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Under the Guaranteed Secured Medium Term Note Programme described in this Prospectus (the “Programme”), Southern Water (Greensands) Financing plc (the “Issuer”), subject to compliance with all relevant 
laws, regulations and directives, may from time to time on or after the date of this Prospectus issue Guaranteed Secured Medium Term Notes guaranteed unconditionally and irrevocably by Greensands Holdings 
Limited, Greensands (UK) Limited, Greensands Junior Finance Limited and Greensands Senior Finance Limited (the “Guarantee” and the “Guarantors”, respectively) (the “Notes”). The aggregate nominal 
amount of Notes outstanding will not at any time exceed £1,000,000,000 (or the equivalent in other currencies). 

Application has been made to the Financial Services Authority in its capacity as competent authority under the Financial Services and Markets Act 2000 (“FSMA”) (the “UK Listing Authority”) for Notes issued 
under the Programme for the period of 12 months from the date of this Prospectus to be admitted to the official list of the UK Listing Authority (the “Official List”) and to the London Stock Exchange Plc (the 
“London Stock Exchange”) for such Notes to be admitted to trading on the London Stock Exchange’s Professional Securities Market (the “PSM”). References in this Prospectus to Notes being “listed” (and all 
related references) shall mean that such Notes have been admitted to the Official List and have been admitted to trading on the PSM. The PSM is not a regulated market for the purposes of Directive 2004/39/EC 
(the “Markets in Financial Instruments Directive”). The relevant Final Terms (as defined under “Overview of the Programme – Method of Issue”) in respect of the issue of any Notes will specify whether or not 
such Notes will be listed on the Official List and admitted to trading on the PSM (or any other stock exchange). 

Each Series (as defined in “Overview of the Programme – Method of Issue”) of Notes in bearer form will be represented on issue by a temporary global note in bearer form (each a “Temporary Global Note”) or a 
permanent global note in bearer form (each a “Permanent Global Note”). If the Global Notes are stated in the applicable Final Terms to be issued in new global note (“NGN”) form, the Global Notes will be 
delivered on or prior to the original issue date of the relevant Tranche to a common safekeeper (the “Common Safekeeper”) for Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking, société 
anonyme (“Clearstream, Luxembourg”). Notes in registered form will be represented by registered certificates (each a “Certificate”), one Certificate being issued in respect of each Noteholder’s entire holding of 
Registered Notes of one Series. Registered Notes issued in global form will be represented by registered global certificates (“Global Certificates”). If a Global Certificate is held under the New Safekeeping 
Structure (the “NSS”), the Global Certificate will be delivered on or prior to the original issue date of the relevant Tranche to a Common Safekeeper for Euroclear and Clearstream, Luxembourg. 

Global notes which are not issued in NGN form (“Classic Global Notes” or “CGNs”) and Global Certificates which are not held under the NSS will be deposited on the issue date of the relevant Tranche with a 
common depositary on behalf of Euroclear and Clearstream, Luxembourg (the “Common Depositary”). 

The provisions governing the exchange of interests in Global Notes for other Global Notes and definitive Notes are described in “Summary of Provisions Relating to the Notes while in Global Form”. 

The maximum aggregate nominal amount of all Notes from time to time outstanding under the Programme will not exceed £1,000,000,000 (or the equivalent in other currencies at the date of issue). 

The Notes may be issued on a continuing basis to one or more of the Dealers specified under the section entitled “Overview of the Programme” and any additional Dealers appointed under the Programme from 
time to time by the Issuer (each a “Dealer” and together the “Dealers”), which appointment may be for a specific issue or on an ongoing basis. References in this Prospectus to the relevant Dealer shall, in the case 
of an issue of Notes being (or intended to be) subscribed by more than one Dealer, be to all Dealers agreeing to purchase such Notes. 

Notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of Notes, the issue price of Notes and any other terms and conditions not contained herein which are applicable to each Tranche 
(as defined in “Overview of the Programme – Method of Issue”) will be set out in the Final Terms which, with respect to Notes to be listed on the London Stock Exchange, will be filed with the UK Listing 
Authority and with respect to Notes to be listed on any other stock exchange or market will be delivered to such other stock exchange or market, on or before the date of issue of the Notes of such Tranche. 

Each purchaser of a Note will be deemed, by its acceptance or purchase thereof, to have made certain acknowledgements, representations and agreements intended to restrict the resale or other transfer of such 
Note, as described in this Prospectus, and, in connection therewith, may be required to provide confirmation of its compliance with such resale or other transfer restrictions in certain cases (see “Subscription and 
Sale”). 

The Programme provides that Notes may be listed or admitted to trading, as the case may be, on such other or further stock exchanges or markets as may be agreed between the Issuer, the Guarantors, the Global 
Co-ordinators (as defined below) and the relevant Dealers. The Issuer may also issue unlisted Notes and/or Notes not admitted to trading on any market. 

Tranches of Notes to be issued under the Programme will be rated or unrated. A security rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at 
any time by the assigning rating agency.  

Each Tranche of Notes is expected on issue to have the following credit ratings from the respective credit rating agencies below. The credit ratings will be specified in the applicable Final Terms. 

Fitch S&P 

B+ BB- 

 
 

An investment in Notes under the Programme involves certain risks. Prospective investors should have regard to the factors described under the section headed “Risk Factors” in this Prospectus. 
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This Prospectus comprises listing particulars given in compliance with the listing rules made under s79 
of the FSMA by the UK Listing Authority for the purpose of giving information with regard to the 
Issuer, the Guarantors and the Notes which, according to the particular nature of the Issuer, the 
Guarantors and the Notes, is necessary to enable investors to make an informed assessment of the 
assets and liabilities, financial position, profit and losses and prospects of the Issuer and the 
Guarantors. 

The Issuer and the Guarantors have each undertaken to the Global Co-ordinators and the Dealers in 
the Programme to comply with section 81 of the FSMA. In the event that a supplementary prospectus is 
produced pursuant to such undertaking, a copy of such supplementary prospectus will accompany this 
Prospectus. Following the publication of this Prospectus a supplement may be prepared by the Issuers 
and approved by the UK Listing Authority which will comprise a supplementary listing particulars in 
accordance with section 81 of the FSMA. Statements contained in any such supplement (or contained in 
any document incorporated by reference therein) shall, to the extent applicable (whether expressly, by 
implication or otherwise), be deemed to modify or supersede statements contained in this Prospectus. 
Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to 
constitute part of this Prospectus.  

This Prospectus has not been approved by the UK Listing Authority as a base prospectus for the 
purposes of Article 5.4 of Directive 2003/71/EC (the “Prospectus Directive”) and has not been published 
in accordance with the prospectus rules made under the FSMA.  

This Prospectus is not a prospectus for the purposes of Section 12(a)(2) or any other provision or order 
under the Securities Act. 

The Issuer and the Guarantors (the “Responsible Person(s)”) accept responsibility for the information 
contained in this Prospectus. To the best of the knowledge of the Issuer and the Guarantors (having 
taken all reasonable care to ensure that such is the case) the information contained in this Prospectus is 
in accordance with the facts and does not omit anything likely to affect the import of such information.  

This Prospectus is to be read in conjunction with all documents which are incorporated herein by 
reference (see “Documents Incorporated by Reference” and the applicable Final Terms).  

Copies of the Final Terms will be available from the registered office of the Issuer and the specified 
office set out below of the Paying Agents and (in the case of Notes listed on the Official List and 
admitted to trading on the PSM) will be published on the website of the London Stock Exchange 
(http://www.londonstockexchange.com/exchange/prices-and-news/news/market-news/market-news-
home.html). 

No person has been authorised to give any information or to make any representation other than those 
contained in this Prospectus in connection with the issue or sale of the Notes and, if given or made, such 
information or representation must not be relied upon as having been authorised by the Issuer, the 
Guarantors or any of the Dealers or the Global Co-ordinators (as defined in “Overview of the 
Programme”). Neither the delivery of this Prospectus nor any sale made in connection herewith shall, 
under any circumstances, create any implication that there has been no change in the affairs of the 
Issuer or the Guarantors since the date hereof or the date upon which this Prospectus has been most 
recently amended or supplemented or that there has been no adverse change in the financial position of 
the Issuer or the Guarantors since the date hereof or the date upon which this Prospectus has been 
most recently amended or supplemented or that any other information supplied in connection with the 
Programme is correct as of any time subsequent to the date on which it is supplied or, if different, the 
date indicated in the document containing the same. 
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In the case of any Notes which are to be admitted to trading on a regulated market within the European 
Economic Area or offered to the public in a Member State of the European Economic Area in 
circumstances which require the publication of a prospectus under the Prospectus Directive, the 
minimum specified denomination shall be €100,000 (or its equivalent in any other currency as at the 
date of issue of the Notes). 

The distribution of this Prospectus and the offering or sale of the Notes in certain jurisdictions may be 
restricted by law. Persons into whose possession this Prospectus comes are required by the Issuer, the 
Guarantors, the Dealers and the Global Co-ordinators to inform themselves about and to observe any 
such restriction. The Notes have not been and will not be registered under the United States Securities 
Act of 1933 (the “Securities Act”) and include Notes in bearer form that are subject to U.S. tax law 
requirements. Subject to certain exceptions, Notes may not be offered, sold or delivered within the 
United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under the 
Securities Act (“Regulation S”) in the case of Registered Bonds, or as defined in the U.S. Internal 
Revenue Code of 1986, as amended, and regulations thereunder in the case of Bearer Bonds). For a 
description of certain restrictions on offers and sales of Notes and on distribution of this Prospectus, see 
“Subscription and Sale”. 

This Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer, the 
Guarantors or the Dealers to subscribe for, or purchase, any Notes. 

No representation, warranty or undertaking, express or implied, is made and to the fullest extent 
permitted by law, none of the Dealers, the Global Co-ordinators, the Security Trustee, the Note Trustee 
nor the Issuing and Paying Agent accepts any responsibility for the contents of this Prospectus or for 
any other statement, made or purported to be made by the Global Co-ordinators, the Dealers, the 
Security Trustee, the Note Trustee or the Issuing and Paying Agent or on its behalf in connection with 
the Issuer, the Guarantors, or the issue and offering of the Notes. Each of the Global Co-ordinators, the 
Dealers, the Security Trustee, the Note Trustee and the Issuing and Paying Agent accordingly disclaims 
all and any liability whether arising in tort or contract or otherwise (save as referred to above) which it 
might otherwise have in respect of this Prospectus or any such statement.  

No person is or has been authorised by any of the Global Co-ordinators, the Dealers, the Note Trustee, 
the Security Trustee or the Issuing and Paying Agent to give any information or to make any 
representation not contained in or not consistent with this Prospectus or any other information supplied 
in connection with the Programme or the Notes and, if given or made, such information or 
representation must not be relied upon as having been authorised by any of the Global Co-ordinators, 
the Dealers, the Note Trustee, the Security Trustee or the Issuing and Paying Agent. 

Neither this Prospectus nor any other financial statements are intended to provide the basis of any 
credit or other evaluation and should not be considered as a recommendation by any of the Issuer, the 
Guarantors, the Global Co-ordinators, the Dealers, the Security Trustee, the Note Trustee or the 
Issuing and Paying Agent that any recipient of this Prospectus or any other financial statements should 
purchase the Notes. Each potential purchaser of Notes should determine for itself the relevance of the 
information contained in this Prospectus and its purchase of Notes should be based upon such 
investigation as it deems necessary. None of the Dealers, the Global Co-ordinators, the Security Trustee, 
the Note Trustee nor the Issuing and Paying Agent undertakes to review the financial condition or 
affairs of the Issuer or the Guarantors during the life of the arrangements contemplated by this 
Prospectus nor to advise any investor or potential investor in the Notes of any information coming to 
the attention of any of the Dealers, the Global Co-ordinators, the Security Trustee, the Note Trustee or 
the Issuing and Paying Agent. 
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Neither the delivery of this Prospectus nor the offering, sale or delivery of any Notes shall in any 
circumstances imply that the information contained herein concerning the Issuer and the Guarantors is 
correct at any time subsequent to the date hereof or the date upon which this Prospectus has been most 
recently amended or supplemented or that there has been no adverse change in the financial position of 
the Issuer or the Guarantors since the date hereof or the date upon which this Prospectus has been 
most recently amended or supplemented or that any other information supplied in connection with the 
Programme is correct as of any time subsequent to the date on which it is supplied or, if different, the 
date indicated in the document containing the same. None of the Global Co-ordinators, the Dealers, the 
Note Trustee, the Security Trustee or the Issuing and Paying Agent expressly undertakes to review the 
financial condition or affairs of any of the Issuer or the Guarantors during the life of the Programme or 
to advise any investor in the Notes of any information coming to their attention. Investors should 
review the most recently published documents incorporated by reference into this Prospectus when 
deciding whether or not to purchase any Notes. 

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Notes in any 
jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction. 
The distribution of this Prospectus and the offer or sale of Notes may be restricted by law in certain 
jurisdictions. None of the Global Co-ordinators, the Dealers, the Note Trustee, the Security Trustee nor 
the Issuing and Paying Agent represents that this Prospectus may be lawfully distributed, or that any 
Notes may be lawfully offered, in compliance with any applicable registration or other requirements in 
any such jurisdiction, or pursuant to an exemption available thereunder, or assumes any responsibility 
for facilitating any such distribution or offering. In particular, no action has been taken by the Global 
Co-ordinators, the Dealers, the Note Trustee, the Security Trustee or the Issuing and Paying Agent 
which would permit a public offering of any Notes or distribution of this Prospectus in any jurisdiction 
where action for that purpose is required. Accordingly, no Notes may be offered or sold, directly or 
indirectly, and neither this Prospectus nor any advertisement or other offering material may be 
distributed or published in any jurisdiction, except under circumstances that will result in compliance 
with any applicable laws and regulations. Persons into whose possession this Prospectus or any Notes 
may come must inform themselves about, and observe, any such restrictions on the distribution of this 
Prospectus and the offering and sale of Notes. In particular, there are restrictions on the distribution of 
this Prospectus and the offer or sale of Notes in the United States, the European Economic Area, the 
United Kingdom and Japan. See the section entitled “Subscription and Sale”. 

In making an investment decision, investors must rely on their own examination of the Issuer and the 
Guarantors and the terms of the Notes being offered, including the merits and risks involved. None of 
the Global Co-ordinators, the Dealers, the Note Trustee, the Security Trustee nor the Issuing and 
Paying Agent makes any representation to any investor in the Notes regarding the legality of its 
investment under any applicable laws. Any investor in the Notes should be able to bear the economic 
risk of an investment in the Notes for an indefinite period of time. 

In connection with the issue of any Tranche (as defined in “Overview of the Programme – Method of 
Issue”), the Dealer or Dealers (if any) named as the stabilising manager(s) (the “Stabilising 
Manager(s)”) (or any person acting on behalf of any Stabilising Manager(s)) in the applicable Final 
Terms may over-allot Notes or effect transactions with a view to supporting the market price of the 
Notes at a level higher than that which might otherwise prevail. However, there is no assurance that the 
Stabilising Manager(s) (or any person acting on behalf of any Stabilising Manager) will undertake 
stabilisation action. Any stabilisation action may begin on or after the date on which adequate public 
disclosure of the terms of the offer of the relevant Tranche is made and, if begun, may be ended at any 
time, but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche and 
60 days after the date of the allotment of the relevant Tranche. Any stabilisation action or over-
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allotment must be conducted by the relevant Stabilising Manager(s) (or any person acting on behalf of 
any Stabilising Manager(s)) in accordance with all applicable laws and rules. 

In this Prospectus, unless otherwise specified or the context otherwise requires, references to “£”, 
“Pounds”, “pounds”, “Sterling” or “sterling” are to the lawful currency of the United Kingdom, 
references to “$”, “U.S. Dollars” or “U.S.$” are to the lawful currency of the United States and to “€”, 
“euro” and “Euro” are to the currency introduced at the third stage of European economic and 
monetary union pursuant to the Treaty establishing the European Community, as amended. 
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DOCUMENTS INCORPORATED BY REFERENCE 

This Prospectus should be read and construed in conjunction with the following sections of the base 
prospectus in respect of the Southern Water Services (Finance) Limited Multicurrency Programme for the 
issuance of Guaranteed Bonds base prospectus dated 12 April 2011 (the “SWS Base Prospectus”), which are 
incorporated by reference into and form part of this Prospectus: 

 Section Title/Reference Page(s) 

1.1 Chapter 1 – Parties 10-13 

1.2 Chapter 3 – Risk Factors (please refer below to the section 
entitled “Risk Factors – Principal risks associated with SWS 
and its business” for the specific risk factors incorporated) 

24-45 

1.3 Chapter 4 –Summary Financing Structure  46-53 

1.4 Chapter 5 – Description of the SWS Financing Group 54-76 

1.5 Chapter 6 – Regulation of the Water and Wastewater 
Industries in England and Wales 

77-117 

1.6 Chapter 7 – Summary of the Financing Agreements 118-180 

1.7 Index of Defined Terms 252-317 

 

The SWS Base Prospectus was published and approved by the Financial Services Authority on 12 April 2011. 

The sections of the SWS Base Prospectus referred to above shall be incorporated in and form part of this 
Prospectus (including any statements or sections incorporated by reference therein), save that any statement 
contained in such documents, or sections of a document, which are incorporated by reference herein shall be 
modified or superseded for the purpose of this Prospectus to the extent that a statement contained herein 
modifies or supersedes such earlier statement (whether expressly, by implication or otherwise). Any statement 
so modified or superseded shall not, except as so modified or superseded, constitute a part of this Prospectus.  

Copies of documents incorporated by reference in this Prospectus may be obtained (without charge) from the 
registered office of the Issuer and the website of the Regulatory News Service operated by the London Stock 
Exchange http://www.londonstockexchange.com/exchange/prices-and-news/news/market-news/market-news-
home.html. 
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SUPPLEMENTARY PROSPECTUS  

Following the publication of this Prospectus, a supplementary prospectus may be prepared by the Issuers and 
approved by the UK Listing Authority, which will comprise supplementary listing particulars in accordance 
with section 81 of the FSMA. Statements contained in any such supplementary prospectus (or contained in 
any document incorporated by reference therein) shall, to the extent applicable (whether expressly, by 
implication or otherwise), be deemed to modify or supersede statements contained in this Prospectus. Any 
statement so modified or superseded shall not, except as so modified or superseded, constitute a part of this 
Prospectus.  

The Issuer and the Guarantors will, in the event of any significant new factor, material mistake or inaccuracy 
relating to information included in this Prospectus which is capable of affecting the assessment of any Notes, 
prepare a supplementary prospectus or publish a new Prospectus for use in connection with any subsequent 
issue of Notes. 
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OVERVIEW OF THE PROGRAMME 

The following overview is qualified in its entirety by the remainder of this Prospectus. 

Issuer: Southern Water (Greensands) Financing plc 

Guarantors: Greensands Holdings Limited, Greensands (UK) Limited, 
Greensands Junior Finance Limited and Greensands Senior 
Finance Limited 

Greensands Financing Group: The Guarantors and the Issuer 

Description: Guaranteed Secured Medium Term Note Programme pursuant 
to which the Issuer may issue Notes. 

Size: Up to £1,000,000,000 (or the equivalent in other currencies at 
the date of issue) aggregate nominal amount of Notes 
outstanding at any one time. From time to time the Issuer and 
the Guarantors may increase the Programme Limit in 
accordance with the Dealership Agreement. 

Source of Funds for Required 
Payments by the Issuer and 
the Guarantors: 

The payment by Greensands Senior Finance Limited of interest, 
principal and other amounts to the Issuer under the Senior 
Finance/Issuer Loan Agreement and payments under the 
Guarantee by the Guarantors will be the principal sources of 
funds for the Issuer to make its required payments in respect of 
the Notes outstanding from time to time. 
The Guarantors will be reliant upon the payment by its 
subsidiaries (including SWS) of amounts under intragroup 
loans, dividends and certain other distributions to meet (i) in the 
case of Greensands Senior Finance Limited, its payment 
obligations in respect of interest and principal due to the Issuer 
under the Senior Finance/Issuer Loan Agreement and (ii) any 
payment obligations under the Guarantee. The Guarantors (and, 
in turn, the Issuer) will therefore be substantially reliant on the 
cashflow of SWS in fulfilling their respective obligations under 
the Notes. 

Global Co-ordinators: Deutsche Bank AG, London Branch 
HSBC Bank plc 
UBS Limited 

Dealers: Merrill Lynch International 
Deutsche Bank AG, London Branch 
HSBC Bank plc 
ING Bank N.V. 
National Australia Bank Limited 
UBS Limited 
The Issuer may from time to time terminate the appointment of 
any dealer under the Programme or appoint additional dealers 
either in respect of one or more Tranches or in respect of the 
whole Programme. References in this Prospectus to 
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“Permanent Dealers” are to the persons listed above as 
Dealers and to such additional persons that are appointed as 
dealers in respect of the whole Programme (and whose 
appointment has not been terminated) and references to 
“Dealers” are to all Permanent Dealers and all persons 
appointed as a dealer in respect of one or more Tranches. 

Note Trustee: Deutsche Trustee Company Limited will act as note trustee (the 
“Note Trustee”) for and on behalf of the holders of the Notes 
(each a “Noteholder”). 

Security Trustee: Deutsche Trustee Company Limited will act as security trustee 
(the “Security Trustee”), for itself and on behalf of the Secured 
Creditors, and will hold, and will be entitled to enforce the 
Transaction Security (as described below) on behalf of the 
Secured Creditors (including the Lenders under the Facilities 
Agreement) subject to the terms of the Intercreditor Agreement 
and the Security Agreement. 

Secured Creditors: The Secured Creditors will comprise any person who from time 
to time is a party to, or has acceded to, the Intercreditor 
Agreement as a Secured Creditor, and include, as at the date of 
this Prospectus, the Security Trustee, the Note Trustee (for itself 
and on behalf of the Initial Noteholders), the Initial 
Noteholders, the Issuing and Paying Agent, the Transfer Agent, 
the Paying Agent, the Calculation Agent, the Registrar and the 
Lenders and the Hedge Counterparties. Other parties may 
become Secured Creditors from time to time by acceding to the 
Intercreditor Agreement. 

Lenders: The lenders under an agreement for a secured term facility of 
£200 million (which shall be reduced pound for pound) to the 
extent that the proceeds of the Initial Notes are equal to an 
amount in excess of £250,000,000) and a working capital 
facility of £25 million (the “Facilities Agreement”) entered 
into by Southern Water (Greensands) Financing plc as borrower 
and Greensands Holdings Limited, Greensands (UK) Limited, 
Greensands Junior Finance Limited and Greensands Senior 
Finance Limited as Guarantors, and any other lenders which 
may, by acceding to the Intercreditor Agreement, from time to 
time become Secured Creditors in respect of any Loan 
Facilities entered into by the Guarantors or the Issuer. Amounts 
will be able to be drawn under the Facilities Agreement as from 
the Effective Date. 

Issuing and Paying Agent and 
Calculation Agent: 

Deutsche Bank AG, London Branch  

Paying Agent, Transfer Agent and 
Registrar: 

Deutsche Bank Luxembourg S.A. 
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Method of Issue: The Notes will be issued on a syndicated or non-syndicated 
basis and, in each case, by way of private or public placement. 
The Notes will be issued in series (each a “Series”) having one 
or more issue dates and on terms otherwise identical (or 
identical other than in respect of the first payment of interest), 
the Notes of each Series being intended to be interchangeable 
with all other Notes of that Series. Each Series may be issued in 
tranches (each a “Tranche”) on the same or different issue 
dates. The specific terms of each Tranche (which will be 
completed, where necessary, with the relevant terms and 
conditions and, save in respect of the issue date, issue price, 
first payment of interest and nominal amount of the Tranche, 
will be identical to the terms of other Tranches of the same 
Series) will be completed in the final terms (the “Final 
Terms”). 

Issue Price: Notes may be issued at their nominal amount or at a discount or 
premium to their nominal amount. Partly-paid Notes may be 
issued, the issue price of which will be payable in two or more 
instalments. 

Notes with a maturity of less than one 
year: 

Notes issued on terms that they must be redeemed before their 
first anniversary will constitute deposits for the purposes of the 
prohibition on accepting deposits contained in section 19 of the 
FSMA, unless they are issued to a limited class of professional 
investors and have a denomination of at least £100,000 or its 
equivalent. See “Subscription and Sale”. 

Certain Restrictions: Each issue of Notes denominated in a currency in respect of 
which particular laws, guidelines, regulations, restrictions or 
reporting requirements apply will only be issued in 
circumstances which comply with such laws, guidelines, 
regulations, restrictions or reporting requirements from time to 
time including the following restrictions applicable at the date 
of this Prospectus. See “Subscription and Sale”. 

 
Form of Notes: 

 
The Notes may be issued in bearer form (“Bearer Notes”) or in 
registered form (“Registered Notes”) only. Each Tranche of 
Bearer Notes will be represented on issue by a Temporary 
Global Note if (i) definitive Notes are to be made available to 
Noteholders following the expiry of 40 days after their issue 
date or (ii) such Notes have an initial maturity of more than one 
year and are being issued in compliance with the D Rules (as 
defined in “Selling Restrictions” below), otherwise such 
Tranche will be represented by a Permanent Global Note. 
Registered Notes will be represented by Certificates, one 
Certificate being issued in respect of each Noteholder’s entire 
holding of Registered Notes of one Series. Certificates 
representing Registered Notes that are registered in the name of 
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a nominee for one or more clearing systems are referred to as 
“Global Certificates”. 

Clearing Systems: Clearstream, Luxembourg, Euroclear and, in relation to any 
Tranche, such other clearing system as may be agreed between 
the Issuer, the Issuing and Paying Agent, the Note Trustee and 
the relevant Dealer. 

Initial Delivery of Notes: On or before the issue date for each Tranche, if the relevant 
Global Note is an NGN or the relevant Global Certificate is 
held under the NSS, the Global Note or Global Certificate will 
be delivered to a Common Safekeeper for Euroclear and 
Clearstream, Luxembourg. On or before the issue date for each 
Tranche, if the relevant Global Note is a CGN or the relevant 
Global Certificate is not held under the NSS, the Global Note 
representing Bearer Notes or the Global Certificate representing 
Registered Notes may be deposited with a Common Depositary. 
Global Notes or Global Certificates may also be deposited with 
any other clearing system or may be delivered outside any 
clearing system provided that the method of such delivery has 
been agreed in advance by the Issuer, the Issuing and Paying 
Agent, the Note Trustee and the relevant Dealer. Registered 
Notes that are to be credited to one or more clearing systems on 
issue will be registered in the name of nominees or a common 
nominee for such clearing systems. 

Currencies: Subject to compliance with all relevant laws, regulations and 
directives, Notes may be issued in any currency agreed between 
the Issuer, the Guarantors and the relevant Dealer. 

Maturities: Subject to compliance with all relevant laws, regulations and 
directives, any maturity as may be agreed between the Issuer, 
the Guarantors and the relevant Dealer. 

Specified Denomination: Definitive Notes will be in such denominations as may be 
specified in the relevant Final Terms save that unless otherwise 
permitted by then current laws and regulations, Notes which 
have a maturity of less than one year will have a minimum 
denomination of £100,000 (or its equivalent in other 
currencies). 

Fixed Rate Notes: Fixed interest will be payable in arrear on the date or dates in 
each year specified in the relevant Final Terms. 

Floating Rate Notes: Floating Rate Notes will bear interest determined separately for 
each Series as follows:  

(i) on the same basis as the floating rate under a 
notional interest rate swap transaction in the 
relevant Specified Currency governed by an 
agreement incorporating the 2006 ISDA 
Definitions, as published by the International 
Swaps and Derivatives Association, Inc; or 
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 (ii) by reference to LIBOR, LIBID, LIMEAN or 
EURIBOR (or such other benchmark as may be 
specified in the relevant Final Terms) as adjusted 
for any applicable margin.  

Interest periods will be specified in the relevant Final Terms. 

Zero Coupon Notes: Zero Coupon Notes (as defined in “Terms and Conditions of the 
Notes”) may be issued at their nominal amount or at a discount 
to it and will not bear interest. 

Dual Currency Notes: Payments (whether in respect of principal or interest and 
whether at maturity or otherwise) in respect of Dual Currency 
Notes (as defined in “Terms and Conditions of the Notes”) will 
be made in such currencies, and based on such rates of 
exchange as may be specified in the relevant Final Terms. 

Index Linked Notes: Payments of principal in respect of Index Linked Redemption 
Notes (as defined in “Terms and Conditions of the Notes”) or of 
interest in respect of Index Linked Interest Notes (as defined in 
“Terms and Conditions of the Notes”) will be calculated by 
reference to such index and/or formula as may be specified in 
the relevant Final Terms. 

Interest Periods and Interest Rates: The length of the interest periods for the Notes and the 
applicable interest rate or its method of calculation may differ 
from time to time or be constant for any Series. Notes may have 
a maximum interest rate, a minimum interest rate, or both. The 
use of interest accrual periods permits the Notes to bear interest 
at different rates in the same interest period. All such 
information will be set out in the relevant Final Terms. 

Redemption: The relevant Final Terms will specify the basis for calculating 
the redemption amounts payable. Unless permitted by then 
current laws and regulations, Notes which have a maturity of 
less than one year must have a minimum redemption amount of 
£100,000 (or its equivalent in other currencies). 

Redemption by Instalments: The Final Terms issued in respect of each issue of Notes that 
are redeemable in two or more instalments will set out the dates 
on which, and the amounts in which, such Notes may be 
redeemed. 

Optional Redemption: The Final Terms issued in respect of each issue of Notes will 
state whether such Notes may be redeemed prior to their stated 
maturity at the option of the Issuer (either in whole or in part) 
and/or the holders, and if so the terms applicable to such 
redemption. 

Early Redemption: Except as provided in “Optional Redemption” above, Notes 
will be redeemable at the option of the Issuer prior to maturity 
only for tax reasons. See “Terms and Conditions of the Notes – 
Redemption, Purchase and Options”. 

Put Option: If there is a Guarantor Change of Control Event, the Notes may 
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be redeemed in full. See “Terms and Conditions of the Notes - 
Redemption, Purchase and Options”.  

Other Notes: Terms applicable to high interest Notes, low interest Notes, 
step-up Notes, step-down Notes, reverse dual currency Notes, 
optional dual currency Notes, Partly-paid Notes and any other 
type of Note that the Issuer, the Note Trustee and any Dealer or 
Dealers may agree to issue under the Programme will be set out 
in the relevant Final Terms and the relevant supplementary 
prospectus. 

Status of Notes: The Notes will be secured obligations of the Issuer and at all 
times shall rank pari passu and without any preference among 
themselves. The Notes are guaranteed by the Guarantors. 
The Notes represent the rights of the holders of such Notes to 
receive interest and principal from the Issuer pursuant to the 
Terms and Conditions of the Notes and the Trust Deed. 

Status of Guarantee: The Guarantee by the Guarantors is an unconditional, 
irrevocable and unsubordinated secured obligation of each of 
the Guarantors. 

Negative Pledge: See “Terms and Conditions of the Notes – Negative Pledge and 
Covenants”. 

Cross Acceleration: See “Terms and Conditions of the Notes – Events of Default”. 

Financial Covenants: See “Overview of the Key Documents – Trust Deed - Financial 
Covenants”. 

No Acquisitions: See “Overview of the Key Documents – Trust Deed - Covenants 
of the Issuer and the Guarantors”. 

No Merger: See “Overview of the Key Documents – Trust Deed - Covenants 
of the Issuer and the Guarantors”. 

No Disposal of SWS: See “Overview of the Key Documents – Trust Deed - Covenants 
of the Issuer and the Guarantors”. 

No Loans or Credit: See “Overview of the Key Documents – Trust Deed - Covenants 
of the Issuer and the Guarantors”. 

No Guarantees: See “Overview of the Key Documents – Trust Deed - Covenants 
of the Issuer and the Guarantors”. 

Ratings: Tranches of Notes will be rated or unrated. Where a Tranche of 
Notes is to be rated, such rating will be specified in the relevant 
Final Terms. 
A rating is not a recommendation to buy, sell or hold securities 
and may be subject to suspension, reduction or withdrawal at 
any time by the assigning rating agency. 

Withholding Tax: All payments of principal and interest in respect of the Notes 
will be made free and clear of withholding taxes of the United 
Kingdom unless the withholding is required by law. In such 
event, the Issuer or the Guarantors shall, subject to customary 
exceptions (including the ICMA Standard EU Tax Exemption 
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Tax Language), pay such additional amounts as shall result in 
receipt by the Noteholder of such amounts as would have been 
received by it had no such withholding been required, all as 
described in “Terms and Conditions of the Notes – Taxation”. 

Transaction Security: The security granted to the Security Trustee pursuant to the 
Security Agreement and any other Transaction Security 
Document. 

Note Documents: The Notes, the Trust Deed, the Agency Agreement, the 
Dealership Agreement and the Senior Finance/Issuer Loan 
Agreement. 

Finance Documents: The Note Documents, the Facilities Agreement, the Hedging 
Agreements and any other Finance Documents as may be 
entered into from time to time pursuant to the Intercreditor 
Agreement. 

Senior Finance/Issuer Loan 
Agreement: 

The loan agreement which will be entered into between the 
Issuer and Greensands Senior Finance Limited (the “Senior 
Finance/Issuer Loan Agreement”) pursuant to which (a) the 
Issuer will grant intra-group loans (each an “Intragroup 
Loan”) to Greensands Senior Finance Limited in amounts 
equal to (i) the proceeds of the Notes issued by the Issuer, and 
(ii) the proceeds of amounts drawn under the Facilities 
Agreement or any other Loan Facility entered into by the 
Issuer. Funds received under the Senior Finance/Issuer Loan 
Agreement by the Issuer will enable the Issuer to, among other 
things, make payments on the Notes, under the Facilities 
Agreement and other Loan Facilities, and fund its costs and 
expenses. 

Intercreditor Agreement: The intercreditor agreement which will be entered into between 
the Secured Creditors (and, in the case of the Noteholders, the 
Note Trustee on behalf of the Noteholders), the Issuer and the 
Guarantors to regulate the claims of the Secured Creditors and 
the rights of the Issuer and the Guarantors (the “Intercreditor 
Agreement”). See “Intercreditor, Enforcement and the 
Facilities Agreement”. 

Transaction Security Documents: The Security Agreement and any other docments entered into at 
any time by the Issuer and the Guarantors which grants any 
Security in favour of the Security Trustee (to be held on trust 
for the Secured Creditors). The claims of the Secured Creditors 
in respect of the Transaction Security will be regulated by the 
Intercreditor Agreement. 

Governing Law of the Notes: English. 

Listing and Admission to Trading: Application has been made to list Notes issued under the 
Programme on the Official List and to admit them to trading on 
the PSM or as otherwise specified in the relevant Final Terms 
and references to listing shall be construed accordingly. As 
specified in the relevant Final Terms, a Series of Notes may be 
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unlisted. 

Redenomination, Renominalisation 
and/or Consolidation: 

Notes denominated in a currency of a country that subsequently 
participates in the third stage of European Economic and 
Monetary Union may be subject to redenomination, 
renominalisation and/or consolidation with other Notes then 
denominated in euro. The provisions applicable to any such 
redenomination, renominalisation and/or consolidation will be 
as specified in the relevant Final Terms. 

Selling Restrictions: The United States, the European Economic Area (including the 
United Kingdom) and Japan. See “Subscription and Sale”.  

United States Selling Restrictions: The Issuer is a Category 2 issuer for the purposes of Regulation 
S under the Securities Act. 

 The Notes will be issued in compliance with U.S. Treas. Reg. 
§1.163-5(c)(2)(i)(D) (the “D Rules”) unless (i) the relevant 
Final Terms state that Notes are issued in compliance with U.S. 
Treas. Reg. §1.163-5(c)(2)(i)(C) (the “C Rules”) or (ii) the 
Notes are issued other than in compliance with the D Rules or 
the C Rules but in circumstances in which the Notes will not 
constitute “registration required obligations” under the United 
States Tax Equity and Fiscal Responsibility Act of 1982 
(“TEFRA”), which circumstances will be referred to in the 
relevant Final Terms as a transaction to which TEFRA is not 
applicable. 

Risk Factors: There are certain factors that may affect the Issuer’s and/or the 
Guarantors’ ability to fulfil their obligations under Notes issued 
under the Programme. These are set out under ‘‘Risk Factors’’. 
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RISK FACTORS 

The Issuer and the Guarantors believe that the following factors may affect their ability to fulfil their 
obligations under the Notes issued under the Programme. All of these factors are contingencies which may or 
may not occur and neither the Issuer nor the Guarantors is in a position to express a view on the likelihood of 
any such contingency occurring. 

Factors which the Issuer and the Guarantors believe may be material for the purpose of assessing the market 
risks associated with Notes issued under the Programme are also described below.  

The Issuer and the Guarantors believe that the factors described below represent the material risks inherent 
in investing in Notes issued under the Programme, but the Issuer or the Guarantors may be unable to pay 
interest, principal or other amounts on or in connection with any Notes for other reasons that cannot 
reasonably be considered to be significant, are currently unknown, or the Issuer and Guarantors are unable 
to anticipate and accordingly neither the Issuer nor the Guarantors represents that the statements below 
regarding the risks of holding any Notes are exhaustive. Prospective investors should also read the detailed 
information set out elsewhere in this Prospectus (including any documents incorporated by reference herein) 
and reach their own views prior to making any investment decision.  

Factors that may affect the Issuer’s and the Guarantors’ ability to fulfil their obligations 
under or in connection with Notes issued under the Programme 

The Issuer is a special purpose financing entity 
The Issuer is a special purpose financing entity with no business operations other than raising external 
funding for Greensands Senior Finance Limited through the issuance of the Notes and other debt finance. The 
Issuer’s only source of funds will be the repayment of amounts by Greensands Senior Finance Limited 
pursuant to the Senior Finance/Issuer Loan Agreement made by the Issuer to Greensands Senior Finance 
Limited. Therefore, the Issuer is subject to all the risks relating to revenues and expenses to which Greensands 
Senior Finance Limited is subject as set out or incorporated by reference herein. 

The Guarantors are holding companies with no operations and rely on their operating subsidiaries to 
provide them with funds necessary to meet their financial obligations 
The Guarantors are holding companies with no material, direct business operations. The principal assets of the 
Guarantors are the equity interests they directly or indirectly hold in their operating subsidiaries (primarily 
Southern Water Services Limited (“SWS”)). As a result, the Guarantors are dependent on loans, interest, 
dividends and other payments from their subsidiaries to generate the funds necessary to meet their financial 
obligations, including the repayment of any Intragroup Loans. The Guarantors’ subsidiaries are separate and 
distinct legal entities and, except for the Issuer, Greensands (UK) Limited, Greensands Senior Finance 
Limited and Greensands Junior Finance Limited, they will have no obligation, contingent or otherwise, to pay 
amounts due under the Notes or to make any funds available to pay those amounts, whether by dividends, 
distributions, advances, loans or other payments. Accordingly, risks that have an impact on the subsidiaries of 
the Guarantors (as set out in more detail in the following 6 paragraphs) and incorporated herein (see further 
“Principal risks associated with SWS and its business” below) could affect the amount of funds available to 
the Guarantors to enable the Guarantors to satisfy in full and on a timely basis their respective obligations 
under (in the case of Greensands Senior Finance Limited) the Senior Finance/Issuer Loan Agreement and (in 
the case of all the Guarantors) the Guarantee. In addition, SWS is restricted from declaring or paying 
dividends as part of the SWS Financing as defined and further described below, such restrictions being 
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dependent on the financial performance of SWS. See further “Risk Factors – Principal risks associated with 
SWS and its business” below.  

SWS is subject to certain restrictions in paying dividends as part of its covenant-based ring-fencing 
In July 2003, SWS implemented a significant corporate restructuring and financing (the “SWS Financing”) 
and created a new “ring-fenced” financing group (being the “Southern Water Services Financing Group”). 
The Southern Water Services Financing Group consists of SWS Group Holdings Limited, SWS Holdings 
Limited, SWS, Southern Water Services (Finance) Limited, Southern Water Pension Trustees Limited and 
Southern Water Executive Pension Scheme Trustees Limited (see diagram, “Group Structure of Greensands 
Holdings Limited and its Principal Subsidiaries” above). A key aspect of this covenant-based ring-fencing is 
that SWS is only entitled to pay any dividends (albeit indirectly) or make any other payments 
(“distributions”) to shareholders of the Southern Water Services Financing Group if certain conditions are 
satisfied, including that no potential or actual event of default or trigger event under the SWS Financing is 
continuing or would result from such payment and that certain financial ratio tests are satisfied. In addition, 
there are restrictions on the amounts of distributions permitted under the SWS Financing. Notwithstanding 
these restrictions on distributions, members of the Southern Water Services Financing Group can, if certain 
conditions are satisfied, enter into certain Permitted Tax Loss Transactions with other members of the 
Southern Water Services Financing Group. See Chapter 7 (Summary of the Financing Arrangements) of the 
SWS Base Prospectus for further details. 

SWS is subject to certain restrictions in paying dividends as part of its regulatory ring-fencing 
As part of its obligations as a regulated company, SWS is subject to certain ring-fencing restrictions under its 
current Licence. In addition to the covenant restrictions applicable to distributions under the SWS Financing, 
SWS is required pursuant to its Licence to declare or pay dividends only in accordance with a dividend policy 
which has been approved by the board of directors of SWS and which complies with the principles: (i) that 
dividends will not impair the ability of SWS to finance its regulated business; and (ii) that under a system of 
incentive regulation, dividends would be expected to reward efficiency and the management of economic risk. 
See Chapter 4 (Description of the SWS Financing Group) of the SWS Base Prospectus for further details. As 
set out in the risk factor entitled “The Guarantors are holding companies with no operations and rely on their 
operating subsidiaries to provide them with funds necessary to meet their financial obligations” the 
Guarantors are dependant on loans, interest, dividends and other payments from their subsidiaries to generate 
funds necessary to meet their financial obligations and so restrictions on the ability of SWS to make 
distributions could impact on the amounts available to the Guarantor to make payment sunder the Senior 
Finance/Issuer Loan Agreement and the Guarantee as applicable. 

Noteholders are structurally subordinated to claims of creditors of the Guarantors’ subsidiaries, 
including the secured creditors of SWS under the SWS Financing 
The ability of the Guarantors’ subsidiaries to make distributions and other payments depends on their earnings 
and may be subject to statutory or contractual restrictions. As an equity investor in its subsidiaries, the 
Guarantors’ right to receive assets upon their liquidation or reorganisation will be effectively subordinated to 
the claims of creditors of its subsidiaries. To the extent that the Guarantors are recognised as creditors of such 
subsidiaries, the Guarantors’ claims may still be subordinated to any security interest in or other lien on the 
assets of such subsidiaries and to any of their debt or other obligations that are senior to the Guarantors’ 
claims. 

If share security under the SWS Financing is enforced, the Guarantors may no longer be indirect 
shareholders of SWS 
Each of SWS Group Holdings Limited and SWS Holdings Limited has granted share security as part of the 
SWS Financing over shares in its direct subsidiary. If the secured creditors in respect of the SWS Financing 



 

 
21 

elect to enforce their rights thereunder, then such security over the shares in SWS Holdings Limited and SWS 
may be enforced and such enforcement may result in a sale of SWS, and subsequently, the Guarantors no 
longer being indirect shareholders of SWS. As set out in the risk factor entitled “The Guarantors are holding 
companies with no operations and rely on their operating subsidiaries to provide them with funds necessary 
to meet their financial obligations” the Guarantors are dependant on loans, interest, dividends and other 
payments from their subsidiaries to generate funds necessary to meet their financial obligations and so if the 
Guarantors are no longer indirect shareholders of SWS, this will affect the Guarantors’ ability to fulfil their 
obligations under the Senior Finance/Issuer Loan Agreement and the Guarantee as applicable. 

High Leverage of SWS 
SWS has indebtedness that is substantial in relation to its shareholders’ equity. The Southern Water Services 
Financing Group at 31 March 2010 is leveraged to 79 per cent. as a percentage of total debt to RCV (as 
defined on page 302 of the SWS Base Prospectus). If certain Trigger Event Ratio Levels (as defined on page 
150 of the SWS Base Prospectus) are breached, SWS is restricted from paying distributions – see the section 
entitled “Trigger Events” on page 150 of the SWS Base Prospectus for further details. Accordingly, there can 
be no assurance as to the ability of SWS to pay distributions to its shareholders, and ultimately the 
Guarantors, to enable the Issuer or the Guarantors to pay amounts due and owing in respect of the Notes. 

Principal risks associated with SWS and its business 
The principal risks to which SWS and its business are subject are set out in the following risk factors from 
Chapter 3 of the SWS Base Prospectus, which are incorporated by reference in this Prospectus (see 
“Documents Incorporated by Reference”): 

(i) Legal, Regulatory and Competition Considerations; 

(ii) SWS Revenue and Costs Considerations; 

(iii) Certain Legal Considerations; 

(iv) Issuer and Bond Considerations – Rating of the Bonds; and 

(v) Issuer and Bond Considerations – Funding Risks in relation to the Defined Benefits under SWPS. 

There is no assurance that any credit rating assigned to any bonds issued by Southern Water Services 
(Finance) Limited will continue for any period of time or that it will not be reviewed, revised, suspended or 
withdrawn entirely by the relevant credit rating agency. 

Future Financing 
The Issuer or the Guarantors may need to raise further debt from time to time in order to, among other things: 

(a) on each date on which principal is required to be repaid and on the maturity date of the relevant 
Tranche of Notes, refinance the Notes; and 

(b) refinance any other debt (including under any Loan Facility) the terms of which have become 
inefficient or which have a scheduled partial or final maturity prior to the final maturity of the Notes. 

While the Intercreditor Agreement contemplates the circumstances under which such further debt can be 
raised, there can be no assurance that the Issuer or the Guarantors will be able to raise sufficient funds, or 
funds at a suitable interest rate, or on suitable terms, at the requisite time such that the purposes for which 
such financing is being raised are fulfilled, and in particular such that all amounts then due and payable on the 
Notes or any other maturing indebtedness will be capable of being so paid when due. 
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Factors which are material for the purpose of assessing the market risks associated with Notes 
issued under the Programme 

Notes may not be a suitable investment for all investors 
Each potential investor in any Notes must determine the suitability of that investment in light of its own 
circumstances. In particular, each potential investor should: 

(a) have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes, the 
merits and risks of investing in the relevant Notes and the information contained or incorporated by 
reference in this Prospectus or any applicable supplement; 

(b) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 
particular financial situation, an investment in the relevant Notes and the impact such investment will 
have on its overall investment portfolio; 

(c) have sufficient financial resources and liquidity to bear all of the risks of an investment in the relevant 
Notes, including where principal or interest is payable in one or more currencies, or where the 
currency for principal or interest payments is different from the potential investor’s currency; 

(d) understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any 
relevant indices and financial markets; and 

(e) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 
economic, interest rate and other factors that may affect its investment and its ability to bear the 
applicable risks. 

In addition, an investment in Notes linked to other bases of reference may entail significant risks not 
associated with investments in conventional securities such as debt or equity securities, including, but not 
limited to, the risks set out below in ‘‘Risks related to the structure of a particular issue of Notes’’. 

Some Notes are complex financial instruments and such instruments may be purchased as a way to reduce 
risk or enhance yield with an understood, measured, appropriate addition of risk to their overall portfolios. A 
potential investor should not invest in Notes which are complex financial instruments unless it has the 
expertise (either alone or with the help of a financial adviser) to evaluate how the Notes will perform under 
changing conditions, the resulting effects on the value of such Notes and the impact this investment will have 
on the potential investor's overall investment portfolio. 

Risks related to the structure of a particular issue of Notes 
A wide range of Notes may be issued under the Programme. A number of these Notes may have features 
which contain particular risks for potential investors. Set out below is a description of certain such features: 

Notes subject to optional redemption by the Issuer 
An optional redemption feature is likely to limit the market value of Notes. During any period when the Issuer 
may elect to redeem Notes, the market value of those Notes generally will not rise substantially above the 
price at which they can be redeemed. This also may be true prior to any redemption period. 

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the 
Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an 
effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so at 
a significantly lower rate. Potential investors should consider reinvestment risk in light of other investments 
available at that time. 
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Index Linked Notes and Dual Currency Notes 
The Issuer may issue Notes with principal or interest determined by reference to an index or formula, to 
changes in the prices of securities or commodities, to movements in currency exchange rates or other factors 
(each, a “Relevant Factor”). In addition, the Issuer may issue Notes with principal or interest payable in one 
or more currencies which may be different from the currency in which the Notes are denominated. Potential 
investors should be aware that: 

(a) the market price of such Notes may be volatile; 

(b) they may receive no interest; 

(c) payment of principal or interest may occur at a different time or in a different currency than expected; 

(d) the amount of principal payable at redemption may be less than the nominal amount of such Notes or 
even zero; 

(e) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in 
interest rates, currencies or other indices; 

(f) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or contains 
some other leverage factor, the effect of changes in the Relevant Factor on principal or interest payable 
will be likely to be magnified; and 

(g) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the average 
level is consistent with their expectations. In general, the earlier the change in the Relevant Factor, the 
greater the effect on yield. 

Partly Paid Notes 
The Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to pay any 
subsequent instalment could result in an investor losing all of its investment. 

Variable Rate Notes with a multiplier or other leverage factor 
Notes with variable interest rates can be volatile investments. If they are structured to include multipliers or 
other leverage factors, or caps or floors, or any combination of those features or other similar related features, 
their market values may be even more volatile than those for securities that do not include those features. 

Inverse Floating Rate Notes 
Inverse floating rate notes have an interest rate equal to a fixed rate minus a rate based upon a reference rate 
such as LIBOR. The market values of such Notes typically are more volatile than market values of other 
conventional floating rate debt securities based on the same reference rate (and with otherwise comparable 
terms). Inverse floating rate notes are more volatile because an increase in the reference rate not only 
decreases the interest rate of the Notes, but may also reflect an increase in prevailing interest rates, which 
further adversely affects the market value of these Notes. 

Fixed/Floating Rate Notes 
Fixed/Floating Rate Notes may bear interest at a rate that the Issuer may elect to convert from a fixed rate to a 
floating rate, or from a floating rate to a fixed rate. The Issuer’s ability to convert the interest rate will affect 
the secondary market and the market value of such Notes since the Issuer may be expected to convert the rate 
when it is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed rate to a 
floating rate, the spread on the Fixed/Floating Rate Notes may be less favourable than then prevailing spreads 
on comparable Floating Rate Notes tied to the same reference rate. In addition, the new floating rate at any 
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time may be lower than the rates on other Notes. If the Issuer converts from a floating rate to a fixed rate, the 
fixed rate may be lower than then prevailing rates on its Notes. 

Fixed Rate Notes 

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may 
adversely affect the value of the Fixed Rate Notes. 

Notes issued at a substantial discount or premium 
The market values of securities issued at a substantial discount or premium to their nominal amount tend to 
fluctuate more in relation to general changes in interest rates than do prices for conventional interest-bearing 
securities. Generally, the longer the remaining term of the securities, the greater the price volatility as 
compared to conventional interest-bearing securities with comparable maturities. 

Hedge Counterparty risk 
If the Issuer or, if applicable, a Guarantor enters into any hedging agreements in connection with any issue of 
Notes (for example, in relation to interest rate or currency exposures), it faces the possibility that a Hedge 
Counterparty will become unable to honour its contractual obligations. Hedge Counterparties may default on 
their obligations due to insolvency, bankruptcy, lack of liquidity, operational failure or other reasons. This risk 
may arise, for example, from entering into swap or other derivative contracts under which counterparties have 
obligations to make payments to the Issuer or the Guarantors or from executing trades that fail to settle at the 
required time due to non-delivery by the counterparty or systems failure by clearing agents, exchanges, 
clearing houses or other financial intermediaries. 

Risks related to the Notes generally 
Set out below is a brief description of certain risks relating to the Notes generally: 

Noteholders’ rights subject to the Intercreditor Agreement 
The Noteholders’ rights against the Issuer and the Guarantors are subject to the Intercreditor Agreement, 
which is described in detail in the section entitled “Intercreditor, Enforcement and Facilities Agreement”. 
Whilst the Note Trustee’s rights to take any action to enforce its rights against the Issuer and/or the 
Guarantors following an Event of Default are partially restricted under the Intercreditor Agreement, the taking 
of Permitted Enforcement Action by the Note Trustee is not restricted. The taking of Permitted Enforcement 
Action by the Note Trustee shall trigger an automatic acceleration of the Secured Liabilities. Following such 
automatic acceleration, the Security Trustee shall enforce the Transaction Security in accordance with the 
instructions of the Majority Secured Creditors (which might not include the Noteholders) and the proceeds of 
such enforcement shall be distributed in accordance with the order of payments set out in the Intercreditor 
Agreement. As a result, Noteholders can be bound by the process of enforcement that is determined by the 
Majority Secured Creditors, which may differ from the interests of Noteholders. Noteholders can therefore be 
bound by the result of a particular matter that they voted against, including, for the avoidance of doubt, in 
relation to the enforcement of the Transaction Security. 

Potential disenfranchisement of Noteholders 
In relation to any consent, waiver, approval, discretion, determination, instruction or other decision or any 
other derivative thereof (the “decision”) to be made pursuant to the Intercreditor Agreement, the Security 
Trustee shall notify the Obligors and each Secured Creditor Representative (including the Note Trustee) of the 
matter in question and shall also inform each Secured Creditor Representative (including the Note Trustee) of 
the date by which it must provide its vote in relation to the relevant decision (being 30 Business Days after the 
date upon which the Security Trustee gives such notice) (the “Decision Date”). If the Note Trustee has not 
notified the Security Trustee of its instructions in relation to a decision by the Decision Date, then in respect 
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of any decision which is required to be made by the Majority Secured Creditors, the Commitments in respect 
of the Notes shall be excluded from: 

(i) the Total Commitments to be considered as voting in favour of the relevant decision (the numerator); 
and 

(ii) the Total Commitments to be used for determining whether the requisite percentage of votes has been 
cast in favour of the matter in question (the denominator), 

for the purpose of determining whether the requisite voting levels have been attained in relation to that 
decision, provided that such a reduction in voting entitlement shall not apply to any matter where an 
Entrenched Right of the Noteholders is affected. Noteholders can therefore be bound by the result of a 
particular decision (as defined in this risk factor) in respect of which they have not voted, including, for the 
avoidance of doubt, a decision (as defined in this risk factor) in relation to the enforcement of the Transaction 
Security, even where the Note Trustee, representing the Noteholders, would (but for the requirement to 
provide a vote by the Decision Date as described above), whether by itself or with one or more other Secured 
Creditor Representatives, constitute the Majority Secured Creditors. 

Modification, waivers and substitution 
The Terms and Conditions of the Notes contain provisions for calling meetings of Noteholders to consider 
matters affecting their interests generally. These provisions permit defined majorities to bind all Noteholders 
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in a 
manner contrary to the majority. As a result, Noteholders can be bound by the result of a particular matter that 
they voted against. 

The Terms and Conditions of the Notes also provide that the Note Trustee may, without the consent of 
Noteholders, agree to (i) any modification of, or to the waiver or authorisation of any breach or proposed 
breach of, any of the provisions of Notes or (ii) determine without the consent of the Noteholders that any 
Event of Default or potential Event of Default shall not be treated as such or (iii) the substitution of another 
company as principal debtor under any Notes in place of the Issuer, in the circumstances described in 
Condition 11 (Meetings of Noteholders, Modification, Waiver and Substitution) of the Terms and Conditions 
of the Notes. 

Liability under the Notes 
The Notes are obligations of the Issuer and will be guaranteed by the Guarantors. For the avoidance of doubt, 
the Notes will not be the responsibility of, or guaranteed by, any other person. In particular, the Notes will not 
be obligations or responsibilities of, or guaranteed by, the Global Co-ordinators, the Dealers, the Note Trustee, 
the Security Trustee, the Issuing and Paying Agent or any other company in the same group of companies as, 
or affiliated to, either Obligor. 

European Monetary Union 
If the United Kingdom joins the European Monetary Union prior to the maturity of the Notes, there is no 
assurance that this would not adversely affect investors in the Notes. It is possible that prior to the maturity of 
the Notes the United Kingdom may become a participating Member State and that the Euro may become the 
lawful currency of the United Kingdom. In that event: (i) all amounts payable in respect of any Notes 
denominated in Sterling may become payable in Euro; (ii) the law may allow or require such Notes to be re-
denominated into Euro and additional measures to be taken in respect of such Notes; and (iii) there may no 
longer be available published or displayed rates for deposits in Sterling used to determine the rates of interest 
on such Notes or changes in the way those rates are calculated, quoted and published or displayed. The 
introduction of the Euro could also be accompanied by a volatile interest rate environment, which could 
adversely affect investors in the Notes. 
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EU Savings Directive 
Under EC Council Directive 2003/48/EC on the taxation of savings income (the “Directive”), each Member 
State is required to provide to the tax authorities of another Member State details of payments of interest (or 
similar income) paid by a person within its jurisdiction to an individual or to certain other persons in that 
other Member State. However, for a transitional period, Luxembourg and Austria are instead required (unless 
during that period they elect otherwise) to operate a withholding system in relation to such payments (the 
ending of such transitional period being dependent upon the conclusion of certain other agreements relating to 
information exchange with certain other territories). 

If a payment were to be made or collected through a Member State which has opted for a withholding system 
and an amount of, or in respect of, tax were to be withheld from that payment, neither the Issuer nor any 
Paying Agent nor any other person would be obliged to pay additional amounts with respect to any Note as a 
result of the imposition of such withholding tax. The Issuer is required to maintain a Paying Agent in a 
Member State that is not obliged to withhold or deduct tax pursuant to the Directive. 

On 15 September 2008, the European Commission issued a report to the Council of the European Union on 
the operation of the Directive, which included the European Commission’s advice on the need for changes to 
the Directive. On 13 November 2008, the European Commission published a more detailed proposal for 
amendments to the Directive, which included a number of suggested changes. The European Parliament 
approved amendments to this proposal on 24 April 2009. If any of those proposed changes are made in 
relation to the Directive, they may amend or broaden the scope of the requirements described above. 
Prospective Noteholders who are in any doubt as to their position should consult their professional advisers. 

English law security and insolvency considerations 

Each of the Obligors will enter into the Security Agreement and other Transaction Security Documents 
pursuant to which it will grant the Transaction Security in respect of certain of its obligations, including its 
obligations under the Notes. If certain insolvency proceedings are commenced in respect of the Obligors, the 
ability to realise the Transaction Security may be delayed and/or the value of the Transaction Security 
impaired. 

The Insolvency Act allows for the appointment of an administrative receiver in relation to certain transactions 
in the capital markets. Although there is as yet no case law on how these provisions will be interpreted, it 
should be applicable to the floating charge created by the Issuer and granted by way of security to the Security 
Trustee. However, as this is partly a question of fact, were it not to be possible to appoint an administrative 
receiver in respect of the Issuer, the Issuer would be subject to administration if it became insolvent which 
may lead to the ability to realise the security being delayed and/or the value of the security being impaired. 

While the transaction structure is designed to minimise the likelihood of the Issuer becoming insolvent, there 
can be no assurance that the Issuer will not become insolvent and/or the subject of insolvency proceedings 
and/or that the Noteholders would not be adversely affected by the applications of insolvency laws (including 
English insolvency laws). 

Fixed charges may take effect under English law as floating charges 

The law in England and Wales relating to the characterisation of fixed charges is unsettled. The fixed charges 
purported to be granted by the Issuer (other than by way of assignment in security) may take effect under 
English law as floating charges only, if, for example, it is determined that the Security Trustee does not exert 
sufficient control over the assets subject to such charge. If the charges take effect as floating charges instead 
of fixed charges, then, as a matter of law, certain claims would have priority over the claims of the Security 
Trustee in respect of the floating charge assets. 
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In addition, it should be noted that, to the extent that the assets of the Issuer are subject only to a floating 
charge (including any fixed charge recharacterised by the courts as a floating charge), in certain circumstances 
under the Insolvency Act, certain floating charge realisations which would otherwise be available to satisfy 
the claims of Secured Creditors under the Security Agreement or other Transaction Security Document may 
be used to satisfy any claims of unsecured creditors. While certain of the covenants given by the Issuer in the 
Finance Documents are intended to ensure that it has no significant creditors other than the Secured Creditors 
under the Security Agreement, it will be a matter of fact as to whether the Issuer has any other such creditors 
at any time. There can be no assurance that the Noteholders will not be adversely affected by any such 
reduction in floating charge realisations upon the enforcement of the Transaction Security. 

The interests of the Secured Creditors in property and assets over which there is a floating charge will rank 
behind the expenses of any administration or liquidator and the claims of certain preferential creditors on 
enforcement of the Transaction Security. Section 250 of the Enterprise Act 2002 abolishes Crown Preference 
in relation to all insolvencies and thus reduces the categories of preferential debts that are to be paid in 
“prescribed part” (up to a maximum amount of £600,000) of the floating charge realisations available for 
distribution to be set aside to satisfy the claims of unsecured creditors. This means that the expenses of any 
administration, the claims of preferential creditors and the beneficiaries of the prescribed part will be paid out 
of the proceeds of enforcement of the floating charge ahead of amounts due to Noteholders. The prescribed 
part will not be relevant to property subject to a valid fixed security interest or to a situation in which there are 
no unsecured creditors. 

Change of law 
The Terms and Conditions of the Notes are based on English law in effect as at the date of issue of the 
relevant Notes. No assurance can be given as to the impact of any possible judicial decision or change to 
English law or administrative practice after the date of issue of the relevant Notes. 

Integral multiples of less than €100,000 
In relation to any issue of Notes which have a denomination consisting of the minimum Specified 
Denomination of €100,000 plus a higher integral multiple of another smaller amount, it is possible that the 
Notes may be traded in amounts in excess of €100,000 (or its equivalent) that are not integral multiples of 
€100,000 (or its equivalent). In such a case a Noteholder who, as a result of trading such amounts, holds a 
principal amount of less than the minimum Specified Denomination will not receive a definitive Note in 
respect of such holding (should definitive Notes be printed) and would need to purchase a principal amount of 
Notes such that it holds an amount equal to one or more Specified Denominations. If definitive Notes are 
issued, Noteholders should be aware that definitive Notes which have a denomination that is not an integral 
multiple of the minimum authorised denomination may be illiquid and difficult to trade. 

Notes not in physical form 

Unless the Global Notes are exchanged for Definitive Notes, which exchange will only occur in the limited 
circumstances set out under the section entitled ‘‘Summary of Provisions relating to the Notes while in Global 
Form’’ below, the beneficial ownership of the Notes will be recorded in book-entry form only with Euroclear 
and Clearstream, Luxembourg. The fact that the Notes are not represented in physical form could, among 
other things: 

(a) result in payment delays on the Notes because distributions on the Notes will be sent by or on behalf of 
the Issuer to Euroclear or Clearstream, Luxembourg rather than directly to Noteholders; 

(b) make it difficult for Noteholders to pledge the Notes as security if Notes in physical form are required 
or necessary for such purposes; and 
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(c) hinder the ability of Noteholders to resell the Notes because some investors may be unwilling to buy 
Notes that are not in physical form. 

Risks related to the market generally 
Set out below is a brief description of certain market risks, including liquidity risk, exchange rate risk, interest 
rate risk and credit risk: 

The secondary market generally 
Notes may have no established trading market when issued, and one may never develop. If a market does 
develop, it may not be liquid. Therefore, investors may not be able to sell their Notes easily or at prices that 
will provide them with a yield comparable to similar investments that have a developed secondary market. 
This is particularly the case for Notes that are especially sensitive to interest rate, currency or market risks, are 
designed for specific investment objectives or strategies or have been structured to meet the investment 
requirements of limited categories of investors. These types of Notes generally would have a more limited 
secondary market and more price volatility than conventional debt securities. Illiquidity may have a severely 
adverse effect on the market value of Notes. 

Exchange rate risks and exchange controls 
The Issuer will pay principal and interest on the Notes in the Specified Currency. This presents certain risks 
relating to currency conversions if an investor’s financial activities are denominated principally in a currency 
or currency unit (the “Investor’s Currency”) other than the Specified Currency. These include the risk that 
exchange rates may significantly change (including changes due to devaluation of the Specified Currency or 
revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction over the Investor’s 
Currency may impose or modify exchange controls. An appreciation in the value of the Investor’s Currency 
relative to the Specified Currency would decrease (1) the Investor’s Currency-equivalent yield on the Notes, 
(2) the Investor’s Currency equivalent value of the principal payable on the Notes and (3) the Investor’s 
Currency equivalent market value of the Notes. 

Government and monetary authorities may impose (as some have done in the past) exchange controls that 
could adversely affect an applicable exchange rate. As a result, investors may receive less interest or principal 
than expected, or no interest or principal. 

Interest rate risks 
Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may 
adversely affect the value of Fixed Rate Notes. 

Credit rating risks 
One or more independent credit rating agencies may assign credit ratings to an issue of Notes. The ratings 
may not reflect the potential impact of all risks related to structure, market, additional factors discussed 
above, and other factors that may affect the value of the Notes. A credit rating is not a recommendation to buy, 
sell or hold securities and may be revised or withdrawn by the rating agency at any time. 

There is no assurance that any credit rating assigned to an issue of Notes will continue for any period of time 
or that it will not be reviewed, revised, suspended or withdrawn entirely by the relevant credit rating agency. 
If any credit rating assigned to the Notes is lowered or withdrawn, the market value of the Notes may be 
reduced. Future events, including those affecting the Guarantors, their subsidiaries and the water industry 
generally, could have an adverse impact on the ratings of the Notes. 
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Legal investment considerations may restrict certain investments 
The investment activities of certain investors are subject to legal investment laws and regulations, or review 
or regulation by certain authorities. Each potential investor should consult its legal advisers to determine 
whether and to what extent (1) Notes are legal investments for it, (2) Notes can be used as collateral for 
various types of borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial 
institutions should consult their legal advisers or the appropriate regulators to determine the appropriate 
treatment of Notes under any applicable risk-based capital or similar rules. 
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CAPITALISATION 

The following table sets out the actual consolidated cash and cash equivalents and debt of Greensands 
Holdings Limited at 30 September 2010 on both an accounting value (as included within the Greensands 
Holdings Limited consolidated statements of financial position on that date) and nominal value basis. 

  As at 30 September 2010 

  Accounting Nominal 

  Value Value 

   (£ million) (£ million) 

Current Borrowings   7.0 - 

Non-Current Borrowings   4,219.4 4,119.2 

Guarantees   -   - 

Total Debt   4,226.4 4,119.2 

Cash And Cash Equivalents  364.2 364.2 

Total Net Debt   3,862.2 3,755.0 

  

Notes: 

Unamortised costs and bond premiums are included in the Accounting Value 
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TERMS AND CONDITIONS OF THE NOTES 

The following is the text of the terms and conditions that, subject to completion and amendment and as 
supplemented or varied in accordance with the provisions of Part A of the relevant Final Terms, shall be 
applicable to the Notes in definitive form (if any) issued in exchange for the Global Note(s) representing each 
Series. Either (i) the full text of these terms and conditions together with the relevant provisions of Part A of 
the Final Terms or (ii) these terms and conditions as so completed, amended, supplemented or varied (and 
subject to simplification by the deletion of non-applicable provisions), shall be endorsed on such Bearer 
Notes or on the Certificates relating to such Registered Notes.  

The Notes are constituted by a Trust Deed (as may be amended or supplemented as at the date of issue of the 
Notes (the “Issue Date”), (the “Trust Deed”) dated on or around the date of this Prospectus between the 
Issuer, the Guarantors and Deutsche Trustee Company Limited (the “Note Trustee”, which expression shall 
include all persons for the time being the note trustee or note trustees under the Trust Deed) as trustee for the 
Noteholders (as defined below). These terms and conditions (the “Conditions”) include summaries of, and 
are subject to, the detailed provisions of: 

(i) the Trust Deed, which includes the form of the Bearer Notes, Certificates, Receipts, Coupons and 
Talons referred to below; 

(ii) the Agency Agreement (as may be amended or supplemented as at the Issue Date) (the “Agency 
Agreement”) dated on or around the date of this Prospectus, which has been entered into in relation to 
the Notes between the Issuer, the Guarantors, the Note Trustee, Deutsche Bank AG, London Branch as 
initial issuing and paying agent and the other agents named in it. The issuing and paying agent, the 
other paying agents, the registrar, the transfer agents and the calculation agent(s) for the time being (if 
any) are referred to below respectively as the “Issuing and Paying Agent”, the “Paying Agents” 
(which expression shall include the Issuing and Paying Agent), the “Registrar”, the “Transfer 
Agents” (which expression shall include the Registrar) and the “Calculation Agent(s)”; 

(iii) the Security Agreement (the “Security Agreement”) to be dated on or prior to the Effective Date 
between the Issuer, the Guarantors and Deutsche Trustee Company Limited (the “Security Trustee”); 
and 

(iv) the Intercreditor Agreement to be dated on or prior to the Effective Date between, amongst others, the 
Issuer, the Guarantors, the Note Trustee, the Security Trustee and certain Lenders (the “Intercreditor 
Agreement”). 

Copies of the Trust Deed, the Agency Agreement, the Security Agreement and the Intercreditor Agreement 
will be available for inspection during usual business hours at the principal office of the Note Trustee 
(presently at Winchester House, 1 Great Winchester Street, London EC2N 2DB) and at the specified offices of 
the Paying Agents and the Transfer Agents. 

The payments of all amounts in respect of the Notes will be secured by the Issuer and the Guarantors pursuant 
to the Security Agreement and guaranteed by the Guarantors in the Trust Deed. 

The Noteholders, the holders of the interest coupons (the “Coupons”) relating to interest bearing Notes in 
bearer form and, where applicable in the case of such Notes, talons for further Coupons (the “Talons”) (the 
“Couponholders”) and the holders of the receipts for the payment of instalments of principal (the 
“Receipts”) relating to Notes in bearer form of which the principal is payable in instalments are entitled to the 
benefit of, are bound by, and are deemed to have notice of, all the provisions of the Trust Deed and are 
deemed to have notice of those provisions applicable to them of the Agency Agreement. 
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As used in these Conditions, “Tranche” means Notes which are identical in all respects. 

Terms used but not defined in these Conditions have the meaning given to them in the Trust Deed. 

1 Form, Denomination and Title 

The Notes are issued in bearer form (“Bearer Notes”) or in registered form (“Registered Notes”) in each 
case in the Specified Denomination(s) shown hereon. 

This Note is a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, an Index Linked Interest Note, an 
Index Linked Redemption Note, an Instalment Note, a Dual Currency Note or a Partly-paid Note, a 
combination of any of the foregoing or any other kind of Note, depending upon the Interest and 
Redemption/Payment Basis shown hereon. 

Bearer Notes are serially numbered and are issued with Coupons (and, where appropriate, a Talon) attached, 
save in the case of Zero Coupon Notes in which case references to interest (other than in relation to interest 
due after the Maturity Date), Coupons and Talons in these Conditions are not applicable. Instalment Notes are 
issued with one or more Receipts attached. 

Registered Notes are represented by registered certificates (“Certificates”) and, save as provided in Condition 
2(c) (Exercise of Options or Partial Redemption in Respect of Registered Notes), each Certificate shall 
represent the entire holding of Registered Notes by the same holder. 

Title to the Bearer Notes and the Receipts, Coupons and Talons shall pass by delivery. Title to the Registered 
Notes shall pass by registration in the register that the Issuer shall procure to be kept by the Registrar in 
accordance with the provisions of the Agency Agreement (the “Register”). Except as ordered by a court of 
competent jurisdiction or as required by law, the holder (as defined below) of any Note, Receipt, Coupon or 
Talon shall be deemed to be and may be treated as its absolute owner for all purposes whether or not it is 
overdue and regardless of any notice of ownership, trust or an interest in it, any writing on it (or on the 
Certificate representing it) or its theft or loss (or that of the related Certificate) and no person shall be liable 
for so treating the holder. 

In these Conditions, “Noteholder” means the bearer of any Bearer Note and the Receipts relating to it or the 
person in whose name a Registered Note is registered (as the case may be), “holder” (in relation to a Note, 
Receipt, Coupon or Talon) means the bearer of any Bearer Note, Receipt, Coupon or Talon or the person in 
whose name a Registered Note is registered (as the case may be) and capitalised terms have the meanings 
given to them hereon, the absence of any such meaning indicating that such term is not applicable to the 
Notes. 

2 No Exchange of Notes and Transfers of Registered Notes 

(a) No Exchange of Notes: Registered Notes may not be exchanged for Bearer Notes. Bearer Notes of 
one Specified Denomination may not be exchanged for Bearer Notes of another Specified 
Denomination. Bearer Notes may not be exchanged for Registered Notes. 

(b) Transfer of Registered Notes: One or more Registered Notes may be transferred upon the surrender 
(at the specified office of the Registrar or any Transfer Agent) of the Certificate representing such 
Registered Notes to be transferred, together with the form of transfer endorsed on such Certificate (or 
another form of transfer substantially in the same form and containing the same representations and 
certifications (if any), unless otherwise agreed by the Issuer), duly completed and executed and any 
other evidence as the Registrar or Transfer Agent may reasonably require. In the case of a transfer of 
part only of a holding of Registered Notes represented by one Certificate, a new Certificate shall be 
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issued to the transferee in respect of the part transferred and a further new Certificate in respect of the 
balance of the holding not transferred shall be issued to the transferor. All transfers of Notes and 
entries on the Register will be made subject to the detailed regulations concerning transfers of Notes 
scheduled to the Agency Agreement. The regulations may be changed by the Issuer, with the prior 
written approval of the Registrar and the Note Trustee. A copy of the current regulations will be made 
available by the Registrar to any Noteholder upon request. 

(c) Exercise of Options or Partial Redemption in Respect of Registered Notes: In the case of an 
exercise of an Issuer’s or Noteholders’ option in respect of, or a partial redemption of, a holding of 
Registered Notes represented by a single Certificate, a new Certificate shall be issued to the holder to 
reflect the exercise of such option or in respect of the balance of the holding not redeemed. In the case 
of a partial exercise of an option resulting in Registered Notes of the same holding having different 
terms, separate Certificates shall be issued in respect of those Notes of that holding that have the same 
terms. New Certificates shall only be issued against surrender of the existing Certificates to the 
Registrar or any Transfer Agent. In the case of a transfer of Registered Notes to a person who is 
already a holder of Registered Notes, a new Certificate representing the enlarged holding shall only be 
issued against surrender of the Certificate representing the existing holding. 

(d) Delivery of New Certificates: Each new Certificate to be issued pursuant to Condition 2(b) (Transfer 
of Registered Notes) or Condition 2(c) (Exercise of Options or Partial Redemption in Respect of 
Registered Notes) shall be available for delivery within three business days of receipt of the form of 
transfer or Put Exercise Notice (as defined in Condition 6(e) (Guarantor Change of Control Put)) and 
surrender of the Certificate for exchange. Delivery of the new Certificate(s) shall be made at the 
specified office of the Transfer Agent or of the Registrar (as the case may be) to whom delivery or 
surrender of such form of transfer, Exercise Notice or Certificate shall have been made or, at the option 
of the holder making such delivery or surrender as aforesaid and as specified in the relevant form of 
transfer, Exercise Notice or otherwise in writing, be mailed by uninsured post at the risk of the holder 
entitled to the new Certificate to such address as may be so specified, unless such holder requests 
otherwise and pays in advance to the relevant Transfer Agent the costs of such other method of 
delivery and/or such insurance as it may specify. In this Condition 2(d), “business day” means a day, 
other than a Saturday or Sunday, on which banks are open for business in the place of the specified 
office of the relevant Transfer Agent or the Registrar (as the case may be). 

(e) Transfers Free of Charge: Transfers of Notes and Certificates on registration, transfer, exercise of an 
option or partial redemption shall be effected without charge by or on behalf of the Issuer, the 
Registrar or the Transfer Agents, but upon payment of any tax or other governmental charges that may 
be imposed in relation to it (or the giving of such indemnity as the Registrar or the relevant Transfer 
Agent may require). 

(f) Closed Periods: No Noteholder may require the transfer of a Registered Note to be registered (i) 
during the period of 15 days ending on the due date for redemption of, or payment of any Instalment 
Amount in respect of, that Note, (ii) during the period of 15 days prior to any date on which Notes may 
be called for redemption by the Issuer at its option pursuant to Condition 6(d) (Redemption at the 
Option of the Issuer), (iii) after any such Note has been called for redemption or (iv) during the period 
of seven days ending on (and including) any Record Date. In this Condition 2(f), “Record Date” shall 
have the meaning given to it in Condition 7(b)(ii). 



 

 
34 

3 Guarantee and Status 

(a) Status of Notes: The Notes and the Receipts and Coupons are secured, direct and unconditional 
obligations of the Issuer, secured pursuant to the Security Agreement and shall at all times rank pari 
passu and without any preference among themselves.  

(b) Guarantee: The Guarantors have jointly unconditionally and irrevocably guaranteed the due payment 
of all sums expressed to be payable by the Issuer under the Trust Deed, the Notes, the Receipts and the 
Coupons. Their obligation in that respect (the “Guarantee”) is contained in the Trust Deed and is 
secured pursuant to the Security Agreement. 

4 Negative Pledge and Financial Indebtedness Covenants 

(a) So long as any Note or Coupon remains outstanding (as defined in the Trust Deed): 

(i) neither the Issuer nor the Guarantors will: 

A. other than for Permitted Security or a Permitted Transaction create or have outstanding 
any mortgage, charge, lien, pledge or other security interest, upon the whole or any part 
of its present or future undertaking, assets or revenues (including any uncalled capital) to 
secure any Financial Indebtedness, or any guarantee or indemnity in respect of any 
Financial Indebtedness without at the same time or prior thereto according to the Issuer’s 
obligations under the Notes and the Coupons or, as the case may be, the Guarantors’ 
obligations under the Guarantee, (a) the same security as is created or subsisting to secure 
any such Financial Indebtedness, guarantee or indemnity or (b) such other security as 
either (i) the Note Trustee shall deem not materially less beneficial to the interests of the 
Noteholders, or (ii) shall be approved by an Extraordinary Resolution (as defined in the 
Trust Deed) of the Noteholders; or 

B. incur any additional Financial Indebtedness unless: 

(a) such additional Financial Indebtedness does not rank senior to the Notes; 

(b) if such additional Financial Indebtedness is secured (but not otherwise), the 
creditors (and/or their representative) of such Financial Indebtedness accede to the 
Intercreditor Agreement as Secured Creditors on or prior to advancing funds to the 
Issuer or, as the case may be, the Guarantors; and 

(c) no Event of Default or Potential Event of Default would occur as a result of the 
incurrence of such Financial Indebtedness; 

(b) So long as any Note or Coupon remains outstanding, Greensands Holdings Limited will procure that, 
except for Permitted Security or a Permitted Transaction, no Intermediate Subsidiary nor Greensands 
Europe Limited shall incur or allow to remain outstanding any Financial Indebtedness, other than in 
respect of any Permitted Financial Indebtedness or a Permitted Transaction; 

(c) So long as any Note or Coupon remains outstanding, Greensands Holdings Limited shall procure that, 
except for Permitted Security or a Permitted Transaction, no Intermediate Subsidiary nor Greensands 
Europe Limited shall create or permit to subsist any Security over any of its respective assets; 

(d) So long as any Note or Coupon remains outstanding, the Issuer and the Guarantors shall not (and 
Greensands Holdings Limited shall procure that no Intermediate Subsidiary nor Greensands Europe 
Limited shall): 
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(i) sell, transfer or otherwise dispose of any of its assets on terms whereby they are or may be 
leased to or re-acquired by the Issuer, a Guarantor, any Intermediate Subsidiary or Greensands 
Europe Limited; 

(ii) sell, transfer or otherwise dispose of any of its receivables on recourse terms; 

(iii) enter into any arrangement under which money or the benefit of a bank or other account may be 
applied, set-off or made subject to a combination of accounts; or 

(iv) enter into any other preferential arrangement having a similar effect, 

in circumstances where the arrangement or transaction is entered into primarily as a method of raising 
Financial Indebtedness or of financing the acquisition of an asset, except for any Permitted Security or 
a Permitted Transaction; and 

(e) The Issuer and Guarantors have provided certain additional covenants pursuant to clauses 7 and 8 of 
the Trust Deed in relation to, without limitation, the financial position, assets, liabilities and business 
operations of each of them. A summary of these covenants is available to Noteholders in the base 
prospectus prepared by the Issuer in respect of the Notes under the section “Overview of the Key 
Documents – Trust Deed – Covenants of the Issuer and the Guarantors”. 

5 Interest and Other Calculations 

(a) Interest on Fixed Rate Notes: Each Fixed Rate Note bears interest on its outstanding nominal amount 
from the Interest Commencement Date at the rate per annum (expressed as a percentage) equal to the 
Rate of Interest, such interest being payable in arrear on each Interest Payment Date. The amount of 
interest payable shall be determined in accordance with Condition 5(h) (Calculations). 

(b) Interest on Floating Rate Notes and Index Linked Interest Notes: 

(i) Interest Payment Dates: Each Floating Rate Note and Index Linked Interest Note bears interest 
on its outstanding nominal amount from the Interest Commencement Date at the rate per annum 
(expressed as a percentage) equal to the Rate of Interest, such interest being payable in arrear 
on each Interest Payment Date. The amount of interest payable shall be determined in 
accordance with Condition 5(h) (Calculations). Such Interest Payment Date(s) is/are either 
shown hereon as Specified Interest Payment Dates or, if no Specified Interest Payment Date(s) 
is/are shown hereon, Interest Payment Date shall mean each date which falls the number of 
months or other period shown hereon as the Interest Period after the preceding Interest Payment 
Date or, in the case of the first Interest Payment Date, after the Interest Commencement Date. 

(ii) Business Day Convention: If any date referred to in these Conditions that is specified to be 
subject to adjustment in accordance with a Business Day Convention would otherwise fall on a 
day that is not a Business Day, then, if the Business Day Convention specified is (A) the Floating 
Rate Business Day Convention, such date shall be postponed to the next day that is a Business 
Day unless it would thereby fall into the next calendar month, in which event (x) such date shall 
be brought forward to the immediately preceding Business Day and (y) each subsequent such 
date shall be the last Business Day of the month in which such date would have fallen had it not 
been subject to adjustment, (B) the Following Business Day Convention, such date shall be 
postponed to the next day that is a Business Day, (C) the Modified Following Business Day 
Convention, such date shall be postponed to the next day that is a Business Day unless it would 
thereby fall into the next calendar month, in which event such date shall be brought forward to 
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the immediately preceding Business Day or (D) the Preceding Business Day Convention, such 
date shall be brought forward to the immediately preceding Business Day. 

(iii) Rate of Interest for Floating Rate Notes: The Rate of Interest in respect of Floating Rate Notes 
for each Interest Accrual Period shall be determined in the manner specified hereon and the 
provisions below relating to either ISDA Determination or Screen Rate Determination shall 
apply, depending upon which is specified hereon. 

(A) ISDA Determination for Floating Rate Notes 

Where ISDA Determination is specified hereon as the manner in which the Rate of Interest is to 
be determined, the Rate of Interest for each Interest Accrual Period shall be determined by the 
Calculation Agent as a rate equal to the relevant ISDA Rate. For the purposes of this sub-
paragraph (A), “ISDA Rate” for an Interest Accrual Period means a rate equal to the Floating 
Rate that would be determined by the Calculation Agent under a Swap Transaction under the 
terms of an agreement incorporating the ISDA Definitions and under which: 

(x) the Floating Rate Option is as specified hereon; 

(y) the Designated Maturity is a period specified hereon; and 

(z) the relevant Reset Date is the first day of that Interest Accrual Period unless otherwise 
specified hereon. 

For the purposes of this sub-paragraph (A), “Floating Rate”, “Calculation Agent”, “Floating 
Rate Option”, “Designated Maturity”, “Reset Date” and “Swap Transaction” have the 
meanings given to those terms in the ISDA Definitions. 

(B) Screen Rate Determination for Floating Rate Notes 

(x) Where Screen Rate Determination is specified hereon as the manner in which the Rate 
of Interest is to be determined, the Rate of Interest for each Interest Accrual Period will, 
subject as provided below, be either: 

(1) the offered quotation; or 

(2) the arithmetic mean of the offered quotations, 

(expressed as a percentage rate per annum) for the Reference Rate which appears or 
appear, as the case may be, on the Relevant Screen Page as at either 11.00 a.m. (London 
time in the case of LIBOR or Brussels time in the case of EURIBOR) on the Interest 
Determination Date in question as determined by the Calculation Agent. If five or more 
of such offered quotations are available on the Relevant Screen Page, the highest (or, if 
there is more than one such highest quotation, one only of such quotations) and the 
lowest (or, if there is more than one such lowest quotation, one only of such quotations) 
shall be disregarded by the Calculation Agent for the purpose of determining the 
arithmetic mean of such offered quotations. 

If the Reference Rate from time to time in respect of Floating Rate Notes is specified 
hereon as being other than LIBOR or EURIBOR, the Rate of Interest in respect of such 
Notes will be determined as provided hereon. 

(y) If the Relevant Screen Page is not available or if, sub-paragraph (x)(1) above applies 
and no such offered quotation appears on the Relevant Screen Page or if sub paragraph 
(x)(2) above applies and fewer than three such offered quotations appear on the 
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Relevant Screen Page in each case as at the time specified above, subject as provided 
below, the Calculation Agent shall request, if the Reference Rate is LIBOR, the 
principal London office of each of the Reference Banks or, if the Reference Rate is 
EURIBOR, the principal Euro-zone office of each of the Reference Banks, to provide 
the Calculation Agent with its offered quotation (expressed as a percentage rate per 
annum) for the Reference Rate if the Reference Rate is LIBOR, at approximately 11.00 
a.m. (London time), or if the Reference Rate is EURIBOR, at approximately 11.00 a.m. 
(Brussels time) on the Interest Determination Date in question. If two or more of the 
Reference Banks provide the Calculation Agent with such offered quotations, the Rate 
of Interest for such Interest Accrual Period shall be the arithmetic mean of such offered 
quotations as determined by the Calculation Agent. 

(z) If paragraph (y) above applies and the Calculation Agent determines that fewer than two 
Reference Banks are providing offered quotations, subject as provided below, the Rate 
of Interest shall be the arithmetic mean of the rates per annum (expressed as a 
percentage) as communicated to (and at the request of) the Calculation Agent by the 
Reference Banks or any two or more of them, at which such banks were offered, if the 
Reference Rate is LIBOR, at approximately 11.00 a.m. (London time) or, if the 
Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels time) on the 
relevant Interest Determination Date, deposits in the Specified Currency for a period 
equal to that which would have been used for the Reference Rate by leading banks in, if 
the Reference Rate is LIBOR, the London inter-bank market or, if the Reference Rate is 
EURIBOR, the Euro-zone inter-bank market, as the case may be, or, if fewer than two 
of the Reference Banks provide the Calculation Agent with such offered rates, the 
offered rate for deposits in the Specified Currency for a period equal to that which 
would have been used for the Reference Rate, or the arithmetic mean of the offered rates 
for deposits in the Specified Currency for a period equal to that which would have been 
used for the Reference Rate, at which, if the Reference Rate is LIBOR, at approximately 
11.00 a.m. (London time) or, if the Reference Rate is EURIBOR, at approximately 
11.00 a.m. (Brussels time), on the relevant Interest Determination Date, any one or more 
banks (which bank or banks is or are in the opinion of the Note Trustee and the Issuer 
suitable for such purpose) informs the Calculation Agent it is quoting to leading banks 
in, if the Reference Rate is LIBOR, the London inter-bank market or, if the Reference 
Rate is EURIBOR, the Euro-zone inter-bank market, as the case may be, provided that, 
if the Rate of Interest cannot be determined in accordance with the foregoing provisions 
of this paragraph, the Rate of Interest shall be determined as at the last preceding 
Interest Determination Date (though substituting, where a different Margin or Maximum 
or Minimum Rate of Interest is to be applied to the relevant Interest Accrual Period from 
that which applied to the last preceding Interest Accrual Period, the Margin or 
Maximum or Minimum Rate of Interest relating to the relevant Interest Accrual Period, 
in place of the Margin or Maximum or Minimum Rate of Interest relating to that last 
preceding Interest Accrual Period). 

(iv) Rate of Interest for Index Linked Interest Notes: The Rate of Interest in respect of Index Linked 
Interest Notes for each Interest Accrual Period shall be determined in the manner specified 
hereon and interest will accrue by reference to an Index or Formula as specified hereon. 

(c) Zero Coupon Notes: Where a Note the Interest Basis of which is specified to be Zero Coupon is 
repayable prior to the Maturity Date and is not paid when due, the amount due and payable prior to the 
Maturity Date shall be the Early Redemption Amount of such Note. As from the Maturity Date, the 
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Rate of Interest for any overdue principal of such a Note shall be a rate per annum (expressed as a 
percentage) equal to the Amortisation Yield (as described in Condition 6(b)(i)) (Zero Coupon Notes). 

(d) Dual Currency Notes: In the case of Dual Currency Notes, if the rate or amount of interest falls to be 
determined by reference to a Rate of Exchange or a method of calculating Rate of Exchange, the rate 
or amount of interest payable shall be determined in the manner specified hereon. 

(e) Partly Paid Notes: In the case of Partly Paid Notes (other than Partly Paid Notes which are Zero 
Coupon Notes), interest will accrue as aforesaid on the paid-up nominal amount of such Notes and 
otherwise as specified hereon. 

(f) Accrual of Interest: Interest shall cease to accrue on each Note on the due date for redemption unless, 
upon due presentation, payment is improperly withheld or refused, in which event interest shall 
continue to accrue (both before and after judgment) at the Rate of Interest in the manner provided in 
this Condition 5 to the Relevant Date (as defined in Condition 8 (Taxation)). 

(g) Margin, Maximum/Minimum Rates of Interest, Instalment Amounts and Redemption Amounts 
and Rounding: 

(i) If any Margin is specified hereon (either (x) generally, or (y) in relation to one or more Interest 
Accrual Periods), an adjustment shall be made to all Rates of Interest, in the case of (x), or the 
Rates of Interest for the specified Interest Accrual Periods, in the case of (y), calculated in 
accordance with Condition 5(b) (Interest on Floating Rate Notes and Index Linked Interest 
Notes) above by adding (if a positive number) or subtracting the absolute value (if a negative 
number) of such Margin, subject always to the next paragraph. 

(ii) If any Maximum or Minimum Rate of Interest, Instalment Amount or Redemption Amount is 
specified hereon, then any Rate of Interest, Instalment Amount or Redemption Amount shall be 
subject to such maximum or minimum, as the case may be. 

(iii) For the purposes of any calculations required pursuant to these Conditions (unless otherwise 
specified), (x) all percentages resulting from such calculations shall be rounded, if necessary, to 
the nearest one hundred-thousandth of a percentage point (with halves being rounded up), (y) 
all figures shall be rounded to seven significant figures (with halves being rounded up) and (z) 
all currency amounts that fall due and payable shall be rounded to the nearest unit of such 
currency (with halves being rounded up), save in the case of yen, which shall be rounded down 
to the nearest yen. For these purposes “unit” means the lowest amount of such currency that is 
available as legal tender in the country(ies) of such currency. 

(h) Calculations: The amount of interest payable per Calculation Amount in respect of any Note for any 
Interest Accrual Period shall be equal to the product of the Rate of Interest, the Calculation Amount 
specified hereon, and the Day Count Fraction for such Interest Accrual Period, unless an Interest 
Amount (or a formula for its calculation) is applicable to such Interest Accrual Period, in which case 
the amount of interest payable per Calculation Amount in respect of such Note for such Interest 
Accrual Period shall equal such Interest Amount (or be calculated in accordance with such formula). 
Where any Interest Period comprises two or more Interest Accrual Periods, the amount of interest 
payable per Calculation Amount in respect of such Interest Period shall be the sum of the Interest 
Amounts payable in respect of each of those Interest Accrual Periods. In respect of any other period for 
which interest is required to be calculated, the provisions above shall apply save that the Day Count 
Fraction shall be for the period for which interest is required to be calculated. 

(i) Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption 
Amounts, Early Redemption Amounts, Optional Redemption Amounts and Instalment Amounts: 
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The Calculation Agent shall, as soon as practicable on each Interest Determination Date, or such other 
time on such date as the Calculation Agent may be required to calculate any rate or amount, obtain any 
quotation or make any determination or calculation, determine such rate and calculate the Interest 
Amounts for the relevant Interest Accrual Period, calculate the Final Redemption Amount, Early 
Redemption Amount, Optional Redemption Amount or Instalment Amount, obtain such quotation or 
make such determination or calculation, as the case may be, and cause the Rate of Interest and the 
Interest Amounts for each Interest Accrual Period and the relevant Interest Payment Date and, if 
required to be calculated, the Final Redemption Amount, Early Redemption Amount, Optional 
Redemption Amount or any Instalment Amount to be notified to the Note Trustee, the Issuer, each of 
the Paying Agents, the Noteholders, any other Calculation Agent appointed in respect of the Notes that 
is to make a further calculation upon receipt of such information and, if the Notes are listed on a stock 
exchange and the rules of such exchange or other relevant authority so require, such exchange or other 
relevant authority as soon as possible after their determination but in no event later than (i) the 
commencement of the relevant Interest Period, if determined prior to such time, in the case of 
notification to such exchange of a Rate of Interest and Interest Amount, or (ii) in all other cases, the 
fourth Business Day after such determination. Where any Interest Payment Date or Interest Period 
Date is subject to adjustment pursuant to Condition 5(b)(ii) (Business Day Convention), the Interest 
Amounts and the Interest Payment Date so published may subsequently be amended (or appropriate 
alternative arrangements made with the consent of the Note Trustee by way of adjustment) without 
notice in the event of an extension or shortening of the Interest Period. If the Notes become due and 
payable under Condition 10 (Events of Default), the accrued interest and the Rate of Interest payable in 
respect of the Notes shall nevertheless continue to be calculated as previously in accordance with this 
Condition but no publication of the Rate of Interest or the Interest Amount so calculated need be made 
unless the Note Trustee otherwise requires. The determination of any rate or amount, the obtaining of 
each quotation and the making of each determination or calculation by the Calculation Agent(s) shall 
(in the absence of manifest error) be final and binding upon all parties. 

(j) Determination or Calculation by Note Trustee: If the Calculation Agent does not at any time for any 
reason determine or calculate the Rate of Interest for an Interest Accrual Period or any Interest 
Amount, Instalment Amount, Final Redemption Amount, Early Redemption Amount or Optional 
Redemption Amount, the Note Trustee shall do so (or shall appoint an agent on its behalf to do so) and 
such determination or calculation shall be deemed to have been made by the Calculation Agent. In 
doing so, the Note Trustee shall apply the foregoing provisions of this Condition, with any necessary 
consequential amendments, to the extent that, in its opinion, it can do so, and, in all other respects, it 
shall do so in such manner as it shall deem fair and reasonable in all the circumstances. 

(k) Definitions: In these Conditions, unless the context otherwise requires, the following defined terms 
shall have the meanings set out below: 

“Business Day” means: 

(i) in the case of a currency other than euro, a day (other than a Saturday or Sunday) on which 
commercial banks and foreign exchange markets settle payments in the principal financial 
centre for such currency; and/or 

(ii) in the case of euro, a day on which the TARGET2 System is operating (a “TARGET2 Business 
Day”); and/or 

(iii) in the case of a currency and/or one or more Business Centres a day (other than a Saturday or a 
Sunday) on which commercial banks and foreign exchange markets settle payments in such 
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currency in the Business Centre(s) or, if no currency is indicated, generally in each of the 
Business Centres. 

“Day Count Fraction” means in respect of the calculation of an amount of interest on any Note for 
any period of time (from and including the first day of such period to but excluding the last) (whether 
or not constituting an Interest Period or an Interest Accrual Period, the “Calculation Period”): 

(i) if “Actual/Actual” or “Actual/Actual - ISDA” is specified hereon, the actual number of days 
in the Calculation Period divided by 365 (or, if any portion of that Calculation Period falls in a 
leap year, the sum of (A) the actual number of days in that portion of the Calculation Period 
falling in a leap year divided by 366 and (B) the actual number of days in that portion of the 
Calculation Period falling in a non-leap year divided by 365); 

(ii) if “Actual/365 (Fixed)” is specified hereon, the actual number of days in the Calculation Period 
divided by 365; 

(iii) if “Actual/360” is specified hereon, the actual number of days in the Calculation Period divided 
by 360; 

(iv) if “30/360”, “360/360” or “Bond Basis” is specified hereon, the number of days in the 
Calculation Period divided by 360, calculated on a formula basis as follows: 

Day Count Fraction =  [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1) 
     360 

where: 

“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day 
included in the Calculation Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation 
Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following the 
last day included in the Calculation Period falls; 

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless such 
number would be 31, in which case D1 will be 30; and 

“D2” is the calendar day, expressed as a number, immediately following the last day included in 
the Calculation Period, unless such number would be 31 and D1 is greater than 29, in which 
case D2 will be 30.  

(v) if “30E/360” or “Eurobond Basis” is specified hereon, the number of days in the Calculation 
Period divided by 360, calculated on a formula basis as follows: 

Day Count Fraction =  [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1) 
     360 

where: 

“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day 
included in the Calculation Period falls; 
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“M1” is the calendar month, expressed as a number, in which the first day of the Calculation 
Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following the 
last day included in the Calculation Period falls; 

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless such 
number would be 31, in which case D1 will be 30; and 

“D2” is the calendar day, expressed as a number, immediately following the last day included in 
the Calculation Period, unless such number would be 31, in which case D2 will be 30; 

(vi) if “30E/360 (ISDA)” is specified hereon, the number of days in the Calculation Period divided 
by 360, calculated on a formula basis as follows: 

Day Count Fraction =  [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1) 
     360 

where: 

“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day 
included in the Calculation Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation 
Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following the 
last day included in the Calculation Period falls; 

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that 
day is the last day of February or (ii) such number would be 31, in which case D1 will be 30; 
and 

“D2” is the calendar day, expressed as a number, immediately following the last day included in 
the Calculation Period, unless (i) that day is the last day of February but not the Maturity Date 
or (ii) such number would be 31, in which case D2 will be 30; and 

(vii)  if “Actual/Actual-ICMA” is specified hereon: 

(a) if the Calculation Period is equal to or shorter than the Determination Period during 
which it falls, the number of days in the Calculation Period divided by the product of (x) 
the number of days in such Determination Period and (y) the number of Determination 
Periods normally ending in any year; and 

(b) if the Calculation Period is longer than one Determination Period, the sum of: 

(x) the number of days in such Calculation Period falling in the Determination Period 
in which it begins divided by the product of (1) the number of days in such 
Determination Period and (2) the number of Determination Periods normally 
ending in any year; and 

(y) the number of days in such Calculation Period falling in the next Determination 
Period divided by the product of (1) the number of days in such Determination 
Period and (2) the number of Determination Periods normally ending in any year 
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where: 

“Determination Period” means the period from and including a Determination Date in any 
year to but excluding the next Determination Date; and 

“Determination Date” means the date(s) specified as such hereon or, if none is so specified, 
the Interest Payment Date(s). 

“Euro-zone” means the region comprised of member states of the European Union that adopt the 
single currency in accordance with the Treaty establishing the European Community, as amended. 

“Interest Accrual Period” means the period beginning on (and including) the Interest 
Commencement Date and ending on (but excluding) the first Interest Period Date and each successive 
period beginning on (and including) an Interest Period Date and ending on (but excluding) the next 
succeeding Interest Period Date. 

“Interest Amount” means:  

(i) in respect of an Interest Accrual Period, the amount of interest payable per Calculation Amount 
for that Interest Accrual Period and which, in the case of Fixed Rate Notes, and unless 
otherwise specified hereon, shall mean the Fixed Coupon Amount or Broken Amount specified 
hereon as being payable on the Interest Payment Date ending the Interest Period of which such 
Interest Accrual Period forms part; and 

(ii) in respect of any other period, the amount of interest payable per Calculation Amount for that 
period. 

“Interest Commencement Date” means the Issue Date or such other date as may be specified hereon. 

“Interest Determination Date” means with respect to a Rate of Interest and Interest Accrual Period, 
the date specified as such hereon or, if none is so specified, (i) the first day of such Interest Accrual 
Period if the Specified Currency is Sterling or (ii) the day falling two Business Days in London for the 
Specified Currency prior to the first day of such Interest Accrual Period if the Specified Currency is 
neither Sterling nor euro or (iii) the day falling two TARGET2 Business Days prior to the first day of 
such Interest Accrual Period if the Specified Currency is euro. 

“Interest Period” means the period beginning on and including the Interest Commencement Date and 
ending on but excluding the first Interest Payment Date and each successive period beginning on and 
including an Interest Payment Date and ending on but excluding the next succeeding Interest Payment 
Date. 

“Interest Period Date” means each Interest Payment Date unless otherwise specified hereon. 

“ISDA Definitions” means the 2006 ISDA Definitions, as published by the International Swaps and 
Derivatives Association, Inc., unless otherwise specified hereon. 

“Rate of Interest” means the rate of interest payable from time to time in respect of this Note and that 
is either specified or calculated in accordance with the provisions hereon. 

“Reference Banks” means in the case of a determination of LIBOR, the principal London office of 
four major banks in the London inter-bank market and, in the case of a determination of EURIBOR, 
the principal Euro-zone office of four major banks in the Euro-zone inter-bank market, in each case 
selected by the Calculation Agent or as specified hereon.  

“Reference Rate” means the rate specified as such hereon.  
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“Relevant Screen Page” means such page, section, caption, column or other part of a particular 
information service as may be specified hereon.  

“Specified Currency” means the currency specified as such hereon or, if none is specified, the 
currency in which the Notes are denominated. 

“TARGET2 System” means the Trans-European Automated Real-Time Gross Settlement Express 
Transfer (known as TARGET2) System which was launched on 19 November 2007 or any successor 
thereto. 

(l) Calculation Agent: The Issuer shall procure that there shall at all times be one or more Calculation 
Agents if provision is made for them hereon and for so long as any Note is outstanding. Where more 
than one Calculation Agent is appointed in respect of the Notes, references in these Conditions to the 
Calculation Agent shall be construed as each Calculation Agent performing its respective duties under 
the Conditions. If the Calculation Agent is unable or unwilling to act as such or if the Calculation 
Agent fails duly to establish the Rate of Interest for an Interest Accrual Period or to calculate any 
Interest Amount, Instalment Amount, Final Redemption Amount, Early Redemption Amount or 
Optional Redemption Amount, as the case may be, or to comply with any other requirement, the Issuer 
shall (with the prior approval of the Note Trustee) appoint a leading bank or financial institution 
engaged in the interbank market (or, if appropriate, money, swap or over-the-counter index options 
market) that is most closely connected with the calculation or determination to be made by the 
Calculation Agent (acting through its principal London office or any other office actively involved in 
such market) to act as such in its place. The Calculation Agent may not resign its duties without a 
successor having been appointed as aforesaid. 

6 Redemption, Purchase and Options 

(a) Redemption by Instalments and Final Redemption: 

(i) Unless previously redeemed, purchased and cancelled as provided in this Condition 6, each 
Note that provides for Instalment Dates and Instalment Amounts shall be partially redeemed on 
each Instalment Date at the related Instalment Amount specified hereon. The outstanding 
nominal amount of each such Note shall be reduced by the Instalment Amount (or, if such 
Instalment Amount is calculated by reference to a proportion of the nominal amount of such 
Note, such proportion) for all purposes with effect from the related Instalment Date, unless 
payment of the Instalment Amount is improperly withheld or refused, in which case, such 
amount shall remain outstanding until the Relevant Date relating to such Instalment Amount. 

(ii) Unless previously redeemed, purchased and cancelled as provided below, each Note shall be 
finally redeemed on the Maturity Date specified hereon at its Final Redemption Amount 
(which, unless otherwise provided hereon, is its nominal amount) or, in the case of a Note 
falling within paragraph (i) above, its final Instalment Amount. 

(b) Early Redemption: 

(i) Zero Coupon Notes: 

(A) The Early Redemption Amount payable in respect of any Zero Coupon Note, the Early 
Redemption Amount of which is not linked to an index and/or a formula, upon 
redemption of such Note pursuant to Condition 6(c) (Redemption for Taxation Reasons) 
or upon it becoming due and payable as provided in Condition 10 (Events of Default) 
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shall be the Amortised Face Amount (calculated as provided below) of such Note unless 
otherwise specified hereon. 

(B) Subject to the provisions of sub-paragraph (C) below, the Amortised Face Amount of 
any such Note shall be the scheduled Final Redemption Amount of such Note on the 
Maturity Date discounted at a rate per annum (expressed as a percentage) equal to the 
Amortisation Yield (which, if none is shown hereon, shall be such rate as would produce 
an Amortised Face Amount equal to the issue price of the Notes if they were discounted 
back to their issue price on the Issue Date) compounded annually. 

(C) If the Early Redemption Amount payable in respect of any such Note upon its 
redemption pursuant to Condition 6(c) (Redemption for Taxation Reasons) or upon it 
becoming due and payable as provided in Condition 10 (Events of Default) is not paid 
when due, the Early Redemption Amount due and payable in respect of such Note shall 
be the Amortised Face Amount of such Note as defined in sub-paragraph (B) above, 
except that such sub-paragraph shall have effect as though the date on which the Note 
becomes due and payable were the Relevant Date. The calculation of the Amortised Face 
Amount in accordance with this sub-paragraph shall continue to be made (both before 
and after judgment) until the Relevant Date, unless the Relevant Date falls on or after the 
Maturity Date, in which case the amount due and payable shall be the scheduled Final 
Redemption Amount of such Note on the Maturity Date together with any interest that 
may accrue in accordance with Condition 5(c) (Zero Coupon Notes). 

Where such calculation is to be made for a period of less than one year, it shall be made on the 
basis of the Day Count Fraction shown hereon. 

(ii) Other Notes: The Early Redemption Amount payable in respect of any Note (other than Notes 
described in paragraph (i) above), upon redemption of such Note pursuant to Condition 6(c) 
(Redemption for Taxation Reasons) or upon it becoming due and payable as provided in 
Condition 10 (Events of Default), shall be the Final Redemption Amount unless otherwise 
specified hereon. 

(c) Redemption for Taxation Reasons: The Notes may be redeemed at the option of the Issuer in whole, 
but not in part, on any Interest Payment Date (if this Note is either a Floating Rate Note or an Index 
Linked Note) or at any time (if this Note is neither a Floating Rate Note nor an Index Linked Note), on 
giving not less than 30 nor more than 60 days’ notice to the Noteholders (which notice shall be 
irrevocable) at their Early Redemption Amount (as described in Condition 6(b) (Early Redemption) 
above) (together with interest accrued to the date fixed for redemption), if (i) the Issuer (or, if the 
Guarantee were called, any Guarantor) satisfies the Note Trustee immediately before the giving of 
such notice that it has or will become obliged to pay additional amounts as described under Condition 
8 (Taxation) as a result of any change in, or amendment to, the laws or regulations of the United 
Kingdom or any political subdivision or, in each case, any authority thereof or therein having power to 
tax, or any change in the application or official interpretation of such laws or regulations, which 
change or amendment becomes effective on or after the date on which agreement is reached to issue 
the first Tranche of the Notes, and (ii) such obligation cannot be avoided by the Issuer (or any 
Guarantor, as the case may be) taking reasonable measures available to it (including, but not limited to, 
the replacement of the Issuing and Paying Agent), provided that no such notice of redemption shall be 
given earlier than 90 days prior to the earliest date on which the Issuer (or any Guarantor, as the case 
may be) would be obliged to pay such additional amounts were a payment in respect of the Notes (or 
the Guarantee, as the case may be) then due and provided that any two Directors of the Issuer are able 
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to certify in the notice provided to the Noteholders that it has sufficient funds to pay such Early 
Redemption Amount. Prior to the publication of any notice of redemption pursuant to this Condition 
6(c), the Issuer shall deliver to the Note Trustee a certificate signed by two Directors of the Issuer (or 
any Guarantor, as the case may be) stating that the obligation referred to in (i) above cannot be avoided 
by the Issuer (or any Guarantor, as the case may be) taking reasonable measures available to it and the 
Note Trustee shall be entitled to accept such certificate as sufficient evidence of the satisfaction of the 
condition precedent set out in (ii) above, in which event it shall be conclusive and binding on 
Noteholders and Couponholders. 

(d) Redemption at the Option of the Issuer: If a Call Option is specified hereon and provided that on or 
prior to the date on which the notice expires, the Note Trustee has not instituted proceedings against 
the Issuer and/or the Guarantors in accordance with Condition 12 (Enforcement), the Issuer may, on 
giving not less than 15 nor more than 30 days’ irrevocable notice to the Noteholders (or such other 
notice period as may be specified hereon) in accordance with Condition 16 (Notices) redeem all or, if 
so provided, some of the Notes on any Optional Redemption Date. Any such redemption of Notes shall 
be at their Optional Redemption Amount together with interest accrued to the date fixed for 
redemption, provided that any two Directors of the Issuer are able to certify in the notice provided to 
the Noteholders that it has sufficient funds to pay such Optional Redemption Amount. Any such 
redemption or exercise must relate to Notes of a nominal amount at least equal to the Minimum 
Redemption Amount to be redeemed specified hereon and no greater than the Maximum Redemption 
Amount to be redeemed specified hereon. 

All Notes in respect of which any such notice is given shall be redeemed on the date specified in such 
notice in accordance with this Condition. 

In the case of a partial redemption, the notice to Noteholders shall also contain the certificate numbers 
of the Bearer Notes, or, in the case of Registered Notes, shall specify the nominal amount of 
Registered Notes drawn and the holder(s) of such Registered Notes to be redeemed, which shall have 
been drawn in such place as the Note Trustee may approve and in such manner as it deems appropriate, 
subject to compliance with any applicable laws and stock exchange or other relevant authority 
requirements.  

(e) Guarantor Change of Control Put: If at any time there occurs a Guarantor Change of Control, a 
“Guarantor Change of Control Event” shall be deemed to have occurred. 

Promptly upon the Issuer or a Guarantor being aware of a Guarantor Change of Control Event having 
occurred and in any event within 14 days thereof, the Guarantors or the Issuer shall give notice to the 
Noteholders of the occurrence of such Guarantor Change of Control Event (such notice, a “Guarantor 
Change of Control Event Notice”), any such notice to be delivered in accordance with the provisions 
of Condition 16 (Notices). At any time from the date of giving such Guarantor Change of Control 
Event Notice to the date falling 45 days thereafter (such period, the “Put Exercise Period”) upon the 
Issuer receiving at least five Business Days’ notice from any Noteholder (any such notice, a “Put 
Event Notice”), the Notes of such Noteholder as specified in the Put Event Notice shall become due 
and repayable and the Issuer will, upon the expiry of such Put Event Notice (such date, the 
“Guarantor Change of Control Event Date” (which, in respect of any Floating Rate Notes, shall fall 
on an Interest Payment Date), redeem each Note the subject of such Put Event Notice at its principal 
amount together with interest accrued to (but excluding) the Guarantor Change of Control Event Date. 

Pursuant to the above provisions, any Noteholder having the right to require early redemption of any 
Notes held by it pursuant to this Condition 6(e), to exercise the right to require redemption of such 
Notes such Noteholder must, if such Note is in definitive form and held outside Euroclear and 
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Clearstream, Luxembourg, deliver, at the specified office of any Paying Agent at any time during 
normal business hours of such Paying Agent falling within the Put Exercise Period, a duly completed 
and signed notice of exercise in the form (for the time being current) obtainable from any specified 
office of any Paying Agent (a “Put Exercise Notice”) and in which the Noteholder must specify a 
bank account (or, if payment is required to be made by cheque, an address) to which payment is to be 
made under this Condition 6(e) accompanied by such Note or evidence satisfactory to the Paying 
Agent concerned that such Note will, following delivery of the Put Exercise Notice, be held to its order 
or under its control. If such Note is represented by a Global Note or is in definitive form and held 
through Euroclear or Clearstream, Luxembourg, to exercise the right to require redemption of such 
Notes the holder of such Note must, within the Put Exercise Period, give notice to the Issuing and 
Paying Agent of such exercise in accordance with the standard procedures of Euroclear or, as the case 
may be, Clearstream, Luxembourg (which may include notice being given on instruction of the 
relevant Noteholder by Euroclear or Clearstream, Luxembourg, as the case may be, or any common 
service provider for them to the Issuing and Paying Agent by electronic means) in a form acceptable to 
Euroclear or, as the case may be, Clearstream, Luxembourg from time to time and, if such Note is 
represented by a Global Note, at the same time present or procure the presentation of the relevant 
Global Note to the Issuing and Paying Agent for notation accordingly. 

Any Put Exercise Notice or other notice given by a holder of any Note in accordance with the standard 
procedures of Euroclear or, as the case may be, Clearstream, Luxembourg pursuant to this Condition 
6(e) shall be irrevocable except where, prior to the due date of redemption, an Event of Default has 
occurred and the Note Trustee has declared the Notes to be due and repayable pursuant to Condition 10 
(Events of Default), in which event such holder, at its option, may elect by notice to the Issuer to 
withdraw the notice given pursuant to this Condition 6(e). 

In this Condition 6(e): 

“Guarantor Change of Control” means any person (together with any Affiliate of such person) gains 
control, directly or indirectly, of Greensands Holdings Limited. For the purposes of this definition 
"control" of Greensands Holdings Limited means: 

(a) the power (whether by way of ownership of shares, proxy, contract, agency or otherwise) to: 

(i) cast, or control the casting of, more than 50.1 per cent. of the maximum number of votes 
that might be cast at a general meeting of Greensands Holdings Limited; or 

(ii) appoint or remove all, or the majority, of the directors or other equivalent officers of 
Greensands Holdings Limited; or 

(iii) give directions with respect to the operating and financial policies of Greensands 
Holdings Limited with which the directors or other equivalent officers of Greensands 
Holdings Limited are obliged to comply; and/or 

(b) the holding beneficially of more than 50.1 per cent. of the issued share capital of Greensands 
Holdings Limited (excluding any part of that issued share capital that carries no right to 
participate beyond a specified amount in a distribution of either profits or capital). 

(f) Redemption at the Option of Noteholders: If Put Option is specified hereon, the Issuer shall, at the 
option of the holder of any such Note, upon the holder of such Note giving not less than 15 nor more 
than 30 days’ notice to the Issuer (or such other notice period as may be specified hereon) in 
accordance with Condition 16 (Notices) redeem such Note on the Optional Redemption Date(s) at its 
Optional Redemption Amount together with interest accrued to the date fixed for redemption. 
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To exercise such option the such Noteholder must, if such Note is in definitive form and held outside 
Euroclear and Clearstream, Luxembourg, deliver, at the specified office of any Paying Agent at any 
time during normal business hours of such Paying Agent falling within the Exercise Period, a duly 
completed and signed notice of exercise in the form (for the time being current) obtainable from any 
specified office of any Paying Agent (an “Exercise Notice”) and in which the Noteholder must specify 
a bank account (or, if payment is required to be made by cheque, an address) to which payment is to be 
made under this Condition 6(f) accompanied by such Note or evidence satisfactory to the Paying 
Agent concerned that such Note will, following delivery of the Exercise Notice, be held to its order or 
under its control. If such Note is represented by a Global Note or is in definitive form and held through 
Euroclear or Clearstream, Luxembourg, to exercise the right to require redemption of such Notes the 
holder of such Note must, within the Exercise Period, give notice to the Issuing and Paying Agent of 
such exercise in accordance with the standard procedures of Euroclear or, as the case may be, 
Clearstream, Luxembourg (which may include notice being given on instruction of the relevant 
Noteholder by Euroclear or Clearstream, Luxembourg, as the case may be, or any common service 
provider for them to the Issuing and Paying Agent by electronic means) in a form acceptable to 
Euroclear or, as the case may be, Clearstream, Luxembourg from time to time and, if such Note is 
represented by a Global Note, at the same time present or procure the presentation of the relevant 
Global Note to the Issuing and Paying Agent for notation accordingly. 

(g) Partly Paid Notes: Partly Paid Notes will be redeemed, whether at maturity, early redemption or 
otherwise, in accordance with the provisions of this Condition 6 and the provisions specified hereon. 

(h) Purchases: Each of the Issuer, the Guarantors and their Subsidiaries (as defined in the Trust Deed) 
may at any time purchase Notes (provided that all unmatured Receipts and Coupons and unexchanged 
Talons relating thereto are attached thereto or surrendered therewith) in the open market or otherwise 
at any price. The Notes so purchased, while held by or on behalf of the Issuer, the Guarantors or any 
other Subsidiary of the Guarantors, shall not entitle the holder to vote at any meetings of the 
Noteholders and shall not be deemed to be outstanding for the purposes of Condition 10 (Events of 
Default), Condition 11(a) (Meetings of Noteholders) or Condition 12 (Enforcement). 

(i) Cancellation: All Notes purchased by or on behalf of the Issuer, the Guarantors or any of their 
Subsidiaries may be surrendered for cancellation, in the case of Bearer Notes, by surrendering each 
such Note together with all unmatured Receipts and Coupons and all unexchanged Talons to, or to the 
order of, the Issuing and Paying Agent and, in the case of Registered Notes, by surrendering the 
Certificate representing such Notes to the Registrar and, in each case, if so surrendered, shall, together 
with all Notes redeemed by the Issuer, be cancelled forthwith (together with all unmatured Receipts 
and Coupons and unexchanged Talons attached thereto or surrendered therewith). Any Notes so 
surrendered for cancellation may not be reissued or resold and the obligations of the Issuer and the 
Guarantors in respect of any such Notes shall be discharged. 

7 Payments and Talons 

(a) Bearer Notes: Payments of principal and interest in respect of Bearer Notes shall, subject as 
mentioned below, be made against presentation and surrender of the relevant Receipts (in the case of 
payments of Instalment Amounts other than on the due date for redemption and provided that the 
Receipt is presented for payment together with its relative Note), Notes (in the case of all other 
payments of principal and, in the case of interest, as specified in Condition 7(f)(vi)) or Coupons (in the 
case of interest, save as specified in Condition 7(f)(ii)), as the case may be, at the specified office of 
any Paying Agent outside the United States by a cheque payable in the relevant currency drawn on, or, 
at the option of the holder, by transfer to an account denominated in such currency with, a Bank. 
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“Bank” means a bank in the principal financial centre for such currency or, in the case of euro, in a 
city in which banks have access to the TARGET2 System. 

(b) Registered Notes and Record Date: 

(i) Payments of principal (which for the purposes of this Condition 7(b) shall include final 
Instalment Amounts but not other Instalment Amounts) in respect of Registered Notes shall be 
made against presentation and surrender of the relevant Certificates at the specified office of 
any of the Transfer Agents or of the Registrar and in the manner provided in paragraph (ii) 
below. 

(ii) Interest (which for the purpose of this Condition 7(b) shall include all Instalment Amounts other 
than final Instalment Amounts) on Registered Notes shall be paid to the person shown on the 
Register at the close of business on the 15th day before the due date for payment thereof (the 
“Record Date”). Payments of interest on each Registered Note shall be made in the relevant 
currency by cheque drawn on a Bank and mailed to the holder (or to the first named of joint 
holders) of such Note at its address appearing in the Register. Upon application by the holder to 
the specified office of the Registrar or any Transfer Agent before the Record Date, such 
payment of interest may be made by transfer to an account in the relevant currency maintained 
by the payee with a Bank. 

(c) Payments in the United States: Notwithstanding the foregoing, if any Bearer Notes are denominated 
in U.S. Dollars, payments in respect thereof may be made at the specified office of any Paying Agent 
in New York City in the same manner as aforesaid if (i) the Issuer shall have appointed Paying Agents 
with specified offices outside the United States with the reasonable expectation that such Paying 
Agents would be able to make payment of the amounts on the Notes in the manner provided above 
when due, (ii) payment in full of such amounts at all such offices is illegal or effectively precluded by 
exchange controls or other similar restrictions on payment or receipt of such amounts and (iii) such 
payment is then permitted by United States law, without involving, in the opinion of the Issuer, any 
adverse tax consequence to the Issuer. 

(d) Payments subject to Laws: All payments are subject in all cases to any applicable laws, regulations 
and directives in the place of payment, but without prejudice to the provisions of Condition 8 
(Taxation). No commission or expenses shall be charged to the Noteholders or Couponholders in 
respect of such payments. 

(e) Appointment of Agents: The Issuing and Paying Agent, the Paying Agents, the Registrar, the Transfer 
Agents and the Calculation Agent initially appointed by the Issuer and the Guarantors and their 
respective specified offices are listed below. The Issuing and Paying Agent, the Paying Agents, the 
Registrar, the Transfer Agents and the Calculation Agent act solely as agents of the Issuer and the 
Guarantors and do not assume any obligation or relationship of agency or trust for or with any 
Noteholder or Couponholder. The Issuer and the Guarantors reserve the right at any time with the 
approval of the Note Trustee to vary or terminate the appointment of the Issuing and Paying Agent, any 
other Paying Agent, the Registrar, any Transfer Agent or the Calculation Agent(s) and to appoint 
additional or other Paying Agents, Transfer Agents, or Calculation Agent(s) provided that the Issuer 
shall at all times maintain (i) an Issuing and Paying Agent, (ii) a Registrar in relation to Registered 
Notes, (iii) a Transfer Agent in relation to Registered Notes, (iv) one or more Calculation Agent(s) 
where the Conditions so require, (v) a Paying Agent having its specified office in a major European 
city, (vi) such other agents as may be required by any other stock exchange on which the Notes may be 
listed in each case, as approved by the Note Trustee and (vii) a Paying Agent with a specified office in 
a European Union member state that will not be obliged to withhold or deduct tax pursuant to any law 
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implementing European Council Directive 2003/48/EC or any other Directive implementing the 
conclusions of the ECOFIN Council meeting of 26-27 November 2000. 

In addition, the Issuer and the Guarantors shall forthwith appoint a Paying Agent in New York City in 
respect of any Bearer Notes denominated in U.S. Dollars in the circumstances described in paragraph 
(c) above. 

Notice of any such change or any change of any specified office shall promptly be given to the 
Noteholders. 

(f) Unmatured Coupons and Receipts and Unexchanged Talons: 

(i) Upon the due date for redemption of Bearer Notes which comprise Fixed Rate Notes (other 
than Dual Currency Notes or Index Linked Notes), such Notes should be surrendered for 
payment together with all unmatured Coupons (if any) relating thereto, failing which an amount 
equal to the face value of each missing unmatured Coupon (or, in the case of payment not being 
made in full, that proportion of the amount of such missing unmatured Coupon that the sum of 
principal so paid bears to the total principal due) shall be deducted from the Final Redemption 
Amount, Early Redemption Amount or Optional Redemption Amount, as the case may be, due 
for payment. Any amount so deducted shall be paid in the manner mentioned above against 
surrender of such missing Coupon within a period of 10 years from the Relevant Date for the 
payment of such principal (whether or not such Coupon has become void pursuant to Condition 
9 (Prescription)). 

(ii) Upon the due date for redemption of any Bearer Note comprising a Floating Rate Note, Dual 
Currency Note or Index Linked Note, unmatured Coupons relating to such Note (whether or not 
attached) shall become void and no payment shall be made in respect of them. 

(iii) Upon the due date for redemption of any Bearer Note, any unexchanged Talon relating to such 
Note (whether or not attached) shall become void and no Coupon shall be delivered in respect 
of such Talon. 

(iv) Upon the due date for redemption of any Bearer Note that is redeemable in instalments, all 
Receipts relating to such Note having an Instalment Date falling on or after such due date 
(whether or not attached) shall become void and no payment shall be made in respect of them. 

(v) Where any Bearer Note that provides that the relative unmatured Coupons are to become void 
upon the due date for redemption of those Notes is presented for redemption without all 
unmatured Coupons, and where any Bearer Note is presented for redemption without any 
unexchanged Talon relating to it, redemption shall be made only against the provision of such 
indemnity as the Issuer may require. 

(vi) If the due date for redemption of any Note is not a due date for payment of interest, interest 
accrued from the preceding due date for payment of interest or the Interest Commencement 
Date, as the case may be, shall only be payable against presentation (and surrender if 
appropriate) of the relevant Bearer Note or Certificate representing it, as the case may be. 
Interest accrued on a Note that only bears interest after its Maturity Date shall be payable on 
redemption of such Note against presentation of the relevant Note or Certificate representing it, 
as the case may be. 

(g) Talons: On or after the Interest Payment Date for the final Coupon forming part of a Coupon sheet 
issued in respect of any Bearer Note, the Talon forming part of such Coupon sheet may be surrendered 
at the specified office of the Issuing and Paying Agent in exchange for a further Coupon sheet (and if 
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necessary another Talon for a further Coupon sheet) (but excluding any Coupons that may have 
become void pursuant to Condition 9 (Prescription)). 

(h) Non-Business Days: If any date for payment in respect of any Note, Receipt or Coupon is not a 
business day, the holder shall not be entitled to payment until the next following business day nor to 
any interest or other sum in respect of such postponed payment. In this paragraph, “business day” 
means a day (other than a Saturday or a Sunday) on which banks and foreign exchange markets are 
open for business in the relevant place of presentation, in such jurisdictions as shall be specified as 
“Financial Centres” hereon and: 

(i) (in the case of a payment in a currency other than euro) where payment is to be made by 
transfer to an account maintained with a bank in the relevant currency, on which foreign 
exchange transactions may be carried on in the relevant currency in the principal financial 
centre of the country of such currency; or 

(ii) (in the case of a payment in euro) which is a TARGET2 Business Day. 

8 Taxation 

All payments of principal and interest by or on behalf of the Issuer or the Guarantors in respect of the Notes, 
the Receipts and the Coupons or under the Guarantee shall be made free and clear of, and without 
withholding or deduction for, any taxes, duties, assessments or governmental charges of whatever nature 
imposed, levied, collected, withheld or assessed by or within the United Kingdom or any authority therein or 
thereof having power to tax, unless such withholding or deduction is required by law. In that event, the Issuer 
or, as the case may be, the Guarantors shall pay such additional amounts as shall result in receipt by the 
Noteholders and Couponholders of such amounts as would have been received by them had no such 
withholding or deduction been required, except that no such additional amounts shall be payable with respect 
to any Note, Receipt or Coupon: 

(a) Other connection: to, or to a third party on behalf of, a holder who is liable to such taxes, duties, 
assessments or governmental charges in respect of such Note, Receipt or Coupon by reason of his 
having some connection with the United Kingdom other than the mere holding of the Note, Receipt or 
Coupon; 

(b) Lawful avoidance of withholding: to, or to a third party on behalf of, a holder who could lawfully 
avoid (but has not so avoided) such deduction or withholding by complying or procuring that any third 
party complies with any statutory requirements or by making or procuring that any third party makes a 
declaration of non-residence or other similar claim for exemption to any tax authority in the place 
where the relevant Note (or the Certificate representing it), Receipt or Coupon is presented for 
payment; 

(c) Presentation more than 30 days after the Relevant Date: presented (or in respect of which the 
Certificate representing it is presented) for payment more than 30 days after the Relevant Date except 
to the extent that the holder of it would have been entitled to such additional amounts on presenting it 
for payment on the thirtieth day; 

(d) Payment to individuals: where such withholding or deduction is imposed on a payment to an 
individual and is required to be made pursuant to European Council Directive 2003/48/EC or any other 
Directive implementing the conclusions of the ECOFIN Council meeting of 26-27 November 2000 on 
the taxation of savings income or any law implementing or complying with, or introduced in order to 
conform to, such Directive; or 
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(e) Payment by another Paying Agent: (except in the case of Registered Notes) presented for payment 
by or on behalf of a holder who would have been able to avoid such withholding or deduction by 
presenting the relevant Note, Receipt or Coupon to another Paying Agent in a Member State of the 
European Union. 

As used in these Conditions, “Relevant Date” in respect of any Note, Receipt or Coupon means the date on 
which payment in respect of it first becomes due or (if any amount of the money payable is improperly 
withheld or refused) the date on which payment in full of the amount outstanding is made or (if earlier) the 
date seven days after that on which notice is duly given to the Noteholders that, upon further presentation of 
the Note (or relative Certificate), Receipt or Coupon being made in accordance with the Conditions, such 
payment will be made, provided that payment is in fact made upon such presentation. References in these 
Conditions to (i) “principal” shall be deemed to include any premium payable in respect of the Notes, all 
Instalment Amounts, Final Redemption Amounts, Early Redemption Amounts, Optional Redemption 
Amounts, Amortised Face Amounts and all other amounts in the nature of principal payable pursuant to 
Condition 6 (Redemption, Purchase and Options) or any amendment or supplement to it, (ii) “interest” shall 
be deemed to include all Interest Amounts and all other amounts payable pursuant to Condition 5 (Interest 
and Other Calculations) or any amendment or supplement to it and (iii) “principal” and/or “interest” shall 
be deemed to include any additional amounts that may be payable under this Condition 8 or any undertaking 
given in addition to or in substitution for it under the Trust Deed. 

9 Prescription 

Claims against the Issuer and/or the Guarantors for payment in respect of the Notes, Receipts and Coupons 
(which, for this purpose, shall not include Talons) shall be prescribed and become void unless made within 10 
years (in the case of principal) or five years (in the case of interest) from the appropriate Relevant Date in 
respect of them. 

10 Events of Default  

If any of the following events (“Events of Default”) occurs and is continuing (subject to any applicable grace 
periods), the Note Trustee at its discretion may, and if so requested by holders of at least one-fifth in nominal 
amount of the Notes then outstanding or if so directed by an Extraordinary Resolution and, in each case, 
subject to being indemnified and/or secured and/or pre-funded to its satisfaction shall, give notice to the 
Issuer that the Notes are, and they shall immediately become, due and payable at their Early Redemption 
Amount together (if applicable) with accrued interest: 

(a) Non-Payment: default is made for more than 14 days (in the case of interest) or seven days (in the 
case of principal) in the payment on the due date of interest or principal in respect of any of the Notes; 

(b) Financial Covenants: as at a Test Date: 

(i) Regulated Asset Ratio: the Regulated Asset Ratio in respect of the Test Period ending on such 
Test Date exceeds 0.95:1, provided that the Regulated Asset Ratio shall be deemed not to have 
been breached if Consolidated Total Net Debt is reduced within 15 Business Days of the 
publication by the Office for National Statistics of RPI for the month in which the relevant Test 
Date falls through a Cure Investment such that, had such Cure Investment been made prior to 
the relevant Test Date, the Regulated Asset Ratio would not have been breached on such Test 
Date. A Cure Investment may not be made more than once in respect of any three consecutive 
Test Dates. 
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(ii) Interest Cover Ratio: the Interest Cover Ratio in respect of the Test Period ending on such Test 
Date is less than 2:1. 

(c) Breach of Other Obligations: the Issuer or any of the Guarantors does not perform or comply with 
any one or more of its other obligations under the Notes or the Trust Deed which default is (i) 
incapable of remedy or, if in the opinion of the Note Trustee capable of remedy, is not in the opinion of 
the Note Trustee remedied within 20 Business Days after notice of such default shall have been given 
to the Issuer or the Guarantors by the Note Trustee and (ii) in the opinion of the Note Trustee 
materially prejudicial to the interests of the Noteholders; 

(d) Cross-Acceleration: any other present or future indebtedness of the Issuer or the Guarantors for or in 
respect of moneys borrowed or raised becomes due and payable prior to its stated maturity by reason 
of any actual event of default (howsoever described) provided that the aggregate amount of the 
Financial Indebtedness in respect of which the events mentioned above in this paragraph (d) have 
occurred equals or exceeds £25,000,000 or its equivalent (as reasonably determined by the Note 
Trustee); 

(e) Failure to pay under a Loan Facility: default is made in the payment on the due date of interest or 
principal in respect of any Loan Facility (after giving effect to any originally applicable grace period); 

(f) Enforcement Proceedings: a distress, attachment, execution or other legal process is levied, enforced 
or sued out on or against any material part of the property, assets or revenues of the Issuer or any of the 
Guarantors and is not discharged or stayed within 30 days; 

(g) Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or future, 
created or assumed by the Issuer or any of the Guarantors becomes enforceable and any step is taken to 
enforce it (including the taking of possession or the appointment of a receiver, administrative receiver, 
administrator manager or other similar person); 

(h) Insolvency: the Issuer or any Guarantor is (or is, or could be, deemed by law or a court to be) 
insolvent or bankrupt or unable to pay its debts, stops, suspends or threatens to stop or suspend 
payment of all or a material part of (or of a particular type of) its debts, proposes or makes a general 
assignment or an arrangement or composition with or for the benefit of the relevant creditors in respect 
of any of such debts or a moratorium is agreed or declared or comes into effect in respect of or 
affecting all or any part of (or of a particular type of) the debts of the Issuer or any Guarantor; 

(i) Winding-up: an administrator is appointed, an order is made or an effective resolution passed for the 
winding-up or dissolution or administration of the Issuer or any of the Guarantors, or the Issuer or any 
of the Guarantors shall apply or petition for a winding-up or administration order in respect of itself or 
ceases or through an official action of its board of directors threatens to cease to carry on all or 
substantially all of its business or operations, in each case except for the purpose of and followed by a 
reconstruction, amalgamation, reorganisation, merger or consolidation on terms approved by the Note 
Trustee or by an Extraordinary Resolution of the Noteholders;  

(j) Ownership: the Issuer ceases to be wholly-owned and controlled by Greensands (UK) Limited; 

(k) Illegality: it is or will become unlawful for the Issuer or any of the Guarantors to perform or comply 
with any one or more of its material obligations under any of the Note Documents; 

(l) Analogous Events: any event occurs that under the laws of any relevant jurisdiction has an analogous 
effect to any of the events referred to in any of the foregoing paragraphs; 

(m) Guarantee: the Guarantee is not (or is claimed by any of the Guarantors not to be) in full force and 
effect; or 
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(n) SWS Cross Acceleration: the termination of a Standstill Period (as defined in the SWS Base 
Prospectus) other than by waiver or remedy of default. 

11 Meetings of Noteholders, Modification, Waiver and Substitution 

(a) Meetings of Noteholders: The Trust Deed contains provisions for convening meetings of Noteholders 
to consider any matter affecting their interests, including the sanctioning by Extraordinary Resolution 
(as defined in the Trust Deed) of a modification of any of these Conditions or any provisions of the 
Trust Deed. Such a meeting may be convened by Noteholders holding not less than 10 per cent. in 
nominal amount of the Notes for the time being outstanding. The quorum for any meeting convened to 
consider an Extraordinary Resolution shall be two or more persons holding or representing a clear 
majority in nominal amount of the Notes for the time being outstanding, or at any adjourned meeting 
two or more persons being or representing Noteholders whatever the nominal amount of the Notes 
held or represented, unless the business of such meeting includes consideration of proposals, inter alia, 
(i) to amend the dates of maturity or redemption of the Notes, any Instalment Date or any date for 
payment of interest or Interest Amounts on the Notes, (ii) to reduce or cancel the nominal amount of, 
or any Instalment Amount of, or any premium payable on redemption of, the Notes, (iii) to reduce the 
rate or rates of interest in respect of the Notes or to vary the method or basis of calculating the rate or 
rates or amount of interest or the basis for calculating any Interest Amount in respect of the Notes, (iv) 
if a Minimum and/or a Maximum Rate of Interest, Instalment Amount or Redemption Amount is 
shown hereon, to reduce any such Minimum and/or Maximum, (v) to vary any method of, or basis for, 
calculating the Final Redemption Amount, the Early Redemption Amount or the Optional Redemption 
Amount, including the method of calculating the Amortised Face Amount, (vi) to vary the currency or 
currencies of payment or denomination of the Notes, (vii) to modify the provisions concerning the 
quorum required at any meeting of Noteholders or the majority required to pass an Extraordinary 
Resolution, or (viii) to modify or cancel the Guarantee, in which case the necessary quorum shall be 
two or more persons holding or representing not less than 75 per cent., or at any adjourned meeting not 
less than 25 per cent., in nominal amount of the Notes for the time being outstanding. Any 
Extraordinary Resolution duly passed shall be binding on Noteholders (whether or not they were 
present at the meeting at which such resolution was passed) and on all Couponholders. 

The Trust Deed provides that a resolution in writing signed by or on behalf of the holders of not less 
than 75 per cent. in nominal amount of the Notes outstanding shall for all purposes be as valid and 
effective as an Extraordinary Resolution passed at a meeting of Noteholders duly convened and held. 
Such a resolution in writing may be contained in one document or several documents in the same form, 
each signed by or on behalf of one or more Noteholders. 

(b) Modification of the Trust Deed: The Note Trustee may agree, without the consent of the Noteholders 
or Couponholders, to (i) any modification of any of the provisions of the Trust Deed, the Conditions or 
any other Transaction Document that is of a formal, minor or technical nature or is made to correct a 
manifest error, and (ii) any other modification (except as mentioned in the Trust Deed), and any waiver 
or authorisation of any breach or proposed breach, of any of the provisions of the Trust Deed, the 
Conditions or any other Transaction Document that is in the opinion of the Note Trustee not materially 
prejudicial to the interests of the Noteholders. Any such modification, authorisation or waiver shall be 
binding on the Noteholders and the Couponholders and, if the Note Trustee so requires, such 
modification shall be notified to the Noteholders as soon as practicable. 

These Conditions may be amended, modified or varied in relation to any Series of Notes by the terms 
of the relevant Final Terms in relation to such Series. 
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(c) Substitution: The Trust Deed contains provisions permitting the Note Trustee to agree, subject to such 
amendment of the Trust Deed and such other conditions as the Note Trustee may require, but without 
the consent of the Noteholders or the Couponholders, to the substitution of the Issuer’s successor in 
business in place of the Issuer or of any of the Guarantors’ successor in business in place of such 
Guarantor, or, in each case, in place of any previous substituted company, as principal debtor or, as the 
case may be, Guarantor under the Trust Deed and the Notes. In the case of such a substitution, the Note 
Trustee may agree, without the consent of the Noteholders or the Couponholders, to a change of the 
law governing the Notes, the Receipts, the Coupons, the Talons and/or the Trust Deed provided that 
such change would not in the opinion of the Note Trustee be materially prejudicial to the interests of 
the Noteholders. 

(d) Entitlement of the Note Trustee: In connection with the exercise of its functions (including but not 
limited to those referred to in this Condition), the Note Trustee shall have regard to the interests of the 
Noteholders as a class and shall not have regard to the consequences of such exercise for individual 
Noteholders or Couponholders and the Note Trustee shall not be entitled to require, nor shall any 
Noteholder or Couponholder be entitled to claim, from the Issuer or the Guarantors any 
indemnification or payment in respect of any tax consequence of any such exercise upon individual 
Noteholders or Couponholders. 

12 Enforcement 

Subject to the terms of the Intercreditor Agreement, at any time after the Notes become due and payable, the 
Note Trustee may, at its discretion and without further notice, institute such proceedings against the Issuer 
and/or the Guarantors as it may think fit to enforce the terms of the Trust Deed, the Notes, the Receipts and 
the Coupons, and may give instructions to the Security Trustee in relation to the Security Agreement under the 
Intercreditor Agreement as a Secured Creditor Representative representing 100 per cent. of the principal 
amount of the Notes outstanding, provided that the provisions of the Intercreditor Agreement shall determine 
whether or not the Security Trustee is obliged to comply with those instructions; but it shall not be required to 
take any such proceedings or give such instructions unless (a) it shall have been so directed by an 
Extraordinary Resolution or so requested in writing by Noteholders holding at least one-fifth in nominal 
amount of the Notes outstanding, and (b) it shall have been indemnified and/or secured and/or pre-funded to 
its satisfaction. For the avoidance of doubt, enforcement of the Transaction Security may only take place in 
accordance with the terms of the Intercreditor Agreement. No Noteholder, Receiptholder or Couponholder 
may proceed directly against the Issuer or any Guarantor unless the Note Trustee, having become bound so to 
proceed and permitted so to do by the Intercreditor Agreement, fails to do so within a reasonable time and 
such failure is continuing. 

13 Indemnification of the Note Trustee 

The Trust Deed contains provisions for the indemnification of the Note Trustee and for its relief from 
responsibility. The Note Trustee is entitled to enter into business transactions with the Issuer, the Guarantors 
and any entity related to the Issuer or the Guarantors without accounting for any profit. 

The Note Trustee may rely without liability to Noteholders or Couponholders on a report, confirmation or 
certificate or any advice of any accountants, financial advisers, financial institution or any other expert, 
whether or not addressed to it and whether their liability in relation thereto is limited (by its terms or by any 
engagement letter relating thereto entered into by the Note Trustee or in any other manner) by reference to a 
monetary cap, methodology or otherwise. The Note Trustee may accept and shall be entitled to rely on any 
such report, confirmation or certificate or advice and such report, confirmation or certificate or advice shall be 
binding on the Issuer, the Note Trustee and the Noteholders. 
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14 Replacement of Notes, Certificates, Receipts, Coupons and Talons 

If a Note, Certificate, Receipt, Coupon or Talon is lost, stolen, mutilated, defaced or destroyed, it may be 
replaced, subject to applicable laws, regulations and stock exchange or other relevant authority regulations, at 
the specified office of the Issuing and Paying Agent in London (in the case of Bearer Notes, Receipts, 
Coupons or Talons) and of the Registrar (in the case of Certificates) or such other Paying Agent or Transfer 
Agent, as the case may be, as may from time to time be designated by the Issuer for the purpose and notice of 
whose designation is given to Noteholders, in each case on payment by the claimant of the fees and costs 
incurred in connection therewith and on such terms as to evidence, security and indemnity (which may 
provide, inter alia, that if the allegedly lost, stolen or destroyed Note, Certificate, Receipt, Coupon or Talon is 
subsequently presented for payment or, as the case may be, for exchange for further Coupons, there shall be 
paid to the Issuer on demand the amount payable by the Issuer in respect of such Notes, Certificates, Receipts, 
Coupons or further Coupons) and otherwise as the Issuer may require. Mutilated or defaced Notes, 
Certificates, Receipts, Coupons or Talons must be surrendered before replacements will be issued. 

15 Further Issues 

The Issuer may from time to time without the consent of the Noteholders or Couponholders create and issue 
further securities either having the same terms and conditions as the Notes in all respects (or in all respects 
except for the first payment of interest on them) and so that such further securities shall be consolidated and 
form a single series with the outstanding securities of any series (including the Notes) or upon such terms as 
the Issuer may determine at the time of their issue. References in these Conditions to the Notes include 
(unless the context requires otherwise) any other securities issued pursuant to this Condition 15 and forming a 
single series with the Notes. Any further securities forming a single series with the outstanding securities of 
any series (including the Notes) constituted by the Trust Deed or any deed supplemental to it shall, and any 
other securities may, be constituted by the Trust Deed. The Trust Deed contains provisions for convening a 
single meeting of the Noteholders and the holders of securities of other series where the Note Trustee so 
decides. 

16 Notices 

Notices to the holders of Registered Notes shall be mailed to them at their respective addresses in the Register 
and deemed to have been given on the fourth weekday (being a day other than a Saturday or a Sunday) after 
the date of mailing. Notices to the holders of Bearer Notes shall be valid if published in a daily newspaper of 
general circulation in London (which is expected to be the Financial Times). If in the opinion of the Note 
Trustee any such publication is not practicable, notice shall be validly given if published in another leading 
daily English language newspaper with general circulation in Europe. Any such notice shall be deemed to 
have been given on the date of such publication or, if published more than once or on different dates, on the 
first date on which publication is made, as provided above. 

Couponholders shall be deemed for all purposes to have notice of the contents of any notice given to the 
holders of Bearer Notes in accordance with this Condition. 

17 Contracts (Rights of Third Parties) Act 1999 

No person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of 
Third Parties) Act 1999 (the “Act”), but this does not affect any other right or remedy of a third party which 
exists or is available apart from the Act. 
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18 Governing Law and Jurisdiction 

(a) Governing Law: The Trust Deed, the Notes, the Receipts, the Coupons and the Talons and any non-
contractual obligations arising out of or in connection with them are governed by, and shall be 
construed in accordance with, English law. 

(b) Jurisdiction: The Courts of England are to have jurisdiction to settle any disputes that may arise out of 
or in connection with any Notes, Receipts, Coupons or Talons or the Guarantee (including any disputes 
in relation to non-contractual obligations arising out of or in connection with them) and accordingly 
any legal action or proceedings arising out of or in connection with any Notes, Receipts, Coupons or 
Talons or the Guarantee (“Proceedings”) may be brought in such courts. Each of the Issuer and the 
Guarantors has in the Trust Deed irrevocably submitted to the jurisdiction of such courts. 
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN GLOBAL FORM 

1 Initial Issue of Notes 

If the Global Notes or the Global Certificates are stated in the applicable Final Terms to be issued in NGN 
form or to be held under the NSS (as the case may be), the Global Notes or the Global Certificates will be 
delivered on or prior to the original issue date of the Tranche to a Common Safekeeper. Depositing the Global 
Notes or the Global Certificates with the Common Safekeeper does not necessarily mean that the Notes will 
be recognised as eligible collateral for Eurosystem monetary policy and intra-day credit operations by the 
Eurosystem either upon issue, or at any or all times during their life. Such recognition will depend upon 
satisfaction of the Eurosystem eligibility criteria. 

Global notes which are issued in CGN form and Global Certificates which are not held under the NSS may be 
delivered on or prior to the original issue date of the Tranche to a Common Depositary. 

If the Global Note is issued in CGN form, upon the initial deposit of a Global Note with a common depositary 
for Euroclear and Clearstream, Luxembourg (the “Common Depositary”) or registration of Registered Notes 
in the name of any nominee for Euroclear and Clearstream, Luxembourg and delivery of the relative Global 
Certificate to the Common Depositary, Euroclear or Clearstream, Luxembourg will credit each subscriber 
with a nominal amount of Notes equal to the nominal amount thereof for which it has subscribed and paid. If 
the Global Note is issued in NGN form, the nominal amount of the Notes shall be the aggregate amount from 
time to time entered in the records of Euroclear or Clearstream, Luxembourg. The records of such clearing 
system shall be conclusive evidence of the nominal amount of Notes represented by the Global Note and a 
statement issued by such clearing system at any time shall be conclusive evidence of the records of the 
relevant clearing system at that time. 

Notes that are initially deposited with the Common Depositary may also be credited to the accounts of 
subscribers with (if indicated in the relevant Final Terms) other clearing systems through direct or indirect 
accounts with Euroclear and Clearstream, Luxembourg held by such other clearing systems. Conversely, 
Notes that are initially deposited with any other clearing system may similarly be credited to the accounts of 
subscribers with Euroclear, Clearstream, Luxembourg or other clearing systems. 

2 Relationship of Accountholders with Clearing Systems 

Each of the persons shown in the records of Euroclear, Clearstream, Luxembourg or any other permitted 
clearing system (“Alternative Clearing System”) as the holder of a Note represented by a Global Note or a 
Global Certificate must look solely to Euroclear, Clearstream, Luxembourg or any such Alternative Clearing 
System (as the case may be) for his share of each payment made by the Issuer to the bearer of such Global 
Note or the holder of the underlying Registered Notes, as the case may be, and in relation to all other rights 
arising under the Global Notes or Global Certificates, subject to and in accordance with the respective rules 
and procedures of Euroclear, Clearstream, Luxembourg or such Alternative Clearing System (as the case may 
be). Such persons shall have no claim directly against the Issuer in respect of payments due on the Notes for 
so long as the Notes are represented by such Global Note or Global Certificate and such obligations of the 
Issuer will be discharged by payment to the bearer of such Global Note or the holder of the underlying 
Registered Notes, as the case may be, in respect of each amount so paid. 
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3 Exchange 

3.1 Temporary Global Notes 

Each Temporary Global Note will be exchangeable, free of charge to the holder, on or after its 
Exchange Date: 

(i) if the relevant Final Terms indicates that such Global Note is issued in compliance with the C 
Rules or in a transaction to which TEFRA is not applicable (as to which, see “Overview of the 
Programme – Selling Restrictions”), in whole, but not in part, for the Definitive Notes defined 
and described below; and 

(ii) otherwise, in whole or in part upon certification as to non-U.S. beneficial ownership in the 
form set out in the Agency Agreement for interests in a Permanent Global Note or, if so 
provided in the relevant Final Terms, for Definitive Notes. 

3.2 Permanent Global Notes 

Each Permanent Global Note will be exchangeable, free of charge to the holder, on or after its 
Exchange Date in whole but not, except as provided under paragraph 3.4 below, in part for Definitive 
Notes if the Permanent Global Note is held on behalf of Euroclear or Clearstream, Luxembourg or an 
Alternative Clearing System and any such clearing system is closed for business for a continuous 
period of 14 days (other than by reason of holidays, statutory or otherwise) or announces an intention 
permanently to cease business or in fact does so. 

In the event that a Global Note is exchanged for Definitive Notes, such Definitive Notes shall be 
issued in Specified Denomination(s) only. A Noteholder who holds a principal amount of less than the 
minimum Specified Denomination will not receive a definitive Note in respect of such holding and 
would need to purchase a principal amount of Notes such that it holds an amount equal to one or more 
Specified Denominations. 

3.3 Permanent Global Certificates 

If the Final Terms state that the Notes are to be represented by a Permanent Global Certificate on issue, 
the following will apply in respect of transfers of Notes held in Euroclear or Clearstream, Luxembourg 
or an Alternative Clearing System. These provisions will not prevent the trading of interests in the 
Notes within a clearing system whilst they are held on behalf of such clearing system, but will limit the 
circumstances in which the Notes may be withdrawn from the relevant clearing system. 

Transfers of the holding of Notes represented by any Global Certificate pursuant to Condition 2(b) 
(Transfer of Registered Notes) may only be made in part: 

(i) if the relevant clearing system is closed for business for a continuous period of 14 days (other 
than by reason of holidays, statutory or otherwise) or announces an intention permanently to 
cease business or does in fact do so; or 

(ii) with the consent of the Issuer, 

provided that, in the case of the first transfer of part of a holding pursuant to paragraph 3.3(i) above, 
the Registered Holder has given the Registrar not less than 30 days’ notice at its specified office of the 
Registered Holder’s intention to effect such transfer. 
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3.4 Partial Exchange of Permanent Global Notes 

For so long as a Permanent Global Note is held on behalf of a clearing system and the rules of that 
clearing system permit, such Permanent Global Note will be exchangeable in part on one or more 
occasions for Definitive Notes if so provided in, and in accordance with, the Conditions (which will be 
set out in the relevant Final Terms) relating to Partly Paid Notes. 

3.5 Delivery of Notes 

If the Global Note is issued in CGN form, on or after any due date for exchange, the holder of a Global 
Note may surrender such Global Note or, in the case of a partial exchange, present it for endorsement 
to or to the order of the Issuing and Paying Agent. In exchange for any Global Note, or the part thereof 
to be exchanged, the Issuer will (i) in the case of a Temporary Global Note exchangeable for a 
Permanent Global Note, deliver, or procure the delivery of, a Permanent Global Note in an aggregate 
nominal amount equal to that of the whole or that part of a Temporary Global Note that is being 
exchanged or, in the case of a subsequent exchange, endorse, or procure the endorsement of, a 
Permanent Global Note to reflect such exchange or (ii) in the case of a Global Note exchangeable for 
Definitive Notes, deliver, or procure the delivery of, an equal aggregate nominal amount of duly 
executed and authenticated Definitive Notes or if the Global Note is issued in NGN form, the Issuer 
will procure that details of such exchange be entered pro rata in the records of the relevant clearing 
system. In this Prospectus, “Definitive Notes” means in relation to any Global Note, the definitive 
Bearer Notes for which such Global Note may be exchanged (if appropriate, having attached to them 
all Coupons and Receipts in respect of interest or Instalment Amounts that have not already been paid 
on the Global Note and a Talon). Definitive Notes will be security-printed in accordance with any 
applicable legal and stock exchange requirements in or substantially in the form set out in the 
Schedules to the Trust Deed. On exchange in full of each Permanent Global Note, the Issuer will, if the 
holder so requests, procure that it is cancelled and returned to the holder together with the relevant 
Definitive Notes. 

3.6 Exchange Date 

“Exchange Date” means in relation to a Temporary Global Note, the day falling after the expiry of 40 
days after its issue date and, in relation to a Permanent Global Note, a day falling not less than 60 days 
after that on which the notice requiring exchange is given and on which banks are open for business in 
the city in which the specified office of the Issuing and Paying Agent is located and in the city in 
which the relevant clearing system is located. 

4 Amendment to Conditions 

The Temporary Global Notes, Permanent Global Notes and Global Certificates contain provisions that apply 
to the Notes that they represent, some of which modify the effect of the terms and conditions of the Notes set 
out in this Prospectus. The following is a summary of certain of those provisions: 

4.1 Payments 

No payment falling due after the Exchange Date will be made on any Global Note unless exchange for 
an interest in a Permanent Global Note or for Definitive Notes is improperly withheld or refused. 
Payments on any Temporary Global Note issued in compliance with the D Rules before the Exchange 
Date will only be made against presentation of certification as to non-U.S. beneficial ownership in the 
form set out in the Agency Agreement. All payments in respect of Notes represented by a Global Note 
in CGN form will be made against presentation for endorsement and, if no further payment falls to be 
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made in respect of the Notes, surrender of that Global Note to or to the order of the Issuing and Paying 
Agent or such other Paying Agent as shall have been notified to the Noteholders for such purpose. If 
the Global Note is in CGN form, a record of each payment so made will be endorsed on each Global 
Note, which endorsement will be prima facie evidence that such payment has been made in respect of 
the Notes. Condition 7(e)(vii) (Appointment of Agents) and Condition 8(e) (Payment by another 
Paying Agent) will apply to the Definitive Notes only. If the Global Note is in NGN form or if the 
Global Certificate is held under the NSS, the Issuer shall procure that details of each such payment 
shall be entered pro rata in the records of the relevant clearing system and, in the case of payments of 
principal, the nominal amount of the Notes recorded in the records of the relevant clearing system and 
represented by the Global Note or the Global Certificate will be reduced accordingly. Payments under 
a Global Note in NGN form will be made to its holder. Each payment so made will discharge the 
Issuer’s obligations in respect thereof. Any failure to make the entries in the records of the relevant 
clearing system shall not affect such discharge. For the purpose of any payments made in respect of a 
Global Note, the relevant place of presentation shall be disregarded in the definition of “business day” 
set out in Condition 7(h) (Non-Business Days). 

All payments in respect of Notes represented by a Global Certificate will be made to, or to the order 
of, the person whose name is entered on the Register at the close of business on the Clearing System 
Business Day immediately prior to the date for payment (the “Record Date”), where Clearing System 
Business Day means Monday to Friday inclusive except 25 December and 1 January. 

4.2 Prescription 

Claims against the Issuer in respect of Notes that are represented by a Permanent Global Note will 
become void unless it is presented for payment within a period of 10 years (in the case of principal) 
and five years (in the case of interest) from the appropriate Relevant Date (as defined in Condition 8 
(Taxation)). 

4.3 Meetings 

The holder of a Permanent Global Note or of the Notes represented by a Global Certificate shall 
(unless such Permanent Global Note or Global Certificate represents only one Note) be treated as 
being two persons for the purposes of any quorum requirements of a meeting of Noteholders and, at 
any such meeting, the holder of a Permanent Global Note shall be treated as having one vote in respect 
of each integral currency unit of the Specified Currency of the Notes. All holders of Registered Notes 
are entitled to one vote in respect of each integral currency unit of the Specified Currency of the Notes 
comprising such Noteholder’s holding, whether or not represented by a Global Certificate. 

4.4 Cancellation 

Cancellation of any Note represented by a Permanent Global Note that is required by the Conditions to 
be cancelled (other than upon its redemption) will be effected by a reduction in the nominal amount of 
the relevant Permanent Global Note. 

4.5 Purchase 

Notes represented by a Permanent Global Note may only be purchased by the Issuer, the Guarantors or 
any of their respective subsidiaries if they are purchased together with the rights to receive all future 
payments of interest and Instalment Amounts (if any) thereon. 
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4.6 Issuer’s Option 

Any option of the Issuer provided for in the Conditions of any Notes while such Notes are represented 
by a Permanent Global Note shall be exercised by the Issuer giving notice to the Noteholders within 
the time limits set out in and containing the information required by the Conditions, except that the 
notice shall not be required to contain the serial numbers of Notes drawn in the case of a partial 
exercise of an option and accordingly no drawing of Notes shall be required. In the event that any 
option of the Issuer is exercised in respect of some but not all of the Notes of any Series, the rights of 
accountholders with a clearing system in respect of the Notes will be governed by the standard 
procedures of Euroclear and/or Clearstream, Luxembourg (to be reflected in the records of Euroclear 
and Clearstream, Luxembourg as either a pool factor or a reduction in nominal amount, at their 
discretion) or any other Alternative Clearing System (as the case may be). 

4.7 Noteholders’ Options 

Any option of the Noteholders provided for in the Conditions of any Notes while such Notes are 
represented by a Permanent Global Note may be exercised by the holder of the Permanent Global Note 
giving notice to the Issuing and Paying Agent within the time limits relating to the deposit of Notes 
with a Paying Agent set out in the Conditions substantially in the form of the notice available from any 
Paying Agent, except that the notice shall not be required to contain the serial numbers of the Notes in 
respect of which the option has been exercised, and stating the nominal amount of Notes in respect of 
which the option is exercised and at the same time, where the Permanent Global Note is in CGN form, 
presenting the Permanent Global Note to the Issuing and Paying Agent for notation. Where the Global 
Note is in NGN form or where the Global Certificate is held under the NSS, the Issuer shall procure 
that details of such exercise shall be entered pro rata in the records of the relevant clearing system and 
the nominal amount of the Notes recorded in those records will be reduced accordingly. 

4.8 NGN Nominal Amount 

Where the Global Note is in NGN form, the Issuer shall procure that any exchange, payment, 
cancellation, exercise of any option or any right under the Notes, as the case may be, in addition to the 
circumstances set out above shall be entered in the records of the relevant clearing systems and upon 
any such entry being made, in respect of payments of principal, the nominal amount of the Notes 
represented by such Global Note shall be adjusted accordingly. 

4.9 Trustee’s Powers 

In considering the interests of Noteholders while any Global Note is held on behalf of, or Registered 
Notes are registered in the name of any nominee for, a clearing system, the Note Trustee may have 
regard to any information provided to it by such clearing system or its operator as to the identity (either 
individually or by category) of its accountholders with entitlements to such Global Note or Registered 
Notes and may consider such interests as if such accountholders were the holders of the Notes 
represented by such Global Note or Global Certificate. 

4.10 Notices 

So long as any Notes are represented by a Global Note and such Global Note is held on behalf of a 
clearing system, notices to the holders of Notes of that Series may be given by delivery of the relevant 
notice to that clearing system for communication by it to entitled accountholders in substitution for 
publication as required by the Conditions or by delivery of the relevant notice to the holder of the 
Global Note. 
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5 Partly Paid Notes 

The provisions relating to Partly Paid Notes are not set out in this Prospectus, but will be contained in the 
relevant Final Terms and thereby in the Global Notes. While any instalments of the subscription moneys due 
from the holder of Partly Paid Notes are overdue, no interest in a Global Note representing such Notes may be 
exchanged for an interest in a Permanent Global Note or for Definitive Notes (as the case may be). If any 
Noteholder fails to pay any instalment due on any Partly Paid Notes within the time specified, the Issuer may 
forfeit such Notes and shall have no further obligation to their holder in respect of them. 
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BUSINESS DESCRIPTION OF ISSUER 

The Issuer was incorporated in England and Wales on 28 March 2011 (registered number 7581353) and is a 
public limited company under the Companies Act 2006 (as amended). The registered office of the Issuer is at 
Southern House, Yeoman Road, Worthing, West Sussex, BN13 3NX. The telephone number of the Issuer's 
registered office is +44(0) 1903 264444. 

1 Ownership 

The issued share capital of the Issuer comprises 50,000 ordinary shares of £1 each, 49,999 shares of which are 
partly paid to £0.25 each and one of which is fully paid and all of which are legally and beneficially owned by 
Greensands (UK) Limited (see “Business Description of Guarantors” below). 

2 Business Activities 

The Issuer is a special purpose financing entity with no business operations other than raising external 
funding for the Guarantors through the issuance of the Notes and other debt finance. The Issuer has no 
subsidiaries. 

The Issuer has not engaged, since its incorporation, in any material activities nor commenced operations other 
than those incidental to its registration as a public company under the Companies Act 2006 (as amended) and 
to the proposed issues of the Notes and the authorisation of the other Finance Documents referred to in this 
Prospectus to which it is or will be a party and other matters which are incidental or ancillary to the foregoing. 
Save as disclosed in this Prospectus, the Issuer has no loan capital, borrowings or material contingent 
liabilities (including guarantees) as at the date of this Prospectus. The Issuer has no employees. 

The Issuer will covenant to observe certain restrictions on its activities which are detailed in the Conditions 
and the Trust Deed. 

3 Financial Statements 

As at the date of this Prospectus, no statutory accounts have been prepared or delivered to the Registrar of 
Companies on behalf of the Issuer. The accounting reference date of the Issuer is 31 March and the first 
statutory accounts of the Issuer will be drawn up to 31 March 2012. The Issuer will prepare interim accounts. 
The auditors of the Issuer are PricewaterhouseCoopers LLP. 

4 Corporate Governance 

The following table sets out the directors of the Issuer and their respective business addresses and 
occupations. Each director has served in office since the incorporation of the Issuer. 

Name Position Position(s) Outside the Issuer Business Address 

Surinder Toor Director Global Head of Asset 
Management, Infrastructure 
Investment Group at JP 
Morgan Asset Management 

Finsbury Dials 
20 Finsbury Street  
London EC2Y 9AQ 

Mike Nagle Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 
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Paul Moy Director Global Head and Chief 
Investment Officer of UBS 
Global Asset Management 
(UK) Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Jaron Yuen Director Infrastructure Investment 
Executive of UBS Global Asset 
Management (UK) Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Keith Budinger Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

 

 The company secretary of the Issuer is Kevin Hall. 

5 Conflicts 

Save as disclosed below in paragraphs 2 to 7 of “Greensands Holding Limited – Conflicts” in relation to each 
of the directors there are no potential conflicts of interest between any duties to the Issuer of its directors and 
their private interests or other duties.  
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BUSINESS DESCRIPTION OF GUARANTORS 

GREENSANDS HOLDINGS LIMITED 

Greensands Holdings Limited was incorporated in Jersey on 28 September 2007 (registered number 98700) as 
a private limited company under the Companies (Jersey) Law 1991. The registered office of Greensands 
Holdings Limited is at Ogier House, The Esplanade, St Helier, Jersey, JE4 9WG. The telephone number of 
Greensands Holdings Limited 's registered office is +44 (0)1534 504000. 

1  Ownership 

Greensands Holdings Limited is owned by a consortium of investors including: 

• IIF Int’l SW UK Investment Limited (an independent infrastructure investments company advised by 
J.P. Morgan Investment Management Inc.), having a 28.1 per cent. equity stake in the Greensands 
Companies; 

• five funds managed by UBS Global Asset Management (UK) Limited (together having a 39.0 per cent. 
equity stake in the Greensands Companies); and 

• seven Australasian superannuation funds that together form a governance bloc within Southern Water 
with a combined shareholding of 15.7 per cent. (but individual shareholdings of less than 5 per cent.). 

The remainder of the shares in Greensands Holdings Limited is held by investors, none of which has an 
equity stake of greater than 5 per cent.  

2 Business Activities and Subsidiaries 

Greensands Holdings Limited is a holding company with no material, direct business operations which was 
incorporated in connection with the acquisition of the Southern Water Services Financing Group in 2007. The 
operating activities of the Group (excluding the Southern Water Services Financing Group) are not material to 
the operating activities of the Southern Water Services Financing Group. 

Greensands Holdings Limited holds the entire issued share capital of Greensands Europe Limited. 

Greensands Holdings Limited will covenant to observe certain restrictions on its activities which are set out in 
the Trust Deed and the Conditions. 

The auditors of Greensands Holdings Limited are PricewaterhouseCoopers LLP. 

3 Corporate Governance 

The following table sets out the directors of Greensands Holdings Limited and their respective business 
addresses and occupations: 

Name Position Position(s) Outside the 
Guarantors 

Business Address 

Michael Welton Chairman Non-executive Director of Premier 
Oil plc, Morrison Utility Services 
Group Limited and High Speed 
Two (HS2) Limited, member of the 
Advisory Board of Montrose 
Associates 

Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 
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Surinder Toor Director Global Head of Asset Management, 
Infrastructure Investment Group at 
JP Morgan Asset Management 
  

Finsbury Dials 
20 Finsbury Street  
London EC2Y 9AQ 

Mike Nagle Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

Paul Moy Director Global Head and Chief Investment 
Officer of UBS Global Asset 
Management (UK) Limited 
 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Jaron Yuen Director Infrastructure Investment 
Executive of UBS Global Asset 
Management (UK) Limited 
 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Keith Budinger Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

 

The co-company secretaries of Greensands Holdings Limited are Kevin Hall and Ogier Corporate Services 
(Jersey) Limited. 

4 Conflicts 

Save as disclosed below, there are no potential conflicts of interest between any duties to Greensands 
Holdings Limited of its directors and their private interests or other duties. 

Mike Welton is a non-executive director of Morrison Utility Services which provides mechanical and 
engineering services to SWS throughout its region. Morrison Utility Services’ interests may conflict with 
those of SWS. He is also a director of SWS, SWS Group Holdings Ltd, SWS Holdings Limited and Southern 
Water Services (Finance) Limited, which may have interests which overlap with those of Greensands 
Holdings Limited. 

Surinder Toor is an alternate director for SWS and is director of Southern Water Capital Limited, the Issuer 
and each of the other Guarantors, which may have overlapping interests with those of Greensands Holdings 
Limited. 

IIF Int’l SW UK Investment Ltd, as investor in Greensands Holdings Limited has nominated Surinder Toor 
and Mike Nagle as its representative directors. 

Paul Moy is also a director of SWS, Southern Water Capital Limited, the Issuer and each of the other 
Guarantors, which may have overlapping interests with those of Greensands Holdings Limited. 

Jaron Yuen is an alternate director for SWS and is a director of the Issuer and each of the other Guarantors, 
which may have overlapping interests with those of Greensands Holdings Limited. 
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The Northern Trust Company and Phildrew Nominees Ltd as investors in Greensands Holdings Limited have 
nominated Paul Moy and Jaron Yuen as its representative directors. 

Keith Budinger is also a director of the Issuer and each of the other Guarantors which may have overlapping 
interests with those of Greensands Holdings Limited. Keith Budinger is the representative director for the 
seven Australasian Superannuation Funds who are investors in Greensands Holdings Limited, referred to 
above. 
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GREENSANDS (UK) LIMITED 

Greensands (UK) Limited was incorporated in England and Wales on 10 September 2007 (registered number 
6366235) as a private limited company under the Companies Act 1985 (as amended). The registered office of 
Greensands (UK) Limited is at Southern House, Yeoman Road, Worthing, West Sussex, BN13 3NX. The 
telephone number of Greensands (UK) Limited's registered office is +44(0) 1903 264444. 

1 Ownership 

The issued share capital of Greensands (UK) Limited comprises 1,000,000 ordinary shares of £1 each, all of 
which are beneficially owned by Greensands Europe Limited. 

2 Business Activities and Subsidiaries 

Greensands (UK) Limited is a holding company with no material, direct business operations which was 
incorporated in connection with the acquisition of the Southern Water Services Financing Group in 2007.  

Greensands (UK) Limited is the holder of the entire issued share capital of each of (i) the Issuer, and 
(ii) Greensands Junior Finance Limited. 

Greensands (UK) Limited will covenant to observe certain restrictions on its activities which are set out in the 
Trust Deed and the Conditions. 

The auditors of Greensands (UK) Limited are PricewaterhouseCoopers LLP. 

3 Corporate Governance 

The following table sets out the directors of Greensands (UK) Limited and their respective business addresses 
and occupations: 

Name Position Position(s) Outside the 
Guarantors 

Business Address 

Surinder Toor Director Global Head of Asset 
Management, Infrastructure 
Investment Group at JP Morgan 
Asset Management 

Finsbury Dials 
20 Finsbury Street  
London EC2Y 9AQ 

Mike Nagle Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

Paul Moy Director Global Head and Chief 
Investment Officer of UBS 
Global Asset Management (UK) 
Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Jaron Yuen Director Infrastructure Investment 
Executive of UBS Global Asset 
Management (UK) Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Keith Budinger Director  Southern House 
Yeoman Road 
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Worthing 
West Sussex BN13 3NX 

 

The company secretary of Greensands (UK) Limited is Kevin Hall. 

4 Conflicts 

Save as disclosed above in paragraphs 2 to 7 of “Greensands Holding Limited – Conflicts” in relation to each 
of the directors, there are no potential conflicts of interest between any duties to Greensands (UK) Limited of 
its directors and their private interests or other duties. 
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GREENSANDS JUNIOR FINANCE LIMITED 

Greensands Junior Finance Limited was incorporated in England and Wales on 7 August 2007 (registered 
number 6335757) as a private limited company under the Companies Act 1985 (as amended). The registered 
office of Greensands Junior Finance Limited is at Southern House, Yeoman Road, Worthing, West Sussex, 
BN13 3NX. The telephone number of Greensands Junior Finance Limited's registered office is +44(0) 1903 
264444. 

1 Ownership 

The issued share capital of Greensands Junior Finance Limited comprises 1,000,000 ordinary shares of £1  
each, all of which are beneficially owned by Greensands (UK) Limited. 

2 Business Activities and Subsidiaries 

Greensands Junior Finance Limited is a holding company with no material, direct business operations which 
was incorporated in connection with the acquisition of the Southern Water Services Financing Group in 2007.  

Greensands Junior Finance Limited holds the entire issued share capital of Greensands Senior Finance 
Limited. 

Greensands Junior Finance Limited will covenant to observe certain restrictions on its activities which are set 
out in the Trust Deed and the Conditions. 

The auditors of Greensands Junior Finance Limited are PricewaterhouseCoopers LLP. 

3 Corporate Governance 

The following table sets out the directors of Greensands Junior Finance Limited and their respective business 
addresses and occupations: 

Name Position Position(s) Outside the 
Guarantors 

Business Address 

Surinder Toor Director Global Head of Asset Management, 
Infrastructure Investment Group at 
JP Morgan Asset Management 

Finsbury Dials 
20 Finsbury Street  
London EC2Y 9AQ 

Mike Nagle Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

Paul Moy Director Global Head and Chief Investment 
Officer of UBS Global Asset 
Management (UK) Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Jaron Yuen Director Infrastructure Investment 
Executive of UBS Global Asset 
Management (UK) Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Keith Budinger Director  Southern House 
Yeoman Road 



 

 
71 

Worthing 
West Sussex BN13 3NX 

 

The company secretary of Greensands Junior Finance Limited is Kevin Hall. 

4 Conflicts 

Save as disclosed above in paragraphs 2 to 7 of “Greensands Holding Limited – Conflicts” in relation to each 
of the directors, there are no potential conflicts of interest between any duties to Greensands Junior Finance 
Limited of its directors and their private interests or other duties. 
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GREENSANDS SENIOR FINANCE LIMITED 

Greensands Senior Finance Limited was incorporated in England and Wales on 7 August 2007 (registered 
number 6335773) as a private limited company under the Companies Act 1985 (as amended). The registered 
office of Greensands Senior Finance Limited is at Southern House, Yeoman Road, Worthing, West Sussex, 
BN13 3NX. The telephone number of Greensands Senior Finance Limited's registered office is +44(0) 1903 
264444. 

1 Ownership 

The issued share capital of Greensands Senior Finance Limited comprises 1,000,000 ordinary shares of £1 
each, all of which are beneficially owned by Greensands Junior Finance Limited. 

2 Business Activities and Subsidiaries 

Greensands Senior Finance Limited is a holding company with no material, direct business operations which 
was incorporated in connection with the acquisition of the Southern Water Services Financing Group in 2007. 
Greensands Senior Finance Limited holds the entire issued share capital of Greensands Investment Limited.  

Greensands Senior Finance Limited is the holder of the entire issued share capital of Greensands Investments 
Limited. 

Greensands Senior Finance Limited will covenant to observe certain restrictions on its activities which are set 
out in the Trust Deed and the Conditions. 

The auditors of Greensands Senior Finance Limited are PricewaterhouseCoopers LLP. 

3 Corporate Governance 

The following table sets out the directors of Greensands Senior Finance Limited and their respective business 
addresses and occupations: 

Name Position Position(s) Outside the 
Guarantors 

Business Address 

Surinder Toor Director Global Head of Asset 
Management, Infrastructure 
Investment Group at JP 
Morgan Asset Management 

Finsbury Dials 
20 Finsbury Street  
London EC2Y 9AQ 

Mike Nagle Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

Paul Moy Director Global Head and Chief 
Investment Officer of UBS 
Global Asset Management 
(UK) Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 

Jaron Yuen Director Infrastructure Investment 
Executive of UBS Global 
Asset Management (UK) 
Limited 

4th Floor 
21 Lombard Street 
London EC3V 9AH 
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Keith Budinger Director  Southern House 
Yeoman Road 
Worthing 
West Sussex BN13 3NX 

 

The company secretary of Greensands Senior Finance Limited is Kevin Hall. 

4 Conflicts 

Save as disclosed above in paragraphs 2 to 7 of “Greensands Holding Limited – Conflicts” in relation to each 
of the directors, there are no potential conflicts of interest between any duties to Greensands Senior Finance 
Limited of its directors and their private interests or other duties.  
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OVERVIEW OF THE KEY DOCUMENTS 

The following is a summary of the key documents. The information set out below does not purport to be 
complete and should be read in conjunction with, and is qualified in its entirety by, the terms of the key 
documents. 

Trust Deed 

General 
The Trust Deed between the Issuer, the Guarantors and the Note Trustee contains, amongst other things, the 
following provisions: 

(a) the Issuer’s covenant to the Note Trustee (who holds the benefit of the covenant on trust for the 
Noteholders) to pay the principal and interest on the Notes in accordance with the Conditions; 

(b) the Issuer’s liberty from time to time (but subject always to the provisions of the Trust Deed) without 
the consent of the Noteholders or the Couponholders to create and issue further securities either having 
the same terms and conditions as the Notes in all respects (or in all respects except for the first 
payment of interest in respect of such Notes) and so that such further issues shall be consolidated and 
form a single series with the outstanding securities of any series (including the Notes) or upon such 
terms as the Issuer may determine at the time of their issue; 

(c) requirements in relation to Global Notes and Definitive Notes; 

(d) the Guarantee given by the Guarantors as further described below; 

(e) the covenants and undertakings of the Issuer and the Guarantors as further described below; 

(f) the Note Trustee’s power to approve, authorise or waive any breach or proposed breach of any of the 
covenants or provisions of the Trust Deed or the Conditions or determine that any Event of Default or 
Potential Event of Default shall not be treated as such for the purposes of the Trust Deed provided that 
the Note Trustee shall not exercise any powers conferred upon it by such provision in contravention of 
any express direction by an Extraordinary Resolution (as defined in the Trust Deed) or of a request 
pursuant to Condition 10 (Events of Default); 

(g) provisions relating to meetings of Noteholders; and 

(h) the appointment, retirement, removal, remuneration, indemnification and liability of the Note Trustee. 

Guarantee 
Each Guarantor unconditionally and irrevocably guarantees that if the Issuer does not pay any sum payable by 
it under the Trust Deed, the Notes, the Receipts or the Coupons at the time and on the date specified for such 
payment (whether on the normal due date, on acceleration or otherwise) it will pay or procure the payment of 
that sum to or to the order of the Note Trustee forwith on demand, according to the terms of the Trust Deed 
and the Notes and the Coupons. In case of the failure of the Issuer to pay any such sum as and when the same 
becomes due and payable, each Guarantor agrees to cause such payment to be made as and when the same 
becomes due and payable, as if such payment were made by the Issuer. 

Each Guarantor unconditionally and irrevocably agrees, as an independent primary obligation, that it will pay 
to the Note Trustee sums sufficient to indemnify the Note Trustee and each Noteholder and Couponholder 
against any loss suffered by it as a result of any sum expressed to be payable by the Issuer under the Trust 
Deed, the Notes or the Receipts or Coupons not being paid on the date and otherwise in the manner specified 
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in the Trust Deed or any payment obligation of the Issuer under the Trust Deed, the Notes or the Receipts or 
Coupons being or becoming void, voidable or unenforceable for any reason (whether or not now existing and 
whether or not now known or becoming known to the Note Trustee, any Noteholder or any Couponholder), 
the amount of that loss being the amount expressed to be payable by the Issuer in respect of the relevant sum. 

The Guarantors’ guarantee and indemnity is a continuing guarantee and indemnity and shall remain in full 
force and effect until all amounts due in respect of the Notes, the Receipts or Coupons or under the Trust 
Deed have been paid in full. The Guarantors shall not be discharged by anything other than a complete 
performance of the obligations under the Trust Deed and the Notes and the Guarantors shall be subrogated to 
all rights of the Note Trustee and the Noteholders against the Issuer in respect of any amounts paid by the 
Guarantors pursuant to the Trust Deed. 

The Guarantors have, pursuant to the Security Agreement, secured their obligations under the Guarantee. 
Enforcement of the security created pursuant to the Security Agreement is subject to the Intercreditor 
Agreement. The payment obligations of the Guarantors in respect of the Guarantee constitute direct, secured, 
irrevocable and unconditional obligations of the Guarantors.  

Covenants of the Issuer and the Guarantors 
So long as any Note or any Coupon is outstanding, each of the Issuer and the Guarantors will: 

(a) not enter into a single transaction or a series of transactions (whether related or not) and whether 
voluntary or involuntary to acquire any assets, if such acquisition would negatively impact the ratings 
of the Notes and/or result in the Regulated Asset Ratio on the last day of the most recent Test Period 
exceeding 0.9:1; 

(b) not enter into a single transaction or a series of transactions (whether related or not) and whether 
voluntary or involuntary to dispose of any of its (direct or indirect) interests in the Licensed 
Undertaker where such disposal results in Greensands Holdings Limited ceasing to hold beneficially 
all of the issued share capital of the Licensed Undertaker; 

(c) not enter into any amalgamation, demerger, merger, consolidation or corporate reconstruction other 
than a Permitted Transaction; 

(d) not be a creditor in respect of any Financial Indebtedness, other than in respect of any Permitted Loan, 
Permitted Transaction or Permitted Guarantee;  

(e) not incur or allow to remain outstanding any guarantee in respect of any obligation of any person, 
other than any Permitted Transaction or Permitted Guarantee; and the Obligors shall ensure that no 
Non-Regulated Subsidiary will incur or allow to remain outstanding any guarantee in respect of any 
obligation of any Non-Group Person, other than any Permitted Transaction or Permitted Guarantee, 
where “Non-Group Person” means any person other than any member of the Group; 

(f) give or procure to be given to the Note Trustee such opinions, certificates, information and evidence as 
it shall require and in such form as it shall reasonably require, for the purpose of the discharge or 
exercise of the duties, trusts, powers, authorities and discretions vested in it under the Trust Deed, any 
other Transaction Document or by operation of law; 

(g) cause to be prepared and certified by the Auditors, in respect of each of its financial years, accounts in 
such form as will comply with all relevant legal and accounting requirements and all requirements for 
the time being of the London Stock Exchange or such other stock exchange as the Notes may be listed 
on from time to time; 
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(h) at all times keep and procure its Subsidiaries to keep proper books of account, and allow and procure 
its Subsidiaries to allow, after an Event of Default or Potential Event of Default, or if the Note Trustee 
has reasonable grounds for so requiring, the Note Trustee and any person appointed by the Note 
Trustee to whom the Issuer, the Guarantors or the relevant Subsidiary (as the case may be) shall have 
no reasonable objection, free access to such books of account at all reasonable times during normal 
business hours and make available its annual audited accounts to the Paying Agents at their specified 
offices for inspection by Noteholders and Couponholders; 

(i) at all times maintain Paying Agents in accordance with the Conditions; 

(j) use all reasonable endeavours to maintain the listing of the Notes on the official list of the Financial 
Services Authority in its capacity as competent authority under the FSMA and admission to trading on 
the PSM, or, if it is unable to do so having used its reasonable endeavours or if the Note Trustee agrees 
with the Issuer that the maintenance of such listing is unduly onerous and the Note Trustee is satisfied 
that to do so would not be materially prejudicial to the interests of the Noteholders, use its reasonable 
endeavours to obtain and maintain a quotation or listing of the Notes on an EEA Regulated Market or 
on such other stock exchange or exchanges or securities market or markets as the Issuer may (with the 
prior written approval of the Note Trustee) decide and shall also upon obtaining a quotation or listing 
of the Notes on such other stock exchange or exchanges or securities market or markets enter into a 
trust deed supplemental to the Trust Deed to effect such consequential amendments to the Trust Deed 
as the Note Trustee may require or as shall be requisite to comply with the requirements of any such 
stock exchange(s) or securities market(s); 

(k) supply to the Note Trustee (x) their respective audited financial statements together with the audited 
financial statements of SWS for each financial year within 120 days of the end of the relevant financial 
period; and (y) their respective interim financial statements together with the unaudited interim 
financial statements of SWS for each financial year within 90 days of the end of the relevant financial 
period; 

(l) in respect of the Issuer only, supply to the Note Trustee a Compliance Certificate (in the form set out in 
Schedule 4 (Form of Compliance Certificate) to the Trust Deed) with each set of audited financial 
statements supplied to the Note Trustee under paragraph (k)(x) above commencing in respect of the 
year ending 31 March 2012, provided that the Compliance Certificate must be signed by two 
authorised signatories of the Issuer; 

(m) supply to the Note Trustee (i) within seven days after demand by the Note Trustee therefor a certificate 
signed by two authorised signatories of the Issuer and each of the Guarantors, respectively and (ii) 
(without the necessity for demand) promptly after the publication of its audited financial statements in 
respect of each year, commencing with the year ending 31 March 2012 and in any event not later than 
120 days after the end of such year, a certificate from each of the Guarantors signed by two authorised 
signatories, to the effect that there does not exist and had not existed since the certification date of the 
previous certificate (or in the case of the first such certificate, the date hereof) any Event of Default or 
any Potential Event of Default (or if such exists or existed specifying the same); 

(n) send to the Note Trustee, not less than three days prior to the date on which any such notice is to be 
given, the form of every notice to be given to the Noteholders in accordance with Condition 16 
(Notices) and obtain the prior written approval of the Note Trustee to, and promptly give to the Note 
Trustee two copies of, the final form of every notice to be given to the Noteholders in accordance with 
Condition 16 (Notices) (such approval, unless so expressed, not to constitute approval for the purposes 
of Section 21 of the FSMA of a communication within the meaning of Section 21 of the FSMA); 
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(o) comply with and perform all its obligations under the Note Documents and the Intercreditor 
Agreement and use all reasonable endeavours to procure that the Paying Agents comply with and 
perform all their respective obligations under the Agency Agreement and any notice given by the Note 
Trustee pursuant to the Trust Deed; 

(p) at all times execute and do all such further documents, acts and things as may be necessary at any time 
or times in the opinion of the Note Trustee to give effect to the Note Documents and the Intercreditor 
Agreement; 

(q) prior to making any modification or amendment or supplement to the Trust Deed, if reasonably 
requested, procure the delivery of legal opinion(s) as to English and any other relevant law, addressed 
to the Note Trustee, dated the date of such modification or amendment or supplement, as the case may 
be, and in a form acceptable to the Note Trustee from legal advisers acceptable to the Note Trustee; 

(r) unless the Note Trustee has already been so notified, notify the Note Trustee of the occurrence of any 
Event of Default or Potential Event of Default relating to it (and the steps, if any, being taken to 
remedy it) promptly upon becoming aware of its occurrence; 

(s) give at least 14 days’ prior notice to the Noteholders of any future appointment, resignation or removal 
of a Paying Agent or of any change by a Paying Agent of its specified office and not make any such 
appointment or removal without the Note Trustee’s written approval; 

(t) not amend, vary, novate, supplement, supersede, waive, terminate or permit to become invalid or 
ineffective any term of a Note Document without the prior written consent of the Note Trustee; 

(u) notify the Rating Agencies then rating the Notes of any such amendment, variation, novation, 
supplementation, succession, waiver or termination of a Note Document (unless deemed not to be 
reasonably likely to be materially prejudicial to the interests of Noteholders) made in accordance with 
sub-paragraph (t) above; 

(v) furnish, or procure that there is furnished, from time to time, any and all documents, instruments, 
information and undertakings that may be necessary in order to maintain the current ratings of the 
Notes by the Rating Agencies (save that when any such document, instrument, information and/or 
undertaking is not within the possession or control of the Issuer or any Guarantor, each Guarantor and 
the Issuer agrees to use all reasonable efforts to furnish, or procure that there is furnished, from time to 
time any such documents, instruments, information and undertakings as may be necessary in order to 
maintain the current ratings of the Notes by the Rating Agencies); 

(w) pay moneys payable by it to the Note Trustee without set-off, counterclaim, deduction or withholding, 
unless otherwise compelled by law and in the event of any deduction or withholding compelled by law 
will pay such additional amount as will result in the payment to the Note Trustee of the full amount 
which would otherwise have been payable by it to the Note Trustee under the Trust Deed; 

(x) ensure that at all times any secured and unsubordinated claims of a Noteholder against it under the 
Note Documents rank at least pari passu to the claims of all its unsecured and unsubordinated 
creditors, except those creditors whose claims are mandatorily preferred by laws of general application 
to companies; and 

(y) at any time at which (w) the Regulated Asset Ratio for the Test Period ending on the Test Date 
immediately preceding the proposed date of payment (after taking into account the amount of the 
proposed payment) is more than 0.93:1, (x) the “Senior RAR” (as such term is defined in the Common 
Terms Agreement), as certified by SWS and Southern Water Services (Finance) Limited in the 
compliance certificate most recently delivered pursuant to the Common Terms Agreement, is greater 
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than 0.84:1 (as calculated under and in accordance with the Common Terms Agreement), (y) the 
aggregate of (i) cash in the Interest Costs Reserve Account and (ii) any undrawn amounts under an 
Interest Costs Cover Facility is less than the Interest Costs Required Amount or (z) any Event of 
Default is continuing or would occur immediately after the making of the payment, not (and shall 
procure that no member of the Group shall make any of the payments referred to below to any direct or 
indirect shareholder of Greensands (UK) Limited): 

(i) declare, make or pay any dividend, charge, fee, any amount by way of intercompany loan or 
Subordinated Debt, or other distribution (or interest on any unpaid dividend, charge, fee or 
other distribution) (whether in cash or in kind) on or in respect of its share capital (or any class 
of its share capital); or 

(ii) repay or distribute any dividend or share premium reserve, 

other than any Permitted Distribution. 

Covenants of the Issuer  
The Issuer covenants with the Note Trustee that, so long as any of the Notes or Coupons remain outstanding, 
it will: 

(a) not incorporate or acquire any Subsidiaries; 

(b) not carry on any business or enter into any documents other than those contemplated by or permitted in 
the Note Documents; 

(c) not transfer, sell, lend, part with or otherwise dispose of, or deal with, or grant any option or present or 
future right to acquire any of its assets or undertakings or any interest, estate, right, title or benefit 
therein; 

(d) hold itself out as a separate entity, conduct its business in its own name and maintain an arm's length 
relationship with its Affiliates; and 

(e) observe all formalities required by its articles of association. 

Covenant of Greensands (UK) Limited 
Greensands (UK) Limited covenants with the Note Trustee, so long as any of the Notes or Coupons remain 
outstanding, that it holds all of the issued share capital of the Issuer. 

Covenant of Greensands Holdings Limited 
Greensands Holdings Limited covenants with the Note Trustee, so long as any of the Notes or Coupons 
remain outstanding, that it holds directly or indirectly all of the issued share capital of the Guarantors. 

Financial Covenants 
(a) Financial Ratios  

Each of the Issuer and the Guarantors shall ensure that as at each Test Date: 

(i) Regulated Asset Ratio: the Regulated Asset Ratio in respect of the Test Period ending on such 
Test Date shall not exceed 0.95:1 provided that the Regulated Asset Ratio shall be deemed not to 
have been breached if Consolidated Total Net Debt is reduced within 15 Business Days of the 
publication by the Office for National Statistics of RPI for the month in which the relevant Test 
Date falls through a Cure Investment such that, had such Cure Investment been made prior to the 
relevant Test Date, the Regulated Asset Ratio would not have been breached on such Test Date. A 
Cure Investment may not be made more than once in respect of any three consecutive Test Dates. 
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(ii) Interest Cover Ratio: the Interest Cover Ratio in respect of the Test Period ending on such Test 
Date shall not be less than 2:1. 

(b) Financial Testing 

The financial ratios referred to at paragraph (a) (Financial Ratios) above shall be calculated in 
accordance with the Accounting Principles and tested by reference to the most recent financial 
statements delivered pursuant to paragraph (k) of the section entitled “Covenants of the Issuer and the 
Guarantors” above, provided that no item shall be taken into account more than once for the purposes 
of making such calculations. 

Governing Law 
The Trust Deed (and any non-contractual obligations arising out of or in connection with it) shall be governed 
by English Law. 

Senior Finance/Issuer Loan Agreement 

All Financial Indebtedness raised by the Issuer from time to time (whether through the issue of Notes or 
raising of debt under the Facilities Agreement or other Loan Facilities) will be backed by an aggregate 
nominal amount of debt owed by Greensands Senior Finance Limited to the Issuer under the Senior 
Finance/Issuer Loan Agreement. Each advance under the Senior Finance/Issuer Loan Agreement will relate to 
the principal amount of the relevant Notes issued by the Issuer on an Issue Date or the principal amount of 
debt raised under the Facilities Agreement or any other Loan Facility. The Issuer’s obligations to repay 
principal and pay interest on the Notes are intended to be met primarily from the repayments of principal and 
payments of interest received from Greensands Senior Finance Limited under the Senior Finance/Issuer Loan 
Agreement and, to the extent that the Issuer has hedged its exposure to such payments under a Hedging 
Agreement, from payments received by the Issuer under such Hedging Agreement. The business of 
Greensands Senior Finance Limited demonstrates the capacity to produce funds to service any payments due 
and payable under the Senior Finance/Issuer Loan Agreement. Greensands Senior Finance Limited will use 
the net proceeds received in respect of the initial advance under the Senior Finance/Issuer Loan Agreement to 
refinance its existing indebtedness, to prepay an outstanding intra-group balance owed to Greensands Junior 
Finance Limited, and thereafter apply amounts to finance its working capital requirements. 

All advances to be made by the Issuer under the Senior Finance/Issuer Loan Agreement will be in a currency 
and in amounts and at rates of interest set out in the relevant Final Terms, the Facilities Agreement or any 
other Loan Facility (as applicable) or, if hedged by the Issuer, at the hedged rate and will have interest 
payment dates on the same dates as the related Notes or advance under the Facilities Agreement or any other 
Loan Facility. Interest on each advance made under the Senior Finance/Issuer Loan Agreement will accrue 
from the date of such advance. In addition, each advance will be repayable on the same date as the related 
Notes or advance under the Facilities Agreement or other Loan Facility (as applicable). 

Each Intragroup Loan is repayable on demand by the Issuer or may be prepaid by Greensands Senior Finance 
Limited, in each case, together with (i) interest accrued thereon and any other amounts due or owing to the 
Issuer at such time and (ii) if the Issuer has elected to redeem the Notes in accordance with Condition 6(d) 
(Redemption at the Option of the Issuer), an amount equal to the excess of the Redemption Price (as defined 
in Condition 6(d) (Redemption at the Option of the Issuer)) over the principal amount of the relevant 
Intragroup Loan (if any). 

Governing Law 
The Senior Finance/Issuer Loan Agreement (and any non-contractual obligations arising out of or in 
connection with it) shall be governed by English Law. 
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Agency Agreement 

The Agency Agreement, which will be entered into between the Issuer, the Guarantors, the Issuing and Paying 
Agent and the Note Trustee, includes, amongst other things the following provisions: 

(a) the duties of the Issuing and Paying Agent and the Paying Agents and the terms on which they are 
appointed, or on which such appointment may be resigned or terminated or any additional or successor 
Paying Agents may be appointed; 

(b) indemnity by the Issuer (failing whom, the Guarantors) of each Paying Agent against any claim, 
demand, action, liability, damages, cost, loss or expense incurred otherwise than by reason of its own 
gross negligence, or wilful misconduct, default or bad faith, as a result or arising out of or in relation to 
its acting as the agent of the Issuer and the Guarantors in relation to the Notes; 

(c) payment by the Issuer (failing whom, the Guarantors) of principal and/or interest in respect of the 
Notes, as the same becomes due and payable, to the Issuing and Paying Agent, before such payment 
becomes due and the manner and time of such payments; 

(d) payment by each Paying Agent of principal and interest to Noteholders in respect of the Notes in 
accordance with the Conditions; 

(e) provisions relating to the notification of the Note Trustee in the event that the Issuing and Paying 
Agent (i) does not receive on the due date for payment in respect of the Notes, the full amount payable, 
or (ii) receives such amount after the relevant due date for payment in respect of the Notes; 

(f) provisions relating to the authentication of Global Notes, Global Certificates and Definitive Notes, the 
exchange of the Temporary Global Note for a Permanent Global Note, the exchange of the Global 
Note for Definitive Notes and the issue of replacement Notes and Coupons; 

(g) the keeping of records of the payment, redemption, replacement, cancellation and destruction of Notes; 
and 

(h) the fees and expenses of the Issuing and Paying Agent and the Paying Agents. 

Governing Law 
The Agency Agreement (and any non-contractual obligations arising out of or in connection with it) shall be 
governed by English Law. 

Intercreditor Agreement 

The Intercreditor Agreement will be entered into between, amongst others, the Issuer, the Guarantors, the 
Lenders, the Security Trustee, the Note Trustee (on behalf of the Noteholders), the Security Trustee, the 
Issuing and Paying Agent, the Hedge Counterparties and the Subordinated Lenders on or prior to the Effective 
Date. For a summary and description of certain terms of the Intercreditor Agreement, see “Intercreditor, 
Enforcement and the Facilities Agreement”. 

Governing Law 
The Intercreditor Agreement (and any non-contractual obligations arising out of or in connection with it) shall 
be governed by English Law. 

Security Agreement 

The Issuer and the Guarantors will enter into the Security Agreement pursuant to which:  
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(a) Greensands Holdings Limited will grant, as security for the Guarantee, (i) fixed security over all its 
shares in Greensands Europe Limited and all its real property, book debts and bank accounts, present 
and future, (ii) an assignment of its rights in respect of the Finance Documents and the Note 
Documents and (iii) a floating charge over all of its property, undertaking and assets; 

(b) Greensands (UK) Limited will grant, as security for the Guarantee, (i) fixed security over all its shares 
in Greensands Junior Finance Limited and the Issuer and all its real property, book debts and bank 
accounts, present and future, (ii) an assignment of its rights in respect of the Finance Documents and 
the Note Documents and (iii) a floating charge over all of its property, undertaking and assets;  

(c) Greensands Junior Finance Limited will grant, as security for the Guarantee, (i) fixed security over all 
its shares in Greensands Senior Finance Limited and all its real property, book debts and bank 
accounts, present and future, (ii) an assignment of its rights in respect of the Finance Documents and 
the Note Documents and (iii) a floating charge over all of its property, undertaking and assets;  

(d) Greensands Senior Finance Limited will grant, as security for the Guarantee, (i) fixed security over all 
its shares in Greensands Investments Limited and all its real property, book debts and bank accounts, 
present and future, (ii) an assignment of its rights in respect of the Finance Documents and the Note 
Documents and (iii) a floating charge over all of its property, undertaking and assets; and 

(e) the Issuer will grant, as security for the Notes, (i) a fixed charge over all its book debts, bank accounts 
and investments, present and future, (ii) an assignment of its rights in respect of the Finance 
Documents and the Note Documents, and (iii) a floating charge over all of its property, undertaking 
and assets.  

In addition, each of the Issuer and the Guarantors will give certain undertakings in relation to dealings with 
the charged property. Pursuant to the terms of the Security Agreement, the proceeds of enforcement are 
required to be applied by the Security Trustee in accordance with the terms of the Intercreditor Agreement. 

Governing Law 
The Security Agreement (and any non-contractual obligations arising out of or in connection with it) shall be 
governed by English Law. 

Hedging Agreements  
The Issuer and the Guarantors may enter into Hedging Agreements from time to time in accordance with the 
provisions of the Facilities Agreement which includes, inter alia, a restriction on entering into Hedging 
Agreements for speculative purposes and a requirement that (i) at least 75 per cent. of the aggregate amount 
of term loans under the Facilities Agreement is hedged with Hedge Counterparties, (ii) no more than 105 per 
cent. of the aggregate amount of term loans under the Facilities Agreement is hedged with Hedge 
Counterparties for a continuous period exceeding three months. There is no requirement for the Issuer and the 
Guarantors to hedge any obligations under the Notes. 



 

 

INTERCREDITOR, ENFORCEMENT AND THE FACILITIES AGREEMENT 

The following is a summary of certain terms of the Intercreditor Agreement and the Facilities Agreement. The 
information set out below does not purport to be complete and should be read in conjunction with, and is 
qualified in its entirety by, the terms of the Note Documents and the Intercreditor Agreement. 

Intercreditor Agreement 

The Intercreditor Agreement will be entered into between Secured Creditors (including the Note Trustee on 
behalf of the Noteholders), the Issuer and the Guarantors on or prior to the Effective Date. 

Shared Security 
The Secured Creditors (which shall include any Additional Finance Parties) share in the Transaction Security 
created by the Security Agreement or any other Transaction Security Document. The Intercreditor Agreement 
regulates, amongst other things: 

(a) the claims of the Secured Creditors; 

(b) the exercise, acceleration and enforcement of rights by the Secured Creditors; 

(c) consents, amendments, and overrides in respect of the Intercreditor Agreement and any Transaction 
Security Document; and 

(d) voting by the Secured Creditors. 

The Intercreditor Agreement will not regulate amendments, waivers or releases in respect of the Note 
Documents, the Facilities Agreement or any other underlying credit documents that may be entered into from 
time to time between a Secured Creditor and the Issuer and/or the Guarantors (the Note Documents, the 
Facilities Agreement and any other underlying credit documents from time to time being the “Underlying 
Credit Documents”). 

Other credit providers, including any Hedge Counterparties, may become Secured Creditors from time to time 
by acceding to the Intercreditor Agreement as Secured Creditors.  

Secured Creditors and Secured Creditor Representatives 
All Secured Creditors must be party to the Intercreditor Agreement (either directly, or through, in the case of 
the Noteholders, Couponholders and Receiptholders, the Note Trustee). The Intercreditor Agreement will 
allow for the following creditors to accede to the Intercreditor Agreement as Secured Creditors by way of an 
accession deed: 

(a) transferees or assignees of the Subordinated Lenders or Secured Creditors;  

(b) any person which becomes a Secured Creditor Representative in accordance with the terms of the 
relevant Transaction Documents; 

(c) lenders under any new bank facilities (including transferees); and 

(d) Hedge Counterparties. 

For the purposes of the Intercreditor Agreement, the Secured Creditors will be represented as follows by:  

(a) in respect of the Initial Notes and any Additional Notes, the Note Trustee; 

(b) in respect of the Facilities Agreement, the Facility Agent; 

(c) in respect of a Loan Facility, the agent in respect of that Loan Facility; and  
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(d) in respect of a Hedging Agreement, the relevant Hedge Counterparty (representing itself), 

(each, a “Secured Creditor Representative”). 

Claims of the Secured Creditors 
The Intercreditor Agreement will regulate the claims of the Secured Creditors. Amounts received or recovered 
from time to time by the Security Trustee pursuant to the terms of any Transaction Document or in connection 
with the realisation or enforcement of all or any part of the Transaction Security are applied in the following 
order: 

(a) first, on a pro rata basis: 

(i)  in payment of all fees, costs, charges, expenses and liabilities (including any taxes required to 
be paid) incurred by or on behalf of the Security Trustee, any receiver or any delegate appointed 
by the Security Trustee in connection with carrying out its functions under the Intercreditor 
Agreement and the other Transaction Documents (including in connection with any realisation 
or enforcement of the Transaction Security) and any other amount payable to the Security 
Trustee under Clause 15 (Fees and Expenses) and Clause 16 (Indemnities) of the Intercreditor 
Agreement; and 

(ii) in payment or satisfaction of the fees, costs, charges, expenses and liabilities (including any 
taxes required to be paid properly) incurred by the Note Trustee and any other delegate 
appointed by it or them in carrying out its or their functions under the Intercreditor Agreement 
and/or the applicable Note Documents and any other amount payable to the Note Trustee under 
Clause 9 (Remuneration and Indemnification of the Note Trustee) of the Trust Deed;  

(b) second, in payment or satisfaction of the fees, costs, charges, expenses and liabilities properly incurred 
by the Issuing and Paying Agent, the Transfer Agent, the Registrar, the Paying Agent, the Calculation 
Agent, the Facility Agent and any other agent in carrying out its functions under the Intercreditor 
Agreement and/or the Finance Documents applicable to it; 

(c) third, on a pro rata basis in payment to: 

(i)  the Note Trustee (on behalf of any Noteholders); 

(ii)   the Facility Agent (on behalf of the Finance Parties in respect of the Facilities Agreement); 

(iii) any agent (on behalf of any Additional Finance Parties); and 

(iv) each Hedge Counterparty, 

for application (in accordance with the terms of the relevant Underlying Credit Documents) towards 
the discharge of the Secured Liabilities; 

(d) fourth, if the Security Trustee shall have received written notice from the Issuer and the Guarantors 
that none of the Issuer and the Guarantors is under any further actual or contingent liability under any 
Transaction Document, in payment to any person to whom the Security Trustee is obliged to pay in 
priority to any of the Issuer and the Guarantors, as notified in writing by any of the Issuer and the 
Guarantors to the Security Trustee; and 

(e) fifth, the balance, if any, in payment to the Issuer and the Guarantors (as shall be confirmed in writing 
to the Security Trustee by any of the Issuer and the Guarantors) for application by the Issuer or, as the 
case may be, any of the Guarantors in its discretion, including if applicable and so decided, towards 
discharge of the Subordinated Liabilities. 

“Secured Liabilities” means all the liabilities and all other present and future obligations at any time due, 
owing or incurred by any of the Issuer or the Guarantors to any Secured Creditor under the Transaction 
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Documents, both actual and contingent and whether incurred solely or jointly and as principal or surety or in 
any other capacity. 

Enforcement Action  
No Secured Creditor Representative or the Security Trustee (either in relation to the Transaction Security or 
under the Intercreditor Agreement) may take Enforcement Action in relation to either the Issuer or the 
Guarantors other than: 

(a) Permitted Enforcement Action; or 

(b) following a Special Decision of the Majority Secured Creditors approving such action. 

Following any Permitted Enforcement Action being taken, the Security Trustee shall promptly upon receiving 
instructions from the Secured Creditor Representative who has taken such Permitted Enforcement Action (in 
accordance with the terms of the relevant Underlying Credit Document), where such Secured Creditor 
Representative does not represent the Majority Secured Creditors, seek instructions from the other Secured 
Creditors in relation to taking Enforcement Action (other than Permitted Enforcement Action). 

“Permitted Enforcement Action” means: 
(a) the cancellation of any commitments by a Secured Creditor following the occurrence of an event of 

default (howsoever, described) and/or the acceleration of any Liabilities or any declaration that any 
Liabilities are prematurely due and payable (other than as a result of it becoming unlawful for a 
Secured Creditor to perform its obligations under, or of any mandatory prepayment arising under, the 
Transaction Documents) or payable on demand or the premature termination or close out of any 
Hedging Liabilities (other than such a close out on a voluntary basis which would not result in a breach 
of the relevant Hedging Agreement), in each case, in accordance with the terms of the Underlying 
Credit Documents; and 

(b) the suing for, commencing or joining of any legal or arbitration proceedings against any of the Issuer 
and the Guarantors to recover any Liabilities, 

in each case, in accordance with the Underlying Credit Documents. 
Following any Enforcement Action being taken, other than Permitted Enforcement Action taken by any 
Hedge Counterparty, the liabilities of all Secured Creditors will automatically be accelerated and, subject to 
receiving instructions from the Majority Secured Creditors (following a Special Decision of the Majority 
Secured Creditors) and such indemnities, pre-funding or security as it may require, the Security Trustee shall 
enforce the Security without need for further instruction. 

Amendments/Waivers and Releases under the Intercreditor Agreement or the Transaction Security 
Documents 
No amendments or waivers in respect of the Intercreditor Agreement or in respect of the Transaction Security 
Documents may be made except with the written agreement of the Majority Secured Creditors and subject to 
the Entrenched Rights of each Secured Creditor.  

No amendments or waivers in respect of the Intercreditor Agreement or in respect of the Transaction Security 
Documents may be made except with the written agreement of the Issuer and the Guarantors. 

The Intercreditor Agreement will set out that the following constitute “Entrenched Rights” of the Secured 
Creditors:  

(a) any amendment or waiver which would result in an increase in or would adversely modify the 
obligations or liabilities of a Secured Creditor or materially reduce the rights of a Secured Creditor in 
each case under the Intercreditor Agreement;  
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(b) any amendment or waiver which would result in any release of any of the Transaction Security (unless 
at least equivalent replacement security is taken at the same time or such release is permitted in 
accordance with the Intercreditor Agreement or the Security Agreement); 

(c) in respect of the Transaction Security, any amendment or waiver which would adversely alter the rights 
of priority of or enforcement by a Secured Creditor; 

(d) any amendment or waiver which would change any of the Entrenched Rights; or 

(e) any amendment or waiver which would change the Secured Creditor decision-making process 
contained in the Intercreditor Agreement. 

If an Entrenched Right of a Secured Creditor is affected, the relevant Secured Creditor’s approval must be 
obtained in accordance with the provisions of the relevant Underlying Credit Document before the proposed 
change can be made. No Entrenched Right will prevent enforcement or acceleration instructions or prevent 
anything expressly permitted by the relevant Underlying Credit Documents. 

The relevant Secured Creditors may agree to amend or waive the terms of the Underlying Credit Documents 
in accordance with the terms of those Underlying Credit Documents without the consent of any Secured 
Creditors that are not party to such documents. 

Voting 
The Intercreditor Agreement will specify that Secured Creditor Representatives may give instructions or 
directions in respect of: 

(a) the exercise by the Security Trustee of any of its rights, powers and discretions; and 

(b) subject to Entrenched Rights, amendments, waivers and releases under the Intercreditor Agreement 
and the Transaction Security Documents. 

The Security Trustee may request and must act on instructions given by such Secured Creditor Representative 
or Secured Creditor Representatives representing (i) at least in aggregate 66 2/3 per cent. of Total 
Commitments where the instructions relate to a Special Decision or (ii) greater than in aggregate 50 per cent. 
of Total Commitments, where the instructions relate to any Ordinary Decision (the “Majority Secured 
Creditors”). 

“Total Commitments” means the aggregate of all Commitments; 
“Positive Value” means in respect each Hedge Counterparty, the positive amount (if any) due to that Hedge 
Counterparty from the Issuer or a Guarantor (as applicable) following termination of the relevant Hedging 
Agreements due to Enforcement Action. 

“Exchange Rate” means the spot rate at which any currency is converted to pounds sterling as quoted by the 
principal London offices of Deutsche Bank AG, London Branch, HSBC Bank plc and UBS AG, London 
Branch as at 11:00 a.m. on the final Business Day on which Secured Creditors may vote on any matter on 
which the Security Trustee has sought the instructions of the Majority Secured Creditors pursuant to the 
Intercreditor Agreement. 
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In relation to any consent, waiver, approval, discretion, determination, instruction or other decision or any 
other derivative thereof (the “decision”) to be made pursuant to the Intercreditor Agreement, the Security 
Trustee shall notify the Obligors and each Secured Creditor Representative of the matter in question and shall 
also inform each Secured Creditor Representative of the date on which it must provide its vote in relation to 
the relevant decision (being 30 Business Days after the date upon which the Security Trustee gives such 
notice) (the “Decision Date”). 

Each Secured Creditor Representative shall, by the Decision Date, provide to the Security Trustee a certificate 
setting out directions to the Security Trustee as to the decision of its Secured Creditors, and the certificate 
shall include the Commitments in respect of the relevant Underlying Credit Document. 

If a Secured Creditor Representative has not notified the Security Trustee of its instructions in relation to a 
decision by the Decision Date, then in respect of any decision which is required to be made by the Majority 
Secured Creditors, the Commitments in respect of the relevant Underlying Credit Document shall be excluded 
from: 
(a) the Total Commitments to be considered as voting in favour of the relevant decision (the numerator); 

and 

(b) the Total Commitments to be used for determining whether the requisite percentage of votes has been 
cast in favour of the matter in question (the denominator), 

for the purpose of determining whether the requisite voting levels have been attained in relation to that 
decision, provided that such a reduction in voting entitlement shall not apply to any matter where an 
Entrenched Right is affected. 

In respect of Underlying Credit Documents which constitute a series of Notes, the holders of such Notes will 
be represented in their entirety by the Note Trustee (100 per cent. of principal outstanding will be voted for or 
against based on the voting mechanics in the Trust Deed). 

In respect of Underlying Credit Documents which are bank facilities, the Lenders will be represented in their 
entirety by the agent in respect of the relevant facility (100 per cent. of commitments or principal outstanding 
(as the case may be) will be voted for or against based on the voting mechanics in the relevant facility 
agreement). 

In respect of the Hedge Counterparties, each Hedge Counterparty will vote the aggregate Positive Value under 
the relevant hedging agreement. 

Facilities Agreement 

On 8 April 2011, the Issuer and the Guarantors entered into the Facilities Agreement. The Facilities 
Agreement contains representations and warranties together with covenants and events of default that are, 
broadly, more extensive than those contained in the terms and conditions of the Notes and in the Trust Deed.  

Events of Default 
The events of default in the Facilities Agreement include: 

(a) cross acceleration and non-payment cross default in respect of the Notes; 

(b) the occurrence of a non-payment event of default (subject to applicable grace periods) under the 
Common Terms Agreement in respect of the SWS Financing; and 

(c) a breach of the Intercreditor Agreement (subject to a 15 day grace period), loss of, or changes to, the 
Licence and the occurrence of any event or circumstance which has or could reasonably be expected to 
have, in the reasonable opinion of the majority lenders, a material adverse effect. 
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Covenants  
The covenants in the Facilities Agreement include: 

(a) restrictions on (i) acquisitions by either the Issuer or the Guarantors, and (ii) a disposal of the 
Regulated Business; and 

(b) restrictions on the incurrence of Financial Indebtedness and the provision of guarantees (subject to 
certain exceptions). 

Negative Pledge 
The Facilities Agreement contains a negative pledge pursuant to which the Issuer and the Guarantors shall not 
(and Greensands Holdings Limited must procure that no Non-Regulated Subsidiary shall), subject to certain 
exceptions, create or permit to subsist (i) any Security over any of its assets or (ii) “Quasi Security” (each as 
defined in the Facilities Agreement).  

Financial covenants 
Each of the Issuer and the Guarantors is required to comply with the same financial covenants to those 
described in “Overview of the Key Documents – Financial covenants” above. 

Permitted Enforcement Action 
As a result of the more extensive representations, warranties, covenants and events of default in the Facilities 
Agreement, the agent in respect of the Facilities Agreement (as a Secured Creditor Representative) may take 
Permitted Enforcement Action at a time when the Note Trustee may not do so. The taking of any Permitted 
Enforcement Action by the agent in respect of the Facilities Agreement will trigger the cross acceleration 
provision in the Notes which will permit the Note Trustee (subject to approval from the Noteholders) to take 
Permitted Enforcement Action. See "Enforcement Action" above.  
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USE OF PROCEEDS AND EXISTING FINANCING AND HEDGING ARRANGEMENTS 

The net proceeds from the issue of each Tranche of Notes will be applied by the Issuer for general corporate 
purposes. The Issuer intends to use the net proceeds of the initial Tranche of Notes (together with the proceeds 
of the initial term advance under the Facilities Agreement) to make an advance to Greensands Senior Finance 
Limited under the Senior Finance/Issuer Loan Agreement. Greensands Senior Finance Limited intends to use 
the proceeds of such advance to (a) repay in full certain of its existing indebtedness (amounting in aggregate 
to £215,600,000 as at the date of this Prospectus), (b) terminate certain related hedging arrangements 
(including paying any breakage costs, if applicable), and (c) prepay an outstanding intra-group balance owed 
to Greensands Junior Finance Limited to enable Greensands Junior Finance Limited to repay in full certain of 
its existing indebtedness (amounting in aggregate to £225,600,000 as at the date of this Prospectus).  
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TAXATION 

The comments below are of a general nature based on current United Kingdom law and HM Revenue & Customs 
practice and are not intended to be exhaustive. Any Noteholders who are in doubt as to their own tax position 
should consult their professional advisers. 

1 Interest on the Notes 

The Notes issued will constitute “quoted Eurobonds” provided they are and continue to be listed on a 
recognised stock exchange, within the meaning of Section 1005 Income Tax Act 2007. The London Stock 
Exchange is a recognised stock exchange for these purposes. Securities will be treated as listed on the London 
Stock Exchange if they are included in the Official List (within the meaning of and in accordance with the 
provisions of Part 6 of the Financial Services and Markets Act 2000) by the United Kingdom Listing 
Authority and are admitted to trading on the London Stock Exchange.  

Whilst the Notes are and continue to be quoted Eurobonds, payments of interest by the Issuer on the Notes 
may be made without withholding or deduction for or on account of United Kingdom tax. 

Interest on the Notes may also be paid without withholding or deduction on account of United Kingdom tax 
where interest on the Notes is paid by the Issuer and, at the time the payment is made, the Issuer reasonably 
believes (and any person by or through whom interest on the Notes is paid reasonably believes) that the 
beneficial owner is within the charge to United Kingdom corporation tax as regards the payment of interest, 
provided that HM Revenue & Customs has not given a direction (in circumstances where it has reasonable 
grounds to believe that it is likely that the above exemption is not available in respect of such payment of 
interest at the time the payment is made) that the interest should be paid under deduction of tax. 

In all other cases, interest will generally be paid by the Issuer under deduction of United Kingdom income tax 
at the basic rate (currently 20 per cent.), subject to the availability of other reliefs or to any direction to the 
contrary from HM Revenue & Customs in respect of such relief as may be available pursuant to the 
provisions of any applicable double taxation treaty. Persons in the United Kingdom (i) paying interest to or 
receiving interest on behalf of another person who is an individual, or (ii) paying amounts due on redemption 
of any Notes which constitute deeply discounted securities as defined in Chapter 8 of Part 4 of the Income 
Tax (Trading and Other Income) Act 2005 to or receiving such amounts on behalf of another person who is an 
individual, may be required to provide certain information to HM Revenue & Customs regarding the identity 
of the payee or person entitled to the interest and, in certain circumstances, such information may be 
exchanged with the tax authorities of the jurisdiction in which the Noteholder is resident for tax purposes.  

2 Payments in respect of the Guarantee 

If any Guarantor makes any payments in respect of interest on the Notes (or other amounts due under the 
Notes other than the repayment of amounts subscribed for the Notes), such payments may be subject to 
United Kingdom withholding tax at the basic rate (currently 20 per cent.), subject to the availability of other 
reliefs or to any direction to the contrary from HM Revenue & Customs in respect of such relief as may be 
available pursuant to the provisions of any applicable double taxation treaty. 

3 EU Directive on the Taxation of Savings Income 

Under EC Council Directive 2003/48/EC on the taxation of savings income (the “Directive”), each Member 
State is required to provide to the tax authorities of another Member State details of payments of interest (or 
similar income) paid by a person within its jurisdiction to an individual or to certain other persons in that 
other Member State. However, for a transitional period, Luxembourg and Austria are instead required (unless 
during that period they elect otherwise) to operate a withholding system in relation to such payments (the 
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ending of such transitional period being dependent upon the conclusion of certain other agreements relating to 
information exchange with certain other territories).  

On 15 September 2008, the European Commission issued a report to the Council of the European Union on 
the operation of the Directive, which included the Commission’s advice on the need for changes to the 
Directive. On 13 November 2008, the European Commission published a more detailed proposal for 
amendments to the Directive, which included a number of suggested changes. The European Parliament 
approved amendments to this proposal on 24 April 2009. If any of those proposed changes are made in 
relation to the Directive, they may amend or broaden the scope of the requirements described above. 
Prospective Noteholders who are in any doubt as to their position should consult their professional advisers. 
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SUBSCRIPTION AND SALE  

Summary of the Dealership Agreement 

Subject to the terms and on the conditions contained in a Dealership Agreement dated on or about the date of this 
Prospectus (the “Dealership Agreement”) between the Issuer, the Guarantors, the Permanent Dealers and the 
Global Co-ordinators, the Notes will be offered on a continuous basis by the Issuer to the Permanent Dealers or 
such other Dealers as may be appointed from time to time in respect of any Series pursuant to the Dealership 
Agreement. The Notes may be resold at prevailing market prices, or at prices related thereto, at the time of such 
resale, as determined by the relevant Dealer. The Notes may also be sold by the Issuer through the Dealers, acting 
as agents of the Issuer. The Dealership Agreement also provides for Notes to be issued in syndicated Tranches that 
are jointly and severally underwritten by two or more Dealers. 

The Issuer will pay each relevant Dealer a commission as agreed between them in respect of Notes subscribed by 
it. The Issuer has agreed to reimburse the Global Co-ordinators for certain of their expenses incurred in connection 
with the establishment of the Programme and the Dealers for certain of their activities in connection with the 
Programme.  

The Issuer has agreed to indemnify the Dealers against certain liabilities in connection with the offer and sale of the 
Notes. The Dealership Agreement entitles the Dealers to terminate any agreement that they make to subscribe 
Notes in certain circumstances prior to payment for such Notes being made to the Issuer. 

Selling Restrictions 

United States 
The Notes and the Guarantee have not been and will not be registered under the Securities Act, as amended and the 
Notes may not be offered, sold or in the case of Bearer Notes, delivered within the United States or to, or for the 
account or benefit of, U.S. persons except in certain transactions exempt from the registration requirements of the 
Securities Act. Terms used in this paragraph have the meanings given to them by Regulation S under the Securities 
Act. 

Notes in bearer form having a maturity of more than one year are subject to U.S. tax law requirements and may not 
be offered, sold or delivered within the United States or its possessions or to a United States person, except in 
certain transactions permitted by U.S. tax regulations. Terms used in this paragraph have the meanings given to 
them by the U.S. Internal Revenue Code and regulations thereunder. 

Each Dealer has represented and agreed and each further Dealer appointed under the Programme will be required 
to agree that, except as permitted by the Dealership Agreement, it has not offered, sold or, in the case of Bearer 
Notes, delivered and will not offer, sell or, in the case of Bearer Notes, deliver the Notes of any identifiable 
Tranche (i) as part of their distribution at any time or (ii) otherwise until 40 days after completion of the 
distribution of such Tranche as determined, and certified to the Issuer, by such Dealer, (or, in the case of an 
identifiable Tranche of Notes sold to or through more than one Dealer, by each of such Dealers with respect 
to Notes of an identifiable Tranche purchased by or through it, in which case the Issuer shall notify such Dealer 
when all such Dealers have so certified) within the United States or to, or for the account or benefit of, U.S. 
persons, and it will have sent to each dealer to which it sells Notes during the distribution compliance period a 
confirmation or other notice setting forth the restrictions on offers and sales of the Notes within the United States 
or to, or for the account or benefit of, U.S. persons. Terms used in the preceding sentence have the meanings given 
to them by Regulation S. 

The Notes are being offered and sold outside the United States to non-U.S. persons in reliance on Regulation S. 
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In addition, until 40 days after the commencement of the offering, an offer or sale of any identifiable Tranche of 
Notes, an offer or sale of Notes within the United States by any dealer (whether or not participating in the offering 
of such Tranche) may violate the registration requirements of the Securities Act. 

Each issuance of Index linked or Dual Currency Notes shall be subject to such additional U.S. selling restrictions 
as the Issuer, the Guarantors and the relevant Dealer may agree as a term of the issuance and purchase of such 
Notes, which additional selling restrictions shall be set out in the applicable Final Terms. 

This Prospectus has been prepared by the Issuer for use in connection with the offer and sale of the Notes outside 
the United States. The Issuer and the Dealers reserve the right to reject any offer to purchase the Notes, in whole or 
in part, for any reason. This Prospectus does not constitute an offer to any person in the United States. Distribution 
of this Prospectus by any non-U.S. person outside the United States to any U.S. person or to any other person 
within the United States, is unauthorised and any disclosure without the prior written consent of the Issuer of any 
of its contents to any such U.S. person or other person within the United States, is prohibited. 

Public Offer Selling Restriction Under the Prospectus Directive  
In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive 
(each, a “Relevant Member State”), each Dealer has represented and agreed that with effect from and including 
the date on which the Prospectus Directive is implemented in that Relevant Member State (the “Relevant 
Implementation Date”) it has not made and will not make an offer of Notes which are the subject of the offering 
contemplated by this Prospectus as completed by the final terms in relation thereto to the public in that Relevant 
Member State except that it may, with effect from and including the Relevant Implementation Date, make an offer 
of such Notes to the public in that Relevant Member State: 

(i) if the final terms in relation to the Notes specify that an offer of those Notes may be made other than 
pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State (a “Non-exempt 
Offer”), following the date of publication of a prospectus in relation to such Notes which has been approved 
by the competent authority in that Relevant Member State or, where appropriate, approved in another 
Relevant Member State and notified to the competent authority in that Relevant Member State, provided 
that any such prospectus has subsequently been completed by the final terms contemplating such Non-
exempt Offer, in accordance with the Prospectus Directive, in the period beginning and ending on the dates 
specified in such prospectus or final terms, as applicable and the Issuer has consented in writing to its use 
for the purpose of that Non-exempt Offer; 

(ii) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive;  

(iii) at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of 
the 2010 PD Amending Directive (as defined below), 150 natural or legal persons (other than qualified 
investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the relevant Dealer 
or Dealers nominated by the Issuer for any such offer; or 

(iv) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive, 

provided that no such offer of Notes referred to in (ii) to (v) above shall require the Issuer or any Dealer to publish 
a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of 
the Prospectus Directive. 

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any Notes in any 
Relevant Member State means the communication in any form and by any means of sufficient information on the 
terms of the offer and the Notes to be offered so as to enable an investor to decide to purchase or subscribe the 
Notes, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in 
that Member State, the expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, 
including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and 
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includes any relevant implementing measure in the Relevant Member State and the expression “2010 PD 
Amending Directive” means Directive 2010/73/EU. 

United Kingdom 
Each Dealer has represented and agreed that:  

(i) in relation to any Notes which have a maturity of less than one year, (a) it is a person whose ordinary 
activities involve it in acquiring, holding, managing or disposing of investments (as principal or agent) for 
the purposes of its business and (b) it has not offered or sold and will not offer or sell any Notes other than 
to persons whose ordinary activities involve them in acquiring, holding, managing or disposing of 
investments (as principal or agent) for the purposes of their businesses or who it is reasonable to expect 
will acquire, hold, manage or dispose of investments (as principal or agent) for the purposes of their 
businesses where the issue of the Notes would otherwise constitute a contravention of section 19 of the 
FSMA by the Issuer;  

(ii) it has only communicated or caused to be communicated and will only communicate or cause to be 
communicated any invitation or inducement to engage in investment activity (within the meaning of 
section 21 of the FSMA) received by it in connection with the issue or sale of any Notes in circumstances 
in which section 21(1) of the FSMA does not apply to the Issuer or the Guarantors; and 

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done 
by it in relation to any Notes in, from or otherwise involving the United Kingdom. 

Japan 
The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of Japan (the 
“Financial Instruments and Exchange Act”). Accordingly, each of the Dealers has represented and agreed that it 
has not, directly or indirectly, offered or sold and will not, directly or indirectly, offer or sell any Notes in Japan or 
to, or for the benefit of, a resident of Japan (which term as used herein means any person resident in Japan, 
including any corporation or other entity organised under the laws of Japan) or to others for re-offering or re-sale, 
directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan except pursuant to an exemption 
from the registration requirements of, and otherwise in compliance with, the Financial Instruments and Exchange 
Act and other relevant laws and regulations of Japan. 

General 

These selling restrictions may be modified by the agreement of the Issuer, the Guarantors and the Dealers 
following a change in a relevant law, regulation or directive. Any such modification will be set out in the Final 
Terms issued in respect of the issue of Notes to which it relates or in a supplement to this Prospectus. 

No representation is made by the Issuer, the Guarantors or the Dealers that any action has been taken in any 
jurisdiction that would permit a public offering of any of the Notes, or possession or distribution of the Prospectus 
or any other offering material or any Final Terms, in any country or jurisdiction where action for that purpose is 
required. 

Each Dealer has agreed that it shall, to the best of its knowledge, comply with all relevant laws, regulations and 
directives in each jurisdiction in which it purchases, offers, sells or delivers Notes or has in its possession or 
distributes the Prospectus, any other offering material or any Final Terms in all cases at its own expense and neither 
the Issuer, the Guarantors, the Note Trustee nor any of the Dealers shall have responsibility therefor. 
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FORM OF FINAL TERMS 

The form of Final Terms that will be issued in respect of each Tranche, subject only to the deletion of non-
applicable provisions, is set out below: 

Final Terms dated [•] 

Southern Water (Greensands) Financing plc  

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes] 

unconditionally and irrevocably guaranteed by Greensands Holdings Limited, Greensands (UK) Limited, 
Greensands Junior Finance Limited and Greensands Senior Finance Limited 

under the £1,000,000,000 Guaranteed Secured Medium Term Note Programme 

 

PART A – CONTRACTUAL TERMS 

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the 
Prospectus dated [13 April 2011] which constitutes listing particulars for the purposes of Chapter 4 of the Financial 
Services Authority’s Listing Rules. This document constitutes the Final Terms of the Notes described herein for the 
purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction with such Prospectus [as so 
supplemented]. Full information on the Issuer, the Guarantors and the offer of the Notes is only available on the 
basis of the combination of these Final Terms and the Prospectus [as so supplemented]. The Prospectus [and the 
supplemental Prospectus] [is] [are] available for viewing [at [•]] [and] during normal business hours at [•] [and 
copies may be obtained from [address]]. The Prospectus and (in the case of Notes listed and admitted to trading on 
the PSM) the applicable Final Terms will also be published on the website of the London Stock Exchange: 
www.londonstockexchange.com. 

[The following alternative language applies if the first tranche of an issue which is being increased was issued 
under a Prospectus with an earlier date.]  

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the “Conditions”) set 
forth in the Prospectus dated [original date] and incorporated by reference into the Prospectus dated [current date] 
[and the supplemental Prospectus dated [●]]1. This document constitutes the Final Terms of the Notes described 
herein and must be read in conjunction with the Prospectus dated [13 April 2011] [and the supplemental Prospectus 
dated [•], which [together] constitute[s] a base prospectus. The Prospectuses [and the supplemental Prospectus]1 are 
available for viewing [at [•]] [and] during normal business hours at [•] [and copies may be obtained from [•]]. The 
Prospectus and (in the case of Notes listed and admitted to trading on the PSM) the applicable Final Terms will 
also be published on the website of the London Stock Exchange: www.londonstockexchange.com.] 
 
[Include whichever of the following apply or specify as “Not Applicable” (N/A). Note that the numbering should 
remain as set out below, even if “Not Applicable” is indicated for individual paragraphs or sub-paragraphs. Italics 
denote guidance for completing the Final Terms.] 

 

[When completing final terms or adding any other final terms or information, consideration should be given as to 
whether such terms or information constitute “significant new factors” and consequently trigger the need for a 
supplement to the Prospectus under Section 81 of the Financial Services and Markets Act 2000.] 
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1. (i) Issuer: 
 

Southern Water (Greensands) Financing plc 

 (ii) Guarantors: 
 

Greensands Holdings Limited, Greensands (UK) Limited, 
Greensands Junior Finance Limited and Greensands 
Senior Finance Limited 

2. (i) Series Number: 
 

[  ] 

 (ii) Tranche Number: 
 

[  ] 

 (If fungible with an existing Series, 
details of that Series, including the 
date on which the Notes become 
fungible). 

 

3. Specified Currency or Currencies: [  ] 

4. Aggregate Nominal Amount of 
Notes: 
 

[  ] 

 (i) Series: 
 

[  ] 

 (ii) Tranche: 
 

[  ] 

5. Issue Price: [  ] per cent. of the Aggregate Nominal Amount [plus 
accrued interest from [insert date] (if applicable)] 
 

6. (i) Specified Denominations: 
 

€100,000 (or equivalent in another currency) and integral 
multiples of €1,000 (or equivalent in another currency) in 
excess thereof up to and including €199,000 (or 
equivalent in another currency). No Notes in definitive 
form will be issued with a denomination other than 
€100,000 (or equivalent in another currency) and integral 
multiples of €1,000 in excess thereof up to and including 
€199,000 (or equivalent in another currency). No Notes 
in definitive form will be issued with a denomination 
above €199,000. 

 

 (ii) Calculation Amount: 
 

[  ] 

7. (i) Issue Date: 
 

[  ] 

(If only one Specified Denomination, insert the Specified 
Denomination. 

If more than one Specified Denomination, insert the 
highest common factor. Note: There must be a common 
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factor in the case of two or more Specified 
Denominations.) 

 (ii)  Interest Commencement  
 Date: 
 

[Specify/Issue Date/Not Applicable] 

8. Maturity Date: [Specify date or (for Floating Rate Notes) Interest 
Payment Date falling in or nearest to the relevant month 
and year] 
 

9. Interest Basis: [•] per cent. Fixed Rate] 

[[LIBOR/LIBID/LIMEAN/EURIBOR] +/– [•] per cent. 
Floating Rate] 

[Zero Coupon] 

[Index Linked Interest] 

[Other (specify)]  

(further particulars specified below) 
 

10. Redemption/Payment Basis2: [Redemption at par] 

[Index Linked Redemption] 

[Dual Currency] 

[Partly Paid] 

[Instalment] 

[Other (specify)] 

(Note: If the Final Redemption Amount is other than 100 
per cent. of the nominal value, the Notes will be 
derivative securities and the requirements of Annex XII to 
the Prospectus Directive Regulation No. 809/2004 will 
apply by virtue of LR 4.2.4 and the Issuer will prepare 
and publish a supplement to the listing particulars.) 
 

11. Change of Interest or Redemption/ 
Payment Basis: 

[Specify details of any provision for convertibility of 
Notes into another interest or redemption/ payment basis] 

[(Note: If the Final Redemption Amount is other than 100 
per cent. of the nominal value, the Notes will constitute 
derivative securities and the requirements of Annex XII to 
the Prospectus Directive Regulation No.809/2004 will 
apply by virtue of LR 4.2.4 and the Issuer will prepare 
and publish a supplement to the listing particulars.)] 

 

12. Put/Call Options: [Investor Put] 
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[Issuer Call] 

[(further particulars specified below)] 
 

13. (i) Status of the Notes: The Notes will be secured obligations of the Issuer and at 
all times shall rank pari passu and without any preference 
among themselves. 
 

 (ii) Status of the Guarantee: Senior. The Guarantee is an unconditional, irrevocable 
and unsubordinated secured obligation of the Guarantors. 
 

 (iii) [Date [Board] approval for  
 issuance of Notes obtained: 

[•] [and [•], respectively]] 

(N.B Only relevant where Board (or similar) 
authorisation is required for the particular tranche of 
Notes)] 
 

14. Method of distribution: [Syndicated/Non-syndicated] 

 

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

15. Fixed Rate Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 
 

 (i) Rate[(s)] of Interest: [  ] per cent. per annum [payable [annually/semi-
annually/quarterly/monthly/other (specify)] in arrear] 
 

 (ii) Interest Payment Date(s): [ ] in each year [adjusted in accordance with [specify 
Business Day Convention and any applicable Business 
Centre(s) for the definition of “Business Day”]/not 
adjusted] 

(NB: This will need to be amended in the case of long or 
short coupon) 
 

 (iii) Fixed Coupon Amount[(s)]: [  ] per Calculation Amount 
 

 (iv) Broken Amount(s): [  ] per Calculation Amount payable on the Interest 
Payment Date falling [in/on] [    ] 
 

 (v) Day Count Fraction: [30/360 / Actual/Actual (ICMA/ISDA) / other] 
 

 (vi) [Determination Dates: [  ] in each year (insert regular interest payment dates, 
ignoring issue date or maturity date in the case of a long 
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or short first or last coupon. N.B. this will need to 
amended in the case of regular interest payment dates 
which are not of equal duration. N.B. only relevant where 
Day Count Fraction is Actual/Actual (ICMA))] 
 

 (vii) Other terms relating to the  
 method of calculating  
 interest for Fixed Rate Notes 
 

[Not Applicable/give details] 

16. Floating Rate Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 
 

 (i) Interest Period(s): [  ] 
 

 (ii) Specified Interest Payment  
 Dates: 
 

[  ] 

 (iii) First Interest Payment Date: [  ] 
 

 (iv) Interest Period Date: [  ] 
 

 (v) Business Day Convention: [Floating Rate Convention/Following Business Day 
Convention/Modified Following Business Day 
Convention/Preceding Business Day Convention/other 
(give details)] 
 

 (vi) Additional Business  
Centre(s): 

[  ] 
 

 (vii) Manner in which the Rate(s) 
 of Interest is/are to be  
 determined: 

[Screen Rate  

Determination/ISDA 

Determination/other (give details)] 
 

 (viii) Party responsible for  
 calculating the Rate(s) of  
 Interest and/or  Interest  
 Amount(s) (if not the  
 [Calculation Agent]): 
 

[  ] 
 

 (ix) Screen Rate Determination:  

  – Reference Rate: [  ] 
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  – Interest Determination  
 Date(s): 

((i) First day of each Interest 
Accrual Period if the 
Specified Currency is 
Sterling, (ii) the day falling 
two Business Days in 
London for the Specified 
Currency prior to the first 
day of such Interest Accrual 
Period if the Specified 
Currency is neither Sterling 
nor euro or (iii) the day 
falling two TARGET2 
Business Days prior to the 
first day of such Interest 
Accrual Period if the 
Specified Currency is euro) 

[  ] 

  – Relevant Screen Page: [  ] 
 

 (x) ISDA Determination:  

  – Floating Rate Option: [  ] 

  – Designated Maturity: [  ] 

  – Reset Date: [  ] 

  – ISDA Definitions: 2006 
 

 (xi) Margin(s): [+/-][  ] per cent. per annum 
 

 (xii) Minimum Rate of Interest: [  ] per cent. per annum 
 

 (xiii) Maximum Rate of Interest: [  ] per cent. per annum 
 

 (xiv) Day Count Fraction: [Actual/Actual] 

[Actual/Actual- ISDA] 

[Actual/365 (Fixed)] 

[Actual/360] 

[30/360][360/360][Bond Basis] 

[30E/360][Eurobond Basis] 

[30E/360 (ISDA)] 

[Actual/Actual-ICMA 
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Other] 

(See Condition 5 (Interest and Other Calculations) for 
alternatives) 

 (xv) Fall back provisions,  
 rounding provisions,  
 denominator and any other  
 terms relating to the method  
 of calculating interest on  
 Floating Rate Notes, if  
 different from those set out  
 in the Conditions: 
 

[  ] 

17. Zero Coupon Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 

 

 (i) Amortisation Yield: [Condition 6(b)(i) (Zero Coupon Notes) applies/specify 
other] per cent. per annum 

 

 (iii) Any other formula/basis of 
 determining amount payable: 
 

[  ] 

18. Index Linked Interest Note/Index 
Linked Interest Redemption Note 
Provisions2 

 

[Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 

(N.B. If the Final Redemption Amount is other than 100  
per cent. of the nominal value the Notes will be derivative  
securities and the requirements of Annex XII to the 
Prospectus Directive Regulation will apply by virtue of 
LR 4.2.4 and the Issuer will prepare and publish a 
supplement to the Listing Particulars.) 

 (i) Index/Formula/other  
 variable: 

[give name (and, if the Notes are derivative securities to  
which Annex XII of the Prospectus Directive Regulation  
applies by virtue of LR 4.2.4 and the Issuer will prepare 
and publish a supplement to the Listing Particulars, 
address)] 

 (ii) Party responsible for  
 calculating the Rate(s) of  
 Interest and/or Interest  
 Amount(s) (if not the  
 [Calculation Agent]): 
 

[  ] 

 (iii) Provisions for determining  
 Coupon where calculated by  

[  ] 
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 reference to Index and/or  
 Formula and/or other  
 variable: 
 

 (iv) Interest Determination  
 Date(s): 
 

[  ] 

 (v) Provisions for determining  
 Coupon where calculation by  
 reference to Index and/or  
 Formula and/or other  
 variable is impossible or  
 impracticable or otherwise  
 disrupted: 
 

[  ] 

 (vi) Interest Period(s): 
 

[  ] 

 (vii) Specified Interest Payment  
 Dates: 
 

[  ] 

 (viii) Business Day Convention: [Floating Rate Convention/Following Business Day 
Convention/Modified Following Business Day 
Convention/Preceding Business Day Convention/other 
(give details)] 

 

 (ix) Business Centre(s): [  ] 
 

 (x) Minimum Rate of Interest: [  ] per cent. per annum 
 

 (xi) Maximum Rate of Interest: [  ] per cent. per annum 
 

 (xii) Day Count Fraction: [  ] 
 

19. Dual Currency Note Provisions2 [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 

(N.B. If the Final Redemption Amount is other than 100  
per cent. of the nominal value the Notes will be derivative  
securities and the requirements of Annex XII to the 
Prospectus Directive Regulation will apply by virtue of 
LR 4.2.4 and the Issuer will prepare and publish a 
supplement to the Listing Particulars.) 

 (i) Rate of Exchange/method of  [give details] 
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 calculating Rate of  
 Exchange: 
 

 (ii) Party, if any, responsible for  
 calculating the principal  
 and/or interest due (if not the  
 Calculation Agent): 
 

[  ] 

 (iii) Provisions applicable where  
 calculation by reference to  
 Rate of Exchange impossible  
 or impracticable: 
 

[  ] 

 (iv) Person at whose option  
 Specified Currency(ies)  
 is/are payable: 

[  ] 

 

PROVISIONS RELATING TO REDEMPTION 

20. Call Option [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 

 

 (i) Optional Redemption  
 Date(s): 
 

[  ] 

 (ii) Optional Redemption  
 Amount(s) of each Note and  
 method, if any, of calculation  
 of such amount(s): 
 

[  ] per Calculation Amount 

 (iii) If redeemable in part: 
 

 

  (a) Minimum Redemption  
 Amount: 
 

[  ] per Calculation Amount 
 

  (b) Maximum Redemption  
 Amount: 
 

[  ] per Calculation Amount 
 

 (iv) Notice period (if other than 
as set out in the Conditions) 
 

[  ] 

21. Put Option [Applicable/Not Applicable] 
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(If not applicable, delete the remaining sub-paragraphs of 
this paragraph) 

 

 (i) Optional Redemption  
 Date(s): 

[  ] 

 (ii) Optional Redemption  
 Amount(s) of each Note and  
 method, if any, of calculation  
 of such amount(s): 
 

[  ] per Calculation Amount 

 (iii) Notice period (if other than  
 as specified in the  
 Conditions) 
 

[  ] 

22. Final Redemption Amount of 
each Note2    

In cases where the Final 
Redemption Amount is Index 
Linked or other variable linked: 

[  ] per Calculation Amount (N.B. If the Final Redemption 
Amount is other than 100per cent. of the nominal value 
the Notes will be derivative and the requirements of 
Annex XII to the Prospectus Directive Regulation will 
apply by virtue of LR 4.2.4 and the Issuer will prepare 
and publish a supplement to the Listing Particulars.) 

 (i)  Index/Formula/variable: [give or annex details] 
 

 (ii)  Party responsible for  
 calculating the Final  
 Redemption Amount (if not  
 the [Calculation Agent]): 
 

[  ] 

 (iii)  Provisions for determining  
 Final Redemption Amount  
 where calculated by  
 reference to Index and/or  
 Formula and/or  
 other variable: 
 

[  ] 

 (iv)  Determination Date(s): [  ] 
 

 (v)  Provisions for determining  
 Final Redemption Amount  
 where calculation by  
 reference to Index and/or  
 Formula and/or other  
 variable is impossible or  
 impracticable or otherwise  
 disrupted: 
 

[  ] 
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 (vi)  Payment Date: [  ] 
 

 (vii)  Minimum Final Redemption  
 Amount: 
 

[  ] per Calculation Amount 

 (viii)  Maximum Final Redemption  
 Amount: 
 

[  ] per Calculation Amount 

23. Early Redemption Amount 

Early Redemption Amount(s) per 
Calculation Amount payable on 
redemption for taxation reasons or 
on event of default or other early 
redemption and/or the method of 
calculating the same (if required or 
if different from that set out in  
Condition 6 (Redemption, Purchase 
and Options): 

[  ] 

GENERAL PROVISIONS APPLICABLE TO THE NOTES 

24. Form of Notes: Bearer Notes: 

  [Temporary Global Note exchangeable for a Permanent 
Global Note which is exchangeable for Definitive Notes 
in the limited circumstances specified in the Permanent 
Global Note] 

  [Temporary Global Note exchangeable for Definitive 
Notes on [    ] days’ notice] 

Note: This is not permitted if the Specified Denomination 
of the Notes in paragraph 6 includes language 
substantially to the following effect: 
“[€100,000] and integral multiples of [€1,000] in excess 
thereof up to and including [€199,000].” 

  [Permanent Global Note exchangeable for Definitive 
Notes in the limited circumstances specified in the 
Permanent Global Note] 

 

  Registered Notes: 

  [Regulation S Global Note (U.S.$/€ [  ] nominal amount) 
registered in the name of a nominee for [DTC/a common 
depositary for Euroclear and Clearstream, Luxembourg/a 
common safekeeper for Euroclear and Clearstream, 
Luxembourg (that is, held under the NSS)]] 
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25. New Global Note: [Yes] [No] 
 

26. Financial Centre(s) or other special 
provisions relating to payment 
dates: 

[Not Applicable/give details. Note that this paragraph 
relates to the date and place of payment, and not interest 
period end dates, to which sub-paragraphs 15(ii), 16(v) 
and 18(ix) relate] 
 

27. Talons for future Coupons or  
Receipts to be attached to 
Definitive Notes (and dates on 
which such Talons mature): 
 

[Yes/No. If yes, give details] 

28. Details relating to Partly Paid 
Notes: amount of each payment 
comprising the Issue Price and date 
on which each payment is to be 
made and consequences (if any) of 
failure to pay, including any right of 
the Issuer to forfeit the Notes and 
interest due on late payment: 
 

[Not Applicable/give details] 

29. Details relating to Instalment  

Notes: Instalment Amount and 
Instalment Date: 
 

[Not Applicable/give details] 

30. Redenomination, renominalisation 
and reconventioning provisions: 

[Not Applicable/ If applicable, state the terms of 
Redenomination in an Annex to the Final Terms] 
 

31. Consolidation provisions: [Not Applicable/ If applicable, state the terms of  
Redenomination in an Annex to the Final Terms] 
 

32. Other final terms: [Not Applicable/give details] 

(When adding any other final terms consideration should 
be given as to whether such terms constitute a 
“significant new factor” and consequently trigger the 
need for a supplement to the Prospectus under Section 81 
of the Financial Services and Markets Acts 2000.) 

 

DISTRIBUTION 

33. (i) If syndicated, names of  
 Managers: 
 

[Not Applicable/give names] 

 (ii) Stabilising Manager(s) (if  
 any): 

[Not Applicable/give name] 



 

 
106 

 

34. If non-syndicated, name of Dealer: [Not Applicable/give name] 
 

35. U.S. Selling Restrictions: [Reg. S Compliance Category; TEFRA C/ TEFRA 
D/TEFRA not applicable] 
 

36. Additional selling restrictions: [Not Applicable/give details] 

 

PURPOSE OF FINAL TERMS 

These Final Terms comprise the final terms required for issue and admission to trading on the [specify relevant 
market][official list of the UK Listing Authority and the London Stock Exchange Plc] of the Notes described herein 
pursuant to the £1,000,000,000 Global Secured Medium Term Note Programme of Southern Water (Greensands) 
Financing plc. 

 

RESPONSIBILITY 

The Issuer and the Guarantors accept responsibility for the information contained in these Final Terms. [(Relevant 
Third Party information) has been extracted from (specify source)] [Each of the Issuer and the Guarantors confirms 
that such information has been accurately reproduced and that, so far as it is aware, and is able to ascertain from 
information published by (specify source), no facts have been omitted which would render the reproduced 
information inaccurate or misleading.]  

 

Signed on behalf of the Issuer: 

 

By: ............................................ 

 Duly authorised 

 

Signed on behalf of Greensands Holdings Limited: 

 

By: ............................................. 

 Duly authorised 

 

Signed on behalf of Greensands (UK) Limited: 

 

By: ............................................. 

 Duly authorised 

 



 

 
107 

 
Signed on behalf of Greensands Junior Finance Limited: 

 

By: ............................................. 

 Duly authorised 

 

Signed on behalf of Greensands Senior Finance Limited: 

 

By: ............................................. 

 Duly authorised 
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PART B – OTHER INFORMATION 

 

1. LISTING 

 (i) Admission to trading: [Application has been made by the Issuer (or on its behalf) for the 
Notes to be admitted to trading on [the London Stock Exchange’s 
Professional Securities Market (the “PSM”)] with effect from [•].]  
[Application is expected to be made by the Issuer (or on its behalf) for 
the Notes to be admitted to trading on [the PSM] with effect from [•].]  
[Not Applicable]  
(Where documenting a fungible issue, need to indicate that original 
Notes are already admitted to trading.) 

 (ii) Estimate of total expenses  [•] 
  related to admission to trading:   

2. RATINGS 

 Ratings: The Notes to be issued have been rated:  

   [[•]: [       ]]      

   [[[•]: [           ]] 

   [[Other]: [       ]] 

   (The above disclosure should reflect the rating allocated to Notes of 
the type being issued under the Programme generally or, where the 
issue has been specifically rated, that rating.) 

3. [INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE/OFFER] 

 Need to include a description of any interest, including conflicting ones, that is material to the issue/offer, 
detailing the persons involved and the nature of the interest. May be satisfied by the inclusion of the 
following statement: 

 “Save as discussed in [“Subscription and Sale”], so far as the Issuer is aware, no person involved in the offer 
of the Notes has an interest material to the offer.”] 

 [(When adding any other description, consideration should be given as to whether such matters described 
constitute “significant new factors” and consequently trigger the need for a supplement to the Prospectus 
under Section 81 of the Financial Services and Markets Act 2000.)] 

4. [REASONS FOR THE OFFER, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES 

 [(i)  Reasons for the offer [         ] 

   (If reasons for offer different from making profit and/or hedging 
certain risks will need to include those reasons here.)]   

 [(ii)] Estimated net proceeds: [  ] 

   (If proceeds are intended for more than one use, will need to split out 
and present in order of priority. If proceeds insufficient to fund all 
proposed use, state amount and sources of other funding.) 

 [(iii) Estimated total expenses: [  ]    
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   ([If the Notes are derivative securities for which Annex XII of the 
Prospectus Directive Regulation applies it is] only necessary to 
include disclosure of net proceeds and total expenses at (ii) and (iii) 
above where disclosure is included at (i) above.)]*  

5.  [Fixed Rate Notes only – YIELD 

 Indication of yield: [  ]  

   The yield is calculated at the Issue Date on the basis of the Issue 
Price. It is not an indication of future yield. ]  

6.  [Index-Linked or other variable-linked Notes only – PERFORMANCE OF 
INDEX/FORMULA/OTHER VARIABLE AND OTHER INFORMATION CONCERNING THE 
UNDERLYING  

 Need to include details of where past and future performance and volatility of the index/formula/other 
variable can be obtained. Where the underlying is an index need to include the name of the index and a 
description if composed by the Issuer and if the index is not composed by the Issuer need to include details 
of where the information about the index can be obtained. Where the underlying is not an index need to 
include equivalent information. Include other information concerning the underlying required by Paragraph 
4.2 of Annex XII of the Prospectus Directive Regulation.] * 

 [(When completing this paragraph, consideration should be given as to whether such matters described 
constitute “significant new factors” and consequently trigger the need for a supplement to the Prospectus 
under Section 81 of the Financial Services and Markets Act 2000.)] 

 The Issuer [intends to provide post-issuance information [specify what information will be reported and 
where it can be obtained] ] [does not intend to provide post-issuance information]*. 

7. [Dual Currency Notes only – PERFORMANCE OF RATE[S] OF EXCHANGE 

 Need to include details of where past and future performance and volatility of the relevant rate[s] can be 
obtained.]* 

 [(When completing this paragraph, consideration should be given as to whether such matters described 
constitute “significant new factors” and consequently trigger the need for a supplement to the Prospectus 
under Section 81 of the Financial Services and Markets Act 2000.)] 

8. OPERATIONAL INFORMATION 

ISIN Code: [       ] 

Common Code: [       ] 

Any clearing system(s) other than Euroclear 
Bank S.A./N.V. and Clearstream Banking, 
société anonyme and the relevant identification 
number(s): 

[Not Applicable/give name(s) 
 and number(s) [and address(es)]] 

Delivery: Delivery [against/free of] payment 

Names and addresses of initial Paying Agent(s): [       ] 

Names and addresses of additional Paying 
Agent(s) (if any) 

[       ] 

Intended to be held in a manner which would [Yes][No] [Note that the designation “yes” simply 
means that the Notes are intended upon issue to be 
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allow Eurosystem eligibility: deposited with one of the ICSDs as common 
safekeeper[, and registered in the name of a nominee of 
one of the ICSDs acting as common 
safekeeper,][include this text for registered notes]] and 
does not necessarily mean that the Notes will be 
recognized as eligible collateral for Eurosystem 
monetary policy and intra day credit operations by the 
Eurosystem either upon issue or at any or all times 
during their life.  Such recognition will depend upon the 
ECB being satisfied that Eurosystem eligibility criteria 
have been met.][include this text if “yes” selected in 
which case bearer Notes must be issued in NGN 
form][Notes admitted to trading on the PSM may not be 
recognised as eligible collateral for Eurosystem 
monetary policy and intra day credit operations by the 
Eurosystem either upon issue or at any or all times 
during their life] 
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Notes 

 

* Required for derivative securities to which Annex XII to the Prospectus Directive Regulation applies. 

 
1  Only include details of a supplemental Prospectus in which the Conditions have been amended or 

information added for the purposes of all future issues under the Programme. 

 
2 If the Final Redemption Amount is other than 100% of the nominal value, the Notes will be derivative 

securities and the requirements of Annex XII to the Prospectus Directive Regulation will apply by virtue of 
LR 4.2.4. This pro forma has been annotated to indicate where the key additional requirements of Annex XII 
are dealt with. Where Annex XII is not applicable but income on the Notes is linked to an underlying, 
nevertheless consider including disclosure in relation to the underlying. 
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GENERAL INFORMATION 

(1) The listing of the Notes on the Official List will be expressed as a percentage of their nominal amount 
(exclusive of accrued interest). It is expected that each Tranche of the Notes which is to be admitted to 
the Official List and to trading on the PSM will be admitted separately as and when issued, subject 
only to the issue of a Temporary Global Note or Permanent Global Note (or one or more Certificates) 
in respect of each Tranche. The listing of the Programme in respect of the Notes is expected to be 
granted on or before 13 April 2011. Prior to official listing and admission to trading, however, dealings 
will be permitted by the London Stock Exchange in accordance with its rules. Transactions will 
normally be effected for delivery on the third working day after the day of the transaction. However, 
unlisted Notes may be issued pursuant to the Programme. 

(2) The Issuer and the Guarantors have obtained all necessary consents, approvals and authorisations in 
England and Wales (and in the case of Greensands Holdings Limited, Jersey) in connection with the 
establishment and update of the Programme and the Guarantee. The establishment of the Programme 
was authorised by a resolution of the board of directors of the Issuer and passed on 5 April 2011 and 
the giving of the Guarantee by the Guarantors was authorised by a resolution of the board of directors 
of each of the Guarantors and passed on 5 April 2011. 

(3) There has been no significant change in the financial or trading position of (i) the Issuer since its 
incorporation on 28 March 2011, (ii) Greensands (UK) Limited or its group (which comprises 
Greensands (UK) Limited and its subsidiaries) since 31 March 2010, or (iii) the Guarantors (other than 
Greensands (UK) Limited) or of their Groups since 30 September 2010 and no material adverse 
change in the prospects of the Issuer since its incorporation on 28 March 2011 or of the Guarantors or 
of the Group since 31 March 2010. 

(4) Neither the Issuer, the Guarantors nor the Group is involved in any governmental, legal or arbitration 
proceedings (including any such proceedings which are pending or threatened of which the Issuer or 
any Guarantor is aware) during the 12 months preceding the date of this Prospectus which may have or 
has had in the recent past significant effects on the financial position or profitability of the Issuer, the 
Guarantors or the Group. 

(5) Each Bearer Note having a maturity of more than one year, Receipt, Coupon and Talon will bear the 
following legend: “Any United States person who holds this obligation will be subject to limitations 
under the United States income tax laws, including the limitations provided in Sections 165(j) and 
1287(a) of the Internal Revenue Code”. 

(6) The Notes have been accepted for clearance through the Euroclear and Clearstream, Luxembourg 
systems (which are the entities in charge of keeping the records). The Common Code, the International 
Securities Identification Number (ISIN) and (where applicable) the identification number for any other 
relevant clearing system for each Series of Notes will be set out in the relevant Final Terms. 

The address of Euroclear is 1 Boulevard du Roi Albert II, B-1210 Brussels, Belgium and the address 
of Clearstream, Luxembourg is 42 Avenue JF Kennedy, L-1855 Luxembourg. The address of any 
alternative clearing system will be specified in the applicable Final Terms. 

(7) There are no material contracts entered into other than in the ordinary course of the Issuer’s or 
Guarantors’ business which could result in any of them being under an obligation or entitlement that is 
material to the Issuer’s or Guarantors’ ability to meet their obligations to Noteholders in respect of the 
Notes being issued. 

(8) Where information in this Prospectus has been sourced from third parties, this information has been 
accurately reproduced and as far as the Issuer is aware and is able to ascertain from the information 
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published by such third parties no facts have been omitted which would render the reproduced 
information inaccurate or misleading. The source of third party information is identified where used. 

(9) The issue price and the amount of the relevant Notes will be determined, before filing of the relevant 
Final Terms of each Tranche, based on the prevailing market conditions. The Issuer does not intend to 
provide any post-issuance information in relation to any issues of Notes. 

(10) For so long as Notes may be issued pursuant to this Prospectus, the following documents will be 
available, during usual business hours on any weekday (Saturdays and public holidays excepted), for 
inspection at the registered office of the Issuer and at the specified offices of the Paying Agents for the 
time being: 

(i) the Trust Deed (which includes the form of the Global Notes, the definitive Bearer Notes, the 
Certificates, the Coupons, the Receipts and the Talons); 

(ii) the Agency Agreement; 

(iii) the Intercreditor Agreement; 

(iv) the Security Agreement; 

(v) the Memorandum and Articles of Association of the Issuer and each of the Guarantors; 

(vi) the latest published annual report and audited financial statements of the Issuer and each of the 
Guarantors; 

(vii) each Final Terms (save that Final Terms will only be available for inspection by a holder of 
such Note and such holder must produce evidence satisfactory to the Issuer and the Issuing and 
Paying Agent as to its holding of Notes and identity); 

(viii) a copy of this Prospectus together with the documents, or sections of documents incorporated 
by reference in this Prospectus, any supplement to this Prospectus or further Prospectus; and 

(ix) all reports, letters and other documents, balance sheets, valuations and statements by any expert 
any part of which is extracted or referred to in this Prospectus. 

This Prospectus, the Final Terms for Notes that are listed on the Official List and admitted to trading 
on the PSM will be published on the website of the Regulatory News Service operated by the London 
Stock Exchange at http://www.londonstockexchange.com/exchange/prices-and-news/news/market-
news/market-news-home.html. 

(11) The Issuer has not published any financial statements since its incorporation on 28 March 2011. The 
Guarantors (other than Greensands (UK) Limited) publish interim financial statements. Following the 
date of the Prospectus, Greensands (UK) Limited will publish interim financial statements. 

(12) PricewaterhouseCoopers LLP have audited, and rendered unqualified audit reports on, the financial 
statements of each of the Guarantors for the two years ended 31 March 2010 and 31 March 2009. 

(13) The references on page 1 of each (a) the 31 March 2010 audited annual consolidated financial 
statements of Greensands Holdings Limited (set out in Part 1 of the Appendix to this Prospectus) and, 
(b) the 31 March 2009 audited annual consolidated financial statements of Greensands Holdings 
Limited (set out in Part 2 of the Appendix to this Prospectus), to the “Covenanted default level” for the 
Senior Adjusted Cash Interest Cover being “1.00 times”, should instead be to “1.05 times”. 
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APPENDIX 
INDEPENDENT AUDITORS’ REPORTS AND FINANCIAL STATEMENTS 

GREENSANDS HOLDINGS LIMITED 
PART I 

MARCH 2010 ANNUAL AUDITED CONSOLIDATED FINANCIAL STATEMENTS 
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OPERATING AND FINANCIAL REVIEW 
 
Greensands Holdings Limited (“GSH”) is the ultimate parent company of the Southern Water group of companies.   
 
The Company was incorporated in Jersey on 28 September 2007 and on 15 October 2007 acquired the entire 
shareholding of Greensands Europe Limited, whose subsidiaries include Greensands Investments Limited.  Also on 15 
October 2007, Greensands Investments Limited acquired the entire share capital of Southern Water Capital Limited, the 
then ultimate parent company of the Southern Water group of companies.   
 
The principal operating company in the group is Southern Water Services Limited (“SWS”) and the information 
contained in this Operating and Financial Review (“OFR”) is therefore mainly based upon the activities of this company 
only.  Sections 1 and 2 that follow contain reviews of GSH for the year to 31 March 2010, and SWS for the year to 31 
March 2010, respectively. 
 
1) GREENSANDS HOLDINGS LIMITED 
 

A.  THE BUSINESS 
 
The Company acts as a holding company, with the main trading subsidiary being SWS. 
 
In addition to the activities of SWS (see section 2), the Group holds an investment of 25% in Veolia Water Southeast 
Ltd (formerly Folkestone & Dover Water Services Ltd). 
 
Financial KPIs 
Under the GSH group financial structure, there is a comprehensive set of covenanted financial ratios.  Of these, two 
are key ratios, namely the ratio of consolidated net debt to Regulatory Capital Value (RCV) and the ratios of cash 
income less Current Cost Depreciation and Infrastructure Renewals Charge to consolidated net cash interest cost.  
 
The net debt used in the net debt: RCV ratio is calculated as consolidated short and long-term borrowings less cash 
and short-term deposits.  The RCV is set by Ofwat for five year periods at periodic reviews and reflects forecast 
growth in the asset base.  It is adjusted at each periodic review for any out-performance, shortfalls in outputs or 
permitted additional investment and for certain asset disposals.  The ratio of consolidated net debt to RCV for the GSH 
group is targeted to be maintained at closely below 95% which is the covenanted lock-up level.  Lock-up is defined as 
a restriction on all dividend payments. 

 
Senior adjusted cash interest cover (measured as net cash flow less Current Cost Depreciation and the Infrastructure 
Renewals Charge, to consolidated senior debt interest) is targeted to be maintained above 1.1 times, to meet 
covenanted levels.   
 

 
Key Financial Ratios 
 
Net debt: RCV  
2007-08 performance:   
2008-09 performance:    
2009-10 performance:            
Covenanted lock-up level:  
Covenanted default level:          
 
Senior adjusted cash interest cover 
2007-08 performance:               
2008-09 performance:       
2009-10 performance:               
Covenanted lock-up level:         
Covenanted default level: 
 

 
 
 
 
94.9% 
94.8% 
90.8% 
<95% 
100% 
 
 
1.17 times 
1.39 times 
1.25 times 
1.10 times 
1.00 times 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
1) GREENSANDS HOLDINGS LIMITED (continued) 

 
B.  FINANCIAL PERFORMANCE 
 
Financial Performance 
 
The accounting policies of the Group, including any changes in accounting policies in the period, are set out on page 
32. 
 
Consolidated profit and loss account 
The consolidated profit and loss account of GSH is summarised in Table 1. 
 

Table 1 

Year 
ended 

31 Mar 
2010 

Year 
ended 

31 Mar 
2009 

  £m £m 

Turnover 679.1 677.9 
Cost of sales and admin. expenses (404.5) (393.5)
Other income 0.9 1.1 
Operating profit 275.5 285.5 
Disposal of fixed assets 1.4 5.7 
Net interest (236.8) (252.7)
Profit before tax 40.1 38.5
Tax (35.5) (38.6)
Profit/(loss) after tax and for the financial period 4.6 (0.1)

 
Operating profit largely reflects the trading results of SWS for the year and additional depreciation from the revaluation 
of assets on acquisition.   
 
The profit on disposals of £1.4m relates mainly to the sale of land and buildings.  
 
The profit after taxation for the year amounted to £4.6m (2008-09: loss of £0.1m).  
 
The dividends charged to the profit and loss account in the year totalling £1.8m represent interim dividends of 0.2 
pence per ordinary share (2008-09: the total charge of £80.3m comprised an interim dividend of £59.1m, 6.4 pence per 
ordinary share together with the final dividend for 2007-08 of £21.2m, 2.3 pence per ordinary share).  
.  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
1) GREENSANDS HOLDINGS LIMITED (continued) 

 
B.  FINANCIAL PERFORMANCE (continued) 
 
Balance sheet 
As at 31 March 2010 the Group had tangible fixed assets of £4,927.8m (2008-09:  £4,899.2m), an increase of £28.6m 
from 31 March 2009. This increase results from the capital investment programme of the main operating company of 
the Group, Southern Water Services Limited, offset by depreciation. Total fixed assets as at 31 March 2010 includes 
goodwill arising on acquisition of £110.4m (2008-09: £116.7m). Total fixed assets also includes £15.0m relating to an 
investment in Veolia Water Southeast Limited (formerly Folkestone and Dover Water Services Limited).  
 
Creditors falling due within one year totalled £150.2m (2008-09: £376.5m) as at 31 March 2010.  The reduction of 
£226.3m relates mainly to the repayment of debt of £138.5m relating to the Term Facility Loan under the Senior BidCo 
Agreement entered into by Greensands Investments Limited , and repayment of an amount of £87.2m, which was 
made available to the Group in March 2009 by the shareholders of Greensands Holdings Limited.  
 
Creditors falling due over one year increased by £117.2m to £4,190.4m as at 31 March 2010.  This increase 
principally resulted from inflation on index-linked bonds of £24.7m and interest capitalisation of £48.4m on the 
Eurobond loan, plus an addition of a £50.0m bank facility, offset by amortisation of debt issue costs and bond 
premiums. 
 
As at 31 March 2010, net assets of the Group were £753.8m (2008-09: £790.1m). 
 
Cash flow 
 
During the period the Group had a net cash outflow of £149.8m (2008-09: inflow of £279.9m).  This largely reflects the 
cashflow of the operating company less the repayment of the shareholder loan of £87.2m. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
1) GREENSANDS HOLDINGS LIMITED (continued) 
 

C.  CAPITAL STRUCTURE, LIQUIDITY AND OTHER FINANCIAL MATTERS  
 
Capital Structure and Borrowing Covenants 
In September 2007, a consortium of infrastructure investors established the Greensands group of companies for the 
purpose of the acquisition of 100% of the share capital of Southern Water Capital Ltd (the then ultimate parent company of 
Southern Water Services Ltd). The holding company structure allows for structural subordination of various debt tranches, 
building upon the capital structure and borrowing covenants at Southern Water, the main operating subsidiary. 
 
Southern Water carried out a refinancing of its regulated business in 2003 with the aim of reducing its cost of capital 
through a substantial increase in the proportion of debt finance. At the same time a Common Terms Agreement (the CTA) 
between the members of the Southern Water Financing Group and its debt investors was entered into. The CTA sets out 
the arrangements for the ongoing management of Southern Water’s debt issuance programme, including a set of financial 
covenants, trigger events and events of default.   
 
Interest Rate, Liquidity and Cash Management Risk  
Greensands debt companies, Greensands Investments Limited, Greensands Senior Finance Limited and Greensands 
Junior Finance Limited, have hedged their exposure to floating rate interest risk on 100% of their outstanding debt 
liabilities, by fixing their interest rate liabilities to index-linked obligations to match RPI indexed cash flows of Southern 
Water. Southern Water hedges its exposure to interest rate risk on at least 85% of its outstanding debt liabilities in respect 
of Class A and Class B debt for the period to the next Periodic review and at least 70% in the next period (on a rolling 
basis) into either index-linked or fixed rate obligations.   
 
Additional funds are raised as required, to ensure that sufficient cash and/or facilities are available to fund the business for 
the next twelve months.   
 
The Group sets exposure limits for, and deposits cash balances with, organisations whose credit ratings are rated a 
minimum of Moody’s P1, Standard & Poor A1 or Fitch F1. 
 
The regulatory framework, under which revenues and the RCV are indexed, exposes Southern Water to inflation risk. This 
risk is managed through the use of index-linked instruments within the overall debt portfolio. 
 
An analysis of net debt is included in note 23 to the financial statements. 
 
Credit Risk 
82% of the water and wastewater services revenue is received from household customers.  The 1999 Water Act prohibits 
the disconnection of domestic customers for failure to pay water and wastewater charges.  An extensive range of 
collection and recovery methods are employed, as appropriate to the individual circumstances of the customer, to 
minimise the risk of non-payment.  For non-domestic customers, the right to disconnect supplies for non-payment remains 
and is exercised as appropriate.    
 
The level of provision against non-collection of charges is reviewed on an annual basis, based on the age profile of the 
debt and the likelihood of recovery.  A material increase in uncollected revenue, compared with that assumed in the 
setting of price limits, may provide grounds for an interim price determination by Ofwat.  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED 
 
The following review covers the results for the whole financial year of Southern Water Services Limited to 31 March 
2010 including comparatives. 
 

A.  THE BUSINESS                                                                                                                  
 
Southern Water Services Limited (Southern Water) holds an appointment as a water and sewerage undertaker for the 
South East area of England. Drinking water supplies and wastewater services are provided in an area covering Kent, 
Sussex, Hampshire and the Isle of Wight. These activities, which are referred to as the appointed business, account 
for 99% of turnover. There are also a number of minor activities which are not regulated under the appointment and 
which are described below as the non-appointed activities. 
 
Water Services 
Southern Water supplies high quality drinking water to more than one million properties across the region, through a 
network of 13,658 kilometres of mains, 95 water treatment works and numerous pumping stations and service 
reservoirs.  
 
During 2009-10 we put, on average, some 560 Ml/d into supply, with a peak output of some 651 Ml/d during the 
summer. Of the households served 39% have a meter and pay by reference to the amount of water supplied. Of our 
business customers 88% are metered.   
 
Wastewater Services 
Every day we treat 800 million litres of wastewater from 1.8 million domestic and business properties. Wastewater is 
transported through a network of 21,712 kilometres of sewers and 2,296 pumping stations to 371 wastewater 
treatment works where it undergoes a number of treatment processes. Once treated the water is recycled safely back 
to the environment.  Recycled bi-products from these processes are used to produce agricultural fertilisers/ soil 
conditioners and to generate renewable electricity using anaerobic digestion and Combined Heat and Power (CHP) 
plants.  
 
Non-appointed Activities 
Southern Water also carries out a small number of non-appointed activities associated with the core business.  The 
largest of these is the provision of property search information for homebuyers. During the year 102,000 (2008-9: 
99,000) residential searches were sold. 
 
Regulation of the Water Industry 
The economic regulator for England and Wales is the Water Services Regulation Authority, referred to as ‘Ofwat’. 
Ofwat’s main duties are ensuring companies can finance their functions, protecting customers’ interests and promoting 
competition.  It is also responsible for setting price limits for all appointed water and sewerage undertakers.  These 
price limits apply to the weighted average of water and wastewater charges.  
 
Price limits for the period 2010-11 to 2014-15 were determined by Ofwat in November 2009.  The allowed increases 
for Southern Water are shown in Figure 1 below. Associated with these price limits is a set of required outputs and 
efficiency targets.   
 
Figure 1: Price limits  

 2010-11 2011-12 2012-13 2013-14 2014-15

Allowed price increase ('K' factor) -0.7% 0.0% 3.6% 3.3% -0.1%
 
Charges can be increased by RPI plus the 'K' factor. 
 
Price limits are set to ensure that an efficiently managed company can finance its functions, deliver the best value for 
water consumers and allow water companies to provide a sustainable service into the future. 
 
The setting of price limits by Ofwat is the culmination of a process that began with each company developing and 
publishing a strategic direction statement in October 2007. This sets out our approach to delivering a sustainable water 
and wastewater service for our customers in the long term. Subsequently, draft and final Business Plans were 
submitted to Ofwat to support the PR09 process.      

 
Companies have the right to ask Ofwat to refer the price limits to the Competition Commission if they do not believe 
they will allow them to deliver the expected outputs and finance their functions. While the price limits and output 
expectations contained within Ofwat’s determination represent a significant challenge to the Company, the Board took 
the view that they were on balance achievable and so did not choose to appeal. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

A.  THE BUSINESS (continued) 
 
Competition   
The Water Act 2003 set out a framework for the development of competition within the water industry. On 1 December 
2005, a new water supply licensing regime was launched by Ofwat. This signals a clear drive to develop competition in 
the water sector. To date just one customer (in another company’s supply area) has switched under the regime.  
 
Competition is also possible through cross-border supplies and inset appointments, where the incumbent’s licensed 
area of supply is altered. To date there have been 24 inset appointments, 13 of which have been made since 2007. Of 
these, 11 have been granted to five new entrants to the industry. During the year, one inset appointment in Southern 
Water’s area took effect, with Albion Water providing sewerage services to a new development of 700 homes in 
Hampshire.  
  
A review of competition in the water industry was recently undertaken by Professor Martin Cave on behalf of the 
Government.  The conclusions of this review were published in Spring 2009. The key findings of Professor Cave’s 
report were to recommend that the Government introduce legislation to allow over 162,000 large public and private 
sector organisations in England and Wales to choose their water and sewerage retailer for the first time. The report 
also suggested that retail divisions of water companies be made legally independent from their network business. The 
Government published its response to the review in September 2009, setting out proposed legislative changes 
required to implement the key aspects of Professor Cave’s recommendations. However, there is currently no timetable 
for introducing this legislation. 
 
Ofwat have this year also introduced new requirements to report costs for different parts of the value chain – 
composed of nine ‘business units’. This is part of its accounting separation project, which aims to improve the 
understanding of costs in the water sector. Ofwat sees this as another important step towards developing future 
competitive frameworks. 
 
Strategic Goals 
Southern Water aims to provide resilient, sustainable and value for money services to current and future customers. 
This means we will need to continually review the needs of our customers and the service levels provided. The Board’s 
strategy to achieve this is to focus tightly on the core activities, utilising professional partner companies to provide non-
core support in areas such as IT, Human Resources and Finance. 
 
To ensure that regulatory goals are met and the business delivers to customers effectively and efficiently, the Board 
has endorsed a comprehensive set of performance targets for all areas of the business. In addition, to ensure focus on 
key issues, the Top 10 targets for the organisation are set out annually for all staff.   
 
The Top 10 targets for the coming year are set out below. 
 
 
1. RIDDOR (Reporting of Injuries, Diseases and Dangerous Occurrences Regulations) accidents to be at or 

below the rolling average of 13. 
2. Service Incentive Mechanism (Quantitative element) score to be no more than 500. 
3. For the calendar year 2010 - No more than 6 Wastewater Treatment Sites listed on the EA (Environment 

Agency) MD109 as a numeric compliance failure. 
4. The number of properties internally flooded as a result of overloaded sewers and other causes (excluding 

severe weather) to be less than 300. 
5. For the calendar year 2010 - No more than 150 pollution incidents (categories 1, 2 & 3) arising from foul 

sewers, rising mains and Combined Sewer Overflows (CSOs). 
6. For the calendar year 2010 - Water treatment works coliform non compliance to be 0.08% or better (= no more 

than 7 failed works). 
7. The number of properties experiencing Unplanned Interruptions for greater than 12 hrs to be no more than 390.
8. Leakage to be no more than 83 Ml/d. 
9. Retain ISO 14001 compliance. 
10. Energy generate from sewage sludge to be at least 20% greater than 2009-10. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

A.  THE BUSINESS (continued) 
 
Headline KPIs 
The Top 10 targets are supported by a series of sub-targets and Key Performance Indicators (KPIs) for the 
organisation.  These KPIs are the indicators which the Board regularly monitors and considers key to the achievement 
of its long-term objectives for the organisation as a whole. 
Financial KPIs 
Under the financial structure, there are a comprehensive set of covenanted financial ratios. Of these, there are two key 
ratios, namely the ratio of net debt to Regulatory Capital Value (RCV) and the ratio of cash income to net interest cost. 
 
The net debt used in the net debt: RCV ratio is calculated from Southern Water’s Regulatory Accounts as short and 
long-term senior borrowings less cash and short-term deposits.  The RCV is set by Ofwat for five year periods at 
periodic reviews and reflects forecast growth in the asset base.  It is adjusted at each periodic review for any out-
performance, shortfalls in outputs or permitted additional investment and for certain asset disposals.  The ratio of 
senior debt to RCV is targeted to be maintained at below 85%, in line with our debt covenants.   
 
Senior adjusted cash interest cover (measured as net cash flow less Current Cost Depreciation and the Infrastructure 
Renewals Charge, to senior debt interest) is targeted to be maintained above 1.1 times, to meet covenanted levels.   
 

Net debt: RCV  
2007-08 performance: 
2008-09 performance: 
2009-10 performance: 
Covenanted lock-up level: 
 
Senior cash interest cover  
2007-08 performance: 
2008-09 performance: 
2009-10 performance: 
Minimum target trigger level: 

 
77% 
81% 
79% 
<85% 
 
 
1.4 times 
1.7 times 
1.4 times 
1.1 times 

 
Customer Services  
Overall performance across all areas of the business is measured by Ofwat using an Overall Performance Assessment 
(OPA) index, which takes in a range of measures including customer service, service interruptions, water pressure, 
leakage and pollution incidents.  Price limits can be adjusted for comparatively good or poor performance on the OPA 
index at price reviews.   
 
Ofwat has specified a range of customer service indicators which it monitors and reports on each year.  The Board 
pays particular attention to these indicators and Southern Water’s comparative performance, with the aim of achieving 
an incremental improvement in the score each year.   
 
We are continuing to show improvement within Customer Services and recent initiatives are keeping us on track to 
achieve our target Customer Services OPA maximum score of 37.5 points.   
 
The table below shows comparable performance: 
 
Customer services  
 
Overall Performance Assessment 
2008-09 performance:                         
2009-10 target:    
2009-10 performance: 

 
 
 
35.6 points 
37.5 points 
37.5 points 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

A.  THE BUSINESS (continued) 
 
Customer Services (continued) 
 
The OPA score is made up of six Ofwat-defined measures relating to customer service, as set out in the table below: 
  
Customer Services  
Overall Performance Assessment components 
 
DG6 – Percentage of billing contacts dealt with in 5 days 
DG7 – Percentage of written complaints dealt with in 10 days 
DG8 – Proportion of meters read 
DG9(i) – Percentage of calls not abandoned 
DG9(ii) –All lines busy – percentage not engaged 
DG9 (iii) – Customer satisfaction score (out of 5) 

 
Target 
 
99.5% 
99.8% 
99.8% 
94.2% 
99.2% 
4.45 

 
Actual 
 
99.9% 
99.8% 
99.8% 
94.8% 
99.5% 
4.38 

 
From 1 April 2010 Ofwat will be replacing the OPA measure with a new Service Incentive Mechanism (SIM). This new 
mechanism will compare, across all water companies, the ease of customer telephone contact, the number of 
unwanted contacts, complaints and customer satisfaction. Companies’ scores on the new measure from 2011-12 will 
be taken into account in setting prices at the next price review.   
 
The Board will be monitoring closely our performance on the measure with the goal of securing a positive price 
adjustment at the next price review. 
 
Water Services 
The provision of high quality drinking water is fundamental to public health.  The Drinking Water Inspectorate (DWI) 
oversees standards of drinking water in England and Wales and Southern Water is required to monitor water quality at 
its water treatment works, reservoirs and at customer taps.  The overall DWI measure of tests meeting the standards 
at customer taps is reported as percentage mean zonal compliance and is measured over the calendar year.  This is 
the key measure of the quality of water received by customers.  Maintaining mean zonal compliance as close to 100% 
as practicable is a key target to ensure consistently high standards for customers.     
 
Minimising leakage is a key component of the strategy to ensure adequacy of water resources.  Southern Water’s aim 
is to beat annual leakage targets set by Ofwat (92 Ml/d for 2009-10) maintaining its position as the water and sewerage 
company with the lowest leakage levels in the industry, measured on a per property basis.  
 

Drinking water compliance (based on calendar years) 
2005 performance:     
2006 performance:     
2007 performance:    
2008 performance: 
2009 performance: 
2010 target:  
 
Leakage (based on financial years) 
2005-06 performance:   
2006-07 performance:   
2007-08 performance:    
2009-10 performance: 
2010-11 target:                                      

99.96% 
99.95% 
99.95% 
99.97% 
99.98% 
99.99% 
 
93 Ml/d 
82 Ml/d 
83 Ml/d 
87 Ml/d 
95 Ml/d 
83 Ml/d 
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OPERATING AND FINANCIAL REVIEW (continued) 
 

2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

A.  THE BUSINESS (continued) 
 
Wastewater Services  
The operation of such an extensive wastewater infrastructure has the potential to cause adverse effects on the natural 
environment.  Southern Water’s goal is to minimise these potential impacts by ensuring that pollution incidents are kept 
to a minimum and treated wastewater is appropriately and safely recycled back into the environment. We are 
committed to meeting or improving upon legislative and regulatory environmental requirements and codes of practice. 
 
In 2007 we produced a step change in our environmental performance and this improved position has been largely 
maintained in 2008 and 2009.  
 
Our performance highlights are summarised below: 
• Reduction in the most serious pollution incidents since 2006 
• Step change in Wastewater Treatment Works compliance in 2007 sustained in 2008 and 2009 
• Described by the Environment Agency as one of the water industry’s ‘best performers’ in 2008 

 
Pollution incidents (based on calendar years) 
(Category 1 ‘Major’, Category 2 ‘Significant’) 
 
2005 performance:       
2006 performance:       
2007 performance:       
2008 performance:      
2009 performance: 
2010 target:  
 

 
13 Category 1&2 pollution incidents 
15 Category 1&2 pollution incidents 
  7 Category 1&2 pollution incidents 
  4 Category 1&2 pollution incidents 
  9 Category 1&2 pollution incidents 
  5 Category 1&2 pollution incidents 
 

Wastewater treatment works compliance (failures of numeric consents) 
 
2005 performance:   
2006 performance:   
2007 performance:     
2008 performance: 
2009 performance: 
2010 target: 

 
14 
15 
3 
3 
4 

No more than 6
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

B.  FINANCIAL PERFORMANCE 
 
Financial Performance 
The accounting policies of the company, including any changes in accounting policies in the year, are set out in the 
financial statements of Southern Water Services Ltd for the year to 31 March 2010.  
 
Profit and Loss Account 
The profit and loss account of Southern Water Services Ltd is summarised in Table 1.   
 

 Years ended 31 March Change 
Table 1 2010 2009  
  £m £m % 

Turnover 679.1 677.8 0.2 
Cost of sales and admin. expenses (375.4) (363.9) (3.2) 
Other income 0.2 0.3 (33.3) 
Operating profit 303.9 314.2 (3.3) 
Profit on disposal of fixed assets 1.4 7.6 (81.6) 
Net interest (115.2) (172.4) 33.2 
Profit before tax 190.1 149.4 27.2 
Tax (60.8) (52.0) (16.9) 
Profit after tax 129.3 97.4 32.8 
Dividends (40.9) (120.1) 65.9 
Retained profit/ (loss) 88.4 (22.7) 489.4 

 
Operating profit for 2009-10 decreased by 3.3% to £303.9m (2008-09: £314.2m).  This decrease was largely due to the 
3.2% increase in cost of sales and administrative expenses. 
 
Turnover increased by 0.2% to £679.1m (2008-09: £677.8m) compared with an average tariff increase on measured 
and unmeasured income of 5.8%. The tariff increase is offset by a decline in demand for water from measured 
domestic and business customers resulting from the economic downturn together with the impact of continued high 
levels of customers switching to measured supplies and the inclusion in the prior year’s turnover of non-recurring 
revenue resulting from our Income Maximisation project.   
 
Costs increased by 3.2% to £375.4m (2008-09: £363.9m).  This increase resulted mainly from the impact of higher 
depreciation charges and bad debt provision costs partially offset by operating efficiencies.  
 
The profit on disposals of £1.4m (2008-09: £7.6m) relates mainly to the sale of land and buildings. 
 
Net interest payable of £115.2m decreased by 33.2% (2008-09: £172.4m). Of this decrease £42.8m related to non-
cash interest associated with inflation on index-linked bonds. The remaining movement results from a net reduction in 
the level of interest payable on bonds following the repayment of the Mezzanine debt in April 2009, offset by a 
reduction in interest receivable on cash deposits and a non-cash financing charge on the pension deficit. 
 
The profit after taxation for the year amounted to £129.3m (2008-09: £97.4m).  
 
On 28 April 2010 the directors declared a final dividend for 2009-10 of £35.0m, equivalent to £625 per ordinary share 
to be paid during 2010-11. No final dividend was paid in relation to 2008-09. The dividends charged to the profit and 
loss account in the year totalling £40.9m represent interim dividends of £731.13 per ordinary share (2008-09: the total 
charge of £120.1m comprised an interim dividend of £98.9m, £1,776.18 per ordinary share together with the final 
dividend for 2007-08 of £21.2m, £378.57 per ordinary share).  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

B.  FINANCIAL PERFORMANCE (continued) 
 
Cash Flow statement 
Net cash inflow from operating activities decreased to £389.4m for 2009-10 from £443.3m in 2008-09. This decrease is 
principally the result of an exceptional one off lump sum payment of £56.1m made by the company into the Southern 
Water Pension Scheme.  
 
The net cash outflow from returns on investment and servicing of finance decreased to £96.6m for 2009-10 from 
£106.8m in 2008-09, due to lower interest paid following the repayment of the Mezzanine debt in April 2009. This 
saving has been partially offset by lower interest receivable on cash deposits as a result of the reduction in Bank of 
England base rates. 
 
The outflow of cash relating to the purchase of tangible fixed assets was £226.7m (2008-09: £330.6m) and the net 
cash inflow before financing in 2009-10 was £12.8m (2008-09: £117.1m outflow).   
 
During the year net cash outflow from financing was £84.5m mainly as a result of the repayment of the Mezzanine debt 
and the issuance of a new £50.0m loan facility, as part of the overall company financing strategy.   
 
Balance Sheet 
At the end of the year to 31 March 2010, Southern Water had fixed assets of £3,695.8m (2008-09: £3,645.8m) an 
increase of £50.0m from March 2009.  This increase results from the capital investment programme offset by 
depreciation.   
 
Debtors falling due within one year increased to £234.5m at 31 March 2010, from £212.6m. This increase is as a result 
of an increase in prepaid expenses and an amount of £17.4m owed by group undertakings. 
 
As at 31 March 2010 Creditors falling due within one year totalled £194.4m, the reduction from £311.2m at 31 March 
2009 results from the repayment of the Mezzanine debt in April 2009. Creditors falling due after one year increased by 
£66.8m to £3,460.0m as at 31 March 2010, this increase principally resulted from inflation on index-linked bonds of 
£13.7m and the receipt of a deferred swap credit of £38.3m and an inter-company creditor of £14.4m as part of the 
restructuring of the Mezzanine debt as described in note 16 to the financial statements of Southern Water Services 
Ltd. 
 
The net pension deficit decreased to £65.9m following the latest actuarial valuation, as described in note 22. 
 
Overall net assets increased from £761.0m to £810.3m. 
 
Dividend policy 
Distributions may comprise normal dividends, special dividends and shareholder loan payments. Board decisions in 
respect of annual distributions will reflect consideration relevant to directors' duties at law and under the Ofwat 
administered regulatory arrangements.  
Distribution proposals submitted to the board will include an assessment of the proposed distribution on the Company's 
credit rating, headroom under debt covenants, potential impact on the financial flexibility and the ability of the Company 
to deliver its capital programme.  
Distribution proposals submitted to the board will also include an assessment of the Company's performance against 
the business plan including expected performance over the balance of the regulatory period. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

C.  CAPITAL STRUCTURE, LIQUIDITY AND OTHER FINANCIAL MATTERS  
 
Capital Structure and Borrowing Covenants 
Southern Water carried out a refinancing of its regulated business in 2003 with the aim of reducing its cost of capital 
through a substantial increase in the proportion of debt finance. At the same time a Common Terms Agreement (the 
CTA) between the members of the Southern Water Financing Group and its debt investors was entered into. The CTA 
sets out the arrangements for the ongoing management of Southern Water’s debt issuance programme, including a set 
of financial covenants, trigger events and events of default.   
 
Interest Rate, Liquidity and Cash Management Risk  
Southern Water hedges its exposure to interest rate risk on at least 85% of its outstanding debt liabilities in respect of 
Class A and Class B debt for the period to the next periodic review and at least 70% in the next period (on a rolling 
basis) into either index-linked or fixed rate obligations.   
 
Additional funds are raised as required, to ensure that sufficient cash and/or facilities are available to fund the business 
for the next twelve months.   
 
The Company sets exposure limits for, and deposits cash balances with, organisations whose credit ratings are rated a 
minimum of Moody’s P1, Standard & Poor A1 or Fitch F1. 
 
The regulatory framework, under which revenues and the RCV are indexed, exposes Southern Water to inflation risk. 
This risk is managed through the use of index-linked instruments within the overall debt portfolio. 
 
An analysis of net debt is included in note 21 to the financial statements of Southern Water Services Limited. 
 
Credit Risk 
82% of the water and wastewater services revenue is received from household customers.  The 1999 Water Act 
prohibits the disconnection of domestic customers for failure to pay water and wastewater charges.  An extensive 
range of collection and recovery methods are employed, as appropriate to the individual circumstances of the 
customer, to minimise the risk of non-payment.  For non-domestic customers, the right to disconnect supplies for non-
payment remains and is exercised as appropriate.    
 
The level of provision against non-collection of charges is reviewed on an annual basis, based on the age profile of the 
debt and the likelihood of recovery.  A material increase in uncollected revenue, compared with that assumed in the 
setting of price limits, may provide grounds for an interim determination of K by Ofwat.  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

D.  OPERATIONAL PERFORMANCE 
 
Water services 
Water Companies in England have all now drafted and consulted on their water resources plans and Southern Water’s 
plan was approved by DEFRA and our final plan was published in October 2009. The Water Resources plan set out 
how the Company intends to meet its anticipated demands over the next 25 years. The plans are reviewed every year 
and consulted on in detail every 5 years or when there has been a material change in circumstances. In the South East 
of England an additional layer of interaction occurs as each of the companies, Ofwat, the Environment Agency and the 
Consumers Council for Water work together to find the best regional solution for customers.  
  
The core aspect of the plan is to meet the anticipated demand in the most cost effective and sustainable way and this 
will be achieved through leakage reductions, universal metering and developing new resources. 
 
Drinking water quality continued to be high across the region.  Mean zonal compliance, based on compliance at the 
customer tap with DWI standards, remained high at 99.98% for the 2009 calendar year. To maintain these high 
standards each year over 640,000 tests are carried out on water from its source to the customer’s tap.  Drinking water 
supply operations are accredited to ISO 9001 standards.  Over the current price limit period further capital investment 
will be made in order to reduce turbidity (cloudiness) at four sources and reduce nitrate concentrations at a further two 
groundwater sources. 
 
Environmental  
Southern Water recognises that its activities have an effect on the natural environment, through the abstraction of 
water for supply and the discharge of treated effluent to water courses and the marine environment.  Both abstraction 
and effluent discharges are regulated by the Environment Agency via abstraction licences and discharge consents.  
 
During the 2009 calendar year only 4 of our 371 Wastewater Treatment Works failed to comply with their consent 
conditions.  This performance sustained the performance achieved in 2007 and 2008 which was a dramatic 
improvement on the 15 failures in 2006.     
 
Pollution incidents occur mainly as a result of failures in the sewerage network.  Incidents are classified as Category 1, 
2 or 3 by the Environment Agency with categories 1 and 2 representing the most serious incidents. Whilst Southern 
Water always works hard to avoid any incidents occurring, the nature of wastewater operations and the extent of the 
sewerage network mean that some incidents are inevitable.  Southern Water has an incident response team on 
standby to ensure that where incidents do occur, their impact on the environment is minimised. Both minimising the 
number of pollution incidents and ensuring compliance with discharge consents continue to be part of the Company’s 
Top 10 targets.   
 
Bathing water quality 
During the 2009 bathing water season (1 May to 30 September) the Environment Agency tested 81 beaches in the 
region for compliance with the EU Bathing Water Directive standards. All 81 beaches met the mandatory EU standard 
whilst 77% also met the much stricter (twenty times tighter) guideline standard. This is the water quality standard 
required for ‘Blue Flag’ status. 
 
Customer service  
In accordance with our continuous improvement plan, we have made further advancement during 2009-10 and are 
currently on schedule to achieve our target of maximum Customer Service Overall Performance Assessment (OPA) 
points.  
 
Of the six elements making up this score, company targets for all but one have been met or exceeded as set out in 
Section A. The only exception is the customer satisfaction score which at 4.38 (out of 5) was just below the target level 
of 4.45.  
 
As described above, the OPA will be replaced by a new incentive mechanism (SIM) from 1 April 2010. Performance 
against this new measure will be a critical success factor for our Customer Services team from 2010-11. However, we 
will continue to monitor our performance against the current indicators and seek to continue to improve our 
performance against these metrics. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

D.  OPERATIONAL PERFORMANCE (continued) 
 
Customer service (continued) 
We have continued to improve and enhance our processes and procedures, redesigned and improved our web site, 
and enhanced our recruitment process. We have also undertaken comprehensive training and development of new 
and existing staff, including the development of a course entitled the “Customer Services School of Excellence” which 
we are running in conjunction with the Institute of Leadership and Management. This will enhance customer service 
through better-enabled staff dealing with enquiries and will also benefit our staff by providing a portable skill, in some 
cases leading to a formal qualification. We now have improved service in terms of both wait times and customer 
experience and a significantly increased choice of service channels and the convenience of 24 hour ‘self-service’ 
options. 
 
We have worked continually with our key service providers throughout this period to ensure our back-office activities 
are consistent in terms of quality and performance with the needs of our customers. We have enjoyed continuous 
improvement throughout 2009-10, resulting in a reduction in the level of repeat contacts and complaints.  During 2008-
09, we reduced written complaints by 48% compared to the previous year, the greatest improvement within the 
industry. This year we are continuing the momentum, currently running at around 39% further reduction. 
 
Moving forward into 2010-11, we plan to further enhance our customer experience with more improvements to our staff 
training programmes and a number of initiatives designed to increase the level of first-time resolution of customer 
enquiries and reduce the need for repeat contact.  
 
Energy use 
Energy and Carbon Management 
The increasing importance of Energy and Carbon Management is recognised and a new Carbon Reduction 
Management team has been formed. The team has achieved an early success with the recent award of the Carbon 
Trust Standard a national standard recognising companies that have taken steps to measure and manage their carbon 
emissions over a three year period. Southern Water’s ‘green’ achievement is a combination of the Company increasing 
the amount of renewable energy it produces, increasing the efficiency of its operations and treatment works and 
improving the way emissions are measured and reported. 
 
Generation 
Southern Water continued to generate renewable energy from their eleven Combined Heat and Power (CHP) plants. 
Further CHP opportunities were identified in our PR09 Business Plan to Ofwat for delivery in AMP5 and schemes at 
Aylesford, Ham Hill and Ashford have since been brought forward on a deferred payment basis and construction is well 
underway. The remaining scheme at Brighton & Hove will be delivered as part of the main contract. Southern Water 
has also continued to maximise the use of its diesel fuelled standby generators throughout the winter months to 
minimise the impact of peak winter tariffs known as ‘Triads’. 
 
The generators were also used throughout the year to support the National Grid during periods of high demand by 
participating in a scheme known as Short Term Operating Reserve (STOR) whereby Southern Water receive payment 
for making the generators available for National Grid to call up. Proposals to generate power from Hydro recovery 
turbines installed in our outfall pipes were identified in our Business Plan and a detailed technical and economic review 
is underway to provide accurate information to go out to the market for competitive quotes to install turbines at up to 5 
sites. 
 
Energy Usage 
Southern Water has continued to optimise its energy consumption and mitigate the effect of peak winter tariffs by 
optimising site load profiles to consume less electricity during these peak periods. Data on energy consumption is now 
reported to the business monthly and proposals to provide enhanced power consumption monitoring at our top 20 
power consuming sites has been progressed along with our proposals to roll out Automatic Meter Reading (AMR) 
devices at 2,000 sites to provide accurate consumption data which will eliminate estimated billing and help identify 
opportunities for further optimisation.  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

D.  OPERATIONAL PERFORMANCE (continued) 
 
Energy use (continued) 
 
Carbon footprint 
Southern Water has continued to measure and report its Carbon footprint each quarter in readiness for the introduction 
of the CRC Energy Efficiency Scheme (CRC) in April 2010 when we will have to purchase carbon vouchers in 
proportion to our emissions. The recent accreditation to the Carbon Trust is recognised by the CRC scheme as 
companies taking ‘Early Action’ to manage and reduce their emissions and this will be reflected in the scoring and 
league table positions for years 1, 2 and 3 of the scheme. As part of our PR09 business plan submission to Ofwat we 
carried out a detailed assessment of the anticipated emissions to construct and operate all the schemes put forward 
and we are now looking to build on this by developing a ‘Carbon’ standard to provide guidance to our designers and 
contractors to ensure that the carbon impact of schemes is fully understood and consistently assessed at all stages. 
 
Cleaner Seas for Sussex 
Southern Water has started work on a £200 million scheme to bring significant environmental improvements to the 
East Sussex coastline. The Company is building a wastewater treatment works and sludge recycling centre on land at 
Lower Hoddern Farm in Peacehaven. Once complete it will deliver modern wastewater treatment facilities to serve the 
communities between Hove and Peacehaven and will ensure that the effluent discharges meet the requirements of the 
EU Urban Wastewater Directive. 
 
Southern Water awarded a contract to 4Delivery in June 2009 to commence the building works to deliver this vitally 
important scheme by the spring of 2013. Works have now commenced at multiple sites along the coast in addition to 
the Lower Hoddern Farm site. Prior to the main earthworks commencing environmental teams conducted full 
ecological checks at each of the sites to ensure wildlife is protected. Archaeologists have also been on site to make 
sure any important historical material is not damaged. At Peacehaven the archaeological strip produced evidence of 
roundhouses, a burial and a complete late Iron Age to early Roman pot believed to date back to between 10-70 AD. 
 
Once the earthworks and deep excavations are complete, work will commence on the main structures associated with 
the works. Preparation work is currently underway for the construction of the new 11 km sewer being created as part of 
the scheme and tunnelling activity is due to start in spring 2010. 
 
Through a dedicated communications team, extensive community and stakeholder engagement is being conducted 
around the scheme including newsletters, micro-site, community liaison group meetings, one-to-one meetings, letters 
and updates. 
 



 
GREENSANDS HOLDINGS LIMITED 

 

 16

OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

E.  LOOKING AHEAD 
 
The 2009 Periodic Review 
This has been a key year in the regulatory world, with the setting of new price limits. The 2009 Periodic Review 
(PR09), which concluded with the announcement of final determinations in November 2009, set price limits for the 
period from 2010-11 to 2014-15. 
 
This is the culmination of a process that began in October 2007 with the publication of our Strategic Direction 
Statement. This document set out our 25-year vision, reflecting customers’ views on the standards they expect from 
Southern Water and the Company’s delivery plans. We set out our key objectives as: 

• The provision of resilient services to customers in a changing environment 
• The facilitation of sustainable growth 
• Recognition of our services as providing best value for money 

 
In August 2008 Southern Water published its Draft Business Plan which set out what could be achieved during the 
period 2010-2015.  We consulted widely on this draft plan and subsequently made revisions and refinements before 
publishing our Final Business Plan on 7 April 2009.  This plan sets out in detail our investment proposals to maintain 
and enhance services to customers. 
 
Key aspects of our five-year plan included: 

• the completion of a new £200m wastewater treatment works for Brighton & Hove 
• a universal metering programme to install meters for all customers by 2015, giving them greater control over 

their water bills 
• reducing our carbon emissions significantly 
• reducing the number of properties at risk of internal flooding 
• completing the National Environment Programme of investment and investigations 

 
Ofwat’s determination made some tough assumptions on forecast revenues which impact working capital, the costs of 
delivering the investment programme, and on the level of operating costs including funding for the pension deficit; 
however we are committed to deliver our obligations over the next five years. The determination also took less account 
of some of the longer-term issues facing the industry such as the need for higher levels of asset replacement. Ofwat 
began the process by asking us to set out our 25-year strategy however, the assumptions in the price limits set take 
less account of the long term sustainable level of asset replacement and focus on keeping prices as low as possible 
over the next five years. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

F.  RESOURCES AND KEY RELATIONSHIPS 
 
Management  
The Board of Southern Water is responsible for the overall strategic direction of the business.  During the year the 
Board consisted of two executive directors, the Chief Executive Officer and the Finance Director, an independent non-
executive Chairman and six non-executive directors of whom four were independent.  We are required by our 
regulatory licence to have at least three independent non-executive directors.   
 
The day-to-day operations of the business are overseen by the Executive Management Team.   This group, led by the 
Chief Executive Officer, consists of the Company Secretary and the directors of each department – Finance, 
Operations, Capital Delivery, Assets and Data, Regulation and Competition, Customer Services and Revenue, 
Universal Metering Programme, Commercial and IT, Human Resources and Communications.   
 
People  
At the year end, Southern Water employed 1,476 full time equivalent staff across the region.   This number has 
decreased by 67 from last year.  This reflects a normal level of attrition together with the outsourcing of a number of 
staff as part of the establishment of the Multi Service Framework (described further below). 
 
The Company is committed to improving our employees' skills through continued learning and our strategic investment 
in staff development continued through the year.  A number of development programmes were completed including: 
‘Discovery’ – a series of structured modules designed to improve management and leadership, and ‘Dynamo’ – a 
training programme designed to increase the skill base of operational staff.  During the year 290 individuals from 
across the organisation attended Leadership Conferences designed to engage people and develop business solutions 
to further improve services to customers. 
 
The development of the skill base was further enhanced during the year with an increased intake of apprentices and 
graduates to the business. In addition we continued the sponsorship of an innovative engineering Masters degree in 
conjunction with the University of Brighton. 
 
Southern Water continues to support and encourage staff to fully participate in the organisation.  This increases 
motivation, enthusiasm and performance.  
 
Key Partners 
During this period Southern Water has focused on ensuring the effective conclusion of five year capital investment 
programme ahead of targets with an emphasis on ensuring continuity of service leading into the AMP5 period. 
 
In order to ensure continuity of performance and service from AMP4 to AMP5, Southern Water has been implementing 
its sourcing strategy to maintain and improve the delivery of operational and capital outputs for the AMP5 period. The 
primary focus has been to establish new Multi Service Framework agreements for all core Utility Services, covering 
water distribution, sewerage networks and mechanical and electrical maintenance. 
 
Technical support for the AMP5 programme will be provided through seven new Engineering Framework Agreements 
and we are preparing a Sourcing Process to create Construction Framework agreements. This process supports the 
delivery of the program and ensures optimum Commercial Solutions.   
 
In addition Commercial arrangements have been extended with 4 Delivery to secure the delivery of the Brighton & 
Hove Scheme and a number of “early start” schemes in the AMP 5 programme. 

 
The Master Framework Agreements which Southern Water established to deliver a variety of 'back office' services 
including correspondence handling, IT Infrastructure management, Finance and Accounting and Engineering Solution 
and Design.  These have continued to show impressive improvements in both quality of service and value for money. 
Based on this performance Commercial arrangements are being finalised to extend current agreements through to 31 
March 2015.   
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

G.  RISK MANAGEMENT 
 
Risk management is embedded within Southern Water.  A central database of key risks is maintained and all 
managers have access to and the ability to raise risks on the database.  Risks are assessed in terms of impact in the 
following areas: 
• Financial 
• Reputation 
• Health and safety 
• Security of supply  
• Regulatory, environmental and legal 
 
Creating clear visibility throughout the organisation of all key risks ensures that adequate controls are put in place or 
mitigating action taken to reduce the impact or likelihood of the risk manifesting.  All risks within the database are 
assigned to a manager to ensure clear ownership of risks and responsibility for their control and mitigation.   
 
All risks scoring in the highest category are reviewed by the Chief Executive Officer and all risks above a specified 
threshold are reviewed regularly by the Executive Management Team.   
 
To ensure ongoing compliance with policies and standards of the Company and regulatory and legal requirements, all 
senior managers are required to sign a six-monthly Letter of Compliance, certifying that the function for which they are 
responsible complies with all relevant requirements.   
 
KEY RISKS 
 
Regulatory Risk  
Southern Water is a highly regulated business.  The water sector has three main regulators – Ofwat, the Environment 
Agency and the Drinking Water Inspectorate.  Not meeting any of the regulatory requirements or failing obligations 
placed upon the Company by regulators could result in financial loss through the price setting mechanism, fines, legal 
enforcement action and ultimately the loss of the appointment as a water and sewerage undertaker.  Any change in 
regulatory policy could also have a significant impact on the organisation. The most prominent of these risks currently 
are: 
 
The risk of Ofwat’s PR09 determination proving too tight 
Whilst the Board believes it can fulfil and finance its obligations over the next price limit period, it is clear that Ofwat’s 
PR09 price settlement presents a very tough challenge for the Company. In particular, Ofwat’s revenue forecasts are 
significantly higher than those of the Company, and as a result the Company will need to manage a tight liquidity 
position throughout the current regulatory period. Whilst any revenue shortfall will be corrected at the next price review, 
through Ofwat’s new Revenue Correction Mechanism, this is an untested process, and the correction will be spread 
over the period from 2015 to 2020.   

 
In addition, there are a number of operating cost pressures that Ofwat have not allowed for in full in its price 
determination, including the costs of funding pension deficits, energy costs and the rising cost of bad debts as a result 
of the economic downturn.  The challenge of maintaining the serviceability of our assets in the light of the reduced level 
of funding allowed for in price limits also represents a key risk.   
 
The risk of the competition framework for water developing in a way that unfairly disadvantages incumbent 
companies  
Ofwat has made clear its determination to introduce greater competition in the water industry over the next five years. 
Whilst Southern Water welcomes competition where it is in the interests of customers, there is a risk that in its attempts 
to encourage customer switching, the framework established by Ofwat will unfairly disadvantage incumbent water 
companies. 
 
In addition, if the recommendations of the Cave Review with respect to retail separation are pursued and potentially 
are extended to other parts of the value chain, key decisions on the allocation of the Regulatory Capital Value between 
business units will need to be taken. These decisions will have a significant effect on the financial position of the 
individual business units.  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

G.  RISK MANAGEMENT (continued) 
 
KEY RISKS (continued) 
 
Operational Risk 
Water and sewerage services are essential to public health and the safeguarding of the environment.  Whether arising 
from a failure to maintain and invest in assets or operational issues, any failures could lead to interruptions to public 
water supplies, risk to health through supply of unfit water or severe environmental damage from the failure of our 
wastewater assets.  These are ongoing risks which are managed as part of the everyday business. But the impact of 
failure is potentially significant for both customers and the environment.  
 
The key risks in this area are currently as follows: 
 
The risk of not containing pollution incidents and works compliance targets not being met 
Southern Water operates 371 wastewater treatment works and manages more than 21,000km of sewers across four 
counties.  Whilst one of the key objectives for the Company is to minimise the impact of its operations on the 
environment, the scale of these operations means that some incidents and compliance failures are inevitable.  These 
can occur as a result of poor maintenance, human error or system incapacity.   
 
As well as the risk of damage to the environment, such incidents can lead to prosecutions by the Environment Agency 
and fines being imposed as well as damage to the reputation of Southern Water.  To minimise the risk of such 
incidents Southern Water is investing almost £1bn on asset maintenance over AMP5.  It also has a pollution incident 
response team on standby to ensure that where incidents do occur, their impact on the environment is minimised. 
 
The risk of not containing microbiological failures and water supply works compliance targets not being met 
Southern Water operates 95 water supply works across the region. It is essential for the Company to minimise any 
breach of regulations affecting water quality in order to reduce any public health risks; the safeguarding of public health 
is paramount and we have in place control procedures to ensure this. Any regulation breach is thoroughly investigated 
and action is taken to correct.   
 
Such incidents can lead to enforcement by the Drinking Water Inspectorate and affect our serviceability rating given by 
Ofwat both of which can damage the reputation of Southern Water. To minimise the risk of such incidents and failures 
Southern Water have put in place a Water Compliance Project which will identify and deliver improvements to all 
operational water supply works over the early part of AMP5. 
 
Financing Risk 
The Company intends to at least maintain its present risk profile, as measured by its investment grade credit rating.  It 
does not enter into treasury transactions for the purpose of speculation, but only to manage risk inherent in the 
business or funding on a prudent basis. 
 
Negative cash flows before financing, which have been a feature of the water industry since privatisation as a result of 
mandatory capital investment requirements, result in an ongoing need to maintain access to the capital markets.   
The risk of a significant increase in interest rates or closure of the capital markets to water companies in 
general 
Any significant movement in interest rates or reduction in the availability of credit to the water industry might put at risk 
the Company’s ability to finance the future capital investment programme. 
 
This risk is managed by ensuring that sufficient cash reserves and liquidity facilities are maintained to finance business 
operations for at least 12 months, the aggregate nominal value of debt maturities does not exceed 40% of RCV in any 
single regulatory period (and 20% of RCV in any 24 month period). Exposure to interest rate rises on current 
borrowings is also hedged by a subsidiary company, Southern Water Services (Finance) Limited, and accordingly 
current borrowings are at either fixed rates or index-linked.   
 
The Company ensures that sufficient funds are available for its operational and capital investment programme through 
ongoing monitoring and forecasting of cash flow and takes steps accordingly. 
 
A stable regulatory regime is vital to ensuring ongoing access to capital and Southern Water works with the rest of the 
industry, through Water UK, to ensure that Ofwat appreciates the importance of this stability.   
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

G.  RISK MANAGEMENT (continued) 
 
KEY RISKS (continued) 
 
Financing Risk (continued) 
 
The risk of a sustained period of negative inflation 
Both revenues and capital values are linked to RPI, and deflation during 2009 has raised the risk of a sustained period 
of negative inflation shrinking inflation linked cash flows and reducing the Regulatory Capital Value. This would result 
in a strain on the debt/RCV ratio included in our debt covenants.  
 
This risk is managed by the inclusion of index-linked debt and derivatives within the borrowing portfolio of Southern 
Water, which has the result of moving the value on index-linked debt and derivatives in line with movements in 
inflation, albeit with a time lag. 
 
Capital Investment Risk 
Over the next regulatory period, AMP5, a capital investment programme of £1.7bn has been allowed for in price limits 
by Ofwat. Failure to deliver significant elements of the capital programme risks adjustments to the Regulatory Capital 
Value at the next review, the risk of enforcement action by the Environment Agency, DWI or Ofwat and threats to the 
integrity of services. 
 
The largest single element of the capital programme is the provision of a new wastewater treatment works to serve 
Brighton & Hove, which represents more than 10% of the value of the programme. Good progress has been made with 
the scheme which began at the end of AMP4 after the resolution of significant planning delays.  
 
We continue to closely monitor progress against the allowed investment programme to ensure that any risks or 
programme slippage are pro-actively managed with our regulators. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

H.  CORPORATE RESPONSIBILITY 
 
Environmental Governance 
In 2008 Southern Water was registered to ISO14001, the international standard for environmental management, 
across an operational scope. Southern Water’s management is committed to the development and execution of its 
environmental management system requirements. 
 
The aims of Southern Water’s Environmental Management System (EMS) are: 
 
• To identify, manage and mitigate our impacts on the environment to ensure that present and future 

environmental effects are controlled and that the Company’s environmental performance continually improves; 
and 

• To ensure compliance with environmental legislation, to identify and minimise environmental risk and to 
maximise efficiency savings. 

 
The scope of Southern Water’s ISO14001 certification covers “the supply of water and treatment of wastewater, 
including management of capital projects by project teams and supply chain arrangements; control of operational and 
maintenance activities on our assets; control of waste and its transfer on specific sites; landfill facilities”.  
 
Southern Water’s full commitment to the environment is presented within the Environment Policy, signed by the Chief 
Executive Officer. This is communicated to all employees and relevant contractors.  
 
We have examined the Company’s operational activities to determine the significance each has as a potential impact 
on the environment and combined this with environmental legislation and regulations that apply. Relative significance 
of the various aspects and compliance requirements both influence environmental improvement and action plans 
through development of objective and targets reviewed on a regular basis. This effectively maintains the performance 
commitments in our Environment Policy, supported through a programme of training, checking, audit and management 
review. 
 
Health and Safety  
The health and safety of all employees, customers and contractors continues to be a priority for the Company. Every 
employee can see and comment on the corporate policy statement on Health and Safety. There are regular meetings 
of employee representatives to consider all aspects of Health and Safety. 
 
During 2009-10, a range of Health and Safety initiatives have been run by the Company and many of our main 
contractors under the award winning corporate ‘Aim for Zero Injuries’ brand.  
 
We were awarded the Royal Society for the Prevention of Accidents (RoSPA) President’s Award for the second year 
running in their International Occupational Health and Safety Awards, given to companies who have achieved 10 years 
of excellent Health and Safety performance. Several of our key contractors were also recognised by RoSPA with a 
range of awards during the year. 
  
 
As part of a range of activities to support the European Week of Safety and Health, we ran three separate regional 
Health and Safety Conferences for more than 450 operational staff and key contractors. As we are working 
increasingly closely, this year our key contractors took an enhanced role in the organisation and presentation of the 
conferences. 
 
We also actively supported campaigns held by the UK Health and Safety Executive (HSE) and the European Agency 
for Safety and Health at work; and are members of the HSE’s stakeholder group developing new ways of working as 
part of their national safety strategy. 
 
In December, we ran a campaign that linked safety and Christmas, highlighting issues such as safe driving at that time 
of year. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

H.  CORPORATE RESPONSIBILITY (continued) 
 
Community Programme 
Our commitment to support the communities we serve, protect the environment and raise awareness of the importance 
of drinking water and using it wisely was demonstrated through a series of programmes, sponsorships and donations 
across our region. 
 
Our long-standing Learn to Swim scheme for children aged four to 12 expanded to include new pools and clubs, 
bringing the total number taking part to 77.  They include a new 50 metre pool in Portsmouth which, in addition to 
teaching about 1,000 children a year, will also be used as a training pool for 2012 Olympic hopefuls.  As well as giving 
thousands of children the opportunity to learn to swim every year, the scheme continued to provide training aids, an 
instructors’ seminar and recognise the achievements of exceptional youngsters at two awards ceremonies.  
 
We continued our sponsorship of the South and South East in Bloom competition, which attracted 207 entries, 
including 77 in the schools section.  The winners were presented with trophies by BBC Blue Peter gardener Chris 
Collins at an awards ceremony attended by more than 400 guests. We also developed our Blooming Schools 
programme, which has now seen more than 47,000 children create 316 gardens in their schools.  
  
Now in its 11th year, our popular water efficiency play featuring a family called the Drips was seen by more than 4,000 
children aged five to 11 across our region. Facepack Theatre visited 22 schools and gave 26 performances of the new-
look show, which incorporated our water efficiency and water for health characters Mr Save-It and Mr Drink-It. 
 
Mr Save-It and Mr Drink-It made other visits to schools and we continued our partnership with Worthing Thunder 
basketball team at 32 schools across Sussex to promote healthy lifestyle choices and the importance of water for 
health. 
 
For a third year, we sponsored the Brighton Festival Children’s Parade, which was led by members of our staff. More 
than 4,000 children from 70 local schools took part and each received a water bottle which could be refilled at our 
water station at the end of the parade.  Alongside the festival, we again supported the Festival Fringe by sponsoring 
Fringe City, a free outdoor event for the community over four weekends in May. 
 
We supported the Brighton Theatre Royal’s Christmas creative education programme and 90 children attended 
workshops based around health and vitality. The workshops used the adventure theme of the theatre’s Christmas 
show, Peter Pan, to encourage the children to be active and to look after themselves. The youngsters were then 
invited to a matinee performance of the show.   
 
More than £300,000 was raised through charity events during the year. These included our annual ball, which raised 
£72,000 for the National Society for the Prevention of Cruelty to Children, the Royal National Lifeboat Institution and 
WaterAid. The same three charities also benefited from £70,000 raised at our annual race day, along with Cancer 
Research UK, AAIR (Asthma, Allergy and Inflammation Research), Chestnut Tree House Children’s Hospice and the 
Sussex Community Foundation. 
 
Our 10th anniversary WaterAid golf day raised a record £11,000 for the charity, which provides water, sanitation and 
hygiene education to some of the world's poorest people, while our Health and Safety Charity Challenge, in which we 
make a donation for each hazard or near miss reported in the workplace, raised £12,000 for regional Air Ambulance 
trusts. 
 
In addition, monthly Dress Down Days at our main offices raised £9,365 for 39 charities and our Community Chest 
forum made 112 donations, totalling £14,825, to schools or community groups.  
 
Our Community Volunteering Programme gives staff the opportunity to spend two days a year helping a charity or 
community project and 170 days were taken during the year – a 300 per cent increase on the previous year. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
2) SOUTHERN WATER SERVICES LIMITED (continued) 
 

H.  CORPORATE RESPONSIBILITY (continued) 
 
Awards and Achievements 
Our work was recognised with a number of awards during 2009-10:  

 
1. We won three accolades at the Water Industry Achievement Awards, including a special award sponsored by 

industry regulator Ofwat. The awards were People Initiative of the Year for our apprenticeship scheme, 
designed to increase staff recruitment and retention; Health and Safety Initiative of the Year for reducing the 
number of accidents in the workplace through our Aim for Zero Injuries campaign and Outstanding Innovation 
2009 (sponsored by Ofwat), further recognising our apprenticeship scheme. 

 
2. Our health and safety performance was recognised with a Royal Society for the Prevention of Accidents 

(RoSPA) President’s Award, presented to companies demonstrating outstanding performance in health and 
safety at work by receiving 10 consecutive RoSPA Gold Awards. 

 
3. We won a Chartered Institute of Public Relations (CIPR) President’s Grand Prix for Outstanding Internal 

Communications for our campaign to introduce staff to a new computer system. The campaign was also 
successful in the CIPR PRide Awards for the Home Counties South region, in which our Communications 
department was named Outstanding In-House Public Relations Team for the third year running. We also won a 
silver award in the Best Event category for our Learn to Swim Achiever Awards. 

 
4. We received the Training Award in the Sussex Business Awards for the breadth and depth of our staff training 

and development schemes. 
 

5. A £12.3 million upgrade at our Fullerton Wastewater Treatment Works in Hampshire was recognised as best 
Major Project in the Institution of Civil Engineers South Branch Construction Awards.  

 
6. We won a silver award in the Kent and Medway Highway Authorities and Utilities Committee Considerate 

Contractor Scheme. 
 

7. Our Blooming Schools initiative, which encourages children to improve their school environment as part of our 
sponsorship of the South and South East in Bloom competition, was named Best Low Budget Sponsorship 
(under £50,000) in the UK in the Hollis Sponsorship Awards. 

 
8. We received the internationally-recognised ISO 9001 accreditation for meeting tough targets for our customer 

service. 
 
9. The way in which we have improved our business processes to make life easier for our customers was 

recognised with a UK ARIS Business Process Excellence Award. 
 

10.  Our Aim for Zero Injuries campaign was highly commended in the internal communications category of the 
Fresh PR Awards. Our Learn to Swim scheme was also highly commended for community relations. 
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REPORT OF THE DIRECTORS OF GREENSANDS HOLDINGS LIMITED 
 
The directors of Greensands Holdings Limited (Registered Number: Jersey 98700  present their report and the audited 
financial statements for the year to 31 March 2010. 
 
GROUP 
 
Greensands Holdings Limited (“the Company”) was incorporated on 28 September 2007 as the parent company of 
Greensands Europe Limited, whose subsidiaries include Greensands Investments Limited. 
 
On 15 October 2007, the Company became the ultimate parent company of the Southern Water Group of companies, 
via the acquisition of Southern Water Capital by Greensands Investments Limited. 
 
PRINCIPAL ACTIVITIES OF THE COMPANY 
 
The Company’s principal activity is that of a holding company for Greensands Europe Limited and its subsidiaries. 
 
PRINCIPAL ACTIVITIES OF THE GROUP 
 
The principal activities of the Group are the provision of water supply and wastewater services in the south-east of 
England.  
 
The trading results reflect the performance of the major trading subsidiary Southern Water Services Limited (SWS). 
 
BUSINESS REVIEW 
 
The information that fulfils the requirement of the business review can be found in the Operating and Financial Review 
(OFR) on pages 1 to 23, which are incorporated in this report by reference. 
 
RESULTS AND DIVIDENDS 
 
The profit and loss account on page 28 shows the Group’s results, dividends and profit for the period. Further details are 
also available in the OFR on pages 1 to 23. 
 
In the prior year a final dividend of £378.57 per ordinary share (£21.2m in total) relating to the year ended 31 March 
2008 was paid .  No final dividend for 31 March 2009 was declared. 
 
Interim dividends of £731.13 per ordinary share (2008-09: £1,766.18 per share), totalling £40.9m (2008-09: £98.9m) 
were also paid during the year, resulting in total dividends paid and charged in the current financial year of £40.9m 
(2008-09: £120.1m).   
 
The directors during the period were:- 
 
Michael Welton - Chairman 
Steven Bickerton (Resigned 26 October 2009) 
Keith Budinger (Appointed 1 January 2010) 
Andrew Cunanan(Resigned 31 December 2009) 
Paul Moy  
Michael Nagle (Resigned 1 September 2008, re-appointed 13 July 2009) 
Phillip Peters (Resigned 12 January 2010) 
Mark Walters (Appointed 13 January 2010) 
Jaron Yuen - (Resigned as Alternate to Paul Moy 10 August 2009, appointed as Director 24 August 2009) 
Jason Zibarras (Resigned 13 July 2009) 
Stephen Brown - Alternate to Andrew Cunanan ((Resigned 1 January 2010)) 
Toby Buscombe – Alternate to Keith Budinger (Appointed 1 January 2010) 
Mark Gilligan – Alternate to Paul Moy (Appointed 10 August 2009) 
Surinder Toor ((Resigned 13 January 2010, appointed as Alternate to Mark Walters 13 January 2010)) 
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REPORT OF THE DIRECTORS OF GREENSANDS HOLDINGS LIMITED (continued) 
 
DIRECTORS  
 
RESEARCH AND DEVELOPMENT 
 
The improvement of existing services and processes, together with the identification and development of new technology 
and solutions, are important aspects of the Group's strategy to enhance the quality of service to customers and improve 
methods of working.  Research and development expenditure for the year amounted to £2.5m including £2.0m on fixed 
assets (2009: £1.1m, £nil on fixed assets). 
 
EMPLOYEES 
 
Employee involvement 
The Group recognises the importance of its employees and is committed to effective two-way communication and 
consultation. 
 
The Group has established Business Involvement Groups to facilitate meaningful consultation between Group 
Management and employees through elected Employee Representatives.  The Groups meet regularly at both functional 
and company-wide levels. An employee survey is also completed on an annual basis to seek input from employees. 
 
The Group also recognises the rights of every employee to join a trade union and participate in its activities.  SWS has a 
single union agreement with Unison. 
 
The Group publishes its own in-house newspaper, 'Southern Water News' on a regular basis.  General information is 
posted on the Group Intranet and regular team briefing sessions are also held. The information in these publications and 
briefings covers a wide range of subjects that affect the business including, progress on business and capital projects, 
the impact of regulatory issues, including the recent Ofwat price determination and wider financial and economic issues 
that may affect the Group. 
 
Equal opportunity 
The Group’s policy is to promote equality of opportunity in recruitment, employment continuity, training and career 
development.  The Group takes full account of the needs of people with disabilities and follows set policies and 
procedures to support reasonable adjustments in the workplace.   
 
Health and safety   
The Group recognises its duties to make proper provision for the health, safety and welfare at work of its employees. 
 
Every employee receives a copy of the corporate policy statement on health and safety. There are regular meetings of 
employee representatives and managers to consider all aspects of health and safety. In addition there is a health and 
safety management review group which ensures that there is an adequate system for meeting the Group’s 
responsibilities for health and safety to its staff, customers and members of the public. 
 
The Group provides an internal occupational health service for employees, including the provision of physiotherapy. 
These services have been developed and are continuously reviewed to ensure they meet the needs of the business and 
our employees at work.  
 
ENVIRONMENTAL ISSUES 
 
The Group is committed to meeting or improving upon legislative and regulatory environmental requirements and codes 
of practice, and aims to contain the environmental impact of its activities to a practicable minimum. 
 
The Group's environmental performance is reported in its annual Stakeholder Report, which is available on our website. 
The Group recognises its responsibility to operate within a framework that supports sustainable development and has 
established, where possible, indicator targets which are measurable.  Performance against these targets is monitored 
and reported regularly. 
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REPORT OF THE DIRECTORS OF GREENSANDS HOLDINGS LIMITED (continued) 
 
CHARITABLE DONATIONS 
 
The Group made donations of £1,016,775 (2009: £1,028,599) to a variety of charities over the period.  Donations in the 
period comprised £1,000,000 (2009: £1,000,000) to the Southern Water Trust Fund, a charitable trust set up to assist 
customers who are suffering hardship, poverty or a poor quality of life by providing grants to help them pay their water 
bills, and a further £16,775 (2009: £28,599) of donations to other charities within the region. 
 
No political donations were made. 
 
LAND AND BUILDINGS 
 
In the opinion of the directors, the market value of land is significantly more than its book value, and it would not be 
practicable to quantify the value of land. 
 
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
 

The Group intends to at least maintain its present risk profile, as measured by its investment grade credit rating. The 
Group does not enter into treasury transactions for the purpose of speculation, but only to manage risk inherent in the 
business or funding on a prudent basis. 

 
Currency Risk - The Group uses derivatives to ensure that no currency risk is borne in respect of any foreign currency 
denominated debt instrument, or in respect of any significant foreign currency purchases (including Financial Guarantee 
Fees, payable in respect of any foreign currency denominated Authorised Credit Facility and excluding any related fees). 
 
Interest Rate Risk - The Group hedges its exposure to interest rate risk on at least 85% of its total outstanding debt 
liabilities in respect of Class A Debt and Class B Debt for the current period to the next Periodic Review and at least 
70% in the next period to the subsequent Periodic Review (on a rolling basis) into either index-linked obligations or fixed 
rate obligations. 
 
Inflation Risk - The regulatory framework, under which revenues and the RCV (Regulatory Capital Value) are indexed, 
exposes the Group to inflation risk. The Group manages this risk through the use of index-linked instruments within its 
overall debt portfolio. 
 
Liquidity risk – The Group raises additional funds, as required, to ensure that it has sufficient cash and/or facilities to 
fund the business for at least the next twelve months. 
 
Cash management risk – The Group sets exposure limits for, and deposits cash balances with, organisations whose 
credit ratings are rated a minimum of Moody’s P1, Standard & Poors A1 or Fitch F1. 
 
GOING CONCERN 
 
The directors believe, after due and careful enquiry, that the Group has sufficient resources for its present requirements 
and, therefore, consider it appropriate to adopt the going concern basis in preparing the financial statements to 31 March 
2010.  Further information is set out in note 1 ‘Basis of accounting’ on page 31. 
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REPORT OF THE DIRECTORS OF GREENSANDS HOLDINGS LIMITED (continued) 
 
STATEMENT OF DIRECTORS' RESPONSIBILITIES 
 
The directors are responsible for preparing the financial statements in accordance with applicable law and regulations.  
 
Company law requires the directors to prepare financial statements for each financial year. Under that law the directors 
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting 
Practice (United Kingdom Accounting Standards and applicable law).  The financial statements are required by law to 
give a true and fair view of the state of affairs of the Group and of the profit or loss of the Group for that period.  
 
In preparing those financial statements, the directors are required to: 
 
• select suitable accounting policies and then apply them consistently; 
• make judgements and 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; 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group will 

continue in business, in which case there should be supporting assumptions or qualifications as necessary. 
 
The directors confirm that they have complied with the above requirements in preparing the financial statements. 
 
The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time 
the financial position of the Group and enable them to ensure that the financial statements comply with the Companies 
(Jersey) Law 1991. They are also responsible for safeguarding the assets of the Group and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities. 
 
The directors are responsible for the maintenance and integrity of the Group’s website. Legislation in Jersey governing 
the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.    
 
PROVISION OF INFORMATION TO AUDITORS 
 
Each of the persons who is a director at the date of approval of this report confirms that: 
 
(1) so far as the director is aware, there is no relevant audit information of which the Group’s auditors are unaware; and 
 
(2) each director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself 

aware of any relevant audit information and to establish that the Group’s auditors are aware of that information. 
 
This confirmation is given and should be interpreted in accordance with the provisions Article 112 of Companies 
(Jersey) Law 1991. 
 
INDEPENDENT AUDITORS 
 
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.  
 
Approved by the Board of Directors and signed on behalf of the Board. 
 
 
 
 
 
Kevin Hall 
Company Secretary 
28 July 2010 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For the year ended 31 March 2010 
  

Notes 
      2010 

£m 
      2009 

£m 
    
Turnover  1,2,3  679.1  677.9 
Cost of sales 3  (375.8)  (364.9)

Gross profit    303.3  313.0 

Administrative expenses     (28.7)  (28.6)
Other operating income 3  0.9  1.1 

Operating profit 4  275.5  285.5 

      
Profit on disposal of fixed assets    1.4  5.7 

Profit on ordinary activities before interest and taxation   276.9  291.2 
      
Interest payable 7  (242.1)  (263.9)
Interest receivable 7  5.3  11.2 
      

Profit on ordinary activities before taxation   40.1  38.5 

      
Tax on profit on ordinary activities 8  (35.5)  (38.6)
      
Profit/(loss) on ordinary activities after taxation and for the 
financial period 

  4.6  (0.1)

      
 
The above results relate to continuing operations.  
 
The Notes on pages 32 to 57 form part of these financial statements. 
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CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES  
For the year ended 31 March 2010 
 
 Notes       2010 

£m 
      2009 

£m 
    
Profit/(loss) on ordinary activities after taxation   4.6  (0.1)
 
Actuarial loss recognised in the pension fund 

 
24 

  
(54.3) 

 
(38.5)

Movement on deferred tax relating to pension deficit 18  10.5  10.8 
Movement on current tax relating to pension deficit   4.7  - 
      
Total recognised losses for the period  (34.5)  (27.8)
      
 
 
There are no differences between the loss on ordinary activities before taxation and the loss transferred from reserves 
for the financial year, and their historical cost equivalents. 
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CONSOLIDATED AND COMPANY BALANCE SHEETS 
As at 31 March 2010 
 
   Group  Company  Group  Company 
  

Notes 
 2010 

£m 
 2010 

£m 
 2009 

£m 
 2009 

£m 
Fixed Assets          
Intangible assets – Goodwill 10  110.4  -  116.7  - 
Tangible assets  11  4,927.8  -  4,899.2  - 
Investments 12  15.0  1.0  15.0  1.0 
   5,053.2  1.0  5,030.9  1.0 
Current assets          
Stocks 13  1.2  -  1.6  - 
Debtors: amounts falling due within one 
year 14  221.5  -  219.1  - 

Debtors: amounts falling due after one 
year 15  -  1,015.8  8.0  1,016.3 

Cash at bank and in hand 19  354.0  -  503.8  - 
   576.7  1,015.8  732.5  1,016.3 
     
Creditors: amounts falling due within 
one year 16 (150.2) (31.2)  (376.5)  (31.7)

Net current assets 
   426.5  984.6  356.0  984.6 

Total assets less current liabilities   5,479.7  985.6  5,386.9  985.6 
          
Creditors: amounts falling due after 
one year 17 (4,190.4) (59.2)  (4,073.2)  (59.2)

          
Provision for liabilities and charges 18       
Environmental obligations  (0.3)  -  (0.4)  - 
Deferred taxation  (419.2)  -  (388.4)  - 
        
Grants and contributions 20 (50.1)  -  (51.5)  - 
          
Net assets excluding pension deficit    819.7  926.4  873.4  926.4 
          
Pension deficit 24 (65.9)  -  (83.3)  - 
          
Net assets including pension deficit   753.8  926.4  790.1  926.4 
          
Capital and reserves          
Called up share capital 21  921.9  921.9  921.9  921.9 
Share premium account 22  4.5  4.5  4.5  4.5 
Profit and loss account 22 (172.6)  -  (136.3)  - 
Total shareholder’s funds   753.8  926.4  790.1  926.4 
 
The financial statements on pages 28 to 57 were approved by the Board and authorised for issue on 28 July 2010 and 
are signed on its behalf by: 

 
 
 
 

Mark Walters 
Director 
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CONSOLIDATED CASH FLOW STATEMENT  
for the year ended 31 March 2010 
  

Notes 
      2010 

£m 
      2009 

£m 
 
Net cash inflow from operating activities 

 
23 

  
404.0 

 
430.0 

    
Returns on investments and servicing of finance    
Interest paid   (168.9)  (190.4)
Interest received   6.2  49.5 
Net cash outflow from returns on investments and 
servicing of finance 

 (162.7)  (140.9)

    
Capital expenditure and financial investment    
Purchase of tangible fixed assets  (226.7)  (330.6)
Sale of tangible fixed assets   2.4  8.5 
Disposal of subsidiary companies   -  0.2 
Receipt of grants and contributions   10.7  9.6 
Net cash outflow for capital expenditure and financial 
investment 

 (213.6)  (312.3)

    
Equity dividends paid   (1.8)  (80.3)
      
Net cash inflow/(outflow) before financing  25.9  (103.5)
    
Financing    
Repayment of long term loan/bonds  (225.7)  -
Issue of long term loans/bonds   50.0  385.5 
Issue of ordinary share capital   -  - 
Issue costs of new loans  -  (2.1)
Net cash (outflow)/inflow from financing   (175.7)  383.4 
    
(Decrease)/increase in net cash   (149.8)  279.9 
    
Reconciliation to net debt    
Net debt at beginning of year/period   (3,785.0)  (3,576.5)
Increase in net cash   (149.8)  279.9 
Movement in borrowings  175.7  (385.5)
Debt issue costs   -  2.1 
Non-cash items  (67.6)  (105.0)
Net debt at 31 March  23 (3,826.7)  (3,785.0)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies 
 
Basis of accounting 
 
The financial statements have been prepared on the going concern basis, under the historical cost convention and in 
accordance with United Kingdom Generally Accepted Accounting Practice and with the requirements of the Companies 
(Jersey) Law 1991.  
 
Basis of consolidation 
 
The Group financial statements include the financial statements of the Company and all of its subsidiary undertakings 
therefore no discrete profit and loss account is presented by the Company. 
The results of the subsidiaries are included in the Profit and Loss Account from the date of acquisition. Intra group sales 
and profits are eliminated fully on consolidation. The acquisition method of accounting has been used to consolidate the 
subsidiaries. 
 
The Company is not required to prepare a cash flow statement under FRS 1 (revised). 
 
Turnover 
 
Turnover represents the income receivable (excluding value added tax) in the ordinary course of the business for goods 
and services provided and, in respect of unbilled charges, includes an accrual for measured and unmeasured income. 
 
Measured income arises from customers who have meters fitted at their premises. Therefore amounts billed are based 
on actual water consumption. Unmeasured income bills are based on the rateable value of properties.  
 
Accrued income 
 
The income accrual is an estimation of the amount of mains water and wastewater charges unbilled at the year end. The 
accrual is estimated using a defined methodology based upon weighted average tariffs and historical billing and 
consumption information. 
 
Bad debts 
 
The bad debt provision is calculated by applying recovery rates to an aged debt profile to ensure that the age of debt not 
covered by the provision is an accurate reflection of the recoverability of debt. 
 
Research and development 
 
Expenditure on research and development is charged to the profit and loss account as it is incurred. 
Expenditure on fixed assets relating to development projects is written off over the expected useful life of those assets. 
 
Capital instruments 
 
The issue costs of capital instruments have been amortised over the life of the financial instrument to which they relate.  
 
Premiums received on issue of debt instruments are credited to the profit and loss account over the term of the debt at a 
constant rate on the carrying amount. 
 
The carrying value of index-linked debt instruments is adjusted for the annual movement in the retail price index. The 
change in value arising from indexation is charged or credited to the profit and loss account in the year in which it arises.  
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies (continued) 
 
Tangible fixed assets 
 
i) Infrastructure assets (being mains and sewers, impounding and pumped raw water storage reservoirs, dams, 

sludge pipelines and sea outfalls) comprise a network of systems. 
 

Expenditure on infrastructure assets relating to increases in capacity or enhancement of the network and on 
maintaining the operating capability of the network in accordance with defined standards of service, is treated as an 
addition to fixed assets and is stated at cost after deducting grants and contributions. Staff costs represent those 
costs directly related to the construction of a specific infrastructure asset and are capitalised as part of infrastructure 
assets on the basis of the amount of time spent by individuals on capital projects. 

The depreciation charge for infrastructure assets is the estimated level of annualised expenditure required to 
maintain the operating capability of the network and is based on the asset management plan determined by the 
water industry regulator as part of the price regulation process. The asset management plan is developed from 
historical experience combined with a rolling programme of reviews of the condition of the infrastructure assets. 

 
ii) Other assets (including over-ground assets, plant and equipment) are stated at cost less accumulated depreciation. 

Other assets are depreciated down to their residual values on the straight-line method over their estimated 
operating lives which are principally as follows: 
 Years  
Buildings 10 - 60
Operational structures 15 - 80
Fixed plant 10 - 40
Vehicles, computers and mobile plant   3 - 10
 
Operational structures are assets used for wastewater and water treatment purposes. These include water tanks 
and similar assets. 
 

iii) Freehold land is not depreciated. 
 
iv) Assets in the course of construction are not depreciated until they are commissioned. Commissioning is deemed to 

occur when a new works is officially taken over from the contractor following completion of performance and take-
over tests. 

 
Grants and contributions 
 
Capital grants and customer contributions in respect of additions to non-infrastructure fixed assets are treated as 
deferred income and released to the profit and loss account over the estimated operational lives of the related assets in 
accordance with the provisions of the Companies Act. 
 
Grants and capital contributions received relating to infrastructure assets have been deducted from the cost of fixed 
assets as permitted by Statement of Standard Accounting Practice (SSAP) 4. This is not in accordance with Schedule 1 
of the Companies Act 2006 which requires fixed assets to be stated at their purchase price or production cost. The Act 
does not permit the deduction of contributions; hence these would have been accounted for as deferred income. 
 
This departure from the requirements of the Act is, in the opinion of the directors, necessary for the financial statements 
to give a true and fair view because infrastructure assets do not have determinable finite lives. Accordingly related 
capital contributions would not be recognised in the profit and loss account. The effect of this treatment on tangible fixed 
assets is disclosed in note 11. 
 
Revenue grants and contributions are credited to the profit and loss account in the year to which they relate. 
 
Deferred revenue 
Deferred revenue includes monies received from customers where the related turnover has not yet been recognised. 
Amounts are deferred to the balance sheet and released to the profit and loss account in line with the period of the 
service provided. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies (continued) 
 
Leased assets 
 
Fixed assets leased to the Group under finance leases are capitalised and depreciated in line with the Group's 
depreciation policy. The interest element of finance lease repayments is charged to the profit and loss account in 
proportion to the balance of the capital repayments outstanding. 
 
Rentals payable under operating leases are charged to profit and loss account as incurred. 
 
In line with SSAP 21, the sale of income rights relating to aerials masts and sites owned by the company to third parties 
is treated as an operating lease.  Income received from such sales is received entirely in advance and is therefore taken 
to deferred revenue and will be credited to other operating income in the profit and loss account over the life of the lease. 

Sale and leaseback transactions occur when an asset is sold but use is immediately re-acquired by entering into a lease 
with the buyer. Where the new lease is an operating lease, the transaction is treated as the disposal of an asset and the 
operating lease accounted for in accordance with existing policies. 

Where the Company enters into a lease which entails taking substantially all the risks and rewards of ownership of an 
asset, the lease is treated as a “finance lease”. The asset is recorded in the balance sheet as a tangible fixed asset and 
is depreciated over its estimated useful life or the term of the lease, whichever is shorter. Future instalments under such 
leases, net of finance charges, are included within creditors. Rentals payable are apportioned between the finance 
element, which is charged to the profit and loss account, and the capital element which reduces the outstanding 
obligation for future instalments. 
 
Goodwill and intangible fixed assets 
 
Businesses and interests acquired have been dealt with in the consolidated financial statements using acquisition 
accounting. Upon the acquisition of a business, fair values are attributed to the identifiable assets and liabilities acquired 
that reflect the condition at the date of acquisition and any required adjustments made to bring the accounting policies of 
the businesses acquired into alignment with those of the Group. Where the consideration paid exceeds the fair value of 
the net assets acquired, the difference is treated as goodwill. 
 
In line with FRS 10, goodwill arising on acquisitions is capitalised and amortised through the profit and loss account over 
its estimated useful economic life, not exceeding 20 years. 
 
Impairment reviews of goodwill are carried out at the end of the first financial year after acquisition and where there is 
any indication of impairment. 
 
Fixed asset investments 

 
Investments held as fixed assets are stated at cost, less provision, if appropriate, for any impairment in value other than 
a temporary impairment in value. The carrying values of fixed asset investments are reviewed for impairment in periods 
if events or changes in circumstances indicate the carrying value may not be recoverable 

Stocks  
 
Stock is held for use in the production of water supply and treatment of wastewater.  Stock is held at replacement cost.  
 
Taxation 
 
The taxation charge in the profit and loss account is based on the profit for the year as adjusted for disallowable and 
non-taxable items using current rates and takes into account tax deferred because of timing differences between the 
treatment of certain items for taxation and accounting purposes.  
 
Deferred taxation is provided on all timing differences that have originated but not reversed by the balance sheet date, 
calculated at the rate at which it is expected the tax will arise in accordance with Financial Reporting Standard 19 
“Deferred Tax”.  (“FRS 19”) Deferred taxation balances are not discounted. Deferred tax assets are recognised to the 
extent that it is regarded as more likely than not that they will be recovered.  
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies (continued) 
 
Pensions 
 
The Group operates a defined benefit pension scheme.  An independent actuary conducts a valuation this pension 
scheme every three years.  
 
In accordance with FRS 17 the pension deficit has been recognised on the balance sheet and operating and financing 
costs of pension and post-retirement schemes are recognised separately in the profit and loss account.  
 
Pension scheme assets are measured using market value. Pension scheme liabilities are measured using the projected 
unit actuarial method and are discounted at the current rate of return on a high quality corporate bond of equivalent 
terms and currency to the liability. The increase in the present value of the liabilities of the Group’s defined benefit 
pension schemes expected to arise from employee service in the period is charged to operating profit. The expected 
return on the schemes’ assets and the increase during the year in the present value of the schemes’ liabilities arising 
from the passage of time are included in other finance income. Actuarial gains and losses are recognised in the 
consolidated statement of total recognised gains and losses. 
 
Service costs are systematically spread over the service lives of the employees and financing costs are recognised in 
the period in which they arise. The costs of past service benefit enhancements, settlements and curtailments are also 
recognised in the period in which they arise. The amendment to FRS 17 (issued December 2006) has been fully 
implemented. Quoted securities have been valued at current bid price. 
 
The differences between actual and expected returns on assets and liabilities during the year, including changes in 
actuarial assumptions, are recognised in the statement of total recognised gains and losses. 
 
The Group also operates a defined contribution pension scheme. The assets of the scheme are held separately from 
those of the Group in an independently administered fund. Group contributions to the scheme are charged to the profit 
and loss account in the period to which they relate. 
 
Financial instruments 
 
Derivative transactions include interest rate, currency and index-linked swaps that are only used for non trading 
purposes.  These derivatives are entered into for the purpose of matching or eliminating risk from potential movements 
in interest and currency rates and RPI associated with the long term borrowing requirements of the Group (see note 19). 
All non trading derivatives are accounted for on an accruals basis.  
 
Provisions are made for losses, if appropriate, in the event that it is expected that any portion of a financial instrument 
will not be a hedge of the long term borrowing requirements of the Group. 
 
Interest rate and currency swaps are used to manage interest rate profiles and mitigate exchange risks. When matched 
with primary financial instruments, the net position is measured at the hedge rate and presented within creditors on the 
balance sheet. Income, costs, gains, losses and expenses are recognised within net interest payable in the profit and 
loss account over the life of the instruments. 
 
Greensands Holdings Limited does not adopt FRS 26 Financial Instruments: Recognition and Measurement. 
 
Provisions 
 
An environmental provision is made in accordance with FRS12 for the costs relating to the decommissioning of 
abandoned sites. No reimbursement is expected. The period over which the provision will be utilised cannot be 
determined thus the provision is not discounted. 
 
2 Segmental analysis 
 
The directors believe that the whole of the Group’s activities constitute a single class of business. The Group’s turnover 
is generated wholly from within the UK. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
3 Classification of turnover and revenue costs 
 
Turnover represents the income receivable for providing water supply and wastewater services and is generated wholly 
in the United Kingdom. 
 
Cost of sales reflects the direct costs of providing water supply and wastewater services. Administrative expenses 
comprise the indirect costs of the business. Other operating income relates to rents receivable. 
 
4 Profit on ordinary activities before taxation  
 
 
Profit on ordinary activities before taxation is stated after 
charging/(crediting): 

Year ended 
31 March 

2010 
£m 

 Year ended 
31 March 

2009 
£m 

    
Staff costs (note 6a) 36.5  44.8 
    
Depreciation on    
- owned assets 197.9  186.9 
- assets held under finance leases 0.4  0.4 
 198.3  187.3 
 
Rentals under operating leases – other 

 
3.5 

 
3.6 

    
Research and development expenditure 0.5  1.1 
    
Release of grants and contributions (note 20) (2.6)  (2.6)
    
    
    
During the year, the Group’s auditors earned the following fees:    
    
Fees payable for the audit of parent company and consolidated annual 
financial statements 

0.1  0.1 

Fees payable for the audit of the company’s subsidiaries’ and associated 
pension schemes’ annual financial statements 

0.1  0.3 

Fees payable for other services pursuant to legislation 0.1  0.1 
Fees payable for all other services to the Group 0.5  0.5 
Total audit and non-audit fees 0.8  1.0 

 
Fees in respect of other services relate to services concerning non-financial data. 
 
5 Profit of Parent Company 
 
The profit for the financial period dealt with in the financial statements of the parent company is £nil (2009: Loss £0.7m). 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
6 Employee information 
 2010 

£m 
 2009 

£m 
(a) Employee costs     
 Wages and salaries 46.6  51.5 
 Social security costs 3.9  4.0 
 Pension costs  4.7  5.1 
 Total employee costs 55.2  60.6 
 Less: charged as capital expenditure (18.7)  (15.8)
 Charged to the profit and loss account 36.5  44.8 

 
The company has no employees and did not bear any employee costs. 
 
For directors’ emoluments see note 27. 
 
    2010 

Number 
    2009 

Number
(b) Average number of persons employed   

Operations 945  997
Customer Services 295  254
Corporate Centre 268  267

 1,508  1,518
 
 
 
7 Interest 

 
 2010 

£m 
 2009 

£m 

Interest payable and similar charges   
Interest payable on other loans (239.8)  (239.2)
Swap break costs (3.0)  - 
Indexation (24.7)  (65.1)
Amortisation of issue costs (2.7)  (2.5)
Amortisation of gilt lock proceeds 0.1  0.1 
Amortisation of bond premium 9.6  9.5 
Interest rate swap receipts 25.2  36.7 
Other finance expense (note 24) (6.8)  (3.4)
Total interest payable and similar charges (242.1)  (263.9)
    
Interest receivable    
Other interest receivable 5.3  11.2 
Total interest receivable (5.3)  11.2 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
8 Tax on profit on ordinary activities 
  2010 

£m 
 2009 

£m 

Current tax:    
UK corporation tax on profits of the year 
Adjustment in respect of prior years 

- 
- 

 - 
- 

 -  - 
Deferred tax:   
    
Origination and reversal of timing differences 31.3  32.2 
Pension cost relief in excess of pension cost charge 4.8  1.1 
Adjustment to opening tax estimates (0.6)  5.3 
Total deferred tax 35.5  38.6 
Total tax on profit on ordinary activities 35.5  38.6 

 
The rate of current tax charge on profit on ordinary activities varied from the standard rate of corporation tax due to the 
following factors: 
 2010 

£m 
 2009 

£m 

   
Profit on ordinary activites before tax 40.1  38.5
   
Current tax:   
UK corporation tax rate at 28% on profit for the year (2009: 28%) 11.2  10.8
Effect of deferred tax (31.3)  (32.2)
Effect of pensions adjustment (4.8)  (1.1)
Permanent differences 24.8  22.5 
Current tax charge for year -  - 

 
The factors that will affect future tax charges are expected to be similar to those in the current period.   
 
Based on current capital investment plans, the Group expects to continue to be able to claim capital allowances in 
excess of depreciation in future years at a similar level to the current year. 
 
Deferred tax liabilities have not been discounted. 
 
The level of permanent differences are expected to remain consistent in future years. 
 
9 Dividends 
 
 2010 

£m 
 2009 

£m 

Equity - Ordinary   
Final (2008) paid: 2.3 pence per ordinary share -  21.2 
Interim paid: 0.19 pence per ordinary share 1.8  59.1 
 1.8  80.3 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
10 Goodwill 
 
Group   £m 
    
Cost:    
At 1 April 2009 and 31 March 2010   126.2 
    
Depreciation:    
At 1 April 2009   9.5 
Charge for the period   6.3 
 
At 31 March 2010 

   
15.8 

    
Net book amount:    
 
At 31 March 2010 

   
110.4 

 
At 31 March 2009 

   
116.7 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
11 Fixed assets and capital commitments 
 
The Group tangible assets are shown below. The Company has no tangible assets. 
 
(a) Group tangible assets 

Freehold 
land & 

buildings 
Plant &

Machinery

Infra-
structure 

assets

Assets in the 
course of 

construction Other Total
 £m £m £m £m £m £m
Cost:       
At 1 April 2009 1,616.8 1,167.5 2,027.3 142.1 203.6 5,157.3 
Transfer to 
Grants/Contributions LTC* 1.9 1.8 - - 0.3 4.0 
Additions  (7.4) 18.9 37.5 173.1 12.0 234.1 
Transfers 3.1 4.8 1.8 (31.2) 21.5 - 
Grants & contributions - - (8.1) - - (8.1)
Disposals 0.1 (0.6) (3.5) - 0.4 (3.6)

At 31 March 2010 1,614.5 1,192.4 2,055.0 284.0 237.8 5,383.7 
       
Depreciation:       
At 1 April 2009 76.0 68.4 69.8 - 43.9 258.1 
Transfer to 
Grants/Contributions LTC* 1.1 1.8 - - - 2.9 
Charge for the period 61.1 56.7 49.7 - 30.8 198.3 
Disposals 0.1 (0.4) (3.5) - 0.4 (3.4)

At 31 March 2010 138.3 126.5 116.0 - 75.1 455.9 
       
Net book value:       

At 31 March 2010 1,476.2 1,065.9 1,939.0 284.0 162.7 4,927.8 

At 31 March 2009 1,540.8 1,099.1 1,957.5 142.1 159.7 4,899.2 
 
* LTC = Long term creditor 
 
Of the additions to infrastructure assets, the amount spent on infrastructure renewals during the years ended 31 March 
2010 and 31 March 2009 was £35.4m and £46.0m, respectively.  Of the grants and contributions set against 
infrastructure assets during the years ended 31 March 2010 and 31 March 2009, £2.7m and £2.8m respectively relates 
to infrastructure renewals.  
 
For the years ended 31 March 2010 and 31 March 2009, the net book value of infrastructure assets is stated after 
deducting grants and contributions of £8.1m and £6.5m respectively.  
 
Freehold land is stated at a value of £98.6m at 31 March 2010 (2009: £99.5m), and is not depreciated. 
 
Other assets relate primarily to computer equipment and meter reading devices. 
 
One asset acquired on purchase of the subsidiary is under a finance lease and included in plant and machinery: 
 
  Group 

   2010 
£m 

 Group 
2009 

£m
Cost 11.7  11.7 
Aggregate depreciation (9.8)  (9.4)
Net book amount 1.9  2.3 

 
(b) Group Capital Commitments 2010 

£m 
 2009 

£m 
In respect of contracts placed 600.1  402.0 

 
The company has no capital commitments. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
12 Fixed asset investments 
 Group

2010
£m 

 Company
2010

£m 

 Group 
2009 

£m 

 Company
2009

£m 
Greensands Europe Limited        
  At 1 April -  1.0  -  1.0 
  Acquisition in year -  -  -  - 
  At 31 March -  1.0  -  1.0 
        
Other external investments (see below) 15.0  -  15.0  - 
        
 15.0  1.0  15.0  1.0 
 
Other Group external investments are stated below. 
Company Class of share capital Proportion of shares held Activity 
Veolia Water Southeast Ltd 
(formerly Folkestone & Dover 
Water Services Ltd) 

Ordinary 
Preference 
Deferred 

25.1% 
21.8% 
12.2% 

Water treatment and 
supply 

 
The undertaking operates in its country of incorporation (the UK). The investment is held by a subsidiary of Southern 
Water Capital Limited.  Veolia Water Southeast Ltd had retained profits of £24.2m for the year ended 31 March 2010 
(2009: £0.6m) and net assets of £44.2m at 31 March 2010 (2009: £20.1m). 
 
The Group is not considered to exercise significant influence over the operating and financial policies of Veolia Water 
Southeast Ltd, for reasons including that there is no Board representation. 
 
13 Stocks 
 Group 

2010 
£m 

 Group
2009

£m
    
Raw materials 0.9  1.1
Work in progress 0.3  0.5
 1.2  1.6
 
The Company does not hold any stock. 
 
14 Debtors: amounts falling due within one year 

 
 Group

2010
£m

 Company
2010

£m

 Group 
2009 

£m 

 Company 
2009 

£m
Trade debtors 109.2  -  107.3  - 
Unbilled income 82.1  -  87.4  - 
Prepayments 18.0  -  9.4  - 
Other debtors 12.2  -  15.0  - 
 221.5  -  219.1  - 
 
15 Debtors: amounts falling due after one year 

 
 Group

2010
£m

 Company
2010

£m 

 Group 
2009 

£m 

 Company 
2009 

£m
        
Other debtors -  -  8.0  - 
Amounts owed by other Southern Water group 
undertakings 

 
- 

  
1,015.8 

  
- 

  
1,016.3 

 -  1,015.8  8.0  1,016.3 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
16 Creditors: amounts falling due within one year 

 
 Group

2010
£m

 Company
2010

£m

 Group 
2009 

£m 

 Company 
2009 

£m
Loans and other borrowings (see note (i) below) -  -  225.7  - 
Trade creditors 34.3  -  18.2  - 
Amounts owed to group undertakings -  31.2  -  31.2 
Capital creditors and capital accruals 53.4  -  51.4  - 
Other taxation and social security 2.0  -  1.3  - 
Other accruals and deferred revenue 53.5  -  73.1  0.5 
Bond premium deferred 9.6  -  9.6  - 
Debt issue costs (2.6)  -  (2.8)  - 
 150.2  31.2  376.5  31.7 
 
Notes: 
 
(i) In April 2009 the Group repaid the Senior Bidco Term Facility Loan of £138.5m.  In January 2010, the Group also 

fully repaid the amount made available to it by its shareholders of £87.2m. 
 
17 Creditors: amounts falling due after one year  

 
 Group

2010
£m

 Company
2010

£m

 Group 
2009 

£m 

 Company 
2009 

£m 
Loans and other borrowings:        

Loans from group undertakings -  59.2  -  59.2 
Long term borrowings 4,069.0  -  3,945.9  - 
Debt issue costs (48.9)  -  (52.9)  - 
Bond premium deferred 153.6  -  163.2  - 

Total loans and other borrowings 4,173.7  59.2  4,056.2  59.2 

Deferred revenue (note (vi) below) 16.7  -  17.0  - 

Total creditors falling due after one year 4,190.4  59.2  4,073.2  59.2 
 
 Group 

2010 
£m 

 Group
2009

£m 
Repayments fall due as follows:   
After five years not by instalments 4,069.0  3,945.9
 4,069.0  3,945.9
 
An analysis of the external loans is shown below: 
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17 Creditors: amounts falling due after one year (continued) 
 
Loans 
 

Group 
2010 

£m 

 Group 
2009 

£m 
Class A £350m 6.192% fixed rate 2029 350.0  350.0 
Class A £150m 3.706% index linked 2034    179.7  182.2 
Class A £35m 3.706% index linked 2034 42.5  42.5 
Class A £350m 6.640% fixed rate 2026  350.0  350.0 
Class A £150m 3.816% index linked 2023 179.7  182.2 
Class A £350m 5.010% fixed rate 2021  350.0  350.0 
Class A £150m 2.285% index linked 2041   150.0  150.0 
Class A £200m 1.730% index linked 2052  200.0  200.0 
Class A £300m 1.523% index linked 2056  300.0  300.0 
Class A £300m £6.125% fixed rate 2019 300.0  300.0 
Artesian £165m 4.076% index linked 2033 197.6  200.5 
Artesian £156.5m 3.635% index linked 2032 182.9  185.6 
 2,782.4  2,793.0 
Fixed swapped to Index-linked – (note (i) below) (877.0)  (600.0)
Index-linked swaps – (note (i) below) 945.7  644.3 
Total Class A Debt 2,851.1  2,837.3 
    
Class B £250m 7.869% fixed rate 2038 (note (ii) below) 250.0  250.0 
Senior HoldCo facility £215.6m 3.595% index linked 2037 (note (iii) below) 228.1  222.7 
Junior HoldCo facility £225.6m 5.845% index linked 2037 (note (iii) below) 238.6  233.0 
Eurobonds 12% 2021 451.2  402.9 
Capex facility 6 month LIBOR plus 3% 50.0  - 
Debt issue costs (note (iv) below) (54.7)  (58.8)
Premium on issue 153.6  163.2 
Deferred gilt lock proceeds (see note (v) below) 5.8  5.9 
 4,173.7  4,056.2 
 
These loans are guaranteed and secured pursuant to a guarantee and security agreement (the Security Agreement). The 
agreement is over the entire property, assets, rights and undertaking of each of Southern Water Services Limited, Southern 
Water Services (Finance) Limited, SWS Holdings Limited, and SWS Group Holdings Limited. In the case of Southern Water 
Services Limited, this is to the extent permitted by the Water Industry Act 1991 and Licence. 
 
In respect of the specific instruments above:  
 

(i) In the year ended 31 March 2010, SWSF entered into various swap agreements converting a total of 
£227.0m of Class A debt from the original fixed interest rate to a real interest rate linked to RPI (Retail Price 
Index) plus capitalised inflation on the nominal value of the underlying Class A debt.   

 
The table below analyses the total value of swaps entered into by SWSF as at 31 March 2010: 

 
 

Nominal 
value of debt 

 
Fixed 

interest rate

 
Index Linked 
interest rate

Nominal value of 
debt plus 

capitalised RPI 
 

£50.0m 6.202% 3.200% £51.2m 
£177.0m  (see note ii) 5.010% 2.161% £185.5m 
£150.0m 5.010% 1.145% £173.0m 
£200.0m 4.510% 0.570% £225.4m 
£300.0m 5.135% 1.510% £310.6m 
£877.0m £945.7m 

 
(ii) The interest rate on the class B £250m is fixed at 7.869% until March 2014 when it steps up to LIBOR plus 

4.75%. 
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17 Creditors: amounts falling due after one year (continued) 
 
 

(iii) The Group has entered into swap agreements that have converted Senior HoldCo and Junior HoldCo facilities 
from variable rates of LIBOR plus 2.00% and LIBOR plus 4.25% respectively, to index-linked facilities with 
interest rates 1.595% plus RPI and 2.00%, and 1.595% plus RPI and 4.25% respectively. 

 
(iv) Debt issue costs represent issue fees paid by SWSF. Where these costs are attributable to a specific 

instrument they are being amortised over the life of that instrument. The remaining costs are being amortised 
over the weighted average life of the loan advances noted above. As at 31 March 2010 debt issue costs 
amounted to £57.3m (2009: £58.8m) of which £2.6m (2009: £2.8m) represents the short-term amount which is 
disclosed separately in note 16. 

 
(v) Prior to the issue of the Class A £300m bond in the year to 31 March 2008, SWSF entered into a gilt lock 

agreement, resulting in the receipt of £6.3m, which was advanced to SWS along with the proceeds of the 
bond issue.  The proceeds have been deferred in the financial statements of SWS and are being released 
to the profit and loss account over the life of the loan. 

 
(vi) Deferred revenue relates to the proceeds from the sale of income rights relating to aerial masts and sites 

owned by SWS.  The income will be credited to the profit and loss account evenly over the life of the lease. 
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18 Provision for liabilities and charges 
 
 
  

Group 
2010 

£m 

 Group
2009

£m 
    
(a)    Environmental obligations    

Provision as at 1 April  0.4  1.0 
Utilised in year (0.1)  (0.5)
On disposal of subsidiaries -  (0.1)
Provision at 31 March 0.3  0.4 

     
(b)    Deferred taxation    
        Accelerated capital allowances  476.3  460.7 
        Other timing differences (57.1)  (72.3)
        Deferred taxation at 31 March 419.2  388.4 
    

 
The environmental provision relates to costs for the decommissioning of abandoned sites. No reimbursement is 
expected. As the period over which the provision will be utilised cannot be determined the provision is not discounted.  
 
Movement in deferred tax provision: 
 

Group 
2010 

£m 

 Group
2009

£m 
Deferred tax provision as at 1 April  388.4  350.8 
Deferred tax charge in Profit and Loss Account 31.3  32.2 
Adjustment to opening tax estimates (0.5)  5.4 
Deferred tax provided at 31 March 419.2  388.4 
 
The deferred tax asset of £42.9m (2009: £32.4m) relating to the pension deficit has been deducted from the pension 
deficit and so has not been included in this balance. An analysis of the movement in the deferred tax relating to the 
pension deficit is shown below. 
 
No provision has been made for potential deferred tax liability on fair value adjustments made to the fixed assets 
recognised on acquisition. Such tax would only become payable if a contract was entered into to sell the related assets.  
The total amount of deferred tax unprovided is £353.1m (2009: £359.1m). At present it is not envisaged that any such 
tax will become payable in the foreseeable future.  
 
The Company has no provisions for liabilities and charges. 
 
Deferred tax asset relating to pension deficit 2010 

£m 
 2009 

£m 

At 1 April  32.4  22.7 
Deferred tax charge in profit and loss account -  (1.1)
Deferred tax charged to the statement total recognised gains and losses 10.5  10.8 
At 31 March  42.9  32.4 
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19 Financial instruments 
 
Derivative activity is undertaken by subsidiaries in the Group, Greensands Investments Limited, Greensands Senior 
Finance Limited, Greensands Junior Finance Limited and Southern Water Services (Finance) Limited (“SWSF”), as 
determined by the Board, which considers the overall risk profile of the Group and enters into derivatives to mitigate or 
hedge any risks identified, as appropriate.  No derivatives are undertaken for trading purposes, or to benefit from price 
fluctuations.  

The SWSF business consists of lending to other group companies and raising external finance.  In the opinion of the 
Directors, the fair values of the financial assets and liabilities of the Group (apart from the specific financing loans and 
hedging instruments shown in the fair value table below) are not materially different from the book values and are not 
separately disclosed. 

All fair values are based on arms length transactions in normal market conditions. Where available, market values have 
been used to determine fair values. 
 
The fair value of the Group’s long term borrowings has been estimated based on quoted market prices for the same or 
similar debt where possible. Where prices did not exist, the fair value has been estimated based the calculations of the 
present value of future cash flows using the appropriate discount rates in effect at the balance sheet dates. 
 
For foreign currency and interest rate swap agreements the fair value has been estimated based on market valuations at 
the balance sheet dates.  
 
The Group has no material un-hedged monetary assets and liabilities denominated in a currency different from the local 
currency of the particular operation.  

The table below describes the main activities and risks which lead to the use of derivatives. 

Activity Risk Type of hedge in place 

Floating rate borrowing / financing Increased interest expense due to 
increases in interest rates 

Interest rate swaps which fix the 
amount of interest payable. 

Currency rate borrowing / financing Increased currency losses due to 
increases in exchange rates 

Currency rate swaps which fix the 
exchange rates. 

Indexation The regulatory framework, under 
which revenues and the RCV are 
indexed, exposes the Group to 
inflation risk 

Index-linked instruments 

 
For the purposes of the notes below, short term debtors and creditors have been excluded, on the basis that their fair 
values are not considered to be different to book value. 
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19 Financial instruments (continued)  

Interest Rate Risk profile of financial liabilities 
  

Currency Total Index Linked 
financial 
liabilities

Fixed rate 
financial 
liabilities 

 Variable rate 
financial 
liabilities

 £m £m £m  £m
   

GBP 3,945.9 1,943.0 2,002.9  -
At 31 March 2009 3,945.9 1,943.0 2,002.9  -
   
GBP 4,069.0 2,194.8 1,824.2  50.0
At 31 March 2010 4,069.0 2,194.8 1,824.2  50.0

 
The balance above includes the debt raised in external finance markets (described further in note 17). 

 Fixed rate financial liabilities 

Currency Weighted average 
interest rate

%

 Weighted average time 
for which rate is fixed

Years

GBP 7.3  13.1
31 March 2009 7.3  13.1
  
GBP 7.8  12.0
31 March 2010 7.8  12.0
 
The Group held the following financial assets: 
 

2010 
£m 

 2009 
£m

GBP Cash 338.2  501.4
GBP Restricted cash  15.8  2.4
 354.0  503.8

 
Restricted cash of £15.8m (2009: £2.4m) is held in a designated bank account in order to meet the interest requirements 
on the loan finance.   
 
The above financial assets attract interest at floating rates. 
 



 
GREENSANDS HOLDINGS LIMITED 

 

 48

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
19 Financial instruments (continued) 
 
Hedges 
The table below shows the extent to which the Group has off-balance sheet (unrecognised) and on-balance sheet 
(deferred) gains and losses in respect of financial instruments used as hedges at the beginning and end of the year. It 
also shows the amount of such gains and losses which have been included in the profit and loss account for the year 
and those gains and losses which are expected to be included in next year's or later profit and loss accounts.  
 
All the gains and losses on the hedging instruments are expected to be matched by losses and gains on the hedged 
transactions or positions. 

 Unrecognised 
     Losses 

2010 
        £m 

Unrecognised 
     Losses 

2009 
        £m 

Losses on hedges at 1 April  (508.7)  (233.1) 
Losses in the period   (217.6)  (275.6) 

Losses on hedges at 31 March   (726.3)  (508.7) 
 
Of which: 

    

Gains and losses expected to be recognised within 2011 income  -  - 
Gains and losses expected to be recognised within 2012 income or later  (726.3)  (508.7) 

 
The unrealised losses of £217.6m (2009: £275.6m) for the current period relate to instruments which will continue to 
hedge the Group’s exposure to movements in interest rates. 
 
There is no expectation that these losses will be realised within 5 years as the company expects to hold these 
instruments until maturity.  In the event of any repayment of associated debt, the intention is to match the liability with a 
new debt instrument. 
 
Fair values of financial assets and financial liabilities  
The following table provides a comparison by category of the carrying amounts and the fair values of the Group's 
financial assets and financial liabilities at 31 March 2010. Fair value is the amount at which a financial instrument could 
be exchanged in an arm's length transaction between informed and willing parties. Where available, market values have 
been used to determine fair values.   
   

 Book value 
2010 

£m 

 Fair value 
2010 

£m 

 Book value 
2009 

£m 

 Fair value 
2009 

£m 
        
Long term borrowings (4,069.0)  (4,142.0)  (3,945.9)  (3,573.0) 
Restricted Cash 15.8  15.8  2.4  2.4 
Cash at Bank and in Hand 338.2  338.2  501.4  501.4 
Overdraft (note 16) -  -  -  - 
Derivative financial instruments held to manage interest rate profile    
Interest Rate Swaps -  (726.3)  -  (508.7) 

 
20 Grants and contributions 
 
   Group 
   £m 
At 1 April 2009   51.5 
Transfer from fixed assets   1.1 
Receivable in period   0.1 
Released to profit and loss account   (2.6)
At 31 March 2010   50.1 
   
Grants and contributions relate to non-infrastructure assets.   
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21 Share capital 
    
 Group and 

Company 
2010 

£m 

 Group and
Company

2009
£m

Authorised   
1,100,000,000 Ordinary shares of £1 each 1,100  1,100
 1,100  1,100
Allotted, called up and fully paid   
921,874,025 Ordinary shares of £1 each 921.9  921.9
 921.9  921.9

 
 
22 Reconciliation of shareholders funds 
 
Group 
 

Called up 
share 

capital
£m 

Share
Premium
account

£m 

Profit and 
loss account 

£m 

 

Total
£m 

     
At 1 April 2009 921.9 4.5 (136.3)  790.1 
Profit for the year - - 4.6  4.6 
Dividends paid - - (1.8)  (1.8)
Actuarial loss on pension scheme - - (54.3)  (54.3)
Movement on deferred tax relating to pension 
asset 

 
- 

 
- 

 
10.5 

  
10.5 

Movement on current tax relating to pension 
asset 

 
- 

 
- 

 
4.7 

  
4.7 

At 31 March 2010 921.9 4.5 (172.6)  753.8 
      
At 1 April 2008 921.9 4.5 (28.2)  898.2 
Loss for the year - - (0.1)  (0.1)
Dividends paid - - (80.3)  (80.3)
Actuarial loss on pension scheme - - (38.5)  (38.5)
Movement on deferred tax relating to pension 
asset 

- - 10.8  10.8 

At 31 March 2009 921.9 4.5 (136.3)  790.1 
 
Company 
 

Called up 
share 

capital
£m 

Share
Premium
account

£m 

Profit and 
loss account 

£m 

 
Total

£m 

      
At 1 April 2009 921.9 4.5 -  926.4 
Profit for the year - - -  - 
At 31 March 2010 921.9 4.5 -  926.4 
      
At 1 April 2008 921.9 4.5 0.7  927.1 
Loss for the year - - (0.7)  (0.7) 
At 31 March 2009 921.9 4.5 -  926.4 
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23 Notes to the cash flow statement 
 
Cash flow from operating activities 2010 

£m 
 2009 

£m 
Continuing operations    
Operating profit and profit on ordinary activities before interest and taxation 275.5  285.5 
Decrease in provisions -  (0.6)
Difference between pension charge and cash contributions (68.0)  (7.2)
Depreciation charge 198.3  187.3 
Amortisation of goodwill 6.3  6.4 
Amortisation of grants & contributions (2.6)  (2.6)
Decrease in stocks 0.3  0.6 
Increase in debtors (5.2)  (22.5)
Decrease in creditors (0.7)  (16.6)
Increase/(decrease) in deferred revenue 0.1  (0.3)
Total net cash inflow from operating activities 404.0  430.0 

 
Analysis of Net Debt: 

 
 At 1 April 

2009 
 

£m 

Cash 
flows 

 
£m 

Other non-
cash 

 
£m 

At 
31 March 

2010 
£m 

     
Cash 503.8 (149.8) - 354.0 
Bank overdraft - - - - 
 503.8 (149.8) - 354.0 
Debt due within one year (232.6) 225.7 (0.1) (7.0)
Debt due after one year (4,056.2) (50.0) (67.5) (4,173.7)
Net Debt (3,785.0) 25.9 (67.6) (3,826.7)
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24 Pensions  
 
The Group accounted for pension costs during the period under FRS17. These disclosures show a net FRS 17 deficit 
(after deferred tax) of £65.9m (2009 deficit: £83.3m). The deficit has arisen mainly as a result of lower expected future 
returns on investments and turbulence in the stock market.  The movement in the deficit is mainly due to changes in 
actuarial assumptions (financial and demographic) in the period.  These movements are analysed below. 
 
On 31 March 2010, the Group made an exceptional one off lump sum payment of £56.1m into the Southern Water 
Pension Scheme (SWPS). 
 
Pension schemes operated 
 
The Group principally operates two schemes, details of which are shown below: 
 

1. Southern Water Pension Scheme (SWPS), a funded defined benefit scheme was closed to new members on 31 
December 1998, re-opened in July 2003 and finally closed to new entrants on 1 April 2005. This scheme has 
nine trustee directors. On 1 April 2005 Southern Water Services Executive Pension Scheme (SWEPS) was also 
closed to new entrants and merged with the SWPS. 

 
The assets of the scheme are held separately from those of the Group. Legal and General and Blackrock are 
unit registrars for Southern Water Pension Scheme unit holdings, and appoint custodians at individual Pooled 
Fund level (not Client holding level). 

 
2. A second company stakeholder scheme, which is a defined contribution scheme, is also available to all 

employees. 
 

Contributions made to the defined contribution scheme for the year ended 31 March 2010 amounted to £0.4m 
(2009: £0.3m). No contributions were outstanding at the year end. 

 
Members of all schemes receive an annual statement of their accrued benefits. 
 
The latest actuarial valuation of the combined SWPS was carried out as at 31 March 2007 using the projected unit 
method.  The valuation of the combined scheme as at 31 March 2010 is currently in progress. The assumptions that 
have the most significant effect on the results of the valuation are those relating to the rate of return on investments, the 
rate of future pensionable salary increases and the level of pension increases. 
 
For closed schemes under this method the current service cost will increase as the members of the schemes approach 
retirement. 
 
Expected employer and employee contributions to the defined benefit scheme for 2010/11 are £7.4m and £0.3m 
respectively. 
 
The principal assumptions made by the actuary in the valuation were as follows: 
 

  2007
SWPS

% pa
Return on investments   6.6
Salary growth  5.2
Pension increases on the excess over guaranteed minimum pensions  

3.2
 
The assets of the scheme had a market value of £410.6m at 31 March 2007. This was sufficient to cover 81% of the 
scheme’s benefits. 
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24 Pensions (continued) 
 
FRS 17 - assumptions, asset, liability and reserves disclosures 
 
The formal actuarial funding valuations were carried out at 31 March 2007 and updated to 31 March 2010 by a qualified 
independent actuary.  Formal actuarial funding valuations as at 31 March 2007 are currently being carried out, the 
results of which have yet to be finalised. The following disclosures are combined for the SWPS and SWEPS. The major 
assumptions used by the actuary are set out in the table below. 
 

 2010
% pa

2009 
% pa 

2008 
% pa

Price inflation 3.8 3.2 3.7
Rate of increase in salaries (plus an age-related promotional 
scale) 

4.3 4.5 5.0

Rate of increase of pensions in payment 3.8 3.2 3.7
Rate of increase for deferred pensions 3.8 3.2 3.7
Discount rate 5.7 6.9 6.6
Expected return on assets  7.2 7.2 7.1
    

Assumptions regarding future mortality experience are set based on advice, published statistics and experience. In 
2010, the Group has used the post-retirement mortality assumptions comprising the ‘92’ series based medium cohort 
mortality tables modified for appropriate assumptions.  

 2010 
years 

2009 
years

Longevity at age 65 for current pensioners  
Male 21.7 21.6
Female 24.7 24.6
  
Longevity at age 65 for future pensioners  
Male 23.2 23.1
Female  26.1 26.1

 

The assets and liabilities in the schemes and the expected rates of return at 31 March 2010 and 31 March 2009 were:  

 

  Rate of 
return   

2010 
            % 

  Rate of 
return   
2009 

            % 

Value  
at  

2010 
£m 

Value 
at 

2009 
£m 

     
Equities  8.4% 8.4% 280.1 190.6 
Government bonds 4.6% 4.2% 60.9 62.2 
Non-Government bonds 5.7% 6.9% 76.5 57.6 
Cash 4.7% 4.0% 62.7 8.4 
Total market value of Plan assets 480.2 318.8 
Total value of Plan liabilities (589.0) (434.5)
Accrued deficit in the Plan (108.8) (115.7)

Related deferred tax asset 30.5 32.4 

Deferred tax on current year pension contribution 12.4 - 
Net pension liability (65.9) (83.3)
 
The equity investments and bonds which are held in plan assets are quoted and are valued at the current bid price 
following the adoption of the amendment to FRS17.  Previously these were valued at mid price. 
 
The pension deficit includes a deferred tax asset of £12.4m in relation to the increased pension contribution made by the 
company during the year (see note 21(a)(i)).  
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24 Pensions (continued) 
 
Reconciliation of the present value of the scheme liabilities 
 
 2010 

£m 
 2009 

£m 
Scheme liabilities at start of year  434.5  479.4 
Current service cost 4.7  5.0 
Interest cost 29.5  31.2 
Member contributions 1.5  2.5 
Actuarial gain on liabilities 137.9  (65.7)
Actual benefit payments (18.0)  (17.9)
Administrative expenses paid (0.7)  - 
Curtailments (0.4)  - 
Scheme liabilities at end of year 589.0  434.5 
 
Sensitivity analysis of scheme liabilities 
 
 Change in 

assumption 
Impact on 

scheme 
liabilities 

(%) 
  
Discount rate +/-  1% -/+ 15 
Rate of inflation* +/-  1% +/- 13 
Rate of increase in salaries +/-  1% +/- 3 
Rate of increase in pensions in payment +/-  1% +/- 8 
Mortality +/- 1 yr +/- 3 
 
*A change in inflation is assumed to be reflected in a change in the assumed rates of deferment revaluation, salary 
increase and pension increase (on pension in excess of GMP). 
 
Reconciliation of the fair value of the scheme assets  
 
 2010 

£m 
 2009 

£m 
At 1 April 318.8  398.4 
Expected return on assets 22.7  27.8 
Gain/(loss) on assets 83.6  (104.2)
Company contributions 72.3  12.2 
Member contributions 1.5  2.5 
Benefit payments (18.0)  (17.9)
Administrative expenses paid (0.7)  - 
Bid value of scheme assets at 31 March  480.2  318.8 
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24 Pensions (continued) 
 
a) Analysis of amounts charged/ (credited) to operating profit: 
 2010 

£m 
 2009 

£m 
    
Employer’s current service cost 4.7  5.0 
Employer’s past service cost -  - 
Expected return on pension scheme assets   (22.7)  (27.8)
Interest on pension scheme liabilities 29.5  31.2 
Curtailments (0.4)  - 
Total P&L expense before deduction for tax 11.1  8.4 
 
Analysis of the amounts recognised in STRGL: 
 2010 

£m 
 2009 

£m 
Actuarial return less expected return on pension scheme assets 83.6  (104.3)
Experience (loss)/gain arising on scheme liabilities (12.9)  13.1 
(Loss)/gain on change of assumptions (financial and demographic) (125.0)  52.7 
Total loss recognised in STRGL before 
adjustment for tax (54.3) 

  
(38.5)

 
The cumulative amount of actuarial losses recognised in the statement of recognised gains and losses is £140.9m 
(2009: £86.6m). 
 
Analysis of the movement in the schemes’ deficits during the period 
 2010 

£m 
 2009 

£m 
Deficit in the scheme at 1 April  (115.7)  (81.0)
Employer’s contributions  72.3  12.2 
Employer’s current service cost (4.7)  (5.0)
Employer’s past service cost -  - 
Cost of curtailments 0.4  - 
Other finance expense  (6.8)  (3.4)
Actuarial loss (54.3)  (38.5)
Deficit in the scheme at end of year (108.8)  (115.7)
Deferred tax relating to scheme deficit 30.5  32.4 
Deferred tax on current year pension contribution 12.4  - 
Net deficit at end of year (65.9)  (83.3)
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24 Pensions (continued) 
 
History of gains and losses for the year to 31 March 2010 are as follows: 
 
   2010 2009 2008 
a. Experience adjustment on planned assets      

Amount (£m)  (83.6) 104.3 37.5 
      

b. Experience adjustment on scheme 
liabilities 

     

Amount (£m) 12.9 (13.1) 7.1 
      

c. Total amount recognised in the STRGL      
Fair value of assets at year end (£m)  480.2 318.8 398.4 
Actuarial value of liabilities at year end (£m) (589.0) (434.5) (479.4)
Deficit in scheme at year end (£m) (108.8) (115.7) (81.0)

 
 
 
25 Contingent liabilities  
 
Contractors submit claims to SWS for the estimated final cost of their works. These claims are reviewed to assess where 
the liability for the costs rests and the amount that will actually be settled.  The expected amount is included within 
capital creditors and a further sum is identified as a contingent liability, representing a proportion of the difference 
between the contractor’s claim and SWS’s valuation.  
 
The Group had no contingent liabilities for capital claims at the year end (2009: £nil). 
 
26 Financial commitments 
 
As at 31 March 2010, the Company had annual commitments under non-cancellable operating lease agreements in 
respect of vehicles and land and buildings for which the payment extends over a number of years as follows: 
 
 Land and Buildings  Other 
 2010

£m
2009 

£m
2010 

£m 
2009 

£m
Expiring within one year - - 0.2 0.3
Expiring between two and five years - - 0.2 0.8
Expiring after more than five years 1.3 1.3 0.1 0.1
 1.3 1.3 0.5 1.2

 
Operating leases are charged to the profit and loss account over the lease term. 
 
The Company has no such commitments. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
27 Directors’ emoluments 
   
None of the directors received any payment for services as a director of Greensands Holdings Limited (2009: one of the 
directors received £5,000 paid by one of the ultimate shareholders). 
 
28 Related party transactions and ultimate controlling party 
 
The major shareholders in Greensands Holdings Limited as at 31 March 2010 are IIF International SW UK Investments 
Limited (advised by JP Morgan Investments Inc.) and The Northern Trust Company (2009: IIF International SW UK 
Investments Limited (advised by JP Morgan Investments Inc.), Challenger Infrastructure Fund via its ownership of 
Challenger Harbourmaster Holdings Jersey Limited and UBS AG). 
 
The transactions and balances with the Group’s related parties, as defined by Financial Reporting Standard 8 and the 
extent of the transactions with them are summarised below. 
 

 2010 
£m 

 2009
£m

Costs:   
   
Interest and facility fees   
JP Morgan Europe Ltd (as agent) 16.9  42.7
 11.9  -
 28.8  42.7
Eurobond interest   
National Nominees Ltd 6.0  5.2
Britel Fund Trustees  0.1  1.7
Paceweald Ltd  0.6  0.5
JP Morgan Nominees  1.2  1.1
IIF Int’l SW UK Investment Ltd  13.6  12.1
UBS AG  0.1  1.5
JP Morgan – STC Funds nominees  -  1.3
ANZ Nominees Ltd  -  0.2
Sumaya Investments Ltd  2.3  2.1
Challenger Property Nominees Pty Ltd  6.4  10.1
Phildrew Nominees Ltd (UBS IIF)  7.5  5.3
Sky Brace Investments Ltd 2.3  2.1
The Northern Trust Company 5.0  -
STC Funds Nominee Pty Limited 1.4  -
Britel Guernsey Investments Ltd 1.8  -
Total Eurobond interest payable to related parties 48.3  43.2
   
Other Income:  
JP Morgan Chase Bank N.A. – Swap receipts (as agent) 

 
0.1  5.8

   
Loans and other borrowings due within than one year:   
Short term borrowings - JP Morgan Europe Ltd (as agent) -  138.5
Temporary funds made available – Shareholders of Greensands Holdings 
Limited 

 
- 

 
87.2

   
Loans and other borrowings greater than one year:   
Long term borrowings - JP Morgan Europe Ltd (as agent) 466.7  455.8
Eurobonds – Shareholder loans 451.2  402.9
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
29 Principal subsidiaries 
 
As at 31 March 2010 the Company held 100% of the ordinary share capital of Greensands Europe Limited. Greensands 
Europe Limited’s principal subsidiaries are listed below. 

Company Class of 
share capital 

Proportion of 
shares held 

Activity 

Greensands UK Limited Ordinary 100% Non-trading activities 

Greensands Junior Finance Limited Ordinary 100% Non-trading activities 

Greensands Senior Finance Limited Ordinary 100% Non-trading activities 

Greensands Investments Limited Ordinary 100% Non-trading activities 

Southern Water Capital Limited Ordinary 100% Non-trading activities 

Southern Water Investments Limited Ordinary 100% Non-trading activities 

Southern Water( NR) Holdings Limited  Ordinary 100% Non-trading activities 

Southern Water( NR) Limited (formerly 
Aspen 4 Limited) Ordinary 100% Non-trading activities 

SWS Group Holdings Limited Ordinary 100% Non-trading activities 

SWS Holdings Limited Ordinary 100% Non-trading activities 

Southern Water Limited (formerly 
Southern Water plc) Ordinary 100% 

Intermediate parent 
company for Southern 
Water(NR) Group 

Southern Water Services Limited Ordinary 100% Supply of Water and 
Wastewater Services

Southern Water Services Finance Limited Ordinary 100% To raise debt finance 

Southern Water Services Group Limited Ordinary 100% Non-trading activities 

Southern Water Industries Limited Ordinary 100% Dormant 

Southern Water Services Finance plc Ordinary 100% Dormant 

Bowsprit Holdings Limited Ordinary 100% Dormant 

Monk Rawling Limited Ordinary 100% Dormant 

Bowsprit Property Development Limited Ordinary 100% Property Development 

EcoClear Limited Ordinary 100% Dormant 

Southern Water Executive Pension 
Scheme Trustees Limited Ordinary 100% Dormant 

Southern Water Pension Trustees Limited Ordinary 100% Dormant 

 
 
All subsidiaries have been included in Greensands Holdings Limited’s consolidated financial statements. 
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS HOLDINGS LIMITED 
 
We have audited the group and parent company financial statements (the ‘‘financial statements’’) of Greensands 
Holdings Limited for the period ended 31 March 2010 which comprise the Group Profit and Loss Account, the Group and 
Company Balance Sheets, the Group Cash Flow Statement, the Group Statement of Total Recognised Gains and 
Losses and the related notes.  These financial statements have been prepared under the accounting policies set out 
therein. 
 
Respective responsibilities of directors and auditors 
The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable 
Jersey law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are 
set out in the Statement of Directors’ Responsibilities. 
 
Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and 
International Standards on Auditing (UK and Ireland).  This report, including the opinion, has been prepared for and only 
for the company’s members as a body in accordance with Article 110 of the Companies (Jersey) Law 1991 and for no 
other purpose.  We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other 
person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent 
in writing. 
 
We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared 
in accordance with the Companies (Jersey) Law 1991.  We report to you whether in our opinion the information given in 
the Directors' Report is consistent with the financial statements.  We also report to you if, in our opinion, the company 
has not kept proper accounting records or if we have not received all the information and explanations we require for our 
audit. 
 
We read the other information contained in the Annual Report, and consider whether it is consistent with the audited 
financial statements.  This other information comprises only the Directors’ Report and the Operating and Financial 
Review.  We consider the implications for our report if we become aware of any apparent misstatements or material 
inconsistencies with the financial statements.  Our responsibilities do not extend to any other information. 
 
Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing 
Practices Board.  An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in 
the financial statements.  It also includes an assessment of the significant estimates and judgments made by the 
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the 
group’s and company’s circumstances, consistently applied and adequately disclosed. 
 
We planned and performed our audit so as to obtain all the information and explanations which we considered 
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are 
free from material misstatement, whether caused by fraud or other irregularity or error.  In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 
 
Opinion 
In our opinion: 
 
• the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted 

Accounting Practice, of the state of the Group and Company’s affairs as at 31 March 2010 and of its Group profit 
and Group cash flows for the year then ended;  

 
• the financial statements have been properly prepared in accordance with the Companies (Jersey) Law 1991; and 
 
• the information given in the Directors' Report is consistent with the financial statements. 
 
 
 
 
 
 
PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors 
Gatwick 
 
29 July 2010 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW 

Greensands Holdings Limited ("GSH") is the ultimate parent company of the Southern Water group of companies. 

The Company was incorporated in Jersey on 28 September 2007 and on 15 October 2007 acquired the entire 
shareholding of Greensands Europe Limited, whose subsidiaries include Greensands Investments Limited. Also on 15 
October 2007, Greensands Investments Limited acquired the entire share capital of Southern Water Capital Limited, 
the then ultimate parent company of the Southern Water group of companies. 

The principal operating company in the group is Southern Water Services Limited {"SWS 11
) and the information 

contained in this Operating and Financial Review ("OFR") is therefore mainly based upon the activities of this company 
only. Sections 1 and 2 that follow contain reviews of GSH for the year to 31 March 2009, and SWS for the year to 31 
March 2009, respectively. 

1) GREENSANDS HOLDINGS LIMITED 

A. THE BUSINESS 

The Company acts as a holding company, with the main trading subsidiary being SWS. 

In addition to the activities of SWS (see section 2), the Group holds an investment of 25% in Veofia Water Southeast 
Ltd (formerly Folkestone & Dover Water Services Ltd). 

Financial KPis 
Under the GSH group financial structure, there is a comprehensive set of covenanted financial. Of these, two are key 
ratios, namely the ratio of consolidated net debt to Regulatory Capital Value (RCV) and the ratios of cash income less 
Current Cost Depreciation and Infrastructure Renewals Charge to consolidated net cash interest cost. 

The net debt used in the net debt: RCV ratio is calculated as consolidated short and long-term borrowings less cash 
and short-term deposits. The RCV is set by Ofwat for five year periods at periodic reviews and reflects forecast 
growth in the asset base. lt is adjusted at each periodic review for any out-performance, shortfalls in outputs or 
permitted additional investment and for certain asset disposals. The ratio of consolidated net debt to RCV for the 
GSH group is targeted to be maintained at closely below 95o/o which is the covenanted lock-up level. Lock-up is 
defined as a restriction on all dividend payments. 

Senior adjusted cash interest cover {measured as net cash flow less Current Cost Depreciation and the Infrastructure 
Renewals Charge. to consolidated senior debt interest) is targeted to be maintained above 1.1 times, to meet 
covenanted levels. 

Key Financial Ratios 

Net debt: RCV 
2007-08 performance: 
2008-09 performance: 
Covenanted lock-up level: 
Covenanted default level: 

Senior adjusted cash interest cover 
2007-08 performance: 
2008-09 performance: 
Covenanted lock-up level: 
Covenanted default level: 

94.9% 
94.8% 
<95% 
100% 

1.17 times 
1.39 times 
1.10 times 
1.00 times 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

1) GREENSANDS HOLDINGS LIMITED (continued) 

B. FINANCIAL PERFORMANCE 

Financial Performance 

The accounting policies of the Group, including any changes in accounting policies in the period, are set out on page 
31. 

Consolidated profit and loss account 
The consolidated profit and loss account of GSH is summarised in Table 1. 

Table 1 

Turnover 
Cost of sales and admin. expenses 
Other income 
Operating profit 
Disposal of fixed assets 
Net interest 
Profit/( loss) before tax 
Tax 
Loss after tax and for the financial period 

Year 
ended 

31 Mar 
2009 

£m 

677.9 
{393.5) 

1.1 

285.5 
5.7 

(252.7) 
38.5 

(38.6) 
(0.1) 

28Sep 
2007-31 

Mar 
2008 

£m 

277.7 
(179.2) 

1.7 
100.2 

3.3 
(114.3) 

(10.8) 

(11.6) 

(22.4} 

Operating profit largely reflects the trading results of SWS for the year and additional depreciation from the revaluation 
of assets on acquisition. 

The profit on disposals of £5. 7m relates mainly to the sale of land and buildings but also includes profit of £0.2m 
relating to the disposal of investments in Taylor Plant & Haulage Limited and James Leppard & Sons Limited for £150k 
and £50k respectively. 

The loss after taxation for the year amounted to £0.1m {Period to 31 March 2008: £22.4 m). In the prior year the 
directors recommended a final dividend of £21.2m (2.3 pence per ordinary share), which was paid in the current 
financial year. Interim dividends of£59.1 m {6.41 pence per ordinary share) were also paid during the year, resulting in 
total dividends paid and charged in the current financial year of £80.3m {Period to 31 March 2008: £nil). The directors 
do not propose payment of a final dividend for 2008-09. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

1) GREENSANDS HOLDINGS LIMITED (continued) 

B. FINANCIAL PERFORMANCE (continued) 

Balance sheet 
As at 31 March 2009 the Group had tangible fixed assets of £4,899.2m (2008: £4,823.5m}, an increase of £75.7m 
from 31 March 2008. This increase results from the capital investment programme of the main operating company of 
the Group, Southern Water Services Limited. Total fixed assets as at 31 March 2009 incrudes goodwill arising on 
acquisition of £116.7m (2008: £123.1 m}. Total fixed assets also includes £15.0m relating to an investment in Veolia 
Water Southeast Limited (formerly Folkestone and Dover Water Services Limited). 

Creditors falling due within one year totalled £376.9m (2008: £215.4m) as at 31 March 2009 and included debt of 
£138.5m relating to the Term Facility Loan under the Senior BidCo Agreement entered into by Greensands 
Investments Limited , which has been reclassified from Creditors falling due after more than one year, and has since 
been repaid in full in April 2009. 

Also included in Creditors falling due within one year as at 31 March 2009 was an amount of £87.2m, which was made 
available to the Group in March 2009 by the shareholders of Greensands Holdings Limited. The utilised element of the 
facility of £35.0m is secured against Greensands (UK) Limited's shareholding in Greensands Junior Finance Limited 
and interest is charged at 15% per annum. The unutilised element of the facility was returned in June 2009. 

During the year the Group issued bonds of £300.0m to fund the ongoing capital investment programme of Southern 
Water Services Limited. 

This increase in debt finance, plus indexation of £65.2m and interest capitalisation of £43.2m on the Eurobond loan, 
offset by the transfer to short term creditors of £138.5m, ls principally responsible for the increase in Creditors falling 
due after more than one year from £3,810.1 m at 31 March 2008 to £4,073.2m at 31 March 2009. 

As at 31 March 2009, net assets of the Group were £790.1m (2008: £898.2m). 

Cash flow 

During the period the Group had a net cash inflow of £279.9m (2008: £223.9m). This largely reflects the cashflow of 
the operating company plus the receipt of the shareholder loan of £87.2m. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW {continued) 

1) GREENSANDS HOLDINGS LIMITED (continued) 

C. CAPITAL STRUCTURE, LIQUIDITY AND OTHER FINANCIAL MATTERS 

Capital Structure and Borrowing Covenants 
In September 2007, a consortium of infrastructure investors established the Greensands group of companies for the 
purpose of the acquisition of 100% of the share capital of Southern Water Capital Ltd (the then ultimate parent company 
of Southern Water Services Ltd). The holding company structure allows for structural subordination of various debt 
tranches~ building upon the capital structure and borrowing covenants at Southern Water, the main operating subsidiary. 

Southern Water carried out a refinancing of its regulated business in 2003 with the aim of reducing its cost of capital 
through a substantial increase in the proportion of debt finance. At the same time a Common Terms Agreement (the CT A) 
between the members of the Southern Water Financing Group and its debt investors was entered into. The CTA sets out 
the arrangements for the ongoing management of Southern Waters debt issuance programme, including a set of 
financial covenants, trigger events and events of default. 

Interest Rate, Liquidity and Cash Management Risk 
Greensands debt companies, Greensands Investments Limited~ Greensands Senior Finance Limited and Greensands 
Junior Finance Limited, have hedged their exposure to floating rate interest risk on 100% of their outstanding debt 
liabilities, by fixing their interest rate liabilities to index-linked obligations to match RPI indexed cash flows of Southern 
Water. Southern Water hedges its exposure to interest rate risk on at least 85% of its outstanding debt liabilities in respect 
of Class A and Class B debt for the period to the next Periodic review and at least 70% in the next period (on a rolling 
basis) into either index-linked or fixed rate obligations. 

Additional funds are raised as required. to ensure that sufficient cash and/or facilities are available to fund the business for 
the next twelve months. 

The Group sets exposure limits for, and deposits cash balances with, organisations whose credit ratings are rated a 
minimum of Moody's P1, Standard & Poor A1 or Fitch F1. 

The regulatory framework, under which revenues and the RCV are indexed, exposes Southern Water to inflation risk. 
This risk is managed through the use of index-linked instruments within the overall debt portfolio. 

An analysis of net debt is included in note 23 to the accounts. 

Credit Risk 
82% of the water and wastewater services revenue is received from household customers. The 1999 Water Act prohibits 
the disconnection of domestic customers for failure to pay water and wastewater charges. An extensive range of 
collection and recovery methods are employed~ as appropriate to the individual circumstances of the customer, to 
minimise the risk of non-payment. For non-domestic customers, the right to disconnect supplies for non-payment 
remains and is exercised as appropriate. 

The level of provision against non-collection of charges is reviewed on an annual basis, based on the age profile of the 
debt and the likelihood of recovery. A material increase in uncollected revenue, compared with that assumed in the 
setting of price limits, may provide grounds for an interim price determination by Ofwat. 



GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED 

The following review covers the results for the whole financial year of Southern Water Services Limited to 31 March 
2009 including eo m paratives. 

A. THE BUSINESS 

Southern Water Services Limited (Southern Water) holds an appointment as a water and sewerage undertaker for the 
South East area of England. Drinking water supplies and wastewater services are provided in an area covering Kent, 
Sussex, Hampshire and the Isle of Wight. These activities, which are referred to as the appointed business, account 
for 99% of turnover. There are also a number of minor activities which are not regulated under the appointment and 
which are described below as the non-appointed activities. 

Water Services 
Southern Water supplies high quality drinking water to more than one million properties across the region, through a 
network of more than 13,500 kilometres of mains, 99 water treatment works and numerous pumping stations and 
service reservoirs. 

The average daily volume supplied in 2008-09 was 555 million litres a day. Of the households served, 38% have a 
meter and pay by reference to the amount of water supplied. 88% of business customers are metered. 

Wastewater Services 
Everydaywe treat 800 million litres ofwastewaterfrom 1.8 million domestic and business properties. Wastewateris 
transported through a network of 21,638 kilometres of sewers and 2.296 pumping stations to 371 Wastewater 
Treatment Works where it undergoes a number of treatment processes. Once treated the water is recycled safely 
back to the environment. Recycled bi-products of these processes are used to produce organic-based fertilisers, soil 
conditioners and to generate electricity. 

Of the total water and wastewater services turnover, 18% is derived from commercial customers whilst the remainder 
is from households. 

Non-appointed Activities 
Southern Water also carries out a small number of non-appointed activities associated with the core business. The 
largest of these is the provision of property search information for homebuyers. During the year 99,000 searches were 
sold. 

Regulation of the Water Industry 
The Water Services Regulation Authority (WSRA) replaced the Office of the Director General of Water Services on 1 
Apri12006. However, the WSRA has continued to operate under the organisation's former name 'Ofwat'. Ofwat's 
main duties are ensuring companies can finance their functions, protecting customers' interests and promoting 
competition. lt is also responsible for setting price limits for all appointed water and sewerage undertakers. These 
price limits apply to the weighted average of water and wastewater charges. 

Price limits were last set in 2004 for the period 2005-06 to 2009-10. The allowed increases for Southern Water are 
shown in Figure 1 below. Associated with these price limits are a set of required outputs and efficiency targets. Price 
limits for the subsequent five-year period will be set in 2009. 

F 1 P · r ·t 1gure nee 1m1 s 
2005-06 2006-07 2007-08 2008-09 2009-10 

Allowed price increase ('K' factor) 12.6% 3.9% 3.5% 5.8% 2.6o/o 

Charges can be increased by RPI plus the 'K' factor. 

The next price review {PR09) covers the five years from April 2010. The main objective of each periodic review is to 
set price limits that deliver the best value for water consumers and allow efficient water companies to provide a 
sustainable service into the future. 

For water and wastewater companies to meet the challenges of the future and be responsive to changing consumer 
expectations~ companies must take ownership of their own long-term plans. Water companies, including Southern 
Water, started this process with each developing and publishing a strategic direction statement in October 2007. This 
sets out our approach to delivering a sustainable water and wastewater service for our customers in the long term. 
Subsequently we submitted to Ofwat our draft and final Business Plans to support the PR09 process. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

A. THE BUSINESS (continued) 

Competition 
The Water Act 2003 set out a framework for the development of competition within the water industry. On 1 December 
2005, a new water supply licensing regime was launched by Ofwat. This signals a clear drive to develop competition in 
the water sector. To date no customers have switched under the regime. 

A review of competition in the water industry was recently undertaken by Professor Martin Cave on behalf of the 
Government. The conclusions of this review were published in Spring 2009. The key findings of Professor Cave's 
report were to recommend that the Government introduce legislation to allow over 162,000 large public and private 
sector organisations in England and Wales to choose their water and sewerage retailer for the first time. The report 
also suggested that retail divisions of water companies be made legally independent from their network business. 

Our customers want to have reliable water services at an efficient price. Competition needs to offer customers choice 
of service and price, together with a secure, resilient service, otherwise the benefits to customers will be negligible. 
Southern Water is committed to improve clarity of our accounting for each part of the supply chain. This will aid 
transparency in costs and charges to new entrants. 

Strategic Goals 
Southern Water aims to provide resilient, sustainable and value for money services to current and future customers. 
This means we will need to continually review the needs of our customers and the service levels provided. The Board's 
strategy to achieve this is to focus tightly on the core activities, utilising professional partner companies to provide non
core support in areas such as ITI Human Resources and Finance. 

To ensure that regulatory goals are met and the business delivers to customers effectively and efficiently, the Board 
has endorsed a comprehensive set of performance targets for all areas of the business. In addition, to ensure focus on 
key issues, the Top 10 targets for the organisation are set out annually for all staff. 

The Top 10 targets for the coming year are set out below. 

1. Maintain wastewater treatment compliance at the high levels achieved in 2007-08 and 2008-09. 
2. For the financial year 2009-10, minimise the number of properties internally flooded as a result of overloaded 

sewers. 
3. Minimise pollution incidents, particularly those in the most serious categories 1 and 2. 
4. Improve the high level of water treatment compliance achieved in 2008-09. 
5. Deliver the capital programme outputs to the agreed business plan profile of £235m for 2009-10. 
6. Deliver further customer service improvements by reducing the number of occasions that customers have to 

contact the Company by 10%. 
7. Reduce customer debt. 
8. Reduce accidents by increasing near miss reporting leading to the number of accidents reportable to the Health 

& Safety Executive being less than the low numbers achieved in 2008-09. 
9. Further improve employee welfare by targeted Health & Safety training. 
10. Set up an energy reduction team to enable proposed energy I carbon reduction schemes to be commenced in 

2010-11. 

Headline KPis 
The Top 10 targets are supported by a series of sub-targets and Key Performance Indicators (KPis) for the 
organisation. These KPis are the indicators which the Board regularly monitors and considers key to the achievement 
of its long-term objectives for the organisation as a whole. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED {continued) 

A. THE BUSINESS (continued) 

Financial KPis 
Under the financial structure, there are a corn prehensive set of covenanted financial ratios. Of these, there are two key 
ratios, namely the ratio of net debt to Regulatory Capital Value {RCV) and the ratio of cash income to net interest cost. 

The net debt used in the net debt: RCV ratio is calculated from Southern Water's Regulatory Accounts as short and 
longwterm senior borrowings less cash and short-term deposits. The RCV is set by Ofwat for five year periods at 
periodic reviews and reflects forecast growth in the asset base. lt is adjusted at each periodic review for any out
performance, shortfalls in outputs or permitted additional investment and for certain asset disposals. The ratio of 
senior debt to RCV is targeted to be maintained at below 85%, in line with our debt covenants. 

Senior adjusted cash interest cover (measured as net cash flow less Current Cost Depreciation and the Infrastructure 
Renewals Charge, to senior debt interest) is targeted to be maintained above 1.1 times, to meet covenanted levels. 

Net debt: RCV 
2007-08 performance: 
2008-09 performance: 
Covenanted lock-up level: 

Senior cash interest cover 
2007-08 performance: 
2008-09 performance: 
Minimum target trig~er level: 

Customer Services 

77% 
81% 
<85% 

1.4 times 
1.7 times 
1.1 times 

Ofwat has specified a range of customer service indicators which it monitors and reports on each year. The Board 
pays particular attention to these indicators and Southern Water's comparative performance. 

Since 2006, we have shown continued improvement within Customer Services and recent initiatives have ensured that 
the 2008-09 outturn has maintained the forward movement. The comparative Customer Services OPA scores, out of a 
maximum of 37.5 points, are shown in the table below along with the target for 2009-10. 

Overall performance across all areas of the business is measured by Ofwat using an Overall Performance 
Assessment (OPA) index, which takes In a range of measures including customer service, service interruptions, water 
pressure, leakage and pollution incidents. Price limits can be adjusted for comparatively good or poor performance on 
the OPA index at price reviews and in recent years, the overall OPA score has been adversely affected by earlier 
customer service issues. The Board continues to monitor performance against this overall measure and aims to 
achieve an incremental improvement in the score each year. 

Customer services 
Ofwat Improvement plan achieved. 

Overall Performance Assessment 
2007-08 performance: 
2008-09 performance: 
2009-1 0 taraet: 

11.2 points 
35.6 points 
37.5 points 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2] SOUTHERN WATER SERVICES LIMITED (continued) 

A. THE BUSINESS (continued) 

Water Services 
The provision of high quality drinking water is fundamental to public health. The Drinking Water Inspectorate (DWI) 
oversees standards of drinking water in England & Wales and Southern Water is required to monitor water quality at 
its water treatment works, reservoirs and at customer taps. The overall DWI measure of tests meeting the standards 
at customer taps is reported as percentage mean zonal compliance and is measured over the calendar year. This is 
the key measure of the quality of water received by customers. Maintaining mean zonal compliance as close to 100% 
as practicable is a key target to ensure consistently high standards for customers. 

Minimising leakage is a key component of the strategy to ensure adequacy of water resources. Southern Waterjs aim 
is to beat annual leakage targets set by Ofwat {92 M 1/d for 200 7-08 and 2008-09) maintaining its position as the water 
and sewerage company with the lowest leakage levels in the industry~ measured on a per property basis. 

Drinking water compliance (based on calendar years) 
2005 performance: 99.96% 
2006 performance: 99.95% 
2007 performance: 99.95% 
2008 performance: 99.97% 
2009 target: 99.98% 

Leakage (based on financial years) 
2005-06 performance: 
2006-07 performance: 
2007-08 performance: 
2008-09 performance: 
2009-1 0 target: 

Wastewater Services 

93 Mild 
82 Mild 
83 Mild 
87 Ml/d 
85 Ml/d 

The operation of wastewater infrastructure has the potential to cause adverse effects on the natural environment. 
Southern Water·s goal is to minimise these potential impacts by ensuring that pollution incidents are kept to a 
minimum and treated wastewater is appropriately recycled back into the environment. We are committed to meeting or 
improving upon legislative and regulatory environmental requirements and codes of practice. 

2007 was our best year ever in terms of improved environmental performance and this step change was further 
improved in 2008. 

Our performance highlights are summarised below: 
• Dramatic reduction in the most serious pollution incidents in 2007 and further improvement in 2008 
• Dramatic improvement in Wastewater Treatment Works compliance in 2007 sustained in 2008 

The drivers behind our improved performance were: 
• Targeted investment 
• Management focus 
• Cultural change 
• Working with the EA 

Pollution incidents (based on calendar years) (Category 1 'Major, Category 2 'Significant? 
2005 performance: 13 Category 1 &2 pollution incidents 
2006 performance: 15 Category 1 &2 pollution incidents 
2007 performance: 7 Category 1 &2 pollution incidents 
2008 performance: 4 Category 1 &2 pollution incidents 
2009 target: 5 Category 1 &2 pollution incidents 

Wastewater treatment works compliance (failures of numeric consents) 
2005 performance: 14 
2006 performance: 15 
2007 performance: 3 
2008 performance: 3 
2009 target: 5 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED Ccontinuedl 

B. FINANCIAL PERFORMANCE 

Financial Performance 
The accounting policies of the company, including any changes in accounting policies in the year, are set out in the 
accounts of Southern Water Services Ltd for the year to 31 March 2009. 

Profit and Loss Account 
The profit and loss account of Southern Water Services Ltd is summarised in Table 1. 

Years ended 31 March Change 

Table 1 2009 2008 

£m £m % 

Turnover 677.8 618.7 9.6 

Cost of sales and admin. expenses (363.9} (361.4) (0.7) 

Exceptional items (20.3) 100.0 

Other income 0.3 0.4 (25.0) 

Operating profit before exceptional items 314.2 257.7 21.9 

Operating profit 314.2 237.4 32.4 

Profit on disposal of fixed assets 7.6 9.5 (20.0) 

Net interest (172.4) (145.0) (18.9) 

Profit before tax 149.4 101.9 46.6 

Tax (52.0) (14.5) (258.6) 

Profit after tax 97.4 87.4 11.4 

Dividends (120.1) (67.8) (77.1) 

Retained profit (22.7) 19.6 (215.8) 

Operating profit for 2008-09 increased by 32.4% to£314.2m (2007-08: £237.4m). This increase was largely due to the 
9.6% increase in turnover and the impact of exceptional administration expenditure during the prior year of £20.3m. 
Operating profit before exceptional items increased by 21.9% compared with the previous year. 

Turnover increased by9.6% to £677.8m (2007-08: £618.7m). This resulted principally from the impact of inflation and 
an increase in the K factor (the annual price movement as set by Ofwat) which was required to secure and service the 
ongoing finance for the continual investment programme for the current regulatory review period which totals 
approximately £2bn. Whilst the majority of customers are not charged according to the volume consumed, the wet 
summer and economic climate has had a negative effect on metered water sales. 

Costs, excluding exceptional items, increased by 0. 7% to £363.9m (2007 -08: £361.4m ). This increase resulted mainly 
from the impact of inflation and higher depreciation partially offset by operating efficiencies. 

The profit on disposals of £7.6m (2007-08: £9.5m) relates mainly to the sale of land and buildings. 

The profit after taxation for the year amounted to £97.4m {2007-08: £87.4m). In the prior year the directors 
recommended a final dividend of £378.57 per ordinary share. which was paid in the current financial year. Interim 
dividends of £1,766.18 per ordinary share (2007 -08: £71 0.82 per ordinary share), totalling £98.9m {2007-08: £39.8m) 
were also paid during the year. resulting in total dividends paid and charged in the current financial year of £120.1 m 
(2007-08: £67.8m). The directors do not propose payment of a final dividend for 2008-09. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

B. FINANCIAL PERFORMANCE (continued) 

Cash Flow statement 
Net cash inflow from operating activities increased to £443.3m for 2008-09 from £365.0m in 2007-08. This reflects the 
impact of increased turnover being higher than the increase in cash costs. 

The net cash outflow from returns on investment and servicing of finance decreased to £1 06.8m for 2008-09 from 
£115.3m in 2007-08, due to lower interest paid and in particular the timing of interest payments at the year end. 

The outflow of cash relating to the purchase of tangible fixed assets was £330.6m (2007-08: £428.5m) and net cash 
outflow before financing in 2008-09 was £117. 1m (2007-08: £217.6m). 

During the year borrowings were increased by £298.3m in order to help meet the ongoing requirements of the capital 
investment programme less amounts charged for depreciation. 

Balance Sheet 
At the end of the year to 31 March 2009, Southern Water had fixed assets of £3,645.8m (2007-08: £3,546.6m) an 
increase of £99.2m from March 2008. This increase results from the capital investment programme. 

As at 31 March 2009 Creditors falling due within one year totalled £311.2m and included the mezzanine debt of 
£146.0m, since this was repaid in April 09. Creditors falling due after one year increased by£189.2m to£3,393.2m as 
at 31 March 2009. This principally resulted from an additional new loan agreement entered into on 5 March 2009 of 
£300.0m and an increase in indexation of £56.5m, offset by the transfer of the mezzanine debt (£146.0m) to short term 
and the repayment of £20.0m of mezzanine debt. The net pension deficit increased to £83.3m following the latest 
actuarial valuation, as described in note 22 to the accounts of Southern Water Services Limited. 

Overall net assets decreased from £811.4m to £761.0m. 

Dividend policy 
Distributions may comprise normal dividends, special dividends and shareholder loan payments. Board decisions in 
respect of annual distributions will reflect consideration relevant to directors• duties at law and under the Ofwat 
administered regulatory arrangements. 
Distribution proposals submitted to the board will include an assessment of the proposed distribution on the 
Company's credit rating, headroom under debt covenants, potential impact on the financial flexibility and the ability of 
the Company to deliver its capital programme. 
Distribution proposals submitted to the board will include an assessment of the Company's performance against 
business plan including expected performance over the balance of the regulatory period. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

C. CAPITAL STRUCTURE, LIQUIDITY AND OTHER FINANCIAL MATTERS 

Capital Structure and Borrowing Covenants 
Southern Water carried out a refinancing of its regulated business in 2003 with the aim of reducing its cost of capital 
through a substantial increase in the proportion of debt finance. At the same time a Common Terms Agreement (the 
CT A) between the members of the Southern Water Financing Group and its debt investors was entered into. The CTA 
sets out the arrangements for the ongoing management of Southern Water's debt issuance programme, including a 
set of financial covenants, trigger events and events of default. 

Interest Rate, Liquidity and Cash Management Risk 
Southern Water hedges its exposure to interest rate risk on at least 85% of its outstanding debt liabilities in respect of 
Class A and Class B debt for the period to the next Periodic review and at least 70% in the next period (on a rolling 
basis) into either index-linked or fixed rate obligations. 

Additional funds are raised as required, to ensure that sufficient cash and/or facilities are available to fund the business 
for the next twelve months. 

The Company sets exposure limits for, and deposits cash balances with, organisations whose credit ratings are rated 
a minimum of Moody's P1, Standard & Poor A1 or Fitch F1. 

The regulatory framework, under which revenues and the RCVare indexed, exposes Southern Water to inflation risk. 
This risk is managed through the use of index-linked instruments within the overall debt portfolio. 

An analysis of net debt is included in note 21 to the accounts of Southern Water Services Limited. 

Credit Risk 
82% of the water and wastewater services revenue is received from household customers. The 1999 Water Act 
prohibits the disconnection of domestic customers for failure to pay water and wastewater charges. An extensive 
range of collection and recovery methods are employed, as appropriate to the individual circumstances of the 
customer, to minimise the risk of non-payment. For non-domestic customers, the right to disconnect supplies for non
payment remains and is exercised as appropriate. 

The level of provision against non-collection of charges is reviewed on an annual basis, based on the age profile of the 
debt and the likelihood of recovery. A material increase in uncollected revenue, compared with that assumed in the 
setting of price limits, may provide grounds for an interim determination of K by Ofwat. 
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GREENSANDS HOLDINGS UMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

21 SOUTHERN WATER SERVICES LIMITED (continued) 

D. OPERATIONAL PERFORMANCE 

Water services 
Water Companies in England have all now drafted and consulted on their water resources plans and are awaiting 
decision from DEFRA before they can publish their final plans. The Water Resource plans set out how the Company 
intends to meet its anticipated demands over the next 25 years. The plans are reviewed and consulted on in detail 
every 5 years or when there has been a material change in circumstances. In the South East of England an additional 
layer of interaction occurs as each of the companies, Ofwat, the Environment Agency and the Consumers Council for 
Water work together to find the best regional solution for customers. 

The core aspect of the plan is to meet the anticipated demand in the most cost effective and sustainable way and this 
could be achieved through demand management measures. leakage reduction or developing new resources. 
Following consultation the Company summaries the responses it has received in its statement of response and based 
on this DEFRA then decide whether the plans can be published. 

Drinking water quality continued to be high across the region. Mean zonal compliance, based on compliance at the 
customer tap with DWI standards, remained high at 99.97% for the 2008 calendar year. To maintain these high 
standards each year over 640,000 tests are carried out on water from its source to the customer's tap. Drinking water 
supply operations are accredited to ISO 9001 standards. Over the current price limit period further capital investment 
will be made in order to reduce turbidity (cloudiness) at four sources and reduce nitrate concentrations at a further two 
groundwater sources. 

Environmental 
Southern Water recognises that its activities have an effect on the natural environment, through the abstraction of 
water for supply and the discharge of treated effluent to water courses and the marine environment. Both abstraction 
and effluent discharges are regulated by the Environment Agency via abstraction licences and discharge consents. 

During the 2008 calendar year only three of our 371 Wastewater Treatment Works failed to comply with their consent 
conditions. This performance sustained the performance achieved in 2007 which was a dramatic improvement on the 
15 failures in 2006. 

Pollution incidents occur mainly as a result of failures in the sewerage network. Incidents are classified as Category 1, 
2 or 3 by the Environment Agency with categories 1 and 2 representing the most serious incidents. Whilst Southern 
Water always works hard to avoid any incidents occurring, the nature of wastewater operations and the extent of the 
sewerage network mean that some incidents are inevitable. Southern Water has an incident response team on 
standby to ensure that where incidents do occur, their impact on the environment is minimised. Both minimising the 
number of pollution incidents and ensuring cam pliance with discharge consents continue to be part of the Corn pany's 
'Top 1 0' targets. 

Bathing water quality 
During the 2008 bathing water season (1 May to 30 September} the Environment Agency tested 81 beaches in the 
region for compliance with the EU Bathing Water Directive standards. 80 of the 81 beaches met the mandatory 
standards and 70% met the much stricter guideline standards. 

Customer service 
In accordance with our continuous improvement plan, we have made a significant advancement during 2008-09. 

Regulatory performance during this period has been closely monitored by the Board by reference to targets defined in 
our improvement programme, which was formulated and agreed with Ofwat. Our forward momentum has continued 
with an exceptional improvement throughout 2008-09, as illustrated by the Overall Performance Assessment (OPA) 
index which is set out in section A above. 

Following the introduction of a new billing system and new telephony system in early 2007, we have improved and 
enhanced our processes and procedures, redesigned and improved our website, and recruited a significant number of 
people. We have also undertaken comprehensive training and development of new and existing staff and enhanced 
data and reporting systems. These improvements will continue to enhance customer service through a reduction in the 
need for customers to contact us, increased first time resolution, improved service in terms of both wait times and 
customer experience and a significantly increased choice of service channels and the convenience of 24 hour 'self
service' options. This year our website was awarded the 'Best in the Utility Industry' for usability by an independent 
survey carried out by Utility Week. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

D. OPERATIONAL PERFORMANCE (continued) 

Customer service (continued) 
We have worked continuaUy with our key service providers throughout this period to ensure our back-office activities 
are consistent in terms of quality and performance with the needs of our customers. We have enjoyed continuous 
improvement throughout 2008-09, resulting in a reduction in the level of repeat contacts and complaints. 

Moving forward into 2009-10, we plan to further enhance our customer experience with more improvements to our 
website and a number of initiatives designed to increase the level of first-time resolution of customer enquiries and 
reduce the need for repeat contact. 

Energy use 
Energy Management 
Energy management has always been key and an integral part of Southern Water's Asset Management but with the 
increasing awareness of climate change and the requirement to report and reduce our Carbon emissions we have 
recognised the increasing importance of Energy Management. To this end we have 're-aligned' our Asset 
Management structure to provide greater focus on Energy and Carbon to ensure that opportunities for Energy and 
Carbon saving are identified, explored and delivered. A recently established 'Energy Panel', attended by directors, 
also provides strategic direction and ensures that key decisions such as Energy Purchasing are given the attention 
they require. 

Generation 
Southern Water completed the installation of their eleventh Combined Heat & Power (CHP) plant in Apri12008. During 
the year the Company has generated over 36 GWh of electricity from these renewable sources which is an increase of 
over 180% on the previous year. Further investment in CHP is planned during the next 5 year price review period 
which will contribute to our target of generating 20% of our electricity demand from renewable sources by 2020. 
Southern Water has also maximised the use of its diesel fuelled standby generators throughout the winter months to 
minimise the impact of peak winter tariffs known as 'Triads'. The generators were also used throughout the year to 
support the National Grid during periods of high demand by participating in a scheme known as Short Term Operating 
Reserve (STOR) whereby Southern Water receive payment for making the generators available for National Grid to 
call upon 24 hours per day 365 days per year. 

Energy Usage 
Southern Water has continued with its Optimisation programme throughout the year to reduce consumption through 
process optimisation and to mitigate the affect of peak winter tariffs by optimising site load profiles to consume less 
electricity during these peak periods. During the year we have also finalised our plans for further investment in energy 
efficiency improvements for 2010 onwards. These plans include improved power consumption monitoring at our top 20 
power consuming sites, improved efficiency monitoring of our pumps and the roll out of Automatic Meter Reading 
(AMR) devices at 2,000 sites to provide accurate detailed consumption data. 

Carbon footorint 
Southern Water is now calculating its Carbon footprint each quarter in readiness for the introduction of the Carbon 
Reduction Commitment (CRC) in 2010 when we will have to purchase carbon vouchers in proportion to our emissions. 
We have continued to work with the Carbon Trust and consultants to review opportunities to reduce our operational 
emissions and as part of our PR09 business plan submission to OFWAT we have carried out a detailed assessment of 
the anticipated emissions to construct and operate all the schemes put forward in our business plan and we have a 
range of 'Carbon mitigation' schemes included in our submission for delivery 2010 onwards. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAl REVIEW (continued) 

21 SOUTHERN WATER SERVICES LIMITED (continued) 

E. LOOKING AHEAD 

The Remainder of AMP4 
2008-09 is the fourth year of the current five year regulatory period (AMP4}. 

In the first four years of AMP4, £1.5bn of the £2.0bn capital expenditure programme for this regulatory period has been 
delivered and many of the required outputs have been delivered ahead of schedule. 

The largest scheme in the capital programme is for the provision of a new wastewater treatment works to provide 
secondary treatment for Brighton & Hove. This scheme is needed to ensure that the effluent discharges meet the 
requirements of the EU Urban Wastewater Directive. Subsequent to a five-week planning inquiry held in the summer 
of 2006. the Company's proposals were rejected by the Government in July 2007 following a public inquiry. Southern 
Water prepared new proposals which responded to the comments made by two Secretaries of State. The new design 
combined new features, land shaping and planting to blend the proposals into the surrounding landscape. A new 
planning application was made to East Sussex County Council, the planning authority, in January 2008. Planning 
permission was granted by East Sussex County Council in October 2008, however a Judicial Review application, 
which challenges the Planning Committee decision was then lodged in January 2009. The Judicial Review is effectively 
over and the scheme now has no further impediment to a reasonable commencement. As a result of the delays 
caused by the rejection of the initial planning application, some £200.0m of expenditure on this scheme has been 
deferred into the next regulatory period. Effectively therefore, taking account of this delay, the expenditure of £1.5bn In 
the first four years of AMP4 compares with an adjusted five year programme of £1.8bn. 

The second major objective for AMP4 was to ensure that stable 'serviceability' was achieved on above-ground 
wastewater assets by 2007-08. This was confirmed by Ofwat during 2008-09. 

On the water service side, the achievement of a maximum score of 100 on Ofwafs security of supply index- a 
measure of the resilience of our water supplies - was targeted to be achieved by 2008-09. lt is expected that 
achievement of this target will be confirmed by Ofwat following submission of the Company's 2009 June Return to 
Ofwat. 

The 2009 Periodic Review 
One of Ofwat's main tasks is to set price limits for the water and sewerage companies in England and Wales. Ofwat 
reviews price limits every five years. Prices were set at the price review in 2004 for 2005-2010. The current price 
review (PR09} covers the five years from April 2010. 

PR09 is organised for review in four phases, which commenced in October 2007. We have now started phase 3 by 
publishing our Business Plan. Phase 3 will also cover the discussions around this plan with Draft and Final 
determinations provided by Ofwat in July and November respectively. Phase 4 focuses on delivering the plan. 

A Strategic Direction Statement was published in December 2007, representing the first milestone in the price review, 
and setting out our 25-year vision, reflecting customers' views on the standards they expect from Southern Water and 
the Company's delivery plans. Our objectives are: 
• Provision of resilient services to customers in a changing environment 
• Facilitation of sustainable growth 
• Recognition as best value for money 

In August 2008 Southern Water published its Draft Business Plan which set out what could be achieved during the 
period 2010-2015. We consulted widely on this draft plan and subsequently made revisions and refinements before 
publishing our Final Business Plan on 7 April 2009. This plan sets out in detail our investment proposals to maintain 
and enhance services to customers. 

The water industry faces numerous challenges over the next 25 years, some of which are more apparent than others. 

Climate change will inevitably be a key influencing factor in the Company's strategy going forward. Our fundamental 
role of balancing flows of water to and from the environment is put under additional strain from the effects of climate 
variability. Our Carbon footprint, the amount of Carbon we emit into the atmosphere each year through our operations, 
can contribute to the effects of climate change thus compounding this problem. Minimising it is a significant challenge 
and a key consideration in all our future proposals. Future challenges may constrain our options, but taking account of 
them now will ensure a sustainable service for future generations. Our Final Business Plan includes measures to 
address both these risks and many other risks. Our Company strategy can be found at: 

http://WMN.southernwater.co.uk/pdf/aboutUs/businessPian/SW BusinessPian 09v4.pdf 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

E. LOOKING AHEAD (continued) 

The 2009 Periodic Review (continued) 
The key investment driver for the next regulatory period from 2010 to 2015 {AMPS) will be meeting the requirements of 
European legislation. For example, the Water Framework Directive (WFD) requires the achievement by2015 of'good 
chemical and ecological status' for surface waters and 'good' status for groundwater in terms of quality and quantity. 
This is to be achieved through the establishment of River Basement Management Programmes, the first of which will 
run consecutively with AMPS. Further investment in water resources will also be required to ensure security of supply 
and further reduce the risk of flooding from sewers. 

The proposed capital investment programme continues to be very substantial at £2.2bn of which over 30% is for 
meeting European legislation. Our recent research has shown that customers support the need for further service 
improvements in preventing sewer flooding, odour control from sewage treatment works and improvements to drinking 
water quality in addition to large parts of the Environmental Quality improvement programme. 

We will continue to recognise that the needs of our business customers may differ considerably from the needs of our 
domestic customers and we will ensure fairness to both groups of customers by developing our tariff strategy to reflect 
the different customer needs. 

The nature of the current regulatory regime provides a strong incentive for us to continue to become more efficient in 
our operations and investments and deliver value to customers. To enhance these incentives, a new water supply 
licensing regime was launched on 1 December 2005 creating a framework for competition to develop in the industry. 
Although this has been slow to move forward. Ofwat has shown a clear will to accelerate competition in the water 
sector. At Southern Watert we are keen to work with the regulators to ensure that a system of competition, delivered in 
the right way and serving the interests of all customers, can be developed. The Government may also take a view on 
how it wishes to see competition develop in the water industry and we will need to take account of these views. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

F. RESOURCES AND KEY RELATIONSHIPS 

Management 
The Board of Southern Water is responsible for the overall strategic direction of the business. During the year the 
Board consisted of two executive directors -the Chief Executive Officer and the Finance Director- along with five 
non~executive directors. Three of these non-executive directors are independent) as required by our regulatory 
licence. 

The day-to-day operations of the business are overseen by the Executive Management Team. This group, led by the 
Chief Executive Officer, consists of the heads of each department- Finance, IT, Human Resources, Operations~ 
Assets, Customer Services, Revenue, Corporate Strategy, Commercial~ Legal and Communications. 

People 
At the year end, Southern Water had 1,543 full time equivalent staff across the region. This number has increased by 
20 from last year. This reflects a normal level of attrition that has been offset by recruitment into our Customer 
Services function as we continue to enhance service delivery to our customers. 

The Company is committed to improving our employees' skills through continued learning and our strategic investment 
in staff development continued through the year. A number of development programmes were completed including: 
160 people attending 'Rocketing Performance'- a series of structured development modules designed to improve 
leadership and the delivery of a successful pilot training program me designed to increase the skill base of operational 
staff. During the year 300 individuals from across the organisation attended Leadership Conferences designed to 
engage people and develop business solutions to further improve services to customers. 

The development of the skill base was further enhanced during the year with a new intake of apprentices and 
graduates to the business, the sponsorship of an innovative engineering Masters degree in conjunction with the 
University of Brighton and an award winning scheme through the RBLI which assists disadvantaged and disabled 
people back into work. 

Southern Water continues to support and encourage staff to fully participate in the organisation. This increases 
motivation and enthusiasm which was demonstrated this year by significantly improved results in the annual staff 
opinion survey. 

Key Partners 
Southern Water has continued to deliver its five year capital investment programme ahead of targets. The Commercial 
mechanisms and strategic partnerships established through the Single Entity Contract with 4Delivery and the Utility 
Services Contracts with Morrison Utility Services (Mechanical and Electrical), Holleran Mouchel Parkman JV (Sewers), 
and Clancy Docwra (Water Networks) have continued to ensure delivery of high quality, value for money outputs. 

Throughout this period Southern Water has been developing and implementing its sourcing strategy to maintain and 
improve the delivery of operational and capital outputs for the AMPS period. The primary focus has been to establish 
new Multi Service Framework agreements for an core Utility Services. Arrangements for the major capital delivery 
programmes will also be reviewed to align with final AMPS programme. 

The Master Framework Agreements which Southern Water established to deliver a variety of 'back office• services 
including correspondence handling (RR Donnelley), IT Infrastructure management {Wipro Technologies), Finance and 
Accounting (Wipro BPO) and Engineering Solution and Design (WS Atkins and TCS) have continued to show 
impressive improvements in both quality of service and value for money. These agreements are due for renewal in 
2010 and Southern Water will be reviewing the nature and scope of current service provision in order to finalise a 
commercial strategy for these services moving forward. 
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GREENSANDS HOLDINGS UMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED fcontinuedl 

G. RISK MANAGEMENT 

Risk management is embedded within Southern Water. A central database of key risks is maintained and all 
managers have access to and the ability to raise risks on the database. Risks are assessed in terms of impact in the 
following areas: 
• Financial 
• Reputation 
• Health and safety 
• Security of supply 
• Regulatory, environmental and legal 

Creating clear visibility throughout the organisation of all key risks ensures that adequate controls are put in place or 
mitigating action taken to reduce the impact or likelihood of the risk manifesting. All risks within the database are 
assigned to a manager to ensure clear ownership of risks and responsibility for their control and mitigation. 

All risks scoring in the highest category are reviewed by the Chief Executive Officer and all risks above a specified 
threshold are reviewed regularly by the Executive Management Team. 

To ensure ongoing compliance with policies and standards of the Company and regulatory and legal requirements, all 
senior managers are required to sign a six-monthly letter of Compliance, certifying that the function for which they are 
responsible complies with all relevant requirements. 

KEY RISKS 

Regulatory Risk 
Southern Water is a highly regulated business. The water sector has three main regulators- Ofwat, the Environment 
Agency and the Drinking Water Inspectorate. Not meeting any of the regulatory requirements or falling obligations 
placed upon the Company by regulators could result in financial toss through the price setting mechanism, fines, legal 
enforcement action and ultimately the loss of the appointment as a water and sewerage undertaker. Any change in 
regulatory policy could also have a significant impact on the organisation. The most prominent of these risks currently 
is: 

The risk of a poor determination at the 2009 Periodic Review 
The process for Ofwat's 2009 Periodic Review began in 2007-QS. This will determine price limits for the period from 
2010 to 2015. Southern Water submitted its Final Business Plan to Ofwat in April 2009. Failure by Ofwat to recognise 
significant investment needs or other major issues included within that plan may lead to a shortfall in funding for the 
regulatory period. 

Southern Water has carried out extensive preparatory work for the review, culminating in the submission of our Final 
Business Plan to Ofwat. We have worked with expert partner organisations to ensure the robustness of the asset plan 
which underpins the Business Plan. 

We have responded to all of Ofwat's consultations on the price review methodology and the Company works closely 
with Water UK as well as maintaining its own close contact with regulators to ensure that its views are heard. We will 
continue our dialogue with Ofwat on key issues, leading up to their Final Determination of price limits in December 
2009. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

G. RISK MANAGEMENT (continued) 

KEY RISKS (continued) 

Operational Risk 
Water and sewerage services are essential to public health and the safeguarding of the environment. Whether arising 
from a failure to maintain and invest in assets or operational issues, any failures could lead to interruptions to public 
water supplies, risk to health through supply of unfit water or severe environmental damage from the failure of our 
wastewater assets. These are ongoing risks which are managed as part of the everyday business. But the impact of 
failure is potentially significant for both customers and the environment. 

The key risk in this area is currently as follows: 

The risk of not containing pollution incidents and works compliance targets not being met 
Southern Water operates 371 wastewater treatment works and manages more than 21,000km of sewers across four 
counties. Whilst one of the key objectives for the Company is to minimise the impact of its operations on the 
environment, the scale of these operations means that some incidents and compliance failures are inevitable. These 
can occur as a result of poor maintenance, human error or system incapacity. 

As wen as the risk of damage to the environment, such incidents can lead to prosecutions by the Environment Agency 
and fines being imposed as well as damage to the reputation of Southern Water. To minimise the risk of such 
incidents Southern Water is investing around £900m on asset maintenance over AMP4. lt also has a pollution incident 
response team on stand by to ensure that where incidents do occur, their impact on the environment is minimised. 

Financing Risk 
The Company intends to at least maintain its present risk profile, as measured by its investment grade credit rating. lt 
does not enter into treasury transactions for the purpose of speculation, but only to manage risk inherent in the 
business or funding on a prudent basis. 

Negative cash flows before financing, which have been a feature of the water industry since privatisation as a result of 
mandatory capital investment requirements, create an ongoing need to maintain access to the capital markets. 

The risk of a significant increase in interest rates or closure of the capital markets to water companies in 
general 
Any significant movement in interest rates or reduction in the availability of credit to the water industry might put at risk 
the Company's ability to finance the future capital investment programme. 

This risk is managed by ensuring that exposure to interest rate rises on current borrowings is hedged by a subsidiary 
company, Southern Water Services {Finance) Limited~ and accordingly 100% of current borrowings are at either fixed 
rates or index-linked. This risk is further mitigated by the regulatory pricing mechanism whereby prices are increased 
annually by movements in the retail price index. Good contacts with lenders, including bondholders, are maintained 
through an annual update programme with key investors. 

The Company ensures that sufficient funds are available for its operational and capital investment programme through 
ongoing monitoring and forecasting of cash flow and takes steps accordingly. 

A stable regulatory regime is vital to ensuring ongoing access to capital and Southern Water works with the rest of the 
industry through Water UK to ensure that Ofwat appreciates the importance of this stability. 
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OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED {continued) 

G. RISK MANAGEMENT {continued) 

KEY RISKS (continued) 

Financing Risk (continued) 

The risk of a sustained period of negative inflation 
Regulation of the water industry is based on the RP I-X model used across utilities in the UK. Both revenues and capital 
values are linked to RPI. This means that the industry is particularly affected by movements in that index. 

Over the last few months the prospect of sustained deflation has become a very real risk to the economy. As part of 
our PR09 Business Plan, we modelled scenarios of deflation over the period 2010-2015 to understand the extent of 
this risk to Southern Water. 

Deflation would reduce the RPI Indexation of our Regulatory Capital Value and, therefore, lead to strain on the 
debt/RCV ratio included in our debt covenants. If it persisted there is the possibility of dividend 'lock up' to protect bond 
holders in accordance with the terms of our financing. The perception of this on the financial markets will make us less 
attractive to issuers of new bonds. If this scenario were to materialise, whilst the maintenance of existing services 
would always be ensured, there would possibly be consequences for funding the delivery of the enhancement 
programme included in the Business Plan. 
We will keep the position under close review and maintain an ongoing dialogue with Ofwat on this key issue as we 
move through the price setting period and beyond. 

Capital investment risk 
Over the current regulatory period, AMP4, a capital investment programme of £2.0bn is required to be delivered, the 
largest ever for Southern Water. Failure to deliver significant elements of the capital programme risks adjustments to 
the Regulatory Capital Value at the next review, the risk of enforcement action by the Environment Agency, OWl or 
Ofwat and threats to the integrity of services. 

By March 2009, approximately £1.5bn of the £2.0bn programme has been delivered. This significantly reduces the risk 
of regulatory action. 

However, the Company accepts that following significant planning difficulties it will not be able to complete the largest 
scheme in the programme, the provision of a newwastewatertreatmentworks to serve Brighton & Hove by the end of 
AMP4. 

Brighton & Hove Secondary Wastewater Treatment Scheme 
Southern Water has submitted new plans to bring significant environmental improvements to the East Sussex 
coastline. The Company wants to build a £300m wastewater treatment works and sludge recycling centre on land at 
Lower Hoddern Farm in Peacehaven. lt will deliver modern wastewater treatment facilities to serve the communities 
between Hove and Peacehaven and will ensure that the effluent discharges meet the requirements of the EU Urban 
Wastewater Directive. The Company's original proposal was rejected by the Government in July 2007 following a 
public inquiry. 

In January 2008 Southern Water submitted a new planning application to East Sussex County Council, the planning 
authority, for project proposals which responded to the comments made by two Secretaries of State. The new design 
combined new features, landshaping and planting to blend the proposals into the surrounding landscape. Planning 
permission was granted by East Sussex County Council in October 2008, however a Judicial Review application, 
which challenges the Planning Committee decision was then lodged in January 2009. The Judicial Review is effectively 
over and the scheme now has no further impediment to a reasonable commencement. 

There is an urgent and pressing national need for a new wastewater treatment works to serve the area. However, 
Southern Water needs to obtain the necessary planning permissions and consents before any construction work can 
start. The scheme would take three to four years to build and the earliest operational date is now late in 2012. 

Failure to achieve planning permission would mean that the enforcement notice issued on the Company by the EA 
could not be met. Even if planning approval is received the execution risks of such a major project remain significant. 
However~ the tendering process for the scheme is well advanced so that a rapid start can be made as soon as consent 
is formally received. 
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GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

21 SOUTHERN WATER SERVICES LIMITED (continued) 

H. CORPORATE RESPONSIBILITY 

Environmental Policy 
Southern Water's management is committed to the development and execution of its Environmental Policy with the 
aim of continually improving our environmental performance. The Southern Water Environmental Policy Advisory 
Committee (SWEPAC) is responsible for this policy and its implementation. 

In 2008 Southern Water was certified to IS014001, the international standard for environmental management. 

The responsibility for environmental management and performance rests with all employees throughout the Company. 
Environmental performance is reported in our annual Stakeholder Report. Responsibility for operating within a 
framework that supports sustainable development is fully recognised by Southern Water and, where possible, targets 
for measurable indicators have been established. Performance against these targets is monitored and reported 
regularly. 

Health & Safety 
The Health and Safety of all employees, customers and contractors continues to be a priority for the Company. Every 
employee can see and comment on the corporate policy statement on Health and Safety. There are regular meetings 
of employee representatives to consider all aspects of Health and Safety. 

During 2008-09, a range of Health and Safety initiatives have been run by the Company and many of our main 
contractors under the corporate 'Aim for Zero Injuries' brand. 

We have been awarded a RoSPA President's Award in their International Occupational Health and Safety Awards, 
given to companies who have achieved 10 years of excellent Health and Safety performance. Several of our key 
contractors were also recognised by RoSPA with a range of awards during the year. 

As part of a range of activities to support the European Week of Safety and Health, we ran three separate regional 
Health and Safety Conferences for more than 450 operational staff and key contractors. Another initiative, to show that 
potentially hazardous activities can be run safely, was to hire a mobile climbing tower for a day at one of main offices. 
Staff and contractors were then invited to try it out. The key message was that you can have fun ... safely. 

We also actively supported campaigns held by the UK Health and Safety Executive and the European Agency for 
Safety and Health at work. 

In December, we ran a campaign that linked safety and Christmas, highlighting issues such as safe driving at that time 
of year. 

Community Programme 
We recognise that not only are our activities important to the environment of the South East and its sustainable 
development but that we also have a social responsibility within the community. Therefore, we continued to support a 
number of successful and long-running initiatives and developed some new activities during 2008/09. 

For the past 17 years, we have sponsored the Learn to Swim scheme across the Southern Water region for children 
aged between four and 12 years. More than 500,000 children have been given the opportunity to learn to swim under 
this scheme so far. lt runs at more than 70 centres across the region with 1.000 Amateur Swimming Association
qualified instructors passing on vital swimming skills to youngsters. 

We have sponsored the prestigious South and South East in Bloom competition, organised by the Royal Horticultural 
Society for the past eight years. During the year, there were nearly 200 entries in 16 categories ranging from 
neighbourhoods to cities and small villages to coastal resorts. 

Students from 14 junior schools in Sussex, Kent, Hampshire, the Isle ofWight and Surrey participated in the Southern 
Water 2008 Tea Towel Competition. Entrants were asked to design a tea towel with a water efficiency message and 
the winner received a VIP tour of a water supply works, a £100 donation to school projects, a framed copy of their tea 
towel and a Southern Water goody bag. The winning design will feature on tea towels being given away to thousands 
of customers during our water cafe roadshows. 

On our behalf, the Facepack Theatre Company performed an entertaining and educational show using puppetry and 
songs to deliver water efficiency messages into schools. The show featured 'the Drips family and was staged 24 times 
at 21 schools across the region. The production has now been redeveloped to incorporate messages about water for 
health and climate change and will be performed again to Key Stage 2 pupils across the region in 2009. 

20 



GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

H. CORPORATE RESPONSIBILITY (continued) 

Community Programme (continued) 
We sponsored the Brighton Fringe City and Brighton Festival Children's Parade which attracted more than 100,000 
people. More than 100 guests attended a stake holder reception at the children's parade, in which 4,000 children took 
part. 

We worked in partnership with Worthing Thunder basketball team to deliver water for health and good nutrition 
messages into 16 schools in West Sussex. 

We are a long-standing supporter of Water Aid and raised more than £250,000 during the year for the charity, which 
provides clean water and sanitation for some of the world's poorest people. Our major fund-raising events for 
Water Aid included a charity ball, race day and golf day. 

We also donated more than £16,000 to community and environment schemes across our region, while our health and 
safety charity challenge in which we make charity donations for hazards and near misses reported in the workplace 
raised £12,000 for children's charity the NSPCC. 

Awards and Achievements 
We gained recognition for many of our achievements in 2008-2009: 

1. We won the Chartered Institute of Public Relations (CIPR) President's Grand Prix Award in the Community 
Relations category for our 'We're Backing Brighton' campaign, which included support of the Brighton Festival 
Children's Parade and the Brighton Festival Fringe. 

2. We achieved the Wessex CIPR Best Use of News Media Award for our Spotlight on the Solent scheme. The 
Cross Solent Mains Replacement scheme involved an interactive multimedia project, which included live 
webcams and podcasts. 

3. We gained a Utility Industry Achievement Award for IT Initiative of the Year. The award recognised the success 
of our initiative which revolutionalised the mobile phone based system used by our field staff. 

4. For the second consecutive year we won a CorpsComms award for Best Employee Communications 

5. Our website, which highlights our project to replace water pipes under the Solent, won the New Media. Digital 
and Broadcast Award from the Public Relations Consultants Association (PRCA). 

6. We won gold awards in three categories at the CIPR Pride Awards for the Home Counties (South region): 
a. Outstanding In-House Public Relations Team 
b. Community Relations category for our 'We're Backing Brighton' campaign 
c. Internal Communications. 

7. Three of our capital schemes received recognition from the Institution of Civil Engineers (ICE) at the Annual 
South East England Engineering Awards 2008: 

a. Water and Environment Project Award in the Kent and East Sussex Brassey Awards for our Margate 
and Broadstairs Urban Wastewater Treatment Scheme 

b. Environment Award in the South Branch Construction Awards for nutrient removal at our Budds Farm 
and Peel Common sites 

c. Major Scheme Award in the South Branch Construction Awards for our Cross Solent Mains 
Replacement scheme. 

8. We won an award for our Single Entity Contract and its sustainable approach to capital delivery at the 
Procurement Leaders Awards. 

9. Our staff newspaper was named best in its class in the Communicators in Business Awards and also won the 
overall Gold Award. 

21 



GREENSANDS HOLDINGS LIMITED 

OPERATING AND FINANCIAL REVIEW (continued) 

2) SOUTHERN WATER SERVICES LIMITED (continued) 

H. CORPORATE RESPONSIBILITY (continued) 

Awards and Achievements (continued) 

10. We achieved three successes at the Water Industry Achievement Awards: 
a. Customer Care Initiative of the Year for the Brighton & Hove Mains Replacement Scheme and 

avoidance of unplanned interruptions 
b. Partnership of the Year for the relationship between our four key partners- 4Delivery. Clancy Docwra, 

Holleran Mouchel Parkman and Morrison Utility Services 
c. Community Campaign of the Year for our involvement with the Learn to Swim programme. 

11. We won the Employment Solutions Award in the Sussex Business Awards for our operations-led scheme to 
support disadvantaged people. 

12. Southern Water was the winner of The Single Subject Category in the Communicators in Business 
Communication Strategy Awards. 
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GREENSANDS HOLDINGS LIMITED 

REPORT OF THE DIRECTORS OF GREENSANDS HOLDINGS LIMITED 

The directors of Greensands Holdings Limited ("the Company") present their report and the audited accounts for the 
year to 31 March 2009. 

GROUP 

The Company was incorporated on 28 September 2007 as the parent company of Greensands Europe Limited, whose 
subsidiaries include Greensands Investments Limited. 

On 15 October 2007, the Company became the ultimate parent company of the Southern Water Group of companies, 
via the acquisition of Southern Water Capital by Greensands Investments Limited. 

PRINCIPAL ACTIVITIES OF THE COMPANY 

The Company's principal activity is that of a holding company for Greensands Europe Limited and its subsidiaries. 

PRINCIPAL ACTIVITIES OF THE GROUP 

The principal activities of the Group are the provision of water supply and wastewater services in the south-east of 
England. 

The trading results reflect the performance of the major trading subsidiary Southern Water Services Limited (SWS). 

BUSINESS REVIEW 

The information that fulfils the requirement of the business review can be found in the Operating and Financial Review 
(OFR) on pages 1 to 22, which are incorporated in this report by reference. 

RESULTS AND DIVIDENDS 

The profit and loss account on page 27 shows the Group's results, dividends and profitforthe period. Further details are 
also available in the OFR on pages 1 to 22. 

In the prior year the directors recommended payment of a final dividend of £21.2m (2. 3 pence per ordinary share), which 
was paid in the current financial year. Interim dividends of £59.1m (6.41 pence per ordinary share) were also paid 
during the year, resulting in total dividends paid and charged in the current financial year of £80.3m (Period to 31 March 
2008: £nil). The directors do not propose payment of a final dividend for 2008-09. 

POST BALANCE SHEET EVENTS 

In April 2009 the Group repaid in full the Term Facility Loan under the Senior Bidco Agreement entered into by 
Greensands Investments Limited. 

Included in Creditors falling due within one year as at 31 March 2009 was an amount of £87.2m, which was made 
available to the Group in March 2009 by the shareholders of Greensands Holdings Limited. The utilised element of the 
facility of £35.0m is secured against Greensands (UK) Limited's shareholding in Greensands Junior Finance Limited and 
interest is charged at 15% per annum. The unutilised element of the facility was returned in June 2009. 

DIRECTORS 

The directors during the period were:-

Michael Welton- Chairman 
Phillip Peters 
Steven Bickerton 
Andrew Cunanan 
Paul May 
Michael Nagle (resigned 1 September 2008, re-appointed 13 July 2009) 
Vincent Gilles- Alternate to Paul Moy (resigned 5 November 2008) 
Stephen Brown- Alternate to Andrew Cunanan (appointed 30 July 2008) 
Surinder Toor (appointed 1 September 2008) 
Jaron Yuen- Alternate to Paul Moy (appointed 5 November 2008) 
Jason Zibarras (resigned 13 July 2009) 
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GREENSANDS HOLDINGS LIMITED 

REPORT OF THE DIRECTORS (continued) 

RESEARCHANDDEVELOPMENT 

The improvement of existing services and processes, together with the identification and development of new 
technology and solutions, are important aspects of the Group's strategy to enhance the quality of service to customers 
and improve methods of working. Research and development expenditure for the year amounted to £1 .1 m (Period from 
28 September 2007 to 31 March 2008: £0.6m). 

EMPLOYEES 

Employee involvement 
The Group recognises the importance of its employees and is committed to effective two-way communication and 
consultation. 

The Group has established Business Involvement Groups to facilitate meaningful consultation between Group 
Management and employees through elected Employee Representatives. The Groups meet regularly at both functional 
and company-wide levels. 

The Group also recognises the rights of every employee to join a trade union and participate in its activities. SWS has a 
single union agreement with Unison. 

The Group publishes its own in-house newspaper, 'Southern Water News' on a regular basis. General information is 
posted on the Group Intranet and regular team briefing sessions are also held. 

Equal opportunity 
The Group's policy is to promote equality of opportunity in recruitment, employment continuity, training and career 
development. The policy is designed to ensure that equal opportunity in these areas extends as far as practicable to 
people with disabilities. 

Disabled employees 
The Group gives full consideration to applications for employment from disabled persons where the requirements of the 
job can be adequately fulfilled by a disabled person. Where existing employees become disabled it is the Group's policy 
wherever practicable to provide continuing employment under normal terms and conditions. The Group's policy is to 
provide training and career development and promotion to disabled employees wherever appropriate. 

Health and safety 
The Group recognises its duties to make proper provision for the health, safety and welfare at work of its employees. 

Every employee receives a copy of the corporate policy statement on health and safety. There are regular meetings of 
employee representatives and managers to consider all aspects of health and safety. In addition there is a health and 
safety management review group which ensures that there is an adequate system for meeting the Group's 
responsibilities for health and safety to its staff, customers and members of the public. 

The Group provides an internal occupational health service for employees, including the provision of physiotherapy. 
These services have been developed and are continuously reviewed to ensure they meet the needs of the business and 
our employees at work. 

ENVIRONMENTAL ISSUES 

The Group is committed to meeting or improving upon legislative and regulatory environmental requirements and codes 
of practice, and aims to contain the environmental impact of its activities to a practicable minimum. 

The Group's environmental performance is reported in its annual Stakeholder Report, which is available on our website. 
The Group recognises its responsibility to operate within a framework that supports sustainable development and has 
established, where possible, indicator targets which are measurable. Performance against these targets is monitored 
and reported regularly. 
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GREENSANDS HOLDINGS LIMITED 

REPORT OF THE DIRECTORS (continued) 

CHARITABLE DONATIONS 

The Group made donations of £1,028,599 (Period from 28 September 2007 to 31 March 2008: £258,000) to a variety of 
charities over the period. Donations in the period comprised £1,000,000 (Period from 28 September 2007 to 31 March 
2008: £250,000) to the Southern Water Trust Fund, a charitable trust set up to assist customers who are suffering 
hardship, poverty or a poor quality of life by providing grants to help them pay their water bills, and a further £28,599 
(Period from 28 September 2007 to 31 March 2008: £8,000) of donations to other charities within the region. 

No political donations were made. 

LAND AND BUILDINGS 

In the opinion of the directors, the market value of land is significantly more than its book value, and it would not be 
practicable to quantify the value of land. 

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 

The Group intends to at least maintain its present risk profile, as measured by its investment grade credit rating. The 
Group does not enter into treasury transactions for the purpose of speculation, but only to manage risk inherent in the 
business or funding on a prudent basis. 

Currency Risk - The Group uses derivatives to ensure that no currency risk is borne in respect of any foreign currency 
denominated debt instrument, or in respect of any significant foreign currency purchases (including Financial Guarantee 
Fees, payable in respect of any foreign currency denominated Authorised Credit Facility and excluding any related fees). 

Interest Rate Risk- The Group hedges its exposure to interest rate risk on at least 85% of its total outstanding debt 
liabilities in respect of Class A Debt and Class B Debt for the current period to the next Periodic Review and at least 
70% in the next period to the subsequent Periodic Review (on a rolling basis) into either index-linked obligations or fixed 
rate obligations. 

Inflation Risk- The regulatory framework, under which revenues and the RCV (Regulatory Capital Value) are indexed, 
exposes the Group to inflation risk. The Group manages this risk through the use of index-linked instruments within its 
overall debt portfolio. 

Liquidity risk- The Group raises additional funds, as required, to ensure that it has sufficient cash and/or facilities to 
fund the business for at least the next twelve months. 

Cash management risk- The Group sets exposure limits for, and deposits cash balances with, organisations whose 
credit ratings are rated a minimum of Moody's P1, Standard & Poors A1 or Fitch F1. 

GOING CONCERN 

The directors believe, after due and careful enquiry, that the Group has sufficient resources for its present requirements 
and, therefore, consider it appropriate to adopt the going concern basis in preparing the financial statements to 31 
March 2009. Further information is set out in note 1 'Basis of accounting' on page 31. 
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GREENSANDS HOLDINGS LIMITED 

REPORT OF THE DIRECTORS (continued) 

STATE M ENT OF DIRECTORS' RESPONSIBILITIES 

The directors are responsible for preparing the financial statements in accordance with applicable law and regulations. 

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors 
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting 
Practice (United Kingdom Accounting Standards and applicable law). The financial statements are required by law to 
give a true and fair view of the state of affairs of the Group and of the profit or loss of the Group for that period. 

In preparing those financial statements, the directors are required to: 

• select suitable accounting policies and then apply them consistently; 
• make judgements and 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; 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group will 

continue in business, in which case there should be supporting assumptions or qualifications as necessary. 

The directors confirm that they have complied with the above requirements in preparing the financial statements. 

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time 
the financial position of the Group and enable them to ensure that the financial statements comply with the Companies 
(Jersey) Law 1991. They are also responsible for safeguarding the assets ofthe Group and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities. 

The directors are responsible for the maintenance and integrity of the Group's website. Legislation in Jersey governing 
the preparation and dissemination of financial statements may differ from legislation in other jurisdictions. 

PROVISION OF INFORMATION TO AUDITORS 

Each of the persons who is a director at the date of approval of this report confirms that: 

(1} so far as the director is aware, there is no relevant audit information of which the Group's auditors are unaware; and 

(2} each director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself 
aware of any relevant audit information and to establish that the Group's auditors are aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions Article 112 of Companies 
(Jersey) Law 1991. 

AUDITORS 

The auditors, PricewaterhouseCoopers LLP, have Indicated their willingness to continue in office. 

Approved by the Board of Directors and signed on behalf of the Board. 

Phillip Peters 
Director 
29 July 2009 
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GREENSANDS HOLDINGS LIMITED 

CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For the year ended 31 March 2009 

Turnover 
Cost of sales 

Gross profit 

Administrative expenses 
Other operating income 

Operating profit 

Profit on disposal of fixed assets 

Profit on ordinary activities before interest and taxation 

Interest payable 
Interest receivable 

Profit/(loss) on ordinary activities before taxation 

Tax on profit/(loss) on ordinary activities 

Loss on ordinary activities after taxation and for the financial 
period 

The above results relate to continuing operations. 

The Notes on pages 31 to 55 form part of these accounts. 
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Notes 

1,2.3 
3 

3 

4 

7 
7 

8 

Year ended 28 Sep 2007 
31 Mar to 31 Mar 

2009 2008 
£m £m 

677.9 277.7 
(364.9) (164.5) 

313.0 113.2 

(28.6) (14.7) 
1.1 1.7 

285.5 100.2 

5.7 3.3 

291.2 103.5 

(263.9) (136.8) 
11.2 22.5 

38.5 (10.8) 

(38.6) (11.6) 

(0.1) (22.4) 



GREENSANDS HOLDINGS LIMITED 

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES 
For the year ended 31 March 2009 

Notes Year ended 

Loss on ordinary activities after taxation 

Actuarial loss recognised in the pension fund 
Movement on deferred tax relating to pension deficit 

Total recognised losses for the period 

24 
18 

31 Mar 
2009 

£m 

(0.1) 

(38.5) 
10.8 

'27.8} 

28 Sep 2007 
to 31 Mar 

2008 
£m 

{22.4) 

(8.0) 
2.2 

{28.2) 

There are no differences between the loss on ordinary activities before taxation and the loss transferred from reserves 
for the financial year. and their historical cost equivalents. 
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GREENSANDS HOLDINGS LIMITED 

BALANCE SHEETS 
As at 31 March 2009 

Group Company Group Company 
2009 2009 2008 2008 

Notes £m £m £m £m 
Fixed Assets 
Intangible assets- Goodwill 10 116.7 123.1 
Tangible assets 11 4,899.2 4,823.5 
Investments 12 15.0 1.0 15.0 1.0 

5,030.9 1.0 4,961.6 1.0 
Current assets 
Stocks 13 1.6 2.2 
Debtors: amounts falling due within one 14 year 219.1 195.9 

Debtors: amounts falling due after one year 15 8.0 1,016.3 926.2 
Cash at bank and in hand 19 503.8 224.4 

732.5 1,016.3 422.5 926.2 

Creditors: amounts falling due within 16 (376.5) (31.7) (215.4) (0.1) 
one year 
Net current assets 356.0 984.6 207.1 926.1 

Total assets less current liabilities 5,386.9 985.6 5,168.7 927.1 

Creditors: amounts falling due after one 17 (4,073.2) (59.2) (3,810.1) 
year 

Provision for liabilities and charges 18 
Environmental obligations (0.4) (1.0) 
Deferred taxation (388.4) (350.8) 

Grants and contributions 20 (51.5) (50.3) 

Net assets excluding pension deficit 873.4 926.4 956.5 927.1 

Pension deficit 24 (83.3) (58.3) 

Net assets including pension deficit 790.1 926.4 898.2 927.1 

Capital and reserves 
Called up share capital 21 921.9 921.9 921.9 921.9 
Share premium account 22 4.5 4.5 4.5 4.5 
Profit and loss account 22 {136.3) {28.2} 0.7 
Total shareholder's funds 790.1 926.4 898.2 927.1 

The accounts on pages 27 to 55 were approved by the Board and authorised for issue on 29 July 2009 and are signed 
on its behalf by: 

.t ................. 
Phillip Peters 
Director 
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GREENSANDS HOLDINGS LIMITED 

CONSOLIDATED CASH FLOW STATEMENT 
for the year ended 31 March 2009 

Year ended 28 Sep 2007 
Notes 31 Mar to 31 Mar 

2009 2008 
£m £m 

Net cash inflow from operating activities 23 430.0 169.5 

Returns on investments and servicing of finance 
Interest paid (190.4) (161.3) 
Interest received 49.5 44.0 
Net cash outflow from returns on investments and servicing 

(140.9) (117.3) 
of finance 

Capital expenditure and financial investment 
Purchase of tangible fixed assets (330.6) (199.3) 
Sale of tangible fixed assets 8.5 3.5 
Disposal of subsidiary companies 0.2 
Receipt of grants and contributions 9.6 6.5 
Net cash outflow for capital expenditure and financial 

(312.3) (189.3) 
investment 

Acquisitions 
Acquisition subsidiary undertaking (t345.7) 
Net cash and overdrafts acquired with subsidiary undertakings 350.3 
Net cash outflow for acquisitions 

Equity dividends paid (80.3) 

Net cash outflow before financing (103.5) (1 '132.5) 

Financing 
Repayment of long term loan/bonds (779.5) 
Issue of long term loans/bonds 385.5 1,220.6 
Issue of ordinary share capital 926.3 
Issue costs of new loans (2.1} (11.0) 
Net cash inflow from financing 383.4 1,356.4 

Increase in net cash 279.9 223.9 

Reconciliation to net debt 
Net debt at beginning of year/period (3,576.5) 
Net borrowings acquired with subsidiary (3,329.2) 
Increase in net cash 279.9 223.9 
Movement in borrowings (385.5) (441.1) 
Debt issue costs 2.1 11.0 
Non-cash items {105.0} (41.1) 
Net debt at 31 March 23 {3,785.0} (3.576.5) 
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GREENSANDS HOLDINGS LIMITED 

NOTES TO THE CONSOLIDATED ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 

1 Accounting policies 

Basis of accounting 

The accounts have been prepared on the going concern basis, under the historical cost convention and in accordance 
with United Kingdom Generally Accepted Accounting Practice and with the requirements of the Companies (Jersey) Law 
1991. 

Basis of consolidation 

The Group accounts include the accounts of the Company and all of its subsidiary undertakings therefore no discrete 
profit and loss account is presented by the Company. 
The results of the subsidiaries are included in the Profit and Loss Account from the date of acquisition. Intra group sales 
and profits are eliminated fully on consolidation. The acquisition method of accounting has been used to consolidate the 
subsidiaries. 

The Company is not required to prepare a cash flow statement under FRS 1 (revised). 

Turnover 

Turnover represents the income receivable (excluding value added tax) in the ordinary course of the business for goods 
and services provided and, in respect of unbilled charges, includes an accrual for measured and unmeasured income. 

Measured income arises from customers who have meters fitted at their premises. Therefore amounts billed are based 
on actual water consumption. Unmeasured income bills are based on the rateable value of properties. The income 
accrual is an estimation of the amount of mains water and wastewater charges unbilled at the year end. The accrual is 
estimated using a defined methodology based upon weighted average tariffs and historical billing and consumption 
information. 

Bad debts 

The bad debt provision is calculated by applying recovery rates to an aged debt profile to ensure that the age of debt not 
covered by the provision is an accurate reflection of the recoverability of debt. 

Research and development 

Expenditure on research and development Is charged to the profit and loss account as it is incurred. 

Capital instruments 

The issue costs of capital instruments have been amortised over the life of the financial instrument to which they relate. 

Premiums received on issue of debt instruments are credited to the profit and loss account over the term of the debt at a 
constant rate on the carrying amount. 

The carrying value of index~linked debt Instruments is adjusted for the annual movement in the retail price index. The 
change in value arising from indexation is charged or credited to the profit and loss account in the year in which it arises. 
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GREENSANDS HOLDINGS LIMITED 

NOTES TO THE CONSOLIDATED ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 

1 Accounting policies (continued) 

Tangible fixed assets 

i) Infrastructure assets (being mains and sewers, impounding and pumped raw water storage reservoirs, dams, 
sludge pipelines and sea outfalls) comprise a network of systems. 

Expenditure on infrastructure assets relating to increases in capacity or enhancement of the network and on 
maintaining the operating capability of the network in accordance with defined standards of service, is treated as an 
addition to fixed assets and is stated at cost after deducting grants and contributions. Staff costs represent those 
costs directly related to the construction of a specific infrastructure asset and are capitalised as part of 
infrastructure assets on the basis of the amount of time spent by individuals on capital projects. 

The depreciation charge for infrastructure assets is the estimated level of annualised expenditure required to 
maintain the operating capability of the network and is based on the asset management plan determined by the 
water industry regulator as part of the price regulation process. The asset management plan is developed from 
historical experience combined with a rolling programme of reviews of the condition of the infrastructure assets. 

ii} Other assets (including over-ground assets, plant and equipment) are stated at cost less accumulated depreciation. 
Other assets are depreciated down to their residual values on the straight-line method over their estimated 
operating lives which are principally as follows: 

Buildings 
Operational structures 
Fixed plant 
Vehicles, computers and mobile plant 

Years 
10-60 
15-80 
10-40 
3-10 

Operational structures are assets used for wastewater and water treatment purposes. These include water tanks 
and similar assets. 

iii) Freehold land is not depreciated. 

iv) Assets in the course of construction are not depreciated until they are commissioned. Commissioning is deemed to 
occur when a new works is officially taken over from the contractor following completion of performance and take
over tests. 

Grants and contributions 

Capital grants and customer contributions in respect of additions to non-infrastructure fixed assets are treated as 
deferred income and released to the profit and loss account over the estimated operational lives of the related assets in 
accordance with the provisions of the Companies Act. 

Grants and capital contributions received relating to infrastructure assets have been deducted from the cost of fixed 
assets as permitted by Statement of Standard Accounting Practice (SSAP) 4. This is not in accordance with Schedule 4 
of the Companies Act 1985 which requires fixed assets to be stated at their purchase price or production cost. The Act 
does not permit the deduction of contributions; hence these would have been accounted for as deferred income. 

This departure from the requirements of the Act is, in the opinion of the directors, necessary for the accounts to give a 
true and fair view because infrastructure assets do not have determinable finite lives. Accordingly related capital 
contributions would not be recognised in the profit and loss account. The effect of this treatment on tangible fixed assets 
is disclosed in note 11. 

Revenue grants and contributions are credited to the profit and loss account in the year to which they relate. 
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1 Accounting policies (continued) 

Leased assets 

Fixed assets leased to the Group under finance leases are capitalised and depreciated in line with the Group's 
depreciation policy. The interest element of finance lease repayments is charged to the profit and loss account in 
proportion to the balance of the capital repayments outstanding. 

Rentals payable under operating leases are charged to profit and loss account as incurred. 

In line with SSAP 21, the sale of income rights relating to aerials masts and sites owned by the company to third parties 
is treated as an operating lease. Income received from such sales is received entirely in advance and is therefore taken 
to deferred revenue and will be credited to other operating income in the profit and loss account over the life of the 
lease. 

Sale and leaseback transactions occur when an asset is sold but use is immediately re-acquired by entering into a lease 
with the buyer. Where the new lease is an operating lease, the transaction is treated as the disposal of an asset and the 
operating lease accounted for in accordance with existing policies. 

Where the Company enters into a lease which entails taking substantially all the risks and rewards of ownership of an 
asset. the lease is treated as a "finance lease". The asset is recorded in the balance sheet as a tangible fixed asset and 
is depreciated over its estimated useful life or the term of the lease, whichever Is shorter. Future instalments under such 
leases. net of finance charges, are included within creditors. Rentals payable are apportioned between the finance 
element, which is charged to the profit and loss account, and the capital element which reduces the outstanding 
obligation for future instalments. 

Goodwill and intangible fixed assets 

Businesses and interests acquired have been dealt with in the consolidated accounts using acquisition accounting. Upon 
the acquisition of a business, fair values are attributed to the identifiable assets and liabilities acquired that reflect the 
condition at the date of acquisition and any required adjustments made to bring the accounting policies of the 
businesses acquired into alignment with those of the Group. Where the consideration paid exceeds the fair value of the 
net assets acquired, the difference is treated as goodwill. 

In line with FRS 10, goodwill arising on acquisitions is capitalised and amortised through the profit and loss account over 
its estimated useful economic life, not exceeding 20 years. 

Impairment reviews of goodwill are carried out at the end of the first financial year after acquisition and where there is 
any indication of impairment. 

Fixed asset investments 

Investments held as fixed assets are stated at cost, less provision, If appropriate, for any impairment in value other than 
a temporary impairment in value. The carrying values of fixed asset investments are reviewed for impairment in periods 
if events or changes in circumstances indicate the carrying value may not be recoverable 

Stocks 

Stocks are valued at the lower of cost and net realisable value. 

Taxation 

The taxation charge in the profit and loss account is based on the profit for the year as adjusted for disallowable and 
non-taxable items using current rates and takes into account tax deferred because of timing differences between the 
treatment of certain items for taxation and accounting purposes. 

Deferred taxation is provided on all timing differences that have originated but not reversed by the balance sheet date, 
calculated at the rate at which it is expected the tax will arise in accordance with Financial Reporting Standard 19 
"Deferred Tax". CFRS 19") Deferred taxation balances are not discounted. Deferred tax assets are recognised to the 
extent that it is regarded as more likely than not that they will be recovered. 
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1 Accounting policies (continued) 

Pensions 

The Group operates a defined benefit pension scheme. An independent actuary conducts a valuation this pension 
scheme every three years. 

In accordance with FRS 17 the pension deficit has been recognised on the balance sheet and operating and financing 
costs of pension and post-retirement schemes are recognised separately in the profit and loss account. 

Pension scheme assets are measured using market value. Pension scheme liabilities are measured using the projected 
unit actuarial method and are discounted at the current rate of return on a high quality corporate bond of equivalent 
terms and currency to the liability. The increase in the present value of the liabilities of the Group's defined benefit 
pension schemes expected to arise from employee service in the period is charged to operating profit. The expected 
return on the schemes' assets and the increase during the year in the present value of the schemes' liabilities arising 
from the passage of time are included in other finance income. Actuarial gains and losses are recognised in the 
consolidated statement of total recognised gains and losses. 

Service costs are systematically spread over the service lives of the employees and financing costs are recognised in 
the period in which they arise. The costs of past service benefit enhancements, settlements and curtailments are also 
recognised in the period in which they arise. The amendment to FRS 17 (issued December 2006) has been fully 
implemented. Quoted securities have been valued at current bid price. 

The differences between actual and expected returns on assets and liabilities during the year, including changes in 
actuarial assumptions, are recognised in the statement of total recognised gains and losses. 

The Group also operates a defined contribution pension scheme. The assets of the scheme are held separately from 
those of the Group in an independently administered fund. Group contributions to the scheme are charged to the profit 
and loss account in the period to which they relate. 

Financial instruments 

Derivative transactions include interest rate, currency and index-linked swaps that are only used for non trading 
purposes. These derivatives are entered into for the purpose of matching or eliminating risk from potential movements 
in interest and currency rates and RPI associated with the long term borrowing requirements of the Group (see note 19). 
All non trading derivatives are accounted for on an accruals basis. 

Provisions are made for losses, if appropriate, in the event that it is expected that any portion of a financial instrument 
will not be a hedge of the long term borrowing requirements of the Group. 

Interest rate and currency swaps are used to manage interest rate profiles and mitigate exchange risks. When matched 
with primary financial instruments, the net position is measured at the hedge rate and presented within creditors on the 
balance sheet. Income, costs, gains, losses and expenses are recognised within net interest payable in the profit and 
loss account over the life of the instruments. 

Provisions 

An environmental provision is made in accordance with FRS12 for the costs relating to the decommissioning of 
abandoned sites. No reimbursement is expected. The period over which the provision will be utilised cannot be 
determined thus the provision is not discounted. 

2 Segmental analysis 

The directors believe that the whole of the Group's activities constitute a single class of business. The Group's turnover 
is generated wholly from within the UK. 

3 Classification of turnover and revenue costs 

Turnover represents the income receivable for providing water supply and wastewater services and is generated wholly 
in the United Kingdom. 

Cost of sales reflects the direct costs of providing water supply and wastewater services. Administrative expenses 
comprise the indirect costs of the business. Other operating income relates to rents receivable. 
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4 Profit on ordinary activities before taxation 

Profit on ordinary activities before taxation is stated after charging/( crediting): 

Staff costs (note 6a) 

Depreciation on 
- owned assets 
-assets held under finance leases 

Rentals under operating leases- other 

Research and development expenditure 

Release of grants and contributions (note 20) 

During the year, the Group's auditors earned the following fees: 

Fees payable for the audit of parent company and consolidated annual 
accounts 
Fees payable for the audit of the company's subsidiaries' and associated 
pension schemes' annual accounts 
Fees payable for other services pursuant to legislation 
Fees payable for all other services to the Group 
Total audit and non-audit fees 

Fees in respect of other services relate to services concerning non-financial data. 

5 Profit of Parent Company 

Year ended 
31 Mar 

2009 
£m 

44.8 

186.9 
0.4 

187.3 

3.6 

1.1 

{2.6) 

0.1 

0.3 

0.1 
0.5 
1.0 

28 Sep 2007 
to 31 Mar 

2008 
£m 

19.4 

100.7 
0.2 

100.9 

1.8 

0.6 

(1.2) 

0.1 

0.3 

0.1 
0.2 
0.7 

The loss for the financial period dealt with in the financial statements of the parent company is £0.7m (2008: Profit 
£0.7m). 
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6 Employee information 

(a) Employee costs 
Wages and salaries 
Social security costs 
Pension costs 
Total employee costs 
Less: charged as capital expenditure 
Charged to the profit and loss account 

The company has no employees and did not bear any employee costs. 

For directors' emoluments see note 27. 

(b) Average number of persons employed 
Operations 
Customer Services 
Corporate Centre 

7 Interest 

Interest payable and similar charges 
Interest payable on other loans 
Swap break costs 
Indexation 
Amortisation of issue costs 
Amortisation of bond premium 
Interest rate swap receipts 
Other finance expense {note 24) 
Total interest payable and similar charges 

Interest receivable 
Other interest receivable 
Other finance income (note 24) 
Total interest receivable 
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Year ended 
31 Mar 

2009 
£m 

51.5 
4.0 

60.6 
(15.8) 
44.8 

Year ended 
31 Mar 

2009 
£m 

997 
254 
267 

1,518 

Year ended 
31 Mar 

2009 
£m 

(239.2) 

(65.1) 
(2.4) 
9.5 

36.7 
(3.4) 

(263.9) 

11.2 

11.2 

28 Sep 2007 
to 31 Mar 

2008 
£m 

22.0 
1.8 
2.4 

26.2 
(6.8) 
19.4 

28 Sep 2007 
to 31 Mar 

2008 
No. 

1,002 
220 
302 

28 Sep 2007 
to 31 Mar 

2008 
£m 

(123.9) 
(3.2) 

(33.7) 
(2.4) 
4.9 

21.5 

(136.8) 

20.7 
1.8 

22.5 
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8 Tax on profit on ordinary activities 

Current tax: 
UK corporation tax on profits/(losses) of the period 
Adjustment in respect of prior years 

Deferred tax: 

Origination and reversal of timing differences 
Effect of corporation tax rate change 
Pension cost relief in excess of pension cost charge 
Adjustment to opening tax estimates 
Total deferred tax 
Total tax on profit/(loss) on ordinary activities 

Year ended 
31 Mar 

2009 
£m 

32.2 

1.1 
5.3 

38.6 
38.6 

28 Sep 2007 
to 31 Mar 

2008 
£m 

7.5 
(0.5) 
1.7 
2.9 

11.6 
11 

The rate of current tax charge on profit on ordinary activities varied from the standard rate of corporation tax due to the 
following factors: 

Current tax: 
UK corporation tax rate at 28% on profit/(loss) for the period (2008: 30%) 
Effect of deferred tax 
Effect of pensions adjustment 
Permanent differences 
Current tax charge for period 

Year ended 
31 Mar 

2009 
£m 

10.8 
(32.2) 
(1.1) 
22.5 

The factors that will affect future tax charges are expected to be similar to those in the current period. 

28 Sep 2007 
to 31 Mar 

2008 
£m 

(3.2) 
(7.5) 
(1.7) 
12.4 

Based on current capital investment plans. the Group expects to continue to be able to claim capital allowances in 
excess of depreciation in future years at a similar level to the current year. 

Deferred tax liabilities have not been discounted. 

The level of permanent differences are expected to remain consistent in future years. 

9 Dividends 

Equity- Ordinary 
Final (2008) paid: 2.3 pence per ordinary share 
Interim paid: 6.4 pence per ordinary share 

Year ended 
31 Mar 

2009 
£m 

21.2 
59.1 
80.3 

28 Sep 2007 
to 31 Mar 

2008 
£m 

The directors do not recommend payment of a final dividend for 2009 {2008: 2.3 pence per ordinary share (£21.2m 
in total)). 
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10 Goodwill 

Group 

Cost: 
At 1 April2008 and 31 March 2009 

Depreciation: 
At 1 April 2008 
Charge for the period 

At 31 March 2009 

Net book amount: 

At 31 March 2009 

At 31 March 2008 
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£m 

126.2 

3.1 
6.4 

9.5 

116.7 

123.1 
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11 Fixed assets and capital commitments 

The Group tangible assets are shown below. The Company has no tangible assets. 

(a) Group tangible assets 
Freehold Infra- Assets in the 

land& Plant & structure course of 
buildings Machinery assets construction Other Total 

£m £m £m £m £m £m 
Cost: 
At 1 April 2008 1,501.1 1,029.4 1,947.7 290.9 155.3 4,924.4 
Additions 32.2 46.8 46.5 135.1 10.8 271.4 
Transfers 95.2 108.7 41.9 (283.9) 38.1 
Grants & contributions (6.5) (6.5) 
Disposals {11.7} {17.4} (2.3) (0.6} {32.0) 

At 31 March 2009 1,616.8 1,167.5 2,027.3 142.1 203.6 5,157.3 

Depreciation: 
At 1 April 2008 29.5 30.6 25.2 15.6 100.9 
Charge for the period 56.2 55.3 46.8 29.0 187.3 
Disposals {9.7) (17.5} (2.2) (0.7) (30.1} 

At 31 March 2009 76.0 68.4 69.8 43.9 258.1 

Net book value: 

At 31 March 2009 1,540.8 1,099.1 1,957.5 142.1 159.7 4,899.2 

At 31 March 2008 1,471.6 988.8 1.922.5 290.9 139.7 4,823.5 

Of the additions to infrastructure assets, the amount spent on infrastructure renewals during the year was £46.0m 
(period from 28 September 2007 to 31 March 2008: £23.8m). Of the grants and contributions set against infrastructure 
assets during the year. £2.8m (period from 28 September 2007 to 31 March 2008: £1.7m) relates to infrastructure 
renewals. 

The net book value of infrastructure assets as at 31 March 2009 is stated after deducting grants and contributions for 
the year to 31 March 2009 of £6.5m (period from 28 September 2007 to 31 March 2008: £3.7m). 

Freehold land is stated at a value of £99.5m at 31 March 2009 (2008: £98.3m), and is not depreciated. 

Other assets relate primarily to computer equipment and meter reading devices. 

One asset acquired on purchase of the subsidiary is under a finance lease and included in plant and machinery: 

Cost 
Aggregate depreciation 
Net book amount 

(b) Group Capital Commitments 

In respect of contracts placed 

The company has no capital commitments. 
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Group 
2009 

£m 
11.7 
(9.4) 

2.3 

2009 
£m 

402.0 

Group 
2008 

£m 
11.7 
{9.0) 
2.7 

2008 
£m 

624.0 
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12 Fixed asset investments 
Group Company Group Company 

2009 2009 2008 2008 
£m £m £m £m 

Greensands Europe Limited 
At 1 April2008/28 September 2007 1.0 
Acquisition in year 
At 31 March 1.0 1.0 

Other external investments (see below) 15.0 15.0 

15.0 1.0 15.0 1.0 

Oth G er roup ex erna mves mens are sa e eow. 
,. t t db I 

Company Class of share capital Proportion of shares held Activity 
Veolia Water Southeast Ltd Ordinary 25.1% Water treatment and 
(formerly Folkestone & Dover Preference 21.8% supply 
Water Services Ltd) Deferred 12.2% 

The undertaking operates in its country of incorporation (the UK). The investment is held by a subsidiary of Southern 
Water Capital Limited. Veolia Water Southeast Ltd had retained profits of £0.6m for the year ended 31 March 2009 
(2008: £1.2m) and net assets of £20.1m at 31 March 2009 (2008: £19.5m}. 

The Group is not considered to exercise significant influence over the operating and financial policies of Veolia Water 
Southeast Ltd, for reasons including that there is no Board representation. 

13 Stocks 

Raw materials 
Work in progress 

The Company does not hold any stock. 

14 Debtors: amounts falling due within one year 

Trade debtors 
Unbilled income 
Prepayments 
Other debtors 

15 Debtors: amounts falling due after one year 

Other debtors 
Amounts owed by other Southern Water group 
undertakings 

Group 
2009 

£m 
107.3 

87.4 
9.4 

15.0 
219.1 

Group 
2009 

£m 

8.0 

8.0 
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Company 
2009 

£m 

Company 
2009 

£m 

1,016.3 
1,016.3 

Group 
2009 

£m 

1.1 
0.5 
1.6 

Group 
2008 

£m 
112.1 

61.3 
6.7 

15.8 
195.9 

Group 
2008 

£m 

Group 
2008 

£m 

0.9 
1.3 
2.2 

Company 
2008 

£m 

Company 
2008 

£m 

926.2 
926.2 
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16 Creditors: amounts falling due within one year 

Group Company Group Company 
2009 2009 2008 2008 

£m £m £m £m 
Bank overdraft 0.5 
Loans and other borrowings 225.7 
Trade creditors 18.2 17.2 
Amounts owed to group undertakings 31.2 
Capital creditors and capital accruals 51.4 102.6 
Other taxation and social security 1.3 1.2 
Other accruals and deferred revenue 73.1 0.5 86.3 0.1 
Bond premium deferred 9.6 10.0 
Debt issue costs {2.8} {2.4) 

376.5 31.7 215.4 0.1 

17 Creditors: amounts falling due after one year 

Group Company Group Company 
2009 2009 2008 2008 

£m £m £m £m 
Loans and other borrowings: 

Loans from group undertakings 59.2 
Long term borrowings 3,945.9 3,668.0 
Debt issue costs (52.9) (57.4) 
Bond premium deferred 163.2 182.2 

Total loans and other borrowings 4,056.2 59.2 3,792.8 

Deferred revenue (note (vii) below) 17.0 17.3 

Total creditors falling due after one year 4,073.2 59.2 3,810.1 

Group Group 
2009 2008 

£m £m 
Repayments fall due as follows: 
After five years not by instalments 3t945.9 3,668.0 

3,945.9 3,668.0 

An analysis of the external loans is shown below: 
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17 Creditors: amounts falling due after one year (continued) 

Loans 

Class A £350m 6.192% fixed rate 2029 
Class A £150m 3.706% index linked 2034 
Class A £35m 3. 706o/o index linked 2034 
Class A £350m 6.640% fixed rate 2026 
Class A £150m 3.816% index linked 2023 
Class A £350m 5.010% fixed rate 2021 
Class A £150m 2.285% index linked 2041 (note (i) below) 
Class A £200m 1.730% index linked 2052 {note (i) below) 
Class A £300m 1.523% index linked 2056 (note (ii) below) 
Class A £300m £6.125% fixed rate 2019 
Class B £250m 7.869% fixed rate 2038 (note (iii) below) 
Artesian £165m 4.076% index linked 2033 
Artesian £156.5m 3.635% index linked 2032 
Senior BidCo facility £290m 2.050% index linked 2037 (note (iv) & (v) below) 
Senior HoldCo facility £215.6m 3.595% index linked 2037 (note (v) below) 
Junior HoldCo facility £225.6m 5.845% index linked 2037 (note {v) below) 
Eurobonds 12%2021 
Debt issue costs (note {vi) below) 
Premium on issue 

Group 
2009 

£m 
350.0 
182.2 
42.5 

350.0 
182.2 
350.0 
166.4 
220.2 
307.7 
300.0 
250.0 
200.5 
185.6 

222.7 
233.0 
402.9 
(52.9) 
163.2 

4,056.2 

Group 
2008 

£m 
350.0 
173.5 
40.4 

350.0 
173.5 
349.9 
159.2 
211.6 
297.0 

250.0 
190.9 
176.6 
136.5 
219.5 
229.7 
359.7 
(57.4) 
182.2 

3,792.8 

These loans are guaranteed and secured pursuant to a guarantee and security agreement (the Security Agreement). The 
agreement is over the entire property, assets, rights and undertaking of each of Southern Water Services Limited, Southern 
Water Services (Finance) Limited, SWS Holdings Limited, and SWS Group Holdings Limited. In the case of Southern 
Water Services Limited, this is to the extent permitted by the Water Industry Act 1991 and Licence. 

In respect of the specific instruments above: 

(i) Southern Water Services (Finance) Limited f'SWSF") has entered into swap agreements that have converted its 
Class A £150m and £200m bonds from fixed rates of 5.000% and 4.500% respectively, to index linked bonds with 
interest rates of 2.285% plus RPI and 1. 730% plus RPI respectively. 

(ii} SWSF has also entered into a swap agreement that has converted £250m of its Class A £300m from a fixed rate 
of 5.125% to an index linked bond with an interest rate of 1.523% plus RPI. The interest rate on the remaining 
£50m continues to be fixed at 5.125%. 

(iii) The interest rate on the class B £250m is fixed at 7.869% until March 2014 when it steps up to LIBOR plus 4. 75%. 

{iv) In April 2009 the Group repaid the Senior Bidco Term Facility Loan. The value of this loan as at 31 March 2009 
(£138.5m) has therefore been reclassified as due within on year as at the balance sheet date. 

{v) The Group has entered into swap agreements that have converted its Senior BidCo, Senior HoldCo and Junior 
HoldCo facilities from variable rates of LIBOR plus 0.50%, LIBOR plus 2.00% and LIBOR plus 4.25o/o respectively, 
to index-linked facilities with interest rates 1.505% plus RPI and 0.50%, 1.595% plus RPI and 2.00%, and 1.595% 
plus RPI and 4.25% respectively. 

(vi) Debt issue costs represent issue fees paid by SWSF. Where these costs are attributable to a specific instrument 
they are being amortised over the life of that instrument. The remaining costs are being amortised over the 
weighted average life of the loan advances noted above. As at 31 March 2009 debt issue costs amounted to 
£52.9m (2008: £59.7m) of which £2.8m (2008: £2.4m} represents the short-term amount which is disclosed 
separately in note 16. 

{vii) Deferred revenue relates to the proceeds from the sale of income rights relating to aerial masts and sites 
owned by SWS. The income will be credited to the profit and loss account evenly over the life of the lease. 
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18 Provision for liabilities and charges 

(a) Environmental obligations 
Provision as at 1 April2008/28 September 2007 
On acquisition 
Utilised in year 
On disposal of subsidiaries 
Provision at 31 March 

(b) Deferred taxation 
Accelerated capital allowances 
Other timing differences 
Deferred taxation at 31 March 

(c) Provision for OFWAT fine 
Provision as at 1 April2008/28 September 2007 
On acquisition 
Moved to accruals 
Provision at 31 March 

Group 
2009 

£m 

1.0 

(0.5) 
(0.1) 
0.4 

460.7 
(72.3) 
388.4 

Group 
2008 

£m 

1.0 

1.0 

425.4 
(74.6) 
350.8 

20.3 
(20.3) 

The environmental provision relates to costs for the decommissioning of abandoned sites. No reimbursement is 
expected. As the period over which the provision will be utilised cannot be determined the provision is not discounted. 

Movement in deferred tax provision: 

Deferred tax provision as at 1 April2008/28 September 2007 
On acquisition 
Deferred tax charge in Profit and Loss Account 
Effect of corporation tax rate change 
Adjustment to opening tax estimates 
Deferred tax provided at 31 March 

Group 
2009 

£m 
350.8 

32.2 

5.4 
388.4 

Group 
2008 

£m 

340.9 
7.5 

(0.5) 
2.9 

350.8 

The deferred tax asset of £32.4m (2008: £22.7m) relating to the pension deficit has been deducted from the pension 
deficit and so has not been included in this balance. An analysis of the movement in the deferred tax relating to the 
pension deficit is shown below. 

No provision has been made for potential deferred tax liability on fair value adjustments made to the fixed assets 
recognised on acquisition. Such tax would only become payable if a contract was entered into to sell the related assets. 
The total amount of deferred tax unprovided is £359.1 m (2008: £373. 7m ). At present it is not envisaged that any such 
tax will become payable in the foreseeable future. 

The Company has no provisions for liabilities and charges. 

Deferred tax asset relating to pension deficit 2009 2008 
£m £m 

At 1 April 22.7 23.7 
Deferred tax charge in profit and loss account (1.1) (3.2) 
Deferred tax charged to the statement total recognised gains and losses 

10.8 2.2 
At 31 March 32.4 22.7 
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19 Financial instruments 

Derivative activity is undertaken by subsidiaries in the Group, Greensands Investments Limited, Greensands Senior 
Finance Limited, Greensands Junior Finance Limited and Southern Water Services (Finance) Limited ("SWSF"), as 
determined by the Board, which considers the overall risk profile of the Group and enters into derivatives to mitigate or 
hedge any risks identified, as appropriate. No derivatives are undertaken for trading purposes, or to benefit from price 
fluctuations. 

The SWSF business consists of lending to other group companies and raising external finance. In the opinion of the 
Directors, the fair values of the financial assets and liabilities of the Group (apart from the specific financing loans and 
hedging instruments shown in the fair value table below) are not materially different from the book values and are not 
separately disclosed. 

All fair values are based on arms length transactions in normal market conditions. Where available, market values have 
been used to determine fair values. 

The fair value of the Group's long term borrowings has been estimated based on quoted market prices for the same or 
similar debt where possible. Where prices did not exist, the fair value has been estimated based the calculations of the 
present value of future cash flows using the appropriate discount rates in effect at the balance sheet dates. 

For foreign currency and interest rate swap agreements the fair value has been estimated based on market valuations 
at the balance sheet dates. 

The Group has no material un-hedged monetary assets and liabilities denominated in a currencydifferentfrom the local 
currency of the particular operation. 

The table below describes the main activities and risks which lead to the use of derivatives. 

Activity Risk Type of hedge in place 

Floating rate borrowing I financing Increased interest expense due to Interest rate swaps which fix the 
increases in interest rates amount of interest payable. 

Currency rate borrowing I financing Increased currency losses due to Currency rate swaps which fix the 
increases in exchange rates exchange rates. 

Indexation The regulatory framework, under Index-linked instruments 
which revenues and the RCV are 
indexed, exposes the Group to 
inflation risk 

For the purposes of the notes below, short term debtors and creditors have been excluded, on the basis that their fair 
values are not considered to be different to book value. 
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19 Financial instruments (continued) 

Interest Rate Risk profile of financial liabilities 

Currency Total Index Linked Fixed rate 
financial financial 
liabilities liabilities 

£m £m £m 

GBP 3,668.0 2,008.4 1,659.6 
At 31 March 2008 3,668.0 2,008.4 1,659.6 

GBP 3,945.9 1,943.0 2,002.9 
At 31 March 2009 3,945.9 1,943.0 2,002.9 

The balance above includes the debt raised in external finance markets (described further in note 17). 

Currency 

GBP 
31 March 2008 

GBP 
31 March 2009 

The Group held the following financial assets: 

GBPCash 
GBP Restricted cash 

Fixed rate financial liabilities 

Weighted average 
interest rate 

o/o 

7.6 
7.6 

7.3 
7.3 

Weighted average time 
for which rate is fixed 

Years 

31 March 
2009 

£m 
501.4 

2.4 
503.8 

14.7 
14.7 

13.1 
13.1 

31 March 2008 
£m 

208.8 
15.6 

224.4 

Restricted cash of £2.4m (2008: £15.6m) is held in a designated bank account in order to meet the interest 
requirements on the loan finance. 

The above financial assets attract interest at floating rates. 
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19 Financial instruments {continued) 

Hedges 
The table below shows the extent to which the Group has off-balance sheet (unrecognised) and on-balance sheet 
(deferred) gains and losses in respect of financial instruments used as hedges at the beginning and end of the year. lt 
also shows the amount of such gains and losses which have been included in the profit and loss account for the year 
and those gains and losses which are expected to be included in next year's or later profit and loss accounts. 

All the gains and losses on the hedging instruments are expected to be matched by losses and gains on the hedged 
transactions or positions. 

Losses on hedges at 1 April 
Losses on hedges acquired on 28 September 2007 
Losses in the period 

Losses on hedges at 31 March 

Of which: 
Gains and losses expected to be recognised within 2010 income 

Gains and losses expected to be recognised within 2011 income or later 

Unrecognised 
Losses 

2009 
£m 

(233.1) 

(275.6) 

(508.7) 

(508.7) 

Unrecognised 
Losses 

2008 
£m 

(82.6) 
(150.5) 

(233.1) 

(233.1) 

The unrealised losses of £275.6m (2008: £150.5m) for the current period relate to instruments which will continue to 
hedge the Group's exposure to movements in interest rates. 

There is no expectation that these losses will be realised within 5 years as the company expects to hold these 
instruments until maturity. In the event of any repayment of associated debt, the intention is to match the liability with a 
new debt instrument. 

Fair values of financial assets and financial liabilities 
The following table provides a comparison by category of the carrying amounts and the fair values of the Group's 
financial assets and financial liabilities at 31 March 2008. Fair value is the amount at which a financial instrument could 
be exchanged in an arm's length transaction between informed and willing parties. Where available, market values have 
been used to determine fair values. 

Book value Fair value 
2009 2009 

£m £m 

Long term borrowings (3,945.9) (3,573.0) 

Restricted Cash 2.4 2.4 

Cash at Bank and in Hand 501.4 501.4 
Overdraft (note 16) 

Derivative financial instruments held to manage interest rate profile 
Interest Rate Swaps 

20 Grants and contributions 

At 1 April 2008 
Receivable in period 
Released to profit and loss account 
At 31 March 2009 

Grants and contributions relate to non-infrastructure assets. 
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(508.7) 

Book value 
2008 

£m 

(3,668.0) 

15.6 

208.8 
(0.5) 

Fair value 
2008 

£m 

(3,627.7) 

15.6 

208.8 

(0.5) 

(233.1} 

Group 
£m 

50.3 
3.8 

(2.6) 
51.5 
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21 Share capital 

Authorised 
t 100,000,000 Ordinary shares of £1 each 

Allotted, called up and fully paid 
921 1874,025 Ordinary shares of £1 each 

Group and 
Company 

2009 
£m 

1,100 
1,100 

921.9 
921.9 

Group and 
Company 

2008 
£m 

1,100 
1,100 

921.9 
921.9 

During the prior period 921,874,025 ordinary shares with a nominal value of £1 each were issued for a total 
consideration of £926.3m. No share capital was issued in the year to 31 March 2009. 

22 Reconciliation of shareholders funds 

Group Called up Share Profit and 
share Premium loss 

capital account account Total 
£m £m £m £m 

At 1 April 2008 921.9 4.5 (28.2) 898.2 
Loss for the year (0.1) (0.1) 
Dividends paid (80.3) (80.3) 
Actuarial loss on pension scheme (38.5) (38.5) 
Movement on deferred tax relating to pension asset 10.8 10.8 
At 31 March 2009 921.9 4.5 (136.3) 790.1 

At 28 September 2007 
Shares issued in year 921.9 921.9 
Premium on shares issued in year 4.5 4.5 
Loss for the year (22.4} (22.4) 
Actuarial loss on pension scheme (8.0) {8.0) 
Movement on deferred tax relating to pension asset 2.2 2.2 
At 31 March 2008 921.9 4.5 (28.2) 898.2 

Company Called up Share Profit and 
share Premium loss Total 

capital account account £m 
£m £m £m 

At 1 April 2008 921.9 4.5 0.7 927.1 
Profit for the year {0.7) {0.7) 
At 31 March 2009 921.9 4.5 926.4 

At 28 September 2007 
Shares issued in year 921.9 921.9 
Premium on shares issued in year 4.5 4.5 
Profit for the year 0.7 0.7 
At 31 March 2008 921.9 0.7 927.1 
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23 Notes to the cash flow statement 

Cash flow from operating activities 

Continuing operations 

Year ended 
31 Mar 

2009 
£m 

Operating profit and profit on ordinary activities before interest and taxation 
Decrease in provisions 

285.5 
(0.6) 
(7.2) 

187.3 
6.4 

(2.6) 
0.6 

(22.5) 
(16.6) 
(0.3) 

Difference between pension charge and cash contributions 
Depreciation charge 
Amortisation of goodwill 
Amortisation of grants & contributions 
Increase in stocks 
Increase in debtors 
Decrease in creditors 
Decrease in deferred revenue 
Total net cash inflow from operating activities 

Analysis of Net Debt: 

Cash 
Bank overdraft 

Debt due within one year 
Debt due after one year 
Net Debt 

At 1 April 
2008 

£m 

224.4 
(0.5) 

223.9 
(7.5) 

(3,792.9) 
(3,576.5) 

48 

430.0 

Cash Other non-
flows cash 

£m 

279.4 
0.5 

279.9 
(87.2) 

(296.2) 
(103.5) 

£m 

(137.9) 
32.9 

(105.0) 

28 Sep 2007 
to 31 Mar 

2008 
£m 

100.2 
(20.3) 
(9.5) 

100.9 
3.1 

(1.2) 

48.5 
(52.0) 
(0.2) 

169.5 

At 
31 March 

2009 

£m 

503.8 

503.8 
(232.6) 

(4,056.2) 
(3,785.0) 
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24 Pensions 

The Group accounted for pension costs during the period under FRS17. These disclosures show a net FRS 17 deficit 
(after deferred tax} of £83.3m (2008 deficit: £58.3m). The deficit has arisen mainly as a result of lower expected future 
returns on investments and turbulence in the stock market. The movement in the deficit is mainly due to changes in 
actuarial assumptions (financial and demographic) in the period. These movements are analysed below. 

Pension schemes operated 

The Group principally operates two schemes, details of which are shown below: 

1. Southern Water Pension Scheme (SWPS), a funded defined benefit scheme, which was closed to new 
members in 31 December 1998 but re-opened in July 2003 and finally closed to new entrants on 1 April2005. 
This scheme has nine trustee directors. On 1 April2005 Southern Water Services Executive Pension Scheme 
(SWEPS) was also closed to new entrants and merged with the SWPS. 

The assets of the scheme are held separately from those of the Group. State Street Bank and Trust Company 
acts as custodian for the defined benefit scheme and asset management is delegated to external fund 
managers. 

2. A second company stakeholder scheme, which is a defined contribution scheme, is also available to all 
employees. 

Contributions made to the defined contribution scheme for the year ended 31 March 2009 amounted to £0.3m 
{period from 28 September 2007to 31 March 2008: £0.3m). No contributions were outstanding attheyearend. 

Members of all schemes receive an annual statement of their accrued benefits. 

The latest actuarial valuation of the combined SWPS was carried out as at 31 March 2007 using the projected unit 
method. The assumptions that have the most significant effect on the results of the valuation are those relating to the 
rate of return on investments, the rate of future pensionable salary increases and the level of pension increases. 

For closed schemes under this method the current service cost will increase as the members of the schemes approach 
retirement. 

Expected employer and employee contributions to the defined benefit scheme for 2009/10 are £13.7m and £2.4m 
respectively. 

The principal assumptions made by the actuary in the valuation were as follows: 

Return on investments 

Salary growth 
Pension increases on the excess over guaranteed minimum pensions 

2007 

SWPS 
%pa 

6.6 
5.2 

3.2 

The assets of the scheme had a market value of £410.6m at 31 March 2007. This was sufficient to cover 81% of the 
scheme's benefits. 
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24 Pensions (continued} 

FRS 17- assumptions, asset, liability and reserves disclosures 

The formal actuarial funding valuations were carried out at 1 April2004 and updated to 31 March 2008 by a qualified 
independent actuary. Formal actuarial funding valuations as at 31 March 2007 are currently being carried out, the 
results of which have yet to be finalised. The following disclosures are combined for the SWPS and SWEPS. The major 
assumptions used by the actuary are set out in the table below. 

2009 2008 2007 
%pa o/opa %pa 

Price inflation 3.2 3.7 3.2 

Rate of increase in salaries (plus an age- related promotional 4.5 5.0 4.5 
scale} 
Rate of increase of pensions in payment 3.2 3.7 3.2 
Rate of increase for deferred pensions 3.2 3.7 3.2 
Discount rate 6.9 6.6 5.4 
Expected return on assets 7.2 7.1 7.2 

Assumptions regarding future mortality experience are set based on advice, published statistics and experience. In 
2009, the Group has used the post-retirement mortality assumptions comprising the '92' series based medium cohort 
mortality tables modified for appropriate assumptions. 

Longevity at age 65 for current pensioners 
Male 
Female 

Longevity at age 65 for future pensioners 
Male 
Female 

2009 2008 
years years 

21.6 

24.6 

23.1 

26.1 

21.6 
24.5 

23.1 
26.0 

The assets and liabilities in the schemes and the expected rates of return at 31 March 2009 and 31 March 2008 were: 

Rate of Rate of Value Value 
return return at at 

2009 2008 2009 2008 
% % £m £m 

Equities 8.4o/o 8.4% 190.6 260.5 
Government bonds 4.2% 4.5% 62.2 133.0 
Non-Government bonds 6.9% 6.6% 57.6 
Cash 4.0% 5.6% 8.4 4.9 
Total market value of Plan assets 318.8 398.4 
Total value of Plan liabilities (434.5} (479.4) 
Accrued deficit in the Plan {115.7) {81.0} 

Related deferred tax asset 32.4 22.7 

Net pension liability (83.3) (58.3) 

The equity investments and bonds which are held in plan assets are quoted and are valued at the current bid price 
following the adoption of the amendment to FRS17. Previously these were valued at mid price. 
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24 Pensions (continued) 

Reconciliation of the present value of the scheme liabilities 

Scheme liabilities at 1 April 2008/15 October 2007 
Current service cost 
Interest cost 
Member contributions 
Actuarial gain on liabilities 
Actual benefit payments 
Curtailments 
Scheme liabilities at 31 March 

Sensitivity analysis of scheme liabilities 

Discount rate 
Rate of inflation* 
Rate of increase in salaries 
Rate of increase in pensions in payment 
Mortality 

2009 
£m 

479.4 
5.0 

31.2 
2.5 

(65.7) 
(17.9) 

434.5 

Change in 
assumption 

+/- 1% 
+/- 1% 
+1- 1% 
+1- 1% 
+/- 1 yr 

2008 
£m 

509.0 
2.9 

27.4 
1.2 

(50.9) 
(8.0) 
(2.2) 

479.4 

Impact on 
scheme 

liabilities 
(o/o) 

-1+ 15 
+1- 13 
+/- 3 
+/- 9 
+/- 2 

*A change in inflation is assumed to be reflected in a change in the assumed rates of deferment revaluation, salary 
increase and pension increase (on pension in excess of GMP). 

Reconciliation of the fair value of the scheme assets 

At 1 April 2008/15 October 2007 
Expected return on assets 
Loss on assets 
Company contributions 
Member contributions 
Benefit payments 
Bid value of scheme assets at 31 March 
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2009 
£m 

398.4 
27.8 

(104.2) 
12.2 

2.5 
(17.9) 
318.8 

2008 
£m 

430.0 
29.2 

(58.9) 
4.9 
1.2 

(8.0) 
398.4 
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24 Pensions (continued) 

a) Analysis of amounts charged/ (credited) to operating profit: 

Employer's current service cost 
Employer's past service costs 
Expected return on pension scheme assets 
Interest on pension scheme liabilities 
Gain on curtailment 
Total P&L expense before deduction for tax 

Analysis of the amounts recognised in STRGL: 

Actuarial return less expected return on pension scheme assets 
Experience loss arising on scheme liabilities 
Gain on change of assumptions (financial and demographic} 
Total loss recognised in STRGL before adjustment for tax 

Year ended 
31 Mar 

2009 
£m 

5.0 

(27.8) 
31.2 

8.4 

Year ended 
31 Mar 

2009 
£m 

(104.3) 
13.1 
52.7 

{38.5} 

28 Sep 2007 
to 31 Mar 

2008 
£m 

2.9 

(29.2) 
27.4 
(2.2} 
(1.1) 

28 Sep 2007 
to 31 Mar 

2008 
£m 

(58.9) 
(3.2) 
54.1 
{8.0) 

The cumulative amount of actuarial losses recognised in the statement of recognised gains and losses is £46.5m (2008: 
£8.0m). 

Analysis of the movement in the schemes• deficits during the period 

Deficit in the scheme at 1 April2008/15 October 2007 
Employer's contributions 
Employer's current service cost 
Employer's past service cost 
Curtailment gain 
Other finance expense 
Actuarial loss 
Deficit in the scheme at end of year 
Deferred tax 
Net deficit at end of year 
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2009 
£m 

(81.0) 
12.2 
(5.0) 

(3.4) 
{38.5) 

(115.7) 
32.4 

(83.3) 

2008 
£m 

(79.0) 
4.9 

(2.9) 

2.2 
1.8 

(8.0} 
(81.0) 
22.7 

(58.3) 
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24 Pensions (continued) 

History of gains and losses for the year to 31 March 2009 are as follows: 

a. Experience adjustment on planned assets 
Amount {£m) 

b. Experience adjustment on scheme 
liabilities 
Amount (£m) 

c. Total amount recognised in the STRGL 
Fair value of assets at year end {£m) 
Actuarial value of liabilities at year end (£m) 
Deficit in scheme at year end (£m) 

25 Contingent liabilities 

Contractors' claims 

2009 2008 

104.3 

(13.1) 

318.8 
(434.5) 
(115.7) 

Group 
2009 

£m 

21.9 

4.1 

398.4 
(479.4) 

(81.0) 

Group 
2008 

£m 
1.0 

Contractors submit claims to SWS for the estimated final cost of their works. These claims are reviewed to assess 
where the liability for the costs rests and the amount that will actually be settled. The expected amount is included within 
capital creditors and a further sum is identified as a contingent liability, representing a proportion of the difference 
between the contractor's claim and SWS's valuation. 

26 Financial commitments 

As at 31 March 2009 the Group had annual commitments under non-cancellable operating lease agreements in respect 
of vehicles and land and buildings for which the payment extends over a number of years as follows: 

Expiring within one year 
Expiring between two and five years 
Expiring after more than five years 

Land and 
buildings 

£m 

1.3 
1.3 

2009 

Other 

£m 
0.3 
0.8 
0.1 

Operating leases are charged to the profit and loss account over the lease term. 

The Company has no such commitments. 
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Land and 
buildings 

£m 

1.3 

2008 

Other 

£m 
0.6 
1.4 
0.1 
2.1 
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27 Directors' emoluments 

One of the directors received £5,000 for services as a director of Greensands Holdings Limited paid by one of the 
ultimate shareholders. 

28 Related party transactions and ultimate controlling party 

The major shareholders in Greensands Holdings Limited as at 31 March 2009 are IIF International SW UK Investments 
Limited (advised by JP Morgan Investments Inc.), Challenger Infrastructure Fund via its ownership of Challenger 
Harbourmaster Holdings Jersey Limited and UBS AG. 

The transactions and balances with the Group's related parties, as defined by Financial Reporting Standard 8 and the 
extent of the transactions with them are summarised below. 

Costs: 

Interest and facility fees 
JP Morgan Europe Ltd (as agent) 

Eurobond interest 
National Nominees Ltd 
Britel Fund Trustees 
Paceweald Ltd 
JP Morgan Nominees 
IIF lnt'l SW UK Investment Ltd 
UBSAG 
JP Morgan- STC Funds nominees 
ANZ Nominees Ltd 
Sumaya Investments Ltd 
Challenger Property Nominees Pty Ltd 
Phildrew Nominees ltd (UBS IIF) 
Sky Brace Investments Ltd 
Total Eurobond interest payable to related parties 

Other Income: 
JP Morgan Chase Bank N.A.- Swap receipts (as agent) 

Loans and other borrowings due within than one year: 
Short term borrowings- JP Morgan Europe Ltd (as agent) 
Temporary funds made available - Shareholders of Greensands Holdings 
Limited 

Loans and other borrowings greater than one year: 
Long term borrowings- JP Morgan Europe Ltd (as agent) 
Eurobonds - Shareholder loans 

29 Post balance sheet events 

2009 
£m 

42.7 

5.2 
1.7 
0.5 
1.1 

12.1 
1.5 
1.3 
0.2 
2.1 

10.1 
5.3 
2.1 

43.2 

5.8 

138.5 

87.2 

455.8 
402.9 

2008 
£m 

22.7 

2.3 
0.8 
0.2 
0.3 
5.6 
2.9 
0.6 
0.1 
0.6 
4.6 
0.2 
0.6 

18.8 

2.4 

585.6 
359.7 

In April 2009 the Group repaid in full the Term Facility Loan under the Senior Bidco Agreement entered into by 
Greensands Investments Limited. 

Included in Creditors falling due within one year as at 31 March 2009 was an amount of £87.2m, which was made 
available to the Group in March 2009 by the shareholders of Greensands Holdings Limited. The utilised element of the 
facility of £35.0m is secured against Greensands (UK) Limited's shareholding in Greensands Junior Finance Limited and 
interest is charged at 15% per annum. The unutilised element of the facility was returned in June 2009. 
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30 Principal subsidiaries 

As at 31 March 2009 the Company held 100% of the ordinary share capital of Greensands Europe Limited. Greensands 
Europe Limited's principal subsidiaries are listed below. 

Company Class of 
share capital 

Greensands UK Limited Ordinary 

Greensands Junior Finance Limited Ordinary 

Greensands Senior Finance Limited Ordinary 

Greensands Investments Limited Ordinary 

Southern Water Capital Limited Ordinary 

Southern Water Investments Limited Ordinary 

Southern Water( NR) Holdings Limited Ordinary 

Southern Water( NR) Limited (formerly Ordinary 
Aspen 4 Limited) 

SWS Group Holdings Limited Ordinary 

SWS Holdings Limited Ordinary 

Southern Water Limited (formerly Ordinary Southern Water plc) 

Southern Water Services Limited Ordinary 

Southern Water Services Finance Limited Ordinary 

Southern Water Services Group Limited Ordinary 

Southern Water Industries Limited Ordinary 

Southern Water Services Finance plc Ordinary 

Bowsprit Holdings Limited Ordinary 

Monk Rawling Limited Ordinary 

Bowsprit Property Development Limited Ordinary 

EcoCiear Limited Ordinary 

Southern Water Executive Pension Ordinary Scheme Trustees Limited 

Southern Water Pension Trustees Ordinary Limited 

Disposals during the year: 

James Leppard & Sons Limited Ordinary 

Taylor Plant & Haulage Limited Ordinary 

Proportion of 
shares held 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

Activity 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Non-trading activities 

Intermediate parent company for 
Southern Water(NR) Group 
Supply of Water and Wastewater 
Services 

To raise debt finance 

Non-trading activities 

Commercial Services 

Financial Services 

Property Investment 

Estate Management 

Property Development 

Dormant 

Corporate Trustee of Executive 
Pension Scheme 

Corporate Trustee of Company 
Pension Scheme 

Landfill Operator 

Landfill Operator 

All subsidiaries have been included in Greensands Holdings Limited's consolidated accounts. 
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS HOLDINGS LIMITED 

We have audited the group and parent company financial statements (the "financial statements") of Greensands 
Holdings Limited for the period ended 31 March 2009 which comprise the Group Profit and Loss Account, the Group and 
Company Balance Sheets, the Group Cash Flow Statement, the Group Statement of Total Recognised Gains and 
Losses and the related notes. These financial statements have been prepared under the accounting policies set out 
therein. 

Respective responsibilities of directors and auditors 
The directors' responsibilities for preparing the Annual Report and the financial statements in accordance with applicable 
Jersey law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are 
set out in the Statement of Directors' Responsibilities. 

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and 
International Standards on Auditing (UK and Ireland). This report, including the opinion~ has been prepared for and only 
for the company's members as a body in accordance with Article 110 of the Companies (Jersey) Law 1991 and for no 
other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other 
person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent 
in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared 
in accordance with the Companies (Jersey) Law 1991. We report to you whether in our opinion the information given in 
the Directors• Report is consistent with the financial statements. We also report to you if. in our opinion, the company 
has not kept proper accounting records or if we have not received all the information and explanations we require for our 
audit. 

We read the other information contained in the Annual Report, and consider whether it is consistent with the audited 
financial statements. This other information comprises only the Directors' Report and the Operating and Financial 
Review. We consider the implications for our report if we become aware of any apparent misstatements or material 
inconsistencies with the financial statements. Our responsibilities do not extend to any other information. 

Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UKand Ireland) issued by the Auditing 
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in 
the financial statements. lt also includes an assessment of the significant estimates and judgments made by the 
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the 
group's and company's circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations which we considered 
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are 
free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 

Opinion 
In our opinion: 

• the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted 
Accounting Practice, of the state of the Group and Company's affairs as at 31 March 2009 and of its Group profit 
and Group cash flows for the year then ended; 

• the financial statements have been properly prepared in accordance with the Companies (Jersey) Law 1991; and 

• the information given in the Directors' Report is consistent with the financial statements. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors 
Gatwick J 
Date .. ~.! .... ~ ... ~~--

56 



 

 
116 

GREENSANDS HOLDINGS LIMITED  
PART 3 

SEPTEMBER 2010 INTERIM UNAUDITED CONSOLIDATED FINANCIAL 
STATEMENTS 

 



1 

Greensands Holdings Limited 

 
 
 
 
 
 
 

 
Consolidated Interim Report  

for the six months  

ended 30 September 2010 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 



2 

Greensands Holdings Limited 
  
 
 
  
 

Contents 
 

Pages

 
The Business 3
 
Financial performance 3-4
 
Operational performance 5
 
Summarised consolidated profit and loss account 6
 
Summarised consolidated statement of total recognised gains and losses  6
 
Summarised consolidated balance sheet 7
 
Summarised consolidated cash flow statement 8
 
Notes to the consolidated interim financial information  9-10

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



3 

Greensands Holdings Limited 
 
The Business 

 
 
Key Financial Ratios 
 
Net debt: RCV  
2007-08 performance:   
2008-09 performance:    
2009-10 performance:            
September 2010 performance*: 
 
Senior adjusted cash interest cover 
2007-08 performance:               
2008-09 performance:       
2009-10 performance:               
September 2010 performance*: 
 

 
 
 
 
94.9% 
94.8% 
90.8% 
90.7% 
 
 
1.17 times 
1.39 times 
1.25 times 
1.20 times 
 

*  Regulatory values of RCV and depreciation (CCD & IRC) are available at March period ends only.  The value 
used in this report for September 2010 is the arithmetic average of the March values. 
 
Financial performance 
 
Key financial performance indicators 
 

 

Six months 
ended 

30 September 
2010 

Unaudited 

Six months 
ended  

30 September 
2009 

Unaudited 

Increase/ 
(Decrease) 

 £m £m % 

Turnover* 343.3 346.4 (0.9)

Regulated operating costs 206.6 187.6  10.1 

Non-regulated operating costs 13.3 13.5 (0.1)

Operating profit 123.4 145.3 (15.1)

Gross capital expenditure 193.1 103.9 85.8 

Net cash inflow from operating activities 233.9 195.1 19.9 
 
* Turnover includes rental income 
 
Profit and loss account 
 
Turnover fell by 0.9% to £343.3m (2009: £346.4m) largely reflecting the average tariff decrease on unmeasured 
and measured customers of 0.4%. 
 
Operating profit decreased by 15.1% to £123.4m (2009: £145.3m), following the reduction in turnover and also a 
10.1% increase in regulated operating costs. This is substantially related to an increase in depreciation charges 
following the Group’s capital investment programme, an increase in the bad debt charge reflecting the economic 
climate and an increase in maintenance costs. Other operating costs have remained broadly in line with last 
year.  
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Greensands Holdings Limited 
 
An increase in non-cash interest associated with inflation on index–linked bonds offset by swap break costs paid 
in the six months to September 2009 accounted for the majority of the increase in net interest payable from 
£120.5m to £130.0m.  
      
Balance sheet 
 
Capital investment to deliver improved services to customers, amounted to £193.1m in the period to September 
2010. This, after accounting for depreciation and amortisation, has resulted in an increase in Fixed Assets of 
£79.4m from March 2010 to £5,132.6m. The construction of the £300m Brighton and Hove wastewater scheme 
is progressing on schedule and within budget.  
 
In January 2010 the Group repaid the amount made available to it by its shareholders of £35.0m.  This was the 
main cause of the movement from net current liabilities (excluding cash) of £9.8m as at September 2009 to other 
net current assets (excluding cash) of £20.1m as at September 2010. 
 
Creditors falling due after one year have increased from £4,154.9m at September 2009 to £4,236.1m at 
September 2010, an increase of £81.2m, principally resulting from an increase in inflation on index linked bonds 
and index linked swaps, and accrued unpaid interest on Eurobonds. 
 
The net pension deficit decreased to £65.7m following the latest actuarial valuation as at September 2010.  
 
Cash flow 
 
Net cash inflow from activities of £233.9m (2009: £195.1m) mainly reflects the operating results of the Group, 
excluding the effect of depreciation, and is explained in more detail in note 5. 
 
The reduction in net interest payable from £43.0m in 2009 to £35.2m in September 2010 results from the timing 
of swap break costs and commitment fees paid in the first half of the financial year. 
 
The first year of the new regulatory programme has seen a significant increase in capital expenditure amounting 
to £188.4m (2009: £111.6m). This largely relates to increased expenditure on the new Brighton and Hove 
wastewater scheme. 
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Greensands Holdings Limited 
 
The principal operating company in the Group is Southern Water Services Limited and the information contained 
in the following review of Operational Performance is based upon the activities of this company only. 
 
Operational performance 
 
Following the completion of Ofwat’s price review for the period 2010-15, new price limits came into effect in April 
2010. These price limits included allowance for capital investment of £1.7bn over the next five years and support 
for our universal metering programme.  
 
During the first six months of the period we have continued our focus on continually improving customer service 
levels. Results for the six months show that we have continued to reduce customer contacts because customers 
have had fewer reasons to contact us and customer complaints have continued to fall. The independent 
consumer body for the industry, the Consumer Council for Water(CCW), investigated just three cases during 
2009-10 and this year to date CCW have not investigated any cases. As well as these important measures, we 
are working hard to improve overall recorded customer satisfaction levels. 
 
Both the reduction in customer contacts and complaints as well as our focus on the customer experience will 
help us with Ofwat’s new Service Incentive Mechanism (SIM) which was introduced from April 2010.  
 
We again maintained supplies without the need for restrictions over the summer period, which was hotter and 
drier than we have seen in recent years. Although we missed our Ofwat leakage target for 2009-10, following the 
harshest winter conditions for 30 years, this had no impact on our ability to maintain supplies. We have 
redoubled our efforts to meet our 2010-11 leakage target of 83 Ml/d, though this will be a severe challenge given 
the adverse starting position and we still have one of the lowest leakage levels in the industry.   
 
The serviceability of our assets for the year 2009-10 was determined as ‘Stable’ by Ofwat, with the exception of 
our water treatment works which were assessed by Ofwat as ‘Deteriorating’. We have agreed a detailed action 
plan with Ofwat which will deliver Stable serviceability by 2011-12 in line with the regulatory requirement. The 
key parameter in this assessment is coliform (microbiological) failures at our works. Performance this year has 
been consistent with a Stable assessment for 2010-11, with only three coliform failures to date. 
 
The improvements in wastewater treatment works service performance achieved as a result of investment over 
the last price review period have continued. To date only four works have failed against their numeric discharge 
consent parameters. There are challenges for our below ground waste water serviceability which are being 
addressed by an action plan.  
 
Bathing water quality in the region has continued at excellent levels with 100% compliance with the mandatory 
standard again achieved, and 68% compliance with the more demanding (twenty times tighter) guideline 
standard. 
 
We are on track to deliver sewer flooding alleviation schemes for 48 properties during the year, having fast-
tracked these to deliver well ahead of the regulatory deadlines in the interests of customers affected by what are 
terrible events.    
 
The health and safety of our staff, contractors and customers has always been central to our work and this has 
been recognised by the award of a second RoSPA President’s Award, recognising over ten years excellence in 
Health & Safety.  
 
Universal Metering Programme 
 
One of the key elements of our regulatory business plan for 2010-15 was our programme to meter substantially 
all customers by 2015. This is the first large-scale metering programme in the industry and forms a key part of 
our strategy to secure supplies over the next 25 years at least cost to customers.  Based on customer research, 
customers believe it is also the fairest way to charge. It also gives customers control over their bills and the 
chance to save money both on their water and energy bills.    
 
We have carried out extensive customer research to develop a set of charging policies and information material 
to help all customers manage the change and ensure those with affordability concerns are given specific 
assistance. Ofwat and CCW have been fully involved in the development of these charging schemes and the 
programme as a whole.  
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Summarised consolidated profit and loss account 
For the six months ended 30 September 2010 

 
 

Notes Six months 
ended 

30 September 
 

Six months 
ended  

30 September 
 

Year 
ended 

31 March 
   2010   2009   2010 
   Unaudited   Unaudited   Audited 
  £m  £m   £m 
       
Turnover*           343.3            346.4   679.1 
       
Operating profit           123.4            145.3   275.5 
       
Profit on disposal of fixed assets               0.1                0.8   1.4 
       
Net interest payable  (130.0)  (120.5)  (236.8) 
         
(Loss)/Profit on ordinary activities before taxation           (6.5)           25.6   40.1 
       
Tax on profit on ordinary activities 2 (10.4)  (7.2)  (35.5) 
         
(Loss)/Profit on ordinary activities after taxation             (16.9)             18.4   4.6 
       
Dividends 3 -  -  (1.8) 
       
Retained (loss)/profit for the period             (16.9)             18.4   2.8 
       

* Turnover includes rental income 
 
 
 
Summarised consolidated statement of total recognised gains and losses 
For the six months ended 30 September 2010 
 

 
Notes Six months 

ended 
30 September 

 
Six months 

ended  
30 September 

 
Year 

ended 
31 March 

   2010   2009   2010 
   Unaudited   Unaudited   Audited 
  £m  £m   £m 
       
(Loss)/Profit on ordinary activities after taxation  (16.9)             18.4   4.6 
Actuarial gain/(loss) on pension scheme  1.8                44.2   (54.3) 
Movement on deferred tax relating to pension liability  (1.6)  (12.4)  10.5 
Movement on current tax relating to pension liability  -  -  4.7 
Total gains and losses recognised since last annual 
report and financial statements 

          (16.7)           50.2   34.5 
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Greensands Holdings Limited 
 
Summarised consolidated balance sheet 
As at 30 September 2010 

 
 

Notes Six months 
ended 

30 September 
 

Six months 
ended  

30 September 
 

Year 
ended 

31 March 
   2010   2009   2010 
   Unaudited   Unaudited   Audited 
  £m  £m   £m 
       
Fixed assets and investments  5,132.6      5,030.1   5,053.2 
       
Cash  364.2  464.2  354.0 
       
Other net current assets  20.1  (9.8)  72.5 
       
Creditors: amounts falling due after more than one year  (4,236.1)  (4,154.9)         (4,190.4) 
       
Provision for liabilities and charges  (428.3)  (386.7)  (419.5) 
       
Pension deficit  (65.7)  (51.2)  (65.9) 
       
Grants and contributions  (49.7)  (51.4)  (50.1) 
       
Net assets  737.1  840.3  753.8 
       
Capital and reserves:       
       
Called up share capital 4 921.9  921.9  921.9 
Share premium 4 4.5  4.5  4.5 
Profit and loss account 4 (189.3)  (86.1)  (172.6) 
       
Total equity shareholders' funds  737.1  840.3  753.8 
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Greensands Holdings Limited 
 
Summarised consolidated cash flow statement 
For the six months ended 30 September 2010 

 
 

Notes Six months 
ended 

30 September 
 

Six months 
ended  

30 September 
 

Year 
ended 

31 March 
   2010   2009   2010 
   Unaudited   Unaudited   Audited 
  £m  £m   £m 
       
Net cash inflow from operating activities 5      233.9        195.1   404.0 
       
Net interest paid           (35.2)           (43.0)   (162.7) 
       
Capital expenditure and financial investment  (188.4)  (111.6)  (213.6) 
       
Equity dividends paid  -  -  (1.8) 
       
Net cash inflow before financing       10.3        40.5   25.9 
       
Financing:       
New loans granted         -          100.9   50.0 
Repayment of loans  -  (191.7)  (225.7) 
Issue costs of new loans  (0.1)  (0.7)  - 
Deferred swap receipts  -  11.4  - 
Net cash outflow from financing  (0.1)  (80.1)  (175.7) 
       
Decrease in cash         10.2          (39.6)   (149.8) 
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Greensands Holdings Limited 
 
Notes to the consolidated interim financial information 
 
 
1 Basis of preparation 

 
The consolidated financial information for Greensands Holdings Limited is for the six months ended 30 
September 2010 and has been prepared in accordance with UK GAAP and on the basis of accounting 
policies consistent with those used for the audited financial statements of Greensands Holdings Limited at 31 
March 2010. 
 
The financial information does not constitute statutory accounts of the company within the meaning of 
section 104 of the Companies (Jersey) Law 1991.  Statutory accounts for the year ended 31 March 2010 
have been filed at the company’s registered office.  The auditors' report on those accounts was unqualified 
and did not contain any statement under section 111(2) (accounting records or returns inadequate or 
accounts not agreeing with records and returns), or section 111(5) (failure to obtain necessary information 
and explanations).   
 
The financial information for the six months ended 30 September 2010 and the equivalent period in 2009 has 
not been audited. 
 
 

2 Taxation 
 

The tax charge is based on the estimated effective rate of tax, including deferred tax, for the full year to 31 
March 2010. 
 
 

3 Dividends 
 

The following dividends were paid by the group: 
 

 

Six months 
ended 

30 September 
 

Six months 
ended  

30 September 
 

Year 
ended 

31 March 
  2010   2009   2010 
  Unaudited   Unaudited   Audited 
 £m  £m   £m 
      
Ordinary dividends paid -  -  1.8 
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Greensands Holdings Limited 
 
Notes to the consolidated interim financial information (continued) 

 
 

4 Movement in shareholders’ funds 
 

 
Six months  

ended  
30 September 

 
Six months 

ended  
30 September 

 
Year 

ended 
31 March 

 2010   2009   2010 
 Unaudited   Unaudited   Audited 

  
Called up  

share  
capital 

Share 
premium 

Profit and 
loss 

account 
Total  Total  Total 

 £m £m £m £m  £m   £m 
         
At 1 April 921.9 4.5 (172.6) 753.8  790.1  790.1 
Profit after tax - - (16.9) (16.9)  18.4  4.6 
Dividends paid - - - -  -  (1.8) 
Actuarial loss on pension 
scheme - - 1.8 1.8  44.2  (54.3) 

Movement on deferred tax 
relating to pension asset - - (1.6) (1.6)  (12.4)  10.5 

Movement on current tax 
relating to pension asset - - - -  -  4.7 

Shareholders’ funds at 
end of period 921.9 4.5 (189.3) 737.1  840.3  753.8 

 
 
5 Reconciliation of operating profit to net cash flow from operating activities 
 

 

Six months 
ended 

30 September 
 

Six months 
ended  

30 September 
 

Year 
ended 

31 March 
  2010   2009   2010 
  Unaudited   Unaudited   Audited 
 £m  £m   £m 
      
Operating profit 123.4  145.3  275.5 
Depreciation (net of amortisation of grants and contributions) 106.7  97.3  195.7 
Amortisation of goodwill 3.2  3.2  6.3 
(Increase)/decrease in stocks (0.1)  -  0.3 
Decrease/(increase) in debtors 3.8  (0.8)  (5.2) 
Decrease in creditors (3.1)  (48.9)  (0.7) 
Difference between pension charge and cash contributions -  (0.3)  (68.0) 
Decrease in environmental provision -  (0.7)  - 
Increase in deferred revenue due after one year -  -  0.1 
      
Net cash inflow for operating activities 233.9  195.1  404.0 
 
      

6 Pension 
 

The pension deficits shown at 30 September 2010 and 30 September 2009 are based on the valuations at 
31 March 2010 and 31 March 2009 respectively updated by the scheme actuary reflecting market yields and 
asset values. These are not formal interim valuations of the scheme assets and liabilities, however an 
assessment of the actuarial gains/losses has been made and shown in the STRGL. 
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Greensands (UK) Limited  
 

1 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 
 
The directors of Greensands (UK) Limited (Registered No. 06366235) present their report and the audited 
accounts for the year ended 31 March 2010. 
 
The report has been prepared in accordance with the special provisions applicable to companies subject to 
small companies’ regime. 
 
PRINCIPAL ACTIVITIES  
 
The principal activity of the Company continued to be that of an intermediate holding company for the 
subsidiary undertaking disclosed in note 7 to the accounts.  
 
REVIEW OF THE BUSINESS, RESULTS AND DIVIDENDS 
 
The Company acted as a holding Company during the year.   
 
During the year the Company received interest of £55.2m (2009: £124.5m) and incurred interest payable of 
£55.2m (2009: £124.5m). 
 
The Company has net liabilities of £1.9m (2009: £1.9m) comprising its investment in Greensands Junior 
Finance Limited of £1.0m (2009: £1.0m), amounts owed by group undertakings of £1444.0m (2009: 
£1,395.8m) and amounts owed to group undertakings totaling £1,448.2m (2009: £1,400.0m). 
 
In March 2009 the Company had made available to it an amount of £87.2m by the shareholders of the 
Company’s ultimate parent Greensands Holdings Limited.  The utilised element of the facility of £35.0m was 
secured against the Company’s shareholding in Greensands Junior Finance Limited and interest was 
charged at 15% per annum.  On 16 June 2009 the unutilised element of the facility was repaid to the 
shareholders of Greensands Holdings Limited. The facility was repaid in full on 7 January 2010. 
 
After the balance sheet date the Company entered into an agreement with Greensands Europe Limited, to 
which it owes a debt of £1,335.3m to agree the interest rate effective on this facility from 5.35% for the year 
ended 31 March 2010 to 3.87%.  Further, this agreement states that for the year ended 31 March 2011 and 
for the 12 months following the date these accounts are signed the rate effective will be between 0.00% and 
6.16%. 
 
After the balance sheet date the Company entered into an agreement with Greensands Junior Finance 
Limited, to which it is owed a debt of £1,444.0m to agree the interest rate effective on this facility from 5.85% 
for the year ended 31 March 2010 to 3.57%.  Further, this agreement states that for the year ended 31 March 
2011 and for the 12 months following the date these accounts are signed the rate effective will be between 
0.00% and 5.77%. 
 
The principal risks that the Company is exposed to is the occurrence of events that would result in an 
impairment to the value of its investment in Greensands Junior Finance Limited and the recoverability of its 
inter company debt. 
 
The directors have received confirmation that Greensands Holdings Limited intend to support the Company 
for at least one year after these financial statements are signed and accordingly believe that preparing the 
accounts on the going concern basis is appropriate.  
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
The Company recorded no profit after taxation for the year ended 31 March 2010 (2009: £nil). 
 
The directors have not declared a final dividend for the year ended 31 March 2010 (2009: £nil per share).   
 
DIRECTORS 
 
The directors who held office during the year and up to the date of signing the accounts were as follows: 
 
S Bickerton (Resigned 26/10/09) 
K Budinger (Appointed 01/01/10) 
T Buscombe (Alternate Director Appointed 01/01/10)  
A Cunanan (Resigned 31/12/09) 
M Gilligan (Alternate Director Appointed 10/08/09) 
P Moy  
M Nagle (Appointed 13/07/09) 
P Peters (Resigned 12/01/10) 
S Toor (Resigned as Director 13/01/10, reappointed as Alternate Director 13/01/10) 
M Walters (Appointed 13/01/10) 
J Yuen (Resigned as Alternate Director 10/08/09, reappointed as Director 24/08/09) 
J Zibarras (Resigned 13/07/09) 
K Hall  Company Secretary 

 
DIRECTORS’ INDEMNITIES 
 
The Company maintains liability insurance for its directors and officers. Following shareholder approval in 
December 2007, the Company has also provided an indemnity for its directors and the secretary, which is a 
qualifying third party indemnity provision for the purposes of the Companies Act 2006. 
 
STATEMENT OF DIRECTORS' RESPONSIBILITIES 
 
The directors are responsible for preparing the Directors’ Report and the financial statements in accordance 
with applicable law and regulations.  
 
Company law requires the directors to prepare financial statements for each financial year. Under that law 
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally 
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).  Under company 
law the directors must not approve the financial statements unless they are satisfied that they give a true and 
fair view of the state of affairs of the company and of the profit or loss of the company for that period.  
 
In preparing those financial statements, the directors are required to: 
 
• select suitable accounting policies and then apply them consistently; 
• make judgements and 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; 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume 

that the Company will continue in business. 
 
The directors are responsible for keeping adequate accounting records that are sufficient to show and 
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position 
of the company and enable them to ensure that the financial statements comply with the Companies Act 
2006. They are also responsible for safeguarding the assets of the company and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities. 
 
The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the 
United Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions.    
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
STATEMENT OF PROVISION OF INFORMATION TO AUDITORS 
 
Each of the persons who is a director at the date of approval of this report confirms that: 
 
(1) so far as the director is aware, there is no relevant audit information of which the Company’s 

auditors are unaware; and 
 
(2) he/she has taken all the steps that he/she ought to have taken as a director in order to make 

himself/herself aware of any relevant audit information and to establish that the Company’s auditors are 
aware of that information. 

 
This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the 
Companies Act 2006. 
 
INDEPENDENT AUDITORS 
 
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.  
 
Approved by the Board of Directors and signed on behalf of the Board. 
 
 
 
 
 
 
K Hall 
Company Secretary 
 
28 July 2010 
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2010  
 
  

Notes 
Year ended 

31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

     
Interest receivable and similar income 3 55.2  124.5 
Interest payable and similar charges 4 (55.2)  (124.5)
     
Profit on ordinary activities before taxation 5 -  - 
     
Tax on profit on ordinary activities 6 -  - 
     
Profit for the financial year 13 -  - 
     
 
The above results relate to continuing operations. 
 
The Company has no recognised gains and losses other than those included above for the year and 
therefore no separate statement of total recognised gains and losses has been presented. 
 
There is no difference between the profit on ordinary activities before taxation and the retained profit for the 
periods stated above and their historical cost equivalents. 
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BALANCE SHEET AS AT 31 MARCH 2010 
 
  

Notes
2010 

£m 
 2009 

£m 
Fixed assets     
Investments 7 1.0  1.0 
 
Current assets 

    

Debtors: amounts falling due within one year 8 1.3  88.9 
Debtors: amounts falling due after one year 9 1,444.0  1,395.8 
  1,445.3  1,484.7 
     
Creditors: amounts falling due within one year 10 -  (87.6)
     
Net current assets  1,445.3  1,397.1 
     
Total assets less current liabilities  1,446.3  1,398.1 
     
Creditors: amounts falling due after one year 11 (1,448.2)  (1,400.0)
     
Net liabilities  (1.9)  (1.9)
     
Capital and reserves     
Called up share capital 12 1.0  1.0 
Profit and loss account 13 (2.9)  (2.9)
Total shareholders’ deficit 14 (1.9)  (1.9)
 
 
The accounts on pages 4 to 10 were approved by the board of directors and authorised for issue on 28 July 
2010 and are signed on its behalf by: 
 
 
 
 
 
M Walters 
Director 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies 
 
Basis of accounting 
 
These financial statements are prepared on the going concern basis, under the historical cost convention, 
and in accordance with the Companies Act 2006 and applicable accounting standards in the United 
Kingdom.  The principal accounting policies, which have been applied consistently throughout the period, are 
set out below. 
 
The directors believe that preparing the accounts on the going concern basis is appropriate due to the 
continued financial support of the ultimate parent company Greensands Holdings Limited. The directors have 
received confirmation that Greensands Holdings Limited intend to support the Company for at least one year 
after these financial statements are signed. 
 
Basis of preparation 
 
The accounts contain information about Greensands (UK) Limited as an individual company and do not 
contain consolidated financial information as the parent of subsidiary companies. The Company is exempt 
under section 400 of the Companies Act 2006 from the requirement to prepare consolidated accounts as it 
and its subsidiary undertakings are included by full consolidation in the publicly available consolidated 
accounts of the holding company, Greensands Holdings Limited. 
 
Cash flow statement 
 
The Company is a wholly owned subsidiary company of a group headed by Greensands Holdings Limited, 
and is included in the consolidated accounts of that company, which are publicly available. Consequently, the 
Company has taken advantage of the exemption within FRS 1 ‘Cash flow statements (revised 1996)’ from 
preparing a cash flow statement. 
 
Related party disclosure 
 
The Company has taken advantage of the exemption under paragraph 3(c) from the provisions of FRS 8, 
‘Related party disclosures’, on the grounds that it is a wholly owned subsidiary of a group headed by 
Greensands Holdings Limited, whose accounts are publicly available from the address in note 15. 
 
Investments 
 
Investments are carried at cost less provision for any impairment in value.  The carrying values of fixed asset 
investments are reviewed by the directors for impairment in periods if events or changes in circumstances 
indicate the carrying value may not be recoverable. 
 
Interest income is accrued on a daily basis. Dividends and other investment income is accounted for when it 
becomes receivable. 
 
Taxation 
 
Corporation tax payable is provided on taxable profits at the current rate. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
1 Accounting policies (continued) 
 
Financial instruments 
 
Derivative transactions include interest rate, currency and index-linked swaps.  These derivatives are entered 
into for the purpose of matching or eliminating risk from potential movements in interest and currency rates 
and RPI associated with the long term borrowing requirements of the Company (see note 11). 
 
Interest rate and currency swaps are used to manage interest rate profiles and mitigate exchange risks. 
When matched with primary financial instruments, the net position is measured at the hedge rate and 
presented within creditors on the balance sheet. Income, costs, gains, losses and expenses are recognised 
within net interest payable in the profit and loss account over the life of the instruments. 
 
Provisions are made for losses, if appropriate, in the event that it is expected that any portion of a financial 
instrument will not be a hedge of the long term borrowing requirements of the Company. 
 
Greensands UK Limited does not adopt FRS 26 Financial Instruments: Recognition and Measurements. 
 
2 Employee information  

  
The Company has no employees (2009: None). 
 
The services of the directors are deemed to be wholly attributable to their services to Greensands Holdings 
Limited.   
 
The directors received no emoluments during the year in respect of their services to the Company. 
 
3 Interest receivable and similar income 
 Year ended 

31 March 
2010 

£m 

 Year ended  
31 March 

2009 
£m 

    
Due from group undertakings 55.2  124.5 
 
4 Interest payable and similar charges 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

    
Due to group undertakings 49.9  124.1 
Other interest payable 5.3  0.4 
 55.2  124.5 



Greensands (UK) Limited  
 

8 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
5 Profit on ordinary activities before taxation 

 
In 2010 and 2009 audit fees were borne by Greensands Holdings Limited. 
 
6 Tax on profit on ordinary activities 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

Current tax:    
    
UK corporation tax on profit for the year -  - 
   
The rate of current tax charge on profit on ordinary activities varied from the standard rate of corporation tax 
due to the following factors: 

 
  Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

Current tax    
Profit on ordinary activities before tax -  - 
Current tax    
UK corporation tax rate at standard rate of tax of 28% on profit for 
the year (2009: 28%) 

-  - 

Current tax charge for year -  - 
 
No deferred tax arose during the year to 31 March 2010 (2009: nil). 
 
7 Investments 
  Shares in 

subsidiary 
undertakings 

£m 
At cost & net book amount:    
At 1 April 2009 and 31 March 2010  1.0 
 
Subsidiary undertakings 
 
Company Class of 

share 
capital 

No shares 
issued at £1 
each 

% shares 
held 

Activity Country of 
incorporation 

Greensands 
Junior Finance 
Limited 

Ordinary 1,000,000 100% Holding company  UK 

 
The directors are satisfied that the book value of investments is supported by their underlying net assets. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
8 Debtors: amounts falling due within one year 
 
 

2010 
£m 

 2009 
£m 

    
Amounts owed by group undertakings 1.3  88.9 
 
In March 2009 the Company made available to Greensands Junior Finance Limited £87.2m of which £35.0m 
was used.  Interest on the £35.0m facility, which is unsecured, was charged at 15% per annum.  The 
unutilised element of the facility was repaid to the company on 16 June 2009. The remaining balance 
including accrued interest was repaid on 7 January 2010. 
 
The amount owed by Group undertakings of £1.3m, is unsecured, interest free and repayable on demand. 
 
9 Debtors: amounts falling due after one year 

 2010 
£m 

 2009 
£m 

    
Amounts owed by group undertakings 1,444.0  1,395.8 
 
All amounts owed by group undertakings due after one year are unsecured.  Interest on this balance has 
accrued at 3.57% for the year ended 31 March 2010.  Further, for the year ended 31 March 2011 and for 12 
months following the approval of these financial statements the rate charged has been decided by 
agreement of the directors of Greensands (UK) Limited and Greensands Junior Finance Limited and has 
been set to between 0.00% and 5.77%.  The directors have confirmed that they will not call upon this 
balance for 12 months from the date of these financial statements. 
 
10 Creditors: amounts falling due within one year  
 2010 

£m 
 2009 

£m 
    
Accruals -  0.4 
Loans and other borrowings (note (i) below) -  87.2 
 -  87.6 
Notes 
 

(i) In March 2009 the Company had made available to it an amount of £87.2m by the shareholders of 
the ultimate parent undertaking, Greensands Holdings Limited.  The utilised element of the facility 
of £35.0m was secured against the Company’s shareholding in Greensands Junior Finance 
Limited and interest was charged at 15% per annum.  On 16 June 2009 the unutilised element of 
the facility was repaid  and the remaining balance was fully repaid on 7 January 2010. 

 
11 Creditors: amounts falling due after one year 
 
 

2010 
£m 

 2009 
£m 

    
Amounts owed to group undertakings  1,448.2  1,400.0 

 
All amounts owed to group undertakings are unsecured.  Of this balance, £1,335.3m accrued interest at 
3.87% for the year ended 31 March 2010.  Further, for the year ended 31 March 2011 and for 12 months 
from the date of signing of these financial statements the rate charged has been decided by agreement of 
the directors of Greensands (UK) Limited and Greensands Europe Limited and has been set to between 
0.00% and 6.16%.  The remaining balance of £112.9m is unsecured, interest free and repayable on demand. 
 It has been confirmed that neither of these balances will be called upon for 12 months from the date of these 
financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
12 Called up share capital 
 2010 

£m 
    2009  

£m 
Authorised:    
1,000,000 ordinary shares of £1 each 1.0  1.0 
    
Allotted, called up and fully paid:    
1,000,000 ordinary shares (2009: 1,000,000) of £1 each 1.0  1.0 
 
13 Profit and loss account 
 

        £m 
   
At 1 April 2009  (2.9)
Result for the financial year     - 
At 31 March 2010  (2.9)
 
14 Reconciliation in movement in shareholders’ deficit 
 

  

Year ended 
 31 March 

2010 
£m 

 Year ended 
31 March 

2009 
£m 

      
Profit for the year -  - 
Dividends  -  - 
Retained profit for the financial year -  - 
    
Opening shareholders' deficit (1.9)  (1.9)
Closing shareholders' deficit (1.9)  (1.9)
 
15 Ultimate parent and controlling party 
 
The immediate parent undertaking is Greensands Europe Limited.  
 
The ultimate parent and controlling company is Greensands Holdings Limited, a company incorporated in the 
Jersey. At 31 March 2010, Greensands Holdings Limited directly owned 100% of the share capital of 
Greensands (UK) Limited. As at 31 March 2010, the major shareholders in Greensands Holdings Limited 
were a consortium including IIF International SW UK Investments Limited (advised by JP Morgan 
Investments Inc.) and The Northern Trust Company. 
 
Greensands Holdings Limited is the only group company that prepares consolidated accounts, which contain 
the accounts of Greensands (UK) Limited. Copies of Greensands Holdings Limited’s consolidated accounts 
may be obtained from the Company Secretary of Greensands Holdings Limited, at Southern House, Yeoman 
Road, Worthing, BN13 3NX. 
 
16 Post balance sheet event 
 
After the balance sheet date an agreement was entered into with Greensands Europe Limited, to which the 
Company owes a debt of £1,335.3m, to reduce the rate of interest payable on this loan from 18% to a 
maximum of 6.16% for the year ended 31 March 2011. 
 
After the balance sheet date an agreement was entered into with Greensands Junior Finance Limited, to 
which the Company is owed a debt of £1,444.0m, to reduce the rate of interest payable on this loan from 
18% to a maximum of 5.77% for the year ended 31 March 2011. 
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF GREENSANDS (UK) LIMITED FOR THE 
YEAR ENDED 31 MARCH 2010 
 
We have audited the financial statements of Greensands (UK) Limited for the year ended 31 March 2010 
which comprise the Profit and Loss Account, the Balance Sheet and the related notes. The financial reporting 
framework that has been applied in their preparation is applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice).  
 
Respective responsibilities of directors and auditors 
As explained more fully in the Directors’ Responsibilities Statement the directors are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view. Our 
responsibility is to audit the financial statements in accordance with applicable law and International 
Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices 
Board’s Ethical Standards for Auditors. 
 
This report, including the opinions, has been prepared for and only for the company’s members as a body in 
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.  We do not, in 
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom 
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in 
writing. 
 
Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 
to give reasonable assurance that the financial statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to 
the company’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the directors; and the overall presentation of the 
financial statements.  
 
In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we 
have not received all the information and explanations we require for our audit, or if information specified by 
law regarding directors’ remuneration and other transactions is not disclosed. 
 
Opinion on financial statements 
In our opinion the financial statements: 
- give a true and fair view of the state of the company’s affairs as at 31 March 2010 and of its result for the 

year then ended; 
- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 

Practice; and 
- have been prepared in accordance with the requirements of the Companies Act 2006. 
 
Opinion on other matter prescribed by the Companies Act 2006 
In our opinion the information given in the Directors’ Report for the financial year for which the financial 
statements are prepared is consistent with the financial statements.  
 
Matters on which we are required to report by exception 
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to 
report to you if, in our opinion:  
- adequate accounting records have not been kept, or returns adequate for our audit have not been 

received from branches not visited by us; or 
- the financial statements are not in agreement with the accounting records and returns; or 
- certain disclosures of directors’ remuneration specified by law are not made; or 
- we have not received all the information and explanations we require for our audit. 
 
 
 
 
 
 
Graham Lambert (Senior Statutory Auditor) 
For and on behalf of PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
Gatwick 
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Greensands (UK) Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 

The directors present their report and the audited accounts for the year ended 31 March 
2009. 

The report has been prepared in accordance with the special provisions of Part VII of the 
Companies Act 1985 relating to small companies. 

PRINCIPAL ACTIVITIES 

The principal activity of the Company continued to be that of an intermediate holding company 
for the subsidiary undertaking disclosed in note 7 to the accounts. 

REVIEW OF THE BUSINESS 

The Company acted as a holding Company during the year. The prior period ran from 1 0 
September 2007 to 31 March 2008. 

During the year the Company received interest of £124.5m (2008: £18.9m) and incurred 
interest payable of £124.5m (2008: £23.1 m, £4.2m of which was external to the group). 

The Company has net liabilities of £1.9m (2008: £1.9m) comprising its investment in 
Greensands Junior Finance Limited of £1.0m (2008: £1.0m), amounts owed by group 
undertakings of £1 ,395.8m (2008: £1 ,293.0m) and amounts owed to group undertakings 
totaling £1 ,400.0m (2008: £1 ,297.2m). 

In March 2009 the Company had made available to it an amount of £87.2m by the 
shareholders of the Company's ultimate parent Greensands Holdings Limited. The utilised 
element of the facility of £35.0m is secured against the Company's shareholding in 
Greensands Junior Finance Limited and interest is charged at 15% per annum. On 16 June 
2009 the unutilised element of the facility was returned to the shareholders of Greensands 
Holdings Limited. 

After the balance sheet date the Company entered into an agreement with Greensands 
Europe Limited, to which it owes a debt of £1 ,287.2m to agree the interest rate effective on 
this facility from 7.40% for the year ended 31 March 2009 to 1 0.31 %. Further, this agreement 
states that for the year ended 31 March 201 0 and for the 12 months following the date these 
accounts are signed the rate effective will be between 0.00% and 6.35%. 

After the balance sheet date the Company entered into an agreement with Greensands 
Junior Finance Limited, to which it is owed a debt of £1 ,395.8m to agree the interest rate 
effective on this facility from 6. 70% for the year ended 31 March 2009 to 9.49%. Further, this 
agreement states that for the year ended 31 March 201 0 and for the 12 months following the 
date these accounts are signed the rate effective will be between 0.00% and 5.93%. 

The principal risks that the Company is exposed to is the occurrence of events that would 
result in an impairment to the value of its investment in Greensands Junior Finance Limited 
and the recoverability of its inter company debt. 

The directors have received confirmation that Greensands Holdings Limited intend to support 
the Company for at least one year after these financial statements are signed and accordingly 
believe that preparing the accounts on the going concern basis is appropriate. 
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Greensands (UK) Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

RESULTS AND DIVIDENDS 

The Company recorded no profit after taxation for the year ended 31 March 2009 (2008: loss 
of £2.9m). 

The directors have not declared a final dividend for the year ended 31 March 2009 (2008: £nil 
per share). 

DIRECTORS 

The directors who held office during the year and up to the date of signing the accounts were 
as follows: 

S Bickerton 
A Cunanan 
VGilles 
P Moy 
P Peters 
J Zibarras 
M Nagle 
S Toor 
J Yuen 
KHall 

(Resigned 17 November 2008) 

(Resigned 13 July 2009) 
(Appointed 13 July 2009) 
(Appointed 18 December 2008) 
Alternate Director (Appointed 17 November 2008) 
Company Secretary 

DIRECTORS' INDEMNITIES 

The Company maintains liability insurance for its directors and officers. Following shareholder 
approval in December 2007, the Company has also provided an indemnity for its directors 
and the secretary, which is a qualifying third party indemnity provision for the purposes of the 
Companies Act 1985. 

STATEMENT OF DIRECTORS' RESPONSIBILITIES 

The directors are responsible for preparing the financial statements in accordance with 
applicable law and regulations. 

Company law requires the directors to prepare financial statements for each financial year. 
Under that law the directors have elected to prepare the financial statements in accordance 
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting 
Standards and applicable law). The financial statements are required by law to give a true 
and fair view of the state of affairs of the Company and of the profit or loss of the Company for 
that year. 

In preparing those financial statements, the directors are required to: 

• select suitable accounting policies and then apply them consistently; 
• make judgements and estimates that are reasonable and prudent; 
• prepare the financial statements on the going concern basis unless it is inappropriate 

to presume that the Company will continue in business, in which case there should be 
supporting assumptions or qualifications as necessary. 
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Greensands (UK) Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

The directors confirm that they have complied with the above requireme-nts In preparm9 the 
financial statements. 

The directors are responsible for keeping proper accounting records that disclose with 
reasonable accuracy at any time the financial position of the Company and enable them to 
ensure that the financial statements comply with the Companies Act 1985. They are also 
responsible for safeguarding the assets of the Company and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities. 

STATEMENT OF PROVISION OF INFORMATION TO AUDITORS 

Each of the persons who is a director at the date of approval of this report confirms that: 

(1) so far as the director is aware, there is no relevant audit information of which the 
Company's auditors are unaware; and 

(2) each director has taken all the steps that he ought to have taken as a director in order to 
make himself aware of any relevant audit information and to establish that the Company's 
auditors are aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions of 
s234ZA of the Companies Act 1985. 

AUDITORS 

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in 
office and a resolution concerning their reappointment will be proposed at the Annual General 
Meeting. 

Approved by the board of directors and signed by order of the board. 

Company Secretary 

29 July 2009 
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Greensands (UK) Limited 

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2009 

Interest receivable and similar income 
Interest payable and similar charges 

Loss on ordinary activities before taxation 

Tax on profit/(loss) on ordinary activities 

Loss for the financial year 

The above results relate to continuing operations. 

Notes 

3 
4 

5 

6 

13 

Year 
ended 31 

March 
2009 

£m 

124.5 
(124.5) 

Perioo 
ended 31 

March 
2008 

£m 

18.9 
(23.1) 

(4.2) 

1.3 

(2.9) 

The Company has no recognised gains and losses other than those included above for the 
year and therefore no separate statement of total recognised gains and losses has been 
presented. 

There is no difference between the loss on ordinary activities before taxation and the retained 
loss for the periods stated above and their historical cost equivalents. 
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Greensands (UK) Limited 

BALANCE SHEET AS AT 31 MARCH 2009 

Notes 
Fixed assets 
Investments 7 

Current assets 
Debtors: amounts falling due within one year 8 
Debtors: amounts falling due after one year 9 

Creditors: amounts falling due within one 10 
year 

Net current assets 

Total assets less current liabilities 

Creditors: amounts falling due after one year 11 

Net liabilities 

Capital and reserves 
Called up share capital 
Profit and loss account 
Total shareholders' deficit 

12 
13 
14 

200-9 2-008 
£m £m 

1.0 1.0 

88.9 1.3 
1,395.8 1,293.0 

1,484.7 1,294.3 

{87.6} 

1,397.1 1,294.3 

1,398.1 1,295.3 

{1,400.0} (1 ,297.2) 

{1.9} (1.9) 

1.0 1.0 
{2.9} (2.9) 
{1.9} (1.9) 

The accounts on pages 4 to 11 were approved by the board of directors and authorised for 
issue on 29 July 2009 and are signed on its behalf by: 

~ 
Surinder S Toor 
Director 
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Greensands (UK) Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 

1 Accounting policies 

Basis of accounting 

These financial statements are prepared on the going concern basis, under the historical cost 
convention, and in accordance with the Companies Act 1985 and applicable accounting 
standards in the United Kingdom. The principal accounting policies, which have been applied 
consistently throughout the period, are set out below. 

The directors believe that preparing the accounts on the going concern basis is appropriate due 
to the continued financial support of the ultimate parent company Greensands Holdings 
Limited. The directors have received confirmation that Greensands Holdings Limited intend to 
support the Company for at least one year after these financial statements are signed. 

Basis of preparation 

The accounts contain information about Greensands (UK) Limited as an individual company 
and do not contain consolidated financial information as the parent of subsidiary companies. 
The Company is exempt under section 228a of the Companies Act 1985 from the requirement 
to prepare consolidated accounts as it and its subsidiary undertakings are included by full 
consolidation in the publicly available consolidated accounts of the holding company, 
Greensands Holdings Limited. 

Cash flow statement 

The Company is a wholly owned subsidiary company of a group headed by Greensands 
Holdings Limited, and is included in the consolidated accounts of that company, which are 
publicly available. Consequently, the Company has taken advantage of the exemption within 
FRS 1 'Cash flow statements (revised 1996)' "from preparing a cash flow statement. 

Related party disclosure 

The Company has taken advantage of the exemption under paragraph 3(c) from the 
provisions of FRS 8, 'Related party disclosures', on the grounds that it is a wholly owned 
subsidiary of a group headed by Greensands Holdings Limited, whose accounts are publicly 
available "from the address in note 15. 

Investments 

Investments are carried at cost less provision for any impairment in value. The carrying 
values of fixed asset investments are reviewed by the directors for impairment in periods if 
events or changes in circumstances indicate the carrying value may not be recoverable. 

Interest income is accrued on a daily basis. Dividends and other investment income is 
accounted for when it becomes receivable. 
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Greensands (UK) Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

Taxation 

Corporation tax payable is provided on taxable pro'fits at the current rate. 

Financial instruments 

Derivative transactions include interest rate, currency and index-linked swaps. These 
derivatives are entered into for the purpose of matching or eliminating risk from potential 
movements in interest and currency rates and RPI associated with the long term borrowing 
requirements of the Company (see note 11 ). 

Interest rate and currency swaps are used to manage interest rate profiles and mitigate 
exchange risks. When matched with primary financial instruments, the net position is 
measured at the hedge rate and presented within creditors on the balance sheet. Income, 
costs, gains, losses and expenses are recognised within net interest payable in the pro"fit and 
loss account over the life of the instruments. 

Provisions are made for losses, if appropriate, in the event that it is expected that any portion 
of a financial instrument will not be a hedge of the long term borrowing requirements of the 
Company. 

2 Employee information 

The Company has no employees (2008: nil). 

The services of the directors are deemed to be wholly attributable to their services to 
Greensands Holdings Limited. 

The directors received no emoluments during the year in respect of their services to the 
Company. 

3 Interest receivable and similar income 
Year ended Period ended 

31 March 31 March 
2009 2008 

£m £m 

Due from group undertakings 124.5 18.9 

4 Interest payable and similar charges 
Year ended Period ended 

31 March 31 March 
2009 2008 

£m £m 

Due to group undertakings 124.1 18.9 
Debt issue costs 3.2 
Other interest payable 0.4 1.0 

124.5 23.1 
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Greensands (UK) Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

5 Loss on ordinary activities before taxation 

In 2009 and 2008 audit fees were borne by Greensands Holdings Limited. 

6 Tax on loss on ordinary activities 

Current tax: 

UK corporation tax on loss for the period 

Year ended 
31 March 

2009 
£m 

Period ended 
31 March 

2008 
£m 

(1.3) 

The rate of current tax charge on profit on ordinary activities varied from the standard rate of 
corporation tax due to the following factors: 

Current tax 
Loss on ordinary activities before tax 
Current tax 
UK corporation tax rate at standard rate of tax of 28% on 
loss for the year (2008: 30%) 
Current tax (charge} for year 

Year ended 
31 March 

2009 
£m 

No deferred tax arose during the year to 31 March 2009 (2008: nil). 

7 Investments 

At cost & Net book amount: 
At 1 April 2008 and 31 March 2009 

8 

Period ended 
31 March 

2008 
£m 

(4.2) 

(1.3) 

(1.3) 

Shares in 
subsidiary 

undertakings 
£m 

1.0 



Greensands (UK) Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

Subsidiary undertakings 

Company Class No shares % Activity Country of 
of issued at shares incorpor-
share £1 each held ation 
capital 

Greensands Ordinary 1,000,000 100% Holding company UK 
Junior 
Finance 
Limited 

The directors are satisfied that the book value of investments is supported by their 
underlying net assets. 

8 Debtors: amounts falling due within one year 

2009 2008 
£m £m 

Amounts owed by group undertakings 88.9 1.3 

In March 2009 the Company made available to Greensands Junior Finance Limited £87.2m 
of which £35.0m was used. Interest on the £35.0m facility, which is unsecured, is charged 
at 15% per annum. The unutilised element of the facility has subsequently been returned 
after the balance sheet date. 

The remaining balance of debtors, £1.7m, is unsecured, interest free and repayable on 
demand. 

9 Debtors: amounts falling due after one year 

2009 2008 
£m £m 

Amounts owed by group undertakings 1,395.8 1,293.0 

All amounts owed by group undertakings due after one year are unsecured. Interest on 
this balance has accrued at 9.49% for the year ended 31 March 2009. Further, for the 
year ended 31 March 2010 and for 12 months following the approval of these financial 
statements the rate charged has been decided by agreement of the directors of 
Greensands (UK) Limited and Greensands Junior Finance Limited and has been set to 
between 0.00% and 5.93%. The directors have confirmed that they will not call upon this 
balance for 12 months from the date of these financial statements. 
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Greensands (UK) Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

10 Creditors: amounts falling due within one year 
2009 2008 

£m £m 

Accruals 0.4 
Loans and other borrowings (note (i) below) 87.2 

87.6 
Notes 

(i) In March 2009 the Company had made available to it an amount of £87.2m by the 
shareholders of the ultimate parent undertaking, Greensands Holdings Limited. 
The utilised element of the facility of £35.0m is secured against the Company's 
shareholding in Greensands Junior Finance Limited and interest is charged at 
15% per annum. On 16 June 2009 the unutilised element of the facility was 
subsequently returned. 

11 Creditors: amounts falling due after one year 
2009 2008 

£m £m 

Amounts owed to group undertakings (notes (i) below) 1,400.0 1,297.2 

All amounts owed to group undertakings are unsecured. Of this balance, £1,287.1 m 
accrued interest at 10.31% for the year ended 31 March 2009. Further, for the year ended 
31 March 2010 and for 12 months from the date of signing ofthese financtal-statements the 
rate charged has been decided by agreement of the directors of Green sands (UK) Limited 
and Greensands Europe Limited and has been set to between 0.00% and 6.35%. The 
remaining balance of £112.9m is unsecured, interest free and repayable on demand. lt 
has been confirmed that neither of these balances will be called upon for 12 months from 
the date of these financial statements. 

12 Called up share capital 

Authorised: 
1,000,000 ordinary shares of £1 each 

Allotted, called up and fully paid: 
1 ,000,000 ordinary shares (2008: 1,000,000) of £1 each 

13 Profit and loss account 

At 1 April 2008 
Result for the financial year 
At 31 March 2009 

10 

2009 2008 
£m £m 

1.0 1.0 

1.0 1.0 

£m 

(2.9) 

(2.9) 



Greensands (UK) Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

14 Reconciliation in movement ~n shareholders' fumts/deficft 

Loss for the year 
Dividends 
Retained loss for the financial year 
Net proceeds of issue of ordinary share capital (note 
12) 
Opening shareholders' deficit 
Closing shareholders' deficit 

15 Ultimate parent and controlling party 

Year ended 
31 March 

2009 
£m 

(1.9) 
(1.9) 

The immediate parent undertaking is Greensands Europe Limited. 

Period ended 
31 March 

2008 
£m 

(2.9) 

(2.9) 

1.0 
(1.9) 
(1.9) 

The ultimate parent and controlling company is Greensands Holdings Limited, a company 
incorporated in the Jersey. At 31 March 2009, Greensands Holdings Limited directly owned 
100% of the share capital of Greensands (UK) Limited. As at 31 March 2009, the major 
shareholders in Greensands Holdings Limited were a consortium including JPMorgan Asset 
Management, Challenger Infrastructure Fund and UBS. 

Greensands Holdings Limited is the only group company that prepares consolidated 
accounts, which contain the accounts of Greensands (UK) Limited. Copies of Greensands 
Holdings Limited's consolidated accounts may be obtained from the Company Secretary of 
Greensands Holdings Limited, at Whiteley Chambers, Don Street, St. Helier, JE4 9WG. 

16 Post balance sheet event 

Included in debtors falling due within one year as at 31 March 2009 was an amount of 
£87.2m which was made available to Greensands Junior Finance Limited. The utilised 
element of the advance of £35.0m is unsecured and interest is charged at 15% per annum. 
The unutilised element of the facility was returned on 16 June 2009. 

Included in creditors falling due within one year as at 31 March 2009 was an amount of 
£87 .2m which was made available to the Company by the shareholders of the ultimate parent 
undertaking Greensands Holdings Limited. The utilised element of the advance of £35.0m is 
secured against the Company's shareholding in Greensands Junior Finance Limited and 
interest is charged at 15% per annum. 

After the balance sheet date an agreement was entered into with Greensands Europe 
Limited, to which the Company owes a debt of £1,287.1m, to reduce the rate of interest 
payable on this loan from 18% to a maximum of 6.35% for the year ended 31 March 201 0. 

After the balance sheet date an agreement was entered into with Greensands Junior Finance 
Limited, to which the Company is owed a debt of £1 ,395.8m, to reduce the rate of interest 
payable on this loan from 18% to a maximum of 5.93% for the year ended 31 March 2010. 
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Greensands (UK) Limited 

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS {UK) 
_UMITED EORJHE YEAR ENDED 31 MARCH 2009 

We have audited the financial statements of Greensands (UK) Limited for the year ended 31 
March 2009 which comprise the Profit and Loss Account, the Balance Sheet, and the related 
notes. These financial statements have been prepared under the accounting policies set out 
therein. 

Respective responsibilities of directors and auditors 
The directors' responsibilities for preparing the Annual Report and the financial statements in 
accordance with applicable law and United Kingdom Accounting Standards (United Kingdom 
Generally Accepted Accounting Practice) are set out in the Statement of Directors' 
Responsibilities. 

Our responsibility is to audit the financial statements in accordance with relevant legal and 
regulatory requirements and International Standards on Auditing (UK and Ireland). This 
report, including the opinion, has been prepared for and only for the company's members as a 
body in accordance with Section 235 of the Companies Act 1985 and for no other purpose. 
We do not, in giving this opinion, accept or assume responsibility for any other purpose or to 
any other person to whom this report is shown or into whose hands it may come save where 
expressly agreed by our prior consent in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view 
and are properly prepared in accordance with the Companies Act 1985. We also report to you 
whether in our opinion the information given in the Directors' Report is consistent with the 
financial statements. 

In addition we report to you if, in our opinion, the company has not kept proper accounting 
records, if we have not received all the information and explanations we require for our audit, 
or if information specified by law regarding directors' remuneration and other transactions is 
not disclosed. 

We read other information contained in the Annual Report, and consider whether it is 
consistent with the audited financial statements. This other information comprises all of the 
other information listed on the contents page. We consider the implications for our report if we 
become aware of any apparent misstatements or material inconsistencies with the financial 
statements. Our responsibilities do not extend to any other information. 

Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UK and 
Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test 
basis, of evidence relevant to the amounts and disclosures in the financial statements. lt also 
includes an assessment of the significant estimates and judgments made by the directors in 
the preparation of the financial statements, and of whether the accounting policies are 
appropriate to the company's circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations 
which we considered necessary in order to provide us with sufficient evidence to give 
reasonable assurance that the financial statements are free from material misstatement, 
whether caused by fraud or other irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 

12 



Greensands (UK) Limited 

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS (UK} 
_LIMLTED FORIHE YEARENDE0-31-MARCI-l-2009 

Opinion 
In our opinion: 

• the financial statements give a true and fair view, in accordance with United Kingdom 
Generally Accepted Accounting Practice, of the state of the company's affairs as at 31 
March 2009 and of its result for the year then ended; 

• the financial statements have been properly prepared in accordance with the 
Companies Act 1985; and 

• the information given in the Directors' Report is consistent with the financial 
statements. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors 
Gatwick 

3.,1 JLA.lu 
················.~·············2009 
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Greensands Junior Finance Limited  
 

1 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 
 
The directors of Greensands Junior Finance Limited (Registered No. 06335757) present their report and the 
audited accounts for the year ended 31 March 2010. 
 
The report has been prepared in accordance with the special provisions applicable to companies subject to 
the small companies’ regime. 
 
PRINCIPAL ACTIVITIES  
 
The principal activity of the Company continued to be that of an intermediate holding company for the 
subsidiary undertaking disclosed in note 7 to the accounts.  
 
REVIEW OF THE BUSINESS, RESULTS AND DIVIDENDS  
 
The Company acted as a holding Company during the year.   
 
During the year the company received interest of £74.4m (2009: £142.0m) and incurred interest payable of 
£74.4m (2009: £142.0m). 
 
The Company has net assets of £0.1m (2009: £0.1m) comprising largely of its investment in Greensands 
Senior Finance Limited of £1.0m (2009: £1.0m), amounts owing from group undertakings of £1,675.4m 
(2009: £1,621.3m), amounts owed to group undertakings of £1,444.0m (2009: £1,483.0m), other loans of 
£234.9m (2009: £228.7m) and cash of £nil (2009: £87.3m). 
 
In March 2009 the Company had made available to it, by Greensands (UK) Limited, an amount of £87.2m of 
which £35.0m was utilized. Interest on this £35.0m facility was charged at 15% per annum.  On 16 June 
2009 the unutilised element of the facility was returned to Greensands (UK) Limited and the remaining 
balance was fully repaid in full on 7 January 2010. 
 
After the balance sheet date the Company entered into an agreement with Greensands (UK) Limited, to 
which it owes a debt of £1,444.0m to agree the interest rate effective on this facility from 5.85% for the year 
ended 31 March 2010 to 3.57%.  Further, this agreement states that for the year ended 31 March 2011 and 
for the 12 months following the date these accounts are signed the rate effective will be between 0.00% and 
5.77%. 
 
After the balance sheet date the Company entered into an agreement with Greensands Senior Finance 
Limited, to which it is owed a debt of £1,535.5m to agree the interest rate effective on this facility from 5.85% 
for the year ended 31 March 2010 to 5.02%.  Further, this agreement states that for the year ended 31 
March 2011 and for the 12 months following the date these accounts are signed the rate effective will be 
between 0.00% and 6.73%. 
 
The principal risks that the Company is exposed to are the occurrence of events that would result in the 
impairment of either its investment in Greensands Senior Finance Limited or its loans to fellow group 
companies. 
  
The Company generated neither profit or loss during the financial year (2009: £nil). 
 
The directors have not declared a final dividend for the year ended 31 March 2010 (2009: £nil per share). 
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
DIRECTORS 
 
The directors who held office during the year and up to the date of signing the accounts were as follows: 
 
S Bickerton (Resigned 26/10/09) 
K Budinger (Appointed 01/01/10) 
T Buscombe (Alternate Director Appointed 01/01/10)  
A Cunanan (Resigned 31/12/09) 
M Gilligan (Alternate Director Appointed 10/08/09) 
P Moy  
M Nagle (Appointed 13/07/09) 
P Peters (Resigned 12/01/10) 
S Toor (Resigned as Director 13/01/10, reappointed as Alternate Director 13/01/10) 
M Walters (Appointed 13/01/10) 
J Yuen (Resigned as Alternate Director 10/08/09, reappointed as Director 24/08/09) 
J Zibarras (Resigned 13/07/09) 
K Hall  Company secretary 
 
DIRECTORS’ INDEMNITIES 
 
The Company maintains liability insurance for its directors and officers. Following shareholder approval in 
December 2007, the Company has also provided an indemnity for its directors and the secretary, which is a 
qualifying third party indemnity provision for the purposes of the Companies Act 2006. 
 
STATEMENT OF DIRECTORS' RESPONSIBILITIES 
 
The directors are responsible for preparing the Directors’ Report and the financial statements in accordance 
with applicable law and regulations.  
 
Company law requires the directors to prepare financial statements for each financial year. Under that law 
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally 
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).  Under company 
law the directors must not approve the financial statements unless they are satisfied that they give a true and 
fair view of the state of affairs of the company and of the profit or loss of the company for that period.  
 
In preparing those financial statements, the directors are required to: 
 
• select suitable accounting policies and then apply them consistently; 
• make judgements and 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; 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that 

the Company will continue in business. 
 
The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy 
at any time the financial position of the Company and enable them to ensure that the financial statements 
comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the Company 
and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities. 
 
The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the 
United Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions.    
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS 
 
Each of the persons who is a director at the date of approval of this report confirms that: 
 
(1) so far as the director is aware, there is no relevant audit information of which the Company’s auditors are 

unaware; and 
 
(2) he/she has taken all the steps that he/she ought to have taken as a director in order to make 

himself/herself aware of any relevant audit information and to establish that the Company’s auditors are 
aware of that information. 

 
This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the 
Companies Act 2006. 
 
INDEPENDENT AUDITORS 
 
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.  
 
Approved by the Board of Directors and signed on behalf of the Board. 
 
 
 
 
 
K Hall 
Company Secretary 
 
28 July 2010 
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2010 
 
  

 
 
Notes

Year ended  
 31 March 

2010 
£m 

 Year ended  
31 March 

2009 
£m 

    
Administrative expenses  (0.2)  - 
     
Profit on ordinary activities before interest and taxation  (0.2)  - 
     
Interest receivable and similar income 3 74.4  142.0 
Interest payable and similar charges 4 (74.2)  (142.0)
    
Profit on ordinary activities before taxation 5 -  - 
     
Tax on profit on ordinary activities 6 -  - 
     
Profit for the financial year 13 -  - 
 
The above results relate to continuing operations. 
 
The Company has no recognised gains and losses other than those included above for the year and 
therefore no separate statement of total recognised gains and losses has been presented. 
 
There is no difference between the profit on ordinary activities before taxation and the retained loss for the 
years stated above and their historical cost equivalents. 
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BALANCE SHEET AS AT 31 MARCH 2010 
 
  

Notes
2010 

£m 
 2009 

£m 
Fixed assets     
Investments 7 1.0  1.0 
 
Current assets 

    

Debtors: amounts falling due within one year 8 2.6  2.6 
Debtors: amounts falling due after one year 9 1,675.4  1,621.3 
Cash at bank and in hand  -  87.3 
  1,678.0  1,711.2 
     
Creditors: amounts falling due within one year 10 -  (87.6)
     
Net current assets  1,678.0  1,623.6 
     

Total assets less current liabilities  1,679.0  1,624.6 
     
Creditors: amounts falling due after one year 11 (1,678.9)  (1,624.5)
     
Net assets  0.1  0.1 
     
Capital and reserves     
Called up share capital 12 1.0  1.0 
Profit and loss account 13 (0.9)  (0.9)
Total shareholders’ funds 14 0.1  0.1 
 
 
The accounts on pages 4 to 10 were approved by the board of directors and authorised for issue on 28 July 
2010 and are signed on its behalf by: 
 
 
 
 
 
M Walters 
Director 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies 
 
Basis of accounting 
 
These financial statements are prepared on the going concern basis, under the historical cost convention, 
and in accordance with the Companies Act 2006 and applicable accounting standards in the United 
Kingdom.  The principal accounting policies, which have been applied consistently throughout the period, are 
set out below. 
 
Basis of preparation 
 
The accounts contain information about Greensands Junior Finance Limited as an individual company and 
do not contain consolidated financial information as the parent of subsidiary companies. The Company is 
exempt under section 400 of the Companies Act 2006 from the requirement to prepare consolidated 
accounts as it and its subsidiary undertakings are included by full consolidation in the publicly available 
consolidated accounts of the holding company, Greensands Holdings Limited. 
 
Cash flow statement 
 
The Company is a wholly owned subsidiary company of a group headed by Greensands Holdings Limited, 
and is included in the consolidated accounts of that company, which are publicly available. Consequently, 
the Company has taken advantage of the exemption within FRS 1 ‘Cash flow statements (revised 1996)’ 
from preparing a cash flow statement. 
 
Related party disclosure 
 
The Company has taken advantage of the exemption under paragraph 3(c) from the provisions of FRS 8, 
‘Related party disclosures’, on the grounds that it is a wholly owned subsidiary of a group headed by 
Greensands Holdings Limited, whose accounts are publicly available from the address in note 15. 
 
Investments 
 
Investments are carried at cost less provision for any impairment in value.  The carrying values of fixed asset 
investments are reviewed by the directors for impairment in periods if events or changes in circumstances 
indicate the carrying value may not be recoverable. 
 
Interest income is accrued on a daily basis. Dividends and other investment income is accounted for when it 
becomes receivable. 
 
Taxation 
 
Corporation tax payable is provided on taxable profits at the current rate. 
 
Financial instruments 
 
Derivative transactions include interest rate, currency and index-linked swaps.  These derivatives are 
entered into for the purpose of matching or eliminating risk from potential movements in interest and 
currency rates and RPI associated with the long term borrowing requirements of the Company (see note 11). 
  
 
Interest rate and currency swaps are used to manage interest rate profiles and mitigate exchange risks. 
When matched with primary financial instruments, the net position is measured at the hedge rate and 
presented within creditors on the balance sheet. Income, costs, gains, losses and expenses are recognised 
within net interest payable in the profit and loss account over the life of the instruments. 
 
Provisions are made for losses, if appropriate, in the event that it is expected that any portion of a financial 
instrument will not be a hedge of the long term borrowing requirements of the Company. 
 
Greensands Junior Finance Limited does not adopt FRS 26 Financial Instruments: Recognition and 
Measurements. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
2 Employee information  

  
The Company has no employees (2009: none). 
 
The services of the directors are deemed to be wholly attributable to their services to Greensands Holdings 
Limited.   
 
The directors received no emoluments during the year in respect of their services to the Company. 
 
3 Interest receivable and similar income 
 Year ended 

    31 March 
           2010 

£m 

 Year ended 
31 March 

2009 
£m 

    
Receivable from group undertakings 74.4  142.0 
Other interest receivable -  - 
 74.4  142.0 
 
4 Interest payable and similar charges 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

    
Due to group undertakings 55.2  124.5 
Swap payment/(receipts) 1.4  (6.3)
Indexation 5.6  3.4 
Other interest payable 12.0  20.4 
 74.2  142.0 
 
5 Profit on ordinary activities before taxation 

 
In 2010 and 2009 audit fees were borne by Greensands Holdings Limited. 
 
6 Tax on profit on ordinary activities 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

Current tax:    
    
UK corporation tax on profit for the year -  - 
   
The rate of current tax charge on profit on ordinary activities varied from the standard rate of corporation tax 
due to the following factors: 
  Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

Current tax    
Profit on ordinary activities before tax -  - 
Current tax    
UK corporation tax rate at standard rate of tax of 28% on profit for 
the year (2009: 28%) 

-  - 

UK dividends from subsidiary companies -  - 
Current tax charge for year -  - 
 
No deferred tax arose during the year to 31 March 2010 (2009: nil). 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
7 Investments 
  Shares in 

subsidiary 
undertakings 

£m 
At cost & net book amount:    
At 1 April 2009 and 31 March 2010  1.0 
 
Subsidiary undertakings 
 
Company Class of 

share 
capital 

No shares 
issued at 
£1 each 

% shares 
held 

Activity Country of 
incorporation 

Greensands Senior 
Finance Limited 

Ordinary 1,000,000 100% Holding company  UK 

 
 
The directors are satisfied that the book value of investments is supported by their underlying net assets. 
 
8 Debtors: amounts falling due within one year 

 
 

2010 
£m  2009 

£m 
    
Amounts owed by other group undertakings 2.6  2.6 
 
All amounts owed by group undertakings due within one year are unsecured, interest free and repayable 
on demand. 
 
9 Debtors: amounts falling due after one year 

 2010 
£m  2009 

£m 
    
Amounts owed by group undertakings 1,675.4  1,621.3 
 
All amounts owed by group undertakings due after one year are unsecured.  Of this balance, £1,535.5m has 
accrued interest at 5.02% for the year ended 31 March 2010.  Further, for the year ended 31 March 2011 
and for 12 months following the approval of these financial statements the rate charged has been decided by 
agreement of the directors of Greensands Junior Finance Limited and Greensands Senior Finance Limited 
and has been set to between 0.00% and 6.73%.  The remaining balance of £139.9m is unsecured, interest 
free and repayable on demand.  The directors have confirmed that they will not call upon this balance for 12 
months from the date of these financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
10 Creditors: amounts falling due within one year  

 2010 
£m  2009 

£m 
    
Accruals -  0.4 
Amounts owed to group undertakings -  87.2 
 -  87.6 
 
Amounts owed to group undertakings, £87.2m, represents amounts made available to the Company by 
Greensands (UK) Limited of which £35.0m was used and interest on this £35.0m facility was charged at 15% 
per annum.  On 16 June 2009 the unutilised element of the facility was returned to Greensands (UK) Limited 
and the remaining balance was fully repaid on 7 January 2010. 
 
11 Creditors: amounts falling due after one year 
 
 

2010 
£m  2009 

£m 
    
Amounts owed to group undertakings (note (i) below) 1,444.0  1,395.8 
Loans and other borrowings: 

£225.6m 5.845% index linked 2014 (note (ii) below) 
 

238.6   
233.1 

Issue costs of credit facility (3.7)  (4.4)
 1,678.9  1,624.5 
Notes 

(i) All amounts owed to group undertakings are unsecured.  Of this balance, £1,444.0m accrued 
interest at 3.57% for the year ended 31 March 2010.  Further, for the year ended 31 March 2011 
and for 12 months from the date of signing of these financial statements the rate charged has 
been decided by agreement of the directors of Greensands Junior Finance Limited and 
Greensands (UK) Limited and has been set to between 0.00% and 5.77%. 

(ii) The Company has entered into agreements to convert its Loans and other borrowings from a 
variable rate of LIBOR plus 4.25% to an index-linked facility with interest rates of 1.595% plus 
RPI and 4.25%.  This facility is guaranteed under a group Security Agreement.  The agreement 
is over the entire property, assets, rights and undertakings of each of Southern Water Services 
Limited, Southern Water (Finance) Limited, SWS Holdings Limited and SWS Group Holdings 
Limited.  In the case of Southern Water Services Limited, this is to the extent permitted by the 
Water Industry Act 1991 and License. 

(iii) The fair value of the associated swaps as at 31 March 2010 was £85.9m (2009: £92.6).  There 
is no expectation that these losses will be realised within 5 years as the company expect to hold 
these instruments until maturity.  In the event of any repayment of associated debt, the intention 
is to match the liability with a new debt instrument. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
12 Called up share capital 
 2010 

£m 
 2009 

£m 
Authorised:    
1,000,000 ordinary shares of £1 each 1.0  1.0 
    
Allotted, called up and fully paid:    
1,000,000 ordinary share (2009: 1,000,000) of £1 each 1.0  1.0 

 
13 Profit and loss account 
 
        £m 
   
At 1 April 2009  (0.9)
Result for the financial year     - 
At 31 March 2010  (0.9)

 
14 Reconciliation in movement in shareholders’ funds 
 

  

Year ended 
 31 March 

2010 
£m 

 

Year ended 
31 March 

2009 
£m 

      
Profit for the year -  - 
Retained profit for the financial year -  - 
Opening shareholders' funds 0.1  0.1 
Closing shareholders' funds 0.1  0.1 
 

15 Ultimate parent and controlling party 
 
The immediate parent undertaking is Greensands (UK) Limited.  
 
The ultimate parent and controlling company is Greensands Holdings Limited, a company incorporated in the 
Jersey. At 31 March 2010, Greensands Holdings Limited directly owned 100% of the share capital of 
Greensands (UK) Limited. As at 31 March 2010, the major shareholders in Greensands Holdings Limited 
were a consortium including IIF International SW UK Investments Limited (advised by JP Morgan 
Investments Inc.) and The Northern Trust Company. 
 
Greensands Holdings Limited is the only group company that prepares consolidated accounts, which contain 
the accounts of Greensands Junior Finance Limited. Copies of Greensands Holdings Limited’s consolidated 
accounts may be obtained from the Company Secretary of Greensands Holdings Limited, at Southern 
House, Yeoman Road, Worthing, BN13 3NX. 
 
16 Post balance sheet events 
 
After the balance sheet date an agreement was entered into with Greensands (UK) Limited, to which the 
Company owes a debt of £1,444.0m, to reduce the rate of interest payable on this loan from 18% to a 
maximum of 5.77% for the year ended 31 March 2011. 
 
After the balance sheet date an agreement was entered into with Greensands Senior Finance Limited, to 
which the Company is owed a debt of £1,535.5m, to reduce the rate of interest payable on this loan from 
18% to a maximum of 6.73% for the year ended 31 March 2011. 
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF GREENSANDS JUNIOR FINANCE 
LIMITED FOR THE YEAR ENDED 31 MARCH 2010 
 
We have audited the financial statements of Greensands Junior Finance Limited for the year ended 31 
March 2010 which comprise the Profit and Loss Account, the Balance Sheet and the related notes. The 
financial reporting framework that has been applied in their preparation is applicable law and United 
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).  
 
Respective responsibilities of directors and auditors 
As explained more fully in the Directors’ Responsibilities Statement the directors are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view. Our 
responsibility is to audit the financial statements in accordance with applicable law and International 
Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices 
Board’s Ethical Standards for Auditors. 
 
This report, including the opinions, has been prepared for and only for the company’s members as a body in 
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.  We do not, in 
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom 
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in 
writing. 
 
Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 
to give reasonable assurance that the financial statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to 
the company’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the directors; and the overall presentation of the 
financial statements.  
 
In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we 
have not received all the information and explanations we require for our audit, or if information specified by 
law regarding directors’ remuneration and other transactions is not disclosed. 
 
Opinion on financial statements 
In our opinion the financial statements: 
- give a true and fair view of the state of the company’s affairs as at 31 March 2010 and of its result for the 

year then ended; 
- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 

Practice; and 
- have been prepared in accordance with the requirements of the Companies Act 2006. 
 
Opinion on other matter prescribed by the Companies Act 2006 
In our opinion the information given in the Directors’ Report for the financial year for which the financial 
statements are prepared is consistent with the financial statements.  
 
Matters on which we are required to report by exception 
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to 
report to you if, in our opinion:  
- adequate accounting records have not been kept, or returns adequate for our audit have not been 

received from branches not visited by us; or 
- the financial statements are not in agreement with the accounting records and returns; or 
- certain disclosures of directors’ remuneration specified by law are not made; or 
- we have not received all the information and explanations we require for our audit. 
 
 
 
 
 
 
Graham Lambert (Senior Statutory Auditor) 
For and on behalf of PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
Gatwick 
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Greensands Junior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 

The directors present their report and the audited accounts for the year ended 31 March 
2009. 

The report has been prepared in accordance with the special provisions of Part VII of the 
Companies Act 1985 relating to small companies. 

PRINCIPAL ACTIVITIES 

The principal activity of the Company continued to be that of an intermediate holding company 
for the subsidiary undertaking disclosed in note 8 to the accounts. 

REVIEW OF THE BUSINESS 

The Company acted as a holding Company during the year. The prior period ran from 7 
August 2007 to 31 March 2008. 

The Company received dividends of £nil (2008: £5.2m) from its investment in Greensands 
Senior Finance Limited, interest receivable of £142.0m (2008: £27 .Om) and interest payable 
of £142.0m (2008: £35.7m). 

The Company has net assets of £0.1 m (2008: £0.1 m) comprising largely of its investment in 
Greensands Senior Finance Limited of £1.0m (2008: £1.0m), amounts owing from group 
undertakings of £1 ,621.3m (2008: £1 ,513.9m), amounts owed to group undertakings of 
£1 ,483.0m (2008: £1 ,293.0m), other loans of £228.7m (2008: £224.5m) and cash of £87.3m 
(2008: £0.1 m). 

In March 2009 the Company had made available to it, by Greensands (UK) Limited, an 
amount of £87 .2m of which £35.0m was used and interest on this £35.0m facility is charged 
at 15% per annum. The facility is unsecured and repayable on demand provided the 
repayment would not cause Greensands Junior Finance Limited to become insolvent. On 
16 June 2009 the unutilised element of the facility was returned to Greensands (UK) 
Limited. 

After the balance sheet date the Company entered into an agreement with Greensands (UK) 
Limited, to which it owes a debt of £1 ,395.8m to agree the interest rate effective on this 
facility from 6.70% for the year ended 31 March 2009 to 9.49%. Further, this agreement 
states that for the year ended 31 March 201 0 and for the 12 months following the date these 
accounts are signed the rate effective will be between 0.00% and 5.93%. 

After the balance sheet date the Company entered into an agreement with Greensands 
Senior Finance Limited, to which it is owed a debt of £1 ,476.2m to agree the interest rate 
effective on this facility from 8.00% for the year ended 31 March 2009 to 6.80%. Further, this 
agreement states that for the year ended 31 March 201 0 and for the 12 months following the 
date these accounts are signed the rate effective will be between 0.00% and 6.85%. 

The principal risks that the Company is exposed to are the occurrence of events that would 
result in the impairment of either its investment in Greensands Senior Finance Limited or its 
loans to fellow group companies. 

RESULTS AND DIVIDENDS 

The Company generated no profit or loss during the financial year (2008: loss of £0.9m). 
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Greensands Junior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

The directors have not declared a final dividend for the year ended 31 March 2009 (2008: £nil 
per share). 

DIRECTORS 

The directors who held office during the year and up to the date of signing the accounts were 
as follows: 

S Bickerton 
A Cunanan 
VGilles 
P Moy 
P Peters 
J Zibarras 
M Nagle 
S Toor 
J Yuen 
KHall 

(Resigned 17 November 2008) 

(Resigned 13 July 2009) 
(Appointed 13 July 2009) 
(Appointed 18 December 2008) 
Alternate Director (Appointed 17 November 2008) 
Company secretary 

DIRECTORS' INDEMNITIES 

The Company maintains liability insurance for its directors and officers. Following shareholder 
approval in December 2007, the Company has also provided an indemnity for its directors 
and the secretary, which is a qualifying third party indemnity provision for the purposes of the 
Companies Act 1985. 

STATEMENT OF DIRECTORS' RESPONSIBILITIES 

The directors are responsible for preparing the financial statements in accordance with 
applicable law and regulations. 

Company law requires the directors to prepare financial statements for each financial year. 
Under that law the directors have elected to prepare the financial statements in accordance 
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting 
Standards and applicable law). The financial statements are required by law to give a true 
and fair view of the state of affairs of the Company and of the profit or loss of the Company for 
that year. 

In preparing those financial statements, the directors are required to: 

• select suitable accounting policies and then apply them consistently; 
• make judgements and estimates that are reasonable and prudent; 
• prepare the financial statements on the going concern basis unless it is inappropriate 

to presume that the Company will continue in business, in which case there should be 
supporting assumptions or qualifications as necessary. 

The directors confirm that they have complied with the above requirements in preparing the 
financial statements. 

2 



Greensands Junior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

The directors have not declared a final dividend for the year ended 31 March 2009 (2008: £nil 
per share). 

DIRECTORS 

The directors who held office during the year and up to the date of signing the accounts were 
as follows: 

S Bickerton 
A Cunanan 
V Gilles 
PMoy 
P Peters 
J Zibarras 
M Nagle 
s roor 
J Yuen 
KHall 

(Resigned 17 November 2008) 

(Resigned 13 July 2009) 
(Appointed 13 July 2009) 
(Appointed 18 December 2008) 
(Appointed 17 November 2008) 
Company secretary 

DIRECTORS' INDEMNITIES 

The Company maintains liability insurance for its directors and officers. Following shareholder 
approval in December 2007, the Company has also provided an indemnity for its directors 
and the secretary, which is a qualifying third party indemnity provision for the purposes of the 
Companies Act 1985. 

STATEMENT OF DIRECTORS' RESPONSIBILITIES 

The directors are responsible for preparing the financial statements in accordance with 
applicable law and regulations. 

Company law requires the directors to prepare financial statements for each financial year. 
Under that law the directors have elected to prepare the financial statements in accordance 
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting 
Standards and applicable law). The financial statements are required by law to give a true 
and fair view of the state of affairs of the Company and of the profit or loss of the Company for 
that year. 

In preparing those financial statements, the directors are required to: 

• select suitable accounting policies and then apply them consistently; 
• make judgements and estimates that are reasonable and prudent; 
• prepare the financial statements on the going concern basis unless it is inappropriate 

to presume that the Company will continue in business, in which case there should be 
supporting assumptions or qualifications as necessary. 

The directors confirm that they have complied with the above requirements in preparing the 
financial statements. 
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Greensands Junior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

The directors are responsible for keeping proper accounting records that disclose with 
reasonable accuracy at any time the financi;al po§ltion Qf_the C_Qmpaoy andenableJhem _ _to 
ensure-thaffhe financiaTstatememts comply with the Companies Act 1985. They are also 
responsible for safeguarding the assets of the Company and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities. 

STATEMENT OF PROVISION OF INFORMATION TO AUDITORS 

Each of the persons who is a director at the date of approval of this report confirms that: 

(1) so far as the director is aware, there is no relevant audit information of which the 
Company's auditors are unaware; and 

(2) each director has taken all the steps that he ought to have taken as a director in order to 
make himself aware of any relevant audit information and to establish that the Company's 
auditors are aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions of 
s234ZA of the Companies Act 1985. 

AUDITORS 

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in 
office and a resolution concerning their reappointment will be proposed at the Annual General 
Meeting. 

Approved by the board of directors and signed by order of the board. 

K~~ 
Company Secretary 

29 July 2009 
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Greensands Junior Finance Limited 

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2009 

Income from shares in group undertakings 

Profit on ordinary activities before interest and 
taxation 

Interest receivable and similar income 
Interest payable and similar charges 

Loss on ordinary activities before taxation 

Tax on profit on ordinary activities 

Loss for the financial year 

The above results relate to continuing operations. 

Year 
Notes ende_d 31 

3 

4 
5 

6 

7 

15 

March 
2009 

£m 

142.0 
{142.0) 

Period 
ended 31 

March 
2008 

£m 

5.2 

5.2 

27.0 
(35.7) 

(3.5) 

2.6 

(0.9) 

The Company has no recognised gains and losses other than those included above for the 
year and therefore no separate statement of total recognised gains and losses has been 
presented. 

There is no difference between the loss on ordinary activities before taxation and the retained 
loss for the years stated above and their historical cost equivalents. 
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Greensands Junior Finance Limited 

BALANCE SHEET AS AT 31 MARCH 2009 

2009 2008 
Notes £_m £m 

Fixed assets 
Investments 8 1.0 1.0 

Current assets 
Debtors: amounts falling due within one year 9 2.6 2.6 
Debtors: amounts falling due after one year 10 1,621.3 1,513.9 
Cash at bank and in hand 87.3 0.1 

1,711.2 1,516.6 

Creditors: amounts falling due within one year 11 (87.6) 

Net current assets 1,623.6 1,516.6 

Total assets less current liabilities 1,624.6 1,517.6 

Creditors: amounts falling due after one year 12 (1 ,624.5) (1 ,517.5) 

Net assets 0.1 0.1 

Capital and reserves 
Called up share. capital 13 1.0 1.0 
Profit and loss account 14 {0.9} (0.9) 
Total shareholders' funds 15 0.1 0.1 

The accounts on pages 4 to 12 were approved by the board of directors and authorised for 
issue on 29 July 2009 and are signed on its behalf by: 

~~ 
Phillip Peters 
Director 
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Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 

1 Accounting policies 

---

Basis of accounting 

These financial statements are prepared on the going concern basis, under the historical cost 
convention, and in accordance with the Companies Act 1985 and applicable accounting 
standards in the United Kingdom. The principal accounting policies, which have been applied 
consistently throughout the period, are set out below. 

Basis of preparation 

The accounts contain information about Green sands Junior Finance Limited as an individual 
company and do not contain consolidated financial information as the parent of subsidiary 
companies. The Company is exempt under section 228a of the Companies Act 1985 from the 
requirement to prepare consolidated accounts as it and its subsidiary undertakings are 
included by full consolidation in the publicly available consolidated accounts of the holding 
company, Greensands Holdings Limited. 

Cash flow statement 

The Company is a wholly owned subsidiary company of a group headed by Greensands 
Holdings Limited, and is included in the consolidated accounts of that company, which are 
publicly available. Consequently, the Company has taken advantage of the exemption within 
FRS 1 'Cash flow statements (revised 1996)' from preparing a cash flow statement. 

Related party disclosure 

The Company has taken advantage of the exemption under paragraph 3(c) from the 
provisions of FRS 8, 'Related party disclosures', on the grounds that it is a wholly owned 
subsidiary of a group headed by Greensands Holdings Limited, whose accounts are publicly 
available from the address in note 16. 

Investments 

Investments are carried at cost less provision for any impairment in value. The carrying 
values of fixed asset investments are reviewed by the directors for impairment in periods if 
events or changes in circumstances indicate the carrying value may not be recoverable. 

Interest income is accrued on a daily basis. Dividends and other investment income is 
accounted for when it becomes receivable. 
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Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

Taxation 

Corporation tax payable is provided on taxable profits at the current rate. 

Financial instruments 

Derivative transactions include interest rate, currency and index-linked swaps. These 
derivatives are entered into for the purpose of matching or eliminating risk from potential 
movements in interest and currency rates and RPI associated with the long term borrowing 
requirements of the Company (see note 12). 

Interest rate and currency swaps are used to manage interest rate profiles and mitigate 
exchange risks. When matched with primary financial instruments, the net position is 
measured at the hedge rate and presented within creditors on the balance sheet. Income, 
costs, gains, losses and expenses are recognised within net interest payable in the profit and 
loss account over the life of the instruments. 

Provisions are made for losses, if appropriate, in the event that it is expected that any portion 
of a financial instrument will not be a hedge of the long term borrowing requirements of the 
Company. 

2 Employee information 

The Company has no employees (2008: none). 

The services of the directors are deemed to be wholly attributable to their services to 
Greensands Holdings Limited. 

The directors received no emoluments during the year in respect of their services to the 
Company. 

3 Income from shares in group undertakings 
Year ended Period ended 

31 March 31 March 
2009 2008 

£m £m 

Income from shares in group undertakings 5.2 

4 Interest receivable and similar income 
Year ended Period ended 

31 March 31 March 
2009 2008 

£m £m 

Receivable from group undertakings 142.0 26.9 
Other interest receivable 0.1 

142.0 27.0 
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Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

5 Interest payable and similar charges 

Due to group undertakings 
Swap receipts 
Indexation 
Other interest payable 

6 Profit on ordinary activities before taxation 

Year ended 
31 March 

2009 
£m 

124.5 
(6.3) 

3.4 
20.4 

142.0 

In 2009 and 2008 audit fees were borne by Greensands Holdings Limited. 

7 Tax on profit on ordinary activities 

Current tax: 

UK corporation tax on loss for the year 

Year ended 
31 March 

2009 
£m 

Periodended 
31 March 

2008 
£m 

18.9 

16.8 
35.7 

Period ended 
31 March 

2008 
£m 

(2.6) 

The rate of current tax charge on loss on ordinary activities varied from the standard rate of 
corporation tax due to the following factors: 

Current tax 
Loss on ordinary activities before tax 
Current tax 
UK corporation tax rate at standard rate of tax of 28% on 
loss for the year (2008: 30%) 
UK dividends from subsidiary companies 
Current tax charge for year 

Year ended 
31 March 

2009 
£m 

No deferred tax arose during the year to 31 March 2009 (2008: nil). 

8 

Period ended 
31 March 

2008 
£m 

(3.5) 

(1.0) 

(1.6) 
(2.6) 



Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

8 Investments 

At cost & Net book amount: 
At 1 April 2008 and 31 March 2009 

Subsidiary undertakings 

Company Class No 
of shares 
share issued at 
capital £1 each 

Greensands Ordinary 1,000,000 
Senior 
Finance 
Limited 

% 
shares 
held 

100% 

Activity 

Shares in 
subsidiary 

undertakings 
£m 

Country of 
incorpor
ation 

1.0 

Holding company UK 

The directors are satisfied that the book value of investments is supported by their 
underlying net assets. 

9 Debtors: amounts falling due within one year 

2009 2008 
£m £m 

Amounts owed by other group undertakings 2.6 2.6 

All amounts owed by group undertakings due within one year are unsecured, interest free 
and repayable on demand. 
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Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

10 Debtors: amounts falling due after one year 

20()9 2008 
£m £m 

Amounts owed by group undertakings 1,621.3 1,513.9 

All amounts owed by group undertakings due after one year are unsecured. Of this 
balance, £1 ,476.2m has accrued interest at 9.94% for the year ended 31 March 2009. 
Further, for the year ended 31 March 2010 and for 12 months following the approval of 
these financial statements the rate charged has been decided by agreement of the 
directors of Greensands Junior Finance Limited and Greensands Senior Finance Limited 
and has been set to between 0.00% and 6.85%. The remaining balance of £145.1 m is 
unsecured, interest free and repayable on demand. The directors have confirmed that 
they will not call upon this balance for 12 months from the date of these financial 
statements. 

11 Creditors: amounts falling due within one year 
2009 2008 

£m £m 

Accruals 
Amounts owed to group undertakings 

0.4 
87.2 
87.6 

Amounts owed to group undertakings, £87.2m, represents amounts made available to the 
Company by Greensands (UK) Limited of which £35.0m was used and interest on this 
£35.0m facility is charged at 15% per annum. The facility is unsecured and repayable on 
demand provided the repayment would not cause Greensands Junior Finance Limited to 
become insolvent. On 16 June 2009 the unutilised element of the facility was returned to 
Greensands (UK) Limited. 

12 Creditors: amounts falling due after one year 
2009 2008 

£m £m 

Amounts owed to group undertakings (note (i) below) 
Loans and other borrowings: 

1,395.8 1,293.0 

£225.6m 5.845% index linked 2014 (note (ii) below) 
Issue costs of credit facility 

233.1 
(4.4) 

229.7 
(5.2) 

1,624.5 1,517.5 

Notes 
(i) All amounts owed to group undertakings are unsecured. Of this balance, 

£1 ,395.8m accrued interest at 9.49% for the year ended 31 March 2009. 
Further, for the year ended 31 March 2010 and for 12 months from the date of 
signing of these financial statements the rate charged has been decided by 
agreement of the directors of Green sands Junior Finance Limited and 
Greensands (UK) Limited and has been set to between 0.00% and 5.93%. 
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Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 {continued) 

(ii) The Company has entered into agreements to convert its Loans and other 
borrowings from a variable rate of LlBQR plu§-4.~5% tg_an index-lin~ed facility 

········with interest rates of 1.595°7o-plus RPI and 4.25%. This facility is guaranteed 
under a group Security Agreement. The agreement is over the entire property, 
assets, rights and undertakings of each of Southern Water Services Limited, 
Southern Water (Finance) Limited, SWS Holdings Limited and SWS Group 
Holdings Limited. In the case of Southern Water Services Limited, this is to the 
extent permitted by the Water Industry Act 1991 and License. 

(iii) The fair value of the associated swaps as at 31 March 2009 was £92.6m. 
There is no expectation that these losses will be realised within 5 years as the 
company expect to hold these instruments until maturity. In the event of any 
repayment of associated debt, the intention is to match the liability with a new 
debt instrument. 

13 Called up share capital 
2009 

£m 
2008 

£m 
Authorised: 
1,000,000 ordinary shares of £1 each 

Allotted, called up and fully paid: 
1,000,000 ordinary share (2008: 1 ,000,000) of £1 each 

14 Profit and loss account 

At 1 April 2008 
Retained profit 
At 31 March 2009 

15 Reconciliation in movement in shareholders' funds 

Loss for the year 
Retained loss for the financial year 
Net proceeds of issue of ordinary share capital (note 13) 
Net movement of shareholders' funds 
Opening shareholders' funds 
Closing shareholders' funds 

11 

1.0 

1.0 

Year ended 
31 March 

2009 
£m 

0.1 
0.1 

1.0 

1.0 

£m 

{0.9) 

{0.9) 

Period ended 
31 March 

2008 
£m 

(0.9) 
(0.9) 

1.0 
0.1 

0.1 



Greensands Junior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

16 Ultimate parent and controlling party 

The immediate parent undertaking is Greensands (UK) Limited. 

The ultimate parent and controlling company is Greensands Holdings Limited, a company 
incorporated in the Jersey. At 31 March 2009, Green sands Holdings Limited directly owned 
100% of the share capital of Greensands (UK) Limited. As at 31 March 2009, the major 
shareholders in Greensands Holdings Limited were a consortium including JPMorgan Asset 
Management, Challenger Infrastructure Fund and UBS. 

Greensands Holdings Limited is the only group company that prepares consolidated 
accounts, which contain the accounts of Greensands Junior Finance Limited. Copies of 
Greensands Holdings Limited's consolidated accounts may be obtained from the Company 
Secretary of Greensands Holdings Limited, at Whiteley Chambers, Don Street, St. Helier, JE4 
9WG. 

17 Post balance sheet events 

Included in creditors falling due within one year as at 31 March 2009 was an amount of 
£87.2m which was made available to the Company by Green sands (UK) Limited. The utilised 
element of the advance of £35.0m is unsecured and interest is charged at 15% per annum. 
The unutilised element of the facility was returned on 16 June 2009. 

After the balance sheet date an agreement was entered into with Greensands (UK) Limited, to 
which the Company owes a debt of £1 ,395.8m, to reduce the rate of interest payable on this 
loan from 18% to a maximum of 5.93% for the year ended 31 March 2010. 

After the balance sheet date an agreement was entered into with Greensands Senior Finance 
Limited, to which the Company is owed a debt of £1 ,476.2m, to reduce the rate of interest 
payable on this loan from 18% to a maximum of 6.85% for the year ended 31 March 201 0. 
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Greensands Junior Finance Limited 

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS JUNIOR 
FINANCE LIMITED FOR THE YEAR ENDED 31 MARCH 2009 

We have audited the financial statements of_<:,3[eensaQ_ds Jt.JniQr Fin_cmc::e Limited for_th_e year 
encfed-31 Ma-rch 2069which-compris-e the Profit and Loss Account, the Balance Sheet, and 
the related notes. These financial statements have been prepared under the accounting 
policies set out therein. 

Respective responsibilities of directors and auditors 
The directors' responsibilities for preparing the Annual Report and the financial statements in 
accordance with applicable law and United Kingdom Accounting Standards (United Kingdom 
Generally Accepted Accounting Practice) are set out in the Statement of Directors' 
Responsibilities. 

Our responsibility is to audit the financial statements in accordance with relevant legal and 
regulatory requirements and International Standards on Auditing (UK and Ireland). This 
report, including the opinion, has been prepared for and only for the company's members as a 
body in accordance with Section 235 of the Companies Act 1985 and for no other purpose. 
We do not, in giving this opinion, accept or assume responsibility for any other purpose or to 
any other person to whom this report is shown or into whose hands it may come save where 
expressly agreed by our prior consent in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view 
and are properly prepared in accordance with the Companies Act 1985. We also report to you 
whether in our opinion the information given in the Directors' Report is consistent with the 
financial statements. 

In addition we report to you if, in our opinion, the company has not kept proper accounting 
records, if we have not received all the information and explanations we require for our audit, 
or if information specified by law regarding directors' remuneration and other transactions is 
not disclosed. 

We read other information contained in the Annual Report, and consider whether it is 
consistent with the audited financial statements. This other information comprises all of the 
other information listed on the contents page. We consider the implications for our report if we 
become aware of any apparent misstatements or material inconsistencies with the financial 
statements. Our responsibilities do not extend to any other information. 

Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UK and 
Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test 
basis, of evidence relevant to the amounts and disclosures in the financial statements.ltalso 
includes an assessment of the significant estimates and judgments made by the directors in 
the preparation of the financial statements, and of whether the accounting policies are 
appropriate to the company's circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations 
which we considered necessary in order to provide us with sufficient evidence to give 
reasonable assurance that the financial statements are free from material misstatement, 
whether caused by fraud or other irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 
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Greensands Junior Finance Limited 

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS JUNIOR 
FINANCE LIMITED FOR THE YEAR ENDED 31 MARCH 2009 

Opinion 
.... In oiiropinion: 

• the financial statements give a true and fair view, in accordance with United Kingdom 
Generally Accepted Accounting Practice, of the state of the company's affairs as at 31 
March 2009 and of its result for the year then ended; 

• the financial statements have been properly prepared in accordance with the 
Companies Act 1985; and 

• the information given in the Directors' Report is consistent with the financial 
statements. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors 
Gatwick 

--~~ ..... ).~ ............. 2009 
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GREENSANDS JUNIOR FINANCE LIMITED 
PART 3 

SEPTEMBER 2010 INTERIM UNAUDITED CONSOLIDATED FINANCIAL 
STATEMENTS 



Interim Consolidated Accounts (un-audited) for Greensands Junior Finance Ltd

For the six months ended 30 September 2010
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Important notice

Format and basis of consolidation

FRS 17

Please note that these Interim Accounts have not been reviewed by the company’s auditors

The pension deficit shown at 30 September 2010 and 30 September 2009 are based on the valuations at 31 March 2010 and 31 March 2009 respectively updated by
actuaries reflecting market yields and asset values. This is not a formal interim valuation of the scheme assets and liabilities, however an assessment of the actuarial losses
has been made and shown in the STRGL. Actuarial gains and losses for the whole year and the surplus/deficit at the end of the year will be presented in the annual financial
statements.

This report should not be relied on as a guide to future performance, and should not be relied on in deciding whether to undertake investment in the company. It should be
noted that the information in this report has not been reviewed by the company's auditors.

The abridged accounts contained within this report represent the consolidation of Greensands Junior Finance Ltd and its subsidiaries. These accounts are presented in
fulfilment of the Junior Holdco Finance document, and as such are not presented in full Companies Act format.
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Interim Accounts

Contents Page

Profit and loss account and STRGL 4

Balance sheet 5

Cash flow 6

Please note that these Interim Accounts have not been reviewed by the company’s auditors
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Greensands Junior Finance Limited
Six months to 30 September 2010

Consolidated Profit & Loss Account 2010 2009
Unaudited Unaudited 

£m £m

Turnover 342.9           345.2          
Cost of sales (83.8) (77.6)

Gross profit 259.1           267.6          

Administrative expenses  (136.1) (122.3)

Other operating income 0.4              0.4              

Operating profit and profit on ordinary activities before interest and taxation 123.4           145.7          

Profit on disposal of fixed assets 0.1              0.8              

Net interest and similar charges (130.0) (120.9)

Profit on ordinary activities before taxation (6.5) 25.6            

Tax on profit on ordinary activities (10.4) (7.2)

Profit on ordinary activities after taxation (16.9) 18.4            

Dividends -              -             

Retained profit for the financial year (16.9) 18.4         

Consolidated statement of total recognised gains and losses 2010 2009
Unaudited Unaudited 

£m £m
Profit on ordinary activities after taxation (16.9) 18.4            
Dividends paid to equity shareholders -              -             
Actuarial gain/(loss) recognised in the pension fund 1.8              44.2            
Movement on deferred tax relating to pension deficit (1.6) (12.4)

Total recognised losses for the year (16.7) 50.2         
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Greensands Junior Finance Limited
Six months to 30 September 2010

2010 2009
Consolidated Balance Sheet Unaudited Unaudited 

£m £m
Fixed Assets
Intangible assets – Goodwill 107.2           113.5          
Tangible assets 5,010.4        4,901.6       
Investments 15.0            15.0            

5,132.6        5,030.1       
Current assets
Stocks 1.3              1.6              
Debtors: amounts falling due within one year 272.6           240.6          

Debtors: amounts falling due after one year 78.1            78.1            

Cash at bank and in hand 364.2           464.2          
716.2           784.5          

Creditors: amounts falling due within one year (212.8) (188.5)
Net current assets 503.4           596.0          

Total assets less current liabilities 5,636.0      5,626.1     

Creditors: amounts falling due after one year (5,235.3) (5,190.2)

Provision for liabilities and charges (367.1) (344.8)

Grants and contributions (49.7) (51.4)

Net assets excluding pension deficit (16.1) 39.7            

Pension deficit (65.7) (51.2)

Net assets including pension deficit (81.9) (11.5)

Capital and reserves
Called up share capital 1.0              1.0              
Profit and loss account (82.9) (12.5)
Total shareholder’s funds (81.9) (11.5)
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Greensands Junior Finance Limited
Six months to 30 September 2010

Consolidated cash flow statement 2010 2009
Unaudited Unaudited 

£m £m

Net cash inflow from operating activities 233.9           195.1          

Returns on investments and servicing of finance
Interest paid (37.1) (46.1)
Interest received 1.8              3.1              
Net cash outflow from returns on investments and servicing of finance (35.3) (43.0)

Capital expenditure and financial investment
Purchase of tangible fixed assets (191.9) (118.5)
Sale of tangible fixed assets 0.1              2.3              
Receipt of grants and contributions 3.5              4.5              
Net cash outflow for capital expenditure and financial investment (188.4) (111.6)

Financing
Issue costs of new loans (0.1) (0.7)
Swap break receipt -              11.5            
Repayment of borrowings -              (138.5)
Issue of long term loans (0.0) 47.7            
Net case outflow from financing (0.1) (80.1)

Increase in net cash 10.1         (39.6)

Reconciliation to net debt
Net debt at 1 April 2008 (3,375.4) (3,294.9)
Increase/(decrease) in net cash 10.1            (39.6)
Movement in borrowings 0.1              88.5            
Swap break receipt -              (10.7)
Non-cash items (24.1) 3.0              
Net debt at end of year (3,389.3) (3,253.7)
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Greensands Junior Finance Limited
Six months to 30 September 2010

2010 2009
Notes to the consolidated cash flow statement Unaudited Unaudited 

£m £m

Operating profit and profit on ordinary activities before interest and taxation 123.4           145.7          
Depreciation charge 108.0           98.5            
Amortisation of goodwill 3.2              3.2              
Amortisation of grants and contributions (1.3) (1.1)
Decrease in pension prov (0.0) (0.3)
Decrease in environmental provision (0.0) (0.6)
Decrease in stocks (0.1) 0.0              
Increase in debtors 3.8              (1.1)
Decrease in creditors (3.1) (49.0)
Total net cash inflow from operating activities 233.9       195.1       

Analysis of Consolidated Net Debt at Greensands Junior Finance Limited: At 1 April
2010 

 Cash flows  Other non-
cash 

At 30 Sep 
2010 

 £m  £m  £m  £m 

Cash           354.0                10.1                   -               364.1 
Bank overdraft                 -                      -                     -                    -   

          354.0                10.1                   -               364.1 
Debt due within one year (7.0)                    -                     -   (7.0)
Debt due after one year (3,722.4)                  0.1 (24.1) (3,746.5)
Net Debt (3,375.4)                10.2 (24.1) (3,389.3)

At 1 April 
2009 

 Cash flows  Other non-
cash 

At 30 Sep 
2009 

 £m  £m  £m  £m 

Cash           503.8 (39.6)                   -               464.2 
Bank overdraft                 -                      -                     -                    -   

          503.8 (39.6)                   -               464.2 
Debt due within one year (145.4)              138.5 (0.3) (7.1)
Debt due after one year (3,653.3) (60.7)                 3.2 (3,710.8)
Net Debt (3,294.9)                38.2                 3.0 (3,253.7)
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Greensands Senior Finance Limited  
 

1 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 
 
The directors of Greensands Senior Finance Limited (Registered No. 06335773) present  their report and the 
audited accounts for the year ended 31 March 2010. 
 
The report has been prepared in accordance with the provisions applicable to companies subject to the small 
companies’ regime. 
 
PRINCIPAL ACTIVITIES  
 
The principal activity of the Company continued to be that of an intermediate holding company for the 
subsidiary undertaking disclosed in note 9 to the accounts.  
 
REVIEW OF THE BUSINESS, RESULTS AND DIVIDENDS  
 
The Company acted as a holding Company during the year.   
 
The Company received no dividends  (2009: £nil) from its subsidiary Greensands Investments Limited, made 
payments of interest of £88.6m (2009: £153.9m) and received interest of £88.6m (2009: £153.9m).  
 
The Company has net assets of £2.0m (2009: £2.0m) comprising largely of its investment in Greensands 
Investments Limited of £1.0m (2009: 1.0m), loans to other group undertakings of £1,761.5m (2009: 
£1,696.4m), loans from other group undertakings of £1,535.5m (2009: £1,476.2m) and a loan of £225.7m 
(2009: £219.7m). 
 
After the balance sheet date the Company entered into an agreement with Greensands Junior Finance 
Limited, to which it owes a debt of £1,535.5m to agree the interest rate effective on this facility from 5.85% 
for the year ended 31 March 2010 to 5.02%.  Further, this agreement states that for the year ended 31 
March 2011and for the 12 months following the date these accounts are signed the rate effective will be 
between 0.00% and 6.73%. 
 
After the balance sheet date the Company entered into an agreement with Greensands Investments Limited, 
to which it is owed a debt of £1,761.5m to agree the interest rate effective on this facility from 5.80% for the 
year ended 31 March 2010 to 5.21%.  Further, this agreement states that for the year ended 31 March 2011 
and for the 12 months following the date these accounts are signed the rate effective will be between 0.00% 
and 6.81%. 
 
The principal risks that the Company is exposed to is the occurrence of events that would result in an 
impairment to the value of its investment in Greensands Investments Limited and the recoverability of its 
inter company debt. 
 
The Company generated neither profit or loss during the financial year (2009: £nil). 
 
There were no dividends charged in the accounts in the year (2009: £nil). 
 
The directors have not declared a final dividend for the year ended 31 March 2010 (2009: £nil per share).  
For further detail on dividends see note 6. 
 



Greensands Senior Finance Limited 
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
DIRECTORS 
 
The directors who held office during the year and up to the date of signing the accounts were as follows: 
 
S Bickerton (Resigned 26/10/09) 
K Budinger (Appointed 01/01/10) 
T Buscombe (Alternate Director Appointed 01/01/10)  
A Cunanan (Resigned 31/12/09) 
M Gilligan (Alternate Director Appointed 10/08/09) 
P Moy  
M Nagle (Appointed 13/07/09) 
P Peters (Resigned 12/01/10) 
S Toor (Resigned as Director 13/01/10, reappointed as Alternate Director 13/01/10) 
M Walters (Appointed 13/01/10) 
J Yuen (Resigned as Alternate Director 10/08/09, reappointed as Director 24/08/09) 
J Zibarras (Resigned 13/07/09) 
K Hall  Company Secretary 
 
DIRECTORS’ INDEMNITIES 
 
The Company maintains liability insurance for its directors and officers. Following shareholder approval in 
December 2007, the Company has also provided an indemnity for its directors and the secretary, which is a 
qualifying third party indemnity provision for the purposes of the Companies Act 2006. 
 
STATEMENT OF DIRECTORS' RESPONSIBILITIES 
 
The directors are responsible for preparing the Directors’ Report and the financial statements in accordance 
with applicable law and regulations.  
 
Company law requires the directors to prepare financial statements for each financial year. Under that law 
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally 
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).  Under company 
law the directors must not approve the financial statements unless they are satisfied that they give a true and 
fair view of the state of affairs of the company and of the profit or loss of the company for that period.  
 
In preparing those financial statements, the directors are required to: 
 
• select suitable accounting policies and then apply them consistently; 
• make judgements and 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; 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that 

the Company will continue in business. 
 
The directors are responsible for keeping adequate accounting records that are sufficient to show and 
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position 
of the company and enable them to ensure that the financial statements comply with the Companies Act 
2006. They are also responsible for safeguarding the assets of the company and hence for taking 
reasonable steps for the prevention and detection of fraud and other irregularities. 
 
The directors are responsible for the maintenance and integrity of the company’s website. Legislation in the 
United Kingdom governing the preparation and dissemination of financial statements may differ from 
legislation in other jurisdictions.    
 



Greensands Senior Finance Limited 
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS 
 
Each of the persons who is a director at the date of approval of this report confirms that: 
 
(1) so far as the director is aware, there is no relevant audit information of which the Company’s auditors are 

unaware; and 
 
(2) he/she has taken all the steps that he/she ought to have taken as a director in order to make 

himself/herself aware of any relevant audit information and to establish that the Company’s auditors are 
aware of that information. 

 
This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the 
Companies Act 2006. 
 
INDEPENDENT AUDITORS 
 
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.  
 
Approved by the Board of Directors and signed on behalf of the Board. 
 
 
 
 
 
 
 
K Hall 
Company Secretary 
 
28 July 2010 
 
 
 
 
 



Greensands Senior Finance Limited 
 

4 

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2010 
 
  

 
 
 

Notes 

Year ended  
 31 March 

2010 
£m 

 Year ended  
31 March 

2009 
£m 

      
Interest receivable and similar income 3 88.6  153.9 
Interest payable and similar charges 4 (88.6)  (153.9)
     
Profit on ordinary activities before taxation 5 -  - 
     
Tax on profit on ordinary activities 6 -  - 
     
Profit for the financial year 13 -  - 
     
The above results relate to continuing operations. 
 
The Company has no recognised gains and losses other than those included above for the year and 
therefore no separate statement of total recognised gains and losses has been presented. 
 
There is no difference between the profit on ordinary activities before taxation and the retained profit for the 
periods stated above and their historical cost equivalents. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Greensands Senior Finance Limited 
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BALANCE SHEET AS AT 31 MARCH 2010 
 
  

Notes 
2010 

£m 
 2009 

£m 
Fixed assets     
Investments 7 1.0  1.0 
 
Current assets 

    

Debtors: amounts falling due within one year 8 0.6  0.6 
Debtors: amounts falling due after one year 9 1,761.5  1,696.4 
Cash at bank and in hand  0.1  0.3 
  1,762.2  1,697.3 
     
Creditors: amounts falling due within one year 10 -  (0.4)
     
Net current assets  1,762.2  1,696.9 
     
Total assets less current liabilities  1,763.2  1,697.9 
     
Creditors: amounts falling due after one year 11 (1,761.2)  (1,695.9)
     
Net assets  2.0  2.0 
     
Capital and reserves     
Called up share capital 12 1.0  1.0 
Profit and loss account 13 1.0  1.0 
Total shareholders’ funds 14 2.0  2.0 
 
 
The accounts on pages 4 to 10 were approved by the board of directors and authorised for issue on 28 July 
2010 and are signed on its behalf by: 
 
 
 
 
 
M Walters 
Director 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



Greensands Senior Finance Limited 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 
 
1 Accounting policies 
 
Basis of accounting 
 
These financial statements are prepared on the going concern basis, under the historical cost convention, 
and in accordance with the Companies Act 2006 and applicable accounting standards in the United 
Kingdom.  The principal accounting policies, which have been applied consistently throughout the period, are 
set out below. 
 
Basis of preparation 
 
The accounts contain information about Greensands Senior Finance Limited as an individual company and 
do not contain consolidated financial information as the parent of subsidiary companies. The Company is 
exempt under section 400 of the Companies Act 2006 from the requirement to prepare consolidated 
accounts as it and its subsidiary undertakings are included by full consolidation in the publicly available 
consolidated accounts of the holding company, Greensands Holdings Limited. 
 
Cash flow statement 
 
The Company is a wholly owned subsidiary company of a group headed by Greensands Holdings Limited, 
and is included in the consolidated accounts of that company, which are publicly available. Consequently, 
the Company has taken advantage of the exemption within FRS 1 ‘Cash flow statements (revised 1996)’ 
from preparing a cash flow statement. 
 
Related party disclosure 
 
The Company has taken advantage of the exemption under paragraph 3(c) from the provisions of FRS 8, 
‘Related party disclosures’, on the grounds that it is a wholly owned subsidiary of a group headed by 
Greensands Holdings Limited, whose accounts are publicly available from the address in note 15. 
 
Investments 
 
Investments are carried at cost less provision for any impairment in value.  The carrying values of fixed asset 
investments are reviewed by the directors for impairment in periods if events or changes in circumstances 
indicate the carrying value may not be recoverable. 
 
Interest income is accrued on a daily basis. Dividends and other investment income is accounted for when it 
becomes receivable. 
 
Taxation 
 
Corporation tax payable is provided on taxable profits at the current rate. 
 
Financial instruments 
 
Derivative transactions include interest rate, currency and index-linked swaps.  These derivatives are 
entered into for the purpose of matching or eliminating risk from potential movements in interest and 
currency rates and RPI associated with the long term borrowing requirements of the Company (see note 11). 
  
 
Interest rate and currency swaps are used to manage interest rate profiles and mitigate exchange risks. 
When matched with primary financial instruments, the net position is measured at the hedge rate and 
presented within creditors on the balance sheet. Income, costs, gains, losses and expenses are recognised 
within net interest payable in the profit and loss account over the life of the instruments. 
 
Provisions are made for losses, if appropriate, in the event that it is expected that any portion of a financial 
instrument will not be a hedge of the long term borrowing requirements of the Company. 
 
Greensands Senior Finance Limited does not adopt FRS 26 Financial Instruments: Recognition and 
Measurements. 
 
 



Greensands Senior Finance Limited 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
2 Employee information  

  
The Company has no employees (2009: nil). 
 
The services of the directors are deemed to be wholly attributable to their services to Greensands Holdings 
Limited.   
 
The directors received no emoluments during the year in respect of their services to the Company. 
 
3 Interest receivable and similar income 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

    
Receivable from group undertakings 88.6  153.9 
Other interest receivable -  - 
 88.6  153.9 

 
4 Interest payable and similar charges 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

    
Due to group undertakings 74.4  142.0 
Swaps payments/(receipts) 2.0  (6.2)
Indexation 5.3  3.3 
Other interest payable 6.9  14.8 
 88.6  153.9 

 
5 Profit on ordinary activities before taxation 

 
In 2010 and 2009 audit fees were borne by Greensands Holdings Limited. 
 
6 Tax on profit on ordinary activities 
 Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

Current tax:    
    
UK corporation tax on profit for the year -  - 

   
The rate of current tax charge on profit on ordinary activities varied from the standard rate of corporation tax 
due to the following factors: 
 
  Year ended 

 31 March 
2010 

£m 

 Year ended 
31 March 

2009 
£m 

Current tax    
Profit on ordinary activities before tax -  - 
Current tax    
UK corporation tax rate at standard rate of tax of 28% on profit for 
the year (2009: 28%) 

-  - 

UK dividends from subsidiary companies -  - 
Current tax charge for year -  - 

 
No deferred tax arose during the year to 31 March 2010 (2009: nil). 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
7 Investments 
  Shares in 

subsidiary 
undertakings 

£m 
At cost & net book amount:    
At 1 April 2009 and 31 March 2010  1.0 
 
Subsidiary undertakings 
 
Company Class of 

share 
capital 

No shares 
issued at £1 
each 

% shares 
held 

Activity Country of 
incorporation 

Greensands 
Investments Limited 

Ordinary 1,000,000 100% 
 

Holding company UK 

The directors are satisfied that the book value of investments is supported by their underlying net assets. 
 
 
8 Debtors: amounts falling due within one year 
 
 

2010 
£m 

 2009 
£m 

    
Amounts owed by group undertakings 0.6  0.6 
 
All amounts owed by group undertakings due within one year are unsecured, interest free and repayable 
on demand. 
 
9 Debtors: amounts falling due after one year 

 2010 
£m 

 2009 
£m 

    
Amounts owed by group undertakings 1,761.5  1,696.4 
 
All amounts owed by group undertakings due after one year are unsecured.  Interest on this balance has 
accrued at 5.21% for the year ended 31 March 2010.  Further, for the year ended 31 March 2011 and for 12 
months following the approval of these financial statements the rate charged has been decided by 
agreement of the directors of Greensands Senior Finance Limited and Greensands Investments Limited and 
has been set to between 0.00% and 6.81%.  The directors have confirmed that they will not call upon this 
balance for 12 months from the date of these financial statements. 
 
10 Creditors: amounts falling due within one year  
 2010 

£m 
 2009 

£m 
    
Other creditors -  0.4 
 
All amounts owed to group undertakings due within one year are unsecured, interest free and repayable on 
demand. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 
11 Creditors: amounts falling due after one year 
 
 

2010 
£m 

 2009 
£m 

    
Amounts owed to group undertakings (note (i) below) 1,535.5  1,476.2 
Loans and other borrowings: 

£215.6m 3.595% index linked 2012 (note (ii) below) 
 

228.0 
  

222.7 
Issue costs of credit facility (2.3)  (3.0)
 1,761.2  1,695.9 

Notes 
 

(i) All amounts owed to group undertakings are unsecured.  Of this balance, £1,535.5m accrued 
interest at 5.02% for the year ended 31 March 2010.  Further, for the year ended 31 March 2011 
and for 12 months from the date of signing of these financial statements the rate charged has been 
decided by agreement of the directors of Greensands Senior Finance Limited and Greensands 
Junior Finance Limited and has been set to between 0.00% and 6.73%. 

(ii) The Company has entered into agreements to convert its Loans and other borrowings from a 
variable rate of LIBOR plus 2.0% to an index-linked facility with interest rates of 3.595% plus RPI.  
This facility is guaranteed under a group Security Agreement.  The agreement is over the entire 
property, assets, rights and undertakings of each of Southern Water Services Limited, Southern 
Water (Finance) Limited, SWS Holdings Limited and SWS Group Holdings Limited.  In the case of 
Southern Water Services Limited, this is to the extent permitted by the Water Industry Act 1991 
and License. 

(iii) The fair value of the associated swaps as at 31 March 2010 was £82.1m (2009:£88.6m).  There is 
no expectation that these losses will be realised within 5 years as the company expect to hold 
these instruments until maturity.  In the event of any repayment of associated debt, the intention is 
to match the liability with a new debt instrument. 

 
12 Called up share capital 
 2010 

£m 
 2009 

£m 
Authorised:    
1,000,000 ordinary shares of £1 each 1.0  1.0 
    
Allotted, called up and fully paid:    
1,000,000 ordinary share of £1 each 1.0  1.0 
 
13 Profit and loss account 
 
        £m 
   
At 1 April 2009  1.0 
Result for the financial year     - 
At 31 March 2010  1.0 

 
14 Reconciliation in movement in shareholders’ funds 
 

  

Year ended 
 31 March 

2010 
£m 

  Year ended 
     31 March 
            2009 

£m 
      
Profit for the period -  - 
Dividends  -  - 
Retained profit/(loss) for the financial year -  - 
Opening shareholders' funds 2.0  2.0 
Closing shareholders' funds 2.0  2.0 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010 (continued) 
 

15 Ultimate parent and controlling party 
 
The immediate parent undertaking is Greensands Junior Finance Limited.  
 
The ultimate parent and controlling company is Greensands Holdings Limited, a company incorporated in the 
Jersey. At 31 March 2010, Greensands Holdings Limited directly owned 100% of the share capital of 
Greensands Senior Finance Limited. As at 31 March 2010, the major shareholders in Greensands Holdings 
Limited were a consortium including IIF International SW UK Investments Limited (advised by JP Morgan 
Investments Inc.) and The Northern Trust Company. 
 
Greensands Holdings Limited is the only group company that prepares consolidated accounts, which contain 
the accounts of Greensands Senior Finance Limited. Copies of Greensands Holdings Limited’s consolidated 
accounts may be obtained from the Company Secretary of Greensands Holdings Limited, at Southern 
House, Yeoman Road, Worthing, BN13 3NX.  
 
16 Post balance sheet event 
 
After the balance sheet date an agreement was entered into with Greensands Junior Finance Limited, to 
which the Company owes a debt of £1,535.5m, to reduce the rate of interest payable on this loan from 18% 
to a maximum of 6.73% for the year ended 31 March 2011. 
 
After the balance sheet date an agreement was entered into with Greensands Investments Limited, to which 
the Company is owed a debt of £1,761.5m, to reduce the rate of interest payable on this loan from 18% to a 
maximum of 6.81% for the year ended 31 March 2011. 
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF GREENSANDS SENIOR FINANCE 
LIMITED FOR THE YEAR ENDED 31 MARCH 2010 
 
We have audited the financial statements of Greensands Senior Finance Limited for the year ended 31 
March 2010 which comprise the Profit and Loss Account, the Balance Sheet and the related notes. The 
financial reporting framework that has been applied in their preparation is applicable law and United 
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).  
 
Respective responsibilities of directors and auditors 
As explained more fully in the Directors’ Responsibilities Statement the directors are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view. Our 
responsibility is to audit the financial statements in accordance with applicable law and International 
Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices 
Board’s Ethical Standards for Auditors. 
 
This report, including the opinions, has been prepared for and only for the company’s members as a body in 
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.  We do not, in 
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom 
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in 
writing. 
 
Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 
to give reasonable assurance that the financial statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to 
the company’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the directors; and the overall presentation of the 
financial statements.  
 
In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we 
have not received all the information and explanations we require for our audit, or if information specified by 
law regarding directors’ remuneration and other transactions is not disclosed. 
 
Opinion on financial statements 
In our opinion the financial statements: 
- give a true and fair view of the state of the company’s affairs as at 31 March 2010 and of its result for the 

year then ended; 
- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 

Practice; and 
- have been prepared in accordance with the requirements of the Companies Act 2006. 
 
Opinion on other matter prescribed by the Companies Act 2006 
In our opinion the information given in the Directors’ Report for the financial year for which the financial 
statements are prepared is consistent with the financial statements.  
 
Matters on which we are required to report by exception 
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to 
report to you if, in our opinion:  
- adequate accounting records have not been kept, or returns adequate for our audit have not been 

received from branches not visited by us; or 
- the financial statements are not in agreement with the accounting records and returns; or 
- certain disclosures of directors’ remuneration specified by law are not made; or 
- we have not received all the information and explanations we require for our audit. 
 
 
 
 
 
Graham Lambert (Senior Statutory Auditor) 
For and on behalf of PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
Gatwick 
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Greensands Senior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 

The clirectors present their report and the audited accGOOts for -tAe year ended 31 Marefl-
2009. 

The report has been prepared in accordance with the special provisions of Part VII of the 
Companies Act 1985 relating to small companies. 

PRINCIPAL ACTIVITIES 

The principal activity of the Company continued to be that of an intermediate holding company 
for the subsidiary undertaking disclosed in note 9 to the accounts. 

REVIEW OF THE BUSINESS 

The Company acted as a holding Company during the year. The prior period ran from 7 
August 2007 to 31 March 2008. 

The Company received dividends of £nil (2008: £7.4m) from its subsidiary Greensands 
Investments Limited, made payments of interest of £153.9m (2008: £34.3m) and received 
interest of £153.9m (2008: £32.6m). 

The Company has net assets of £2.0m (2008: £2.0m) comprising largely of its investment in 
Greensands Investments Limited of £1.0m (2008: 1.0m), loans to other group undertakings of 
£1 ,696.4m (2008: £1 ,643.5m), loans "from other group undertakings of £1 ,476.2m (2008: 
£1 ,428.1 m) and a credit facility provided by JP Morgan of £219. 7m (2008: £215.6m). 

After the balance sheet date the Company entered into an agreement with Greensands 
Junior Finance Limited, to which it owes a debt of £1 ,476.2m to agree the interest rate 
effective on this facility from 6.80% for the year ended 31 March 2009 to 9.94%. Further, this 
agreement states that for the year ended 31 March 2010 and for the 12 months following the 
date these accounts are signed the rate effective will be between 0.00% and 6.85%. 

After the balance sheet date the Company entered into an agreement with Greensands 
Investments Limited, to which it is owed a debt of £1 ,696.4m to agree the interest rate 
effective on this facility from 8.00% for the year ended 31 March 2009 to 9.36%. Further, this 
agreement states that for the year ended 31 March 2010 and for the 12 months following the 
date these accounts are signed the rate effective will be between 0.00% and 6.80%. 

The principal risks that the Company is exposed to is the occurrence of events that would 
result in an impairment to the value of its investment in Greensands Investments Limited and 
the recoverability of its inter company debt. 



Greensands Senior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued} 

RESULTS AND DIVIDENDS 

The Company generated no profit or loss during the financial year (2008: profit of £1.0m). 

Dividends charged in the accounts are as follows: 

Interim dividend relating to current year 

2009 
£m 

The profit of nil (2008: £1.0m) has been transferred to reserves. 

2008 
£m 

5.2 
5.2 

The directors have not declared a final dividend for the year ended 31 March 2009 (2008: £nil 
per share). For further detail on dividends see note 8. 

DIRECTORS 

The directors who held office during the year and up to the date of signing the accounts were 
as follows: 

S Bickerton 
A Cunanan 
VGilles 
PMoy 
P Peters 
J Zibarras 
M Nagle 
S Toor 
J Yuen 
KHall 

(Resigned 17 November 2008) 

(Resigned 13 July 2009) 
(Appointed 13 July 2009) 
(Appointed 18 December 2008) 
Alternate Director (Appointed 17 November 2008) 
Company Secretary 

DIRECTORS' INDEMNITIES 

The Company maintains liability insurance for its directors and officers. Following shareholder 
approval in December 2007, the Company has also provided an indemnity for its directors 
and the secretary, which is a qualifying third party indemnity provision for the purposes of the 
Companies Act 1985. 

STATEMENT OF DIRECTORS' RESPONSIBILITIES 

The directors are responsible for preparing the financial statements in accordance with 
applicable law and regulations. 

Company law requires the directors to prepare financial statements for each financial year. 
Under that law the directors have elected to prepare the financial statements in accordance 
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting 
Standards and applicable law). The financial statements are required by law to give a true 
and fair view of the state of affairs of the Company and of the profit or loss of the Company for 
that year. 
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Greensands Senior Finance Limited 

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

lnpreparinQ-those financial statements, tl'leGirectoFS-are requifeGto: 

• select suitable accounting policies and then apply them consistently; 
• make judgements and estimates that are reasonable and prudent; 
• prepare the financial statements on the going concern basis unless it is inappropriate 

to presume that the Company will continue in business, in which case there should be 
supporting assumptions or qualifications as necessary. 

The directors confirm that they have complied with the above requirements in preparing the 
financial statements. 

The directors are responsible for keeping proper accounting records that disclose with 
reasonable accuracy at any time the financial position of the Company and enable them to 
ensure that the financial statements comply with the Companies Act 1985. They are also 
responsible for safeguarding the assets of the Company and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities. 

STATEMENT OF PROVISION OF INFORMATION TO AUDITORS 

Each of the persons who is a director at the date of approval of this report confirms that: 

(1) so far as the director is aware, there is no relevant audit information of which the 
Company's auditors are unaware; and 

(2) each director has taken all the steps that he ought to have taken as a director in order to 
make himself aware of any relevant audit information and to establish that the Company's 
auditors are aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions of 
s234ZA of the Companies Act 1985. 

AUDITORS 

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in 
office and a resolution concerning their reappointment will be proposed at the Annual General 
Meeting. 

Approved by the board of directors and signed by order of the board. 

Company Secretary 

29 July 2009 
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Greensands Senior Finance Limited 

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2009 

Income from shares in group undertakings 

Profit on ordinary activities before interest and 
taxation 

Interest receivable and similar income 
Interest payable and similar charges 

Profit on ordinary activities before taxation 

Tax on profit on ordinary activities 

Profit for the financial year 

Dividends 

Retained profit for the financial year 

The above results relate to continuing operations. 

Notes 

3 

4 
5 

6 

7 

8 

15 

·Year 
ended 31 

March 
2009 

£m 

153.9 
(153.9) 

PeFied 
ended 31 

March 
2008 

£m 

7.4 

7.4 

32.6 
(34.3) 

5.7 

0.5 

6.2 

(5.2) 

1.0 

The Company has no recognised gains and losses other than those included above for the 
year and therefore no separate statement of total recognised gains and losses has been 
presented. 

There is no difference between the profit on ordinary activities before taxation and the 
retained profit for the periods stated above and their historical cost equivalents. 
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Greensands Senior Finance Limited 

BALANCE SHEET AS AT 31 MARCH 2009 

2009 2008 
Notes £m £m 

Fixed assets 
Investments 9 1.0 1.0 

Current assets 
Debtors: amounts falling due within one year 10 0.6 0.5 
Debtors: amounts falling due after one year 11 1,696.4 1,643.5 
Cash at bank and in hand 0.3 0.7 

1,697.3 1,644.7 

Creditors: amounts falling due within one year 12 (0.4) 

Net current assets 1,696.9 1,644.7 

Total assets less current liabilities 1,697.9 1,645.7 

Creditors: amounts falling due after one year 13 (1,695.9) (1 ,643.7) 

Net assets 2.0 2.0 

Capital and reserves 
Called up share capital 14 1.0 1.0 
Profit and loss account 15 1.0 1.0 
Total shareholders' funds 16 2.0 2.0 

The accounts on pages 4 to 12 were approved by the board of directors and authorised for 
issue on 29 July 2009 and are signed on its behalf by: 

Andrew Cunanan 
Director 
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Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 

1 AccountingpoUcies 

Basis of accounting 

These financial statements are prepared on the going concern basis, under the historical cost 
convention, and in accordance with the Companies Act 1985 and applicable accounting 
standards in the United Kingdom. The principal accounting policies, which have been applied 
consistently throughout the period, are set out below. 

Basis of preparation 

The accounts contain information about Greensands Senior Finance Limited as an individual 
company and do not contain consolidated financial information as the parent of subsidiary 
companies. The Company is exempt under section 228a of the Companies Act 1985 from the 
requirement to prepare consolidated accounts as it and its subsidiary undertakings are 
included by full consolidation in the publicly available consolidated accounts of the holding 
company, Greensands Holdings Limited. 

Cash flow statement 

The Company is a wholly owned subsidiary company of a group headed by Greensands 
Holdings Limited, and is included in the consolidated accounts of that company, which are 
publicly available. Consequently, the Company has taken advantage of the exemption within 
FRS 1 'Cash flow statements (revised 1996)' "from preparing a cash flow statement. 

Related party disclosure 

The Company has taken advantage of the exemption under paragraph 3(c) from the 
provisions of FRS 8, 'Related party disclosures', on the grounds that it is a wholly owned 
subsidiary of a group headed by Greensands Holdings Limited, whose accounts are publicly 
available from the address in note 17. 

Investments 

Investments are carried at cost less provision for any impairment in value. The carrying 
values of fixed asset investments are reviewed by the directors for impairment in periods if 
events or changes in circumstances indicate the carrying value may not be recoverable. 

Interest income is accrued on a daily basis. Dividends and other investment income is 
accounted for when it becomes receivable. 

Taxation 

Corporation tax payable is provided on taxable profits at the current rate. 
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Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

Financial instruments 

Derivative transactions include interest rate, currency and index-linked swaps. These 
derivatives are entered into for the purpose of matching or eliminating risk from potential 
movements in interest and currency rates and RPI associated with the long term borrowing 
requirements of the Company (see note 13). 

Interest rate and currency swaps are used to manage interest rate profiles and mitigate 
exchange risks. When matched with primary financial instruments, the net position is 
measured at the hedge rate and presented within creditors on the balance sheet. Income, 
costs, gains, losses and expenses are recognised within net interest payable in the profit and 
loss account over the life of the instruments. 

Provisions are made for losses, if appropriate, in the event that it is expected that any portion 
of a financial instrument will not be a hedge of the long term borrowing requirements of the 
Company. 

2 Employee information 

The Company has no employees (2008: nil). 

The services of the directors are deemed to be wholly attributable to their services to 
Greensands Holdings Limited. 

The directors received no emoluments during the year in respect of their services to the 
Company. 

3 Income from shares in group undertakings 
Year ended 

31 March 
2009 

£m 

Period ended 
31 March 

2008 
£m 

Income from shares in group undertakings 

4 Interest receivable and similar income 

Receivable from group undertakings 
Other interest receivable 

7 

Year ended 
31 March 

2009 
£m 

153.9 

153.9 

7.4 

Period ended 
31 March 

2008 
£m 

32.5 
0.1 

32.6 



Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued} 

5 Interest payable and-Similar chal'ges 

Due to group undertakings 
Swaps receipts 
Indexation 
Other interest payable 

6 Profit on ordinary activities before taxation 

Year ended 
31 March 

2009 
£m 

142.0 
(6.2} 

3.3 
14.8 

153.9 

In 2009 and 2008 audit fees were borne by Greensands Holdings Limited. 

7 Tax on profit on ordinary activities 

Current tax: 

UK corporation tax on profit for the period 

Year ended 
31 March 

2009 
£m 

Period ended 
31 March 

2008 
£m 

26.9 

7.4 
34.3 

Period ended 
31 March 

2008 
£m 

(0.5) 

The rate of current tax charge on profit on ordinary activities varied from the standard rate of 
corporation tax due to the following factors: 

Current tax 
Profit on ordinary activities before tax 
Current tax 
UK corporation tax rate at standard rate of tax of 28% on 
profit for the year (2008: 30%) 
UK dividends from subsidiary companies 
Current tax charge for year 

Year ended 
31 March 

2009 
£m 

No deferred tax arose during the year to 31 March 2009 (2008: nil). 

8 

Period ended 
31 March 

2008 
£m 

5.7 

1.7 

(2.2) 
(0.5) 



Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 {continued) 

_ _a Dhlidends per ordinary share-
2009 

Pence per 
ordinary 

share 

Interim dividend 

Final dividend 

Total dividend 

2008 
Pence per 

ordinary 
share 

520 

520 

Year ended Period ended 
31 March 31 March 

2009 2008 
£m £m 

5.2 

5.2 

The directors have not declared a final dividend for the year ended 31 March 2009 (2008: £nil 
per share). 

9 Investments 

At cost & Net book amount: 
At 1 April 2008 and 31 March 2009 

Subsidiary undertakings 

Company Class No shares 
of issued at 
share £1 each 
capital 

Greensands Ordinary 1,000,000 
Investments 
Limited 

%shares Activity 
held 

100% Holding company 

Shares in 
subsidiary 

undertakings 
£m 

1.0 

Country of 
incorpor-
ation 

UK 

The directors are satisfied that the book value of investments is supported by their 
underlying net assets. 

9 



Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 {continued) 

1-ClDebtors; amounts falling due-within-one yeaF 

2009 2008 
£m £m 

Amounts owed by group undertakings 0.6 

All amounts owed by group undertakings due within one year are unsecured, interest free 
and repayable on demand. 

11 Debtors: amounts falling due after one year 

0.5 

2009 2008 
£m £m 

Amounts owed by group undertakings 1,696.4 1,643.5 

All amounts owed by group undertakings due after one year are unsecured. Interest on 
this balance has accrued at 9.36% for the year ended 31 March 2009. Further, for the 
year ended 31 March 201 0 and for 12 months following the approval of these financial 
statements the rate charged has been decided by agreement of the directors of 
Greensands Senior Finance Limited and Greensands Investments Limited and has been 
set to between 0.00% and 6.80%. The directors have confirmed that they will not call 
upon this balance for 12 months from the date of these financial statements. 

12 Creditors: amounts falling due within one year 
2009 2008 

£m £m 

Other creditors 0.4 

All amounts owed to group undertakings due within one year are unsecured, interest free and 
repayable on demand. 

10 



Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued) 

13 Creditors: amounts faUmg due aft&l"~ne yeaJ" 
2009 2008 

£m £m 

Amounts owed to group undertakings (note (i) below) 
Loans and other borrowings: 

1,476.2 1,428.1 

£215.6m 3.595% index linked 2012 (note (ii) below) 
Issue costs of credit facility 

222.7 219.5 
(3.0) {3.9} 

1,695.9 1,643.7 

Notes 

(i) All amounts owed to group undertakings are unsecured. Of this balance, 
£1 ,476.2m accrued interest at 9.94% for the year ended 31 March 2009. Further, 
for the year ended 31 March 2010 and for 12 months from the date of signing of 
these financial statements the rate charged has been decided by agreement of 
the directors of Greensands Senior Finance Limited and Greensands Junior 
Finance Limited and has been set to between 0.00% and 6.85%. 

(ii) The Company has entered into agreements to convert its Loans and other 
borrowings from a variable rate of LIBOR plus 2.0% to an index-linked facility with 
interest rates of 3.595% plus RP I. This facility is guaranteed under a group 
Security Agreement. The agreement is over the entire.property, assets, rights 
and undertakings of each of Southern Water Services Limited, Southern Water 
(Finance) Limited, SWS Holdings Limited and SWS Group Holdings Limited. In 
the case of Southern Water Services Limited, this is to the extent permitted by the 
Water Industry Act 1991 and License. 

(iii) The fair value of the associated swaps as at 31 March 2009 was £88.6m. There 
is no expectation that these losses will be realised within 5 years as the company 
expect to hold these instruments until maturity. In the event of any repayment of 
associated debt, the intention is to match the liability with a new debt instrument. 

14 Called up share capital 
2009 2008 

Authorised: 
1,000,000 ordinary shares of £1 each 

Allotted, called up and fully paid: 
1,000,000 ordinary share of £1 each 

15 Profit and loss account 

At 1 April 2008 
Retained pro'fit for the financial year 
At 31 March 2009 

11 

£m £m 

1.0 1.0 

1.0 1.0 

£m 

1.0 

1.0 



Greensands Senior Finance Limited 

NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 {continued) 

1~-ReGonciliatieA--in movement in shareholders' funds/deficit 

Year ended 
31 March 

2009 
£m 

Period ended 
31 March 

2008 
£m 

Profit for the period 
Dividends 

6.2 
(5.2) 

Retained pro'fit/(loss) for the financial period 
Net proceeds of issue of ordinary share capital (note 14) 
Net movement of shareholders' funds 
Opening shareholders' funds 
Closing shareholders' funds 

17 Ultimate parent and controlling party 

2.0 
2.0 

The immediate parent undertaking is Greensands Junior Finance Limited. 

The ultimate parent and controlling company is Greensands Holdings Limited, a company 
incorporated in the Jersey. At 31 March 2009, Greensands Holdings Limited directly owned 
100% of the share capital of Greensands Senior Finance Limited. As at 31 March 2009, the 
major shareholders in Greensands Holdings Limited were a consortium including JPMorgan 
Asset Management, Challenger Infrastructure Fund and UBS. 

Greensands Holdings Limited is the only group company that prepares consolidated 
accounts, which contain the accounts of Greensands Senior Finance Limited. Copies of 
Greensands Holdings Limited's consolidated accounts may be obtained from the Company 
Secretary of Greensands Holdings Limited, at Whiteley Chambers, Don Street, St. Helier, JE4 
9WG. 

18 Post balance sheet event 

After the balance sheet date an agreement was entered into with Greensands Junior Finance 
Limited, to which the Company owes a debt of £1 ,476.2m, to reduce the rate of interest 
payable on this loan from 18% to a maximum of 6.85% for the year ended 31 March 2010. 

After the balance sheet date an agreement was entered into with Greensands Investments 
Limited, to which the Company is owed a debt of £1 ,696.4m, to reduce the rate of interest 
payable on this loan from 18% to a maximum of 6.80% for the year ended 31 March 2010. 

12 
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Greensands Senior Finance Limited 

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS SENIIOR 
FlNANCE LIMITED FOR THE YEAR .ENDED 31 MARCH 2009 

We have audited the financial statements of Greensands Senior Finance Limited for the year 
ended 31 March 2009 which comprise the Profit and Loss Account, the Balance Sheet, and 
the related notes. These financial statements have been prepared under the accounting 
policies set out therein. 

Respective responsibilities of directors and auditors 
The directors' responsibilities for preparing the Annual Report and the financial statements in 
accordance with applicable law and United Kingdom Accounting Standards (United Kingdom 
Generally Accepted Accounting Practice) are set out in the Statement of Directors' 
Responsibilities. 

Our responsibility is to audit the financial statements in accordance with relevant legal and 
regulatory requirements and International Standards on Auditing (UK and Ireland). This 
report, including the opinion, has been prepared for and only for the company's members as a 
body in accordance with Section 235 of the Companies Act 1985 and for no other purpose. 
We do not, in giving this opinion, accept or assume responsibility for any other purpose or to 
any other person to whom this report is shown or into whose hands it may come save where 
expressly agreed by our prior consent in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view 
and are properly prepared in accordance with the Companies Act 1985. We also report to you 
whether in our opinion the information given in the Directors' Report is consistent with the 
financial statements. 

In addition we report to you if, in our opinion, the company has not kept proper accounting 
records, if we have not received all the information and explanations we require for our audit, 
or if information specified by law regarding directors' remuneration and other transactions is 
not disclosed. 

We read other information contained in the Annual Report, and consider whether it is 
consistent with the audited financial statements. This other information comprises all of the 
other information listed on the contents page. We consider the implications for our report if we 
become aware of any apparent misstatements or material inconsistencies with the financial 
statements. Our responsibilities do not extend to any other information. 

Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UK and 
Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test 
basis, of evidence relevant to the amounts and disclosures in the financial statements. lt also 
includes an assessment of the significant estimates and judgments made by the directors in 
the preparation of the financial statements, and of whether the accounting policies are 
appropriate to the company's circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations 
which we considered necessary in order to provide us with sufficient evidence to give 
reasonable assurance that the financial statements are free from material misstatement, 
whether caused by fraud or other irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 

13 



Greensands Senior Finance Limited 

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF GREENSANDS SENIOR 
FINANCE LIMITED FOR THE YEAR ENDED 31 MARCH 2009 

Opinion 
In our opinion: 

• the financial statements give a true and fair view, in accordance with United Kingdom 
Generally Accepted Accounting Practice, of the state of the company's affairs as at 31 
March 2009 and of its result for the year then ended; 

• the financial statements have been properly prepared in accordance with the 
Companies Act 1985; and 

• the information given in the Directors' Report is consistent with the financial 
statements. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors 
Gatwick 

~I Juiv.. 
·············~··············2009 
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Interim Consolidated Accounts (un-audited) for Greensands Senior Finance Ltd

For the six months ended 30 September 2010
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Important notice

This report should not be relied on as a guide to future performance, and should not be relied on in deciding whether to undertake investment in the company. It should be
noted that the information in this report has not been reviewed by the company's auditors.

Format and basis of consolidation

The abridged accounts contained within this report represent the consolidation of Greensands Senior Finance Ltd and its subsidiaries. These accounts are presented in
fulfilment of the Senior Holdco Finance document, and as such are not presented in full Companies Act format.

FRS 17

The pension deficit shown at 30 September 2010 and 30 September 2009 are based on the valuations at 31 March 2010 and 31 March 2009 respectively updated by
actuaries reflecting market yields and asset values. This is not a formal interim valuation of the scheme assets and liabilities, however an assessment of the actuarial losses
has been made and shown in the STRGL. Actuarial gains and losses for the whole year and the surplus/deficit at the end of the year will be presented in the annual financial
statements.

Please note that these Interim Accounts have not been reviewed by the company’s auditors

2



Please note that these Interim Accounts have not been reviewed by the company’s auditors

Interim Accounts

Contents Page

Profit and loss account and STRGL 4

Balance sheet 5

Cash flow 6
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Six months to 30 September 2010

£m £m

Cost of sales (83.8) (77.6)

Gross profit 259.1           267.6          

Administrative expenses  (136.1) (122.3)

Other operating income 0.4              0.4              

Operating profit and profit on ordinary activities before interest and taxation 123.4           145.7          

Profit on disposal of fixed assets 0.1              0.8              

Net interest and similar charges (130.0) (121.0)

Profit on ordinary activities before taxation (6.5) 25.6            

Tax on profit on ordinary activities (10.4) (7.2)

Profit on ordinary activities after taxation (16.9) 18.4            

Dividends -              -             

Retained profit for the financial year (16.9) 18.4         

Movement on deferred tax relating to pension deficit (1.6) (12.4)

Total recognised losses for the year (16.7) 50.2         

Greensands Senior Finance Limited

Consolidated Profit & Loss Account 2010 2009
Unaudited Unaudited 

Turnover 342.9           345.2          

Consolidated statement of total recognised gains and losses 2009 2009
Unaudited Unaudited 

£m £m
Profit on ordinary activities after taxation (16.9) 18.4            
Dividends paid to equity shareholders -              -             
Actuarial gain/(loss) recognised in the pension fund 1.8              44.2            
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Investments

Debtors: amounts falling due within one year 270.0           238.0          

Debtors: amounts falling due after one year 0.2              0.1              

Cash at bank and in hand
635.6           670.3          

Net current assets 422.8           483.7          

Total assets less current liabilities 5,555.4      5,513.8     

Creditors: amounts falling due after one year (5,153.8) (5,076.9)

Provision for liabilities and charges (367.1) (344.8)

Grants and contributions (49.7) (51.4)

Net assets excluding pension deficit (15.2) 40.7            

Pension deficit (65.7) (51.2)

Net assets including pension deficit (80.9) (10.5)

Total shareholder’s funds (80.9) (10.5)

5

Greensands Senior Finance Limited
Six months to 30 September 2010

2010 2009
Consolidated Balance Sheet Unaudited Unaudited 

£m £m
Fixed Assets
Intangible assets – Goodwill 107.2           113.5          
Tangible assets 5,010.4        4,901.6       

15.0            15.0            
5,132.6        5,030.1       

Current assets
Stocks 1.3              1.6              

364.1           430.6          

Creditors: amounts falling due within one year (212.8) (186.6)

Capital and reserves
Called up share capital 1.0              1.0              
Profit and loss account (81.9) (11.5)



Six months to 30 September 2010

£m £m

Net cash inflow from operating activities 233.9           247.3          

Net cash outflow from returns on investments and servicing of finance (35.3) (41.4)

Net cash outflow for capital expenditure and financial investment (188.4) (111.6)

Net case outflow from financing (0.1) (80.1)

Increase in net cash 10.1         14.1         

Net debt at end of year (3,152.5) (3,053.2)

6

Greensands Senior Finance Limited

Consolidated cash flow statement 2010 2009
Unaudited Unaudited 

Returns on investments and servicing of finance
Interest paid (37.1) (53.4)
Interest received 1.8              12.0            

Capital expenditure and financial investment
Purchase of tangible fixed assets (191.9) (118.5)
Sale of tangible fixed assets 0.1              2.3              
Receipt of grants and contributions 3.5              4.5              

Financing
Issue costs of new loans (0.1) (0.7)
Swap break receipt -              11.5            
Repayment of borrowings -              138.5          
Issue of long term loans (0.0) (229.3)

Reconciliation to net debt
Net debt at 1 April 2008 (3,140.5) (3,153.4)
Increase in net cash 10.1            14.1            
Movement in borrowings 0.1              88.5            
Swap break receipt -              (10.7)
Non-cash items (22.1) 8.3              



£m £m

Total net cash inflow from operating activities 233.9       247.3       

Net Debt (3,140.5)                10.1 (22.1) (3,152.5)

Net Debt (3,153.4)                91.9                 8.3 (3,053.2)

7

Greensands Senior Finance Limited
Six months to 30 September 2010

2010 2009
Notes to the consolidated cash flow statement Unaudited Unaudited 

Operating profit and profit on ordinary activities before interest and taxation 123.4           145.7          
Depreciation charge 108.0           98.5            
Amortisation of goodwill 3.2              3.2              
Amortisation of grants and contributions (1.3) (1.1)
Decrease in pension prov (0.0) (0.3)
Decrease in environmental provision (0.0) (0.6)
Decrease in stocks (0.1) 0.0              
Increase in debtors 3.8              (1.1)
Increase/(decrease) in creditors (3.1) 3.1              

Analysis of Consolidated Net Debt at Greensands Senior Finance Limited: At 1 April  Cash flows  Other non- At 30 Sep 
2010 cash 2010 
 £m  £m  £m  £m 

Cash           354.0                10.1                   -               364.1 
Bank overdraft                 -                      -                     -                    -   

          354.0                10.1                   -               364.1 
Debt due within one year (7.0)                    -                     -   (7.0)
Debt due after one year (3,487.5)                  0.1 (22.1) (3,509.6)

At 1 April  Cash flows  Other non- At 30 Sep 
2009 cash 2009 
 £m  £m  £m  £m 

Cash           416.5                14.1                   -               430.6 
Bank overdraft                 -                      -                     -                    -   

          416.5                14.1                   -               430.6 
Debt due within one year (145.3)              138.5 (0.4) (7.1)
Debt due after one year (3,424.6) (60.7)                 8.7 (3,476.7)



 

 
125 

INDEX OF DEFINED TERMS 

“2006 ISDA Definitions” means the definitions published by the International Swaps and Derivatives 
Association Inc. to be used in the documentation of interest rate and currency exchange transactions; 

“Accounting Date” means, if the financial year end of the Group is 31 December, each 31 December and 30 
June, or if the financial year end of the Group is 31 March, each 31 March and 30 September; 

“Accounting Period” means a period of approximately one year ending on an Accounting Date (except that 
in respect of the first Test Period ending on the Test Date falling on 30 September 2011, it shall mean the 
period of six months commencing on 1 April 2011 and ending on that Test Date); 

“Accounting Principles” means accounting principles, policies, standards, bases and practices which at the 
relevant time are generally accepted in the UK; 

“Additional Finance Documents” means: 

(a) in respect of a Loan Facility other than that made available under the Facilities Agreement, the 
“Finance Documents” as defined in the facility agreement governing the terms of such Loan Facility; 
and 

(b) any Additional Hedging Agreement;  

“Additional Finance Parties” means in respect of a Loan Facility other than that made available under the 
Facilities Agreement, each “Finance Party” (as defined in the relevant Additional Finance Documents), 
provided that such parties have acceded to the Intercreditor Agreement by executing a Secured Creditor 
Accession Deed; 

“Additional Hedge Counterparties” means in respect of any Additional Hedging Agreements, the hedge 
counterparties under such documents; 

“Additional Hedging Agreement” means any master agreement, confirmation, schedule or other agreement 
entered into or to be entered into by an Obligor and an Additional Hedge Counterparty for the purpose of 
hedging liabilities after the date of this Prospectus; 

“Additional Note Documents” means in respect of an issue of Notes by the Issuer other than the initial 
issuance of Notes, any additional documents governing the terms of such Notes and any related loan 
drawdown documents pursuant to the Senior Finance/Issuer Loan Agreement; 

“Additional Note Parties” means in respect of an issue of Additional Notes by the Issuer, the Noteholders of 
such Additional Notes and the Note Trustee (on its own behalf and on behalf of the relevant Noteholders) and 
any agents in respect of such issue of Notes under the relevant Additional Note Documents; provided that any 
such agents which are not already party to the Intercreditor Agreement have become Secured Creditors by 
executing Secured Creditor Accession Deeds; 

“Additional Notes” means any Notes issued under Additional Note Documents; 

“Affiliate” means in relation to any person, a Subsidiary of that person or a Holding Company of that person 
or any other Subsidiary of that Holding Company; 

“Agency Agreement” means the agency agreement relating to the Programme dated on or about the date of 
this Prospectus between the Issuer, the Guarantors, Deutsche Trustee Company Limited as Note Trustee, 
Deutsche Bank AG, London Branch as initial Issuing and Paying Agent and the other agents mentioned in it; 

“Alternative Clearing System” means Euroclear, Clearstream, Luxembourg or any other permitted clearing 
system; 
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“Auditors” means PricewaterhouseCoopers LLP or, if they are unable or unwilling to carry out any action 
requested of them under the Trust Deed, such other firm of accountants as may be nominated or approved in 
writing by the Note Trustee for the purpose; 

“Base Currency” means pounds sterling; 

“Bearer Note” means a Note that is in bearer form, and includes any replacement Bearer Note issued 
pursuant to the Conditions and any Temporary Global Note or Permanent Global Note; 

“Board of Ofwat” means the Board of Ofwat as identified under the Water Act; 

“Borrowings” means at any time, the outstanding principal, capital or nominal amount (including any 
capitalised interest or any indexation of principal in respect of any index-linked borrowings) and any fixed or 
minimum premium payable on prepayment or redemption of any indebtedness (other than indebtedness owed 
by one member of the Group to another member of the Group) for or in respect of: 

(a) moneys borrowed; 

(b) any amount raised by acceptance under any acceptance credit facility or dematerialised equivalent; 

(c) any amount raised pursuant to any note purchase facility or the issue of bonds, notes, debentures, loan 
stock or any similar instrument; 

(d) the amount of any liability in respect of any lease or hire purchase contract which would, in 
accordance with the Accounting Principles, be treated as a finance or capital lease; 

(e) receivables sold or discounted (other than any receivables to the extent they are sold or discounted on a 
non-recourse basis); 

(f) any counter-indemnity obligation in respect of a guarantee, bond, standby or documentary letter of 
credit or any other instrument issued by a bank or financial institution, excluding, for the avoidance of 
doubt, any counter-indemnity which is in respect of any (i) performance bonds and/or guarantees; or 
(ii) interest rate shortfall bonds and/or guarantees, and, in each case, where no call has been made; 

(g) any amount raised by the issue of redeemable shares which are redeemable before the latest Maturity 
Date of any Notes; 

(h) any amount of any liability under an advance or deferred purchase agreement if (i) one of the primary 
reasons behind the entry into the agreement is to raise finance or (ii) the agreement is in respect of the 
supply of assets or services and payment is due more than 120 days after the date of supply; 

(i) any amount raised under any other transaction (including any forward sale or purchase agreement) 
having the commercial effect of a borrowing; and 

(j) (without double counting) the amount of any liability in respect of any guarantee or indemnity for any 
of the items referred to in paragraphs (a) to (i) above; 

“Business Day” means a day (other than a Saturday or a Sunday) on which banks are open for general 
business in London, and: 

(a) (in relation to any date for payment or purchase of a currency other than euro) the principal financial 
centre of the country of that currency; or 

(b) (in relation to any date for payment or purchase of euro) any TARGET2 Business Day; 

“Cash Collateral” means with respect to any Borrowings, the relevant borrower crediting a cash amount (in 
the currency of such Borrowings) to an account held with the relevant lender from which withdrawals may 
only be made to make a payment to the relevant lender with respect to amounts due and payable in respect of 
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such Borrowings and in respect of which the relevant borrower has granted a first ranking security interest in 
favour of the relevant lender;  

“Cash Equivalents” means at any time: 

(a) any security denominated in pounds Sterling issued or unconditionally guaranteed by the government 
of the United States of America or a member of the European Union (other than Greece, Portugal, 
Cyprus, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, Slovenia or 
any country which is not a member at the date hereof) or by any agency of such a government having 
an equivalent credit rating; 

(b) commercial paper in Sterling not issued or guaranteed by a member of the Group, for which a 
recognised trading market exists and having a credit rating of at least A-1 from Standard & Poor's 
Rating Services, F1 from Fitch Ratings Ltd and at least P-1 or, as the case may be, MF1 from Moody's 
Investor Services Limited; 

(c) certificates of deposit or bankers’ acceptances issued by any bank or financial institution having a 
long-term unsecured debt rating of at least A-1 by Standard & Poor's Rating Services, F1 from Fitch 
Ratings Ltd or P-1 or, as the case may be, MF1 or higher by Moody's Investor Services Limited; or 

(d) any other debt security approved by the Note Trustee (if directed to do so by an Extraordinary 
Resolution of the Noteholders); 

“Certificate” means a registered certificate representing one or more Registered Notes of the same Series 
and, save as provided in the Conditions, comprising the entire holding by a Noteholder of his Registered 
Notes of that Series; 

“Classic Global Note” or “CGN” means a classic global note; 

“Clearing System Business Day” means Monday to Friday inclusive except 25 December and 1 January; 

“Clearstream, Luxembourg” means Clearstream Banking, société anonyme; 

“Commitments” means: 

(a) prior to the taking of Enforcement Action: 

(i) in respect of any Loan Facility, the total commitments under such Loan Facility;  

(ii) in respect of any series of Notes, the principal amount outstanding (including, if 
applicable, any accretion due to indexation) under all of such series of Notes; and 

(iii) in respect of any Hedging Agreement, zero; and 

(b) following the taking of Enforcement Action: 

(i) in respect of any Loan Facility, the principal amount outstanding under such Loan 
Facility;  

(ii) in respect of any series of Notes, the principal amount outstanding (including, if 
applicable, any accretion due to indexation) under all of such series of Notes; and 

(iii) in respect of any Hedging Agreement, the aggregate Positive Value of the Hedging 
Liabilities under such Hedging Agreement; 

“Common Safekeeper” means in relation to a Series where the relevant Global Note is a NGN or the 
relevant Global Certificate is held under the NSS, the common safekeeper for Euroclear and Clearstream, 
Luxembourg appointed in respect of such Notes; 
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“Common Terms Agreement” means the common terms agreement dated 23 July 2003 (as amended and/or 
restated from time to time) between, among others, SWS Group Holdings Limited, SWS Holdings Limited, 
SWS, Southern Water Services (Finance) Limited and Deutsche Trustee Company Limited;  

“Compliance Certificate” means a certificate supplied by the Issuer and Guarantors to the Note Trustee 
certifying compliance with, and setting out, among other things, calculation of, the financial covenants set out 
in the Trust Deed (See further, “Overview of the Key Documents – Trust Deed – Financial Covenants”); 

“Conditions” means, in respect of the Notes of each Series, the terms and conditions applicable thereto which 
shall be substantially in the form set out in the section entitled “Terms and Conditions of the Notes” in this 
Prospectus, as modified, with respect to any Notes represented by a Global Certificate or a Global Note, by 
the provisions of such Global Certificate or Global Note, shall incorporate any additional provisions forming 
part of such terms and conditions set out in Part A of the relevant Final Terms relating to the Notes of that 
Series and shall be endorsed on the Definitive Notes, subject to amendment and completion and any reference 
to a particularly numbered Condition shall be construed accordingly; 

“Consolidated EBITDA” means, in respect of a Test Period, the consolidated operating profit of the Group 
during such Test Period: 

(a) before deducting any amount attributable to depreciation or amortisation; 

(b) before taking into account any items treated as exceptional or extraordinary items; 

(c) before deducting any amount of Tax on profits, gains or income paid or payable by a member of the 
Group; 

(d) before deducting any accrued interest, commission, fees, discounts, prepayment penalties or 
premiums and other finance payments in respect of Borrowings, whether paid, payable or capitalised 
by any member of the Group; 

(e) before taking into account any accrued interest received, receivable or capitalised to any member of 
the Group; 

(f) before taking into account any realised and unrealised exchange gains and losses, including those 
arising on translation of currency debt; 

(g) after adding back (to the extent otherwise deducted) any loss against book value incurred by a 
member of the Group on the Disposal of any asset during the Test Period and any loss arising on any 
revaluation of any asset during the Test Period; 

(h) after deducting (to the extent otherwise included) any gain over book value arising in favour of a 
member of the Group on the Disposal of any asset during the Test Period and any gain arising on any 
revaluation of any asset during the Test Period; 

(i) before deducting any Transaction Costs; 

(j) after deducting the amount of any profit of any member of the Group which is attributable to minority 
interests; 

(k) after adding back, to the extent not included in the financial statements of the Group, the amount of 
any dividends or profit distributions (net of withholding tax) received in cash by any member of the 
Group during such Test Period from companies which are not members of the Group; 

(l) after deducting the amount of any profit of any investment or entity (which is not itself a member of 
the Group) in which any member of the Group has an ownership interest to the extent that the amount 
of such profit included in the financial statements of the Group exceeds the amount (net of applicable 
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withholding tax) received in cash by members of the Group through distributions by such investment 
or entity; and 

(m) after adding back the amount of any cash received by members of the Group through distribution by 
any investment or entity (which is not itself a member of the Group) in which any member of the 
Group has an ownership interest to the extent that the amount of such cash (net of applicable 
withholding tax) exceeds the amount of profit of such investment or entity included in the financial 
statements of the Group, 

in each case to the extent added, deducted or taken into account, as the case may be, for the purposes of 
determining profits of the Group from ordinary activities; 

“Consolidated Net Finance Charges” means, for any Test Period and in respect of the Group, the aggregate 
amount of the accrued interest, commission, fees, discounts, prepayment penalties or premiums and other 
finance payments in respect of Borrowings whether paid, payable or capitalised in respect of that Test Period 
(taking into account any interest rate or other hedging in respect of such payments under any Hedging 
Agreements then in force): 

(a) excluding any such obligations paid, payable or capitalised to any other member of the Group or any 
Subordinated Debt; 

(b) including the interest element of leasing and hire purchase payments; 

(c) including any accrued commission, fees, discounts and other finance payments payable by the relevant 
member of the Group under any interest rate hedging arrangement;  

(d) deducting any accrued commission, fees, discounts and other finance payments owing to the relevant 
member of the Group under any interest rate hedging instrument; 

(e) deducting any interest paid or payable to the relevant member of the Group on any deposit or bank 
account or on any Cash Equivalents; 

(f) excluding any Transaction Costs;  

(g) excluding any interest (capitalised or otherwise) in respect of any Subordinated Debt; 

(h) excluding any indexation of principal in respect of any index-linked Borrowings forming part of 
Consolidated Total Net Debt;  

(i) excluding any non-cash interest charge in respect of any pensions deficit under any pension scheme in 
respect of which any member of the Group has any actual or contingent liability; and 

(j) excluding any amortisation of fees, costs and expenses incurred in connection with the raising of any 
Borrowings.  

For the avoidance of any doubt any repayment or prepayment of principal in respect of any Borrowings shall 
not form part of Consolidated Net Finance Charges. 

“Consolidated Total Net Debt” means, in respect of a Test Period, the aggregate nominal principal amount 
outstanding of all Borrowings of the Group plus any interest due and unpaid on such Borrowings in each case 
on the last day of such Test Period (taking into account any interest rate or other hedging in respect of such 
interest payment under any Hedging Agreements then in force): 

(a) excluding any mark to market liabilities in respect of any interest rate hedging agreement but, for the 
avoidance of doubt, not excluding any liabilities in respect of any indexation of principal in respect of 
any index-linked Financial Indebtedness; 
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(b) including any liabilities in respect of any indexation of principal in respect of any index linked 
Financial Indebtedness; 

(c) excluding any pension liabilities; 

(d) excluding any Borrowings or such interest payable to any other member of the Group or which is (or 
is payable on) Subordinated Debt and the bonds issued by Greensands Europe Limited; and 

(e) deducting the aggregate amount of cash and Cash Equivalents held by any member of the Group at 
such time and any Cash Collateral provided by any member of the Group in respect of Borrowings at 
such time (including for the avoidance of doubt and without limitation, any amounts standing to the 
credit of the Interest Costs Reserve Account), 

and so that no amount shall be included or excluded more than once; 

“Construction Output Price Index” means the index issued by the Department for Business, Innovation and 
Skills, varied from time to time, relating to price levels of new build construction based on a combination of 
logged values of tender price indices, labour and materials costs indices and on the value of new construction 
orders in the United Kingdom; 

“Controlled Group” means each member of the Non-Regulated Group; 

“Couponholder” has the meaning given to it in the Conditions; 

“Coupons” means the bearer coupons relating to interest bearing Bearer Notes or, as the context may require, 
a specific number of them and includes any replacement Coupons issued pursuant to the Conditions; 

“Cure Investment” means a subscription by one or more shareholders of Greensands Holdings Limited for 
shares in Greensands Holdings Limited, or any subordinated debt made available by one or more of its 
shareholders or a subscription for a further issue of bonds by Greensands Europe Limited; 

“Dealers” means Deutsche Bank AG, London Branch, HSBC Bank plc, ING Bank N.V., Merrill Lynch 
International, National Australia Bank Limited and UBS Limited, and any other entity which the Issuer may 
appoint as a dealer in accordance with the Dealership Agreement;  

“Dealership Agreement” means the Dealership Agreement relating to the Programme dated on or about the 
date of this Prospectus between the Issuer, the Guarantors, the Dealers, the Global Co-ordinators and any 
other entity which the Issuer and the Guarantors may appoint as a dealer in accordance with the Dealership 
Agreement; 

“Definitive Note” means a Bearer Note in definitive form having, where appropriate, Coupons, Receipt(s) 
and/or a Talon attached on issue and, unless the context requires otherwise, means a Certificate (other than a 
Global Certificate) and includes any replacement Note or Certificate issued pursuant to the Conditions; 

“Disposal” means a sale, lease, licence, transfer, loan or other disposal by a person of any asset, undertaking 
or business (whether by a voluntary or involuntary single transaction or series of transactions); 

“Dual Currency Note” means a Note in respect of which the amount payable (whether in respect of principal 
or interest and whether at maturity or otherwise) will be made in such currencies, and based on such rates of 
exchange, as may be specified in the relevant Final Terms; 

“EEA Regulated Market” means a market which complies with the requirements set out in Article 4.1(14) 
of Directive 2004/39/EC of the European Parliament and of the Council on markets in financial instruments; 

“Effective Date” means the date of issue of the Initial Notes; 

“Enforcement Action” means:  
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(a) the cancellation of any commitments by a Secured Creditor following the occurrence of an event of 
default (howsoever described) and/or the acceleration of any Liabilities or any declaration that any 
Liabilities are prematurely due and payable (other than as a result of it becoming unlawful for a 
Secured Creditor to perform its obligations under, or of any mandatory prepayment arising under, the 
Transaction Documents) or payable on demand or the premature termination or close out of any 
Hedging Liabilities (other than such a close out on a voluntary basis which would not result in a breach 
of the relevant Hedging Agreement), in each case, in accordance with the terms of the Underlying 
Credit Documents; 

(b) the taking of any steps to enforce or require the enforcement of any Transaction Security (including the 
crystallisation of any floating charge forming part of the Transaction Security); 

(c) the making of any demand against the Issuer or the Guarantors in relation to any guarantee, indemnity 
or other assurance against loss in respect of any Liabilities or exercising any right to require either the 
Issuer or the Guarantors to acquire any Liability; 

(d) following the occurrence of an Event of Default, the exercise of any right of set-off against the Issuer 
or the Guarantors in respect of any Liabilities; 

(e) the suing for, commencing or joining of any legal or arbitration proceedings against the Issuer or the 
Guarantors to recover any Liabilities; 

(f) the entering into of any composition, assignment or arrangement with the Issuer or the Guarantors 
(unless approved by the Majority Secured Creditors); or 

(g) the petitioning, applying or voting for, or the taking of any steps (including the appointment of any 
liquidator, receiver, administrator or similar officer) in relation to, the winding up, dissolution, 
administration or reorganisation of the Issuer or the Guarantors or any suspension of payments or 
moratorium of any indebtedness of the Issuer or the Guarantors, or any analogous procedure or step in 
any jurisdiction; 

“Enterprise Act” means the Enterprise Act 2002 which received Royal Assent on 7 November 2002, and any 
subsequent amendments thereto; 

“Entrenched Rights” means the rights of the Secured Creditors provided by the terms of clause 22.1 of the 
Intercreditor Agreement and summarised in the section entitled “Intercreditor, Enforcement and the Facilities 
Agreement” of this Prospectus; 

“EURIBOR” means the Euro-zone Inter-Bank Offered Rate; 

“Euro” or “€” means the currency introduced at the third stage of European Economic and Monetary Union 
pursuant to the Treaty on the functioning of the European Community, as amended from time to time; 

“Euroclear” means Euroclear Bank S.A./N.V.; 

“Eurosystem” means the European Central Bank and the national central banks of EU Member States that 
have adopted the Euro; 

“Event of Default” means an event described in Condition 10 (Events of Default) that, if so required by that 
Condition, has been certified by the Note Trustee to be, in its opinion, materially prejudicial to the interests of 
the Noteholders; 

“Exchange Date” means, in relation to a Temporary Global Note, the day falling after the expiry of 40 days 
after its issue date and, in relation to a Permanent Global Note, a day falling not less than 60 days after that on 
which the notice requiring exchange is given and on which banks are open for business in the city in which 
the specified office of the Issuing and Paying Agent is located and in the city in which the relevant clearing 
system is located; 
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“Extraordinary Resolution” means a resolution passed at a meeting of Noteholders of a single series of 
Notes duly convened and held in accordance with the Trust Deed by a majority of at least 75 per cent. of the 
votes cast; 

“Facilities Agreement” means the facilities agreement dated 8 April 2011 and entered into between, among 
others, the Issuer, the Facility Agent and the Guarantors; 

“Facility Agent” means Deutsche Bank AG, London Branch in its capacity as facility agent under the 
Facilities Agreement; 

“Final Determination” means the final price determination made by Ofwat on a five yearly basis; 

“Final Terms” means in relation to a Tranche, the Final Terms issued specifying the relevant issue details of 
such Tranche, substantially in the form set out in the section entitled “Terms and Conditions of the Notes” in 
this Prospectus; 

“Finance Documents” means the “Finance Documents” as defined in the Facilities Agreement and any 
Additional Finance Documents;  

“Finance Parties” means each “Finance Party” as defined in the Facilities Agreement and any Additional 
Finance Party; 

“Financial Indebtedness” means any indebtedness (other than indebtedness owed by one member of the 
Group (or an Affiliate) to another member of the Group (or an Affiliate)) for or in respect of (without double 
counting): 

(a) monies borrowed; 

(b) any amount raised by acceptance under any acceptance credit facility or dematerialised equivalent; 

(c) any amount raised pursuant to any note purchase facility or the issue of bonds, notes, debentures, loan 
stock or any similar instrument; 

(d) the amount of any liability in respect of any lease or hire purchase contract which would, in 
accordance with the Accounting Principles, be treated as a finance or capital lease; 

(e) receivables sold or discounted (other than any receivables to the extent they are sold or discounted on a 
non-recourse basis); 

(f) any Treasury Transaction (and, when calculating the value of that Treasury Transaction, only the 
amount (if any) that is recorded as a debt obligation in the most recent financial statements of the 
relevant member of the Group as at the time of the calculation (or, if any actual amount is due as a 
result of the termination or close-out of that Treasury Transaction, that amount) shall be taken into 
account) (provided that when this definition is used for the purpose of Condition 10(d) (Cross-
Acceleration), only the net amount not paid or which is payable by the relevant member of the Group 
thereunder shall be taken into account); 

(g) any counter-indemnity obligation in respect of a guarantee, indemnity, bond, standby or documentary 
letter of credit or any other instrument issued by a bank or financial institution; 

(h) any amount of any liability under an advance or deferred purchase agreement if (i) one of the primary 
reasons behind entering into the agreement is to raise finance or (ii) the agreement is in respect of the 
supply of assets or services and payment is due more than 120 days after the date of supply; 

(i) any amount raised by the issue of redeemable shares which are capable of being redeemed by the 
holders thereof prior to the latest Maturity Date of any Notes; 
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(j) any amount raised under any other transaction (including any forward sale or purchase agreement) 
having the commercial effect of a borrowing; and 

(without double counting) the amount of any liability in respect of any guarantee for any of the items referred 
to in paragraphs (a) to (j) above; 

“Fixed Rate Note” means a Note on which interest is calculated at a fixed rate payable in arrear on a fixed 
date or fixed dates in each year and on redemption or on such other dates as may be agreed between the Issuer 
and the relevant Dealer(s) (as indicated in the applicable Final Terms); 

“Floating Rate Note” means a Note on which interest is calculated at a floating rate payable in arrear in 
respect of such period or on such date(s) as may be agreed between the Issuer and the relevant Dealer(s) (as 
indicated in the applicable Final Terms; 

“FSMA” means the means the Financial Services and Markets Act 2000, as amended from time to time; 

“Fund” means any unit trust, investment trust, investment company, limited partnership, general partnership 
or other collective investment scheme, investment professional (as defined in Article 19(5)(d) of the Financial 
Services and Markets Act (Financial Promotion) Order 2005), high net worth company, unincorporated 
association or high value trust (as defined in Article 49(2)(a) to (c) of the Financial Services and Markets Act 
(Financial Promotion) Order 2005), pension fund, insurance company, authorised person under the Financial 
Services and Markets Act 2000 or any body corporate or other entity, in each case the assets of which are 
managed professionally for investment purposes; 

“Global Certificate” means a Certificate representing Registered Notes of one or more Tranches of the same 
Series that are registered in the name of a nominee for one or more clearing systems; 

“Global Co-ordinators” means Deutsche Bank AG, London Branch, HSBC Bank plc and UBS Limited; 

“Global Note” means a Temporary Global Note and/or, as the context may require, a Permanent Global Note, 
a CGN and/or a NGN, as the context may require; 

“Group” means the Guarantors and each of their Subsidiaries from time to time; 

“Guarantors” means each of Greensands Holdings Limited, Greensands (UK) Limited, Greensands Junior 
Finance Limited and Greensands Senior Finance Limited; 

“Hedge Counterparties” means a person who has become a party to the Intercreditor Agreement as a Hedge 
Counterparty in accordance with the provisions of the Intercreditor Agreement; 

“Hedging Agreement” means the Original Hedging Agreements and any Additional Hedging Agreement; 

“Hedging Liabilities” means the Liabilities owed by the Issuer or the Guarantors to the Hedge Counterparties 
under or in connection with the Hedging Agreements; 

“Holding Company” means in relation to a company or corporation, any other company or corporation in 
respect of which it is a Subsidiary; 

“ICSD” means International Central Securities Depositories; 

“IDOK” means an interim determination of K (as that term is defined in the Instrument of Appointment) as 
provided for in Part IV of Condition B of the Instrument of Appointment; 

“Initial Noteholders” means the Noteholders of the Initial Notes; 

“Initial Notes” means the first series of notes issued under the Programme; 

“Insolvency Act” means the Insolvency Act 1986; 
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“Instrument of Appointment” or “Licence” means the instrument of appointment dated August 1989 
granted by the Secretary of State for Environment for SWS as a water and sewerage undertaking under 
Sections 11 and 14 of the Water Act 1989 (now Sections 6, 7, 11 and 12 of the WIA), as modified or amended 
from time to time; 

“Intercreditor Agreement” means the intercreditor agreement dated on or prior to the Effective Date 
between, among others, the Issuer, the Guarantors and the Security Trustee; 

“Interest Costs Cover Facility” means Facility B or any other facility (if any) made available to the Issuer 
(the lender having acceded to the Intercreditor Agreement by executing a Secured Creditor Accession Deed) 
to enable the Issuer to maintain the Interest Costs Required Amount; 

“Interest Costs Reserve Account” means the account in the name of the Issuer in connection with the 
maintenance of the Interest Costs Required Amount; 

“Interest Costs Required Amount” means, in relation to any date, an amount equal to the aggregate amount 
of interest, commission, fees, discounts, prepayment penalties or premiums and other finance payments 
(excluding the repayment of principal) in respect of Financial Indebtedness of the Issuer that the Issuer 
estimates (acting in good faith and a commercially reasonable manner) will accrue during the 12 month 
period starting on such date, taking into account any hedging arrangements entered into by the Issuer in 
respect of such Financial Indebtedness; 

“Interest Cover Ratio” means the ratio of Consolidated EBITDA to Consolidated Net Finance Charges; 

“Intermediate Subsidiary” means each of Greensands Investments Limited, Southern Water Capital 
Limited, Southern Water Investments Limited and Southern Water Services Group Limited; 

“Intragroup Loan” means a loan pursuant to the Senior Finance/Issuer Loan Agreement; 

“Investor’s Currency” means the currency in which the investor’s financial activities are principally 
denominated; 

“ISDA” means the International Swaps and Derivatives Association Inc.; 

“Issuer” means Southern Water (Greensands) Financing plc; 

“Issuing and Paying Agent” means the person named as such in the Conditions or any Successor Issuing and 
Paying Agent, in each case, at its specified office; 

“Lenders” means the “Lenders” as defined in the Facilities Agreement and in any other Loan Facility entered 
into by the Issuer or any of the Guarantors; 

“Liabilities” means all present and future liabilities, obligations and indebtedness at any time of the Issuer or 
the Guarantors to any Secured Creditor or any Subordinated Lender (both actual and contingent and whether 
incurred solely or jointly or in any other capacity) together with any of the following matters relating to or 
arising in respect of those liabilities and obligations: 

(a) any refinancing, novation, deferral or extension; 

(b) any claim for damages or restitution; and 

(c) any claim as a result of any recovery by the Issuer or the Guarantors of a payment or discharge on the 
grounds of preference, 

and any amounts which would be included in any of the above but for any discharge, non-provability or 
unenforceability of those amounts in any insolvency or other proceedings; 

“LIBID” means the London inter-bank bid rate; 
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“LIBOR” means the London inter-bank offered rate; 

“Licence” shall have the same meaning as Instrument of Appointment; 

“Licensed Undertaker” means SWS or any successor which is a member of the Group; 

“LIMEAN” means the London inter-bank mean rate; 

“Loan Facility” means a loan facility made available to the Issuer or the Guarantors; 

“London Stock Exchange” means The London Stock Exchange Plc; 

“Majority Secured Creditors” means: 

(a) in respect of any Special Decisions, such Secured Creditor Representative or Secured Creditor 
Representatives representing at least in the aggregate 66 2/3 per cent. of Total Commitments; and 

(b) in respect of any Ordinary Decisions, such Secured Creditor Representative or Secured Creditor 
Representatives representing greater than in the aggregate 50 per cent. of Total Commitments; 

“Member State” means the member states of the European Union; 

“New Global Note” or “NGN” means new global note; 

“New Safekeeping Structure” or “NSS” means the new safekeeping structure which applies to Registered 
Notes held in global form by a Common Safekeeper for Euroclear and Clearstream, Luxembourg and which is 
required for such Registered Notes to be recognised as eligible collateral for Eurosystem monetary policy and 
intra day credit operations; 

“Non-Regulated Entity” means any member of the Group from time to time other than a member of the 
SWS Financing Group; 

“Non-Regulated Group” means the Guarantors and each of their Non-Regulated Subsidiaries; 

“Non-Regulated Subsidiary” means any Subsidiary of the Guarantors which is a Non-Regulated Entity; 

“Note Documents” means the Notes, the Trust Deed, the Senior Finance/Issuer Loan Agreement, the 
Dealership Agreement, the Agency Agreement, any Note Hedging Agreement and any Additional Note 
Documents; 

“Note Hedging Agreement” means any master agreement, confirmation, schedule or other agreement entered 
into or to be entered into by the Issuer and a Note Hedge Counterparty for the purpose of hedging interest rate 
liabilities in relation to any Series or Tranche of Notes; 

“Note Hedge Counterparty” means a person which has become a party to the Intercreditor Agreement as a 
Note Hedge Counterparty in accordance with the provisions of the Intercreditor Agreement; 

“Note Trustee” means Deutsche Trustee Company Limited at the date of this Prospectus and, where the 
context so admits, includes any other note trustee for the time being appointed pursuant to the Trust Deed; 

“Noteholder” has the meaning given to it in the Conditions; 

“Notes” means the medium-term notes to be issued by the Issuer pursuant to the Dealership Agreement, 
guaranteed by the Guarantors, constituted by the Trust Deed and for the time being outstanding or, as the 
context may require, a specific number of them; 

“Obligors” means the Issuer and the Guarantors; 

“Official List” means the official list of the U.K. Listing Authority; 
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“Ofwat” means the Water Services Regulation Authority for England and Wales, including any successor 
body or office; 

“Ordinary Decision” means any decision of the Majority Secured Creditors which is not a Special Decision; 

“Original Hedge Counterparties” means those parties identified as Original Hedge Counterparties in the 
Intercreditor Agreement; 

“Original Hedging Agreements” means the hedging agreements made between the Issuer and the Original 
Hedge Counterparties; 

“Out-turn Inflation” means: 

(a) for any period for which the relevant indices have been published, the actual inflation rate applicable 
to that period determined by reference to movements in the RPI and adjusted, as appropriate, in the 
case of capital additions, for any difference between: 

(i) the actual movement of national construction costs, as evidenced by the Construction Output Price 
Index used by Ofwat (or any other index specified by Ofwat) relative to the RPI from their base 
levels as used in the most recent Periodic Review or IDOK (as provided for in the Instrument of 
Appointment); and 

(ii) the relative movement of those indices as projected by Ofwat for the purposes of that Periodic 
Review or interim determination; and 

(b) for any period for which the relevant indices have not yet been published, the inflation rate applicable 
to that period determined by reference to forecast rates consistent with the average monthly movement 
in those indices over the most recent 12 months for which published indices are available. 

“Participating Member State” means any member state of the European Union that adopts or has adopted 
the euro as its lawful currency in accordance with legislation of the European Union relating to Economic and 
Monetary Union; 

“Partly Paid Notes” means those Notes where the issue price is payable in more than one instalment;  

“Paying Agents” means the persons (including the Issuing and Paying Agent) referred to as such in the 
Conditions or any Successor Paying Agents, in each case, at their respective specified offices; 

“Periodic Review” means the periodic review of K (as that term is defined in the Instrument of Appointment) 
as provided for in Condition B of the Instrument of Appointment; 

“Permanent Dealers” means all Dealers in respect of the Programme and excludes those appointed as such 
solely in respect of one or more specified Tranches; 

“Permanent Global Note” means a Global Note representing Bearer Notes of one or more Tranches of the 
same Series, either on issue or upon exchange of a Temporary Global Note, or part of it; 

“Permitted Distribution” means the payment of a dividend, any other distribution or payment of any 
amount, in each case where such payment is made to enable to make payments in respect of any tax liabilities, 
employment costs, insurance premia or professional advisers' fees incurred by it, provided that, in the case of 
employment costs, insurance premia or professional advisers' fees, such costs, premia and fees in aggregate 
shall not exceed £500,000 (or its equivalent) in any Accounting Period; 

“Permitted Enforcement Action” means the steps that a Secured Creditor is entitled to take to enforce its 
rights against an Obligor provided by the terms of the Intercreditor Agreement and summarised in the section 
entitled “Intercreditor, Enforcement and the Facilities Agreement” of this Prospectus; 

“Permitted Financial Indebtedness” means Financial Indebtedness: 
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(a) arising under any of the Finance Documents; 

(b) arising under any Subordinated Debt; 

(c) arising under a foreign exchange transaction for spot or forward delivery entered into in connection 
with protection against fluctuation in currency rates where that foreign exchange exposure arises in the 
ordinary course of trade or in respect of utilisations made under the Facilities Agreement, but not a 
foreign exchange transaction for investment or speculative purposes; 

(d) arising under a Permitted Loan or a Permitted Guarantee; 

(e) arising under any netting or set-off arrangements permitted pursuant to paragraph (c) of the definition 
of Permitted Security, the maximum aggregate net amount of which does not exceed £5,000,000 (or its 
equivalent); 

(f) arising under the Notes, the Note Documents or any Note Hedging Agreement; 

(g) permitted in accordance with the terms of the Intercreditor Agreement; 

(h) of any Obligor arising after the date hereof provided that: 

(i) such additional Financial Indebtedness does not rank senior to the Facilities and the Notes; 

(ii) if such additional Financial Indebtedness is secured (but not otherwise), the creditors (and/or 
their representative) of such Financial Indebtedness accede to the Intercreditor Agreement as 
Secured Creditors on or prior to advancing funds to the Borrower or, as the case may be, a 
Guarantor; and 

(iii) no Event of Default or Potential Event of Default would occur as a result of the incurrence of 
such Financial Indebtedness; 

(i) arising under any bonds issued by Greensands Europe Limited; or 

(j) incurred by the Southern Water Services Financing Group; 

“Permitted Guarantee” means: 

(a) any guarantee arising under any Finance Document, the Notes, the Note Documents or any Note 
Hedging Agreement; 

(b) any guarantee which is permitted under the Facilities Agreement, excluding any guarantee in respect of 
any obligation of any Non-Group Person (as defined in Clause 7.5 of the Trust Deed); 

(c) the endorsement of negotiable instruments in the ordinary course of trade; 

(d) any parent company guarantee or performance or similar bond in each case guaranteeing performance 
by an Obligor under any contract entered into in the ordinary course of trade and any counter-
indemnity in respect of any such bond; 

(e) any guarantee given in respect of any deficit in any pension scheme to the extent that such pension 
scheme is for the benefit of any directors, officers or employees of any member of the Group 

(f) any guarantee given in respect of any cash management, netting or set-off arrangement permitted 
pursuant to paragraph (d) of the definition of Permitted Security; 

(g) any guarantee permitted by the definition of Permitted Financial Indebtedness; 

(h) any customary indemnity given under the terms of any sale and purchase agreement to any purchaser 
of an asset, provided that such indemnity is capped at an amount not exceeding the consideration 
received in respect of such asset; and  



 

 
138 

(i) any guarantee not permitted by the preceding paragraphs and the outstanding principal amount of 
which does not exceed £5,000,000 (or its equivalent) in aggregate for the Non-Regulated Group at any 
time;  

“Permitted Loan” means: 

(a) any trade credit extended by an Obligor to its customers on normal commercial terms and in the 
ordinary course of its trading activities; 

(b) a loan made by an Obligor to a member of the Group (including under the Senior Finance/Issuer Loan 
Agreement); 

(c) any loan made pursuant to any Finance Document, the Notes, the Note Documents or any Note 
Hedging Agreement; and 

(d) any loan not otherwise permitted above (other than a loan made by one member of the Group to 
another member of the Group) if the amount of that loan when aggregated with the amount of all other 
loans made under this paragraph (d) does not exceed £5,000,000 (or its equivalent) at any time; 

“Permitted Security” means: 

(a) any Security or Quasi-Security arising under any Finance Document (including any Security 
Document), the Notes, the Note Documents or any Note Hedging Agreement; 

(b) any lien arising by operation of law and in the ordinary course of trading and not as a result of any 
default or omission by any member of the Non-Regulated Group; 

(c) any cash management, netting or set-off arrangement entered into by any member of the Non-
Regulated Group in the ordinary course of its banking arrangements for the purpose of netting debit 
and credit balances of members of the Non-Regulated Group; 

(d) any payment or close out netting or set-off arrangement pursuant to any hedging transaction entered 
into by a member of the Non-Regulated Group for the purpose of: 

(i) hedging any risk to which any member of the Non-Regulated Group is exposed in its ordinary 
course of trading; or 

(ii) its interest rate or currency management operations which are carried out in the ordinary 
course of business and for non-speculative purposes only, 

excluding, in each case, any Security or Quasi-Security under a credit support arrangement in relation 
to a hedging transaction; 

(e) any Security or Quasi-Security arising under any retention of title, hire purchase or conditional sale 
arrangement or arrangements having similar effect in respect of goods supplied to a member of the 
Non-Regulated Group in the ordinary course of trading and not arising as a result of any default or 
omission by any member of the Non-Regulated Group; 

(f) any Security or Quasi-Security arising as a result of a disposal which is not otherwise prohibited by the 
terms of the Facilities Agreement, the Notes, the Note Documents or any Note Hedging Agreement; 

(g) any cash collateral required from time to time in respect of any performance bond or guarantee, subject 
to the aggregate amount of such cash collateral not exceeding £5,000,000 (or its equivalent) at any 
time; 

(h) any Security or Quasi-Security permitted under the terms of the Intercreditor Agreement; or 

(i) any Security or Quasi-Security securing indebtedness the outstanding principal amount of which 
(when aggregated with the outstanding principal amount of any other indebtedness which has the 
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benefit of Security or Quasi-Security given by any member of the Non-Regulated Group other than 
any permitted under paragraphs (a) to (h) above) does not exceed £5,000,000 (or its equivalent in other 
currencies); 

“Permitted Transaction” means:  

(a) any disposal required, Financial Indebtedness incurred, guarantee, indemnity or Security or Quasi-
Security given, or other transaction arising, under the Notes, the Note Documents or any Finance 
Document; 

(b) the solvent liquidation or reorganisation of any member of the Group which is not an Obligor so long 
as any payments or assets distributed as a result of such liquidation or reorganisation are distributed to 
other members of the Group; 

(c) transactions conducted in the ordinary course of trading on arm's length terms;  

(d) any transaction in connection with any Finance Document, the Notes, the Note Documents or any Note 
Hedging Agreement; 

(e) any transaction in relation to the acquisition of the retail part of the business of SWS by any member 
of the Non-Regulated Group, or in relation to the separation (by contract or otherwise) of part of such 
business, in each case where such transaction is in preparation for or otherwise in connection with the 
introduction of retail competition in the water markets in England; 

(f) any corporate reconstruction of the Group (including, but not limited to any capital reduction of a 
member of the Group, the insertion of any new holding companies or any tax restructurings) provided 
that the Obligors continue to comply with the financial covenants set out in the Trust Deed and more 
particularly described in “Overview of the Key Documents - Trust Deed – Financial Covenants”; and 

(g) any other transaction agreed to by the Note Trustee (if directed to do so by an Extraordinary 
Resolution of the Noteholders); 

(h) any arrangement or contract constituted by or pursuant to any other transaction expressly permitted 
under the terms of the Finance Documents; and 

(i) any other transaction required to be entered into pursuant to any statutory or regulatory obligations 
and/or as a result of any relevant change in law provided that such transaction would not have a 
material adverse effect. 

“Permitted Tax Loss Transactions” means any surrender of tax losses or agreement relating to tax benefit or 
relief (including for the avoidance of doubt an election under section 171A of the Taxation of Chargeable 
Gains Act 1992) or other agreement relating to tax between: 

(a) any member of the Southern Water Services Financing Group (other than SWS if it is the company 
making the surrender or providing the benefit or relief); or 

(b) SWS and any other member of the Southern Water Services Financing Group provided that: 

(i) a payment is made by the company receiving the benefit, tax loss or relief made available under a 
transaction pursuant to paragraph (b) above (the “Recipient Company”) which is equal to the tax 
saved by the Recipient Company; and 

(ii) the payment for any such benefit, tax loss or relief is made within 30 days of the claim being made 
by the Recipient Company to include the benefit, tax loss or relief in the tax return (whether the 
tax return originally filed or an amendment to that tax return) it files with the HM Revenue & 
Customs; 
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“Positive Value” means in respect each Hedge Counterparty, the positive amount (if any) due to that Hedge 
Counterparty from the Issuer or any Guarantor (as applicable) following termination of the relevant Hedging 
Agreements due to Enforcement Action; 

“Potential Event of Default” means an event or circumstance that would, with the giving of notice, lapse of 
time, issue of a certificate and/or fulfilment of any other requirement provided for in Condition 10 (Events of 
Default), become an Event of Default; 

“Programme” means the £1,000,000,000 guaranteed secured medium term note programme established by 
the Issuer and listed on the PSM; 

“Programme Limit” means the maximum aggregate nominal amount of Notes that may be issued and 
outstanding at any time under the Programme, as such limit may be increased pursuant to the Dealership 
Agreement; 

“Prospectus Directive” means Directive 2003/71/EC and includes any relevant implementing measure in 
each Relevant Member State; 

“PSM” means the London Stock Exchange’s Professional Securities Market; 

“Quasi-Security” means: 

(a) the sale, transfer or disposal by any other means of assets on terms whereby they are or may be leased 
to or re-acquired by an Obligor or any Non-Regulated Subsidiary; 

(b) the sale, transfer or disposal by any other means of receivables on recourse terms; 

(c) the entry into any arrangement under which money or the benefit of a bank or other account may be 
applied, set-off or made subject to a combination of accounts; or 

(d) entry into any other preferential arrangement having a similar effect, 

in circumstances where the arrangement or transaction is entered into primarily as a method of raising 
Financial Indebtedness or of financing the acquisition of an asset; 

“Rating Agencies” means Fitch Ratings Ltd. and Standard and Poor’s Rating Services; 

“RAV” means, in relation to the last day of each Test Period, the regulated asset value for such date as last 
determined (excluding draft determinations) and notified to the Licensed Undertaker by the Board of Ofwat at 
the most recent Periodic Review or IDOK or other procedure through which the Board of Ofwat may in future 
make such determination on an equally definitive basis to that of a Periodic Review or IDOK (interpolated as 
necessary and adjusted as appropriate for Out-turn Inflation) provided that, for the purposes of calculating 
the RAV for any Test Period for which there is no Final Determination, the RAV shall be the Licensed 
Undertaker’s good faith estimate of its regulated asset value on the last day of such Test Period; 

“Receiptholder” means the holders of Receipts; 

“Receipts” means the receipts for the payment of instalments of principal in respect of Bearer Notes of which 
the principal is repayable in instalments or, as the context may require, a specific number of them and 
includes any replacement Receipts issued pursuant to the Conditions; 

“Redemption Amount” means the Final Redemption Amount, Early Redemption Amount or Optional 
Redemption Amount, as the case may be, all as defined in the Conditions; 

“Register” means the register maintained by the Registrar; 

“Registered Holder” means the person in whose name a Registered Note is registered; 

“Registered Note” means a Note in registered form;  
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“Registrar” means the person named as such in the Conditions or any Successor Registrar, in each case at its 
specified office; 

“Regulated Asset Ratio” means the ratio of Consolidated Total Net Debt to RAV; 

“Regulated Business” means the business of a “relevant undertaker” (as that term is defined in the WIA) in 
the United Kingdom carried out by the Southern Water Services Financing Group; 

“Regulated Entity” means any member of the Southern Water Services Financing Group which carries out 
Regulated Business; 

“Regulation S” means the Regulation S adopted under the Securities Act; 

“Relevant Factor” means an index or formula, the prices of securities or commodities, the movements in 
currency exchange rates or other factors, used to determine the principal or interest under the Notes; 

“Relevant Implementation Date” means the date on which the Prospectus Directive is implemented in that 
Relevant Member State; 

“Relevant Member State” means each Member State of the European Economic Area which has 
implemented the Prospectus Directive;  

“Responsible Person(s)” means the Issuer and the Guarantors, as applicable; 

“RPI” means the all items retail prices index (RPI) for the United Kingdom published by the Office for 
National Statistics or at any future date such other index of retail prices as may have then replaced it for the 
purposes of Ofwat’s determination of price limits for water and sewerage services; 

“Secured Creditor Accession Deed” means a deed of accession, substantially in the form set out in Schedule 
2 (Form of Secured Creditor Accession Deed) in the Intercreditor Agreement; 

“Secured Creditor Representative” means: 

(a) in respect of the Initial Notes and any Additional Notes, the Note Trustee; 

(b) in respect of the Facilities Agreement, the Facility Agent; 

(c) in respect of a Loan Facility, the agent in respect of that Loan Facility; and  

(d) in respect of a Hedging Agreement, the relevant Hedge Counterparty (representing itself); 

“Secured Creditors” means: 

(a) the Note Trustee (on its own behalf and on behalf of the Noteholders) and the Initial Noteholders; 

(b) the Issuing and Paying Agent, the Transfer Agent, the Paying Agent, the Calculation Agent and the 
Registrar; 

(c) any Additional Note Parties; 

(d) any Finance Parties;  

(e) any Hedge Counterparties; and  

(f) the Security Trustee, 

provided that, for the avoidance of doubt, Noteholders and holders of coupons in respect of Notes may only 
act through the applicable Note Trustee; 

“Securities Act” means the United States Securities Act of 1933 and any subsequent amendments thereto; 
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“Security” means a mortgage, charge, pledge, lien or other security interest securing any obligation of any 
person or any other agreement or arrangement having a similar effect; 

“Security Agreement” means the security agreement between, among others, the Security Trustee, the Issuer 
and the Guarantors dated on or prior to the Effective Date; 

“Security Trustee” means Deutsche Trustee Company Limited or any other security trustee appointed 
pursuant to the Intercreditor Agreement; 

“Senior Finance/Issuer Loan Agreement” means the loan agreement entered into on or prior to the Effective 
Date between the Issuer, Greensands Senior Finance Limited and the Security Trustee on or prior to the 
Effective Date; 

“Series” means a series of Notes comprising one or more Tranches, whether or not issued on the same date, 
that (except in respect of the first payment of interest and their issue price) have identical terms on issue and 
are expressed to have the same series number; 

“Southern Water Services Financing Group” means the “ring-fenced” financing group created pursuant to 
the SWS Financing, which consists of SWS Group Holdings Limited, SWS Holdings Limited, SWS, 
Southern Water Services (Finance) Limited, Southern Water Pension Trustees Limited and Southern Water 
Executive Pension Scheme Trustees Limited (see the diagram under the section entitled “Group Structure of 
Greensands Holdings Limited and its Principal Subsidiaries”); 

“Special Decision” means any decision of the Majority Secured Creditors relating to any matters which:  

(a) would release any of the Transaction Security (unless equivalent replacement security is taken at the 
same time) unless such release is permitted in accordance with the terms of the Intercreditor 
Agreement;  

(b) would change: 

(i) any material definitions which relate to the key structural principles on which the voting 
mechanics of the Special Decisions have been founded; or  

(ii) any of the matters requiring Special Decisions;  

(c) would relate to the removal of the Security Trustee in accordance with clause 14.1.7 of the 
Intercreditor Agreement; or 

(d) relate to any Enforcement Action, 

provided that, for the avoidance of doubt, the Majority Secured Creditors may not take any decisions relating 
to Entrenched Rights without the relevant Secured Creditor’s consent; 

“Specified Currency” has the meaning given to it in the relevant Final Terms; 

“Specified Denomination” has the meaning given to it in the relevant Final Terms; 

“Stabilising Manager(s)” means any Dealer designated as a Stabilising Manager; 

“Sterling”, “Pounds” or “£” means the lawful currency of the United Kingdom; 

“Subordinated Debt” means Financial Indebtedness (ignoring for this purpose the words “(other than 
indebtedness owed by one member of the Group (or an Affiliate) to another member of the Group (or an 
Affiliate))”) which is non-cash pay or, if owed by a Guarantor to any direct or indirect shareholder in such 
Guarantor, which has no mandatory cash pay, which matures after the latest Maturity Date of any Notes and 
which is otherwise subordinated to the Notes or, if owed by a Guarantor to any direct or indirect shareholder 
in such Guarantor, on the same basis as the subordination of that shareholder's initial investment into such 
Guarantors; 
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“Subordinated Lenders” has the meaning given to it in the Intercreditor Agreement; 

“Subordinated Liabilities” means the Liabilities owed by the Obligors to the Subordinated Lenders; 

“Subsidiary” means a “subsidiary undertaking” as defined in Section 1162 of the Companies Act 2006; 

“Successor” means, in relation to an Agent, such other or further person as may from time to time be 
appointed by the Issuer and the Guarantors as such Agent with the written approval of, and on terms approved 
in writing by, the Note Trustee and notice of whose appointment is given to Noteholders; 

“SWS” means Southern Water Services Limited; 

“SWS Base Prospectus” means the base prospectus in respect of the Southern Water Services (Finance) 
Limited Multicurrency Programme for the issuance of Guaranteed Bonds base prospectus dated, and 
approved by the UK Listing Authority on, 12 April 2011 as from time to time amended, supplemented, 
updated or replaced; 

“SWS Financing” means the corporate restructuring and financing implemented in July 2003, as described in 
the “Risk Factors” section; 

“SWS Financing Group” means Southern Water Services (Finance) Limited, SWS Holdings Limited, SWS 
Group Holdings Limited and SWS; 

 “Talons” means talons for further Coupons or, as the context may require, a specific number of them and 
includes any replacement Talons issued pursuant to the Conditions; 

“TARGET2” means the Trans-European Automated Real-Time Gross Settlement U.K. Express Transfer 
System which utilises a single shared platform and which was launched on 19 November 2007 or any 
successor thereto; 

“Tax” means any tax, levy, impost, duty or other charge or withholding of a similar nature (including any 
penalty or interest payable in connection with any failure to pay or any delay in paying any of the same); 

“TEFRA” means the United States Tax Equity and Fiscal Responsibility Act of 1982; 

“Temporary Global Note” means a Global Note representing Bearer Notes of one or more Tranches of the 
same Series on issue; 

“Test Date” means each Accounting Date from and including 30 September 2011; 

“Test Period” means each period comprising an Accounting Period commencing on or after the Effective 
Date; 

“Total Commitments” means the aggregate of all Commitments; 
“Tranche” means, in relation to a Series, those Notes of that Series that are issued on the same date at the 
same issue price and in respect of which the first payment of interest is identical; 

“Transaction Costs” means all non-periodic fees, costs and expenses, stamp, registration and other Taxes 
incurred by the Obligors or any other member of the Group in connection with the entry into the Note 
Documents and the Finance Documents; 

“Transaction Documents” means: 

(a) the Trust Deed; 

(b) the Senior Finance/Issuer Loan Agreement; 

(c) the Agency Agreement; 
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(d) the Finance Documents (other than the Intercreditor Agreement and the Transaction Security 
Documents); 

(e) the Intercreditor Agreement; 

(f) the Transaction Security Documents;  

(g) any Additional Note Documents; 

(h) any Hedging Agreements; and 

(i) any other Underlying Credit Documents, 

and in each case any agreement specified to be a Transaction Document by the Security Trustee;  

“Transaction Security” means the Security created, evidenced or expressed to be created or evidenced 
pursuant to the Transaction Security Documents; 

“Transaction Security Documents” means each of the documents listed as being a Transaction Security 
Document in the Finance Documents and the Note Documents, including the Security Agreement, together 
with any other document entered into by any member of the Group creating, evidencing or expressed to create 
or evidence any Security over all or any part of its assets in respect of the obligations of members of the 
Group under any of the Finance Documents, the Note Documents or as contemplated by the Intercreditor 
Agreement; 

“Transfer Agents” means the persons (including the Registrar) referred to as such in the Conditions or any 
Successor Transfer Agents, in each case at their specified offices; 

“Treasury Transaction” means any derivative transaction entered into in connection with protection against 
or benefit from fluctuation in any rate, price or index; 

“Trust” includes a superannuation fund, managed investment scheme or custodial responsibility;  

“Trust Deed” means the trust deed dated on or about the date of this Prospectus between the Issuer, the 
Guarantors and the Note Trustee; 

“U.K. Listing Authority” means the Financial Services Authority in its capacity as competent authority 
under FSMA; 

“U.S. Dollars” or “$” means the lawful currency of the United States of America; 

“Variable Rate Notes” means notes with variable interest rates; and 

“WIA” means the Water Industry Act 1991. 
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Limited) 

Registered Office of Greensands Holdings 
Limited 

Southern House 
Yeoman Road 

Worthing 
West Sussex 
BN13 3NX 

Ogier House 
The Esplanade 

St Helier 
Jersey 

JE4 9WG 

Global Co-ordinators 

Deutsche Bank AG, 
London Branch 

1 Great Winchester Street 
EC2N 2DB 

HSBC Bank plc 
8 Canada Square 

London  
E14 5HQ 

 

UBS Limited 
1 Finsbury Avenue 

London  
EC2M 2PP 

Dealers 

Deutsche Bank AG, London Branch 
1 Great Winchester Street 

EC2N 2DB 

HSBC Bank plc 
8 Canada Square 

London  
E14 5HQ 

ING Bank N.V.  
60 London Wall 

London 
EC2M 5TQ 

National Australia Bank Limited 
88 Wood Street 

London 
EC2V 7QQ 

Merrill Lynch International  
2 King Edward Street 

London 
EC1A 1HQ 

UBS Limited 
1 Finsbury Avenue 

London  
EC2M 2PP 

 

Financial Advisor 

N M Rothschild & Sons Limited 
New Court  

St. Swithin's Lane  
London EC4P 4DU 

 
Security Trustee  

Deutsche Trustee Company Limited 
Winchester House 

1 Great Winchester Street 
London EC2N 2DB 
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Note Trustee 

Deutsche Trustee Company Limited 
Winchester House 

1 Great Winchester Street 
London EC2N 2DB 

 
Paying Agent, Transfer Agent and Registrar 

Deutsche Bank Luxembourg S.A.  
2 Boulevard Konrad Adenauer  

L-1115 Luxembourg  
Luxembourg 

 
Issuing and Paying Agent and Calculation Agent 

Deutsche Bank AG, London Branch  
Winchester House 

1 Great Winchester Street 
London EC2N 2DB 

Auditors 

To the Issuer and the Guarantors 

PricewaterhouseCoopers LLP 
First Point,  

Buckingham Gate, 
Gatwick, 

West Sussex  RH6 0NT 
 

Legal Advisers 
To the Issuer and the Guarantors 

in respect of English law 

Linklaters LLP 
One Silk Street 

London EC2Y 8HQ 

To the Dealers 
in respect of English law 

Allen & Overy LLP 
One Bishops Square 

London E1 6AD 

To the Note Trustee and Security Trustee 
in respect of English law 

Allen & Overy LLP 
One Bishops Square 

London E1 6AD 
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