SRR gxm/m:mm/mmmw://mx/m

Company Registration No. 02674166

Report and Financial Statcmcents

’’’’’’’’’’

OOOOOOOOOOOOOO



FCC Recycling (UK) Limited

Report and financial statements 2013

Contents

Officers and professional advisers

Strategic report

Directors’ report

Directors' responsibilities statement

Independent auditor's report to the members of FCC Recycling (UK) Limited
Profit and loss account

Balance sheet

Note of historical cost profits and losses

Notes to the financial statements

Page -

11
12
13

14



FCC Recycling (UK) Limited

Report and financial statements 2013

Officers and professional advisers

Directors

P Taylor
V F Orts-Llopis
A Serrano Minchan

Company Secretary

C Nunn

Registered Office

Ground Floor West

900 Pavilion Drive
Northampton Business Park
Northampton

NN4 7RG

Auditor

Deloitte LLP

2 New Street Square
London

EC4A 3BZ



FCC Recycling (UK) Limited

Strategic report

Overview of Group

FCC Recycling (UK) Limited (“the Company™) is a subsidiary of FCC Envxronment (UK) Limited (“FCCE UK”)
and its ultimate parent is Fomento de Construcciones y Contratas, S.A. (“FCC”). FCC is a significant multi-
national business listed on the Madrid stock exchange with operations in Europe, South. and Central America,
Africa, the Middle East and the United States of America. FCC’s principal activities cover Environmental .
Services (including waste management), Construction, Cement and Infrastructure.

FCC’s substantial financial strength and depth of experience in the European waste infrastructure sector is backed
by over 100 years of experience in operating municipal services contracts. This complements the position of FCC
E UK and FCC E UK’s subsidiary undertakings (together the “Group”) as a leading waste management, recycling
and renewable energy business and the Group’s ambition to maintain its position as a significant player in
establishing the next generation of waste treatment infrastructure in the UK. The core services provided by the
Group are fully aligned with FCC’s strategic growth plans and it is ideally placed to take advantage of local
opportunities to provide the services and infrastructure required by the United Kingdom to meet the European
Waste Framework Directive; 50% of all municipal waste will have to be recycled by 2020 and the European
Union’s target that 20% of all energy consumed should be from a renewable source by 2020. The Directors
continue to look forward to the opportunities that are presented to the Group and its employees by virtue of FCC’s
plans to expand and embed its operations in the UK.

The Group’s strategy is to “Own the Waste” and to maximise the value of resource, produce renewable energy
and provide 360° solutions to its customers. The Directors see the development of major waste infrastructure to
support sustainable waste management and strategic long-term partnerships as key to the Group’s future business
growth. It anticipates considerable activity and deployment of Group resources into recycling facilities,
renewable energy projects, the development of innovative waste treatment solutions and the provision of regional
facilities. The Directors remain of the view that Energy from Waste (“EfW”) will be a key component of some
regional waste strategies and, in combination with other treatment, recycling and recovery operations, backed up
by landfill disposal for residues, is a strategy that represents a long-term sustainable solution for meeting the
Group’s clients’ diversion targets. :

Refinancing

Early in the New Year, on 22 January 2014, Azincourt Investment S.L., the immediate parent company of FCC E
UK, successfully concluded the refinance of the UK business and, in addition to working capital facilities totalling
£60million, secured £80million of additional investment capital from FCC. This major investment is a clear vote
of confidence in the Group’s strategy and provides the necessary financial strength to move forward faster.

Business review

The Directors consider that the Group’s business performance was disappointing during 2013 albeit against a
backdrop of the difficult and ongoing market conditions seen in recent years.

Commentary on the Company’s results is set out in the Resuits, dividends and key performance indicators section.

Future trends and developments

The waste industry continues to face a number of challenges in the prevailing economic climate and the Directors
continue to focus the Group’s strategy on leveraging value from its existing assets and ensuring that it offers-best
value, quality services through sustainable waste management for both the municipal and commercial sectors
whilst continuing to reduce costs.

The Group will also continue to pursue its stated strategy of owning the waste, maximising the value of resource
and the investment in alternative waste treatment infrastructure and energy recovery technology as set out in the
Overview.



FCC Recycling (UK) Limited

Strategic report (continued)

Results, dividends and key performance indicators

The results for the year ended 31 December 2013 are set out on page 11. The profit (2012: profit) for the
financial year ended 31 December 2013 amounted to £1.2million (2012: £1.0million). The Company did not pay -
an interim dividend during the year (2012: £nil) and furthermore, the Directors do not recommend the payment of
a final dividend (2012: £nil). The profit (2012: profit) for the financial year has been transferred to (2012:
transferred to) reserves, resulting in a corresponding increase (2012: increase) in total shareholders’ funds in the
year.

For the year ended 31 December 2013, turnover from continuing activities increased by 20.5% to £87.3million
(2012: £72.5million). This reflects an increase in landfill activity combined with an £8 per tonne increase in the
landfill tax rate in the year, along with increased activity at the Company’s varied recycling and treatment -
facilities. The Company also commenced construction work on behalf of FCC Wrexham PFI (Phase II) Limited,
recognising £6.5million of turnover during the year in respect of this contract.

Operating profit in 2013 was £4.7million (2012: £3.7million). The result reflects the trends highlighted above
together with the impact of landfill provision reviews reported in note 3.

FCC E UK manages its operations on a divisional basis and information regarding key performance indicators is
included within the FCC E UK annual report. For this reason, the Company’s Directors believe that the
disclosure of further financial and non-financial key performance indicators for the Company is not appropriate
for an understanding of the development, performance or position of the business.

Principal risks and uncertainties

Operating in the UK’s highly regulated waste management market presents numerous risks and uncertainties to
the Group. In response, FCC E UK has appointed a Risk Committee that actively monitors the key risks that
impact the Group including the compilation of a comprehensive risk register. The Directors regard the following
to be the principal risks and uncertainties affecting the Group and their approach to managing these risks and
uncertainties is considered below: '

» Health and safety: Health and safety is a key issue for the Group due to the nature of its operations,
including the use of heavy plant equipment and difficult working conditions. The Group is continually
improving in this area as a result of ongoing consultation with the relevant authorities and the monitoring of
best practice initiatives. Whenever an area is highlighted for improvement, the Group seeks to implement
such improvement expeditiously; through bulletins, on-line training courses and tool-box briefings. The
Group’s Incident Review Panel meets quarterly, at which senior management review significant health and
safety incidents that have occurred at FCC E UK sites to identify improvements and lessons for the business.
All employees undertake a rigorous health and safety training programme, which is underpinned by the latest
UK legislation, detailed policies and procedures. The Group’s executive management receive regular,
detailed reports on health and safety performance affecting the Group’s operations and it employs a dedicated
team, led by the Group Safety, Health, Environment and Quality Manager, to monitor and promote high
standards. All employees are expected to recognise their role in achieving acceptable standards of health and
safety and to exhibit such understanding through their approach and attitude to work.

e Environmental risks: The Group’s operations are tightly controlled under environmental legislation
enforced principally by the Environment Agency (“EA”) and the Scottish Environment Protection Agency
(“SEPA”)." Compliance with all environmental legislation pertinent to the Group’s activities is a minimum .
requirement. A dedicated in-house team prepare regular reports on environmental compliance at the Group’s
sites for the Directors’ review. The Group has adopted a formal environmental policy, which was last
reviewed in 2012 and there are detailed environmental procedures to enable compliance with environmental
legislation.



FCC Recycling (UK) Limited .

Strategic report (continued) - ;

Principal risks and uncertainties (continued)

Business continuity: The Group, as part of its risk management programme, has developed business
continuity planning for its operations. As part of this planning the Group has developed a bespoke emergency
plan for each operational facility (including the diversion of waste from single or multiple sites in the event of
major disruption or disaster affecting a site or region). FCC E UK’s IT systems are outsourced to a specialist
IT services company and are covered by an IT disaster recovery plan, to ensure business continuity. The
Group is working on the development of a new business continuity plan under the control of FCC E UK’s
Integrated Management System that will be designed around the British Standard 25999.

Legislation: The Group monitors forthcoming and current legislation to ensure full. compliance and to
anticipate and assess the impact upon its operations, including the significant opportunities it can present. The
waste management industry is subject to extensive government regulation which has a substantial impact on
the Group’s business, FCC E UK therefore actively lobbies for its interests at European, national and regional
levels through trade associations and federations. .

Economic: The Group has exposure to reduced economic activity, and in the current year has seen waste
volumes reduce where lower economic output has been a factor. The Group’s strategy is focused on growing
through recycling and EfW where margins are generally higher than traditional landfill.

Litigation: The Group is subject to litigation from time to time. The outcome of legal action is always
uncertain and there is a risk that it may prove more costly and time consuming than expected. There is also a
risk that litigation could be instigated in the future that could materially impact the Group. In some liability
cases legal expenses are covered by the Group’s liability insurance. This risk is mitigated through continued
monitoring and employing an experienced and dedicated in-house legal team.

Competitive risk: The Group operates in highly competitive markets in which competitors’ service offerings
may react faster to legislative and market dynamics than those of the Group. To mitigate this risk the -Group
ensures that its asset, cost and capital base is regularly reviewed and flexed to meet changes in customers’
demands and to maximise cash generation.

Employees: The loss of key employees or the inability to hire experienced management personnel could have
a materially adverse effect on the business. To manage this risk, succession planning for senior positions
within the Group is undertaken. In addition, the Group has the benefit of being able to draw on wider
resources from within FCC.

Technology: The Group relies on a variety of information technology platforms for the efficient delivery of
its services and has therefore employed a structured IT Support team, using internal and external resources. In
addition, as there are a wide variety of technologies available to the waste management industry, there is a risk
that the technologies employed by the Group might fail to deliver expected performance levels or end products
for its customers and so FCC E UK has made a significant investment into establishing a dedicated technical
and development team. This team review and assess the available technologies before any are adopted to
ensure they w111 meet the needs of the business and that of its customers. :



FCC Recycling (UK) Limited

Strategic report (continued)

Financial risk management

The Company is. exposed to financial risk through its financial assets and liabilities. The most important
components of financial risk are interest rate risk, credit risk and liquidity risk all of which the Directors consider
relevant due to the nature of the Company’s activities and the assets contained within the Company’s balance
sheet.

Liquidity and credit risk

The Company’s exposure to credit and liquidity risk is reduced as it is a wholly owned subsidiary of FCC E UK
and participates in a cash-pooling agreement with the other members of the Group. Credit risk arises from the
risk of having credit exposures to customers, including outstanding receivables. The Company reviews the credit
ratings of all significant customers regularly and continues to monitor the quality of debtor balances on an
ongoing basis. Liquidity risk is the risk that the Company does not have sufficient cash resources to meet its
commitments. The Company prepares and reviews cash flow forecasts frequently to ensure that it has sufficient
resources to meet its cash flow commitments. '

Interest rate risk

The Company’s exposure to changes in market interest rates arises primarily from the Company’s revolving bank
credit facility. The risk is mitigated due to the short term nature of the obligation.

Going concern

The Directors, having assessed the responses of their enquiries to the immediate parent company FCC E UK, have
reviewed projected cash flows and continue to adopt the going concern basis in preparing the Directors’ report
and financial statements. Full details of the going concern considerations can be found in note 1 of the notes to
the financial statements.

Approved by the Board of Directors
and signed on its behalf by:

EF

C Nunn
Company Secretary

29 RAPAIL 2014



FCC Recycling (UK) Limited

Directors’ report

The Directors of FCC Recycling (UK) Limited present their report and audited ﬁnancnal statements for the year
ended 31 December 2013.

Principal actlv1ty

The principal activity of the Company during the year ended 31 December 2013 was handling, recycling and
disposal of waste materials.

The activities, strategies and risks affecting the Company are inextricably similar to, and dependent on, those of
the Group, and consequently it is appropriate that the following narrative applies to the Group in its entirety.

The Group is a key player within the municipal waste management sector, with over 70 Local Authority clients
across England, Wales and Scotland.

"~ The Group prov1des a diverse range of cost effective and sustainable waste processing, recycling, treatment,
disposal and energy recovery services for Local Authority and private commercial customers. During 2013, the
Group received, treated, recycled and disposed of 8.2million (2012: 8.1million) tonnes of household, commercial
and industrial waste and managed around 200 waste management facilities. Through innovative solutions, the
Group is committed to working with its Local Authority partners and industrial and commercial customers to
respond to often complex and far-reaching waste management strategies, to meet the challenges of increased
regulation from the UK and EU, and to improve upon waste management targets.

The Company undertakes activities in the following divisions of FCC E UK:-

e Recycling — comprising materials recycling facilities (“MRF”), composting and household waste
recycling centre (“HWRC”) operationse;

-« Waste Processing — comprising transfer station, landfill, hazardous waste treatment (including solid and
liquid wastes) and clinical waste solutions; and

e Business Waste Solutions — which has UK responsibility for the collection of commercial & industrial

and healthcare waste from the Group’s business customers to support the existing and planned
infrastructure of the Recycling and Waste Processing activities.

Post balance sheet event

On 22 January 2014, Azincourt Investment S.L., the immediate parent company of FCC E UK successfully
completed the refinancing of its businesses. As part of the refinancing, FCC E UK has agreed working capital
facilities totalling £60million until December 2017. In addition, FCC demonstrated their continued commitment to
FCC E UK with and £80million cash injection in return for equity.

Directors
The following individuals served as Directors of the Company during the year ended 31 December 2013 and up to
the date of this report:

P Taylor

V F Orts-Llopis

A Serrano Minchan

CJ Ellis (resigned 28 November 2013)

Directors’ indemnities

During the financial year, qualifying third party indemnity provisions for the benefit of all Directors of the
Company were in force and continue to be in force at the date of this report. Such provisions were made by FCC.



FCC Recycling (UK) Limited

Directors’ report (continued)

Employees

The professionalism and commitment shown by the Group’s employees over the last year has been a major
contribution to its operations. The Directors would like to thank all employees for their hard work, dedication and
loyalty during what has been another challenging and eventful year. :

FCC E UK is committed to ensuring that its policies and practices reflect human resource best practice. The
Group’s policy of equal opportunity gives all employees the same chance to succeed, irrespective of age, race,
nationality, ethnic origin, disability, membership of a trade union, sex or marital status. The Group has a
structured training and development programme and is fully committed to ensuring that all employees have the
necessary skills and knowledge to do their jobs effectively. Subject to the nature of its businesses in the waste
management industry, the policy of the Group is to ensure that there are fair opportunities for the employment,
career development and training of disabled persons.

The Directors are dedicated to maintaining the highest standards of honesty, openness and accountability and
recognise that employees have an important part to play in achieving this goal. All employees are encouraged to
report any concerns they may have over wrongdoing at work via the Group’s internal reporting system. In
addition, FCC E UK has engaged an independent confidential reporting (whistleblowing) service that employees
can access should they feel uncomfortable in approaching management. Following implementation of the UK’s
Bribery Act, the Group has provided training to all employees regarding the procedures and practices in place
within our business to prevent bribery and has issued an Anti-Fraud and Bribery Policy to which all employees
must adhere.

Training continues to be a high priority for FCC E UK and it recognises that it is vital that its employees have the
relevant skills to take up the new and exciting roles that are being created as the industry, and therefore the
business, evolves.

The Directors recognise the importance of communication with employees and members of the executive
management team regularly visit sites and discuss matters of current interest and concern to the business with staff.
In addition, the executive management regularly report on the Group’s successes and performance to the entire
Group via a monthly brief delivered by local management and announcements on the Group Intranet. An in-house
magazine is also published on a regular basis. :

Charitable and political donations

The Company made charitable donations amounting to £1,750 during the year ended 31 December 2013-(2012:
£108). In addition, employees of the Company have organised various fund raising events to support local and
national charities. No political donations were made during the year ended 31 December 2013-(2012: £nil).



FCC Recycling (UK) Limited

Directors’ report (continued)

Disclosure of information to the auditor

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

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006 (“the Act”™).

Auditor

Pursuant to section 487 of the Act, the auditor will be deemed to be reappointed annually by the Company and
Deloitte LLP will therefore continue in office until further notice.

Approved by the Board of Directors
and signed on its behalf by:

@SM/M/\
C Nunn
Company Secretary

29 AePRIL 2014



FCC Recycling (UK) Limited

- Directors’ responsibilities statement

The Directors are responsible for preparing the annual report and the financial statements in accordance w1th S

applicable law and regulatlons

Company law requires the Directors to prepare financial statements for each financial year. Under that law the. .
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accountmo Standards and appllcable law). Under Company law the
Directors must not approve the financial statements unless they are satisfied 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 perlod In preparing these :
financial statements, the directors are required to: . :

o select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and :

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain-the
Company’s transactions 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 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities. :

The Directors are responsible for the maintenance and integrity of the corporate and financial information included
on the Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.



Independent audltor s report to the members of FCC Recyclmg (UK)
Limited

We have audited the financial statements of FCC Recycling (UK) Limited for the year ended 31 December 2013,
which comprise of the profit and loss account, the balance sheet, the note of historical cost profits and Josses and the -
related notes 1 to 23. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is 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 in 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 auditor

As explained more fully in the Directors’ responsibilities statement, the Directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and
express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors.

Scope of the audit of financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the Company’s circumstances and
have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made
by the Directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-
financial information in the annual report to identify material inconsistencies with the audited financial statements and
to identify any information that is apparently materially incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies we consider the implication of our report.

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 31 December 2013 and of its profit for the year
then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on matters prescribed by the Companies Act 2006

In our opinion the information in the Strateguc report and the Directors’ report for the financial year for which the
financial statements are prepared is 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|, in our opinion:

¢ 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 in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or

o we ha\ﬁ:::

Makhan Chahal (Senior Statiitety Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

204 /\YN{ 2014

eived all the infopmation and explanations we require for our audit.
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FCC Recycling (UK) Limited

Profit and loss account

Year ended 31 December 2013

Turnover 4
Cost of sales

Gross profit
Administrative expenses
Operating profit

Net interést payable

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

Profit for the financial year

2013 2012
Notes o £000 £000
v , 87,347 72,473

' ‘ (79,058)  (65,957)
8,289 6,516

(3,558) (2,792)
4,731 3,724

5 (3,554) (2,707)
3 1,177 1,017
6 - -
16 1,177 1,017

All results in the year ended 31 December 2013 relate to continuing operations.

There are no recognised gains and losses in either the financial year ended 31 December 2013 or the previous

financial year other than as stated in the profit and loss account.
recognised gains and losses has been presented.

Therefore, no separate statement of total

11



FCC Recycling (UK) Limited

Balance sheet
at 31 December 2013

2013 2012

Notes £°000 £000
Fixed assets .
Intangible assets ) 7 . 1,567 1,770
Tangible assets 8 45,127 - 36,749
Investments 9 7,132 7,132
53,826 45,651
Current assets -
Debtors: amounts due within one year 10 440,287 416,195
Debtors: amounts due after more than one year 11 105,543 - 106,452
Total debtors ) 545,830 522,647
Cash at bank and in hand 38,099 3,886
583,929 526,533
Creditors: amounts falling due
within one year 12 (576,251)  (519,005)
Net current assets 7,678 -7,528
Total assets less current liabilities 61,504 . 53,179
Creditors: amounts falling due after more
than one year 13 (8,933) (1,843)
Provisions for liabilities 14 (17,497) (17,439)
Net assets 35,074 33,897
Capital and reserves
Called up share capital 15 20,872 20,872
Revaluation reserve 16 194 229
Profit and loss account 16 . 14,008 12,796
Shareholders’ funds 17 , 35,074 33,897

The financial statements of FCC Recycling (UK) Limited, registered number 02674166 were approved by the
Board of Directorson 2]\ oRiL_ 2014.
Signed on behalf of the Boarg of Directors

V F Orts-Llopis
Director

12



FCC Recycling (UK) Limited

Note of historical cost profits and losses
. Year ended 31 December 2013

Profit on ordinary activities before taxation

Difference between historical cost depreciation charge and the actual
depreciation charge calculated on the revalued amounts

Historical cost profit on ordinary activities before taxation

Historical cost profit for the year retained after taxation and dividends

2013 2012
£°000 £000
1,177 1,017

35 35
1,212 1,052
1,212 1,052

13



FCC Recycling (UK) Limited

Notes to the financial statements
Year ended 31 December 2013

1. Accounting policies

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

The following accounting policies have been applied consistently in both the current and previous financial
year in dealing with items which are considered material in relation to the financial statements.

Accounting convention

The financial statements are prepared under the historical cost convention as modified by the revaluation of
freehold and leasehold propemes :

Going concern

The Directors, having assessed the responses of their enquiries to the immediate parent company, FCC E
UK, have reviewed projected cash flows and carefully considered the risks to the Company’s trading
performance and cash flows, and continue to adopt the going concern basis in preparing the Directors’
report and financial statements

Cash flow exemption

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

Goodwill

Purchased goodwill, representing the excess of purchase price over the fair value of the assets acquired, is
capitalised and is being written off on a straight-line basis over its estimated useful life up to a maximum of
20 years. The Directors regard 20 years as a reasonable maximum for the estimated useful life of goodwill.

Consolidation

The Company has claimed exemption from the preparation of consolidated financial statements under
section 400 of the Companies Act 2006 as it is a subsidiary of a group which has prepared consolidated
financial statements. Accordingly, these financial statements present information about the Company and
not the Group, of which it is part.

Tangible fixed assets

Tangible fixed assets are stated at cost. Depreciation is provided on tangible fixed assets in use at rates
calculated to write off the cost less residual value of each asset as follows:

Freehold buildings - - over 25 to 50 years

Freehold landfill sites, leasehold

properties and licence agreements - based on the void used in the period as a propomon of total v01d
Leased assets - over the term of the lease

Plant and machinery - over 3 to 20 years

Motor vehicles - over 4 years

No depreciation is provided for on freehold land.

Expenditure on freehold landfill sites and leasehold properties includes engineering costs. - Elements of
these costs are classified according to their expected economic life and depreciated accordingly in
proportion to the rate that waste is deposited. All other assets are depreciated on a straight-line basis.

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

14



FCC Recycling (UK) Limited

Notes to the financial statements : : . A
Year ended 31 December 2013

1. Accounting policies (continued)

Investments
Investments are stated at cost less provision for any impairment.

Post retirement benefits

The Group operates a pension scheme providing benefits based on final pensionable pay. The assets of the
scheme are held separately from those of the Company. The Company is unable to identify its share of the
underlying assets and liabilities of the scheme on a consistent and reasonable basis and therefore, as
required by FRS 17 ‘Retirement Benefits’, accounts for the scheme as if it were a defined contribution
scheme. As a result, the amount charged to the profit and loss account represents the contributions payable
to the scheme in respect of the accounting period.

The Group also operates a defined contribution scheme on behalf of its eligible employees. Contributions
to the scheme are charged to the profit and loss account for the year in which they are payable. Differences
between .contributions payable in the year and contributions actually paid are shown as either accruals or
prepayments in the balance sheet.

Decommissioning and aftercare costs

Full provision has been made for the net present value (“NPV”) of the Company’s minimum unavoidable
costs, in respect of decommissioning liabilities at the Company’s landfill sites, which has been capitalised
in fixed assets. The Company continues to provide for all aftercare costs over the life of its landfill sites,
based on the volumes of waste deposited in the year, since liabilities in relation to these costs increase as
waste is deposited.

All long-term provisions for decommissioning and aftercare costs are calculated based on the NPV of
estimated future costs. Current cost estimates are inflated at 2.5 per cent and discounted at 5 per cent to
calculate the NPV. The effects of the unwinding of the discount element on existing provisions are
reflected as a financial item.

Turnover

Turnover is stated net of value added tax and trade discounts. Turnover from the supply of services
represents the value of services provided under contracts to the extent that there is a right to consideration
and is recorded at the value of the consideration due. Turnover is recognised in respect of waste disposal
services when the waste has been received and disposed of. Where payments are received from customers
in advance of services provided, the amounts are recorded as deferred income and included as part of
creditors due within one year.

Leases

Operating lease rentals are charged to the profit and loss account on a straight-line basis over the lease
term.

Assets held under finance leases, which confer rights and obligations similar to those attached to owned
assets, are capitalised as tangible fixed assets and are depreciated over the shorter of the lease terms and
their useful lives. The capital elements of future lease obligations are recorded as liabilities, while: the
interest elements are charged to the profit and loss account over the period of the leases to produce a
constant rate of charge on the balance of capital repayments outstanding.

Forelgn currencies

Foreign currency trading transactions are translated at the rates of exchange prevailing at the date of the
transactions. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
reported at the rates of exchange prevailing at that date.

Exchange gains and losses are recognised in the profit and loss account.

15



FCC Recycling (UK) Limited

Notes to the financial statements
Year ended 31 December 2013

1. Accounting policies (continued)
Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future.or a
right to pay less tax in the future have occurred at the balance sheet date. Timing differences are
differences between the Group's taxable profits and its results as stated in the financial statements that arise
from the inclusion of gains and losses in tax assessments in periods different from those in which they are
recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only to the extent that, on the
basis of all available evidence, it can be regarded as more likely than not that there will be suitable taxable
profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is not recognised when fixed assets are revalued unless by the balance sheet date there is a
binding agreement to sell the revalued assets and the gain or loss expected to arise on sale has been
recognised in the financial statements. Neither is deferred tax recognised when fixed assets are sold and it
is more likely than not that the taxable gain will be rolled over, being charged to tax only if and when the
replacement assets are sold.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date. Deferred tax is measured on a non-discounted basis.

2. Turnover

All turnover was generated in the United Kingdom from the handling, recycling and disposal of waste
materials.
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FCC Recycling (UK) Limited

Notes to the financial statements
Year ended 31 December 2013

3. (Loss)/profit on ordinary activities before taxation
2013 2012
£000 £000
(Loss)/profit on ordinary activities before taxation is after
charging/(crediting) items:
Amortisation of goodwill 203 203
Depreciation of tangible fixed assets - owned ' 6,685 6,206
Depreciation of tangible fixed assets - held under ﬁnance leases 763 225
Profit on disposal of fixed assets - ' ’ (146) (78)
(Reduction)/increase in environmental provisions on revision of estimate of
future costs (included within provisions charge) (104) - 706 -
Operating lease rentals — hired plant and machinery 1,472 1,160 .
Operating lease rentals — other 340 272
Fees payable to the Company’s auditor for the audit of the Company’s annual
accounts 4 5
Fees payable to the Company’s auditor and its associates for other services to ’
the Company - Other services 78 18

Non-audit fees totalling £78,000 were paid to the Company’s auditor, Deloitte LLP during the year under
review (2012: £18,000) in relation to other services.

In 2013, the Company paid audit fees relating to the statutory audit of financial statements of £226,000
on behalf of other fellow subsidiaries of FCC E UK (2012: £195,000). Of this amount, the fees that related -
to the Company were £5,000 (2012: £5,000).

4. Information regarding Directors and employees

None of the Directors received any remuneration or other benefits through the Company during the year
ended 31 December 2013 or the previous financial year.

They are all remunerated as Directors or employees of FCC E UK for services to the Group as a whole and
as such it is not possible to directly attribute any element of their remuneration to services as a director of
this company. '

2013 2012

£000 £000

Wages and salaries 19,470 17,921
Social security costs : 2,150 . 2,135

Other pension costs 2,207 .. 2,044 . -

23,827 22,100

No. No.
The average number of employees (excluding Directors) during the year was 719 - 665.
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FCC Recycling (UK) Limited

Notes to the financial statements
Year ended 31 December 2013

5.

Net interest payable

2013 2012
£°000 £000
Interest receivable and similar income .
Deposit interest receivable 7 43
Group loan interest receivable 504 644
Foreign exchange gain : 8 37
519 724
Interest payable and similar charges .
Bank interest payable (1,057) (1,112)
Unwinding of discount (note 14) (590) (490)
Other finance costs (1,850) (1,666)
Finance lease interest (576) (163)
(4,073) (3,431)
Net interest payable (3,554) (2,707)
Tax on profit on ordinary activities
' 2013 2012
£°000 £000

UK corporation tax .
United Kingdom corporation tax at 23.25% (2012: 24.5%) based
on profits for the year -

Deferred tax
Timing differences, origination and reversal -

Tax on profit on ordinary activities -
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FCC Recycling (UK) Limited

Notes to the financial statements
Year ended 31 December 2013

6. Tax on profit on ordinary activities (continued)

The total current tax result for both the current and previous year differs from the average standard rate of
23.25% (2012: 24.5%) for the reasons set out in the following reconciliation:

2013 2012
£°000 £000
Profit on ordinary activities before taxation 1,177 1,017
Tax on profit on ordinary activities at average standard rate 274 250
Factors affecting charge:
Non-taxable items 116 39
Group relief surrendered/(claimed) 304 (204)
Capital allowances (in excess of)/less than depreciation . (88) 435
Movement in general provisions (231) (370)
Site preparation relief (423) (122)
Amortisation of goodwill 48 50

Total current tax result - -

A number of changes to the UK Corporation Tax system were announced in the March 2013 Budget
Statement. The Finance Act 2013 enacted on 17 July 2013 included legislation to reduce the main rate of
corporation tax from 23% to 21% from 1 April 2014 and a further reduction from 21% to 20% from 1 April
2015.

7. Intangible fixed assets

Goodwill
£°000

Cost
At 1 January 2013 and 31 December 2013 2,296
Amortisation
At 1 January 2013 526
Charge for the year 203
At 31 December 2013 729
Net book value
At 31 December 2013 1,567

At 31 December 2012 . 1,770
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FCC Recycling (UK) Limited

Notes to the financial statements
Year ended 31 December 2013

8.

Tangible fixed assets

_ Other
Landfill freehold Plant and Motor
sites property machinery vehicles Total
£000 £°000 £°000 £°000 £000
Cost and valuation
At 1 January 2013 62,559 19,259 50,189 124 132,131
Additions 6,945 . 351 8,463 - 15,759
Disposals - - (1,077) - (1,077
Transfers between group .
companies/reclassifications - (5,380) 5,889 - 509
At 31 December 2013 69,504 14,230 63,464 124 147,322
Depreciation
At 1 January 2013 55,179 6,855 33,224 124 95,382
Charge for the year 2,544 892 4,012 - 7,448
Disposals - - (821) - (821)
Transfers between group
companies/reclassifications - €)) 187 - 186
At 31 December 2013 57,723 7,746 36,602 124 102,195
Net book value .
At 31 December 2013 11,781 6,484 26,862 - 45,127
At 31 December 2012 7,380 12,404 16,965 - 36,749

The net book value of plant and machinery includes £14,021,000 (2012: £2,849,000) in respect of assets
held under finance leases.

For freehold and leasehold landfill sites the historic cost equivalent is as follows:

2013 2012

£000 £000

Cost 70,712 63,767
Accumulated depreciation (59,125) (56,616)

Net book value 11,587 . 7,151

Freehold and leasehold properties were valued at Directors’ valuation on 27 January 1999:. On adoption-of
FRS 15 the transitional provisions were applied therefore the previous valuation will be maintained. .
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FCC Recycling (UK) Limited

Notes to the financial statements
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9. Investments
. £°000
Cost :
At 1 January and 31 December 2013 7,735
Provision
At 1 January and 31 December 2013 (603)
Net book value .
As at 31 December 2013 and 31 December 2012 7,132
The Company owns the entire issued ordinary share capital of the following companies:
Country of
Name incorporation Nature of business
WasteNotts (Reclamation) Limited England and Wales  Waste disposal and power generation
T Shooter Limited England and Wales  Waste recycling and disposal
Hykeham O&M Services Limited England and Wales  Dormant
10. Debtors: amounts due within one year
2013 2012
£°000 £°000
Trade debtors 82,136 79,692
Amounts due from fellow subsidiary undertakings 354,109 335,129
Other debtors 639 198
Prepayments and accrued income 3,403 1,176
440,287 416,195
11.  Debtors: amounts due after more than one year
2013 2012
£°000 £000
Amounts due from fellow subsidiary undertakings 103,227 102,766
Amounts prepaid to fellow subsidiary undertaking 2,316 3,686
105,543 106,452
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12,

13.

Creditors: amounts falling due within one year

Bank loans

Obligations under finance leases

Trade creditors

Amounts owed to fellow subsidiary undertakings
Other taxation and social security

Corporation tax payable

Other creditors

Accruals

Creditors: amounts falling due after more than one year

Obligations under finance leases

Obligations under finance leases are secured by related assets.

Obligations under finance leases:
Split between due in:

One to two years

Two to five years

Over five years

Included within creditors: amounts falling due within
one year (note 13)

2013 2012
£°000 £000
9,000 35,000
2,691 539

29,295 30,459
404,035 353,274
107,995 76,563

5,236 9,432

10,453 5,706

7,546 8,032
576,251 519,005

2013 2012
£000 £°000
8,933 1,843

2013 2012
£°000 £000
2,510 579
5,339 1,264
1,084 -
8,933 1,843
2,691 539

11,624 2,382
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14.

Provisions for liabilities

Other provisions
Decomm- Landfill

Other issioning  aftercare Total

£°000 £000 £°000 £°000
At 1 January 2013 © 3,758 4,031 9,650 17,439
Charged/(credited) to profit and loss account 1,549 - (726) 1,340 2,163
New provisions capitalised in tangible fixed assets 406 (164) - 242
Unwinding of discount (note 5) 8 80 502 590
Expended in year (2,450) 431) (56) (2,937)
At 31 December 2013 3,271 2,790 11,436 17,497

The Group provides for the estimated cost of decommissioning its landfill sites at the end of their
operational life and for their subsequent aftercare. The aftercare period is generally expected to be 60 years
and expenditure will be incurred throughout this 60 year period. These provisions are discounted at a rate
of 5% from the date on which the expenditure is expected to occur. These provisions by their nature
require a significant degree of estimation and hence there is a degree of uncertainty with regards to the
timing and amount of outflows of economic benefit.

Other provisions include the estimated cost of discharging environmental liabilities, including current
capping of open landfill areas and the disposal of leachate, which arise during the operational phase of its
landfill sites. Capping expenditure occurs as landfill cells are completed, whilst expenditure on the disposal
of leachate occurs throughout the lifecycle of a landfill site.

Deferred taxation

Provided Unprovided
2013 2012 2013 2012
£°000 £000 £2000 £000
Depreciation (in excess of)/less than capital
allowances (323) (216) 262 (198)
Short term timing differences 323 216 (1,331) -
- - (1,069) (198)

The Company has unprovided deferred tax assets as there is insufficient certainty as to whether events will .-

materialise to crystallise the deferred tax.
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Notes to the financial statements
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15.  Called up share capital

2013 2012
£°000 £000
Authorised i

21,000,000 ordinary shares of £1 each 21,000 21,000
10,000,000 preferred shares of $0.001 each 7 7
21,007 21,007

Called ub, allotted and fully paid
20,866,791 ordinary shares of £1 each 20,867 20,867
7,723,200 preferred shares of $0.001 each 5 5
20,872 20,872

The various rights attaching to the different classifications of shares are as follows:
Voting rights

Each preferred share confers the right to 100 votes on a show of hands or a poll. Ordinary shares carry the
right to one vote each per share.

Rights to receive distributions

The preferred shares carry the right to 99% of any dividend in priority to any other class of shares. The
ordinary shareholders therefore share the remaining 1% of any dividend in proportion to the nominal value
of their shares.

Rights in the event of a winding up

In the event of a winding up of the Company or repayment of capital, the preferred shares carry the right to
99% of any assets available for distribution in priority to any other class of shares. The ordinary
shareholders would then be entitled to the remaining 1% available for distribution.

16. Reserves

Profit

Revaluation and loss
reserve account Total
£°000 £000 £°000
At 1 January 2013 : oo : 229 12,796 13,025
Transfer from revaluation reserve (35) 35 -
Profit for the financial year - 1,177. 1,177

At 31 December 2013 194 14,008 14,202 ¢
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17. Reconciliation of movements in shareholders’ funds

Profit for the financial year

Net addition to shareholders’ funds
Opening shareholders’ funds

Closing shareholders’ funds

18. Opefating lease commitments

2013 2012
£2000 £2000
1,177 1,017
1,177 1,017
33,897 32,880
35,074 33,897

At 31 December, the Company had annual commitments under non-cancellable operating leases as follows:

Land and buildings

Plant and machinery

2013 2012 2013 2012
£°000 £000 £°000 £000

Which expire:
Within one year 40 97 26 13
In two to five years 113 212 625 446
After five years 239 300 - -
392 609 651 459
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19.

Pension contributions

The Company participates in the defined contribution scheme operated by FCC E UK on behalf of its
eligible employees. The assets of the scheme are held separately from those of the Company in
independently administered funds.

Certain employees of the Company are members of the Citrus Pension Scheme (formerly LAWDC) in
which FCC E UK is a participating employer. This is a defined benefit multi-employer scheme, the assets
of which are held independently of the Group. The Company is unable to identify its share of the
underlying assets and liabilities of the scheme. Further details regarding the scheme are provided in the
financial statements of FCC E UK.

Contributions to the scheme for the period are stated below. The agreed contribution rate which
commenced from April 2013 is equivalent to 21% of pensionable member salaries per month. In addition,
FCC E UK has agreed with the scheme trustee to pay an additional annual contribution of £900,000 until
2024 to meet the ongoing funding of the scheme.

An actuarial valuation of the scheme at 31 March 2012 indicated that the scheme was 70% funded based
upon the minimum funding requirement basis. At 31 December 2013 the deficit on the FCC E UK section
of the Citrus scheme, calculated on an FRS 17 basis, was £2,119,000 (2012: £4,848,000). There were no
outstanding or prepaid contributions at either the beginning or end of the financial year.

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

2013 2012

£000 £°000

Defined contribution schemes 1,175 - 1,182
Citrus defined benefit multi-employer pension scheme 1,032 862
2,207 2,044

The following disclosures relate to the Group defined benefit scheme and have been taken from the FCC E
UK accounts which have been prepared under IFRS:

Certain employees of the Group are members of the Citrus (formerly LAWDC) funded defined benefit
pension scheme in which the Group is a participating employer. The year end liability is as follows:

2013 2012
£°000 £000
Present value of funded defined benefit obligations (38,951) (38,170)
Fair value of plan assets 36,832 33,322
Benefit liability ' 2,119) (4,848)
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20.

Pension contributions (continued)

Movements in the fair value of plan assets are as follows:

At 1 January

Interest income

Return on plan assets (excluding amounts included in net interest expense)
Contributions by employer

Contributions by members

Administrative expenses paid from plan assets

Benefits paid :

At 31 December

Movements in the present value of the defined benefit obligation are as follows:

At 1 January

Current service cost

Past service cost

Interest cost

Contributions by members

Remeasurement (gains)/losses:
Actuarial (gains)/losses arising from changes in demographic assumptions
Actuarial (gains)/losses arising from changes in financial assumptions
Actuarial gains arising from experience adjustments

Benefits paid

At 31 December

Expense recognised in the consolidated income statement:

Current service cost
Administrative expenses
Past service cost

" Net interest expense

Net benefit expenses

2013 2012
£2000 £000
33,322 30,620
1,501 1,445
1,673 1,084
1,251 1,369
19 19

(82) (96)

(852) (1,119)
36,832 33,322
2013 2012
£°000 £000
38,170 36,652
306 347

- 184
1,692 1,696
19 19
(286) 432
98) 1,848

- (1,889)

(852) (1,119)
38,951 38,170
2013 2012
£2000 £000

306 347
82 96
- 184
191 251
579 -878
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20.

Pension contributions (continued)

The expense is recognised in the following line items in the consolidated income statement:

2013 2012
£°000 £000
Cost of sales 225 496
Administrative expenses 163 131
Finance costs 191 251
Net benefit expense 579 878
Amount recognised in the consolidated statement of comprehensive income and expense:
2013 2012
£000 £000
Return on plan assets (excluding amounts included in net interest expense) 1,673 1,084
Actuarial gains/(losses) arising from changes in demographic assumptions 286 432)
Actuarial gains/(losses) arising from changes in financial assumptions 98 (1,848)
Actuarial gains arising from experience adjustments - 1,889
Actuarial gain ' 2,057 693

At 31 December 2013, the cumulative amount of actuarial losses recognised in the statement of
comprehensive income and expense since 2005 (the earliest date at which figures prepared under IFRS are

available) was £3,195,000 (2012: £5,252,000).

The fair value of the plan assets and the return on those assets were as follows:

2013 2012

£°000 £°000

Equity instruments 10,466 8,414
Debt instruments 10,516 9,245
Diversified growth funds 13,279 - 13,895
Cash and cash equivalents 2,571 1,768
36,832 33,322

Actual return on plan assets A 3,174 2,529

Virtually all equity and debt instruments have quoted prices in active markets.
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20.

~ Pension contributions (continued)

The principal assumptions used in determining pension and post-employment benefit oblloatlons for the
Group's plans are shown below: :

2013 2012

Weighted average assumptions used to determine benefit obligations: .

Discount rate 4.60% 4.50%
Rate of inflation (RPI) 3.40% 3.10%
Rate of inflation (CPI) 2.40% 2.40%
Weighted average assumptions used to determine benefit cost: :
Discount rate 4.50% 4.70%
Rate of inflation (RPI) 3.10% 3.00%
Rate of inflation (CPI) 2.40% 2.30%

The life expectancy assumed in the calculations is based on the SAPS(YOB) table +1.0/+2.0 years for non-
manual/manual members respectively (2012: SAPS(YOB) table +1.0/+2.0). Life expectancy assumptions
for members from age 65 are set out below:

2013 2012
Non-manual Manual Non-manual Manual
Male member aged 45 from age 65 23.1 years  22.2 years 23.3 years  22.4 years
Retired male member aged 65 21.4 years 20.5 years 21.5 years  20.7 years

Employer contributions to the Citrus (formerly LAWDC) scheme in 2014 are expected to be £1,263,000.

History of plan
2013 2012 2011 2010 2009
£°000 £000 £°000 £000 £°000

Present value of defined benefit obligations (38,951) (38,170) (36,652) (35,227) (32,145)
Fair value of plan assets 36,832 33,322 30,620 30,890 28,118

Deficit @,119)  (4,848)  (6,032)  (4337)  (4,027)

Experience adjustments

2013 2012 2011 2010 2009
Experience adjustments on plan liabilities % 1%' (1% - - (2%)
Experience adjustments on plan assets % 5% 3% (8)% 5% . 10%

Significant actuarial assumptions for the determination of the defined benefit obligation are discount rate,
expected inflation and mortality. The sensitivity analyses below have been determined based on reasonably. -
possible changes in the respective assumptions occurring at the end of the reporting period, while holdmg ‘
all other assumptions constant.
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20. Pension contributions (continued)

Minus
0.25% Plus 0.25%
Base discount discount
2013 rate rate
Fair value of plan assets 36,832 36,832 36,832
Present value of benefit obligations (38,951) (40,826) (37,193)
Deficit (2,119) (3,994) (361)
Minus
0.25% Plus 0.25%
Base inflation inflation
2013 rate rate
Fair value of plan assets 36,832 36,832 36,832 .
Present value of benefit obligations (38,951) (37,548) (40,685)
Deficit 2,119) (716) (3,853)
Mortality
sensitivity
Base +1 year age
2013 rating
Fair value of plan assets 36,832 36,832
Present value of benefit obligations (38,951) (39,783)
Deficit 2,119 (2,951)

The sensitivity analysis presented above may not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptlons would occur in isolation of one another as
some of the assumptions may be correlated.

In presenting the above sensitivity analysis, the present value of the defined benefit obligation has been
calculated using the projected unit credit method at the end of the reporting period, which is the same as
that applied in calculating the defined benefit obligation liability recognised in the statement of financial
position.

There has been no chénge in the processes used by the Group to manage its risks from prior periods.

The Group’s subsidiaries should fund the cost of the entitlements expectéd to be earned on a yearly basis.

Employees pay a fixed per cent of pensionable salary. The residual contribution (including back service. - .. .
payments) is paid by the entities of the Group. The funding requirements are based on-a local actuarial . . °

measurement framework. In this framework the discount rate is set on a risk free rate..Furthermore,
premiums are determined on a current salary base. Additional liabilities stemming from past service-due to
‘salary increases (back-service liabilities) should be paid immediately to the scheme. Apart from paying the
costs of the entitlements the Group’s subsidiaries are not liable to pay additional contributions in case the -
scheme does not hold sufficient assets. In that case the scheme should take other measures to restore its
solvency such as a reduction of the entitlements of the scheme members. :

The average duration of the benefit obligation at the end of the reporting period is around 18 years (2012:
18 years).
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20.

21.

Contingent liabilities

(@)

(®)

©

@

(e)

The Company is a member of a group VAT registration and as such has contingent liabilities for
VAT in respect of other members of the Group.

On 21 December 2006, the Company was a party to the refinancing of Azincourt Investment S.L. -
(“Azincourt”) and its subsidiary companies. Azincourt was the company used by Fomento de
Construcciones y Contratas, S.A. for the acquisition of the Group and its subsidiary undertakings
including the Company. Under the re-financing the Company acceded to the Facility Agreement as
obligor and granted security by way of a fixed charge over the shares of the Company and all related -
distribution rights and a floating charge over its present and future business, undertaking and assets.
The Company also agreed to advance funds to Azincourt under the Group’s cash pooling
arrangements for the purposes of, among other things, the repayment of principal, interest or other
amounts under the Facility Agreement, or the payment of any other costs or expenses incurred by
Azincourt directly or indirectly in connection with its acquisition of the Group. The Company also
entered into a floating charge over all its present and future rights, title and interest to the cash
pooling account and all amounts credited to it in its favour.

On 27 September 2006, the Company together with several other Group companies, entered into a
Letter of Credit Facility with The Royal Bank of Scotland plc, allowing it to have performance
bonds and letters of credit issued on its behalf necessary for the business of the Company. At
31 December 2013 bonds and letters of credit to the value of £1.5million (2012: £1.7million) were
in issue in respect of the Company under this facility.

The Group must comply with the Environment Agency’s financial provisioning requirements for its
landfill sites in England and Wales, which is satisfied by providing financial security bonds totalling
£103.8million (2012: £100.8million). The value of the bonds issued in the Company’s name for this
financial provisioning requirement at 31 December 2013 was £9.1million (2012: £8.7million).
However, the Company is an indemnifying party to the other Group bonds and as such has
contingent liabilities for environmental provisions in respect of other members of the Group.

On 22 January 2014, the Company was a party to the refinancing of Azincourt and its subsidiary
companies. As explained above, Azincourt was the company used by Fomento de Construcciones y
Contratas, S.A. for the acquisition of the Group and its subsidiary undertakings including the
Company. Under the re-financing, the Company has granted legal mortgages (or the relevant
Scottish equivalent) over specified real property, fixed charges over certain assets, fixed charges or
share pledges over investments in addition to assigning certain of its insurance policies and interests
in hedging arrangements. The Company has granted floating charges over all present and future
undertakings not already charged pursuant to any of the above.

Post balance sheet event

On 22 January 2014; Azincourt Investment S.L., the immediate parent company of FCC E-UK successfully -
completed the refinancing of its businesses. As part of the refinancing, FCC E UK has agreed working -
capital facilities totalling £60million until December 2017. In addition, FCC demonstrated their continued |
commitment to FCC E UK. with an £80million cash injection in return for equity. '
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Related party transactions

22.
The Directors regard all subsidiaries of FCC as related parties. In the ordinary course of business, the
Company has traded with fellow subsidiaries of FCC. :
The Company has taken advantage of the exemption conferred by FRS 8 from disclosing details of those
transactions with other wholly owned subsidiaries of FCC. In the ordinary course of business, the
Company has traded with Shelford Composting Limited and BDR Property Limited, companies that form
part of the Group but which are not wholly owned subsidiaries of FCC.
Shelford Composting Limited is a related party by virtue of the fact that Waste Recycling Group (Central)
Limited, a fellow subsidiary of FCC E UK, owns 50% of its share capital. The Company provided central
administrative facilities to Shelford Composting Limited and re-charged expenses incurred in providing
those services.
BDR Property is a related party by. virtue of the fact that FCC E UK owns 80% of its share capital. The
Company provided central administrative facilities to BDR Property Limited and re-charged expenses
incurred in providing those services.
Details of the transactions during the year and outstanding balances with related parties at the year end are
as follows:
' Shelford Composting
Limited BDR Property Limited
2013 2012 2013 2012
£°000 £000 £°000 £000

Amounts due from related party parties:
Debtors: amounts due within one year - - 54 88
Amounts due to related party parties:
Creditors: amounts falling due in less than one

year (16) (525) - -
Expenses re-charged 12 12 11 1

23.  Ultimate parent company

The immediate parent of the Company is FCC Environment (UK) Limited, a company registered in
England and Wales.

The Directors regard: Fomento de Construcciones y Contratas, S.A., a company registered in Spain, as the . -

ultimate parent company.and Esther Koplowitz Romero de Juseu to-be the ultimate controlling party.

Fomento de Construcciones y Contratas, S.A. is the parent company of the largest group of which the

Company is a member and for which group accounts are drawn up. FCC Environment (UK) Limited is the . -

parent company of the smallest group of which the Company is a member and for which group accounts are . -
drawn up. Copies of the financial statements of both FCC Environment (UK) Limited and Fomento de
Construcciones y Contratas, S.A. are available from the Company Secretary, Ground Floor. West, 900
Pavilion Drive, Northampton Business Park, Northampton, NN4 7RG.
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