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Damngton Quarnies Limited

Directors’ report and financial statements
31 December 2007

Directors’ report and business review

The directors (the “Directors”) of Darmngton Quarries Limited (the “Company”) present their annual report and the
audited financial statements for the year ended 31 December 2007 References 1n this Directors’ report to *the
Group” cover the operations of Waste Recycling Group Limited and its subsidianes, including the Company

Overview

2007 heralded the start of an excrting future for Waste Recychng Group Lumited (“WRG”) under the ownership of
Fomento de Construcciones y Contratas, S A (“FCC”), which acquired the Group i September 2006 FCC 1s a
large multi-natronal business listed on the Spamsh stock exchange, with operations in Europe, South America and
the United States of Amenca FCC’s principal operations cover public services management, construction, cement
manufacture and real estate

Following the acquisition of the Group, FCC 15 now a leading player i the UK waste management sector and the
Board look forward to the opportunities that are presented to WRG and all of our employees by FCC’s plans to
expand their operations in the UK

The Board see the development of major waste mfrastructure and strategic long-term partnerships as key to our
busmess development and we expect further considerable activity and deployment of Group resources into major
Public Finance Inmitiative {(“PFI”) and Public Private Partnership (“PPP”) schemes and provision of regional facilities
such as the Allington Energy from Waste (“EfW™) plant

The Group remams of the view that EfW will be a key component of some regional waste strategies and m
combination with recycling and recovery operations, backed up by landfill disposal for residues, represents a long
term sustainable solution for meeting 1ts chents diversion targets

Principal activity and business review

The Company’s principal activity 1s stone quarrying and landfil! management

The activities, strategy and nisks affecting the Company are mextricably sumilar to, and dependeat on, those of the
Group and consequently the following narrative relates to the Group including the Company

Waste Recycling Group Limited 1s one of the leading waste management services companies in the UK The Group
and 1ts subsidiary undertakings provide a range of cost effective and environmentally sustamable waste processing,
recycling, disposal and energy recovery services for local authonty and private commercial customers Each year
the Group receives, recycles and disposes of nearly 12 million tonnes of household, commercial and industrial
waste. Through mnovation, service and expertise WRG is committed to working with our local authority partners
and industnal and commercial costomers to respond to often complex and far-reaching waste management
strategies, and to react to the challenge of meeting demanding waste management targets

WRG compnses five mawn divisions -

e North Division — 1s responsible for all WRG’s landfill, transfer, recycling, civic amemty, composting and
recycling operations i the North of England, East Midlands, North Wales and Scotland, for the Waste
Treatment Division which treats hazardous solid and liquid wastes and for Alco, the Cumbrian collection,
treatment and healthcare waste collection business

e  South Division — 1s responsible for all of WRG’s landfill, transfer, recycling, civic amemity, composting
and recycling operations 1in East Anglia, the South East, Lincolnshire, the West Midlands and South Wales
and for the servicing of recycling banks in the eastern part of England

e The Green Energy+ Division — manages Energy from Waste plants at Eastcroft in Nottingham (producing
steam) and at Allington 1n Kent (producing electricity for export) The division also seeks to develop new
opportunities m EfW through ncmeration and energy from alternative fuels and other renewable sources

e Quarries D1vision — operates several quarries in Yorkshure

* Municipal Infrastructure Development Division — created in February 2007 1t has responsibility for
delivering the Group’s PFI, PPP and large capital bids for the local authority market
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Directors’ report and business review (continued)

The Group 15 a key player within the municipal waste management sector, with over 110 contracts with around 60
local anthontres for the provision of a wide range of waste treatment, recyching and disposal services

The RE3 Waste Partnership was the first PFI for WRG and 1ts sister company, RE3 Limited, signed in October 2006
and commencing operations and construction works 1 December 2006 This £600 mullion, 25-year contract with
Reading Borough Council, Bracknell Forest Borough Council and Wokingham Borough Council, 1s highly
successful and 1s proving an excellent demonstration of WRG’s exceptional capabilities in the PFI arena

Durnng 2007, a new £330 mullion, 25 year PFI waste contract aimed at further reducing reliance on landfill while
boosting recycling rates, has been signed by Wrexham County Borough Council with WRG and another sister
company of WRG, WRG Wrexham PFI Limited The project aims to deliver a long term sustainable solution for the
Council’s waste and to enable 1t to meet 1ts targets i relation to waste recycling, composting and landfill diversion,
set by central Government The majonty of waste disposal and handling activities for these PF1 contracts will be met
by the Group

In October 2007, the Group secured from the Environment Agency (“EA”) the release of £34 mullion from an
Escrow Account that had been established for the purposes of firancial provisioning under the performance and
observance of the provisions of the Group’s Waste Management Licences (“WML™) and Pollution Prevention
Control (“PPC”) Permits (including aftercare provisions) In its place, the Group has provided the EA with a three
year renewable umbrella bond, capped at £93 mullien, in favour of the EA.

Objectives, strategy and risk

The Group’s overall strategy 15 to become one of the leading integrated waste management companies m the UK
through the continued creation of value in our business by maximisation of the opportunities presented by new
legislation affecting the waste sector

WRG aims to become the partner of choice for all of our local anthonty, mdustnal and commercial customers Our
objective 1s to achieve sustainable business growth through the retention of existing customers and seeking and
winning new and replacement business on an ongoing basis In addition, we are developing into a key player m the
PFI and PPP market in line with the Group’s strategy and have two major PFI and one PPP partnership under our
management

WRG continues to expand 1its network and range of treatment and recycling services m addition to our landfill sites
It 15 thus business platform which will enable us to continue to meet the needs of our customers as they transition to
long term PFI based solutions

In the UK waste matenals are now bemng viewed as an increasingly important resource WRG 15 taking advantage of
the range of opportunities available to use waste for power generation and to provide recycled matenals

The Group’s other areas of strategic development and performance of the business include

e Services New waste management solutions continue to be developed for both new and existing customers We
pride ourselves on working with our customers to find the best value itegrated solutions that put recycling,
composting and other diversion at the heart of our clients’ waste management strategies

»  Stakeholders The Group 1s working to strengthen relationships with our customers, suppliers, employees,
contractors and other stakeholders mcluding the local communities 1 the areas within which we operate

* Environment The Group strives to achieve environmental best practice across its operations To achieve this,
policies, procedures and performance are kept under continuous review by the Directors and we also maintain
an ongoing close relationship with the relevant regulatory bodies mcluding the Environment Agency and the
Scottish Environment Protection Agency
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Community Waste Recyching Environmental Limited (WREN) 1s the independent distributive environmental
body that admumsters the tax credits generated by the landfill disposal activities of the Group The Landfill
Communities Fund, established by the Government in 1996, allows landfill operators to claim a proportion of
the tax that 15 charged on waste disposed to landfill, and commut it to qualifying projects under the Fund wia
registered bodies such as WREN Approximately £15 million a year 1s allocated by WREN and other registered
environmental bodies to numerous community and environmental projects

Employees The Group aims to enhance the overall quality of our workforce, by providing geod working
conditions, meluding tramning and development opportunities and by careful recruitment processes

The Group’s particular focus areas for 2007 ahgn wiath the objectives published by the EA 1n 1ts Sector Plan for the
waste management mdusiry

Improve health and safety, reduce accidents: The Group treats health and safety as a priority and 1s continually
seeking improvements to ensure a safe environment for all employees and stakeholders In 2007, the Group
repeated, for the third year runming, its target of a 10% reduction 1n the number of reportable njuries
(“RIDDOR”s) These are major mjuries reportable under the Reporting of Injunes, Diseases and Dangerous
Occurrences Regulations 1995 and resulting in more than three days absence WRG’s target 15 in line with the
EA’s Key Performance Indicator (“KPI”) of a 10% improvement in RIDDORS year on year, as published in the
EA Waste Sector Plan

Mitigate impacts on climate change The Group 1s committed to reducing its greenhouse gas emissions and will
continue to report on the reduction of its methane and carbon dioxide emissions 1n 1ts Corporate Social
Responsibility Report At the end of 2007, the Group had a total installed power generation capacity of 253MW
on 1ts landfill sites, managed by outside contractors

Improve the level of comphiance within the regulated community and reduce the frequency and level of illegal

activity The Group understands the responsibilittes of operating m the UK’s highly controlled waste
management ndustry The Board takes these responsibiliies very seriously and as a corporate body 1s
committed to acting as a fit and proper person at all times, 1 accordance with the terminology in its operating
licence and permut conditions During 2007 one Group company was prosecuted for breach of duty of care for
the escape of htter from landfill As a consequence, the Group company has put in place a detailed post
conviction plan In addition, six nen-compliance notices were received There were no Health and Safety
improvement notices n the year

Operating 1 the highly regulated waste management market contans numerous nsks and uncertainties for the
Company In response, the Board has appointed a Risk Committee that actively momtors the key risks that impact
the busmess mcluding the compilation of a comprehensive risk register The Directors regard the following to be the
principal risks and uncertainties affecting the Group and their approach to managing these nsks and uncertainties 15
considered below

Health and Safety Health and safety 15 a key 1ssue for the Group due to the nature of operations including the
use of heavy plant and equipment and difficult working conditions The Group 1s contmually seeking, mn
consultation with the appropnate authorities, opportunities to enhance performance in this area, implementing
expeditiously any improvements 1dentified as necessary Rugorous health and safety training for all employees
15 undertaken and 1s underpinned by detailed policies and procedures The Directors receive regular reports on
health and safety performance affecting the Group’s operations and 1t employs a dedicated team, headed by the
Group Health and Safety Manager to monitor and promote high standards All employees are expected to
recognise their role for achieving high performance on health and safety matters and exhibit this through their
approach and attitude at werk
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e Environmental nsks The Group’s operations are tightly controlled under environmental legislation principally
by the Environment Agency m England and Wales and the Scottish Environment Protection Agency m
Scotland Compliance with all environmental legislation pertinent to the Group’s activities 18 8 minimum
requirement The Directors Teceive regular reports on environmental comphance at the Group’s sites and
environmental compliance 1s monitored and controlled by a dedicated WRG team The Group has adopted a
forma! environmental policy, which was reviewed and revised in 2007 and there are detailed environmental
procedures to enable compliance with environmental legislation

»  Major disruption/disaster ‘The Group, as part of 1ts rsk management programme, has developed busmess
continuty planning for its operations  As part of this plannung the Group has developed plans to accommodate
the diversion of waste from single or multiple sites in the event of major disruption or disaster affecting a site or
region WRG’s IT systems are managed by a specialist IT services company to ensure full business continuity

e The effect of new legslation or other regulatory activites The Group monitors forthcoming and current
legislation regularly to ensure full compliance and to anticipate and assess the tmpact upon its operations Some
muncipal contracts include provisions which allow the Group to pass through certain increased costs arising as
a result of legislative changes which occur durng the Iife of the contracts

e Litigation The Group is subject to litigation from time to time The outcome of legal action 15 always
uncertam and there 1s a nsk that 1t may prove more costly and time consuming than expected There 1s a nsk
that litigation could be nstigated 1n the future which could materially impact the Group In some hability cases
legal expenses are covered by msurance This nsk 1s managed through constant monitoring and having a full
time Director on the board with legal responsibility

s Compettive nsk The Group operates 1 hughly competitive markets Competitors may offer services at rates
below that of the Group To mitigate this risk the Group ensures that 1ts cost base 1s appropriately structured
In addition the Group endeavours to enter into medum and long term waste disposal contracts to guarantee
revenues over the longer term, particularly with 1ts mumecipal customers

» Employees The loss of key employees or the mability to hire experienced management personnel could have a
material adverse effect on the busmess To manage this nisk succession planning for semior positions within the
Group 15 undertaken In addition the acquisitton of the Group by FCC enables the Group to draw on wider
resources from within the FCC group

Future trends and developments

The Directors consider that the business of the Group 1s sound for the immediate future The development of the
business will be subject to numerous factors However the impact of the European Union Landfill Directive and the
diversion of waste away from landfill sites to alternative disposal methods or recyching mtiatives will
fundamentally shape the development of the business going forward Furthermore, the Group plans to work ever
more closely with 1ts municipal and trade customers and to become their partner of choice in developing long term
sustamable methodologies for waste treatment and disposal The need for significant amounts of capital to support
thus transition 15 most likely to lead to consolidation within the waste management industry thereby presenting both
opportunity and risk to the Group
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Results and dividends

The results of the Company for the year ended 31 December 2007 are set out on page 12 The profit for the
financial year amounted to £1,079,000 (2006 £11,573,000) The Company did not pay an intenim dividend during
the year (2006 £14,000,000) and furthermore the Directors do not propose payment of a final dividend (2006 mil)
The retained profit of £1,079,000 (2006 retamned loss £2,427,000) has therefore been transferred to (2006
withdrawn from) reserves

Other Financial and Non-Financial Key Performance Indicators (KPI’s)

To help deliver the strategy and to assist in managing operational performance of the business, the following KPIs
form part of the tools used by management to monitor business performance

EBITDAP - earmings before iterest, tax, depreciation, amortisation, provisions and exceptional items
This 15 used as a management tool on a site by site basis as it 1s a measure of performance including
revenues and costs which can be directly controlled by site It 1s also used for the busmess as 2 whole as a
measure of cash flow.

2007 2006

£000 £000

EBITDAP 2,164 2,354
EBITDAP from contmuing operations 2,164 1,908

ROCE

Return on capital employed (ROCE) — defined as profit before tax divided by net assets  This 1s used as a
measure of performance across the Group and in sumilar busmnesses where there 1s a requurement for regular
and high levels of capital investment

2007 2006
% %
23.2 3155

Both the Company's EBITDAP and ROCE are 1 line with Directors’ expectations

Total ROCE reduced m 2007, pnncipally because 2006 included the profit on sale of the renewable energy
business

WRG’s mamn safety KPI over recent years has been the Reportable Incidence Rate (“RIR™) per 100,000
employees for RIDDOR reportable mcidents This meludes both major ncidents and incidents leading to
over three days absence from work This 1s a common KPI in the industry In 2007, WRG achieved a 14%
improvement 1 RIR over the prior year (1,450 versus 1,687 n 2006) WRG also achieved 1ts target of a
10% reduction in the number of RIDDORs Major mcident causation factors are the focus for
improvement going forward via a campaign of toolbox talks, posters and e-learming
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» WRG operates an Environmental Management System (“EMS”) that conforms to the ISO 14001 standard
The key environmental aspects of our activities are 1dentified 1 the EMS as landfill gas and leachate
emissions to the surrounding receptors The KPIs for each of these activities are set at every landfill site
and reported on a monthly basis, both individually and 1n aggregate The KPI for landfill gas relates to the
proportion of gas migration monitoring peints sampled that are comphant within given limits. The KPI for
leachate, relates to the proportion of leachate level monitoring pomts that are compliant

¢ For landfill gas migration, the average KPI comphance mn 2007 was 92 8% (2006 93 2%) We continue to
monitor performance in this area and have a program of cappmng 1n 2008 to improve this measure

e Leachate monitorng continues in accordance with our permuts, although 1t should be noted that re-1ssued
permits have varied the complance levels at some sites The re-1ssue of permts at some sites 1S
outstanding, and therefore the reliabihity of the leachate compliance KPI needs to reflect this uncertainty
Based on the consolidation of momitoring data, the comparison between December 2006 and December
2007 shows a 10 1% mmprovement 1n the average comphance of the Group’s sites (51 3% 1n 2007 versus
41 2% m 2006) Taking into consideration the high levels of ramnfall m 2007 this result 1s encouraging It
1s anticipated that the progression of the Group leachate strategy, and our continuation of capping (and
catch-up capping) works should further improve the overall leachate picture in 2608

e During 2007, WRG commenced the development of an Integrated Management System (*IMS™) that
mcluded registration to ISO9001 for Quality Management and ISO18001 for Health and Safety
management system procedures The implementation of an mtegrated approach to WRG’s management
systems accommodates our growing needs and demands for the governance of organisational risk and will
define the specification of common management standards The benefits of such an mtegrated approach
often mclude improved business focus meluding less conflict between systems, a reduction m duplcation
and bureaucracy and umproved mtemal and external audst efficiency

Directors

The Directors who served as directors of the Company during the year ended 31 December 2007 and up to the date
of this report were as follows

JR Meredith
LJD Cassells
SN Hardman

SN Jennings
Employees

The professionalism and commitment shown by our employees over the last year, during which time many
structural and orgamisational changes have taken place, has been a major contribution to the successful integration of
WRG mnto the FCC Group The Board would like to thank all employees for their hard work and commitment during
what has been another challenging and eventful year

In 2007 there was an average workforce of 1,157 staff The Group’s employee turnover of 14.1% for 2007
(2006 16.7%) 1s less than the national average of 22 9% reported for the private sector m 2007

The Group 1s commuitted to ensuring that our policies and practices reflect HR best practices for the whole life-cycle
of our employment relationship and our policy of equal opportumty gives all employees the same opportunity to
succeed, urespective of age, race, nationality, ethnic ongimn, disability, membership of a trade union, sex or martial
status  The Group has a structured traming and development programme and 1s fully committed to ensuring that all
employees have the necessary skills and knowledge to do therr jobs effectively Subject to the nature of its
businesses i the waste management ndustry, the policy of the Group 1s to ensure that there are fair opportunities
for the employment and trammung of disabled persons
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The Board are committed to mamntainmng the highest standards of honesty, openness and accountabiity and
recognise that employees have an important part to play i achieving this goal All employees are encouraged to
report any concerns they may have over wrongdomg at work via the internal reporting system Alternatively, WRG
has engaged an mdependent confidential reporting (whistleblowing) service, should employees have concerns that
they do not feel comfortable disclosing directly to management

WRG conducts an annual independent and confidential employee survey through an external partmer The survey 1s
used to obtam feedback from employees about workmg for the Group and the findings are used to respond to areas
1dentified for improvement The results of the last survey were very positive and told us that 76% of employees were
proud to work for WRG and 75% said that their work gives them a feeling of personal accomplishment

The Directors recogmse the importance of commumecation with employees and members of the Executive
management team regularly visit sites and discuss with staff, matters of current interest and concern to the busness
In addition, there 15 a monthly Team Brief, whereby the Executive report on the month’s successes and performance
to the entire Group and all employees are given the opportunity to ask questions te the Executive management team
An in-house magazine 15 also published on a regular basis

Elective Regime

On 31 July 2003 the Company passed elective resolutions m accordance with section 379A of the Companies Act
1985 as amended (the “Act™) to dispense with the formalities of

e the laymg of accounts and reports before the Company 1n general meeting (section 252 of the Act),
e the holdmg of annual general meetings (section 366A of the Act), and
e the obhgation to appoint auditors annually (section 386 of the Act)

Section 253(2) gives members the right to require the laying of accounts before the Company in general meeting To
exercise such right, a member must give notice m writing to that effect deposited at the registered office of the
Company within 28 days of the day on which the report and financial statements are sent out m accordance with
section 238(1) of the Act

Disclosure of information to auditors

The Drrectors who held office at the date of approval of this Directors’ Report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and each Director has
taken all the steps that he ought to have taken as a Director to make himself aware of any relevant audrt mformation
and to establish that the Company’s auditors are aware of that information

Auditors

Pursuant to a shareholders’ elective resolution passed on 31 July 2003, the Company 1s not obliged to reappount 1ts
auditors annually and KPMG LLP will therefore continue 1n office

By order of the board

JM Bolton
Compary Secretary 19 March 2008
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Statement of Directors’ responsibilities in respect of the Directors’ report and the
financial statements

The Drrectors are responsible for preparing the Directors’ report and the financial statements 1n accordance with
applicable law and regulations

Company taw requires the Directors to prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice)

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 pertod

In preparing these financial statements, the Directors are required to
w select suitable accounting policies and then apply them consistently,
= make judgments and estimates that are reasonable and prudent,

m state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explamed 1n the financial statements, and

m prepare the financial statements on the going concern basis unless 1t 15 mappropnate to presume that the
Company will continue 1n business

The Drrectors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
tune the financial position of the Company and enable them to ensure that its financial statements comply with the
Companies Act 1985, They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the Company and to prevent and detect fraud and other nregularities
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Independent auditors’ report to the members of Darrington Quarries Limited

We have audited the financial statements of Darington Quaines Linuted for the year ended 31 December 2007
which compiise the Profit and Loss Account the Balance Sheet and the related notes These financial siatemenis
have been prepared under the accounting policies set out theremn

This 1eport 1s made solely to the Company's members as a body 111 accordance with section 235 of the Compames
Act 1985 Our audit work has been undertaken so that we nught state to the Company's membeis those matters we
are 1equired (o state to them mn an auditor's repoit and for no other purpose To the fullest extent peinutied by law
we do not accept o assume 1esponsibility 1o anyone other than the Company and the Company's membeis as a
body fot out audit work for this teport o1 for the opimions we have foimed

Respectiy ¢ responsibilities of directors and auditors

The duecctois’ 1esponsibilities for prepanng the financial statements m accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounung Practice) are set out n the Statement of Duectors’
Responsibilitics on page 9

Ouw 1esponsibility ts to audit the financial statements in accordance wiath 1elevant legal and 1egulatory 1equirements
and International Standaids on Audimg (UK and Ireland)

We 1epoit o you our opmion as to whether the financial statements give a tue and fair view and are properly
piepaied 1 accordance with the Companies Act 1983 We also report to you whether 1n our opaimion the mformation
gnen n the Ducctors’ Repoit 1s consistent with the financial statements

In addition we 1epoit 1o you 1if m out opnuon the Company has not kept proper accounung records 1f we have not
recerved all the mformation and explanations we requiie for our audit or if information specified by law regarding
duectos’ iemuneiauon and other ttansactions 1s not disclosed

We read the Dunectors’ Report and constder the implications for our 1epot 1f we become aware of any apparent
nusstatements within i

Basis of audit opinion

We conducted ow audit i accordance with International Standaids on Audiing (UK and Lieland) 1ssued by the
Audiing Practices Board An audis includes exanunanion on a test basis of evidence relevant to the amounts and
chscloswies in the financial statemenis It also includes an assessment of the significant esimates and judgmenis
made by the dueciors n the prepatanon of the financial statements and of whether the accounting policies ate
apptopnate 1o the Company's cicumstances consisiently applied and adequately disclosed

We planned and performed our audit so as to obtain all the mformation and explanatons which we considered
necessary n order to provide us with sufficient evidence 10 give reasonable assurance that the financial statements
ate fiee from matenal nusstatement whether caused by fiaud or other inegularity ot error In foinung our opinion
we also evaluated the overall adequacy of the presentation ot information 1n the financial statements




Independent auditors’ report to the members of Darrington Quarries Limited
(continued)

Opinion
In our opinmion

»  the financial statements give a true and farr view, n accordance with UK Generally Accepted Accounting
Practice, of the state of the Company's affairs as at 31 December 2007 and of 1ts profit for the year then ended,

=  the financial statements have been properly prepared m accordance with the Compamies Act 1985, and

*  the mformation given in the Directors' Report 1s consistent with the financial statements

KPme Lo
KPMG LLP 3( MW\zoos

Chartered Accountants
Registered Auditor




Profit and loss account
year ended 31 December 2007

Turnover
Cost of sales

Gross profit
Administrative expenses

Operating profit
Profit on disposal of discontinued operations

Profit on ordinary activities before interest

Income from fixed asset investments
Net interest payable

Profit on ordinary activities before taxation
Tax on profit on ordnary activities

Profit for the financial year

All results for the year ended 31 December 2007 derive from contmuing operations

Note

16

Contmuing

Total operations
2007 2006
£000 £000
9,451 8,550
(7,318) (7,096)
2,133 1,454
(T94) {1,058)
1,339 396
1,339 396

(26(;)

1,079

1,079

Darnington Quarnes Limited
Directors’ report and financial statements

Discontinued
operations
2006

£000

667
(470)

197

197
4,737

4,934

31 December 2007

Total
2006
£000

9,217
(7,566)

1,651
(1,058)

593
4,737

5,330

6,000
43)

11,287

11,573

There are no recognised gans and losses mn erther the financial year ended 31 December 2007 or previous financial
year other than as stated 1n the profit and loss account Therefore, no separate statement of total recognised gamns

and losses has been presented




Balance sheet
at 31 December 2007

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Debtors amounts due within one year
Debtors amounts due after more than one year

Total debtors
Cash at bank and 1n hand

Creditors* amounts falling due within one year
Net current assets

Total assets less current habilities

Provisions for habilities and charges
Net assets

Capital and reserves
Called up share capital
Share premium account
Revaluation reserve
Profit and loss account

Equity shareholders’ funds

1!
12

13

14

15

i6
16

Damngton Quames Limuited
Directors’ report and financial statements

31 December 2007

2007 2006
£000 £000
3,994 4,278
5,458 5,558
1 1
9,453 9,837
14,717 13,571
871 1,097
15,588 14,668
1 -
15,589 14,668
(13,033) (12,568)
2,556 2,100
12,009 11,937
(7,353) (8,360)
4,656 3,577
10 10
26 26
1,783 1,824
2,837 1,717
4,656 3,577

Theée financy tements were approved by the board of Directors on 19 March 2008 and were signed on its behalf

b

LJD Cassells
Director

13




Note of historical cost profits and losses
year ended 31 December 2007

Profit on ordinary activities before taxation
Difference between historical cost depreciation charge and the actual
depreciation charge calculated on the revalued amounts

Histonical cost profit on ordinary activities before taxation

Historical cost profit for the year after taxation and dividends

Reconciliation of movements in shareholders® funds
year ended 31 December 2007

Profit for the financial year
Dividends

Net addition to/(reduction) in shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds

Darrington Quarnes Limited

Directors’ report and financial statements
31 December 2007

2007 2006
£000 £000
1,079 11,287
41 41
1,120 11,328
1,120 11,614
2007 2006
£000 £000
1,079 11,573
- (14,000)
1,079 (2,427)
3,577 6,004
4,656 3,577

14
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Notes
(forming part of the financial statements)

1 Accounting pohcies

These financial statements are prepared in accordance with applicable United Kingdom accounting standards

The following accounting policies have been applied consistently in dealing with items which are considered
material 1n relation to the financial statements

Accounting convention

The financial statements are prepared under the historical cost convention, as modified by the revaluation of certan
freehold and leasehold land

Cash flow statement

The Company has taken advantage of the exemption, conferred by Financial Reporting Standard 1 (Revised) from
presenting a cash flow statemnent as it 1s an mdirectly wholly owned subsidiary of a group which has prepared a
consolidated cash flow statement

Consolidation

The Company has claimed exemption from the preparation of consohdated financial statements under section 228 of
the Companies Act 1985 as 1t 15 a subsidiary of a group which has prepared consolidated financial statements
Accordingly, these financial statements present information about the Company and not the group

Goodwill

Purchased goodwill, representing the excess of purchase price over the fair value of the assets acquired, 15
capitalised and 1s bemng written off on a straight-line basis over 1ts estimated useful hfe up to a maxumum of 20
years The Directors regard 20 years as a reasonable maximum for the estimated useful life of goodwill

Tangible fixed assets

Tangible fixed assets are stated at cost Depreciation 1s provided on tangible fixed assets m use at rates calculated to
write off the cost less residual value of each asset as follows

Freehold bulldings - over 25 to 50 years

Freehold landfill sites, leasehold

properties and hcence agreements - based on the void used in the peniod as a proportion of total void
Plant and machmery - over 3 to 20 years

Motor vehicles - over 4 years

No depreciation 1s provided for on freehold land

Expenditure on freehold landfill sites and leasehold properties includes engneering costs Elements of these costs
are classified according to their expected economic hfe and depreciated accordingly 1n proportion to the rate that
waste 1s deposited  All other assets are depreciated on a straight-lne basis

On adoption of FRS 15, the transitional provisions were applied and therefore previous valuations will be
mamtained

Investments
Investments are stated at cost less provision for any impairment
Post Retirement Benefits

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs and
other post-refirement benefits 1s the contnibutions payable in the year Differences between contributions payable 1n
the year and the contributions actually paid are shown as either accruals or prepayments in the balance sheet
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Darnngton Quarrtes Limited

Directors’ report and financial statements
31 December 2007

Notes (continued)
1 Accounting policies (conninued)

Decommissioning and after-care costs

Full provision has been made for the net present value (NPV) of the Company’s mummum unavoidable costs, m
respect of decommissioning habilities at the Company’s landfill sites, which has been capitalised 1 fixed assets

The Company continues to provide for all after-care costs over the life of 1ts landfiil sites, based on the volumes of
waste deposited m the year, since liabilities in relation to these costs increase as waste 15 deposited

All long term provisions for decommissioning and aftercare costs are calculated based on the NPV of estimated
future costs Current cost estimates are inflated at 2 5 per cent and discounted at 5 per cent to calculate the NPV
The effects of the unwinding of the discount element on existing provisions are reflected as a financial item

Turnover
Turnover represents invoiced sales of goods and services including landfill tax, but excluding value added tax
Taxation

The charge for taxation 1s based on the result for the year and takes into account taxation deferred because of timing
differences between the treatment of certain 1items for taxation and accounting purposes

Deferred tax 1s recognised with discounting n respect of all timing differences between the treatment of certain
items of taxation and accountmg purposes which have arisen but not reversed by the balance sheet date, except as
otherwise requred by FRS 19

2 Turnover

All turnover was generated 1n the United Kingdom principally from stone quarrying and landfill management
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Darnington Quarries Limited

Directors’ report and financial statements
31 December 2007

Notes (continued)

3 Profit on ordinary activities before taxation

2007 2006
Profit on ordinary activities before taxation 1s stated after charging/(crediting) £000 £000
exceptional items
Included n cost of sales
-(Decrease)/increase 1n decommissioming and aftercare provisions on revision of - 412
estimate of future costs (note a)

Profit on disposal of discontinued operations (note b) - (4,737)

Profit on ordinary activities before taxation is stated after chargmg/(crediting):

Depreciation of tangible fixed assets 448 688
Profit on sale of fixed assets 11 (46)
Amortisation of goodwill 284 284
Operating leases — hired plant and machinery 403 268
Operating leases — hired land and buildings 24 15

(a) Reassessment of the Company’s obligation for decommissioning and after-care costs in respect of landfill sites

(b) On 16 May 2006 the Company sold the trade and net assets of 1ts entire Waste-to-Energy division to Infinis
Operations 2 Limted (formerly WRG Operations 2 Limuted) for £9,900,000 Consideration was settled through
the intercompany account on which interest was received until 27 September 2006 (note 5)

Auditors’ remuneration 1n respect of audit fees has been met by Waste Recycling Limited, a fellow subsidiary
undertaking of Waste Recycling Group Limited

4 Information regarding Directors and employees

None of the Directors received any remuneration or other benefits through the Company during the year ended 31
December 2007 or the year ended 31 December 2006 They are all remunerated as directors or employees of Waste
Recycling Group Limited, an indirect parent company of the Company

2007 2006
£000 £000

Staff costs during the year
Wages and salanes 1,245 1,204
Social secunty costs 130 121
Other pension costs 28 25
1,403 1,350
No No
The average weekly number of employees (including the Directors) dunng the year was 60 60
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Notes (continued)

5 Interest payable and similar charges

Interest recervable and similar income
Other 1nterest recervable (note 3)

Interest payable and similar charges
Unwinding of discount (note 14)

Net interest payable

6 Tax on profit on ordinary activities

Corporation tax

United Kingdom corporation tax at 30% (2006 30%) based on profits for the year

Total current tax charge

Deferred tax
Timing differences, origination and reversal

Tax on profit on ordinary activities

Darrington Quarnes Limited

Directors’ report and financial stalements
31 December 2007

2007 2006
£000 £000
2 205
(262) (248)
(260) (43)
2007 2006
£000 £000
- (286)
; (286)

The total current tax charge for both the current and previous year 1s different to the standard rate of 30% (2006

3{)%%) for the reasons set out i the following reconciliation

Profit on ordinary activities before tax

Tax on profit on ordinary activities at standard rate

Factors affecting charge
Non-taxable 1tems

Depreciation in excess of capital allowances/(Capital

depreciation)

Exempt profit on asset sales

Income from fixed asset investments
Group loss relief claimed

Utlisation of general provisions
Amortisation of goodwill

Site preparation relief

2007 2006
£000 £000
1,079 11,287
324 3,386

- (13)

m excess of 30 (32)

- (1,421)

- {1,800)

(315) 3)

(124) (93)
85 85

- (89)




Notes (continued)

7 Dividends

Intenim drvidend paud of £m] per ordinary share (2006 £1,342 15)

8 Intangible fixed assets

Cost or valuation
At 1 Janmary 2007 and at 31 December 2007

Amortisation
At 1 Januvary 2007
Charge for the year

At 31 December 2007

Net book value
At 31 December 2007

At 31 December 2006

Darmngton Quarries Limited
Directors’ report and financial statements

2007
£000

31 December 2007

2006
£000

14,000

Goodwll
£000

5,689

1,411
284

1,695
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Notes (continued)

9 Tangible fixed assets

Cost

At 1 January 2007

Additions

Disposals

Transfers between group companies and reclassification

At 31 December 2007

Depreciation

At 1 January 2007

Charge for the year

Disposals

Transfers between group companies and reclassification

At 31 December 2007

Net book value
At 31 December 2007

At 31 December 2006

Damington Quarries Limated

Directors’ report and financial statements
31 December 2007

Other
Landfill freehold Plant and Motor

sites property machinery vehicles Total
£000 £000 £000 £000 £000
6,361 5,933 8,725 118 21,137
8 173 178 11 370

- (345) (2,404) 44 (2,793)

2 2) (264) - (264)
6,371 5,759 6,235 85 18,450
5,533 2,236 7,716 94 15,579
- 187 253 8 448

e - (335) (2,392) (44) (2,771)

- - (264) - (264)
5,533 2,088 5,313 38 12,992
838 3,671 922 27 5,458
828 3,697 1,009 24 5,358

The cost of freehold land and bldmmgs included land of £1,182,000 (2006 £1,341,000), which 1s not depreciated

10 Fixed asset investments

Cost and net book value
Investment 1n subsidiary undertaking

2007
£000

2006
£000

The Company owns 100% of the ordinary share capital of Waste Recycling Group (Yorkshire) Limited, a company

which 1s registered m England and Wales

11 Debtors: amounts due within one year

Trade debtors
Amounts owed by group undertakings
Prepayments

2007
£000

10
14,360
347

14,717

2006
£000

13,571

13,571
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Notes (continued)

12 Debtors: amounts due after more than one year
2007 2006
£000 £000
Amounts prepaid to fellow group undertaking 871 1,097
13 Creditors: amounts falling due within one year
2007 2006
£000 £000
Trade creditors 340 -
Amounts owed to parent and fellow subsidiary undertakings 12,568 12,568
Accruals 125 -
13,033 12,568
14 Provisions for habilities and charges
Other Decomm- Landfill
provision issioning aftercare Total
£000 £000 £000 £000
At 1 January 2007 1,014 4,335 3,011 8,360
Charged/(credited) to profit and loss account 130 120 (168) 82
Revision to provisions capitalised n tangible fixed assets (83) - - (83)
Unwinding of discount {note 5) i4 100 148 262
Expended m year (640) (383) (245) (1,268)
At 31 December 2007 435 4,172 2,746 7,353

The Company provides for the estimated cost of decommissiomng 1ts landfill sites at the end of their operational life
and for their subsequent after-care The after-care period 1s generally expected to be 60 years All provisions are
discounted from the date on which the expenditure 1§ expected to ocour

Other provisions mclude the estimated cost of discharging environmental habilities, including current capping of
open landfill areas and the disposal of leachate, which arise during the operational phase of its landfill sites

Deferred taxation
Provided Unprovided
2007 2006 2007 2006
£000 £000 £000 £000
Capital allowances m excess of depreciation (39 - - 50
Short term tumng differences 39 - 61 256
- - 61 306

The Company has unprovided deferred tax assets as there 1s msufficient certainty as to whether events will
materialise to crystallise the deferred tax
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Notes (continued)

15 Called up share capital
2007 2006
£000 £000
Authorised
235,000 ordinary shares of £1 each 25 25
Calied up, allotted and fully paid
10,431 ordinary shares of £1 ecach 10 10
16 Reserves
Share
premium Revaluation Profit and
account reserve loss account Total
£000 £000 £000 £000
At 1 January 2007 26 1,824 1,717 3,567
Profit for the financial year - - 1,079 1,079
Transfer from revaluation reserve to profit and loss reserve - (G2} 41 -
At 31 December 2007 26 1,783 2,837 4,646

17
a)

b)

EE a1

Contingent hahilities

The Company 1s a member of a group VAT registration and as such has contingent liabilities for VAT m
respect of other members of the Group

On 21 December 2006, the Company was a party to the refinancing of Azincourt Investment, SL
“Azincourt” and its subsidiary compames — Azincourt was the company used by Fomento de
Construcciones y Contratas, $ A for the acquisition of Waste Recycling Group Limited and 1ts subsidiary
undertakings, including the Company The Company agreed to advance funds to Azincourt under the
group’s cash pooling arrangements for the purposes of, among other things, the repayment of principal,
interest or other amounts under the Facility Agreement, or the payment of any other costs or expenses
mncurred by Azincourt directly or indirectly in connection with 1ts acquisihion of Waste Recycling Group
Limuted The Company also entered in to a floating charge over all its present and future nghts, title and
interest to the cash pooling account and all amounts credited to 1t n its favour The Facility Agreement was
amended on 27 March 2007 principally reducing the level of the Facility and on 22 June 2007 primarily to
extend a deadline for the release of an escrow account fund from the EA

On 15 January 2007, the Company acceded to a Letter of Credit Facility for £50 milhon with The Royal
Bank of Scotland plc and other subsidianes of Waste Recycling Group Limited, allowing it to have
performance bonds and letters of credit 1ssued on 1ts behalf necessary for the business of the Company
Due to an error in the documentation, the Company was requred to re-accede to the Letter of Credit
Facility on 28 November 2007
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Notes (continued)
18 Operating lease commitments

At 31 December 2007, the Company had the followmg annual commimments m respect of operating leases

Land and buildings Plant and machinery
2007 2006 2007 2006
£000 £000 £000 £000
Which expire

Within one year 6 - 1
In two to five years 15 15 1 7
In over five years 28 53 - -
49 68 5 8

19 Pension contrnbutions

The Company participates 1n the defined contribution scheme operated by Waste Recycling Group Limited on
behalf of 1ts eligible employees The assets of the scheme are held separately from those of the Company
mdependently administered funds

The contributions made by the Company under the schemes during the year were as follows

2007 2006
£000 £000
Defined contribution scheme 27 25

e

20 Related party transactions

In the ordinary course of busmess, the Company also traded with fellow subsidiartes of Waste Recyclmg Group
Limited

In the period prior to the change i the Company’s ultimate parent undertaking on 27 September 2006, the Company
also traded with fellow subsidiaries of WRG Holdings Limited (now Infinis Holdings Limited)

The Company’s Directors have, through historical association, an economic interest m Infinis Capital Limited, an
indirect parent of Infinis Limited Infinis provides gas management services to the Company and the WRG Group
on certan of 1ts sites m accordance with the terms of a Service Level Agreement dated 11 July 2006

The Company has taken advantage of the exemption conferred by FRS 8 from disclosmmg details of these
transactions

21 Ultimate parent company

The Directors regard Fomento de Construcciones y Contratas, S A, a company registered m Spain, as the ultimate
controlling party and the ultumate parent entity

Fomento de Construcciones y Contratas, S A 1s the parent company of the largest group of which the Company 1s a
member and for which group accounts are drawn up Waste Recycling Group Limited 1s the parent company of the
smallest group of which the Company 15 a member and for which group accounts are drawn up Copies of the
financial statements of both Waste Recycling Group Lumited and Fomento de Construcciones v Contratas, S A are
available from the Company Secretary, Ground Floor West, 900 Pavilion Drive, Northampton Business Park,
Northampten, NN4 7RG
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