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City Special Waste Limited
Directors’ report and financial statements
Year ended 31 December 2006

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December
20006

Principal activities and business review
The principal activity of the company was that of hazardous waste removal contractors

Durmg 2005 the ultimate holding company, Carillion IM Limited (formerly Mowlem plc), restructured its
business as a consequence of which a decision was taken to exit certain non-core businesses, which mcludes City
Special Waste Limited At the time of signing these accounts the group is currently in the process of finalising
closure of this business Accordngly the company has made provision for future trading losses, operating
expenses, employer redundancy expenses and other closure costs at 31 December 2006 It 15 the view of the
company’s management that the carrying values of all material assets have been stated at their realisable value,
all material liabiiities have been fairly stated at 31 December 2006 and no matenal adjustments are expected
during settlement of those liabilities

Results

The results for the year ended 31 December 2006 are disclosed 1n the financial statements on pages 6 to 16
The directors do not recommend a dividend payment (2005 £Nil)

Significant event

On 23 February 2006, Canllion JM Limuted (formerly Mowlem plc} was acquired by Carillion ple
Directors and directors’ interests

The directors who held office during the year were as follows

I Johnson {resigned 21 July 2006)
KI Dupres (resigned 31 January 2007)
Carnllion Management Luruted  (appomnted 21 July 2006)

None of the directors who held office at the end of the financial year or their farmhies, other than those whose
interests are disclosed 1 the financial statements of the ultimate holding company, had interests m, and options to
subscribe for, ordmary shares of 50p each 1n Carnillion plc

As at 1 January 2006, the directors may have held interests 1 Canltion JM Limuted (formerly Mowlem plc), the
ultimate holding company at that ime

Following the acquisition of Carillion JM Lumuted, on 23 February 2006, participants of the deferred award under
the Share Matching Plan 2003 and the 2003 and 2004 Save As You Eam schemes were entitled to exercise their
options for a period of six months following the acquisition for cash or shares 1n accordance with the offer
document, which can be obtaned from 24 Birch Street, Wolverhampton, WV1 4HY

Disclosure of information to audstors

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 of that information
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Directors’ report (continued)

Auditors
In accordance with Section 385 of the Compames Act 1985, a resolution concerning the reappointment of KPMG
Audit Ple as auditors of the company 1s to be proposed at the forthcorung Annual General Meeting

By order of the board

UTeer

Authorised Representative Birch Street
Carillion Secretanat Limited Wolverhampton
Secretary WVI1 4HY

7 March 2007
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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 in 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 1n 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 period

In preparing these financial statements, the directors are required to
s select sumtable accounting policies and then apply them consistently,
*  make judgements and estimates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained 1n the financial statements, and

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

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the company and to enable them to ensure that the 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 wrregularities
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KPMG Audit Plc

2 Cornwall Street
Birmingham

B3 2DL

United Kingdom

Independent auditors’ report to the members of City Special Waste Limited

We have audited the financial statements of City Special Waste Limuted for the year ended 31 December 2006
which compnise the profit and loss account, the balance sheet and the related notes These financial statements
have been prepared under the accounting policies set out theremn

This report 1s made solely to the company’s members, as a body, m accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the company’s members
those matters we are required to state to them i an auditor’s report and for no other purpose To the fullest
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 auditers

The directors’ responsibilities for prepanng the financial statements 1 accordance with apphicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice} are set out in the Statement of Directors’
Responsibilities on page 3

Qur responsiility 15 to aucht the financial statements wn accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opiuon as to whether the financral statements give a true and fair view and are properly
prepared 1in accordance with the Compames Act 1985 We also report to you whether mn our opimon the
information given 1n the Directors” Report 1s consistent with the financial statements

In addition we report to you 1f, in our opimon, the company has not kept proper accounting records, 1f we have
not received all the information and explanations we requuire for our audit, or 1if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report 1f we become aware of any apparent
nusstatements within 1t

Basis of audit opinion

We conducted our audit 1 accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures n the financial statements It also includes an assessment of the significant estimates and
judgments made by the directors n the preparauon of the financial statements, and of whether the accounting
policies are appropnate to the company’s circumstances, consistently apphed and adequately disclosed

We planned and performed our audit so as to obtan 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 russtatement, whether caused by fraud or other irregulanty or error  In formung
our opimon we also evaluated the overall adequacy of the presentation of information in the financial statements




Independent auditors’ report to the members of City Special Waste Limited
(continued) ’

Opmmon
In our opimicn

¢ the financial statements give a true and fair view, 1n accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 December 2006 and of 1ts loss for the year then
ended,

e the financial statements have been properly prepared n accordance with the Companies Act 1985, and

¢  the information given in the Directors’ Report 18 consistent with the financial staternents

KPMG Audit Ple 7 March 2007
Chartered Accountants
Regustered Auditor
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Profit and loss account
for the year ended 31 December 2006

Note 2006 2005

£ £

Turnover 2 763,976 6,315,860
Operating costs (676,979) (10,294,555)
Operating profit/(loss) 3 86,997 (3,978,695)
Net interest payable 6 (339,857) {222,976)
Loss on ordnary activities before taxation (252,860) (4,201,671)
Tax credit/(charge) on loss on ordinary activities 7 73,326 (4,466}
Laoss for the financial year 15 (179,534) (4,206,137)

All the above activities were discontinued during the second half of 2005

There 1s no difference between the loss on ordinary activities before taxation and the retained loss for the
financial year and therr historical cost equivalents

Reserve movements are given 1n note 15




Balance sheet
at 31 December 2005

Fixed assets
Tangible assets

Current assets
Debtors
Cash at bank and in hand

Creditors amounts falling due withtn one year

Net current hiabilities

Total assets less current hablittes

Creditors amounts falling due after more than one year

Net habilities

Captal and reserves
Called up share capital
Profit and loss account

Equity shareholders’ deficit

Note

12

13

14
15

16

2006
£ £
120,472
730,076
730,076
(781,422)
(51,346)
69,126
(5,898,615)
(5,829,489)
100
(5,829,589)
(5,829,489)

City Special Waste Limuted

Directors repoti and financial statements
Year ended 31 December 2006

2005

2,016,225
3117

2,019,342

(4,816,536)

£

124,470

(2,797,194

(2,672,724)

(2,977,231)

(5,649,955)

100
(5,650,055)

(5,649,955)

These financial statements were approved by the board of directors on 7 March 2007 and were signed on 1ts

behalf by

Utey,

Cariflion Management Limuted
Director
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Notes

(fermng part of the financial statements)

1 Accounting policies

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

Basts of accounfing

The financial statements have been prepared under the historical cost convention, modified to include the
revaluation of certain tangible fixed assets comprising land and buildings, and in accordance with applicable
UK accounting standards

Going concern

The financial statements have been prepared on the going concern basis, notwithstanding net habiliies of
£5,829,489, which the directors believe to be appropnate for the following reasons The company 15
dependent for 1ts working capital on funds provided to 1t by Canllon ple, the company’s ultmate parent
undertaking  Canlhon plc has indicated that for at least twelve months from the date of approval of these
financial statements, i will continue to make available such funds as are needed by the company and in
particular will not seek repayment of the amounts currently made available This should enable the company
to continue 1n operational existence for the foreseeable future by meeting 1ts habihties as they fall due for
payment As with any company placing reliance on other group enties for financial support, the directors
acknowledge that there can be no certainty that this support will continue although, at the date of approval of
these financial statements, they have no reason to believe that 1t will not do so

Basis of preparation

The company’s financial statements, which are expressed in sterhng, are prepared under the historical cost
convention and 1n accordance with applicable accounting standards

During 2005 the ultimate holding company, Canllion JM Limited (formerly Mowlem plc), restructured its
busimess as a consequence of which a decision was taken to exit certain non-core businesses, which includes City
Special Waste Limuted At the time of signing these accounts the group 1s currently m the process of finalising
closure of this busmess Accordingly the company has made provision for future trading losses, operating
expenses, employer redundancy expenses and other closure costs at 31 December 2006 It 1s the view of the
company’s management that the carrying values of all material assets have been stated at their realisable value,
all matertal liabihities have been fairly stated at 31 December 2006 and no matenal adjustments are expected
during settlement of those liabihties The accounting policies stated below were adopted by the company for
preparation of these financial statements before incorporating the above adjustments

Joint arrangements

Where the company 1s party to a joint arrangement, the company accounts directly for its share of the
revenue and expenditure, net assets and habihnes

Cash flow statement

Under FRS 1 (revised 1996) the company 15 exempt from the requirement to prepare a cash flow statement
on the grounds that Cantlion plc, the company’s ultimate parent undertaking, includes the company’s cash
flows 1n 1ts own published consohidated cash flow statement

Profit recognition

Profit on long term contracts 1s calculated n accordance with applicable accounting standards In
determuning the attmibutable profit on contracts to a particular accounting period the company utihses
estimation techniques The principal estimation techmque used 1s the preparation of profit and cash flow
forecasts on a contract by contract basis which enables an assessment to be made of the final outturn on each
contract Profit 15 then recogmsed when the outcome of the contract can be foreseen with reasonable
certainty and 1s attributed 1n hine with the degree of completion of each contract
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Notes (continued)

1 Accounting policies (continued)
Profit recognition (continued)

The result for each year includes settlement of claims on contracts completed in prior years In preparing
contract forecasts, a prudent and reasonable evaluation of claims 1s included 1 the assessment of the final
outturn

Taxation

The charge for taxation 1s based on the result for each year and takes into account deferred taxation
Deferred tax assets or habilities arise from timing differences between the recogmtion of gamns and losses 1n
the financial statements and their recognition 1n the tax computation which have ansen but not reversed by
the balance sheet date, except as otherwise required by FRS 19 Liabilities are calculated on a non-
discounted full provision basis Assets are calculated on the same basis, but are recognised only to the extent
that 1t 1s probable that they will be recovered

Pensions
The company participates in the Mowlem staff pension scheme as described in note 19

As the company 1s unable to 1denufy 1ts share of the group pension scheme assets and habihities on a
consistent and reasonable basis, as permutted by FRS 17 “Retirement benefits”, the scheme 1s accounted for
as 1f 1t 15 a defined contnibution scheme

Contributions 1n respect of defined contribution schemes are charged to the profit and loss account as
incurred

Tangible fixed assets

The company has continued to follow the transitional provisions of FRS 15 “Tangible fixed assets” to retain
the book value of freehold land and buildings which were last revalued 1n 1985

Depreciation 1s based on historical cost or revaluation, less the estimated residual values, and the estimated
economuc lives of the assets concerned Freehold land 1s not depreciated Other tangible assets are
depreciated 1n equal annual instalments over the period of their estmated economuc lives, which are
principally as follows

Freehold buildings 50 years

Long leasehold land and bwildings 50 years

Short leasehold land and buildings Period of lease
Plant, machinery and vehicles 3-10 years

Long term contract balances

Amounts recoverable on contracts, which are included n debtors, are stated at cost plus attnibutable profit
less any foreseeable losses Payments received on account of contracts are deducted from amounts
recoverable on contracts in debtors or long term contract balances 1n stock Where such amounts have been
recerved and exceed amounts recoverable, the net amounts are included 1n creditors

Leased assets

Rental charges under operating leases are charged to the profit and loss account on a straight hine basis over
the hife of each lease

Assets held under finance leases and lure purchase contracts are included 1n tangible fixed assets and are
depreciated over the shorter of the contract term or thewr useful ife  The capital element of outstanding
finance leases and hire purchase contracts 15 included n creditors  The finance charge element of rentals 1s
charged to the profit and loss account at a constant periodic rate of charge on the outstanding obligations
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Notes (continued)

1 Accounting policies (continued)
Pre-contract costs

Pre-contract costs are expensed as incurred until the company 1s appointed preferred bidder Provided the
contract 1s expected to generate sufficient net cash mnflows to enable recovery and the award of the contract 1s
virtually certain, pre-contract costs incurred post the appomtment as preferred bidder are included 1n stocks
Where pre-contract bid costs are reimbursed at financial close, the proceeds are imtially applied agamst the
asset included 1n stocks Any excess recoveries of costs are cammed forward as deferred income and released
to profit over the period of the contract to which the pre-contract costs relate

Turnover

Turnover represents the net amount receivable, excluding value added tax, for goods and services supphed to
all customers including fellow subsidiary undertakings In respect of long term contracting achtivities,
turnover reflects the value of work executed during the year It also includes the company’s proportion of
work carmed out by joint arrangements duning the year

2 Turnover

The company has only one class of business, whuich 1s generated in the UK

3 Operating loss

2005 2005

Operating loss 15 stated
afier charging

Auditors’ remuneration

Audit 3,000 -
Depreciation 13,569 12,993
Hire of plant and machinery 374,272 1,433,250
Loss on sale of fixed assets - 16,664

Fees paid to the company’s auditor, KPMG Audit Ple, and 1ts associates for other than the statutory audit of the
company are not disclosed n these financial statements since the consohidated financial statements of the
company’s parent, Carillion plc, are required to disclose non-audit fees on a consohdated basis In 2005, the
auditors’ remuneration was paid by Canllion JM Limuted (formerly Mowlem plc), the ultimate holding company
at that time

4 Remuneration of directors

The two directors of the Company are employed by Canlhon JM Linuted (formerly Mowlem plc) and are
remunerated by that company in respect of their services to the group as a whole They receive ne emoluments
from this Company

10




Notes (continued)

5 Staff numbers and costs

City Special Waste Limmted

Directors’ report and financial stateiments
Year ended 31 December 2006

The average number of persons etnployed by the Company (including directors) during the year was 10 (2005

38)

Wages and salanes
Social secunty costs
Pension costs

6 Net interest payable

Payable to ultimate parent company
Bank interest receivable

7 Taxation on loss on ordinary activities

Analysis of (credut)/charge for the year

UK corporation tax
Current tax
Adjustments 1n respect of pnor penods

Deferred tax
Ongination and reversal of timing differences

Tax (credity/charge for the year

2006
£

491,826
46,062
784

538,672

2006

340,230
373)

339,857

2000
£

(76,649)
(49,481)

(126,130)

52,804

(73,326)

2005
£

2,453,506
217,098
5,872

2,676,476

2005

237,701
(14,725)

222,976

2005

4,466

4,466

11



Notes (continued)

7 Taxation on loss on ordinary activities (continued)

Factors affecting tax charge for the year

City Special Waste Limited
Dureclors’ report and financial statemcents
Year ended 31 December 2006

The tax assessed differs from the apphication of the standard rate of corporation tax mn the UK of 30% (2005

30%,) to the Company's loss before taxation for the following reasons

UK corporation tax
Loss on ordinary activities before tax

Current tax at 30% (2005 30%)

Effects

Value of tax losses not utthsed

Expenses not deductible for tax purposes

Capital allowances in excess of depreciation
Adjustments 1n respect of previous periods
Loss on sale of fixed assets

Totat current tax credit

8 Deferred taxation

At beginning of year
Capital allowances in excess of depreciation
Other umung differences

At end of year - (hability)/asset

2006 2005

£ £
(252,860) (4,201,671)
(75,858) (1,260,501)

- 1,263,119

1,589 6,847
(2,380) (4,466)

(49,481) .
- (4,999)
(126,130) -
2006 2005

£ £

6,678 11,144
10,196 (4,466)
(63,000) -
(46,126) 6,678

12




City Special Waste Limuted
Dhrectors’ report and financial stalements
Year ended 31 December 2006

Notes (continued)

9 Tangible fixed assets

Freehold

land and Plant and

buldings machinery Total

£ £ £

Cost
At beginning and end 148,836 15,670 164,506
Disposals - (6,577) (6,577)
Group transfers . - 19,864 19,864
At end of year 148,836 28,957 177,793
Depreciation
At beginning of year 36,697 3,339 40,036
Charge for the year 3,738 9,831 13,569
Dnsposals - (2,698) (2,698)
Group transfers - 6,414 6,414
At end of year 40,435 16,886 57,321
Net book value
At 31 December 2006 108,401 12,071 120,472
At 31 December 2005 112,139 12,331 124,470

10 Investment

The following mvestment was held by City Special Waste Limuted during the year

Investment
i fellow
subsidiary
£
Cost
At beginning of year 100
Provision for permanent dinunution mn value (100}

Atend of year -

The subsidiary company 1s incorporated and registered m the UK It did not trade durmg the year to 31
December 2006 The holding represents 100% of 100 £1 ordinary shares

Group financial statements are not presented as the company 1s ttself a2 wholly owned subsidiary of another
company ncorporated mn Great Brnitam  Group financial statements are prepared by the ultimate holding
company, disclosed 1n note 18

13




Notes (continued)
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11 Debtors
2006 2005
£ £
Amounts recoverable on contracts 298,028 589,089
Deferred tax — see note 8 - 6,678
Amounts due from other Group Companies 254,108 1,309,196
Group relief 127,649 51,000
Other taxation and social security - 54,854
Other debtors and prepayments 50,291 5,408
730,076 2,016,225
12 Creditors: amounts falling due within one year
2006 2005
£ £
Trade creditors 9,726 1,157,400
Bank overdraft - 64,910
Amounts due 10 other Group Companies 134,967 3,104,009
Other creditors 590,603 490,217
Deferred tax — see note 8 46,126 -
781,422 4.816,536
13 Creditors: amounts falling due after more than one year
2006 2005
£ £
Amounts owing to holding company 5,898,615 2,977,231
14 Called up share capital
2006 2005
£ £
Authorised
Ordinary shares of £1 each 1,000 1,000
Allotted, called up and fully pard
Ordinary shares of £1 cach 100 100
15 Reserves
Profit and
loss account
£
Deficit at beginning of year (5,650,055)
Retained loss for the year (179,534)
Deficit at end of year (5,829,589}
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Notes (continued)

16 Reconcihation of movements in equity shareholders’ funds
2006 2005
£ £
Loss for the financial year ' (179,534) {4,206,137)
Opemng equity shareholders’ deficit (5,649,955) {1,443,818)
Closing equity sharcholders’ deficit (5,829,489) (5,649,955)
17 Related party transacfions

As a subsidiary of Canllion plc (formerly Mowlem plc), the Company 1s exempt from the requirements of FRS §,
Related Party Transactions, to disclose transactions with entities that are part of the group or investees of the
group qualifying as related parties

18 Ultimate holding company

The company’s ulumate controlling company 1s Carilhion plc which 1s incorporated m Great Britain

Copies of the group financial statements of Canlhion plc are available from 24 Birch Street, Wolverhampton
WV14HY

19 Pension scheme

The company 1s a member of the Mowlem staff pension scheme Because the Company 15 unable to 1dentify its
share of the scheme assets and habilities on a consistent and reasonable basis, as pernutted by FRS 17
‘Retirement benefits,’ the scheme has been accounted for, 1n these financial statements, as if the scheme were
defined contribution scheme

At 31 December 2006 the scheme had a deficit of £46 3 nullion (2005 £98 7 nullion)

The latest full actuanal valuation was carmed out at 31 December 2004 and was updated for FRS 17 purposes to 31
December 2006 The market value of the schemes’ assets at the date of valuation were £323 1 mullion, which
represented approximately 78% of the benefits that had been accrued to members at that date on an ongoing bass,
after allowing for increases 1n salaries

The company contributions to both schemes for the year, totalled £784 (2005 £5,872) It has been agreed that an
employer contnibution rate of 15 3% of pensionable pay will apply in future years

The principal actuarial assumptions used are shown below

2006 2005 2004

% Y% %

Discount rate 500 475 540
Inflation rate 3.00 275 260
Rate of increase in pensions in payment and deferment 300 275 260
Rate of general increase in salaries 425 425 410

15




