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County Environmental Services Limited
Directors report and financial statements
28 February 2008

Directors’ report

The directors present their report and the audited financial statements for the year ended 28 February 2008
Principal activities

Until 31 October 2006, the principal activities of the company were the provision of waste disposal facilities by the
operation and management of landfill sites, together with related activities including transport With effect from 01
November 2006 work commenced to conduct an orderly transfer of the business activities to Cornwall County Council
and its Integrated Waste Management contractor, Sita Cornwall Limited The Directors are now engaged in overseeing
an orderly winding up of the affairs of the Company and its remaining dormant subsidiaries

Business review
The trading results were set out in the profit and loss account shown on page 5

The loss before taxation for the year to 28 February 2008 was £{916,053) 2007 (Profir £17,644)

Proposed dividend

The directors do not recommend the payment of a dividend

Directors and directors’ interests
The directors who held office during the period were as follows

Mrs SF Stedwill (resigned 30 November 2007)
J F Jacques
D Teale (appointed 01 December 2007)

Disclosure of information 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 15 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
information and to establish that the company’s auditors are aware 1f that information

By order of the board

Joseph F Jacques County Solicitor’s Office
Durector New County Hall
Treyew Road

Truro

Commwall

TRI 3AY

il J‘Vl{j 2008




County Environmental Services Limuted
Directors report and financial statements
28 I'ebruary 2008

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements i 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)

The company and parent company financial statements are required by law to give a true and fair view of the state
of affairs of the company and the parent company and of the profit or loss for that period

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

m state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explamed in the financial statements,

As explained in note | to the financial statements, the directors do not believe the going concern basis to be
appropriate and these financial statements have not been prepared on that bas:s

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the parent company and enable them to ensure that its financial statements comply
with the Companies Act 1985 They have a 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 irregulanties
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Independent auditors® report to the members of County Environmental Services
Limited

We have audited the financial statements of County Environmental Services Limited for the year ended 28 February
2008 which comprise the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement, the Statement of
Total Recognised Gains and Losses, the Reconciliation of Movements 1n Shareholders’ Funds and the related notes
These financial statements have not been prepared on the going concern basis for the reasons set out in note 1 to the
financial statements but under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with section 233 of the Comparues
Act 1985 Our audit work has been undertaken so that we might state to the company’s members those matters we
are required to state to them in an auditor’s report and for no other purpose To the fuilest extent permitted by law,
we do not accept or assume responsibility 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

The directors’ responsibilities for preparing the financial statements n accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibilities on page 2

Our responsibility is to audit the financial statements tn accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland)

We report 10 you our opinion as to whether the financial statements give a true and fair view and are properly
prepared 1n accordance with the Companmes Act 1985 We also report to you whether in our opimion the
information given in the Directors’ Report 1s consistent with the financial statements

[n 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 1s not disclosed

We read the Durectors’ Report and consider the implications for our report 1f we become aware of any apparent
misstatements within it

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Audiung (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
appropniate 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 matenal missiatement, whether caused by fraud or other irregulanty or error  In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements

(W%}




Independent auditors’ report to the members of County Environmental Services
Limited (continued)

Opinion
[n our opimion

» the financial statements give a true and farr view, in accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 28 February 2008 and of its loss for the year then ended,

s the financial statements have been properly prepared in accordance with the Companies Act 1985, and

¢ the information given in the Directors” Report 1s consistent with the financial statements

Emphasis of matter — uncertain tax habilhity

[n forming our opimon on the financial statements, which 1s not quabfied, we have considered the adequacy of the
disclosures made 1n note 10 to the financial statements concerming the uncertainty over the taxation charge for the
prior pertod and consequential tax hability arising on the transfer of the business to Sita Cornwall Liumited

The valuation for tax purposes of related landfill and various other assets 1s inherently very difficult and complex to
carry out The directors have used their best estunate of these valuations in calculating the prior year tax charge and
tax habihities recorded in these financial statements, which could be very matenal to these financial statements The
company has filed the corporation tax return for the relevant period based on these valuations HM Revenue &
Customs could potentially challenge the valuations and, as a result, the extent of any adjustment to the prior year tax
charge and tax liabihities 1s not certain  HM Revenue & Customs will have until after the year ended 28 February
2009 to enquire nto the returns

<PME- L
KPMG’\SLCP\ {7 5 @Wzoos

Chartered Accountants
Registered Auditor



Profit and loss account
for the year ended 28 February 2008

Turnover
Cost of sales

Gross profit
Administrative expenses

Operaung (loss)/ profit

Loss on termination of operation
Profit on sale of investment

Interest recervable and similar inceme
Interest payable and similar charges
Other finance costs

{Loss)/profit on ordinary activities before taxation

Tax on (loss)/profit on ordinary activities

(Loss)/profit for the financial year

Note

14

County Environmental Services Limited
Directors’ report and financial statements
28 February 2008

2008 2007
£ £
. 13.401 490
- (9,564 932)
- 3.836.558
(618,843) (1,238.541)
(618,843) 2,598.017
- (3.220,085)
- 618 947
7,548 76 765
(304,758) {29,000)
- {27 000)
(916,053) 17,644
(54,697) 327.965
(970,750) 345,609

A statement of movements on reserves 1s given 1n note 17 All operations became discontinued at 3t October 2006

Statement of total recognised gains and losses

Sor the year ended 28 February 2008

{Loss)/preofit for the financial year

Actuanal gain/(loss) recognised on penston scheme

Total recogmsed losses/gains relating to the financial

year

Note

18

2008 2008
£

{970,750) 345.609
. 91 000

(970,750) 436,609




County Environmental Services Linmited

Directors” report and financial statements
28 February 2008

Balance sheet

at 28 February 2008
Note 2008 2007
£ £ £ £

Current assets
Assets held for resale I - 221,394
Debtors 13 46,866 790 666
Investments 12 - 1
Cash at bank and 1n hand 209,133 776 234

255,999 1,788 295
Creditors amounts falhing due within one year 4 (3,092,036) (3.510.840)
Net current liablities (2,836,037) (1,728.545)
Provisions for habihaes and charges 15 - (136,742)
Net habilities (2,836,037) (1.865,287)
Capital and reserves
Called up share capatal 16 3,093,250 3,093,250
Prolit and loss account 17 (5,929,287 (4,958,537
Equity shareholders’ deficit (2,836,037 (1.865,287)

These financial statements were approved by the board of directors on “\T 2008 and were signed on 1ts
behalf by

?——:

Joseph F Jacques
Director




Cash flow statement
for the year ended 28 February 2008

Cash flow from operating activities
Returns on investments and servicing of finance
Taxation

Capital experditure and financial investment

Decrease in cash in the year

Nove

{a)
®)
(@
@

County Environmental Services Limited
Drrectors™ report and financial statements

2008
£

474,078
(167,210)
(1,088,969)

215,000

(567,101)

28 February 2008

2007
£

3017129
70,085
(44 474)

(3 736.036)

(693.304)




County Environmental Services Lumited
Directors’ report and financial statements

Notes to cash flow statement
Jor the year ended 28 February 2008

(a) Reconciliation of operating profit to operating cash flow
2008
£
Operating (loss)/profit (618,843)
Adjustment for FRS17 pension movement included tn staff costs -
1.0ss on sale of fixed assets 6,394
Decrease in debtors 743,800
Decrease in creditors 479,468
Decrease in investments 1
Decrease n provisions excluding redundancy provision dealt wath i loss
termination (136,742)
Net cash inflow from operating achvities 474,078
{(b) Returns on investments and servicing of finance
2008
£
Interest recerved 7,548
nterest pard (174,758)
(167,210)
(c) Taxation
2008
£
UK Corporation Tax paid (1,088,969)
(d) Capital expenditure and financial investment
2008
£

Payments to acquire tangible fixed assets -
Recerwpts from sale of tangible fixed assets 215,000
Consideration for sale of trade investment -

215,000

28 February 2008

2007
£

2598 017
49,000

1 430237
(1,772,170)
1 100 008

(387.971)

3,017,121

2007

farl

76,765
(6 680)

70,085

2007
£

(44.474)

2007

fas]

(4 361,483)

(3 736,036)




Notes to cash flow statement (continued)
for the year ended 28 February 2008

(e) Analysis of net debt

At beginning of period
Cash outflow

At end of period

H Reconciliation of net cash flow to movement in net debt

Decrease 1in cash in the year and change 1n net debt resulung from cash flows
Net cash at the start of the year

Net cash at the end of the year

County Environmentat Services Limited
Directors report and financial statements
28 February 2008

Cash at bank and

n hand
£
776,234
(567 101)
209,133
2008 2007
£ £
(567,101) (693,304)
776,234 1,469,538
209,133 776,234




County Environmental Services Limited
Directors report and finanuial statements

Reconciliation of movements in equity shareholders’ funds
Sor the pear ended 28 February 2008

(Loss)/profit for the financial year
Other recogmsed gamns and losses relating to the year

Net (deduction) /increase to equity sharcholders’ funds

Opening equity shareholders deficit

Closing equnty shareholders’ deficit

2008
£

(970,750)

(970,750)

(1,865,287)

(2,836,037)

28 February 2008

2007
£

345.609
81,000

436,609

(2.301.896)

(1.865 287)




County Environmental Services Limited
Directors report and financial statements
28 February 2008

Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting polictes have been applied consistently in dealing with items which are considered
matenial in relation to the company’s financial statements

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost accounting rules

The directors’ made a decision prior to 28 February 2006 to cease trading following the termination of the
municipal waste disposal contract between the Company’s uitimate holding entity, Cormnwall County Council and
the Company and its subsidharies on 31 October 2006  As a result the financial statements for the prior period were
prepared on a non going concern basis and the current year has also been prepared on a non going concern basis

The impact of adopting a non gong concern basis 1s that fixed assets have been reclassified as assets held for sale
within current assets and have been restated to reflect their expected recoverable amounts where this 1s lower than
the carrying amount of assets Provision has been made for any foreseeable losses and costs cessaton  Gains on
cessation are accounted for as they arise

The Company 1s also rehiant on support from 1ts ultimate holding entity, Cornwall County Council, in terms of
future funding to meet its habilities as they fall due and also by not demanding the repayment of amounts due to the
Council

The company s exempt from the requirement to prepare group accounts by virtue of its size under the provision of
section 248 of the Companies Act 1985 These financial statements present information about the company as an
individual undertaking and not about its group

Penstons

The company has three pension schemes which are made available to some of the employees One scheme provides
benefits based on final pensionable pay The assets of the scheme are held separately from those of the company 1n
an independently admimistered fund Contributions to the scheme are charged to the profit and loss account so as to
spread the cost of pensions over employees’ working lives with the company Pension scheme assets are measured
using market values Pension scheme liabilities are measured using a projected unmit method and discounted at the
current rate of return on a high quality bond of sumitar term and currency to the hability

The second scheme 15 a company personal pension scheme Contnbutions to the scheme are charged to the profit
and loss account

The third option 15 a stakeholder scheme but the company makes no contributions in respect of this scheme

At the cessation of trade the ultimate holding company, Cornwall County Council, has agreed to assume
responsibility for the Final Salary pension scheme and honour all of the company’s liabilities 1n this regard
Consequently a settlement gain has been recognised in the year ended 28 February 2007

Leases

Where the company enters 1nto a lease which entails taking substantially all the risks and rewards of ownership of
an asset, the lease 1s treated as a ‘finance lease’ The asset 1s recorded 1n the balance sheet as a tangible fixed asset
and 15 depreciated over its estimated useful ife  Future instalments under such leases, net of finance charges, are
ncluded within creditors  Rentals payable are apportioned between the finance element, which 1s charged to the
income and expenditure account, and the capital element which reduces the outstanding obligation for future
instatments  All other leases are accounted for as “operating leases’ and the rental charges are charged to the profit
and loss account on a straight Line basis over the hife of the lease

11
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Notes (continued)

1 Accounting policies {continted)

Taxanen

The charge for taxauon 1s based on the profit for the period Deferred tax 1s recognised, without discounting, n
respect of all uming differences between the treatment of certain items for taxation and accounting purposes which
have ansen but not reversed by the balance sheet date, except as otherwise required by FRS 19 Deferred tax assets
are only recogmsed to the extent that 1t 15 more likely than not that there will be suitable taxable profits aganst
which the deferred tax asset can be recovered in future periods

Turnover

Turnover represents the amounts (excluding value added tax) derived from the provision of goods and services to
customers during the pertod including landfill tax

2 Analysis of turnover and loss on ordinary activities before taxation

All turnover and loss on ordinary activities before taxation arose from the prnincipal activity of providing waste
disposal facilities by the operation and management of landfill sites, together with related activities including transport

3 (Loss)/proiit on ordinary activities before taxation
2008 2007
(Lossi/profit on ordinary activities before taxanon 1s stated afrer charging £ £
Auditors remuneration
Audit services 28,630 23,000
Other services relating to taxation 75,230 30 000
Impairment of freehold land and buildings - 43,385
Hire ot plant and machiery — operating leases - 1 382,878
Hire of motor vehicles (rentals) - 12,014
Loss on sale of assets held for resale 6,394 -
4 Remuneration of directors
2008 2007
£ £
Directors’ emoluments - 36,615
Company contributions te pension schemes - 8.541
Compensation for loss of office - 32 411
- 97,567

Number of directors
2008 2007

Retirement benefits are accruing to the following number of directors under a
defined benefit scheme - -

The remuneration of the mghest paid director was £ml (2007 £56 615) and company pension contributions of £ml (2007
£8 541} were made 10 a defined benefit contribution scheme on his behal f
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Notes (continued)

5 Staff numbers and costs

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

Number of employees

2008 2007
Office and management 1 17
Drnivers and site staff - 33
1 50
The aggregate payroll costs of these persons were as follows
2008 2007
£ £
Wages and salanes 10,678 1 479,461
Social secunity costs 815 133,610
Other pension costs 234 93,294
11,727 1,706,365
6 Interest receavable and similar income
2008 2007
£ £
Bank and deposit account interest 1,548 46,176
Amounts receivable on other loans - 30,589
7.548 76,765
7 Interest payable and similar charges
2008 2007
£ £
Interest on loan from holding entty 167,210 29 000
Other interest 137,548 -
304,758 29 000
8 Other finance costs
2008 2007
£ £
Net pension finance costs {note 18) - 27,000




Notes (contnued)

9  Loss on termination of operation

Transfer of pension defient

Impairment

Release of provisions

Redundancy costs

Pension costs in respect of carly retirement
Expenditure on landfill sites

14 Taxation

UK Corporation Tax
Current tax on imcome for the peried
Adjustment 1n respect of prior periods

Deferred taxation (note 135)
Orgination/reversal of uming differences
Adjustment in respect of prior pertods

Tax on profit for ordinary activities

Uncertain tax liabihty

County Environmental Services Limited
Durectors report and financial statements

2008

2008

54,697

54,697

54,697

28 February 2008

2007
£

1,256,000
{43 385)

(52411
(18,000}
(4362 289)

(3 220 085)

E a1

2007

105.304

105,304

(247.312)
(185,687)

(327,965)

There 15 uncertainty over the taxation charge for the prior period and consequential tax hability ansing on the

transfer of the business to Sita Cornwall Limited

The valuation for tax purposes of related landfill and various other assets 1s inherently very difficult and complex to
carry out The directors have used their best esumate of these valuations i calculating the prior year tax charge and
tax hahlities recorded in these financial statements, which could be very matenal to these financial statements The

company has filed the corporation tax return for the relevant period based on these valuations

HM Revenue &

Customs could potennally challenge the valuations and, as a result, the extent of any adjustment to the prior year tax
charge and tax habilities 1s not certain  HM Revenue & Customs will have until after the year ended 28 February

2009 to enquire into the returns



Notes (continued)

10 Taxation (continued}

Factors affecting the tax charge for the current period

County Environmental Services Limted
Directors’ report and financial statements

28 February 2008

The current tax charge for the period is higher (2007 higher) than the standard rate of corporation tax in the UK

(30%, 2007 30%) The differences are explained below

Current tax reconciliation
(Loss)Yprofit on ordinary activities before tax

Current tax at 30% (2007 30 %)

Effects of

Expenses not deductible for tax purposes

Origination and reversal of tming differences — short term uming differences
primanly relate to restoration and other provisions

Capnal allowances for period 1n excess of depreciation

Adjustments to tax charge n respect of previous periods

Post cessation losses
Impairment
Margmal relief

Litect of adoption of FRS 17 recognition and measurement requirements

T'otal current tax charge (see above)

11 Assets held for resale - Freehold land (including landfill sites)

Cost
At beginning of period
Dnsposals

At end of penod

Depreciation
Al beginning of pernod
Disposals

Atend of period

Net book value
At 28 February 2008

At 28 February 2007

2008
£

(916,053)

(274,816)

274,816

54,697

54,697

2007
£

17 644

5293

1,335,833

247312
(1.156,395)

39232
(10,435)
(1 536)
(354,000

105,304

£

264,779
(264,779)

43,385
(43,385)

221 394

15




Notes (connnued)

12 Current asset investments

Cost
At beginmng of year
Imparrment

Atend of year

The undertakings in which the company’s interest at the period end 1s more than 20% are as follows

Subsidiary undertakings Country of
incorporation
Rag and Bone 2000 Limted England and Wales

Rag and Bone 2000 Limited was dissolved on 6 May 2008

13 Debtors

Trade debtors
Other debtors
Prepayments and accrued income

14 Creditors: amounts falling due within one year

Trade creditors

Amount owed to holding entity
Corporation Tax

Other taxes and social security
Accruals and deferred income

County Environmental Services Limited
Directors report and financial statements

28 February 2008

Total

(1

Principal activity Class and percentage of

shares held

Dormant £1 ordinary shares 100%

2008

19,468
26,398
1,000

46,866

2008
£

47,068
2,200,000
228,462
585
615,921

3,092,036

2007
£

543 724
180,362
66,580

790,666

2007
£

247 862
1,911,160
1 204,221

6,756

146,841

3 516,840
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28 February 2008
Notes (continued)

15 Prowvisions for habilities and charges .
Pollunon  Redundancy Pension Total '
incident provision provision i

£ £ £ £

At beginning of year 17.269 101 473 18,000 136,742

Utilisation of provisions (17,269) (101 473) {18 000) (136,742)

At end of year - - -

There 15 an unprovided deferred tax asset of £9,065 (2007 £18.661) This asset has not been recognised as it 1s
unlikely that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted

16 Called up share capital

2008 2007 ‘

£ £ ‘

Authorised ‘
Ordwnary shares of £1 each 3,093,250 3 093,250

Allotted, called up and fully pard
Ordinary shares of £1 each 3,093,250 3,093,250
17 Reserves

Profit and
loss account

£ 1
At beginning of year (4 958 537)
Loss for year (970.750)
At end of year (5,929,287)

—_—n

17
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Notes (continued)

18 Pension scheme
Defined benefit scheme

With effect from | November 2006 the company’s habilities in respect of this scheme were passed to Cornwall
County Council who have agreed to fully underwrite the scheme and assume full responsibility for any deficit
within the scheme

The impact on the prior year results was an increase 1n staff costs of £49,000 together with an increase n other
finance income of £27,000 The pension deficit at 31 October 2006 was £1,256,000 and this was transferred to the
ultimate holding company and the credit was recognised 1n the profit and loss account

A number of employees are members of either a multi company defined benefit pension scheme or a company
personal pension scheme

Movement in defictt during the period

2008 2007
£000 £000
Deficit in scheme at beginning of period - (1,271}
Service cost - (105)
Contnbutions pad - 8l
Other finance cost - (27)
Other costs - {25)
Actuarial gain/(losses) - 9§
Scitlement gain - transfer to holding entity - 1256
Deficit in the scheme at end of penod - -
Pension costs for defined benefit schemes
Analysis of other pension cosis charged in arriving at operating profit
2008 2007
£000 £000
Current service cost - 72
Past service cost - 33
- 105
Analysis of amounts included 1n other finance costs
2008 2007
£000 £000
Expected return on pension scheme assets - 109
[nterest on pension scheme lLiabilities - (136)
- (27)




Notes (contimied)

18 Pension scheme (continued)

County Environmentat Services Limited

Dhrectors’ report and financial statements
28 February 2008

Analysis of amount recogmised in statement of total recognised gains and losses

Actual return less expected return on
scheme assets

Percentage of year end scheme assets

Expenence gains and lesses ansing on
scheme liabihuies

Percentage of present value of year end
scheme liabilities

Changes 1 assumptions underlying the
present value of scheme habilittes

Percentage of present value of year end
scheme habilities

Actuanal loss recogmsed in statement of
total recognised gains and losses

Percentage of present value of year end
scheme liablities

Company personal pension scheme

2008 2007 2006 2004 2003
£000 £000 £000 £000 £000
. 5 519 (35) 25

- 02% 173% (1 1)% 12%

154 (167) (N (24%)

- 35% (39)% (02)% (8 8)%

- (68) {730) (60) (a7

- 21% 88)% (19)% (6 0)%

) 91 (378) (102} (395)
) 21% (8 8)% (33)% (139)%

The company also offered to employees to make contributions (5% of salary) to a company perscnal penswon
scheme operated by Norwich Union In return the employee had to make at least a matching contribution

There were no outstanding or prepaid contributions at either the beginming or end of the financial year

19 Related party transactions

Details of subsidiary companies are shown m note 12

20 Ultimate holding entity

The company’s ultimate holding entity and ultimate controlling party 15 Cornwall County Council

19




