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...Seb’s big catch.
Every day, May Gurney touches the lives  
of 18.5 million people across the UK.

Preserving our heritage
May Gurney maintain and improve the national 
canal and river network for British Waterways, 
enjoyed by more than 35,000 people every day. 
Our services are essential to their leisure time as 
well as preserving the national heritage and helping 
to protect local communities from flooding. 
*This splendid trout was caught especially for the photograph 
and then safely returned to the water.

Waterways Services
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My vision is for May Gurney 
to be recognised as the best 
infrastructure support services 
business in the UK. A company 
that is sustainable, valued and 
needed. A company that is, 
‘Essential’.1

This means a growing company, 
which puts the customer first, 
delivers against its promises, and 
does the right thing. This will be 
achieved through a culture where 
people are developed and where 
everyone works together in an 
atmosphere of openness  
and respect. 

Once again, I am delighted to report a year  
of record turnover and profits, a strong  
cash position, significant business wins,  
an enlarged forward order book and a  
healthy pipeline of sales opportunities  
in our core markets.

We have maintained our resilience and 
momentum during a year which has seen  
a challenging economic climate and political 
uncertainty. This success has been due to  
the commitment, diligence and passion of  
our 4,300 people who have worked together  
to deliver a great service to our long-term 
clients. They have remained focused on  
five key challenges that are crucial to the 
business: developing relationships; work 
winning; continuous business improvement; 
safety; and sustainability.

Furthermore, the continuing strength of our 
chosen markets and the growth potential of 
our long-term client base have been important 
factors to our success. The core maintenance 
services we deliver for our long-term clients, 
such as waste collection, road surface repairs 
and mechanical & electrical maintenance work 
(M&E), involve ‘essential’ activities which are 
often safety-related or driven by regulatory 
requirements.

Such activities offer greater protection than 
many other areas of public expenditure and  
in recent years May Gurney has pursued a 
deliberate strategy of securing these long-term 
revenue streams. Nevertheless, we also 
continue to ensure that the effects of any 
future budgetary pressures are minimised 
through a continued focus on the effective 
management of our fixed cost base and the 
costs we manage on behalf of our clients. 

Cost management
We have acted swiftly to scale back our 
non-core traditional operations and have 
implemented a pay freeze across the Group  
in order to maintain our competitive edge  
and to control costs.

In addition, our Shared Services function 
(incorporating procurement, plant & transport, 
human resources and finance) has been fully 
rolled out, resulting in increased operational 
efficiency, scalability and service delivery. 
We’re especially delighted that the team is a 
finalist at the 2010 European Shared Services 
& Outsourcing Excellence Awards. The Awards 
form the industry’s benchmark in terms of best 
practice and business excellence. 

We have made a concerted drive to fully 
embed the principles of continuous business 
improvement throughout the business. 
This is delivering efficiency and productivity 
improvements – particularly in environmental 
services and highway services – with the goal 
of spreading best practice across the Group.

Market resilience 
In the run-up to the general election there  
was ongoing speculation about the scale  
of potential future cuts in public sector 
spending and uncertainty as to which areas  
will be most affected. Having conducted  
a review of the likely impact on our business 
and our target markets, we remain confident  
that the majority of May Gurney’s activities  
will continue to experience growing spending 
profiles as clients seek to address the 
increasing demand for core front-line services. 
May Gurney remains well positioned as a  
result of the early action taken in reducing  
the Company’s operational gearing.

Chief Executive’s business review

Philip Fellowes-Prynne  
Chief Executive

1	�Essential: adjective. Absolutely necessary;  
fundamental; vital. Central to something’s nature.
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We believe that the combination of spending 
cuts and increased demand for local services 
will drive local authorities to seek increasingly 
innovative solutions. May Gurney’s ability to 
deliver greater value for clients by developing 
and implementing transformational front-line 
service solutions, means that we are ideally 
placed to support them through their budget 
challenges. 

Our recent landmark contract win with  
Torbay Council, where we are generating  
cost and efficiency savings by delivering a  
wide range of bundled services from pothole 
maintenance to recycling collections and  
beach cleansing, and the increasing demand 
throughout the country for MaGOSTM (our 
unique environmental services kerbside sort 
solution), are prime examples of this trend.

Winning new business 
Within our Public Sector Services, which 
accounts for 59% of Group Revenues and  
67% of Group EBITA, our Highway Services 
sector is now the UK market leader in the local 
authority highways maintenance market and 
our Environmental Services sector has secured 
significant new long-term clients and now 
delivers services for 20 local authorities  
across the UK. 

Significantly, these two sectors have  
combined resources to secure their first 
‘bundled’ integrated services contract for 
Torbay Council, a trend which we expect to 
continue given the significant cost savings  
and operational benefits that can be  
achieved. Facility Services has also achieved 
considerable new business success,  
having secured Lambeth’s long-term Building 
Schools for the Future (BSF) programme,  
in addition to successfully mobilising BSF 
North Lincolnshire.

Our Regulated Sector Services account  
for 41% of Group Revenues and 33%  
of Group EBITA and delivered a solid 
performance across our services, with a  
5.7% increase in EBITA compared to 2009. 

In Utility Services, the AMP5 re-bidding 
process is ongoing and has been a key feature 
during the year. May Gurney has already 
secured eight contracts and a number of 
others are still in process.

The AMP5 contracts secured to date  
also reflect a 22% growth in repair and 
maintenance (R&M) services2, which we view 
as particularly attractive given that the reliable 
and long-term revenue characteristics of R&M  
work complements our overall strategic focus 
towards maintenance activities. Anglian Water 
is a good example of this trend where, although 
the re-bidding process has been slower than 
expected and is still not complete, we have 
secured a significant R&M contract.

Our national maintenance programme with 
British Waterways continues to perform well 
and the team have been involved in several 
major maintenance and enhancement 
programmes during the year, including the 
installation of new sea gates at Sharpness  
in Gloucestershire. 

Rail Services has performed well and  
continues to offer good opportunities for 
growth, particularly following the extension  
of the Property and Structures Framework 
contracts for a further two years, to include  
a wider geographic area.

Our business
May Gurney is an infrastructure support 
services company, committed to helping its 
clients in the public and regulated sectors  
to transform the delivery of essential services 
across the UK. 

Our marketplace
For a full review of our marketplace see  
pages 25 to 27.

2	�Compared with our workload during the previous 
regulatory cycle, AMP4. 

22%
AMP5 contracts secured to date to reflect 
a 22% growth on R&M services2.
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Chief Executive’s business review continued

In order to control our cost base, we made 
some difficult decisions this year. Specifically, 
pay rates were frozen, we carried out some 
redundancies and discretionary payments, 
such as overtime, were heavily scrutinised.  
These measures were complemented by  
an improved recruitment process through a 
recruitment partner. This outsourced activity 
demonstrably saved time and money whilst  
the quality of recruits also improved. During the 
first year of the programme, we have achieved 
cost savings of almost 24%.

We are also acting to invest in the future 
workforce during the year and have doubled 
the number of apprentices, trainees and 
graduates on our ‘Starting Out’ scheme. 
Moreover, we have reviewed and refreshed  
our award-winning management training 
programmes for roll-out during 2010.

Health & Safety

The health and safety of our workforce and  
the communities where we work is our priority. 
We monitor the health of our employees and 
the number of lost time accidents is measured 
by the AFR (Accident Frequency Rate).

Our award winning MAD (Making a Difference) 
programme continues to form the basis  
for driving behavioural change in health  
and safety across the Group. For the sixth  
year in succession, we have received a  
RoSPA Occupational Health & Safety 
Gold Award. This is a great achievement 
for our people. 

From 1st June 2009 our acquisition, ECT 
Recycling, was fully integrated into the Group 
AFR. This has resulted in an increase from 
0.15 to 0.31. However, since the acquisition, 
we have successfully reduced their overall  
AFR by more than 55%.

Employee engagement

Every year we formally ask all of our people  
for feedback on how we are doing through  
our bespoke ‘Have Your Say’ survey. From an 
increased response rate of 61% (2009: 45%), 
88% of our people say they are satisfied with 
their jobs and working environment at May 
Gurney. This is a slight uplift on last year 
(2009: 87%) and very encouraging, especially 
given the cost control measures we have 
implemented during the year.  

Growth strategy
May Gurney deploys an integrated service 
delivery model for its clients, where experience 
and resources are shared in order to maximise 
the value and effectiveness of the solutions  
we provide. This ability to offer a wide range  
of integrated services is proving increasingly 
popular as clients seek to achieve ‘more with 
less’ and the service solutions we deliver 
become more complex.

Our organic strategy remains to develop 
long-term relationships through employing a 
transformational and outcome-driven approach 
to service delivery. This provides opportunities 
to win new long-term contracts, to develop 
wider services with existing clients and to 
increase our geographical spread. 

We continue to selectively pursue 
complementary, value-enhancing acquisitions. 
It remains imperative that any potential 
acquisitions are based upon long-term  
client contracts or where there are skills  
that will enhance our existing service offering.  
Our strong balance sheet, with excellent  
cash generation, positions us well should 
suitable opportunities arise.

Our people 
We are committed to ensuring that May Gurney 
is the best place to work. By this we mean  
that we have the best people in the right jobs 
delivering the best solutions for our long-term 
clients; that everyone knows what is required  
of them and has the right skills to do their job; 
and they are fairly rewarded for their success  
in the business and that their contribution is 
asked for and valued.

Our goal is to attract and retain the best  
talent by creating an environment where people 
can flourish and take great pride in doing the 
right thing for their colleagues and our clients. 
This means a company where everyone works 
together with openness, honesty and respect; 
where work is challenging, interesting and 
enjoyable; where people are developed and 
recognised; and where everyone has a say.

Man and boy
May Gurney has a considerable number of long-serving, 
loyal employees, and none more so than the Bear family 
who have a total of 165 years combined service. Malcolm 
joined straight from school following the family tradition 
in diving (a key requirement of our Norfolk Broads 
maintenance contract) and has spent a remarkable 
46 years with the company. Malcolm, along with over 
100 colleagues, will shortly receive a Long Service 
Award, part of a new initiative to recognise and reward 
employees with over 25 years service.

Malcolm Bear 
Delivery unit general manager
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Other ways that our people have an opportunity 
to make a contribution to influence change 
in the business include: Employee Forums, 
which are organised at a local, business sector 
and national level; the Monthly Team Brief, 
cascaded and communicated face-to-face 
at all levels of the organisation; and my Chief 
Executive’s Road Show.

On my road show, in a series of 32 meetings,  
I met face-to-face with more than 400 of  
our managers across the UK. My goal was  
to personally communicate my vision for May 
Gurney and to understand the key issues from 
around the business – first hand. As a direct 
result of our discussions, key areas for action 
will be targeted during the coming year.  
I’m delighted that the response to the road 
shows has been excellent, with more than 95% 
of attendees having a clear understanding of  
our plans and priorities for the future and 
feeling engaged and motivated by our vision. 

These communication channels are 
complemented by our annual Leadership 
Conference, regular team and management 
meetings, our intranet – MaGnet – and our 
quarterly employee newsletter, The MaG 
(available in print and online). 

Building a more diverse workforce

It’s important to us and to our clients that our 
local workforce mirrors the local communities 
in which they work and we actively seek to 
employ a diverse range of people. 

Our Equality & Diversity policy aims to ensure 
all employees are aware of the Company’s 
values in relation to diversity and to create  
a culture where employees understand, 
respect and value individual differences and 
the benefits that diversity brings. In doing so,  
it aims to create a positive working environment 
that harnesses potential and helps achieve the 
Company objective of being the best. 

During the year we have established a 
Group-wide Diversity Group which is tasked 
with developing an ongoing programme of 
communication and training.

From our workforce of 4,300, 90% are male 
and 10% female. From declared data, 97%  
are white and 3% non-white. These are slightly 
less than the national average1.

Information systems
Our robust technology platform enables us  
to deliver an excellent service for our clients. 
Our vision is that May Gurney has market-
leading technology solutions that provide 
competitive advantage, delivered through  
an integrated platform – ‘MGConnect’. 

Leadership in information systems to support 
our long-term contracts and to add value  
to the solutions we deliver for our clients  
is becoming increasingly important to both 
winning and retaining business. This is why we 
plan to increase our investment in information 
systems during 2010.

We focus on five key business areas:  
to enable broader and more strategic service 
offerings to deliver differentiation and growth;  
to standardise and automate business 
processes to deliver efficiency; to deliver 
accurate and timely management information; 
to enable safe and sustainable methods  
of working; and to facilitate and support 
collaborative working and sharing of best 
practice across the Group.

True grit  
May Gurney is fortunate to have such a committed  
group of employees like Mick, whose story is typical of  
the dedication of our people. Mick had a narrow escape 
while working to keep the roads safe in West Sussex.  
A tree brought down a live electric cable onto his gritter 
vehicle, trapping him for three hours. When the power was 
eventually shut down and the cable removed, Mick promptly 
continued gritting until his route was complete.

Mick Monger 
Traffic Management Foreman

1	� Office for National Statistics 2008/09 14.7% female; 
3.8% non-white (construction industry).
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Lean machine 
Our core philosophy is to build a long-term, sustainable 
business and that means we need to work continuously  
to improve what we do and how we do it. Mark is a Lean 
Management expert and is responsible for the delivery  
of our Continuous Improvement Strategy. This approach 
drives efficiencies and improvements to enable us to 
continue to deliver positive outcomes for our clients. 

Mark Pyrah 
Business improvement director

Chief Executive’s review continued

Deploying the very latest sustainable 
technologies and in a truly ‘hands-on’ 
experience, clients are able to explore the 
benefits of harnessing the power of technology, 
guided by our IS specialists, to deliver real 
added value with tangible outcomes – from 
better ways of managing the logistics of waste 
and recycling collections, providing up-to-date 
information and interactive services through 
the internet, to developing more efficient and 
sustainable ways of working.

Our key performance indicators
We measure our performance against ten key 
performance indicators (KPIs) covering our 
profit margin, cash flow, order book, the value 
of long-term public and regulated sector work 
as a percentage of total revenues, safety, client 
satisfaction, employee retention, employee 
satisfaction, carbon reduction and waste 
reduction. These KPIs are reviewed monthly  
by the Board against targets established at the 
beginning of the year. For more information, 
see pages 8 and 9.

Our forward order  
book and sales pipeline
On 31 March 2010 the order book stood at 
£1.7 billion (including framework contracts  
and excluding extensions), up 36% on the 
same time last year. In addition to a large 
number of extensions available to our existing 
contract portfolio, we have developed a strong 
pipeline of new business opportunities which 
total more than £4 billion.

Risk management
We operate a robust risk management  
regime through bidding and mobilisation,  
to implementation and final account.  
This ensures risks are visible at every stage  
and can therefore be managed to maximise 
margins. For more information on risk 
management, see pages 35 to 36.

Philip Fellowes-Prynne  
Chief Executive

During the year we have concentrated on 
building a flexible resource model supported 
by strategic partners. This has enabled  
our information systems team to focus on 
developing the skills essential to our clients  
and our internal customers. These include  
an increased emphasis on business analysis, 
solution design and programme and project 
management. This means that there is less 
emphasis on retaining ‘hands-on’ technical 
skills in-house and outsourcing is now 
complete for hardware maintenance,  
and data centre activities.

The first phase of our future IS platform,  
MGConnect, May Gurney’s integrated web-
enabled technology platform that covers all 
areas of the Group’s activities, is now complete 
and provides a secure platform for future 
development. MGConnect delivers real time 
visibility of data, management control, better 
customer service and is a platform to manage 
our relationships with our clients. Simply put, 
it’s the glue that connects everything we do so 
that we can deliver a great performance for our 
clients and their customers.

Increased efficiencies and cost savings are 
already evident through process automation 
in human resources, operations and plant  
and transport and similar improvements are 
nearing completion for SHEA (safety, health, 
environment and assurance) and our street 
cleansing operations.

But above all, MGConnect is about ‘connecting’ 
everyone together to enable, support and 
drive the collaborative working approach 
that’s at the heart of May Gurney’s success. 
This interconnectivity means that data is 
collected once and then it can be shared, 
accessed and updated by everyone, delivering 
increased efficiency and cost benefits.

Our new technology innovations help  
to set us apart from our competitors.  
In order to showcase our current technologies 
and to allow our clients a glimpse of 
developments in the pipeline we’ve created  
a ‘Technology Centre’ at our Group office. 
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Service contracts

Details of the directors’ service agreements are set out below:

Directors Date of agreement Unexpired term
Notice period 
by Company

Notice period  
by director

Executive
Philip Fellowes-Prynne 14 April 2008 – 12 months 6 months
Michael Dunn (resigned 8 January 2010) 15 June 2006 – 12 months 6 months
Ian Findlater (resigned 7 May 2010) 15 June 2006 – 12 months 6 months
Matt Stevens (appointed 9 December 2009) 9 December 2009 – 12 months 6 months
Non-executive
David Sterry 4 August 2008 3 months 3 months 3 months
Tim Ross 4 August 2008 3 months 3 months 3 months
David Galloway (retiring 7 July 2010) 15 June 2006 – 3 months 3 months
Ishbel Macpherson (appointed 20 April 2010) 20 April 2010 9 months 3 months 3 months
Andrew Walker 22 December 2008 6 months 3 months 3 months

Directors’ emoluments

Directors
Salary/ fees 

£000
Bonus scheme 

£000
Pension 

£000
Other benefits 

£000
Total 2010 

£000
Total 2009 

£000

Executive
Philip Fellowes-Prynne 300 – 45 12 357 308
Michael Dunn (resigned 8 January 2010) 229 – 24 11 264 252
Ian Findlater (resigned 7 May 2010) 185 – 27 11 223 233
David Sterry (as executive) – – – – – 146
Matt Stevens (appointed 9 December 2009) 63 – 7 29 99 –
Richard Dean (resigned 7 July 2008) – – – – – 206
Non-executive
David Sterry (as non-executive) 60 – – – 60 53
Tim Ross 40 – – – 40 41
David Galloway 35 – – – 35 31
Andrew Walker (appointed 5 January 2009) 30 – – – 30 7
Ishbel Macpherson (appointed 20 April 2010) – – – – – –
Total 867 – 103 138 1,108 1,279

The bonus figures above relate to payments received during the year ended 31 March 2010. 

Directors’ accrued pension entitlements

Directors

Age at  
31 March 2010 

£000

Normal  
retirement  

age

Accrued  
benefits at  

31 March 2010 
£000

Increase in  
accrued benefits 

during year 
£000

Transfer  
value at  

31 March 2010 
£000

Increase in  
transfer value  
less directors’ 
contributions 

£000

Michael Dunn (resigned 8 January 2010) 41 65 10 1 74 3
Ian Findlater (resigned 7 May 2010) 55 65 32 5 398 44

The above figures relate only to the May Gurney Pension Scheme, which is a defined benefit arrangement. 
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LTIP

Directors held awards over ordinary shares as follows:

Directors Date of award
Market value at 

date of award
Earliest  

vesting date
Awarded at  

1 April 09
Granted  

in year
Vested  
in year

Lapsed  
in year

Awarded at  
31 March 10

Philip Fellowes-Prynne 8 Jul 08 236.00p 8 Jul 11 126,984 – – – 126,984
8 Jul 09 160.05p 8 Jul 12 – 186,915 – – 186,915

Michael Dunn 5 Jun 07 311.00p 5 Jun 10 36,173 – – (36,173) –
(resigned 8 January 2010) 8 Jul 08 236.00p 8 Jul 11 84,656 – – (84,656) –

Ian Findlater 21 Jun 06 206.25p 21 Jun 09 56,451 – – (56,451) –
(resigned 7 May 2010) 5 Jun 07 311.00p 5 Jun 10 33,762 – – – 33,762

8 Jul 08 236.00p 8 Jul 11 78,306 – – – 78,306

Matt Stevens 15 Dec 09 252.25p 15 Dec 12 – 79,286 – – 79,286

SAYE

Directors held awards over ordinary shares as follows:

Directors Date of award
Market value at  

date of award
Earliest  

vesting date
Awarded at  

1 April 09
Granted  

in year
Vested  
in year

Lapsed  
in year

Awarded at  
31 March 10

Michael Dunn 21 Aug 07 316.50p 1 Oct 10 1,696 – – (1,696) –
(resigned 8 January 2010) 8 Aug 08 241.00p 1 Oct 11 2,608 – – (2,608) –

Ian Findlater 21 Aug 07 316.50p 1 Oct 10 1,696 – – – 1,696
(resigned 7 May 2010) 8 Aug 08 241.00p 1 Oct 11 2,608 – – – 2,608

Directors’ interests in shares

The interests of the directors (including their spouses’ interests) in the shares of the Company at 31 March 2010 were as follows:

Directors
5p ordinary shares 

at 31 March 10
5p ordinary shares 

at 31 March 09

Beneficial
Philip Fellowes-Prynne 29,500 29,500
Ian Findlater (resigned 7 May 2010) 3,450,000 4,550,000
Matt Stevens – –
David Sterry 6,758,800 6,758,800
Tim Ross 200,000 363,375
David Galloway 100,000 100,000

In addition, Ishbel Macpherson, who was appointed as a director on 20 April 2010 has an interest of 5,000 5p ordinary shares of the Company.

Directors’ remuneration report continued
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 Report of the independent auditor

We have audited the financial statements of 
May Gurney Integrated Services plc for the 
year ended 31 March 2010 which comprise 
the Group income statement, the Group 
statement of comprehensive income, the 
Group and Parent Company statements 
of financial position, the Group and Parent 
Company statements of cash flow, the Group 
and Parent Company statements of changes 
in equity, the principal accounting policies 
and the related notes. The financial reporting 
framework that has been applied in their 
preparation is applicable law and International 
Financial Reporting Standards (IFRSs) as 
adopted by the European Union and, as regard 
the Parent Company financial statements, as 
applied in accordance with the provisions of 
the Companies Act 2006.

This report is made solely to the Company’s 
members, as a body, in accordance with 
Chapter 3 of Part 16 of the Companies Act 
2006. 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 auditor’s 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

As explained more fully in the Directors’ 
responsibilities statement set out on page 46, 
the directors are responsible for the preparation 
of the financial statements and for being 
satisfied that they give a true and fair view. 
Our responsibility is to audit the financial 
statements in accordance with applicable law 
and International Standards on Auditing (UK 
and Ireland). Those standards require us to 
comply with the Auditing Practices Board’s 
(APB’s) Ethical Standards for Auditors. 

Scope of the audit of the financial statements

A description of the scope of an audit of 
financial statements is provided on the APB’s 
website at www.frc.org.uk/apb/scope/UKNP.

Opinion on financial statements

In our opinion:

the financial statements give a true and 33
fair view of the state of the Group’s affairs 
as at 31 March 2010 and of the Group’s 
and the Parent Company’s profit for the 
year then ended; 

the financial statements have been properly 33
prepared in accordance with IFRS as 
adopted by the European Union;

the Parent Company financial statements 33
have been properly prepared in accordance 
with IFRS as adopted by the European Union 
and as applied in accordance with the 
provisions of the Companies Act 2006; and

the financial statements have been prepared 33
in accordance with the requirements of the 
Companies Act 2006.

Opinion on other matter prescribed  
by the Companies Act 2006

In our opinion the information given in the 
Directors’ report for the financial year for  
which the financial statements are prepared  
is consistent with the financial statements.

Matters on which we are required to report 
by exception

We have nothing to report in respect of  
the following matters where the Companies  
Act 2006 requires us to report to you if,  
in our opinion:

adequate accounting records have not been 33
kept by the Parent Company, or returns 
adequate for our audit have not been 
received from branches not visited by us; or

the Parent Company financial statements 33
are not in agreement with the accounting 
records and returns; or

certain disclosures of directors’ remuneration 33
specified by law are not made; or

we have not received all the information 33
and explanations we require for our audit.

Philip Westerman 
Senior Statutory Auditor 
for and on behalf of Grant Thornton UK LLP 
Statutory Auditor, Chartered Accountants 
London 
1 June 2010 

to the members of May Gurney Integrated Services plc
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for the year ended 31 March 2010 	 Note
2010  

£m
2009  

£m

Group revenue 4 483.1 470.3
Cost of sales (434.0)  (423.4)
Gross profit 49.1  46.9
Administrative expenses (27.0) (26.4)
Group operating profit before amortisation and non-recurring items 2 22.1  20.5
Other expenses
– Intangible assets amortisation 13 (3.2) (3.4)
– Other non-recurring costs 3 – (14.4)
Other income
– Profit on disposal of property, plant and equipment 3 – 2.8
Operating profit 18.9 5.5
Finance income 5 0.4 0.8
Finance costs 5 (0.9) (1.1)
Profit before taxation 18.4 5.2
Taxation 8 (5.3) (2.6)
Profit for the year from continuing operations attributable to the equity holders of the parent 13.1 2.6
Earnings per share (in pence) 10
Total and from continuing operations
Basic earnings per share 19.58p 3.93p
Diluted earnings per share 19.25p 3.89p

Group income statement
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Group statement of comprehensive income

for the year ended 31 March 2010 Note
2010  

£m
2009  

£m

Profit for the year 13.1 2.6
Actuarial losses on defined benefit pension schemes 27  (1.3) (1.0)
Tax on actuarial losses on defined benefit pension schemes 0.4 0.3
Other comprehensive loss for the year (0.9) (0.7)
Total comprehensive income for the year attributable to equity holders of the parent 12.2 1.9
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Company statement of changes in equity

for the year ended 31 March 2010

Share  
capital  

£m

Share  
premium  
account  

£m

Merger  
relief  

reserve  
£m

Other  
reserves  

£m

Retained  
earnings  

£m

Total  
equity  

£m

Balance at 31 March  
and 1 April 2008 3.5 13.2  1.9 1.5 11.4 31.5
Loss for the year – – – –  (0.4)  (0.4)
Other comprehensive income:
Actuarial losses on defined benefit 
pension schemes – – – – (1.0)  (1.0)
Tax on actuarial losses on defined 
benefit pension schemes – – –  – 0.3 0.3
Total comprehensive loss  
for the year – – –  – (1.1) (1.1)
Proceeds from disposal  
of own shares – – – 0.4 – 0.4
Taxation on share sales – – – (0.5) – (0.5)
Share-based payments – deferred 
tax relief on future exercise – – –  – (0.8)  (0.8)
Dividend paid –  –  – –  (3.2) (3.2)
Balance at 31 March  
and 1 April 2009 3.5 13.2 1.9 1.4 6.3 26.3
Profit for the year – – – –  8.5 8.5
Other comprehensive income:
Actuarial losses on defined benefit 
pension schemes – – –  –  (1.3) (1.3)
Tax on actuarial losses on defined 
benefit pension schemes – –  – – 0.4  0.4
Total comprehensive income  
for the year – – – – 7.6 7.6
Proceeds from disposal 
of own shares –  – – 0.1  – 0.1
Taxation on share sales –  – –  (0.1)  –  (0.1)
Share-based payments – deferred 
tax relief on future exercise – – – – 0.3 0.3
Dividend paid – –  –  – (3.5)  (3.5)
Balance at 31 March 2010 3.5 13.2 1.9 1.4 10.7 30.7
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at 31 March 2010 Note
2010  

£m
2009  

£m

Non-current assets
Property, plant and equipment 11  25.7 21.9
Goodwill 12  35.2  35.2
Other intangible assets 13 5.6 8.8
Deferred tax asset 15 1.1 –
Retirement benefit surplus 27  –  0.1

67.6  66.0
Current assets
Inventories 16  2.7  2.4
Trade and other receivables 17 81.4 78.4
Cash and cash equivalents 18 43.4  34.2

127.5 115.0
Total assets 195.1  181.0
Current liabilities
Trade and other payables 19 (105.2)  (100.6)
Current tax liabilities  (1.1)  (1.0)
Obligations under finance leases 21  (5.6)  (5.0)

(111.9) (106.6)
Non-current liabilities
Retirement benefit obligations 27 (1.1) –
Obligations under finance leases  21  (8.6) (10.6)
Deferred tax liability 15  – (0.2)
Provisions 22 (0.1)  (0.1)

(9.8)  (10.9)
Total liabilities (121.7) (117.5)
Net assets 73.4 63.5
Equity
Share capital 23 3.5 3.5
Share premium account 25 13.2 13.2
Merger relief reserve 25 1.9  1.9
Other reserves 25 1.4 1.4
Retained earnings 25 53.4 43.5
Total equity 73.4 63.5

These financial statements were approved by the Board of directors on 1 June 2010.

Philip Fellowes-Prynne 
Director

Group statement of financial position
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Company statement of financial position

at 31 March 2010 Note
2010  

£m
2009  

£m

Non-current assets
Investments 14 20.3 20.3
Deferred tax asset 15 0.9 0.3
Retirement benefit surplus 27 – 0.1

21.2 20.7
Current assets
Trade and other receivables 17 0.2 0.2
Current tax recoverable 1.1  1.5
Cash and cash equivalents 18 25.7 38.5

27.0 40.2
Total assets 48.2 60.9
Current liabilities
Trade and other payables 19  (16.4) (34.5)
Current tax liabilities –  (0.1)

(16.4) (34.6)
Non-current liabilities
Retirement benefit obligations 27  (1.1) –
Total liabilities  (17.5)  (34.6)
Net assets 30.7  26.3
Equity
Share capital 23 3.5 3.5
Share premium account 25 13.2 13.2
Merger relief reserve 25 1.9 1.9
Other reserves 25 1.4 1.4
Retained earnings 25  10.7  6.3
Total equity 30.7  26.3

These financial statements were approved by the Board of directors on 1 June 2010.

Philip Fellowes-Prynne 
Director
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Group statement of cash flows

for the year ended 31 March 2010 Note
2010  

£m
2009 

£m

Cash flows from operating activities
Group operating profit before amortisation and non-recurring items 22.1 20.5
Non-cash items 6.8 6.5
Working capital movement 1.8 (2.1)
Cash generated from operations 30 30.7 24.9
Corporation tax paid (5.3) (4.0)
Interest received 0.4 0.5
Interest paid (0.9) (1.0)
Net cash from operating activities  24.9 20.4
Cash flows from investing activities
Purchase of property, plant and equipment 11 (12.3)  (8.2)
Proceeds from sale of property, plant and equipment 2.0 5.7
Acquisition of subsidiaries, net of cash acquired – (9.7)
Net cash used in investing activities (10.3)  (12.2)
Cash flows from financing activities
Non-recurring costs – (3.0)
Proceeds from sale of own shares by ESOT 25 0.1 0.3
Ordinary dividends paid 9  (3.5)  (3.2)
New finance leases 4.1 7.2
Payment of finance lease obligations (5.5) (3.7)
Loan notes received – 0.5
Loan notes paid (0.6) –
Net cash used in financing activities  (5.4) (1.9)
Increase in cash and cash equivalents 9.2  6.3
Opening cash and cash equivalents 34.2 27.9
Closing cash and cash equivalents 43.4 34.2
Reconciliation of net cash flow to movement in net funds
Increase in cash and cash equivalents 9.2  6.3
Decrease/(increase) in finance leases 1.4  (3.5)
Acquired debt – (5.2)
Increase/(decrease) in net funds in the year 10.6  (2.4)
Opening net funds 18.6 21.0
Closing net funds 29.2 18.6
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Company statement of cash flows

for the year ended 31 March 2010 Note
2010  

£m
2009 

£m

Cash flows from operating activities
Company operating loss before amortisation and non-recurring items (2.3) (2.1)
Non-cash items  (0.1)  (0.4)
Working capital movement (11.7)  12.3
Cash generated from operations 30 (14.1)  9.8
Interest received 0.2  0.4
Net cash (used in)/generated from operating activities (13.9) 10.2
Cash flows from investing activities
Investment funds received from subsidiaries 4.5 4.6
Net cash used in investing activities 4.5 4.6
Cash flows from financing activities
Proceeds from sale of own shares by ESOT 25 0.1  0.3
Ordinary dividends paid 9 (3.5)  (3.2)
Loan notes received  – 0.5
Net cash used in financing activities  (3.4)  (2.4)
(Decrease)/increase in cash and cash equivalents  (12.8) 12.4
Opening cash and cash equivalents 38.5  26.1
Closing cash and cash equivalents 25.7 38.5
Reconciliation of net cash flow to movement in net funds
(Decrease)/increase in net funds in the year (12.8)  12.4
Opening net funds 38.5 26.1
Closing net funds 25.7 38.5
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Accounting policies

Nature of operations

The principal activities of the Group during 
the year were infrastructure support services. 
The Group is incorporated and domiciled in the 
United Kingdom and is listed on the Alternative 
Investment Market. The registered office is 
at the Group office in Trowse, Norwich, UK. 
The presentation currency used is GB Pound 
Sterling and figures are quoted in millions, 
rounded to the nearest £100,000.

The principal accounting policies adopted in 
the presentation of these consolidated and 
Company financial statements are set out 
below. These policies have been consistently 
applied to the periods presented unless 
otherwise stated. 

Basis of preparation

The financial statements have been prepared 
in accordance with International Financial 
Reporting Standards as adopted by the 
European Union and with parts of the 
Companies Act 2006 applicable to companies 
reporting under IFRS. 

The financial statements have been 
prepared on the historical cost basis, with 
the exception of intangible assets, certain 
financial instruments and share-based 
payments, which are recognised using 
accounting policies as set out below and 
applied consistently.

Adoption of new and revised International 
Financial Reporting Standards

In the current year, the Group has adopted 
all of the new and revised Standards and 
Interpretations issued by the International 
Accounting Standards Board (IASB) and the 
International Financial Reporting Interpretations 
Committee (IFRIC) of the IASB that are relevant 
to its operations and effective for accounting 
periods beginning on 1 April 2009.

At the date of authorisation of these financial 
statements, the following new Standard was 
in issue but not yet effective for accounting 
periods commencing 1 April 2009 and is 
anticipated to have a material impact on 
the financial statements of the Group:

IFRS 3 Business Combinations (revised 2008) 
(effective periods starting after 1 July 2009)

In January 2008, the IASB issued a revised 
version of IFRS3 ‘Business Combinations’. 
The revised standard will introduce some 
changes to the existing accounting treatment 
of business combinations. For example, 
all transaction costs will be expensed. 
The standard is applicable to business 
combinations occurring in accounting periods 
beginning on or after 1 July 2009. Assets and 
liabilities arising from business combinations 
occurring before the date of adoption by the 
Group will not be restated and thus there will 
be no effect on the Group’s reported income 
or net assets on adoption.

The Directors anticipate that the adoption 
of the other Standards and Interpretations 
in issue but not yet effective will have no 
material impact on the financial statements 
of the Group.

Changes in accounting policy

IAS 1 ‘Presentation of financial statements 
(revised 2007)’ requires the presentation of 
a consolidated statement of changes in equity 
as a primary statement rather than as a note. 
In accordance with the new standard the 
Group does not present a ‘Statement of 
recognised income and expense’, as was 
presented in the 2009 Annual Report and 
Accounts, and instead introduces a ‘Statement 
of comprehensive income’. Since this change 
is presentational only, there is no impact on 
net earnings, earnings per share or net assets.

IFRS 8 ‘Operating segments’ requires operating 
segments to be identified on the basis of 
information that internally is provided to the 
Group Chief Executive, who is the Group’s 
chief operating decision maker. The Group 
has assessed the revised requirements of 
IFRS 8 and concluded that no amendments 
are required to the segmental disclosures 
previously provided.

The amendment to IFRS 2 ‘Share-based 
payment’ has been adopted by the Group 
during the year. The amendment clarifies 
that the only vesting conditions are service 
conditions and performance conditions 
and that any other features, such as the 
requirement to make regular saving 
contributions under the Group’s Save As 
You Earn scheme, are non-vesting conditions. 
The amendment also clarifies that when an 
employee can choose whether to meet a 
non-vesting condition and fails to do so, such 
a failure must be treated as a cancellation and 
therefore an acceleration of the share-based 
payment charge. The adoption of this 
amendment has not had a material impact on 
net earnings, earnings per share or net assets 
during the year.

Consolidation

(a) Subsidiaries

Subsidiaries are consolidated from the date 
on which control is transferred to the Group 
and deconsolidated from the date at which 
control ceases.

The purchase method of accounting is used 
to account for the acquisition of subsidiaries 
by the Group. The cost of an acquisition is 
measured at the fair value of the consideration 
plus costs directly attributable to the 
acquisition. The assets and liabilities of a 
subsidiary are measured at their fair values 
at the date of acquisition. Any excess of the 
cost of acquisition over the fair values of the 
identifiable assets and liabilities acquired is 
recognised as goodwill.

(b) Jointly controlled operations

The Group has certain contractual operations 
with other participants to engage in joint 
operations that do not create an entity carrying 
on a trade or business of its own. The Group 
includes its share of assets, liabilities and 
cash flows in such jointly controlled operations, 
measured in accordance with the terms of 
each operation, which is usually pro-rata to 
the Group’s interest in the risks in the jointly 
controlled operation.
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(c) Jointly controlled entities

A jointly controlled entity is an entity in which 
the Group holds a long-term interest and which 
is jointly controlled by the Group and one  
or more other venturers under a contractual 
arrangement. Investments in jointly controlled 
entities are accounted for using the equity 
method of accounting and are initially 
recognised at cost.

The Group’s share of post acquisition  
profits or losses is recognised in the income 
statement. The cumulative post acquisition 
movements are adjusted against the carrying 
amount of the investment. Due to the amounts 
involved not being significant, they are not 
separately disclosed.

Inter-company transactions, balances and 
unrealised gains on transactions between 
Group companies have been eliminated 
on consolidation.

A separate income statement has not been 
presented for May Gurney Integrated Services 
plc as exempted by Section 408 of the 
Companies Act 2006. The profit after tax  
of the Company in the year was £8.5 million 
(2009: £0.4 million loss).

Goodwill and other intangible assets

Goodwill arising on consolidation represents 
the excess of the fair value of the cost of 
acquisition over the Group’s interest in the fair 
value of the identifiable assets and liabilities 
of a subsidiary or jointly controlled entity at 
the date of acquisition.

Goodwill is recognised as an intangible asset 
and is reviewed for impairment annually. It is 
carried at cost less accumulated impairment 
losses. Gains and losses on the disposal of an 
entity include the carrying amount of goodwill 
relating to the entity sold.

Goodwill is allocated to cash-generating units 
for the purpose of impairment testing along 
the lines of the Group’s operating segments. 
Any impairment is recognised immediately in 
the income statement.

Other intangible assets, which consist 
of acquired order book and customer 
relationships, are stated at cost less 
accumulated amortisation and impairment 
losses. Amortisation is based on cost and 
the useful economic lives of these assets. 
Details of these useful economic lives are 
included in note 13.

Impairment

Assets that have an indefinite useful life are 
not subject to amortisation and are reviewed 
for impairment annually and when there are 
indications that the carrying value may not 
be recoverable. Assets that are subject to 
amortisation are reviewed for impairment 
wherever events or changes in circumstances 
indicate that the carrying amount may not be 
recoverable. An impairment loss is recognised 
for the amount by which the carrying amount 
of the asset exceeds its recoverable amount. 
The recoverable amount is the higher of the  
fair value less costs to sell and value in use.  
For the purposes of assessing impairment, 
assets are grouped at the lowest levels for 
which there are separately identifiable cash 
flows (cash-generating units).

Company investments in subsidiary 
undertakings

Company investments are included at cost. 
Provision is made for any impairment in value.

Revenue recognition

Revenue is measured at the fair value of 
the consideration received or receivable and 
represents amounts receivable for goods and 
services provided in the normal course of 
business net of Value Added Tax.

Sales of goods are recognised when goods 
are delivered and title has passed. 

Contract revenue reflects the contract 
activity during the year and is measured 
at the fair value of consideration received 
or receivable. When the outcome can be 
assessed reliably, contract revenue and 
associated costs are recognised as revenue 
and expenses respectively by reference to 
the stage of completion of the contract activity 
at the reporting date. The stage of completion 
is measured by reference to the contract 
costs incurred up to the reporting date 
as a percentage of total estimated costs 
for each contract.

Where the outcome of a long-term contract 
cannot be estimated reliably revenue is 
recognised only to the extent of contract 
costs incurred that it is probable will be 
recoverable, and contract costs are recognised 
as an expense in the period in which they 
are incurred.

In the case of a cost plus contract, the 
outcome of a contract can be estimated reliably 
when it is probable that the economic benefits 
associated with the contract will flow to the 
Group, and the contract costs attributable 
to the contract, whether or not specifically 
reimbursable, can be clearly identified and 
measured reliably.

Property, plant and equipment

Property, plant and equipment is stated at 
historic cost to the Group, being its purchase 
cost together with any incidental expenses 
of acquisition.

Depreciation of property, plant and equipment 
is calculated so as to write off their cost over 
their expected economic lives, residual 
values are reassessed on an annual basis. 
The principal annual rates of depreciation 
are as follows:

Freehold land	 – not depreciated 
Freehold buildings	 – �between 5 and 50 years 

straight line

Short leasehold 	 – 10% straight line or life 
property		     �of lease if shorter

Plant, vehicles 	 – between 10% and 
and equipment	    33% straight line

Inventories and work in progress 
on construction contracts

Inventories are valued at the lower of cost and 
net realisable value. The cost of purchase is 
determined by means of the weighted average 
cost formula.

Contract work in progress is valued at cost 
plus attributable profit less foreseeable losses. 
Attributable profit is included when the 
outcome of a contract can be assessed with 
reasonable certainty. The excess of book value 
over amounts received on individual contracts 
is included in current trade receivables and 
payments received in excess of book value  
are included in current trade payables.
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Accounting policies continued

Non-recurring items

Material and non-recurring items of income 
and expense are disclosed in the income 
statement as ‘Non-recurring items’. Examples 
of items which may give rise to disclosure as 
‘Non-recurring’ include inter alia gains or losses 
on the disposal of businesses, investments 
and property, plant and equipment, costs of 
restructuring and reorganisation of existing 
businesses and asset impairments.

Taxation

The tax expense represents the sum of the tax 
currently payable and deferred tax.

The tax payable in respect of the year is based 
on taxable profit for the year. Taxable profit 
differs from net profit as reported in the income 
statement because it excludes items of income 
or expense that are taxable or deductible in 
other years and it further excludes items that 
are never taxable or deductible. The Group’s 
liability for current tax is calculated using tax 
rates and laws that have been enacted or 
substantially enacted by the reporting date.

Deferred tax is the tax expected to be payable 
or recoverable on differences between the 
carrying amounts of assets and liabilities in 
the financial statements and the corresponding 
tax bases used in the computation of taxable 
profit, and is accounted for using the statement 
of financial position liability method. Deferred 
tax liabilities are generally recognised for all 
taxable temporary differences and deferred 
tax assets are recognised to the extent that it 
is probable that taxable profits will be available 
against which deductible temporary differences 
can be utilised. Such assets and liabilities are 
not recognised if the temporary difference 
arises from initial recognition of goodwill or 
from the initial recognition of other assets and 
liabilities (other than in a business combination) 
in a transaction that affects neither the tax 
profit nor the accounting profit.

Deferred tax liabilities are recognised for 
taxable temporary differences arising on 
investments in subsidiaries, associates, and 
interests in joint ventures, except where the 
Group is able to control the reversal of the 
temporary difference and it is probable that 
the temporary difference will not reverse 
in the foreseeable future.

The carrying amount of deferred tax assets 
is reviewed at each reporting date.

Deferred tax is calculated based on the  
laws enacted or substantially enacted by the 
reporting date and at the tax rates that are 
expected to apply in the period when the 
liability is settled or the asset is realised. 
Deferred tax is charged or credited in the 
income statement except when it relates to 
items charged or credited directly to equity, 
in which case the deferred tax is also dealt 
with in equity.

Financial instruments

The financial instruments used by the Group 
comprise net funds, trade receivables and 
trade payables.

(a) Loans and receivables do not carry any 
interest and are initially stated at their fair  
value and subsequently measured at amortised 
cost as reduced by appropriate allowance for 
estimated irrecoverable amounts. 

(b) Cash and cash equivalents comprise 
cash on hand and demand deposits and other 
short-term highly liquid investments that are 
readily convertible to a known amount of cash 
and are subject to an insignificant risk of 
changes in value.

(c) Trade payables are not interest bearing 
and are initially stated at their fair value and 
subsequently measured at amortised cost.

(d) Loans are raised for support of long-term 
funding of the Group’s operations. They are 
recognised at fair value on inception. Finance 
charges, including premiums payable on 
settlement or redemption, and direct issue 
costs are charged to the income statement 
using an effective interest method.

(e) Financial liabilities and equity 
instruments are classified according to the 
substance of the contractual arrangements 
entered into. An equity instrument is any 
contract that evidences a residual interest 
in the assets of the Group after deducting 
all its liabilities.

(f) Equity instruments issued by the Company 
are recorded at the proceeds received, net of 
direct issue costs.

(g) The Group has a policy of not trading in 
financial instruments and thus the only risks 
arising, in the normal course of business, are 
interest rates and liquidity. The Group’s foreign 
currency risk is minimal as the volume of 
foreign currency transactions is not significant. 
The Group currently has no derivative 
instruments and sees no immediate 
requirement for any.

Accounting for financial assets

Financial assets consist of receivables, along 
with cash and cash equivalents.

An assessment of whether a financial  
asset is impaired is made at least at each 
reporting date. For receivables, this is based  
on the latest credit information available,  
ie. recent counterparty defaults and external 
credit ratings. Financial assets that are 
substantially past due are also considered for 
impairment. All income and expense relating  
to financial assets are recognised in the income 
statement line item ‘finance costs’ or ‘finance 
income’, respectively. 

Receivables are non-derivative financial  
assets with fixed or determinable payments 
that are not quoted in an active market.  
They are subsequently measured at amortised 
cost using the effective interest method,  
less provision for impairment. Any change  
in their value is recognised in profit or loss. 
The Group’s trade and other receivables 
fall into this category of financial instruments. 



Overview

Performance

Governance

Financial statements

67 May Gurney Integrated Services plc

Individual receivables are considered for 
impairment when they are past due at the 
reporting date or when objective evidence 
is received that a specific counterparty will 
default. All other receivables are reviewed for 
impairment in groups, which are determined 
by reference to the industry of a counterparty. 
The percentage of the write down is then 
based on recent historical counterparty 
default rates for each identified group. 

Accounting for financial liabilities

The Group’s financial liabilities include 
borrowings, trade and other payables 
(including finance lease liabilities), which 
are measured at amortised cost using the 
effective interest rate method.

Financial liabilities are recognised when the 
Group becomes a party to the contractual 
agreements of the instrument. All interest-
related charges and, if applicable, changes 
in an instrument’s fair value that are reported 
in profit or loss are included in the income 
statement line items ‘finance costs’ or 
‘finance income’.

Leases

In accordance with IAS 17, the economic 
ownership of a leased asset is transferred  
to the lessee if the lessee bears substantially  
all the risks and rewards related to the 
ownership of the leased asset. Assets held 
under finance leases are recognised as assets 
of the Group at the lower of their fair value or 
the present value of the minimum lease 
payments and the capital elements of the 
commitments are shown as obligations under 
finance leases. Payments are treated as 
consisting of capital and interest elements.  
The capital element is applied to reduce the 
outstanding obligations and the interest 
element is charged against profit in proportion 
to the reducing capital element outstanding. 
Assets held under finance leases are 
depreciated over the shorter of the lease  
terms and their useful lives. 

All other leases are regarded as operating 
leases and the related payments are charged 
to the income statement on a straight-line basis 
over the lease term.

Share-based payments

All share-based payment arrangements 
granted after 7 November 2002 that had not 
vested prior to 1 January 2005 are recognised 
in the financial statements.

All goods and services received in exchange 
for the grant of any share-based payment are 
measured at their fair values. Where employees 
are rewarded using share-based payments, 
the fair value of employees’ services are 
determined indirectly by reference to the 
fair value of the instrument granted to the 
employee. This fair value is appraised at 
the grant date and excludes the impact of 
non-market vesting conditions (for example, 
profitability and sales growth targets).

All equity-settled share-based payments are 
ultimately recognised as an expense in the 
income statement with a corresponding  
credit to equity.

If vesting periods or other non-market vesting 
conditions apply, the expense is allocated over 
the vesting period, based on the best available 
estimate of the number of share options 
expected to vest. Estimates are subsequently 
revised if there is any indication that the 
number of share options expected to vest 
differs from previous estimates. Any cumulative 
adjustment prior to vesting is recognised in the 
current period. No adjustment is made to any 
expense recognised in prior periods if share 
options ultimately exercised are different to 
that estimated on vesting.

Upon exercise of share options the proceeds 
received net of attributable transaction costs 
are credited to share capital, and where 
appropriate share premium.

Employee benefits

The Group and Company contribute to eight 
defined contribution pension schemes and 
a defined benefit pension scheme, the assets 
of which are held separately from those of the 
Group and are invested in managed funds.

In respect of the defined benefit pension 
scheme, the cost of providing benefits is 
determined using the projected unit method, 
with actuarial valuations being carried out at 
each reporting date. Hence actuarial gains 
and losses are recognised in full in the period 
in which they occur through the statement of 
comprehensive income. The liability recognised 
in the statement of financial position is the 
present value of the defined benefit obligations 
less the fair value of plan assets. Associated 
interest credits are included within finance 
income and charges within finance costs. 
The current service cost incurred during 
the year to provide retirement benefits to 
employees is charged to operating profit.

In respect of the defined contribution 
pension schemes, the contributions paid 
by the Group, Company and the employees 
are invested within the individual funds in 
the month following the month of deduction. 
The employer contribution rates are 
determined by reference to an age, service 
or grade related scale or are at a fixed, level 
percentage. The amounts contributed by 
the Group and Company are charged to the 
income statement as the contributions fall 
due. Certain contracts require that employees 
transfer with protected pension rights and 
the Group and Company are responsible for 
the pension liability that exists.
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Accounting policies continued

May Gurney Group Limited Employee Share 
Ownership Trust (‘ESOT’) and Employee 
Benefit Trust (‘EBT’)

On 28 March 2008, May Gurney Group 
Trustees Limited acting in its capacity as 
trustee of the ESOT transferred 1,783,324 
ordinary shares by way of a gift for £nil 
consideration to Lloyds TSB Offshore Trust 
Company Limited acting in its capacity as 
trustee of the May Gurney Integrated 
Services plc Employee Benefit Trust (EBT), 
an offshore trust. 

Shares in the Company held by the ESOT 
and EBT are shown as a deduction in arriving 
at equity funds. 

Where the purchase of shares by the ESOT/
EBT is financed by external bank loans, these 
loans are shown within current trade and other 
payables. Other current assets, liabilities and 
reserves of the ESOT/EBT are included within 
the statutory headings to which they relate. 
The ESOT/EBT are included within the 
Company financial statements. The ESOT/EBT 
have been accounted for in line with the 
requirements of SIC 12 which states that 
the Company should consolidate all Special 
Purpose Entities of which the ESOT/EBT 
are classified as such.

Accounting estimates and judgements 

To be able to prepare accounts according 
to generally accepted accounting principles, 
management must make estimates and 
assumptions that affect the asset and liability 
items and revenue and expense amounts 
recorded in the financial statements. 
These estimates are based on historical 
experience and various other assumptions 
that management and the Board of 
directors believe are reasonable under the 
circumstances. The results of this form  
the basis for making judgements about the 
carrying value of assets and liabilities that 
are not readily available from other sources.

Areas requiring estimates that may significantly 
impact on the Group’s earnings and financial 
position are as follows:

(a) Estimated impairment of goodwill

The Group tests annually whether goodwill 
has suffered any impairment, in accordance 
with the accounting policy previously stated. 
The recoverable amounts of cash-generating 
units have been determined based on 
value-in-use calculations. These calculations 
require the use of estimates. Further details 
of the estimates used are set out in note 12.

Areas requiring critical judgement that may 
significantly impact on the Group’s earnings 
and financial position are as follows:

(a) Revenue recognition

The Group uses the percentage-of-completion 
method to determine the appropriate amount 
to recognise in a given period. The stage of 
completion is measured by reference to the 
contract costs incurred up to the reporting 
date as a percentage of total estimated costs 
for each contract.

(b) Pension benefits

The present value of the pension obligations 
depends on a number of factors that are 
determined on an actuarial basis using a 
number of assumptions. The assumptions 
used in determining the net cost/income 
for pensions include the discount rate. 
Any changes in these assumptions will impact 
the carrying amount of pension obligations.

The Group determines the appropriate 
discount rate at the end of each year. 
This is the interest rate that should be used 
to determine the present value of estimated 
future cash flows expected to be required to 
settle the pension obligations. In determining 
the appropriate discount rate, the Group 
considers the interest rates of high-quality 
corporate bonds that are denominated in the 
currency in which the benefits will be paid, 
and that have terms to maturity approximating 
the terms of the related pension liability.

Other key assumptions for pension obligations 
are based in part on current market conditions. 
Additional information is disclosed in note 27.

(c) Share-based payments

The weighted average fair value of options 
granted during the period was determined using 
the Trinomial pricing model. The assumptions 
used are detailed in note 24.

(d) Intangible assets

The Group recognises certain intangible assets 
on acquisition. Judgements in respect of useful 
lives, discount rates and valuation methods affect 
the carrying value and amortisation charges in 
respect of these assets. These judgements are 
shown in note 13.

(e) Impairment of work in progress

In assessing whether work in progress is 
impaired, estimates are made of future sales 
revenue, timing and build costs. The Group  
has controls in place to ensure that estimates 
of sales revenue are consistent, and external 
valuations are used where appropriate.

Dividends

Dividends are recognised in the financial 
statements in the period in which they are 
approved by the Company’s shareholders. 
Interim dividends are recognised in the period 
in which they are approved and paid.

Provisions

A provision is recognised in the statement 
of financial position when the Group has a 
present legal or constructive obligation as a 
result of a past event, and it is probable that 
an outflow of economic benefits will be required 
to settle the obligation. When recognising and 
measuring a provision, events occurring after 
the reporting date, and before authorisation  
for issue, are considered to determine whether 
such events provide additional evidence of 
conditions that existed at the reporting date 
and should therefore be adjusted for.

If the effect is material, provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the risks specific to 
the liability.
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1. Segmental analysis

For management purposes, the Group is currently organised into three segments – Public Sector Services (Highways Services, Environmental 
Services and Facility Services), Regulated Sector Services (Utility Services, Rail Services and Waterways Services) and Property. The three 
segments noted are those that are regularly reviewed by the Group’s Chief Operating Decision Maker (CODM). Revenue is mostly derived from 
contract work.

The identification of these reportable segments has come about due to the Group’s aim of aligning services more closely with the needs of 
its long-term clients and the nature of the work the Group delivers for them, namely delivering essential front-line maintenance and 
enhancement services.

for the year ended 31 March 2010

Public
Sector

Services
£m

Regulated 
Sector 

Services
£m

Property
£m

Group 
£m

Revenue
Total revenue 285.3 200.8  – 486.1
Less: between segments (1.6) (1.4)  – (3.0)
External revenue 283.7 199.4 – 483.1

Sales between segments are charged at prevailing market prices.

 
Result per management information reviewed by the CODM
Group operating profit before amortisation and non-recurring items 14.7  7.4  – 22.1
Intangible assets amortisation (1.7)  (1.5) – (3.2)
Non-recurring items –
Finance income 0.4
Finance costs (0.9)
Profit before taxation 18.4
Taxation (5.7)
Profit for the year per management information 12.7
Taxation adjustment 0.4
Profit for the year per statutory accounts 13.1
Segment assets and liabilities
Total assets
Segments 98.6 77.1 11.8 187.5
Not allocated to segments 7.6

195.1
Total liabilities
Segments (69.3) (47.9)  (1.0) (118.2)
Not allocated to segments (3.5)

(121.7)
Other information
Capital expenditure 9.9 2.4 –  12.3
Depreciation 4.0 2.6  0.1 6.7

As the Group’s activities are almost entirely domestic, no geographical segmental analysis is required. One customer (2009: one) in the Regulated 
Sector Services segment accounted for 13% of total revenue (2009: 11%) and in 2009 one customer in the Public Sector Services segment 
accounted for 11% of total revenue.

Notes to the report and accounts
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1. Segmental analysis (continued)

for the year ended 31 March 2009

Public
Sector

Services
£m

Regulated
Sector 

Services
£m

Property
£m

Group 
£m

Revenue
Total revenue 271.3 203.5  –  474.8
Less: between segments (1.9) (2.6) – (4.5)
External revenue 269.4 200.9 – 470.3

Sales between segments are charged at prevailing market prices.

 
Result
Group operating profit before amortisation and non-recurring items 13.4  7.0 0.1 20.5
Intangible assets amortisation (1.6)  (1.8) – (3.4)
Non-recurring items  (2.5) (11.9) 2.8 (11.6)
Finance income 0.8
Finance costs (1.1)
Profit before taxation 5.2
Taxation (2.6)
Profit for the year 2.6
 
Segment assets and liabilities
Total assets
Segments 86.4 78.6 11.6 176.6
Not allocated to segments 4.4

181.0
Total liabilities
Segments (59.6) (57.0) (0.4) (117.0)
Not allocated to segments  (0.5)

(117.5)
 
Other information
Capital expenditure including acquisitions 11.8 4.6  1.3 17.7
Depreciation 3.5 3.0 0.2 6.7

As the Group’s activities are almost entirely domestic, no geographical segmental analysis is required.
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2. Group operating profit before amortisation and non-recurring items

Group operating profit before amortisation and non-recurring items is stated after charging/(crediting):

for the year ended 31 March 2010 
2010  

£m
2009  

£m

Depreciation (note 11)	– owned 3.1 3.9
	 – finance lease and hire purchase 3.6 2.8
Profit on sale of plant and machinery (0.3)  (0.2)
Loss on sale of freehold land and buildings 0.1  –
Directors’ emoluments (note 7) 1.1 1.3
Share-based payments (0.4)  (0.4)
Fees payable to the Company’s auditor for the audit of the annual accounts –  –
Fees payable to the Company’s auditor and its associates for other services
– audit of the Company’s subsidiaries 0.1 0.1
– tax advisory and compliance services – 0.1
– corporate finance services  – 0.1
Amounts payable under operating leases
– land and buildings 2.2 2.2
– plant and machinery 5.6 6.6

3. Other non-recurring costs and other income

for the year ended 31 March 2010
2010  

£m
2009  

£m

Shared Services restructuring costs  – (1.8)
Redundancy and associated costs in relation to the reduction in scale of the geotechnical and landfill 
remediation businesses – (1.6)
Impairment of goodwill and intangible assets related to the conclusion of the National Grid gas contract – (9.0)
Contract cessation and costs related to the conclusion of the National Grid gas contract –  (2.0)

–  (14.4)
Profit on disposal of Group office site at Trowse, Norwich –  2.8

– (11.6)

On 28 November 2008, the Group disposed of its interest in the freehold property at Trowse for consideration of £5.1 million. The net book value at 
date of disposal was £1.9 million and costs of disposal were £0.4 million.
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4. Revenue

The following significant categories of revenue were recognised in the year.

for the year ended 31 March 2010
2010

£m
2009 

£m

Revenue arising from:
Sale of goods 4.7 4.3
Contract revenue 478.4 466.0

483.1 470.3

5. Finance income and costs

for the year ended 31 March 2010
2010

£m
2009 

£m

Finance income
Interest receivable from short-term bank deposits 0.2 0.4
Other interest 0.2 0.1
Finance income in relation to the change in value of financial assets – 0.3

0.4 0.8
 
Finance costs
Finance charges payable under finance leases  (0.9)  (0.8)
Finance cost in relation to defined benefit pension scheme  – (0.1)
Other interest –  (0.2)

(0.9)  (1.1)



Overview

Performance

Governance

Financial statements

73 May Gurney Integrated Services plc

6. Staff numbers and costs

The average number of people (including directors) employed by the Group during the year, categorised by segment, was as follows:

for the year ended 31 March 2010
Number of employees

2010
Number of employees 

2009

Public Sector Services 2,350 2,214
Regulated Sector Services 1,309 1,680
Group and Shared Services 214 209

3,873  4,103

The aggregate payroll costs of these employees were:

for the year ended 31 March 2010
2010

£m
2009 

£m

Wages and salaries 107.9 117.3
Social security costs 10.5 11.8
Group pension costs (note 27) 0.9 1.4
Other pension costs (note 27) 3.1 2.4

122.4 132.9

The average number of people (including directors) employed by the Company during the year was 8 (2009: 8), with an aggregate payroll cost of 
£1.4 million (2009: £1.5 million).

Key management remuneration has been disclosed per note 31.

7. Emoluments of directors

for the year ended 31 March 2010
2010

£m
2009

£m

Directors’ emoluments 1.1 1.3

An analysis of directors’ emoluments and pension entitlements (including those of the highest paid director) and their interests in the share capital 
of the Company is contained in the Directors’ remuneration report on pages 50 to 54.
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8. Taxation

(a) Analysis of tax charge:

for the year ended 31 March 2010
2010

£m
2009

£m

Current tax
Corporation tax on profits for the year 4.6 3.8
Under/(over) provision in respect of prior years 0.9  (0.1)
Total current tax 5.5 3.7
Deferred tax
Origination and reversal of temporary differences 1.8 0.1
Tax effect of intangible assets amortisation (0.9) (1.3)
Retirement benefit obligation – 0.1
Over provision in respect of prior years (1.1) –
Total deferred tax (0.2) (1.1)
Total tax charge for the year 5.3 2.6

(b) Factors affecting the tax charge:

The taxation assessed for the year is higher than the standard rate of corporation tax in the UK (28%).

The charge is affected by a number of factors in addition to the standard UK rate. The differences are explained as follows:

for the year ended 31 March 2010
2010

£m
2009

£m

Profit before tax 18.4  5.2
Profit before tax multiplied by standard rate of corporation tax in the UK of 28% – expected charge 5.2 1.4
Effects of:
Expenses not deductible for tax purposes  0.3 1.6
Profit on disposal of land and buildings – (0.3)
Adjustments to tax charge in respect of previous year (current and deferred) (0.2) (0.1)
Total tax charge for year (note 8(a)) 5.3 2.6

The effective tax rate, excluding the impact of non-recurring items, for the year is 28.8% (2009: 28.7%).

The corporation tax liability in the year has been affected by tax relief of £0.1m on the exercise of share options in the year. This is offset by 
a corresponding reduction in the associated deferred tax asset.
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9. Dividends

for the year ended 31 March 2010
2010

£m
2009

£m

Amounts recognised as distributions to equity holders in the period:
Final dividend paid for the year ended 31 March 2009 of 3.4 pence per share 2.3  2.0
Interim dividend paid for the year ended 31 March 2010 of 1.8 pence per share  1.2 1.2

3.5  3.2

The proposed final dividend of 3.7 pence per share had not been approved at the reporting date and so has not been included as a liability 
in these financial statements. The dividend will be paid on 13 July 2010 to holders of ordinary shares on the register at the close of business on 
11 June 2010.

The Trustee of the May Gurney Group Limited Employee Share Ownership Trust has waived its right to receive any dividends in respect of shares 
held in the Trust.

10. Earnings per share

for the year ended 31 March 2010
2010

£m
2009

£m

Profit for the year 13.1 2.6
Basic/diluted earnings 13.1 2.6
Adjustments to basic earnings
Intangible assets amortisation 3.2  3.4
Non-recurring profit on disposal of property, plant and equipment – (2.8)
Other non-recurring costs – 14.4
Tax on non-recurring items (0.9) (3.2)
Underlying earnings 15.4 14.4

Number of shares  Number Number

Weighted average number of ordinary shares for the purposes of basic earnings per share 66,993,564 66,191,939
Effect of dilutive potential ordinary shares 1,152,022 656,873
Weighted average number of ordinary shares for the purposes of diluted earnings per share 68,145,586 66,848,812
Weighted average number of ordinary shares for the purposes of underlying earnings per share 70,236,016 70,236,016

pence pence

Underlying earnings per share 21.92 20.50
Basic earnings per share 19.58 3.93
Diluted earnings per share 19.25 3.89

Underlying earnings per share, before non-recurring items, has been disclosed to give a clearer understanding of the Group’s underlying trading 
performance. It has been calculated using the underlying earnings figures above and an adjusted weighted average number of ordinary shares 
which includes those shares held by the Group Employee Share Ownership Trust.

Diluted earnings per share is the basic earnings per share after allowing for the dilutive effect of the conversion into ordinary shares of the number 
of options outstanding during the year (see note 24).



76 May Gurney Integrated Services plc

Notes to the report and accounts continued

11. Property, plant and equipment

for the year ended 31 March 2010

Freehold land
and buildings

£m

Short leasehold
property

£m

Plant, vehicles 
and equipment

£m
Total 

£m

Group
Cost
At 1 April 2008 4.9 0.4 27.1  32.4
Acquisition of subsidiary undertakings 1.2 0.1 7.9 9.2
Additions 0.1  – 8.4 8.5
Disposals (3.1) –  (2.7)  (5.8)
At 1 April 2009 3.1 0.5  40.7  44.3
Additions – – 12.3 12.3
Disposals (0.6)  –  (4.3) (4.9)
At 31 March 2010 2.5 0.5 48.7 51.7
Depreciation
At 1 April 2008 1.3 0.3  16.9 18.5
Charge for year 0.2 0.1 6.4 6.7
Disposals (0.7)  – (2.1) (2.8)
At 1 April 2009 0.8 0.4  21.2 22.4
Charge for year 0.1  – 6.6 6.7
Disposals – – (3.1) (3.1)
At 31 March 2010 0.9 0.4 24.7 26.0
Net book value at 31 March 2010 1.6 0.1 24.0  25.7
Net book value at 1 April 2009 2.3  0.1 19.5  21.9

Included in the total net book value of plant, vehicles and equipment is £13.4 million (2009: £13.9 million) in respect of assets acquired under 
finance leases and hire purchase agreements. Depreciation for the year on these assets was £3.6 million (2009: £2.8 million).

12. Goodwill

for the year ended 31 March 2010
Total  

£m

Group
Cost and net book value
At 1 April 2008  35.3
Impairment (7.9)
Acquisition of subsidiaries 7.8
At 1 April 2009 and 31 March 2010 35.2

for the year ended 31 March 2010
2010

£m
2009

£m

Group
May Gurney Group Limited 5.4 5.4
May Gurney Limited – dormant companies* 25.0  25.0
May Gurney Recycling CIC 4.8 4.8

35.2 35.2

*The assets and trade of TJ Brent Limited, T Cartledge Limited, AC Chesters & Son Limited, FDT Holdings Limited and Southern Household Waste 
Recycling Centre Business (SHWRC) have all been hived up into May Gurney Limited. These companies are now dormant.
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12. Goodwill (continued)

The carrying values of the Group’s goodwill are reassessed at least annually or whenever events or changes in circumstances indicate that the 
carrying value may not be recoverable. If analysis indicates that the carrying value is too high, then this is reduced to its recoverable amount which 
is the higher of fair value less costs to sell and its value in use.

Value in use is calculated using pre-tax cash flow projections based on financial budgets and business plans covering a four-year period, which 
take into account historical trends and market conditions, and which have been approved by the Board. The cash flow forecasts are adjusted 
by an appropriate discount rate derived from our cost of capital plus a reasonable risk premium at the date of valuation.

The key assumptions are: operating margin (4–5%); average annual growth rate (0–7%); and pre-tax discount rate (10%). The average growth rates 
used are consistent with forecasts included in industry reports.

The Group’s impairment review is sensitive to changes in the key assumptions used, in particular the growth rate and discount rate. However, 
based on the Group’s sensitivity analysis, a reasonable change in a single assumption will not cause impairment in any of the Group’s cash-
generating units.

The impairment charge in the prior year in respect of Willows Plant Limited arose following the cessation of the National Grid Gas contract within 
the Regulated Sector Services segment.

13. Other intangible assets

for the year ended 31 March 2010
Total

£m

Group
Valuation
At 1 April 2008 16.1
Additions 3.8
At 1 April 2009 and 31 March 2010 19.9
Amortisation
At 1 April 2008 6.6
Impairment  1.1
Charge for year 3.4
At 1 April 2009 11.1
Charge for year 3.2
At 31 March 2010 14.3
Net book value at 31 March 2010 5.6
Net book value at 1 April 2009 8.8
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13. Other intangible assets (continued)

Other intangible assets valuation comprises:

Year  
acquired

Carrying value
£m

Valuation
£m

UEL*
years

TJ Brent Order book(1) 2005  – 2.1 2
TJ Brent Customer relationships(1) 2005 0.8  6.4 10
AC Chesters Order book(1) 2007 – 1.2 3
AC Chesters Customer relationships(1) 2007 0.3 0.3 8
FDT Order book(1) 2008 – 0.6 3
FDT Customer relationships(1) 2008 0.3 0.5 5
Willows Order book(1) 2008 –  0.3 1.5
Willows Customer relationships(1) 2008  – 1.0 4
SHWRC Business Order book(2) 2008  2.1 3.7 8.5
ECT Order book(2) 2009 2.0 3.3 7
ECT Customer relationships(2) 2009 0.1 0.5 7

5.6 19.9

For the valuations above the purchase price allocation method was used, which required identification and fair value estimation of the individual 
intangible assets acquired. In order to arrive at an estimate of fair value, the income approach was used which values the cash flows that the asset 
might reasonably be expected to generate.

The impairment charge in the prior year in respect of Willows Plant Limited arose following the cessation of the National Grid Gas contract within 
the Regulated Sector Services segment.

(1) Regulated Sector Services operating segment. 
(2) Public Sector Services operating segment.

*UEL = Original Useful Economic Life.

14. Investments

Company

Shares in  
subsidiary 

undertakings  
£m

2010  
Total  

£m

2009  
Total  

£m

Cost and net book value
At beginning and end of year  20.3 20.3  20.3

Refer to note 29 for the list of subsidiary entities.
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15. Deferred tax asset/(liability)

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

At beginning of year (0.2) 0.3 0.6 0.9
Acquisition of subsidiaries – – 0.1  –
Credited direct to equity 1.2 0.6 (1.2) (0.6)
Relief on exercise of share options (0.1) – (0.8) –
Income statement credit 0.2 – 1.1 –
At end of year 1.1 0.9 (0.2) 0.3

Deferred taxation at 28% (2009: 28%) is in respect of:

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Depreciation in excess of capital allowances 0.2 – 0.9  –
Other temporary differences 1.0 – 1.0 –
Intangible assets acquired (1.6) – (2.5) –
Share-based payments 1.2 0.6 0.4 0.3
Defined benefit pension scheme 0.3 0.3 – –
Deferred tax asset/(liability) 1.1 0.9 (0.2) 0.3

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

16. Inventories and short-term contracts

for the year ended 31 March 2010

2010
Group

£m

2009 
Group

£m

Raw materials and consumables 0.3 0.4
Finished goods and goods for resale 2.4  2.0

2.7 2.4

The amount of inventories recognised as an expense during the year was £6.5 million (2009: £6.2 million).
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17. Trade and other receivables

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Trade receivables 67.9 –  65.2 –
Amounts due from contract customers  7.0 –  7.6  –
Other receivables 5.4 – 4.5 –
Prepayments and accrued income 1.1 0.2  1.1 0.2

81.4  0.2 78.4 0.2

Trade and other receivables are initially stated at their fair value and subsequently measured at amortised cost as reduced by appropriate allowance 
for estimated irrecoverable amounts. The directors consider that the carrying values of current trade and other receivables approximate their fair 
values.

Amounts due from contract customers relates to value in excess of cash received recognised on long-term contracts. At 31 March 2010 there was 
one contract being accounted for as a long-term contract (2009: one).

Trade and other receivables have been reviewed for indicators of impairment. Certain trade receivables were found to be potentially impaired and 
a provision of £0.4 million (2009: £0.3 million) has been recorded accordingly.

In addition, some of the unimpaired trade receivables are past due as at the reporting date. The age of financial assets past due but not impaired 
is as follows:

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Not more than three months 8.9 –  5.5 –
More than three months but not more than six months 0.8 – 1.0 –

9.7  – 6.5 –

The movement in the provision for impairment of trade receivables is as follows:

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Balance at 1 April 2009 0.3 – 0.5 –
Credited to the income statement
– additional provisions  0.3 – 0.2  –
– unused amounts reversed (0.2) –  (0.4) –
Balance at 31 March 2010 0.4 –  0.3  –

The ageing of the impaired receivables is as follows:

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Six to nine months 0.1 – 0.1  –
Nine to 12 months 0.1  – 0.1  –
Over 12 months 0.2 – 0.1 –

0.4 –  0.3 –

Credit risk

Exposure to credit risk is disclosed in note 20.
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18. Cash and cash equivalents

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Cash at bank and in hand 28.4 20.7 34.2 38.5
Short-term bank deposits 15.0 5.0  –  –

43.4 25.7 34.2 38.5

The carrying amount of cash and cash equivalents approximates their fair value.

19. Trade and other payables

for the year ended 31 March 2010

2010
Group

£m

2010
Company

£m

2009
Group

£m

2009
Company

£m

Amounts due to contract customers 0.8 –  1.9 –
Trade payables 76.5 0.1 69.1  0.1
Contingent consideration – – 0.6 –
Amounts owed to subsidiary undertakings – 14.9 – 33.3
Other tax and social security 9.3 1.0 10.4 0.6
Other payables 7.0  0.2 10.8  0.5
Accruals and deferred income 11.6 0.2  7.8 –

105.2 16.4 100.6 34.5

Trade and other payables are initially stated at their fair value and subsequently measured at amortised cost. The directors consider that the 
carrying values of current trade and other payables approximate their fair values.

Amounts due to contract customers relates to cash received in excess of value recognised.

20. Financial instruments

Capital risk management

The Group manages its capital to ensure its ability to continue as a going concern and to maintain an optimal capital structure to reduce the cost 
of capital.

The capital structure of the Group comprises equity attributable to equity holders of May Gurney Integrated Services plc consisting of issued 
ordinary share capital, reserves and retained earnings as disclosed in notes 23 and 25 and cash and cash equivalents as disclosed in note 18.

The Group maintains or adjusts its capital structure through the payment of dividends to shareholders.

The Group’s overall capital risk management strategy remains unchanged from 2009.

Financial risk management

Financial risk management is an integral part of the way the Group is managed. In the course of its business, the Group is exposed primarily to 
interest rate risk, credit risk and liquidity risk. The overall aim of the Group’s financial risk management policies is to minimise potential adverse 
effects on financial performance and net assets.

The Group’s finance department manages the principal financial risks within policies and operating parameters approved by the Board of directors.

Commodity price risk

Through its environmental services contracts the Group has some exposure to fluctuations in recyclable commodity prices. Where possible the 
Group seeks to mitigate the risk by passing on the risk and reward of price fluctuations to clients and through the use of cap and collar agreements 
with buyers of recyclables commodities.
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20. Financial instruments (continued)

Foreign currency risk

The Group does not have significant foreign currency transactions and exposure to foreign currency risk is therefore minimal. Accordingly, these 
financial statements do not include any sensitivity analysis in respect of currency risk.

Interest rate risk

Interest rate risk does not arise on the Group’s obligations under finance leases as interest rates are fixed at the start of the lease.

Interest rate risk arises on the Group’s cash and cash equivalents. A 1% increase/decrease in the Bank of England base rate would lead to 
a £0.4 million (2009: £0.3 million) increase/decrease in the Group’s finance income.

Price risk

The directors do not consider there to be any price risk relating to equity instruments and hence no need for any related disclosures.

Credit risk

Exposure to credit risk is limited to the carrying amount of financial assets recognised at the reporting date, namely cash and cash equivalents 
and trade and other receivables.

The Group continuously monitors defaults of customers and other counterparties, identified either individually or by group, and incorporates this 
information into its credit risk controls. Where available at reasonable cost, external credit ratings and/or reports on customers and other 
counterparties are obtained and used. The Group’s policy is to deal only with creditworthy counterparties.

The Group’s management considers that all financial assets that are not impaired for each of the reporting dates under review are of good credit 
quality, including those that are past due. An analysis of amounts that are past due but not impaired is shown in note 17.

None of the Group’s financial assets are secured by collateral or other credit enhancements.

The credit risk for liquid funds and other short-term financial assets is considered negligible, since the counterparties are reputable banks with high 
quality external credit ratings.

The Group has no significant concentration of credit risk in respect of amounts due from contract customers or trade receivable balances at the 
reporting date, with exposure spread over a number of customers and across the Group’s operating segments.

Liquidity risk

The Group manages its liquidity needs by carefully monitoring scheduled debt servicing payments for long-term financial liabilities as well as cash 
outflows due in day-to-day business. Liquidity needs are monitored in various time bands, on a day-to-day and week-to-week basis, as well as on 
the basis of a rolling 30-day projection.

The Group maintains cash to meet its liquidity requirements for up to 30-day periods. Funding in regards to long-term liquidity needs is additionally 
secured by an adequate amount of committed credit facilities.
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20. Financial instruments (continued)

Categories of financial instruments

Group

2010
Loans and

receivables
£m

2010
Non-financial

assets
£m

2010
Financial 

liabilities at
amortised cost

£m

2010
Non-financial

liabilities
£m

2009
Loans and

receivables
£m

2009
Non-financial

assets
£m

2009
Financial 

liabilities at
amortised cost

£m

2009
Non-financial

liabilities
£m

Financial assets
Cash at bank 43.4 – – – 34.2  –  – –
Trade receivables – current 67.9 –  – – 65.2  – – –
Other receivables – current 12.4  – – – 12.2  –  – –
Prepayments 1.1 – – – 1.1  – – –
Total 124.8  –  –  – 112.7  – – –
Financial liabilities
Trade payables – – (76.5)  –  – – (69.1) –
Other liabilities – current –  –  (7.8) – – – (12.7)  –
Other liabilities – non-current –  –  – (0.1) –  –  – (0.1)
Accruals  –  – (11.6)  –  – – (7.8) –
VAT and taxation payables –  –  –  (10.4)  – –  –  (11.4)
Contingent consideration – –  –  – –  –  – (0.6)
Total – – (95.9)  (10.5)  –  –  (89.6)  (12.1)
Net 124.8  –  (95.9) (10.5) 112.7 – (89.6) (12.1)

Company

2010
Loans and

receivables
£m

2010
Non-financial

assets
£m

2010
Financial 

liabilities at
amortised cost

£m

2010
Non-financial

liabilities
£m

2009
Loans and

receivables
£m

2009
Non-financial

assets
£m

2009
Financial 

liabilities at
amortised cost

£m

2009
Non-financial

liabilities
£m

Financial assets
Cash at bank  25.7  –  – – 38.5  – – –
Other receivables –  – –  – – – –  –
Prepayments 0.2 – –  – 0.2 – – –
VAT and taxation receivables – 1.1  –  – –  1.5 – –
Investments in subsidiaries – 20.3 – – – 20.3  – –
Total 25.9 21.4 – – 38.7 21.8  – –
Financial liabilities
Trade payables – – (0.1) –  –  –  (0.1) –
Other liabilities – current  –  – (15.0)  –  –  – (33.7)  –
Accruals –  – (0.2) – –  – –  –
VAT and taxation payables – – – (1.0)  – – – (0.7)
Total – – (15.3)  (1.0)  – –  (33.8)  (0.7)
Net 25.9 21.4 (15.3) (1.0) 38.7 21.8 (33.8) (0.7)
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20. Financial instruments (continued)

Maturity of the Group’s financial liabilities

2010
Trade and

other payables
£m

2010
Finance

leases
£m

2010
Total

£m

2009
Trade and

other payables
£m

2009
Finance

leases
£m

2009
Total

£m

Due within one year 95.9 6.3 102.2 89.6 6.0 95.6
Due within one to two years – 5.0 5.0  –  5.1 5.1
Due within two to five years – 4.3  4.3 – 6.7 6.7

95.9 15.6  111.5 89.6 17.8 107.4

The above contractual maturities reflect the gross cash flows which may differ to the carrying values of the liabilities at the reporting date.

21. Obligations under finance leases

for the year ended 31 March 2010

2010
Group

£m

2009
Group

£m

Finance lease and hire purchase obligations
Repayable: Within one year 5.6 5.0
Repayable: Between two and five years 8.6 10.6

14.2  15.6

The net obligations under finance lease and hire purchase agreements of £14.2 million (2009: £15.6 million) are secured on the assets acquired. 
The directors consider that there is no material difference between the carrying value and the fair value of finance lease obligations.

The gross obligations under finance lease and hire purchase agreements are £15.6 million (2009: £17.8 million).

During the year, obligations totalling £nil (2009: £5.2 million) were taken on through acquisitions.

22. Provisions and other liabilities

for the year ended 31 March 2010

2010
Group

£m

2009
Group

£m

At beginning of year 0.1  0.3
Credit for the year – (0.2)
At end of year 0.1 0.1

The above provisions comprise £0.1 million (2009: £0.1 million) in respect of site reinstatement obligations where the Group was formerly engaged 
in the excavation of sand and aggregates and other site reinstatement obligations.
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23. Share capital

for the year ended 31 March 2010 
2010  

£m 
2009  

£m 

Authorised 
Equity shares 
Ordinary 5 pence shares 6.8 6.8
Issued and fully paid 
Equity shares 
Ordinary 5 pence shares 3.5 3.5

Number 
2010 

Number 
2009 

Authorised ordinary 5 pence shares 135,000,000 135,000,000 
Issued ordinary 5 pence shares 70,236,016 70,236,016 

24. Share-based payments

The following expense was charged in respect of the Group’s share-based incentive schemes:

2010  
Group  

£m

2009  
Group  

£m

LTIP 0.2 –
Sharesave 0.2 0.2
CSOP and other schemes – 0.2
Total 0.4 0.4

For options granted post flotation (June 2006), independent valuations have been used to determine the fair values for share-based payments.  
The fair values and assumptions used were as follows:

LTIP 06 LTIP 07 LTIP 08 LTIP 09 CSOP 07 CSOP 08 CSOP 09
Sharesave 

07
Sharesave 

08
Sharesave 

09
Stand alone 

option 06
Stand alone 

option 07

Pricing model Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial Trinomial
Grant date 21 June 

06
5 June 

07
8 July  

08
8 July  

09
25 July 

07
8 July  

08
8 July  

09
21 August 

07
8 August 

08
12 August 

09
12 March 

07
25 July 

07
Share price  
at grant 186.00p 311.00p 236.00p 161.00p 335.50p 236.00p 161.00p 315.50p 241.00p 175.00p 330.00p 335.50p
Exercise price nil nil nil nil 335.50p 236.00p 161.00p 254.00p 196.00p 139.00p 330.00p 335.50p
Option life 10 years 10 years 10 years 10 years 10 years 10 years 10 years 3 years 3.6 years 3.6 years 10 years 10 years
Expected  
vesting life 3 years 3 years 3 years 3 years 3 years 3 years 3 years 3 years 3.1 years 3.1 years 2 years 3 years
Risk free rate 4.73% 5.32% 5.03% 3.73% 5.30% 5.03% 3.73% 5.17% 4.68% 3.03% 4.80% 5.30%
Expected 
volatility 25% 25% 30% 40% 25% 30% 40% 25% 30% 40% 25% 25%
Expected 
dividend yield 2% 2% 2% 3% 2% 2% 3% 2% 2% 3% 2% 2%
Value per option 186.00p 292.30p 222.00p 147.00p 95.40p 72.00p 52.00p 99.80p 79.00p 36.00p 87.06p 95.40p

For 2003 Scheme options, which were granted prior to flotation, the fair values of services received in return for share-based payments were 
measured by the fair value of shares received and options granted. Owing to the absence of a market for the Company’s shares at the time of grant, 
the Company used share valuation methodology which looks at comparator listed companies and adjusts for the lack of an active market by means 
of discounting their quoted price earnings ratios. The risk free rate of return was assumed to be 5%.
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24. Share-based payments (continued)

May Gurney Integrated Services Unapproved Share Option Scheme (the ‘2003 Scheme’) 

The 2003 Scheme was adopted in 2003 and ceased issuing new options on the flotation of the Company. Under the Scheme, options were 
granted to executive directors and to senior and middle management. The exercise of some of the options granted under the 2003 Scheme was 
conditional upon the achievement of objective performance targets set by the Trustee of the ESOT at the time of grant. Options granted under the 
2003 Scheme will normally lapse in the event an option holder ceases to remain an employee or officer of the Company or any of the Company’s 
subsidiaries. Further details of the scheme are included in the Directors’ remuneration report.

Options granted, exercised and forfeited under the scheme were as follows:

2010  2009

Number
Weighted average 

exercise price Number
Weighted average 

exercise price

Outstanding at beginning of year 837,500 25.03p 2,633,000 26.34p
Granted – – – –
Exercised (241,000) 22.62p (1,470,500) 25.63p
Lapsed – – (325,000) 32.96p
Outstanding at end of year 596,500 26.01p 837,500 25.03p
Exercisable at the end of the year 396,500 13.58p 587,500 15.56p

The weighted average share price at date of exercise was 179 pence (2009: 208 pence).

The May Gurney Long Term Incentive Plan (‘LTIP’)

The LTIP scheme is a long-term incentive plan for executive directors and senior managers. The exercise of awards granted under the LTIP will 
in normal circumstances be conditional upon the achievement of objective performance targets set at the time of grant. Such performance targets 
shall be measured over a performance period. Options granted under the LTIP Scheme will normally lapse in the event an option holder ceases 
to remain an employee or officer of the Company or any of the Company’s subsidiaries. Further details of the scheme are included in the Directors’ 
remuneration report. Options granted, exercised and forfeited under the scheme were as follows:

2010 2009

Number
Weighted average 

exercise price Number
Weighted average 

exercise price

Outstanding at beginning of year 585,698 – 441,878 –
Granted 674,143 – 514,978 –
Exercised – – – –
Lapsed (310,015) – (371,158) –
Outstanding at end of year 949,826 – 585,698 –
Exercisable at the end of the year – – – –
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24. Share-based payments (continued)

The May Gurney Savings Related Share Option Scheme (‘Sharesave’)

The Sharesave scheme was established in July 2007. Participation is offered to all employees of the Group who have been employed for a 
continuous period which is determined by the Board of directors. Under the Sharesave contract participating employees save a regular sum each 
month for three years of not less than £5 nor more than £250 per month.

Options to acquire ordinary shares in the capital of the Company will be granted to eligible employees who enter into a Sharesave contract.  
The number of options will be that number of shares which have an aggregate option price not exceeding the projected proceeds of the Sharesave 
contract including any bonus. The option price per share will not be less than 80% of the market value of an ordinary share on the day on which 
invitations to apply for options are issued.

Options granted under the Sharesave scheme will normally lapse in the event an option holder ceases to remain an employee or officer of the 
Company or any of the Company’s subsidiaries. Further details of the scheme are included in the Directors’ remuneration report. Options granted, 
exercised and forfeited under the scheme were as follows:

2010 2009

Number
Weighted average 

exercise price Number
Weighted average 

exercise price

Outstanding at beginning of year 1,644,511 221.26p 987,548 254.00p
Granted 1,048,312 139.00p 1,041,641 196.00p
Exercised (1,618) 254.00p – –
Lapsed (799,644) 211.86p (384,678) 238.35p
Outstanding at end of year 1,891,561 179.05p 1,644,511 221.26p
Exercisable at the end of the year – – – –

The May Gurney Company Share Ownership Plan (‘CSOP’)

The CSOP scheme is a long-term incentive plan for senior managers. The exercise of awards granted under the CSOP will in normal circumstances 
be conditional upon the achievement of objective performance targets set at the time of grant. Such performance targets shall be measured over a 
performance period. Options granted under the CSOP scheme will normally lapse in the event an option holder ceases to remain an employee or 
officer of the Company or any of the Company’s subsidiaries. Options granted, exercised and forfeited under the scheme were as follows:

2010 2009

Number
Weighted average 

exercise price Number
Weighted average 

exercise price

Outstanding at beginning of year 316,633 261.24p 92,387 335.50p
Granted 77,875 161.00p 258,194 236.25p
Exercised – – – –
Forfeited (134,627) 253.38p (33,948) 274.45p
Outstanding at end of year 259,881 257.46p 316,633 261.24p
Exercisable at the end of the year – – – –

Other schemes

Options granted, exercised and forfeited under other schemes were as follows:

Date of award
Market value at 

date of award
Earliest vesting 

date
Awarded at  

1 Apr 09 Granted in year Vested in year Lapsed in year
Awarded at  

31 Mar 2010

12 March 2007 330.0p 12 Mar 09 151,515 – – – 151,515
25 July 2007 335.5p 25 Jul 10 113,311 – – (2,952) 110,379



88 May Gurney Integrated Services plc

Notes to the report and accounts continued

25. Reserves

for the year ended 31 March 2010

2010  
Group  

£m

2010  
Company  

£m

2009  
Group  

£m

2009  
Company  

£m

Share premium account
At beginning and end of year 13.2 13.2 13.2 13.2
Merger relief reserve
At beginning and end of year 1.9 1.9 1.9 1.9
Retained earnings
At beginning of year 43.5 6.3 45.8 11.4
Retained profit/(loss) for the year 13.1 8.5 2.6 (0.4)
Dividends (3.5) (3.5) (3.2) (3.2)
Items charged direct to equity (0.9) (0.9) (0.7) (0.7)
Movements relating to share-based payments 1.2 0.3 (1.0) (0.8)
At end of year 53.4 10.7 43.5 6.3

Merger relief reserve

On 8 June 2004, the Company issued 21,715 ordinary shares of £1 each at a premium amounting to £1.9 million. The shares were issued as part 
consideration for the acquisition of the whole of the issued share capital of TJ Brent Limited, accounted for using the purchase method of 
accounting. The premium over the nominal value of the shares issued was previously credited to a merger relief reserve as allowed under  
Section 612 of the Companies Act 2006.

Other reserves

Other reserves in the Group and Company statements of financial position are made up as follows:

for the year ended 31 March 2010

Capital  
redemption  

reserve  
£m

ESOT  
reserve  

£m

2010  
Total  

£m

2009  
Total  

£m

Group and Company
At beginning of year 2.9 (1.5) 1.4 1.5
Proceeds from disposal of own shares – 0.1 0.1 0.3
Taxation on share sales – (0.1) (0.1) (0.4)
At end of year 2.9 (1.5) 1.4 1.4
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25. Reserves (continued)

Capital redemption reserve

The capital redemption reserve arose on the redemption of the May Gurney Integrated Services plc cumulative convertible redeemable 
£1 preference shares in September 2004.

ESOT reserve

As at 31 March 2010 the ESOT held 1,434,378 (2009: 1,604,378) ordinary 5 pence shares in the Company.

The maximum number of 5 pence ordinary shares held in the Company by the ESOT during the year was 1,604,378 (2009: 3,074,878).

The ordinary shares in the Company held by the ESOT represent 2.0% (2009: 2.3%) of the ordinary share capital of the Company.

On 28 March 2008, May Gurney Group Trustees Limited acting in its capacity as trustee of the ESOT transferred 1,783,324 ordinary shares by way 
of a gift for nil consideration to Lloyds TSB Offshore Trust Company Limited acting in its capacity as trustee of the May Gurney Integrated Services 
plc Employee Benefit Trust (EBT), an offshore trust. The ordinary shares in the Company held by the EBT represent 2.5% of the ordinary share 
capital of the Company. At 31 March 2010 the EBT held 1,710,347 (2009: 1,783,324) ordinary shares.

26. Commitments

for the year ended 31 March 2010

Group  
2010  

£m

Group  
2009  

£m

(i) Operating lease commitments
Total commitments due under operating leases:
Land and buildings
Within one year 2.2 2.1
Between two and five years 4.6 4.1
More than five years 1.6 2.2

8.4 8.4
Other
Within one year 5.6 6.6
Between two and five years 8.5 12.2
More than five years 1.0 1.2

15.1 20.0
(ii) Property, plant and equipment
Future capital expenditure authorised by the directors but not provided for in these financial statements  
is as follows:
Contracts placed 7.1 1.5
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27. Employee benefits

Defined contribution pension schemes

The Group operates eight defined contribution pension schemes (2009: nine) and contributions during the year amounted to £3.1 million 
(2009: £2.4 million). The schemes are the May Gurney Defined Contribution Pension Scheme, TJ Brent Limited Group Personal Pension Plan, 
T Cartledge Limited Group Personal Pension Plan, AC Chesters & Son Limited Staff Pension Scheme, FDT Executive Pension Plan, FDT Group 
Personal Pension Plan, FDT Stakeholder Pension and Willows Plant Limited Group Personal Pension Plan.

The Group also makes contributions to local government defined benefit pension schemes in respect of certain employees who have transferred 
to the Group under TUPE transfer arrangements. The Group is unable to identify its share of the underlying assets and liabilities in the scheme on 
a consistent and reasonable basis and consequently the pension costs for these schemes are treated as if they were defined contribution schemes.

Defined benefit pension scheme

The Group operates a defined benefit pension scheme (May Gurney Defined Benefit Pension Scheme) for some salaried employees and 
supervisory foremen. The assets of the scheme are held separately from those of the Group and are invested in managed funds.

The pension cost relating to the scheme is assessed in accordance with the advice of a qualified actuary on the basis of valuations at each 
reporting date using the projected unit method. The pension charge for the year was £0.9 million (2009: £1.4 million).

The most recent full triennial valuation was carried out at 1 April 2008. The ongoing valuation assumed, in assessing pension costs, that the return 
on the scheme’s pre-retirement investments would exceed by 2.85% the rate at which wages and salaries would increase. Future pensions that are 
due to increase by the maximum of RPI and 5% each year were assumed to increase at the rate of 3.3% per annum. The employer’s contribution 
rate as recommended by the actuary was 10.9% of Pensionable Salary per annum in respect of future accrual of benefits, 1.0% of Pensionable 
Salary per annum in respect of death in service benefits, plus Scheme expenses (including levies). The scheme’s assets were greater than 
the scheme’s technical provisions at the valuation date, and therefore there was no need to establish a recovery plan to make up any shortfall. 
The average contribution rate by the employees is 6.7%.

The Company has opted to recognise all actuarial gains and losses immediately as Other Comprehensive Income (formerly known as the Statement 
of Recognised Income and Expense, SORIE).
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27. Employee benefits (continued)

Defined benefit pension scheme (continued)

A full actuarial valuation was carried out as at 31 March 2008, and this was updated to 31 March 2010 by a qualified independent actuary on an 
IAS 19 basis. The major assumptions used by the actuary were as follows:

2010  
%

2009  
%

Discount rate 5.61 6.34
Inflation assumption 3.60 2.90
Rate of increase in salaries 4.35 3.65
Rate of increase in pensions in payment 	– pre 1997 Nil Nil
	 – post 1997 3.30 2.90
	 – post 2006 2.15 2.30
Overall expected return on plan assets 5.72 5.49

The mortality assumptions used as at 31 March 2010 are based on standard tables produced by the actuarial profession, adjusted for  
scheme experience.

2010 2009

Death in service/deferment AXC00 AXC00
Death after retirement – Non-pensioners PXCA00 qx 110%(m) 112%(f). MC projections 

from 2002 s.t. floors of 0.5%pa PXCA00
	 – Pensioners PXCA00 qx 110%(m) 112%(f). MC projections 

from 2002 s.t. floors of 0.5%pa PXCA00
Life expectancy at 65: 
Male currently 65 21 21
Male currently 45 22 22
Female currently 65 23 23
Female currently 45 24 24
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27. Employee benefits (continued)

Defined benefit pension scheme (continued)

The Scheme’s net pension liability and expected rate of return on its investments as at 31 March 2010 and as at 31 March 2009 are as follows:

The assets in the scheme and the expected rates of return were:

Long-term 
expected rate 
of return (pa) 

% 

2010 
Fair value 

£m

Long-term 
expected rate 
of return (pa) 

% 

2009 
Fair value 

£m

Equities 7.25 15.7 7.25 10.2
Bonds – Corporate 5.61 12.1 6.34 9.4
Bonds – Government 4.50 16.5 4.20 15.5
Cash and Other 0.50 0.6 0.50 1.6
Property 6.00 3.3 6.00 2.9
Annuities 5.61 0.8 6.34 0.8
Total market value of assets 49.0 40.4
Present value of funded retirement benefit obligations (50.1) (40.3)
(Deficit)/surplus in the scheme (1.1) 0.1
Less: Related deferred tax liability 0.3 –
Net pension (liability)/asset (0.8) 0.1

The actual return on plan assets was £9.8 million (2009: £(4.5) million).

The expected rate of return on scheme assets was determined as the weighted average of the expected returns on the assets held by the scheme 
on 31 March 2010. The rates of return for each class were determined as follows:

– �equities and property: the rate adopted is consistent with the median assumption used in the actuary’s asset modelling work as at  
31 March 2007.

– bonds: the overall rate has been set to reflect the yields available on the gilts and Grade AA corporate bond holdings held at 31 March 2010.

Reconciliation of opening and closing balances of the fair value of plan assets

Change in the fair value of scheme assets
2010 

£m
2009 

£m

Fair value at the beginning of the year 40.4 43.4
Expected return on scheme assets 2.2 2.6
Contributions by employers 1.0 1.8
Contributions by members 0.6 0.7
Benefits paid (2.8) (1.0)
Actuarial gain/(loss) 7.6 (7.1)
Fair value of plan assets at the end of the year 49.0 40.4

The Group expects to pay contributions of £1.0 million in the year to 31 March 2011, plus Scheme expenses and levies as they fall due.
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27. Employee benefits (continued)

Reconciliation of opening and closing balances of the present value of the defined benefit obligation

Change in the present value of the defined benefit obligation
2010 

£m
2009 

£m

Present value of the obligation at the beginning of the year (40.3) (42.6)
Company’s service cost (0.9) (1.4)
Interest cost (2.5) (2.7)
Contributions by members (0.6) (0.7)
Benefits paid 2.8 1.0
Actuarial (loss)/gain (8.9) 6.1
Curtailments and settlements 0.3 –
Present value of the obligation at the end of the year (50.1) (40.3)

The amount charged to earnings before interest and tax, and included within cost of sales and administration costs, is:

2010 
£m

2009 
£m

Current service cost, less employee contributions (0.9) (1.4)
Total charge (0.9) (1.4)

Other finance costs are:

2010 
£m

2009 
£m

Expected return on pension scheme assets 2.2 2.6
Interest on pension scheme liabilities (2.5) (2.7)
Curtailments and settlements 0.3 –
Net income – (0.1)

The amount recognised in the statement of comprehensive income is:

2010 
£m

2009 
£m

Actual return less expected return on pension scheme assets 7.6 (7.1)
Experience losses arising on the scheme liabilities – (1.2)
Changes in the assumptions underlying the present value of the scheme liabilities (8.9) 7.3
Actual loss recognised in comprehensive income (1.3) (1.0)
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27. Employee benefits (continued)
2010

£m
2009

£m

Surplus in scheme at beginning of year 0.1 0.8
Movement in year:
Current service cost (0.9) (1.4)
Contributions by employers 1.0 1.8
Other finance expense (0.3) (0.1)
Curtailments and settlements 0.3 –
Net actuarial losses (1.3) (1.0)
(Deficit)/surplus in scheme at end of year (1.1) 0.1

History of experience gains and (losses) are:

2010 
£m

2009 
£m

2008 
£m

2007 
£m

2006 
£m

Present value of the defined benefit obligation 49.0 40.4 43.4 41.4 35.4
Fair value of scheme assets (50.1) (40.3) (42.6) (41.4) (38.9)
Net (deficit)/asset (1.1) 0.1 0.8 – (3.5)
Difference between expected and actual return  
on scheme assets
Amount (£m) 7.6 (7.1) (1.9) (1.1) 3.9
Percentage of scheme assets 15.5% (17.6%) (4.4%) (2.7%) 11.1%
Experience gains/(losses) arising on liabilities
Amount (£m) – (1.2) 1.8 (0.5) (1.7)
Percentage of scheme liabilities 0% (3.0%) 4.2% (1.3%) (4.3%)
Total actuarial losses recognised  
in comprehensive income
Amount (£m) (1.3) (1.0) – (0.9) (2.1)
Percentage of scheme assets (2.7%) (2.5%) 0% 2.3% 5.3%

The cumulative actuarial gains and losses recognised in the statement of comprehensive income was a loss of £5.6 million (2009: a cumulative 
loss of £4.4 million).

28. Contingent liabilities

(i) The Company has given an unlimited guarantee, secured by fixed and floating charges over the Company’s assets in respect of the facilities from 
Bank of Scotland, of all Group companies. At 31 March 2010, the net indebtedness of all other Group companies amounted to £nil (2009: £nil).

(ii) The Company has given joint and several guarantees securing indemnities given by other Group companies in respect of performance bonds 
which have been put in place to provide security for clients. These performance bonds are not exercisable on demand. At 31 March 2010, 
indemnities outstanding for other Group companies amounted to £3.9 million (2009: £4.6 million).
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29. Group undertakings

The Group undertakings, all of which are included within the Group financial statements, at 31 March 2010:

Activity Percentage of equity owned

Subsidiary undertakings
May Gurney Group Limited – Dormant intermediate holding company 100%
May Gurney Limited – Infrastructure support services + 100%
May Gurney Estates Limited – Property holding and development + 100%
May Gurney Recycling CIC – Collection and sale of recyclable materials * 100%
North Lincolnshire Learning Partnership (PSP) Limited – Dormant intermediate holding company * 52%
Engage North Lincolnshire Limited – Facility services for the education sector **** 80%
ECT Engineering Limited – Dormant * 100%
Recycle from Home Limited – Dormant *** 100%
Lambeth Community Recycling Limited – Dormant *** 100%
Materials Reuse and Recycling Limited – Dormant *** 100%
May Gurney Building Limited – Dormant * 100%
AC Chesters & Son Limited – Dormant * 100%
FDT (Holdings) Limited – Dormant * 100%
FDT Associates Limited – Dormant ** 100%
FDT Contracts Limited – Dormant ** 100%
Norfolk Community Recycling Services Limited – Dormant * 100%
T Cartledge Limited – Dormant * 100%
TJ Brent Limited – Dormant * 100%
Ayton Asphalte Company Limited – Dormant + 100%
May Gurney Norfolk Limited – Dormant + 100%
May Gurney (Regional) Limited – Dormant + 100%
May Gurney (Technical Services) Limited – Dormant + 100%
May Gurney Group Trustees Limited – Dormant + 100%
Essex Highway Contracts Limited – Dormant * 100%
Michco 210 Limited – Dormant * 100%
Engineered Products Limited – Dormant * 100%
Hawthorns Project Management Limited – Dormant * 100%
Associated undertakings
Resource Environmental Limited – Collection and sale of recyclable materials * 50%
Jointly controlled entities
DAWN Environmental Limited – Collection and sale of recyclable materials * 50%
Monmouthshire Community Recycling Limited – Operation of a curb side recycling scheme * 50%
Jointly controlled operations
May Gurney WSP JV – Highways maintenance * 50%
Lafarge Contracting/May Gurney JV – Civil Engineering * 50%

+ held by May Gurney Group Limited 
* held by May Gurney Limited 
** held by FDT (Holdings) Limited 
*** held by May Gurney Recycling CIC 
**** held by North Lincolnshire Learning Partnership (PSP) Limited
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Notes to the report and accounts continued

29. Group undertakings (continued)

The shareholdings in subsidiaries, associates and jointly controlled entities all relate to ordinary share capital and are equivalent to the percentages 
of voting rights held by the Group.

The percentages quoted in respect of the jointly controlled operations are the Group’s interests under the joint operation contracts. The joint 
operations’ principal places of business are:

MGWSP, Riverside House, Northampton, Northamptonshire; 
Lafarge Contracting/May Gurney, Bradgate House, Groby, Leicester.

30. Reconciliation of operating profit before amortisation and non-recurring income to cash generated from operations

for the year ended 31 March 2010

2010
Group 

£m

2010 
Company

 £m

2009
 Group

 £m

2009
 Company

 £m

Operating profit/(loss) before amortisation and non-recurring items 22.1 (2.3) 20.5 (2.1)
Depreciation 6.7 – 6.7 –
Profit on sale of property, plant and equipment (0.2) – (0.2) –
Increase in inventories (0.3) – (0.1) –
Increase in trade and other receivables (3.0) – (2.1) –
Increase/(decrease) in trade and other payables 5.1 (11.7) 0.1 12.3
Credit in respect of retirement and benefit costs (0.1) (0.1) (0.4) (0.4)
Charge in respect of share-based payments in the period 0.4 – 0.4 –
Cash generated from operations 30.7 (14.1) 24.9 9.8

Cash and cash equivalents (which are presented as a single class of assets on the face of the statement of financial position) comprise cash at 
bank and other short-term highly liquid investments with a maturity of three months or less.
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31. Related party transactions

Key management remuneration

for the year ended 31 March 2010

2010 
Group 

£m

2009 
Group 

£m

Short-term employee benefits 2.2 2.4
Post-employment benefits 0.1  0.2
Share-based payments 0.2 (0.2)

2.5  2.4

Transactions with subsidiary undertakings.

Transactions between the Company and its subsidiaries, which are related parties of the Company, are noted below.

Transactions with jointly controlled entities and jointly controlled operations.

During the year the Group made sales to and purchases from its jointly controlled entities and arrangements. These were normal trading 
transactions, conducted on an arms-length basis and on normal commercial terms. The amounts involved individually and in aggregate are not 
considered to be material either financially or generally to users of these financial statements.

Other related party transactions

David Galloway and Ishbel Macpherson, non-executive directors of the Company, were also non-executive directors of Speedy Hire plc 
(David Galloway until 31 May 2009). The Group makes purchases from Speedy Hire companies on an arms-length basis in the normal course of 
business. During the year, the value of purchases from Speedy Hire companies was £1.4 million (2009: £1.2 million) and a balance of £0.1 million 
(2009: £0.2 million) was owed at the end of the year.

Tim Ross, non-executive director of the Company, was also a non-executive director of Ennstone plc in the year to 31 March 2010. The Group 
makes purchases from Ennstone companies on an arms-length basis in the normal course of business. During the year, the value of purchases 
from Ennstone companies was £1.3 million (2009: £2.8 million) and a balance of £0.5 million (2009: £0.2 million) was owed at the end of the year.

Company

Included within trade and other payables are amounts owed to 100% subsidiary undertakings of the Company of £22.9 million (2009: 
£33.3 million).

During the year ended 31 March 2010 there were transactions totalling £0.9 million between the Parent Company and its subsidiary undertakings 
(2009: £0.6 million). All of these transactions, and the year end reporting amounts arising from these transactions were conducted on an arms-
length basis and on normal commercial terms. In addition the Company received £4.5 million (2009: £4.6 million) net from its subsidiary 
undertakings from investments in short-term bank deposits.
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Useful information for shareholders

Shareholder enquiries

Shareholders who have questions relating to May Gurney’s business 
or wish to receive further copies of annual or interim reports should 
contact the Marketing Team on 01603 727272 or email 
investorrelations@maygurney.co.uk

If you have any queries about your shareholding please contact 
the Company’s registrar, Capita Registrars, at the address below.

Capita Registrars

Northern House 
Fenay Bridge 
Woodsome Park 
Huddersfield 
West Yorkshire 
HD8 0LA

Tel: 0871 664 0300 (calls cost 10p plus network extras; lines are 
open 8.30 am–5.30 pm, Mon–Fri), overseas +44 20 8639 3399. 
email: ssd@capitaregistrars.com

Share Portal 

Through the website of the registrar, Capita Registrars, shareholders 
are able to manage their shareholding online by registering for the 
Share Portal, a free, secure, online access to their shareholding. 
Facilities include the following:

Account enquiry
This allows shareholders to access their personal shareholding, 
including share transaction history, dividend payment history and 
to obtain an up-to-date shareholding valuation.

Amendment of standing data
This allows shareholders to change their registered postal address 
and add, change or delete dividend mandate instructions.

Shareholders can also download from this site forms such as change 
of address, stock transfer and dividend mandate forms as well as buy 
and sell shares in the Company.

Further details are available at www.capitashareportal.com or by 
contacting the Capita Share Portal helpline on 0871 664 0391 
(calls cost 10p plus network extras, lines are open 9.00 am–5.30 pm, 
Mon–Fri), overseas +44 20 8639 3367, or by email at  
shareportal@capita.co.uk

ShareGift

Shareholders may donate their shares to charity free of charge through 
ShareGift. Further details are available at www.sharegift.org.uk or by 
telephoning 020 7930 3737.

Share dealing

A quick and easy share dealing service is available for existing May 
Gurney shareholders to either sell or buy more May Gurney shares 
online or by telephone. Further details are available at www.capitadeal.
com or by telephoning 0871 664 0445 (calls cost 10p plus network 
extras; lines open 8.00 am–4.30 pm, Mon–Fri).

Warning to shareholders

Over the last few years many companies have become aware that their 
shareholders have received unsolicited phone calls or correspondence 
concerning investment matters. These are typically from overseas based 
‘brokers’ who target UK shareholders offering to sell them what often 
turn out to be worthless or high risk shares in US or UK investments. 
They can be very persistent and extremely persuasive and a 2006 
survey by the Financial Services Authority (FSA) has reported that 
the average amount lost by investors is around £20,000. 

It is not just the novice investor that has been duped in this way; 
many of the victims had been successfully investing for several years. 
Shareholders are advised to be very wary of any unsolicited advice, 
offers to buy shares at a discount or offers of free reports into 
the Company.

If you receive any unsolicited investment advice:

	Make sure you get the correct name of the person and organisation;33

	Check that they are properly authorised by the FSA before getting 33
involved. You can check at www.fsa.gov.uk;

The FSA also maintains on its website a list of unauthorised overseas 33
firms who are targeting, or have targeted, UK investors and any 
approach from such organisations should be reported to the FSA so 
that this list can be kept up to date and any other appropriate action 
can be considered. If you deal with an unauthorised firm, you would 
not be eligible to receive payment under the Financial Services 
Compensation Scheme. The FSA can be contacted by completing 
an online form at www.fsa.gov.uk

Inform Capita Registrar’s Compliance Department on 020 8639 2041 33
or email compliance@capitaregistrars.com

Details of all share dealing facilities that the company endorses are 
included in the Company’s annual reports. 

More detailed information on this or similar activity can be found on the 
FSA website at www.fsa.gov.uk

Financial calendar

Annual General Meeting
7 July 2010

Venue
Norwich City Football Club 
Carrow Road 
Norwich 
NR1 1JE

Final dividend payment
13 July 2010
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