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CLEVELAND WASTE MANAGEMENT LIMITED

Directors’report
for the year ended 31 March 1997

The directors present their repost and the audited financial statements for the year ended 31 March 1997,
Principal activities

The principal activities of the company are the provision of waste disposal facilities.

Review of the business and future developments

The company has progressed the constructior of 2 modern erergy from waste plant to replace the existing plant
which closed on 30 November 1996, The new plant will generate power, initially under a 15 year contract awarded to
the company in the Third Non~—Fossil Fuel Obligation Rencwatles Order. Construction of the new facility
commenced on 1 August 1995 and commissioning is expected in Autumn 1997.

Finance for the construction is being provided by Northumbrian Water Group pic, the parent company of
Northumbrian Environmental Management Limited, the company’s principal shareholder. Further details of the
loan are contained in note 13 10 thesc financial statements.

The directors are pleased to report that the performance of the company has continned in line with business plan
expectations and that progress on the construction of the new plant is proceeding satisfactorily. The company
opened a landfill site in November 1996 in order to support and exiend its range of waste disposal facilities. The
company made a loss before tax of £612,885 (1996: profit £372,834) in the year. The profit after taxation for the
year to 31 March 1997 was £1,641,116 (1996: £728,816). The directors do not recommend the payment of a
dividend and the retained profit £ theyear 10 31 March 1597 will be 2dded 1o rescrves.

The Finance Act 1996 included the primary legislation for a Landiill Tax 1o be Ievied on Jandfill site operators lor
waste deposited in tandfill sites with effect from 1 Oclober 1996. The tax is adminisiered by HM Customs &
Excisc and is applied at prescribed rates, on a weight basis, 10 certain categories of waste in accordance with
secondary legiskation. As a consequence, the amounts disclosed as turnover and cost ¢f sales include the fandfill
tax which has been recovered from customers and accounted for to HM Customs & Excise.

Charitable donations

Donations made by the company during the period amounted 10 £9,892,

Dircctors

The dircctors of the company during the year ended 31 March 1997 were:

Councillor J Gasvey Resigned on 20 June 1996
J C Garvey

I F Goodiellow {Chairman}

C M Green

D J Watson

P Taylor

IM Kay Appointcd on 20 June 1995
Councillar M Boddy Appointed on 20 Junc 1996
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CLEVELAND WASTE MANAGEMENT LIMITED

Directors’report
{or the year ended 31 March 1997 (continued)

Directors interests
None of the directors who held office as at 31 March 1997 had any interest in the shares of 1he company.

As al 31 March 1997, IF Goodfeliow held options over 400 ordinary shares of FF60 and DJ Watson held options
over 200 ordinary shares of FF60 in the capital of Lyonnaise des Eanx SA, the company’s ultimate parcnt
company which were granted during the financial year.

No other director holds any interest required to be disclosed in accordamce with Schedule 7 of the Companics
Act 1985,

Employces

The company recogniscs its responsibilitics towards disabled people and to their training, career development
and promotion and gives full and fair consideration to applications for employment made by disabled persons
where suitable work can be found.Every effort is made to find appropriate allernative jobs for those who become
disabled while working for the company.

The Board recognises that it is important 10 continue 10 recruit and develop a successful 1eam. This 3s achieved
by promoting opportunitics for decentralised decision making, individualaccoumtability, icamwork and successful
communication. Continuous devclopment is promated to enable cmployees 1o reach their full potential. ftis the
Board’s aim to develop a company where people are committed to achieving the best for the business and are
confident to use their skills and initiative to add maximum value,

Aunditors

The company has appointed Arthur Andersen as its auditors and has, by cloctive resolution pursuam o
section 386 of the Companices Act 1985, dispensed with the abligation 1o appaint 2uditors annually.

Statement of directors’ responsibilities

The directors are required by UK company law 1o prepare financial statemems for cach financial period that
give a true and fair view of the state of affairs of the company as at the end ol the financial peried and of the
profit or loss of the company for that period.

The dircetors confirm that suitable accounting policies have been wnsed and applied consistently and rcasonabie
and prudent judgements and estimates have deen made in the preparation of the financial statements for the
year ended 31 March 1997. The directors also confirm that applicable Accounting Standards have been followed
and that the financial statements have hecn prepared on the goingconcern basis.

The directors arc responsible for keeping proper accounting records, for taking reasonable stepstosafeguard the
assets of the company and to prevent and detect fraud and other Irregutaritics.

By order of the Board
D J Watson \ ﬂ - \
Sccretary A \W

16 June 1957

page2




Report of the auditorsto the shareholdersof
CLEVELAND WASTE MANAGEMENT LIMITED

We have audited the financial statements on pages 4 to 14 which have been prepared under the historical cost
convention ard the accounting policies set out on pages 6 and 7.

Respective responsibilities of directors and auditors

As described on page 2 the company’s directors are responsible for the preparation of financial statements. It Is
our responsibility to form an independent opinion, based on our audit, on those statements and 1o report our
opinion to you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit
includes cxamination, on a tcst basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an asscssment of the significant estimates and judgements made by the directors in
the preparation of the financial statements and of whether the accounting policies are appropriaie 10 the
company’s circumstances, consisicnily applicd and adequately discloscd.

We planned and performed our avdit so as 10 obtain all the information and explanations which we considered
necessary in order to provide vs with sufficient evidence to give reasonable assurance that the financial
statements arc free from material misstatement, whether caused by fraud or other frregularity or ¢rror. In
formingz our opinion we also cvalvated the overall adequacy of the presentation of information in the fnancial

statements.
Opinion
In our opinion the financial statcments give a true and fair wiew of the siate of affairs of the company

at 31 March 1997 and of the profit for the year then cnded and have been properly prepared jn arcordance with
the Companies Act 1985.

kedivy Kknderveer

Arthur Andersen
Chartered Accouniants and Registered Auvditors
Newcasile upon Tyne

16 June 1997
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CLEVELAND WASTE MANAGEMENT LIMITED

Prefit and loss account
for the year ended 31 March 1997

Turnover

Cost of sales

Groess profit

Administration expenses
Operaling profit

Netinterest (payablc) / receivable

(Loss) / profit on ordinary activities
before taxation

Tax on (loss) / profit on ordinary activitics

Retained profit for the financial period

“Year to 36wecksto

Note 31 March 1997 31 March 1996
£ £

2 5,700,813 3,445,852
(4,682,350) 2,823,896

1,018,463 621,956

(473,753) 2829

544,710 339,031

7 (1,157,595) 33,303
2&3 {612,885) 372,834
8 __2,254001 _ sssgs
6 _LESLIIE 78316

All turnover and operating profits have miser from the continuing operations of the business. The company has
no rccogniscd gains and losses other than those included in the profits / {losses) above and therefore no separaic

statement of total recognised gains and losses has been presented.

There is no difference between the (loss) / profit on ordinary activities before taxation and the rctained profit for
the financial period stated above and their bistorical cost equivalents,

The notes or pages 610 14 form part of these financizl statements.
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CLEVELAND WASTE MANAGEMENT LIMITED

Balancesheet
asat 31 March 1997

Fixed asscis
Tangible assets

Current asscts
Stocks

Dcbiors
Cash at bank and in hand

Creditors : amounts falling due within one yeay
Net currcnt liabilities
Total assets less current liabilitics

Creditors : amounts falling due after more
than one year

Provisions for liabilitics and charges
Nect asscts

Capital and reserves

Called up share caphial

Profit and loss account

Sharcholders' funds

Analysis of sharcholders® funds

Equity shareholders® funds
Non~cquity sharcholders’ funds

Note 1997
£

9 38,670,129
10

1 3,397,938

3,397,938

12 _(15,627,471)

(12,229,533}
26,440,596

13 (18,014,826)

14 {90,842)

8,334,928

15 5,964,996
16 _ 2,369,932

W, 3334928

2,370,732
7 _ 5,564,196

8,334,528

1996

£
14,879,333
72,857
2,805,001
200,740
3,168,598
(6,514,064)

{3.345,466)
11,533,867

{4,840,055)

5,964,995
728,816

6,693,812

725,616
5,964,196

6653812

The financial statements on pages 4 10 14 were approved by 1he Board of Directors on 16 June 1957 and were

signed on its behalf by:
{ via e

C M Green
Finance Director

"The notes on pages 610 14 form part of these financial statemenits.
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CLEVELAND WASTE MANAGEMENT LIMITED

Notes to the financial statements
for the year ended 31 March 1997

1 Principal Accounting Policics

Th(_: fin_ar_lcial statements have been prepared in accordance with applicable Accounting Standards in the
United Kingdom. Asummary of the more important accounting policies, which have been applied consistently,
is set out below.

(a) Basis of accounting
The financial statements have been prepared under the historical cost convention.

(B) Going concern

The company has net current labilities at 31 March 1997. The dircclors have prepared the financial
statements on 2 going concern basis as the company’s parent undertaking has confirmed its intention to
provide financial support for the foreseeable future.

(c) Cash How statement

At 31 March 1997 the company was a subsidiary undertaking of Northumbrian Environmental Management
Limited which is itself a wholly owned subsidiary undestaking of Northumbrian Water Group plc, a company
that produces publicly available accounts in which the company is included. Conseguently the company is
excmpt under the terms of Financial Reporting Standard Nol {Revised) "Cash Flow Statements’, from
publishing a cash ow statement.

(d) Turacver
Turnover, which excludes valuc added tax but includes landfill 1ax, represents the income receivable in the

ordinary coursc of business for the provision of waste disposal facilities. Landfill zax s included at prescibed
rates in accordance with the Finance Act 1996 with effect from 1Octoher 1996,

(c) Tangibie fixed asscls and depreciation
Tangible fized assets arc included at cost together with any Incidental expenses of acquisition Jess

accumulated depreciation,

Landfiil sites are depreciaied on the basis of airspace used in the period in relation to the total airspace of
the site. Assets in the course of construction are depreciated from the dale ofcomimissioning, Other assets
are depreciated on a straight line basis over their useful econormic lives 10 an expected residmal value. The
number of years over which assets are depreciated are as follows:

Number
«of years
Plant and machinery 210
Motor vehicles 4
Fixiures, fitlings, 100ls and equipment 3
Frcehold Jand and buildings 50

() Peosion schome arrangements

The cost of providing pension benefits is charged to the profit and lossaccountso @8 Rospread theoost over the
expected average service lives of employees. Differencesbetweenithe amounts fundedand amounts charged 10
the profit and loss account are ireated as either prepaymenis of provisions in the balance sheel
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CLEVELAND WASTE MANAGEMENT LIMITED

Notes to the financialstatements
for the year ended 31 March 1997 (continued)

1 Principal Accounting Policics (continued)

(g} Taxation

Corporation tax payable is provided on taxable profits at the current rate. Timing differences arise from the
inclusion of items of income and expenditure in tax computations in periods different from thosc in which
they are included in the financial statements. Tax deferred or accelerated is accounted for in respect of all
material timing differences to the extent that it is probable that a Yability or asset will crystallise in the
foresecable future. Provision is made at the rate which is cxpected to apply when the Liability or asset
crystallises.

(h) Foreignt currency

All transactions denominated in foreign currencies are translazed into sterling at the actual rates of exchange
ruling at the dates of the transactions. Foreign currency balances are translated Into sterling at the rates of
exchange ruling at the balance shect date. Forcign exchange differences are taken 1o the profit and loss
account in the period in whick they arisc,

{1) Stock
Stock represems engineering spares stated at cost less ary provisions necessary 1o recoghise damage and
obsolescence.

{j) Operating leases
Rentat costs arising under operating leases are expenscd in the year in-which they are incurred.

(k) Landfll restoration and altcrcare provisions
Provision is made for the expecled cost of site restoration and post operational environmental management
on the basis of airspace used in the period in relation 10 the 1otalairspace of thesite.

2 Turnover and (loss) / prafit on ordinary activitics before taxation

Turnover and (loss) / profit on ordinary activities before Iaxation are wttribmable 1o the company’s
principal activities, (ke provision of waste disposal facilities, "Turnover consists entircly of sales madein the
United Kingdomn.

3 (Loss) / profit on ordinary actjvilics beforc taxation Year to Faweeksto
31March 1997 31 Maxch 1996
£ £

{Loss) / profit on ordinary activitics before taxation is stated after charging s
Depreciation of owned tangible fixed assets 351,102 235361
Auditors’ remuncration 3,900 4,000
Operating leases - motor vehicies 24,772 17,403
Opecrating lcases — other 111,302 1,300
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CLEVELAND WASTE MANAGEMENT LIMITED

Notes to the financialstatements
for the year ended 31 March 1997 (continued)

4 Directors’ emoluments

Rentuperation
The remuneration ¢f two directors was borne by the compary:
Emoluments

The remuncration of the highest paid director was as follows:
Emoluments

Year 10 36 weeksto

31 March 1997 31 March 1996
£ £

54,736 38,812
50,890 34,683

None of the other directors received any remunesation for services as a director of the company in the year

ended 31 March 1997 (1996: £nil).

Pension

The highest paid director was a member of a defined benefit scheme.

5 Transactions with directors and officers

There are no transactions or arranpements which would be disclossble wader the provisions of the

Companies Act 19835,

6 Employce information

The average monthly number of persons (including exccutive dircoiors) employod by the company during

the period was:

By activity

Operational
Administration

Suff costs (lor the above persnns)
Wages and salaries

Social security costs
QOther pension costs

puped

Yearto 3bwecksio
31 March 3997 31 March 1996
Nuiber Number
38 44

7 ri

45 51

Z £
S05,997 735670
73,924 60,508
81,338 5782
0D51.259 B54)091




B
CLEVELAND WASTE MANAGEMENT LIMITED
Notes to the financialstatements
for the year ended 31 March 1997 (continued)
7 Net interest (payable) / receivable Year to 36weeksto
31 March 1997 31 March 1995
£ £
inicrest payable
On group loans (1,091,066) (173,002)
On barnk loans and averdrafts {107,957y (11,582)
(1,199,023) (184,584)
Interest receivable
Bank intcrest receivable 1,182 -
On group loans 40,246 218,387

Net interest (payable) / receivable

§ Tax on (loss) / profit on ordinary activitics

UK corporation tax a1 339 (1996:33%):
Receivable in respect of group retie{
Under provision in respect of prior ycars {group reficf)

Tax credit

(1,157,595) 33,803

Year to 36weeksto

31 March 1997 31 March 1996
£ X

2,249,823 355,982
4,178 —

. 2:2541‘001 355,082

The company has provisionally surrendered tax losses to fellow subsidiaries In the curremt period of
approximately £6,818,000 (1996: £1,079,000) for which paymentwill be reccived at33%. Theraxcharge forthe
period has been reduced by approximately £2,060,000 {1996: £533,000) by the non—provision of delerred tax

which is not expected to crystallise in the foresceable future.
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CLEVELAND WASTE MANAGEMENT LIMITED
Notes to the financialstatements
for the year ended 31 March 1997 (continued)
10 Stock
1997 1956
£ £
Engincering spares - 72,857
11 Debtoxs
1597 1995
£ £
Amounts falling due within one year:
Trade debtors 704,640 584,908
Amounts owed by parent and fellow subsidiary undertakings 2,259,403 1,590,392
Qther debtors 384,823 2,266
Prepayments and accrued income 47,072 227435
3307938 _ 2805001

Included in amounts owed by parent and feliow subsidiary undertakings is £2,249,823 [1996: £355,982) in
respect of tax losses provisionally surrendered by this company in tie current year and £4,178 (1996: £nilj in
respect of tax losses provisionally surrendered in prior periods.

12 Creditors : amounts falling duc within one year

1997 1996

£ £y

Bank overdraft 3,114,511 -
Trade creditors 737,958 GI3,051
Amounts owed to parent and feltowsuobsidiary undertakings 3,034,858 1,389,706
Other taxation and social sccurity payable 378,808 81,108
Accruals and deferred income B,361326 4,430,159

15627471 5,504,064

13 Creditors : amounts falling due after more than oneyear

1987 1995

£ £

Amounts owed to Northumbrian Water Group plc 18,004,828 4,204,826
Retention in respect of assels in the course oI consiruction - 625,225
18.014.826 4,840,055

The amounts owed to Northumbrian Water ‘Group ple reprosent advances mndet  secured tenm lean zod
revolving advances facility agreement dated 21 July 1995, The term lloan iis mepaysble in ien eguzl annnal
instalments commencing on 30 September 1998.
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CLEVELAND WASTE MANAGEMENT LIMITED
Notes to the financialstatements
for the year ended 31 March 1997 (continued)

14 Provisions for liabilities and charges

(a) Deferred taxation
Deferred taxation provided in the financial statements and the full potential fiabifity are as follows:

Amounted provided Full potential liability
1997 1996 1997 199
£ £ £ £
Timing differences arising from:
Accelerated capital allowarnces - - 2,711,483 564,752
Other — — {39,588} (31,260)
— - 2.671.895 533,492

There has been no movement on the provision for deferred taxation in the year ended 31 March 1997.
(b) Landfill aftcrcare and restoratior provision £
Amount provided at 1 April 1996 -

Profit and loss account 90,842
Utilised in year

Amount provided at 31 March 1997 50,842
15 Called up share capital 1997 1995
£ £

Authorised, allotted, called up and fully paid:
190 °A' and *B' ordinary (voting, non—cguity) shares of 1p cach 1 1
200 deferred sharces of £1 each 2060 200
800 ordinary (equity, non--voting) shares of £1 cach S0D 300
5,963,995 redecmable preference shares of £1 cach 5,963,995 5,983,955
5,964,996 5.964.995

The 'A’ and "B’ ordinary shares, the redecmable preference shares and the deferred shares do mot confer any
right to receive a dividend or any other distribution of the profits of the company.

The *A’ and 'B’ ordinary shares have the voling rights provided for in Asticle 56 of the company’s Axticles
of Association. The ordinary shares, the redeemable preference shares and the deferred shanes do not confer

any voting rights in any circumstzanees.

On a return of capilzl on liquidation or otherwise, the assets of the company availzble for disuribution
amongst the members shall be applicd:

{2) firstly, 10 the holders of the redcemable prelerencesheres;

(b} sccondly, to the holders of the *A” and *B* ordinary sharcs ranking pard passw;

(c) thirdly, to the holders of the ordinaryshares;

{d) subject thereto, the batance (if 2ny) to the holders of the deferred shares.

The redeemable preference shares may be redcemed at par atany time @ttheoption efahe company once the
loan facility referred to in note 13 has been fullyrepaid or after 1 Janazry 2010if sooner.
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CLEVELAND WASTE MANAGEMENT LIMITED

Notes to the financialstatements
for the year ended 31 March 1997 (continued)

{b) Leasc commitnenls

16 Reserves Profit and
loss account
£
At 31 March 1995 728,816
Retained profit for the financial period 1,641,116
At 31 Maxch 1997 2,369,932
17 Recenciliation of movements in sharcholders’ funds
1997 1996
£ £
Opening shareholders’ funds 6,693,812 2
Increase in share capital during the period - 5,964,994
Retaje.d profit for the financial period 1,641,116 728,816
Closing sharcholders” funds 8,334,928 6,693,812
The analysis of non—equity shareholders’ funds by class ol share i o1 out below:
1997 1996
£ £
100 'A’ and 'B’ ordinary shares of 1p cach i 1
200 deferred shares of £1 cach 200 20D
5,963,995 redeemable preference shares of 41 each 5,963,995 5,963,995
5,964,196 5,964,196
18 Commitments and contingeat Habilitics
1997 1985
(1) Capital cxpenditure k) £
Approved by the directors, cortracted for but not yet provided 5,966 655 27.064.574

Al 31 March 1997 the company had annuai commitments in respect of mon—camcelleble cperating feases

for motor vehicles and other asscts as fotlows:

1997 1996
Motor vehicles Dther assels Motorwehicles Oiher assels
£ L E £
Expiring in Iess than one year 10,471 - - -
Expiring between two and five years 16,148 26,168 2709] -
Expiring after more than five years - 32,354 - -
26,619 78522 27991 -
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