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Report of the directors

The directors present therr report and the financial statements of the company for the year ended
31 May 2007.

Principal activities and business review

The principal activity of the company continued to be the remediation of contarunated sites throughout
the UK.

Thus year has been charactensed by project delays, with chients and contracts continuing to face planming,
envronmental and funding i1ssues. Additionally, the results reflect a significant provision against future
losses on one contract that will complete next year. The directors are disappointed with the outcome for
the year however they are pleased with the significant progress made in the utilisation of steam and other
technologes as a means of treating contamination.

Future developments

Three significant contracts have been secured, with turnover totalling in excess of £5m and, most
encouragingly, project starts in the first 6 months of next year. The larger nature and longevity of these
contracts, coupled with a favourable trading environment will assist the business 1n returning to
profitabilty. Profits going forward will be retained to strengthen the balance sheet position and provide a
platform for sustained growth and cash generauon.

Results and dividends

The loss for the year amounted to £344,000. The directors have not recommended a dividend.

Key performance indicators

Change 1n the

2007 2006 year
Financial metrics
Revenue £000 4,948 5,258 - 6%
(Loss)/ earmungs before unterest, tax,
depreciation, amortisation and central
management charges £000 (177) 485 - 662
Average days tumover 1n amounts
recoverable on contracts and trade debtors Days 87 92 - 5 days

People
Staff as ar 31 May No 27 26 + 4%




Chumgold Remediation Limited 4
Financial statements for the year ended 31 May 2007

Funding and risk management objectives and policies

The man nisks arising are hquidity and credst risks. The directors review and agree policies for managing
each of these risks and they are summansed below. These policies have remammed unchanged from
previous years.

Liquidity

‘The company uses overdraft faciities provided by Lloyds Bank for short-term flexibility. At the year end
the company has access to undrawn commated borrowing facilities of £500,000. The marurity profile of
committed banking facilities 1s regularly reviewed and such facilities are extended or replaced well in

advance of their expiry The company does not enter into speculative financial transactions and uses
financial instruments (e.g. Trade Credit Insurance) for certain risk management purposes.

Credit risk

The company's principal financial assets are cash, trade debtors and amounts recoverable on contracts.
The company limits deposits to short term dcp051ts with 1ts bankers. The principal credit nisk arises
therefore from 1ts debtors/amounts recoverable on contracts.

In order to manage ths risk all jobs and customers are credit checked at contract stage and credr
msurance is arranged on the majorty of debts.

Directors

The durectors who served the company dunng the year were as follows

C A Sillars

J Rudgeway

H ] Ventham

R S Pollock

R N Tredwin

JR Ancell (Resigned 22 December 2006)
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Directors’ responsibilities

The directors are responsible for prepanng the Annual Report and the financial statements 1n accordance
with applicable law and regulations.

Company law requures the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements 1n accordance with United Kingdom
Accounting Standards (Untted Kingdom Generally Accepted Accounting Practice). The financial
statements are required by law to give a true and fair view of the state of affawrs of the company and of the
profit or loss of the company for that period. In preparing these financial starements, the directors are

required to:
»  select surable accounting polcies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

o 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 enable them to ensure that the financial

statements comply with the Companies Act 1985. 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
artties

In so far as the directors are aware:
¢  there is no relevant audit informanion of which the company's auditors are unaware; and

o the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audr information and to establish that the audiors are aware of that informanon.

Auditor

A resolution to re-appomnt Grant Thornton UK LLP as auditor for the ensuing year will be proposed at
the annual general meeting in accordance with section 385 of the Companites Act 1985.

BY ORDER OF THE BOARD

RN Tredwin
Secretary
10 August 2007




Grant Thornton &

Report of the independent auditor to the members of
Churngold Remediation Limited

We have audited the financial statements of Churngold Remediatnon Limuted for the year ended

31 May 2007 which comprise the principal accounting policies, profit and loss account, balance sheet and
notes 1 to 20 These financial statements have been prepared under the accounting policies set out
therein

Thus report 1s made solely to the company's members, as a body, 1n accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them n an auditor's report and for no other purpose
To the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as 2 body, for our audit work, for this report, or for the opinions
we have formed.

Respective responsibilities of directors and auditor

The directors' responsibilities for preparing the Report of the Directors and the financial statements 1n
accordance with United Kingdom law and Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) are set out 1n the statement of directors’ responsibilities.

Our responsibility 1s to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Audinng (UK and Ireland)

We repott to you our opinion as to whether the financial statements give a true and fair view and are
propetly prepared in accordance with the Companies Act 1985 We also report to you whether 1n our
opinton the information given in the Report of the Directors 1s consistent with the financial statements

In addinon we report to you if, 1n our opinion, the company has not kept proper accounung records, 1f we
have not recetved all the informauon and explanauons we requure for our audit, or if information specified
by law regarding directors' remuneration and other transactons 1s not disclosed

We read the Report of the Directors and constder the implicauons for our report if we become aware of
any apparent rmusstatements within 1t

Basis of opinion

We conducted our audit in accordance with Internatonal 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 in the financial statements It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company's circumstances, consistently applied and
adequately disclosed




Report of the independent auditor to the members of
Churngold Remediation Limited (continued)

We planned and performed our audit so as to obtain all the information and explananons which we
considered necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material musstatement, whether caused by fraud or other irregularity or
error In forming our opinion we also evaluated the overall adequacy of the presentanon of information 1n
the financial statements

Opinion
In our opinton

. the financial statements give a true and fair view, 1n accordance with United Kingdom Generally
Accepted Accounung Pracnce, of the state of the company's affairs as at 31 May 2007 and of 1ts
loss for the year then ended,

. the financial statements have been propetly prepared n accordance with the Comparnues Act 1985,
and

. the information given 1n the Report of the Directors 1s consistent wath the financial statements

GRANT THORNTON UK LLP /L T 4

REGISTERED AUDITORS AVt ’

CHARTERED ACCOUNTANTS

Bristol

10 August 2007
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Principal accounting policies

Basis of accounting

The financial statements have been prepared under the historical cost convenuon.

Going concern

Despite having net liabiliies at 31 May 2007 of £617,000 the directors consider that the company has
sufficient resources available in terms of both bank and related party funding to justify prepanng the

financial statements on a going concern basis

Cash flow statement

The directors have taken advantage of the exemption in Financial Reporting Standard No 1 (Revised
1996) from ncluding a cash flow statement in the financial statements on the grounds that the company s
small.

Turnover

Turnover 1s the total amount recewvable for goods and services provided, net of VAT and trade discounts.
In the case of long term contracts, turnover represents the sales value of work done in the year.

Fixed assets
All fixed assets are intially recorded at cost.
Depreciation

Depreciation 1s calculated so as to write off the cost of an asset, less 1ts estimated residual value, over the
useful economue hfe of that asset as follows:

Plant & Machinery - over 3 to 5 years (straight line)
Operating lease agreements

Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain
with the lessor are charged against profits on a straight Line basis over the period of the lease.

Pension costs

The company contributes to the personal pensions of all employees. Contnbutions are charged to the
profit and loss account as incurred.

Deferred taxation

Deferred tax is recogmsed on all uming differences where the transactions or events that give the
company an obligation to pay more tax in the future, or a nght to pay less tax 1n the future, have occurred
by the balance sheet date. Deferred tax assets are recogrused when 1t 1s more likely than not that they will
be recovered. Deferred tax 1s measured using rates of tax that have been enacted or substantively enacted

by the balance sheet date




Chumgold Remediation Limited 9
Financial statements for the year ended 31 May 2007

Foreilgn currencies

Monetary assets and liabilries in foreign currencies are translated mnto sterling at the rates of exchange
ruling at the balance sheet date, Transactions in foreign currencies are translated 1nto sterling at the rate of
exchange ruling at the date of the transaction. Exchange differences are taken 1nto account in arriving at

the operating profit.

Financial instruments

Fmancial liabilitzes and equity instruments are classified according to the substance of the contractual
arrangements entered 1nto. An equity instrument is any contract that evidences a residual interest in the
assets of the entity after deducting all of its financial habilmes.

Where the contractual obligations of financial instruments (including share caprtal) are equivalent to a
sumilar debt instrument, those financial mstruments are classed as financial liabilities. Financial Liabilmies
are presented as such n the balance sheet. Finance costs and gains or losses relanng to financial habilmes
are included in the profit and loss account. Finance costs are calculared so as to produce a constant rate of
return on the outstanding habalry.

Where the contractual terms of share capital do not have any terms meeting the definition of a financial
liability then thus 1s classed as an equity instrument. Dividends and distributions relating to equity
nstruments are debited direct to equity.

Long-term contracts

Turnover and related costs on each long-term contract are recorded 1 the profit and loss account as
contract activity progresses. Turnover is calculated on the basis of the value of the work done.
Antributable profit is calculated on a prudent basis for each contract by reference to the contract's
cumulative turnover, total contract value and total profit esumated for the completed contract. Full
provision 1s made for losses on a contract inmediately they can be foreseen. Work in progress 1s included
in amounts recoverable on long-term contracts.

Share-based payment
Thus 1s the first accounting period to which FRS 20 'Share-Based Payment (IFRS 2)' applies.
Equity-settled share-based payment

All matenal share-based payment arrangements granted after 7 November 2002 that had not vested prior
to 1 January 2006 are recognised in the financial statements

All goods and services recerved 1n exchange for the grant of any share-based payment are measured at
their fair values. Where employees are rewarded using share-based payments, the fair values of employees'
services are determuned indirectly by reference 1o the farr value of the mstrument granted to the employee.
Thus fair value 1s appraised at the grant date and excludes the impact of non-market vesting conditions

(for example, profitability and sales growth targets).
All equity-settled share-based payments are ulumately recognised as an expense in the profit and loss

account with a corresponding credit to "other reserve”.

If vesting pertods or other non-market vesting condrtions apply, the expense is allocated over the vesting
penod, based on the best available estimate of the number of share opuions expected to vest Esumates
are revised subsequently if there 1s any indication that the number of share options expected to vest
differs from previous estimates. Any cumulative adjustment prior to vesting 1s recognised 1n the current
penod. No adjustment 1s made to any expense recogrused in prior periods if share options that have
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vested are not exercised,

Upon exercise of share options, the proceeds received net of attributable transaction costs are credited to
share capntal, and where appropnate share premum.

In the opinion of the directors the potential charge arising under FRS 20 1s not material to these financial

statements and so has not been recognised.
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Profit and loss account

Turmover

Cost of sales

Gross profit

Other operating charges
Operatng (loss)/profit

Interest recetvable and stmilar income
Interest payable and simular charges

(Loss)/profit on ordinary activities before taxation

Tax on (loss)/profit on ordinary activities

(Loss)/profit fot the financial year

All of the activities of the company are classed as continung

The company has no recognised gains or losses other than the results for the year as set out above

The accompanying accounting policies and notes form part of these financial statements.

Note

17

2007
£000

4,948

(4,203)

745
(1,054)
(309)
1

(38)

(346)

11

2006
£000

5,258
(3,919)

1,339

(1,203)
136

3
(45)

94
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Balance sheet

Fixed assets
Tangible assets

Current assets
Debtors
Cash at bank and 1n hand

Creditors: amounts falling due within one year
Net current liabilities
Total assets less current liabilities

Capital and reserves
Called-up equity share capital

Profit and loss account
Deficit

Note

10

11

16
17

18

2007
£000

10

1,285
50

1,335
1,962

(627)
(617)

16
(633)

(617)

12

2006
£000

These financtal statements were approved by the directors on 10 August 2007 and are signed on their

%
TN%D

Director

The accompanying accounting policies and notes form part of these financial statements.
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Notes to the financial statements

Turnover

13

The turnover and (loss)/profit before tax are attributable to the one principal activity of the company

An analysis of turnover is given below

Uruted Kingdom
South Afnica

Other operating charges

Admunstrative expenses

Operating (loss)/profit

Operating (loss)/profit 1s stated after charging/(crediting)

Deprectation of owned fixed assets
Auditor's remuneration

Audit fees

Non-audit fees

Operating lease costs

Plant and equipment

Other

Net loss on foreign currency translanon

2007
£000

4,935
13

4,948

2007
£000

1,054

2007
£000

27

2006
£000

5,258

5,258

2006
£000

1,203

2006
£000

39

638
52

l ot
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Directors and employees

The average number of staff employed by the company dunng the financial year amounted to:

Number of management staff
Number of service staff

The aggregate payroll costs of the above were:

Wages and salanes
Social securnty costs
Orher penston costs

Directors

Remuneration in respect of directors was as follows:

Emoluments receivable
Value of company pension contributions to money purchase schemes

Emoluments of highest paid directon:

Total emoluments (excluding pension contnbutions)
Value of company pension contributions to money purchase schemes

The number of directors who accrued benefits under company
penston schemes was as follows:

Money purchase schemes

2007
No

5
22

27

2007
£000

250
14

264

2007
£000

92

97

2007
No

14

2006
No

20
25

2006
£000

872
107
45

1,024

2006
£000

292

Share options have been 1ssued to certain directors which will be sausfied from the existing share capital

of the ulumate parent company.
No directors exercised share options during the year (2006 - one).
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Interest recelvable and similar income

Orther similar income receivable

Interest payable and similar charges

Interest payable on bank borrowing
Other interest payable

Taxation on ordinary activities

(a) Analysis of (credit)/charge in the year

Current tax:

UK Corporation tax based on the results for the year at 30% (2006 - 30%)
Over provision 1n prior year

Total current tax

(b) Factors affecting current tax charge

2007
£000

I [

2007
£000

20
18

38

2007
£000

(1)
(1)

@)

15

2006
£000

2006
£000

38

45

2006
£000

|H|li—'

The tax assessed on the (loss)/profit on ordinary activities for the year 15 lngher than the standard rate of

corporation tax i the UK of 30% (2006 - 30%).

(Loss)/profit on ordinary activities before taxation

(Loss)/Profit on ordinary activities multiphed by rate of tax
Expenses not deductble for tax purposes

Capnal allowances for penod less than depreciation
Uulisatton of tax losses

Losses carned forward

Over provision 1n prior year

Total current tax {note 8(a))

2007
£000

(346)

(104)
7
1

%
)
@

2006
£0C0

94

28
7
2

(36)

I!—‘I ]
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Tangible fixed assets

Cost
At 1 June 2006
Additions

At 31 May 2007

Depreciation
At 1 June 2006

Charge for the year
At 31 May 2007

Net book value
At 31 May 2007

At 31 May 2006

Debtors

Trade debtors

Amounts recoverable on contracts
Corporation tax repayable
Prepayments and accrued income

Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxation and social security
Other credrtors

Amounts owed to related undertakings
Accruals and deferred tncome

16

Plant & Machinery
£000

288

4

292

255

27

282

10

33

2007 2006
£000 £000
497 1,144
754 411

1 -

33 33
1,285 1,588
2007 2006
£000 £000
883 927
3 65

- 1

60 80

24 23
422 412
542 459
1,962 1,967

The bank overdraft facility 1s secured by cross guarantees from Churngold Remediation Holdings Limned

and Churngold Construction Holdings Limited.
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Pensions

The company operates a defined contribution scheme for the benefit of all employees. The assets of the
scheme are administered by trustees in a fund independent from the company.

Leasing commitments

At 31 May 2007 the company had annual commitments under non-cancellable operating leases as set out
below.

2007 2006

Land & Other Land & Other
Buildings Items Buildings Items
£000 £000 £000 £000

Operating leases which expire:
Withun 1 year 10 13 - 18
Within 2 to 5 years 28 51 52 42
38 64 52 60

Contingent liahilities

There are contingent Liabilities in respect of performance guarantees entered into n the normal course of
business amounting to £214,000 within the group as at 31 May 2007 (2006 - £ml). The performance bond
provider holds a letter of cross guarantee between the company and its parent undertaking. Addmonally,
the bank holds a letter of cross guarantee and debenture between the company and its immediate and
ulumate parent undertaking in respect of bank borrowings.
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Related party transactions

18

The company has taken advantage of the exemption in FRS 8 from disclosing transactions with related
parties that are part of the Churngold Remediation Holdings Limited group of compames for the year.

Dunng the year, the company undertook the following transactions and had amounts owing to/from
members of the Churngold Construction Holdings Limtted group and Churngold Recycling Limited,
entities where | R Ancell 1s both a director and able to exercise control over more than 20% of the voting

nghts:

2007

Churngold Censtruction Holdings
Limited

Churngold Construction Limited
Churngold Recycling Limited
Churngold Surfacing Limited

2006

Churngold Construction Holdings Limited
Churngold Construction Lumted
Churngold Recycling Limned

Churngold Surfacing Limned

Share capital

Authorised share capital.

101,473 Ordinary shares of £1 each

Allotted, called up and fully pard:

Ordinary shares of £1 each

Profit and loss account

Balance brought forward
(Loss)/profit for the financial year

Balance carried forward

Purchases
£000

122
26

105
11

2007

15,823

2006

Sales Owed to
£000 £000
340 422
5 _

144 405

- 7

4 _
2007

£000

101

£000 No
16 15,823
2007

£000
(289)
(344)

(633)

Owed by
£000

2006
£000

101

£000
16

2006
£000

(382)
93

(289)

—r—
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Reconciliation of movements in shareholders' funds

2007

£000
(Loss)/ profit for the financial year (344)
Opening shareholders' equity deficit (273)
Closing shareholders’ equrty deficit (617)

Capital commitments

19

2006
£000

93
(366)

(273)

The directors have confirmed that there were no capital commnments at 31 May 2007 or 31 May 2006.

Ultimate parent company and controlling related party

The company is a wholly owned subsidiary of Churngold Remediation Holdings Limited. Churngold
Remediation Holdings Limned represents the smallest and largest group into which the results of the

company are consolidated. Group financial statements are available at the registered office of this

comparny.

The directors consider J R Ancell 1s the company's controlling related party by virtue of his majority

beneficial shareholding 1n the ultimate parent company.




