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Castle Waste Services Limited

Durectors' report and financial statements
30 September 2011

Directors’ report

The directors present their report and the audited financial statements for the year ended 30 September 2011
Principal activity

The principal activity of the company and its subsidiary 1s waste treatment and disposal

Business review

The company trades as Castle Environmental

The company continued to build upon its nnovative approach to hazardous waste management The Board
continues to progress the diversion of wastes away from landfill and towards sustainable reuse and recycling
opportunities

The directors remain confident that the company’s assets will continue to deliver value and returns for all
stakeholders

Principal risks, uncertainties and financial management objectives

The key performance indicators for the business are cash flow and profitability and hence the most significant risks
to the business are those that directly impact on these, which are correlated with general economic activity

The company follows the following financial nsk management policies
Price risk

The business may be affected by rising costs of inputs, although purchasing policies and practices seek to mitigate,
where practicable, such risks

The business continues to offset the risk of competitive pressure through continval improvement mm its customer-
focused activities, providing a good quality service at a market price

Interest rate risk

The company 1s exposed to movements n interest rates and seeks to mitigate such exposure by obtamning facilities
on the most beneficial terms available

Credit risk

Credit risk arises on assets such as trade debtors Policies and procedures exist to ensure that the trade debtors have
an appropriate credit history before credit 1s granted

Liquidity risk

Hillbridge Investments Limited Group of which this company 1s a part, has bank and cash balances of £2 3 million
at the year end and a further short term borrowing facility which 1s currently unused The Group also has existing
loan facilities as detailed 1n note 15 of the consolidated financial statements The directors are confident that the
current funding structure 15 appropniate to allow the company to achieve its financial targets in the future

Diwvidends and transfers to reserves

The results for the year are shown 1n the profit and loss account on page 6
The directors do not propose the payment of a dividend (2810 £mil)
Market value of land and buldings

In the opimien of the directors there 15 no significant difference between the present market value of the company’s
properties and the amounts at which they are stated in the financial statements
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Directors’ report (continued)

Directors
The directors who held office during the year and to the date of this report were as follows

MR Hewitt

PK Meister

AM Elhou

S Cowley

TCA Diggle - appomted 29 November 2010

Disclosure of mformation to auditors

The directors 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 they ought to have taken as a director to make themselves aware of any relevant audit
nformation and to establish that the company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG LLP
will therefore continue n office

By order of the board

PK Meister
Secretary Dated 18 January 2012
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements n accordance with
applicable law and regulations

Company law 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)

Under company law the directors must not approve the financial statements unless they are sausfied 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 [n
preparing these financial statements, the directors are required to

e select switable accounting policies and then apply them consistently,
e make judgments and estumates that are reasonable and prudent,

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

e prepare the financial statements on the going concern basis unless 1t 1s mapproprate to presume that the
company will continue in business

The directors are responstble for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonabie 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 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 irregutarities
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Independent auditors’ report to the members of Castle Waste Services Limited

We have audited the financial statements of Castle Waste Services Limited for the year ended 30 September 2011
set out on pages 6 to 16 The financial reporting framework that has been applied in their preparation 1s applicable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 15 made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006  Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them n an auditors’ report and for no other purpose To the fullest extent
permitied by law, we do not accept or assume responsibihity to anyone other than the company and the company’s
members, as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors” Responsibilities Statement set out on page 4, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Qur
responsibibity 1s to audit, and express an opinion on, the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board’s {APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements s provided on the APB’s web-site at
www frc org uk/apb/scope/private cfim

Opinion on financial statements

In our opinion the financial statements

e give a true and fair view of the state of the company’s affairs as at 30 September 2011 and of 1ts profit for the
vear then ended,

e have been properly prepared m accordance with UK Generally Accepted Accounting Practice, and
e have been prepared m accordance with the requirements of the Companies Act 2006
Opimion on other matter prescribed by the Companies Act 2006

In our opmion the wnformation given m the Directors’ Report for the financial year for which the financial
statements are prepared 1s 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, 1n our opinion

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

o the financial statements are not 1n agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

+ we have not recerved all the informanon and explananons we require for our audit

CN Parkin {Sexmor Statutory Auditor)

Jor and on behalf of KPMG LLP, Statutory Auditor Dated 18 January 2012
Chartered Accountants

St Nicholas House

Park Row

Nottingham  NG1 6FQ

o
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Profit and loss account
Jor the year ended 30 September 2011
Note 2011 2010
£ £
Turnover 2 8,548,131 8,339,370
Cost of sales (6,278,477) (6211,779)
Gross profit 2,269,654 2,127,591
Administrafive expenses - ongoing (2,199,476) (2,277.938)
- exceptional item 3 320,466 -
Total admimistrative expenses (1,879,010) (2.277.938)
Other operating income 190,736 349833
Operating profit 581,380 199,486
Profit on disposal of fixed assets 36,325 -
Interest payable and similar charges 4 (2,945) -
Profit on ordinary activities before taxation 5 614,760 199,486
Taxation on profit on ordinary activities 6 (114,790) (62,457)
Profit for the financial year 17 199,970 137029

[n both the current and preceding year, the company made no material acqusitions and had no discontinued

operations

There are no recognised gains or losses in either the current or the preceding year other than those disclosed n the

profit and loss account




Balance sheet
as at 30 September 2011

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors. amounts falling due within one year
Net current assets

Total assets less current habihties
Creditors amounts falling due after more than one year

Provisions for habilities and charges

Net assets

Capital and reserves

Called up share capatal
Investment revaluation reserve
Profit and loss account

Shareholder’s funds

Castle Waste Services Linred
Dhrectors” report and financial statements

30 September 2011
Note 2011 2010
£ £ £ £
8 7,736 10,315
g 2,531,328 2,558,465
10 1,079,539 1,079,539
3,618,603 3,648.319
) 3,733 2,700
iz 2,060,735 1,921,948
1,783,824 1,390,722
3,848,292 3,315,370
13 (2,587,833) (2,643,827)
1,260,459 671,543
4,879,062 4 319,862
14 (3,068,698) (3,069,365)
15 (122,354) (62,457)
1,688,010 1,188,040
16 100 100
17 659,539 659,539
17 1,028,371 528,401
18 1,688,010 1,188,040

These financial statements were approved by the board of directors on 18 January 2012 and were signed on 1ts

behalf by

Ly

R Hewitt PK Meister

Director Director

Company registered number 01359619
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Notes
{fornung part of the financiual statements)

1 Accounting policies

The following accounting policies have been applied consistently n deahing with items which are considered
material 1n relation to the company’s financial statements, except as noted below

Basis of preparation

The financial statements have been prepared on a gowng concern basis i accordance with applicable accounting
standards and under the historical cost accounting rules except that mvestments m subsidiaries are mcluded at
directors’ valuation

The company 1s part of the Hillbridge Investments Limited group (‘the Group’) The Group has bank and cash
balances at the year end totalhng £2 3 mithon (2010 £1 8 midlion) The Group 1s financed by both short term and
long term loan facilities, the terms of which are detailed in note 15 of the consolidated financial statements These
facilities have been in place for over 10 years and have remained unchanged throughout that period The directors
monttor cash flow against forecasts as a key performance mdicator (KPI) and do not envisage that these facihinies
will be repaid within the next twelve months They have therefore prepared the accounts on a gomng concern basis

Cash flow statement

Under Fmancial Reporting Standard 1 the company 15 exempt from the requirement to prepare a cash flow statement
on the grounds that the ultimate parent undertaking mcludes the cash flows of the company in 1ts consohdated cash
flow statement

Deprecration

Depreciation of fixed assets 1s calculated to write off their cost less any residual value over the estimated useful hves
as follows

Freehold buildings 2% to 20% on cost

Motor vehicles - 25% on net book value

Plant and machinery - 10% to 50% on net book value
Fixtures and fittings - 3% to 25% on net book value
Office equipment - 25% on cost

Freehold land 1s not depreciated
Licences

Costs mncurred 1n the acquisition of site operating licences are capitalised as intangible assets and are amortised on a
straight line basis over five years

Investments in subsidiaries
Investments in subsidiaries are stated at directors’ valuation
Stocks

Stocks are stated at the lower of cost and net realisable value In determining the cost of raw materials, consumables
and goods purchased for resale, purchase price 1s used

Leases

Tangible fixed assets acquired under finance leases and hire purchase contracts are capitalised at the estimated far
value at the date of inception of each lease or contract The total finance charges are allocated over the period of the
lease n such a way as to give a constant charge on the outstanding hability

Operating lease rentals are charged to the profit and loss account on a straight line basis over the term of the lease
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Notes (continued)

1 Accounting policies (continued)
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 items for taxation and accounting purposes

Deferred tax 1s recogmsed without discounting, i respect of all timing differences between the treatment of certamn
items for taxation and accoeunting purposes which have arisen but not reversed by the balance sheet date, except as
ctherwise required by Financial Reporting Standard 19

Pensions

The cost of contributing to the personal pension schemes of certain employees 1s charged to the profit and loss
account in the period 1n which the contributions become payable

Classification of financial instruments issued by the company

Under Fmancial Reporting Standard 25, financial mstruments 1ssued by the company are treated as equity {1e
formng part of shareholder’s funds) only to the extent that they meet the following two conditions

a) they mclude no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial habilities with another party under conditions that are potentially
unfavourable to the Company, and

b) where the instrument will or may be settled in the company’s own equity instruments, 1t 15 either a non-
dervative that includes no oblhigation to deliver a variable number of the company’s own equity instruments or
13 a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial assets
for a fixed number of 1ts own equity instruments

To the extent that this definition 15 not met, the proceeds of i1ssue are classified as a financial habihity Where the
mstrument so classified takes the legal form of the company’s own shares, the amounts presented 1n these finrancial
statements for called up share capital and share premium account exclude amounts i relation to those shares

Finance payments associated with financial liabilities are dealt with as part of interest payable and similar charges
Finance payments associated with financial mstruments that are classified as part of shareholder’s funds (see
dividends policy), are dealt with as appropriations m the reconcihiation of movements in shareholder’s funds

Dividends on shares presented within shareliolder’s funds

Dividends unpaid at the balance sheet date are only recognised as a liability at that date to the extent that they are
appropriately authorised and are no longer at the discretion of the company Unpaid dividends that do not meet
these criteria are disclosed in the notes to the financial statements

2 Turnover

Turnover represents the amount derived from the provision of goods and services which fall within the company’s
ordinary activities, entirely within the United Kingdom, stated net of value added tax Revenue 1s recogmsed when
the company has fulfilled 1ts performance obligations in relation to waste processing

Other operating ncome relates to fees charged to group comparues for centrally provided services

3 Exceptional sem

Exceptional income was received during the year in relation to an historic insurance claim, the costs of which
associated have been primarily charged to administrative expenses No further claims are 1n progress




Notes (continued)

4 Interest payable and similar charges

Finance charges payable in respect of finance leases and hire purchase contracts

5 Profit on ordinary activities before taxation

Profit on ordinary activities before taxation 1s stated after charging/(crediting)
Profit on sale of assets

Depreciation of tangible fixed assets

Amortisation of intangible fixed assets

Hire of plant and machinery - rentals payable under operating leases

Auditors’ remuneration

- audit of these financial statements
- 1n respect of other services

6 Taxation

UK corporation tax
Current tax on mcome for the period

Total current tax charge

Deferred tax

Ongnation/reversal ot timing difterences - current year
- prior year

Effect of law changes

Tax charge on profit on ordinary activities

Castle Waste Services Linuted
Directors” report and financial statements

30 September 201 1

2011 2010

£ £

2,945 -
2011 2010

£ £
(36,325) (2,240)
511,980 528,408
2,579 7,753
86,082 143,383
16,500 16,500
9,500 9500
2011 2010

£ £
54,893 -
54,893 -
80,785 64 770
(11,108) (2,313)
(9.780) -
114,790 62 457

10



Castle Waste Services Limited

Directors’ report and financial statements
30 September 201 |

Notes (continued)

6 Taxation (continued)
Factors affecting the tax charge for the current perrod

The current tax charge for the period 1s lower (2070 [ower) than the standard rate of corporation tax n the UK of
27% (2010 28%) The differences are explammed below

2011 2010
£ £

Current tax reconciliation
Profit on ordinary activities before tax 614,760 199,486
Current tax at 27% (2070 28%) 165,968 55,856
Effects of
Expenses not deductible for tax purposes (9,786) 31,499
Capital allowances for period 1n excess of depreciation (3,842) (11,565)
Utilisation of tax losses brought forward {65,399) (100,887
Other short term timing differences (13,315) 16,450
Depreciation on ineligible assets 27,460 35,806
Additional tax credut for research and development (40,809) (26,759)
Effect of stnall companies tax rate (5,384) -
Total current tax charge 54,893 -

Factors that may affect future tax charges

The 2011 Budget on 23 March 2011 announced that the UK corporation tax rate will reduce to 23% over a period of
4 years from 2011 The first reduction 1n the UK corporation tax rate from 28% to 27% (effective from 1 April
2011) was substantively enacted on 20 July 2010, and further reductions to 26% (effective from 1 April 2011} and
25% (effective from 1 Apnil 2012) were substantively enacted on 29 March 2011 and 5 July 2011 respectively

This will reduce the company’s future current tax charge accordingly The deferred tax habihty at 30 September
2011 has been calculated based on the rate of 25% substantively enacted at the balance sheet date

It has not yet been possible to quanufy the full anticipated effect of the announced further 2% rate reducuon

7 Directors and employees

The average number of persons employed by the company during the year (including directors), analysed by
category, was as follows

2011 2010
Number Number
Operattons and sales 30 25
Office and management 15 13
45 38
£ £

The aggregate payroll costs of these persons were as follows
Wages and salaries 1,891,935 1,573,011
Social security costs 255,193 160,583
Other pension costs 48,823 22,048

2,195,951 1,755,642
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Notes (continued)
7 Directors and employees (conttnued)
2011 2010
£ £
Directors’ emoluments
As directors 822,430 718,804
Company contributions to personal pension scheme of two directors (20/0 one) 48,823 22,088
871,253 740,892
Emoluments of the highest paid director 273,387 249,928
Pension contributions on behalf of highest paid director 37,572 22,088
8 Intangible fixed assets
Licences
£
Cost
At beginning and end of year 58 987
Accumulated amortisation
At beginning of year 48,672
Charge for the year 2,579
At end of year 51,251
Net book value
At 30 September 2011 7,736
At 30 September 2010 10,315

12
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Notes (continued)
9 Tangible fixed assets
Fixtures,
Freehold fittings and
fand and Motor Plant and office
buildings vehicles machinery equipment Total
£ £ £ £ £
Cost
At 1 October 2010 1,662,908 278,999 3,013,936 129,503 5,085,346
Addttions 147,157 22,854 363,369 14,000 547,380
Disposals - (301,853) (326,552) (5,634) (634,039)
At 30 September 2011 1,810,065 - 3,050,753 137,869 4,998,687
Accumulated depreciation
At 1 October 2010 547,522 265,124 1,629,185 85,050 2526881
Charge for year 105,137 152 395,173 11,518 511,980
Disposals - (265,276) {300,592) (5,634) (571 502)
At 30 September 2011 652,659 - 1,723,766 90,934 2,467,359
Net book value
At 30 September 2011 1,157,406 - 1,326,987 46,935 2,531,328
At 30 September 2010 1,115,386 13,875 1,384,751 44,453 2,558,463

Included within freehold land and bwildings 1s land with a value of £442,000 (2010 £442,000) which 15 not
depreciated

The net book value of plant and machinery includes £123,897 (2010 £96,166) n relation to assets held under
finance leases and hire purchase contracts Depreciation charged on these assets during the year was £14,453 (2010
£18,667)

10 Investments
2011 2010
£ £
At valuation
Shares 1n subsidiary companies 1,079,539 1,079,539

The company’s investment 1s m the entire ordinary share capital of its wholly owned subsidiary, Castle Oils
Limited, a company engaged 1n waste management activities This company 1s incorporated and operates m Great
Britam The mvestment 15 carrted at directors’ valuation at 30 September 2011, to take account of the subsidiaries’
underlying net asset value The historical cost 1s £420,000
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Notes (continued)
11 Stocks
2011 2010
£ £
Raw materials and consumables 3,733 2,700
12 Debtors
2011 2010
£ £
Trade debtors 2,001,827 1,806,629
Prepayments and accrued income 58,908 55,319
2,060,735 1,921,948
13 Creditors amounts falling due within one year
2011 2010
£ £
Obligations under finance leases and hire purchase contracis 21,600 21,472
Trade creditors 1,212,913 1,271,994
Amounts owed to group companies 72,483 100,989
Corporation tax due 40,160 -
Other taxation and social security 290,885 266 509
Accruals and deferred income 949,792 082,863
2,587,833 2,643,827
14 Creditors: amounts falling due after more than one year
2011 2010
£ £
Amounts owed to group companies 3,029,098 3 069,365
Obligations under finance leases and hire purchase contracts 39,600 -
3,068,698 3,069,365
Obligations under finance leases and hire purchase contracts are repayable
over varying periods by monthly instalments as follows
- in less than one year 21,600 21,472
- In one to two years 39,600 -
61,200 21,472

Amounts owed to group companies falling due after more than one year comprise balances owed to the company’s
parent company There are no formal repayment terms and the balance carries no interest charge

The finance leases are secured on the assets to which they relate



Notes (continued)

15 Provisions for habilities and charges

Deferred tax

At beginning of year
Charge to the profit and loss account

At end of year

The elements of deferred taxanon are as follows

Dhfterence between accumulated deprectation and capital allowances
Other short term timing differences
Unrelieved tax losses

16 Called up share capital

Allotted, called up and fully paid
Ordinary shares of £1 each

17 Reserves

At 1 October 2010
Profit for the year

At 30 September 2011

18 Reconcilhiation of movements 1n shareholder’s funds

Profit for the year
Opening shareholdet’s funds

Closing shareholder’s funds

Castle Waste Services Lumited
Durectors’ report and financial statements

30 September 2011
£
62,457
59,897
122,354
2011 2010
£ £
128,003 133,612
(5,649) (19,418)
- (51737
122,354 62,457
201t 2010
£ £
100 100
Investment Profit
revaluation and loss
reserve account
£ £
659,539 528,401
- 499,970
659,539 1,028,371
2011 2010
£ £
499,970 137,029
1,188,040 1,051,011
1,688,010 1,188,040
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Notes (contmued)

19 Contingent liabilities

The company has guaranteed the bank loans and overdraft of s ultumate holding company The amount
outstanding at the year end was £7,826,838 (2010 £7,826,838)

20 Commitments

Annual commitments under non-cancellable operating leases are as follows

2011 2010
Land and Land and
buildings Other Buildings Other
£ £ £ £
Operating leases which expire
Within one year - - - 24,377
In the second to fifth years inclusive - 64,560 - 61,705
- 64,560 - 86,082

_—

There were £l of capital commitments (20/0 £8,023) outstanding at the end of the financial year

21 Ultimate parent company and controlling party

The immediate parent company 1s Castle Environmental Limited, a company incorporated in Great Britam and
registered in England and Wales

The ultimate parent company m which the results of the company are consohdated 15 Hillbridge Investments
Limited, a company icorporated in Great Britamn and registered in England and Wales

The consolidated financial statements of Hillbridge Investments Linmted are available to the public and may be
obtained from Companies House Crown Way, Cardiff CF14 3UZ.

The uitimate controlling party 1s Bridgepomt Capital Limited

2 Related party disclosures

The company has taken advantage of the exemption contained in FRS 8 which applies 1o subsidiary undertakings
and has not disclosed details of transactions with group companies which are included i the consolidated financial
statement of Hillbridge Investments Limited




