
values based on the share price at the date of vesting and include dividend equivalents
inrespect of vested shares.

liil The value of the UQ element of the 2018 LT!P awarg for 2020/21 could not be measurad
until July 2021, and 15 therefore included in the tetal remuneration vatue for 2022. The
value of the 2019 LTIP award for 2021/22 is based on the Commiltee’s assessment of the
standard element of the total polential LTIP vesting, as this measures the Company's
gerformance agamst the RoRE set by its FD. The UiQ element cannat be measured until
the end of July 2022; such vesting, if any, will theretara be disclosed in the 2022/23
Directors” Remuneration Report

liii) The 2022 total remuneration figure includes £621.7k in respect of UQ performance for
the 2018 LTIP, which is published one year in arrears as explained cn page 132 and
relates therefere to the 2021 remuneration figure.

The table sets out the base salary and total pay and benefits details
for the CEQ and the employees at the 25th, 50th and 75th percentiles.

CEO 2022
Base salary {£'000) 754.5
Total pay and benefits [£'000] 3,913.4
Employees

Base salary (£'000) - :

- Employee at the 25th percentile 5.8
- Employee at the 50th percentile 313
- Employee at the 75th percentile 39.2
Total pay and benefits [£7000)

- Employee at the 25th percentile 340
- Employee at the 30th percentile 435
- Employee at the 75th percentile 52.4

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

The median CEQ pay ratio has increased frem 72.3 to 90.0 year-on-
year, mainly due to the inclusion of the UQ element of the 2018 LTIP
award in this year’s single figure. As highlighted on page 133, vesting
under the UQ elernent of the 2018 LTIP award was only known at the
end of July 2021 when comparable statistics for the other WaSCs were
published and provided to Ofwat. More detail on the single figure
amount is inciuded on page 146,

The Committee is satisfied that the individuals identified within each
relevant percentile appropriately reflect the employee pay profiles
at those quartiles and that the overall picture presented by the ratios
is consistent with our pay, reward and pragression policies. Over the
long term, it is reasanable to expect there to be a degree of volatility
year-on-year in the CEO pay ratio given that the CED's single figure is
made up of a higher proportion of perfermance-related pay than that
of our employees, in line with the expectations of our shareholders
and the Company’'s remuneration approach. This introduces a higher
degree of variability each year which affects the ratio. It should be
noted that all employees in the Company who meet the service
reguirement are eligible to receive a bonus based on the same broad
Company performance conditions. This ensures all employees share
in the success of the Company.

The key factars te note for this year’s CEQ pay ratio are as follows:

- Asdescribed above, for 2021/22 the single figure includes the
standard element of the 2019 LTIP award plus the UQ element
of the 2018 LTIP award.

- Long-term incentives are provided in shares, and therefore
any increase in share price over the three years, as has been
observed when previcus LTIP awards have vested, can magnify
the impact of a long-term incentive award vesting in a year.

- None of the lower gquartile, median or upper guartile employees
identified this year are participants in the LTIP. If the value of the
LTIP is excluded from the CEO total remuneration pay ratio
calculation, the ratios would be as foilows:

- To ernpleyee at the 25th percentile: 48.4
- Te employee at the 50th percentile: 37.9
- To employee at the 75th percentile: 31.4

The CED pay ratio is just one of many factars that we take into
consideration in ensuring a just and fair reward framework for
all our colleagues.
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Percentage change in the remuneration of the
Executive Directors and Non-Executive Directors

The Committee looks ta ensure that the appreach to fair pay is implemented

in practice throughout the Group, and monitors year-on- year changes
between the movement in salary, benefits and annual Bonus for the CEG
between the current and previous financial year compared with that of
the average employee.

% change on last year for 2019/20

The Committee has elected to use the average earnings per employee
as this avoids the distortions that can occur to the Group's total wage
Gill as a result of the movements in the number of employees.

The Committee monitors this information carefully to ensure that
there is consistency in the fixed pay of the Executive Directors and
Non-Executive Directors compared with the wider workforce. Also,
this information demonstrates the Company’s approach to having
an all-employee bonus throughout the arganisation with employees
and the CEO benefiting when the Company does well.

% change on lasi year for 2020/21 % change on (as{ year for 2021/2Z

Salary/ Salary/ Salary/

Fees” Benefits™  Bonus® Fees'? Benefits'W! BonusH Fees®” Benefits® Bonus™!
Executive Directors
Liv Garfield 2.4% 0.6% 29.5% 2.3% (1.2% 1.8l% 2.3% (3.1)% 30.0%
James Bowling 2.4% 0.0% 29.5% 2.3% 00% [(1M.8% 23% 0.0% 30.0%
Non-Executive Directors'™
Christine Hodgson! N/A N/A N/A 431.4% N/A N/A 1.7% N/A N/A
Kevin Beeston 2.2% N/A N/A 1.5% N/A N/A 5.8% N/A N/A
John Coghtan®! 13.3% N/A N/A 1.0% N/A N/A 3.5% N/A N/A
Tom Delay™! N/A N/A N/A N/A N/A N/A N/A N/A N/A
Sharmila Nebhrajanit™ N/A N/A N/A N/A N/A N/A 8.7% N/A N/A
Dominique Reiniche fix 2.4% N/A N/A 1.7% N/A N/A 1.5% N/A N/A
Philip Remnant 1.9% N/A N/A 1.4% N/A N/A 3.6% N/A N/A
Giltian Sheldon N/A N/A N/A N/A N/A N/A N/A N/A N/A
Angela Strank 2.0% N/A N/A 1.4% N/A N/A 3.7% N/A N/A
Average per employee™ 3.7% 15.9%) 21.8% 2.2% 710%  13.71% 2.1% 0.3% 9.9%

Il The salary figures shown are based on full-ime equivalent comparisons.

lu}  The benefris figures include green travel allowance and family level private medical

insurance for senjor and middle managers

lml  The figures shown are reflective of any bonus earned during the respective financial

year. Bonuses are paid in the following June.

iv] Non-Executive Directors receive fees only and do not receive any additional benefits or

bonus payments,

[v]  2020/21 reflects a change in rote frem Non-Execulive Directar to Chair of the Board on

1 Aprit 2020.
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[vi} Inclusive of afee of £10,230 in retation to his Hatren Dyfrdwy Cytyngedig Chair
respansibilities in 2021/22 and £10,000 10 2020/21.

(vii] Appointedtothe Board on 1 January 2022,
{vii Appeinted tothe Board on 1 May 2020

{ix] Resigned from the Board effective 8 July 2021,
{x] Appointed to the Board on | Nevember 2021.

[xil The average pay increase for the wider workforce during the year was 2.3%.
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Gender pay gap reporting

Gender pay gap reporting legislation came into

force in April 2017 and requires all UK empleyers -

with 250 or more employees to publish annual
information illustrating pay differences between
male and female employees. As Severn Trent
continuously evolves, so does our approach to
celebrating and embracing diversity in all its
forms, of which gender is one. Our goal is to
recruit and employ the best people possible,
regardless of their backgrounds.

We reported our gender pay gap in November 2021 in line with
statutory requirements. The data was based on figures from 5 April
2021 and showed a median gap of 9.1% flast year: .3%| and a mean
gap of 3.8% [last year: 2.3%). The decrease in our median continues
to be pasitively impacted by a high proportion of wornen within our
management and senior management roles, and we believe we
have created an enviropment where women can thrive, develop
their careers and act as role medels to others looking to join the
industry. Over the same period we have seen a slight increase in
our mean gender pay gap, partly due to small changes within aur
executive population.

Our mean gender banus gap of -24.4% is as a result of the
high percentage of women in our Executive and senior
management population.

=> Read more on Severn Trent's diversity in the Our People section p8&

Male and female
pay quartile distribution

PAY
QUARTILES

Top
quartile

72.1% 27.9%

Upper middle
guartile

80.2% 19.8%

Lower middle
quartiie

78.3% 21.7%

Lower
quartile

25.3% L4.7%

GROUP FIMANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS

The full gender pay gap report can be found on the Severn Trent Plc
website, detailing the methodology and definitions, including case
studies showcasing how we are making operational roles more
accessible and inclusive. We are encouraging mare wamen into
Science, Technology, Engineering, Maths ['STEM'] and Operational
roles through the launch of the Wormen in STEM and Ops advisory
group, ensuring we are creating a great working environment for
the wemen that work at Seyern Trent.

We recognise that diversity of talent brings different ideas and
perspectives which improve how we work together collaboratively
as a company and want our colleagues to feel they can be themselves,
safe in the knowledge that their workplace is fair and inclusive.

This year we published our fifth gender pay gap report

-3 Read more online at severntrent.com

Difference in hourly pay between
men and women

91% 3.8%

MEDIAN MEAN

Difference in annual bonus pay
between men and women

-0.8% -24.4%

MEDIAN MEAN
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DIRECTORS’ REMUNERATION REPORT CONTINUED

ANNUAL REPORT ON REMUNERATION

The Annual Report on Remuneration and the Annual
Statement will be put to an advisory shareholder
vote at the AGM on 7 July 2022. The information

on pages 146 to 148 is audited.

Total singtie figure of remuneration {audited)

The tables below and on the next page set out the total singie figure
of remuneration received by the Executive Directors for 2021/22 [or
for performance perieds ending in 2021/22 in respect of long-term
incentives) and 2020/21 for camparison, and total fees received by
Non-Executive Directors for 2021/22 and 2020/21, for comparison.

Where necessary, further explanations of the values provided
are included below, The tables and the explanatory notes have
been audited,

Fixed pay LTIP Variable

Financial and benelits Annual standard LTIPUD remuneration Total
Executive yearended Salary Benelits Pension Other sub-total bonus alement element LTIP total sub-total remuneratien
Directors 31 March (€000 [E"0OQI"™ erooo (E'000) t€'000) (€ooo]! [£e00l 1£°000) (epoo) ' {£'000) {€7000) !
Liv 2021/22 754.5 165 1381 0.0 9091 7376 11,6450 6217 22667 3,0043 3,935.4
Garfield ——

2020/21 737.5 17.0 149.5 45 9085 5674 1,608 N/A 1,608 21765 3,084.0
James 2021/22 4547 16.5 83.2 4.5 558.9 4445 6611 3614 1,0225 1,467.0 20259
Bowling -

2020/21 4445 165 20.1 0.0 5511 3420 b4b6.4 N/A b4b.4 988.4 15395

lil Both Executive Directors asked the Company to reduce their salaries by 25% for the first
quarter of 2020/21 and to danate the equivalent amount to charities in aur region which
helped the local response to COVID-19. The salaries for 2020/2% shown are based on
salary earned during the financial year before the 25% reductian. Sataries are shown
before the deductions of benefits purchased through the Company's salary sacrifice
scheme, such as pension centributions.

il Benefits include a green travel allowance of £15,000 p_a., farnily tevel private medical
insurance, life assUrance worth six times salary and participation 1n an incapacity
benefits scheme.

liiil The Executive Directors’ pension provision was egual to 18.3% of satary in 2021/22.
Asaf 1 April 2022 their maximum contribution 1s aligned with the wider workforce at
15%. Neither Executive Director accrued benehts under any defined contribution
pension plans during the year or has participated in a defined benefits schems while
an Executive Directar,

{ivl This tigure relates to the ditference between the market price and the discounted option
price relating to an SAYE option granted during the financial year.

|v) The annual benus is paid 50% in cash and 50% in shares with the portion deferred into
shares subject to continued employment for three years but with no further
performance conditions attached. See page 132 for further details of the annuai bonus

outturn for 2021722,

(vi] The value of the 2019 LTIP award for 2021/22 is based on the Committee’s assessment of
the standard element of the total patential LTiP vesting, pius the Ud etement of the 2018
LTIP. The priaryear LTIP figure has been restated using the share price al the date of
vesting and includes dividend equivalents in respect of vested shares

[vii} The 2021/22 total remuneration iigures include £621.7k for the CEO and £361 4k for the CFO
inrespect of UG performance for the 2018 LTIP, whech ts published one year inarrears as
explainad on page 132 and retates therefore te the 2020/21 remuneration figure.

Total Non-Executive Directors’ fees (audited)

2020/21 2021/22
{£'000} (£°600]

Relative importance of spend on pay

The table below shows the expenditure of the Company on staff costs
against dividends paid to shareholders for both the current and prior
financial periods and the percentage change between the two periods.

Fees Fees
Christine Hodgsan® 100.0 305.2 Relative importance 2020/21 2021/22
of the spend on pay £m £m % change
Kevin Beeston &7.4 720
ser 2 Staff costs 3507 3665 4.5%
John Coghlan® 97.4 100.8
s Dividend 2602 2545 6.0%
Tom Delay®! 0.0 14.8
Sharmila Nebhrajani® 527 424  Annual bonusoutturn for 20621/22 (audited)

T . Our all-emptoyee annual bonus scheme ensures that all of our people,
Dominique Reiniche ¥ 574 15.8 from Executive Directors to our frontline employees, are aligned with
Philip Remnant 72.4 75.0 the same measures and rewarded appropriately for achieving key

. - objectives. Full detait on the Company's performance during the
Gillian Shetdon oo 246 financial year can be found in the Sirategic Report,
Angela Strank 70.4 730

U] The Chair asked the Company to reduce her feas by 25% for the hrst quarter of 2020/21
and to donata the equivalent amount to charities 1n our region which helped the lecal
response to COVID-19. The 2020/21 fees shown are based on fees earnad during the
financial year before the 25% reduction.

) Inclusive of a fee of £10,230 in relation to his Hafren Dyfrdwy Cyiyngedig Chair
responsibilities in 2021/22 and £10,000 in 2020721,

() Appointed to the Board on | Japuary 2022.

livl Appeinted to the Baard en 1 May 2020.

vl Resigned trom the Board affective 8 July 2021,
{vi] Appainted to the Board on 1 November 2021.
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The performance outcomes in respect of financial performance
conditions, and the overall bonus awarded to each Executive Director
and our frontline employees, is set out in the At a Glance section on
page 132,
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Benefits for 2021/22 laudited]

The valtie of benefits is based on the cost ta the Company and there is no pre-determined maximum timit. The range and value of the benefits
offered are reviewed periodically. in Line with the Policy outlined on pages 135 and 136, we show below the benefits received by the individual
Executive Directars in the year, and their typical annual value where possible.

Percentage increase/

Benefits for 2021/22 (audited) Typical annual vafue 2020/21 Typical annual value 2021/22 ldecreasel
Greentravel allowance £15,000 £15,000 0%
Private medical insurance £1.412 £1,493 5.7%
Life assurance Up to éx salary Upto éx salary 0%
Personal accident cover As per the Graup-wide palicy As per the Group-wide paticy 0%
Biennial health screening £610 per health screen £471 per health screen 10.0%
Incapacity benefits Waorth 75% of salary for a period of five  Worth 75% of salary for a period of five 0%

years [subject to qualifying criteria) years [subject to gualifying criteria)

LTIP awards vesting in relation to performance in 2021/22 (audited)

Under the 2018 Policy, which received very strong shareholder support, we implemented a UQ comparison against other WaSCs under the
RaRE performance measure for all future LTIP awards made to the Executive Directors. This ensures full vesting is only achieved for UQ
camparative performance and it aligns with the Company's aspirations to be an upper guartile performer.

The outcome of the 2019 LTIP is based an performance over the three-year period from 1 April 2019 to 31 March 2022, This is the secend LTIP award
vesting that includes a stretch measure relative to the UQ performance of the other WaSCs. The value set out below is based on achievement of the
standard element against the total potential LTIP vesting, as this measures the Company's perfarmance against the RoRE set by its FD. Achievement
under the standard element was 1.50x and this was measured against the target that we set of 1.39x the base RoRE return. This results in a vesting
equivatent to 150% of salary far the CEO and 100% of salary for the CFO. Full details are set out in the table below.

Value Value of Value of

Value of Standard attributable ValueafLTIP dividend standard

Number of award at End of element of Number of to share price shares  equivalents elementofLTIP

shares grant performance award vesting shares movemant vesting® due™  [single figure]

granted [£'060] period [% max] vesting  Vesting date [€'600] [£'000) {£'000) {£'000}

CEO 69,411 14160 31/03/2022 75.0% 52,068 23/07/2022 4383 1,500.3 144.7 1,645.0
CFO 31,367 639.9 31/03/2022 66.7% 20921 23/07/2022 1762 602.9 98.1 661.1

lil Based on the average share price over the final three months of the performance period of €28 82 as the awards will not be released until after the end of the closed periad.

liil Based on dividands paid in the period since the date of grant to 31 March 2022.

The UQ element of the 2019 LTIP award cannot be measured, and so the associated vesting will not be known, until the end of July 2022 when
comparable statistics for the other WaSCs are published and provided to Ofwat; such vesting, if any, will therefore be disclesed in the 2022/23
Directors’ Remuneration Report. The LTIP value in the 2022/23 single figure table will comprise the UQ element of the 2019 LTIP award [if any]
plus the standsrd element of the 2020 LTIP award. For full transparency, we set out below the maximum number of additional shares that
could vest if UQ perfermance relative to other WaSCs is achieved.

2019 LTIP - U element

Maximum number of Value based on share price at grant of Value attributahle to share price  Value based on average share price of £28.82

shares that could vest £20.401€£°009) mevement (£'000) [€'000)
CEO 17,353 354.0 146.1 548.3
CFO 10,446 213.1 88.0 330.0

2021 LTIP award (awards granted during the year)

Face value of End of 3 day average share price
Basis of award Numbher of award at grant perfermance Yesting used for grant
[% of base salary] shares granted" [€000) period date calculations
CED 200% 55,441 £1,483.4
14/07/2021 31/03/2024 24/07/2024 £26.75
CFo 150% 25,068 £670.5

lil  LTIP awards are conditional share awards subject to perfarmance conditions, as set out below.

Threshold FD
baseline 3.8%9%

UQperformance
relative to Wa5Cs

Sustainability

1.39xFD5.41% performance measure Max outturn

2021 LTIP awardg {7 salaryl {% salary] (% sakaryl [% salary] % salaryl
Vestingfor _CEO 30%# 120% 160% 40% 200%
performance  opg 20% ™ 80% 120% 30% 150%

[il The 2021 LTIP vesting Level for threshold FD performance was incorrectly stated in the 2020/21 Directors’ Remuneration Repoirt as 37.5% and 25% for the CEO and CFO, respectively.
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Deferred shares under the annual bonus scheme (including awards granted during the year)

One hatf of the bonus earned in respect of performance during 2020/21 was deferred into shares, as detailed below:

3 day average
Face value of share price usaed
Basis of Number of Grant award atgrant Vesting for grant
award sharesgranted™” date {£'000) date calculations '
i i 2837
LivGarfield 2021 annual bonus  Deferred 4_&{’1 08/06/2021 — " 08/06/2024 £24.74
James Bowling scherne relating to 2020/27 bonus 6910 171.0

il Annual borus shares are deferred shares which are subject to continued employment. but are not subject to further performance conditians.

Directors’ shareholdings and summary of outstanding share interests (audited]

Page 134 in the At a Glance section summarises the shareholding
requirements under which Executive Directors are expected to build
and maintain a shareholding in the Company, and whether Executive
Directors have met the shareholding requirements. The shareholding
reguirements for the CEQ and CFO remained unchanged in 2021/22.

The Committee believes that it is an essential part of the Policy that
Executive Directors become material shareholders, and this is evidenced

by the number of shares held by both Executive Directors. The retention
and build-up of equity is important in a long-term business such as
Severn Trent as it encourages decisions to be made on a long-term,
sustainable basis for the benefit of customers and shareholders.

There has been no change in the Directors’ interests in the ordinary
share capital of the Company between those set out below and 24 May
2022,

Shareholding

% sharehotding

Beneficially LTIP  Annualhenus SAYE requirementasa Currentsharehotding requirement
Directors owned shares!'! shares™™ options % of salary asa % of salary achieved™ )
Liv Garfield 283.423 185,355 37,044 967 300% 1,229% 410% I
James Bowling 98,901 83,771 22,322 2,001 200% T45% 373%
Non-Executive Directors
Christine Hodgson 3.061 - - - - - -
Kevin Beeston 4,834 - - - - _ _
John Coghlan 2670 - - - - - -
Tomn Delay™ 0 - - - - - -
Sharrnila Nebhrajani 101 - - - - - -
Dominique Reiniche ! N/A - - - - - -
Philip Remnant 1,969 - - - - - -
Gillian Sheldonh 0 - - - - - -
Angela Strank 459 - - - - - _

lil LTIP awards are conditional share awards subject to ongoing performance conditions.
[ii) Additional dividend equivalent shares may be released where provided in the rules.

lii1) Annual bonus shares are deferred shares which arg not subject to further
perfarmance conditions.

livl The share price used to calculate the parcentage of the sharehalding guideline achieved
was £30.78 as a3t 31 March 2022). The guideline figures include unvested annual bonus
shares [47% deducted to cover statutory deductions).

(v} Appointed to the Baard on 1January 2022,
{vi] Resignad frem the Board effactive 8 July 2021
{vi)) Appointed ta the Board on 1 November 2021,

External directorships

Liv Garfield was appointed a member of the Takeover Panel in
November 2017. In respect of her appointment for the year ended
31 March 2022, she was paid fees of £12,000 which she retained.

Full details of the Directors” external appointments can be found
in the Board Directors’ biographies on page 96 and 97.

Name Date of service contract Nature of contract

LivGarfield 10/04/2014
James Bowling 01/04/2019

Rolling

Service contracts for Executive Directors

Copies of the service contracts af the Executive Directors and
the Letters of Appointment of the Non-Executive Directors are
available for inspection at the Company’s registered office during
normal business hours.

ALl Directors will retire at this year's AGM and submit themselves

for appointment or reappointment by shareheolders at the AGM on

7 July 2022. Liv Garfield and James Bowling have service contracts
which provide for a notice period of one year. Non-Executive Directors
do not have service contracts.

Natice period Termination payments

Payments for loss of office comprise a maximum of 12 monihs’

12 menths ‘
salary and benefits only

Philip Remnant
Chair of the Remuneration Committee
24 May 2022
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The Directors’ Report for the year ended 31 March 2022 comprises
pages 149 to 152 of this report; together with the sections of the
Annual Reportincorporaled by reference. The Governance Report
set out on pages 90 to 152 is incorporated by reference into

this repart and, accordingly, should be read as part of this report.
As permitted by legislation, some of the matters required to be
included in the Directars’ Report have instead been included in the
Strategic Report on pages 1 to 89, as the Board considers them to be
of strategic importance.

Specifically, these are:

- the Performance Review ¢n pages 20 to 27, which provides detailed
information relating to the Group, its business model and strategy,
aperation of its businesses, future developments and the results
and finanial pusiliyn for Uthe year ended 31 March 2022;

- future business developments [throughout the Strategic Report);

- details of the Group’s policy on addressing the Principal Risks and
uncertainties facing the Group, which are set out in the Strategic
Report on pages 61 to 66;

- information on the Group's GHG emissions for the year ended
31 March 2022, contained within our TCFD section on pages 35
to 45;

- how we have engaged with our people and stakeholders on
pages 72 to 81;

- business relationships [throughout the Strategic Reportl; and

- the Section 172 Statement on pages 82 to 84.

Principal activity

The principal activity of the Group is to treat and provide water and
remove waste water in the UK. Details of the principal joint venture,
associated and subsidiary undertakings of the Group as at 31 March
2022 are shown in netes 20 and 44 to the Group financial statements.

Disclosures required under Listing Rule 9.8.4R

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Areas of operation

During the course of 2021/22, the Group had activities and operations
in the UK.

Directors and their interests

Biographies of the Directors currently serving on the Board are set
outan pages 96 to 97.

As set out in the Notice of Meeting, all the Directors will retire at this
year's AGM and submit themselves for appointment or reappointment
by shareholders. All Directors seeking reappointment were subject
te a fermal and rigorous performance evaluation, further details of
which can be found on pages 106 to 107.

Details of Directors’ service contracts are set out in the Directors’
Remuneration Report an page 148. The interests of the Directors in
the shares of the Company are also shown an page 148 of that report.
The Board has a documented process in place /n respect of confiicts.

Insurance and indemnities

The Company maintains Directors’ and Officers’ liability insurance in
respect of legal action that might be brought against its Directors and
Officers. As permitted by the Company's Articles of Association [the
‘Articles’], and to the extent permitted by law, the Company indemnifies
each of its Directors and other Gfficers of the Greup against certain
liabilities that may be incurred as a result of their positions with the
Group. The indemnities were in force throughout the tenure of each
Director during the last financial year and are currently in force.

Severn Trent Plc does not have in place any indemnities for the benefit
of the External Auditor.

The information required to be disclosed in accordance with Listing Rule 9.8.4R of the Financial Conduct Authority’s Listing Rules can be

located in the following pages of this Annual Report and Accounts:
Section

1

(%)

(2), [5), (&), (71, [8) - 114)

Information to be included Location

A statement of the amount of interest capitalised Page 182
Details of long-term incentive schemes Page 136

Not applicable Not applicable

The Strategic Report and the Directors’ Report together form the Management Report for the purposes of the Disclosure Guidance and Transparency Rules [OTR] £.1.8R. Informatian
relating to financialinstruments can be feund on pages 208 to 214 and is incarporated by refarence. For information on gur approach tosocial, envirenmental and ethical matters,
please refer to our TCFD Disclosures on pages 35 to 45 and our separatety published Sustainability Repert, which will be made available at severntrent.co.uk.
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Employees

The average number of employees within the Group is shown in note ?
to the Group financial statements.

Severn Trent Plc believes a diverse and inclusive workforceis a

key factar in being a successful business. Through our diversity and
equal opportunities policy, the Company seeks to ensure that every
employee, without exception, is treated equally and fairly and that atl
employees are aware of their responsihilities. This means more than
ensuring that we do not discriminate in any way - we want to create
and maintain an inciusive culture which reflects a diverse population.
Severn Trent believes that no ane should be hurt or made unwell by
what we do. We did not experience any major safety incidents and
there were no fatalities during the year.

We are an equal opportunities employer and welcome applications
from all individuals, including those with a disability. We are fully
committed to supporting applications made by disabled persens and
make reasonable adjustments to their environment where possible
[having regard to their particular aptitudes and abilitiesl. We are
also responsive to the needs of our employees. As such, shoutd

any employee become disabled during their time with us, we wiil
actively re-train that employee and make reasonable adjustments
to their environment where possible, in order to keep themin
employment with us.

All our training, promeotion and career development pracesses are
in place for all our employees to access, regardless of their gender,
ethnicity, age or disability. The provision of occupatienal health
programmesis of crucial importance to Severn Trent with the

aim of keeping our employees fit, healthy and well. We also provide
expert counselling support across a wide range of issues through
our employee assistance programme.

Additional information on our diversity alms and progress can be
found on page 114.

Employee engagement

Due to our commitment to transparent and best practice reporting, we
have included the section on Our People on page 85 of the Strategic
Report as the Board considers these disclosures to be of strategic
importance and they are therefore incorporated into the Directors’
Report by cross reference. Pages 72 to 84 demonstrate how the
Directors have engaged with employees and how they have had
regard to employee interests and the effect of that regard including
the principal decisions taken by the Company during the financial year.

The Company is also keen to encourage greater employee involvement
in the Group's perfarmance through share ownership. To help align
employees’ interests with the success of the Company’s perfarmance,
we operate an HMRC approved all-employee plan, the Severn Trent
Sharesave scheme ['Sharesave’), which is offered to UK employees

on an annual basis.

73% of Severn Trent's erngloyees now participate in Sharesave,
with 26% of participants saving the maximum of £500 per month.
We are delighted that 73% of aur employees are also shareholders
in the Company.

During the year, the Company has remained within its headroom limits
for the issue of new shares for share plans as set out in the rules of
the above plan.
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Business relationships

Pages 72 and 81 demanstirate how the Birectors have had regard

to key stakeholders and how the effect of that regard had influenced
the principal decisions taken by the Company during the financial year,
The Board cansiders its Section 172 Staterment to be of strategic
importance and is therefore incorporated into the Directors’

Report by cross reference.

Research and development

Innovative use of existing and emerging technologies will continue
te he crucial to the successfut development of new producis and
processes for the Group and our products must continue to deliver
value for customers.

Expenditure on research and develapment for the year totalled
£2.5 million.

Internal controls

Further details of our internal cantrol framewaork can be faund
in the Audit and Risk Committee Report on page 118,

Treasury management

Details on our Treasury Policy and management are set out
in the Chief Financial Officer's Review on pages 52 to 58.

Post balance sheet everits

Details of post balance sheet events are set out in note 41to the
Group financial statements.

Dividends

An interim dividend of 40.86 pence per ordinary share was paid an

7 January 2022. The Directors recommend a final dividend of 61.28
pence per ordinary share to be paid on 13 July 2022 to sharehalders
on the register on 6 June 2022. This would bring the total dividend
for 2021/22 t0 102.14 pence per ordinary share [2020/21: 101,58
pencel. The payment of the final dividend is subject to shareholder
approval at the AGM.

Dividend policy

Following publication of the Final Determination by Ofwat, in
2019/20 the Board approved its Dividend Palicy for the period
2020-25. Dividends during the AMP7 period will increase by at
least CPIH. This replaced the previous Dividend Policy of growth
of at teast RP| +4% each year.

The Dividend Policy reflects our strong operational delivery and
financial performance, the Final Determination and our robust
balance sheet and financial resilience. When determining the
Dividend Policy, the Board considered various scenarios and
sensitivities, and reviewed the impact of adverse changes in
inflation and interest rates on key metrics. The Board believes
that the Dividend Policy is commensurate with a sustainable
investment-grade credit rating.
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Capital structure

Details of the Company’s issued share capital and of the movements
during the year are shown in note 30 to the Company financial
statements. The Company has one class of ordinary shares which
carries no right to fixed income. Each share carries the right to one
vote at General Meetings of the Company. The issued norinal value
of the ordinary shares is 100% of the total issuwed nominal value of
all share capital.

There are no specific restrictions on the size of a holding or on the
transfer of shares, which are both governed by the general provisions
of the Articles and prevailing legislatien. The Directors are not aware
of any agreements between holders of the Company's shares that may
result in restrictions on the transfer of securities or on voting rights.

Details of employee share schemes are set aut in note 37 to the Group
financial statements, For shares heid by the Severn Trent Employee
Share Ownership Tryst, the Trustee abstains from voting.

Mo person has any special rights of control over the Company's
share capital and all issued shares are fully paid.

With regard to the appointment and replacement of Directors, the
Company is governed by its Articles, the 2018 Code, the Companies
Act 2006 and related legislation, The Articles may be amended by
Special Resolution of the shareholders. The powers of Directars are
described in the Severn Trent Plc Matters Reserved to the Board
document and the Articles, both of which can be found on our website.

Under the Articles, the Directors have authority to allot ordinary shares,
subject to the aggregate nominal ameunt limit set at the 2021 AGM.

Change of control

There are a number of agreements that take effect after, or terminate
upan, a change of control of the Company, such as commercial contracts,
bank loan agreements, property lease arrangements and employee
share plans. None of these are considered to be significant in terms of
their likely impact on the business of the Group as a whole. There are
no agreements between the Company and its Directors or employees
that provide for compensation for loss of office or employment
because of a takeover bid.

Substantial shareholdings

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Authority to purchase shares

. .The Company was given authority at its AGM in 2021 to make

market purchases of ordinary shares up te a maximum number
of 23,937,475 ordinary shares. During the year, nc ordinary
shares have been repurchased.

Authority will again be sought fram shareholders at this year's AGM

to purchase up to a maximum of 25,112,416 ordinary shares. The
Directors believe that itis desirable to have the general autharity te
buy back the Company's erdinary shares in order to provide maximum
flexibility in the management of the Group's capital resources. However,
the authority would only be used if the Board was satisfied at the time
that to do so would be in the best interesis of shareholders.

Contributions for political
and charitable purposes

Donations to charitable organisations during the year amounted

to £5,594,954 [2021: £6,916,014). Donations are principally given to
charities whose projects align closely with our aim to premote the
responsible use of water resources and waste water services which
provide the opportunity for longer-term partnerships. In addition,
we provide donations to empleyee nominated charities through a
matched funding scheme and health and safety reward schemes.
We are also committed to supporting WaterAid, the UK's enly major
charity dedicated to improving access to safe water, hygiene and
sanitation in the werld's poorest countries. You can read more about
the work of aur Community Fund in our dedicated Cemmunity Fund
Report, which can be found on our website.

Severn Trent's policy is not to make any donations for political
purposes in the UK, or to donate te EU pelitical parties or incur
EU politicat expenditure. Accordingly, neither Severn Trent Plc
nar its subsidiaries made any political donations er incurred
political expenditure in the financial year under review.

As at 31 March 2022, the Company had been notified in accordance with Chapter 5 of the Disclosure Guidance and Transparency Rules of

the following majar shareholdings:
Name of holder

BlackRock

Lazard Asset Management

Qatar Investment Authority

Vanguard Group

Legal & General investment Management
SSGA

Pictet Asset Management

Number of ordinary shares

Voting rights held (%)

26,746,209 9.69
14,757,964 5.52
11,599,565 4.63
10,815,212 420
10,232,550 4.09

9,096,112 3.63

8,515,628 3.32

As at 24 May 2022, the Company had been notified of the follewing holdings of voting rights in the ordinary share capital of the Campany:
BlackRock 25,711,555 shares (10.27%])", Lazard Asset Management 15,080,729 shares [6.43%), Qatar Investment Authority 11,599,565
shares [4.63%], Vanguard Group 10,985,985 shares (4.39%), Legal & General Investment Management 10,245,055 shares [4.09%]', SSGA
8,758,009 shares [3.50%], Pictet Asset Management 8,977,682 shares [3.59%}.

The percentage of voting rights detailed above was calculated at the time of the relevant disclosures were made in accordance with Rule 5

of the Disclosure Guidance and Transparency Rules.
1 Asal 27 April 2022,
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Supplier payment policy

individuat operating companies within the Group are responsible for
establishing appropriate policies with regard to the payment of their
suppliers, in accordance with the Prompt Payment Code 'PPC’] and,
as such, prempt payment policies are reviewed on a regular basis.

The companies agree terms and conditions under which business
transactions with suppliers are conducted. It is Group policy that
provided a supplier is complying with the relevant terms and
conditions, including the prompt and complete submission of all
specified documentation, payment will be made in accordance with
agreed terms. It is also Graup palicy to ensure that suppliers knaw
the terms on which payment will take place when business is agreed.

Throughout the year, as part of our response to the COVID-19 pandemic,
we have continued to support small and medium enterprises in our
region by accelerating payments to our supply chain, You can read
mare about how we have worked with our suppliers and contractors
on page 79,

Fer the payment practices reporting period ended 31 March 2022,
the average time to pay for Severn Trent Water Limited was 28 days.

Relevant audit information

The Directors confirm that:

- sofaras each of themis aware, there is no relevant audit
information of which the Company's Auditor is unaware; and

- each of them has taken all the steps that they ought to have
taken as a Director to make themselves aware of any relevant
audit information and to establish that the Company’s Auditor
is aware of that infermation.

This confirmation is given and should be interpreted in accordance
with the provisions of section 418 of the Cempanies Act 2006.

External Auditor

Having carried out a review of its effectiveness during the year, details
of which can be found in the Audit and Risk Committee Report on
pages 118 and 119, the Audit and Risk Committee has recommended to
the Board the reappeintment of Deloitte LLP. The reappointment and a
resolution to that effect will be on the agenda at the 2022 AGM,
Deloitte LLP indicated its willingness to continue as Auditor. The Audit
and Risk Committee will also be responsible for determining the audit
fee on behalf of the Board.
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Carbon footprint

We have committed to achieving net-zero operational carban
emissions by 2030, building on our long track record of making
year-on-year reductions in our emissions. We also committed to
generating or procuring 100% renewable energy and moving our
fleet to 100% electric vehicles by 2030, where available.

The Beard considers envirenmental matters to be of strategic impertance
and therefore relevant information contained in our TCFD Disclosure
on pages 35 to 45 of the Strategic Reportis incorporated into the
Directors’ Repart by cross reference. The TCFD Disclosure includes
our annual report an GHG emissions along with details of our energy
consurmnption across the Group and how we manage energy use.

Accounts of Severn Trent Water Limited
and Hafren Dyfrdwy Cyfyngedig
Separate Annual Reports for each of Severn Trent Water Limited and

Hafren Dyfrdwy Cyfyngedig will be made available on their respective
wehsites in due course.

Additionatly, Annual Performance Reports for each of Severn Trent
Water Limited and Hafren Dyfrdwy Cyfyngedig are prepared and
provided to Ofwat. Copies will be made available on their respective
websites in due course.

Annual General Meeting

A copy of the Notice of Meeting for the 2022 AGM can be found on the
Severn Trent Plc website.

By order of the Board

Bronagh Kennedy

Group General Counsel and Company Secretary
24 May 2022
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DIRECTORS" RESPONSIBILITY STATEMENT

The Oirectors are respansible for preparing the Annual Report

and the financial statements in accordance with applicable taw and
regulations. Company law requires the Directors to prepare financial
statements for each financial year. Under that law the Directors are
required to prepare the Group financial statements in accordance
with United Kingdom adopted International Financial Reporting
Standards [IFRSs’), and have elected to prepare the Company
financial statements in accordance with United Kingdom Generally
Accepted Practice [United Kingdom Accounting Standards and
applicable law] including FRS 101 Reduced Disclosure Framework.

Under company law the Directors must not approve the Annual Report
and financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the Company and of the profit or
toss of the Company for the year.

In preparing the parent company 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 itis inappropriate to presume that the Company will
cantinue in business,

In preparing the Group financial statements, International
Accounting Standard 1 requires that Directors:

- properly select and apply accounting policies;

- presentinformation, including accounting policies, ina
manner that provides relevant, reliable, comparable and
understandable information;

- provide additienat disclosures when compliance with the specific
requirements in IFRSs are insufficient to enable users to
understand the impact of particular transactions, other events
and conditions on the entity's financial position and financiat
performance; and

- make an assessment of the Company’s ability ta continue as
a gaing concern.

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
transactions and disctose with reasonabte accuracy at any time the
financial position of the Company and enable them to ensure that the
financial statements comply with the Companies Act 2004. They are
also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detecticn
of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of
the corporate and financial information included on the Company's
website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ fram legislation
in other jurisdictions.

Each ul \be Directars confirm that to the best of their knowledge:

- thefinancial statements, prepared in accordance with the relevant
financiat reporting framework, give a true and fair view of the
assets, liabilities, financial position and profit or loss of the
Company and the undertakings included in the consolidation taken
as a whole;

- the Strategic Repart includes a fair review of the development and
performance of the business and the position of the Company and
the undertakings included in the consolidation taken as a whole,
together with 8 description of the Principal Risks and uncertainties
that they face; and

- the Annual Report and financial statements, taken as a whole,
are fair, balanced and understandable and provide the information
necessary for shareholders to assess the Company’s position and
performance, business model and strategy.

This responsibility statement was approved by the Board of Directors
on 24 May 2022 and is signed on its behalf by order of the Board:

@ SN U =

Liv Garfield
Chief Executive
24 May 2022

James Bowling
Chief Financial Officer
24 May 2022
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INDEPENDENT AUDITOR™S REPORT TO THE MEMBERS OF SEVERN TRENT PLC

INDEPENDENT AUDITOR’S REPORT TO
THE MEMBERS OF SEVERN TRENT PLC

Report on the audit of the financial statements
1. Opinion

In our opinion;

- the financial statements of Severn Trent Plc [the ‘parent company’) and its subsidiaries [the ‘group’} give a true and fair view of
the state of the group’s and of the parent company’s affairs as at 31 March 2022 and of the group’s Loss for the year then ended;

- the group financial statements have been properly prepared in accordance with United Kingdom adopted international accounting
standards;

- the parent company financial statements have been properly prepared in accerdance with United Kingdom Generally Accepted
Accounting Practice, including Financial Reporting Standard 191 "Reduced Disclosure Framework™; and

— the financial statements have been preparead in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

- the consolidated incame statement;

- the consolidated and parent company statements of comprehensive income;

- the consolidated and parent company balance sheets;

- the consolidated and parent company statements of changes in equity;

- the consolidated cash flow statement; and

- therelated notes 1to 44 1o the consolidated financial statements and the related notes 1 to 15 to the parent company financial statements.

The financial reporting framework that has been applied in the preparation of the group financial statements is applicable law and United
Kingdom adapted international accaunting standards. The financial reporting framewark that has been apptlied in the preparation of the
parent company financiat statements is applicable law and United Kingdom Accounting Standards, including FRS 101 "Reduced Disclosure
Framework” [United Kingdom Generally Accepted Accounting Practicel.

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) [ISAs (UK)j and applicable iaw. Our responsibilities under
those standards are further described in the auditor’s responsibilities for the audit of the financial statements section of our report.

We are independent of the group and the parent campany in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s [the 'FRC's'] Ethical Standard as applied to listed publicinterest
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements. The non-audit services provided to
the group and parent company for the year are disclosed in note 7 to the financiat statements. We confirm that we have not provided any
non-audit services prohibited by the FRC’s Ethical Standard to the group or the parent company.

We believe that the audit evidence we have obtained is sufficient and approgriate to provide a basis far our apinian.

3. Summary of our audit approach

Key audit matters The key audit matters that we identified in the current year were;

- Valuation of the provision for household trade receivables in Severn Trent Water Limited; and
- classification of capital programme expenditure in Severn Trent Water Limnited.

Within this report, key audit matters are identified as foilows:

@ Similar level of risk

Materiality The materiality that we used for the group financial statements was £13.9 million which was determined on
the basis of profit before tax adjusted for gains/[losses) on financial instruments and exceptional items.

Scoping Our scoping has resuited in over 95% of the group’'s net operating assets and 91% of profit before tax adjusted
for gains/(losses] on financial instruments and exceptional items being subject to audit testing.

Significant changes As at 31 March 2021 we identified the valuation of accrued income for measured customers in Severn Trent

inour approach Water Limited as a key audit matter as COVID-19 significantly impacted the water consumption by custemers.
The increased consumption by households and lower cansumption by non-household customers increased the
level of unpredictability of water consumption, and therefore the potential level of volatility for acerued income.

Consumption patterns have stabilised since the second half of the previsus financial year which has reduced the
level of estimation uncertainty for accrued income in the current financial year. As a result, the valuation of accrued
income for measured customers in Severn Trent Water Limited has been removed as a key audit matter as at

31 March 2022. o

4. Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is appropriate.
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Our evaluation of the directors’ assessment of the group's and parent company’s ability to continue to adopt the going concern basis of
accounting included:

- reviewing the graup’s borrowing arrangements, in particular the £1.0 billion revolving credit facility, including the sufficiency of headroom
available in the farecasts [cash and covenants);

- assessing the assumptions used in the cash flow forecasts for consistency with Board appreved budgets and future plans for AMP7 and
performing a sensitivity analysis relating to these assumptions;

-~ assessing the impact of risks and uncertainties on the business model and medium-term risks; and

- reviewing the appropriateness of the disclosures provided in the financial statements.

Based an the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or
collectively, may cast significant doubt on the group's and parent company’s ability to continue as a going cancern for a period of at least twelve
months from when the financial statements are authorised far issue.

In relation to the reporting on how the group has applied the UK Corporate Governance Cede, we have nothing material to add or draw attention
toin relation ta the directors’ statementin the financial statements about whether the directars considered it appropriate tn ardapt the geoing
concern basis of accounting,

Our responsibilities and the responsibilities of the directors with respect to gaing cancern are described in the relevant sections of this repart,

5. Key audit matters

Key audit matters are those rnatters that, in our professional judgement, were of most significance in our audit of the financial statements of
the current period and include the most significant assessed risks of material misstatement [whether or not due to fraud] that we identified.
These matters included those which had the greatest effect on: the overall audit strategy, the allocation of rescurces in the audit; and directing
the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinian thereon, and we do
not pravide a separate opinion on these matters.

5.1. Valuation of the provision of household trade receivables in Severn Trent Water Limited &

Key audit matter A portion of household customers do not, or cannot. pay their bills which results in the need for provisions to be
description made for non-payment of the related receivables. Management make estimates regarding the expected future loss
rate for current receivables when calculating the appropriate level of bad debt provision.

The bad debt provision recorded as at 31 March 2022 was £128.2 million (31 March 2021: £130.8 million], which
incorporates management’s estimate of the future impact of external econemic factors on customers’ ability to
pay their outstanding bills to Severn Trent Water Limited.

Provisions are made against Severn Trent Water Limited's trade receivables balance based on historical cash
collection rates of debt invoiced seven to nine years ago, which is considered by management to be representative
aof coltection risk on the whole population of househeld debtors. A further amount has been recorded to refiect
anticipated changes to cash collection as a result of forecast reductions in real disposable household income.
The adjustment is based on the historical correlation between rezl disposable household income and the bad
debt charge and is impacted by the level of decline and length of the impact on the UK economy.

The key audit matter has been focused on the valuation of the household bad debt provision, and specifically whether
the experience of debt invoiced seven to nine years ago provides an appropriate expectation of lifetime expected
credit losses under IFRS 9 Financial instruments, and whether the assumptions used in determining the impact

of forecast decreases in real disposable household income on the expected credit loss are appropriate, Due to the
high degree of estimation uncertainty associated with the recoverability of household trade receivables, we have
determined that there was a potential for fraud threugh possible manipulatien of this balance.

The Audit Committee also considered this as a significant issue as discussed in the Audit Commitiee Report on
page 120. The bad debt provision is discussed in note 2p and note 22 to the financial statements. Management have
included this as a key source of estimation uncertainty in note 4b to the financial statements.

How the scope of our  Our procedures to address the key audit matter included the following:
audit responded to

the key audit matter obtaining an understanding of relevant controts over the calculation of the bad debt provision, including over

the supporting data and assumptions;
- testing the completeness and accuracy of the data included within the bad debt provision calculation;
- testing the allocation of cash received in the current year to debt aged between seven and nine years;
- use of data analytics to reconcile the debtor ageing for each debt category used in the bad debt provision
modet te source data from the billing system;
- evaluating the reasenableness of economic data [hoth forecast and historicall used within the catculation,
and performing a sensitivity analysis; and
- evaluating management’s assumptions used in the calculation of the bad debt provision and challenging whether
this represents lifetime expected credit loss, including review of cash collection data and historical trends.

Key observations We are satisfied that the assumptions applied in assessing the valuation of trade receivables, including the impact
of external economic factors, are reasonable and that Severn Trent Water Limited's bad debt provision has been
appropriately calculated using relevant data, in accordance with IFRS &,
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5.2. Classification of capital programme expenditure in Severn Trent Water Limited &

Key audit matter Severn Trent Water Limited has a substantial capital programme which has been agreed with the regulator ("Ofwat”]
description and therefore incurs significant expenditure in relation to the development and maintenance of both infrastructure
and non-infrastructure assets.

As the determination of whether expenditure is capitalised or expensed in the peried directly affects the group’s
reported financial performance, we identified a key audit matter relating to the overstatement of capital expenditure,
whether caused by changes to the group’s capitalisation policy implementation guidance or by incorrect application of
this guidance. Due to the tevel of judgement involved, we have determined that there was a potential for fraud through
possible manipulation of this balance.

During the year, Severn Trent Water Limited has invested £565.0 million [2021: £540.7 million) in capital expenditure
projects out of the total group additions of £714.3 millien [2021: £65%.4 million) disclosed in note 18. Severn Trent
Water Limited spent a further £194.1 mitlion [2021: £147.3 miltion] on infrastructure maintenance expenditure out

of the total group expenditure of £198.2 millien [2021: £151.0 million) disclosed in note 7.

The Audit Committee also cansidered this a significant issue as discussed in the Audit Cammittee Repart an page 121.
Management has included this as a critical accounting judgement in note 4a] to the financial statements.

How the scope of our  Our procedures to address the key audit matter included the following:
audit responded to

the key audit matter assessing management's capitalisation and implementation guidance to understand any changes in the current

year and to determine compliance with the relevant accounting standards;

- obtaining an understanding ef, and testing, relevant controls over the application of the policy regarding
expenditure incurred on projects within the capital pregramme during the year; and

- forasample of projects, assessing whether the capitalisation policy has been applied to the costs incurred by
reviewing the business cases, making direct enquiries of project managers and inspecting invoices.

Key observations Management's capitalisation policy and implementation guidance is consistent with the prier financial year. We are
satisfied that management has appropriately applied their capitalisation policy and implementation guidance in
determining the expenditure to be capitalised.

6. Our application of materiality

6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of
a reasonably knowledgeable person would be changed or influenced. We use materiality bath in ptanning the scope of our audit work and
in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

GROUP FINANCIAL STATEMENTS PARENT COMPANY FINANCIAL STATEMENTS
Materiality £13.9 million {2021: €13.5 million] €13.2 million {2021: £12.8 mitlion!

Basis for determining materiality We determined materiality on the basis of profitbefore  3.0% of net assets {2021: 3.0% of net
tax adjusted for gains/llosses) on financial instruments  assets) capped at 95% [2021: 95%) of group
and exceptional items. We have also considered arange  materiality.
of additionat metrics including cash generated from
operations, revenue and shareholders’ equity.
Materiality of £13.9m represents 6% of prefit before tax,
gains/ilosses] on financial instruments and exceptional
iterns, 1.6% of cash generated from operatiens and 1.1%
of shareholders’ equity.

Rationate for the Profit before tax adjusted for gains/(losses] an The parent campany does nat trade or exist
benchmark applied financial instruments and exceptional items has been for profit generating purposes so materiality
used in order to focus on the group's underlying trading  has been determined using net assets.
perfarmance consistent with the group’s internal and
external reparting.
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6.2. Performance materiality

We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate, uncorrected and undetected
misstatements exceed the materiality for the financial statements as a whole.

GROUP FINANCIAL STATEMENTS PARENT COMPANY FINANCIAL STATEMENTS
Performance materiality 70% (2021 70%)] of group materiality 70% [2021: 70%]) of parent company materiality
Basis and rationale for In determining performance materiality, we considered the following factors:
?ne;te::ai;;:;g performance - our assessment of the control environment, including continuity of the business year on year; and

- lowvalue of uncorrected misstatements identified in previous financial years.

6.3. Errorreporting threshold

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £696,000 {2021: £675,000], as
well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Audit Committee
on disclosure matters that we identified when assessing the overall presentation of the financial statements.

7. Anoverview of the scope of our audit

7.1. Identification and scoping of components

Our group audit was scoped by obtaining an understanding of the group and its environment, including group-wide controls, and assessing
the risks of material misstatement at a group level.

The Regulated Water and Waste Water segment is primarily comprised of Severn Trent Water Limited which was subject to a full scope audit
using materiality of £12.9 miltion [2021; £12.5 million]. We have audited a further nine components using statutery materiality which range fram
£0.1 million to £13.2 million (2021: seven components using statutory materiality which range from £0.1 million te £12.8 million). Audit work te
respond to the risks of material misstatement was performed directly by the group audit engagement team.

This represents aver 95% of the group’s net operating assets (2021: over 95%] and over 91% of profit before tax adjusted for gains/[losses) on
financial instruments and exceptional items 12021; aver 97%].
At the group level we also tested the consolidation process and carried out analytical procedures to confirm our conclusion that there were

no significant risks of material misstatement of the aggregated financial information of the remaining components not subject to full scope
audit procedures.

7.2. Our consideration of the control environment
The graup uses SAP, a financial accounting software platform, in all of the ten components where we have performed a full scope audit.
With the invalvement of our Information Technology specialists, we obtained an understanding of, and relied on, relevant General Information

Technolegy Controls within the group’s financial accounting software platform, including access controls, change management controls and
caontrols around segregation of duties.

We also relied on the relevant contrats in respect of household and non-household revenue and classification of capital programme
expenditure, which are supported by the group’s financial accounting software platform. We tested the relevant contrels on a sampie
basis by either observing or reperforming each step of the control and obtaining the relevant supporting evidence,
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7.3. Our consideration of climate-related risks

The Group has assessed the risk and opportunities relevant to climate change and has included this risk as a principal risk as sel out on page
45, consistent with previous years. This risk has alsec been considered and embedded into the businesses as explained in the Strategic Repaort.

As a part of our audit procedures, we have obtained management’s climate-related risk assessment and held discussions with management
to understand the process of identifying ctimate-retated risks, the determination of mitigating actions and the impact on the Group's financial
statements, While management has acknowledged that the transition and physical risks pesed by climate change have the potential to impact
the medium to long term success of the business, they have assessed that there is na quantitatively material impact arising from climate
change on the judgements and estimates made in the financial statements for the year ended 31 March 2022 as explained in note 4a ivl.

We reviewed management's climate change risk assessment and evaluated the completeness of identified risks and the impact on the financial
statements. We also considered the impact of climate change in our own audit risk assessment procedures and did not identify any additianatl
risks of material misstatement.

Our audit procedures also included:

- with involvement of our Environmental, Social and Governance specialists, reading disclosures included in the Strategic Report and
considered whether they are materially consistent with the financial statements and our knowledge obtained in the audit; and
- evaluating financial statement disclosures to assess whether climate risk assumptions were appropriately disclosed.

8. Other information

The other information comprises the information included in the annual report other than the financial staterments and our auditar’s report
thereon. The directars are responsible for the ather infermation contained within the annual report.

Our opinion an the financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our repert,
we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the course of the audit, or otherwise appears to be materially misstated.

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether this givesrise toa
material misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there is a materiat
misstatement of this ather information, we are required to report that fact.

ve nothing to reportint

9. Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are respansible for the preparation of the financiat
statements and for being satisfied that they give a true and fair view, and for such internal control as the directors determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent campany’s ability to continue as a
going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the directors
either intend to liguidate the group or the parent company or to cease operations, or have no realistic alternative but to do so.

10. Auditor’'s responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from materiat misstatement,
whether due to fraud or error, and o issue an auditor’s report that includes our apinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs [UK] will always detect a material misstalement when it exists.
Misstatements can arise fram fraud or error and are censidered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.fre.arg.uk/auditorsresponsibilities. This description forms part of our auditor’'s report.
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11. Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibitities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which
our procedures are capable of detecting irregularities, inctuding fraud is detailed below.

11.1. Identifying and assessing potential risks related to irregularities

In identifying and assessing risks of materia! misstatement in respect of irregularities, including fraud and non-compliance with laws and
regulations, we considered the following:

- the nature of the industry and sector, control environment and business performance including the design of the greup’'s remuneration
policies, key drivers for directors’ remuneration, bonus levels and performance targets;

- results of our enguiries of management, internal audit and the Audit Committee about their own identification and assessment of the
risks of irregularities;

- any matters we identified having obtained and reviewed the group’s documentation of their policies and procedures relating to:
- idenlilying, evaluating and complying with laws and regulalions and whether they were aware of any instances of non-compliance;
- detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged fraud:
- the internal controls estahlished to mitigate risks of fraud or nan-compliance with laws and regulations;

- the matters discussed among the audit engagement tearn and relevant internal specialists, including tax, pensions and IT regarding
how and where fraud might occur in the financial statements and any potential indicators of fraud.

As a result of these precedures, we considered the opportunities and incentives that may exist within the organisation far fraud and identified
the greatest potential for fraud in the following areas:

- valuation of the provision of trade receivables in Severn Trent Water Limited; and
- classification of capital programme expenditure in Severn Trent Water Limited.

In comman with all audits under 154s {UK], we are also required to perform specific procedures ta respond to the risk of management override.

We also obtained an understanding of the legal and regulatory framewerk that the group eperates in, fecusing on provisions of those laws and
regulations that had a direct effect on the determination of material amounts and disclosures in the financial statements. The key laws and
regulations we considered in this context included the UK Companies Act, Listing Rules, pensions legislation and tax legislation.

In addition, we censidered provisions of other laws and regulations that do not have a direct effect on the financial statements but campliance
with which may be fundamental to the group’s ability to eperate or to aveid a material penalty. These included the licence conditions imposed
by The Water Services Regulation Authority [Ofwat].

11.2. Audit response to risks identified

We identified the valuation of the provision of trade receivables in Severn Trent Water Limited and the classification of capital programme
expenditure n Severn Trent Water Limited as key audit matters related to the potential risk of fraud. The key audit matters section of our
report explains the matters in more detail and also describes the specific procedures we performed in response to those key audit matters.

In addition to the above, our grocedures to respond to risks identified included the following:

- reviewing the financial statement disclesures and testing to supporting documentatien to assess compliance with provisions of relevant
laws and regulations described as having a direct effect on the financial statements;

- enquiring of management, the Audit Committee and in-house legal counsel concerning actual and potential litigation and claims;

- performing analytical pracedures to identify any unusual or unexpected relationships that may indicate risks of material misstaterent
due to fraud;

- reading minutes of meetings of those charged with governance, the Audit Committee, reviewing internal audit reports and reviewing
correspondence with HMRC, Ofwat and ather regulatory authorities; and

- in addressing the risk of fraud through management override of contrals, testing the appropriateness of journal entries and other
adjustments; assessing whether the judgements made in making accounting estimates are indicative of a potential bias; and evaluating
the business rationale of any significant transactions that are unusual or outside the normal course of business.

We also communicated relevant identified laws and regutations and potential fraud risks to all engagement team members including internat
specialists, and remained alert to any indications of fraud or non-compliance with laws and regulations throughout the audit.
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Report on other legal and regulatory requirements

12. Opinions on other matters prescribed by the Companies Act 2006

in our opinion the part of the directors’ remuneration report to be audited has been properly prepared in accordance with the
Companies Act 2006.

In our opinion, based on the work undertaken in the course of the audit:

- the infermation given in the strategic report and the directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
- the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the group and the parent company and their environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report.

13. Corporate Governance Statement

The Listing Rules require us to review the directors’ statement in relation to going concern, langer-term viability and that part of the Corporate
Governance Statement relating to the group's campliance with the provisions of the UK Corporate Governance Code specified for our review.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corperate Governance
Statement is materially consistent with the financial statements and our knowledge cbtained during the audit:

- the directors’ statement with regards to the appropriateness of adopting the going concern basis of accounting and any material
uncertainties identified set cut on page 71;

- the directors’ explanation as to its assessment of the group’s prospects, the period this assessment covers and why the period is
appropriate set out on page 68;

— thedirectors’ statement on fair, balanced and understandable set out on page 15%

- the board's confirmation that it has carried out a robust assessment of the emerging and principal risks set out on pages 61 to 64;

~ the section of the annual report that describes the review of effectiveness of risk management and internal cantrol systems set cut on
page 118; and

- the section describing the work of the Audit Committee set out on pages 115to 121,

14. Matters on which we are required to report by exception

14.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in our apinion:

we have not received all the information and explanations we require for our audit; er

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

the parent vornpany financial statements are not in agreement with the accounting records and returns.

We have nothing to reportin respect of these matters.

14.2.Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in aur apinion certain disclosures of directors’ remuneration have not been
made or the part of the directars’ remuneration report to be audited is not in agreement with the accounting records and returns.

We have nothing to reportin respect of these matters.
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15. Other matters which we are required to address

15.1. Auditor tenure

Following the recommendation of the audit committee, we were appointed by the Company’s members atits Annual General Meeting on 26 July
2005 to audit the financial statements for the year ending 31 March 2006 and subsequent financial periods. The period of total uninterrupted
engagement including previous renewals and reappointments of the firm is 17 years, covering the years ending 31 March 2006 to 31 March 2022,

15.2.Consistency of the audit report with the additionat report to the audit committee
Our audit opinion is consistent with the additional report to the audit committee we are required to provide Tn accordance with iSAs (UK.

16. Use of our report

This repert is made selely to the company's members, as a body, in accardance 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 da not accept or assuine respensibility to anyone other than the
company and the company's members as a body, for cur audit work, for this report, or for the opinions we have formed.

As required by the Financial Conduct Authority [FCAJ Disclosure Guidance and Transparency Rule {DTR] 4.1.14R, these financial statements
form part of the Eyropean Single Electronic Format [ESEF] prepared Annual Financial Report filed on the National Storage Mechanism of the
UK FCA in accordance with the ESEF Regulatory Technical Standard [[ESEF RTS']. This auditor’s report provides no assurance over whether
the annual financial report has been prepared using the single electronic fermat specified in the ESEF RTS.

Jacqueline Holden FCA [Senior statutory auditor]
For and on behalf of Deloitte LLP

Statutory Auditor

Londen, United Kingdom

24 May 2022
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GROUP FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 MARCH 2022

2022 2021
Adjusting Adjusting
Adjusted items Total Adjusted itermns Total
Note £m £m £m Em £m £m
Turnover 5,6 1,943.3 - 1,943.3 1,827.2 - 1827.7
Other income 53 - 53 - - -
Operating costs befare charge for bad
and doubtful debts 7 (1,6415.7 (2.} (1,617.8) [1,314.4] 2.1} (1,314.5]
Charge for bad and doubtiut debts 7 (24.6) - (24.5] (40.0 - (40.0)
Total operating costs (1,440.3) 2.1 (1,442.4) (1,354.4} (2.14 (1,356.5]
Profit before interest and tax 508.3 (2.1 506.2 472.8 (2.11 470.7
Finance income i0 54.7 - 54.7 59.8 - 5%.8
Finance costs 1 {324.11 - {324.11 {246.9) - 1246.9
Net finance costs 1269.4) [269.4) [187.1) - [187.1)
Reduction in expected credit loss on
loan receivabie 0.2 - 0.2 3.6 - 3.6
Net gains/(losses} an financial instruments 12 393 - 39.3 [6.2) - (6.2
Share of net loss of joint venture accounted
far using the equity method 20 (2.2 - {2.2) 8.9 [£.9) [13.8)
Profit on ordinary activities before taxation 276.2 [2.9) 2741 274.2 [7.00 267.2
Current tax 13 48 - 58 {26.8] - (26.8)
Deferred tax 13 {71.7 (294.4) [386.1) 282 - (28.2)
Taxation on profit on ordinary activities 13 166.9) (294.4) [361.3) (55.0) - [55.0]
(Loss)/profit for the year 20%9.3 (296.5] (87.2) 219.2 [7.00 212.2
Earnings per share (pence)
Note 2022 207
Basic 15 (35.2) 89.1
Diluted 15 (35.2] 88.6
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2022

OTHER INFGRMATION

2022 2021
Note £tm Em
(Lossl/profit for the year (87.2) 2122
Other comprehensive income/{loss)
ttems that will not be reclassified to the income statement:
Net actuarial gains/(losses) 28 188.5 (162.0)
Deferred tax on net actuarial gains/losses 13 (47.1] 308
Deferred tax arising on rate change 13 8.4 -
149.8 {131.2)
Items that may be reclassified to the income statement:
Gains on cash flow hedges LT 33.5
Deferred tax on gains on cash flow hedges 13 (13.0 (6.3)
Amounts on cash flow hedges transferred to the income staterment 12 5.8 8.2
Deferred tax on transfer to the income statement 13 1.7) {1.6]
48.7 338
Other comprehensive income/{loss) for the year 196.5 [97.4)
Total comprehensive income for the year 109.3 114.8
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GROUP FINANCIAL STATEMENTS CONTINUED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2022

Equity attributable to owners of the company

Share Share Other Refained
capital premium reserves earnings Total

Notes £m £m £m £m £m
At 1 April 2020 236.5 137.0 67.9 802.3 1,243.7
Profit for the year - - - 212.2 212.2
Gains on cash flow hedges - - 335 - 335
Deferred tax on gains on cash flow hedges 13 - - 16.3) - 16.3]
Amounts on cash flow hedges transferred to the
income statement 12 - - 8.2 - 8.2
Deferred tax on transfer to the income statement 13 ~ - (1.6) - (1.6)
Net actuarial tosses 28 - - - [162.0) {(162.0
Deferred tax on net actuarial tosses 13 - - - 30.8 308
Total comprehensive income for the year - - 33.8 810 114.8
Share gptians and LTiPs
- proceeds from shares issued 303 0.7 1.1 - - 1.8
- value of employees’ services 37 - - - 7.8 7.8
Current tax on share based payments 13 - - - 0.4 0.4
Deferred tax on share based payments 13 - - - 0.4 0.4
Dividends paid 14 - - - 1240.2) 1240.2)
At 31 March 2021 237.2 1481 101.7 651.7 1.138.7
Loss for the year - - - {87.2) (87.2]
Gains on cash flow hedges - - 54.6 - 54.6
Deferred tax on gains on cash flow hedges 13 - - 1301 - {130l
Amounts on cash flow hedges transferred to the
income statement 12 - - 6.8 - 4.8
Deferred tax on transfer te the income statement 13 - - 7] - (1.7
Net actuarial gains 28 - - - 188.5 188.5
Deferred tax on net actuarial gains 13 - - - [47.1) (47.1)
Deferred tax arising from rate change 13 - - - 8.4 8.4
Total comprehensive income for the year - - 48.7 62.6 109.3
Proceeds from equity placing 30,31 102 2351 - - 2453
Share options and LTIPs
- proceeds from shares issued 30,31 07 1.2 - - 1.9
- value of employeas’ services 37 - ~ - 83 8.3
Deferred tax on share based payments 13 - - - 4.9 49
Dividends paid 14 - ~ - (254.9] [254.5)
At 31 March 2022 2481 394.4 148.4 473.0 1,263.9
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CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH 2022

QTHER INFORMATICN

PP 2021
Note £m £m
Non-current assets
Goodwill 16 91.4 91.4
Other intangible assets 17 179.6 164.0
Property, plant and equipment 18 10,208.4 9875.2
Right-of-use assets 19 129.9 130.8
Investment in joint venture 20 165 -
Derivative financial instruments 21 3.2 371
Trade and other receivables 22 921 101.5
Retirement benetit surplus 20 178 17.1
10,7656.6 10,4171
Current assets
Inventary 32.0 308
Trade and other receivables 22 606.4 515.2
Current tax receivable 6.2 -
Derivative financial instruments 21 276 38
Cash and cash equivalents 23 115.4 56.2
787.6 606.0
Current liabilities
Borrowings 24 (365.2) (503.1)
Trade and other payables 26 {655.5) (557.1}
Current tax payable - 0.2}
Pravisions for liabilities 29 {38.4) (18.0)
[1,059.1) {(1,078.4)
Net current liabilities [271.5] (472.4)
Total assets less current Liabilities 10,495.1 9.944.7
Non-current liabilities
Borrowings 24 16,365.9) [6,112.8)
Derivative financial instruments 25 (43.3) {126.9]
Trade and other payables 25 (1,334.0) (1,250.3)
Deferred tax 27 [1,320.5) [906.0)
Retirement benefit obligations 28 (145.5} (384.8)
Provisions for liabilities 29 (21.9} (25.2)
(9,231.2) 18.806.0)
Netassets 1,263.9 1,1387
Equity
Called up share capital 30 2481 237.2
Share premium account 3 3944 148.1
Other reserves 32 148.4 101.7
Retained earnings 473.0 651.7
Total equity 1,263.9 1,138.7
Signed on behalf of the Board who approved the accounts on 24 May 2022,
Christine Hodgson James Bowling
Chair Chief Financial Officer
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GROUP FINANCIAL STATEMENTS CONTINUED

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2022

2022 201
Note £m £€m
Cash generated from operations s 8917 901.7
Tax paid 33 (1.21 (232
Net cash generated from operating activities 8905 878.5
Cash ftows from investing activities
Purchases of property. plant and equipment {610.3) 613.7}
Purchases of intangible assets (36.3) [22.2]
'Payments ta acquire right-of-use assets - {0.7]
-Proceeds on disposal of property, plant and equipment 25 2.0
-Proceeds on disposal of subsidiary net of cash disposed - 0.7
Net loans advanced te joint venture (13.0) (1.0)
interest recetved 19 3.7
Net cash outflow from investing activities {648.2) {631.2]
Cash flow from financing activities
Interest paid (182.9) (185.6)
Interest element of lease payments [4.0) (4.3]
Dividends paid to shareholders of the parent {254.5) [240.2)
hepayments of borrawings (488.9) {242.9)
i’rincipal elements of lease payments (12.1) (5.6)
New loans raised 501.0 4151
|ssues of shares 2572 11.8
Payments for swap terminations - (1.1
Proceeds from swap terminations 5.6 0.9
Net cash outflow from financing activities (178.6) {251.9]
Net movernent in cash and cash equivalents 63.7 (4.6
}Jet cash and cash equivalents at the beginning of the year 440 48.6
;let cash and cash equivalents at the end of the year 107.7 44.0
Cash at bank and in hand 40.4 562
Bank averdrafts (7.1 (12.2}
Short term deposits 75.0 -
107.7 440
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GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS QTHER INFORMATION

NOTES TO THE GROUP FINANCIAL STATEMENTS

1 General information
The Severn Trenl Group has a number of operations. These are described
in the segmental analysis in note 5. '

Severn Trent Plc is a company incorporated and domiciled in the United
Kingdoem. The address of its registered office is shown on the back of
the cover of the Annual Report and Accounts.

Severn Trent Ple s listed on the London Stock Exchange.

2 Accounting policies

a) Basis of preparation

The financial statements for the Group and the parent company have
been prepared on the going concern basis [see strategic report on
page 68 which sets out the Group's considerations relating ta viability
and going concern) under the histerical cost convention, except for
the revaluation of financial instruments including derivatives [refer
to accounting policy notes [t] and (u}), and accounting for the transfer
of assets from customers (refer to accounting policy note [i]).

[i) Consolidated financial statements

The consolidated financial statements have been prepared in
accordance with international accounting standards in conformity
with the requirements of the Companies Act 2004 and United Kingdom
adopted International Financial Reporting Standards.

(i) Parent company financial statements

The parent company financial statements have been prepared in
accordance with United Kingdom Accounting Standards and comply
with the Companies Act 2006. The Company meets the definition of a
quatifying entity as defined in FRS 100 ‘Application of Financial Reparting
Reguirements’, accordingly the Company has elected to apply FRS 101
‘Reduced Disclosure Framework'.

Therefore the recognition and measurement requirements of United
Kingdom adopted International Financial Reporting Standards have
been applied, with amendments where necessary in order to comply
with Companies Act 2006 and The Large and Medium-sized Companies
and Groups [Accounts and Reports) Regulations 2008 (51 2008/410)

as the parent company financial statements are Companies Act

2006 accounts.

As permitted by FRS 101, the parent company has taken advantage of
the disclosure exemptions available under that standard in relation to
statement of cash flows, share based payment, financial instruments,
capital management, presentation of comparative information in
respect of certain assets, standards not yet effective and related party
transactions. Where required, equivalent disclosures are given in the
consolidated financial statements.

As permitted by Sectian 408 of the Companies Act 2006, no profit or
loss account is presented for the parent company. The profit for the
year is disclosed in the statement of comprehensive income, the
statement of changes in equity and the balance sheet.

Severn Trent Pl¢ is a partner in Severn Trent Limited Partnership and
Severn Trent 2017 Limited Partnership ['the partnerships’), which are
registered in Scotland. As the partnerships are included in the
consolidated accounts, the parent company has taken advantage of the
~ exemption conferred by Regulation 7 of The Partnership [Accounts
Regulations 2008 from the requirernents of Regulations 4 to é.

The key accounting policies for the Group and the parent company are
set out below and have been apptied consistently except where
indicated. Where policies are specific to the Group or te the Company
this is set out in the relevant policy.

b) Basis of consolidation

The consolidated financial statements include the results of Severn
Trent Plc and its subsidiaries and joint ventures. Results are included
from the date of acquisition or incorporation and excluded from the
date of disposal.

Subsidiaries are consolidated where the Group has the power to control
a subsidiary.

Joint venture undertakings are accounted for on an equity basis where
the Group exercised joint control under a contractual arrangement.

Non-controlling interests in the net assets of subsidiaries are identified
separately from the Group’s equity. Non-controlling interests consist
of the amount of those interests at the date of the original business
corubination and the non-contrelling interests’ share of changesin
equity since that date.

Transactions between the Company and its subsidiaries have been
eliminated on consolidation and are not inctuded within the Group
financial statements.

Foreign currency denominated assets and liabilities of the Company
and its subsidiary undertakings are translated into the relevant
functional currency at the rates of exchange ruling at the year end. Any
exchange differences so arising are dealt with through the income
statement.

Foreign currency transactions arising during the year are transtated
into sterling at the rate of exchange ruling on the date of the
transaction. All gains and losses on exchange arising during the year
are dealt with through the income statement.

c) Revenue recognition
Revenue includes turnover and interest income.

Turnover represents the fair vatue of consideration receivable, excluding
value added tax, trade discounts and inter-company sales, in the ordinary
course of business for goods and services provided.

Turnover is not recegnised until the service has been provided to
the customer.

Water and waste water revenue is recognised when the service is
provided and includes an estimate of the amount of mains water and
waste water charges unbilled at the year end. The accrual is estimated
using a defined methodology based upon a measure of unbilled water
consumed by tariff, which is calculated from historical billing information.

Amounts received from developers for diversions activity is
recognised as turnover when the service to divert the infrastructure
has been compteted.

Operating services revenue is recegnised in line with the delivery

of each performance obligation. Further details of the performance
obligations are detailed in note 6. The expected turnover over the life

of a contract is allocated to each performance obligation based on the
stand alone selling price of each performance obligation, which is
based on the forecast costs incurred and expected margin for each
obligation. Any changes to the revenue relating te performance
obligations already delivered are recognised in the period in which they
are identified. Differences between amounts recegnised as revenue
and amounts billed are recaognised as contract assets or liabilities.
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NOTES TO THE GROUP FINANCJAL STATEMENTS

2 Accounting policies [continued)

cl Revenue recognition [continued}

Renewable energy revenue includes sales of electricity and gas and
the related green energy incentives. Revenue from energy sales is
recagnised when the electricity or gas is delivered to the national grid.
Green energy incentives are recognised when the Group becomes
entitled to them.

Interest income is accrued on a time basis by reference to the principal
outstanding and at the effective interest rate applicable.

dl Exceptional items

Exceptional items are income or expenditure, which individually or

in aggregate, if of a similar type, should, in the opinion of the directors,
be disclosed by virtue of their size or nature if the financial statements
are to give a true and fair view. In this context, materiality is assessed
at the segment level.

el  Taxation

Current tax payable is based an taxable prafit for the year and is
calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred taxation is provided in full on taxable temporary differences
between the tax bases of assets and liabilities and their carrying
amounts in the financial statements. Deferred taxation is measured on
a non-~discounted basis using the tax rates and laws that have been
enacted or substantively enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset is
realised or the deferred tax liability is settled.

Where there is a change in the tax rate enacted or substantively
enacted, deferred tax assets and liabilities in the opening balance
sheet are remeasured at the new rate. The resulting charge/credit to
income statement and reserves is recognised in the year that the rate
change occurs.

Current and deferred tax are recognised in profit or loss, except where
they relate to items that are recognised in other comprehensive incorme
or directly in equity, in which case, the current and deferred tax are
also recognised in other comprehensive income or directly in equity,
respectively. Where current tax or deferred tax arises from the initial
accounting for a business cambinatien, the tax effectis included in the
accounting for the business combination.

A deferred tax asset is only recognised to the extent it 1s probable that
sufficient taxable profits will be available in the future to utilise it.

Deferred tax assets and liabitities are offset when there is a tegally
enforceable right to set off current tax assets against current
tax liabilities.
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fl  Goodwill

Goodwill represents the excess of the fair value of purchase
consideration over the fair value of the net assets acquired. Goodwill
arising on acquisition of subsidiaries is included in intangible assets,
whilst goodwill arising on acquisition of associates or joint ventures is
included in interests in associates or joint ventures respectively. If an
acquisition gives rise to negative goodwill this is credited directly to
the income staterent. Fair value adjustments based on provisional
estimates are amended within one year of the acqguisition, if required,
with a correspending adjustment to goodwill.

Goodwill and indefinite life intangibles are tested for impairment
in accardance with the policy set out in note 2 1] below and carried
at cost less accumulated impairment losses. Goodwill is allocated
to the cash-generating unit that derives benefit from the goodwill
for impairment testing purposes.

Where goodwill forms part of a cash-generating unit and all or part
of that unit is disposed of, the associated goodwitlis included in the
carrying amount of that aperation when determining the gain ot toss
an disposal of the operation.

g} Otherintangible non-current assets

Intangible assets acquired separately, or internally generated where
a separate resource thatis controlled by the Group is created, are
capitalised at cost, Following initial recognition, finite tife intangible
assets are amortised on a straight-line basis over their estimated
useful economic Lives as follows:

Years
Software 3-10
Other intangible assets 15-25

Amortisation charged on intangible assets is taken to the income
statement through operating costs.

Finite life intangible assets are reviewed for impairment where
indicators of impairment exist (see 2 (] belowl.

Intangible assets with indefinite useful lives are carried at cost less
accumulated impairment losses. Such assets are reviewed for
impairment at least annually and where indications of impairment exist.

Development expenditure is capitalised as an intangible asset and
written off over its expected useful economic life where the following
criteria are met:

- itistechnically feasible to create and make the asset available for
use or sale;

- there are adequate resources available to complete the
development and to use or sell the asset;

- there is the intention and ability to use or sell the asset:

~ itis probable that the asset created will generate future economic
benefits; and

- the development costs can be measured reliably.

Research expenditure is expensed when it s incurred.
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2 Accounting policies (continued)

hl  Pre-contract costs - : o

Incremental costs incurred in obtaining cont acls wilh custorners are
recognised as a prepayment and written off to the income statement
over the life of the contract where it is expected that the costs wilt

be recovered.

All other costs of oblaining contracts are written off to the income
statement as incurred.

il  Property, plant and equipment

Property, plant and equipment is held at cost for at deemed cost for
infrastructure assets on transition to IFRS) less accumulated
depreciation and impairment. Expenditure on property, plant and
equipimenlielating to research and development projects is capitalised
and depreciated over the expected useful life of those assets.

The costs of like-for-tike replacement of infrastructure components
are recognised in the income statement as they arise. Expenditure
which results in enhancements to the operating capability of the
infrastructure networks is capitalised.

Where items of property, plant and equipment are transferred to the
Group from customers or developers, the fair value of the asset
transferred is recognised in the balance sheet. Fair value is determined
based on estimated depreciated replacement cost. The transferis
considered to be linked to the provision of ongoing services therafore
the corresponding credit is recorded in deferred income and released
to turnover over the expected useful lives of the related assets. Further
details regarding the judgment applied is detailed in note 4.

Where assets take a substantial period of time to get ready for their
intended use, the barrowing costs directly attributable to the acquisition,
construction or production of these assets are added to their cost.

Property, plant and equipment is depreciated, using the straight-line
method, to its estimated residual value over its estimated usefut life,
with the exception of freehold land, which is not depreciated. Assets in
the course of construction are not depreciated until commissioned.

The estimated useful lives are:

Years
Infrastructure assets
Impeunding reservoirs 250
Raw water aqueducts 250
Mains 80-150
Sewers 150-200
Other assets
Buildings 30-80
Fixed plant and equipment 20-40
Vehicles and mobile plant 2-15

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

il Leasedassets

Where the Group enters intc a contract that contains a lease, it
recognises a right-of-use asset and a lease liability. Tha right-nf-use
asset is measured at cost, which includes: the amount of the initial
measurement of the lease Leability [see below]; any lease payments
made at or before the commencement date tess any lease incentives
received; any initial direct costs incurred by the Group; and an estimate
of any remediation or similar costs required by the lease contract.

At the commencement date, the lease liability is measured at the
present value of the future lease payments discounted using the
interest rate implicit in the lease or, if that cannot be readily determined,
the Group's incremental borrowing rate. Lease liabilities are included
in borrowings.

Lease payments are treated as consisting of a capital etement and

a finance charge: the capital element reduces the lease liability and
the finance charge is written off to the income statement at a constant
rate aver the period of the lease in proportion to the capital amount
outstanding. Depreciation of the right-of-use asset is charged over
the shorter of the estimated useful life and the lease period unless
ownership is expected to transfer to the Group at the end of the lease,
in which case the right-of-use assel is depreciated to the end of the
useful life of the underlying asset.

Extension and termination options are included in a number of
property and equipment leases across the Group. These terms are
used to maximise operational flexibility in managing contracts.

Most extension and termination options held are exercisable only by
the Group and not by the respective lessor. In determining the lease
term, the Group considers all facts and circumstances that create an
economic incentive to exercise an extension opticn, or not exercise a
termination option. Extension options (or periods after termination
options) are only included in the lease term if the lease is reasonably
certain to be extended [or not terminated). The assessment is reviewed
if a significant event or a significant change in circumstances occurs
which affects this assessment and is within the control of the Group.

Where the lease term is less than one year or the underlying asset is
low value, the Group does not recognise a right-of-use asset or lease
liability. Payments under such leases are charged to eperating costs.

k] Grantsand contributions

Grants and contributions received in respect of non-current assets,
including certain charges made as a result of new connections to the water
and sewerage networks, are treated as deferred income and released
to turnover aver the useful economic life of these non-current assets,

Grants and contributions which are given in compensation for
expenses incurred with no future related costs are recagnised in
turnover in the period that they become receivable.
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2 Accounting policies {continued)

L} Impairment of non-current assets

If the recoverable amount of goodwill, an item of property, plant and
eguipment, or any other non-current asset is estimated to be less than
its carrying amount, the carrying amount of the asset is reduced toits
recoverable amount. Where the asset does not generate cash flows
that are independent from other assets, the Greup estimates the
recoverable amount of the cash-generating unit to which the asset
belongs. Recoverable amount is the higher of fair value less costs

to sell or estimated value in use at the date the impairment review is
undertaken. Fair value less costs to sell represents the amount cbtainable
from the sale of the asset in an arm’s length transaction between
knowtedgeable and willing third parties, iess costs of disposal. Value
in usa represents the present value of future cash flows expectedto
be derived from a cash-generating unit, discounted using a pre-tax
discount rate that reflects current market assessments of the cost

of capital of the cash-generating unit or asset.

The discount rate used is based on the Group’s cost of capital adjusted
for the risk profiles of individual businesses. For regulated businesses
we use the WACC from Ofwat’s latest price review adjusted for market
changes since this date where appropnate.

Goodwill is tested for impairment annually. Impairment reviews are
also carried out if there is an indication that an impairmant may have
occurred, or, where otherwise required, to ensure that non-current
assets are net carried above their estimated recaverable amounts.

Impairment losses are recognised in the income statement.

m} Parent company investments

The parent campany recognises investments in subsidiary undertakings
at historical cost. Impairment losses are recognised in line with policy
setout inl] above.

n) Inventory

Inventories are stated at the lower of cost and net realisable value.
For properties held for resale, the cost includes the cost of acquiring
and developing the sites.

Net realisable value is the estimated selling price less all estimated
costs of completion and costs to be incurred in selling and distribution.

o] Loans receivable

Loans receivable are measured at fair value on initiat recognition, less
issue fee income received where the fee is integral to the yield on the
loan. Aliloan receivables are held for collection of contractual cash
flows, which represent solely payments of principal and interest. After
initial recognition, loans receivable are subsequently measured at
amortised cost using the effective interest rate method whereby interest
and issue fee income are credited to the income statement and added
to the carrying value of loans receivable at a constant rate in proportion
to the laan amount outstanding.

The Group recognises a loss allowance for expected credit losses
{ECL] on its (oans receivable from joint ventures. The amount of
expected credit losses is updated at each reporting date to reflect
changes in credit risk since initial recagnition.

The Group recognises lifetime ECL when there has been a significant
increase in credit risk since initial recognition. If the credit risk has not
in¢reased significantly since initial recognition, the Group measures
the loss allowance at an amount equal to the 12 month ECL.
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Lifetime ECL represents the expected credit losses that will result
from all possible default events over the expected life of the loans. In
contrast, 12 month ECL. represents the portion of lifetime ECL that is
expected to result from default events that are possible within

12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk has increased significantly since
initial recognition, the Group compares the risk of defautt over the
remaining life of the asset at the reporting date with the rsk of default
for the same period at initia! recognition. In making this assessment,
the Group considers hoth quantitative and qualitative infarmation
about the risk of default that is reasonable and supportable, including
forward-looking infermation that is available. This includes assessment
of a deterioration in; actual or expected business; financial or econemic
conditions of the borrower; actual or expected operating resutts,

cash flows and financial position of the barrower; and the regulatory,
econamic, or technological environment faced by the borrower.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk on a financial asset has increased
significantly since initial recognition when contractual payments
are more than 30 days past due, unless the Group has reasonable
and supportable information that demonstrates otherwise.

Definition of default

The Group considers that a default has taken place where information
developed internally indicates that the borrower is unlikely to pay its
creditors, including the Group, in full.

Irrespective of the above analysis, the Group considers that default has
occurred when a financial asset is more than 90 days past due unless
the Group has reasonable and supportable information to demenstrate
that a more lagging default criterion is more appropriate.

p)  Trade receivables and accrued income

Trade receivables and accrued income are measured at fair value on
initial recognition. If there is abjective evidence that the asset is impaired,
it is written down to its recoverable amount and the irrecoverable
amount is recognised as an expense in operating costs.

The Group applies the simplified approach permitted by \FRS 9 for
estimating expected credit losses on trade and other receivables.

For trade receivables that are assessed not to be impaired individually,
expected credit losses are estimated based on the Group’s historical
experience of irade receivable write-cffs and reasonable, supportable
forward-ltooking infarmation which is available without undue cost

or effort,

g} Retirement benefits

(i) Defined benefit schemes

The difference between the vatue of defined benefit pension scheme
assets and defined benefit pension scheme liabilities is recorded on
the balance sheet as a retirement benefit asset or abligation.

Defined benefit pension scheme assets are measured at fair value
using bid price for assets with quoted prices. For scheme assets with
no quoted price, the fair value is derived by using quotations from
independent third parties or by using applicable valuation techniques
at the end of each repoerting period. Defined benefit pension scheme
liabilities are measured at the balance sheet date by an independent
actuary using the projected unit method and discounted at the current
rate of return on high quality cor porate bonds of equivalent term and
currency ta the liability.
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2 Accounting policies (continued}
q] Retirement benefits [continued]

il Defined benefit schemes [continued)

Service cost, representing the cost of employee service in the year, is
included in operating costs. Net finance cost is calculated by applying
the discount rate used for the scheme liabilities to the net obligation.

Changes in the retirement benefit obligation that arise from:

- differences between the return on scheme assets and interest
income included in the income statement;

~ actuarial gains and losses from experience adjustments; and

- changes indemographic or financial assumptions,

dre tlassilied as 1 ermeasur ensenls, charged v credited Lo olher
comprehensive income and recorded in the statement of comprehensive
incorne in the period in which they arise.

There is no contractual agreement, or stated policy, for charging the
net defined benefit cost to participating Group companies. Therefore,
the parent recognises a charge in the income statement which is equal
to the contributions payable in the year. The net defined benefit cost for
these schemes is recognised by the sponsoring employers, Severn
TrentWater Limited and Hafren Dyfrdwy Cyfyngedig.

(i) Defined contribution schemes
Contributions to defined contribution pensien schemes are charged to
the income statement in the period in which they fall due.

rl  Provisians
Provisions are recognised where:

- thereis a present obligation as a result of a past event;

- itis probable that there will be an outflow of economic benefits to
settle this obligation; and

- areliable estimate of this ampunt can be made.

Insurance provisions are recognised for claims notified and for claims
incurred but which have not yet been notified, based on advice from the
Group's independent insurance advisers.

Pravisions are discounted to present value using a pre-tax discount
rate that reflects the risks specific to the liability where the effect
is material.

s} Purchase of own shares

Where market purchases of Severn Trent ordinary shares are made
through an obligating contract, a iability for the present value of the
redemption ameount is recognised and charged to retained earnings.
Payrnents for the purchase of shares are charged to the liability
when made,

Shares held by the Severn Trent Employee Share Ownership Trust that
have not vested unconditionally by the balance sheet date are deducted
from shareholders’ funds until such time as they vest.

tl  Borrowings

The accounting policy for borrawings that are the hedged item in a fair
value hedge is set out in note 2 u] and the accounting policy for lease
liabitities is set outin note 2 .

All other borrowings are initially recognised at fair value less issue
costs. After initial recognition, barrowings are subsequently measured
at amortised cost using the effective interest rate method whereby
interest and issue costs are charged to the income statement and added
to the carrying value of borrowings at a constant rate in proportion to
the capital amount cutstanding.

GROUP FINANCIAL STATEMENTS
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Index-tinked debt is adjusted for changes in the relevant tntiation index
and changes in value are charged to finance costs.

Borrowings denominated in foreign currency are translated to sterling
at the spot rate on the balance sheet date. Exchange gains or losses
resulting from this are eredited or charged to gains/losses on financial
instruments.

ul  Derivative financiat instruments

Derivative financial instruments are stated at fair value, including
accrued interest. Fair value is determined using the methodology
described in note 34 a]. The accounting policy for changes in fair
value depends on whether the derivative is designated as a hedging
instrument. The various accounting policies are described below.

Interest receivable or payable in respect of derivative financial
instruments is included in finance income or costs.

Derivatives not designated as hedyging instruments

Gains or losses arising on remeasurement of derivative financial
instruments that are not designated as hedging instruments are
recognised in gains/losses on financial instrumentsin the
income statement.

Derivatives designated as hedging instruments

The Group uses derivative financial instruments such as cross
currency swaps, forward currency contracts and interest rate swaps
to hedge its risks associated with foreign currency and interest rate
fluctuations.

At the inception of each hedge relationship, the Group decuments:

- the economic relationship between the hedging instrument and the
hedged item;

- itsrisk management objectives and sirategy far undertaking the
hedge transaction; and

- whether changes in fair value or the cash flows of the hedging
instrument are expected to offset changes in fair values or cash
flows [as appropriatel of the hedged item.

Hedge accounting is discontinued when the hedging instrument
expires, is sold, terminated or exercised, or no longer qualifies for
hedge accounting.

Fair value hedges

Where a loan or borrowing is in a fair value hedging relationship it is
remeasured for changes in fair vatue of the hedged risk at the balance
sheet date, with gains or losses being recognised in gains/losses on
financialinstruments in the income statement. The gain or loss on the
corresponding hedging instrument is also taken to gains/losses on
financial instruments in the income statement so that the effective
portion of the hedge will offset the gain or loss an the hedged item.

If hedge accounting is discontinued, the fair value adjustment arising
from the hedged risk on the hedged item is amortised to the income
statement over the anticipated remaining life of the hedged item.

Cash flow hedges

The portion of the gain or loss on the hedging instrument that is
determined to be an effective hedge is recognised in equity and the
ineffective portion is charged to gains/losses on financial instruments
in the income statement. When the gain or loss from the hedged
underlying transaction is recognised in the income statement, the
gains or losses on the hedging instrument that have previcusly been
recognised in equity are recycled through gains/losses an financial
instruments in the income statement.
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2 Accounting policies [continued)

u]  Derivative financial instruments (cantinued)

If hedge accounting is discontinued, any cumutative gain or {oss on the
hedging instrument previously recognised in equity is held in equity
until the forecast transaction occurs, or transferred to gains/losses on
financial instruments in the incore statement if the forecast
transaction is no longer expected to occur. From this point the
derivative is accounted for in the same way as derivatives not
designated as hedging instruments. If the hedging instrument is
terminated, the gains and losses previously recognised in equity are
held in equity until either the forecast transaction occurs or the
forecast transaction is no longer expected to occur,

Embedded derivatives

Where a contract includes terms that cause some of its cash flows to
varyin a similar way to a derivative financial instrument, that part of
the contract is considered to be an embedded derivative.

Embedded derivatives are separated from the contract and measured
at fair value with gains and losses taken to the income statement if the
host contractis not an asset within the scope of IFRS 9 and:

- the risks and characteristics of the embedded derivative are not
closely related to thase of the contract;

- aseparate instrument with the same terms as the embedded
derivative would meet the definition of a derivative; and

- the contractis not carried at fair value with gains and losses
reported in the income statement,

In all cther cases embedded derivatives are accounted for in line with
the accounting policy for the contract as a whote.

v] Sharebased payment

The Group cperates a number of equity settled share based compensation
plans for employees. The fair value of the employee services received
in exchange for the grant is recognised as an expense over the vesting
period of the grant.

The fair value of employee services is determined by reference te the
fairvalue of the awards granted, calculated using an appropriate pricing
model, excluding the impact of any non-market vesting conditions.

The number of awards that are expected to vest takes into account
non-market vesting conditions including, whare appropriate, continuing
employment by the Group. The charge is adjusted to reflect shares that
do not vest as a result of failing to meet a non-market condition.

Share based compensation plans are satisfied in shares of the parent
company. Where the fair value of the awards is not recharged to
participating Group companies. the parent campany records the fair
value of the awards as an increase in its investment in the subsidiary.
The investrment is adjusted to reflect shares that do not vest as a resutk
of faiting to meet a non-market based condition.
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w] Cash flow statement

For the purpose of the cash flow statement, cash and cash equivalents
include highly liguid investments that are readily convertible to known
amounts of cash and which are subject te an insignificant risk of change
in value. Such investments are normally those with iess than three
months maturity from the date of acquisition and include cash and
bank balances and investments in liquid funds.

Net cash and cash equivalents include overdrafts repayable on
demand and amounts drawn under the Group’s revolving credit facility.

Interest paid in the cash flow statementincludes amounts charged to
the income statement and amounts included in the cost of property,
plant and equipment.

x}  Business combinations

Acquisitions of subsidiaries and businesses are accounted for using
the acquisition method. The consideration transferred in a business
combination is measured at fair value. The identifiable assets acquired
and the liabilities assumed are recognised at their fair value at the
acquisition date except that:

- deferred tax assets or liabilities and retirement benefit assets or
obligations are recognised and measured in accordance with the
policies set out under notes 2 e and 2 q) above; and

- assets or disposal groups that are classified as held for sale are
measured in accerdance with the policy set out below.

Where an asset or group of assets (a disposal group] is available for
immediate sale and the sale is highly probable and expected to occur
within ane year, then the disposal group is classified as held for sale.
The disposal group is measured at the lower of the carrying amount
and the fair value less costs to sell. Depreciation is not charged on
such assets.

Where the initial accounting for a business combination is incomplete
at the end of the reporting period, the Group reports provisionat
amounts and finalises these within one year of the acquisition date
{the ‘measurement period’l.

Contingent consideration is measured at fair value at the acquisition date.

Ouring the measurement period, changes in provisional fair values
of assets and liabilities acquired, or of contingent consideration,

are recognised as adjustments to goodwili or bargain purchase gain.
Outside the measurement period, changes in fair value of contingent
consideration that is not classified as equity are recognised in profit
or lass.
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3 New accounting policies and

future requirements
At the balance sheet date, no Standards or Interpretalions were in
issiie but not yet effective that are expected to have a material impact
on the Group's financial position.

4 Critical accounting judgments and key

sources of estimation uncertainty
tn the process of applying the Group's accounting policies, the Group is
required to make certain judgments, estimates and assumptions that it
believes are reasonable based on the information available. Although
these estimates are based on management’s best knowledge of the
armaount, event or actions, actual results may ultimately differ from
those estimates.

al  Critical accounting judgments

il  Classification of costs between operating expenditure

and capital expenditure
Severn Trent Water's business involves significant construction and
engineering projects. Assessing the classification of costs incurred on
such projects between capital expenditure and operating expenditure
requires judgments to be made. The judgments are made based on
objective criteria that that Group has developed te facilitate the consistent
application of its accounting policies. The costs of like-for-like replacement
of infrastructure components are recognised in the income statement
as they arise. Total infrastructure renewal expenditure during the year
was £198.2 million (2021: £151.0 million). Expenditure which results in
quality or capacity enhancements to the operating capability of the
infrastructure networks is capitalised and amounted to £714.3 mitlion
(2021: £65%.4 million].

iil  Income from connections to the water and waste water networks
The Group receives income from developers and domestic customers
for new connections to the water and waste water networks either

in the form of infrastructure assets or cash. The mere significant
examples of these transactions are:

- Developers transfer to the Group infrastructure assets that
they have installed in a new development. Usually there is no
monetary consideration exchanged when the Group adopts
assets in this manner.

- When new properties are connected to the netwark, the Group is
permitted, under the Water Industry Act, to obtain a contribution
from the developer towards the cost of reinforcing its netwaork to
meet the additional demands arising fram the new connections.
These are referred to as Infrastructure charges. The charges
are a standard amount per property and are not linked to specific
reinforcement expenditure.

- When developers require praperties to be connected to the
Group's network, the Group installs a meter and connection to each
property but retains ownership of the assets and responsibility for
their maintenance.

GROUP FINANCIAL STATEMENTS
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Asseczcing whether this income is received in relation to the provision
of the connection to the Group’s infrastructure networks oris to
facilitate the ongaing provision of water and waste water services to
the properties in question requires judgment about the nalur e of e
ongoing relationship between the Group and the customer. During the
period the Group received infrastructure assets with a fair value of
£69.0 million [2021: £44.9 million), infrastructure charges amounting to
£25.0 mitlion (2021: £20.0 million] and other charges relating to the
provision of infrastructure amounting to £17.0 millicn

(2021: €22.0 million).

The Group considers that the purpose of these transactions is to
facilitate the ongoing provision of water and waste water services

to the properties in question and they are inextricably linked to that
ongoing service. There is a transferable right to receive an ongoing
water and waste water service that passes from customer to customer
when the property is bought and sold during the life of the property
and, without the ongoing water and waste water service, the transactions
have no value. Therefore, in line with our accounting policies the
amounts received are held on the balance sheet and released to
turnover in the income statement aver the life of the related assets.

iii)  Accounting for the bulk annuity buy-in of the Severn Trent
Mirror image Pension Scheme ['STMIPS’)
0n 2% June 2021, the Group completed the bulk annuity buy-in of the
STMIPS. Severn Trent Water Limited is the only employer in this
scheme. As a result of the buy-in, the Group has obtained the right
to reimbursement under an insurance policy of the benefits payable
to scheme members. Although substantially all of the risks relating to
this obligation are mitigated by the insurance policy, the legal obligation
to pay the mermber benefits as they fall due remains with the Group.
Therefore the Group concluded that this transaction did not represent
a settlement ynder 1AS 19,

As such the £29.6 million difference between the premium paid to
secure the insurance policy and the accounting vatue of the Liabilities
covered by the buy-in has been recognised within ether comprehensive
income as part of the return on plan assets which forms part of the
overatl actuarial gain.

iv] Climate change

The Group continues to developits assessment of the impact that
climate change may have on the amounts recognised in the financial
statements. The natural environment in which the Group operates is
continualty changing, and the expected impact on the Group from
climate change is set out within the "Our approach to climate change’
section of the Strategic Report on pages 35 to 45.

We have considered the impact of the climate change related risks
to which the Group is exposed in the preparation of these financial
statements. The risks are long termin nature, and whilst they will
pravide a need for investment in the future, we conclude that there
is no material impact on the carrying amount of assets or liabilities
recognised in the financial statements, nor do they lead to any
additional key sources of estimation or judgment.
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4 Critical accounting judgments and key
sources of estimation uncertainty {continued)
bl  Sources of estimation uncertainty

i) Depreciation and carrying amounts of property,

plant and equipment
Calculating the depreciation charge and hence the carrying value for
property, plant and equipment requires estimates to be made of the
useful lives of the assets. The estimates are based on engineering data
and the Group’s experience of similar assets. Detaiis are set outin note
2i). The average useful life of property, plant and equipment by asset
category is detailed as follows:

Average useful
economic life

[years)
Land and buildings 416
Infrastructure assets 147.4
Fixed plant and equipment 24.6
Moveable plant 1.2

The impact on the annual depreciatien expense of a 10 per cent
increase and decrease in useful ecanomic life 'UEL) of property,
ptant and equipment by asset category ts detailed as follows:

0% increase  10% decrease

in UEL inUEL
impact on annuat depreciation {£m) £m £m
Land and buildings 7.2) 1.2
Infrastructure assets [3.7] 4.9
Fixed plant and equipment 119.3) 236
Moveable plant (0.7 0.8

fil  Retirement benefit obligations

Determining the amount of the Group’s retirement benefit obligations
and the net costs of providing such benefits requires assumptions to be
made concerning long-term interest rates, inflation and longevity of
current and future pensioners. Changes in these assumptions could
significantly impact the amount of the obligatiens or the cost of providing
such benefits. The Group makes assumptions concerning these matters
with the assistance of advice from independent qualified actuaries.
Details of the assumptions made and associated sensitivities are set
out in note 28 to the financial statements.
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il Expected credit losses an trade receivables

Expected credit losses for trade receivables are based on the historical
credit losses experienced over the last nine years and reasonable
forecasts of the future impact of external economic factors on the
Group's collection of trade receivables. A number of emerging economic
factors such as the reduction in Universal Credit, rising National
Insurance contributions and higher energy bills are expected to impact
household disposable income and therefore the expected credit losses
an trade receivables.

We based our assessment of the future impact of these economic
factars an the Office for Budget Respansibility's most recent farecast
of real disposable household incomes ['RDHI'), released in March 2022,
which forecasted a 2.2% reduction in RDHI in 2022/23, with a return
to 2021/22 levels not expected until 2024/25.

The gross carrying amounts and expected credit loss allowances for
trade receivables and accrued income were as follows:

2022 2021
£m £m
Gross carrying amount 630.9 563.9
Provision for bad and doubtful debts {135.0) (137.1)
Net carrying amount 495.9 4268
Movements in the expected credit loss allowance are as follows:
2022 2021
£m £m
At 1 April 1371 141.7
Charge for bad and doubtful debts 246 40.0
Amounts written off during the period (26.7) (44.8)
At 31 March 135.0 1371

Previous economic assessments of RDH! had forecasted a lower
expected decrease for 2022/23 than the most recent forecast’s output
of 2.2%. If our assessment of the future reduction in RDH! had been
lower at 1.5%, the expected credit loss in the year would have been
£3.2 mitlion lower. Similarly, if our assessment of the future change in
RDHI had been higher at 2.9%, the expected credit loss in the year
would have been £3.2 million higher.
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5 Segmental analysis

al Background
The Group is organised into twe main business segments:

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

Regulated Water and Waste Water includes the wholesale water and waste water activities of Severn Trent Water Limited, except property sales,

and Hafren Dyfrdwy Cyfyngedig.

Business Services includes the Greup's Operating Services businesses, the Green Power business, the Property Development business and our

other non-regulated husinesses including affinity products and searches.

The Severn Trent Executive Committee ['STEC ] is considered to be the Group's chief operating decision maker. The reports provided to STEC

include segmental information prepared on the basis described above.

Results fram interests in our joint venture are not included in the segmental reports reviewed by STEC.,

Goodwill is allocated and monitored at the segment level.

Transactions between reportable segments are included within segmental results, assets and liabilities in accordance with Group accounting

policies. These are eliminated on consolidation.

The measure of profit or loss that is reported to STEC for the segments is adjusted PBIT. A segmental analysis of turnover and adjusted PBIT

is presented below.

bl Segmental results
The following table shows the segmental turnover and PBIT:

2022 2021

Regulated Regulated
Water and Business Water and Business
Waste Water Services Waste Water Services
£m £m Em £m
External turnover 1,804.4 139.4 1,693.9 132.9
Inter-segment turnover - 4.2 ~ 1.8
Total turnover 1,804.4 143.6 1.693.9 134.7
Adjusted PBIT 476.3 385 452.1 258
Amortisation of acquired intangible assets - (2.1] - (2.1]
Profit befare interest and tax 476.3 36.4 4521 237

Adjusted profit before interest, tax and exceptional items is stated after:
2022 2021

Regutated Regqulated
Waterand Business Water and Business
Waste Water Services Waste Water Services
£m £m Em £m
Depreciation of property, plant and equipment 350.6 1.1 3313 10.7
Depreciation of right-of-use assets 1.0 28 14 20
Amoartisation of intangible assets 334 08 N3 0.8
Loss/[profit) on disposal of fixed assets 25 17.9) 0.1 (23]
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5 Segmental analysis [continued)

bl Segmental results {continued)
The reportable segments’ turnover is reconciled to Group turnover as follows:

2022 2021
£m Em
Regulated Water and Waste Water 1,804.4 1.693.9
Business Services 143.4 134.7
Corporate and other 1.1 0%
Consolidation adjusiments 5.8 {2.3)
1,943.3 1,827.2

Included in the revenues of Regulated Water and Waste Water of £1,804.4 million (2021: £1,693.9 million) is £25%.8 mitlion [2027: £236.1 million)
which arose from sales to Water Plus Group. No other single customer contributed 10% or more to the Group’s revenue for either 2022 or 2021.

Segmental adjusted PBIT is reconciled to the Group's profit before tax as follows:

2022 2023

£tm Em

Regulated Water and Waste Water 4763 452.1
Business Services 385 258
Corporate and other (6.9} (5.1
Conselidation adjustments 0.4 -
Adjusted PBIT 508.3 472.8
Amartisation of acquired intangible assets (Business Services] (211 (21
Net finance costs 269.4) [187.1)
Reduction in expected credit loss on loan receivable 0.2 3.6
Net gains/(tosses) on financial instruments 392.3 {6.2)
Share of net loss of joint venture accounted for using the equity method (2.2) (13.8]
Profit on ordinary activities before taxation 2741 267.2

The Group's treasury and tax affairs are managed centrally by the Group Treasury and Tax departments. Finance costs are managed on a Group
basis and hence interest income and costs are not reported at the segmentat level. Tax is not reported to STEC on a segmental basis.

cl  Segmental capital employed
Separate segmental analyses of assets and liabilities are not reviewed by STEC. The balance sheet measure reviewed by STEC on a segmentat
basis is capital employed.

2022 2021

Regulated Regulated
Waterand Business Water and Business
Waste Water Services Waste Water Services
£m £m £m £m
Operating assets 10,86%.7 3374 10,433.4 331.0
Goodwill 635 29.2 63.5 29.2
Segment assets 10,933.2 356646 10,496.9 34602
Segment operating liabilities {2,158.8} {29.4) (2,174.4) (40.0)
Capital employed 8,774.4 337.0 83225 3202

Operating assets comprise other intangible assets, property, plant and equipment, right-of-use assets, retirement benefit surpluses, inventory
and trade and other receivables.

Operating liabilities comprise trade and other payables, retirement benefit obligations and provisiens.
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5 Segmental analysis [continued)

c} Segmental tapital employed {continued}
The reportable segments’ assets are reconciled to the Group’s total assets as follows:

OTHER INFORMATION

2022 2021
£m Em
Segment assets
Regulated Water and Waste Water 10,933.2 10,496.9
Business Services 366.6 360.2
Corporate and other 45 35
Other financial asgets 174.2 97.1
investment in joint venture 16.5 -
Lean receivable from joint venture 796 84.0
Current tax receivable 6.2 -
Consolidation adjustments (26.8) [18.6)
Tatal assets 11,554.2 11,023.1
The consolidation adjustments comprise elimination of intra-group debtors and unrealised profits on fixed assets.
The reportable segments’ liabilities are reconciled to the Group's total liabilities as follows:
2022 2021
£tm £m
Segment liabilities
Regultated Water and Waste Water (2,158.8) (2174.4)
Business Services (29.6) {40.0]
Corporate and other (38.2) {46.0
Other financial Liabilities 16,774.2) (6,742.8]
Current tax - 0.2)
Deferred tax (1,320.8) (906.0}
Consolidation adjystments 311 25.0
Total liabilities {10,290.3) (9.884.4)
The consolidation adjustments comprise elimination of intra-group creditors.
The following table shows the additions to other intangibte assets, property, plant and equipment and right-of-use assets:
2022 2021
Regulated Regulated
Water and Business Water and Business
Waste Water Services Waste Water Services
£m £€m Em £m
Ctherintangible assets 359 0.4 21.7 0.5
Property, plant and equipment 694.3 20.0 6521 8.3
Right-of-use assets 2.7 1.5 0.5 5.1
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5 Segmental analysis (continued}

d) Geographical areas :
The Group's sales were derived from the following countries:

2022 2021

£m Em

UK 1,943.3 18254
Other - 0.3
1,943.3 1,825.7

The Group's non-current assets lexcluding financial instruments, deferred tax assets and post-employment benefit assets) were located in the
UK in 2022 and 2021.

6 Revenue from contracts with customers
Revenue recognised from contracts with customers is analysed by type of revenue and by business segment below:

Regulated
Water and Business Corporate Consolidation
Waste Water Services and other adjustments Group
Year ended 31 March 2022 £m £m £m £m £m
Water and waste water services 1,755.9 - - - 1,755.9
Operating services - 744 - - /A
Renewable energy 444 55.6 - (4.2) 95.7
Other sales 6.1 13.7 11 (1.6) 17.3
1,804.4 143.6 11 (5.8) 1,943.3
Regulated
Water and Business Corporate Consolidation
Waste Water Services and other adjustments Group
Year ended 31 March 2021 £m £m €m Em £m
Water and waste water services 1,664.8 - - - 1.664.8
Operating services - 70.3 - - 70.3
Renewable energy 274 51.9 - [1.8] 77.5
Other sales 1.7 12.5 0.9 (0.5 14.6
1,693.9 134.7 0.9 23] 1827.2

Revenue from water and waste waler services provided to customers with meters is recognised when the service is provided and is measured
based on aclual meter readings and estimated consumption for the period between the last meter reading and the year end. For custemers who
are not metered, the performance obligation is to stand ready to provide water and waste water services throughout the period. Such customers
are charged on an annual basis, coterminous with the tinanciat year and revenue is recognised on a straight line basis over the financial year.

The Operating Services business includes a material 25-year contract with multiple performance obligations. Under this contract with the
Ministry of Defence [MOD'}, the Group bills the customer based on an inflation-linked velumetric tariff and invoices are payable on normal
cornmerciat terms. The perfarmance obligations, which are satisfied as the services are performed, are: operating and maintaining the
customer’s infrastructure assets; upgrading the customer’s infrastructure assets: administrating the services received from statutory water
and sewerage undertakers; and administrating billing services of the customer’s commercial and Non Base Dependent customers, Revenue
has been allocated to each performance obligation based on the stand alone selling price of each performance obligation, which is basad on the
forecast costs incurred and expected margin for each obligation, Changes to projected margins are adjusted on a cumulative basis in the period
that they are identified.
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6 Revenue from contracts with customers (continued)

Other than the provision of water and waste water services, there is no direct correlation between the satisfaction of the performance obligaticns
and the timing of billing and customer payments. The estimated transaction price for the contract is derived from estimates of the customer’s
consumption at the contract tariff rate, adjusted for inflation. This estimate’is updated on an annual basis. There was no significant change in the
estimated transaction price in the year. At 31 March 2022 the aggregate amount of the estimated transaction price allocated to performance
obligations that were not satisfied was £396.3 million {2021: £414.1 million). This amount is expected to be recognised as revenue as follows:

2022 2021

£m £m

In the next year 4%2.0 46.2
Between one and five years 197.4 184.4
After more than five years 149.9 185.5
3963 416.1

The assumptions and other sources of estimation uncertainty in relation to this contract do not present a significant risk of a material adjustment
to the carrying amounts of assets and liabilities in the next financial year and therefore are not included as a source of estimation uncertainty
in note 4 b},

Revenue recognised in excess of amounts billed is recorded as a contract asset and amounts billed in excess of revenue recognised are
recoerded as contract liabilities. Changes in contract assets in the year were as follows:

2022 2021

£m £m

Contract asset at 1 April 38.2 36.6
Amounts billed 49.91 (49.0)
Revenue recagnised 51.6 50.6
Contract asset at 31 March 3%.9 38.2

No contract liabiities arose from the Group's Operating Services contract with the MOD.

Deferred income arising from connections to the Group's water and waste water networks represents a contract liability and is recognised in
line with the Group's accounting policy set out in note 2 and the judgment described in note 4. Changes in the Group’s cantract liabilities from
deferred income were as follows:

2022 2021

£m Em

At1 April 1,259.1 1,188.3
Contributions and grants received 42.8 414
Assets transferred at no cost 6%.0 449
Amounts released to income statement (17.51 [15.5)
At 31 March 1,353.4 1,259.1

Revenue amaunting to £17.5 million (2021: £15.5 million) that was inctuded in the opening balance of the contract liability was recognised in the
income statement during the year. No revenue was recognised in the year from performance obligations relating to connections to the Group's
water and waste water networks that were satisfied or partially satisfied in previous years (2021 nill,

Payments for infrastructure charges and other charges relating to connection to the networks occur when the connections are made. The
performance obligations, including provision of an ongoing water and waste water service, are provided over the life of the relevant praperty.

Revenue from the remaining performance obtigations is expected to be recognised as follows:

2022 2021

Em £m

In the next year 29.5 9.1
Between one and five years 118.0 60.4
- After mare than five years 1,205.9 1.183.6
1,353.4 1.259.1

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2§22 179



NOTES TO THE GROUP FINANCIAL STATEMENTS

7 Net operating costs

2022 2021
Adjusting Adjusting

Adjusted items Total Adjusted Hems Total

Em £m £m £m Em Em

Wages and salaries 2991 - 2991 287.8 - 2878
Social security costs 30.9 - 30.9 28.0 - 280
Pension costs 28.2 - 28.2 27.1 - 271
Share based payments 83 - 8.3 7.8 - 7.8
Total employee costs 3665 - 366.5 350.7 - 350.7
Power 110.%9 - 110.9 99.3 - 993
Raw materials and consumables 81.3 - 81.3 79.6 - 75.6
Rates 84.3 - 84.3 836 - 8346
Charge for bad and doubtful debts 266 - 24.6 40.0 - 40.0
Services charges 36,5 - 365 38.6 - 38.6
Depreciation of tangible fixed assets 361.5 - 3415 342.0 - 3420
Depreciation of right-of-use assets 38 - 38 3.6 - 36
Amortisation of intangible fixed assets 34.2 2.1 363 321 21 342
Hired and contracted services 256.9 - 2569 246.7 - 246.7

Rental charges

- (and and buildings 0.1 - a.1 0.4 - 0.4
- ather 0.5 - 0.5 10 - 1.0
-Hire of plant and machinery 9.3 - 9.3 17 - 7.7
Profit on disposal of property, plant and equipment (5.4] - (5.41 [2.2) - (2.2}
Exchange losses 0.5 - 05 0.2 - (1]
Infrastructure maintenance expenditure 198.2 - 198.2 151.0 - 151.0
Ofwat licence fees &9 - 49 4.5 - 49
Other operating costs 63.3 - 63.3 60.9 - 60.9
Other operating income (3.3 - (3.31 (231 - (231
1,628.6 2.1 1.630.7 1,533.4 2.1 1,535.5
Own work capitalised {188.3) - [188.3) [179.0) - [179.0}
144603 2.1 1,442.4 1,354.4 21 1,356.5

Other adjusting costs are amortisation of acquired intangible assets.
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7 Net operating costs (continued)
Buring the year the following fees were charged by the auditor:

OTHER INFORMATION

2022 2021
£m £m
Fees payable to the Company's auditor for:

- the audit of the Company’s annual accounts 0.3 0.3
« the audit of the Company’s subsidiary accounts 0.6 0.6
Total audit fees 0.9 0.9

Fees payable to the Company’s auditor and its associates for other services to the Group:
- audit related assurance services 0.2 0.1
- other assurance services 0.1 0.1
Total non-audit fees 03 0z

Other assurance services also include certain agreed upon procedures performed by Deloitte in connection with Severn Trent Water's regulatory

reparting requirements to Ofwat.

Details of the Group policy on the use of the auditor for non-audit services and how auditor independence and objectivity are safeguarded are set

out in the Audit and Risk Committee Report on pages 119 and 120. No services were provided pursuant to contingent fee arrangements.

Details of directors’ remuneration are set outin the Directors’ remuneration report on pages 128 to 148.

8 Exceptional items before tax

2022 2021
Em £m
Share of net losses of joint venture - (6.9
In the previous year the Group recognised £4.9 million of previously unrecognised losses as an exceptional item,
9 Employee numbers
Average humber of employees (including Executive Directors) during the year:
2022 2021
By business segment
Regulated Water and Waste Water 6,612 6,536
Business Services 492 484
Corporate and other 14 1
7,118 7,033
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10 Finance income

2022 2021
£m £m
Interest income earned on bank deposits 0.1 01
Other financial income 1.8 2.4
Totat interest receivable 1.9 25
Interest income on defined benefit scheme assets 52.8 57.3
b4.7 59.8
11 Finance costs

2022 2021
£m £€m

Interest expense charged on:
Bank loans and overdrafts 14.7 1.4
Other loans 243.5 166.1
Lease liabilities 4.0 4.3
Total borrowing costs 262.2 181.8
Other financia! expenses 2.4 2.4
Interest cost on defined benefit scheme liabitities » 59.5 627
3241 2469

Borrowing costs of £34.5 million {2021: £30.4 million] incurred funding eligible capital projects have been capitalised at an interest rate of 4.11%
(2021: 2.44%). Tax relief of £6.5 million {2021: £5.8 millicn) was ctaimed on these costs which was credited to the income statement, offset by a
related deferred tax charge of €8.6 million {2021: £5.8 million).

12 Net gains/(losses]) on financial instruments

2022 2021

£m £m
Loss on swaps used as hedging instruments in fair value hedges {1.0] {8.1)
Gain arising on debt in fair value hedges 1.6 4.2
Exchange {lossl/gain on other loans 6.6 148
Net loss on cash flow hedges transferred fram equity 16.8) (8.2)
Hedge ineffactiveness on cash flow hedges (0.6) (2.0
Gain/lloss) arising on swaps where hedge accounting s nat applied 51.5 {8.2)
Amortisation of fair value adjustment on debt 1.2 1.2
Gain on swap termination - 0.1
39.3 (6.2)

The gains from financial assets and liabilities mandatorily measured at fair value through profit or loss was £50.5 millien [2021: loss of
£16.3 million]. There were no financial assets or iiabilities designated at fair vatue through the profit or tass {2621: nit).

The Group's hedge accounting arrangements are described in note 34.
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13 Taxation
al  Analysis of tax charge in the year
2022 2021
€m Em
Current tax
Currentyear at 19% {2021: 19%] - 30.4
Prior years (4.8 {3.6)
Total current tax (credit)/charge 481 268
Deferred tax
Origination and reversal of temporary differences:
Current year 66.7 237
Prior years 5.0 45
Exceptional charge on rate change 2944 -
Total deferred tax charge 3661 28.2
361.3 55.0

An exceplional deferred tax charge of £2%4.4 million arese from recalculating opening deferred tax liabilities at 25% [see note 27),

b) Factors affecting tha tax charge in the year

The tax expense for the year is higher (2021: higher] than the standard rate of corporation tax in the UK of 19% (2021: 19%]. The differences are

explained below:

2022 2021

£m Em

Profit before taxation 2741 267.2
Tax at standard rate of corporation tax in the UK 19% (2021: 19%) 52.1 50.8
Tax effect of depreciation on non-qualifying assets 1.¢ 4.0
Permanent difference from super deductions (5.3) -
Other permanent differences 21 (0.7)
Current year impact of rate change 15.9 -
Adjustments in respect of prior years 0.2 0.9
Exceptional deferred tax arising from rate change 294.4 -
Total tax charge 3613 55.0
2022 2021

£m £m

Profit before taxation 2741 267.2
Tax at standard rate of corporation tax in the UK 19% (2021: 19%] 52.1 50.8
Tax effect of depreciation on non-qualifying assets 1.9 40
Permanent differance from super deductions {5.3] -
Other permanent differences 21 (0.7)
Tax effect of accelerated capital allowances {40.8) (21.1)
Other temporary differences {10.0) (2.6
Adjustments in respect of prior years 14.8) (3.6]
Total current tax {creditl/charge (4.8] 268

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022

183



NOTES TO THE GROUP FINANCIAL STATEMENTS

13 Taxation {continued)

bl  Factors affecting the tax charge in the year [continued)

The most significant factor impacting the Group's current tax charge is the difference between the depreciation charged an property, plant and
equipment in the financial statements and the amount deductible from taxable profits inthe form of capital allowances. Where the assets qualify
for capital allowances this creates a temporary difference and deferred tax is recognised on the difference between the carrying amount of the
asset and the amount that will be deductible for tax purposes in future years. Changes in the amount of deferred tax recognised on these assets
are charged or credited to deferred tax in the income statement. Where the amount of the capital allowances received is greater than the
depreciation charged this is referred to as accelerated capital allowances.

On 3 March 2021, the UK Government announced the introduction of a capital allowance ‘super deduction” which gives an in-year capitat
allowance of 130% on the cost of plant and machinery qualifying for the relief and an acceleration of capital allowances on the cost of assets
qualifying for special rate altowances. The introduction of these changes mean the Group is eligible to claim more capital allowances in the
current year to the extent that the Group will not be liable to pay corporation tax for the year.

Certain of the Group's property, plant and equipment assets are not eligible for capital altowances under current legislation, Therefore there is no tax
deduction that corresponds to the depreciation charged on these assets and deferred tax is nat recognised in respect of this permanent difference.

The 30% allowance in excess of the cost of assets qualifying for the super deduction will never be charged as depreciation in the financial
statements and therefore this represents a permanent difference between profits recognised in the income statement and taxabfe profits.

Other permanent differences comprise expenditure that is not deductible for tax purposes or income that is not taxable.

Other temporary differences comprise items other than depreciation of property, plant and equipment where the amount is included in the tax
computation in a different period from when it is recognised in the income statement. Deferred tax is provided on these items.

Temporary differences are reflected at 19% in currenttax and 25% in deferred tax. The deferred tax impact is £15.9 million higher than the
current tax benefit and this results in @ higher total tax charge.

The amounts included for tax liabilities in the financial statements include estimates and judgments relating to uncertain tax positions. If the
computations subsequently submitted to HMRC include different amounts then these differences are reflected as an adjustment in respect of
prior years in the subsequent financial statements.

Deferred tax s provided at 25%, the rate that is expected to apply when the asset or liability is expected to be settled. Further details are
provided in note 27.

¢ Taxcharged/[credited) directly to other comprehensive income or equity
In addition to the amount charged/(credited} to the income staterent, the foliowing amounts of tax have been charged/(credited] to other
comprehensive income or equity:

2022 2021
£€m £m

Current tax on:
Share based payments - {0.4]
Total current tax credited to other comprehensive income or equity - (0.4
Deferred tax on:
Actuarial gains 471 (30.8]
Cash flow hedges 13.0 6.3
Share based payments (4.9 (0.4}
Transters to the income statement 1.7 1.6
Effect of change in tax rate {8.4) -
Total deferred tax charged/(credited) to other comprehensive income or equity 48.5 {23.7)
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14 Dividends

Amounts recognised as distributions to owners of the Company in the year:

2022 2021
Pence per Pence per
share £€m share £m
Final dividend for the year ended 31 March 2021 {2020] 60.95 152.2 60.05 143.1
Interim dividend for the year ended 31 March 2022 (2021) 40.86 102.3 40.63 97.1
Total dividends paid 101.81 254.5 100.68 240.2
Proposed final dividend for the year ended 31 March 2022 61.28 155.3

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting and has not been included as a liability in these
financial statements.

15 Earnings per share

al Basic and dituted earnings per share

Basic earnings per share is calcutated by dividing the earnings attributable to ordinary sharehelders by the weighted average number of ordinary
shares inissue during the year, exctuding treasury shares and those held in the Severn Trent Employee Share Ownership Trust, which are
treated as cancelled.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive potential
ardinary shares. These represent share options granted ta employees where the exercise price is less than the average market price of the
Company's shares during the period. Potential ordinary shares are not treated as dilutive if their conversion does not decrease earnings per
share or increase loss per share.

Basic and diluted earnings per share are calculated on the basis of profit attributable to the owners of the Company.

The calculation of basic and diluted earnings per share is based an the follewing:

il  Earnings for the purpose of basic and dituted earnings per share

2022 2021

£Em £m

{Loss)/profit for the period (87.2) 212.2

i) Number of shares

2022 2021

Em £m

Weighted average number of ordinary shares fer the purpose of basic earnings per share 247.9 238.1
Effect of dilutive potential ordinary shares:

- share options and LTIPs - 13

Weighted average number of ordinary shares for the purpose of diluted earnings per share 247.9 239.4

Unvested share options and LTIPs have not been treated as dilutive potential ordinary shares in 2022 because their conversion would decrease
luss per share

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022 185



NOTES TO THE GROUP FINANCIAL STATEMENTS

15 Earnings per share [continued)
b)  Adjusted earnings per share

2022 2021

pence pence

Adjusted basic earnings per share 96.9 105.4
Adjusted diluted earnings per share 4.4 1G4.8

Adjusted earnings per share figures exclude the effects of exceptional items, current tax retated to exceptional items, amartisation of acquired

intangible assets, gains/losses on financial instruments, current tax related to gains/losses on financial instruments and deferred tax. The

directors consider that the adjusted figures provide a useful additional indicator of performance. The denominators used in the catculations of
adjusted basic and diluted earnings per share are the same as those used in the unadjusted figures set out above, except that the share options
and LTIPs are treated as dilutive potential ordinary shares because their conversion would decrease adjusted earnings per share. This increases
the weighted average number of shares for the purpose of calculating adjusted diluted earnings per share by 1.4 million to 249.3 million shares.

The adjustments to earnings that are made in calculating adjusted earnings per share are as follows:

2022 2021

£m £m

Earnings for the purpose of basic and diluted earnings per share (87.2) 122
Adjustments for:

- exceptional items before tax - 4.9
- amortisation of acquired intangible assets 21 2.1
- et (gainsl/losses on financial instruments (39.3] 6.2
'~ current tax on net gains/losses on financial instruments (1.4) (2.6}
' deferred tax 366.1 28.2
Earnings for the purpose of adjusted basic and diluted earnings per share 2403 2510
16 Goodwill

2022 2021
£em £m
Caost
At1April and 31 March 94 914
Goodwill relates to specific cash-generating units [CGUst hence no allocation of goodwill is reguired. A summary of the carrying amount of
goodwill by CGU is presented below.
2022 2021
£€m £m
Regulated Water and Waste Water 62.2 62.2
_(.%reen Power 29.2 29.2
N4 9.4

Regulated Water and Waste Water also has an intangible asset with indefinite useful life amounting to £4.3 miltion (2021: £4.3 million). This is

reviewed for impairment as part of the Regulated Water and Waste Water impairment review, set out in note 16lal below.

al  Regulated Water and Waste Water

On 1 July 2018 Instruments of appointments of Severn Trent Water Limited and Hafren Dyfrdwy Cyfyngedig (formerly Dee Valley Water Limited)
were amended to align the areas for which the appointments were made with the national border of Engtand and Wales. As a result, the business
that the goodwill relates to is naw partly in Severn Trent Water and partly Hafren Dyfrdwy and cansequently, this goodwill is allocated to the

Regulated Water and Waste Water cash-generating unit.

The Group has reviewed the carrying vatue of goodwill for impairment in accordance with the policy stated in note 2. The carrying value of the
Regulated Water and Waste Water CGU was determined on the basis of fair value, through a level 3 valuation, less costs to selt.

The fair value, determined using a discounted cash flow calculation for the Regulated Water and Waste Water segment is based on the most

recent financial projections available for the business, which cover the five year period to 31 March 2027.
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16 Goodwill (continued)

al Regulated Water and Waste Water lcontinued]
The key assumptions underlying these projections are the cash flows in the projections and the following:

Key assumption %
Discount rate 5.4
RPI long-term inflation 3.0
CPI long-term inflation 2.0
Growth rate in the period beyond the detailed projections 1.5

The discount rate is an estimate for the weighted average cost of capital at the year end date based on the post-tax WACC detailed in the OFWAT
PR19 final determination. The rate disclosed above is the equivalent pre-tax nominal rate.

Inflation has been included in the detailed projections at 3.0% and 2.0% for RPI and CP! respectively based on the Bank of England’s target rate
for CPI.

Cash flows beyond the end of the five-year period are extrapolated using an assumed real growth rate of 1.5% in the Group’s requlatory capital
base, based on past experience.

The fair value less costs to sell for the CGU exceeded its carrying value by £5,106 million. An increase in the discount rate to 6.4% or a reduction
in the growth rate in the period beyond the detailed projections to 0.7% would reduce the recoverabie amount to the carrying amount of the CGU.

bl Green Power

On 30 Novernber 2018, the Group acquired Agrivert Holdings and its subsidiary undertakings resulting in goodwill of €29.2 mitlion. This goodwill
has been allocated to the Green Powar South cash-generating unit which is determined to be the lowest level of independent cash flows relating
to the goodwill, Green Power South is included within the Green Power part of the Business Services segment,

The Group has reviewed the carrying vatue of goodwill for impairment in accordance with the policy stated in note 2. The carrying value of the
Green Power South CGU was determined on the basis of a value in use calculation.

The value in use determined using a discounted cash flow calculation for the Green Power South CGU is based on the most recent financial
projections available for the business to 2027.

The key assumptions underlying these projections are the cash flows in the projections and:

Key assumption Y%
Discount rate 71
Growth rate in the period beyond the detaited projections 2.0

The discount rate was based on a review of a range of external sources of information about the cost of capital for the Severn Trent energy
business. This rate was then converted to the equivalent pre-tax discount rate disclosed above.

Cash flows beyond the end of the five-year period are extrapolated using an assumed growth of 2.0% in the Group's free cash flows, informed
through external market trends.

The value in use for the CGU exceeded its carrying value by £35.7 million. An increase in the discount rate to 8.7% or reduction in the growth rate
in the period beyond the detailed projections to 0.5% would reduce the recoverable amount to the carrying amount of the CGU.
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17 Other intangible assets

Computer software Capitalised
development QOther
internally costs, patents intangible
generated Purchased and other rights assets Total
£m £m £m £m £m

Cost
At 1 April 2020 2798 152.9 128 358 481.3
Additions 10.8 1.4 - - 22.2
Disposals (8.9) (1.8 - - 110.7)
Transfers from property, plant and equipment 222 - - - 22.2
At 1 Aprit 2021 303.9 162.5 128 358 515.0
Additions 218 145 - - 363
Dispasals - - (12.8] - (12.8)
Net transfers from property, plant and equipment 1.3 3.0 13 - 15.6
At 31 March 2022 337.0 180.0 13 358 554.1
Amortisation
At 1 Aprit 2020 [205.3) (106.4] (12.8) 2.8 (327.5)
Amortisation for the year (20.00 n2.1) - 2.1 (34.2}
Disposals 8.9 1.8 - - 10.7
Aty April 2027 [216.4) [116.9] 12.8) {4.91 (351.0
Amortisation for the year (25.5] 8.7 - 2.1 {36.3)
Dispasals - - 12.8 - 128
At 31 March 2022 [241.9] {125.4) - (7.0 (374.5)
Net book value
At 31 March 2022 95.1 54.4 1.3 288 179.6
At 31 March 2021 87.5 45.6 - 0.9 164.0

Other intangible assets include the instrument of appeintment acquired with Dee Valley Water and customer contracts and erergy subsidy

contracts both acquired with Agrivert. The instrument of appeintment has an indefinite useful life and as such the carrying value has been

included in the impairment assessment performed for the Regulated Water and Waste Water CGU described in note 16. As at 31 March 2022

nil impairment was recorded [2021: nit).
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Land and Infrastructure Fixed plant Moveable Assets under
buildings assets andeguipment plant construction Tatal
£m £m £m €m £m £m
Cost
At 1 April 2020 3,754.1 5.497.7 4,340.7 47.2 14928 15,1525
Additions 121.6 108.9 226.0 6.4 196.5 659.4
Transfers on commissioning 144.4 166.6 25681 25 (571.6) -
Transfers to intangible assets - - - - [22.2] [22.2}
Disposals (5.1 - (32.0) 38 02 (41.1}
At 1 Aprit 2021 4,115.0 5,773.2 47928 723 1,099.3 15,748.6
Additions 59.1 136.4 132.9 0.7 385.2 T14.3
Transfers on commissioning 1315 97.0 313.3 123 554.1) -
Net transfers to intangible assets - - - - {15.6) (15.4]
Disposals (3.9] - {8.6] [4.9) 3.0 (20.4
At 31 March 2022 4,201.7 6,006.6 5,230.4 80.4 907.8 16,426.9
Depreciation
At 1April 2020 (1,451.9) (1,393.51 (2.690.6} (36.0) - (5571.7)
Charge for the year (95.7) (41.1) (199.5] (5.7) - {342.0)
Disposals 50 - 320 3.3 - 403
At 1 April 2021 [1,642.2) (1.434.7} (2,858.1} (38.4) - (5.873.4)
Charge for the year (100.9) [40.7] [(212.7) (7.2) - (361.5)
Disposals 35 - 83 4.6 - 164
At 31 March 2022 (1,639.6) (1,475.4) (3,062.5) (41.0) - 16,218.5)
Net book vatue
At 31 March 2022 2,562.1 4,531.2 2,167.9 39.4 907.8 10,208.4
At 31 March 2021 24728 4,338.5 1,934.7 339 1,095.3 9.875.2
Additions include assets transferred from developers at no cost, which have been recognised at their fair value af £6%.0 million
{2021: £44.9 millien].
The net beok value of land and buildings is analysed as follows:
2022 2021
£m Em
Freehold 2,541.8 24725
Short leasehold 0.3 03
2,562.1 24728
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19 Leases

al TheGroup's leasing activities
The Group leases various properties, equipment and vehicles. Lease agreements are typically made for fixed periods of up to 999 years but may
have extension options as described in note 2.

Lease contracis are negotiated on an individual basis and include a wide range of terms and conditions. The contracts do not include covenants
other than security interests in the leased assets that are held by the lessor and leased assets may not be used as security for other borrowing.
The contracts do not impose any restrictions on dividend payment, additional debt or further leasing. There were no sale and leaseback
transactions in the period.

bl Income statement
The income statement includes the following amounts retating to leases:

2022 2021
£m Em
Depreciation charge of right-of-use assets:
Land and buildings 14 1.3
Infrastructure assets 1.1 1.2
Fixed plant and equipment 0.2 0.4
Moveable plant 1.1 6.7
Total depreciation of right-of-use assets 38 34
Interest expense included in finance cost 40 43
Expense relating to short-term leases included in operating costs 0.5 1.0
Expense relating to leases of low value assets included in operating costs 0.1 0.4
c] Balance sheet
The balance sheet includes the following amounts relating to ieases:
2022 2021
£m £m
Right-of-use assets:
Land and buildings 12.3 11.8
Infrastructure assets 1M11.5 1M2.4
Fixed plant and equipment 41 43
Moveable plant 2.0 2.1
129.9 1308

Additions to right-of-use assets were £4.2 million (2021: £5.6 million). Disposals were £0.2 million {2021: nil). Extension of lease terms during the
year has resulted in a reduction in dilapidation provisions included in right-of-use assets of £1.1 million (2021: nil].

2022 2021
£m £m

Lease liabilities:
Current 71 7.7
Non-current 110.3 113.6
117.4 121.3
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cl Balance sheet (continued]
Obligations under lease liabilitics were as follows:

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS

DTHER INFORMATION

2022 2021

£m £m

Within 1 year 11.0 13.2
1-2years 1.2 9.8
2 ~5years 35.5 324
After more than Syears 95.0 100.7
Gross obligatiens under leases 152.7 156.1
Less future finance charges (35.3) (34.8)
Present value of lease obligations 117.4 121.3

Net obligations under leases were as follows:

2022 2021

£m £m

Within 1 year 7.1 7.7
1-2years 74 6.3
2 -5years 25.9 229
After more than b years 770 84.5
Included in non-current liabilities 110.3 113.7
117.4 121.3

dl  Cashflow

The total cash outflow for leases in the year was £16.1 million [2021: £9.9 million) which consists of £4.0 million (2021: £4.3 millien] repayments
of interest and £12.1 million [2021: £5.6 million] repayment of principal elements. This is included in financing cash flows.

20 Interests in joint venture

Particulars of the Group’s principal joint venture undertaking at 31 March 2022 were:

Name

Type

Country of Class of share
incerporation

Propartion of
capital held ownership interest

Water Plus Group Limited

Joint venture

Great Britain Ordinary B

50%

Water Plus is the largest business retailer in the nen-household retail water market in England and Scotland. Its principal activities are core
retail services including billing, meter reading, call centre support and water efficiency advice as well as key account management services and

value added solutions.

Water Plus competes in England and Scotland for customers ranging from small and medium-sized enterprises through to large corporate

entities in both the private and public sectors.

Movements in the investment were as follows:

2022 2021

€m Em

Carrying value of joint venture investment at 1 April - -
Reclassification on subscription for equity 18.7 -
RCF reclassified as additional long-term investment - 325
Group's unrecognised losses after tax frem prior year - 4.9}
Group's share'of loss after tax and comprehensive loss (2.2) (8.9
As at 31 March 168 18.7
Amount included in long-term loans and receivabies - (18.7]
Carrying vatue of joint venture investment at 31 March 165 -
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20 Interests in joint ventures (continued)

On 23 Aprit 2021, the Group extinguished the £32.5 milticn Revolving Credit Facility [RCF 7 previously extended to Water Plus, and replaced this
with a subscription for £32.5 million of equity shares in Water Plus Group Limited at par. The carrying value of the loan receivable was
reclassified to investment in joint venture. In the prior year, the classification of the loan to Water Plus as a non-current loan receivable which
formed part of the Group's net investment in Water Plus was disclpsed as a critical accounting judgment. Following the subscription for equity
shares, this is ne longer considered a key judgment for the Group.

During the current year, the Group has recognised its share of Water Plus’s losses of €2.2 million against the value of the investment.

As at 31 March 2022 and 2021 the joint venture did not have any significant contingent liabilities te which the Group was exposed and, other than
those set out below, the Group did not have any significant contingent liabilities in relation to its interests in the joint venture. The Group had no
capital commitments in relation toits interests in the joint venture at 31 March 2022 or 2021.

The Company has given guarantees in favour of Water Plus Limited in respect of the joint venture’s liabilities to wholesalers in the Open Water
market. The guarantee is capped at £54.1 mitlion {2021: £54.1 million].

The registered office of Water Plus Group Limited is South Court Riverside Park, Campbell Road, Stoke-On-Trent, United Kingdom, ST4 4DA.

Balance sheet and income statement extracts can be found below for Water Plus:

2022 2021
At 31 March £m £m
Non-current assets 41.6 27.6
Current assets’ 3567.3 263.6
Current liabilities? {154.5] {55.2)
Non-current liabitities? (241.4) (284.4)
Net assets/liabilities 13.0 (48.4)
1 Includes cash of £24.4 million (2021: £20.3 million}
2 Includes current financral lisbilities lexcluding trade and other payables and provisicns) of £0.1 million [2021: nil}
3 Includes nen-current financial Liabilities of £740.3 millien (2021: £282.9 million]

2022 2021
Far the year ended 31 March £m £m
Revenue 750.9 722.6
Depreciation and amortisation (6.6] 53]
Finance income 4.0 32
Finance casts (7.7 [8.5)
Tax credit 4.2 22
Loss for the year (3.5 7.7
Comprehensive loss for the year (35 (17.7)
The below shows a reconciliation from the net assets/liabilities of Water Plus to the carrying vatue as above:

2022 2021

£m £m

Net assets/{liabilities] of Water Plus at 31 March 13.0 {48.4]
Severn Trent's share of net assets/[liabilities] 45 (265
Water Plus financial liabilities classified as part of net investment in joint venture 9.8 234
Other 02 0.6
Carrying value of joint venture investment at 31 March 165 -

The net assets/labilities position of Water Plus is deryved from the best information available at the time the financial statements of the Group
are approved. The impact an the Group of any subsequent changes in the net assets/liabilities of Water Plus will be reflected in the financial
statements prepared to 31 March 2023.
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2022 2021
Naote £m Em
Fair value thraugh profit and loss
Cross currency swaps - not hedge accounted 13.7 16.0
Interest rate swaps - not hedge accounted 29 -
16.6 16.0
Derivatives designated as hedging instruments
Cross currency swaps - fair vatue hedges t4.6 16.5
Energy hedges - cash flow hedges 27.5 8.4
422 249
Total derivative financial assets 58.8 409
Financial assets at amortised cost
Trade receivables 22 217.7 207.8
Accrued income 22 278.2 219.0
Other amounts receivable 22 58.8 459
Loan receivable from joint venture 22 79.6 84.0
Short term deposits 23 75.0 -
Cash at bank and in hand 23 40.4 56.2
Total financial assets at amortised cost 749.7 612.9
Total financial assets 8085 653.8
Disclosed in the balance sheetas:
Non-current assets
Derivative financiat assets N2 371
Trade and other receivables 6.7 10.6
Loan receivable from jeint venture 79.6 84.0
117.5 131.7
Current assets
Derivative financial assets 2746 38
Trade and other receivables 548.0 462.1
Cash and cash equivalents 1154 56.2
691.0 522.1
808.5 653.8
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22 Trade and other receivables

- 2022 2021
£m £m
Current assets

Net trade receivables 217.7 2078
Other amounts receivable 52.1 35.3
Contract assets 39.9 38.2
Prepayments 18.5 14.9
Netaccrued income 278.2 219.9
606.4 515.2

Non-current asseis
Other amounts receivable 6.7 10.6
Prepayments 5.8 69
Loan receivable from joint venture 79.6 84.0
92,1 101.5
698.5 616.7

Prepayments includes unamortised success fees paid as a result of winning the MOD contract [see note 6) amounting to £4.8 million
[2021: £5.3 million]. The costs are being amortised on a straight line basis over the life of the contract.

The carrying values of trade and other receivables are reasonable approximations of their fair values.

a)] Creditrisk

[i]  Trade receivables and accrued income

Credit controt policies and procedures are determined at the individual business unit level. By far the maost significant business unit of the Group
is Severn Trent Water Limited, which represents ?1% of Group turnover and 92% of net trade receivables. Severn Trent Water has a statutory
obligation to provide water and waste water services to domestic custemers within its region. Therefore there is no concentration of credit risk
with respect toits trade receivables from these services and the credit quality of its customer base reflects the wealth and prosperity of all of
the domestic households within its region.

tn the current and prior year, the Group's joint venture, Water Plus, was the largest retailer for non-domestic customers in the Severn Trent
region. The {rade receivables and amounts shown as loans receivable from joint ventures are disclosed within note 42, Related party transactions.
Credit risk is considered separately for trade receivables due from Water Plus and is considered immateriat as amounts outstanding are paid
within 30 days.

The Group applies the IFRS ¢ simplified approach to measuring expected credit losses, which uses a lifetime expected credit [oss allowance for
all trade receivables, cantract assets and accrued incame.

A collective provision is recorded for expected credit losses against assets for which no specific provision has been made. Expected credit losses
for trade receivables are based on the historical credit losses experienced over the last nine years and reasonable forecasts of the future impact
of external economic factors on the Group's collection of trade receivables.

Debts are written off when there is no realistic expectation of further collection and enforcement activity has ceased. There were no amounts
outstanding on receivables written off and still subject to enforcement activity [2021: nill.

fii} Contractassets
The contract assets represent the Group's right to receive consideration from the MOD for services provided. On that basis the Group considers
that the credit risk in relation to these assets is immaterial and therefore no provision for expected credit losses has been recognised [2021: nil}.

liiil Loan receivable from joint venture
As well as trade receivables from Water Plus the Group has advanced leans to its joint venture. These loans are assessed for impairment under
the two stage impairment modelin IFRS 9.
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22 Trade and other receivables [continued)

b) Expected credit loss allowance

lil  Trade receivables and accrued income

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

The expected credit loss at 31 March 2022 and 2021 was as set out below. The expected loss rate disclosed is calculated as the expected loss on
the total amount originally billed for each age category.

Expected Gross carrying

Loss  Netcarrying

lossrate amaount allowance amount

2022 % £m £m £m
Not past due 4 333.1 (1.7 321.4
Upto 1 year past due 25 93.8 (23.1) 70.7
1 - 2years past due 39 63.3 (24.6) 38.7
2 - 3yedrs pasl due 43 3%.0 167 22.3
3 - 4years past due 55 32.2 (17.6] 14.6
4 - Byears past due 49 26.2 (128} 13.4
5 - b years past due 54 16.2 {8.7) 75
6 - 7 years past due 63 1.2 {7.1 4.1
7 - Byears past due &9 7.4 (5.1 23
8 -9 years past due 73 33 [2.4) D9
Mare than 9 years past due 100 5.2 (5.2) -
630.9 (135.0) 495.9

Expected Gross carrying

Loss Net carrying

loss rate amount allowance amount

2021 % Em Em £m
Not past due 5 285.1 [14.4) 270.7
Up to 1 year past due 29 85.1 [24.8) 60.5
1 - 2years past due 45 57.4 (25.7) 3.7
2 - 3years past due 49 43.2 (21.2) 22.0
3 - Lyears past due 47 329 (15.4) 17.5
4 - Syears past due 49 221 [(10.8) 1.3
5 - byears pastdue 62 16.2 (10.0) 6.2
6 - 7 years past due 62 104 (6.6) 4.0
7 - Byears past due 61 49 (3.0) 1.9
8 - 9 years pastdue b4 238 1.8) 1.0
More than ¢ years past due 100 3.6 {3.8) -
563.9 [137.1] 426.8
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22 Trade and other receivables [continued)
bl Expected credit loss allowance [continued)

i) Trade receivables and accrued income [continued)
Movements on the expected credit loss allowance were as follows:

2022 2021

£m £m

At 1 April 1371 141.7
Charge for bad and doubtful debts 24.6 400
Amounts written off during the year (26.7) [44.6)
At 31 March 135.0 1371

(il Loan receivable from joint venture

In previous years, the Group has determined that there has been a significant increase in the credit risk since inception relating to its loans
receivable of £80.7 mitlion (2021: £85.3 millien) from Water Plus, in the light of significant losses incurred by Water Plus. Following continued
losses from Water Plus in the current year, the Group determines that there continues to be an increase in credit risk since inception on the loan
receivable balance from Water Plus, albeit at a reduced level to the prior year. The Group has therefore assessed the lifetime expected credit
loss of its loans to Water Plus at 31 March 2022 [2021: lifetime expected credit loss] based on Water Plus’s financial projections, taking into
account the expected impact of COVID-19 in more than one scenario, as this is considered to be reasonable and supportable forward-looking
information. The Group has reduced the expected credit loss provision to £1.1 mitlion [2021: £1.3 million] resulting in a net loan receivable of
£79.6 million [2021: £84.0 mitlion].

23 Cash and cash equivalents

2022 2021

£€m Em

Cash at bank and in hand 40.4 56.2
Short term deposits 75.0 -
115.4 56.2

£24.6 million [2021: £22.1 million) of cash at bank and in hand is restricted for use on the MOD contract and €£0.5 million {2021: £0.3 miltion] is
held as security for insurance obligations. Neither are available for use by the Group.

24 Borrowings

2022 2021
£m £m
Current liabilities

Bank overdraft 7.7 122
Bank leans 3.7 232.0
Other loans 346.7 251.2
Lease liabilities 7.1 7.7
365.2 503.1

Non-current liabilities
Bank loans 778.8 7791
Other loans 5,476.8 52201
Lease liabilities 110.3 113.6
6,365.9 61128
6,731.1 66159

See note 35 for details of interest rates payable and maturity of borrowings.
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25 Categories of financial liabilities

OTHER INFGRMATION

2022 2021
MNote £m Em
Fair vatue through profit and loss
Interest rate swaps - not hedge accounted 37.0 64.0
Inflation swaps - not hedge accounted 37 321
40.7 96.1
Derivatives designated as hedging instruments
Cross currency swaps - fair value hedges - 0.6
Interest rate swaps - cash flow hedges 2.6 30.2
2.6 30,8
Total derivative financial liahilities 433 126.9
Other financial Liabilities
Borrowings 24 67311 6,619.9
Trade payables 26 89.1 408
Other payables 26 134 8.7
Total ather financial liabilities 6,833.4 6,665.4
Total financial liabilities 6,876.9 67923
Disclosed in the balance sheet as:
Non-current Liabilities
Derivative financial liabilities 43.3 126.9
Borrowings 6,365.9 61128
6,409.2 6,239.7
Current liabilities
Berrowings 365.2 503.1
Trade payables 89.1 408
Other payables 13.4 87
4617 552.6
6,876.9 4,792.3
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26 Trade and other payables

2022 2021
Em Em
Current liabilities
Trade payables 891 40.8
Social security and other taxes 1.1 7.6
Gther payables 13.4 8.7
Accruais 5124 484.9
Deferred income 29.5 15.1
4655.5 557.1
Non-current liabilities
Accruals 10.1 6.3
Oeferred income 1,323.9 1,244.0
1,334.6 1,250.3
1,989.5 1,807 4
Movements in the deferred income balance are set out in note 4 to the financial statements.
27 Deferred tax
An analysis of the movements in the major deferred tax {iabilities and assets recognised by the Group is set out betow:
Retirement Fair value of
Accelerated tax benetit financial
depreciation obligations  instruments Other Total
£m £m £m £m £m
At 1 April 2020 950.3 (2.9 (48.3i 20 9011
Charge/(credit] to income 218 59 1.4 (091 28.2
Charge/lcredit to equity - (30.8) 19 0.4} (23.3)
AL Aprit 2021 9721 {27.8] {39.0 0.7 9060
Charge/lcredit) to income 57.8 9.6 11.5 (6.6} ny
Charge/lcredit] to income arising from rate change 307.0 2.6 [10.51 05 294.4
Charge/lcredit) to equity - 471 14.7 (4.9] 56.9
Credit to equity arising from rate change - (6.2) (1.8 {0.4) {8.4)
At 3% March 2022 1,336.9 19.5 (25.1) {10.7} 13204

Deferred tax assets and liabilities have been offset. The offset amounts, which are to be recovered/settled after more than 12 months, are as follows:

2022 2021

£m £m
Deferred tax asset [35.8] (66.8]
Deferred tax Liability 1,345.7 972.8
1,320.6 906.0

Deferred tax is provided at the rate that is expected to apply when the asset or Liabitity is expected to be settled. On 3 March 2021, the UK Government
announced an increase in the rate of corparation tax from 19% to 25%, effective 1 April 2023. Deferred tax assets and liabilities were therefore
remeasured at 1 April 2021 at the new rate af 25%. This resulted in an exceptional deferred tax charge in the income statement of £294.4 million
and a credit to reserves amounting to £8.4 millien.

198 SEVERN TRENTPLC ANNUAL REPORT AND ACCOUNTS 2022



STRATEGIC REPORT GOVERNANCE REPORT GROUP FINANCIAL STATEMENTS COMPANY FINANCIAL STATEMENTS CTHER INFORMATION

28 Retirement benefit schemes
al Defined benefit pension schemes

(il Background .

The Group operates a number of defined benefit pension schernes. The Severn Trent Pension Scheme and the Severn Trent Mirror Image
Pension Scheme closed te future accrual on 31 March 2015, while the Dee Valley Water Limited Sectien of the Water Companies Pension
Scheme, which is a sectionalised scheme, currentiy remains open to accrual. The defined benefit pension schemes cover increases in accrued
benefits arising from inflation and pension increases. Their assets are held in separate funds administered by trustees. The trustees are
required to act in the best interests of the schemes’ beneficiaries. A formal actuarial valuation of each scheme is carried out on behalf of the
trustees at triennial intervals by an independent professionally qualified actuary. Under the defined benefit pension schemes, members are
entitled to retirement benefits calculated by reference to their pensionable service and pensionable salary history, with inflationary penston
increases applied in line with the scheme rules.

The defined benefit pensicn schemes and the dates of their last completed formal actuarial valuations as at the accounting date are as follows:

Date of last formal
actuarial valvation

Severn Trent Pension Scheme [STPSI* 31 March 2019
Severn Trent Mirror Image Pension Scheme [STMIPS] 31 March 2019
Water Companies Pension Scheme - Dee Valley Water Limited Section [DVWS] 31 March 2020

*  TheSTPSis by farthe largest of the Group's UK defined benefit schemes, comprising aver 90% of the Group’s overall defined henefit chligations.

The next scheduled formal actuarial valuation of the STPS and STMIPS defined benefit pension schemes are being carried out as at 31 March
2022_These will be completed during the financial year ending 31 March 2023.

On 29 June 2021, the Group completed the bulk annuity buy-in of the Severn Trent Mirror Image Pension Scheme [STMIPS'). As a result of the
buy-in, whilst the legal obligation to pay the employee benefits directly as they fall due remains with the Group, the right to reimbursement of
such amounts to the Group has been obtained under the insurance policy.

il  Amountincluded in the balance sheet arising from the Group's obligations under the defined benefit pension schemes

2022 2021
£m Em
Fair value of assels 2,659.4 2,600.4
Present value of the defined benefit obligations (2,787.4) (2,968.1)
(128.0) (367.7)
Presented on the balance sheet as:
Retirement benefit obligation - funded schemes in surplus 17.5 17.1
Retirement benefit obligation - funded schemes in deficit £137.8) (376.5)
Retirement benefit obligation - unfunded schemes (7.9 (8.3)
Retirement benefit obligation - total (145.5) (384.8]
Net retirement benefit obligation (128.0) (367.7)
2022 2021
STPS,STMIPS, and DYWS £m €m
Fair value of scheme assets
Equities 4781 4933
Annuity policies' 104.6 -
Carporate bonds 953.0 1,047.5
Liability-driven investment funds ['LDI's} 642 .4 629.9
Property 2968 255.1
Buy and maintain credit 225 -
High-yield bonds 258 28.4
Cash 136.2 146.2
2,659.4 2,600.4

1 InJuty 2021, the STMIPS Trustees completed the purchase of a bulk annuity contract with JUST, an insurance company, to secure the benehits of all members of the MIPS. The Trustees
continue to pay benefits to members as before the transaction, but these cash flows are now matched exactly by income from JUST.
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28 Retirement benefit schemes {continued)

(il Amountincluded in the balance sheet arising from the Group's obligations under the defined benefit pension schemes [continued)

Most of the assets have quoted prices in active markets, but there are equities, annuity policies, corporate bonds and LD investments which are
unguoted amounting to £496.0 million.

Maovements in the fair value of the scheme assets were as fellows:

2022 2021
£m Em
Fair value at 1 April 2,600.4 24141
Interest income on scheme assets 328 573
Contributions from the sponsoring companies 61.9 381
Return on plan assets lexcluding amounts included in finance incame) 48.9 2127
Scheme administration costs 3.8 (3.9
Benefits paid 1208 (1179
Fair value at 31 March 26594 2,600.4
Movements in the present value of the defined benefit obligations were as follows:
2022 2621
£m £m
Present value at 1 April (2,968.1) {2,648.1)
Service cost {0.2) 0.2
Past service cost - {0.3)
Interest cost {59.5) 162.7)
Actuarial gains arising from changes in demographic assumptions 5.6 33.9
Actuarial gainsfllesses) arising from changes in financial assumptions 1929 (639.7}
Actuarial [losses)/gains arising from experience adjustments (78.9 31
Benefits paid 1208 117.9
Present value at 31 March {2,787.4) (2,968.1)

The Group has an obligation to pay pensions to a number of former employees, whose benefits would otherwise have been restricted by the
Finance Act 1989 earnings cap. Provision for such benefits amounting ta £7.9 million [2021; £8.3 million) is included as an unfunded scheme
within the retirement benefit obtigation.

The Group has assessed that it has an unconditional right to a refund of any surplus assets in each of the Schemes following settlement of all
obligations to scheme members and therefore the surplus in DVWS has been recognised in full.
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28 Retirement benefit schemes (continued)

(iii}  Amounts recognised in the income statement in respect of these defined benefit pension schemes

2022 2021
£m £m
Amounts charged to operating costs:
Current service cost (0.2) 0.2)
Past service cost - 03]
Scheme administration costs (3.8) 3.9
(4.00 {6.4)

Amounts charged tofinance costs:
Interest cost (59.5) 62.7}

Amounts credited to finance income:

Interest income on scheme assets 52.8 57.3

Total amount charged to the income statement (10.7) (9.8]

The actual return on scheme assets was a gain of £121.7 million (2021: gain of £270.0 million).

Actuarial gains and losses have been reported in the statement of comprehensive income.

livl Actuarial risk factors
The schemes typically expose the Group to actuarial risks such as investment risk, inflation risk and longevity risk.

tnvestment risk

The Group’s contributions to the Schemes are based on actuarial calcutations which make assumptions about the returns expected from the
Schernes” investments. If the investments underperform these assumptions in the long term then the Group may need to make additional
contributions to the Schemes in order to fund the payment of accrued benefits.

Each Scheme’s investment strategy seeks to balance the level of investment return sought with the aim of reducing volatility and risk. In
undertaking this approach, reference is made to both the maturity of liabilities and the funding level of that Scheme. A number of further
strategies are employed to manage underlying risks, including liability-matching asset strategies, diversification of asset portfolios and interest
rate hedging.

Currently the STPS and DVWS have a balanced approach to investment in equity securities, debt instruments and real estates, Due to the
long-term nature of the Scheme liabilities, the Group and the STPS Trustees consider it appropriate to invest a portion of the Scheme assetsin
equity securities and in real estate to leverage the return generated by the fund. The STMIPS is now prirmarily invested in a bulk annuity insurance
contract with JUST with a small restdual amount rematining in cash.

Inflation risk

The benefits payable ta members of the schemes are linked to inflation measured by the RPI or CPI, subject to caps. The Group’s contributions to
the schemes are based on assumptions about the future tevel of inflation. If inflation is higher than the tevels assumed in the actuarial calculations
then the Group may need to make additional contributions to the schemes in order to fund the payment of accrued benefits.

The schemes use LDIs within the asset portfolios to hedge against the value of liabilities changing as a result of movements in long-term interest
rate and inflation expectations. This structure allows the schemes to both hedge against these risks and retain capital investment in assets that
are expected to generate higher returns.

Longevity risk

The Group's contributions to the schemes are based on assumptions about the life expectancy of scheme members after retirement. If scheme
members live longer than assumed in the actuarial calculations then the Group may need to make additional contributions to the schemes in
order to fund the payment of accrued benefits.
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28 Retirement benefit schemes [continued)

[vi Actuarial assumptions
The major financial assumptions used in the accounting valuation of the obligations for the STPS which represents by far the largest defined
benefit obligation for the Group were as follows:

2022 2021

Y% pa % pa
Price inflation - RP1 3.4 3.2
Price inflation - CPI e 228 24
Discount rate 28 2.0
Pension increases in payment 3.6 32
Pension increases in deferment 3.6 32

The assumption for RPI price inflation is derived from the difference between the yields on longer term fixed rate gilts and on index-linked gilts.
RPlis expected to be more closely aligned with CPI from 2030 onwards, which is reflected in the correspending assumption for CPlinflatien.

In setting the discount rate, we construct a yield curve. Short-dated yields are taken from market rates for AA corporate bonds. Long-dated
yields for the curve are based on the average yield available on all long-dated AA corporate bonds. We project the expected cash flows of the
schemes and adopt a single equivatent cash flow weighted discount rate taking account of the constructed yield curve.

The mortality assumptions are based on those used in the latest triennial funding valuation of the STPS. The mortality assumptions adopted at
the year end for accounting purposes and the life expectancies at age 65 implied by the assumptions are as follows:

2022 2021

Men Women Men Women
Mortality table used S3IPMA_L S3PFA_M S3PMA_L S3PFA_M
Mortality table compared with standard tabte 112% 95% 112% 95%
Mortality projections CMI 2021 CMi 2021 CMI 2020 CMi 2020
Long-term rate of future improvement per annum 1.0% 1.0% 1.0% 1.0%
Weighting factor given to data for 2021 (2020 20% 20% 20% 20%
Remaining life expectancy for members currently aged 65 (years] 218 237 218 23.6
Remaining life expectancy at age 465 for members currently aged 45 (years} 22.7 248 22.7 248

The calculation of the scheme obligations is sensitive to the actuarial assumptions and in particular to the assumptions relating to the discount
rate, price inflation {capped, where relevant} and mortality. The following table summarises the estimated impact on the Group's obligations
from changes to key actuarial assumptions whilst holding all other assumptions constant.

Assumption Change in assumption impact on disclosed obligations

Discount rate’ Increase/decrease by 0.1% pa Decrease/increase by £42/£43 million
Price inflation? Increase/decrease by 0.1% pa Increase/decrease by £36/£35 million
Mortality? Increase in life expectancy by 1 year Increasefdecrease by €112 million

1 Achange in discount rate s likely ta occur as a result of changes in bond yields and as such would be expected to be offset to a significant degree by 3 change in the value of the band
assels held by the schemes.

2 The projected impact resulting from a change in RPireflects the underlying effect on pensions in payment, pensions in deferment and resultant pension increases, This would be
expected to be offset by returns on LOT assets within the asset portfolios used to hedge against the value of Labilities, as set out in the inflation risk section of note 28(wl.

3 Thechangeinthis assumption is based on triennal valuations and refiect the fact that hife expectancy rates might increase.

In reality, interrelationships exist between the assumptions, particularly between the discount rate and price inflation. The above analysis does
not take inta account the effect of these interrelationships. Also, in practice any movements in obligations arising from assumption changes are
likely to be accompanied by movements in asset values - and so the impact on the accounting deficit may be lower than the impact on the
obligations shown above.

In presenting the above sensitivity analysis, the present value of the defined benefit obligation has been calculated using the projected unit credit

method at the end of the reporting period, which is the same as that applied in calculating the defined benefit obligation liability recognised in the
balance sheet.
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28 Retirement benefit schemes (continued}

vi} Effect on future cash flows
Contribution rates are set in consultation with the trustee for each scheme and each participating employer.

The average duration of the benefit obligation at the end of the year is 16 years for STPS and STMIPS (2021: 17 years} and 14 years far DVWS
(2021: 15 years).

The most recent completed formal triennial actuarial valuations and funding agreements were carried out as at 31 March 2019 for the STPS and
STMIPS schemes and 31 March 2020 for DVWS. As a result of the STPS and STMIPS actuarial valuations, annuat deficit reduction contributions
of £32.4 million, increasing in line with CPI inflation untit 31 March 2027, were agreed for the STPS.

Payments of £8.2 million per annum through an asset backed funding arrangement will also continue to 31 March 2032 for the STPS. Further
inflation linked payments of £15.0 million per annum are being made through an additional asset backed funding arrangement, with payments
having started in the financial year ending 31 March 2018 and continuing to 31 March 2031. These contributions will cease earlier should
asubsequent valuation of the STPS show that these contributions are no longer needed.

bl Defined contribution pension schemes
The Group also operates the Severn Trent Group Personal Pension, a defined centribution scherne, for its UK employees.

The total cost charged to operating costs of £28.1 million (2021: £26.3 million] represents contributions payable to these schemes by the Group at
rates specified in the rules of the schemne. As at 31 March 2022, no cantributions [2021: nill in respect of the current reporting period were owed
to the schemes.

Hafren Dyfrdwy operates two defined contribution pension schemes, neither of which were material in either the current or prior year.

29 Provisions

Insurance Regulatory Dther Total
£m £m £tm £m
At 1 Aprit 2021 18.9 78 16.5 43.2
Charged to income statement 10.2 - 4.6 14.8
Other net additions - 15.3 -~ 15.3
Utilisation of provision 9.3 - (3.0 (12.3]
Unwinding of discount - - 04 0.4
Dilapidations remeasurement on lease extension - - 1.1 (1.1
At 31 March 2022 19.8 231 17.4 60.3
2022 2021
£m £m
Included in:
Current liabilities 384 18.0
Nen-current liabilities 21.9 252
403 43.2

Insurance includes provisions in respect of Lyra Insurance Guernsey Limited, a captive insurance company and a wholly owned subsidiary of the
Group, and insurance deductions in Severn Trent Water Limited. The associated outflows are estimated to arise over a period of up to five years
from the balance sheet date.

Regulatory cornprises provisions for works in response to legatly enforceable undertakings to regulators. The associated outflows are estimated
to arise over a period of up to five years from the balance sheet date.

Other provisions include provisions for dilapidations, commerciat disputes, either from centinuing or discontinued aperations, and potential
environmental claims. The associated outflows are estimated to arise over a peried up to ten years from the batance sheet date.
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30 Share capital

2022 2021
£€m £m

Total issued and fully paid share capital
253,410,074 ordinary shares of 97 "fsp [2021: 242,259,842] 2481 237.2

At 31 March 2022, 3,114,579 treasury shares (2021: 3,376,054) were held at a nominal value of £3,051,131 (2021: £3,304,979).

0On 25 May 2021 the Company issued 10,420,000 ordinary shares of $7"/isp at 2,400p per share, through a placing, raising £245.3 million net of
issue costs.

Changes in share capital were as follows:

Number £m
Ordinary shares of 97 "/isp
At 1 April 2020 241,537,324 2365
Shares issued under the Employee Sharesave Scheme 722,538 0.7
At 1 April 2021 242,259.862 237.2
Shares issued under the Employee Sharesave Scheme 730,212 0.7
Shares issued from equity placing 10,420,000 10.2
At 31 March 2022 253,410,074 2481
31 Share premium
2022 2021
£m Em
At 1 April 148.1 137.0
Share premium arising on issue of shares for Employee Sharesave Scheme 1.2 1.4
Share premium arising from equity placing 235.1 -
At 31 March 394.4 148.1
32 Other reserves
Capital
redemptian Hedging
reserve reserve Totat
£m £m £m
At 1 April 2020 1571 [89.2) 67.9
Total comprehensive income for the year - 33.8 338
At 1 April 2021 1571 155.4] 101.7
Total comprehensive income for the year - 46.7 46.7
At 31 March 2022 157.1 8.7 148.4

The capital redemption reserve arose on the redemption of B shares.

The hedging reserve arises from gains or losses on interest rate swaps and energy swaps taken directly to equity under the hedge accounting
provisions of IFRS 7 and the transition rules of IFRS 1.
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33 Capital management .
The Group's principal objectives in managing capitat are:

- tomaintain a flexible and sustainable balance sheet structure;

- to maintain an investment grade credit rating;

- toaccess a broadrange of sources of finance to obtain both the quantum required and lowest cost compatible with the need for
continued availability:

- tomanage exposure 1o movements in interest rates to provide an appropriate degree of certainty as to its cost of funds;

- to minimise exposure to counterparty credit risk; and

- to pravide the Group with an appropriate degree of certainty as to its foreign exchange exposure.

The Group seeks to achieve a balance of long-term funding or commitment of funds across a range of funding sources at the best possible
economic cost. The Group monitors future funding requirements and credit market conditions to ensure continued avaitability of funds.

The Group has continued to monitor market conditions and reduce its expesure to floating interest rates debt, which camprises 4% (2021: 8%]
of our gross debt partfolio at the balance sheet date, with a further 27% [2021: 25%) of index-linked debt and 6%% (2021: §7%) of fixed rate debt.

Exposure to credit risk [excluding credit risk relating to amounts receivable from contracts with customersl is set outin note 35 b).
Foreign exchange risk is set out in note 35 a) [ii).

At 31 March 2022 the Group had the following credit ratings:

Standard and

Moody's Poor's

Severn Trent Pl Baaz BBB
Severn Trent Water Baa1l 8BB+

The ratings were stable.

Akey metric in measuring financial sustainabitity and capital efficiency for companies in the water sector is RCV gearing. This is measured as
net debt divided by Requlatory Capital Value (RCV). The Group aims to maintain its RCV gearing ratio close to the Ofwat assumption at the Price
Review [60% for AMP 7). At 31 March 2022 the Group's RCV gearing ratio was 63.7% (2021: 67.6%) and Requlated gearing was 59.5%

(2021: 64.5%].

The Group's dividend policy is a key tool in achieving its capital management abjectives. This policy is reviewed and updated in line with Severn
Trent Water's five year price control cycle and takes into account, inter alia, the planned investment programme, the appropriate gearing level
achieving a balance between an effictent cost of capital and retaining an investment grade ¢redit rating and delivering an attractive and sustainable
return to shareholders. The Board has decided to set the 2021/22 dividend at 102.14 pence, an increase of 0.6% compared to the total dividend
for 2020G/21 of 101.58 pence. Our policy is to grow the dividend annuatly at no tess than CPIH until March 2025.

The Group's capital at 31 March was:

2022 2021

£m £m

Net cash and cash equivalents 107.7 440
Bank loans {782.5) (1.011.1)
Other loans (5,823.5) (5.471.3]
Lease liabilities (117.4) (121.3)
Cross currency swaps 283 319
Loans receivable from joint venture 79.6 84.0
Net debt (6,507.8) (6,443.8}
Equity attributable fo owners of the cornpany (1,263.9 (1.138.7]
Total capital (7,771.70 (7,582.5}
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34 Fair values of financial instruments

al  Fair value measurements

The valuation techniques that the Group applies in determining the fair values of its financial instruments on a recurring basis are described
betow. The techniques are classified under the hierarchy defined in [FRS 13 which categorises valuation techniques into Levels 1 -3 based on
the degree to which the fair value is ohservable. The Group's valuation technigues are Level 2 unless otherwise stated below:

2022 2621
£m €m  Valuation techniques and key inputs

Cross currency swaps Discounted cash flow
Assets 28.3 32.5 Future cash flows are estimated based on forward interest rates from
Liabilities - (0.6) observabie yield curves at the period end and contract interest rates

discounted at & rate that reflects the credit risk of counterparties.

The currency cash flows are translated at spot rate.
Interest rate swaps Discounted cash flow
Assels 29 Future cash flows are estrmated based aon forward interest rates from

Liabilities (39.6) [94.2) observable yield curves at the period end and contract interest rates
discounted at a rate that reflects the credit risk of counterparties.

Energy swaps Discounted cash flow

Assets 27.6 8.4 Future cash flows are estimated based on forward electricity prices from

Liabilities - - observable indices at the period end and contract prices discounted at a rate
that reflects the credit risk of counterparties.

Inflation swaps Discounted cash flow

Liabilities (3.7 {32.1) Future cash flows on the RP! leg of the instrument are estimated based

on observable forward inflation indices.

Future cash ftows on the CP! leg of the instrument are estimated based
an the future expected differential between RPland CPI.

Bath legs are disceunted using observable swap rates at the period end,
at a rate that reflects the credit risk of counterparties, This is considered
to be a Level 3 valuation technique.

Changes in the carrying values of instruments that are measured using a Level 3 technique were as follows:

Inflation swaps

£m
At 1 April 2020 (27.7]
Losses recognised in profit or loss (4.4)
At 31 March 2021 [32.1)
Net gains recognised in profit or lass 28.4
At 31 March 2022 (3.7

These Level 3instruments are valued using unobservable inputs. In valuing the inflation swaps, we have identified the unobservable input as the
CP|wedge. A change of 10bps in the CPl wedge would result in a change in the carrying vatue of €5.3 million.
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34 Fair value of financial instruments (continued)

bl Comparison of fair value of financial instruments with their carrying amounts

OTHER INFORMATION

The Directors consider that the carrying amounts of all finaircial inslruments, except those disclosed in the table below, appreximate to their fair

values. The carrying values and estimated fair values of other financial instruments are set out below:

2022 2021

Carrying Fair Carrying Fair
value value value value
£m £m Em £m

Floating rate debt
Bank loans 452.6 652.6 588.8 890.4
Other loans 147.8 161.4 147.9 155.5
Overdraft 7.7 7.7 12.2 12.2
808.1 821.7 1.048.9 1,058.1

Fixed rate debt

Other loans 3,984.3 4,253.0 3,786.4 4,242.3
Lease liabilities 1174 128.6 1213 134.1
4,101.7 4,37%.6 3,907.7 4376.4

Index-linked debt
Bank leans 129.9 149.5 122.3 146.2
Other loans 1,691.4 2,456.1 1,537.0 2,490
1,821.3 2,605.6 1.659.3 2,636.3
67311 7.806.9 6,615.9 8,070.8

To reflect the underlying terms of the debt, within the comparatives, £30.4 million carrying value of bank loans has been reclassified from fixed
rate to floating rate debt, and £35.2 million carrying value of other loans has been reclassified from floating rate to fixed rate debt. The associated
fair values have also been restated in the comparatives, with a net £10.3 million increase in the fair value of fixed rate debt, and a net £4.9 mitlion

decrease in the fair value of floating rate debt.

The abave floating, fixed or index-linked classification does not take into account the impact of interest rate swaps or cross currency swaps.

Fixed rate loans are valued using market prices for similar instruments, which is a Level 2 vatuation technique.

Index-linked loans are rarely traded and queled prices are not considered a reliable indicator of fair value. Therefore, these loans are

valued using discounted cash flow models with discount rates derived from observed market prices for a sample of bonds, which is a Level 2

valuation technique.

Fair values of the other debt instruments are also calculated using discounted cash flow models with discount rates derived from observed

market prices, which is a Level 2 valuation technique.
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35 Risks arising from financial instruments
The Group’s activities expose it to a variety of financial risks:

~ market risk lincluding interest rate risk, exchange rate risk and other price risk];
- credit risk;

- liguidity risk; and

- inflation risk.

The Group's overall risk management programme addresses the unpredictability of financial markets and seeks to reduce potential adverse
effects on the Group's financial performance or position.

Financial risks are managed by a central treasury department [ Group Treasury’) under policies approved by the Board of Directors. The Board
has established a Treasury Committee to monitor treasury activities and te facilitate timely responses to changes in market conditions when
necessary. Group Treasury operates under the Group's Treasury Procedures Manual and Policy Statement and identifies, evaluates and hedges
financial risks in close co-operation with the Group’s operating units. The Board defines written principles for averall risk management, as well
as written policies covering specific areas such as exchange rate risk, interest rate risk, credit risk and the use of derivative and non-derivative
financial instruments. The Group's policy is that derivative financial instruments are not held for trading but may be used to mitigate the Group’s
exposure to financial risk. The types of derivative instruments held and the retated risks are described below.

Interest rate swaps are held to mitigate the Group's exposure to changes in market interest rates. Further details are set out in section af fij and
note 36 bl {il.

Cross currency swaps are held to mitigate the Group’s exposure to exchange rate movements on amounts borrowed in foreign currencies,
Further details are set outin section al (il and note 36 a} {i}.

Energy swaps are held to mitigale the Group’'s expasure to changes in wholesale energy prices. Further details are provided in note 34 b] [ii).

Severn Trent Water, the Group’s most significant business unit, operates under a regulatory enviranment where its prices are linked to inflation
measured by CPIH. ln order to mitigate the risks to cash flow and earnings arising from Huctuations in CPIH, the Group holds debt instruments
where the principal repayable and interest cost is linked to RPYCPI/CPIH and the Group holds RPY/CPI swaps to mitigate the risk of divergence
between RP{ and CPIH.

al  Market risk
The Group is exposed to fluctuations in interest rates and, to a lesser extent, exchange rates. The nature of these risks and the steps that the
Group has taken to manage them are described below.

i} Interestrate risk

The Group's annual income and its operating cash flows are substantially independent of changes in market interest rates. The Group's interest
rate risk arises from long-term borrowings.

Borrowings issued at variable rates expose the Group to the risk of adverse cash flow impacts from increases in interest rates,
Borrowings issued at fixed rates expose the Group to the risk of interest costs above the market rate when interes! rates decrease.
The Group’'s policy s to maintain 40% to 70% of its interest bearing liabilities in fixed rate instruments during AMP 7. In measuring this metric,

management makes adjustments 1o the carrying value of debt to better reflect the amount that interest is calculated on. Detaits of the adjustments
made are set out below:

2022 2021

£m Em

Net debt (note 38) 6,507.8 6,443.8
Cash 115.4 56.2
Loans receivable from joint venture 79.6 840
Cross currency swaps included in net debt &t fair value 28.3 3.9
Fair value hedge accounting adjustments 21.11 (2391
Exchange on currency debt not hedge accounted {149 (8.4)
Interest-bearing financial liabilities 6,695.1 6,583.6

The Group manages its cash flow interest rate risk by borrowing at fixed or index-linked rates or by using interest rate swaps. Under these
swaps the Group receives variable rate interest and pays fixed rate interest calculated by reference to the agreed notional principal amounts. In
praclice the swaps are settled by transierring the net amount. These swaps have the economic effect of converting berrowings from variable
rates to fixed rates, The Group has entered into a series of these interest rate swaps to hedge future interest psyments beyond 2030.
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35 Risks arising from financial instruments [continued)

al Market risk [continued)

i} Interestrate risk [continued)

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

The faliowing tables show analyses of the Group's interest bearing financial liabilities by type of interest. Debt which is hedged by interest rate
swaps or cross currency swaps is included in the category after taking account of the impact of the swap. Debt raised in foreign currencies has
been included at the notional sterling value of the payable leg of the correspending cross currency swap since this is the amount that is exposed

to changes in interest rates.

Valuation adjustments that do not impact the amount on which interest is calculated, such as fair value hedge accounting adjustments, are

excluded from this analysis.

The net principal amount of unhedged swaps is shown as an adjustment to floating rate and fixed rate debt to demonstrate the impact of the

swaps on the amount of liabilities bearing fixed interest.

Floating rate Fixedrate [Index- linked Tolal
2022 £m £m £m £m
Overdraft (7.7 - - 7.7
Bank loans [625.4) (27.2) (129.9] {782.5)
QOther loans 104.3) [3,991.8) (1,691.4] {5,787.5)
Lease liabilities - [117.4] - 117.4)
(737.4) (4,136.4) (1,821.3) 6,695.1]
Impact of swaps not matched against specific debt instruments 475.0 (475.0) - -
Interest-bearing financial liabilities (262.4) 4,611.4) 11,821.3) 16,695.1)
Proportion of interest-bearing financial liabilities that are fixed 69%
Weighted average interest rate of fixed debt 3.84%
Weighted average period for which interest is fixed lyears) 9.2
Floating rate Fixed rate Index-linked Total
2021 £m £m £m £m
Overdraft 12.2) - - 12.2)
Bank loans (858.4] (30.4) (122.3] {1.011.1)
Other loans [183.1] {3,718.9] (1,537.01 [5,439.0)
Lease liabilities - (121.3] - (121.3]
(1,053.7) (3,870.6} (1,659.3) [6,583.4)
impact of swaps not matched against specific debt instruments 524.6 (524.6} - -
Interest bearing financial liabitities (529.1) [4,395.2) (1,659.3) (6,583.6)
Proportion of interest bearing financial liabilities that are fixed 67%
Weighted average interest rate of fixed debt 3.81%
Weighted average period for which interest is fixed (yearsi 7.2
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35 Risks arising from financial instruments [continued)
al  Market risk (continued)
() Interest rate risk {continued)

Interest rate swaps not hedge accounted
The Group has a number of interest rate swaps which are not accounted for as cash flow or fair value hedges. This has ted to a credit of
£25.2 million [2621: £17.0 million) in the income statement.

Average centract
fixed interest rate Motional principal amount Fair value
2022 2021 2022 2021 2022 2021
% % £m £m £m Em
Pay fixed rate interest
1-2years 498 - {50.0] - (2.2) -
2-5years 5.14 5.10 1150.0) (200.01 113.6) 133.3)
5-10years 5.46 552 [75.0} (35.0 (21.2) (139
10 - 20 years - 5.41 - (40.0) - (16.8)
5.20 5.20 {275.0) {275.0} 137.0) {64.0)

In addition to the above the Group has cross currency swaps that also swap fixed rate interest to floating [see below}.

Interest rate sensitivity analysis
The sensitivity after tax of the Group’s profits, cash flowand equity, including the impact on derivative financial instruments, to changes in interest
rates at 31 March is as follows:

2022 2021
+1.0% -1.0% +1.0% -1.0%
£m £m £m Em
Profit or loss 9.7 {10.8) 9.6 (10.8]
Cash flow (1.5 15 67 &7
Equity 9.7 [10.6) 9.6 10.8

[iil Exchange rate risk

Except for debt raised in foreign currency, which is hedged, the Group's business does not involve significant exposure to foreign exchange
transactions. Substantiatly atl of the Group’s profits and net assets arise from Severn Trent Water, which has very limited and indirect exposure
to changes in exchange rates, and therefore the sensitivity of the Group’s results to changes in exchange rates is not material.

Certain of the Group’s subsidiaries enter into transactions in currencies other than the functional currency of the operation. Exchange risks
relating to such operations are not material but are managed centrally by Group Treasury through forward exchange contracts to buy or sell
currency. These contracts led to nil charge {2021: nil] in the income statement.

The Group has raised debt denominated in currencies other than sterling to meet its objective of accessing a bread range of sources of finance.
The Group mitigated its exposure to exchange rate fluctuations by entering into cross currency swaps at the time that the debt was drawn dawn
to swap the proceeds into sterling debt bearing interest based on LIBOR.

Where the terms of the receivable leg of the swap closely match the terms of the underlying debt, the swaps are expected to be effective hedges,
hence the swaps have been accounted for as fair value hedges. The notional value and fair value of these swaps is shown in note 36 al (i).

The Group also has cross currency swaps with a sterling notionat value of £98.3 million §2021: £98.3 miltion] which are not accounted for as
fair value hedges. Economically these swaps act to mitigate the exchange rate risk of debt within the Group which is denominated in foreign
currency and also swap the interest from fixed rate to floating, but they are not designated hedges under IFRS 9. This has led to a charge of
£2.3 mitlion [2021: charge of £19.7 mitlion) in the income statement, as well as an exchange loss of £6.6 miltion (2021: gain of £14.8 million}
on the underlying debt.
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35 Risks arising from financial instruments [continued)
al  Marketrisk [continued)

lii) Exchange rate risk {continued)

The Group's gross and net currency exposures arising frem currency borrowings are summarised in the tables below. These show, in the
relevant currency, the amount borrowed and the notional principal of the related swap or forward contract. The net position shows the Group's
exposure to exchange rate risk in relation to its currency borrowings.

Eure US dollar Yen
2022 €m $m ¥bn
Borrowings by currency (19.9] (180.0) (2.0
Cross currency swaps - hedge accounted 19.9 30.0 20
Cross currency swaps - not hedge accounted - 150.0 -
Net currency exposure - - -

Euro US dollar Yen
2021 €m $m ¥bn
Berrowings by currency 9.9 (180.0) 2.0)
Cross currency swaps - hedge accounted 19.9 30.0 20
Cross currency swaps - not hedge accounted - 150.0 -

Net currency exposure - - -

bl Creditrisk

Operationally the Group has no significant concentrations of credit risk. It has pelicies in place to ensure that sales of products are made to
customers with an appropriate credit history, other than in Severn Trent Water Limited and Hafren Dyfrdwy Cyfyngedig, whose cperating
licences oblige them to supply domestic custorners even in cases where bilts are not paid. Amounts provided against accounts receivable and
mavements on the provision during the year are disclosed in note 22.

Cash depesits and derivative contracts are only placed with high credit quatity financial institutions, which have been approved by the Board.
Group Treasury meniters the credit quality of the approved financial institutions and the list of financial institutions that may be used is approved
annually by the Board. The Group has policies that timit the amount of credit exposure to any one financialinstitution.

Credit risk analysis
At 31 March the aggreqate credit Limits of authorised counterparties and the amounts held on short term deposits were as follows:

Credit limit Amount deposited
2022 2021 2022 2021
£m £m £Em £m
Double Arange 150.0 - - -
Single A range 710.5 890.5 75.0 -
Triple B range 10.0 10.0 - -
870.5 200.5 75.0 -

The fair values of derivative assets analysed by credit ratings of counterparties were as follows:

Derivative assets

2022 2021

£m Em

Single Arange 58.7 40.9
Triple B range 6.2 -
64.9 40.9
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35 Risks arising from financial instruments {continued)

c)  Liquidity risk

[il Committed facilities

Prudent liquidity management requires sufficient cash batances to be maintained; adequate committed facilities to be available; and the ability
to close out market positions. Group Treasury manages liquidity and flexibility in funding by monitoring forecast and actual cash flows and the
maturity profile of financial assets and liabilities, and by keeping committed credit lines available.

At the balance sheet date the Group had committed undrawn borrowing facilities expiring as follows:

2022 2021
£m £m
Within % year - 55.8
1-2years - 189.2
2 -5years 1,100.0 -
1,100.0 845.0
lii) Cash flows from non-derivative financial instruments
The following tables show the estimated cash flows that will arise from the Group’s non-derivative net financial liabilities. The information
presented is based on the earliest date on which the Group can be required to pay and represents the undiscounted cash flows including
principal and interest.
interest and inflation assumptions are based on prevailing market conditions at the year end date.
Trade Paymentson
Floating Fixed Index- and other financial

2022 rate rate linked payables liabilities
Undiscounted armounts payable: £m £m £m £m £m
Within 1 year [&.1] [404.4) 1133.1) {113.5) (655.1)
1-2years (317.3) (449.7) (32.7) - (799.7)
2-5Svyears (407.7) {1,175.7] [154.4) - (1,737.8)
5-10years (111.4) {1,591.1) {593.11 - [2,295.6)
10 - 15years - (731.71 (255.1] - (986.8]
15 - 20 years - [1,070.7) (280.5) - 11,351.2)
20 - 25 years - - (211.8) - (211.8)
25-30years - - (727.2) - (727.2)
30 - 35 years - - 11,713.31 - (1,713.3]
35-40years - - {2,082.6) - (2,082.4]
40 - 45 years - - (4119} - (411.9
Total {840.5] [5,423.3} (6,595.5) (113.5) (12,972.8)

Leans dye Trade and Receipts frem

from jaint other Cashand short financial

ventures receivables termdeposits assets

Undiscounted amounts receivable: £m £m £m £m
Within 1 year 33 547.9 115.4 446.6
1-2years 102.3 5.6 - 108.9
2-Syears 125 - - 125
Total 118.1 5545 115.4 788.0
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35 Risks arising from financial instruments [continued)

¢l Liquidity risk {continued]

(i} Cash flows trom non-derivative financial instruments {continued}

COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

irade  Paymentson

Floating Fixecd Index- and other financial

2023 rate rate linked payables liabilities
Undiscounted amaunts payable: Em £m Em Em £m
Within 1 year (247 8] (396.3) (28.1] (53.8) (726.0)
1-2years (1.0l (390.9) (124.3) - (526.2)
2-hyears (661.5] (1,194.3] (129.8] - (1,985.6
5-10years (172.01 (1.395.7] (187.0 - {1,754.7]
10 - 15 years (752.7) (221.1} - 1973.8)
15 - 20 years - [735.0] (153.8} - (888.8]
20 - 25 years - (367.1] (181.0} - [548.1]
25-30years - - (2108} - (210.8)
30 -35years - - (9188} - (918.8)
35 - 40 years - - (2,950.8) - [2,950.8]
40 - 45 years - - (20.2 - (20.2]
45 -50years - - [257.8) - {257.8]
Total 1.092.3) [5,232.0} (5.383.5) (538]  [11,761.6]

Trade

Loans due fram and other Cashandshort Receiptsfrom

joint ventures receivables term deposits financial assets

Undiscounted ameunts receivable: £m £m £m Emn

Within 1 year 348 4621 56.2 553.1
1~2years 23 10.6 - 12.9
2-5years 69.2 - - 69.2
5-10years 12.5 - - 125
Total 118.8 472.7 56.2 477

Index-linked debt includes loans with maturities up to 50 years. The principal is revatued at fixed intervals and is linked to movements in the RPI,
CPl or CPIH. Interest payments are made biannually based on the revalued principal. The principal repayment equals the revalued amount at
maturity. The payments included in the table above are estimates based on the forward inflation rates published by the Bank of England at the

balance sheet date.
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35 Risks arising from financial instruments (continued)
¢]  Liquidity risk {continued]

[ili) Cash flows from derivative financial instruments

The following tables show the estimated cash flows that will arise from the Group’s derivative financial instruments. The tables are based on the
undiscounted net cash inflows/{outflows] on the derivative financial instruments that settle on a net basis and the undiscounted gross inflows/
{outflows) on those derivatives that require gross settiement. When the amount payable or receivable is not fixed, the amount disclosed has been
determined by reference to the projected interest and foreign currency rates derived from the forward curves existing at the balance sheel date.
Actual amounts may be significantly different from those indicated below.

interest rate fnflation Emergy Cross currency swaps

swaps swaps swaps Cashreceipts Cashpayments Total

2022 £m £m £m £ £m £m
Within 1 year [46.5) 0.2 28.0 6.2 {3.5) 144
1-2years 16.6) 0.3 - 6.2 (3.5) (13.6)
2 -Syears (29.4]) 1.3 - 146.3 (120.3) (2.1}
5~ 10 years [25.0) 3.0 - 9.3 {33.21 {15.9}
10- 15 years - (5.7 - - - (5.7}
15 - 20 years - (8.2 - - - {8.21
187.5) [9.1} 280 198.0 [160.5) 31.9)

Interest rate Inftaticn Energy Cress currency swaps

swags swaps swaps Cash receipts Cash payments Total

2021 £m £m £m £m £m £m
Within 1 year (20.7) 0.1 7.7 6.0 (2.2) CAY
1-2years (19.6] 0.1 39 60 (2.6] (12.2]
2-5years [36.51 0.4 0.5 355 21.0 [20.9)
5 -10years [20.4) [5.2) - 147.8 (135.1) 29
10 - 15 years (0.8) 249 - - - 1.2
15 - 20 years - {37.3) - - - {37.3)
{98.0] {39.7 121 195.3 160.9] 191.2)

d}  Inflation risk

The Group's principal operating subsidiary, Severn Trent Water, operates under a regulatory environment where its prices are linked to inflation
as measured by CPIH. Its oparating profits and cash flows are therefore exposed to changes in inflation. fn order to mitigate and partially offset
this risk, Severn Trent Water has raised debt which pays interest at a fixed caupon based on a principal amount that is adjusted for the change in
inflation during the life of the debt instrument ('index-linked debt’). The amount of index-tinked debt at the balance sheet date is shown in section
al il Interest rate risk, and the estimated future cash flows relating to this debt are shawn in section ¢] bil Cash flows from nan-derivative
financial instruments.

Ofwat is moving the measure of inflation used in the economic reguiatory model from RPI te CPIH over a pericd of time. In anticipation of this the
Group has entered into CPI/RP| swaps with a national value of £350 million [2021: £350 millien) in crder to mitigate the risk of divergence
between inflation measured by CPtH and that measured by RPi.

inflation rate sensitivity analysis

The finance cost of the Group's index-linked debt instruments varies with changes in CP1/CPIH/RP! rather than interest rates. The sensitivity at
31 March of the Group's profit and equity to changes in CPI/CPIH /RP} is set out in the following table. This analysis relates to financial instruments
only and excludes any CPY/CPIH /RPI impact on Severn Trent Water's revenues and Regulatory Capital Vatue, or accounting for defined benefit
pension schemes.

2022 2021
+1.0% 1.0% +1.0% -1.0%
£m £m £m £m
Profit or loss (14.8) 148 [13.4) 13.4
Equity (14.8} 148 {13.4] 134
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36 Hedye accounling
The Group uses derivative financial instruments to hedge exposures to changes in exchange rates and interest rates. Hedge accounting is
adopted for such instruments where the criteria set out in IFRS 9 are met. Hedge ineffectiveness arises from credit risk, which is not hedged.

al Fair value hedges

i}  Crosscurrency swaps

The Group raises debt denominated in currencies other than sterling. Cross currency swaps are entered into at the time that the debt is drawn
down to swap the proceeds into sterling debt bearing in order to mitigate the Group’s exposure to exchange rate fluctuations. Where the terms
of the receivable leg of the swap closely match the terms of the underlying debt, the swaps are expected to be effective hedges.

At the year end the amounts of cross currency swaps designated as fair value hedges were as follows:

Notional principal amount Fair value
2022 2021 2022 2021
£m £m £m Em
Euro 11.4 1.4 7.4 9.1
US dollar 23.2 23.2 0.9 (0.4}
Yen 8.5 85 6.3 7.4
43.1 431 14.6 15.9

b) Cashflowhedges

(il Interestrate swaps

The Group has entered into interest rate swaps under which it has agreed to exchange the difference between fixed and floating interest rate
amounts calculated on agreed notional principal amounts. Such contracts enable the Group to mitigate the risk of changing interest rates en
future cash flow exposures arising from issued variable rate debt. Where the hedge is expecled Lo be highly effective these interest rate swaps
are accounted for as cash flow hedges.

Details of interest rate swaps that have been accounted for as cash flow hedges are summarised below:

Average contract
fixed interest rate Notional principal amount Fair value
2022 2021 2022 2021 2022 2021
Pericd to maturity % % £m £m £m £m
2-5years 1.70 - 50.0 - 1.0 -
5 - 10years 2.10 253 325.2 130.4 (0.7 (11.11
10 - 20 years - 1.83 - 248.0 - (19.1]
2.05 207 375.2 378.4 0.3 {30.2]

The Group recognised a loss on hedge ineffectiveness of £0.6 miltion [2021: loss of £2.0 million) in gains/losses on financial instruments in the
income statement in relation to interest rate swaps.

(il Energyswaps
The Group has entered into a series of energy swaps under which it has agreed to exchange the difference between fixed and market prices of
electricity at six-monthly intervals up to March 2023.

Details of energy swaps that have been accounted for as cash flow hedges are summarised below:

Average contract price Notional contracted amount Fair value
2022 2027 2022 2021 2022 2021
Period to maturity £/MWh £/MWh MWh MWh £m Em
Less than 1year 385 43.2 131,520 306,360 27.6 38
1-2years - 384 - 175,680 - 20
2 -byears - 483 - 284,040 - 2.6
385 44.0 121,520 764,080 27.6 8.4
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36 Hedge accounting [continued)

b)

lii}

Cash flow hedges [continued)

Energy swaps [continued]

At the year end the cumulative fair value adjustments arising from the corresponding continuing hedge relationships were as follows:

Carrying amount of
hedged items

Curnulative amount of fair value

adjustments on the
hedged items

Assets Liabilities Assets Liabilities

2022 £m £m £m £m
Cross currency swaps - (58.2) - (13.7)
Interest rate swaps - {374.9) - -
- (433.1) - 13.7)

Carrying amount of
hedged items

Cumutative amount of fairvalue

adjustments on the
hedged items

Assets Liabilities Assets Liabitities

2021 £m £m £m £m
Cross currency swaps - (58.7) - [15.3]
Interest rate swaps - (377.9) - -
- {436.8) - 15.31

€58.2 million [2021: £58.7 million] of the carrying amount of hedged items and €13.7 million [2021: £15.3 million] of the cumulative amount of fair
value adjustments on the hedged items relates to fair value hedges. The remainder relates te cash flow hedges.

i) Impact of interest rate benchmark reform

From 1 April 2019, the Group early adopted the amendments to IFRS 7 and IFRS ¢ introduced to provide temporary relief from applying specific
hedge accounting requirements to hedging relationships directly affected by the planned replacement of benchmark interest rates such as
LIBOR. The Group has applied Phase 2 with effect from 1 April 2021. Under Phase 2, to the extent that modifications are made to financial
instruments that are necessary to implement Interest Rate Benchmark Reform, reliefs from the discontinuation of hedge accounting or
immediate recagnition of any gains or losses in the income statement on the modification of financial instruments measured at amortised cost
are available on transition to alternative rates, provided that the modification is a direct consequence of the reform and the new basis for calculating
cash flows is economically equivalent to the previous basis.

The Group established a LIBOR transition group within Group Treasury with an objective of identifying and assessing LIBOR exposures within
the business and developing and delivering an action plan tc enable a smooth transition to alternative risk-free rates ahead of 31 December
2021. During 2021 the Group successfully transitioned all its floating rate debt instruments and derivatives from LIBOR to alternative risk-free
rates (SONIA] The actions taken included:

- Refinancing its committed bank facitities and agreeing new facilities which use SONIA as a reference rate.

- Amending the LIBOR provisiens within its bank term loans, floating rate USPP notes and intercompany loans.

- Applying the Internationat Swaps ang Derivatives Associates [|SDA] fallback protocol to the derivative financial instruments held by the
Group affected by the iBOR Reform where the interest rate benchmark was previously linked to LIBOR.
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The Group operates a number of share based remuneration schemes for employees. During the year, the Group recognised total expenses of
£8.3 million [2021: £7.8 million] related to equity settled share based payment transactions.

The weighted average share price during the period was £27.30{2021: £23.84].

At 31 March 2022, there were no options exercisable (2021: none] under any of the share based remuneration schemes.

al Long Term Incentive Plan (LTIP)

Under the Long Term Incentive Plan ['LTIP), conditional awards of shares may be made to executive directors and senior staff. Awards are
subject to performance conditions and continued employment throughout the vesting period.

il  Awards made under the LTIP

The 2018, 2019, 2020 and 2021 LTIP awards are subject to Severn Trent Water's achievement of Return on Regulated Equity in excess of the base
return included within the Final Determinations over a three year vesting period. It has been assumed that perfermance against the LTIP

non-market conditions will be 100% (2021: 100%}.

(i) Awards outstanding

Details of changes in the number of awards outstanding during the year are set out below:

Number of

awards

Outstanding at 1 April 2020 718,191
Granted during the year 221,997
Vested during the year (171.324)
Lapsed during the year (76,633
Outstanding at 1 Aprii 2021 692,189
Granted during the year 203,754
Vested during the year (230,003
Lapsed during the year [26,744)
Outstanding at 31 March 2022 639,198

Details of LTIP awards outstanding at 31 March were as follows:
Normal date of Number of awards

Date of grant Vesting 2022 2021
July 2018 2021 - 237,003
July 2019 2022 231,442 237,863
July 2020 2023 205,651 217,323
July 2021 2024 202,105 -
639,198 692,189

The awards outstanding at 31 March 2022 had a weighted average remaining contractual life of 1.1 years (2021: 1.3 years).

Details of the basis of the LTIP scheme are set out in the Directors’ remuneration report on pages 12%2 and 133,
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37 Share based payments (continued])

bl

Employee Sharesave Scheme

Under the terms of the Sharesave Scheme, the Board may grant the right to purchase ordinary shares in the Company to those employees who
have entered into an HMRC approved Save As You Earn contract for a period of three or five years.

Qptions outstanding
Details of changes in the number of options outstanding during the year are set out below:

Weighted
Number of average
shareoptions exercise price
Qutstanding at 1 April 2020 3,955,022 1,633p
Granted during the year 1,045,301 1,860p
Forfaited during the year (56,751) 1,607p
Cancelled during the year (117,426) 1,68%p
Exercised during the year (722,538) 1,640p
Lapsed during the year (2,848) 1,652p
Outstanding at 1 April 2021 4,102,760 1,688p
Granted during the year 884,726 2,307p
Forfeited during the year {74,463 1,734p
Cancelled during the year {135,804) 1,811p
Exercised during the year 730,212} 1,611p
Lapsed during the year {4,608) 1,682p
Outstanding at 31 March 2022 4,042,399 1,824p
Sharesave options outstanding at 31 March were as follows:
Number of awards
Normal date Ogtion
Date of grant of exercise price 2022 2021
January 20146 2021 1,724 - 113,104
January 2017 2022 1,633p 123,540 129,788
January 2018 2021 or 2023 1,652p 112,993 710,275
January 2019 2022 or 2024 1,474p 1,101,868 1,155.083
January 2020 2023 or 2025 1.787p 885,178 956,427
January 2021 2024 or 2026 1.840p $43,311 1,038,083
January 2022 2025 or 2027 2,307p 875,509 -
4,042,399 4,102,760

The options outstanding at 31 March 2022 had a weighted average remaining contractual tife of 1.7 years (2021: 2.0 years].
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The fair values of the share awards made and share options yranled dur ing the year were calcutated using the Black Scholes method. 1he

principal assumptions and data are set out below:

2022 2021
LTiP SAYE LTiP SAYE
3year scheme 5yearscheme 3yearscheme Byearscheme
Share price at grant date [pence) 2,676 2,939 2,939 2,450 2,334 2,336
Option life [years) 3 33 5.3 3 33 53
Vesting period [years) 3 3 5 3 3 5
Expected volatility (%) 18.2 18.2 18.2 18.2 18.2 18.2
Expected dividend yield (%) 39 35 35 4.2 4.3 4.3
Risk free rate (%) n/a 0.1 0.1 nfa (0.1) 0.1
Fair value per share [pence} 2,659 543 521 2,443 342 302
Expected volatility is measured over the three years prior to the date of grant of the awards or share options.
Volatility has been calculated based on historical share price movements.
The risk free rate is derived from yields at the grant date of gilts of similar duration to the awards or share eptions.
The dividend yield is catculated using the expected dividend for the year divided by the share price at the date of grant.
38 Cash flow statement
al  Reconciliation of operating profit to operating cash flows
2022 2021
£m £m
Profitbefore interest and tax 506.2 470.7
Depreciation of property, plant and equipment 361.5 3420
Depreciation of right-of-use assets 3.8 3.6
Amortisation of intangible assets 34.2 321
Amortisation of acquired intangible assets 2.1 2.1
Pension service cost 0.2 0.5
Defined benefit pension scheme administration costs 38 3.9
Defined benefit pension scheme contributions (51.9 [38.1)
Share based payment charge 8.3 7.8
Profit on sale of property, plantand equipment and intangible assets (5.4] (2.2)
Profit on disposal of subsidiary undertaking - 0.2
Release from deferred credits (17.5) (15.5)
Contributions and grants received 42.8 4.4
Provisions charged to the income statement 14.8 49
Utilisation of pravisions for liabilities (12.3) (12.2)
Operating cash fiows befare movements in working capitai 880.6 B40.8
Increase in inventory (1.2} (1.8}
[Increasel/decrease in amounts receivable (87.6) 51.4
Increase in amounts payable 9%.9 10.9
Cash generated from operations 891.7 901.7
Tax paid (1.2) {23.2)
Net cash generated from operating activities 8905 878.5

SEVERN TRENT PLC ANNUAL REPORT AND ACCOUNTS 2022 219



NOTES TO THE GROUP FINANCIAL STATEMENTS

38 Cash flow statement (continued)

bl  Non-cash transactions
Neon-cash investing and financing cash flows disclosed in other notes were:

- Acquisition of right-of-use assets (note 19);
- Acquisition of infrastructure assets from developers at no cost [note 18); and
- Shares issued to emptoyees for no cash consideration under the LTIP {note 37).

¢)  Exceptional cash flows
There were no cash flaws from items classified as exceptional in the income statement {2021 nill.

d}  Reconciliation of movement in cash and cash equivalents to movement in net debt

Netcash Cross Loans due
and cash Bank Other Lease currency from joint
equivatents laans loans liabilities SWaps venture Netdebt
£m £m £m £m €m €m €m
At 1 Apriy 2021 440 (1,011.1) (5,471.3 (121.3] 31.9 840 {6,443 8)
Cash flow 63.7 2385 [250.6) 121 - 13.0 76.7
Fair value adjustments - - 29 - - - 29
Inflation uplift on index-linked debt - (6.9 19%.6) - - - (108.5)
Foreign exchange - - (6.6) - - - (6.6}
Other non-cash movements - (3.04 1.7 (8.2) (3.6} (17.41 (30.5
At 31 March 2022 107.7 [782.5] {5,823.5] {117.4] 28.3 79.6 (6,507.8)
el Liabilities from financing activities
Bank Other Lease
loans loans liabilities Total
£m £m £m £m
At 1 Aprit 2020 (1,251.9) (5.058.5) [122.7) {6,433.1)
Cash flow 2433 1415.5] 5.6 (166.6)
Fair value adjustments - 5.4 - 5.4
inflation uplift on index-linked debt n.o (18.2) - 9.2l
Foreign exchange - 148 - 14.8
Other non-cash movements (1.5 0.7 (4.2) (5.0
At 1 Aprit 2021 (1,011.1) [5,471.3) [1213) [6,603.7)
Cash flow 2385 (250.4) 12.1 -
Fair value adjustments - 2.9 - 29
Inflation uplift on index-linked debt 6.9 [99.8) - [104.5])
Foreign exchange - [6.8] - (6.6}
Other non-cash movements (3.0 1.7 (8.2) {9.5)
At 31 March 2022 {782.5) {5,823.5 {117.4) {8,723.4)
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39 Contingent liabilities

al Bondsand guarantees
Group undertakings have entered into bonds and guarantees in the nur mal course of business. No liability (2021: nit) is expected to arise in
respect of either bonds or guarantees.

bl Claims under the Environmental Information Regulations 2004 regarding property searches

Since 2016, the Group has received letters of claim from a number of groups of personal search companies (PSCs) which allege that the
information held by Severn Trent Water Limited [STW) used to produce the CON29DW residential and also the commercial water and drainage
search reperts sold by Severn Trent Praperty Solutions Limited [STPS), is disclosabte under the Environmental Information Regulations. In April
2020, a group of over 100 PSCs commenced litigaticn against all water and sewerage undertakers in England and Wales, including STW and
STPS. The claimants are seeking damages, on the basis that STW and STPS charged for information which should have been made availabte
gither free, or for a limited charge, under the Environmental Information Regulations. STW and STPS are defending this claim. This is an
industry-wide issue and the litigation is in progress. Atimetable for the claim has recently been set by the court leading up to a stage 1 trial on
the EIR legal issues only [not the other issues or amaunt of damages] which could be held in late 2022.

¢ Ongoing regulatory investigations

Ofwat and the Environment Agency have each issued their own investigations into the waste water industry to investigate compliance with the
conditions of environmental permits. We were able to respond quickly and comprehensively and have had open conversations since. It is not yet
clear what the scope or likely outcome of this investigation will be as it is in its early stages.

40 Financial and other commitments

al Investment expenditure commitments

2022 2021
£m £m
Property, plant and equipment contracted for but not provided for in the financial statements 354.7 2384

In addition to these contractual commitments. Severn Trent Water Limited has longer term expenditure plans which include investments to
achieve improvements in performance mandated by the Director General of Water Services [Ofwat} ard to provide for growth in demand for
water and waste water services.

41 Post balance sheet events

Refinancing
On 4 April 2022 the Graup elected to extend £916.7 million of the available commitments under the revelving credit facility {'RCF'] for a further
year until April 2027.

On 9 May 2022 the Group completed the refinancing of an existing £100.0 million bank loan maturing in August 2023 with a new £150.0 million
bank loan maturing in May 2030.

Defined benefit pension scheme
At 31 March 2022, the Group's net defined benefit pension scheme deficit was £128.0 miltion. On & April 2022, the Greup made a further scheduled
contribution of £32.4 millian to the scheme.

Dividends
On 24 May the Board of Directors approved a final dividend of 41.28 pence per share. Further details of this are shown in note 14,
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42 Related party transactions
Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not included in
this note. Trading transactions between the Group and its joint venture Water Plus are disclosed below.

2022 2021

£€m £€m

Sale of services 259.8 2161
Net interest income 25 23
262.3 218.4

Outstanding balances between the Group and the joint venture as at 31 March were as follows:

2022 2021

€m £m
Amounts due to related parties (0.2) (2.4)
Loans receivable from joint venture 79.56 84.0
79.4 81.6

The retirement benefit schemes operated by the Group are considered to be retated parties. Details of transactions and batances with the
retirement benefit schemes are disclosed in note 28.

Remuneration of key management personnel
Key management personnel comprise the members of STEC during the year, and non-executive directors of the Company. The prior year
comparative has been restated to include the remuneration of the non-executive directors of the Campany.

The remuneration of the directors is included withjn the ameunts disclosed below. Further information about the remuneration of individuat
directors is provided in the audited part of the Directors’ remuneration report on page 137.

2022 2021

[restated)

£m £m

Shert term employee benefits 5.7 7.3
Service contract non-executive director benefits 0.7 0.7
Share based payments 6.8 4.9
13.0 12.9

43 Alternative performance measures ['[APM'’s)

Financial measures or metrics used in this report that are not defined by IFRS are atternative performance measures [APM’s). The Group uses
such measures for performance analysis because they provide additional useful snformation on the performance and position of the Group.
Since the Group defines its own APMs, these might not be directly comparable with other companies” APMs. These measures are nof intended {o
be a substitute for, or superior to, IFRS measurements.

al Exceptionalitems

Excaptional items are income or expenditure which individually or, in aggregate if of a similar type, should, in the opinion of the Directors, be
disclosed by virtue of their size or nature if the financial statements are to give a true and fair view. In this context, materiality is assessed at the
segment level.

b) Adjusted PBIT

Adjusted profit before interest and tax is profit before interest and tax excluding exceptional items as recorded in the income statemenrt. This
provides a consistent measure of operating performance exctuding distortions caused by exceptionat items and reflecting the operationat
performance of the acquired subsidiaries. The calculation of this APM is shown on the face of the income statement and in note 5 for reportable
segments.

¢} Adjusted earnings per share

Adjusted earnings per share figures exclude the effects of exceptional items, net lasses/gains on financial instruments, current tax on
exceptional items and on net losses/gains on financial instruments and deferred tax, The Directors consider that the adjusted figures provide a
useful additional indicator of performance and remove non-performance related distortions. See note 15,
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43 Alternative performance measures [[APM’s] [continued)

d]l  Netdebt

Net debt rnmiprises borrowinge including remeasuremenls fur changes in fair value ot amounts in fair vatue hedging relationships, crass
currency swaps that are used to fix the sterling tiability of foreign currency borrowings lwhether hedge accounted or not), net cash and cash
equivalents, and loans to joint ventures. See note 38,

e] Effective interest cost
The effective interest cost is calculated as net finance costs, excluding net finance costs from pensians, plus capitatised finance costs divided by

the monthty average net debt during the year.

2022 2021

£m fm

Netfinance costs 269.4 187.1
Net finance costs from pensions 6.7 (5.4)
Capitalised finance costs 345 30.4
2972 2121

Average het debt 6,292.2 6,263.6
Effective interest cost £.7% 3.4%

This APM is used as it shows the average finance cost for the net debt of the business.

fl  Effective cash cost of interest
The effective cash cost of interest is calculated on the same basis as the effective interest cost except that it excludes finance costs that are not
paid in cash but are accreted to the carrying value of the debt [principally indexation adjustments on index-linked debt].

2022 2021
£m Em
Net finance costs 289.4 187.1
Net finance costs from pensions 6.7 (5.4
Indexation adjustments (106.5] 19.2)
Capitalised finance costs 345 304
190.7 192.9
Average net debt 6,292.2 6,263.6
Effective cash cost of interest 3.0% 31%
This is used as it shows the average finance cost that is paid in cash.
gl Adjusted PBIT interest cover
The ratio of adjusted PBIT [see (bl abovel to net finance costs excluding net finance costs from pensions.
2022 2021
£m Em
Adjusted PBIT 508.3 4728
Net finance costs 269.4 187.1
Net finance costs from pensions (&7 5.4]
Net finance costs excluding net finance costs fram pensions 2627 181.7
Adjusted PBIT interest cover ratio 1.9 2.6

This is used to show how the adjusted PBIT of the business covers the financing costs associated only with net debt on a consistent basis.
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43 Alternative performance measuces (‘APM's} (continued)

h} EBITDA and EBITDA interest cover

The ratio of adjusted profit before interest, tax, exceptional items, depreciation and amortisation to net finance costs exciuding net finance costs
from pensions.

2022 2021
£m £m
Adjusted PBIT 508.3 4728
Adjusted depreciation (including right-of-use assets) 365.3 345.6
Adjusted amortisation 34.2 32.1
EBITODA 907.8 250.5
Net finance costs 269.4 187.1
Net finance costs from pensions (8.7 (5.4}
Net finance costs excluding finance costs from pensions 252.7 181.7
EBITOA interest cover ratio 35 4.7

This is used to show how the EBITDA of the business covers the financing costs associated only with net debt on a consistent basis.

il  Adjusted effective current tax rate

The current tax charge for the year, excluding prior year charges, excepticnal current tax, and current tax on exceptional itemns, and on financial
instruments, divided by profit before tax, net losses/gains on financial instruments, exceptional iterns, amortisation of intangible assets
recognised on acquisition of subsidiaries, and share of net loss of joint ventures accounted for using the equity method.

2022 2021
Currenttax Current tax
thereon thereon
£m £m £€m £€m

Profit before tax 2741 - 267.2 {30.4)
Adjustments
Share of net loss of joint venture 2.2 - 138 -
Amartisation of acquired intangible assets 21 - 2.1 -
Net [gains)/lesses on financial instrurments (39.3) 1.4 42 {2.6]

239.1 {1.4) 289.3 (33.0)
Adjusted effective current tax rate 0.6% 1.4%

This APM 15 used to remove distortions in the tax charge and create a metric consistent with the calculation of adjusted earnings per sharein
note 15. Share of net loss of joint ventures is excluded from the calculation because the loss is included after tax and so the tax on joint venture
profits is not included in the current tax charge.

i} Operationat cashflow
Cash generated from operations less contributiens and grants received.

2022 2021

£m £m

Cash generated from operations 891.7 901.7
Contributions and grants received (42.8) (41.4)
Operational cashfliow 849.9 860.3

This APM is used to show operational cash excluding the effect of contributions and grants received as part of capital programmes.
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43 Alternative performance measures [[APM’s) {continued)

k) Cashcapex

Cash paid toacquire property, plant and equipment and inlangible fixed assets less contributions and grants received and proceeds on disposal
of property, plant and equipment and intangible fixed assets.

2022 2021
£m £m
Purchase of property, plant and equipment 610.3 8137
Purchase of intangibte assets 363 222
Payments to acquire right-of-use assets - 0.7
Contributions and grants received (42.8) (41.4)
Proceeds on disposal of property, plant and equipment (9.5 2o
Cash capex 594.3 593.2

This APM is used to show the cash impact of the Group's capital programmes.

1]  Capital investment

Additions to property, plant and equipment and intangible fixed assets less contributions and grants received, assets contributed at no cost, and
capitalised finance costs.

2022 2023

£m Em

Additions to proparty, plant and equipment 7143 659.4
Additions to intangible assets 363 22.2
Contributions and grants received 142.8) [41.4]
Assets contributed at no cost (69.00 (44.9)
Capitalised finance costs [34.5) (30.4]
Capital investment 604.3 564.9

44 Subsidiary undertakings

Details of all subsidiary undertakings as at 31 March 2022 are given below. Details of the joint venture are set out in note 20. All subsidiary
undertakings have been included in the conselidation.

Owned directly by Country of operation Percentage of share Class of share
Severn Trent Pic and incorporation capital held capital held
Athena Holdings Limited Hong Kong 100% Ordinary
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44 Subsidiary undertakings {continued)

The following subsidiary undertakings all operate and are incorporated in the United Kingdom. The percentage of share capital held is 100% and

the class of share capital held is ordinary.

All subsidiary undertakings

Aqua Deva Limited

Severn Trent Green Power Group Limited

Chester Water Limited

Severn Trent Green Power Holdings Limited

Debeo Debt Recovery Limited

Severn Trent Green Power Limited

Dee Valley Group Limited

Severn Trent Holdings Limited

Dee Valley Limited

Severn Trent Investment Hotdings Limited

Dee Valley Services Limited

Severn Trent LCP Limited

Dee Valley Water (Holdings) Limited

Severn Trent Leasing Limited

East Worcester Water Limited

Severn Trent Metering Services Limited

Etwall Land Limited

Severn Trent MIS Trusteas Limited

Hafren Dyfrdwy Cyfyngedig

Severn Trent Overseas Holdings Limited

Midlards Land Portfolio Limited

Severn Trent Pension Scheme Trustees Limited

North Wales Gas Limited

Severn Trent PIF Trustees Limited

Northern Gas Supplies Limited

Severn Trent Property Solutions Limited

Severn Trent [W&S) Limited

Severn Trent Reservoirs Limited

Severn Trent Data Portal Limited

Severn Trent Retail and Utility Services Limited

Severn Trent Draycote Limited

Severn Trent Services [Water and Sewerage] Limited

Severn Trent Finance Holdings Limited

Severn Trent Services Defence Holdings Limited

Severn Trent Finance Limited

Severn Trent Services Defence Limited

Severn Trent General Partnership Limited

Severn Trent Services Holdings Limited

Severn Trent Green Power [Ardley] Limited

Severn Trent Services International (Overseas Holdings] Limited

Severn Trent Green Power [Bridgend) Limited

Severn Trent Services International Limited

Severn Trent Green Power {Cassington) Limited

Severn Trent Services Operations UK Limited

Severn Trent Green Power [CW) Limited

Severn Trent Services UK Limited

Severn Trent Green Power [Hertfordshire] Limited

Severn Trent S5PS Trustees Lirmited

Severn Trent Green Power (North London) Limited

Severn Trent Trimpley Lirmnited

Severn Trent Green Power [RBWM) Limited

Severn Trent Utilities Finance Plc

Severn Trent Green Power (Wallingford} Limited

Severn Trent Water Limited

Severn Trent Green Power {(West London] Limited

Severn Trent Wind Power Limited

Severn Trent Green Power Biogas Limited

Severn Trent WWIF Limited

Severn Trent Green Power Composting Limited

Wrexham Water Limited

The Group owns 100% of the share capital of the following subsidiary undertakings.

All subsidiary underiakings

Country of eperation and incarporation

Class of share capital held

Energy Supplies UK Limited United Kingdom Aand B Ordinary
Lyra Insurance Guernsey Limited Guernsey Ordinary
Severn Trent Carsington Limited United Kingdom Aand B Ordinary
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44 Subsidiary undertakings (continued}
Unless stated below, the registered office of the aforementioned entities is Severn Trent Centre, 2 St John's Street, Coventry, CV1 2L.Z, United

GROUP FINANCIAL STATEMENTS COMPANY FINANCIAL STATEMENTS OTHER INFORMATION

Kingdom.

Company Registered office

Athena Holdings Limited One 33, Hysan Avenue, Causeway Bay, Hong Kong

Dee Valley Limited Packsaddle, Wrexham Road, Rhostyllen, Wrexham, LL14 4EH

Hafren Dyfrdwy Cyfyngedig

Packsaddle, Wrexham Road, Rhostyllen, Wrexham, LL14 4EH

tyra Insurance Guernsey Limited

St Martin's House, Le Bordage, St Peter Port, GY1 4AU, Guernsey

Severn Trent General Partnership Limited

50 Lothian Road, Festival Square, Edinburgh, EH3 9WJ

Severn Trent Green Power [Ardley] Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power [Bridgend!} Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power [Cassington] Limited

The Stabtes, Radfard, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power (CW] Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power [Hertfordshire) Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power (North Londen) Limited

The Stables, Radferd, Chipping Nerton, Oxfordshire, OX7 4EB

Severn Trent Green Power (RBWM] Limited

The Stables, Radford, Chipping Morton, Oxfordshire, 0X7 4EB

Severn Trent Green Power (Wallingford} Limited

The Stables, Radford, Chipping Nerton, Oxfordshire, OX7 4EB

Severn Trent Green Pawer (West London] Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power Biogas Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power Composting Limited

The Stables, Radfard, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power Group Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB

Severn Trent Green Power Holdings Limited

The Stables, Radford, Chipping Norton, Oxfordshire, OX7 4EB
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44 Subsidiary undertakings (continued)

Subsidiary audit exemptions
Severn Trent Ple has issued guarantees aver the tiabitities of the foltowing companies at 31 March 2022 under section 479C of Companies Act 2006
and these entities are exempt from the requirements of the Act relating ta the audit of individual accounts by virtue of section 479A of the Act.

Company Company number
Chester Water Lirnited 2888872
Dee Valley Group Limited 4316684
Dee Valley Limited 2902525
Dee Valley Water [Holdings) Limited 4421854
East Worcester Water Limited 2757948
Etwall Land Limited 7559793
Severn Trent {W&S) Limited 3995023
Severn Trent Carsington Limited 7570384
Severn Trent Data Portal Limited 8181048
Severn Trent Draycote Limited 7681784
Severn Trent Finance Holdings Limited 6044139
Severn Trent Finance Limited 6294618
Severn Trent General Partnership Limited SC416614
Severn Trent Green Power [Ardley) Limited 5807721
Severn Trent Green Power [Hertfordshire) Limited 6771540
Severn Trent Green Power [North Londan} Limited 9689098
Severn Trent Green Power (West London] Limited 8308321
Severn Trent Green Power Composting Limited 4927756
Severn Trent Holdings Limited 5656363
Severn Trent lnvestment Holdings Limited 7560050
Severn Trent LCP Limited 7943556
Severn Irent Leasing Limited 6810163
Severn Trent Metering Services Limited 2569703
Severn Trent Overseas Holdings Limited 2455508
Severn Trent Reservoirs Limited 3115315
Severn Trent Services Holdings Limited 4395572
Severn Trent Services international (Overseas Holdings) Limited 3125133
Severn Trent Services International Limited 2387814
Severn Trent Retail and Utility Services Limited 2562471
Severn Trent Trimpley Limited 106900856
Severn Trent WWIF Limited 11964722
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COMPANY FINANCIAL STATEMENTS

COMPANY STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2022

OTHER INFORMATION

2022 2021
Note . Em £m
Profit for the year 141.8 95.9
Other comprehensive income/(loss]
Iltemns that will not be reclassified to the incormne statement:
Net actuarial gains/{losses) 1 0.1 (0.7}
Deferred tax on net actuarial gains/losses - 0.1
Deferred tax arising on change of rate 0.5 -~
Other comprehensive income/{lass) far the year 0.6 [0.6)
Total comprehensive income for the year 142.4 55.3
COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2022
Share Share Other Retained
capital premium reserves earnings Total
Note £m £m £m £m £m
At 1 April 2020 2365 137.0 160.7 2,988.2 3,522.4
Profit for the year - - - 55.9 55.9
Net actuarial losses n - - - {0.7) 0.7}
Tax on net actuarial losses 3 - - - {0.1] {0.1)
Total comprehensive income for the year - - - 55.3 55.3
Share options and LTIPs
- proceeds from shares issued 7.8 0.7 1.7 - - 1.8
- value of employees’ services - - - 78 78
Transfer - - (3.6} 36 -
Dividends paid 15 - - - (240.2} [240.2)
At 31 March 2621 237.2 148.1 1571 28147 3.357.1
Profit for the year - - - 141.8 141.8
Net actuarial gains 1" - - - 0.1 0.1
Deferred tax arising from rate change 3 - - - 0.5 0.5
Totat comprehensive income for the year - - - 142.4 142.4
Proceeds from equity placing 7.8 10.2 2351 - - 2453
Share options and LTIPs
- proceeds from shares issued 7.8 0.7 1.2 - - 1.9
- value of employees’ services - - - 8.4 8.4
Dividends paid 12 - - - {254.5) (254.5)
At 31 March 2022 248.1 374.4 1571 2,711.0 3,510.6
Included in retained earnings are profits of £1,221.2 million that arose from group restructuring arrangements in previous years and are
therefore not distributable. Distributable reserves are therefore £1,489.8 million.
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COMPANY BALANCE SHEET

FOR THE YEAR ENDED 31 MARCH 2022

2022 202
Note £m Em
Non-current assets
Tangible fixed assets 0.3 0.4
Right-of-use assets 0.e 0.9
Investments in subsidiaries 2 3,362 33538
Deferred tax asset 3 2.0 1.5
Trade and other receivables 4 1,126.0 844.3
4,491.2 42029
Current assets
Trade and other receivables 4 25.6 213
Current tax receivable 13.6 -
39.2 213
Current liabilities
Borrowings 5 (96.2) (28.3
Trade and other payables 6 {94.0) [25.9]
Current tax payable - (47.4)
Provisions for liabilities (0.8} (1.8]
{191.01 173.4)
Net current liabilities {151.8) (152.13
Total assets less current Liabilities 4,339.6 40508
Non-current liabilities
Borrawings 5 {819.2] {684.4)
Trade and other payables b (0.1 f0.13
Retirement benefit obligations 1" {7.91 8.3
Pravisions for tiabilities (1.8} 0.7
{828.8) [693.7)
Net assets 3,510.6 33571
Capitat and reserves
Calted up share capital 7 248.1 237.2
Share premium account 8 ) [ 148.1
bther reserves 9 1571 157.1
Retained earnings 27110 28147
Total capital and reserves 3,510.6 33571

The profit for the year is £141.8 million (2021 £55.9 miltion].

Signed on behalf of the Board who approved the accounts on 24 May 2022,

Christine Hodgson
Chair

Company Number 02366619
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1 Employee Numbers

The average number of employees during the year was 14 [252@: 1,

2 Investments in subsidiaries

GROUP FINANCIAL STATEMENTS

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

£m
At 1 April 2021 3,353.8
Additions 8.3
At 31 March 2022 3,352.1
Details of subsidiaries of the Company are given in note 44 to the Group financial statements.
3 Deferred tax
£m
At 1 April 2020 15
Charge to income [0.1)
Credit to income arising from rate change 01
At 1 April 2021 1.5
Credit to equity arising from rate change a.5
At 31 March 2022 2.0
4 Trade and other receivables
2022 2021
£fm £m
Current assets
Other amounts receivable 0.2 0.5
Prepayments 0.2 02
Armounts owed by group undertakings 25.2 206
25.6 213
Non-current assets
Other amounts receivable 2.7 29
Loan receivable 78.8 97.6
Amounts awed by group undertakings under loan agreements 1,044.5 7458
1,126.0 846.3
1,151.6 8467.4
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5 Borrowings

2022 2021
£m £m
Current liabilities
Bank overdraft - 12.2
Amounts due to group undertakings under toan agreements - 160
bther loans 96.1 -
| ease liabilities 0.1 0.1
96.2 283
Noen-current tiabilities
;\mounts due to group undertakings under toan agreements 619.4 3920
QOther loans 192.0 291.7
Lease liabilities 08 0.9
819.2 684.6
915.4 7129
At the balance sheet date the Company had £100 million [2021: €100 millicn) undrawn borrowing facilities.
6 Trade and other payables
2022 2021
£m Em
Current liabilities
?’rade payables 0.1 0.1
Social security and other taxes 0.1 0.1
ather payables 3.2 2.8
;ccruats 1.2 2.4
:lmounts due to group undertzkings 89.4 90.5
94.0 95.9
Non-¢current liabitities
;_@.ccruals 0.1 0.1
941 96.0
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7 Share capital

COMPANY FINANCIAL STATEMERNTS

OTHER INFCRMATION

2022 20
£m Em

Totalissued and fully paid share capital
253,410,074 ordirary shares of 97 "fiop [2021: 242,259,862 248.1 2372

At 31 March 2022 3,116,579 [2021: 3,376,054] treasury shares were held at a nominal value of £3,091,131 (2021: £3,304,979).

On 25 May 2021 the Company issued 10,420,000 ordinary shares of 97"/sp at 2,400p per share, through a placing, raising £245.3 miltion net of

issue costs.

Changes in share capitat were as follows:

Number £m
Ordinary shares of 97 "/1sp
At 1 April 2020 241,537,324 236.5
Shares issued under the Employee Sharesave Scheme 722,538 0.7
At 1 April 2021 242,259 B62 237.2
Shares issued under the Employee Sharesave Scheme 730,212 0.7
Shares issued from equity placing 10,420,000 10.2
At 31 March 2022 253,410,074 2481
8 Share premium
2022 2021
£m £m
At 1 April 148.1 137.0
Share premium arising on issue of shares for Employee Sharesave Scheme M.z 111
Shares premium arising from equity placing 2351 -
At 31 March 394.4 1481
9 Other reserves
Capital
redemption Hedging
reserve reserve Total
£m £m £m
At 31 March 2020 157.1 36 160.7
Transfer to retained earnings - (3.6} (3.6)
At 31 March 2021 and 31 March 2022 157.1 - 157.1

The capital redemption reserve arose on the redemption of B shares.

The hedging reserve arose from gains or losses on interest rate swaps taken directly to equity under the hedge accounting provisions of [FR5 9
and the transition rules of IFRS 1. The hedging reserve was transferred to retained earnings in the prior year.
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10 Share based payment

For details of employee share schemes and options granted over the shares of the Company, see note 37 of the Group financial statements.
Details of options exercised and awards vesting during the year and of the weighted average share price of the Company during the year are
aiso disclosed in that note.

11 Pensions

Defined benefit schemes

The Group operates defined benefit pension schemes, of which some employees of the Compary are members. There is no contractual agreement
for charging the net defined benefit cost of these schemes between the companies that participate in the schemes. As a result, the ret defined
benefit cost of the scheme is recognised in the financial statements of the sponsoring employer, Severn Trent Water Limited. The scheme closed
to future ac¢erual on 31 March 2015. The cost of contributions to the Group schemes amount to £0.5 million (2021: £0.4 miltion}. There were no
amounts outstanding for contributions to the defined benefit schemes (2021: nil).

The Company has an obligation to pay pensions to a number of former employees, whose benefits would otherwise have been restricted by the
Finance Act 1989 earnings cap. This unfunded scheme is part of the Severn Trent Pension Scheme.

Infermation about the schemes as a whole is disclosed in note 28 to the Group financial statements.

12 Related party transactions
The retirement benefit schemes operated by the Graup are considered te be related parties. Details of transactions and balances with the
retirement benefit schemes are disclosed in note 28 to the Group financial statements.

Information about Directors’ remuneration is provided in the audited part of the Directors’ Remunaration Report.

The Company has given guarantees in favour of Water Plus Limited in respect of the joint venture’s liabilities to wholesalers in the Open Water
market. The guarantee in respect of liabilities to wholesalers is capped at £54.1 million [2021: £54.1 mitlion).

The Company has a revolving credit facility available ta Water Plus totalling £100 million. The previous additional facility of £32.5 million was
terminated on 23 April 2021, At 31 March 2022 the amount drawn was £80.5 millien (2021; £100.0 million}.

13 Contingent liabilities

a)l Bondsand guarantees
The Company has entered into bonds and guarantees in the normal course of business. No liabilities are expected to arise in respect of either the
bonds or guarantees,

bl Bank offset arrangements |
The banking arrangements of the Company operate on a pocled basis with certain of its subsidiary undertakings. Under these arrangements

participating companies guarantee each other’s overdrawn balances to the extent of their credit batances, which can be offset against balances

of participating companies. As at 31 March 2022, the Company had no contingent liabitities {2021: nil).

14 Post balance sheet events
Foltowing the year end the Board of Directors has proposed a finat dividend of 41.28 pence per share.

15 Dividends

For details of the dividends paid in the years ended 31 March 2022 and 31 March 2021 see note 14 in the Group financial statements.
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FIVE YEAR SUMMARY

COMPANY FINANCIAL STATEMENTS

OTHER INFORMATION

2022 2021 2020 200y 2018
Continuing operations £m £m £m Em £m
Turnover 1,943.3 1.827.2 1,8435 1,767.4 1,696.4
Profit before interest, tax, amortisation of acquired intangible assets
and exceptional items 508.3 4728 570.3 573.6 532.8
Reduction in expected credit loss on loan receivable 0.2 3.6 - - -
Net exceptional items before tax - (4.9] (51.7) (9.8) (12.6)
Amartisation of acquired intangible assets (2.1 {2.1] 2.1 (0.7) -
Netinterest payable before gains/(losses) on financial instruments
and exceptional finance costs (269.4) (187.1] (188.4) [194.2) (219.5]
Gains/{Losses) on financial instruments 39.3 6.2) (17.4) 16.0 {6.7]
Resulls uf assucinles and joint ventures' (2.2] (8.9 - {0.4) 0.2
Profit on ordinary activities before taxation 274.1 267.2 310.7 384.7 301.2
Current taxation on profit on ordinary activities 48 (26.8] (30.1) (31.8] (32.9)
Deferred taxation (7.7 {28.2] [29.1 (39.4] (28.7)
Exceptional tax (294.4) - [92.7) 1.8 -
[Loss)/profit on ordinary activities after taxation (87.2 2122 158.8 315.3 239.6
Results from discontinued operations - - - - 13.2
Profit for the year (872) 212.2 1588 3153 252.8
Net assets employed
Fixed assets 10,609.3 10,261.4 9,954.8 9.337.7 8,660.1
Other net liabitities excluding net debt, retirement benefit abligation,
provisions and deferred tax {1,315.9] {1,276.0) {1,142.0} (992.4] (996.0)
Derivative financial instruments? (12.8] (86.0) 1158.5 (5.7} {104.3)
Net retirement benefit obligation {128.0 (367.7 (234.0] {452.9) (519.8]
Provisiens for liabilities and deferred tax (1,380.9) {949.2} (945.1) (798.9) (726.5)
7.771.7 75825 7.475.2 6,998.2 6,353.5
Financed by
Called up share capital 248.1 2372 236.5 235.9 235.1
Reserves 1,015.8 2015 1.007.2 928.2 761.8
Total shareholders’ funds 1,263.9 1,138.7 1.243.7 1,164.1 996.9
Non-controtling interests - - - - -
Net debt? 6,507.8 56,4438 6,231.5 5,834.1 5356.6
7.771.7 75825 7.475.2 6,998.2 6,3535
Statistics
Earnings per share [continuing) - pence (35.2} 89.1 66.7 133.4 101.8
Adjusted earnings per share - pence 96.9 105.4 146.0 145.8 1205
Dividends per share {excluding special dividend] - pence 102.1 101.6 100.1 93.4 86.6
Dividend cover [before exceptional items and deferred tax) 0.9 1.0 15 1.4 1.4
Gearing - % 83.7 85.0 83.4 83.3 B4.4
Ordinary share price at 31 March - pence 3,078.0 2,306.0 2,280.0 1,976.0 1.844.0
Average number of employees
- Regulated Water and Waste Water 6,612 6,536 6,345 5,680 8,660
- Other 504 497 4591 00 605
1 Excludes exceptional share of net losses of joint venture. -
2 Exciudes instruments hedging foreign currency debt.
3 Includes instruments hedging foreign currency debt.
4 Gearing has been calcutated as net debt divided by the sum of equity and net debt.
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INFORMATION FOR SHAREHOLDERS

Severn Trent shareholder helpline

The Company's registrar is Equiniti. Equiniti's main responsibilities
include maintaining the shareholder register and making

dividend payments.

if you have any gueries relating to your Severn Trent Plc shareholding,
you should contact Equiniti.

Registrar contact details:

Online: shareview.co.uk

From here you will be able to securely email Equiniti with your query.
Tetephorne: +44{0] 371 384 2947

Text phone: 0371 384 2255

By post: Equiniti, Aspect House, Spencer Road, Lancing,

West Sussex, BN9Y 6DA

Corporate website
Shareholders are encouraged to visit our website severntrent.com
which provides:

- Company news and infarmation;

- links tp our operational pusinesses’ websites;

- details of our governance arrangements;

- details of our strategy;

- details of the Group's Business Model and Business Plan; and
- the Company’s approach to sustainability and innovation.

There is also a dedicated investors” sectien on the website which
contains up to date information for shareholders including:

-~ comprehensive share price information;

- financial results;

~ a history of dividend payment dates and amounts; and

- access to current and historical shareholder documents such as
the Annual Report and Accounts and Notice of Meeting.
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Electronic communications
By registering to receive shareholder documentation from Severn
Trent Plc electronically, shareholders can benefit from being able to:

- view the Annual Report and Accounts on the day it is published;
- receive anemail alert when shareholder documents are available;
- cast their AGM vote electronically; and
- manadge their shareholding quickly and securely online,
through Shareview.

Electronic shareholder communications also enable the Company
ta reduce its impact on the environment and benefit from savings
associated with reduced printing and mailing costs.

For further information and to register for electronic shareholder
communications visit shareview.co.uk

Dividend payments

Bank mandates
Dividends can be paid automatically into your bank or building
society account.

The henefits of doing this are that you will:

- receive cleared funds in your bank account on the payment date;
- avoid postal delays; and
- remove the risk of your cheques getting lost in the post.

To take advantage of this service or for further details, contact
Equiniti or visit shareview.co.uk

Dividend reinvestment plan ('DRIP’)

The DRIP gives shareholders the option of using their dividend
payments to buy more Severn Trent Plc shares instead of receiving
cash. If you would like to participate in the DRIP, please request

a dividend reinvestment plan mandate from Equiniti Financial
Services Limited.

Telephone: +44 (0] 371 384 2947

1 Please use the country cade when cantacting Equiniti frem outside the UK



Other information

Buying and selling shares in the UK

If you wish ta buy or sell certificated Severn Trent Plc shares, you
may need to use a stockbroker or high street bank which trades
on the London Stock Exchange. There are atso many telephone
and online services available to you.

If you are selling, you will need to present your share certificate at the
time of sale. Details of dealing services offered by Equiniti Financial
Services Limited may be cbtained from shareview.co.uk or contact
0345 603 7037* for assistance.

Share price information

Shareholders can find share price information on our website and in
maost national newspapers. For a real-time buying or selling price, you
should cyntdcl a stockbroker.

Shareholder security

Fraudsters use persuasive and high-pressure tactics to lure investors
into scams. They may offer to sell shares that turn out to be worthless
ar non-existent, or to buy shares at an inflated price in return for an
upfront payment. While high profits are promised, if you buy or sell
shares in this way you will probably lose your meney.

Please be aware that scams are becoming ever-more sophisticated
with fraudsters often claiming or implying that they have some
connection with Severn Trent, and possibly offering an attractive
invesiment opportunity. Beware, they may simply be trying to obtain
your personal data.

How to avoid share fraud:

- Keepin mind that firms authorised by the Financial Conduct
Authority [[FCA') are unlikely to contact you out of the blue with
an offer to buy or sell shares;

- Do not get into a conversation, note the name of the person and
firm contacting you and then end the call;

- Check the Financial Services Register at fca.org.uk to see if the
person and firm contacting you is authorised by the FCA;

~ Beware of fraudsters claiming te be from an authorised firm,
copying its website or giving you false contact details;

- Usethe firm's contact details listed on the Register if you want
to call it back;

- Callthe Freephone FCA Consumer helpline on 0800 111 4768** if
the firm does not have contact details on the Register or you are
told they are out of date;

- Search the list of unauthorised firms to avoid at fca.org.uk/scams;

- Consider that if you buy or sell shares from an unauthorised firm
you will not have access to the Financial Ombudsman Service or
Financial Services Compensation Scheme;

- Think about getting independent financial and professional advice
before you hand over any personal data or documents or your money;
and

- Remember, if it sounds too good to be true, it probablyis.

If you are approached by fraudsters ptease telt the FCA using the
share fraud reporting form at feca.org.uk/scams, where you can also
find out more about investment scams and check their warning list.

You can also call the Freephone FCA Consumer helpline an
0800 111 47468.

tf you have already paid money to share fraudsters you should contact
Action Fraud on 0300 123 2040.

Unsolicited mail

The Company is legally obliged to make its share register available
to the general public. Censequently some shareholders may receive
unsolicited mail. If you wish to limit the amount of unsolicited mail
you receive, please contact:

The Mailing Preference Service [MPS’}, DMA Hause, 70 Margaret
Street, London, W1W SS.

Alternatively, register online at mpsonline.org.uk or
call the MPS Registration tine on 0207 291 3310.

American Depositary Receipts (‘'ADRs’)
Severn Trent has a sponsored Level 1 ADR programme,
for which The Bank of New York Meilon acts as Depositary.

The Level 1 AOR programme trades on UtCWX which is the premier
tier of the US over the counter ['GTC'} market under the symbol STRNY
(it is not listed on a US stack exchangel. Each ADR represents one
Severn Trent ardinary share.

if you have any enquiries regarding Severn Trent ADRs, please contact
The Bank of New York Mellon.

By post: BNY Melion Shareowners Services, PO Box 30170,
College Station, TX 77842-3170, US

By telephone:
If calling from within the US: [888) 249 2377 (tall-free]

If calling from outside the US: +1 2017 680 6825
By email: shrrelations{@cpushareownerservices.com

Website: mybnymdr.com

Financial calendar

Ex dividend date - finat dividend 1 June 2022
Record date to be eligible for the final dividend & June 2022
DRIP etection date - final 22 June 2022
AGM 7 July 2022
Final dividend payment date 13 July 2022

All dates are indicative and may be subject to change.

* Lines are open Monday to Friday, 8.00am to 4.30pm for dealing,
and until 6.00pm for enquiries [excluding public holidays in
England and Wales). Calls from a landline are charged at national
rates. Calls from a mobile device may incur network extras.

** | ines are open 8.30am to 5.30pm (UK time], Monday to Friday,
lexcluding public holidays in England and Wales). Calls from a
landline are charged at national rates. Calls from a mobile device
may incur network extras.
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