






2. Significant accounting policies (continued)

Goodwill and intangible asset impairments
The Group supplies a number of products and services some of which arise from internal development expenditure or through the
acquisition of specific businesses. Management necessarily applies its judgement in allocating assets that do not generate independent
cash flows to appropriate cash-generating units (CGUs), and also in estimating the timing and value of underlying cash flows within the
value-in-use calculation. Subsequent changes to the CGU allocation or to the timing of asset cash flows could impact the respective
assets.

Taxation
The GroupÕs operations have wide geographic coverage, resulting in differing taxation regimes depending on the location in which those
activities take place. The effective rate reflects this broad geographic spread of profits, irrecoverable losses in certain territories, a variety
of imputed and higher rate overseas tax regimes and non-deductible items.

Accounting provision must be made for taxation liabilities before tax returns are filed, and review or audit of these returns by the local
taxation authorities can take place several years later. Management makes provision for taxation liabilities on what it believes to be a fair
and reasonable calculation of the probable liability, which includes recognition of deferred tax assets or liabilities on temporary differences
between accounting and taxable profit. Changes in the underlying assumptions regarding the reversal of these differences, or in the tax
regime where the differences arise, could result in significant changes in the carrying value of tax assets or liabilities.

3. Revenue

An analysis of the GroupÕs revenue is as follows: 2007 2006
£Õ000 £Õ000

Rendering of services 431,557 251,176
Sale of goods 59,980 39,432
Revenue from construction contracts 27,283 10,119

518,820 300,727
Investment income (see note 7) 6,327 3,855

525,147 304,582
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4. Business and geographical segments

For management purposes, the Group is organised into two operating divisions – Regional businesses and Global businesses. These

divisions are the basis on which the Group reports its primary segment information.

Principal activities are as follows:

Regional businesses provide services which are primarily driven by customer operating expenditure. Customer requirements are often

for a short period of time, and delivery is made through, and supported by, the Group’s locally established infrastructure.

Global businesses provide products and services which are primarily driven by customer capital expenditure. These products and

services, which are often based upon bespoke engineering or technology based solutions, are delivered remotely over a longer term

period of time and are typically for offshore projects.

Segment information about these businesses is presented below:

Regional Global Regional Global

businesses businesses Total businesses businesses Total

2007 2007 2007 2006 2006 2006

£’000 £’000 £’000 £’000 £’000 £’000

Continuing operations
Segment revenue
External revenue 321,944 196,876 518,820 169,482 131,245 300,727

Segment result
Underlying gross profita 48,983 42,039 91,022 19,631 26,580 46,211

Intangible asset amortisation – 

business combinations (5,129) (604) (5,733) (262) (473) (735)

Segment gross profit 43,854 41,435 85,289 19,369 26,107 45,476

Unallocated corporate expenses (18,480) (11,360)

Operating profit 66,809 34,116

In the prior year, joint ventures, which are accounted for under the equity method, are all attributable to the Global businesses segment.

a Underlying gross profit is before exceptional items and intangible asset amortisation that arises on business combinations. Exceptional items are classified as those which

management has identified and disclosed as material one-off or unusual items. In the prior year, exceptional items comprise gains on disposal of businesses.

Regional Global Regional Global

businesses businesses Unallocated Total businesses businesses Unallocated Total

2007 2007 2007 2007 2006 2006 2006 2006

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Other information
Non-current asset 

additions 323,599 107,924 5,572 437,095 20,032 35,497 2,655 58,184

Depreciation and 

amortisation 23,751 20,225 2,248 8,225 20,201 3,488 31,914

Impairment losses 498 – – 498 718 – – 718

Balance sheet

Assets
488,707 170,770 50,040 709,517 137,600 98,260 56,116 291,976

Total assets 488,707 170,770 50,040 709,517 137,600 98,260 56,116 291,976

Liabilities
Segment liabilities (59,853) (31,052) (309,227) (400,132) (46,559) (31,613) (104,254) (182,426)

Total net assets 428,854 139,718 (259,187) 309,385 91,041 66,647 (48,138) 109,550

Unallocated segment assets and liabilities primarily comprise the Group’s cash, borrowing facilities, corporation tax liabilities and deferred

tax assets and liabilities.
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4. Business and geographical segments (continued)

Geographical segments
The Group’s operations are analysed between Europe and FSUa, West Africa, North Africa and Middle East, Asiab, North America (Land),

North America (GOM)c and Latin America. The following table provides an analysis of the Group’s sales by geographical market:

2007 2006

£’000 £’000

Europe and FSU a 189,024 130,792

West Africa 80,629 45,064

North Africa and Middle East 46,593 17,206

Asia b 72,583 59,179

North America – Land 62,081 24,009

North America – GOM c 34,809 22,945

Latin America 33,101 1,532

518,820 300,727

The following is an analysis of the carrying amount of segment assets, and additions to goodwill, property, plant and equipment, and

intangible assets, analysed by the geographical area in which the assets are located:

Carrying value of assets Non-current asset additions
2007 2006 2007 2006

£’000 £’000 £’000 £’000

Europe and FSU a 173,008 95,259 77,809 9,586

West Africa 98,741 40,267 62,816 13,630

North Africa and Middle East 62,414 15,369 56,234 5,202

Asia b 54,500 33,775 29,893 9,291

North America – Land 135,723 25,213 91,972 8,777

North America – GOM c 85,823 24,360 74,270 8,480

Latin America 49,268 1,617 42,180 563

Unallocated 50,040 56,116 1,921 2,655

709,517 291,976 437,095 58,184

a Former Soviet Union.

b Sakhalin Island is included within Asia for segmental reporting purposes.
c Gulf of Mexico.
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5. Operating profit

Operating profit has been arrived at after charging/(crediting):

2007 2006

£’000 £’000

Net foreign exchange losses 2,547 610

Gains arising on maturity of forward currency contracts (1,155) –

Research and development costs 5,418 2,408

Amortisation of purchased intangible assets 946 734

Amortisation of intangible assets arising on business combinations 5,733 735

Depreciation of property, plant and equipment 39,545 30,445

(Gain)/loss on disposal of property, plant and equipment (2,398) 1,771

Intangible asset impairment (see note 14) 159 718

Property, plant and equipment impairment (see note 15) 339 –

Inventory impairment 1,165 –

Cost of inventories 87,416 46,571

Receivables impairment 3,057 –

Staff costs (see note 6) 148,472 87,774

Auditors’ remuneration for audit services (see below) 479 252

Share of post-tax results from associates (see note 16) 102 –

Amounts payable to Deloitte & Touche LLP and their associates by the company and its UK subsidiary undertakings in respect of 

non-audit services were £141,000 (2006: £237,000).

A more detailed analysis of auditors’ remuneration on a worldwide basis is provided below:

2007 2006

£’000 £’000

Statutory audit

– Recurring 429 252

– Non-recurring 50 –

479 252

Further assurance services – 105

Tax compliance services 358 39

Tax advisory services – 93

Total non-audit services 358 237

837 489

In addition to the above, £1,044,680 was paid to Deloitte & Touche LLP in connection with the acquisition of Power Well Services and

these amounts have been included within the cost of the acquisition (see note 30). Included in this amount was £269,000 in respect of

tax advisory services.

A description of the work of the audit committee is set out in the corporate governance statement and includes an explanation of how

auditor objectivity and independence is safeguarded when non-audit services are provided by the auditors.
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6. Staff costs

The average monthly number of employees including directors was: 2007 2006

Number Number

Operational 3,644 2,205

Administrative 120 90

3,764 2,295

2007 2006

£’000 £’000

Their aggregate remuneration comprised:

Wages and salaries 130,847 76,901

Social security costs 11,588 6,446

Other pension costs 6,037 4,427

148,472 87,774

The remuneration of the directors, who are the key management personnel of the Group, is set out below in aggregate:

2007 2006

£’000 £’000

Short-term employee benefits 2,463 1,805

Post-employment benefits 116 144

Share-based payments 390 424

2,969 2,373

The number of directors who are members of the Group’s retirement benefit schemes are set out below:

2007 2006

Number Number

Defined benefit scheme 1 3

Defined contribution scheme 3 1

4 4

7. Investment income
2007 2006

£’000 £’000

Interest on bank deposits 1,603 623

Fair value gains on interest rate swap and cap 124 –

Other interest receivable 189 –

Expected return on defined benefit plan assets 4,411 3,232

6,327 3,855

8. Finance costs
2007 2006

£’000 £’000

Interest on bank overdrafts and loans 12,837 3,534

Interest on finance leases 714 663

Finance cost on retirement benefit obligation 4,302 3,977

Unwinding of discount on provisions 170 137

Fair value losses on interest rate swap and cap – 98

Other interest payable 110 –

18,133 8,409
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9. Tax

2007 2006

£’000 £’000

Current tax:

UK corporation tax 2,463 1,638

Foreign tax 20,837 11,821

23,300 13,459

Deferred tax (note 23):

Current year (1,376) (1,739)

Prior year (1,078) (516)

(2,454) (2,255)

20,846 11,204

UK corporation tax is calculated at 30% (2006: 30%) of the estimated assessable profit for the year. Taxation for other jurisdictions 

is calculated at the rates prevailing in the respective jurisdictions.

The charge for the year can be reconciled to the profit per the income statement as follows:

2007 2006

£’000 £’000

Profit before tax 55,105 29,562

Less: Post tax profit from associates (102) –

55,003 29,562

Tax at the UK corporation tax rate of 30% (2006: 30%) 16,501 8,869

Tax effect of expenses that are not deductible in determining taxable profit 995 728

Tax effect of utilisation of tax losses not previously recognised – (1,677)

Tax effect of non-utilisation of tax losses 3,201 2,274

Effect of different tax rates of subsidiaries operating in other jurisdictions 809 1,341

Adjustments to prior year provisions (1,018) (290)

Other 358 (41)

Tax expense for the year 20,846 11,204

10. Dividends

2007 2006

£’000 £’000

Amounts recognised as distributions to equity holders in the year:

Final dividend for the year ended 31 March 2006 of 7.1p per share (31 March 2005: 7.1p per share) 5,192 5,182

Interim dividend for the year ended 31 March 2007 of 3.8p per share (31 March 2006: 3.8p per share) 4,163 2,774

9,355 7,956

Proposed final dividend for the year ended 31 March 2007 of 8.0p per share (31 March 2006: 7.1p per share) 8,766 5,203

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting and has not been included as a 

liability in these financial statements.
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11. Earnings per share

The calculation of the basic and diluted earnings per share is based on the following data:

2007 2006

£’000 £’000

Earnings
Profit for the year 34,259 28,460

Less minority interest (132) (49)

Earnings attributable to equity holders of the parent – continuing and discontinueda 34,127 28,411

Less post tax gain from disposal of joint venture – (9,661)

Less post tax profit from discontinued joint venture operations – (441)

Earnings for the purpose of basic earnings per share – continuingb 34,127 18,309

Adjustments
Post tax profit from discontinued joint venture operations – 441

Earnings for the purpose of headline earnings per sharec 34,127 18,750

Amortisation of intangible assets arising from acquisitions 5,733 735

Less tax on the above (1,985) (226)

Earnings for the purpose of underlying earnings per shared 37,875 19,259

2007 2006

Number Number

Number of shares
Weighted average number of ordinary shares for the purposes of basic earnings per share 100,226,082 77,480,885

Effect of dilutive potential ordinary shares:

Share options 1,442,331 1,252,641

Weighted average number of ordinary shares for the purposes of diluted earnings per share 101,668,413 78,733,526

Earnings per share
From continuing and discontinued operations a

Basic 34.1p 36.6p

Diluted 33.6p 36.1p

From continuing operationsb

Basic 34.1p 23.6p

Diluted 33.6p 23.3p

From discontinued operations
Basic – 13.0p

Diluted – 12.8p

Headlinec

Basic 34.1p 24.2p

Diluted 33.6p 23.8p

Underlyingd

Basic 37.8p 24.9p

Diluted 37.3p 24.5p

The denominator for the purposes of calculating both basic and diluted earnings per share has been adjusted to reflect the bonus

element of the rights issue (see note 27). Underlying earnings per share is based on continuing and discontinued operations and 

is before exceptional items and intangible asset amortisation that arises on business combinations. Exceptional items are classified 

as those which management has identified and disclosed as material one-off or unusual items. Headline earnings per share is based 

on continuing and discontinued operations and is before exceptional items only. Previously published headline earnings per share were

on a continuing basis. 
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12. Subsidiaries

A list of the significant investments in subsidiaries, including the name, country of incorporation and proportion of ownership interest

is given in note 38 to the Company’s separate financial statements.

13. Goodwill

£’000

Cost
At 1 April 2005 23,205

Acquisition of subsidiary 2,260

Exchange differences 415

At 1 April 2006 25,880

Acquisition of subsidiary 175,513

Disposal of subsidiary (1,416)

Adjustment to cost in respect of prior year acquisitions (1,198)

Exchange differences (13,471)

At 31 March 2007 185,308

Accumulated impairment losses
At 1 April 2005 5,039

Exchange differences 330

At 1 April 2006 5,369

Exchange differences (499)

At 31 March 2007 4,870

Carrying amount
At 31 March 2007 180,438

At 31 March 2006 20,511

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected to 

benefit from that business combination. Before recognition of impairment losses, the carrying amount of goodwill, which is comprised

of several CGUs, had been allocated as follows:

2007 2006

£’000 £’000

Regional businesses 165,720 15,744

Global businesses 19,588 10,136

185,308 25,880

The recoverable amounts of the CGUs are determined from value in use calculations.

The key assumptions for the value in use calculations are those regarding the discount rates, growth rates and expected changes to

selling prices and direct costs during the year. Management estimates discount rates using pre-tax rates that reflect current market

assessments of the time value of money and the risks specific to the CGUs. The growth rates are based on industry forecasts. Changes

in selling prices and direct costs are based on past practices and expectations of future changes in the market.

The Group prepares cash flow forecasts derived from the most recent financial forecasts for the next two years and extrapolates cash

flows for the following three years based on an estimated growth rate of 3%. This rate does not exceed the average long-term growth

rate for the relevant markets.

A pre-tax discount rate of 13.5% is used.
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14. Intangible assets
Patents

and Customer Trade
licences relationships names Technology Software Total

£’000 £’000 £’000 £’000 £’000 £’000

Cost
At 1 April 2005 4,448 1,623 571 – 3,457 10,099

Additions 100 – – – – 100

Acquisition of subsidiary 2,191 632 850 – – 3,673

Disposals – – – – (1,136) (1,136)

Exchange differences 335 111 88 – 43 577

At 1 April 2006 7,074 2,366 1,509 – 2,364 13,313

Additions 76 – – – 1,221 1,297

Acquisition of subsidiary – 78,663 6,233 16,990 2,538 104,424

Disposal of subsidiary (288) – – – – (288)

Exchange differences (493) (6,161) (602) (1,300) (315) (8,871)

At 31 March 2007 6,369 74,868 7,140 15,690 5,808 109,875

Amortisation
At 1 April 2005 972 27 6 – 1,975 2,980

Charge for the year 787 212 107 – 363 1,469

Disposals – – – – (1,136) (1,136)

Impairment 718 – – – – 718

Exchange differences 44 5 3 – 9 61

At 1 April 2006 2,521 244 116 – 1,211 4,092

Charge for the year 367 3,965 473 1,009 865 6,679

Disposal of subsidiary (91) – – – – (91)

Impairment 159 – – – – 159

Exchange differences (208) (121) (23) (28) (42) (422)

At 31 March 2007 2,748 4,088 566 981 2,034 10,417

Carrying amount
At 31 March 2007 3,621 70,780 6,574 14,709 3,774 99,458

At 31 March 2006 4,553 2,122 1,393 – 1,153 9,221

The remaining amortisation period in respect of the above assets is between 12 and 14 years.
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15. Property, plant and equipment
Assets in the 

Land and Plant and course of 
buildings equipment construction Total

£’000 £’000 £’000 £’000

Cost
At 1 April 2005 7,657 157,081 15,839 180,577

Additions 1,839 23,349 26,237 51,425

Transfers – 21,999 (21,999) –

Acquisition of subsidiary – 726 – 726

Exchange differences 140 7,125 615 7,880

Disposals – (11,507) – (11,507)

At 1 April 2006 9,636 198,773 20,692 229,101

Additions 824 34,872 24,333 60,029

Transfers – 33,014 (33,014) –

Acquisition of subsidiary 2,120 93,712 – 95,832

Disposal of subsidiary – (3,186) – (3,186)

Exchange differences (344) (21,126) (1,484) (22,954)

Disposals – (39,224) – (39,224)

At 31 March 2007 12,236 296,835 10,527 319,598

Accumulated depreciation
At 1 April 2005 1,791 106,360 – 108,151

Charge for the year 625 29,820 – 30,445

Exchange differences (28) 4,000 – 3,972

Disposals – (8,890) – (8,890)

At 1 April 2006 2,388 131,290 – 133,678

Charge for the year 865 38,680 – 39,545

Impairment – 339 – 339

Disposal of subsidiary – (2,129) – (2,129)

Exchange differences (54) (9,664) – (9,718)

Disposals – (36,424) – (36,424)

At 31 March 2007 3,199 122,092 – 125,291

Carrying amount
At 31 March 2007 9,037 174,743 10,527 194,307

At 31 March 2006 7,248 67,483 20,692 95,423

The carrying amount of the Group’s land and buildings and plant and equipment in respect of assets held under finance leases is 

as follows:

2007 2006

£’000 £’000

Land and buildings 7,000 7,196

Plant and equipment 774 580

7,774 7,776

At 31 March 2007, the Group had entered into contractual commitments for the acquisition of property, plant and equipment 

amounting to £18.7m (2006: £17.9m).
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16. Interests in associates and joint ventures

2007 2006

£’000 £’000

Aggregated amounts relating to share of associates
Total share of assets 559 –

Total share of liabilities (281) –

278 –

Share of revenues 386 –

Share of costs (228) –

Share of tax (56) –

Profit after tax 102 –

On 30 June 2006 and prior to its acquisition, Power Well Services and Impact Solutions Group Limited established a number of jointly

owned entities, collectively referred to as ‘Secure Drilling’. These entities were established in order to provide Managed Pressure Drilling

services to the oil and gas industry. Details of the specific entities are included under note 38. The amounts disclosed above reflect the

results of these entities for the nine months since the acquisition of Power Well Services and include an investment of £185,000 made

by the Group during the year.

Joint ventures
On 31 October 2005 the Group disposed of its 50% holding of the ordinary share capital in the following companies; QuantX Wellbore

Instrumentation Limited, QuantX Wellbore Instrumentation LLC and QuantX Wellbore Instrumentation (International) Limited, including

the subsidiaries of QuantX Wellbore Instrumentation Limited, Blenheim Technology Group Limited and Plus Design Limited, which carried

out all of the Group’s permanent monitoring operations.

31 October 31 March 

2005 2005

£’000 £’000

Share of assets
Non current assets 1,763 1,768

Current assets 6,777 3,680

8,540 5,448

Share of liabilities
Current liabilities (4,778) (2,206)

Share of net assets 3,762 3,242

Disposal (3,762)

–

Post tax gain from disposal of joint ventures
15,319

Amount due to acquirer (996)

Contribution by acquirer to pension deficit (see note 33) 1,465

Net consideration 15,788

Less share of net assets (3,762)

Foreign exchange transferred from translation reserve (365)

Costs of disposal (200)

Gain on disposal of joint ventures 11,461

Tax (1,800)

Post tax gain from disposal of joint ventures 9,661

As joint ventures are equity accounted for, there are no cash flows attributable to the operating, investing and financing activities 

of discontinued operations.
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16. Interests in associates and joint ventures (continued)

Post tax profit from joint ventures Discontinuing

2006

£’000

Share of revenue 7,765

Share of costs (7,062)

Share of tax (262)

Share of post tax profit 441

All activities of the joint ventures were attributable to the Global businesses segment.

17. Inventories
2007 2006

£’000 £’000

Raw materials 4,207 3,948

Consumables 23,402 12,930

Work-in-progress 4,076 2,359

31,685 19,237

18. Construction contracts

2007 2006

£’000 £’000

Contracts in progress at balance sheet date:
Amounts due from contract customers included in trade and other receivables 201 3,587

Amounts due to contract customers included in trade and other payables (5,007) (704)

(4,806) 2,883

Contract costs incurred plus recognised profits less recognised losses to date 24,301 17,699

Less: progress billings (29,107) (14,816)

(4,806) 2,883

Current year advances amount to £2,669,000 (2006: £Nil) and there were no customer retentions in either the current or preceding year.

Trade receivables arising from construction contracts are all due for settlement within one year.
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19. Trade and other receivables
2007 2006

£’000 £’000

Trade receivables 133,568 65,412

Impairment provision (7,555) (2,663)

126,013 62,749

Accrued income 25,838 25,294

Prepayments 6,724 3,800

Receivables from associates 302 –

Other receivables 2,769 3,734

161,646 95,577

At 31 March 2007 and 31 March 2006 there were no significant risk weighted concentrations of credit risk with exposure spread over

a large number of customers and counter-parties.

20. Cash and bank overdraft
2007 2006

£’000 £’000

Cash 32,872 45,642

Bank overdraft repayable on demand (2,142) –

Net cash and cash equivalents 30,730 45,642

Cash comprises of cash held by the Group and short-term bank deposits with an original maturity of three months or less. The overdraft

relates to a subsidiary and is secured over the assets of that subsidiary. The carrying amount of these assets and liabilities approximates

to their fair values.

21. Trade and other payables
2007 2006

£’000 £’000

Trade payables 34,090 21,483

Accruals 55,331 34,461

Deferred income 14,158 9,925

Payables to associates 761 –

Other tax and social security 2,736 2,069

Amount due to acquirer of joint ventures (see note 16) – 996

Other payables 1,621 4,225

108,697 73,159

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The average credit

period taken for trade purchases is 60 days. The directors consider that the carrying amount of trade payables approximates to their 

fair value.
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22. Bank loans
2007 2006

£’000 £’000

Bank loans 202,687 62,699

Prepaid arrangement facility fee (1,482) –

201,205 62,699

Included in current liabilities 294 –

Included in non-current liabilities 200,911 62,699

201,205 62,699

Analysis of bank loans by currency and average interest rates paid:
2007 2007 2006 2006

£’000 % £’000 %

US Dollars 183,393 6.6 46,109 5.5

Sterling 19,000 5.8 – –

Norwegian Kroner 294 7.0 – –

Euros – 4.1 6,954 3.8

Canadian Dollars – 5.2 4,935 4.0

Australian Dollars – 7.0 4,701 7.2

202,687 62,699

Weighted average interest rates paid:
2007 2006

% %

Bank loans 6.4 5.3

The Group’s primary funding is provided by a $550m five year multi-currency revolving credit facility which was entered into in July 2006.

Interest on the $550m facility is calculated at 0.7% above LIBOR. The loan re-prices at a frequency of between one week and six months.

The outstanding amount of the revolving credit facility is repayable on 30 June 2011 and the facility is secured by fixed and floating

charges over the assets of the Group. At 31 March 2007 the Group had $153m of committed borrowing facilities available. 

As the facility is arranged at floating interest rates it exposes the Group to cash flow interest rate risk. The fair value of the facility is

nominal value, as mark to market differences would be minimal given frequency of resets.

The main facility is collectively a designated net investment hedge against the Group’s overseas subsidiaries. Foreign exchange

movements in the fair value of the facility loans are recognised directly in equity, offset against foreign exchange movements in 

the net investment.

At the 31 March 2007, current liabilities include a mortgage of NOK0.8m and a government loan of NOK2.3m. The government loan
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23. Deferred tax

The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the current 

and previous years.

Accelerated Retirement
tax Tax benefit Business

depreciation losses obligations combinations Other Total
£’000 £’000 £’000 £’000 £’000 £’000

At 1 April 2005 (894) 940 6,997 (1,629) (3,573) 1,841

Credit/(charge) to income 2,116 (1,018) 65 – 1,092 2,255

Acquisition of subsidiary – – – (1,351) – (1,351)

Credit/(charge) to equity – – (1,381) – 1,948 567

Other – – – 474 – 474

Exchange differences 73 78 – – – 151

At 1 April 2006 1,295 – 5,681 (2,506) (533) 3,937

Credit/(charge) to income (3,419) 762 (86) 1,208 3,989 2,454

Acquisition of subsidiary (8,001) 6,948 252 (30,148) (1,046) (31,995)

Charge to equity – – (663) – (69) (732)

Exchange differences 333 (532) (20) 2,487 31 2,299

At 31 March 2007 (9,792) 7,178 5,164 (28,959) 2,372 (24,037)

Certain deferred tax assets and liabilities have been offset in the table above.

The following is the analysis of the deferred tax balances for financial reporting purposes:

2007 2006

£’000 £’000

Deferred tax assets 7,536 6,365

Deferred tax liabilities (31,573) (2,428)

(24,037) 3,937

A deferred tax asset has not been recognised in respect of £5.8m of these losses due to the unpredictability of future profit streams 

(2006: deferred tax asset £Nil). These losses will expire in 2025.

The amount of £30,148,000 included within business combinations, relates to the deferred tax arising on the fair value adjustment

following the acquisition of Power Well Services.
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At the balance sheet date, the Group has unused tax losses of £26.3m (2006: £1.1m) available for offset against future profits. 



24. Derivative financial instruments

Currency derivatives
During the period the Group utilised currency derivatives to hedge significant future transactions and cash flows. The Group enters

into forward foreign currency contracts, designated as hedging instruments when the conditions specified by IAS 39 are met,

based upon highly probable forecast foreign currency cash flows to minimise currency exposures that arise on sales denominated

in foreign currencies, predominantly US Dollars. These arrangements are designed to address exchange exposures in the year

ended 31 March 2007 and are renewed on a revolving basis as required. No such derivatives were in place as at 31 March 2007.

As such the total notional amount of outstanding forward foreign exchange contracts in place at the balance sheet date is £Nil

(2006: £21,479,000) and the fair value of the Group’s forward foreign exchange contracts designated as cash flow hedging instruments

is £Nil (2006: liability £295,000). 

Interest rate derivatives
The Group’s policy on interest rate risk is designed to limit the Group’s exposure to fluctuating interest rates. The borrowings as at 

31 March 2007 are floating rate bank borrowings which bear interest fixed for periods between one and six months based upon LIBOR

and as such are subject to cash flow interest rate risk.

Interest rate swap

The Group has a five year interest rate swap which expired on 15 May 2007 for £12 million at a fixed rate of 5.62%. Interest payable or

receivable under the swap during the year is the difference between three month LIBOR and the fixed swap rate. This amount has been

included in finance charges.

At the balance sheet date the swap had no fair value (2006: liability £138,000). The swap is not a designated hedging instrument and

as such it is accounted for as at fair value through profit and loss.

Interest rate cap

The Group has a five year US Dollar interest rate cap for $40m at 6.25% which expired on 15 May 2007. At the balance sheet date the cap

had no fair value. The cap is not a designated hedging instrument and as such it is accounted for as at fair value through profit and loss.

25. Finance leases
Present Present

Minimum Future value of Minimum Future value of

lease finance lease lease finance lease

payments charges payments payments charges payments

2007 2007 2007 2006 2006 2006

£’000 £’000 £’000 £’000 £’000 £’000

Within one year 2,275 (668) 1,607 1,435 (667) 768

In the second to fifth years inclusive 6,573 (2,106) 4,467 4,795 (2,080) 2,715

After five years 4,354 (733) 3,621 6,503 (1,246) 5,257

13,202 (3,507) 9,695 12,733 (3,993) 8,740

Included in current liabilities 1,607 768

Included in non-current liabilities 8,088 7,972

9,695 8,740

The average lease term is 7 years (2006: 9 years).

For the year ended 31 March 2007, the average effective borrowing rate was 9.81% (2006: 9.60%). Interest rates are fixed at the contract

date. All leases are on a fixed repayment basis and no arrangements have been entered into for contingent rental payments.

The fair value of the Group’s lease obligations approximates to their carrying amount. For certain properties, lease payments increase in

line with market rental rates.
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26. Provisions
Deferred

acquisition
consideration

£’000

At 1 April 2006 3,070

Payment (115)

Movement in valuation (2,080)

Unwinding of discount on provisions 170

Exchange difference (142)

At 31 March 2007 903

Included in current liabilities 55
Included in non-current liabilities 848

903

The deferred consideration provision is in respect of estimated sales-related deferred payments due on acquisitions made in prior years.

Payments are based on the number of units sold or on percentage of revenue, with forecast sales calculated using management’s best

estimates. The provision is due for settlement by 2018.

27. Share capital Allotted Allotted,
called up called up

Authorised and fully paid and fully
number of Authorised number of paid

shares £’000 shares £’000

Ordinary share capital of 10 pence per share
At 1 April 2005 81,000,000 8,100 66,462,595 6,646

Increase in authorised share capital 19,000,000 1,900 – –

Employee share option schemes – options exercised – – 173,744 18

Shares issued – – 6,640,000 664

At 31 March 2006 100,000,000 10,000 73,276,339 7,328

Increase in authorised share capital 40,000,000 4,000 – –

Employee share option schemes – options exercised – – 975,936 98

Shares issued – – 35,326,082 3,532

At 31 March 2007 140,000,000 14,000 109,578,357 10,958

The Group has one class of ordinary shares which carry no right to fixed income. 

On 26 July 2006, 26,170,121 ordinary shares of 10 pence each were issued at a price of 500 pence per share under a rights issue. 

The premium arising on this share issue was credited against the merger reserve offset by costs of £3,271,265, which arose from 

the issue. The remaining balance of the merger reserve was transferred to retained earnings. On 31 July 2006 a further 9,155,961

ordinary shares of 10 pence each were issued to First Reserve as part consideration for the acquisition of Power Well Services. 

These shares were issued at a price of 673 pence per share which was the market price on that date.
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28. Statement of changes in equity

Share Share Merger Other Hedging Translation Own Equity Retained Minority
capital premium reserve reserve reserve reserve shares reserve earnings interest Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 April 2005 6,646 929 – – – (1,963) (407) 417 47,535 33 53,190

Adoption of IAS 32 and 39 – – – – 826 – – – (279) – 547

Recognised income

and expense – – – – (1,071) 5,307 – – 33,364 49 37,649

Dividends paid – – – – – – – – (7,956) – (7,956)

Issue of share

capital for cash 665 (947) 25,232 – – – – – – – 24,950

Issue of share capital on

exercise of share options 17 588 – – – – – – – – 605

Share-based

payments – – – – – – – 615 – – 615

Minority interest 

on acquisition – – – – – – – – – 33 33

Acquisition of

minority interest – – – – – – – – – (83) (83)

Transfers – – (25,232) – – – 55 – 25,177 – –

At 1 April 2006 7,328 570 – – (245) 3,344 (352) 1,032 97,841 32 109,550

Recognised income

and expense – – – – (3,318) (17,275) – – 35,588 132 15,127

Dividend paid – – – – – – – – (9,355) – (9,355)

Issue of share 

capital for cash 2,616 – 124,975 – – – – – – – 127,591

Issue of share capital on

acquisition of subsidiary 916 – – 60,677 – – – – – – 61,593

Issue of share capital on

exercise of share options 98 3,226 – – – – – – – – 3,324

Share-based 

payments – – – – – – – 910 629 – 1,539

Minority interest 

on acquisition – – – – – – – – – 16 16

Transfers – – (124,975) – – – 352 (398) 125,021 – –

At 31 March 2007 10,958 3,796 – 60,677 (3,563) (13,931) – 1,544 249,724 180 309,385

A description of the nature and purpose of each reserve within equity is included under note 40.
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29. Disposal of subsidiary

On 28 February 2007 the Group disposed of its interest in Expro Group Canada Inc to Enseco Energy Services Corporation. The net

assets of Expro Group Canada Inc at the date of disposal were as follows:

28 February
2007

£’000

Intangible assets 197

Property, plant and equipment 1,057

Inventories 441

Trade and other receivables 1,134

Bank balances and cash 69

Current tax liability (29)

Trade and other payables (348)

Attributable goodwill 1,416

3,937

Proceeds 3,711

Net assets on disposal (3,937)

Recycled foreign exchange 344

Costs of disposal (118)

Gain/(loss) on disposal –

Satisfied by:

Cash consideration 1,805

Deferred consideration 609

Unsecured convertible debenture 1,297

3,711

Net cash inflow arising on disposal:

Cash consideration 1,805

Cash and cash equivalents disposed of (69)

Directly attributable costs (paid) (18)

1,718

The disposal of Expro’s Canadian Wireline and TCP business did not represent a discontinued operation as Expro continues to operate

within Canada, including its downhole tractor services and Excape completion services, as well as supplying Wireline and TCP services

across the globe.

The unsecured convertible debenture has been recorded at fair value.

Annual report and accounts 2007

Notes to the Consolidated Accounts – Year ended 31 March 2007

74

70409 accounts  30/5/07  20:57  Page 74



30. Acquisition of subsidiary

The Group acquired Power Well Services “PWS” on 3 July 2006. PWS is a leading supplier of well testing and other flow management

products and services to the global oil and gas industry. The acquisition comprised a 100% interest in Power Well Services Inc (registered

in the USA) and a 100% interest in Power Well Services Holding LP (registered in the Cayman Islands), and their respective subsidiaries.

This transaction has been accounted for by the purchase method of accounting.

All assets and liabilities were recognised at their respective fair values. The residual excess over net assets acquired is recognised 

as goodwill in the financial statements.

Adjustment
Provisional to reflect

Provisional fair value US GAAP Provisional
book value adjustments to IFRS fair value

£’000 £’000 £’000 £’000

Intangible assets 15,875 86,142 2,407 104,424

Property, plant and equipment 100,547 (2,308) (2,407) 95,832

Inventories 13,858 (121) – 13,737

Trade and other receivables 54,964 (2,680) – 52,284

Cash 6,540 – – 6,540

Bank overdraft (2,703) – – (2,703)

Trade and other payables (25,568) (831) – (26,399)

Current tax liabilities (10,531) – – (10,531)

Finance leases (381) – – (381)

Bank loans (134,974) – – (134,974)

Retirement benefit obligation (126) – (774) (900)

Deferred tax liabilities (2,099) (30,148) 252 (31,995)

Minority interest (17) – – (17)

15,385 50,054 (522) 64,917

Goodwill 175,513

Total consideration 240,430

Satisfied by:

Cash 168,757

Shares 61,593

Directly attributable costs 10,080

240,430

Net cash outflow arising on acquisition:

Cash consideration 168,757

Directly attributable costs 10,080

Cash acquired less bank overdraft (3,837)

175,000

The values set out above are provisional pending finalisation of the fair values attributable, which will be completed by 2 July 2007.

Shares issued were valued at market price at the date of acquisition.

The goodwill arises through the strengthening of the Group’s geographical footprint, product pull-through opportunities with new clients

and the value of the acquired workforce.

The revenue and operating profit of PWS for the year has not been disclosed as integration of the business has made this impracticable.

If the acquisition had been completed on 1 April 2006, total Group revenue for the year would have been £561.8m, and operating profit

for the year would have been £70.4m, after deducting intangible asset amortisation arising on consolidation of £6.9m.
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31. Operating lease arrangements

The Group as lessee
2007 2006

£’000 £’000

Minimum lease payments under operating leases recognised as an expense in the period 17,117 5,051

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under non-cancellable

operating leases, which fall due as follows:

2007 2006

£’000 £’000

Within one year 9,472 4,165

In the second to fifth years inclusive 11,646 4,688

After five years 12,605 4,071

33,723 12,924

Operating lease payments represent rentals payable by the Group for property, plant and equipment. Lease payments increase in line

with market rental rates for certain properties.

32. Share-based payments

Equity settled share option plans
Included within wages and salaries in note 6 is an expense arising from share-based payment transactions of £909,889 

(2006: £615,014) all of which relate to equity settled share-based payments. Details of each of the employee share plans 

in place are given below and where applicable in the remuneration report.

As described in note 27, the Group issued ordinary share capital by way of a rights issue at a discount to the market. Consequently 

a bonus element was applied to the number of share options outstanding as at the date of the rights issue and the exercise price of

those options were reduced so that the fair value of the grant to the option holder was not affected.

Below is a summary of the schemes in place during the year:

a) Executive share option scheme
The Group operates an executive share option scheme under which awards of share options are made to selected individuals (directors

and senior managers) based on the achievement of an EPS growth target established at the date of grant. The EPS growth is calculated

for a continuous three year period during the normal exercise period. When the EPS growth is met the options vest and can be exercised

within ten years of the grant date.

b) Performance share plan
Under the 2003 and 2004 awards, selected individuals (directors and senior managers) receive an award of shares based on the growth

in the Total Shareholder Return (TSR) for the Group over a three year performance period when compared to growth in TSR 

of FTSE mid 250 companies, provided that the Remuneration Committee is satisfied that the underlying financial performance of the

Group has improved on a sustainable basis over the period. To the extent that any options vest, they will ordinarily remain exercisable

up to three years and three months from the date of grant and are settled in equity once exercised.

Under the 2005 and 2006 awards, which were restricted to executive directors, an award may be made, provided a non-market-based

performance condition of specified EPS growth is achieved over a three year performance period. To the extent that any options vest,

they will ordinarily remain exercisable up to three years and three months from the date of grant and are settled in equity 

once exercised.

c) Sharesave scheme
Under the schemes, which are open to all employees of eligible Group companies, employees are granted share options at a discount

to the open market value at the date of grant. The employees enter into a savings plan for a three year period after which they have a

choice of exercising their option or withdrawing saved funds. No conditions other than continued employment are attached to the grant.
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32. Share-based payments (continued)

d) Share matching plan
Under the scheme, selected individuals (directors and senior managers) may invest a portion of their annual cash bonus in the company’s

shares at open market price. Based on the amount invested, the Group will award free matching shares after a three year 

vesting period equivalent to the amount invested at the grant date share price, grossed up for tax. No conditions other than 

continued employment are attached to the grant.

e) Senior manager share plan
Under the 2007 award, an award may be made to senior management, provided a non-market-based condition of specified EPS growth

is achieved over a three year performance period. To the extent that any options vest, they will ordinarily remain exercisable 

up to 3 years from the date of grant and are settled in equity once exercised.

Scheme details

a) Executive share option scheme
No expense has been recognised in the income statement in the current or the previous year, in accordance with the transitional

provisions of IFRS 1. The following table illustrates the number and weighted average exercise price of, and movements in, share awards

during the year under this plan:

2007 2007 2006 2006

Number Weighted Number Weighted

outstanding average outstanding average

exercise exercise

price price

£ £

At start of year 1,339,187 4.29 1,573,038 4.23

Forfeited (6,467) 3.97 (75,295) 4.38

Exercised (1,008,417) 4.02 (158,556) 3.61

Bonus 91,082 – – –

At 31 March 415,385 4.01 1,339,187 4.29

Range of exercise prices for the share options:

Weighted Weighted Weighted
average average average

Number remaining exercise Number exercise
outstanding contract life price exercisable price

years £ £

2007

£2.75 – £3.74 104,176 2.8 3.29 104,176 3.29
£3.75 – £4.74 311,209 4.4 4.25 311,209 4.25

415,385 4.0 4.01 415,385 4.01

2006

£2.75 – £3.74 221,400 3.3 3.20 221,400 3.20

£3.75 – £4.74 619,602 5.6 4.05 198,673 3.85

£4.75 – £5.74 498,185 4.2 5.07 187,237 5.10

1,339,187 4.7 4.29 607,310 4.00
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32. Share-based payments (continued)

b) Performance share plan
To the extent that any options vest, they will ordinarily remain exercisable up to 3 years and 3 months from the date of grant and are

settled in equity once exercised.

Options were granted over 114,207 ordinary shares on 6 July 2006 and, subject to the performance measurement targets being

attained, will be exercisable on 6 July 2009 at an exercise price of £1 per participant. The weighted average fair value of each share

option granted is 596.0p per share (2006: 429.0p). The expense recognised in the income statement in the year from the share 

option plan is £434,211 (2006: £297,529).

The following table illustrates the number and movements in, share awards during the year under this plan:

2007 2006

Number Number

outstanding outstanding

At start of year 523,580 388,952

Awarded 114,207 137,217

Forfeited (131,836) (2,589)

Exercised (143,404) –

Bonus 45,513 –

At 31 March 408,060 523,580

The performance share plan options have not yet vested.

Weighted
average

Number remaining
outstanding contract life Number

years exercisable

2007 408,060 1.4 –

2006 523,580 1.1 –

c) Sharesave
Options were granted over 147,222 ordinary shares on 4 July 2006, which will ordinarily be exercisable at an exercise price of 603.0p

during the period 1 September 2009 to 28 March 2010. The weighted average fair value of each share option granted is 184.4p 

(2006: 177.0p). The expense recognised in the income statement in the year from the share option plan is £347,522 (2006: £260,946).

The following table illustrates the number and weighted average exercise price of, and movements in, share awards during the year

under this plan:

2007 2007 2006 2006

Number Weighted Number Weighted

outstanding average outstanding average

exercise exercise

price price

£ £

At start of year 731,687 2.68 739,492 2.46

Awarded 147,222 6.03 241,056 3.80

Forfeited (83,608) 3.61 (212,240) 3.07

Exercised (5,221) 2.22 (36,621) 3.33

Bonus 66,929 – – –

At 31 March 857,009 2.96 731,687 2.68
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32. Share-based payments (continued)

Range of exercise prices for the share options:

Weighted Weighted Weighted
average average average

Number remaining exercise Number exercise
outstanding contract life price exercisable price

years £ £

2007

£1.75 – £2.74 513,622 0.9 2.02 – –
£3.75 – £4.74 205,900 2.0 3.52 – –
£4.75 – £5.75 137,487 3.0 5.59 – – 

857,009 1.5 2.95 – –

2006

£2.75 – £3.74 507,077 1.9 2.19 – –

£3.75 – £4.74 224,610 3.0 3.80 – –

731,687 2.2 2.68 – –

d) Share matching plan
28,251 ordinary shares were matched by the Group on 27 June 2006, which will ordinarily be exercisable on 27 June 2009. The

weighted average fair value of each share is 582.5p (2006: 405.3p). The expense recognised in the income statement in the year from

the share option plan is £97,418 (2006: £56,539).

The following table illustrates the number of movements in, share awards during the year under this plan:

2007 2006

Number Number

outstanding outstanding

At start of year 56,897 –

Awarded 28,251 58,048

Forfeited (7,384) (1,151)

Exercised (300) –

Bonus 6,702 –

At 31 March 84,166 56,897

As this is a share matching plan there is no weighted average exercise price:

Weighted Weighted Weighted
average average average

Number remaining exercise Number exercise
outstanding contract life price exercisable price

years £ £

2007 84,166 1.6 – – –

2006 56,897 2.3 – – –
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32. Share-based payments (continued)

e) Senior Manager Share Plan
Options were granted over 44,000 ordinary shares on 1 January 2007 and, subject to the performance measurement targets being

attained, will be exercisable on 18 December 2009 for no consideration. The weighted average fair value of each share option granted

is 853.9p. The expense recognised in the income statement in the year from the share option plan is £30,903. The following table

illustrates the number and movements in share awards during the year under this plan:

Weighted Weighted Weighted
average average average

Number remaining exercise Number exercise
outstanding contract life price exercisable price

years £ £

2007 44,000 2.7 – – –

Assumptions
The following table shows the assumptions used to value the equity settled options granted in the above schemes:

Expected
Grant Dividend Expected Risk free life of Share price Exercise

year yield volatility interest rate option at grant price
Scheme years

PSP 2003 3.43% 40.0% – 3.00 317.5p Nil

PSP 2004 3.82% 40.0% – 3.00 285.0p Nil

SMP 2005 3.82% 40.0% 5.06% 3.00 285.0p Nil

Sharesave 2004 3.63% 40.0% 5.02% 3.25 300.0p 202.0p

PSP 2005 2.37% 40.0% – 3.00 460.0p Nil

SMP 2006 1.77% – – 3.00 614.5p Nil

Sharesave 2005 3.63% 40.0% 5.02% 3.00 300.0p 352.0p

PSP 2006 1.74% – – 3.00 628.0p Nil

Sharesave 2006 1.76% 32.3% 4.78% 3.25 621.0p 559.0p

SMSP 2007 1.17% – – 2.96 884.0p Nil

The Group uses historical volatility figures as an input into the valuation model. For each new grant, the historical volatility is considered

for a period in line with the expected life of the options granted. The expected life used in the calculations has been adjusted, based on

management’s best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations.
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33. Retirement benefit schemes

The Group operates a number of pension schemes consisting of the main scheme for UK based employees and several smaller

schemes for overseas employees. All of the schemes are wholly funded and the assets of the schemes are held separately from 

those of the Group.

Main scheme

The main scheme comprises two parts:

a) a defined benefit scheme, which from 1 October 1999 was closed to new joiners. The contributions to the scheme are determined

by a qualified independent actuary on the basis of regular valuations. The most recent actuarial valuations of plan 

assets and the present value of the defined benefit obligation were carried out at 6 April 2005.

b) a defined contribution scheme was opened upon the closure of the defined benefit scheme, to new joiners. Employee contributions

are matched by an employer contribution up to a ceiling of 5% of basic salary. The pension cost charge for the year 

of the Group’s defined contribution schemes amounted to £1,060,000 (2006: £1,501,000).

Other schemes

The Group operates defined benefit and insured defined benefit arrangements in Holland and Norway. The assets of insured 

schemes are insurance contracts which guarantee the pensions secured to date and an annual valuation of the scheme amends 

the contribution rate each year.

Defined benefit schemes
The major assumptions used to calculate the defined benefit scheme liabilities under IAS 19 Employment benefits were:

2007 2006

% %

Key assumptions used:

Discount rate 5.4 5.0

Expected return on scheme assets 6.6 6.6

Expected rate of salary increases 4.2 3.9

Future pension increases 3.3 2.9

The mortality assumptions adopted at 31 March 2007 imply the following life expectancies:

2007 2006

Remaining Remaining

years years

Males currently aged 40 44 44

Females currently aged 40 47 47

Males currently aged 65 20 20

Females currently aged 65 23 23

The expected long term return on cash is based on cash deposit rates available at the balance sheet date. The expected return on

bonds is determined by reference to UK long dated gilt and bond yields at the balance sheet date. The expected rate of return on equities

and property have been determined by setting an appropriate risk premium above gilt/bond yields having regard to market conditions

at the balance sheet date.

Amounts recognised in the income statement in respect of these defined benefit schemes are as follows:

2007 2006

£’000 £’000

Current service cost (3,340) (2,999)

Interest cost (4,302) (3,977)

Expected return on scheme assets 4,411 3,232

Curtailments – 73

At 31 March (3,231) (3,671)
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33. Retirement benefit schemes (continued)

Of the current service cost for the year, £1,738,000 (2006: £1,560,000) has been included in cost of sales and £1,602,000 

(2006: £1,439,000) has been included in administrative expenses. Actuarial gains and losses have been reported in the statement 

of recognised income and expense. The cumulative amount of actuarial gains and losses recognised in the statement of recognised

income and expense is £1,231,000 (2006: £3,396,000).

The actual return on scheme assets was £2,742,000 (2006: £13,211,000). 

The amount of contributions expected to be paid to the scheme during the year ended 31 March 2008 is £3,879,000.

The amount included in the balance sheet arising from the Group’s obligations in respect of its defined retirement benefit schemes 

is as follows:

2007 2006

£’000 £’000

Present value of defined benefit obligations (89,460) (84,210)

Fair value of scheme assets 71,970 64,862

Deficit recognised in the balance sheet under non-current liabilities (17,490) (19,348)

Movements in the present value of defined benefit obligations in the current year were as follows:

2007 2006

£’000 £’000

At start of year (84,210) (69,697)

Service cost (3,340) (2,999)

Interest cost (4,302) (3,977)

Contributions from scheme members (842) (897)

Actuarial gains and losses 3,834 (5,528)

Exchange difference 231 (77)

Benefits paid 1,246 977

Liability assumed on disposal of joint venture – (1,147)

Liability assumed on acquisition of subsidiary (2,077) (966)

Curtailments – 101

At 31 March (89,460) (84,210)

Movements in the fair value of scheme assets in the current year were as follows:

2007 2006

£’000 £’000

At start of year 64,862 45,815

Expected return on scheme assets 4,411 3,232

Actual less expected return on scheme assets (1,669) 9,979

Exchange difference (31) 49

Contributions from the sponsoring companies 3,624 2,790

Contributions from scheme members 842 897

Benefits paid (1,246) (977)

Assets assumed on disposal of joint venture – 1,179

Contribution by acquirer on disposal of joint venture – 1,465

Assets assumed on acquisition of subsidiary 1,177 433

At 31 March 71,970 64,862
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33. Retirement benefit schemes (continued)

The analysis of the scheme assets and the expected rate of return at the balance sheet date was as follows:

Expected Fair value Percentage
return of asset

2007 2006 2007 2006 2007 2006

% % £’000 £’000 % %

Equity instruments 7.0 7.0 50,772 51,971 71.0 80.0

Debt instruments 5.4 5.0 11,337 7,417 15.0 11.0

Property 7.0 7.0 5,456 585 7.0 1.0

Other assets 4.6 4.4 4,405 4,889 7.0 8.0

71,970 64,862

The history of experience adjustments is as follows:

IFRS IFRS IFRS UK GAAP

2007 2006 2005 2004

£’000 £’000 £’000 £’000

Present value of defined benefit obligations (89,460) (84,210) (69,697) (55,607)

Fair value of scheme assets 71,970 64,862 45,815 39,674

Deficit in the scheme (17,490) (19,348) (23,882) (15,933)

Experience adjustments on scheme liabilities (3) 3,655 (1,050) (387)

Percentage of scheme liabilities 0% 2% 1%

Experience adjustments on scheme assets (1,669) 9,979 2,308 5,201

Percentage of scheme assets (2%) 15% 5% 13%

The amounts disclosed for 2004 are stated on the basis of UK GAAP because it is not practicable to restate amounts for periods prior

to the date of transition to IFRS. 
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34. Events after the balance sheet date

There were no events between the balance sheet date and the date the financial statements were authorised for issue that 

require disclosure.

35. Related party transactions

Transactions between the company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not

disclosed in this note.

Trading transactions
During the year, Group companies entered into transactions with associates who are not members of the Group. In the prior year, Group

companies entered into transactions with joint ventures up to the date of disposal as follows:

Goods and services Goods and services Amounts owing Amounts owing
provided to related provided by related from related to related

party party party party
2007 2006 2007 2006 2007 2006 2007 2006

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Secure Drilling Holding Corp. 4 – – – 4 – – –

Secure Drilling International LP 211 – 631 – 211 – 631 –

Secure Drilling Holding LLC – – – – – – – –

Secure Drilling LP 87 – 130 – 87 – 130 –

QuantX Wellbore Instrumentation Limited – 434 – 22 – – – –

QuantX Wellbore Instrumentation LLC – 229 – – – – – –

QuantX Wellbore Instrumentation 

(International) Limited – 323 – 343 – – – –

302 986 761 365 302 – 761 –

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No provisions have

been made for doubtful debts in respect of the amounts owed by related parties.
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Independent Auditors’ Report to the Members of Expro International Group PLC
We have audited the individual Company financial statements of Expro International Group PLC for the year ended 31 March 2007 which

comprise the balance sheet and the related notes 36 to 40. These individual Company financial statements have been prepared under

the accounting policies set out therein.

We have reported separately on the Group financial statements of Expro International Group PLC for the year ended 31 March 2007 and

on the information in the directors’ remuneration report that is described as having been audited. 

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the Companies Act 1985. Our audit

work has been undertaken so that we might state to the Company’s members those matters we are required to state to them 

in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone

other than the Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we 

have formed.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the annual report, the directors’ remuneration report and the individual Company financial

statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted

Accounting Practice) are set out in the statement of directors’ responsibilities.

Our responsibility is to audit the individual Company financial statements and the part of the directors’ remuneration report to be audited

in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the individual Company financial statements give a true and fair view and whether the individual

Company financial statements have been properly prepared in accordance with the Companies Act 1985. We also report to you whether

in our opinion the directors’ report is consistent with the individual Company financial statements. The information given in the directors’

report includes that specific information presented in the Operating and Financial Review that is cross referred from the Business Review

section of the directors’ report.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the

information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other

transactions is not disclosed.

We read the other information contained in the annual report as described in the contents section and consider whether it is consistent

with the audited individual Company financial statements. We consider the implications for our report if we become aware of any apparent

misstatements or material inconsistencies with the individual Company financial statements. Our responsibilities do not extend to any

further information outside the annual report.

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices 

Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the individual 

Company financial statements. It also includes an assessment of the significant estimates and judgments made by the directors 

in the preparation of the individual Company financial statements, and of whether the accounting policies are appropriate to the

Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order 

to provide us with sufficient evidence to give reasonable assurance that the individual Company financial statements are free from material

misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the

presentation of information in the individual Company financial statements.

Opinion
In our opinion:

● the individual Company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted

Accounting Practice, of the state of the Company’s affairs as at 31 March 2007;

● the individual Company financial statements have been properly prepared in accordance with the Companies Act 1985; and

● the information given in the directors’ report is consistent with the individual Company financial statements.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors 

London, United Kingdom

30 May 2007
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2007 2006

Note £’000 £’000

Fixed assets
Investment in subsidiaries 38 119,387 57,794

Amounts owed by subsidiary undertakings 182,467 54,412

Other receivables 34 –

Deferred tax assets 2,543 –

304,431 112,206

Current assets
Cash 4,620 31

39 (11) (483)

Net current assets/(liabilities) 4,609 (452)

Creditors: Amounts falling due after more than one year
Amounts owed to subsidiary undertakings (23,355) (11,828)

Net assets 285,685 99,926

Capital and reserves
Called-up share capital 40 10,958 7,328

Share premium account 40 3,796 570

Other reserve 40 60,677 –

Own shares 40 – (352)

Equity reserve 40 1,544 1,032

Profit and loss account 40 208,710 91,348

Shareholders’ funds 285,685 99,926

The financial statements were approved by the Board of Directors and authorised for issue on 30 May 2007. They were signed on behalf

of the Board by:

G Coutts M Speakman
Chief Executive Officer Group Finance Director

30 May 2007
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36. Significant accounting policies

Basis of accounting
The separate financial statements of the Company are prepared under the historical cost convention and in accordance with United

Kingdom generally accepted accounting standards.

The separate financial statements of the Company are presented as required by the Companies Act 1985.

New standards
At the date of authorisation of these financial statements, the following standards have not been applied in these financial statements

were in issue but not yet effective:

FRS 26 – Financial instruments: Recognition and measurement (amendment)

FRS 29 – Financial instruments: Disclosures 

The directors anticipate that the adoption of these standards in future periods will have no material impact on the financial statements

of the individual Company when the standards come into effect for periods commencing on or after 1 January 2007.

Investments
Fixed asset investments are shown at cost less any provision for impairment.

Employee share schemes
The Company operates a number of equity-settled share-based payment schemes under which shares are issued to certain Group

employees. The fair value determined at the grant date of the equity-settled share-based payment is expensed on a straight-line basis

over the vesting period. For schemes with only market based performance conditions, those conditions are taken into account in arriving

at the fair value at the grant date. Accordingly no subsequent adjustment to the amortised fair value is made for achievement or

otherwise of those conditions. For schemes that include non-market based conditions or no conditions, a “true-up” model is applied to

the expense at each reporting date based on the expected number of shares that will eventually vest.

Fair value is measured by use of a “random walk” stochastic model, which takes into account exercise price, share price at date of grant,

expected life, expected volatility of the share price, risk free interest rate and the expected dividend yield.

The Company has applied the requirements of FRS 20 Share-based Payments. In accordance with the transitional provisions 

of FRS 20 the standard has been applied to all grants of equity instruments after 7 November 2002 which had not vested as 

of 1 January 2005.

Related party transactions
The Company has taken advantage of the exemptions conferred by FRS 8 Related Parties, not to disclose such transactions, as the

Company accounts are presented together with the consolidated accounts.

Cash flow
The Company has not prepared a cash flow statement in accordance with the exemptions available to it under FRS 1 Cash Flow

Statements.

37. Profit for the year

As permitted by the exemption in Section 230 of the Companies Act 1985 the Company has not presented its own profit and loss

account. After dividends of £9,355,000 (2006: £7,956,000) the loss for the year was £8,288,000 (2006: £7,030,000).

The auditors’ remuneration for audit services to the Company was £30,000 (2006: £30,000).
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38. Subsidiaries

Investments in subsidiaries increased by £61.593m to £119.387m (2006: £57.794m) following the acquisition of Power Well Services

Inc. (registered in the USA) and Power Well Services Holding LP (registered in the Cayman Islands). There are no provisions set against

these investments.

The company has restricted the information to its principal subsidiaries as full compliance with section 231 (b) of the Companies Act,

would result in a statement of excessive length. A list of the principal subsidiaries at 31 March 2007 is set out below:

Place of incorporation, and ownership
Name of subsidiary (or registration)

Exploration & Production Services (Holdings) Ltd** UK
Expro Finance Ltd US
Expro Americas Holdings US
Power Well Services Holdings LP Cayman Islands
Power Well Services Inc US
Expro International Ltd* Guernsey
Expro International BV Netherlands
Expro North Sea Ltd* UK
Expro Gulf Ltd* Cyprus
Expro Americas LP, formerly Power Well Services LP US
Tronic Ltd UK
Power Well Services Holdings Netherlands Omega BV* Netherlands
Power Well Services Holdings Netherlands Alpha BV* Netherlands
Power Well Services Holdings Netherlands Delta BV* Netherlands
Power Well Services Holdings Netherlands Beta BV* Netherlands
Expro Group Australia Pty Ltd Australia
Expro Worldwide BV* Netherlands
Power Well Services Holdings Luxembourg Sarl* Luxembourg
Expro Norway AS Norway
Power Well Brazil Servicos De Testes Geologicos Ltd Brazil
Matre Instruments AS Norway
Expro Group Integrated Services Ltd UK
Expro International Services BV* Netherlands
Expro Eurasia Ltd* UK
Power Well Services Egypt LLC Egypt
Expro Overseas Inc.* Panama
Power Well Oilfield Services Sdn Bhd

a
Malaysia

Power Well Services Canada ULC Canada
DHV International Inc. US
Ecodrill Nigeria Ltd Nigeria
Expro Equatorial Guinea Ltd Equatorial Guinea
Petrotech AS Norway
Petrotech Malaysia Sdn Bhd 

b
Malaysia

Expro Trinidad Limited Trinidad
PT Power Well Services Indonesia c Indonesia
DHV Canada Inc. Canada
PT Expro Indonesia d Indonesia

Name of associates
Secure Drilling Holdings LLC e US
Secure Drilling International LP e Bermuda
Secure Drilling LP e US
Secure Drilling Holdings Ltd e Bermuda

*In addition to its country of operation, operates in other countries
**Direct holding, all other entities are subsidiaries via indirect holdings

All of the above companies have the same year end and are 100% wholly owned subsidiaries with the exception of:
a Power Well Oilfield Services Sdn Bhd – 29%
b Petrotech Malaysia Sdn Bhd – 49%
c PT Power Well Services Indonesia – 30%
d PT Expro Indonesia – 95%
e Secure Drilling Holdings LLC, Secure Drilling International LP, Secure Drilling LP and Secure Drilling Holdings Ltd – 50%

All of the companies are involved in the provision of specialised exploration and production services to the international oil and 
gas industry.
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39. Creditors: Amounts falling due within one year 

2007 2006

£’000 £’000

Other tax and social security 7 6

Other payables 4 –

Bank overdraft – 249

Accruals and deferred income – 228

11 483

40. Called up share capital and reconciliation of movements in Shareholders’ funds

Ordinary Profit
share Share Merger Other Own Equity and loss

capital premium reserve reserve shares reserve account
£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 April 2006 7,328 570 – – (352) 1,032 91,348

Profit for the year – – – – – – 1,067

Issue of share capital 3,630 3,226 124,975 60,677 – – –

Dividends paid – – – – – – (9,355)

Share-based payments – – – – – 910 629

Transfers – – (124,975) – 352 (398) 125,021

At 31 March 2007 10,958 3,796 – 60,677 – 1,544 208,710

Own shares
The own shares reserve represents the cost of shares 2007: nil shares (2006: 155,720 shares) in the company, purchased in 

the market and held by Expro International Group PLC Employee Benefit Trust to satisfy options under the company’s share 

options schemes.

Equity reserve
The equity reserve represents the cost to the company of operating a number of share based compensation plans involving options for

ordinary shares in the company. Full details of these plans are given in note 32.

Merger reserve
The premium arising on the rights issue was credited against the merger reserve. The credit to a merger reserve rather than share

premium account was made by taking advantage of merger relief under Section 131 of the Companies Act 1985. This relief was

applicable as a result of the issue of new shares in the company for shares in a so-called “cash box” subsidiary. The amount 

credited to merger reserve was subsequently credited to retained earnings as in the opinion of the directors the amounts credited 

were distributable.

Other reserves
The premium arising on the issue of shares to First Reserve has been credited to other reserves by taking advantage of merger 

relief under Section 131 of the Companies Act 1985.
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IFRS IFRS IFRS UK GAAP UK GAAP

2007 2006 2005 2004 2003

£’000 £’000 £’000 £’000 £’000

Continuing operations
Revenue 518,820 300,727 211,273 195,740 217,916

Cost of sales (433,531) (255,251) (184,553) (173,376) (184,493)

Gross profit 85,289 45,476 26,720 22,364 33,423

Administrative expenses (18,480) (11,360) (14,219) (27,908) (11,763)

Operating profit/(loss) 66,809 34,116 12,501 (5,544) 21,660

Comprising:

Underlying operating profit a 72,542 34,851 19,121 12,953 24,048

Goodwill amortisation – – – (2,372) (2,388)

Goodwill impairment – – (4,971) (16,125) –

Intangible asset amortisation (5,733) (735) (103) – –

Inventory impairment – – (1,546) – –

Operating profit/(loss) 66,809 34,116 12,501 (5,544) 21,660

Post tax profit from joint ventures and associates 102 – 2,038 3,566 722

Operating profit/(loss) including joint ventures 66,911 34,116 14,539 (1,978) 22,382

Investment income 6,327 3,855 3,055 432 109

Finance costs (18,133) (8,409) (6,643) (2,920) (4,903)

Net finance costs (11,806) (4,554) (3,588) (2,488) (4,794)

Profit/(loss) before tax 55,105 29,562 10,951 (4,466) 17,588

Tax (20,846) (11,204) (7,829) (5,428) (9,390)

Profit/(loss) for the year 34,259 18,358 3,122 (9,894) 8,198

Discontinued operations
Termination of operations – – – – 246

Gain on formation of joint ventures – – – – 16,550

Post tax profit from joint ventures – 441 658 – –

Post tax gain on disposal of joint ventures – 9,661 – – –

Profit/(loss) for the year 34,259 28,460 3,780 (9,894) 24,994

Underlying EPS b 37.8p 24.9p 13.5p 12.1p 20.5p

The amounts disclosed for 2004 and earlier periods are stated on the basis of UK GAAP because it is not practicable to restate amounts

for periods prior to the date of transition to IFRS. 

* All references to earnings per share (EPS) are calculated using the basic number of shares

a Underlying operating profit, as extracted from the income statement, is based on continuing and discontinued operations and is before

exceptional items and intangible asset amortisation that arises on business combinations. Exceptional items are classified as those which

management has identified and disclosed as material one-off or unusual items

b Underlying EPS is based on continuing and discontinued operations and is before exceptional items and intangible asset amortisation that

arises on business combinations and is calculated under note 11 
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Expro’s mission is well flow management providing specialist products and

services that;

● Measure
● Control
● Improve, and
● Process
flow from high-value oil and gas wells.

Expro businesses must be able to command and sustain market share leadership
through a combination of technological pre-eminence and/or operational
economies of scale. They will have a high knowledge and service content and will

be able to anticipate, meet and exceed customers’ expectations.
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