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Chief Executive’s review

Cape made significant progress in 2008 building on
the reorganisation and acquisition activity undertaken
in 2007. This progress is reflected in the year on year
growth in both revenues and operating profits.

A strong financial performance in 2008

Revenues were up 45.2% (24.1% from organic growth) at
£622.7 million (2007: £428.8 million) with revenues from
outside the UK now exceeding 50% of total Group revenues.
Cape is now a recognised international industrial services
provider with a presence in the large majority of the

world’s major hydrocarbon processing and power
generation markets.

Operating profits before other items were up 68.0% (39.8%
from organic growth) at £65.0 million (2007: £38.7 million),
with the operating margin before other items increasing to
10.4% (2007: 9.0%).

Progress with Australian acquisitions

Notable progress has been made with the integration,
restructuring and repositioning of the three Australian
acquisitions completed towards the end of 2007, into a single
multi-disciplinary industrial services business trading under
the Cape brand. We are now bidding and winning major
contracts under the Cape name and have continued to
invest in the key areas of health, safety, environment and
quality, business development and information systems.

Over the full year the combined revenues of the three
businesses have been broadly flat. However margins in
the second half recovered strongly under Cape’s newly
appointed Australian management team.

Cape now has a presence in what is recognised as the
second largest growth market for LNG exports in the

world behind only Sub-Saharan Africa. The planned and
announced construction of between nine and eleven new
LNG liquefaction trains makes Australia a key market for
Cape. Recent investments in coal seam gas projects by
ConocoPhillips, BG, Petronas and others provide an excellent
medium-term opportunity for Cape’s Australian business.

12 Cape plc Annual Report 2008

Cash generation and debt reduction

The Group’s operating cash flow® of £74.7 million (2007:
£19.4 million) reflects a strong operating cash conversion®
of 115.3% (2007: 51.1%). Net cash inflow from operating
activities was £48.2 million (2007: £6.9 million).

At 31 December 2008, Cape had net debt excluding Scheme
Funds of £165.5 million (2007: £189.2 million) including cash
balances of £33.3 million (2007: £20.1 million). The Group’s
balance sheet gearing has reduced to 67.2% (2007: 104.7%)
and the ratio of net debt to adjusted EBITDA® has fallen from
4.0 times to 2.1 times.

Strategy continues to deliver

With a clear focus on the downstream energy and mineral
resources infrastructure markets, Cape’s broadened
geographical and sector spread have provided a platform
across which to sell both its core and additional services.
Whilst we have seen low commodity prices impacting on some
of our customers’ investment decisions, our strategy continues
to be underpinned by the following key market drivers:

- increasing levels of maintenance and capital spending
to maintain, extend the life and decommission an ageing
energy infrastructure in the UK;

- an increasing trend on the part of Cape’s major
customers to outsource non-core services and to
look for cost effective bundled service proposals.
These customers increasingly seek to outsource
multi-disciplinary services for both maintenance and
capital projects to a smaller number of professional
suppliers with larger scale operations that can provide
a single source solution;

- a strong position in higher growth international markets
such as the Gulf/Middle East and Far East/Pacific Rim
following the Australian acquisitions;




Revenue from continuing operations

2008 £622.7m

2007 £428.8m

|
2006 £274.0m
|
2005 £229.8m
|
2004 £238.9m
Martin May
Chief Executive
- a strong reputation in growing market segments such Outlook
as the LNG producing/exporting market where there Current activity levels remain high with strong demand for
is a long list of projects announced in all Cape’s key our broadening range of essential industrial services. Recent
overseas regions and in particular Australia; and contract wins in the UK have reinforced our market leading
position in the region. In the medium term we expect demand
- a demand on the part of blue chip clients to work with in the UK to continue to increase as our clients’ maintenance
safe suppliers who have a proven track record and and decommissioning requirements for their ageing assets
access to local workforces, with the ability to train their becomes more evident.

employees to exacting standards.
Cape’s overseas markets are more project dependent; our

Safety strategy is to offer services throughout asset lifecycles,
Cape’s accident frequency rate performance of 0.08 per and | am pleased that year on year revenue from repeat
100,000 hours worked has exceeded management’s target maintenance contracts has increased. In the majority of our
and is world class within the sector. The primary international overseas businesses we remain a small player in very large
benchmark measure of safety performance is Lost Time markets. Activity levels have remained high into the first

Incidents (LTI) per 100,000 hours worked, and this has shown quarter of this year, particularly in the UK and Gulf/Middle
a further 20% improvement against the excellent performance East, and again highlight the benefit of Cape’s downstream

achieved last year. Once again Cape’s safety record was and production asset focus. We are confident that with
recognised with a number of industry awards in 2008, all of Cape’s ability to offer cost effective bundled solutions,
which are detailed in the Health, safety and the environment throughout asset lifecycles, across our enlarged footprint,
report on page 24. means that the Company is well positioned to continue to

deliver positive growth.
Key Performance Indicators
The Group monitors the performance of the business using a
range of Key Performance Indicators (KPIs) on a monthly and / _—
annual basis. These include adjusted Group operating profit
margin, return on managed assets, operating cash conversion /

and LTI frequency rate. Definitions and analysis of the KPIs Martin K May
are shown on page 90. Chief Executive Officer
15 April 2009

1. Group operating profit before other items comprises profit before interest and taxation
of £52.5 million (2007: £35.8 million), adjusted for exceptional items of £4.1 million
(2007: £0.3 million), IDC charge of £5.7 million (2007: £1.6 million) and amortisation of
intangible assets of £2.7 million (2007: £1.0 million)

2. Operating cash flow, free cash flow and operating cash conversion are defined in note 30
to the Group financial statements

3. Adjusted EBITDA is defined as Group operating profit before other items of £65.0 million
(2007: £38.7 million) adjusted for depreciation of £15.3 million (2007: £8.7 million)
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Operating and

financial review

OPERATING REVIEW

Cape’s speciality multi-disciplinary services are required on
an ongoing basis throughout the lifecycle of large industrial
infrastructure assets. Cape supports the construction of new
facilities, as well as the maintenance, extension of life and
decommissioning of existing facilities both onshore and offshore.

Clients choose Cape for its proven ability to:

- provide a multi-discipline, ‘bundled services’ solution with
a single point of contact and management responsibility
for an increasing array of complementary multi-
disciplinary services;

- deliver the highest standards of safety performance
often in harsh industrial environments; and

- supply and manage large numbers of skilled
operatives and volumes of equipment for large
and complex projects.

These services often form a critical part of ongoing
maintenance of our customers’ facilities. The successful
execution of recurring maintenance helps Cape’s customers
avoid unplanned down-time and ultimately optimises the
efficiency of their facilities.

For project work, Cape is typically commissioned by major
Engineering Procurement and Construction (EPC) contracting
companies including Chiyoda, Foster Wheeler, KBR, Parsons
Fluor Daniel and Saipem. The market thus refers to Cape as
a ‘tier 2’ service provider. Once a build project is completed,
Cape is well positioned to secure long-term maintenance and
campaign contracts that follow, typically contracting directly
with the plant operator as ‘tier 1’ for these essential non-
mechanical and non-electrical maintenance services.

The Group’s operations are organised on a geographical
basis with four regions:
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UK Region

Revenues in the UK increased by 14.4% to £309.0 million
(2007: £270.1 million) and reflect Cape’s ability to continue to
grow market share in a mature competitive environment. The
business also benefited from a full year contribution from the
environmental services division.

Operating profits before other items increased by 25.6% to
£27.0 million (2007: £21.5 million) with operating margins
before other items widening to 8.7% (2007: 8.0%).

Cape’s UK business has over 4,500 employees and
expended over 11 million man hours in 2008 (2007: 9.8
million). With 28 facilities located strategically throughout the
country and in excess of 38,000 tonnes of access equipment
Cape has one of the largest stockholdings within the UK. In
addition, Cape UK applied over 1.2 million metres of insulation
to our UK clients’ pipe-work systems in 2008.

Cape segments its UK operations into three market facing
business units:

onshore industrial services;

offshore industrial services; and
- environmental services.

The forward order visibility in the UK is favourable given that
a typical contract arrangement is of three to seven years
duration. The forward order book value closed 19% ahead
of year end 2007 levels and has increased by a further 26%
since the year end. The UK Region’s forward order value

is based upon actual committed orders with initial contract
order values, defined by the clients’ maintenance and outage
programmes. Over 83% of the UK Region’s budgeted 2009
revenues have been secured.




9.30am Shetland Islands, UK

Cape’s customers principally comprise a diverse set of the world’s largest
integrated and independent energy companies and major international
engineering contractors engaged in multi-year projects in the sector.

Onshore industrial services

Revenue from onshore industrial services in the UK grew
14.2% in 2008 to £194.2 million (2007: £170.0 million). Cape
further consolidated its position as the market leader in 2008
and currently services in excess of 50 large industrial sites.

Over half of the UK onshore revenue in 2008 was derived
from the power generation segment (which includes gas,
nuclear and coal fired power stations). Cape currently
provides services at 27 of the UK’s 50 major power stations*
(2007: 23) and supports over 50% of the UK’s total power
generation capability (2007: 43%).

Cape currently supplies services at EDF’s two coal power
stations at West Burton and Cottam as well as the recently
announced new fleet-wide seven year contract across British
Energy’s (BE) eight nuclear stations, and also their only coal
fired station at Eggborough.

Cape provided services at five of the UK’s 12 oil refineries
in 2008 including the largest oil refinery in the UK, the
ExxonMobil owned refinery at Fawley, Southampton where
it has recently agreed a new seven year contract.

Major projects in 2008 included South Hook LNG, Sabic
LDPE and BE’s Heysham site.

Offshore industrial services

Offshore revenues grew by 13.3% in 2008 to £88.6 million
(2007: £78.2 million) reflecting additional works at Shell’s

St Fergus and Mossmorran gas plants and BP’s Schiehallion
Floating Production, Storage and Offloading (FPSO) vessel.
All offshore revenue is derived from the offshore natural
resources (oil & gas) market with the vast majority of the
income generated from statutory maintenance activities.
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10.45am Wilton, UK
Cape can offer insulation to ecological thicknesses calculated to reduce
harmful CO, emissions from clients’ plant.

Cape currently operates on 45 offshore installations plus
various partly manned and partly unmanned units. Cape’s
offshore revenues have grown steadily during the past five
years reflecting the need to service the industry’s ageing
North Sea assets.

Environmental services

In 2008 Cape DBI and Endecon generated revenues of
£26.2 million (2007: £21.9 million) from specialist ‘heavy end’
industrial cleaning in both the onshore and offshore markets
with many common clients such as BP, Chevron, Exxon,
Dow, Corus and BASF.

Heavy end industrial cleaning involves cleaning of
contaminated tanks, vessels, pipes, drains, heat exchangers
and surfaces as well as waste handling and site support
services.

Contracts include a 10 year contract with Scottish Power
Generation Ltd for industrial cleaning and surface preparation
at the principal power generating stations at Longannet and
Cockenzie on the River Forth in Scotland.

* Defined as those with a generating capacity of more than 100MW




Operating and financial review
continued

Gulf/Middle East Region

The region enjoyed another year of strong growth in 2008
with revenues growing by 69.4% to £112.0 million (2007:
£66.1 million). Although the region’s performance benefited
from exchange movements, this represents a particularly
impressive performance coming after the 62.8% revenue
growth achieved in 2007. Operating profits increased by
86.3% in 2008 to £23.1 million (2007: £12.4 million).

Cape has been operating in the Gulf/Middle East for over

30 years and now has operations in over 20 locations
throughout all six Gulf Cooperation Council (GCC) countries,
with its strongest presence in Qatar, Saudi Arabia and Abu
Dhabi. Cape ended the year with 4,800 employees in the
region (2007: 3,900), and delivered 19 million man hours in the
year (2007: 13 million). While the region holds an inventory of
over 37,000 tonnes of access equipment, the major service
provided continues to be insulation services, including
refractory lining and fireproofing.

Qatar, Saudi Arabia and Abu Dhabi again accounted for
85% of 2008 revenue. The high level of investment in the
infrastructure and energy sectors in the Middle East during
2007 continued into 2008 and has been focused on the
petrochemicals sectors. We have also seen significant
investment in Qatar in the LNG sector and expansion of its
downstream oil and gas refining capability.

Cape’s strategic decision during 2006 to invest in the region
continued with capital expenditure of circa £10 million in 2008
again increasing our access capability in the region. Access
revenues grew from around 12% of overall revenue in 2007 to
more than 30% in 2008.

Whilst the vast majority of the region’s revenues are generated
from the oil and gas/petrochemical sectors, Cape also
provides services to power/desalination, steel, aluminium,
chemical and cement plants. Cape provides services at
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1pm Yanbu’ al Bahr, Saudi Arabia
User access systems utilised in Saudi Arabia were provided entirely from within the
Cape Group; the work is guaranteed to Cape’s usual high standards.

50 of the 80 large scale industrial complexes in the region
requiring significant ongoing maintenance, shutdowns and
capital programmes.

Apart from the refractory market, where Cape is recognised
as the dominant service provider in the Gulf with over 50%
market share, the market for Cape’s services is highly
fragmented with many local small companies offering single
discipline services.

The region’s order book closed the year 49% up on year end
2007 levels. Since the year end the region’s order book has
benefited from additional packages on the Kayan project and
shutdown works in Qatar and Abu Dhabi. Some 85% of the
region’s budgeted 2009 revenues have now been secured.

CIS, Mediterranean & North Africa Region

Cape’s revenues in the region, which are largely project driven,
increased by 15.5% year on year to £54.4 million (2007: £47.1
million) whilst operating profits increased by 20.8% to £5.8
million (2007: £4.8 million).

With 1,000 employees, the region delivered over 5.2 million
man hours in 2008 (2007: 6.1 million). The region holds an
inventory of 4,000 tonnes of access equipment and the major
services provided are access, coatings and insulation.

CIS

Revenues from Cape’s operations in the CIS countries
reached £46.3 million (2007: £42.7 million) and included the
Sakhalin 2 LNG project and extensive onshore and offshore
operations in Kazakhstan. The Sakhalin 2 build project was
completed on time with over 7.5 million man hours executed
without a Lost Time Incident (LTI). Cape has secured a four
year maintenance contract at the plant. The proposed third
train has been postponed until 2010-2011.




2pm Ras Laffan Industral City, Qatar

We have been working on the LNG plant in Ras Laffan for 14 years due to
our ability to offer cost effective bundled solutions throughout asset lifecycles.
This means that once a build project is completed, we are well positioned to
secure long-term maintenance contracts that follow.

In Western Kazakhstan, we successfully completed extensive
works at Tengiz with Parsons Fluor Daniel. Substantial awards
have been secured on the Karabatan project and the initial
work on the expansion project at Karachaganak.

It is anticipated that Cape’s revenues in the CIS will reduce in
2009 reflecting completion of the Sakhalin 2 project but this
will be offset to a large extent by our business units in the
Caspian where Cape’s major activities will be in Actau, the
offshore base for the Kashagan project and at Atyrau, the
onshore Kashagan base.

Mediterranean & North Africa

The fledgling Mediterranean and North Africa operation
generated revenues of £8.1 million in 2008 (2007: £4.4 million).
Cape’s activities in 2008 included support services for
ExxonMobil’s Adriatic LNG project and shutdown projects

for BG in Tunisia and ELNG in Egypt.

Cape has again targeted the oil and gas sector and in
particular the LNG segment. Africa’s LNG export capacity

is already more than a quarter of the world total, and this

is projected to double over the next five years. Cape is
actively targeting the North African states of Algeria, Egypt
and Libya where five significant new LNG projects have

been announced. Cape estimates the potential value of the
available work on these projects at in excess of £150 million.
Given the extensive lead times on projects of this scale, we do
not expect any significant contribution from any major project
awards in North Africa in 2009. Project deferrals in North
Africa have also been announced in recent months by BG at
its Hasdrubal plant in Tunisia and by Sonatrach at its Arzew
LNG plant in Algeria.

Cape’s forward order book in the CIS, Mediterranean &

North Africa region is currently ahead of year end 2007
levels with over 60% of 2009 budgeted revenues secured.
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12pm Spain

Cape is experienced in providing essential industrial services to major fabrication
projects. The Adriatic LNG terminal was the first of its kind; it was constructed in
Spain then floated to its permanent location in the Adriatic Sea.

240"

increase in employee numbers since 2007

Employees by region

. UK-34%
. Gulf/Middle East -
36%
3. CIS, Mediterranean &
North Africa — 8%
4. Far East/Pacific Rim —
22%
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Operating and financial review
continued

é 8%

growth of Group operating profit
before other items® in 2008

Veqars

4 consecutive years of growth

18 Cape plc Annual Report 2008

5pm Sakhalin Island, Russia
The Sakhalin 2 build project was completed on time, with over 7.5 million man
hours executed without a Lost Time Incident.

Far East/Pacific Rim Region

Cape generated revenues of £147.3 million (2007: £45.5 million)
from its operations in this region in 2008 with an operating
profit before other items of £16.1 million (2007: £3.4 million).
For operational management purposes the region is currently
segmented into two separately managed geographic territories:

- Australia, with a head office based in Perth; and

- Asia based in Singapore and with operations in
Thailand, the Philippines, New Caledonia, Indonesia,
Malaysia and Brunei.

Australia

Revenues in 2008 were £117.6 million (2007: £26.0 million)
with full year operating profits before other items of £12.3
million (2007: £1.3 million). This result reflects the full year
contribution from the three Australian acquisitions:

- TCC Group, a privately owned blasting, painting and
coatings contractor based in Western Australia; and

- Concept Hire and PCH Group, two previously ASX listed
commercial and industrial scaffold hire businesses with
operations across the country.




3pm Bayu-Udan Platform, Timor Sea (East Indian Ocean)

We have maintained our excellent reputation in Asia and have participated in
some of its largest flagship projects including on the Bayu-Udan Platform where
we have provided essential industrial services for over six years.

The integration, restructuring and repositioning of these three
operations into a single multi-disciplinary industrial services
business trading under the Cape brand is continuing with
significant investment in health, safety, environment and
quality management, extension of service offering, marketing
and re-branding and information systems.

Over the full year the underlying Australian revenue growth
of the three acquired businesses has been broadly flat. The
combined revenues of £113.3 million (excluding revenue from
the discontinued Blackadder business) in 2008 compares
with their combined full revenues in 2007 of £107.1 million.

The full year operating margin before other items of the
acquired businesses of 10.9% (excluding Blackadder) reflects
the strong margin recovery in the second half to 13.5% and
the progress made by Cape’s Australian management team.

Cape has a workforce in Australia of over 1,250 staff trading
from 19 locations throughout the country including newly
established facilities at Darwin and Mackay. Cape now
provides services at over 50 large industrial sites for mineral
resources clients such as Alcoa, BHP Billiton, Rio Tinto,

FMG, Minara Resources and lluka, major oil and gas clients
including BP and Woodside Energy as well as the commercial
construction market. Cape’s operations in Australia have been
organised into four geographic regions managed from key
facilities in Perth, Karratha (WA), Melbourne and Brisbane.
With over 50,000 tonnes, Cape has one of the largest stocks
of access equipment in Australia.

Whilst the global recession and fall in commaodity prices has

had a significant impact on the outlook for the Australian
economy, with project deferrals in the resources sector
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7.30pm Kwinana, Western Australia
In Australia we have a workforce of over 1,250 staff, trading from 19 locations
throughout the country including newly established facilities at Darwin and Mackay.

announced in the last six months, we remain confident that
positive growth will be achieved in 2009 as our bundled
services offering gains momentum.

LNG production represents one of the most important
growth sectors for Cape. With plans to add over 50 million
tonnes per year of new LNG export capacity within the next
five years (Source: Petroleum Economist LNG Data centre),
Australia is recognised as the second largest growth market
for LNG export in the world behind only Sub-Saharan Africa.
The planned construction of between nine and eleven new
production trains makes Australia a key market for Cape.
With its acquisition of PCH and TCC, Cape has been involved
in the construction of all of Australia’s six existing LNG
production trains including five at the NW Shelf JV, including
the recently completed fifth train, as well as the single train
Darwin LNG plant.

With the current Pluto LNG project in progress, Woodside
are expected to announce a final investment decision on a
second liquefaction train (Pluto 2) expansion early in 2010.
Similarly, recently confirmed gas reserves are more than
sufficient to support Chevron’s proposed two LNG train
Wheatstone development and front end engineering and
design is expected to commence in the second half of 2009.

In addition to the production of LNG from conventional natural
gas, Australia is ideally placed to produce liquefied gas from
lower quality coal seam methane in Queensland. With five
proposed projects and substantial recent investments from
ConocoPhillips, Petronas and BG in local operators Origin,
Santos and QGC, Queensland is identified as a potential high
growth market for Cape.




Operating and financial review
continued

7@%

of revenues generated from clients in the
downstream energy, power generation and
later cycle production markets

Asia

Revenues in Asia grew by 52.3% in 2008 to £29.7 million (2007:
£19.5 million) bolstered by the PCH acquisition, with operating
profits increasing by 81.0% to £3.8 million (2007: £2.1 million).
Cape has a workforce of over 1,700 in Asia and delivered 4.5
million man hours in 2008 (2007: 3.8 million). Trading from six
locations, with its strongest presence in Singapore, Thailand,
the Philippines and New Caledonia, the PCH acquisition
boosted the Cape inventory of access and formwork
equipment in Asia by 12,000 tonnes to 20,000 tonnes.
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3.30pm The Philippines
We continue to invest in our workforce by providing world class training facilities
and courses to internationally recognised standards.

The oil and gas sector represents the largest source of revenue
for Cape in Asia, with 50% of 2008 revenues generated from
services both onshore and offshore. Cape has maintained its
excellent reputation in Asia having participated in some of its
largest flagship projects in 2008 including the following projects
related to the oil and gas sector:

- ConocoPhillips FPSO Project (Singapore);
- Woodside Pluto LNG Project (Thailand);

- Shell Mono Ethylene Glycol (MEG) Project (Singapore);
and

- CUEL Offshore Fabrication (Thailand).

Cape’s offshore maintenance projects in the region included
the Bayu-Udan offshore facilities in the Joint Petroleum
Development Area (Timore Leste/Australia) and the Shell
Malampaya Offshore Platform (the Philippines).

In the mineral resources sector Cape continues to provide
services to the Goro Nickel Project (New Caledonia) and the
FRP Fabrication Project (the Philippines).

Once again Cape’s safety record in the region was recognised
with an award from Esso Thailand for the safest contractor on
site on the Sup 5 project Esso Sriracha refinery 2008.

The Asian businesses forward order book continues to grow
rapidly and with recent awards is now over seven times year
end 2007 levels. Revenue visibility remains favourable with
over 73% of 2009 budgeted revenues secured.




2pm Ras Laffan Industrial City, Qatar

All scaffolding and access solutions are bespoke to the customers’ needs —
from the simplest to the most complex — and are provided on a fully designed,
costed and cost effective basis.

FINANCIAL REVIEW

Cape’s adjusted diluted earnings per share increased by
24.5% in 2008 to 30.0 pence (2007: 24.1 pence). Basic
earnings per share increased by 2.7% to 26.7 pence
(2007: 26.0 pence).

Operating and free cash flow

The Group’s operating cash flow? of £74.7 million (2007:
£19.4 million) represents a strong operating cash conversion®
of 115.3% (2007: 51.1%). Net cash inflow from operating
activities was £48.2 million (2007: £6.9 million). The working
capital inflow in the second half of £5.4 million was insufficient
to recover the first half outflow with a full year working capital
outflow of £2.9 million (2007: £29.9 million outflow).

Capital expenditure net of disposals in the year (including
assets acquired on finance lease) amounted to £23.5 million
(2007: £29.9 million). This investment was weighted heavily
towards the first half and was predominantly Middle East
focused. With slower growth forecast and the extensive
amounts of equipment acquired through the Australian
acquisitions, the capital investment programme

is expected to be substantially reduced going forward.

Cape generated free cash flow of £26.9 million in the second
half of 2008 giving rise to full year free cash inflow
of £23.7 million (2007: outflow of £21.7 million).

Capital structure and debt reduction

The Group’s primary sources of liquidity are cash flow from
operations and borrowings under its syndicated banking
facilities. The Group’s primary uses of cash are debt service
and capital expenditure.

At 31 December 2008, Cape had net debt excluding Scheme

Funds of £165.5 million (2007: £189.2 million) including cash
balances of £33.3 million (2007: £20.1 million).
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9.45am Fawley, UK
In the UK, Cape applied over 1.2 million metres of installation to our clients’
pipe-work systems in 2008.

Cape entered into a five year syndicated Senior Credit
Facility totalling £220.0 million on 3 September 2007.
Borrowings under the facilities are available to fund the
Group’s working capital requirements, capital expenditures
and other general corporate purposes and will terminate on
3 September 2012. Some £20.0 million was repaid during
2008 and the remaining facilities comprise:

- a £75.0 million fully amortising term loan with bi-annual
repayments totalling £15.0 million in 2009 increasing to
£20.0 million in 2010, 2011 and 2012;

- a revolving credit facility of £80.0 million with expiry on
3 September 2012; and

- an overdraft and ancillary facility of £45.0 million with
expiry on 3 September 2012.

Total assets (Em)

1. UK-£106.5m

2. Gulf/Middle East —
£96.1m

3. CIS, Mediterranean &
North Africa — £26.3m

4. Far East/Pacific Rim -
£293.8m




Operating and financial review
continued

Of the revolving credit facility some £43.9 million is
denominated in US and Australian dollars and these foreign
currency borrowings provide a partial hedge for the Group’s
net investment in non sterling denominated entities.

The Group’s balance sheet gearing has reduced to 67.2%
(2007: 104.7%) and the ratio of net debt to adjusted EBITDA®
has fallen from 4.0 times to 2.1 times.

Total equity at 31 December 2008 totalled £246.2 million
(2007: £180.7 million).

Debt financing costs

The finance charge amounted to £18.0 million (2007: £6.2
million) and included £15.5 million (2007: £5.5 million) of bank
interest charges. The Group’s effective average interest rate
in 2008 was 8.1% (2007: 5.3%).

Interest rate risk exposure is managed through a balance of
fixed and variable rate funding. At 31 December 2008 the
Group had fixed 70.6% of its interest cost on borrowings
over the following 12 months.

Exceptionals and impairment

The Group recognised exceptional charges of £0.6 million
in the second half of 2008 giving rise to a full year charge of
£4.1 million (2007: £0.3 million). These charges relate to the
restructuring and integration of the Australian acquisitions
and relocation of the Group’s head office from Wakefield to
Stockley Park.
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9am Wilton, UK

At Cape, we recognise that our people are our strongest asset and have put in
place effective management systems which allow every individual staff member
to contribute to the Group’s quality performance.

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 (CGU).

The test demonstrated that no impairment was necessary.

Foreign exchange

The Group’s results are impacted by the effect of retranslating
foreign currency at different average rates from year to year.
In 2008 the results benefited from the strengthening of the US
dollar and the Australian dollar. The table below sets out the
impact on 2008 operating profit before other items had 2007
exchange rates applied.

2008-translated at
actual average rates

2008-translated at
2007 average rates

Operating Operating

profit before profit before

Revenue other items Revenue  otheritems

£m £m £m £m

UK 309.0 270 309.0 270
Gulf/Middle East 112.0 231 103.5 214
CIS, Med & NA 54.4 5.8 50.4 5.4
Far East/Pacific Rim  147.3 16.1 134.6 145
Central costs - (7.0) - (7.0)
Total 622.7 65.0 597.5 61.3

The overall foreign exchange impact has been to increase
revenues by £25.2 million or 4.2% and operating profits by
£3.7 million or 6.0%.
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Heavy end industrial cleaning services involve cleaning of contaminated tanks,
vessels, pipes, drains, heat exchangers and surfaces as well as waste handling
and site support services.

Pensions

The Group’s main pension arrangements are on a defined
contribution basis. Although closed to new members in

2001, the Group continues to operate a UK defined benefit
scheme which had 73 active members and 2,030 deferred or
pensionable members as at 31 December 2008. The scheme
had a surplus of £10.1 million (2007: £12.6 million) at the year
end. However this has been restricted to £nil in accordance
with IFRIC 14 (2007: restricted to £nil).

IDC and Scheme costs

Scheme funds reduced by £1.6 million (2007: reduced by

£1.0 million) to £37.5 million (2007: £39.1 million). During the year
a total of £3.4 million (2007: £3.0 million) was paid to asbestos
related claimants who are primarily former employees of
Group companies. During the year the Scheme fund received
interest income of £2.0 million (2007: £2.2 million).

Whilst Cape has a continuing obligation to top up the Scheme
fund to the extent that the triennial actuarial assessments
show that there is a shortfall in the Scheme funding
requirement, the most recent review carried out

in early 2008 showed that the Scheme was fully funded for

13 years from 31 December 2007. Consequently there is

no requirement to top up the Scheme funds at this time.
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Cape is experienced at providing significant ongoing maintenance and
capital programmes at large physical industrial plants to ensure efficient and
reliable operations.

The net charge to the income statement for industrial
disease claims was £5.7 million (2007: £1.6 million) and reflects
a number of factors including an increase in the standards
applied following review by the Judicial Standards Board.

Tax charge and effective tax rate

The tax charge for the year on continuing operations before
other items was £12.2 million (2007: £8.4 million), with an
underlying tax rate of 25.3% (2007: 24.9%). The tax charge
again benefited in 2008 from a reduction in deferred tax
liabilities of £3.3 million (2007: £2.8 million) arising from the
rebasing of assets following the Australian acquisitions giving
an effective tax rate for the Group of 15.6% (2007: 16.4%).

1. Group operating profit before other items comprises profit before interest and taxation
of £52.5 million (2007: £35.8 million), adjusted for exceptional items of £4.1 million
(2007: £0.3 million), IDC charge of £5.7 million (2007: £1.6 million) and amortisation of
intangible assets of £2.7 million (2007: £1.0 million)

2. Operating cash flow, free cash flow and operating cash conversion are defined in note 30
to the Group financial statements

3. Adjusted EBITDA is defined as Group operating profit before other items of £65.0 million
(2007: £38.7 million) adjusted for depreciation of £15.3 million (2007: £8.7 million)




Health, safety and
the environment

Our Health, Safety and Environmental (HSE)
performance made substantial gains across
our worldwide operations, as measured by a
range of Key Performance Indicators (KPIs).

The primary international benchmark for safety is the
measurement of Lost Time Incidents (LTI) per 100,000 hours
worked and this key indicator has once again reduced
significantly, by around 20%, from the levels demonstrated

in 2007. We actively invest in the training of our employees to
ensure they hold their own safety and the safety of others in
the highest regard.

The 2008 LTI performance of 0.08 per 100,000 hours worked
exceeded management’s target and is world class within the
sector. All Cape’s staff continue to strive towards our ultimate
goal of zero incidents or accidents and zero harm to the
environment.

During 2008 Cape launched several new initiatives designed
to help the Group continue to improve its health, safety and
environmental performance. These included:

- Eight Golden Rules: introduced Group-wide to
establish concise HSE principles, in order to protect
the health and safety of our employees and others who
could be affected by our operations. These rules are
designed to set Group performance expectations and
ensure that employees understand their obligations to
uphold Cape’s safety philosophy.

- KPIs established: HSE KPIs have been established
for use across the Group to measure both leading
and lagging indicators. These have been designed
to encourage business areas to proactively manage
performance and direction. Cape’s goal is to be
demonstrably and reputably the safest company
within our industry sector.

- MyOSH: the Group-wide launch of a single internet-

based global HSE reporting and analysis system. This
system is designed to aid the accurate and expedient
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reporting of accidents and incidents and enable Cape’s
health and safety teams to improve working practices
and procedures.

A Health and Safety Conference was held in June as
part of an initiative to integrate Cape’s newly-acquired
Australian companies into the Group’s health and safety
principles. The conference focused on the continuing
improvement of Cape’s performance and provided

an opportunity for staff from across Cape locations to
share best practice.

mSOfeC% Cape operates in over 28 countries

worldwide. The diverse nature
of our workforce is one of our great strengths but
this also provides challenges when communicating
the Group’s expectations of health, safety and
environmental performance. We have therefore
introduced a specific safety brand — Capesafe — to
spearhead Cape’s HSE communications. This ensures
that all safety information, instruction and training is
presented under a common theme. Materials are
reproduced in nine different languages to ensure clear
and concise communication to all Cape workers.

Quality Management System: A new quality
management system has been developed to set the
structural framework for Cape’s worldwide operations.
This follows the successful integration and consolidation
of one common set of health, safety and environmental
policies and procedures during 2008. The new system
will be implemented in 2009.

Adoption of SA8000: Social Accountability
International’s SA8000:2001 standard is perceived as
the only recognised international standard designed to
demonstrate appropriate minimum standards of
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Health, safety and the environment
continued

human rights. All our facilities are audited to ensure
that they meet this standard as a minimum. This audit
is particularly important in locations where Cape has
to provide its own workers with accommaodation, such
as the Middle East and Far East. Employee welfare is
vital to Cape and supports our goal to be seen as a
responsible employer. This is a particularly important
factor in markets where the requirement for staff
outstrips local supply.

- Measurement of Carbon Footprint: To support our
ongoing commitment to reduce environmental impact
and our ultimate goal of zero environmental harm, we
have, under the auspices of the Carbon Trust, audited
our UK facilities to measure Cape’s carbon footprint.
Although our overall impact has been assessed as
minimal, a number of initiatives have been established
to reduce current levels. These initiatives will be
progressively implemented over the next three years
under a programme of rolling improvements.

Recent awards and recognition

Cape’s market-leading health, safety and environmental
performance is demonstrated by several awards and
certifications.

Cape has been awarded a Health and Safety 5 star Award
from the British Safety Council (BSC), their highest recognition
of superior performance. Representative country operations
in the UK, the Far East and Middle East were selected for
audit and assessment by the BSC.

Our worldwide operations hold accreditation against a
number of international standards for health, safety and
quality, resulting in the award of 23 certificates of conformity
for ISO 9001 (Quality systems), 14001 (Environmental) and
OSHAS 18001 (Health and Safety). In 2008 our external
accreditation coverage for ISO 9001 and OSHAS 18001
was extended to cover our Kazakhstan operations.
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Health and safety excellence is at the heart of our business. The nature of
the industrial services operating environment requires exacting health and
safety controls.

In 2008 Cape actively developed a quality management
system to encompass the new complement of inspection
services that we offer. We expect this activity to be fully
accredited to the appropriate ISO 17020 standard in 2009.

We have received various commendations and awards for our
performance on a number of contracts including Technip in
Abu Dhabi and Shell and its partners in Sakhalin.

Training

Cape has continued to invest in its workforce by providing
world class training facilities and courses to internationally
recognised standards. We continually enhance and update
our capabilities to ensure that we can provide combined
competent services to our clients. Training recognition within
the last 12 months includes:

- International Rope Access Training Association (IRATA)
approval in the UK;

- Construction Industry Scaffolders’ Record Scheme
(CISRS) certification for scaffolders in the Philippines;
and

- extensive training and recertification (to CISRS) of
scaffolding workforce in the UK.

Cape’s expertise in health, safety and technical capabilities
is also recognised through regular requests to provide
commercial training packages. Our Philippine operations
have recently been awarded a prestigious contract to provide
‘Safety Passport’ training to all personnel working on Shell’s
facilities in the country.

In 2009 Cape plans to develop the existing training capacity in
Australia, extend rope access capabilities to provide certified
inspection services and expand our existing training portfolio
within the Philippines.




Risks and uncertainties

Risk is an unavoidable facet of any business activity. Cape faces

a number of risks in undertaking its operations around the world.
Cape has a risk register which is used to identify and review risks
and assist with the planning of measures to mitigate known risks.

Potential impact

This review of the risks and uncertainties faced by the Group

is not exhaustive and there may exist risks that have not been
identified by the Directors. New risks may also emerge and the
likelihood of known risks occurring and the impact they may have
upon the Group may change from time to time.

Mitigation

Exposure to energy industry

Cape’s clients are either in, or are dependent upon, the
energy and petrochemical sectors. Cape’s earnings therefore
depend on long-term energy demand particularly oil, gas and
electricity.

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

Cape is firmly 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 has a broad customer base and geographic footprint and
has avoided high cost of production markets such as Canada.

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

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

Competitive environment

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

In certain markets the Group has an estimated market share
of 30% or more. In these markets, the Directors believe that
competition law issues could restrict the Group from making
material acquisitions.

Cape’s top 20 customers accounted for 45% of Group
revenues in 2008, with the largest customer accounting for
9% of Group revenues. Cape has a broad customer base and
seeks to maintain a balanced customer concentration.

Cape has developed long standing relationships with customers
based on service quality, reliability, reputation and safety. This
supports revenue retention and growth through ongoing contract
awards and renewals.

Contracting risks

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.

Fixed price contracts expose Cape to potential cost overruns.

Cape operates a stringent contract review process with clear
authority limits governing the acceptance of contracts.

Cape seeks to avoid large fixed price contracts with the
majority of its contracts being cost reimburseable or
scheduled rates.

External factors

Operating activities may be affected by factors outside
our control. These include climatic conditions, industrial
conditions, technical failures, labour disputes, unusual or
unexpected geological features, environmental hazards,
delays to government actions, delays in construction,
availability of material or parts and shipping, and import
or customs delays.
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These external factors are normally likely to affect a specific
location, customer relationship or a single contract. Cape’s
business is diverse by geography, number of clients,

range of services and exposure to industries. This portfolio
diversification reduces Cape’s overall exposure to these risks.



Risks and uncertainties
continued

Potential impact

Mitigation

Geopolitical factors

Changes in the political environment in certain regions may
result in Cape, or its clients, losing control of operations, or
loss of commercial or legal protections.

Cape maintains a broad geographic footprint and has sought
to acquire businesses in safe and politically stable countries.

Cape’s policy is to avoid markets/regions which it assesses
as high risk.

Risk is mitigated by a strong senior management presence in
each region and regions operate to strict guidelines set
by Group.

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

Financial risk and controls
Failure to achieve satisfactory returns on investments.

Inadequate financial controls leading to lack of integrity or
loss of financial data.

Other financial risks including foreign exchange and interest
rate exposure are fully documented in note 21 to the Group
financial statements.

Cape carries out detailed assessments and review of
investments including external legal and financial diligence
where appropriate.

Cape has recruited high quality and experienced finance,
internal audit, tax and treasury teams based at the Group’s
head office in Stockley Park and in the regions.

Health, Safety, Environment and Quality

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.

Customers require high levels of performance. Failure to
deliver HSE excellence could result in a material loss of
customers and/or damage to Cape’s reputation and

the environment.
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Cape’s investments in systems and resources with 400
people in full time HSE roles across the Group, has resulted
in significant 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 Lost
Time Incident (LTI) frequency rate of 0.08 per 100,000 hours
worked, for the Group as a whole.

Cape introduced Eight Golden Rules in 2008, as concise
HSE principles, to protect the health, safety and welfare
of our employees and others who could be affected by
our operations.

Cape introduced a new safety brand, CapeSafe, to ensure
that all safety information was presented consistently to
staff across the world, regardless of their local custom

or language.

See pages 24 to 26 for further information on Cape’s
HSE initiatives.



Potential impact

Mitigation

Risks relating to the Scheme of Arrangement and other
asbestos-related matters

A number of Cape’s subsidiary companies used asbestos

in their manufacturing activities until the 1970’s and receive
claims mainly from former employees who have contracted
various diseases as a result of exposure to asbestos.

Employee claims were mostly insured from the mid 1970’s
and fully insured from 1981 onwards.

Asbestos-related unpaid claims are estimated and therefore
inherently uncertain.

External factors (e.g. legislation changes, new types of claims)
could result in a requirement for Cape to make an annual
top-up payment. This could constrain Cape’s ability to fund
growth in the business.

A Scheme of Arrangement was implemented in 2006 to
provide both claimants and Cape and its shareholders greater
certainty over the funding of future asbestos claims and
related cash flows.

An independent actuary estimates the number and value
of unpaid and future claims on a triennial basis. In addition,
Cape closely monitors claims levels, which are currently
as expected.

Any annual top up payment required is restricted to a
proportion of Cape’s free cash flow.

While the level of future claims is impossible to predict with
certainty, the inherent uncertainty over actual claims levels
should decrease over time as further information and data
is available.

Senior management and staff
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-
qualified personnel could materially adversely affect Cape’s
business, operating results or financial condition.
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Cape’s regionalised organisational structure provides
considerable management autonomy and opportunity for
senior personnel to develop within the business.

Annual performance appraisals are conducted to assess
executives’ performance and to discuss career goals and
succession planning.

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

Long-term incentive plans are in place to encourage the
retention of the key management group.
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The Board consists of five directors in respect of whom brief biographies
are set out below:

Sean O’Connor (aged 60)

Non-Executive Chairman

Sean O’Connor first joined the Board as a Non-Executive Director in
1996 and served until 2004. He rejoined in the same capacity in April
2007 and became Chairman in June 2008. Sean O’Connor also sits

on the Remuneration Committee and is Chairman of the Nomination
Committee. 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. He is currently Chairman of Premium Appliance Brands Limited
and Springboard Urban Limited and a Non-Executive Director of
Sportingbet plc, Graphite Enterprise Trust PLC, Crow TV Limited and
Escape Studios Limited.

Martin May (aged 55)

Chief Executive

Martin May was appointed as interim Chief Executive Officer in June 2002
and became Executive Chairman of Cape plc in June 2003, a role that he
relinquished on becoming Chief Executive Officer in 2006. Since July
2006 Martin 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. Martin May is a Fellow of the
Institute of Chartered Management Accountants and a founder member
and Fellow of the Institute for Turnaround Practioners.
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Richard Bingham (aged 46)

Chief Financial Officer

Richard Bingham was appointed as Chief Financial Officer in June 2008,
following a short period assisting with the initial integration of Cape’s three
Australian acquisitions. A specialist interim reorganisation and turnaround
practitioner, he has acted as a Director of corporates and advisor to
banks and investors over the past nine years. Richard Bingham is a
Chartered Accountant with 16 years experience with both
PricewaterhouseCoopers and subsequently Deloitte in their London
based business reorganisation services divisions. Richard Bingham is
also a Member of the Institute for Turnaround Practioners.

David McManus (aged 55)

Non-Executive Director

David McManus was appointed as a Non-Executive Director in 2004

and served as Non-Executive Chairman between 2006 and 2008. He is
Chairman of the Remuneration Committee and is a member of the Audit
and Nomination Committee. David McManus is currently Executive Vice
President of Pioneer Natural Resources, a US listed oil and gas company,
with responsibility for International Operations. Prior to Pioneer he was
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.

David Robins (aged 56)

Non-Executive Director

David Robins joined the Cape Board as a Non-Executive Director in 2006.
He is the Board’s senior Non-Executive Director and chairs the Audit
Committee. He is also a member of the Nomination Committee and

the Remuneration Committee. David Robins is a partner with City law
firm, Berwin Leighton Paisner LLP, specialising in all aspects of corporate
finance including acquisitions, mergers and funding issues. Before
practising as a solicitor David Robins was a corporate finance executive
with a leading investment bank. He is also a Non-Executive Director of
Cybit Holdings plc, a telematics services provider, and was previously
also a Director of Hornby plc, the toy and hobby business.




Directors’ report

The Directors have pleasure in submitting their report and
audited financial statements of the Group and the Company
for the year ended 31 December 2008.

Principal activities

The Company and its subsidiaries form an international group
primarily engaged in the supply of a wide range of services
including multi-user work access systems, insulation, fire
protection, abrasive blasting, refractory, asbestos removal,
coatings, cleaning, training and other essential non-mechanical
services to major industrial groups, principally in the energy and
natural resources sectors. Details of the Company’s principal
and subsidiary undertakings are listed on page 91. The Group
also has branches located in Azerbaijan, Kazakhstan, New
Caledonia, Ireland, Trinidad, and Tunisia.

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

- the Chairman’s statement on pages 4 and 5 of
the Annual Report;

- the Chief Executive’s review on pages 12 and 13 of
the Annual Report;

- the Operating and financial review on pages 14 to 23
of the Annual Report;

- the Five year financial summary on page 90 of the
Annual Report; and

- the discussion of the Risks and uncertainties facing
the Group set out on pages 27 to 29 of the
Annual Report.

Dividends

No interim dividend was paid for the year ended 31 December
2008 (2007: nil pence). The Directors do not recommend the
payment of a final dividend for the year ended 31 December
2008 (2007: nil pence).

Property, plant and equipment

Details of the movements in property, plant and equipment
are given in note 14 to the Group financial statements on
page 58.

Donations

During the year the Group made charitable donations of
£40,037 (2007: £38,284) towards various local and national
causes. There were no political donations (2007: £nil).
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Share listing
The Company’s ordinary shares are admitted to and traded on
AIM, a market operated by the London Stock Exchange.

Directors
The Directors of the Company during the year and at the date
of this report were as follows:

Sean O’Connor

Martin May

Richard Bingham (appointed 1 June 2008)
David Robins

David McManus

Their biographical details can be found on page 30.

Michael Reynolds, who was a Director as at 1 January 2008,
resigned on 31 May 2008.

The Company’s Articles of Association provide that at each
Annual General Meeting one third of the Directors shall
retire from office and may, if eligible and willing to act, offer
themselves for reappointment.

Martin May is the Director retiring by rotation under Article 100
and, being eligible, offers himself for re-election at the Annual
General Meeting.

Richard Bingham, having been appointed by the Directors
since the last Annual General Meeting, is required to retire
at the end of the Annual General Meeting on 20 May 2009
and being eligible, is seeking election by the shareholders
at that meeting.

Details of the interests of the Directors in the shares and share
option schemes of the Company are shown on page 32.

Save as disclosed in note 34 to the Group financial
statements, no Director had any interests in any contract

with the Company or its subsidiaries at any time during the
year other than their service contracts and through the share
option schemes. The Company has maintained insurance to
cover Directors’ and officers’ liability as defined in section 233
of the Companies Act 2006.




Directors’ report
continued

Directors’ interests
Shares
The beneficial interests of the Directors of the Company and their families in the ordinary shares of the Company are set out below:

15 April 31 December 31 December
2009 2008 2007*
Number Number Number
Current Directors (as at 31 December 2008)
Sean O’Connor 100,700 45,700 -
Martin May 550,000 500,000 125,000
Richard Bingham 26,500 26,500 -
David Robins 36,350 23,350 17,000
David McManus 35,000 35,000 35,000
* Or date of appointment if later.
None of the Directors had an interest in the shares of any other company in the Group.
Share options
The following Directors held options in the Company’s share option schemes during the year:
Market
During year Price at Date from
At 31 Dec At 31 Dec Option date of which Expiry
Plan Grant Date 2007 Granted Exercised Lapsed 2008 Price  exercise exercisable Date
Martin May
EIP 7 May 2004 400,000 — 400,000 - - 60p 255p 7 May 2007 N/A
EIP 7 July 2006 400,000 - - - 400,000 176p - 7 July 2009 7 July 2016
EIP 22 March 2007 200,000 - - — 200,000 269p — 22 March 2010 22 March 2017
PSP 28 April 2008 - 190,122 - - 190,122 Nil - 28 April 2011 28 April 2013
Richard Bingham
PSP 28 April 2008 - 131,119 - - 131,119 Nil - 28 April 2011 28 April 2013
Michael Reynolds
EIP 7 May 2004 100,000 - 100,000 - - 60p 255p 7 May 2007 N/A
EIP 24 October 2005 100,000 — 100,000 - - 120p 277p 30 June 2008 N/A
EIP 7 July 2006 150,000 - 150,000 - - 176p 254p 8 July 2008 N/A
EIP 22 March 2007 150,000 - - 150,000 - 269p - 31 May 2008 30 June 2008
Sharesave 21 July 2006 11,925 — 4131 7,794 — 135p 273p 1 July 2008 N/A

No other Directors have been granted share options in the shares of the Company or other Group entities. None of the terms
and conditions of the share options were varied during the year. All options were granted in respect of qualifying services.

The Performance Share Plan (PSP) options were granted at nil cost to the Directors. Vesting of these shares is subject to Cape
plc Earnings Per Share (EPS) meeting the specified performance criteria over a three year vesting period. The performance
criteria is 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.

The Employee Incentive Plan (EIP) options were granted at the option prices detailed above and are subject to the condition that

they will not be exercisable unless the performance of the Company’s adjusted EPS over a set three year period exceeds the
growth in the Consumer Price Index over the same period by 3% per annum.
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Gains made by Directors on Share Options

On 3 April 2008, Martin May exercised options over 400,000
ordinary shares at an exercise price of 60 pence per share.
The share price at the date of exercise was 255 pence. Of the
400,000 shares exercised, 100,000 shares were sold and the
balance of 300,000 shares are included in the balance above.
The gains made on exercise were £780,000.

On 3 April 2008, Michael Reynolds, who served as a Director in
the period 1 January 2008 to 31 May 2008, exercised options
over 100,000 ordinary shares at an exercise price of 60 pence
per share. The share price at the date of exercise was 255 pence
and the gains made on exercise were £195,000.

Following his resignation from the Board on 31 May 2008,
Michael Reynolds exercised options over 100,000 ordinary
shares at 120 pence per share, and 150,000 ordinary shares
at 176 pence per share, both under the EIP. The option over
150,000 ordinary shares exercisable at 269 pence per share
lapsed. Following his resignation, Michael Reynolds also
exercised options over 4,131 ordinary shares at 135 pence
per share under the Sharesave Scheme; the balance of
7,794 options under this Scheme has lapsed.

The middle market price of the shares on 31 December 2008
was 50 pence and the range during the 12 months ended
31 December 2008 was 23 pence to 289 pence.

Directors’ indemnities

The Company has provided qualifying third party indemnities
to Andrew Gillespie, Claire Craigie and Benjamin Whitworth in
their capacity as officers of two Group companies that were
put into liquidation on 6 January 2006.

The Company did not provide any qualifying third party
indemnities to any of its Directors in the year.

Supplier payment policy

The supplier payment policy for Group companies is to agree
terms and conditions for business transactions with suppliers.
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 (2007: nil). The Group had
£43.4 million of trade payables at the end of the year (2007:
£30.1 million) which represented 60 creditor days (2007: 59).

Treasury policy

The Group’s policy on treasury and financial risk (see note 21)
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 significant 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 Sterling. Where significant transactional
exchange rate risks are identified, then appropriate currency
contracts are used to hedge these transactions.
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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 2008, 70.6% of the Group
borrowings were hedged.

Employment policies

The companies in the Group operate within broadly
prescribed personnel and employment policies. Each
company develops procedures which are most appropriate
to the circumstances within which it operates. The Group’s
training, career development and promotion policies provide
equal opportunities for all employees.

Employment of disabled persons

It is Group policy to permit, wherever practicable, the
employment of disabled persons and to provide appropriate
opportunities for their training, career development and
promotion. Where employees have become disabled in the
service of the Group, every effort is made to rehabilitate them
in their former occupation or in some suitable alternative.

Employee involvement

The Group continues its practice of keeping all employees
informed on matters affecting them and the Group, so that

a common awareness amongst all employees is developed

in relation to the financial and economic factors that affect

the performance of the Group. Where applicable, the Group
consults employees or their representatives on a regular basis
so that the views of employees can be taken into account in
making decisions that are likely to affect their interests.

Senior management is kept abreast of developments in
financial, commercial and personnel matters and this enables
it to ensure that employees at the operational level are kept
informed. The Group operates pension schemes for the
benefit of eligible employees in the UK and overseas. The
funds of the pension schemes are administered by Trustees
and they are held separately from Group funds.

In 2006, the Group reintroduced a Save As You Earn scheme
(the Sharesave Plan) for eligible employees. The Directors
believe that share ownership among employees encourages
team effort and will contribute to the ultimate success of

the Group.

Health and safety

The Group has issued a policy statement on its commitment
to a safe working environment for all employees. The Chief
Executive is responsible for the implementation of the Group
policy on health and safety within his area of responsibility.
During the year, Group operations throughout the UK and the
rest of the world, were subjected to internal and third party
audits to monitor compliance with Company procedures and
statutory requirements.




Directors’ report
continued

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report
and the Group and Parent Company financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial
statements for each financial year. Under that law the
Directors have prepared the Group financial statements in
accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union, and the Parent
Company financial statements in accordance with applicable
law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice). The
Group and Parent Company financial 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 profit or loss of the
Group for that period.

In preparing those financial 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 financial statements comply with
IFRSs as adopted by the European Union, and with
regard to the Parent Company financial statements
that applicable UK Accounting Standards have been
followed, subject to any material departures disclosed
and explained in the financial statements; and

- prepare the Group and Parent Company financial
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 qualifications as necessary.

The Directors confirm that they have complied with the above
requirements in preparing the financial statements.

The Directors are responsible for keeping proper accounting

records that disclose with reasonable accuracy at any time
the financial position of the Company and the Group and to
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enable them to ensure that the financial statements and the
Group and Parent Company financial statements comply
with the Companies Act 1985 and, as regards the Group
financial 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 financial statements may differ from legislation in other
jurisdictions.

Each of the Directors, whose names and functions are listed
on page 30, confirms that, to the best of their knowledge:

- the Group financial statements, which have been
prepared in accordance with IFRSs as adopted by the
EU, give a true and fair view of the assets, liabilities,
financial position and profit 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 27 to 29.

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 defined 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 1 April 2009 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 16,083,581 13.99
Schroder Investment Management 11,246,062 9.78
BlackRock Investment Management (UK) 10,278,024 8.94
Slater Investments 10,259,023 8.92
Deutsche Bank 8,220,074 715
Lehman Brothers Inc 4,696,834 4.08
Fidelity 3,547,400 3.09

The Company has not received notification of any other interests held by persons acting together which at 1 April 2009
represented 3% or more of the issued ordinary share capital.

Purchase of own shares

At the Annual General Meeting held on 11 June 2008, 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 £2,858,730 (representing 10% of the Company’s then issued ordinary share capital). This authority
will expire at the 2009 Annual General Meeting, and a resolution will be proposed to renew this authority up to a maximum
aggregate nominal value of £4,309,216 representing approximately 14.99% of the Company’s issued ordinary share capital.
No shares were purchased under this authority during the year.

Annual General Meeting

The Company proposes to convene the Annual General Meeting for 10am on 20 May 2009 at the offices of Berwin Leighton
Paisner LLP at Adelaide House, London Bridge, London EC4R 9HA. The notice of Annual General Meeting is contained in a
circular to be sent to Shareholders at the same time as the 2008 Annual Report and Accounts.

Independent auditors
The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office, and a resolution concerning
their reappointment will be proposed at the Annual General Meeting.

By order of the Board
Jeremy Gorman
Company Secretary
Cape plc

9 The Square

Stockley Park

Uxbridge

UB11 1FW

15 April 2009
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Corporate governance report

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 AlM, the Company
is not required to comply with the full requirements of the
Combined Code on Corporate Governance published in

June 2006. 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 is accountable to the Company’s Shareholders for
good governance and the statements set out below describe
how the principles identified in the Combined Code are applied
by the Group.

The Board

The Board has responsibility for the overall management and
performance of the Group and is responsible for formulating,
reviewing and approving the Company’s long-term objectives,
budgets and commercial strategy.

The Company has established properly constituted Audit,
Remuneration and Nomination committees of the Board

with formally delegated duties and responsibilities. Decisions
concerning the direction and control of the business are made
by the Board, and a formal schedule of matters specifically
reserved for the Board is in place.

At 1 January 2008, the Board comprised an independent
Non-Executive Chairman (David McManus), two Executive
Directors (Martin May, Chief Executive, and Michael Reynolds,
Group Finance Director) and two other Non-Executive Directors
(David Robins and Sean O’Connor).

On 31 May 2008 Michael Reynolds resigned from the Board,

and on 1 June 2008 Richard Bingham was appointed as an
Executive Director and Chief Financial Officer. David McManus
stepped down from the role of Chairman at the conclusion of the
2008 Annual General Meeting on 11 June 2008, remaining as a
Non-Executive Director, and Sean O’Connor was appointed Non-
Executive Chairman in his place.

An agreed procedure exists for Directors in the furtherance of
their duties to take independent professional advice. Newly
appointed Directors are made aware of their responsibilities
through the Company Secretary. The Company does not make
any provision for formal training of new Directors although

a detailed induction process takes place which includes
discussions with senior managers and familiarisation visits to the
Company’s operations.
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No individual or group of Directors dominates the Board’s
decision making. Each of the Non-Executive Directors is
independent of management and has no cross-directorships

or other significant links which could materially interfere with the
exercise of his independent judgement. Collectively, the Non-
Executive Directors bring a valuable range of expertise in assisting
the Company to achieve its strategic aims.

All Directors are subject to election by the shareholders at the
first opportunity after their initial appointment to the Board and
to re-election thereafter at intervals of not more than three years.
(For biographical details of the Directors please see page 30.)

The Company has a separate Chairman and Chief Executive
each with their own responsibilities. The Chairman is responsible
for the effective running of the Board and the Chief Executive is
ultimately responsible for all operational matters and the financial
performance of the Company.

Meetings with Non-Executive Directors
The Chairman holds meetings as required with the Non-Executive
Directors without the Executive Directors being present.

Matters reserved for the Board
The Board has a formal schedule of matters reserved for its
decision which includes:

- Group strategy and policy;

- Group corporate and capital structure;
- financial reporting and controls;

- communication with shareholders;

- Board membership and other senior management
appointments; and

- material transactions.

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 significant to the Group.

Board meetings

The Board is supplied in a timely manner with information in

a form and of a quality appropriate to enable it to discharge its
duties. This includes detailed monthly management accounts and
an analysis of the Group’s actual performance against budget
and the previous year.

The Board usually meets formally not fewer than eight times a
year. Informally, Board members meet more often.




Individual attendance by Directors at full meetings of the Board and of other committees

Board Audit Remuneration Nomination

No. of meetings No. attended No. of meetings ~ No. attended No. of meetings  No. attended No. of meetings No. attended
Sean O’Connor 10 9 2* 2* 2 2 4 4
Martin May 10 10 2* 2* - - - -
Richard Bingham 8 8 1* 1* - - - -
David Robins 10 10 2 2 2 2 4 4
David McManus 10 9 2 2 2 2 4 4
Michael Reynolds 2 1 1* 1* — — — —

* By invitation only.

Board committees

The Board delegates certain powers to designated
committees. The terms of reference for the principal
Committees can be obtained by contacting the Group
Company Secretary at the Company’s registered office or
viewed on the Company’s website.

Audit Committee

The Audit Committee has formal Terms of Reference which are
approved by the Board. The Audit Committee is responsible
for exercising the full powers and authority of the Board in
accounting matters, financial reporting and internal controls.

Its primary responsibilities are to monitor the quality of internal
controls and ensure that the financial performance of the
Company is properly measured and reported on. It receives
and reviews reports from the Company’s management and
auditors relating to the interim and annual accounts and the
accounting and internal control systems in use throughout the
Company. The Audit Committee meets at least twice a year
and has unrestricted access to the Company’s auditors.

The Committee consists solely of Non-Executive Directors,
each of whom has financial experience in a large organisation.
During the year, the Audit Committee comprised David
Robins (Chairman), and David McManus. At the invitation

of the Committee, the Chairman, the Chief Executive, Chief
Financial Officer, Group Company Secretary, Group Financial
Controller, Director of Internal Audit and the Company’s
external auditor may attend meetings.

Remuneration Committee

The Remuneration Committee has formal Terms of Reference
which are approved by the Board. Its principal responsibility

is to determine the framework or broad policy for the
remuneration of the Chairman and the Executive Directors, to
consider and determine all elements of the remuneration of
those Directors and to review Board performance. No Director
takes part in any discussion concerning his own position. The
Committee also determines and recommends the grant of
share options under the Company’s Performance Share Plan.

The Committee consists solely of Non-Executive Directors
and, during the year, comprised David McManus (Chairman),
David Robins and Sean O’Connor.

At the invitation of the Committee, the Chief Executive,

Chief Financial Officer, Group HR Director, Group Company
Secretary and external advisers may attend meetings.
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Nomination Committee

The Nomination Committee has formal Terms of Reference
which are approved by the Board. It is responsible for monitoring
and formally reviewing the performance, composition, balance
and expertise of the Board as a whole and making an appraisal
of the contribution of individual Directors, including a review of
their time commitment and attendance records. The Committee
also considers succession planning for the Board and Group
senior management. When necessary the Committee prepares
a description of the role to be filled and engages external
consultants to administer a detailed search and the generation
of a shortlist of suitable candidates. Any recommendations for
appointments or replacements are brought before the Board
and in exercising this role, the Directors have regard to the
recommendations put forward in the Combined Code.

The Committee consists solely of Non-Executive Directors
and, during the year, comprised Sean O’Connor (Chairman),
David McManus and David Robins. At the invitation of the
Committee, the Chief Executive, Chief Financial Officer, Group
HR Director, Group Company Secretary and external advisers
may attend meetings.

The Nomination Committee met specifically during the year
to consider the appointment of a new Chief Financial Officer,
Richard Bingham and to approve the appointment

of Sean O’Connor as Chairman.

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 has the responsibility for
ensuring effective communication with shareholders and that
the Board is fully aware of major shareholders’ views and
opinions. The Chief Executive, along with the Chairman and
Chief Financial Officer are available to meet shareholders for
this purpose.

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

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 provides 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.




Corporate governance report
continued

Audit, internal control and risk management

The respective responsibilities of the Directors and the
auditors in connection with the Annual Report and Accounts
are explained on page 34.

Following the publication of guidance for Directors, Internal
Control: Guidance for Directors on the Combined Code,

the Board confirms that there is an ongoing process for
identifying, evaluating and managing any significant risks
faced by the Group. A formal process is now in place and

is regularly reviewed by the Board in the light of the Turnbull
Guidance and the subsequent Flint Report. The Directors
are responsible for the Group’s system of internal control and
for reviewing its effectiveness. However, such a system can
only provide reasonable, but not absolute, assurance against
material misstatement or loss. The system is designed to
manage rather than eliminate the risk of failure to achieve
business objectives.

The Directors consider proper risk management to be crucial
to the Group’s ongoing success. They give a high priority

to ensuring that adequate systems and structures are in

place to measure, analyse and limit exposure to risk. The
Directors have established key procedures to ensure that
internal controls are effective and are commensurate with a
group of this size. A key control procedure is the day to day
supervision of the business by the Directors. Other internal
control procedures and reviews for effectiveness by the Board
continue to be developed.

The Director of Internal Audit reports directly to the Audit
Committee and will meet regularly with the Audit Committee
in the absence of management. In addition, a procedure has
been introduced by which employees may, in confidence,
raise concerns about possible improprieties in matters of
financial reporting or other matters.

Audit and auditor independence

An additional responsibility of the Audit Committee is to
keep under review the scope and cost effectiveness of the
external audit. This includes recommending to the Board
the appointment of the external auditors and for reviewing
the scope of the audit, approving the audit fee and, on an
annual basis, satisfying the Committee that the auditors are
independent.

PricewaterhouseCoopers LLP are retained to perform audit

and audit-related work on the Group, the Company and the
majority of Group companies.

38 Cape plc Annual Report 2008

Deloitte LLP are retained to provide all UK and overseas tax-
related advice. It is now Group policy to keep audit and tax
advice separate.

The Audit Committee monitors the nature and extent of
non-audit work undertaken by the auditors. It is satisfied

that there are adequate controls in place to ensure auditor
independence and objectivity. The matter is kept under review
and is a standing item on the agenda for the Audit Committee
reports. Periodically, the Audit Committee monitors the

cost of non-audit work undertaken by the auditors. The Audit
Committee considers that it is in a position to take action if at any
time it believes that there is a risk of the auditors’ independence
being undermined through the award of this work.

The split between audit and non-audit fees for the year under
review appears in note 9 on page 55.
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