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CORSERYV LIMITED

CHAIR'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2019

The Corserv Group of companies has made progress in the year to 31 March 2019, delivering on both key
financial and operational targets. The Group has a clear 4-year business strategy and plan whilst we are pleased
with the progress we have made over the past 12 months, we understand the scale of the challenge and how
much more still needs to be done.

Some of the highlights over the last year from across the Group include:

Building a safety first cuiture, continuing to improve safety performance of our own staff and those in our
supply chain. We have seen significant progress, particularly in Cormac, with improvements in the safety
results of our own staff and we are already actively engaged with our supply chain.

Over the last year we have seen progress with a profit before tax of just over £5.5m, a growth of £3m on

2017/18. Cormac had an exceptional year delivering a record operating proflt of just over £4m, a 48%

growth on 2017/18.

Delivering services, we deliver a diverse and wide range of services across the group and by working

closely with Cornwall Council we have achieved some notable results, including:

o Cormac’s highway surfacing teams delivering an additional £10m of surface treatment as part of a
£30m investment programme and our project delivery teams completing a £32m programme of
design and build infrastructure works funded through the Government’s Growth Deal. Projects were
delivered safely, under budget and to programme with a high degree of client satisfaction.

o] CDC'’s Superfast Cornwall programme - this £5.9m project saw the successful rollout to over
10,000 premises, beating the original target by over 2,300. With a strong take-up expected, the
funding partners of Cornwall Council, HM Government, Growth Deal and the Regional Growth Fund
will all benefit from the creation of additional jobs and added economic benefit.

o 13 projects within CHL's Transformation and Change Programme have all been completed with a
further five progressing well. Not only has this seen a 43% reduction in the number of rough
sleepers across the county in just two years, but also improved management and maintenance of
three Gypsy and Traveller sites as well.

o] Cornwall Airport Newquay has enjoyed an exceptional year achieving the lowest subsidy level since
becoming fully licensed in 2008, thanks to record passenger numbers of over 460,000 and the
addition of a number of new routes.

Improving customer satisfaction and public perceptions, we are committed to ensuring that Corserv and all
the Group businesses are viewed by the end user, and the people of Cornwall, as organisations that
deliver excellent services, add social value and provide value for money. We are increasing our focus on
meeting the needs of all our customers and embedding a stronger customer service culture. An example
of this is at Cornwall Airport Newquay, where we received a ‘very good' rating, the highest attainable, from
the Civil Aviation Authority for providing services to passengers with reduced mobility.

Realising value, our 51% stake in Via East Midlands Limited, a joint venture with Nottinghamshire County

Council, was sold to them in the last financial year, raising an additional £5m in cash.

Focusing on employees, we are delivering cultural change and introducing a new operating model to

improve efficiency, communications and engagement. We now have across the group 54 apprentices in

professional disciplines and our first MBA students have started at Exeter university.

Caring for the residents of Cornwall, our care business has expanded and provided some valuable

contributions to Cornwall's Healthy Cornwall objectives. An example of this is where we took over the

care of the clients of Allied Healthcare at very short notice with no interruption in service.

Caring for the environment, the services we provide contribute significantly to local communities and

economies as well as the environment, and we have worked hard to deliver additional, positive outcomes.

We achieved a number of notable successes:

o] Creating over 40 hectares of improved green spaces under a pioneering scheme to bring nature-
rich habitats to urban areas and transforming unexciting grassy spaces into beautiful sanctuaries
for people and wildlife.

o Receiving a ‘Highly Commended’ in the ‘Best Managed Large Business' category at this year's
Cornwall Sustainability Awards, recognising our efforts to reduce environmental impacts and
engage with our staff and the wider community.

2018/19 has seen the Corserv Group transform the way we work with a more collaborative approach between
the group companies, the leadership teams and our clients. Benefits have already emerged from this approach
such as the agreement with Virgin Orbital, a joint project between Cornwall Development Company, the Cornwall
and Isles of Scilly Local Enterprise Partnership and Cornwall Airport Newquay.

Page 1



CORSERYV LIMITED

CHAIR'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2019

Through better collaboration and improved team working, a common vision and mission for the group has been
developed which flows through our new business plan. With the challenges facing each Group company
broadly similar, we now have a common strategy that concentrates on the engagement of our people,
excellence in service delivery, collaboration and innovation.

Governance

The board has changed over the year and | would like to thank Colin Dennis, the former Chair of the Group
who left the board in October 2018. We are committed to equality and diversity and have improved the gender
balance on the board with the appointment of Charmion Pears. We also undertook an internally led board
review, which identified a number of areas to progress in the coming year.

Looking ahead
As the Cornwall Council’s delivery partner, there are many opportunities for Corserv companies to support the

growth and delivery of Cornwall Council’s public infrastructure and services as well as expand our client base
outside of Cornwall. The Group continues to evolve and as we progress we will make even greater
contributions to Cornwall. Corserv is ambitious and will play an important role in helping Cornwall Council
deliver its priorities.

Finally, | would like to thank every colleague across the Group, for the commitment, passion and enthusiasm
they have shown over the past 12 months and their individual contributions to Corserv's success.

‘&Ou\ue Q‘W
Elaine Holt
Interim Chair

29 July 2019
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CORSERV LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2019

INTRODUCTION

Corserv Limited is the parent company for Corserv Group which is 100% owned by Cornwall Council. Corserv
Group consists of Cormac Solutions Limited, Cornwall Housing Limited, Cornwall Airport Limited and Cornwall
Development Company Limited. We supply a broad range of services including civil and highways engineering,
social housing, facilities maintenance, adult social care, economic development, fleet mobility solutions and
transport.

X cornsLL
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Our mission is to work together to improve the lives of people in Cornwall. This includes providing a financial
return to Cornwall Council, delivering vital frontline services for the people of Cornwall and creating significant
social value as a business and an employer.

We employ nearly 2,600 people, principally in Cornwall. We currently support 54 apprenticeships and 8
graduate trainees and have an objective to significantly increase this programme over the coming four years.
Our supply chain expenditure supports an additional 481 jobs in the region, 345 of those in Cornwall and staff
spending their wages locally supports a further 317 jobs in Cornwall and 417 in the wider South West.

The goal of ‘Improving the lives of people in Cornwall’ underpins all of our activities, whether that is making
sure roads are safe and well maintained, providing housing and care for some of our most vulnerable people,
improving the natural environment or bringing business, jobs and visitors to Cornwall.

All of our profits are recycled back into the Council so that more front line services can be provided to the
residents of Cornwall. We are all aware of the responsibility that we have to the people of Cornwall and it is this
responsibility that shapes our work ethic and our working practices.

Our ambition is that:

. Cormac becomes the provider of choice for all highways-related work and facilities maintenance.

. Cornwall Housing becomes the number one social housing organisation in Cornwall.

. Cornwall Airport Newquay becomes the first choice regional airport in the South West, for airlines and
passengers.

. Cornwall Development Company continues to attract development projects and inward investment
across the region. '

. We can extend the reach of our care services to touch the lives of more Cornish residents and expand
the scope of those services where we determine we can add value

. Jobline is the recruitment agency of choice in its chosen industry sectors and geographles.

. Spaceport Cornwall is the port of choice for the horizontal take-off space industry.
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CORSERYV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

BUSINESS REVIEW
Key highlights for 2018/19
As a Group, Corserv delivery has resulted in many highlights for 2018/19, these include:

Group turnover/revenue of £162.3m; up £4.6m year on year.

Profit before tax of £5.5m.

The successful sale of our 51% stake in Via East Midlands Limited for a cash consideration of £56m
Delivering an additional £10m of improvements via the One Cornwall Highways initiative considerably
improving the road network for the public and businesses.

. Taking over the care of the clients of Allied Healthcare with no interruption in service and taking on a
number of new staff, all at very short notice.

. Supporting 87% (check correct for year) of our STEPS service users in becoming completely independent
post care, a significantly higher proportion than reported nationally.

. A 0.6% growth in passenger numbers at Cornwall Airport, with new routes and retention of services to
London. A reduction in the subsidy required to support this business - now £1.33m.

. Assisting with reducing homelessness in Cornwall by 19% against a 15% rise nationally.

. Attracting 22 new businesses to the county and helping to create hundreds of additional jobs.

The business plan agreed with our shareholder and main client Cornwall Council gives the group a clear
strategic plan for the next 4 years and secures a sustainable pipeline of services and projects.

Individual company performance was as follows:

Corserv Limited

Corserv’s shared service model was approved by the Council’'s Cabinet in May 2016, with a new Executive and
Non-Executive Directors team put in place at the start of 2017.

The first operational year was 2016/17, which saw the rest of the executive team for the Corserv support function
appointed and significant work completed on the governance arrangements both with Cornwall Council and
within the Group.

Effective governance is now in place with quarterly reporting to Shareholder and Partnership Boards. Contracts
are in place across the Group for the work completed on behalf of the Council and these are monitored regularly
through contract meetings. The journey from standalone companies to a model, where significant resources and
services are shared, is on-going and there are a number of challenges as the Group re-organises reporting lines
and harmonises systems and processes.

Corserv has continued to develop its support services, and is developing centres of excellence across finance,
human resources, procurement, health and safety, customer services and a number of other disciplines. These
centres will seek to maximise value and leverage best practice across the Group of Companies. The first centre
of excellence to be formed was the health and safety team, which has had a significant impact on raising
standards across the group, protecting and increasing awareness for our staff.
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CORSERYV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

Cormac Solutions Limited

Cormac has made significant progress this year, a credit to its dedicated leadership team and many hard
working employees. This has resulted in a number of notable highlights including:

. Record turnover of £106.6m, 1.9% growth on 2017/18 driven by growth in Highways and Civils delivery.

. Delivering an additional £10m of improvements via the One Cornwall Highways initiative, considerably
improving the road network for the public and businesses.

. Record operating profit of £4.014m, 48% growth on 2017/18 and continued growth for the last 3 years
from £1.4m in 15/16. This includes £1.325m of group relief for Cornwall Airport tax losses that were not
part of the 17/18 performance.

. A new four year business plan with our main client Cornwall Council, securing a sustainable pipeline of
services and projects further consolidating our role as Cornwall Council’s “place making delivery partner”
enabling the creation of jobs, homes and sustainable communities.

. Year on year reduction of our Ali Incident Accident Frequency Rate sustaining a long term downward trend
along which can be linked in part to a significantly increased near miss reporting.

. Completion of an independent review of our businesses that concluded the provision of our services to
Cornwall Council were Value for Money.

. Establishment of service partnerships with our main client across highway maintenance, environmental
services, capital projects, facilities and care contracts.

. Taking over the care of the Cornish clients of Allied Healthcare and its employees, at very short notice and
with no interruption of service.

. Achieving 100% customer satisfaction from users of its CorCare business and 97% from users of its

STEPS business.

Cornwall Development Company Limited (CDC)

CDC makes a significant contribution to Cornwall's businesses, communities and residents.

In 2018/19, it:

. Attracted 22 new businesses to Cornwall through Invest in Cornwall.

. Helped 1,115 businesses find the right support and training to work smarter and grow.

. Supported a total of 25 organisations from across the public, private and community sectors to apply for
ERDF and ESF grants worth a total of £66m.

. Supported 22 projects delivering £1.5 million worth of Marine Technology research and development.

. Managed and administering £49m of funds from 14 different UK and EU-funded programmes.

. Supported 109 clients into work and helped 242 individuals in communities in the most economically
challenged areas of Cornwall; and

. Successfully applied for support from the Department of International Trade’s high potential opportunities

programme, to support inward investments and exports in Cornwall’'s mining industry.
Other progress includes:

Aerospace Cornwall — a German rotary component manufacturer has established an office in Cornwall to
engage with the growing space cluster. Businesses are now collaborating on research and development projects
with Safran Aircelle, Thales Alenia Space and BAE Systems. The first business supported has received a bronze
award for supply chain improvement at the Farnborough International Airshow.

Agri-tech Cornwall - CDC is responsible for delivering the £375,000 European Regional Development business
innovation grant scheme as part of the wider £10.3 million multi-partner agri-tech Cornwall project, over the
period of 2017 to 2019. 23 projects are currently under development and two have been awarded grants.

Business Investment for Growth (BIG2) grant programme - in the last six months alone BIG2 invested £1.4
million in 78 companies, bringing the total fund commitment value to £3.5 million (97% of the total fund value). 42
new enterprises claimed nearly £13m in grants and 67 jobs were created in addition to 12 ‘new to market’ and 28
‘new to firm’ products.
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CORSERV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

CloS Growth Hub — Growth Hub concluded its phase 1 project by over-achieving its target to work with 1702
businesses, with a final figure of 1722 diagnostics delivered.

During 2018, CDC secured the contract to manage the ESAM (Enterprise Space for Advanced Manufacturing)
centre in St Austell. The ESAM centre manager has been appointed and the first five occupiers are about to take
possession of their units.

Invest in Cornwall — we have received confirmation that we will get funding to extend the programme of inward
investment support for a further three years. ‘Cornwall Trade and Investment’ will be a vital business support
function for post-Brexit Cornwall.

Marine Sector — CDC has been instrumental in promoting the available space at Hayle Marine Renewable
Business Park and converting the pipeline of enquiries generated into occupancy — all industrial units are now
occupied or under negotiation.

CDC took a lead on, and signed a memorandum of understanding with, Marine Energy Wales to work together
on supporting mutually beneficial marine energy initiatives.

CDC has continued to engage with DEFRA on future farming policy and led the submission of a joint Cornwall
Council and Local Enterprise Partnership response to the UK Government's consultation on the future of
agricultural support, submitting a briefing to MP’s on the subsequent Agriculture Bill. Current support to the
sector is worth circa £100 million per annum to Cornwall and the 10S.

CDC provided support to more than 40 businesses which made applications to the Eurapean Agricultural Fund
for Rural Development programme. To date 22 have secured grants worth in excess of £2 million.

Spaceport — working with Cornwall Council, Cornwall Airport Newquay, Virgin Orbit and other stakeholders, CDC
made material progress on the potential delivery of the UK’s first horizontal spaceport with the objective of a first
launch in 2021.

Cornwall Airport Limited (CAL)

This year Cornwall Airport Newquay achieved the lowest subsidy level since the Airport became a fully licensed
airport in 2008. Passenger numbers grew to a record throughput of 461,856, and a number of new routes were
introduced.

The main priority in the year was the renewal of the London Public Service Obligation (PSO), which is the core of
the route network (passenger throughput) and the largest single source of income to the company. The PSO
was successfully renewed and the new contract commenced at the end of October 2018 for a period of 4 years.

In November 2018, it was agreed that the PSO would operate to/from London-Heathrow (transferred from
London-Gatwick) by 31 March 2019, bringing increased benefit to the Airport and the economy of Cornwall. The
new London-Heathrow route will increase the number of passengers using the Airport over the coming years by
around 10,000.

Flybe, the Airport's main operator (represents c. 70% of passengers), was sold to Connect Airways (a
consortium of Virgin Atlantic, Stobart Air and Cyrus) in March 2019. It is anticipated that Flybe will undertake
significant restructuring (including change of brand to Virgin) over the next 12 months; so the management team
have been focused on establishing contingency plans to deal with any change in operating mode! which may
affect operations.

The Airport is used extensively for commercial and military flight training as well as business aviation and total
movements increased significantly to in excess of 40,000 air transport movements. All sectors experienced
growth in the year.
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CORSERV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

Management have continued to focus on improving employee engagement. Initiatives focusing on
communication, development and succession planning have resulted in notable increases in average Employee
Survey Response Scores across all measures. During the year, 21 colleagues identified by the succession
planning work have advanced in their roles either through promotion or increased responsibilities. This accounts
for over 10% of permanent employees. A detailed plan is in place which hopes to drive further improvements in
this area.

Cornwall Housing Limited (CHL)

Cornwall Housing has made significant progress in the second full year since Cornwall Council’s detailed review
of the business in March 2017.

We have improved and embedded performance management across all areas of our business. Performance
has improved in a number of key areas in 2018/19 when compared with annual targets or prior year's
performance.

One of the key outcomes expected from the Council's review of Cornwall Housing was a new management
agreement and detailed commissioning plan due to be agreed by Cornwall Council’'s Cabinet in July 2019.

Highlights this financial year include:

Eight of the 13 projects that constitute our Transformation and Change Programme have been completed. Five
more are progressing well.

The number of rough sleepers identified on the official count reduced from 99 at November 2016 to 68 at
November 2017 and to 55 in November 2018, a reduction of 43% over two years, significantly ahead of the
national profile. £1m of additional investment has been secured from the Government’s Rough Sleeper
Initiative and our Nos Da Kernow project has prevented 359 individuals from becoming potential new rough
sleepers — a 66% success rate based upon the number of appropriate referrals received.

We've continued to review the entire repairs and maintenance service, looking to address key issues such as
pay levels, improved service trading accounts, upgrade to the PVCu windows factory and the commencement of
the mabile working project.

A new asset management strategy has provided greater accuracy on stock condition and increased investment
into residents’ homes with over £15.5m capital improvements in the last year. 100% of our homes now meet the
Cornish Housing Standard.

Management, maintenance and improvement of our three Gypsy and Traveller sites has been improved across
Cornwall and we have established a new emergency stopping provision. We have also been working closely
with colleagues in the Council's Children's and Families Division and have encouraged greater engagement in
education and learning. At the end of the year only four children across our three sites were not enrolled in an
education facility.

The integration of the income and rent teams is delivering greater efficiency in managing accounts, reducing rent
arrears in the pressure of changes to welfare benefits. At the end of the year, the team had collected 99.92% of
all rent due (against a target of 98.5%). Inclusion advisors have been pivotal in this, sustaining 37 tenancies
supporting tenants to access £716,000 in additional benefits, grants and debt reduction. Only 13 evictions have
taken place this year, a decrease of 23% in evictions for rent arrears in 2018/19.

Progress has been made in addressing the issues of gas safety compliance across the 6,600+ Cornwall
Housing-managed homes in Cornwall. Through improved resource planning and changes to processes we were
able to achieve 99.97% compliance at the end of March. This is the highest performance achieved since
Cornwall Housing was formed. '

A Services and Engagement Committee has been created, which comprises three board members and up to six
residents/customers. This ensures that tenants’ views can directly influence our decision making.
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CORSERV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

Other major projects that progressed in 2018/19 were:

Delivery of the SMART tenant's project which meant:

. 92 residents gained European Social Fund (ESF) funded placements this year, making 175 in total,
. 22 residents gained employment (in total) so far; and
. 19 residents went onto further education

Funding has been secured for a further ESF project, Liskeard Together, which will run for three years.

The Together for Families project has supported:

. 60 new families( 84 in total);
. £316,000 provided to families through debt reduction and increase in income; and
. 21 people to avoid homelessness or find secure housing.

A service charges review has introduced a new single tenancy agreement for all Council tenants in Cornwall and
a set of fair and transparent service charges for all relevant tenants, leaseholders and freeholders from April
2019, bringing an additional £300k+ funding into Cornwall Housing. .

We have supported the Council in an initiative to improve the quality of accommodation used for temporary and
emergency accommodation. The project will see the Council invest nearly £40m in acquiring a portfolio of 250
homes across Cornwall to use as temporary accommodation. The project will be delivered (on behalf of the
Council) by a new company managed by Cornwall Housing and is awaiting final approval for implementation
during 2019/20.

Case studies

Nos Da Kernow (CHL)

Good quality, safe and secure housing is vital to well-being and quality of life. At Cornwall Housing we want a
home to be a stepping stone to reduced deprivation and inequality.

So, Nos Da Kernow (Cornish for ‘no first night’) combines the knowledge and skills of Cornwall Housing with
other specialist organisations, including homeless charity, St Petrocs, to form one team. The team’'s aim is to
prevent homelessness and rough sleeping.

In 2016, Cornwall had the third highest number of people sleeping rough in England on a night by night basis.
For a county renowned for its close-knit communities and the tendency to help each other out, this was worrying.
So far it's had more than 700 referrals. The project has also helped prevent more than 350 people at risk of
homelessness and rough sleeping. It's been shortlisted for a number of awards and was highlighted as best
practice in the Government'’s national rough sleeping strategy.

Drawing heavily from the street outreach method of working, Nos Da meets clients wherever is most convenient
or appropriate for them. This level of flexibility is especially critical for those who find it difficult to make office-

based appointments.

- Some clients will be referred by other agencies, but they can also approach us direct. The team can then help
clients avoid having to sleep rough and provide access to a range of housing, from supported housing, to private
rented, social housing, or helping them remain where they are.

This project helps to prevent significant numbers of people from sleeping rough in the first place through direct
intervention, as well as better understand how homelessness comes about. This is especially crucial in the
context of the Homelessness Reduction Act and the roll out of Universal Credit.

An added benefit of Nos Da is preventing people making their home on the streets, by supporting new rough
sleepers; those who have been on the streets less than one month and who are engaged by Street outreach
services and then accommodated in emergency accommaodation by St Petrocs.

And it's working. The ohgoing delivery of the rough sleeping reduction strategy, of which Nos Da Kernow is an
important part, has led to a reduction of rough sleepers by 43% in Cornwall over the last two years.
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CORSERV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

Makaton (CAL)

Cornwall Airport Newquay has focused a lot of time, effort and investment into improving the customer
experience and becoming a more passenger-focused place to fly to and from. The Airport received a ‘very good’
rating from the Civil Aviation Authority for providing services to passengers with reduced mobility, the highest
rating airports can achieve. An analysis of its customer survey shows an increase in the overall satisfaction
levels compared to the previous years.

Now it has become the UK's first Makaton friendly airport, with 75 members of the team at Cornwall Airport
Newquay recently completing training in Makaton.

Makaton is a language system that uses signs and symbols designed to be used alongside spoken word to help
children and adults who have additional communication needs and to encourage their language development.

The training was carried out by a tutor from The Makaton Charity, alongside Cornwall Accessible Activities
Programme (CAAP), and staff from departments across the Airport took part including passenger services,
security, café, airside services and the management office.

Passenger and Customer Services Manager, Heather Sturt, commented: ‘We're delighted to be UK'’s first
Makaton-friendly airport. Training our staff in Makaton we can work to ensure that we provide the best
experience for all passengers coming through the Airport and are able to communicate effectively with
everyone.’

'Our aim is to give our staff an awareness of as many disabilities as possible. They have previously completed
training in assisting passengers with autism, Alzheimer's, dementia, anxiety and hearing and sight loss as well as
passengers who require assistance with mobility.’

Staff use flash cards of some key Makaton signs and symbols to enhance their training, and these are also on
display in their work areas.

More than 6,000 passengers with additional needs used the Airport in 2018 and the training will help the Airport
to promote the ease of air travel to all passengers and encourage more people to use it.

One Highway (Cormac)

Cormac manages and maintains around 7500km of Cornwall's highways, across all of the county’'s major roads
with the exception of the A30 and A38 (managed by Highways England).

We also deliver a range of services to public and private sector clients which include:

construction and maintenance of highways and public rights of way
sites and trails maintenance

network management

construction services

school crossing patrols

e o o o o

Cormac delivered the first stage of the One Highways initiative; £30 million of additional funding over three years
to fix the most urgent road maintenance problems.

BIG 2 (CDC)

Business Investment for Growth 2 is a European Regional Development Fund programme, which provides
investment funding to small and medium sized businesses in Cornwall, to help them innovate, grow revenue and
create jobs. .

It's a grant of between £2,500 and £150,000, funding up to 45% of the project and can be invested in equipment,
services, consultancy, quality management, digital marketing, prototypes or IT systems.

A company making products from discarded and old fishing nets, a microbrewery, a mining consultancy and an
engineering firm have all benefitted from grants that allowed them to grow and develop.
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CORSERV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

CDC helps companies prepare their applications and the supporting documentation required by an ERDF
programme. All applications are then appraised by CDC before any grant is awarded and the team then helps
successful applicants prepare their claims for payment.

In 2018/19m CDC issued 97 offers of investment with a value of more than £1.5 million bringing the total fund
commitment value to £3.5 million, or 97% of the total fund value.

In the same year more than 113 new enterprises claimed £2.5m of grant. This created 167 new jobs and 23 new
to market and 75 new to firm products and services.

The BIG programme has seen an increased level of interest from Cornish businesses and an increase in the
quality of projects and applications received. This, combined with the healthy project pipeline and established
stakeholders network, has ensured that CDC’s Growth Hub team has been able to react quickly and efficiently to
changing circumstances, helping to ensure that the programme achieves results.

BIG 2 closed at the end of April and CDC has applied for another grant, BIG Productivity which, if successful, will
provide an exciting and dynamic opportunity to deliver further support to Cornish companies.

Sustainability Award

Cormac has been recognised for its commitment and significant contribution to sustainability.

The company received a ‘Highly Commended’ in the ‘Best Managed Large Business’ category at this year's
Cornwall Sustainability Awards.

The awards recognise organisations employing over fifty staff that are reducing their environmental impacts
relating to energy, pollution, water, waste, transport, purchasing, buildings, environmental management and how
they engage with their staff and wider community.

It recognised the excellent work the business is doing to improve and enhance its performance relating to
environmental, social and economic sustainability and its contribution to the county's green priorities and the
creation of sustainable communities.

Although our sustainability journey is still ongoing, it's great to get some recognition for the positive work and
progress we have made so far and this year we have also published our first sustainability plan.

Financial Summary

Corserv Group has a broad range of businesses within the group; Cormac Solutions Limited and Corserv Limited
are commercial businesses generating dividend return to our shareholder. Cornwall Airport is currently a loss
making operation and is subsidised by Cornwall to support the infrastructure of Cornwall. It has future ambitions
to make this business sustainable and over recent years has made considerable steps in reducing its loss.
Cornwall Development Company is an economic development company funded primarily by grant funding and
as such is restricted in its commercial return. Cornwall Housing is an Arm’s Length Management Organisation
(ALMO) and operates on not for profit basis. Approximately 40% of the group business operates on a non-
commercial basis.

Corserv Group delivered a robust financial performance in 2018/19 with a profit before tax of £5.5m; a growth of
£3m year on year. Profit generated came from the sale of VIA and strong performance by Cormac Solutions
Limited; specifically the Highways and Civils division which delivered a record level of contribution supported by
the One Cornwall Highways strategy.

VIA was sold on 29th March 2019 and was a hugely successful investment for Corserv Group. It returned £10m
to the business over its lifespan and created a sustainable provider for Nottinghamshire. During 2018/19 the
business was sold for £56m (£4.5m profit on disposal) and the Group received a share of dividends of £250k.
Next year the Group will continue to receive transitional income for support services until September 2019.
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CORSERYV LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

Including the VIA sale, there were a number of material changes which influenced this year's result including
some additional costs incurred by the group which did not exist in 17/18. Cornwall Airport loss is now absorbed
into the group result whereas in previous years the group received a subsidy from Cornwall Council. This loss is
now treated as group relief in Cormac Solutions Limited. Cornwall Housing received a reduced management fee
contribution to support Cornwall Council in its medium term financial planning objectives.

Excluding these changes the groups PBT increased from £2.5m to £3.9m year on year primarily driven by
improved performance in Cormac Solutions Limited:

17/18 18/19

PBT £2.5m£5.5m

Sale of Corserv share of VIA (£4.5m) — one off sale proceeds

Reduction in VIA share of profits £0.7m — vs prior year

Cornwall Airport subsidy £1.3m - previously paid by Cornwall Council now group relief
Cornwall Housing fee £0.9m — reduced management fee

Net Total £2.5m £3.9m

Revenue at a consolidated group level grew by £4.6m through growth in Cornwall Development Company
however this would not have benefited the PBT due to the company being primarily grant funded and therefore
does not deliver a return. Excluding CDC the group revenue remained static year on year however this does not
reflect the considerable amount of inter group works which helped retain financial benefit within the group.

The balance sheet shows a net liability of (£58k); an adverse movement of £1.9m year on year.

The majority of this movement related to pension liability at CDC and Cornwall Airport increasing to £10.3m (up
from £8.5m) for the LGPS defined benefit pension scheme. It has been agreed between Cornwall Council and
Corserv Group that during 19/20 a Pension Pass Through agreement will be put in place and the liability will be
passed to Cornwall Council and removed from the balance sheet. This will significantly strengthen the
company’s position going forward.

Movements in creditor and debtor balances relate to outstanding balances between Cornwall Council and the
group of companies. The main movements related to increased works during Q4 2019 , payments for dividends
and IT recharges all of which were not transacted until April 19.

Overall cash balance grew to £16m boosted by the cash sale of VIA during March 2019.

Fixed assets are primarily plant and equipment for Cormac Solutions Limited Highways and Civils division.
These assets are treated as a finance lease under FRS102 in the 18/19 accounts and were leased from
Cornwall Council. During May 19 these assets were purchased from Cornwall Council and will be reported as
owned assets in next year's accounts. Over time this will further strengthen the balance sheet position of the
company in conjunction with the pension pass through.

Other provisions increased for remedial of work carried out in the previous 12 months under Cormac Solutions
Limited. Additional provision was made in this area following a review of work types and potential liabilities for
schemes delivered in 18/19. There was also provision made for changes to employment rules with regards to
holiday pay for staff.

Dividends of £5.6m were paid to Cornwall Council during 2018/19 which included £2.8m of VIA sale.

Overall, the financial performance of the Group was robust and provides a solid foundation for its ongoing
relationship with Cornwall Council going forward. '
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PRINCIPAL RISKS AND UNCERTAINTIES

The Board reviews risk on a regular basis and the risks are managed by the executive team. Management of

these risks has meant that our risk exposure has remained constant throughout the year.

We rate our risks without mitigations and with mitigations applied. The key risks include:

Risk

Mitigation / action being applied

Brexit (no deal)

Horizon scanning and monitoring of development activity
including planning applications. Mitigations with suppliers (fuel,
bitumen & key materials) in place. Exposure to direct price
impacts of exchange rate fluctuations are primarily related to fuel
and plant / equipment however the business does not hedge
against these and are exposed to general inflationary increases
as a result of exchange rate changes. Approximately 35% of the
business revenue is linked to inflationary indices which provide
some risk exposure. EU workers make up a relatively low
proportion of the workforce but government guarantees of
residency should reduce this risk.

Our ability to recruit and retain
staff is impacted by
remuneration levels and scarcity
of skilled resource.

Implemented revisions to the pay and benefits offer for some
staff plus implemented Foundation Living Wage. Focus on
improved recruitment campaigns, employer brand and growing
our apprenticeship programme.

Reducing peoples exposure to
harm

We have dedicated health and safety professionals within the
Corserv Group, we have an on-going monitoring regime,
including inspections, leadership tours, accident review and
compliance and assurance audits. We have a clear health and
safety plan and a Health and Safety management system
incorporating policies and procedures for our workforce.

Organisational capacity and
resilience

We have begun a strategy for people planning to include
succession planning, leadership training, recruitment strategy
and performance monitoring of staff. Management are actively
challenged to ensure that critical tasks are focused upon.
Centres of excellence in Corserv are being developed to provide
a better level of support to the group of companies. Staff forums
in resolving business issues are being actively used.

Major contractual loss

Significant work in 18/19 has been on improving the relationship
and the service we provide to our main client Cornwall Council.
We have a quarterly partnership board which is a joint working
group from both Corserv and the client to discuss operational
issues. The business has agreed a 4 year business plan with the
client which delivers a degree of certainty around future
revenues.

Capacity of Cornwall's
construction industry: in addition
to our pipeline of major capital
projects, over £400m of other:
major highway infrastructure
improvements will be
undertaken between 2020-23.

Participation in C&loS LEP Construction clients group to model
demand, collaborative approach to employment and skills
development programme.

Growing CSL's apprenticeship programme.

Securing supply chain capacity through partnership agreements.
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KEY PERFORMANCE INDICATORS
SAFETY, HEALTH ENVIRONMENT AND QUALITY

2018/19 saw significant progress in a wide range of areas to bolster our safety, quality and environmental
management systems.

The overall reportable incident rate for the Corserv Group member companies has reduced across the year. The
most significant cause of incidents across the Group of Companies continues to relate to slips/trips and handling
loads, which is typical of all industry groups. These topics feature within the long term safety plans for the Group
and development and roll out of staff training in these areas has continued across the year.

We have continued to maintain OHSAS18001 and ISO 14001 and 9001 certifications for Corserv Group, with
consistent audit performance across the year.

Establishing 25 internal auditors last year has yielded best ever quality audit results with BSi, with very low
numbers of non-conformities raised and to support training for the Entropy risk management system, a network
of data controllers is now in place. Active support of an enhanced integrated management system at Cormac
has continued, with dedicated Cormac staff supporting the HSEQ team.

We have expanded the environmental support team, enabling 90 visits across the group estate during the year,
while reducing the number of pollution incidents has continued well, with no pollution incidents encountered at all
during 2018/19.

An extensive review of waste transfer documentation and associated training program has, at audit,
demonstrably shown significant improvements in compliance levels across Cormac.

We have also produced our first, long term environmental and sustainability strategy, aligned to both the Group
business plan and the Cornwall Council 50 year environmental strategy.

WORKING WITH OUR COMMUNITY

Corserv's corporate social responsibility is part of our core business. We want to contribute to our local
communities, invest in our economy, be ambitious and develop creative and innovative projects which have
positive shared social outcomes, as well as developing our internal workforce through skills development.
Corserv's corporate charities in 2018/19 were Children’s Hospice South West and Cornwall Air Ambulance.

Throughout the duration of these partnerships staff across Corserv have raised £4,392 and donated £785 of time
and other ‘in kind’ support. This arrangement is currently under review and staff across Corserv have been
invited to nominate two new potential charities for the next partnership arrangement. .

As part of the Corserv procured facilities maintenance contract with Travis Perkins a percentage of spend is
accrued into a social fund. So far Corserv have accrued £7,338 to spend on local good causes and there is a
programme in place to maximise community impact by utilising it throughout National Volunteers Week.

Since April 2018 Cormac has supported existing constituted volunteer groups, as well as delivering Cormac
volunteering placements to the total of 58,297 hours of volunteering activity across Cornwall.

We created over 40 hectares of improved green spaces under a pioneering scheme to bring nature-rich habitats
to urban areas. Cormac has transformed unexciting grassy spaces into beautiful sanctuaries for people and
wildlife. The Green Infrastructure for Growth programme is part of Cornwall Council's Environmental Growth
Strategy, and has brought 29 wildlife and pollinator-friendly areas to seven Cornish towns at Penzance, Hayle
Camborne, Pool, Redruth, Bude and Saitash.

Our care business continues to provide services to some of the most vulnerable and isolated people in Cornwall,
often as the carer of last resort.

CDC has supported 109 clients into work and helped 242 individuals in communltles in the most economically
challenged areas of Cornwall.
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LISTENING TO OUR CUSTOMERS

Cornwall Airport Newquay has focused time, effort and investment into improving the customer experience and
becoming a more passenger-focused place to fly to and from. The Airport received a ‘very good' rating from the
Civil Aviation Authority for providing services to passengers with reduced mobility, the highest rating airports can
achieve. An analysis of its customer survey shows an increase in the overall satisfaction levels compared to the
previous years.

Now it's become the UK's first Makaton friendly airport, with 75 members of the team at Cornwall Airport
Newquay recently completing training in Makaton. Makaton is a language system that uses signs and symbols
designed to be used alongside spoken word to help children and adults who have additional communication
needs and to encourage their language development.

Cornwall Housing has created a services and engagement committee, which comprises 3 board members and
up to 6 residents/customers to ensure those tenants’ views can directly influence our decision making.

Cormac has been developing an effective community network, informing and involving elected Members, town
and parish councils and local people

FINANCIAL

. Revenue growth of 3%; up £4.6m year on year

. Gross profit margin of 11.3%; up from 10.4%

. Operating profit margin of 0.7%; down from 1.3% impacted by the introduction of Cornwall Airport group

relief in 18/19
. PBT margin 3.4%,; up from 1.6% including sale of VIA
+  Current asset ratio of 1.06 up from 1.04
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GOVERNANCE

The following diagram summarises the Corserv Group's governance structure.

Cormac Contracting Limited was transferred into the Corserv Group of Companies post year-end.
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Operation of the Board

The Board operates by receiving reports circulated in advance of Board meetings from the Executive Directors
and the Group Company Secretary on matters within their respective business areas. The Board also receives
presentations on key areas of the business and undertakes site visits to meet employees to gain a better
understanding of the operation of business initiatives.

Under the guidance of the Chair all matters before the Board are discussed openly with presentations and advice
frequently received from other senior Executives from within the Group and from external advisors to facilitate
the decision making of the Board. '

In decision making, the Board always considers the impact (a decision) might have on all stakeholder groups
when considering what is in the best interest of the Company/Group and its Shareholder.

Performance Evaluation

The evaluation of the Board's performance was carried out by means of a quéstionnaire created internally by the
Group Company Secretary in consultation with the Chairman. The questionnaire was designed to assess: the
Board's composition; time management; Board support; the Board's use of technology; Directors training
requirements; the Board's strategic oversight; risk management and internal control;, human resources;
communications with the Shareholder and priorities for change.

The results of the evaluation survey indicated that three quarters of responses were adequate to good indicating
that the Board was performing its duties to an appropriate standard. The Board considered the outcomes of the
evaluation survey and identified areas for improvement, which included: succession planning, more time
allocated to strategic debate and Peer Company benchmarking.

Dealing with Directors’ Conflicts of Interest

In accordance with the Director’s interest provisions of the Companies Act 2006 and the Company’s Articles of
Assaciation, the Board has in place a procedure for the consideration and authorisation of Directors’ conflicts or
possible conflicts with the Company's interests.

Non-Executive Directors Independence
All of the Non-Executive Directors were considered by the Board to be independent throughout the year.
Notwithstanding their appointment having been recommended by the Shareholder, Cornwall Council; Richard

Pears and Julian Rand are considered by the Board to be independent in character and judgement rather than
directly representing the interests of the Shareholder.

Risk Management

Risks as identified by the Company and by the Group MD’s are forwarded to the Group Audit and Risk
Committee for escalation on to the Group Risk Register, during 2018/19 these were:

Brexit- The key risk across the Group (and particularly for Cormac) is that of materials shortage and the resulting
price hike. This has been mitigated, where possible, by increasing stock levels, although there are minimal
storage levels for some items, like fuel and bitumen. Airport regulation may need significant changes but will
need to be addressed at government/national level.

Flyjpe — CAL over reliance on Flybe, which represents 67% of passengers for the airport. This has been
mitigated by aiming to increase the number of alternative carriers.

Major contractual loss - mitigation: Proactive management of commercial/ contractual risks.
IT data/systems- mitigation: review of IT systems fit for purpose for Group being undertaken.

In addition, the Corserv Board reviews a summary risk register and impact/ likelihood “heat map” as part of its
monthly Board reporting cycle.
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