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Transfer of shares by the Trustee of the Severn Trent Plc Employee Share Ownership
Trust

The Company has been advised by the Trustee of the Severn Trent Plc Employee Share
Ownership Trust that, on 17 June 2003, 120,397 Ordinary Shares of 65 °/;s p each in the
Company were transferred for nil consideration to participants in the Long Term Incentive
Plan (including executive directors of the Company as indicated below) pursuant to awards
made under that plan in 2000.

The executive directors of the Company are potential beneficiaries under the Trust and
therefore (except as disclosed below) their interest in such shares ceased on such transfer.

Name of director Number of shares
Mr J K Banyard 4818
Mr M J Bettington 3,397
Mr B Duckworth 3,836
Mr R M Walker 6,506

www.severntrent.com
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20 June 2003

Not for release, publication or distribution in or into Australia, Canada, Japan or the
United States of America

SEVERN TRENT PLC

ACQUISITION OF HALES FOR
£141 MILLION

Severn Trent Plc announces that Biffa, its UK waste management subsidiary, has
acquired Hales from RMC (UK) Limited for £126m and paid £15m (exclusive of
VAT) to ING to purchase vehicles and equipment used in the Hales business. The
total consideration of £141m (excluding transaction costs) is equivalent to a multiple
of approximately 5.6x Hales' proforma 2002 PBITDA (which includes anticipated

synergies).

Hales accounts for approximately 2% of the UK waste market. Its solid waste
operations include industrial and commercial collection services, transfer stations,
materials recycling facilities and operational landfills. In the financial year to 31
December 2002, based on its management accounts, Hales had turmmover of
approximately £112m and profit before tax of approximately £9m.

The acquisition of Hales complements Biffa's established operations of collection,
landfill and special waste and enhances its ability to capitalise on opportunities from
the implementation of future legislation.

In collection, Biffa's national coverage is further enhanced by Hales'
industrial/commercial depot network and its transfer stations, particularly in London
and East Anglia where Biffa has been keen to build up its presence.

In addition, Hales is expected to bring to Biffa around 13m cubic metres of void in
operating landfill sites located in areas where Biffa is currently not well represented.

Biffa believes that it should deliver pre-tax synergies of around £7.5m per annum,
principally from the enlarged collection infrastructure, improved vehicle utilisation
and the integration of IT, regional management and head office costs. The synergies
are expected to be fully delivered (in terms of run rate) by the end of December 2004.
The cost of achieving these synergies is estimated at approximately £10m.

Following realisation of the synergy benefits, the acquisition of Hales is expected to
enhance earnings before goodwill amortisation in the financial year 2004/05. The
acquisition is being funded from new borrowings.



Commenting: ‘on the-acquisition, Robert Walker, Group Chief Executive:of Severn
Trent said: : :

"Acquisition of Hales represents ancther step in'.growing Biffa's UK waste
business and further contributes towards Severn:Trent's goal of becoming the
UK’s:leading integrated environmental services business." ¥ »

Martm Bettmgton Managlng D1rector of Biffa said:

"Hales consolidates Blffa s pos1t10n as one of the leadlng players in. the UK and
expands our operations into.seme new.geographical areas. : I .am delighted that .
we have the opportunlty to bu11d on the successful acqulsltlon of UK Waste

DETAILS OF CONFERENCE CALL

An analyst and investor conference caM ,om- theracqmsmon wnth Robert Walker,
Severn' Trent: ‘Group :Chief: Executive; - Martin.: Bettingtonc Biffa:. Managing :
Director and Alan Perelman, Severn Trent Group Finan¢é Director will be held
at 8.30am on 20 June 2003. Slides to accompany the call can be found on the
Severn:-Trent Ple website (www.severntrent. com) "To.wview. the: shdes click on the

'Blffa new. acqmsmon lmk on the home page by

Dlal in numbexs are as follows TR e

Dial in number: 01452 561263 R TN
Chairperson: Peter Gavan

A playback facility will be available for 7 days. following the annouﬁcement oo‘*'
(0845 245 5205 (from outside the UK: +44 (0)1452 550 000), access code: 256633#.

Enqulrles and further lnformatlon

Robert Walker. . - . Severﬁ Trent .. . 0207404 5959 (on the day) :
Group Chief Executlve oy s 0121722 4775 S
Martin Bettington CUBiffa . 02074045959 .’(on;th_e day) '
Managing Director 01494 556422

Alan Perelman Severn Trent 020 7404 5959 (on the day)
Group Finance Director 0121 722 4176

Peter Gavan Severn Trent 020 7404 5959 (on the day)
Director of Corporate Affairs 0121 722 4310

Neil Goldie-Scot ' HSBC 020 7991 8888

Clive Rates

Simon Holberton Brunswick Group 020 7404 5959



This summary should be read in conjunction with the full text of the followmg
announcement. LRI

Nothing in this press release should be construed as a profit forecast or be
interpreted to mean that the future earnings. per share of Severn Trent will necessarily
be the same as, or greater.than;.the earnings per. share for completed- financial
periods.
This document contains certain "forward-looking statements" with respect to Severn
Trent's financial condition; results of operations and business and certain of Severn
Trent's plans and objectzves wzth respect to these ztems g B
: A T B O A St oo :

F orward-looking Statements are sometimes but not always, identified by their use of a
date in the future or such words as "anticipates”,: "aims", "due”, - "could”, - "may",
"should"”, "expects"”, "believes", "intends”, "plans”, "targets”, "goal"” or "estimates".
By stheir very .nature: fowwdard:looking.:stdtements: tare:: inherently ' unpredictable;
speculative and involve viskiand uncertamty:because«they relate to; eventsiand depend
on citcumstances that wilwecur in: tke future e “ T

ey et o p Hin ek T o oeniibE L
There:aré a numberzof factors rthat caula’ cause actual’ results and dévelopments to:
differ materially from those expressed: or. implied: by: these :forward-looking
statements. These factors include but are not limited to, changes in the markets in
which the Group operates; changes in the regulatory framéworks in which-the Group.
operates, the impact of legal or other proceedings agamst or wluch aﬁ’ect the Group,
and changes in interest and exchange rates. sl e S

TRy

All subsequent written or verbal forward-looking statements attributable to Severn -
Trent ' or any other member ‘of the Group .or persons acting on.their behalf «are.
expressly qualified. in .their entirety by the factors referred to above.. Severn Trent
does not intend to update these forward-looking statements.

. . v, v
FRATANN ’

HSBC, which is regulated in the United Kzngdom for the cona’uct of znvestment
business by The Finanéial Services Authority, is acting for the Severn Trent Group:
and no one else in connection with the acquisition and will not:be responsible to:
anyone other than Severn Trent for providing the protections afforded to customers of
HSBC nor for prOvzd,.ng aa’vzce in relation to the'acquisition. roeren e

SRR TN g




SEVERN TRENT PLC
. Acquisition of Hales for £141 million .
Introdnetion

Severn Trent announces that Biffa, its UK waste management subsidiary, has
acquired Hales from RMC (UK) Limited for £126m and paid £15m (exclusive of
VAT) to ING to purchase vehicles and-equipment: used in-the Hales business. The
total consideration,is £141m (excludrng trarsactron costs) - The acquisition is being
funded from new borrowings.; ., -, . . RN

Following on frorn the successful integration of UK Waste in 2000, Biffa believes that.
the acquisition represents a good opportunity to participate further in the
consolidation . of the. waste: managemenb gector in, the. UK-by-~aoqurnng a. rnaJor and: -
complementary waste operator. . ST SRR

Background to and reasons for the Acqulsmon

As stated at tl‘e trme of the UK Waste acqursrtron exrstlng and planned legrslatron is -
driving the, UK to reduce the amount of waste that is sent to landfill. . This has led to.

Government proposals to increase the proportion of waste in each,of the recovered, .
incinerated and composted segments whilst the proportion of waste deposited in

landfill is targeted to decline. No matter the method by which an eventual reduction
of waste sent to landfill is achieved, the separation and transportation of waste streams

1s expected to become the commeon denominator prov1d1ng a growth.opportunity for:
efficient collection operators. ,~.: . .- . . o4 SRR

Despite consolidation over the last decade the waste market in the UK remains
fragmented. Biffa is e leading supplier of waste services in the UK This posrtron will .
be enhanced by the acquisition of Hales. : S : :

Currently, Biffa operates some 1,200 collection vehicles-and some 30 landfill sites. In

addition, Biffa operates a variety of transfer stations and recychng facilities and has

special waste capabilities. R e LTI R PR R
Biffa's growth in profits over the last seven years has been largely as a result of:.
growth in its collectign activities. and the acquisition of UK Waste Biffa's contrnued ,
success has been driven by a strong sales force, customer. service development;
operating skills and ;gtrong management. This. acquisition w1ll allow Biffa. to.apply
these skills. across, Hales', business.-- These factors should. grve Blffa the. potentral o .
achieve further sustarnab]e growth ey e

AL
l‘1

B1ffa believes that 1t should dellver pre-tax synerg1es of around £7 Sm per annum
across the combined UK busmesses of Biffa and Hales, principally by

) N
ORI AesIRINIE ‘ : AR

. mergrng the [colleetron depot networks and vehlcle fleets, whrch should result n
increased efficiency and route density.

H
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e achieving savings from the integration of Hales' and Blffas IT and ﬁnanc1a1
- systems, regional management and head offices. ’ Lo RN

The synergies are expected to be fully delivered (in terms of run rate) by the end of
December 2004. The cost of achieving the synergies is estimated at approxrmately
£10m. .

Informatlon on Hales' ~ SRR ‘ i
Hales a part of RMC Group plc is 6ne of the ten largest waste operators in the UK
and has operatrons in all the major cities in"England (including London, Birmingham,
Manchester, Newcastle and Leeds). Its solid waste operations include industrial and
commercial collectlon services, transfer statlons matenals recychng fa0111t1es and
operatronal landﬁlls RN R S
SRRt LIAVIWTIRG T e oL Cleee e
Hales ‘assets 1nclude 8 bperatlonal landﬁll Sites) wrthopcratlonal void space of around
13m cubic metres, and a fleet of some 450 vehicles: Howevét; the dcquisition
excludes closed landfill sites.

G S, et ar vy ot g A

In the financial year to 31 December 2002 based on its management accounts, Hales
had’ turnover of approx1mately £112m- and proﬁt ‘before tax of” approx1mately £9m:
Based on its management accounts the net assets of Hales as at 31 December 2002;

i

were apPr0x1mately £29m B A IR

Financial effects ofthe Acqulsmon A R LR
The acquisition of Hales for a total consrderatron of’ £l4lm is equlvalent to a multiple '
of approximately 5.6x Hales’ proforma 2002 PBITDA (which inclides anticipated”
synergles) The basrs for Hales profonna 2002 PBITDA is set out below

Followmg reallsat1on of the synergy beneﬁts the acqu1s1t10n of Hales is expected to -
enhance earnings before goodwill amortisation in the financial year 2004/05. -/ ©

The acqu1s1t10n 1s bemg funded from new borrowmgs BRECELY

i

Prmclpal terms of the Acqulsmon

Blffa “has dcquired- Hales from' RMC (UK) Limited for £126m and paid £15m-
(exclusrve of VAT) to INGito- purchase wehicles and- equrpment used in the Hales'
business: ' “The total“considération’ is’ £141m. “In addition,  Biffa expects to incur’
transaction- costs provrsmnally estimated at around ‘£6m- (exclUsrve of VAT), which
includes stamp duty appropriaté to’ari‘asset trafisaction. Followrng completron ‘there!-
will be a settlement of a net amount representing various minorassets and Tabilities -
(as at the completion date) where the Values cannot be rehably determmed prlor to
completion. - © ot s om0 N R SRR

e e - Lo, e IR I ' .
. P . b . N : PRI . .
Gt P S A | i . . i I ” [ ,/-,A‘“! MU U S

The Acquisition Agreement contains certain warranties and indemnities both given
by, andin favour of Biffa; as is normal foria transactlon of thls 8iz8! and nature _

)
N



Hales' proforma 2002 PBITDA -

The estimate of Hales' proforma 2002 PBITDA (Which ineludes antlcfpaled
synergies) is based on the PBITA of Hales for.the -financial year. to 31 December
2002, as taken from its management accounts, adjusted' to reﬂect the following: .

(1) the exclusmn of non specrﬁc RMC Group charges to Hales : L . .
(i)  the purchase from ING of vehicles and equlpment used in the Hales business; -

(i)  an increase in Hales pensron charge to a. prov151ona11y estlmated regular
pension Costy .. o e e RO . g

(iv)  the treatment of cell costs as a fixed asset and denreciated (to reflect Biffa's
existing accounting policies) rather than as a prepayment being amortised;

(v) an increase in the charge for provisions for environmental costs;

(vi)  the inclusion of the full amount of synergies that are anticipated to arise as a
result of the transaction;

(vii)  the add back of depreciation.

On this basis, Hales' proforma 2002 PBITDA (which includes anticipated synergies)
is estimated at around £25m.

On the same basis, but excluding item (vii) above, Hales' proforma 2002 PBITA
(which includes anticipated synergies) is estimated at around £17m.

Nothing in this press release should be construed as a profit forecast or be
interpreted to mean that the future earnings per share of Severn Trent will necessarily
be the same as, or greater than, the earnings per share for completed financial
periods.

This document contains certain "forward-looking statements” with respect to Severn
Trent's financial condition, results of operations and business and certain of Severn
Trent's plans and objectives with respect to these items.

Forward-looking statements are sometimes but not always, identified by their use of a
date in the future or such words as "anticipates”, "aims", "due”, "could", "may”,
"should", "expects", "believes", "intends", "plans", "targets", "goal” or "estimates".
By their very nature forward-looking statements are mherently unpredictable,
speculative and involve risk and uncertainty because they relate to events and depend

on circumstances that will occur in the future.

There are a number of factors that could cause actual results 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 markets in
which the Group operates; changes in the regulatory frameworks in which the Group




operates; the impact of legal or other proceedings against or which affect the. G¥oup; -
and changes in interest and exchange rates.

N oo e . B . n "

Ail subseqiient written or ‘verbal forward-looking statements attributable to Severn
Trent or any other member of the ‘Group or persons -acting on their behalf are
expressly qualified in their entirety by the factors referred to above Severn Trent
does not intend to update thesé forward-looking statements. :

HSBC, ‘whick is regulated in the United Kingdom for the conduct of investment
business by The Financial Services Authority, is acting for the Severn Trent Group
and no ‘one’else"in ‘connection with the .dcguisition” and will: not be responsible to -
anyone other than Severn Trent for providing the protections afforded to customers of
HSBC nor for providing advice in relation to the acquisition.
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APPENDIX I — Definitions

"Acquisition Agreement”

"Biffa"

"Hales"

"HSBC"

"PBITA"

"PBITDA"

HRMCH
"Severn Trent" or "Company"

"Severn Trent Group" or
"Group"

ENDS

the agreement dated 19 June 2003 and entered
into between RMC (UK) Limited, RMC
Environmental Services Limited, Hales Waste
Control Limited, RMC Group plc, Biffa and
Biffa plc pursuant to which RMC (UK)
Limited has agreed to sell and Biffa has
agreed to purchase Hales

Biffa Waste Services Limited

most of the assets and trade of the waste
business (but excluding ciosed iandfill sites)
carried on by RMC (UK} Limited through its
agents Hales Waste Control Limited and RMC
Environmental Services Limited

HSBC Bank pic

profit  before  interest, tax, goodwill

amortisation, non-operating items and
exceptional items

profit before interest, tax, depreciation,
goodwill amortisation, non-operating items
and exceptional items

RMC (UK) Limited

Severn Trent Plc

Severn Trent Plc and its subsidiaries



