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* The balance of 6% consists of other work types e.g. hire & sales.

Throughout this document a number of different performance measures are used, 
these are identifi ed by a footnote numbered between 1 and 17 and are defi ned on page 21.
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Group revenue (£m) Adjusted profi t before tax(1) (£m) Adjusted diluted earnings per share(3) (p)

Adjusted operating profi t 
margin(2) improved to 12% 
(2009: 10.8%) 

Free cash fl ow(4) up 17.4% to 
£68.0m (2009: £57.9m) with 
operating cash conversion(5) 
of 103.1% (2009: 95.9%)

Basic earnings per share 
increased to 42.6p 
(2009: (3.5)p)

Group revenue maintained 
at £650.1m (2009: £655.1m)

Adjusted profi t before tax(1) 
up 13.8% to £69.1m 
(2009: £60.7m) at AER 
(increase of 10.2% at CER) 

Adjusted diluted earnings 
per share(3) up 13.6% to 
42.6p (2009: 37.5p) 

2010 Operational highlights

56% 38%*

of revenue derived from 
recurring maintenance and 
production support

of revenue derived from large 
construction projects in the 
energy and resource sectors

67%
of profi ts generated from 
outside the UK
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Chairman’s statement

Another strong profi t and 
cash fl ow performance
2010 has been another year of solid 
progress for Cape. The results exceeded 
our expectations with a record adjusted 
Profi t Before Tax (PBT)(1) of £69.1 million 
(2009: £60.7 million). Adjusted diluted 
earnings per share(3), which have more 
than quadrupled over the past fi ve 
years, increased by a further 13.6% to 
42.6 pence (2009: 37.5 pence), making 
fi ve consecutive years of uninterrupted 
earnings growth. 

Cape’s impressive cash generation 
continued throughout the year 
and enabled us to halve the year 
end net debt(6) to £52.9 million (2009: 
£113.6 million). Balance sheet gearing(12) 
reduced to 14.3% (2009: 42.4%) and the 
ratio of net debt to adjusted EBITDA(7) 
reduced to 0.6 times (2009: 1.3 times). 
The de-gearing performance has been 
excellent with a reduction in net debt(6) 
of £146.1m from the £199.0 million peak 
reported in June 2008. 

A continuing transformation
At the same time as delivering strong 
earnings growth and cash generation, 
substantial progress has been made 
in transforming Cape into a leading 
international services provider to the 
energy and resources sectors. Our 
business is now concentrated primarily 
on the downstream part of the energy 

sector, including power generation, and 
this development was recognised by our 
recent reclassifi cation into the London 
Stock Exchange’s Oil Equipment and 
Services sector. We continue to pursue 
a clear strategy of focusing on our core 
non-mechanical services offering across 
strategically attractive locations. The 
Group now has a well-balanced portfolio 
of revenue streams with over 56% of 
revenues derived from recurring 
maintenance and production support 
activities which are essential operating 
expenditures (opex) of plant operators. 
The balance of revenues comes from 
large committed projects in the energy 
and resources sectors where we 
operate as a service provider to major 
engineering and construction (E&C) 
contractors.

As previously announced, Cape plans 
to move from AIM to the London Stock 
Exchange’s (LSE) Main Market in the 
second quarter of 2011. As part of this 
process, the Board has closely examined 
the current corporate structure. Over the 
past fi ve years, the geographic mix of 
the Group’s business has become 
increasingly international, with over 67% 
of profi ts now generated from outside 
the UK. The Board expects the growth 
of the business over the next fi ve years 
to be driven primarily from our operations 
in international markets, particularly the 
Pacifi c Rim and Middle East regions.

The Board has therefore concluded that 
Cape and its shareholders would be 
better served through an international 
holding company structure that best 
supports the Group’s operational and 
fi nancial management. The Board 
believes that the most appropriate 
structure is for the new Group holding 
company to be Jersey incorporated and 
UK listed with its tax residence in 
Singapore.

The new holding company, which is to 
be called Cape plc, will have the same 
Board and management team as the 
current Cape business, although 
increased time will be spent in 
Singapore. The Board will comply with 
the provisions of the UK Corporate 
Governance Code applying to Main 
Market premium listed companies and 
will be subject to the UK Takeover Code. 
As such, this move will not cause any 
substantive changes to corporate 
governance or investor protection 
measures. Cape plc will be listed on the 
LSE and is expected to be eligible for 
inclusion in FTSE’s UK Index Series.

This proposed new corporate structure 
will be implemented via a Court 
sanctioned Scheme of Arrangement. 
It is expected that a Circular setting out 
full details of the proposals will be sent to 
shareholders during the second quarter 
of 2011. A prospectus in relation to 

Sean O’Connor retired from the Board on 30 April 2011

 Notes 1-17 are detailed on page 21.

2010 has been another year of 
solid progress for Cape, making 
fi ve consecutive years of 
uninterrupted earnings growth
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Governance

Cape is committed to achieving high 
standards of business integrity, 
ethics and professionalism across 
its worldwide operations 

The Board
The Board is responsible to shareholders 
for the overall management and 
performance of the Group.

Audit Committee
The Audit Committee is responsible for 
internal control and risk management, 
fi nancial reporting, internal audit and 
external audit including auditor 
independence. 

Go to page 36 for more information.

Remuneration Committee 
The Remuneration Committee determines 
the remuneration and conditions of 
employment of the Executive Directors. 

Go to page 29 for more information.

Nomination Committee 
The Nomination Committee is responsible 
for monitoring and formally reviewing the 
performance, composition, balance and 
expertise of the Board as a whole and 
appraising the contribution of individual 
Directors, including a review of their time 
commitment and attendance records. 

Go to page 37 for more information.

Cape plc will also be published and 
both documents will be available on 
Cape’s website, www.capeplc.com.

Proposed dividend
In October 2010 Cape paid its fi rst 
dividend in 10 years with an interim 
distribution of 4 pence per share. 

The Board is recommending a Final 
Dividend of 8 pence per Ordinary share 
(2009: nil) to give a total dividend of 
12 pence in respect of the year ended 
31 December 2010 (2009: nil) refl ecting 
our continued confi dence in the longer 
term prospects for the Group. Subject 
to approval by shareholders at a General 
Meeting of the Company which is 
anticipated to be convened for 25 May 
2011, the Final Dividend of 8 pence per 
Ordinary share will be paid on 3 June 
2011 to shareholders on the register at 
the record date of 13 May 2011. 

Board of Directors
As announced last year, with the 
increasing international focus of the 
business, the Board recognised it would 
be benefi cial to broaden the Board with 
the appointment of two additional 
Non-Executive Directors. 

I am therefore delighted to announce the 
appointment of Tim Eggar as our new 
Non-Executive Chairman. 

Tim had a distinguished parliamentary 
career from 1979 to 1997 which included 
the key Government appointment of 
Minister for Energy from 1992 to 1996. 
He has extensive international experience 
including being Global Head of Integrated 
Energy Corporate Finance at ABN 
AMRO, Chief Executive of Monument 
Oil and Gas, Chairman of Harrison 
Lovegrove, Chairman of Indago 
Petroleum and Chairman of Nitol Solar.

Tim will take up his appointment with 
Cape with effect from 1 May 2011 and 
I shall step down from the Board.

Further, as announced on 6 January 
2011, Michael Merton was appointed as 
a Non-Executive Director and Chairman 
of the Audit Committee. Michael has 
signifi cant experience in the international 
resources industry, having spent the 
majority of his executive career at Rio 
Tinto, where he held senior operational 
roles around the world.

Over the past several months, the 
Nomination Committee of the Board has 
overseen the process of appointing both 
Tim and Michael. This process produced 
a number of outstanding candidates and 
we were delighted that Tim and Michael 
agreed to accept the Board’s offers. Both 
have a wealth of relevant experience and 
possess the qualities the Company is 
looking for to help lead Cape’s ambitious 
growth plans.

Also as previously announced, David 
Robins, the Senior Independent Director 
and Chairman of the Audit Committee, 
has stepped down from the Cape Board 
in March. David Robins was a Non-
Executive Director for fi ve years and the 
Board would like to place on record its 
thanks to David for his contribution 
during this period of considerable 
growth for Cape.

The Board will continue to evaluate 
further opportunities to strengthen the 
Board with potential future additions as 
appropriate, particularly in light of the 
Group’s growth and increased presence 
in the Far East/Pacifi c Rim region.

The Cape team
The Board and I would like to express 
our collective appreciation to all Group 
employees for their strong commitment 
and unfl agging efforts in 2010; for their 
focus on safety, operational excellence 
and delivery to our customers. In my fi nal 
statement to shareholders as Chairman, 
I would also like to thank Martin May and 
his executive team for their continued 
successful leadership of the business 
and for their achievement in delivering 
such a strong performance for the sixth 
year running.

Outlook and prospects
The Board expects a return to organic 
revenue growth from the second half of 
2011 and, as capital expenditure in the 
global energy sector begins to increase, 
we target a sustained period of high 
earnings growth. 

Sean O’Connor
Chairman
30 April 2011

£69.1m
Record adjusted PBT(1) of £69.1 million 
achieved in the year

For a detailed review of our 
Corporate Governance go to page 34
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Martin K May
Chief Executive

Chief Executive’s review

Over the past fi ve years the Group has 
been transformed. Our 2010 EBITA(11) 
was six times higher than the equivalent 
2005 fi gure and 8.2% above the prior 
year; our EBITA margin was twice that 
in 2005 and we have a strong balance 
sheet with gearing(12) reduced to 14.3%.

Cape is now a world leader in the 
provision of essential non-mechanical 
services to both plant operators in 
the maintenance of large industrial 
assets and to large engineering and 
construction (E&C) contractors with 
construction support services. By 
focusing on our core services and 
through a mix of both organic growth 
and strategic acquisitions in selective 
high growth markets, we have built a 
world class industrial services business. 

Overview of performance in 2010
Cape delivered an excellent operational 
performance in 2010. Working directly 
with International Oil Companies (IOCs), 
National Oil Companies (NOCs), power 
generators, and resource companies, we 
provided essential maintenance services 
on 245 industrial assets in 2010. We also 
assisted in the safe delivery of 58 major 
construction projects in the year.

Adjusted profi t before tax(1) 
increased by 13.8% to £69.1 million 
(2009: £60.7 million) including a 
£2.5 million reduction in net fi nance 
costs, before the Industrial Disease 
Claims (IDC), to £9.0 million (2009: 
£11.5 million) and a £2.2 million (2009: 
£8.3 million) benefi t from favourable 
foreign exchange movements. The 
EBITA(11) (excluding exchange) therefore 
increased by £3.7 million or 5.1%.

Our cash generated from operations 
was again outstanding at £98.5 million 
(2009: £84.4 million) with net debt(6) 
reducing from £113.6 million to 
£52.9 million.

Strategy update
A year ago, I outlined the progress 
we had made against our key objectives. 
We were determined to deliver consistent 
and outstanding service to our 
customers while at the same time 
reducing the costs of running the 
business. Achieving a high level of profi t 
to cash conversion from our activities 
and strengthening our balance sheet 
were the key fi nancial objectives. 

During the second half of 2010, we 
re-examined the validity of these 
objectives and how we saw the business 
developing over the next fi ve years. 

With delivery of the margin expansion 
and de-gearing of the past three years, 
the emphasis is now on achieving 
controlled value-enhancing growth. 
We have a high performing business 
focused on a compelling combination of 
services and our exposure to both opex 
and capex trends in the energy and 
mineral resources sectors provides us 
with attractive growth opportunities. On 
the opex side, we have market leading 
positions in the UK oil and gas and 
power generation sectors, together with 
a strong position in the mining and 
mineral processing sector in Australia. 
On the construction services side we 
have positions of scale in two of the 
three big E&C markets; downstream in 
the Middle East and gas/Liquid Natural 
Gas (LNG) in the Far East/Pacifi c Rim. 
Our smaller positions in the CIS and 
North Africa also provide interesting 
opportunities. 

Developing the capability of our 
organisation and people
Key to our growth ambition is the 
continued development of our people. 
In 2010 we launched ‘CapePeople’ – 
a shared vision and set of values 
which acknowledge that it is our people 
that are at the heart of the business. 
CapePeople is focused around the three 
pillars of Opportunity, Capability and 
Commitment, and it is these three 

 Notes 1-17 are detailed on page 21.

These results highlight the strength 
of our international footprint across 
strategically important growth 
markets within the energy sector
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pillars that will drive our commitment to 
ensure Cape is the employer of choice 
in our industry and continues to deliver 
world class service for our customers. 
Our performance is not only measured in 
terms of fi nancial numbers but also by 
the service level and peace of mind we 
bring to our customers. We have best in 
class operational teams with a wealth of 
experience gained over many years with 
Cape. The majority of our management 
team have been promoted from within, 
having worked their way through the 
ranks and in some cases have over 
20 years experience with Cape. Building 
on this expertise, in 2010 we introduced 
our ‘Future Leaders Programme’ which 
provides in depth management 
development for future leaders. These 
group-led development programmes 
supplement the already well established 
programmes in our regional businesses, 
for example supervisor training and skills 
competence. 

Cape’s commitment to safety
We can never be complacent about 
safety. It is pleasing to report that it has 
also been another record year in terms 
of our health and safety performance, 
with the Lost Time Injury (LTI) frequency 
rate of only 0.032 per 100,000 hours 
worked (2009: 0.065 per 100,000 
hours worked).

Safety is at the core of everything we do. 
Our clients’ activities around the world 
are often in the most hostile climates 
and due to the nature of their operations 
they expect only the highest of safety 
standards. Our world-class, sustainable 
safety performance has been delivered 
due to our continued investment in our 
safety framework by extending our 
systems, culture and performance 
across the entire footprint. 

The total recordable LTI frequency rates 
have been reduced by 46% from the 
previous 2009 record and since 2007 
there is an average reduction of around 
22% each year. This dramatic 
improvement brings our performance a 
large step closer to our ultimate goal of 
‘zero accidents, no harm to our people 
and the environment’. The success to 
date has only been delivered by investing 
in our systems and people and expecting 
only exemplary operational safety 
wherever we operate in the world.

Key risks and uncertainties 
The key risks and uncertainties for the 
Group are described on pages 26
and 27 of the Annual Report and 
Accounts 2010.

Outlook and prospects
Looking ahead, as the pause in global 
exploration and production (E&P) 

capex we saw in 2009/10 gives way to 
a return to growth, we expect demand 
for our construction support services to 
commence a sustained period of growth 
from the second half of 2011. Whilst the 
maintenance (Production Support) 
market is not expected to grow as 
strongly as the capital funded E&C 
projects market, we anticipate growth 
will be driven by the commissioning of 
new plants in growth markets, the 
maintenance of ageing infrastructure 
in mature markets and the increasing 
focus of plant operators on safety.

As we enter the new up-cycle for our 
construction support services markets, 
particularly downstream Gulf/Middle East 
region and gas/LNG in the Far East/
Pacifi c Rim region, we believe Cape is 
ideally positioned to deliver top-line 
growth. The opportunities presented 
currently by the construction of two of 
the world’s largest LNG projects in 
Australia are on our horizon and Cape 
has been pre-qualifi ed to tender for work 
on both the Gorgon and the Papua New 
Guinea LNG terminals due to commence 
construction in 2012. The lengthy 
qualifi cation, contract award, revenue 
cycle continues to provide us with 
excellent revenue visibility with over 
63% of consensus 2011 revenues(9) 
now secured.

I wish to join Sean O’Connor in 
expressing appreciation to all who work 
for Cape for their contribution to a very 
busy and successful year. All have played 
a part in strengthening the business for 
our next phase of growth and we can 
look forward to an exciting future for the 
Cape Group.

Finally, I would like to express my sincere 
thanks and gratitude, and those of 
everyone at Cape, to Sean O’Connor.

Sean has served the Group as Chairman 
and Director since 1996, through good 
and bad times. He leaves the Board at 
a time when the fortunes of the business 
could not be better. We wish him all the 
best for the future.

Martin K May 
Chief Executive
16 May 2011

Safe delivery
At the core of 
everything we do
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What we do:

Maintenance

Business 
environment

Overview
In 2010, Cape safely provided essential 
maintenance services on 245 operating
industrial assets, both onshore and 
offshore.

Trends and insights
An increasing element of Cape’s 
business derives from maintenance 
and shutdown (production support) 
activities, growing from 51% of 
revenues in 2009 to 56% in 2010. 

Maintaining large-scale production 
assets requires a service provider 
that can offer its clients innovative 
multi-disciplined integrated solutions 
and enhanced reliability. By applying 
principles of continuous improvement 
and innovation, we play a major 
role in helping our clients’ businesses 
and operations maintain and 
enhance their effi ciency.

Cape works extensively with clients in 
the planning stage of their shutdown 
and outage programmes to maximise 
effi ciency during the process. 

The resulting peace of mind for clients 
is one of Cape’s key propositions, and 
this is enhanced further by world-class 
safety performance and an international 
reputation for completing projects on 
time and within budget.

How we 
deliver

Cape provides a wide range 
of essential non-mechanical 
maintenance services in support 
of clients’ industrial assets, with 
cost-effective multi-disciplined 
service solutions, underpinned 
by rigorous safety procedures
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Strategy
in action

Main Picture:
BP Miller platform, North Sea, UK.

1. Sakhalin LNG 2 with Exxon Neftegas.

2.  Bayu-Udan Platform, Timor Sea 
(East Indian Ocean) with ConocoPhillips.

3. SABIC’s Wilton Plant, UK.

4. Alcoa Kwinana Refi nery, West Australia.
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245
Cape provided essential 
maintenance services on 245 
industrial assets during 2010

+5%
Growth of 5% in our maintenance
and shutdown business 
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What we do:

Construction support

Cape provides non-mechanical 
industrial services to clients 
during the construction phase

Business 
environment

Overview
In 2010, Cape assisted in the safe 
delivery of 58 major construction 
projects.

Trends and insights
Cape has established an unrivalled 
reputation in the provision of support 
services in the construction of LNG 
liquefaction plants, having provided 
services at 25 of the 46 operating 
plants worldwide.

Cape’s involvement often begins as early 
as the feasibility study, where we provide 
expert advice and technical support to 
some of the world’s largest and most 
respected E&C contractors.

Drawing on considerable international 
experience in the delivery of major 
projects, together with extensive 
technical resources, we work in 
partnership with our clients to develop

a safe and reliable construction 
methodology, a detailed programme of 
work, and an accurate assessment of 
costs. Clients can expect high-quality 
standards and projects completed on 
time and within budget.

How we 
deliver
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New image 
to come

Strategy
in action

Main Picture:
 Woodside’s Pluto LNG project, Karratha, 
Australia, with Foster Wheeler.

1.  Exxon Mobil Singapore Parallel 
Train (SPT) project, Jurong Island, 
Singapore, with Shaw Stone & Webster.

2.  Shell Pearl GTL Project, Ras Laffan 
Industrial City, Qatar.

3.  National Chevron Phillips (NCP) 
Petrochemical Complex, Al-Jubail, 
Saudi Arabia.

4.  AgipKCO Kashagan, Island D, 
Kazakhstan, with Aker Solutions.

1. 2.
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 No.1
A leading reputation in
construction support services

 58
Major construction projects 
supported safely in 2010
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Regional review

The UK Region again contributed 
32.6% of EBITA(11) with the stronger 
margin performance more than 
offsetting the decline in revenue.

EBITA(11) increased by 10.2% to 
£28.0 million (2009: £25.4 million) 
despite the 10.3% reduction in revenue 
to £273.4 million (2009: £304.7 million). 
As discussed at the half year, the 
performance refl ects the closure of 

the hire & sales division last year and the 
restructuring of the region into three 
autonomous business units. With the 
restructuring now complete, the 
underlying strength of Cape’s business in 
the UK is clearly visible in these numbers.

Some 94% of the UK Region’s revenues 
(2009: 84% of revenues) were derived 
from plant maintenance or production 
support activities and were therefore 
met from clients’ operational budgets. 

Onshore revenues were down 11.6% 
at £149.7 million (2009: £169.3 million) 
refl ecting the lower outage (shutdown) 
spend, following deferral of a number 
of outage programmes at sites such 
as RWE Fawley, EDF West Burton and 
RWE Didcot, and the deferral of non 
essential capital investment across the 
power generation sector.

Offshore revenues reduced by 13.0% 
to £97.6 million (2009: £112.2 million) 
principally refl ecting the completion of 
the BG Armada Field Life Extension 
Integrity Upgrade project. We established 
a presence in both the Netherlands and 
Norway in 2010 with initial progress 
achieved with the award of the Total E&P 
contract in the Dutch sector announced 
in March. 

Our stand alone Environmental Services 
unit (Cape DBI) delivered a 12.5% 

revenue increase to £26.1 million 
(2009: £23.2 million) driven by a 
particularly strong performance in the 
offshore sector where we successfully 
delivered our now technically proven 
‘on-line’ sand separator cleaning 
processes. This bespoke technology is 
now contracted with Shell and Nexen 
for the next three years. 

Safety awards
Cape’s excellent safety performance 
continued to be recognised by our clients 
in 2010 with a number of prestigious 
safety awards. 

Forward order book and 
secured revenue
The UK region’s order book has 
remained close to prior year levels with 
some 66% of the region’s 2011 planned 
revenues now secured (2009: 71%). 

2011 Preview
Overall we expect a modest increase in 
activity levels in the UK over those seen 
last year as a result of the record number 
of major outages in the power generation 
sector in both fossil fuel and nuclear 
stations planned for 2011. 

Offshore we are confi dent we can 
maintain our market share in the UK 
Continental Shelf and we will continue to 
develop opportunities in the Norwegian 
and Dutch sectors. 

 Notes 1-17 are detailed on page 21.

UK region

2010 Performance
The UK region again contributed 32.6%
of EBITA which increased by 10.2% to 
£28.0 million

2010 revenue 

£273.4m

100908
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Revenue (£m) – maintenance
Revenue (£m) – construction support
Revenue (£m) – other
EBITA (%)

12
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0

UK 
page 10
The UK region is a 
mature market with 94% 
of revenues deriving from 
plant maintenance and 
shutdowns (production 
support)

 

 

 

 

Gulf/Middle East 
page 12
The majority of the Gulf/
Middle East revenues 
derives from construction 
support and although 
revenues were down 
from 2009, margins 
remained strong

 

 

 

 

CIS, Mediterranean 
& North Africa 
page 14
Most of the activities in 
the region were again 
concentrated on construction 
support activities

 

 

 

 

Far East/Pacifi c Rim 
page 16
The Far East/Pacifi c 
Rim region experienced 
signifi cant revenue growth 
of 43% in 2010

 

 

 

 

As a board, we monitor the business and 
strategic delivery on a regional basis
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UK strategic wins 2010:

Providing maintenance service contracts for:
– BP, for offshore assets in the North Sea
– Drax Power Limited, on Drax Power Station
– BHP, for offshore assets in Liverpool Bay
–  Greenergy Biofuels, on the biodiesel facility 

at Immingham

28m
Man hours completed

94%
94% of the UK region’s revenue was 
delivered from plant maintenance 
or production support activities

UK region

Share of Group EBITA

32.6%
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Regional review
continued

The Gulf/Middle East region 
contributed 41.2% of EBITA(11) 
(2009: 48.5%) refl ecting the impact 
of the slowdown in construction 
activity across the region.

Revenues declined by 19.3% 
(CER(10): -19.3%) to £137.7 million 
(2009: £170.7 million), although 
EBITA(11) remained more resilient at 
£35.4 million (2009: £38.6 million).

Some £91.0m (65%) of revenues were 
related to construction support activities 
down from nearly 70% in 2009 refl ecting 
the expected decline from the highs of 
last year as projects completed across 
the region. Cape was active on 29 major 
construction projects in the region 
including Pearl GTL in Qatar, Kayan, 
Karan Gas, National Chevron Philips 
(NCP) and Ma’aden in Saudi Arabia 
and Emal and Borouge II in the UAE.

We continued to build on our dominant 
position in the maintenance and 
shutdown market across the region. 
Cape increased its maintenance 
portfolio to 72 sites (2009: 63 sites). 

Cape again secured all the shutdown 
work available in the UAE and 
completed its fi rst shutdown in Oman 
at the Sohar refi nery.

Safety awards
Cape completed almost 28 million man 
hours in the region with just one Lost 
Time Incident (LTI). This achievement was 
again recognised by our clients across 
the region with numerous awards.

Forward order book and 
secured revenue
The region’s order book is now 28% 
higher than at the beginning of 2010. 
There has been an increase in project 
awards in the second half of 2010 and 
activity within the downstream onshore 
sector is expanding. Some 65% of 
planned 2011 revenues have now 
been secured (2009: 60%). 

Signifi cant awards for construction 
support services in KSA include 
packages on Karan Gas and the Manifa 
Gas Facilities in addition to the Jubail 
Export Refi nery project. The most active 
market for E&C activities in the region is 
however the UAE where packages are 
secured on the ADCO SAS development 
project, Borouge III, Habshan 5, Ruwais 
4th NGL train, IGD project and the Fertil 
2 Ammonia/Urea expansion project.

In 2011 Cape established a foothold in 
India, winning its fi rst work providing 
access and insulation services at 
Petronet’s LNG Terminal at Cochin.

2011 Preview
With our highest level of secured work 
since September 2008, and with 
increasing tendering activity in our 
Northern and Southern Gulf markets, 
we anticipate a return to growth in 
2012. Several key E&C project 
awards are expected during 2011 
for commencement in 2012. 

We also see opportunities to continue 
to strengthen our maintenance and 
shutdown activities. Iraq will also be a 
potential growth area for our services 
in 2011, with work already being 
undertaken for Worley Parsons on 
behalf of BP at Rumaila and a number 
of other requests for our support are 
under consideration.

The Group sees no effect from the 
current situation in the Middle East as 
the majority of operations are in large, 
secure industrial facilities in remote, 
unpopulated locations, predominantly 
Qatar, Abu Dhabi and Saudi Arabia.

 Notes 1-17 are detailed on page 21.

Gulf/Middle 
East region

2010 Performance
The Gulf/Middle East region contributed 
41.2% of EBITA with EBITA margins 
increasing from 23% to 26%

2010 revenue 

£137.7m
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Gulf/Middle East strategic wins 2010:

–  Providing construction support services for 
CCIC & Linde Engineering on Borouge III, UAE

–  Providing construction support services for 
Samsung, Hyundai & GS Construction on 
Karan and ManifaGas plants, Saudi Arabia

AE

29
Major construction projects 
supported in 2010

65%
Some 65% of planned 2011 
revenues have now been secured

Gulf/Middle East region

Share of Group EBITA

41.2%
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Regional review
continued

Our smallest region contributed 
9.0% of EBITA(11) (2009: 9.7%). 
Revenues increased by 5.4% to 
£51.0 million (2009: £48.4 million) 
with EBITA(11) increasing by 27.9% 
to £7.8 million (2009: £6.1 million). 

The vast majority, some 91% (2009: 92%) 
of the region’s revenues were derived 
from construction support services. 

Cape’s activities in the CIS countries 
in 2010 were again concentrated on 
construction support activities at 
Kashagan and Karachaganak in 
Kazakhstan, and Odoptu and Chayevo 
in Sakhalin, Russia. 

In addition to Kazakhstan and Sakhalin, 
Cape made progress in expanding its 
operations further in 2010. As announced 
on 1 July 2010, Cape established a joint 
venture in Azerbaijan with state oil 
company SOCAR. The joint venture 
was awarded its fi rst contract with the 
Amec-Tekfen-Azfen (ATA) Alliance to 
provide access services for the 
fabrication of West Chirag Platform 
topsides. We also registered a branch 
in Turkmenistan during the year, where 
offi ces will be opened in 2011.

In August 2010, we announced that we 
had been awarded a contract valued 
in excess of €27 million (£22.5 million) 
for the provision of insulation works for 
the Sonatrach GL3-Z LNG Project in 
Arzew, Algeria. This award marked the 
fi rst major LNG project contract win for 
Cape in North Africa since the Damietta 

 Notes 1-17 are detailed on page 21.

LNG project in Egypt in 2002. The work 
is now expected to commence in the 
second quarter of 2011. This was another 
signifi cant award for Cape in the 
strategically important LNG sector. 

Forward order book and 
secured revenue
The region’s order book increased by 
49% over prior year levels with some 
54% of the region’s 2011 planned 
revenues now secured.

2011 Preview
Activity levels in the region are expected 
to increase in the second half as a result 
of the announced project wins in 
Azerbaijan and Algeria.

Activity levels in Kazakhstan are 
expected to continue at current levels 
through the fi rst half of 2011, reducing in 
the second half as the current projects 
complete. The next major project in 
Kazakhstan is the follow on phase of the 
TengizChevrOil (TCO) development which 
is not expected to commence until 2012.

CIS, Mediterranean 
& North Africa region

2010 Performance
Revenues increased by 5.4% to £51.0m 
with EBITA margins increasing from 
13% to 15%

2010 revenue 

£51.0m
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CIS, Mediterranean & North Africa strategic wins 2010:

–  Providing construction support services for Snamprogetti 
Chiyoda Saipem on Arzew GL3-Z LNG, Algeria

–  Our JV with SOCAR was awarded a contract 
to provide construction support services for 
Amec-Tekfen-Azfen (ATA) Alliance, on the 
West Chirag Platform, Azerbaijan

namprogetti 
ia

49%
The region’s order book
increased by 49% in the year 

91%
91% of the region’s revenues 
were derived from construction 
support services

CIS, Mediterranean & North Africa region

Share of Group EBITA

9.0%
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Regional review
continued

Revenue increased by 43.2% 
(CER(10): +26.0%) to £188.0 million 
(2009: £131.3 million) making it the 
Group’s largest revenue generating 
region outside the UK. 

EBITA(11) nearly doubled to £14.8 million 
(2009: £7.9 million) representing 17.2% 
(2009: 9.9%) of the Group’s EBITA(11).

The transformation of our business in 
the region continued throughout the 
year. As expected we have experienced 
signifi cant revenue growth (CER(10): 
+37.8%) in our industrial services 
businesses which accounted for 88% 
(2009: 83%) of our revenues in the 
region. Some 34% of revenues were 
derived from maintenance and 
shutdown activities with 47% relating 
to construction support activities 
driven by large, capitally funded LNG 
and petrochemical projects.

We have continued to invest in our 
established training facilities in both the 
Philippines and Australia during the year 
to ensure we are best placed to provide 
the increasing numbers of highly trained 
operatives our clients demand.

Onshore industrial services revenues 
increased 42% (CER(10): 26%) to 
£145.5 million (2009: £102.8 million) 
driven by our work on the two signifi cant 
oil & gas contract awards received last 

year, Woodside’s Pluto LNG project in 
Karratha, Australia and the ExxonMobil 
Singapore Parallel Train (SPT) project at 
Jurong Island, Singapore. We expect our 
activities on both of these major projects 
to wind down and complete in the 
second half of the year. 

Whilst our onshore construction 
support revenues doubled in 2010 it 
was particularly pleasing to also grow 
maintenance and shutdown revenues 
by 87%. We now provide maintenance 
services at 15 sites in the region.

Offshore revenues in the region 
more than trebled to £20.7 million 
(2009: £6.6 million) which refl ects major 
shutdown works completed on our two 
principal maintenance contracts with 
ConocoPhillips Bayu-Undan in the 
Timor Sea and the Shell Malampaya 
platform in the South China Sea. As 
indicated last year, the management 
of Cape’s Offshore business for the 
region moved from the Philippines to 
Australia. As expected, tendering activity 
has increased as a result of this move 
and we expect a steady stream of 
contract awards in 2011.

As anticipated, our Access Solutions 
business, which is entirely focused on 
commercial and residential construction 
markets in Australia, continued to be 
impacted by the diffi cult market 

conditions. Revenues remained fl at at 
£21.8 million (2009: £21.9 million) on 
a headline basis although on a CER(10) 
basis revenues declined by 15%. As 
reported at the half year pricing has 
remained fi ercely competitive as a 
result of the continued downturn in the 
commercial and residential construction 
markets right across Australia and we do 
not now expect to see any pick up until 
the end of 2011 at the earliest.

Forward order book and 
secured revenue
The region’s order book increased by 
4% in the year largely refl ecting the 
progress with major construction 
projects. Secured revenues now 
represent some 50% (2009: 48%) 
of 2011 planned revenues. 

2011 Preview
We expect little change in activity levels 
until the fi nal quarter of 2011 as current 
major projects progress towards 
completion. We expect continued growth 
in the second half and into 2012, with the 
benefi t of increasing tendering activity. 
Several major projects in the gas/LNG 
and resources sectors are now in early 
stage construction or have achieved fi nal 
investment decision and we anticipate 
award of contracts for Cape’s range of 
services to be made during the course 
of the year. 

 Notes 1-17 are detailed on page 21.

Far East/Pacifi c 
Rim region

2010 Performance
Revenue increased by 43.2% to £188.0m 
with EBITA nearly doubling to £14.8m

2010 revenue 

£188.0m
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Far East/Pacifi c Rim strategic wins 2010:

–  Providing maintenance services for Shell on 
Malampaya, the Philippines

–  Providing maintenance services for Macquarie 
Generation on Liddell Power Station, Australia

–  Providing construction support services for 
IncitecPivot on Project Aurora, Australia

+4%
The region’s order book
increased by 4% in the year 

47%
47% of revenues relate 
to construction support 
activities

Far East/Pacifi c Rim region

Share of Group EBITA

17.2%
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Richard Bingham
Chief Financial Offi cer

Chief Financial Offi cer’s review

Total adjusted PBT(1) increased by 13.8% 
to £69.1 million (2009: £60.7 million) 
from revenues of £650.1 million (2009: 
£655.1 million). This improvement was 
driven by an 8.2% increase in EBITA(11) 
to £78.1 million (2009: £72.2 million) 
combined with a reduced fi nance charge. 

Adjusted diluted earnings per share(3) 
increased by 13.6% to 42.6p (2009: 37.5p). 
Basic earnings per share increased to 
42.6p (2009: loss per share of 3.5p).

The profi t after tax of £52.6 million 
compares with a loss of £1.5 million 
in 2009 refl ecting the booking of the 
discounted, post tax, industrial disease 
provision of £50.8 million.

These headline results have again 
benefi tted from favourable exchange 
movements and in particular the 
strength of the Australian dollar relative 
to sterling. The overall foreign exchange 
impact has been to increase revenues 
by £22.4 million or 3.6% and adjusted 
operating profi ts by £2.2 million, 
equivalent to 1.3p per share.

Operating and free cash fl ow
The Group’s strong operating cash 
generation continued throughout the 
year with full year cash generated 
from operations of £98.5 million 
(2009: £84.4 million) representing an 
operating cash conversion rate(5) of 
103.1% (2009: 95.9%). After servicing 

of debt, taxation and capital expenditure 
the Group’s free cash fl ow(4) was 
£68.0 million (2009: £57.9 million). 
See fi gure 1.

Figure 1. Free Cash Flow (£m)
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The net fi nance charge (excluding interest 
earned on the restricted IDC Scheme 
funds and the unwind of the discount 
relating to future asbestos provision) 
reduced to £9.0 million (2009: £11.5 million) 
with interest cover(15) increasing to 8.6 times 
(2009: 5.7 times).

As expected, the seasonal working 
capital outfl ow in the fi rst half reversed 
in the second half resulting in a full year 
working capital infl ow of £1.8 million 
(2009: £7.3 million outfl ow). With little 
growth capex in the period, the Asset 
Replacement Ratio(16) fell to 71.3% 
(2009: 73.4%) refl ecting the level of 
maintenance capex requirements of 
the business. 

For the 12 months ended 31 December

 Revenue EBITA(11)

 (£m) (£m) %
Region 2010 2009 2010 2009  change

UK 273.4 304.7 28.0 25.4 10.2%
Gulf/Middle East 137.7 170.7 35.4 38.6 (8.3)%
CIS, Mediterranean & North Africa 51.0 48.4 7.8 6.1 27.9%
Far East/Pacifi c Rim 188.0 131.3 14.8 7.9 87.3%
Total before central costs 650.1 655.1 86.0 78.0 10.3%
Income from joint venture – – (0.1) 1.6 
Central costs – – (7.8) (7.4)
Total 650.1 655.1 78.1 72.2 8.2%

 Notes 1-17 are detailed on page 21.

Cape delivered a robust fi nancial 
performance in 2010 with a 13.8% 
increase in adjusted PBT(1) and 
a 13.6% increase in adjusted 
diluted EPS
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Capital structure and new 
debt facility
The Group’s year-end net debt(6) 
excluding the ring fenced IDC Scheme 
funds reduced year on year by 54% 
to £52.9 million (2009: £113.6 million) 
including fi nance lease obligations of 
£10.3 million (2009: £14.6 million). 
Balance sheet gearing(12) reduced to 
14.3% (2009: 42.4%) and the ratio of net 
debt to adjusted EBITDA(8) has fallen to 
0.6 times (2009: 1.3 times).See fi gure 2.

Figure 2. Reduction in Net Debt
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As announced on 6 January 2011, 
the Group successfully refi nanced its 
banking facilities through to June 2015. 
The new unsecured £220 million 
syndicated credit facility with Lloyds 
Banking Group, Barclays Bank, National 
Australia Bank and HSBC, acting as joint 
mandated lead arrangers, provides Cape 
with a strong fi nancial platform and the 
fl exibility to support future growth.

Return on Managed Assets (ROMA)(13) 
increased to 33.6% (2009: 32.0%) and 
the Group’s investment in receivables 
and work in progress increased to 100 
days (2009: 96 days).

Finance charges
The net fi nance charges, before IDC, of 
£9.0 million (2009: £11.5 million) included 
fi nance lease interest of £1.0 million 
(2009: £1.7 million) and amortisation of 
loan issue costs of £0.8 million (2009: 
£0.7 million) in respect of commitment 
and ancillary fees under the Group’s 
Senior debt facility. The Group’s effective 
interest rate on borrowings reduced to 
5.45% (2009: 6.09%) with interest 
cover(15) increasing to 8.6 times (2009: 
5.7 times). The decrease in effective 
interest rate was primarily due to an 

increase in UK denominated debt not 
hedged and thus benefi ting from the 
low UK LIBOR rates. 

Figure 3. Interest Cover (times)
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During October, the Group’s GBP 
denominated interest rate swap reduced 
by £7.5 million so at year-end it had a 
£52.5 million (2009: £60.0 million) swap 
in place that converted the interest rate 
on its GBP denominated debt from a 
fl oating LIBOR rate to a fi xed interest 
rate of 5.145%. In addition, the Group 
had a swap in place converting the 
interest rate on $30.0 million of its US 
dollar denominated debt from a fl oating 
USD LIBOR rate to a fi xed interest rate 
of 3.23%; this expired in January 2011. 

Provision for estimated future 
asbestos related liabilities and 
Scheme funds
The provision for future asbestos related 
IDC claims is a discounted pre-tax 
provision using a discount rate of 5%, 
consistent with prior reviews.

The deferred tax asset related to this 
provision is shown within the deferred tax 
balance. The unwinding of the discount 
applied to the future asbestos related 
provision is included under fi nance costs 
in the income statement.

The triennial independent actuarial 
assessment of the Group’s unpaid and 
uninsured UK asbestos related claims 
was completed in January 2011. This is 
the third such review undertaken by the 
Scheme actuaries, the previous 
assessments having being undertaken in 
both 2004 and 2007. The provision held 
continues to refl ect the central estimate 
of the total future discounted liabilities, 
net of insurance recoveries, out to 2080. 

Illustrated below is the undiscounted, 
discounted and post-tax information 
of the provision held, net of insurance 
recoveries:

 At 31 
 December 2010
 £m

Undiscounted provision 191.1
Discount (109.4)
Discounted pre tax provision 81.7
Deferred tax (22.1)
Discounted post-tax provision 59.6

The ring-fenced Asbestos Scheme 
funds reduced by £2.2 million 
(2009: £3.7 million) to £31.6 million 
(2009: £33.8 million) comprising 
entirely of settlements and costs paid 
to claimants. Whilst accrued interest 
of £1.0 million (2009: £0.8 million) was 
earned on Scheme Funds, the longer 
fi xed term deposits resulted in no cash 
interest being received in the period.

Based on the actuarial assessment 
Scheme funds would be suffi cient 
to cover the cost of claims for at least 
the next 9 years.

Tax charge and effective tax rate
The Group’s tax charge in 2010 for 
the continuing operations (excluding 
JV’s) increased to £14.6 million (2009: 
£13.9 million) with an underlying effective 
tax rate(17) of 21.1% (2009: 23.5%). This 
decrease predominantly relates to a 
change in the mix of source of profi t 
generation and the reduction in tax 
rates of overseas jurisdictions (e.g. 
Qatar and Sakhalin). Tax paid in the 
period increased to £11.5 million (2009: 
£7.6 million) due to many jurisdictions 
making payments on account for 
estimated profi ts during 2010. 

The Group’s total tax charge for the 
year is £10.8 million (2009: credit 
£14.1 million), comprising a current 
tax charge of £12.6 million (2009: 
£9.9 million) and a deferred tax credit of 
£1.8 million (2009: credit £24.0 million).

Balance sheet
Shareholders’ funds at 31 December 
2010 increased by £99.5 million to 
£364.2 million (2009: £264.7 million) 
and refl ect both the retained profi ts for 
the year of £52.6 million and the impact 
of foreign exchange.
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Chief Financial Offi cer’s review
continued

The translation reserve increased by 
£50.9 million to £115.1 million (2009: 
£64.2 million) driven by the continued 
strengthening of the Australian dollar 
relative to sterling with a closing 
exchange rate of AUD 1.53 (2009: 
AUD 1.80). The translation reserve 
refl ects the 34% appreciation in the 
Australian dollar against sterling since 
the acquisitions in Australia were 
completed in 2007 at an exchange 
rate of AUD 2.32.

The Group’s intangible assets, which had 
a year-end book value of £241.5 million 
(2009: £210.5 million), comprises acquired 
goodwill that arose on acquisitions, in 
particular the three strategic acquisitions 
in Australia in 2007. The increase in the 
value of intangible assets during the year 
was entirely due to the movement in 
foreign exchange rates. 

The Group completed a goodwill 
impairment test based on value in 
use calculations which estimate the 
recoverable amounts of the Group’s 
Cash Generating Units. The test 
demonstrated that no impairment 
was necessary.

The Group had a year-end Property, 
Plant and Equipment balance of 
£154.3 million (2009: £142.9 million). 
Additions of £12.4 million (2009: 
£11.6 million) were made during the year 
and the depreciation charge for the year 
was £17.4 million (2009: £15.8 million). 
The most signifi cant proportion, some 
£129.5 million (2009: £117.5 million), 
relates to access and scaffolding 
equipment. The Group’s real property 
assets totalled £19.3 million (2009: 
£17.0 million) and include £2.0 million in 
respect of 130 acres of land adjacent to 
the M25 in Uxbridge.

Current trade and other receivables 
increased by £14.1 million to 
£170.1 million (2009: £156.0 million). 
At the year-end trade receivables 
represented 60.9 days (2009: 62.7 days) 
of invoicing. 

Non-current provisions of £87.0 million 
(2009: £85.6 million) primarily relate to 
industrial disease liabilities comprising 
£10.7 million (2009: £9.7 million) in 
respect of the estimated costs of 
settling notifi ed claims and £71.0 million 
(2009: £70.5 million) in respect of the 
additional provision raised for the 
estimated future liability.

Pensions
The Defi ned Benefi t Pension Scheme 
had a net surplus of £13.2 million as at 
31 December 2010 (2009: £10.7 million), 
this continues to be restricted to nil in the 
accounts under IFRIC 14.

Dividend
The Board is recommending a Final 
Dividend of 8 pence per Ordinary share 
(2009: nil) to give a total dividend of 
12 pence in respect of the year ended 
31 December 2010 (2009: nil) refl ecting 
our continued confi dence in the longer 
term prospects for the Group. Subject 
to approval by shareholders at the 
General Meeting of the Company which 
has been convened for 25 May 2011, the 
Final Dividend of 8 pence per Ordinary 
share will be paid on 3 June 2011 to 
shareholders on the register at the 
record date of 13 May 2011. 

Richard Bingham
Chief Financial Offi cer
16 May 2011

 Notes 1-17 are detailed on page 21.
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Notes
1  Adjusted PBT comprises profi t/(loss) before tax of £63.1 million (2009: loss of 

£15.6 million), adjusted for the IDC charge of £0.4 million (2009: £74.2 million), 
IDC fi nance income of £1.0 million (2009: £0.8 million), unwind of discount in 
respect of IDC provision £4.0 million (2009: nil) and amortisation of intangible 
assets of £2.6 million (2009: £2.9 million).

2  Adjusted operating profi t margin is calculated as operating profi t before other 
items of £78.2 million (2009: £70.6 million) divided by revenue of £650.1 million 
(2009: £655.1 million).

3  Adjusted diluted earnings per share is calculated by dividing EBITA, net of tax, 
by the weighted average number of ordinary shares in issue during the year 
adjusted to assume conversion of all potentially dilutive ordinary shares.

4  Free cash fl ow is defi ned as cash generated from operations of £98.5 million 
(2009: £84.4 million) adjusted for the impact of net interest paid of £8.2 million 
(2009: £10.7 million), tax paid of £11.5 million (2009: £7.6 million), net capital 
expenditure of £11.6 million (2009: £8.9 million) and the amortisation of the 
bank fee of £0.8 million (2009: £0.7 million).

5  Operating cash conversion is defi ned as cash generated from operations 
of £98.5 million (2009: £84.4 million) divided by adjusted EBITDA(8).

6  Net debt is calculated by deducting borrowings of £148.7 million 
(2009: £180.3 million) from cash and cash equivalents of £95.8 million 
(2009: £66.7 million).

7  Ratio of net debt to adjusted EBITDA(8) is calculated by dividing the 
net debt(6) fi gure at the year-end of £52.9 million (2009: £113.6 million) 
by the adjusted EBITDA(8) of £95.5 million (2009: £88.0 million).

8  Adjusted EBITDA is calculated by adding back depreciation of £17.4 million 
(2009: £15.8 million) to EBITA(11) of £78.1 million (2009: £72.2 million). 

9  Based on 2011 consensus revenues of £705.0 million.
10  Constant currency fi gures refl ect actual 2010 results retranslated using the 

foreign currency exchange rates used for the 2009 reporting. The average 
exchange rates for the year ended 31 December 2010 were GBP/AUD 1.6901 
and GBP/USD 1.5526 (2009: GBP/AUD 1.9828 and GBP/USD 1.5513).

11  EBITA comprises profi t/(loss) before interest and taxation of £75.1 million 
(2009: £(4.9) million), adjusted for IDC charge of £0.4 million (2009: £74.2 
million) and amortisation of intangible assets of £2.6 million (2009: £2.9 million).

12  Gearing is net debt(6) divided by total equity.
13  Return on Managed Assets (ROMA) is calculated as operating profi t before 

other items of £78.2 million (2009: £70.6 million) divided by managed assets(14).
14  Managed assets is calculated by deducting the trade and other payables 

of £100.3 million (2009: £95.7 million) from the sum of property, plant and 
equipment of £154.3 million (2009: £142.9 million), inventories of £8.8 million 
(2009: £17.3 million) and trade and other receivables of £170.1 million 
(2009: £156.0 million).

15  Interest cover is calculated by dividing the operating profi t before other 
items of £78.2 million (2009: £70.6 million) by the fi nance costs (excluding 
unwind of discount in respect of IDC provision of £4.0 million (2009: nil)) 
of £9.1 million (2009: £12.3 million).

16  Asset replacement ratio is calculated by dividing the capex spend for 
the year £12.4 million (2009: £11.6 million) by depreciation charge 
£17.4 million (2009: £15.8 million).

17  Effective tax rate is tax on ongoing operations of £14.6 million 
(2009: £13.9 million) divided by adjusted PBT(1).
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Corporate responsibility

2010 Group health, safety and 
the environment
The level of LTI performance, the primary 
international benchmark to measure our 
safety performance, has reduced this 
year by a dramatic 46% on 2009 fi gures, 
the third consecutive yearly fall. The 
Group achieved an LTI frequency rate of 
0.032 per 100,000 hours worked which 
again exceeded our internal target and 
is truly world class within our industry 
sector. We continue to steer the business 
on its journey to the ultimate goal of zero 
injuries/accidents and no harm to the 
environment.

Five-year accident statistics 
– Group combined

In 2010 we refreshed our Health and 
Safety quality management system 
introducing further procedures and 
guidelines in order to continue to 
improve our health, safety and 
environmental performance. These 
enhancements ensure our multinational, 
multicultural, multilingual workforce 
now has an even better understanding 
of our expectations and performance 
aspirations. 

Continued expansion of our health, 
safety and quality external 
accreditation 
To provide a level of assurance to our 
board and clients, Cape actively seeks 
external verifi cation of our health, safety, 
environmental and technical performance 
by utilising external accreditors certifi ed 
by the UKAS accreditation authority. 
In 2010 we increased the coverage of 
this certifi cation and consolidated our 
systems across our whole international 
footprint. To this end all of our operations 
in Australia are now under the Cape 
accreditation umbrella increasing the 
total number of certifi cates of conformity 
for ISO 9001 (quality systems), 14001 
(environmental) and OSHAS 18001 
(health and safety) to 25. 

Asbestos management and 
operating licences
Cape continues to offer our clients 
asbestos removal services. In order to 
provide these services asbestos licences 
from legislative enforcement bodies are 
mandatory. 

Asbestos licences are only granted if 
systems, people and technical resources 
meet the highest standards. In 2010, 
Cape continued to develop new 
procedures and invest in the most 

Health and safety 
Our health and safety 
performance continues 
to deliver dramatic improvement 
across all of our world-wide 
operations when measured 
against a range of recognised 
international performance 
indicators

0.00

0.02

0.04

0.06

0.08

0.10

0.12

0.14

1009080706



 23Cape plc Annual Report 2010

2010 o
p

e
ra

tio
ns

G
o

ve
rn

a
n

c
e

Fin
a

n
c

ia
l sta

te
m

e
n

ts

modern equipment and techniques to 
exceed legislative compliance and deliver 
exceptional, safe and effi cient operations 
to our clients. Cape’s performance was 
monitored and evaluated by independent 
experts in the fi eld. In all cases existing 
licences throughout the Group were 
either renewed or new licences awarded 
– including four new licences in Australia.

Health, safety, environmental and 
welfare key performance indicators
In order to manage our overall health, 
safety, environmental and welfare 
performance Cape has a range of Key 
Performance Indicators (KPIs). These 
KPI’s monitor our performance against 
a basket of reactive and proactive 
measures and are made available to all 
levels of management and form part of 
the regular Board report. Throughout the 
year the business met all the set criteria 
to ensure appropriate levels of control 
were in place.

Route map towards zero injuries/
accidents and no harm to the 
environment
Each of our operations around the world 
is expected to achieve the highest 
performance standards. 

Throughout 2010 we continued to invest 
and have increased the number of 
training and competency assessments 
undertaken by our people and our 
clients. During the next 12 months we 
will continue to develop best practice 
initiatives including behavioural safety 
training, supervisor training and 
competence programmes as well as 
increasing the skills of the workforce in 
trade activities. 

Ensuring that our people are fully trained 
and competent to undertake their duties 
is fundamental to our excellent health 
and safety performance. To this end 
Cape prides itself on the investment we 
make in this area. 

Health and Safety awards
Cape is pleased that throughout 2010 
our clients have continued to recognise 
our outstanding health, safety and 
environmental performance which is 
internationally recognised as being of the 
highest standard. This recognition has 
been offi cially endorsed by a number of 
awards, prizes and certifi cations. It is 
especially rewarding that every one of 
our operations throughout the world 
has examples of such accolades, 
detailed above.

Health and Safety awards 2010

Date  Region Award Site Client 

May 2010 United Kingdom  Contractor of the Year with exceptional 
efforts in improving HSE performance Total Preston Total UK 

Jun 2010   RoSPA Gold Award for Occupational 
Health & Safety 2010 N/A RoSPA 

Nov 2010   Iberdrola Award for Global Contractor 
of the Year for SHEQ Excellence Longannet Power Station Scottish Power 

Nov 2010   Silver Tiger Award for Commendable 
Service Delivery and SHEQ Performance Fawley Refi nery ExxonMobil 

Jan 2010 Gulf/Middle East Contribution towards 10 million man  ADGAS Liquefaction
  hours worked without an LTI Plant, UAE ADGAS 

Apr 2010  HSE Contractor of the Year Bu Hasa, UAE GASCO 

Apr 2010 Far East/Pacifi c Rim Contractor of the Month HSE award Pluto Project, Karratha,  Foster Wheeler
   Australia  Worley

Dec 2010  Project Executive award for SHES
  Commitments  SPT Project Singapore ExxonMobil 

Dec 2010  Safe Delivery of Campaign  Campaign Project, Brunei SKSWood

Nov 2010 CIS, Med and
 North Africa Contractor of the Year Sakhalin-1 Exxon Neftegas

For the latest information on our 
approach to health and safety go to: 
www.capeplc.com/corporate-responsibility/
health-and-safety/capesafe
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Corporate responsibility
continued

Critical to our growth ambitions is the 
capability and commitment of our 
people. Real progress was made in 2010 
with a number of people initiatives, aimed 
at strengthening the role of our people in 
delivering our success. 

At the heart of this is the introduction of 
CapePeople, a shared vision and a set 
of values that creates the foundations for 
our continued growth by providing focus 
on what makes Cape a great place to be. 

The CapePeople values are built on the 
three pillars of Opportunity, Capability 
and Commitment and these have 
become the focal point for all of the 
things we do to enable our people to 
be successful.

We see the launch of CapePeople as the 
continuation of our journey to put people 
alongside safety as the two key priorities 
that drive our business. In our fi rst year 
we made some real progress, examples 
of which are shown here. 

Opportunity
We have improved our recruitment 
arrangements around the Group placing 
even greater focus on recruiting great 
people, including establishing a further 

three new recruitment centres (in the 
UK Onshore, Brunei and Algeria). These 
recruitment centres work together with 
our Skills Training & Assessment Centres 
of Excellence to continue our extremely 
successful workforce localisation 
strategy, where we recruit and train 
the local people to deliver our services 
to our clients today and in the future. 
We will also be adding more recruitment 
centres during 2011.

Over the last three years the number of 
apprentices/trainees we have recruited 
into the business has tripled and we have 
seen a large increase in the number of 
people who are multi-skilled, which we 
expect to continue. 

We are now advertising all management 
and staff vacancies throughout the 
Group and this has seen the number of 
people being promoted or transferring 
within the business continue to increase 
providing them with the opportunities to 
grow and realise their potential. 

In particular our operational management 
teams continue to strengthen, the 
majority of them having worked in 
Cape for many years acquiring valuable 
experience in our industry. 

Our people 
Developing the capability 
of our organisation through 
our people

In addition to the internal development 
of our people, our senior management 
cadre was also strengthened through 
the appointment of several senior 
operational, fi nance and business 
development professionals during the 
year and we plan to strengthen this 
group still further during 2011.

We continue to encourage opportunities 
for all of our people regardless of their 
gender, ethnicity, disability or age.

The character of the business continues 
to evolve. Our increased focus on 
communication via more frequent team 
meetings has resulted in our people 
being more informed about the things 
that matter to them. This along with 
our leadership style of involving and 
empowering people at every level 
and encouraging them to express 
their ideas and take authority has 
had huge success. 

We have further developed our 
Performance and Development Review 
process, along with our reward models 
which have allowed us to strengthen the 
link between individual contribution and 
overall business success as well as 
increasing the awareness of our people 
on the overall business challenges.
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This is particularly evident in our UK 
market where through the continued 
delivery of two integrated change 
programmes Stepping Out Of The 
Ordinary ‘SOOTO’ and ‘CAPEability’ 
we have maintained market share in 
a very competitive environment. 

Capability
The Cape Future Leader programme was 
introduced during the year, giving many 
of our managers the opportunity to 
develop the skills and behaviours they 
need to be successful in the future. 
This programme has a clear focus on 
delivering sustainable improvements in 
their current role whilst preparing them 
for the future challenges. The success 
of the programme led to us continuing 
the programme for another 60 people 
in 2011.

We have also seen the introduction 
this year of a suite of Site Supervisory 
& Management Training modules around 
the business. These programmes, one 
of which is delivered in partnership 
with ECITB (Engineering, Construction, 
Industry Training Board), are a clear 
commitment by us to invest in the 
capability of our site supervisory & 
management teams helping them to 
continue to act as the intelligent partner 
for our clients and to achieve our goal 
of zero injuries or accidents.

2010 also saw us meet a number of 
milestones for our Skills Training & 
Assessment Centres, none more so 
than in the UK business where a 4 year 
programme was completed to up-skill 
450 scaffolders through the CISRS 
(Construction Industry Scaffolders 
Record Scheme) suite of programmes. 
This programme represented the single 
biggest investment in CISRS training by 
any UK employer in the last 3 years. 
 
We have increased the capability in our 
Skills, Training & Assessment Centres of 
Excellence across the Group. Through 
investment in facilities and the skills of 
our industry experienced trainers and 
assessors we continue to provide 
suitably qualifi ed and experienced 
personnel to all of our clients.

In the Far East/Pacifi c Rim our two 
Training & Assessment centres 
(Perth, Western Australia and the 
Philippines) have renewed all of their 
international accreditations and have 
extended their scope to cover all of 
our operating countries in the region. 

We have also recently established a 
new regional training hub in North Africa, 
based in Algeria.

Commitment
Our people show great commitment, 
and we are committed to providing them 
with a safe working environment and 
quality equipment that is fi t for purpose. 

In 2010 we increased the quality of our 
welfare arrangements, particularly in our 
accommodation facilities where we are 
operating in line with SA8000, the Social 
Accountability International Standard. 

We also did more than ever before in 
terms of work in the community through 
our sponsorship of events and through 
working alongside clients and their 
communities. 

Our people tell us that we look after them 
better than our competitors, they feel 
part of the Cape family and our reducing 
labour turnover rates bear this out.

All of our business units produce 
regular safety newsletters, many of them 
showcasing the winners of our safety 
incentive schemes, which encourage 
our progressive safety culture.

We took the time to celebrate our 
successes, including: increasing the 
number of all employee recognition 
events that took place throughout the 
Group, extending our arrangements for 
long service awards, some of which were 
presented by the Chief Executive and 
generally took the opportunity as and 
when it arose to say thank you to our 
staff and to celebrate great 
achievements. 

Our CapePeople journey will intensify 
in 2011 with the following priorities:

–  Developing our leaders at all levels 
so they can meet growth targets

–  Complete the roll-out of Site 
Supervisor & Management Training

–  Extending the reach of our Skills 
Training & Assessment Centres to 
further develop our local workforce 
and ensure we recruit great people

– Recognise and reward achievements
–  Establish resource plans to deliver 

our future work programs with highly 
competent committed people

For the latest information on our 
people development go to: 
www.capeplc.com/about-cape/our-people

People by region
1. UK – 21%
2. Gulf/Middle East – 47%
3.  CIS, Mediterranean 

& North Africa – 11%
4. Far East/Pacifi c Rim – 20%

1.

2.

3.

4.

Our recent CapePeople poster campaign has 
been successfully embedded into the business.
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Potential impact
External
Operating activities may be affected 
by factors outside our control. These 
include climatic conditions, unusual or 
unexpected geological occurrences, 
environmental hazards, industrial 
conditions, technical failures, labour 
disputes, government actions or 
inactions, delays in construction, 
availability of materials or parts and 
shipping, import or customs delays.

Changes in the political or security 
environment in existing and new 
territories may result in Cape, or its 
clients, losing commercial or legal 
protections, facing security threats 
or being less able to control their 
operations.

Risk and 
uncertainties

Mitigation

These external factors are normally likely to affect a specifi c location, customer 
relationship or a single contract. Cape’s business is diverse by geography, number 
of clients, range of services and exposure to industries or sectors. This portfolio 
diversifi cation reduces the impact of Cape’s overall exposure to individual risks.

Cape’s policy is to avoid a concentration of activity in markets/regions which it 
assesses as high risk. Cape maintains a broad geographic footprint and has 
sought to acquire businesses in safe and politically stable countries.

Risk is mitigated by a strong senior management presence in each region and, 
particularly where risks are identifi ed, regions operate in close communication 
with central management. 

Local legal counsel is regularly engaged to ensure compliance with local 
legislation and to advise managers on actual or potential changes in legal or 
regulatory framework.

We monitor carefully any changes in political regimes that might impact on our 
business. We are appointing a Group Head of Security, who will be responsible for 
focusing our approach to higher risk territories and we have expanded our use of 
specialist consultancies to advise us and, when appropriate, provide protection.

As detailed on page 36 in the Corporate Governance report we have established 
policies and procedures to address these risks.

Risk is an unavoidable facet of any business activity. Cape faces a number of risks 
in undertaking its operations around the world. We are alive to the issue of risk, 
work hard to identify and evaluate risks associated with our business and set up 
controls to mitigate known risks. Identifi ed signifi cant risks and agreed mitigation 
are appropriately recorded in an active risks register. We continue to develop our 
risk management systems and processes to ensure that our response remains 
appropriate to the range of risks that we face. 

No such review of risks and uncertainties can be exhaustive and risks might exist 
which have not been identifi ed by the Directors. New risks might also emerge, 
the likelihood of known risks occurring and the impact they might have upon 
the Group may change from time to time.

Potential impact
Competition 
Losing certain key customers could 
have an adverse effect on Cape’s 
revenues, particularly where these 
customers have several contracts 
with Cape.

The majority of Cape’s customers are 
either in, or are dependent upon, the 
energy and natural resources sectors. 
Cape’s earnings therefore depend on 
long-term energy demand particularly 
for oil, gas and electricity.

Cyclical downturns could lead to 
declines in demand for Cape’s services.

Mitigation

Cape’s top 10 customers accounted for 35% of Group revenues in 2010 
(2009: 31%), with the largest customer accounting for 9% of Group revenues 
(2009: 8%). Cape has a broad customer base and seeks to maintain a balanced 
customer profi le.

Cape has developed long-standing relationships and a reputation for dependability 
with customers, based on service quality, reliability and safety. These relationships 
are at a variety of levels from sites to senior management. Strong relationships 
support revenue retention and growth through ongoing contract award and renewal.

In most existing markets Cape has a relatively small market share.

Most contracts cover a multi-year engagement and are for work of a long-term 
nature. Cape therefore has limited exposure to fl uctuations in the spot price of any 
one energy product, or its short-term demand.

Cape is fi rmly positioned in the downstream energy infrastructure, power generation 
and later cycle production markets. These markets are less impacted by cyclical 
downturns than upstream, exploration segments.

Cape’s wide range of essential services ensures it can serve customers’ needs 
through the lifecycle of the production asset, whether related to installation, 
maintenance or decommissioning.
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Mitigation

Cape values its excellent reputation for safety and HSE related matters around the 
world. Cape’s investments in systems and resources, with around 425 people in 
full-time HSE roles across the Group, continue to deliver signifi cant reductions in 
accidents, working days lost and environmental incidents.

Occupational health and safety performance continues to be in the upper quartile 
of comparable companies, with a LTI frequency rate of 0.032 per 100,000 hours 
worked for the Group as a whole.

Cape’s regionalised organisational structure provides considerable management 
autonomy and opportunity for senior personnel to develop within the business.

The ‘future leaders’ programme has been introduced for managers who are 
identifi ed through a succession planning process, with the skills needed to rapidly 
progress in the organisation. Annual performance appraisals are conducted to 
assess executives’ performance and to discuss career goals.

Senior executive remuneration is reviewed against market data provided by 
specialist remuneration consultants to ensure remuneration is competitive.

Long-term incentive plans are in place to encourage the retention of the key 
management group. 

Potential impact
Operational
A failure to maintain the highest Health, 
Safety and Environmental (HSE) 
standards could result in injury to our 
employees or others involved in our 
operations. Failure to deliver HSE 
excellence could result in a material 
loss of customers and/or damage to 
Cape’s reputation and the environment.

The loss of key senior management 
or employees may adversely affect 
Cape’s business.

Cape’s ability to successfully operate and 
grow the business is largely dependent 
on its ability to attract and retain high-
quality personnel. An inability to attract 
and retain well-qualifi ed and skilled 
personnel could materially adversely 
affect Cape’s business, operating results 
or fi nancial condition. 

Potential impact
Financial
Failure to achieve satisfactory returns 
on investments.

Inadequate fi nancial controls leading to 
loss of assets, loss of fi nancial data or 
loss of the integrity of data.

Other fi nancial risks including foreign 
exchange and interest rate exposure 
are described further in note 23 to the 
Group fi nancial statements.

The eventual value of contracts may be 
lower than expected. Many of Cape’s 
contracts are term maintenance 
contracts and do not guarantee 
revenue levels.

Lump sum contracts expose Cape to 
potential cost overruns. 

Mitigation

Cape carries out detailed assessments and reviews of existing and potential 
investments including external legal and fi nancial diligence where appropriate.

Cape has high quality and experienced fi nance, internal audit, tax and treasury 
teams that operate at the Head Offi ce and across the regions. 

Cape operates a stringent contract review process with clear authority limits 
governing the acceptance of contracts. Contract values are often signifi cantly 
different from initial estimates or from prior year amounts. However across many 
contracts, increases and reductions tend to offset.

Cape seeks to avoid lump sum price contracts, with the majority of its contracts 
being cost reimbursable or at scheduled rates. 
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The Board

1. Tim Eggar
Non-Executive Chairman, 59
Appointment date: 1 May 2011

Committee membership
Chairman of the Nomination Committee and a 
member of the Remuneration Committee.

Background and relevant experience
Tim Eggar had a distinguished parliamentary 
career from 1979 to 1997 which included the key 
Government appointment of Minister for Energy 
from 1992 to 1996. He has extensive international 
experience including being Global Head of 
Integrated Energy Corporate Finance at ABN 
AMRO, Chief Executive of Monument Oil and Gas, 
Chairman of Harrison Lovegrove and Chairman of 
Indago Petroleum.

Additional appointments
Tim Eggar is currently Chairman of Nitol Solar Ltd, 
3 Legs Resources plc, the Russo-British Chamber 
of Commerce and Trent Consulting Ltd. He is 
also a Non-Executive Director of SoyuzNeftegaz 
and TAG Energy Solutions Limited, and a member 
of the Strategic Advisory Board of Braemar 
Energy Ventures.

2. Sean O’Connor 
Former Non-Executive Chairman, 62
Appointment date: 1 April 2007
Retirement date: 30 April 2011

Committee membership
Formerly chairman of the Nomination Committee 
and a member of the Remuneration Committee.

Background and relevant experience
Sean O’Connor was a marketing and advertising 
executive until 1989 when he founded and chaired 
the Stoves Group plc and later MediaKey plc, 
Applied Energy Holdings Limited and Babel 
Media Limited. 

Additional appointments
Sean O’Connor is currently Chairman of 
Springboard Urban Limited and a Non-Executive 
Director of Sportingbet plc, Graphite Enterprise 
Trust plc, Crow TV Limited and Escape 
Studios Limited. 

3. Martin K May 
Chief Executive, 57
Appointment date: 11 October 2002

Committee membership
Member of the Nomination Committee.

Background and relevant experience
Martin K May was appointed as interim Chief 
Executive in June 2002 and became Executive 
Chairman of Cape plc in June 2003, a role that he 
relinquished on becoming Chief Executive in 2006. 
Since July 2006 Martin K May has worked with 
the senior management team to drive forward 
performance in different areas within the Cape 
Group and ensure that each region maximises 
the opportunities provided and consolidates its 
international footprint within the market. He is a 
Fellow of the Institute of Chartered Management 
Accountants and was a founder member of the 
Institute for Turnaround Practitioners. 

Additional appointments
Martin K May has no external appointments.

4. Richard Bingham
Chief Financial Offi cer, 48
Appointment date: 1 June 2008

Committee membership
None.

Background and relevant experience
Richard Bingham was appointed Chief Financial 
Offi cer (CFO) in June 2008. With a background in 
reorganisation and restructuring, he has previously 
held executive and non-executive roles at several 
public and privately owned companies as well 
as that of CFO of a national law fi rm. Prior to 
this, Richard Bingham spent several years in 
professional practice with PricewaterhouseCoopers.

Additional appointments
Richard Bingham has no external appointments.

5. David McManus 
Non-Executive Director, 57
Appointment date: 3 November 2004

Committee membership
Chairman of the Remuneration Committee and a 
member of the Audit and Nomination Committees.

Background and relevant experience
David McManus was appointed as a Non-Executive 
Director in 2004 and served as Non-Executive 
Chairman between 2006 and 2008. David McManus 
is currently Executive Vice President of Pioneer 
Natural Resources, a US listed oil and gas company, 
with responsibility for International Operations, and a 
Non-Executive Director of Rockhopper Exploration 
plc. Prior to these appointments he was also 
Executive Vice President with BG Group where 
he was responsible for developing technical and 
commercial capabilities within the Company and 
directing assets in the Eastern Hemisphere. 
Previously David McManus was President of ARCO 
Europe until ARCO’s merger with BP in 2000. 

Additional appointments
David McManus is currently Executive Vice President 
of Pioneer Natural Resources and a Non-Executive 
Director of Rockhopper Exploration plc.

6. Michael Merton 
Non-Executive Director, 59
Appointment date: 10 January 2011

Committee membership 2011 onwards
Chairman of the Audit Committee and a member 
of the Remuneration and Nomination Committees.

Background and relevant experience
Michael Merton is a Chartered Accountant with 
signifi cant experience in the international resources 
industry, having spent the majority of his executive 
career at Rio Tinto, where he held senior operational 
roles around the world, including Head of Global 
Business Services from 2005 to 2009, and was a 
member of the Executive Committee. 

Additional appointments
Michael Merton is currently a Non-Executive 
Director of BlackRock Commodities Income 
Investment Trust plc, a trustee of the Rio Tinto 
Pension Fund and the HALO Trust, and Chairman 
of the J Sainsbury Pension Scheme.

1.

4.2.

5.3.

6.
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Directors’ remuneration report

This report has been approved by the Board and the Remuneration 
Committee and has been voluntarily prepared in accordance with 
Schedule 8 to the Large and Medium Sized Companies and 
Groups (Accounts and Reports) Regulations 2008 and with due 
account taken of the Combined Code on Corporate Governance. 
The report also provides the information required to be reported 
on Directors’ remuneration under AIM Rule 19. 

Remuneration Committee
Composition of the Committee
The members of the Committee, the majority of whom were 
independent, who served thoughout the year were:

– David McManus (Chairman)
– David Robins 
– Sean O’Connor

Michael Merton was appointed as a member of the Committee 
on 1 February 2011, and David Robins retired as a member of 
the Committee on 2 March 2011.

Tim Eggar was appointed as a member of the Committee on 
1 May 2011, and Sean O’Connor retired as a member of the 
Committee on 30 April 2011.

Role of the Committee
The key responsibilities of the Committee are to:

–  determine the broad policy and elements for the 
remuneration of the Executive Directors;

–  determine all individual elements of the remuneration of 
those Directors; and 

–  select and appoint any remuneration consultants who 
advise the Committee.

No Director takes part in any discussion directly concerning 
his own remuneration.

The full terms of reference of the Committee are available on 
the Company’s website at www.capeplc.com 

Advisers to the Committee
The Committee has appointed independent remuneration 
consultants, Hewitt New Bridge Street (a trading name of 
Aon Corporation) to advise on all aspects of senior executive 
remuneration. Hewitt New Bridge Street has no other 
connection with the Group other than in the provision of advice 
on executive and employee remuneration. Aon Corporation 
provides insurance brokering services to the Group.

The Committee also seeks advice where appropriate from 
the Group Human Resources Director to ensure that the 
remuneration packages of the Executive Directors take 
due account of pay and conditions in the Group as a whole.

Remuneration policy for Executive Directors
Remuneration policy is based on the following broad principles 
set by the Committee:

–  to provide a competitive remuneration package to 
attract and retain quality individuals;

–  to align remuneration to drive the overall objectives of 
the business; 

–  to align the interests of management with the interests 
of shareholders; and

–  to set the pay of the Executive Directors with due 
account taken of (i) pay and conditions throughout the 
Group and (ii) corporate governance best practice.

The objective of this policy is aligned with the recommendations 
of the Combined Code as they relate to Directors’ remuneration. 
That is to provide a level of remuneration to attract, retain and 
motivate Directors of the quality required to run the Company 
successfully, but avoid paying more than is necessary for this 
purpose. As explained below, a signifi cant proportion of 
Executive Directors’ remuneration is structured to link rewards 
to corporate and individual performance.

The Committee ensures that account is taken of environmental, 
social and governance (‘ESG’) risks when setting remuneration 
and is comfortable that remuneration packages do not raise 
any ESG risks by motivating irresponsible behaviour. The 
Committee also ensures that inappropriate operational/fi nancial 
risk-taking is neither encouraged nor rewarded through the 
Company’s remuneration policies and that, instead, a sensible 
balance is struck between fi xed and variable pay, short and 
long-term incentives and cash and equity.

As part of the process for the Company’s proposed move 
from AIM to the Offi cial List of the London Stock Exchange, 
the Company has undertaken a full review of its executive 
remuneration structures so as to ensure these structures 
take due account of market and best practice in addition 
to incentivising and rewarding the Executive Directors for 
achieving the Company’s strategic goals. These strategic 
goals are established with the intention of generating 
outstanding returns for shareholders.

When comparing remuneration levels with market practice, 
the Committee considered pay practices for similar roles 
in two comparator groups of companies, (i) a group of 
International Oil Equipment & Services companies and (ii) a 
group of International Goods and Services companies. Both 
groups comprised companies of a broadly comparable size.

The main output from this review was that certain changes 
should be made to the ongoing long-term incentive provision 
at the Company for which shareholder approval is to be sought, 
and further details of which can be found in the Notice relating 
to the General Meeting of the Company convened for 25 May 
2011 (GM), which has recently been mailed to shareholders.

Fixed versus variable remuneration 
In order to incentivise management whilst aligning their 
interests with those of the shareholders, a substantial 
proportion of the Executive Directors’ pay is performance 
related. The table below shows the balance between fi xed and 
performance related pay at target and maximum performance 
levels based on the elements of Cape’s remuneration package 
set out below (including the proposed changes to long-term 
incentive provision referred to above). Maximum performance 
assumes achievement of maximum bonus and full vesting of 
shares under the Performance Share Plan:

0% 20% 40% 60% 80% 100%

Basic salary Performance related bonus Long term incentive plan

Target

Maximum

Performance related versus fi xed remuneration
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Remuneration of Non-Executive Directors 
The fees of the Chairman and Non-Executive Directors are set by the Board. When setting these fees, due account is taken of fees 
paid to Non-Executive Directors of similar companies, the time commitment of each Director and any additional responsibilities 
undertaken, such as acting as Chairman to one of the Board Committees or as Senior Independent Director. For 2010 the basic 
fee for acting as a Non-Executive Director was £40,000 per annum. A supplementary fee of £5,000 per annum is paid for being a 
member of a committee and £10,000 per annum is paid for chairing either the Remuneration or Audit Committee. Tim Eggar, who 
was appointed Chairman on 1 May 2011, receives a fee of £150,000 per annum or he may elect to receive a fi xed proportion of the 
net value (after tax) of the fees in Ordinary shares at the prevailing market value with the balance paid in fees. Non-Executive 
Directors are not eligible to receive pension entitlements or bonuses and may not participate in long-term incentive schemes.

Elements of remuneration
The table below summarises the components of the Executive Directors’ remuneration.

 Objective Performance period Policy

Basic salary To position at a competitive  Annually Individual pay levels are determined
 level for similar roles within   by reference to the individual’s
 comparable markets  performance, experience in 
   post and potential

Performance related  To incentivise delivery 1 year Bonus payments are based on
bonus of performance objectives  the achievement of specifi ed 
   corporate and individual objectives

Pension To provide competitive benefi ts Ongoing The policy is to provide market
 in line with market practice  competitive retirement benefi ts or, 
 and to act as a retention  depending on individual circumstances, 
 mechanism and reward  to provide a cash alternative with 
 long service  which the executive may make his 
   own arrangements. Only basic 
   salary is pensionable 

Long Term Incentive  To drive performance, aid 3 years Awards are subject to stretching
Plan retention and align the   EPS growth targets
 interests of Executive 
 Directors with shareholders

Other benefi ts To provide competitive benefi ts  Ongoing Executive Directors receive a car
 in line with market practice  allowance, private medical insurance, 
   health insurance and life assurance

(i) Basic salary
The salary of individual Executive Directors is reviewed with effect from 1 January each year. Account is taken of the performance 
of the individual concerned, together with any change in responsibilities that may have occurred and the rates for similar roles 
within the appropriate comparator groups.

As of 1 January 2011, the following increases have been effected:

–  Chief Executive: £488,000 (increased by 4.9% from £465,000)
–  Chief Financial Offi cer: £325,000 (increased by 3.2% from £315,000).

These increases are believed to refl ect the calibre of the individuals and are in line with the salary increases awarded to high 
performing individuals across the Group as a whole.

(ii) Performance related bonus
The maximum potential bonus payable to Executive Directors in 2010 was capped at 125% of salary for the Chief Executive 
and 100% of salary for the Chief Financial Offi cer. Performance measures, all of which were equally weighted, were based on 
the achievement of Adjusted Earnings Per Share (EPS) targets, cash fl ow targets and personal objectives. 

The bonuses paid to Martin K May and Richard Bingham were 125% and 100% of salary respectively, refl ecting a year 
of outstanding corporate and individual performance.

Directors’ remuneration report
continued
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The use of the above targets is seen as supporting the delivery 
of the Company’s strategic goals. In light of this, it is intended 
that similar measures are used in 2011, with the same bonus 
opportunities also applying. However, should the proposed 
changes to long-term incentive provision be approved at the 
forthcoming GM, a clawback provision will be introduced into 
the annual bonus plan that will enable any excess bonus 
earned in respect of a misstatement of fi nancial results to be 
reclaimed by the Company at the Committee’s discretion. 
The ability to claw-back bonus will operate for two years 
following the payment of bonus in any year.

(iii) Long-term incentive arrangements
a) The Cape Performance Share Plan (PSP)
The Cape Performance Share Plan was approved by 
shareholders at the 2007 Annual General Meeting and currently 
operates as the Company’s sole type of executive long-term 
incentive arrangement (previously awards were made under an 
‘Employee Incentive Plan’ under which market value options 
were granted subject to earnings per share (EPS) based 
performance conditions, further details of which are set out 
below. Annual awards are made in the form of performance 
shares. Details of the PSP as historically operated are provided 
below. However, as stated above, certain changes are 
proposed to be made to long-term incentive provision, further 
details of which are set out in the Notice of GM. Should 
shareholders approve these changes, share ownership 
guidelines will be introduced that will require the Executive 
Directors to retain half the after tax number of vested shares 
from future long-term incentive awards until the following 
shareholding levels are achieved:

–  Chief Executive: 300% of salary; and
–  Chief Financial Offi cer: 100% of salary.

Maximum award
Executive Directors have previously been eligible to receive 
a conditional award of shares up to an equivalent of 100% 
of their annual basic salary (up to 200% of salary on an 
exceptional basis). 

The changes to be proposed at the forthcoming GM will 
increase the plan limit of 100% of salary to 175% of salary.

Performance conditions
The vesting of awards made to date has been subject to the 
achievement of a sliding scale of challenging EPS growth 
targets in excess of infl ation over a fi xed three-year period, 
calculated on an annually compounded basis, commencing 
with the fi nancial year in which the award is made. EPS has 
been seen as an appropriate measure as it is a key indicator 
of the Company’s underlying fi nancial performance and is an 
important driver in creating shareholder value. The targets 
applied to grants made in 2010 are as follows: 

Annual EPS growth   Percentage that vests

Less than RPI + 3%  0%
RPI + 3%  30%
RPI + 10%  100%
Between performance points  30%–100% pro rata

Details of the performance conditions to be applied to future 
awards are set out in the Notice of GM. Should the proposed 
changes to long-term incentive provision be approved at the 
forthcoming GM, the Remuneration Committee intends to 
introduce an appropriate claw-back provision.

The Committee will seek third party confi rmation of the extent 
to which the EPS growth targets are achieved.

Dilution
The rules of the Performance Share Plan provide that no more 
than 10% of the issued ordinary share capital of the Company, 
from time to time, should be issued under all share incentive 
schemes operated by the Group in any rolling ten year period. 
Currently, there is approximately 1.61% headroom available 
under this dilution limit.

(b) Employee Incentive Plan
The Company has operated an Employee Incentive Plan (EIP) 
which allowed the Group to grant options to Executive 
Directors and senior employees. The contractual life of the 
options was 10 years from the date of grant. The options 
became exercisable on the third anniversary from the date 
of grant, subject to growth in earnings per share over that 
period exceeding an average 3% compounded annually 
above the growth in the consumer price index over the same 
period. The Chief Executive was granted options under the EIP. 
All EIP options have now vested in full and can be exercised up 
to 10 years from the date of grant subject to continued 
employment.

(iv) Benefi ts 
It is Company policy to provide Executive Directors with a car 
allowance, private medical, health and income protection 
insurance and life assurance amounting to four times basic 
salary for the Chief Executive and three times basic salary for 
the Chief Financial Offi cer. 

(v) Pensions 
Under the terms of their service agreement, Executive 
Directors are either entitled to become members of one of 
the Group pension schemes or to receive payment of a fi xed 
percentage of salary. 

Martin K May (Chief Executive) receives a salary supplement in 
lieu of pension contributions amounting to 15% of basic salary. 
Richard Bingham (Chief Financial Offi cer) participates in the 
Company’s defi ned contribution plan and receives 15% of his 
basic salary.
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Directors’ service contracts, notice periods and termination payments
Executive Directors
The contract dates and notice periods for the Executive Directors are as follows:

      Notice period Notice period
Director     Contract date from the Company from the Director

Martin K May     1 July 2006 12 months 12 months
Richard Bingham     1 June 2008 12 months  12 months 

The service contracts of both Directors, which are rolling contracts, are subject to standard terms in the event of termination. For 
Martin K May, his contract contains a provision (exercisable at the option of the Company) to pay an amount on early termination 
of employment equal to one year’s salary. In the event of a change of control of the Company, Martin K May is entitled to a cash 
bonus (less income tax and national insurance) equal to the aggregate amount by which the value of a notional 500,000 Cape 
Ordinary Shares at the exit price exceeds £2.30 per Cape Ordinary Share. 

Executive Directors’ external appointments
Board approval is required before any external appointment can be accepted by an Executive Director. Whether the Executive 
Director is permitted to retain any fees paid for such services or whether such fees are remitted to the Company will be 
determined on a case by case basis. 

Non-Executive Directors
The Non-Executive Directors do not have service contracts with the Company but are appointed for an initial three-year term. 
Non-Executive Directors are typically expected to serve for two three-year terms, although their appointment can be terminated 
either by them or by the Company on one month’s written notice. The Chairman’s notice period is one month. The Company 
may invite a Non-Executive Director to serve for a further period after the expiry of two three-year terms subject to a particularly 
rigorous review of performance and taking into account the need for progressive refreshing of the Board. Under the Company’s 
Articles of Association, all Directors are required to stand for re-election by shareholders at least once every three years. The 
appointment dates of the Non-Executive Directors are:

Tim Eggar  1 May 2011, appointed Chairman
David McManus  3 November 2004
Michael Merton  10 January 2011
Sean O’Connor    1 April 2007, appointed Chairman from 11 June 2008, retired 30 April 2011
David Robins  1 September 2006, retired 2 March 2011

Directors’ emoluments

   Performance
   related   Total Total
  Salary/fees bonus  Benefi ts1 Pension 2010 2009
  £000 £000  £000  £000 £000  £000 

Executive Directors
Martin K May   465,000 581,250 35,391 69,750 1,151,391 997,750
Richard Bingham    315,000 315,000 16,582 47,250 693,832 689,348
Non-Executive Directors      
Sean O’Connor2  75,000 N/A N/A N/A 75,000 75,000 
David Robins3  60,000 N/A N/A N/A 60,000 60,000 
David McManus4  60,000 N/A N/A N/A 60,000 60,000 

1 Benefi ts in kind include a company car, private medical insurance, health and income protection insurance and life assurance
2 Sean O’Connor was also Chairman of the Board, Chairman of the Nomination Committee and a member of the Remuneration Committee throughout the year
3 David Robins was also Chairman of the Audit Committee and a member of the Remuneration and Nomination Committee throughout the year
4 David McManus is Chairman of the Remuneration Committee and a member of the Audit and Nomination Committees

Directors’ shareholdings
Directors’ interests and transactions in the Ordinary Shares of the Company
The benefi cial and non-benefi cial interests of the Directors in offi ce as at 31 December 2010 and at 16 May 2011 are shown below:

       At 31 December 2010
     As at  or on appointment
     16 May 2011  if later

Executive Directors
Martin K May      600,000  600,000
Richard Bingham     99,437  36,500
Non-Executive Directors
Sean O’Connor (retired 30 April 2011)     150,700  150,700
David Robins (retired 2 March 2011)     –  36,350
David McManus     35,000  35,000
Michael Merton (appointed 10 January 2011)    –  –
Tim Eggar (appointed 1 May 2011)     8,000  8,000

Directors’ remuneration report
continued



 33Cape plc Annual Report 2010

2
0
1
0
 o

p
e

ra
tio

n
s

G
ove

rna
nc

e
Fin

a
n

c
ia

l sta
te

m
e

n
ts

Performance Share Awards
Details of the awards made under the Employee Incentive Plan and Performance Share Plan are set out below. Details of the 
performance conditions that have applied to each award are shown on page 31. 

        Market Date
  At 31  During 2010  At 31  price at from which
 Grant December    December Option date of exercisable/ Expiry
Plan date 2009 Granted Exercised Lapsed 2010 price exercise awards vest date

 

Martin K May
EIP  7 July 400,000 – 400,000 – – 176p 305p* 7 July  N/A
 2006        2009
EIP  22 March  200,000 – – – 200,000 269p – 22 March 22 March
 2007         2010 2017
PSP 28 April  190,122 – – – 190,122 – – 28 April N/A
 2008         2011
PSP 30 April  703,835 – – – 703,835 – – 30 April N/A
 2009         2012
PSP 17 March  – 243,455 – – 243,455 – – 17 March N/A
 2010        2013
Richard Bingham
PSP 28 April  131,119 – – – 131,119 – – 28 April N/A
 2008         2011
PSP 30 April  357,593 – – – 357,593 – – 30 April N/A
 2009         2012
PSP 17 March  – 123,691 – – 123,691 – – 17 March N/A
 2010         2013

* Exercised on 10 September 2010

On 8 March 2011, Martin K May exercised options over 200,000 Ordinary Shares under the EIP at a price of 269 pence per 
Ordinary Share and, on 8 and 9 March 2011, sold these shares for personal reasons at an average price of 496.06 pence per 
Ordinary Share.

On 13 April 2011 awards were made under the Performance Share Plan to Martin K May and Richard Bingham over 273,718 
Ordinary Shares and 130,208 Ordinary Shares, respectively.

Awards made on 28 April 2008 under the Performance Share Plan to Martin K May and Richard Bingham over 190,122 and 
131,119 shares, respectively, vested on 28 April 2011, of which Martin K May has subsequently sold 190,122 shares, and Richard 
Bingham has sold 68,182 shares.

Total Shareholder Return performance
The following graph shows a comparison of Cape plc’s Total Shareholder Return against that achieved by the AIM 100 index. 
This index is seen as the most appropriate to represent the Company’s relative performance for these purposes ahead of the 
Company’s move to the Offi cial List of the London Stock Exchange. 

 

David McManus
Non-Executive Director and Chairman of the Remuneration Committee 
16 May 2011

This graph shows the value, by 31 December 2010, of £100 invested in Cape plc on 31 December 2005 compared with the value of £100 invested in the AIM 100 Index. 
The other points plotted are the values at intervening financial year-ends.

Total Shareholder Return 
Source: Datastream
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Compliance with Combined Code
Cape is committed to achieving high standards of business 
integrity, ethics and professionalism across its worldwide 
operations. 

As a company whose shares are traded on AIM, the Company 
is not required to comply with the full requirements of the 
Combined Code on Corporate Governance revised in June 
2008. However, the Board continues to implement policies and 
procedures designed to comply with the Combined Code as 
far as reasonably practicable and appropriate for a public 
company of its size and complexity.

The Board recognises it is accountable to the Company’s 
shareholders for good governance to facilitate effi cient and 
effective management in order to deliver shareholder value over 
the long term, with appropriately established risk parameters. 
The statements set out below describe how the principles 
identifi ed in the Combined Code are applied by the Group.

The role of the Board
The Board is responsible to shareholders for the overall 
management and performance of the Group. Its role includes 
the establishment, review and monitoring of the Company’s 
strategic objectives, budgets and commercial strategy, approval 
of major acquisitions, disposals and capital expenditure and 
overseeing the Group’s systems of internal control, governance 
and risk management. It also sets standards for monitoring 
environmental and health and safety performance.

A schedule of matters reserved for the Board’s decision details 
key aspects of the Company’s affairs that the Board does not 
delegate. The principal matters reserved to the Board include:

–  authorisation of signifi cant transactions;
–  dividend policy;
–  internal controls and risk management (via the 

Audit Committee);
–  remuneration policy (via the Remuneration Committee);
–  shareholder circulars and listing particulars;
–  matters relating to share capital and buy back of shares;
–  treasury policy and commitment to new material bank 

facility agreements, borrowings or bonds; and
–  appointment/removal of Directors and the 

Company Secretary.

Other matters are delegated to Board Committees, individual 
Directors or senior management where appropriate. In addition, 
the Board receives reports and recommendations from time to 
time on any matter which it considers signifi cant to the Group.

Board meetings
Throughout the year, the Board comprised an independent 
Non-Executive Chairman (Sean O’Connor), two Executive 
Directors (Martin K May, Chief Executive and Richard Bingham, 
Chief Financial Offi cer) and two independent Non-Executive 
Directors (David Robins and David McManus). The Board 
usually meets formally not less than eight times a year and, 
informally, on other occasions. Non-Executive Directors are 
also available throughout the year and are available to attend 
Board meetings on an ad hoc basis. 

Tim Eggar was appointed Non-Executive Chairman on 
1 May 2011 and Sean O’Connor retired as Non-Executive 
Chairman on 30 April 2011. Michael Merton was appointed 
as a Non-Executive Director on 10 January 2011 and David 
Robins retired as a Non-Executive Director on 2 March 2011.

Access to appropriate information
The Board is supplied with information in a form and quality to 
enable it to take informed decisions and to discharge its duties. 
Directors are provided with regular detailed briefi ngs on the 
Group’s business, fi nancial performance, the markets in which 
it operates, the overall economic and competitive environment 
and an analysis of the Group’s actual performance against 
budget and the previous year. All Directors are encouraged 
to challenge and make further enquiries of the Executive 
Directors or management, as they consider appropriate.

The Company Secretary, through the Chairman, is responsible 
for advising the Board on governance matters and for ensuring 
good information fl ows within the Board. All Directors have 
access to the advice and services of the Company Secretary, 
as well as access to external advice, if required, at the expense 
of the Group. An agreed procedure exists for Directors in the 
furtherance of their duties to take independent professional 
advice. No such external advice was sought by any Director 
during the year.

The minutes of the Audit, Remuneration and Nomination 
Committees are circulated to the Board. The Committee 
Chairmen also report to the Board on the outcome of 
Committee meetings at the subsequent Board meeting. 

Information and professional development
Newly appointed Directors are made aware of their 
responsibilities and are provided with a formal and tailored 
induction by the Company Secretary. This includes the 
information pack recommended by the Institute of Chartered 
Secretaries and Administrators, site visits and meetings with 
senior management including all Board members, the Group 
Safety Director, the Group Human Resources Director, Director 
of Audit (Internal), the Company’s auditors and Nominated 
Adviser (NOMAD).

Non-Executive Directors are encouraged to participate in site 
visits. In September 2010, the Board invited major shareholders, 
analysts and principal advisers to visit sites in Scotland, 
including Torness Nuclear Power Station, Govan Shipyard, 
Longannet Power Station and Fife Natural Gas and Liquids 
Plant. Presentations from key senior employees were also given 
in order for the Board, investors and advisers to gain a greater 
understanding of the Group’s activities.

Board balance and independence
The roles of the Chairman and Chief Executive are separated, 
with clear written guidance to support the division of 
responsibility.

The Chairman is primarily responsible for the leadership of the 
Board, ensuring that all Directors are able to play a full part in 
its activities. The Chairman is also responsible for ensuring 
all Board members are aware of the views of major investors, 
and for ensuring that the training requirements of each Director 
are met.

Corporate governance report
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The Chief Executive is responsible for all aspects of the 
operation and management of the Group and its business. 
His role includes developing, for Board approval, an appropriate 
business strategy and ensuring that the agreed strategy is 
implemented in a timely and effective manner. 

The Board currently consists of the Chairman, two Executive 
Directors and two Non-Executive Directors. The Board 
regards each of the two Non-Executive Directors as being 
fully independent, notwithstanding that David McManus served 
as Non-Executive Chairman between 10 July 2006 and 11 June 
2008. The Non-Executive Directors have no cross-directorships 
or other signifi cant links which could materially interfere with the 
exercise of their independent judgement. The Chairman was 
independent at the time of his appointment to that position. 
The Board is satisfi ed that no individual or group of Directors 
has unfettered powers of discretion and that an appropriate 
balance exists between the Executive and Non-Executive 
members of the Board. During the year, the former Chairman 
held meetings with the Non-Executive Directors without the 
Executive Directors being present.

All Directors are subject to election by the shareholders at the 
fi rst opportunity after their initial appointment to the Board 
and to re-election thereafter at intervals of not more than 
three years. Michael Merton was appointed to the Board on 
10 January 2011, and Tim Eggar was appointed as Chairman 
on 1 May 2011. 

David McManus is the Director retiring by rotation under 
Article 100.1. Tim Eggar, Michael Merton and David McManus 
are engaged under Letters of Appointment which are 
terminable on one month’s notice.

Further information concerning the re-election of Directors is 
set out on page 40.

Biographical details of the roles, backgrounds and other 
commitments of the Directors are shown in the Directors’ 
biographies on page 28.

Senior Independent Director
During the year, David Robins was Cape’s Senior Independent 
Director. The Senior Independent Director is available to 
shareholders to assist in resolving concerns which contact 
through the normal channels of Chairman, Chief Executive or 
Chief Financial Offi cer have failed to resolve, or for which such 
contact is inappropriate. The Senior Independent Director is 
also required to lead the discussion relating to assessing the 
effectiveness of the Chairman’s performance, and act as a 
sounding board to the other Non-Executive Directors. David 
Robins retired from the Board on 2 March 2011. David 
McManus was appointed as Senior Independent Director 
on 4 May 2011.

Confl icts of interest
The Chairman and Non-Executive Directors may serve on 
the boards of other companies provided they are able to 
demonstrate satisfactory time commitment to their role as a 
Director of Cape plc. Directors are required to declare their 
directorships or other appointments to companies which are 
not part of the Cape Group and which could give rise to 
confl icts or potential confl icts of interest, as well as other 
situations which could give rise to a potential confl ict of 

interest. During the year no occasion arose when a Director’s 
appointment or situation gave rise to a confl ict of interest. 
The Board is satisfi ed that, throughout the year, the former 
Chairman and Non-Executive Directors had the necessary time 
available to devote to the proper performance of their duties. 

Relations with shareholders
The Company values the views of all its shareholders and 
recognises their interests in the Company’s strategy and 
performance. The Chief Executive is responsible for preparing 
an investor relations programme. Analysts and the Company’s 
major shareholders are offered meetings with the Chairman, 
Chief Executive and Chief Financial Offi cer on a regular basis 
to develop their understanding of the Company and to enable 
them to raise any concerns or issues. The Chairman is 
responsible for ensuring that all Board members are aware of 
the views of major investors.

In September 2010, the Board invited major shareholders and 
analysts to visit the sites in Scotland on which Cape works. 
This provided an update on the business and a greater 
understanding of the Group’s activities, and also gave them 
the opportunity to meet management below executive level.

The Annual and Interim Reports are mailed to all shareholders. 
These reports, together with regular trading updates, signifi cant 
contract wins and health and safety achievements are 
published via the Regulatory Information Services and on 
the Company’s website at www.capeplc.com/investors. 

All shareholders are encouraged to attend the Company’s 
Annual General Meeting at which the Chairman and Chief 
Executive give an account of the progress of the business 
over the year and provide an opportunity for shareholders 
to ask any questions they may have. The Board attends this 
meeting and is available to answer questions from those 
shareholders present. 

Internal control 
The respective responsibilities of the Directors in connection with 
the Annual Report and Accounts are explained on page 39.

The Board is responsible for the Group’s system of internal 
control and for reviewing its effectiveness. This system is 
designed to reduce rather than eliminate the risk of failure to 
meet business objectives and can provide only reasonable and 
not absolute assurance against material misstatement or loss.

The Board confi rms that this system, which has been designed 
to comply with the 2005 Turnbull guidance, has been in place 
for the year under review and up to the date of approval of the 
Annual Report and fi nancial statements.

The key features of our system of internal control include:

1.  Strategic and business planning – the Group produces and 
agrees objectives and budgets each year, against which 
the performance of the business is regularly monitored. 

2.  Investment appraisal – major contracts and capital 
purchases are reviewed in advance by senior management 
and, when appropriate, approved by the Board.
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3.  Financial monitoring – profi tability, cash fl ow and capital 
expenditure are closely monitored and key fi nancial 
information is reported to the Board on a monthly basis, 
including explanations of variances between actual and 
budgeted performance.

4.  Systems of control procedures and delegated authorities 
– there are clearly defi ned approval limits for key business 
decisions – acquisitions, disposals, contract approvals, large 
transactions, capital purchases and operating expenditures.

In addition, the integrity of the fi nancial reporting and 
consolidation processes and the completeness and accuracy 
of fi nancial information are subject to review by Executive 
Management, the Audit Committee and the Board.

Risk management process
An awareness of operational and fi nancial risk is embedded 
throughout the organisation. The principal tools used to 
assess and manage risk are:

–  Risk registers – every six months a formal reappraisal of 
business risk takes place in both the regions and the centre 
to identify, evaluate and record signifi cant business risks 
faced by the Group. Each risk in the registers is rated in 
terms of probability of occurrence and potential impact 
on the business. Where possible, management identifi es 
mitigating controls, their likely effectiveness and risk 
ownership. Material changes to the risk registers are 
reported to the Audit Committee on a regular basis. 

–  Risk appraisal – when major business decisions are 
taken the related risks are assessed in advance. When 
risks change or materialise, senior management and the 
Board are alerted to ensure that the Company’s response 
is both prompt and appropriate. 

–  Internal audit – the internal audit team is responsible for 
reviewing and testing key business processes and controls, 
including following up the implementation of management 
plans and actions and reporting any overdue actions to the 
Audit Committee. The Director of Internal Audit reports to 
the Chairman of the Audit Committee. The internal audit 
function operates a risk-based audit approach. The Audit 
Committee reviews the effectiveness of internal audit 
activities including the scope of work, authority and 
resources of the internal audit function.

–  Key controls – Regional Financial Controllers certify monthly 
that within their business, defi ned key fi nancial controls and 
other laid down procedures are operating effectively. 

–  Whistleblowing – a confi dential whistleblowing procedure 
has been introduced through which employees may raise 
concerns about possible improprieties in operational or 
fi nancial conduct.

Our approach to internal controls and risk management is 
supported by an oversight structure, which includes both 
the Audit Committee and the Board. 

Corporate governance report
continued

Attendance at meetings – 2010

 Board  Audit  Remuneration  Nomination
 No. of  No.  No. of No.  No. of No.  No. of No. 
 meetings attended meetings attended meetings attended meetings attended

Sean O’Connor 8 8 3* 3* 6 6 2 2
Martin K May 8 8 3* 3* – – – –
Richard Bingham 8 8 3* 3* – – – –
David Robins 8 8 3 3 6 6 2 2
David McManus 8 8 3 3 6 6 2 2

* By invitation only.

Board committees
The Board delegates certain powers to designated 
committees. Information on the work of the Remuneration, 
Audit and Nomination Committees is set out below. 

The terms of reference for the principal Board committees 
can be obtained by contacting the Company Secretary at 
the Company’s registered offi ce address or viewed on the 
Company’s website at www.capeplc.com.

Audit Committee
During the year under review, the Audit Committee comprised 
David Robins (Chairman) and David McManus. David Robins 
retired as Chairman and a member of the Committee on 
28 February 2011. Michael Merton was appointed as a member 
of the Committee on 1 February 2011, and Chairman of the 
Committee on 28 February 2011. 

The remit of the Audit Committee is set out in its Terms of 
Reference and includes responsibility for internal control and 
risk management, fi nancial reporting, internal audit and external 
audit including auditor independence. The Committee met 
three times during the year. At the invitation of the Committee, 
other Group Board Directors, the Company Secretary, 
Group Financial Controller, Director of Internal Audit and the 
Company’s external auditors PricewaterhouseCoopers LLP 
(PwC) were invited to attend meetings. The Committee also 
met separately with the external and internal auditors.
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The Committee undertook the following activities during the 
year as part of its normal duties:

–  reviewed the interim and annual results and considered any 
matters raised by management and the external auditors;

–  reviewed and approved the audit plans for the external 
and internal auditors;

–  monitored the scope, effectiveness, independence and 
objectivity of the external audit;

–  discussed the results of internal audit reviews, signifi cant 
fi ndings and management action plans; and 

–  reviewed reports on the Group’s risk management 
measures and actions.

The Company has a policy in place to monitor and maintain 
the objectivity and independence of the external auditors. 
The policy requires prior approval of the Audit Committee for 
non-audit work above a threshold level of £50,000. In addition 
to the audit related services, PwC provided the following 
services during the year:

–  tax compliance and advisory services; and
–  support of the Company’s application to be admitted 

to the full list of the London Stock Exchange.

Details of the amounts paid to PwC are set out in note 8 to the 
fi nancial statements. The external auditors have confi rmed to 
the Committee that they remain independent and maintain 
internal safeguards to ensure their objectivity.

Remuneration Committee
The Remuneration Committee determines the remuneration 
and conditions of employment of the Executive Directors 
and the work of that Committee is described in detail in the 
Directors’ remuneration report set out on pages 29 to 33. 

Nomination Committee
During the year under review, the Committee comprised 
Sean O’Connor (Chairman), David McManus and David 
Robins. Martin K May was appointed as a member of the 
Committee on 24 November 2010. David Robins retired 
as a member of the Committee on 2 March 2011. Michael 
Merton was appointed as a member of the Committee on 
1 February 2011. Tim Eggar was appointed as Chairman and 
a member of the Committee on 1 May 2011. Sean O’Connor 
retired as Chairman and a member of the Committee on 
30 April 2011.

The Committee is responsible for monitoring and formally 
reviewing the performance, composition, balance and expertise 
of the Board as a whole and appraising the contribution of 
individual Directors, including a review of their time commitment 
and attendance records. The Committee concluded that all 
the Non-Executive Directors demonstrate a high level of time 
commitment and effectiveness during the year under review. 
Where a Non-Executive Director has served on the Board for 
more than six years, the Committee conducts a particularly 
rigorous review of his performance before recommending his 
reappointment to the Board. 

During the year, the Committee was involved in the succession 
planning of the Board and in particular with the search for a 
new Non-Executive Chairman and Non-Executive Director. 

With the support of specialist recruitment consultants, 
Committee members were involved in the assessment and 
interview of potential candidates for the positions of both a 
new Non-Executive Director and new Non-Executive Chairman. 
This process identifi ed Michael Merton, who the Committee 
recommended for appointment to the Board as a Non-
Executive Director with effect 10 January 2011. The Committee 
has since recommended Michael Merton to be appointed 
as a member of the Audit, Remuneration and Nomination 
Committees with effect 1 February 2011 and also as Chairman 
of the Audit Committee with effect 28 February 2011. 

In addition, on 2 March 2011, the Company announced that 
Tim Eggar would take up the appointment as Non-Executive 
Chairman of the Board with effect from 1 May 2011, in place 
of Sean O’Connor who would step down from the Board at 
that time. Following a recommendation from the Committee, 
the Board appointed Tim Eggar as a member of the 
Remuneration Committee and as Chairman and a member of 
the Nomination Committee, with effect 1 May 2011.

Biographies of all of the Directors can be found on page 28 or 
the Company’s website www.capeplc.com. 

The Committee’s written terms of reference are available on 
the Company’s website www.capeplc.com.
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The Directors have pleasure in submitting their report and 
audited fi nancial statements of the Group and the Company 
for the year ended 31 December 2010.

Principal activities
Cape plc is a holding company. The principal activities of its 
subsidiary undertakings (‘subsidiaries’) during the year were the 
provision of essential non-mechanical fabric maintenance and 
construction support services. The range of services included 
access systems, insulation, refractory, painting, coatings, 
blasting, industrial cleaning, training and assessment.

Business review and future developments
The Directors present a Business Review as required by 
section 417 of the Companies Act 2006. This comprises: 

–  the Chairman’s statement on pages 2 and 3 of the 
Annual Report;

–  the Chief Executive’s review on pages 4 and 5 
of the Annual Report;

–  the Operating and fi nancial review on pages 10 to 21 
of the Annual Report;

–  the fi ve-year fi nancial summary and key performance 
indicators on page 91 of the Annual Report; and

–  the discussion of the risks and uncertainties facing the 
Group set out on pages 26 and 27 of the Annual Report.

Share listing
During the year, the Company’s Ordinary Shares were traded 
on AIM, a market operated by the London Stock Exchange. The 
Company also has in issue one plc Scheme Share. The rights 
and obligations attached to each share class are listed below:

Ordinary shares of 25p (‘Ordinary Shares’)
Following approval by shareholders on 13 April 2011 of the 
repurchase and cancellation of the outstanding 250,000 
Preference shares of £1, the Company’s Ordinary Shares 
represent approximately 100% of its total issued share capital. 
At a meeting of the Company every member present in person 
or by proxy shall, have one vote for every Ordinary Share of 
which they are the holder. Holders of Ordinary Shares are 
entitled to receive dividends. On a winding-up or other return 
of capital, holders are entitled to share in any surplus assets 
pro rata to the amount paid up on their Ordinary Shares. The 
Ordinary Shares are not redeemable at the option of either the 
Company or the holder. There are no restrictions on the transfer 
of Ordinary Shares.

plc Scheme share of £1 (‘Scheme Share’)
The Company has only one Scheme Share in issue. The Scheme 
Share carries two votes for every vote which the holders of the 
other classes of shares in issue are entitled to exercise on any 
resolution proposed during the life of the Scheme to engage 
in certain activities specifi ed in the Company’s Articles of 
Association. The Scheme Share is held on behalf of the 
Scheme creditors. The Company will not be permitted to 
engage in certain activities specifi ed in the Company’s Articles 
of Association without the prior consent of the holder of the 
Scheme Share. The rights attaching to the Scheme Share are 
designed to ensure that Scheme assets are only used to settle 
Scheme claims and ancillary costs. The Scheme Share does not 
confer any right to receive a distribution or any right to receive a 
return of surplus capital. The Scheme Share holder has the right 
to require the Company to redeem the Scheme Share at par 
value on or at any time after the termination of the Scheme.

Treasury shares
The Company currently holds no Ordinary Shares in treasury.

Principal subsidiaries and branches
Details of the Company’s principal subsidiaries are listed on 
page 90. The Group also has branches located in Azerbaijan, 
Kazakhstan, New Caledonia, Ireland, Trinidad, Tunisia and 
Turkmenistan.

Dividends
On 10 October 2010 Cape paid its fi rst dividend in 10 years with 
an interim distribution of 4 pence per share (2009: nil pence). 

The Board is recommending a Final Dividend of 8 pence per 
Ordinary Share (2009: nil) to give a total dividend of 12 pence 
in respect of the year ended 31 December 2010 (2009: nil) 
refl ecting our continued confi dence in the longer term 
prospects for the Group. Subject to approval by shareholders 
at a General Meeting of the Company convened for 25 May 
2011, the Final Dividend of 8 pence per Ordinary Share will be 
paid on 3 June 2011 to shareholders on the register at the 
record date of 13 May 2011. 

Property, plant and equipment
Details of the movements in property, plant and equipment are 
given in note 14 to the Group fi nancial statements on page 62.

Charitable and political donations
During the year the Group made charitable donations of 
£20,521 (2009: £17,906) towards various local and national 
causes. There were no political donations (2009: £nil).

Directors’ report
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Directors’ indemnities
As permitted by the Companies Act 2006, the Company 
has indemnifi ed the Directors and offi cers in respect of 
proceedings which may be brought by third parties and such 
indemnifi cation was in place throughout the year. Neither the 
Company’s indemnity nor insurance provides cover in the 
event that a Director or offi cer is proved to have acted 
fraudulently or dishonestly.

A qualifying indemnity provision has also been made by the 
Company and was in force throughout the fi nancial year for 
the benefi t of the directors of the Company’s subsidiaries.

Supplier payment policy
The supplier payment policy for Group companies is to agree 
terms and conditions for business transactions with suppliers. 
Suppliers are made aware of the Group’s terms of payment. 
Payment is then made subject to these terms and conditions 
being met. The Company did not have any amounts owed to 
trade creditors at the end of the year (2009: nil). The Group 
had £37.0 million of trade payables at the end of the year 
(2009: £30.0 million) which represented 55 payable days 
(2009: 43).

Treasury policy
The Group’s policy on treasury and fi nancial risk (see note 23) 
is set by the Board and is subject to regular reporting and 
review. The main risks faced by the Group relate to foreign 
currency risk and liquidity risk.

A signifi cant proportion of the Group’s business is conducted 
overseas. The Group is therefore subject to exchange rate 
risk when translating the results and assets of its overseas 
subsidiaries into GBP. Where signifi cant transactional exchange 
rate risks are identifi ed, then appropriate currency contracts are 
used to hedge these transactions.

The Group’s committed facilities all carry interest rates based 
on LIBOR and therefore the Group is exposed to interest rate 
movements. As at 31 December 2010, 59.6% of the Group 
borrowings were hedged (2009: 56%).

Statement of Directors’ responsibilities
The Directors are responsible for preparing the Annual Report 
and the Group and Parent Company fi nancial statements in 
accordance with applicable law and regulations.

Company law requires the Directors to prepare fi nancial 
statements for each fi nancial year. Under that law the Directors 
have prepared the Group fi nancial statements in accordance 
with International Financial Reporting Standards (IFRSs) as 
adopted by the European Union, and the Parent Company 
fi nancial statements in accordance with applicable law and 
United Kingdom Accounting Standards (United Kingdom 
Generally Accepted Accounting Practice). The Group and 
Parent Company fi nancial statements are required by law 
to give a true and fair view of the state of affairs of the 
Company and the Group and of the profi t or loss of the 
Group for that period.

In preparing those fi nancial statements, the Directors are 
required to:

–  select suitable accounting policies and then apply 
them consistently;

–  make judgements and estimates that are reasonable 
and prudent;

–  state that the Group fi nancial statements comply with 
IFRSs as adopted by the European Union, and with regard 
to the Parent Company fi nancial statements that applicable 
UK Accounting Standards have been followed, subject to 
any material departures disclosed and explained in the 
fi nancial statements; and

–  prepare the Group and Parent Company fi nancial 
statements on the going concern basis unless it is 
inappropriate to presume that the Group will continue 
in business, in which case there should be supporting 
assumptions or qualifi cations as necessary. 

The Directors confi rm that they have complied with the above 
requirements in preparing the fi nancial statements.

The Directors are responsible for keeping proper accounting 
records that disclose with reasonable accuracy at any time the 
fi nancial position of the Company and the Group and to enable 
them to ensure that the Group and Parent Company fi nancial 
statements comply with the Companies Act 2006 and, as 
regards the Group fi nancial statements, Article 4 of the IAS 
Regulation. They are also responsible for safeguarding the 
assets of the Company and the Group 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 Company’s website. Legislation in the United Kingdom 
governing the preparation and dissemination of fi nancial 
statements may differ from legislation in other jurisdictions. 

Each of the current Directors, whose names and functions are 
listed on page 29, confi rms that, to the best of his knowledge:

–  the Group fi nancial statements, which have been prepared 
in accordance with IFRSs as adopted by the EU, give a true 
and fair view of the assets, liabilities, fi nancial position and 
profi t of the Group; and

–  the Directors’ report includes a fair review of the 
development and performance of the business and the 
position of the Group, together with a description of the 
risks and uncertainties that it faces, set out in the risks and 
uncertainties review on pages 26 and 27.

The Directors are responsible for the maintenance and integrity 
of the Group website www.capeplc.com. Legislation in the 
UK governing the preparation and dissemination of fi nancial 
statements may differ from legislation in other jurisdictions.
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Statement of disclosure of information to auditors
So far as each Director is aware, there is no relevant audit 
information of which the Company’s auditors are unaware. 
Relevant information is defi ned as information needed by the 
Company’s auditors in connection with preparing their report. 
Each Director has taken all the steps (such as making enquiries 
of other Directors and the auditors and any other steps required 
by the Director’s duty to exercise due care, skill and diligence) 
that he ought to have taken in his duty as a Director in order 
to make himself aware of any relevant audit information and 
to establish that the Company’s auditors are aware of 
that information.

Substantial holdings
The Directors have been advised that as at 19 April 2011 the 
following have interests of 3% or more in the issued ordinary 
share capital of the Company:

Institution No. of shares % holding

M&G Investment 
Management 15,225,976 12.91
BlackRock 10,958,772 9.29
Deutsche Bank as principal 7,831,797 6.64
Four Capital Partners 4,780,397 4.05
JPMorgan 
Asset Management 4,613,870 3.91 
Slater Investments 4,579,217 3.88
Acadian Asset Management 3,570,232 3.03 

The Company has not received notifi cation of any other 
interests held by persons acting together which at 19 April 2011 
represented 3% or more of the issued ordinary share capital.

Purchase of own shares
At the Annual General Meeting held on 20 May 2010, 
shareholders approved a resolution to authorise the Company 
generally and unconditionally to make one or more market 
purchases of the issued Ordinary Shares of the Company 
up to a maximum aggregate nominal value of £2,900,921 
(representing 10% of the Company’s then issued ordinary 
share capital). No shares were purchased under this authority 
during the year.

General Meeting
The Company has recently mailed to shareholders a Circular 
containing inter alia details of a proposed Scheme of 
Arrangement (the “Scheme”) to establish a new Jersey 
incorporated holding company of the Cape Group and related 
matters (the “Proposals”) and convening a General Meeting to 
approve the Proposals (“GM”). 
 
In addition, at the GM, shareholders will be asked to approve 
the Final Dividend for the year ended 31 December 2010, and 
changes to long-term incentive arrangements including the 
introduction of a revised Performance Share Plan. Copies of 
the Circular may be obtained from the Company’s registered 
offi ce at 9 The Square, Stockley Park, Uxbridge, Middlesex 
UB11 1FW, and are available on the Cape Group’s website 
at www.capeplc.com.
 
Subject to approval of the Proposals, and to the Scheme 
becoming effective, it is intended that the new holding company 
will hold its fi rst annual general meeting in September 2011, and 
details will be sent to shareholders in due course. At that annual 
general meeting it is intended that resolutions will be proposed 
inter alia to re-elect Tim Eggar, Martin K May, Richard Bingham, 
David McManus and Michael Merton as Directors of the new 
holding company, and to reappoint the auditors.
 
The proposed new holding company has also published 
a Prospectus in connection with its planned introduction 
to the Premium Listing Segment of the Offi cial List of the 
Financial Services Authority and to trading on the London 
Stock Exchange’s main market, copies of which are available 
on the Cape Group’s website at www.capeplc.com.

Independent auditors
The auditors, PricewaterhouseCoopers LLP, have indicated 
their willingness to continue in offi ce.

By order of the Board

Jeremy Gorman
Company Secretary
Cape plc
9 The Square
Stockley Park
Uxbridge
UB11 1FW
16 May 2011

Directors’ report
continued
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Independent auditors’ report 
to the members of Cape plc

We have audited the group and parent company fi nancial 
statements (the ‘‘fi nancial statements’’) of Cape plc for 
the year ended 31 December 2010 which comprise the 
Consolidated income statement, the Consolidated statement 
of comprehensive income, Consolidated balance sheet, the 
Parent Company balance sheet, the Consolidated statement 
of changes in equity, the Consolidated statement of cash fl ows, 
and the related notes. The fi nancial reporting framework that 
has been applied in the preparation of the Group fi nancial 
statements is applicable law and International Financial 
Reporting Standards (IFRSs) as adopted by the European 
Union. The fi nancial reporting framework that has been applied 
in the preparation of the parent company fi nancial statements 
is applicable law and United Kingdom Accounting Standards 
(United Kingdom Generally Accepted Accounting Practice).

Respective responsibilities of Directors and auditors
As explained more fully in the Directors’ Responsibilities 
Statement set out on page 39, the Directors are responsible 
for the preparation of the fi nancial statements and for being 
satisfi ed that they give a true and fair view. Our responsibility 
is to audit and express an opinion on the fi nancial 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.

This report, including the opinions, has been prepared for 
and only for the Company’s members as a body in accordance 
with Chapter 3 of Part 16 of the Companies Act 2006 and for 
no other purpose. We do not, in giving these opinions, accept 
or assume responsibility for any other purpose or to any other 
person to whom this report is shown or into whose hands it 
may come save where expressly agreed by our prior consent 
in writing.

Scope of the audit of the fi nancial statements
An audit involves obtaining evidence about the amounts 
and disclosures in the fi nancial statements suffi cient to give 
reasonable assurance that the fi nancial 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 Group’s and parent company’s 
circumstances and have been consistently applied and 
adequately disclosed; the reasonableness of signifi cant 
accounting estimates made by the Directors; and the overall 
presentation of the fi nancial statements.

Opinion
In our opinion:

–  the fi nancial statements give a true and fair view of the 
state of the Group’s and of the Parent Company’s affairs 
as at 31 December 2010 and of the Group’s profi t and 
cash fl ows for the year then ended;

–  the Group fi nancial statements have been properly 
prepared in accordance with IFRSs as adopted by the 
European Union;

–  the parent fi nancial statements have been properly 
prepared in accordance with United Kingdom Generally 
Accepted Accounting Practice; and

–  the fi nancial statements have been prepared in accordance 
with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the 
Companies Act 2006
In our opinion the information given in the Directors’ Report 
for the fi nancial year for which the fi nancial statements are 
prepared is consistent with the fi nancial 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 by the 
parent company, or returns adequate for our audit have 
not been received from branches not visited by us; or 

–  the parent company fi nancial statements are not in 
agreement with the accounting records and returns; or 

–  certain disclosures of Directors’ remuneration specifi ed 
by law are not made; or 

–  we have not received all the information and explanations 
we require for our audit.

Stephen Wootten (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Uxbridge
16 May 2011
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Consolidated income statement
for the year ended 31 December 2010

      2010 2009
     Notes £m £m

Continuing operations       
Revenue     3 650.1 655.1
       
Operating profi t before other items      78.2 70.6
Amortisation of intangible assets      (2.6) (2.9)
Industrial disease costs      (0.4) (74.2)
Operating profi t/(loss)     4 75.2 (6.5)
       
Share of (losses)/profi ts from joint ventures    15 (0.1) 1.6
Total operating profi t/(loss)      75.1 (4.9)
       
Finance income(a)     9 1.1 1.6
Finance cost(b)     9 (13.1) (12.3)
Profi t/(loss) before tax      63.1 (15.6)
       
Income tax (expense)/credit     10 (10.8) 14.1
Profi t/(loss) from continuing operations     52.3 (1.5)
       
Discontinued operations       
Profi t from discontinued operations     11 0.3 –
       
Profi t/(loss) for the year      52.6 (1.5) 
       
Attributable to:       
Owners of Cape plc      49.5 (4.1)
Non-controlling interest      3.1 2.6
      52.6 (1.5)
       
Earnings/(loss) per share for profi t attributable to the owners of Cape plc    
       
From continuing and discontinued operations      
– Basic     12 42.6p (3.5)p
– Diluted     12 41.0p (3.4)p
       
From continuing operations       
– Basic     12 42.3p (3.5)p
– Diluted     12 40.7p (3.4)p

(a) Includes £1.0 million (2009: £0.8 million) of Scheme interest (note 9).
(b) Includes £4.0 million (2009: £nil) unwind of discount in respect of IDC provision (note 9).

The Group has taken the exemption under Section 408 of the Companies Act 2006 from publishing the Parent Company’s Income 
Statement. The profi t for the parent company for the year was £50.4 million per parent company note 2 (2009: £10.0 million loss).

The notes and information on pages 47 to 90 form part of these accounts.
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Consolidated statement of comprehensive income
for the year ended 31 December 2010

      2010 2009
     Notes £m £m

Profi t/(loss) for the year      52.6 (1.5)
Other comprehensive income:   
Currency translation differences      50.7 17.9
Actuarial gain recognised in the pension scheme    16 1.7 0.2
Movement in restriction of retirement benefi t asset in accordance with IAS 19  16 (2.5) (0.7)
Cash fl ow hedges – fair value gains      0.3 2.1
Net investment hedges – fair value (losses)/gains     (0.6) 2.3
Deferred tax movements      0.9 (1.2)
Other comprehensive income for the year, net of tax     50.5 20.6
Total comprehensive income      103.1 19.1
   
Attributable to:   
Owners of Cape plc      100.2 16.6
Non-controlling interest      2.9 2.5
      103.1 19.1
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Consolidated balance sheet
at 31 December 2010

       Restated(d)

      2010 2009
     Notes £m £m

Non-current assets   
Intangible assets     13 241.5 210.5
Property, plant and equipment     14 154.3 142.9
Investments accounted for using equity method    15 0.1 0.1
Retirement benefi t asset     16 0.1 0.1
Deferred income tax asset     17 43.2 35.7
      439.2 389.3
   
Current assets   
Inventories     18 8.8 17.3
Trade and other receivables     19 170.1 156.0
Cash – IDC(c) Scheme funds (restricted)     20 31.6 33.8
Cash and cash equivalents(d)     21 95.8 66.7
      306.3 273.8
   
Liabilities   
Current liabilities   
Borrowings(d)     22 (34.4) (45.4)
Derivative fi nancial instruments     23 (4.1) (4.4)
Trade and other payables     24 (100.3) (95.7)
Current income tax liabilities     25 (13.1) (11.3)
      (151.9) (156.8)
Net current assets      154.4 117.0
   
Non-current liabilities   
Borrowings     22 (114.3) (134.9)
Retirement benefi t obligations     16 (6.7) (5.6)
Deferred tax liabilities     17 (16.8) (12.5)
IDC(c) provision     26 (81.7) (80.2)
Other provisions     26 (5.3) (5.4)
      (224.8) (238.6)
Net assets      368.8 267.7
   
Equity attributable to owners of Cape plc   
Share capital     28 29.2 33.3
Share premium account      10.8 9.2
Special reserve      1.0 1.0
Other reserves      (3.0) (3.6)
Translation reserve       115.1 64.2
Retained earnings      211.1 160.6
Total equity attributable to owners of Cape plc     364.2 264.7
Non-controlling interest      4.6 3.0
Total equity      368.8 267.7

(c) IDC refers to the Industrial Disease Claims which are funded using the Scheme cash (note 34).
(d)  Cash and current borrowings have been restated in 2009 for the reclassifi cation of a short-term loan facility to current borrowings (£13.4 million) which was netted against cash 

balance in the prior year, please refer to note 1.4 for further detail.

Approved by the Board of Directors on 16 May 2011.

Martin K May Chief Executive
Richard Bingham Chief Financial Offi cer

The notes and information on pages 47 to 90 form part of these accounts.

Cape plc registered number 40203
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Consolidated statement of changes in equity
at 31 December 2010

   Share capital       
    & share      Non- 
   premium Special Retained Translation Other  controlling 
   account Reserve* earnings reserve reserves** Total interest Total
   £m £m £m £m £m £m £m £m

At 1 January 2009 41.5 1.0 163.6 46.2 (6.8) 245.5 0.7 246.2
Comprehensive income:        
(Loss)/profi t for the year – – (4.1) – – (4.1) 2.6 (1.5)
Other comprehensive income:        
Currency translation differences – – – 18.0 – 18.0 (0.1) 17.9
Cash fl ow hedges – fair value gains in year – – – – 2.1 2.1 – 2.1
Net investment hedges – fair value gains in year – – – – 2.3 2.3 – 2.3
Deferred tax on hedges – – – – (1.2) (1.2) – (1.2)
Actuarial gain recognised in the pension scheme – – 0.2 – – 0.2 – 0.2
Movement in restriction of retirement benefi t asset 
in accordance with IAS 19 – – (0.7) – – (0.7) – (0.7)
Total comprehensive (expense)/income for the 
year ended 31 December 2009 – – (4.6) 18.0 3.2 16.6 2.5 19.1
Transactions with owners:        
Reduction in non-controlling interest – – – – – – (0.2) (0.2)
Share options        
– proceeds from shares issued 1.0 – – – – 1.0 – 1.0
– value of employee services – – 1.6 – – 1.6 – 1.6
   1.0 – 1.6 – – 2.6 (0.2) 2.4
At 31 December 2009 42.5 1.0 160.6 64.2 (3.6) 264.7 3.0 267.7
        
At 1 January 2010 42.5 1.0 160.6 64.2 (3.6) 264.7 3.0 267.7
Comprehensive income:        
Profi t for the year – – 49.5 – – 49.5 3.1 52.6
Other comprehensive income:        
Currency translation differences – – – 50.9 – 50.9 (0.2) 50.7
Cash fl ow hedges – fair value gains in year – – – – 0.3 0.3 – 0.3
Net investment hedges – fair value losses in year – – – – (0.6) (0.6) – (0.6)
Deferred tax on hedges/options – – – – 0.9 0.9 – 0.9
Actuarial gain recognised in the pension scheme – – 1.7 – – 1.7 – 1.7
Movement in restriction of retirement benefi t asset 
in accordance with IAS 19 – – (2.5) – – (2.5) – (2.5)
Total comprehensive income for the 
year ended 31 December 2010 – – 48.7 50.9 0.6 100.2 2.9 103.1
Transactions with owners:        
Cancellation of deferred shares  (4.3) – 4.3 – – – – –
Dividends  – – (4.7) – – (4.7) – (4.7)
Dividend paid to non-controlling interest – – – – – – (1.3) (1.3)
Share options        
– proceeds from shares issued 1.8 – – – – 1.8 – 1.8
– value of employee services – – 2.2 – – 2.2 – 2.2
   (2.5) – 1.8 – – (0.7) (1.3) (2.0)
At 31 December 2010 40.0 1.0 211.1 115.1 (3.0) 364.2 4.6 368.8

*  The Special Reserve was created in 2007 by court order upon cancellation of the share premium and retained earnings. The Special Reserve is undistributable and restrictions exist 
over its use.

** Other reserves relates to hedging reserves held in respect of cash fl ow and net investment hedges.
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Consolidated statement of cash fl ows
for the year ended 31 December 2010

       Restated(d)

      2010 2009
     Notes £m £m

Cash fl ows from operating activities   
Cash generated from operations     30 98.5 84.4
Interest received      0.1 1.2
Interest received on restricted funds      – (0.5)
Total interest received      0.1 0.7
Interest paid      (8.3) (11.4)
Tax paid      (11.5) (7.6)
Net cash generated from operating activities     78.8 66.1
   
Cash fl ows from investing activities   
Proceeds from sale of property, plant and equipment    30 0.3 1.1
Purchase of property, plant and equipment     (11.9) (10.0)
Purchase of intangible assets      – (0.3)
Net cash used in investing activities      (11.6) (9.2)
   
Cash fl ows from fi nancing activities   
Net proceeds from issue of ordinary shares     1.8 1.0
Additional drawing on revolving facility      3.6 –
Finance lease principal payments      (6.1) (9.0)
Dividends paid to Company shareholders      (4.7) –
Repayment of borrowings(d)     31 (34.3) (20.4)
Settlement of loan notes     32 – (3.7)
Dividend paid to non-controlling interest      (1.3) (0.2)
Net cash used in fi nancing activities      (41.0) (32.3)
   
Exchange gains/(losses) on cash, cash equivalents and bank overdrafts   3.3 (2.2)
   
Net increase in cash, cash equivalents and bank overdrafts    29.5 22.4
Cash, cash equivalents and bank overdrafts at beginning of year(d)    66.3 43.9
Cash, cash equivalents and bank overdrafts at end of year(d)   21 95.8 66.3
   
   
Reconciliation of net cash fl ow to movement in net debt (excluding IDC Scheme funds)(e)   
Net increase in cash and cash equivalents     29.5 22.4
Repayment of borrowings(d)     31 34.3 20.4
Settlement of loan notes     32 – 3.7
Movement in obligations under fi nance leases     5.5 7.4
Additional drawing on revolving facility      (3.6) –
Other movements in net debt during the year     (5.0) (2.0)
Movements in net debt during the year      60.7 51.9
Net debt (excluding IDC Scheme funds)(e) – opening     (113.6) (165.5)
Net debt (excluding IDC Scheme funds)(e) – closing     (52.9) (113.6)

(d)  Cash and current borrowings have been restated for the reclassifi cation of a short-term loan facility to current borrowings (£13.4 million) which was netted against cash balance 
in the prior year, please refer to note 1.4 for further detail.

(e) Net debt (excluding IDC Scheme funds) is calculated by deducting current and non-current borrowings from cash and cash equivalents.

 The notes and information on pages 47 to 90 form part of these accounts.
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Notes to the fi nancial statements

1. Summary of signifi cant accounting policies 
The principal accounting policies applied in the preparation 
of these consolidated fi nancial statements are set out below. 
These policies have been consistently applied to all the years 
presented, unless otherwise stated.

1.1. Basis of preparation
The consolidated fi nancial statements have been prepared in 
accordance with International Financial Reporting Standards 
(IFRS) as adopted by the European Union (IFRSs as adopted 
by the EU), International Financial Reporting Interpretations 
Committee (IFRIC) interpretations and the Companies Act 
2006 applicable to companies reporting under IFRS. The 
consolidated fi nancial statements have been prepared under 
the historical cost convention as modifi ed by derivatives at fair 
value through profi t or loss.

The preparation of fi nancial statements in conformity with 
IFRS requires the use of certain critical accounting estimates. 
It also requires management to exercise its judgement in the 
process of applying the Group’s accounting policies. The 
areas involving a higher degree of judgement or complexity, 
or areas where assumptions and estimates are signifi cant to 
the consolidated fi nancial statements are disclosed in note 2.

The accounts for the Parent Company, Cape plc, have been 
prepared in accordance with UK Generally Accepted 
Accounting Practice (GAAP). The Company accounts are 
presented in separate fi nancial statements on pages 83 to 90.

1.2. Going concern
After making enquiries, the Directors have a reasonable 
expectation that the Group has adequate resources to 
continue in operational existence for the foreseeable future. 
The Group therefore continues to adopt the going concern 
basis in preparing its consolidated fi nancial statements.

1.3. Changes in accounting policies and disclosures
(a) New and amended standards adopted by the Group

The following new standards and amendments to standards 
are mandatory for the fi rst time for the fi nancial year beginning 
1 January 2010:

–  IFRS 3 (revised), ‘Business combinations’, and 
consequential amendments to IAS 27, ‘Consolidated and 
separate fi nancial statements’, IAS 28, ‘Investments in 
associates’, and IAS 31, ‘Interests in joint ventures’, are 
effective prospectively to business combinations for which 
the acquisition date is on or after the beginning of the fi rst 
annual reporting period beginning on or after 1 July 2009. 

The revised standard continues to apply the acquisition 
method to business combinations but with some signifi cant 
changes compared with IFRS 3. For example, all payments 
to purchase a business are recorded at fair value at the 
acquisition date, with contingent payments classifi ed as 
debt subsequently re-measured through the statement of 
comprehensive income. 

There is a choice on an acquisition-by-acquisition basis to 
measure the non-controlling interest in the acquiree either 
at fair value or at the non-controlling interest’s proportionate 
share of the acquiree’s net assets. All acquisition-related costs 
are expensed. This revision has not had a material impact on 
the Financial Statements of the Group.

–  IAS 27 (revised) (effective 1 July 2009) requires the effects 
of all transactions with non-controlling interests to be 
recorded in equity if there is no change in control and 
these transactions will no longer result in goodwill or gains 
and losses. The standard also specifi es the accounting 
when control is lost. Any remaining interest in the entity is 
re-measured to fair value, and a gain or loss is recognised 
in profi t or loss. IAS 27 (revised) has had no impact on the 
current period, as none of the non-controlling interests 
have a defi cit balance; there have been no transactions 
whereby an interest in an entity is retained after the loss of 
control of that entity. The dividend paid during the year of 
£1.3m has been treated as a reduction in non-controlling 
interest and in accordance with the revised standard.

–  IFRS 1 (revised) ‘First time adoption’ is not applicable to 
the Group.

(b) New and amended standards, and interpretations 
mandatory for the fi rst time for the fi nancial year beginning 
1 January 2010 but not currently relevant to the Group 
(although they may affect the accounting for future 
transactions and events)

–  IFRIC 12, ‘Service concession arrangements’ effective 
30 March 2009.

–  IFRIC 15, ‘Arrangements for construction of real estates’ 
effective 1 January 2009 but EU endorsed for 1 January 
2010.

–  IFRIC 16, ‘Hedges of a net investment in a foreign 
operation’ effective 1 July 2009. 

–  IFRIC 17, ‘Distributions of non-cash assets to owners’ 
effective 1 July 2009. 

–  IFRIC 18, ‘Transfers of assets from customers’, effective 
for transfer of assets received on or after 1 July 2009 
(EU endorsed on 1 October 2009). 

–  IAS 39 (amendment), ‘Financial instruments: Recognition 
and measurement’, on eligible hedged items effective 
1 January 2010. 

–  IFRS 2 (amendment), ’Group cash-settled share-based 
payment transactions’, effective from 1 January 2010.

–  IFRS 5 (amendment), ‘Non-current assets held for sale 
and discontinued operations’. The amendment clarifi es 
that IFRS 5 specifi es the disclosures required in respect 
of non-current assets (or disposal groups) classifi ed as 
held for sale or discontinued operations. It also clarifi es 
that the general requirements of IAS 1 still apply, in 
particular paragraph 15 (to achieve a fair presentation) and 
paragraph 125 (sources of estimation uncertainty) of IAS 1.
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(c) New standards, amendments and interpretations issued 
but not effective for the fi nancial year beginning 1 January 
2010 and not early adopted.

–  IFRS 9, ‘Financial instruments’, issued in November 
2009 and amended in October 2010. This standard 
is part of the process to replace IAS 39, ‘Financial 
instruments: recognition and measurement’ (effective 
date 1 January 2010).

–  Revised IAS 24 (revised), ‘Related party disclosures’, 
issued in November 2009. 

–  ‘Classifi cation of rights issues’ (amendment to IAS 32), 
issued in October 2009. 

–  IFRIC 19, ‘Extinguishing fi nancial liabilities with equity 
instruments’, effective 1 July 2010.

–  ‘Prepayments of a minimum funding requirement’ 
(amendments to IFRIC 14). The amendments correct an 
unintended consequence of IFRIC 14, ‘IAS 19 – The limit 
on a defi ned benefi t asset, minimum funding requirements 
and their interaction’. 

1.4.  Reclassifi cation of short term facility at
31 December 2009

The Group has reclassifi ed a short-term facility which was 
netted off against cash and cash equivalents to short-term 
borrowings. The impact of this reclassifi cation is that the 
31 December 2009 cash and cash equivalents and 
borrowings have been restated by £13.4 million. The table 
below shows the restatement of the balance sheet 
summarised by the categories affected by the change.

2. Accounting policies
The Group’s key accounting policies are set out below. 
These policies have been prepared on a historic cost basis 
and under recognition and measurement requirements of 
IFRS standards in effect that apply to accounting periods 
beginning on or after 1 January 2010.

Basis of consolidation
(a) A business combination is recognised where separate 
legal entities or businesses have been brought together within 
the Group.

Subsidiaries are all entities (including special purpose 
entities) over which the Group has the power to govern the 
fi nancial and operating policies generally accompanying a 
shareholding of more than one half of the voting rights. The 
existence and effect of potential voting rights that are currently 
exercisable or convertible are considered when assessing 
whether the Group controls another entity. Subsidiaries are 
fully consolidated from the date on which control is transferred 
to the Group. They are de-consolidated from the date that 
control ceases.

The Group uses the acquisition method of accounting to 
account for business combinations. The consideration 
transferred for the acquisition of a subsidiary is the fair value 
of the assets transferred, the liabilities incurred and the equity 
interests issued by the Group. The consideration transferred 
includes the fair value of any asset or liability resulting from a 
contingent consideration arrangement. Acquisition-related 
costs are expensed as incurred.

Identifi able assets acquired and liabilities and contingent 
liabilities assumed in a business combination are measured 
initially at their fair values at the acquisition date. On an 
acquisition-by-acquisition basis, the Group recognises any 
non-controlling interest in the acquiree either at fair value or 
at the non-controlling interest’s proportionate share of the 
acquiree’s net assets.

Investments in subsidiaries are accounted for at cost 
less impairment. Cost is adjusted to refl ect changes in 
consideration arising from contingent consideration 
amendments. Cost also includes direct attributable costs 
of investment.

      Restated Restated 
     2010 2009 2008
    Notes £m £m £m

Current assets    
Inventories    18 8.8 17.3 17.2
Trade and other receivables    19 170.1 156.0 184.7
Cash – IDC(c) Scheme funds (restricted)    20 31.6 33.8 37.5
Cash and cash equivalents    21 95.8 66.7 46.1
     306.3 273.8 285.5
    
Current liabilities    
Borrowings    22 (34.4) (45.4) (51.7)
Derivative fi nancial instruments    23 (4.1) (4.4) (6.9)
Trade and other payables    24 (100.3) (95.7) (133.0)
Current income tax liabilities    25 (13.1) (11.3) (9.4)
     (151.9) (156.8) (201.0)

(c) IDC refers to the Industrial Disease claims which are funded using the Scheme cash (note 34).



 49Cape plc Annual Report 2010

2
0
1
0
 o

p
e

ra
tio

n
s

G
o

ve
rn

a
n

c
e

Fina
nc

ia
l sta

te
m

e
nts

The excess of the consideration transferred, the amount 
of any non-controlling interest in the acquiree and the 
acquisition-date fair value of any previous equity interest in 
the acquiree over the fair value of the Group’s share of the 
identifi able net assets acquired is recorded as goodwill. 
If this is less than the fair value of the net assets of the 
subsidiary acquired in the case of a bargain purchase, 
the difference is recognised directly in the statement of 
comprehensive income.

(b) Transactions with non-controlling interests
The Group treats transactions with non-controlling interests 
as transactions with equity owners of the Group. For 
purchases from non-controlling interests, the difference 
between any consideration paid and the relevant share 
acquired of the carrying value of net assets of the subsidiary 
is recorded in equity. Gains or losses on disposals to non-
controlling interests are also recorded in equity. When the 
Group ceases to have control or signifi cant infl uence, any 
retained interest in the entity is remeasured to its fair value, 
with the change in carrying amount recognised in profi t 
or loss.

The fair value is the initial carrying amount for the purposes 
of subsequently accounting for the retained interest as an 
associate, joint venture or fi nancial asset. In addition, any 
amounts previously recognised in other comprehensive 
income in respect of that entity are accounted for as if the 
Group had directly disposed of the related assets or liabilities. 
This may mean that amounts previously recognised in other 
comprehensive income are reclassifi ed to profi t or loss.

(c) Joint ventures
Joint ventures are accounted for using the equity method of 
accounting and are initially recognised at cost. The Group’s 
investment in the joint venture includes goodwill identifi ed on 
acquisition, net of any accumulated impairment loss.

The Group’s share of the joint venture’s post-acquisition 
profi ts or losses is recognised in the income statement, 
and its share of post-acquisition movements is recognised in 
other comprehensive income. The cumulative post-acquisition 
movements are adjusted against the carrying amount of the 
investment. When the Group’s share of losses in a joint 
venture equals or exceeds its interest in the joint venture, 
including any other unsecured receivables, the Group does 
not recognise further losses, unless it has incurred obligations 
or made payments on behalf of the joint venture.

If the ownership interest in a joint venture is reduced but 
signifi cant infl uence is retained, only a proportionate share of 
the amounts previously recognised in other comprehensive 
income are reclassifi ed to profi t or loss where appropriate.

Unrealised gains on transactions between the Group and 
the joint ventures are eliminated to the extent of the Group’s 
interest in the joint venture. Unrealised losses are also 
eliminated unless the transaction provides evidence of an 
impairment of the asset transferred. 

Dilution gains and losses arising in joint ventures are 
recognised in the income statement.

(d) Inter-company transactions, balances and unrealised 
gains on transactions between Group companies are 
eliminated. Unrealised losses are also eliminated. Accounting 
policies of subsidiaries have been changed where necessary 
to ensure consistency with the policies adopted by the Group.

(e) All subsidiary undertakings have year-end dates of 
31 December except Cape Industrial Services Group Limited 
which prepares accounts to 31 March and last prepared 
annual accounts to 31 March 2010.

Foreign currencies
(a) Functional and presentational currency
Items included in the fi nancial statements of each of the 
Group’s entities are measured using the currency of the 
primary economic environment in which the entity operates 
(‘functional currency’). The consolidated fi nancial statements 
are presented in GB pounds, which is the Group’s functional 
and presentational currency.

(b) Transactions and balances
Foreign currency transactions are translated into the functional 
currency using exchange rates prevailing at the date of the 
transactions. Foreign exchange gains and losses resulting 
from the settlement of such transactions and from the 
translation at period end exchange rates of monetary 
assets and liabilities denominated in foreign currencies are 
recognised in the income statement, except when deferred 
in equity as qualifying cash fl ow hedges and qualifying net 
investment hedges.

(c) Group companies
The results and fi nancial position of all Group entities that 
have a functional currency different from the presentation 
currency are translated into the presentation currency as 
follows:

–  assets and liabilities for each balance sheet presented are 
translated at the closing exchange rate at the date of the 
balance sheet;

–  income and expenses for each income statement are 
translated at average exchange rates (unless this average 
is not a reasonable approximation of the cumulative effect 
of the rates prevailing on the transaction dates, in which 
case the income and expenses are translated at the rate 
on the dates of the transaction); and

–  all resulting exchange differences are recognised as a 
separate component of equity.

On consolidation, exchange differences arising from the 
translation of the net investment in foreign operations, and 
of borrowings and other currency instruments designated 
as hedges of such investments, are taken to other 
comprehensive income. When a foreign operation is 
partially disposed of or sold, exchange differences that 
were recognised in equity are recognised in the income 
statement as part of the gain or loss on sale.
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Goodwill and fair value adjustments arising on the acquisition 
of a foreign entity are treated as assets and liabilities of the 
foreign entity and translated at the closing exchange rate.

Goodwill
Goodwill represents the excess of the cost of an acquisition 
over the fair value of the Group’s share of the identifi able net 
assets acquired. Goodwill is tested annually for impairment 
and carried at cost less accumulated impairment losses. 
Goodwill is allocated to the appropriate cash generating 
unit for the purpose of impairment testing. Any impairment is 
recognised immediately through the income statement and 
is not subsequently reversed. Goodwill is allocated to cash 
generating units for the purpose of impairment testing. The 
allocation is made to those cash generating units or groups 
of cash generating units that are expected to benefi t from the 
business combination in which the goodwill arose.

Intangible assets
Intangible assets are recognised if it is probable that there will 
be future economic benefi ts attributable to the asset, the cost 
of the asset can be measured reliably, the asset is separately 
identifi able and there is control over the use of the asset. The 
assets are amortised on a straight line basis over the period 
over which the Group expects to benefi t from these assets, 
ranging from three to fi ve years.

Property, plant and equipment
Property, plant and equipment is stated at cost net of 
accumulated depreciation and any provision for impairment. 
Cost comprises purchase cost together with any incidental 
costs of acquisition. Certain land and buildings are held at 
previous revalued amounts less accumulated depreciation as 
these amounts have been taken as their deemed cost at the 
date of transition to IFRS in accordance with the exemption 
under IFRS 1 ‘First-time Adoption of IFRS’.

Depreciation is provided to write off the cost less the estimated 
residual value of tangible fi xed assets by equal instalments 
over their estimated useful economic lives with the exception 
that no depreciation is provided on freehold land. The assets’ 
residual values and useful economic lives are reviewed, and 
adjusted as appropriate, at each balance sheet date. The 
following rates are applied:

– freehold buildings – 50 years;
–  leasehold land and buildings – the shorter of 50 years/the 

period of the lease; and
–  plant, machinery, and fi xtures and fi ttings – 1-7 years.

The entity applies the cost model in accounting for investment 
property. The investment property relates to land held at cost 
less any provision for impairment.

Impairment of assets (excluding goodwill)
The entity assesses at each reporting date whether an asset 
may be impaired. If any such indication exists, the Group 
makes an estimate of the asset’s recoverable amount. An 
asset’s recoverable amount is the higher of an asset’s fair 
value less costs to sell and its value in use. In assessing value 
in use, the estimated future cash fl ows attributable to the asset 
are discounted to their present value using a pre-tax discount 
rate that refl ects current market assessments of the time value 
of money and the risks specifi c to the asset.

Where the recoverable amount is estimated to be less than 
its carrying amount, the carrying amount is reduced to its 
recoverable amount. An impairment loss is recognised 
immediately in the income statement.

Trade receivables
Trade receivables are recognised and carried at fair value and 
subsequently measured at amortised cost, less any provision 
for impairment. The amount of the provision is the difference 
between the asset’s carrying amount and the present value 
of estimated future cash fl ows.

Trade payables
Trade payables are recognised initially at fair value and 
subsequently measured at amortised cost.

Leases
(a) Finance leases
Where assets are fi nanced by leasing agreements that 
give rights approximating to ownership, the amount 
representing the outright purchase price is capitalised and 
the corresponding leasing commitments are shown as 
obligations to the lessor. The relevant assets are depreciated
in accordance with the Group’s depreciation policy or over the 
lease term if shorter. Net fi nance charges, calculated on the 
reducing balance method, are included in fi nance costs.

(b) Operating leases
Payments made under operating leases, net of any incentives 
received from the lessor, are charged to the income statement 
on a straight line basis over the period of the lease.

Dividend distribution
Dividend distribution to the Company’s shareholders is 
recognised as a liability in the Group’s fi nancial statements 
in the period in which the dividends are approved by the 
Company’s shareholders.

Critical accounting estimates and judgements
The preparation of these fi nancial statements requires 
management to make judgements and estimates that affect 
the reported amounts of assets and liabilities at the date of 
the fi nancial statements and the reported amounts of revenue 
during the reporting period. Actual results could differ from 
these estimates. Information about such judgements and 
estimations are contained in individual accounting policies.

The key judgements and sources of estimation uncertainty 
that could cause an adjustment to be required to the carrying 
amount of asset or liabilities within the next accounting period 
are outlined below:

(a) Carrying amount of certain assets and goodwill
In reviewing the carrying value of certain assets and goodwill, 
estimates of future fi nancial performance of the assets and 
businesses concerned are taken into account. The estimates 
inherently include assumptions about internal and external 
factors that, whilst considered reasonable at the date of these 
accounts, may change in the future from those levels currently 
expected. The carrying value of goodwill has been considered 
fully in note 13.
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(b) Pensions and other post retirement costs
The liability in respect of the Group’s retirement benefi t 
obligations is dependent on a number of estimates including 
those relating to mortality, infl ation, salary increases and the 
rate at which liabilities are discounted. Any change in these 
assumptions would impact the retirement benefi t obligation 
recognised. Further information on the assumptions used is 
disclosed in note 16.

(c) Revenue recognition and assessment of construction 
contract performance
Revenue and profi t on long-term construction contracts are 
usually recognised according to the stage of completion of the 
contract, which is calculated by reference to the estimated 
contract revenues and expected costs including provisions. 
The judgements made in this process are considered to be 
appropriate; however, a change in these estimates would have 
an impact on the amount of revenue, costs and profi ts 
recognised.

(d) Industrial disease claims
Provision is made for compensation for industrial disease 
claims where it is possible to estimate the liability with 
suffi cient reliability. The key critical accounting estimates 
and assumptions in respect of the provisions for industrial 
disease are detailed in note 26.

(e) Deferred tax assets
Deferred tax has only been recognised where it is assumed 
that the deferred tax asset is recoverable. The accumulated 
losses reported by the Group for tax purposes in various 
tax jurisdictions have not been recognised as deferred tax 
assets where the Directors hold the view that it is unlikely that 
the Group will be able to utilise them in the future. Further 
information on the assumptions used is disclosed in note 17.

Compensation for industrial disease
Provision is made for compensation for industrial disease 
where it is possible to estimate the liability with suffi cient 
reliability. This is in respect of both claims lodged and 
outstanding at the period end and future potential claims. 
Benefi t is recognised for insurance recoveries for claims 
provided when they are anticipated with virtual certainty.

Provisions
Provisions for liabilities are made where the timing or amount 
of settlement is uncertain. A provision is recognised when: the 
Group has a present legal or constructive obligation as a result 
of past events; it is probable that an outfl ow of resources will 
be required to settle the obligation and the amount has been 
reliably estimated.

Provisions are measured at the present value of the 
expenditures expected to be required to settle the obligation 
using a pre-tax rate that refl ects current market assessments 
of the time value of money and risks specifi c to the obligation. 
The charge incurred in respect of the unwind of the discount 
is recognised in fi nance costs in the income statement.

Inventories
Inventories which include raw materials and work in progress 
are stated at the lower of cost and net realisable value. 
Raw materials are valued based on fi rst in fi rst out method.

Net realisable value is the estimated selling price in the 
ordinary course of business less selling expenses. Allowance 
is made for obsolete and slow moving items based on 
annual usage.

Revenue recognition
Revenue comprises the fair value of the consideration received 
or receivable for the sale of goods and services in the ordinary 
course of the Group’s activities. Revenue is shown net of value 
added tax, returns, rebates and discounts and after eliminating 
sales within the Group. Revenue recognition in relation to 
construction contracts is described in the accounting policy 
for construction contracts. Revenue is recognised in relation 
to non-construction contracts when the service is rendered.

Construction contracts
Contracts are undertaken for customers either on a short 
or long-term basis. For short-term contracts, work done is 
substantially billed as performed and for long-term contracts, 
work is carried out on a substantially fi xed or limited-price 
basis. For short-term contracts, revenue and profi t are 
recognised according to work executed. Amounts taken to 
revenue in respect of work done but not billed are included 
within amounts recoverable on contracts. Costs incurred, 
including an appropriate allocation of overheads and 
attributable profi ts, in respect of long-term contracts are 
included in work in progress net of progress payments 
received and provisions for foreseeable losses. Provision is 
made in full for any losses as soon as they can be foreseen. 
Any payments on account or provisions for foreseeable losses 
in excess of contract balances are included in trade and other 
payables. Revenue and attributable profi t on long-term 
contracts is recognised according to the percentage of 
estimated total contract value completed or the achievement 
of contractual milestones provided that the outcome of the 
contract can be assessed with reasonable certainty.

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 income tax is recognised, using the full liability 
method, on temporary differences arising between the tax 
bases of assets and liabilities and their carrying amount in the 
consolidated fi nancial statements. Deferred income tax is 
determined using tax rates (and laws) that have been enacted, 
or substantially enacted, by the balance sheet date and are 
expected to apply when the related deferred tax asset is 
realised or deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that it is 
probable that future taxable profi ts will be available against 
which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences 
arising on investments in subsidiaries and associates, except 
where the timing of the reversal of the temporary difference is 
controlled by the Group and it is probable that the temporary 
difference will not be reversed in the foreseeable future.
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Exceptional items
Exceptional items represent income and expenses relating to 
non-recurring transactions that are signifi cant, by virtue of 
their size or nature, and therefore relevant to understanding 
the Group’s fi nancial performance and are shown separately 
to provide a better indication of the underlying results of 
the business.

Employee benefi ts
The Group operates both defi ned benefi t and defi ned 
contribution schemes.

A defi ned contribution scheme is a pension scheme under 
which the Group pays fi xed contributions into a separate 
entity. The Group has no legal or constructive obligation to 
pay further contributions if the fund does not hold suffi cient 
assets to pay all employees the benefi ts relating to 
employment in the current or prior periods. The pension 
expense for defi ned contribution schemes represents 
contributions payable in the year.

A defi ned benefi t scheme is a pension scheme that is not a 
defi ned contribution scheme. The asset recognised in the 
balance sheet in respect of the defi ned benefi t scheme is the 
present value of the defi ned benefi t obligation at the balance 
sheet date less the fair value of the plan assets. The defi ned 
benefi t obligation is calculated tri-annually by independent 
actuaries using the projected unit method and this valuation 
is updated at each balance sheet date. The present value of 
the defi ned benefi t obligation is determined by discounting 
the estimated future cash outfl ows using interest rates of 
high quality corporate bonds that are denominated in the 
currency in which the benefi ts will be paid and that have 
terms to maturity approximating to the terms of the related 
pension liability.

Current and past service costs, fi nance costs and expected 
returns on assets are charged to operating profi t. Actuarial 
gains and losses arising from new valuations and from 
updating the latest actuarial valuation to refl ect conditions 
at the balance sheet date are recognised in full in the 
statement of recognised income and expense.

The pension schemes’ defi cits or surpluses, (to the extent that 
any surpluses are considered recoverable), are recognised in 
full and presented on the face of the balance sheet.

Under IFRIC 14 the recoverability of a surplus must be 
assessed against the minimum funding requirements of the 
pension scheme.

The Group operates gratuity schemes in certain overseas 
countries. These are accounted for in accordance with IAS 19 
and accounting follows the same principles as for a defi ned 
benefi t scheme.

Accounting for derivative fi nancial instruments and 
hedging activities
The Group uses derivative fi nancial instruments such as 
forward currency contracts and interest rate swaps to hedge 
its risks associated with foreign currency and interest rate 
fl uctuations. Derivatives are initially recognised at fair value 
on the date the contract is entered into and are subsequently 
remeasured at their fair value.

The fair value of forward currency contracts is calculated by 
reference to current forward exchange rates for contracts with 
similar maturity profi les. The fair value of interest rate swaps is 
determined by reference to market values of similar 
instruments.

For the purpose of hedge accounting, hedges are classifi ed as:

–  net investment hedges when hedging the exposure to 
changes in the value of the Group’s interests in the net 
assets of foreign operations; and

–  cash fl ow hedges when hedging exposure to variability in 
cash fl ows that is either attributable to a particular risk 
associated with a recognised asset or liability or a highly 
probable forecast transaction.

The Group formally designates and documents the relationship 
between the hedging instrument and the hedged item at the 
inception of the transaction, as well as its risk management 
objectives and strategy for undertaking various hedge 
transactions. The documentation also includes identifi cation 
of the hedging instrument, the hedged item or transaction, 
the nature of the risk being hedged and how the Group will 
assess the effectiveness of the hedging instruments in 
offsetting the exposure to changes in the fair value of the 
hedge or the cash fl ows attributable to the hedged risk. The 
Group also documents its assessment, both at inception and 
on an ongoing basis, of whether the derivatives that are used 
in the hedging transactions are highly effective in offsetting 
changes in fair values or cash fl ows of the hedged items.

Any gains or losses arising from changes in the fair value of 
derivatives that do not qualify for hedge accounting are taken 
to the income statement. The treatment of gains and losses 
arising from revaluing derivatives designated as hedging 
instruments depends on the nature of the hedging relationship, 
as follows:

(a) Net investment hedges
For net investment hedges, the gain or loss on the hedging 
instrument relating to the effective portion of the hedge is 
recognised directly in equity. The gain or loss relating to the 
ineffective portion is recognised immediately in the income 
statement.

Gains and losses accumulated in equity are included in the 
income statement when the foreign operation is partially 
disposed of or sold.
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(b) Cash fl ow hedges
For cash fl ow hedges, the effective portion of the gain or loss 
on the hedging instrument is recognised directly in equity, 
while the ineffective portion is recognised in the income 
statement. Amounts taken to equity are transferred to the 
income statement when the hedged transaction affects the 
income statement.

If the hedging instrument expires or is sold, terminated or 
exercised without replacement or rollover, or if its designation 
as a hedge is revoked, any cumulative gain or loss existing in 
equity at that time remains in equity and is recognised when 
the forecast transaction is ultimately recognised in the income 
statement. When a forecast transaction is no longer expected 
to occur, the cumulative gain or loss that was reported in 
equity is immediately transferred to the income statement.

Borrowings
Borrowings are recognised initially at the amount of the 
consideration received after deduction of issue costs. 
Issue costs together with fi nance costs are charged to the 
income statement over the term of the borrowings and 
represent a constant proportion of the balance of capital 
repayments outstanding.

Cumulative preference shares are classifi ed as liabilities. 
The dividends on these preference shares are recognised 
in the income statement as interest expense.

Borrowings are classifi ed as current liabilities unless the 
Group has an unconditional right to defer settlement of the 
liability for at least 12 months after the balance sheet date.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held 
on call with banks, other short-term highly liquid investments 
with original maturities of three months or less, and bank 
overdrafts. Bank overdrafts are shown within borrowings in 
current liabilities on the balance sheet.

Restricted cash relating to the Scheme of Arrangement 
(see notes 20 and 34) is excluded from cash and cash 
equivalents for the purpose of the Group statement of 
cash fl ows.

Share capital
Ordinary shares and deferred shares are classifi ed as equity.

Incremental costs directly attributable to the issue of new 
shares or options are shown in equity as a deduction, net 
of tax, from the proceeds.

Share based payments
The Group issues equity settled share based payments to 
certain employees which must be measured at fair value and 
recognised as an expense in the income statement with a 
corresponding increase in equity. The fair values of these 
payments are measured at the dates of grant using option 
pricing models, taking into account the terms and conditions 
upon which the awards are granted. The fair value is 
recognised over the period during which employees become 
unconditionally entitled to the awards subject to the Group’s 
estimate of the number of awards which will lapse, either due 
to employees leaving the Group prior to vesting or due to 
non-market based performance conditions not being met.

Proceeds received on the exercise of share options are 
credited to share capital and share premium.

The social security contributions payable in connection with 
the grant of the share options is considered an integral part 
of the grant itself, and the charge will be treated as a cash 
settled transaction.

Segment reporting
Operating segments are reported in a manner consistent with 
the internal reporting provided to the Chief Operating Decision 
Maker (CODM). The CODM, who is responsible for allocating 
resources and assessing performance of the operating 
segments, has been identifi ed as the Group Board.

Financial risk factors
The Group’s activities expose it to a variety of fi nancial risks: 
market risk (including currency risk, cash fl ow interest rate risk 
and fair value interest rate risk), credit risk and liquidity risk. 
The Group’s overall risk management programme focuses on 
the unpredictability of fi nancial markets and seeks to minimise 
potential adverse effects on the Group’s fi nancial performance. 
The Group uses derivative fi nancial instruments to hedge 
certain risk exposures.

Risk management is carried out by the Group treasury 
department under policies approved by the Board of Directors. 
Group treasury identifi es, evaluates and hedges fi nancial risks 
in close co-operation with the Group’s operating units. The 
Board provides written principles for overall risk management, 
as well as written policies covering specifi c areas, such as 
foreign exchange risk, interest rate risk, credit risk, use of 
derivative fi nancial instruments and non-derivative fi nancial 
instruments, and investment of excess liquidity. A summary 
of the Group’s fi nancial risk factors is given on page 72.
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3. Segment information
Management has determined the operating segments based on the reports reviewed by the Group Board (Chief Operating 
Decision Maker) that are used to make strategic decisions. The Board considers the business from a geographic perspective. 
The profi t measure used by the Chief Operating Decision Maker in its review is total operating profi t.

The segment information for the year ended 31 December 2010 is as follows:

  United Gulf/Middle CIS, Med  Far East/ Central 
  Kingdom East & NA Pacifi c Rim Costs Group
2010  £m £m £m £m £m £m

Continuing operations      
Revenue  273.4 137.7 51.0 188.0 – 650.1
Operating profi t/(loss) before other items  28.0 35.4 7.8 14.8 (7.8) 78.2
Amortisation of intangible assets  (0.3) – – (2.3) – (2.6)
IDC costs  – – – – (0.4) (0.4)
Operating profi t/(loss)  27.7 35.4 7.8 12.5 (8.2) 75.2
Share of post tax loss of joint ventures  – – (0.1) – – (0.1)
Total operating profi t/(loss)  27.7 35.4 7.7 12.5 (8.2) 75.1
Finance income       1.1
Finance costs       (13.1)
Profi t before tax       63.1
Taxation       (10.8)
Profi t from continuing operations       52.3
      
Discontinued operations      
Profi t attributable to discontinued operations      0.3
Profi t for the year       52.6

Attributable to:       
Owners of Cape plc       49.5
Non-controlling interest       3.1
       52.6

There are no signifi cant inter-segment sales.

  United Gulf/Middle CIS, Med  Far East/ Central 
  Kingdom East & NA Pacifi c Rim Costs Group
2009  £m £m £m £m £m £m

Continuing operations      
Revenue  304.7 170.7 48.4 131.3 – 655.1
Operating profi t/(loss) before other items  25.4 38.6 6.1 7.9 (7.4) 70.6
Amortisation of intangible assets  (0.5) – – (2.4) – (2.9)
IDC costs  – – – – (74.2) (74.2)
Operating profi t/(loss)  24.9 38.6 6.1 5.5 (81.6) (6.5)
Share of post tax profi ts of joint ventures  – – 1.6 – – 1.6
Total operating profi t/(loss)  24.9 38.6 7.7 5.5 (81.6) (4.9)
Finance income       1.6
Finance costs       (12.3)
Loss before tax       (15.6)
Taxation       14.1
Loss from continuing operations       (1.5)
      
Discontinued operations      
Loss attributable to discontinued operations      –
Loss for the year       (1.5)

Attributable to:      
Owners of Cape plc       (4.1)
Non-controlling interest       2.6
       (1.5)
 
There are no signifi cant inter-segment sales.
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3. Segment information (continued)
Other segment items included in the income statement are as follows:

   2010      2009

 United Gulf/Middle CIS, Med  Far East/ Central  United Gulf/Middle CIS, Med  Far East/ Central 
 Kingdom East & NA Pacifi c Rim Costs Group Kingdom East & NA Pacifi c Rim Costs Group
 £m £m £m £m £m £m £m £m £m £m £m £m

Depreciation 3.8 5.1 2.0 6.5 – 17.4 4.1 4.8 1.4 5.5 – 15.8
Amortisation 0.3 – – 2.3 – 2.6 0.5 – – 2.4 – 2.9

The Group operates in the following geographic areas:

Revenue (based on 
location of the entity)

      2010 2009
          £m £m

Continuing operations:
United Kingdom      273.4 304.7
Gulf/Middle East      137.7 170.7
CIS, Med & NA      51.0 48.4
– Australia      134.3 96.9
– Other Far East/Pacifi c Rim      53.7 34.4
Total Far East/Pacifi c Rim      188.0 131.3
Central      – –
Total         650.1 655.1

Segment assets consist primarily of property, plant and equipment, investments, intangible assets, inventories and trade and other 
receivables. Unallocated assets comprise deferred taxation and cash.

Segment liabilities comprise operating liabilities. Unallocated liabilities comprise items such as taxation and borrowings including 
related hedging transactions.

The segment assets and liabilities at 31 December 2010 and capital expenditure for the year then ended are as follows:

  Gulf/ 
 United Middle CIS, Med  Far East/ Central  
 Kingdom East & NA Pacifi c Rim Costs Unallocated Group
 £m £m £m £m £m £m £m

Assets – continuing 78.2 129.9 33.4 317.0 46.0 139.0 743.5
Assets – discontinued 2.0 – – – – – 2.0
Total assets 80.2 129.9 33.4 317.0 46.0 139.0 745.5
Non-current assets included 
within total assets are as follows:       
Continuing 25.7 72.8 16.5 266.8 12.2 43.2 437.2
Discontinued 2.0 – – – – – 2.0
Total non-current assets 27.7 72.8 16.5 266.8 12.2 43.2 439.2
       
Liabilities – continuing 27.7 34.4 10.5 30.8 89.5 182.7 375.6
Liabilities – discontinued 1.1 – – – – – 1.1
Total liabilities 28.8 34.4 10.5 30.8 89.5 182.7 376.7
Capital expenditure 
– property, plant and equipment 1.6 4.3 2.0 4.5 – – 12.4
Capital expenditure 
– intangible assets – – – – – – –

Segment assets and liabilities are reconciled to the Group assets and liabilities as follows:

      Assets Liabilities
      £m £m

Segment assets/liabilities      606.5 194.0
Unallocated:  
– Deferred tax      43.2 16.8
– Current tax      – 13.1
– Cash      95.8 –
– Current borrowings      – 34.4
– Non-current borrowings      – 114.3
– Derivatives      – 4.1
Total assets/liabilities      745.5 376.7
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3. Segment information (continued)
The segment assets and liabilities at 31 December 2009 and capital expenditure for the year then ended are as follows:

  Gulf/ 
 United Middle CIS, Med  Far East/ Central Restated Restated
 Kingdom East & NA Pacifi c Rim Costs Unallocated Group
 £m £m £m £m £m £m £m

Assets – continuing 85.0 84.9 24.0 310.2 54.5 102.4(d) 661.0
Assets – discontinued 2.1 – – – – – 2.1
Total assets 87.1 84.9 24.0 310.2 54.5 102.4 663.1
Non-current assets included 
within total assets are as follows:       
Continuing 28.5 23.7 9.4 276.0 13.8 35.9 387.3
Discontinued 2.0 – – – – – 2.0
Total non-current assets 30.5 23.7 9.4 276.0 13.8 35.9 389.3
       
Liabilities – continuing 34.6 37.1 4.0 21.3 88.6 208.5(d) 394.1
Liabilities – discontinued 1.3 – – – – – 1.3
Total liabilities 35.9 37.1 4.0 21.3 88.6 208.5 395.4
Capital expenditure 
– property, plant and equipment 2.7 3.0 1.4 4.5 – – 11.6
Capital expenditure 
– intangible assets 0.3 – – – – – 0.3

Segment assets and liabilities are reconciled to the Group assets and liabilities as follows:

      Restated  Restated
      assets liabilities
      £m £m

Segment assets/liabilities      560.7 186.9
Unallocated:  
– Deferred tax      35.7 12.5
– Current tax      – 11.3
– Cash      66.7(d) –
– Current borrowings      – 45.4(d)

– Non-current borrowings      – 134.9
– Derivatives      – 4.4
Total assets/liabilities      663.1 395.4

(d)  Cash and current borrowings have been restated for the reclassifi cation of a short-term loan facility to current borrowings (£13.4 million) which was netted against cash balance 
in the prior year, please refer to note 1.4 for further detail.

The Group’s non current assets in the following geographic areas:

        Non-Current assets (based on location of the assets)*

    Goodwill and intangibles Other

        2010 2009 2010 2009 
       £m £m £m £m

Continuing operations:
United Kingdom    4.2 3.0 23.5 27.5
Gulf/Middle East    47.3 0.7 25.5 23.0
CIS, Med & NA    6.1 – 10.4 9.4
– Australia    151.2 193.0 82.8  72.2
– Other Far East/ Pacifi c Rim    20.5 – 12.3  10.8
Total Far East/ Pacifi c Rim    171.7 193.0 95.1 83.0
Unallocated*    – – 43.2 35.9
Central    12.2 13.8 – –
Total       241.5 210.5 197.7 178.8

*Unallocated includes fi nancial instruments, deferred tax assets and post employment benefi ts only.

Notes to the fi nancial statements
continued
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4. Operating profi t/(loss)

       Restated
      2010 2009
      £m  £m

Analysis of operating profi t/(loss)  
Continuing operations  
Revenue      650.1 655.1
Cost of sales      (528.2) (541.8)
Gross profi t      121.9 113.3
Operating expenses      (43.7) (42.7)
Operating profi t before other items      78.2 70.6
Amortisation      (2.6) (2.9)
Industrial disease related expenses      (0.4) (74.2)
Operating profi t/(loss)      75.2 (6.5)

Cost of sales consists principally of direct labour, materials and other direct costs.

Administration costs consist principally of operating and industrial disease related expenses.

During the year the Group reconsidered the classifi cation of overheads and has reclassifi ed local and central overheads 
amounting to £10.3m (2009: £10.2m) to operating expenses from cost of sales for both current year and comparative purposes.

The following items have also been charged in arriving at operating profi t/(loss):

      2010 2009
      £m £m

Employee benefi t expense      338.2 333.6
Cost of inventories      57.4 43.0
Depreciation      17.4 15.8
Operating lease payments – plant and equipment     13.6 14.1
Operating lease payments – property      2.9 3.2
Auditors remuneration   
–  Fees payable to the Company’s auditor for the audit of the Company’s annual accounts  0.2 0.2
– Fees payable to the Company’s auditor and its associates for other services:
 – The audit of the Company’s subsidiaries pursuant to legislation    0.6 0.5
 – All other services      0.5 –

5. Net foreign exchange gains/(losses)
Exchange adjustments taken through the income statement amount to:

      2010 2009
      £m £m

Cost of sales      0.1 (2.3)
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6. Other gains – net

      2010 2009
      £m £m

Credit in respect of ineffective derivative fi nancial instrument    – 0.3

7. Employee benefi t expense

      2010 2009
     Note £m £m

Wages and salaries      304.7 303.7
Social security costs      25.4 22.4
Share options granted and awarded to directors and employees   28 2.2 1.6
Pension costs – defi ned contribution plans    16 4.2 3.7
Pension costs – defi ned benefi t plans     16 0.3 0.6
Other employee benefi t costs     16 1.4 1.6
      338.2 333.6
    
Average monthly number of employees including Executive Directors    16,081 15,661

The remuneration paid to Directors in the Group is disclosed in note 35 and the Directors’ remuneration report on page 29.

8. Auditors’ remuneration
Services provided by the Company’s auditor and its associates.
During the year the Group (including its overseas subsidiaries) obtained the following services from the Company’s auditors and 
its associates:

      2010 2009
      £m £m

Fees payable to the Company’s auditors for the audit of the Company’s and 
the consolidated annual accounts      0.2 0.2
Fees payable to the Company’s auditors and its associates for other services:  
– The audit of the Company’s subsidiaries pursuant to legislation    0.6 0.5
– All other services      0.5 –
      1.3 0.7
 

9. Finance income and costs

      2010 2009
      £m £m

Interest income:  
– Short-term bank deposits      0.1 0.8
– Interest on Scheme funds      1.0 0.8
Finance income      1.1 1.6
Interest expense:  
– Bank borrowings      (8.1) (10.5)
– Finance leases      (1.0) (1.7)
– Other      – (0.1)
– IDC unwind of provision      (4.0) –
Finance costs      (13.1) (12.3)
Net fi nance costs      (12.0) (10.7)

Notes to the fi nancial statements
continued
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10. Income tax

      2010 2009
     Note £m £m

Current tax       12.6 9.9
Deferred tax     17 (1.8) (24.0)
      10.8 (14.1)

The tax charge/(credit) on the Group’s profi t/(loss) before tax differs from the theoretical amount that would arise using the UK 
standard corporation tax rate applicable to profi ts of the consolidated entities as follows:

      2010 2009
      £m £m

Profi t/(loss) before tax (pre share of results from joint ventures)    63.2 (15.6)
Tax calculated at the standard rate of corporation tax in the UK of 28% (2009: 28%)   17.7 (4.4)
Adjustments to tax in respect of prior year      0.3 (4.0)
Adjustments in respect of overseas tax rates     (7.5) (4.4)
Tax losses not recognised      0.2 –
Expenses non-deductible      0.3 0.4
Income not taxable      (0.8) (2.2)
Double tax relief      (0.2) 1.0
Change in tax rates      0.8 –
Adjustments in respect of overseas joint ventures     – (0.5)
Tax charge/(credit)      10.8 (14.1)

A number of changes to the UK corporation tax system were announced in the June 2010 Budget Statement. Legislation was 
passed in the Finance (No. 2) Act 2010 to reduce the main rate of UK corporation tax to 27% as from 1 April 2011. However, in 
the March 2011 Budget Statement an additional announcement was made advising that the main rate of corporation tax will be 
reduced from 28% to 26% from 1 April 2011. This change was substantively enacted on 29 March 2011 through the Provisional 
Collection of Taxes Act 1968 and is expected to be passed through the Finance Act 2011.

These changes are expected to impact the future current tax charges of the Group. The resulting effect on the deferred tax 
balance has been disclosed in note 17.

11. Discontinued operations
Analysis of the result of discontinued operations is as follows:

      2010 2009
      £m £m

Release of historic provision      0.4 –
Profi t before tax on discontinued operations     0.4 –
Income tax expense      (0.1) –
Profi t from discontinued operations       0.3 –

12. Earnings/(loss) per ordinary share
The basic earnings per share calculation for the year ended 31 December 2010 (2009: loss per share) is based on the profi t after 
tax attributable to ordinary shareholders of £49.5 million (2009: loss of £4.1 million) divided by the weighted average number of 
ordinary 25 pence shares of 116,268,784 (2009: 115,427,015).

The diluted earnings per share calculation for the year ended 31 December 2010 (2009: diluted loss per share) is based on the 
profi t after tax of £49.5 million (2009: loss of £4.1 million) divided by the diluted weighted average number of ordinary 25 pence 
shares of 120,819,330 (2009: 118,038,129).

Share options and awards are considered potentially dilutive as the average share price during the year was above the average 
exercise prices.

      2010 2009
      Shares Shares

Basic weighted average number of shares     116,268,784 115,427,015
Adjustments:  
Weighted average number of outstanding share options     4,550,546 2,611,114
Diluted weighted average number of shares     120,819,330 118,038,129
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12. Earnings/(loss) per ordinary share (continued)

 2010 2009

      (Loss)/
    Earnings EPS earnings EPS
    £m pence £m pence

Basic earnings/(loss) per share    
Continuing operations    49.2 42.3 (4.1) (3.5)
Discontinued operations    0.3 0.3 – –
Basic earnings/(loss) per share    49.5 42.6 (4.1) (3.5)
    
Diluted earnings/(loss) per share    
Continuing operations    49.2 40.7 (4.1) (3.4)
Discontinued operations    0.3 0.3 – –
Diluted earnings/(loss) per share    49.5 41.0 (4.1) (3.4)
    
Adjusted basic earnings/(loss) per share    
Earnings/(loss) from continuing operations   49.2 42.3 (4.1) (3.5)
Amortisation    2.6 2.3 2.9 2.5
Exceptional items    – – – –
IDC related costs and interest income    3.4 2.9 73.4 63.6
Tax effect of adjusting items    (3.8) (3.3) (21.4) (18.5)
Exceptional Australian tax credit    – – (6.6) (5.7)
Adjusted basic earnings per share    51.4 44.2 44.2 38.4
    
Adjusted diluted earnings/(loss) per share    
Earnings/(loss) from continuing operations   49.2 40.7 (4.1) (3.4)
Amortisation    2.6 2.2 2.9 2.4
Exceptional items    – – – –
IDC related costs and interest income    3.4 2.8 73.4 62.2
Tax effect of adjusting items    (3.8) (3.1) (21.4) (18.1)
Exceptional Australian tax credit    – – (6.6) (5.6)
Adjusted diluted earnings per share    51.4 42.6 44.2 37.5

The adjusted earnings per share calculations have been calculated after excluding the impact of amortisation of intangibles, 
exceptional items, IDC related costs and interest income, the tax impact of these items and an exceptional tax credit received 
in Australia predominantly arising on the consolidation of PCH assets in Australia which was acquired during 2007.

Options are dilutive at the profi t from continuing operations level and so, in accordance with IAS 33, have been treated as dilutive 
for the purpose of diluted earnings per share.
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13. Intangible assets

     Total Goodwill Other
     £m £m £m

Cost:   
At 1 January 2009     191.8 182.5 9.3
Additions     0.3 – 0.3
Exchange adjustments     25.1 24.5 0.6
At 31 December 2009     217.2 207.0 10.2
Additions     – – –
Exchange adjustments     33.6 33.4 0.2
At 31 December 2010     250.8 240.4 10.4
   
Accumulated amortisation   
At 1 January 2009     3.8 – 3.8
Amortisation charge     2.9 – 2.9
At 31 December 2009     6.7 – 6.7
Amortisation charge     2.6 – 2.6
At 31 December 2010     9.3 – 9.3
   
Net book amount:   
At 31 December 2010     241.5 240.4 1.1
At 31 December 2009     210.5 207.0 3.5
At 1 January 2009     188.0 182.5 5.5

Amortisation charges of £2.6 million (2009: £2.9 million) have been charged to the income statement.

One individually signifi cant intangible asset remains at year-end. Two customer relationships and contracts which had an opening 
carrying value of £0.6 million and £0.8 million and have been fully amortised to £nil over the current year. A favourable lease 
contract which has a carrying value of £0.9 million (2009: £1.1 million) remains at year-end and will be amortised to £nil over the 
next two years.

Impairment tests for goodwill
Goodwill is allocated to the Group’s Cash-Generating Units (CGU). All goodwill relates to Industrial Services.

During the fi nancial year goodwill was reallocated to refl ect changes made in the reporting and organisational structure of the 
Group. The allocation was made on the basis of the relative values of the CGUs affected.

The aggregate carrying amounts of goodwill are allocated by CGU as follows:

      2010 2009
      £m £m

UK      16.2 16.2
Gulf/Middle East      47.3 0.7
Asia      20.5 –
CIS      6.1 –
Australia      150.3 190.1
      240.4 207.0

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations use pre-tax cash fl ow 
projections based on fi nancial budgets approved by management covering a fi ve year period. Cash fl ows beyond the fi ve year 
period are extrapolated using the estimated growth rates stated below. 
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13. Intangible assets (continued)
The key assumptions used for value-in-use calculations are:

     2010     2009

   United  Gulf/Middle    United Gulf/Middle 
   Kingdom East Australia Asia CIS Kingdom East Australia Asia CIS

Terminal growth rate   3.0% 2.7% 2.7% 2.7% 2.7% 3.0% 3.0% 3.3% – –
Average fi ve-year growth rate   7.6% 6.5% 17.6% 18.4% 2.3% 3.2% 1.8% 17.6% – –
Discount rate   11.0% 11.2% 11.7% 11.3% 11.4% 11.0% 10.2% 11.4% – –

Terminal growth rates are based on the long-term growth rates for the countries in which the CGU operates. Management 
determined growth rates over the next fi ve years based on internal forecasts that were derived from detailed analysis on future 
prospects combined with the secured order book for the relevant CGU. The discount rates used are pre-tax and refl ect specifi c 
risks relating to the relevant CGU.

Sensitivity analysis
A sensitivity analysis has been performed on the base case assumptions used for assessing the goodwill. The Directors have 
concluded that there are no reasonably possible changes in key assumptions which would cause the carrying value of goodwill 
to exceed its value in use. 

14. Property, plant and equipment
During the year ended 31 December 2010, the Group acquired assets with a cost of £12.4 million (2009: £11.6 million) 
and received proceeds from asset sales of £0.3 million (2009: £1.1 million) giving net capital expenditure of £12.1 million 
(2009: £10.5 million). The capital expenditure of £11.9 million (2009: £10.0 million) shown in the cash fl ow statement represents 
the actual cash outfl ow and therefore excludes purchases funded through fi nance leases of £0.5 million (2009: £1.6 million).

       Plant,
       machinery,
      Land and fi xtures and
     Total buildings fi ttings
     £m £m £m

Cost:   
At 1 January 2009     214.5 20.3 194.2
Exchange adjustments     13.8 1.1 12.7
Additions     11.6 0.2 11.4
Disposals     (17.2) (0.9) (16.3)
At 31 December 2009     222.7 20.7 202.0
Exchange adjustments     20.3 1.5 18.8
Additions     12.4 2.0 10.4
Disposals     (6.1) (0.1) (6.0)
At 31 December 2010     249.3 24.1 225.2
   
Accumulated depreciation:   
At 1 January 2009     62.2 2.6 59.6
Exchange adjustments     10.6 0.6 10.0
Charge for the year     15.8 0.9 14.9
Disposals     (8.8) (0.4) (8.4)
At 31 December 2009     79.8 3.7 76.1
Exchange adjustments     3.5 0.2 3.3
Charge for the year     17.4 0.9 16.5
Disposals     (5.7) – (5.7)
At 31 December 2010     95.0 4.8 90.2
   
Net book amount:   
At 31 December 2010     154.3 19.3 135.0
At 31 December 2009     142.9 17.0 125.9
At 1 January 2009     152.3 17.7 134.6
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14. Property, plant and equipment (continued)
Depreciation expense of £17.4 million (2009: £15.8 million) has been charged to cost of sales in the income statement.

Exchange adjustments relate to the translation of assets held by foreign operations into the presentation currency.

Included within Land and buildings is an investment property with a value of £2.0 million (2009: £2.0 million). No rent is received 
from the investment property. The fair value of the investment property has not been estimated as the property is the residual land 
left over from the sale of the Calsil businesses.

The Group leases plant and machinery under fi nance lease agreements. The leased equipment secures lease obligations (see 
note 22). 

At 31 December 2010 the net carrying amount of leased plant and machinery was £22.0 million (2009: £21.0 million).

15. Investments accounted for using the equity method

      2010 2009
      £m £m

At 1 January      0.1 0.6
Share of (loss)/profi t      (0.1) 1.6
Dividends paid      0.1 –
Contribution from joint ventures      – (2.1)
At 31 December      0.1 0.1

The Group’s share of post tax losses of joint ventures is £0.1 million (2009: profi t of £1.6 million) and dividends paid to joint 
ventures are £0.1 million (2009: contribution from joint ventures £2.1 million).

The Group has a 51% interest in Cape C.I.S.L. a joint venture incorporated in Trinidad for the provision of insulation services.

The Group has a 50% interest in Orascom Cape a joint venture incorporated in Egypt for the provision of insulation and scaffolding 
services.

The Group has a 50% interest in Orascom Cape WLL, a joint venture incorporated in Bahrain for the provision of insulation 
services.

The Group has a 50% interest in Cape Resa, a joint venture incorporated in Spain for the provision of scaffolding, rope access 
and insulation services.

The Group has a 50% interest in Ship Support Services Limited, a joint venture incorporated in the United Kingdom for the 
provision of scaffolding and painting services.

The Group accounts for the investments in Cape C.I.S.L. as joint ventures due to the Group not having control over the fi nancial 
and operating policies of these entities.
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16. Retirement benefi t obligations
The Group operates a defi ned benefi t scheme and a defi ned contribution scheme for employees within the UK and provides 
pensions for employees of overseas companies in accordance with local requirements and practices. The assets of both the 
defi ned benefi t and defi ned contribution schemes are held in trustee administered funds. The latest full valuation of the defi ned 
benefi t scheme was assessed by independent qualifi ed actuaries as at 6 April 2010 using the projected unit method. The valuation 
showed that the assets of the defi ned benefi t scheme had a market value of £125.1 million and was 100% funded. Included within 
the assets balance is an amount of £81.3 million in respect of insurance policies covering pensioner liabilities. The next full 
valuation will take place as at 6 April 2013.

Some of the Group’s overseas subsidiary undertakings operate leaving indemnity schemes as required by local laws and 
regulations. These schemes are unfunded. The provision for leaving indemnities is based on the number of years’ service and 
the current salary of the employee.

The pension expense in the period for the defi ned contribution pension scheme of £4.2 million (2009: £3.7 million) equalled the 
Group contributions to the scheme.

The defi ned benefi t scheme disclosures of the Group in this note also include fi gures relating to a small scheme held by a 
subsidiary undertaking.

      2010 2009
      £m £m

Balance sheet assets/(obligations) for:  
Pension benefi t assets      0.1 0.1
Pension benefi t liabilities      (0.4) (0.4)
      (0.3) (0.3)
Leaving indemnities      (6.3) (5.2)
      (6.6) (5.5)
Income statement charge for:  
Leaving indemnities charged through cost of sales     1.4 1.6
      1.4 1.6

      2010 2009
      £m £m

Actuarial gain recognised in the statement of other comprehensive income in the year (before tax)  1.7 0.2
Cumulative actuarial losses recognised in the statement of other comprehensive income (before tax)  (50.3) (52.0)

Pension benefi ts
The amounts recognised in the balance sheet are determined as follows:

      2010 2009
      £m £m

Present value of funded obligations      (113.1) (113.6)
Fair value of plan assets      126.3 124.3
      13.2 10.7
Restriction of surplus      (13.5) (11.0)
Net liability in the balance sheet      (0.3) (0.3)

In accordance with IFRIC 14, the Group must consider the minimum funding requirements of the pension scheme. This has 
resulted in the recognised surplus on the main scheme being reduced to £nil at 31 December 2010 (2009: £nil).

The amounts recognised in the income statement are as follows:

      2010 2009
      £m £m

Current service cost      0.1 0.5
Interest cost      6.4 6.3
Expected return on plan assets      (6.9) (6.7)
Settlements and curtailments      (0.1) (0.1)
Total      (0.5) –

The actual return on plan assets was £6.4 million (2009: £14.0 million).
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16. Retirement benefi t obligations (continued)
The movement in the fair value of plan assets over the year is as follows:

      2010 2009
      £m £m

Beginning of year      124.3 114.8
Expected return on plan assets      6.9 6.7
Actuarial (losses)/gains      (0.3) 7.2
Employer contributions      0.3 0.6
Employee contributions      – 0.2
Benefi ts paid      (4.9) (5.2)
End of year      126.3 124.3

The movement in the defi ned benefi t obligation over the year is as follows:

      2010 2009
      £m £m

Beginning of year      113.6 104.8
Current service cost      0.1 0.5
Interest cost      6.4 6.3
Employee contributions      – 0.2
Actuarial (gains)/losses      (2.0) 7.1
Benefi ts paid      (4.9) (5.2)
Settlements and curtailments      (0.1) (0.1)
End of year      113.1 113.6

The principal actuarial assumptions used were as follows:

      2010 2009

Discount rate      5.30% 5.75%
Expected return on plan assets      5.27% 5.63%
Future salary increases      4.60% 4.70%
Future pension increases      3.30% 3.40%
Infl ation rate      3.60% 3.70%

Mortality rate
Assumptions regarding future mortality experience are set based on advice in accordance with published statistics and 
scheme experience.

The average remaining life expectancy in years of a pensioner retiring at age 65 on the balance sheet date is as follows:

      2010 2009

Male      22.0 22.0
Female      24.5 24.5

The average remaining life expectancy in years of a pensioner retiring at age 65, 20 years after the balance sheet date is 
as follows:

      2010 2009

Male      24.0 24.0
Female      26.5 26.5
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16. Retirement benefi t obligations (continued)
Pension benefi ts
Plan assets are comprised as follows:

    2010 Expected 2009 Expected
    £m return £m return

Insurance annuities    81.5 5.30% 83.6 5.75%
Index-linked Gilts    15.7 3.80% 14.3 4.10%
Bonds    13.0 4.85% 11.8 5.25%
Equities    8.9 7.70% 7.9 7.50%
Property    3.1 7.95% 2.8 8.25%
Cash    0.6 0.90% 0.7 0.50%
Other    3.5 4.85% 3.2 5.25%
Total/weighted average return    126.3 5.27% 124.3 5.63%

The expected return on plan assets is determined by considering the expected returns on the assets underlying the current 
investment policy. Expected yields on fi xed interest investments are based on gross redemption yields at the balance sheet date. 
Expected returns on equity and property investments refl ect long-term real rates of return experienced in the respective markets.
 
Expected contributions to defi ned benefi t schemes for the year ended 31 December 2011 are £0.2 million.

   2010 2009 2008 2007 2006
   £m £m £m £m £m

Fair value of plan assets   126.3 124.3 114.8 122.1 117.9
Fair value of plan liabilities   (113.1) (113.6) (104.8) (109.5) (102.7)
Surplus   13.2 10.7 10.0 12.6 15.2
Experience adjustments on plan assets   (0.4) 7.3 (9.7) 1.9 2.2
Experience adjustments on plan liabilities   6.2 1.7 (3.4) (4.8) 0.3

17. Deferred income tax
Deferred income tax assets and liabilities are offset where there is a legally enforceable right to offset current tax assets against 
current tax liabilities and when the deferred income taxes relate to the same fi scal authority. 

Deferred tax assets and liabilities are attributable to the following:

 Assets Liabilities Net

  2010 2009 2010 2009 2010 2009
  £m £m £m £m £m £m

Property, plant and equipment  0.5 0.6 (16.2) (11.4) (15.7) (10.8)
Intangible assets  – – (0.3) (0.9) (0.3) (0.9)
Retirement benefi ts  – – (0.3) (0.2) (0.3) (0.2)
Derivative fi nancial instruments  2.1 2.1 – – 2.1 2.1
Provisions  23.4 22.2 – – 23.4 22.2
Employee share options  2.7 0.6 – – 2.7 0.6
Tax losses carried forward  14.5 10.2 – – 14.5 10.2
  43.2 35.7 (16.8) (12.5) 26.4 23.2
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17. Deferred income tax (continued)
The movement in deferred tax assets and liabilities during the year, without taking into consideration the offsetting of balances 
within the same tax jurisdiction, is as follows:

 Accelerated 
 capital   Tax   Share
 allowances Provisions losses Pension Hedging options Intangibles Total
Deferred tax assets/(liabilities) £m £m £m £m £m £m £m £m

At 1 January 2009 (9.7) 4.7 3.7 – 3.3 – (1.8) 0.2
Credited/(charged) to the income statement 0.2 17.3 5.4 (0.1) – 0.4 0.8 24.0
Credited/(charged) directly to equity – – – (0.1) (1.2) 0.2 – (1.1)
Exchange differences (1.3) 0.2 1.1 – – – 0.1 0.1
At 31 December 2009 (10.8) 22.2 10.2 (0.2) 2.1 0.6 (0.9) 23.2
Deferred tax asset 0.6 22.2 10.2 – 2.1 0.6 – 35.7
Deferred tax liability (11.4) – – (0.2) – – (0.9) (12.5)
At 31 December 2009 (10.8) 22.2 10.2 (0.2) 2.1 0.6 (0.9) 23.2

 Accelerated 
 capital   Tax   Share
 allowances Provisions losses Pension Hedging options Intangibles Total
Deferred tax assets/(liabilities) £m £m £m £m £m £m £m £m

At 1 January 2010 (10.8) 22.2 10.2 (0.2) 2.1 0.6 (0.9) 23.2
(Charged)/credited to the income statement (2.8) 0.9 2.2 (0.1) – 0.9 0.7 1.8
Credited directly to equity – – – – – 1.2 – 1.2
Exchange differences (2.1) 0.3 2.1 – – – (0.1) 0.2
At 31 December 2010 (15.7) 23.4 14.5 (0.3) 2.1 2.7 (0.3) 26.4
Deferred tax asset 0.5 23.4 14.5 – 2.1 2.7 – 43.2
Deferred tax liability (16.2) – – (0.3) – – (0.3) (16.8)
At 31 December 2010 (15.7) 23.4 14.5 (0.3) 2.1 2.7 (0.3) 26.4

Deferred taxation has not been provided in the event of the distribution of the unappropriated profi ts or reserves of certain 
overseas subsidiary undertakings as the Group does not currently intend to make such distributions.

At the balance sheet date, the Group has unused tax losses of £6.4 million (2009: £8.6 million) available for offset against future 
profi ts, subject to agreement with the tax authorities. The losses carried forward are in certain entities and can only be utilised 
against future profi ts of those entities. No deferred tax asset has been recognised in respect of these losses as there is uncertainty 
in respect of its future recoverability. In particular, £3.8 million (2009: £3.3 million) of the balance relates to losses arising in the 
Australian consolidated group which are subject to strict recognition rules. The Group is still determining whether the losses can 
be recognised and if so, the extent to which they can be recognised.

Advance corporation tax written off to date amounts to £1.8 million (2009: £1.8 million) and is available for offset against future 
United Kingdom corporation tax liabilities subject to certain conditions being met. The future benefi t of advance corporation tax 
has not been accounted for in the provision of deferred taxation as its recoverability is not probable.

A number of changes to the UK corporation tax system were announced in the June 2010 Budget Statement. Legislation was 
passed in the Finance (No 2) Act 2010 to reduce the main rate of UK corporation tax to 27% as from 1 April 2011. The deferred tax 
balances in these fi nancial statements have therefore been measured at 27%. 

However, in the March 2011 Budget Statement an additional announcement was made advising that the main rate of corporation 
tax will be reduced from 28% to 26% from 1 April 2011. This change was substantively enacted on 29 March 2011 through the 
Provisional Collection of Taxes Act 1968 and is expected to be passed though the Finance Act 2011. Had the new corporate tax 
rate been adopted, the deferred tax assets as of 31 December 2010 would reduce by £0.9 million. Further reductions to the main 
rate are proposed to reduce the main rate of corporation tax by 1% per annum to 23% by 1 April 2014. These changes had not 
been substantively enacted at the balance sheet date, and have therefore not been included in the fi nancial statements.
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18. Inventories

      2010 2009
      £m £m

Materials      5.8 5.0
Work in progress      – 8.7
Finished goods      3.0 3.6
      8.8 17.3

The cost of inventories recognised as an expense has been charged to cost of sales in the income statement and amounted to 
£57.4 million (2009: £43.0 million).

There was no work in progress held at year-end. In the prior year there was a build up of manufacturing components held in stock 
at year-end.

Payments received on account in excess of the value of the work performed on the related contract are included within trade and 
other payables (see note 24).

19. Trade and other receivables

      2010 2009
     Note £m £m

Trade receivables      111.0 115.8
Less: provision for impairment of trade receivables     (2.5) (3.2)
Trade receivables – net      108.5 112.6
Amounts recoverable on contracts      37.4 26.1
Receivables from joint ventures     35 0.5 0.4
Other receivables      16.8 10.7
Prepayments and accrued income      6.9 6.2
      170.1 156.0

Trade receivables include retentions of £11.6 million (2009: £10.1 million).

The fair values of trade and other receivables equals their carrying amount, as the impact of discounting is not material.

Receivables from joint ventures are repayable on demand and bear no interest.

As of 31 December 2010, trade receivables of £5.8 million (2009: £8.7 million) were partially impaired. The amount of the provision 
was £2.5 million (2009: £3.2 million). The individually impaired receivables mainly relate to contracts within the UK and Gulf/Middle 
East. It was assessed that a portion of the receivables is expected to be recovered. The ageing of these receivables is as follows:

      2010 2009
      £m £m

Less than 3 months      1.1 2.4
3 to 6 months      4.4 2.8
7 to 12 months      0.3 2.1
Over 12 months      – 1.4
      5.8 8.7

As of 31 December 2010, trade receivables of £61.2 million (2009: £62.3 million) were past due but not impaired. These relate to a 
number of customers for whom there is no recent history of default. The ageing analysis of these trade receivables is as follows:

      2010 2009
      £m £m

Less than 3 months      55.4 57.4
3 to 6 months      5.5 4.6
7 to 12 months      0.2 0.1
Over 12 months      0.1 0.2
      61.2 62.3
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19. Trade and other receivables (continued)
The carrying amounts of the Group’s trade and other receivables are denominated in the following currencies:

      2010 2009
      £m £m

Australian dollar      25.8 20.0
Bahraini dinar      1.8 0.7
Euro      2.1 0.7
GB pound      53.2 60.1
Kazakhstan tenge      7.1 –
Kuwaiti dinar      0.3 0.5
Omani rial      1.9 0.9
Philippine peso      2.1 2.8
Qatar riyal      13.4 10.2
Saudi Arabian riyal      19.5 18.2
Singapore dollar      12.3 3.3
Thai baht      1.4 1.8
UAE dirham      8.1 9.3
US dollar      21.1 27.5
      170.1 156.0

Provision for impairment of trade receivables:

      2010 2009
      £m £m

At 1 January      3.2 3.5
Provision for receivables impairment      2.0 2.8
Receivables written off during the year as uncollectable     (0.4) (1.2)
Unused amounts reversed      (2.3) (1.9)
At 31 December      2.5 3.2

The creation and release of provision for impaired receivables have been included in cost of sales in the income statement. 
Amounts charged to the bad debt provision account are generally written off when there is no expectation of recovering 
additional cash.

The other classes within trade and other receivables do not contain impaired assets.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned above.

The Group does not hold any collateral as security.
 

20. Cash – IDC Scheme funds (restricted)

      2010 2009
      £m £m

Cash – IDC Scheme funds (restricted)      31.6 33.8

Cape Claims Services Limited (‘CCS’) is the Scheme company in which Scheme funding is accounted for (note 34). Under the 
terms of the Scheme, there is a funding agreement between Cape plc and CCS under which Cape plc has provided CCS with 
initial funding of £40 million. The fund held by CCS of £31.6 million (2009: £33.8 million) is restricted for use primarily in settling 
the asbestos-related liabilities which are all in the UK.
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21. Cash, cash equivalents and bank overdrafts

       Restated
      2010 2009
     Note £m  £m

Cash at bank and in hand      95.8 66.7(d)

Bank overdrafts     22 – (0.4)
Cash, cash equivalents and bank overdrafts in the statement of cash fl ows   95.8 66.3

(d)  Cash and current borrowings have been restated for the reclassifi cation of a short-term loan facility to current borrowings (£13.4 million) which was netted against cash balance 
in the prior year, please refer to note 1.4 for further details.

22. Borrowings

       Restated
      2010 2009
     Note £m  £m

Non-current   
Finance leases      4.4 9.2
Bank loans      109.6 125.4
Cumulative preference shares      0.3 0.3
      114.3 134.9
Current   
Finance leases      5.9 5.4
Bank loans      28.5 39.6(d)

Bank overdrafts     21 – 0.4
      34.4 45.4
Total borrowings      148.7 180.3

Bank borrowings
The bank loans and overdrafts of £138.1 million (2009: £165.4 million) are secured by fi xed and fl oating charges over the assets 
of the Group. Bank loans are stated net of unamortised issue costs of £1.3 million (2009: £2.1 million). The Group incurred issue 
costs of £3.9 million in respect of the fi ve-year facility entered into in September 2007 (amended December 2007 and July 2008) 
under which amounts were drawn down in part to fund the acquisitions in Australia. These issue costs together with the interest 
expense are allocated to the income statement over the fi ve-year term of the facility at a constant rate on the carrying amount.

The carrying amounts and fair value of the non-current borrowings are as follows:

 Carrying amount Fair value

    2010 2009 2010 2009
    £m £m £m £m

Finance leases    4.4 9.2 4.0 8.1
Bank loans    109.6 125.4 96.0 105.5
Cumulative preference shares    0.3 0.3 0.2 0.2
    114.3 134.9 100.2 113.8

The fair value of current borrowings equals their carrying amount, as the impact of discounting is not signifi cant. The fair values are 
based on cash fl ows discounted using a rate based on the borrowing rate of 5.45% (2009: 6.09%).
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22. Borrowings (continued)
The carrying amounts of the Group’s borrowings are denominated in the following currencies:

       Restated
      2010 2009
      £m  £m

Australian dollar      24.1 25.7
GB pound      105.4 136.0(d)

US dollar      19.2 18.6
      148.7 180.3

The Group has the following undrawn borrowing facilities: 
 
      2010 2009
      £m  £m

Floating rate:  
– Expiring beyond 1 year      16.0 13.4

3.5% cumulative preference shares
During the year, the Company had in issue 250,000 cumulative preference shares of £1 with a fi xed cumulative preferential 
dividend of 3.5% per annum payable half yearly in arrears on 31 March and 30 September, and with no redemption entitlement. 
All arrears of dividends were paid up to 30 September 2010, and the dividend due to 31 March 2011 was paid on the due date. 
As stated in note 36, the Preference Shares were repurchased and cancelled on 13 April 2011.

Finance lease liabilities
Finance lease liabilities are payable as follows:

    Present   Present
  Future  value of Future  value of
  minimum  minimum minimum  minimum
  lease  lease lease  lease
  payments Interest payments payments Interest payments
  2010 2010 2010 2009 2009 2009
  £m £m £m £m £m £m

Less than 1 year  6.9 1.0 5.9 6.4 1.0 5.4
Between 1 and 5 years  4.4 – 4.4 10.0 0.8 9.2
  11.3 1.0 10.3 16.4 1.8 14.6

The following table analyses the Group’s remaining contractual maturity of borrowings and fi nance leases. The table has been 
drawn up based on undiscounted cash fl ows of fi nancial liabilities based on the earliest date on which the Group is obliged to pay. 

      2010 2009(d)

      £m  £m

6 months or less      20.0 43.4
6 to 12 months      14.4 18.8
1 to 5 years      114.0 117.8
Over 5 years      0.3 0.3
      148.7 180.3

Trade and other payables are all aged less than 6 months. 

(d)  Cash and current borrowings have been restated for the reclassifi cation of a short-term loan facility to current borrowings (£13.4 million) which was netted against cash balance 
in the prior year, please refer to note 1.4 for further details. 
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23. Financial instruments
Details of fi nancial instruments are set out below.

Financial instruments by category      Other fi nancial 
    Loans and Derivatives used liabilities at 
    receivables for hedging amortised cost Total
31 December 2010    £m £m £m £m

Assets as per balance sheet    
Trade and other receivables (excluding prepayments)   163.2 – – 163.2
Cash and cash equivalents    95.8 – – 95.8
Cash – IDC Scheme funds (restricted)    31.6 – – 31.6
    290.6 – – 290.6
Liabilities as per balance sheet    
Borrowings (excluding fi nance lease liabilities)   – – (138.4) (138.4)
Finance lease liabilities    – – (10.3) (10.3)
Derivative fi nancial instruments    – (4.1) – (4.1)
Trade and other payables (excluding statutory liabilities)   – – (83.0) (83.0)
    – (4.1) (231.7) (235.8)

Financial instruments by category      Other fi nancial 
    Loans and Derivatives used liabilities at 
    receivables for hedging amortised cost Total
31 December 2009 (restated)    £m £m £m £m

Assets as per balance sheet    
Trade and other receivables (excluding prepayments)   149.8 – – 149.8
Cash and cash equivalents    66.3(d) – – 66.3
Cash – IDC Scheme funds (restricted)    33.8 – – 33.8
    249.9 – – 249.9
Liabilities as per balance sheet    
Borrowings (excluding fi nance lease liabilities)   – – (165.7)(d) (165.7)
Finance lease liabilities    – – (14.6) (14.6)
Derivative fi nancial instruments    – (4.4) – (4.4)
Trade and other payables (excluding statutory liabilities)   – – (76.6) (76.6)
    – (4.4) (256.9) (261.3)

Disclosures in respect of the Group’s fi nancial risks are set out below.

(d)  Cash and current borrowings have been restated for the reclassifi cation of a short-term loan facility to current borrowings (£13.4 million) which was netted against cash balance in 
the prior year, please refer to note 1.4 for further details. 

Financial risk management
The Group’s activities expose it to a variety of fi nancial risks: market risk (including foreign exchange, cash fl ow interest rate risk 
and fair value interest rate risk), credit risk and liquidity risk. The Group’s overall risk management programme focuses on the 
unpredictability of fi nancial markets and seeks to minimise potential adverse effects on the Group’s fi nancial performance. The 
Group uses derivative fi nancial instruments to hedge certain risk exposures.

Risk management is carried out by the Group treasury department under policies approved by the Board of Directors. Group 
treasury identifi es, evaluates and hedges fi nancial risks in close cooperation with the Group’s operating units. The Board provides 
written principles for overall risk management, as well as written policies covering specifi c areas, such as foreign exchange risk, 
interest rate risk, credit risk, use of derivative fi nancial instruments and non-derivative fi nancial instruments, and investment of 
excess liquidity.

(a) Market risk
(i) Foreign exchange risk
The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily with 
respect to the Australian dollar, GB pound and the US dollar.

The primary exposure to the Group in terms of foreign currency risk is translation of the subsidiary results. This risk is managed 
primarily through borrowings denominated in the relevant foreign currencies and net investment hedges. No sensitivity analysis 
has been performed for the purposes of these accounts as under IFRS 7 translation related risk is not taken into account.

Foreign currency transaction exposure arising on normal trade fl ows is not hedged. The exposure of overseas operating 
subsidiaries to transaction risk is minimised by matching functional currency income with functional currency costs. Group 
management has completed a sensitivity analysis on the exposure of the Group to reasonable movements in the main functional 
currencies used by the subsidiaries and has concluded that the impact on profi t and equity is minimal.
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23. Financial instruments (continued)
(ii) Cash fl ow and fair value interest rate risk
The Group’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the Group to cash 
fl ow interest rate risk. Borrowings issued at fi xed rates expose the Group to fair value interest rate risk.

As at 31 December 2010, the Group’s debt was denominated in GB pounds, US dollars and Australian dollars and was all at 
a fl oating rate. The Group has interest rate swaps in place for both the US dollar denominated debt and a proportion of the 
GB pound debt.

The Group reviews its interest rate exposure, taking into consideration refi nancing, renewal of existing positions and alternative 
fi nancing and hedging.

Based on various scenarios, the Group manages its cash fl ow interest rate risk by using fl oating to fi xed interest rate swaps. Such 
interest rate swaps have the economic effect of converting borrowings from fl oating to fi xed rates. Under interest rate swaps, the 
Group has entered into transactions to exchange, at specifi ed intervals (primarily quarterly), the difference between fi xed contract 
rates and fl oating rate interest amounts calculated by reference to the agreed notional amounts.

Management has performed a sensitivity analysis on the impact of reasonable movements in interest rates on Group profi t and 
equity and consider that once interest rate swaps in place are considered, the impact is limited.

(b) Credit risk
Credit risk is the risk of fi nancial loss to the Group if a customer or counterparty to a fi nancial instrument fails to meet its 
contractual obligations, and arise principally from the Group’s receivables from customers and deposits with fi nancial institutions.

The Group’s exposure to credit risk (see note 19 for additional information) is infl uenced mainly by the individual characteristics of 
each customer. The Group has an established credit policy under which each new customer is analysed for creditworthiness 
before the Group’s standard payment and delivery terms and conditions are offered. The Group’s review includes external ratings, 
and in some cases bank references.

(c) Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its fi nancial obligations as they fall due (see note 22 for additional 
information). The Group’s approach to managing liquidity is to ensure that it will always have suffi cient liquidity to meet its liabilities 
when due, under both normal and stressed conditions, without incurring unacceptable losses or damage to the Group’s reputation.

(d) Capital management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to 
provide returns for shareholders and benefi ts for other stakeholders and to maintain an optimal capital structure to reduce the cost 
of capital.

In order to maintain or adjust the capital structure the Group may adjust the amount of dividends payable to shareholders, return 
capital to shareholders, issue new shares or sell assets to reduce debt.
 
(e) Accounting for derivative fi nancial instruments and hedging activities
On inception derivatives are accounted and measured at fair value and subsequently remeasured at fair value. The gain or loss 
on remeasurement is taken to the income statement except where the derivative is a designated hedging instrument when it is 
recognised in equity. The accounting treatment of derivatives classifi ed as hedges depends on their designations, which occurs 
on the date that the derivative contract is committed to. The Group designates derivatives as:

– a hedge of the income/cost of a highly probable forecasted transaction or commitment (‘cash fl ow hedge’);
– a hedge of the net investment in a foreign entity (‘net investment hedge’); and
– a hedge of the fair value of an asset or liability (‘fair value hedge’).

In order to qualify for hedge accounting, the Group documents in advance the relationship between the item being hedged and 
the hedging instrument and demonstrates the relationship between the hedged item and the hedging instrument, to show that the 
hedge will be effective on an ongoing basis. Testing the effectiveness of the hedging instrument is performed semi-annually.

Gains or losses on cash fl ow hedges that are regarded as highly effective are recognised in equity. Where the forecast transaction 
results in a fi nancial asset or liability, the gains or losses previously recognised in equity are reclassifi ed to the income statement in 
the same period as the asset or liability affects income or expenditure. Where the forecasted transaction or commitment results in 
a non-fi nancial asset or a liability, then any gains or losses previously deferred in equity are included in the cost of the related asset 
or liability. If the forecasted transaction or commitment results in future income or expenditure, gains or losses deferred in equity 
are transferred to the income statement in the same period as the underlying income or expenditure.
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23. Financial instruments (continued)
For the portion of hedges deemed ineffective or transactions that do not qualify for hedge accounting under IAS 39, any change in 
assets or liabilities is recognised immediately in the income statement. Where a hedge no longer meets the effectiveness criteria, 
any gains or losses deferred in equity are only transferred to the income statement when the committed or forecasted transaction 
is recognised in the income statement. However, where the Group applied cash fl ow hedge accounting for a forecasted or 
committed transaction that is no longer expected to occur, then the cumulative gain or loss that has been recorded in equity is 
transferred to the income statement. When a hedging instrument expires or is sold, any cumulative gain or loss existing in equity 
at that time remains in equity and is recognised when the forecast transaction is ultimately recognised in the income statement.

Where the Group hedges net investments in foreign entities through currency borrowings that are regarded as highly effective, 
the gains or losses on the translation of the borrowings are recognised in equity. If the Group uses derivatives as the hedging 
instrument, the effective portion of the hedge is recognised in equity with any ineffective portion recognised in the income 
statement. On disposal of the foreign operation gains and losses accumulated in equity are transferred to the income statement.

The Group has not entered into any fair value hedges.

The fair values of short-term deposits, loans and other borrowings with a maturity of less than one year are assumed to 
approximate to their book values. In the case of the bank loans and other borrowings due in more than one year, the fair value 
of fi nancial liabilities for disclosure purposes is estimated by discounting the future contractual cash fl ows at the current market 
interest rate available to the Group for similar fi nancial instruments. The fair value of the interest rate swaps (cash fl ow hedges) 
are calculated using quoted prices in active markets for identical assets and liabilities.

The notional principal amounts of the outstanding interest rate swap contracts at 31 December 2010 were £78.4 million 
(2009: £85.6 million).

At 31 December 2010 the main fl oating rates were UK LIBOR, US LIBOR and Australian inter bank rate. Interest rate swaps 
were in place which swapped fl oating LIBOR amounts for fi xed rates. UK LIBOR was swapped for a fi xed rate of 5.145% on 
£60 million of the GB pound debt and 5.66% on £7 million of the sterling debt. US LIBOR was swapped for a fi xed rate of 3.23% 
on $30 million of US dollar denominated debt. 

  2010 2009

    Assets Liabilities Assets Liabilities
    £m £m £m £m 

Interest rate swaps – cash fl ow hedges    – (4.1) – (4.4)
Total    – (4.1)  – (4.4)

There was no ineffectiveness to be recorded from net investment in foreign entity hedges.

24. Trade and other payables

      2010 2009
      £m  £m

Payments received on account      4.7 3.5
Trade payables      37.0 30.0
Social security and other taxes      17.3 19.1
Other payables      25.9 24.3
Payables to joint ventures      – 0.6
Accrued expenses      15.4 18.2
      100.3 95.7

Other payables include £0.5 million (2009: £0.9 million) in respect of deferred contingent consideration.

Trade payables to joint ventures are repayable on demand and bear no interest.

25. Current income tax liabilities
   
      2010 2009
      £m  £m

UK taxation      8.6 5.3
Overseas taxation      4.5 6.0
      13.1 11.3

Notes to the fi nancial statements
continued
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26. Provisions for liabilities and charges

  At 1   Unwind of  At 31
  January  Provisions Provisions provision  Provision December
  2010 charged released discount utilised 2010
  £m  £m £m £m £m £m

Industrial disease provision  80.2 – – 4.0 (2.5) 81.7
Other provisions  5.4 0.9 (0.8) – (0.2) 5.3
  85.6 0.9 (0.8) 4.0 (2.7) 87.0

Due to the inherent uncertainty regarding the timing of settlement, all provisions have been classed as non-current.

Industrial disease provision
There is a history of asbestos claims being lodged against the Cape Group. Where the Group has deemed that it is appropriate 
to do so, settlement has been made. 

In order to provide for the long-term fi nancing of future asbestos related claims likely to be made successfully against the Group, 
in 2006 Cape plc put in place a Scheme of Arrangement, details of which are set out in note 34.

In accordance with the terms of the Scheme, the Directors have commissioned independent actuaries to review and provide 
estimates of the Group’s unpaid and uninsured asbestos related claims as at 31 December 2010. 

The actuaries provided a reasonable range of estimates which resulted in a range of £60 million (2009: £60 million) to £100 million 
(2009: £100 million) with a consistent central estimate of £81.7 million (2009: £79.0 million).

The actuaries’ estimates are of the aggregate projected, discounted value, net of insurance recoveries, of the unpaid UK 
asbestos-related claims. 

There has been an overall increase in the 2010 central estimate, in comparison to what was anticipated during the last full actuarial 
review in 2007. While there has been better than expected claims experience overall between full reviews, this has been more than 
offset by an overall strengthening of assumptions. The main assumptions in question are as follows:

a)  Future population mortality – these assumptions have been updated to the latest population projections from the Offi ce for 
National Statistics: “English Males, Principal assumption” to refl ect the latest views on longevity trends. This has contributed to an 
increase of estimates over all disease types.
b) Average claim size – this has increased for mesothelioma claims as a result of an analysis of the historical experience together 
with an update of the benchmark model, which shows an approximate increase of around 10% in average indemnity over the 
base period.

Overall claims experience within Cape has been favourable for the high value claims such as mesothelioma and lung cancer, 
although slightly worse than expected for asbestosis and pleural thickening.

The assumptions made in assessing the appropriate level of provision include:

i.  Future claim numbers – the latest disease emergence studies conducted in the UK by the HSE were used along with several 
academic studies. These were overlaid with Cape specifi c exposure data and the latest population mortality projections from 
the Offi ce for National Statistics.

ii. Future average claim sizes.
iii. Allocation of gross claims to exposure year for the purposes of estimating insurance recoveries.
iv. Future UK earnings and judicial infl ation.
v. Claims payment pattern for known claims and future reported disease claims.

Due to the nature of this provision there remains uncertainty over the number, nature, timing and validity of future claims which 
could occur over a period of more than 40 years and the provision will be updated should any material change occur. However, 
the Directors anticipate that, assuming no material deterioration in the Group’s trading performance, the Group will be able to 
ensure that (i) its subsidiary Cape Claims Services Limited will be suffi ciently funded to satisfy all Scheme claims and (ii) the 
Group will be suffi ciently funded to satisfy any UK asbestos-related claims falling outside of the Scheme.

The provision in respect of the industrial disease is discounted at 5% (2009: 5%). The deferred tax asset related to this provision 
is shown within the deferred tax balance (note 17). The net discounted after tax provision is £58.3 million as shown below.

Total provision       £81.7m
Deferred tax benefi t       £(22.1)m
Net provision after tax       £59.6m
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27. Commitments
(a) Capital commitments
Capital expenditure contracted for at the balance sheet date but not yet incurred:

      2010 2009
      £m  £m

Property, plant and equipment      1.6 1.5

These commitments are expected to be settled in the following fi nancial year.

(b) Operating lease commitments
The Group leases various properties, plant and machinery under non-cancellable operating lease agreements. The leases have 
varying terms, escalation clauses and renewal rights. The lease expenditure charged to the income statement during the year was 
£2.9 million (2009: £3.2 million) property leases, and £13.6 million (2009: £14.1 million) plant and equipment leases.

The future aggregate minimum lease payments under non-cancellable operating leases are due:

     Plant and  Plant and
    Property equipment Property equipment
    2010 2010 2009 2009
    £m £m £m £m

Within 1 year    1.8 2.0 2.6 2.1
Later than 1 year and less than 5 years    2.9 3.9 3.9 2.4
After 5 years    1.3 – 0.9 –
    6.0 5.9 7.4 4.5
 

28. Share capital

    2010 2010 2009 2009
Issued and fully paid    Number £m Number £m

Ordinary shares of 25p each    
At 1 January    116,029,082 29.0 114,989,087 28.8
Issue of shares and options in settlement of deferred consideration  – – 677,726 0.1
Exercise of share options    915,914 0.2 362,269 0.1
At 31 December    116,944,996 29.2 116,029,082 29.0
    
Deferred shares of 1p each    
At 1 January    431,906,031 4.3 431,906,031 4.3
Purchased for cancellation    (431,906,031) (4.3) – –
At 31 December    – – 431,906,031 4.3
    
plc Scheme share    
At 1 January and 31 December    1 – 1 –

     29.2  33.3

Deferred shares
The holders held no dividend rights, redemption entitlement or voting rights. On a winding up the holders were entitled to 
repayment of capital only after ordinary shareholders had received £100 for each ordinary share. Following approval by 
shareholders on 20 May 2010, the deferred shares were purchased for an aggregate consideration of £1 and cancelled on 
20 August 2010.

plc Scheme Share
The plc Scheme Share is held by the Law Debenture Trust Corporation plc on behalf of the Scheme creditors.

The rights attaching to the share are designed to ensure that Scheme assets are only used to settle Scheme claims and ancillary 
costs and do not confer any right to receive a distribution or return of surplus capital save that the holder will have the right to 
require the Company to redeem the share at par value on or at any time after the termination of the Scheme.

The share carries two votes for every vote which the holders of the other classes of shares in issue are entitled to exercise on any 
resolution proposed during the life of the Scheme to engage in certain activities specifi ed in the Company’s Articles of Association.

The Company will not be permitted to engage in certain activities specifi ed in the Company’s Articles of Association without the 
prior consent of the holder of the share.

Notes to the fi nancial statements
continued



 77Cape plc Annual Report 2010

2
0
1
0
 o

p
e

ra
tio

n
s

G
o

ve
rn

a
n

c
e

Fina
nc

ia
l sta

te
m

e
nts

28. Share capital (continued)
Share based payments
The Group has a savings related share option scheme (‘Sharesave plan’) which entitles employees of the Group to buy shares 
in the Company. Grants of share options under this scheme are offered to employees periodically and the options are usually 
awarded at a 20% discount to the market price at the date the options are offered to employees. These options must be exercised 
within six months of the vesting date.

The Employee Incentive Plan (EIP) allows the Group to grant options to Directors and senior employees. The EIP carries a 
non-market based performance criteria. The contractual life of the options is 10 years. The options become exercisable on 
the third anniversary of the date of grant, subject to a growth in earnings per share over that period exceeding an average 3% 
compounded annually above the growth in the consumer price index over the same period. Exercise of an option is subject to 
continued employment.

The Performance Share Plan (PSP) is the award of Ordinary Shares at no cost to the participant employees or Executive Directors 
of the Group. Awards are made upon the terms set out in the plan and such other additional terms as the Board shall determine. 
Vesting of the conditional awards made to date is subject to Cape plc adjusted diluted Earnings Per Share (EPS) meeting the 
specifi ed performance criteria over a three-year vesting period. The performance criteria is, adjusted diluted EPS growth of the 
Retail Price Index (‘RPI’) plus 3% for the minimum of 30% of the shares awarded to vest, and EPS growth of RPI plus 10% for 
all of the shares awarded to vest, calculated on an annually compounded basis. The contractual life of the award is three years 
and is subject to continued employment.

Options are valued using the Black-Scholes option pricing model. The fair value per option granted and the assumptions used 
in the calculation for the current and preceding year are as follows: 

     Employee  3-year 5-year
     Incentive Plan Sharesave plan  Sharesave plan 

Weighted average fair value at measurement date    80.9p 87.5p 110.0p
Share price at grant date     269.0p 266.0p 266.0p
Exercise price     269.0p 230.0p 230.0p
Vesting period     3 years 3 years 5 years
Expected option life     3.95 years 3.25 years 5.25 years
Risk free interest rate     4.97% 4.89% 4.89%
Expected share price volatility     28% 27% 28%

The expected share price volatility is based on historic volatility. The expected option life is the average expected period to 
exercise. The risk free rate of return is the yield on a fi ve-year zero coupon UK Government bond. The assumed dividend yield 
is zero.

The shares issued under the PSP, are deemed to have a fair value equivalent to the share price on the day of grant. Therefore 
the shares granted in March 2010 have a fair value of 240.5 pence.

The number and weighted average exercise price of the share options under the EIP and Sharesave plan and the share awards 
under the PSP are as follows:

     Weighted average Number of Weighted average Number of 
    exercise price share options exercise price share options
    2010  2010 2009 2009
Employee Incentive Plan    (pence)  (pence) 

Outstanding at 1 January    235.0 1,565,000 223.1 2,182,500
Exercised    206.7 (747,500) 147.3 (215,000)
Forfeited    269.0 (85,000) 217.2 (402,500)
Outstanding at 31 December    260.7 732,500 235.0 1,565,000

Out of the 732,500 outstanding options (2009: 1,565,000 options), 732,500 options (2009: 562,500) were exercisable. Options 
exercised in 2010 resulted in 5,000 shares (2009: 110,000 shares) being issued at £1.20 each, 492,500 shares (2009: 105,000) 
being issued at £1.76 each and 250,000 shares (2009: nil) being issued at £2.69 each. The options were exercised on a regular 
basis during the year. The average share price in 2010 was £2.78 (2009: £1.57).
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28. Share capital (continued)

     Weighted average Number of Weighted average Number of 
    exercise price share options exercise price share options
    2010  2010 2009 2009
Sharesave Plan    (pence)  (pence) 

Outstanding at 1 January    178.2 922,785 173.4 1,352,023
Exercised    204.3 (141,437) 135.6 (147,269)
Forfeited    187.4 (129,197) 177.4 (281,969)
Outstanding at 31 December    168.0 652,151 178.2 922,785

Out of the 652,151 outstanding options (2009: 922,785 options), 39,455 options (2009: 35,620) were exercisable. Options 
exercised in 2010 resulted in 38,272 shares (2009: 146,377 shares) being issued at £1.35 each and 103,165 shares (2009: 892) 
being issued at £2.30 each.

     Weighted average Number of Weighted average Number of 
    exercise price share options exercise price share options
    2010  2010 2009 2009
Performance Share Plan    (pence)  (pence) 

Outstanding at 1 January    – 3,363,386 – 900,201
Exercised    – (26,977) – –
Granted    – 1,046,628 – 2,648,712
Forfeited    – (181,110) – (185,527)
Outstanding at 31 December    – 4,201,927 – 3,363,386

Out of the 4,201,927 outstanding PSP awards (2009: 3,363,386 awards), 26,977 awards vested in 2010 (2009: nil).
 
Share options and awards outstanding at the end of the year have the following expiry date and exercise prices:
   

Employee Incentive Plan     Exercise price per
Expiry date     share (pence) 2010 2009

24 October 2015     120.0 – 5,000
7 July 2016     176.0 65,000 557,500
1 April 2017     269.0 667,500 1,002,500
      732,500 1,565,000

Sharesave plan     Exercise price per
Expiry date     share (pence) 2010 2009

1 March 2010     135.0 – 35,620
1 June 2011     230.0 404,495 465,073
1 March 2012     135.0 39,455 170,363
1 June 2013     230.0 208,201 251,729
      652,151 922,785

Performance Share Plan     Exercise price per
Expiry date     share (pence) 2010 2009

28 April 2011     – 562,238 582,296
23 September 2011     – 123,830 150,216
30 April 2012     – 2,104,630 2,144,630
29 July 2012     – 370,491 486,244
17 March 2013     – 1,040,738 –
      4,201,927 3,363,386

On 17 March 2010 1,046,628 share awards were awarded to Directors and employees under the PSP which vest after three years 
subject to performance criteria being met. If the criteria are met, the awards vest at no cost to the employees and Directors.

The total charge for the year relating to employee share based payment plans was £2.2 million (2009: £1.6 million), all of which 
related to equity settled share based payment transactions.

Notes to the fi nancial statements
continued
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29. Dividends per share
An interim dividend was paid in 2010 amounting to £4,660,619 (4 pence per share) (2009: £nil). A fi nal dividend in respect of 
the year ended 31 December 2010, of 8 pence per share, is to be proposed at the General Meeting convened for 25 May 2011, 
making a total dividend of 12 pence for the year. These fi nancial statements do not refl ect this fi nal dividend payable.

30. Cash generated from operations
(a) Reconciliation of Group operating profi t to net operating cash fl ow from operating activities

      2010 2009
      £m  £m

Cash fl ows from operating activities  
Continuing operations  
Operating profi t/(loss) for the year      75.2 (6.5)
Depreciation      17.4 15.8
Amortisation of intangibles      2.6 2.9
Share option charge      2.2 1.6
Loss on sale of property, plant and equipment     0.1 1.4
Difference between pension charge and cash contributions    (0.7) (0.5)
Share of profi t of joint ventures      (0.1) 1.6
Decrease/(increase) in inventories      3.9 (0.5)
Decrease in trade and other receivables      0.2 22.4
(Decrease) in trade and other payables      (2.3) (29.2)
(Decrease)/increase in provisions (excluding deferred tax)    (0.4) 71.2
Industrial disease costs paid      0.4 4.2
Cash generated from continuing operations     98.5 84.4
  
Discontinued operations  
Profi t for the year      0.4 –
Decrease in provisions      (0.4) –
Cash outfl ow from discontinued operations     – –
Cash generated from operating activities     98.5 84.4

In the statement of cash fl ows, proceeds from sale of property, plant and equipment comprise:

      2010 2009
      £m  £m

Net book amount      0.4 2.5
Loss on disposal of property, plant and equipment     (0.1) (1.4)
Proceeds from disposal of property, plant and equipment    0.3 1.1

(b) Analysis of cash fl ows relating to restricted funds

      2010 2009
      £m  £m

At 1 January      33.8 37.5
Payment of Scheme creditors      (2.2) (4.1)
Operating costs      – (0.1)
Interest received      – 0.5
At 31 December      31.6 33.8
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31. Repayment of borrowings
The repayment of borrowings shown in the cash fl ow statement represents a scheduled repayment under the Group’s Senior Debt 
facility, in addition to a £13.4 million tranche of the Ancillaries under the same facility.

32. Settlement of loan notes
The loan notes of nil (2009: £3.7 million) relate to deferred consideration payable for the acquisition of the DBI Group which took 
place during 2006. These loan notes were settled during January 2009. 

33. Contingencies
The Group has contingent liabilities in respect of guarantees and bonds entered into in the normal course of business, in respect 
of which no loss is expected.

34. The Scheme of Arrangement
On 14 June 2006, the Scheme became effective and binding upon Cape plc and the following 12 of its wholly-owned subsidiaries:

Cape Building Products Limited
Cape Calsil Systems Limited
Cape Contracts International Limited
Cape Durasteel Limited
Cape East Limited
Cape Industrial Services Limited
Cape Industries Limited
Cape Insulation Limited
Cape Specialist Coatings Limited
Predart Limited
Somewatch Limited
Somewin Limited

The detailed terms of the Scheme are set out in the Scheme itself, a copy of which has been fi led with the Registrar of Companies, 
the Articles of Association of Cape plc and Cape Claims Services Limited (‘CCS’) and a number of other ancillary agreements. The 
effect of the Scheme as a whole can be summarised as follows:

(a)  While Scheme creditors retain their rights against Scheme companies, and may bring proceedings against Scheme 
companies for declaratory relief to determine whether they have a claim and, if so, of what amount, their rights, subject as 
provided in sub paragraphs (k) and (m) below are only enforceable against CCS under the terms of the Scheme guarantee;

(b)  CCS was funded in the fi rst instance with a sum of £40 million which represented what was considered to be a suffi cient sum 
to discharge CCS’s liabilities to Scheme creditors which became payable over at least eight years from 1 January 2006;

(c)  Every three years there is an assessment of the projected Scheme claims against Scheme companies payable by CCS over 
the following nine years, by reference to which the Funding Requirement, is established;

(d)  The use of Scheme funds is restricted to the payment of established Scheme claims and Scheme creditor costs;
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34. The Scheme of Arrangement (continued)
(e)  In the event that an assessment reveals a shortfall between the Scheme assets and the Funding Requirement, the Company 

will top up CCS’s funding over the following three years provided that suffi cient cash is available, Cape’s obligation being 
limited to 70% of the Group’s consolidated adjusted operational cash fl ow (including, for example, adjustments to take account 
of acquisitions, an element of capital expenditure and repayment of borrowing facilities);

(f)  Should the Company not be able to meet its top up obligation in any one year, it will be required to make good the shortfall in 
the next year, again subject to suffi cient cash being available;

(g)  Alongside the Funding Requirement there is the Scheme Funding Requirement which is assessed every year by reference to 
projected Scheme claims against Scheme companies payable by CCS over the next six years;

(h)  If at any time the ratio of the Scheme assets to the Scheme Funding Requirement (the Scheme Funding Percentage) falls 
below 60%, CCS will have the ability to reduce the percentage (the Payment Percentage) of each established claim which it 
pays to Scheme creditors until such time as the Scheme Funding Percentage is restored to 60%;

(i)  Cape is permitted to pay dividends provided that at the time of payment (i) the Scheme Funding Percentage in relation to the 
last preceding fi nancial year was certifi ed to be not less than 110%, (ii) the Directors of Cape certify that they anticipate that 
the Scheme Funding Percentage for the current and following fi nancial year will be not less than 110% and (iii) the Payment 
Percentage has not at any time within the previous 40 business days been below 100%. Any distribution which Cape proposes 
to make to its shareholders may not, without the consent of the Scheme Shareholder, exceed the greater of (i) 50% of the 
consolidated operating profi ts of the Group for the last preceding fi nancial year and (ii) the aggregate of any permitted 
dividends made in the preceding fi nancial year. This restriction therefore places a cap on the amount of dividends that the 
Company may pay in any one year;

(j)  There have been established special voting shares (the Scheme Shares) in CCS and Cape which are held by an independent 
third party (the Scheme Shareholder) on trust for Scheme creditors. The Scheme Shares have special rights which are 
designed to enable the Scheme Shareholder to protect the interests of Scheme creditors;

(k)  In the case of certain Scheme creditors (Recourse Scheme Creditors), who are those Scheme creditors whose claims are 
in whole or in part the subject of a contract of insurance (Recourse Scheme Claims) their rights to enforce their Recourse 
Scheme Claims against a relevant Scheme company will revive in certain circumstances. These circumstances are where the 
relevant Scheme company is insolvent or where there has been a specifi ed reduction in the Payment Percentage and if the 
Scheme creditor was able to bring about the insolvency of the relevant Scheme company he would be able to recover greater 
compensation from the FSCS (‘Financial Services Compensation Scheme’) or, in certain circumstances, from a solvent insurer 
than is available from CCS at that time under the Scheme. There will be a specifi ed reduction if either (i) the Payment 
Percentage has been reduced below 100% but above 50% and the Scheme creditor has not been paid in full after 12 months 
or (ii) the Payment Percentage is reduced to 50% or below;

(l)  Each Scheme company will agree to hold on trust for any Scheme creditor concerned the proceeds of any policy of insurance 
(or any compensation received from the FSCS) referable to that Scheme claim;

(m)  The restriction described in sub-paragraph (a) above will not apply to proceedings to enforce the right to confer under 
sub-paragraph (l) above; and

(n)  There are provisions contained in two reimbursement agreements which preserve certain rights of proof by CCS and Cape 
respectively in any insolvency of Cape or any of the other Scheme companies.
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35. Related party transactions
The Company has taken advantage of the exemption available under IAS 24 not to disclose any transactions or balances between 
Group entities that have been eliminated on consolidation.

      2010 2009
      £m  £m

(a) Key management compensation       
Short-term employee benefi ts      2,427 2,363
Post-employment benefi ts      163 163
Share based payments      997 743
      3,587 3,269
       
(b) Directors       
Aggregate emoluments      1,903 1,903
Company contributions to defi ned contribution pension scheme    117 117
      2,020 2,020
       
Highest paid Director       
Aggregate emoluments      1,066 1,066
Defi ned contribution pension scheme:       
Contributions in year      70 70

The key management with Group wide responsibility are considered to be the Group Directors and the head offi ce Group 
management team.

No Directors (2009: none) accrued benefi ts under the Group’s defi ned benefi t pension scheme.

(c) Other related party transactions
There have been no material transactions with other related parties during the year. As at the year-end there was a balance of 
£0.5 million (2009: £0.4 million) owed by joint ventures.

36. Post balance sheet events
Facilities refi nancing
On 5 January 2011, The Group signed an agreement to refi nance its banking facilities through to June 2015 with a new 
£220 million syndicated credit facility. 

Repurchase and cancellation of Preference Shares 
On 25 March 2011, the Company entered into a share purchase agreement (the “Agreement”) with the registered holder of 
250,000 preference shares of £1 each in the capital of Company, being all the preference shares in issue (the “Preference 
Shares”), pursuant to which the Company agreed to purchase the Preference Shares for an aggregate amount of £284,200 
(the “Consideration”), following which the Preference Shares would be cancelled. 

The terms of the Agreement were approved by shareholders at a General Meeting of the Company held on 13 April 2011, 
and the Preference Shares were cancelled on that date. 

General Meeting and Scheme of Arrangement
The Company has recently mailed to shareholders a Circular containing inter alia details of a proposed Scheme of Arrangement 
(the “Scheme”) to establish a new Jersey incorporated holding company of the Cape Group and related matters (the “Proposals”) 
and convening a General Meeting to approve the Proposals (“GM”). 
 
Copies of the Circular may be obtained from the Company’s registered offi ce at 9 The Square, Stockley Park, Uxbridge, 
Middlesex UB11 1FW, and are available on the Cape Group’s website at www.capeplc.com.
 
Publication of Prospectus
The proposed new holding company has also published a Prospectus in connection with its planned introduction to the 
Premium Listing Segment of the Offi cial List of the Financial Services Authority and to trading on the London Stock Exchange’s 
main market, copies of which are available on the Cape Group’s website at www.capeplc.com.

Notes to the fi nancial statements
continued
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Parent Company balance sheet (UK GAAP)
at 31 December 2010

      2010 2009
     Note £m  £m

Fixed assets   
Investments     4 62.9 31.3
      62.9 31.3
   
Current assets   
Debtors     5 128.1 147.3
      128.1 147.3
   
Creditors: amounts falling due within one year   
Short-term borrowings     7 (24.2) (40.1)
Other creditors     7 (2.9) (2.5)
Derivative fi nancial liabilities     7 (3.0) (4.4)
      (30.1) (47.0)
Net current assets      98.0 100.3
   
Total assets less current liabilities      160.9 131.6
   
Creditors: amounts falling due after more than one year   8 (94.1) (108.2)
   
Provisions for other liabilities and charges    9 (3.8) (9.0)
   
Net assets excluding pension liability      63.0 14.4
Pension liability      (0.3) (0.3)
Net assets including pension liability      62.7 14.1
   
Capital and reserves   
Called up share capital     10 29.2 33.3
Share premium account     11 10.8 9.2
Special reserve     11 1.0 1.0
Profi t and loss account     11 21.7 (29.4)
Total shareholders’ funds      62.7 14.1

These accounts were approved by the Board of Directors on 16 May 2011 and were signed on its behalf by:

Martin K May Chief Executive
Richard Bingham Chief Financial Offi cer

The notes and information on pages 84 to 90 form part of these accounts.
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Parent Company
Notes to the fi nancial statements (UK GAAP)

1. Accounting policies
Basis of preparation
The fi nancial statements are prepared on the going concern 
basis under the historical cost convention as modifi ed by the 
revaluation of derivatives at fair value, and in accordance with 
the Companies Act 2006 and applicable accounting standards 
in the United Kingdom. The Company’s fi nancial statements 
have been prepared in accordance with accounting principles 
generally accepted in the United Kingdom and are therefore 
being presented separately from the consolidated fi nancial 
statements of Cape plc, which have been prepared in 
accordance with International Financial Reporting Standards 
(IFRS) as adopted by the European Union (EU) and 
International Financial Reporting Interpretations Committee 
(IFRIC) Interpretations.

As permitted by section 408 of the Companies Act 2006 
the Company has elected not to present its own profi t and 
loss account for the year. The Company has decided not to 
prepare a cash fl ow statement. In accordance with FRS 8 
the Company has taken the exemption not to disclose related 
party transactions with entities that are part of the Cape plc 
Group. FRS 29 Financial instruments: Disclosures became 
effective from 1 January 2008. As the consolidated fi nancial 
statements have been prepared in accordance with IFRS 7, 
the Company is exempt from the disclosure requirements 
of FRS 29. Other new accounting standards issued by the 
Accounting Standards Board and effective from 1 January 
2010 have had no impact on the accounts of the Company.

Dividend income
Dividend income is recognised in the income statement as 
part of other income when the Company’s right to receive 
payments is established.

Fixed asset investments
Investments are held at cost less impairment.

Use of estimates and assumptions
The preparation of these fi nancial statements requires 
management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities at the date of 
the fi nancial statements and the reported amounts of revenue 
during the reporting period. Actual results could differ from 
these estimates. Information about such judgements and 
estimation is contained in individual accounting policies.

Key sources of estimation uncertainty that could cause an 
adjustment to be required to the carrying amount of asset 
or liabilities within the next accounting period are:

– review of carrying value of fi xed asset investments;
–  estimation of liabilities for pension and other post 

retirement costs;
– liabilities in relation to industrial disease claims;
– liabilities in relation to central provisions; and
– recoverability of deferred tax assets.

Compensation for industrial disease
Provision is made for compensation for industrial disease 
where it is possible to estimate the liability with suffi cient 
reliability. This is in respect of both claims lodged and 
outstanding at the period end and future potential claims. 
Where this is not possible, a contingent liability is noted. 
Benefi t is recognised for insurance recoveries for claims 
provided when they are anticipated with virtual certainty.

Provisions
Provisions for liabilities, except for those for industrial disease, 
are made where the timing or amount of settlement is 
uncertain. A provision is recognised when: the Company has 
a present legal or constructive obligation as a result of past 
events; it is probable that an outfl ow of resources will be 
required to settle the obligation and the amount has been 
reliably estimated.

Deferred income taxation
Deferred taxation is recognised in respect of all timing 
differences that have originated but not reversed at the 
balance sheet date where transactions or events have 
occurred at that date that will result in an obligation to pay 
more, or a right to pay less, tax in the future. Resultant 
deferred tax assets are recognised only to the extent that it 
is considered more likely than not that there will be suitable 
taxable profi ts from which the underlying timing differences 
can be deducted, or where there are deferred tax liabilities 
against which the assets can be recovered. Deferred tax is 
measured on an undiscounted basis at the tax rates that are 
expected to apply in the periods in which timing differences 
reverse, based on tax rates and laws enacted or substantively 
enacted at the balance sheet date.

Borrowings
Borrowings are recognised initially at the amount of the 
consideration received after deduction of issue costs. Issue 
costs together with fi nance costs are charged to the profi t 
and loss account over the term of the borrowings and 
represent a constant proportion of the balance of capital 
repayments outstanding.

Cumulative preference shares are classifi ed as liabilities. 
The dividends on these preference shares are recognised 
in the income statement as an interest expense.

Borrowings are classifi ed as current liabilities unless the 
Company has an unconditional right to defer settlement of 
the liability for at least 12 months after the balance sheet date.

Cash at bank and in hand
Cash at bank and in hand include cash in hand, deposits 
held on call with banks and other short-term highly liquid 
investments with original maturities of three months or less. 
Bank overdrafts are shown within borrowings in current 
liabilities on the balance sheet.
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Share capital
Ordinary shares and deferred shares are classifi ed as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, 
from the proceeds.

Accounting for derivative fi nancial instruments and hedging activities
The Company has adopted FRS 26 and has accounted for derivative fi nancial instruments consistent with the method adopted 
by the Group shown on page 73 of the fi nancial statements.

Share based payments
The Company issues equity settled share based payments to certain employees which must be measured at fair value and 
recognised as an expense in the profi t and loss account with a corresponding increase in equity. The fair values of these 
payments are measured at the dates of grant using option pricing models, taking into account the terms and conditions upon 
which the awards are granted. The fair value is recognised over the period during which employees become unconditionally 
entitled to the awards subject to the Company’s estimate of the number of awards which will lapse, either due to employees 
leaving the Group prior to vesting or due to non-market based performance conditions not being met.

Proceeds received on the exercise of share options are credited to share capital and share premium.

Pensions
The Group operates two major pension schemes in the UK, one is a defi ned benefi t scheme and the other is a defi ned 
contribution scheme. The assets of the plan are held separately from those of the Company in an independently 
administered fund.

(a) Defi ned benefi t plan
This is a legacy balance from a defi ned benefi t scheme which has now closed.

(b) Defi ned contribution plan
Payments to the defi ned contribution plan are charged to the profi t and loss account as an expense as they fall due.

2. Profi t/(loss) of the Company
The profi t for the fi nancial year attributable to the Company was £50.4 million (2009: loss of £10.0 million).

Auditor remuneration is disclosed in note 8 to the Group fi nancial statements.

3. Employees and Directors
Employment costs, including Directors’ emoluments

      2010 2009
      £m  £m

Wages and salaries      4.1 4.0
Social security      0.5 0.4
Other pension costs      0.2 0.2
Cost of employee share scheme      1.1 0.8
      5.9 5.4

Details of share based payments are disclosed in note 28 to the Group accounts and in the Directors’ remuneration report on 
page 29. 
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Parent Company
Notes to the fi nancial statements (UK GAAP)
continued

4. Fixed asset investments

       Group Companies
       £m

Cost: 
At 1 January 2010       66.6
Additions       –
At 31 December 2010       66.6
 
Impairment 
At 1 January 2010       35.3
Impairment*       1.2
Reversal of provision for impairment**       (32.8)
At 31 December 2010       3.7
 
Net book amount: 
At 31 December 2010       62.9
At 31 December 2009       31.3

The Directors believe that the carrying value of the investments is supported by their underlying net assets.

*  Impairment relates to write down of investment in dormant company Predart Limited.
**  Reversal of impairment relates to the change in the ownership of Cape Calsil Group Limited (CCGL) which was transferred from the parent company to Cape Industrial Services 

Group Limited (CISGL) for a share for share exchange. As parent company no longer owns CCGL directly, the provision for impairment of £32.8 million was reversed.

5. Debtors

      2010 2009
     Note £m  £m

Amounts owed by Group undertakings      117.0 134.6
Other debtors      0.6 1.9
Group relief receivable      3.4 3.4
UK taxation      1.3 4.2
Deferred tax     6 5.8 3.2
      128.1 147.3

Amounts owed by Group undertakings are unsecured, have no fi xed date of repayment and are repayable on demand.

6. Deferred taxation

      2010 2009
     Note £m  £m

Deferred taxation asset comprises:   
Short-term timing differences      5.8 3.2
   
Net deferred taxation asset   
At 1 January      3.2 4.2
Amount credited to profi t and loss account     2.9 0.2
Amount (debited) to reserves     11 (0.3) (1.2)
At 31 December      5.8 3.2
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7. Creditors: amounts falling due within one year

      2010 2009
      £m  £m

Bank loans      20.0 20.0
Bank overdrafts      4.2 20.1
Short-term borrowings      24.2 40.1
Social security and other taxation      – 0.1
Other creditors      1.2 0.9
Accruals and deferred income      1.7 1.5
      2.9 2.5
Derivative fi nancial liabilities      3.0 4.4
Total amounts falling due within one year     30.1 47.0

Details of the derivative fi nancial liabilities are disclosed in note 23 to the Group fi nancial statements.

8. Creditors: amounts falling due after more than one year

      2010 2009
      £m  £m

Bank loans      93.8 107.9
Cumulative preference shares      0.3 0.3
Total amounts falling due after more than one year     94.1 108.2

The bank loans and overdrafts are secured by fi xed and fl oating charges over the assets of the Group.

3.5% cumulative preference shares
During the year, the Company had in issue 250,000 cumulative preference shares of £1 with a fi xed cumulative preferential 
dividend of 3.5% per annum payable half yearly in arrears on 31 March and 30 September, and with no redemption entitlement. 
All arrears of dividends were paid up to 30 September 2010, and the dividend due to 31 March 2011 was paid on the due date. 
As stated in note 36, the Preference Shares were repurchased and cancelled on 13 April 2011.

9. Provisions for other liabilities and charges

   At    At
   1 January  Provisions Provisions Provision 31 December
   2010 charged released utilised 2010
   £m £m £m £m £m

Industrial disease provision   4.7 – (4.7) – –
Other provisions   4.3 0.6 (0.8) (0.3) 3.8
   9.0 0.6 (5.5) (0.3) 3.8

The industrial disease provision was moved to a trading entity within the Group in the year.

Other provisions relate to the decision made in 2002 to sell and close the Calsil business and provisions for property dilapidations 
and national insurance on share options. 

Due to the inherent uncertainty regarding the timing of settlement, all provisions have been classed as non-current.
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10. Called up share capital

    2010 2010 2009 2009
Issued and fully paid    Number £m Number £m

Ordinary shares of 25p each    
At 1 January    116,029,082 29.0 114,989,087 28.8
Issue of shares and options in settlement of deferred consideration  – – 677,726 0.1
Exercise of share options    915,914 0.2 362,269 0.1
At 31 December    116,944,996 29.2 116,029,082 29.0
    
Deferred shares of 1p each    
At 1 January    431,906,031 4.3 431,906,031 4.3
Purchased for cancellation    (431,906,031) (4.3) – –
At 31 December    – – 431,906,031 4.3
    
plc Scheme share    
At 1 January and 31 December    1 – 1 –

     29.2  33.3

Deferred shares
The holders held no dividend rights, redemption entitlement or voting rights. On a winding up the holders were entitled to 
repayment of capital only after ordinary shareholders had received £100 for each ordinary share. Following approval by 
shareholders on 20 May 2010, the deferred shares were purchased for an aggregate consideration of £1 and cancelled on 
20 August 2010.

The total charge for the year relating to employee share based payment plans was £1.1 million (2009: £0.8 million), all of which 
related to equity settled share based payment transactions.

11. Capital and reserves

    Called Share  
    up share premium Special Profi t and
   Total capital account Reserve loss account
   £m £m £m £m £m

At 1 January 2009   5.8 33.1 8.4 1.0 (36.7)
Exchange loss, net of taxation   (1.7) – – – (1.7)
Cash fl ow hedges – fair value gains in the year  2.1 – – – 2.1
Net investment hedges – fair value gains in the year  2.3 – – – 2.3
Deferred tax on hedges   (1.2) – – – (1.2)
Loss for the fi nancial year   (10.0) – – – (10.0)
Dividends received   15.0 – – – 15.0
Share options     
 – proceeds from shares issued   1.0 0.2 0.8 – –
 – value of employee services   0.8 – – – 0.8
At 31 December 2009   14.1 33.3 9.2 1.0 (29.4)
     
At 1 January 2010   14.1 33.3 9.2 1.0 (29.4)
Exchange loss, net of taxation   (0.5) – – – (0.5)
Cash fl ow hedges – fair value gains in the year  1.4 – – – 1.4
Net investment hedges – fair value losses in the year  (0.6) – – – (0.6)
Deferred tax on hedges   (0.3) – – – (0.3)
Profi t for the fi nancial year   50.4 – – – 50.4
Cancellation of deferred shares   – (4.3) – – 4.3
Dividends paid   (4.7) – – – (4.7)
Share options     
 – proceeds from shares issued   1.8 0.2 1.6 – –
 – value of employee services   1.1 – – – 1.1
At 31 December 2010   62.7 29.2 10.8 1.0 21.7

Parent Company
Notes to the fi nancial statements (UK GAAP)
continued
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12. Contingencies
The Company has contingent liabilities in respect of guarantees and bonds entered into in the normal course of business, 
in respect of which no loss is expected.

13. Related party transactions
In accordance with FRS 8 the Company has taken the exemption not to disclose related party transactions with entities that 
are part of the Cape plc Group.

Details of Directors’ emoluments are shown in note 35 to the Group fi nancial statements and in the Directors’ remuneration 
report on page 29.

There have been no material transactions with the Company and other related parties during the year.

14. Dividends

      2010 2009
Equity – Ordinary      £m £m

Interim dividend paid: 4p (2009: nil) per share     4.7 –
      4.7 –

An interim dividend was paid in 2010 amounting to £4,660,619 (4 pence per share) (2009: £nil). A fi nal dividend in respect of 
the year ended 31 December 2010, of 8 pence per share, is to be proposed at the General Meeting convened for 25 May 2011, 
making a total dividend of 12 pence for the year. These fi nancial statements do not refl ect this fi nal dividend payable. 
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The Group’s principal trading subsidiaries are detailed below:

 Country of   
 incorporation  Ownership 
Name of subsidiary or joint venture or registration interest % Principal activity

UK   
Cape Industrial Services Limited UK 100  Industrial services 

excluding industrial cleaning
DBI Industrial Services Limited UK 100 Industrial cleaning
   
Gulf/Middle East   
Cape East WLL* Qatar 49 Industrial services
R B Hilton Saudi Arabia Limited Saudi Arabia 100 Industrial services
Cape East Limited WLL* UAE 49 Industrial services
   
Far East/Pacifi c Rim   
Cape East Philippines Inc Philippines 100 Industrial services
Cape East Pte Ltd Singapore 100 Industrial services
Cape East (Thailand) Limited Thailand 100 Industrial services
Total Corrosion Control Pty Ltd Australia 100 Industrial services
PCH Group Limited Australia 100 Access provider
Concept Hire Limited Australia 100 Access provider

*  Cape plc is considered to have control of these subsidiaries because of the contractual arrangements in place with the other shareholders.

Industrial services includes access systems, insulation, painting, coatings, blasting, industrial cleaning, fi re protection, refractory, 
asbestos removal, training and assessment, and other essential non-mechanical services.

Notes:
1.  The principal subsidiary undertakings listed are those whose results, in the opinion of the Directors, principally affected the revenue or assets of the Group. 

The subsidiary undertakings operate principally in the countries in which they are incorporated.
2. There are no subsidiary undertakings that have been excluded from the consolidation.
3. The Group’s joint ventures are detailed in note 15 to the Group fi nancial statements. 

Principal subsidiary undertakings
As at 31 December 2010
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   IFRS IFRS IFRS IFRS UK GAAP
   Year ended Year ended Year ended Year ended Year ended
   31 December 31 December 31 December 31 December  31 December
   2010 2009 2008 2007 2006
   £m £m £m £m £m

Income statement     
Continuing operations     
Revenue   650.1 655.1 622.7 428.8 274.0
     
Group operating profi t before other items   78.2 70.6 65.0 38.7 18.3
Amortisation of intangibles   (2.6) (2.9) (2.7) (1.0) (0.1)
Industrial disease costs   (0.4) (74.2) (5.7) (1.6) (3.4)
Exceptional items   – – (4.1) (0.3) 1.0
Group operating profi t/(loss)   75.2 (6.5) 52.5 35.8 15.8
     
Profi t/(loss) before tax   63.1 (15.6) 37.8 33.0 15.6
     
Profi t/(loss) from continuing operations  52.3 (1.5) 31.9 27.6 13.6
     
Discontinued operations   0.3 – (0.2) (0.7) 1.1
Profi t/(loss) for the year   52.6 (1.5) 31.7 26.9 14.7
Attributable to:     
Owners of the Parent   49.5 (4.1) 30.6 26.9 14.7
Non-controlling interest   3.1 2.6 1.1 – –
     
Balance Sheet     
Non-current assets   439.2 389.3 352.9 299.4 60.4
Net current assets   154.4 117.0 84.5 70.6 58.0
Non-current liabilities   (224.8) (238.6) (191.2) (189.3) (43.2)
Net assets   368.8 267.7 246.2 180.7 75.2
Earnings/(loss) per share     
– Basic   42.6p (3.5)p 26.7p 26.0p 17.6p
– Diluted   41.0p (3.4)p 26.3p 25.5p 17.3p
Adjusted diluted EPS   42.6p 37.5p 30.0p 24.1p 14.0p
Growth in adjusted diluted EPS %   13.6% 25.0% 24.5% 72.1% 45.8%
 
 
   2010 2009 2008 2007 2006
   £m £m £m £m £m

Key performance indicators (KPIs)     
Adjusted operating profi t margin (%)   12.0 10.8 10.4 9.0 6.6
Return on managed assets (%)   33.6 32.0 29.4 32.0 34.8
Operating cash conversion (%)*   103.1 95.9 87.7 37.6 N/A
Lost Time Incidents (per 100,000 hours)   0.03 0.07 0.08 0.10 0.08

KPIs: defi nitions and analysis
Adjusted operating profi t margin
Defi ned as Group operating profi t before other items expressed as a percentage of revenue. The continued improvement in 
the margin over the last fi ve years represents the change in operations, including the exit from the manufacturing activities and 
increased international operations.

Return on managed assets
Defi ned as Group operating profi t before other items expressed as a percentage of managed assets**. The 2010 return is indicative 
of the signifi cant investment in the business over the last 3 years.

Operating cash conversion
This is defi ned as cash generated from operating activities divided by adjusted EBITDA(8) (see note 30 to the Group fi nancial 
statements). The conversion rate in 2010 demonstrates the effectiveness of the Group in turning profi t into cash.

Lost Time Incidents (LTI)
Number of incidents per 100,000 man hours worked. Cape considers safety as a key part of the Group strategy and the 
improvement in the safety record demonstrates the achievements in this area.

* Cash conversion has only been considered as a KPI since 2008 (with 2007 comparative disclosed).
** Managed assets are property, plant and equipment, inventories, trade and other receivables and trade and other payables.
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