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Capital Drilling Limited provides complete
drilling solutions to customers within the global
minerals industry including: directional, grade
control, production, resource development and
underground drilling services, together with
geo technical capabilities.
At Capital Drilling, our reputation is built on an
unwavering commitment to safety, delivering
professional drilling solutions - even in the
most remote and challenging environments and achieving operational efficiencies for our
customers.
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Our Business
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WE HAVE THE
CAPABILITY TO
DELIVER DRILLING
SERVICES FROM
EXPLORATION TO
PRODUCTION

Our Purpose
What We Do

How We Create value

We are a drilling services contractor providing a wide range of drilling

We have proven capability in deploying fit for purpose, well maintained

services and solutions to mining and exploration companies, from the

equipment and competent personnel to remote locations. We operate

exploration phase of the mining cycle through to production.

in challenging environments to the highest safety standards and are
trusted by our customers to deliver competitively priced, quality drilling
solutions at various stages of the mining cycle through our modern fleet.

Our Objectives

We have a flexible structure that enables us to respond rapidly and

Our objectives are to deliver safe, professional and reliable drilling
services and solutions to our customers, while providing solid long-term

efficiently to changes in market conditions. This is underpinned by a strict
capital discipline process, and a capable Executive Leadership Team.

returns to our investors.

Drilling Services
Our extensive fleet enables us to provide drilling services across all phases of the mining cycle, from greenfields
exploration to production, in both surface and underground mining operations.

Exploration
Drilling Services

Grade Control
Drilling Services

 Air core

 Advanced / Deep grade control

 Deep hole diamond

 Shallow grade control

 Diamond core

 Reverse circulation

 Directional

 Underground diamond drilling

 Reverse circulation

Other Services
 Downhole survey services *
 Core orientation services *
 Borehole management *
 Rig alignment *
 Remote mobile communications
infrastructure **

 Underground diamond drilling

 Safety and security monitoring cameras **
 Data management and reporting

Technical
Drilling Services

Blast Hole
Drilling Services

 De-watering

 Blast hole – all sizes

 Diamond core
 Directional
 Geo-technical

* Provided via WellForce International
** Provided by Cap-Sat Technology

 Pre-splits – all sizes
 Down the Hole (DTH)
 Rotary top hammer

 Paste holes
 Resource definition and extension
 Reverse circulation

8

9

www.capdrill.com

Capital Drilling annual report 2016

Serbia Since 2016

Egypt since 2005

Our
Business

Mali Since 2016
Mauritania since 2010
Ethiopia Since 2016

Kenya Since 2016
Tanzania since 2005

Global Operations

Botswana since 2015

Capital Drilling is one of the largest diversified drilling companies globally, with operations around
the world. We focus on emerging and developing markets, with operations across Africa, Asia

Chile since 2010

Pacific, Europe and Latin America.

Current Operations
Regional Offices
Registered Offices / Previous Operations

% Revenue by Mining Phase

92

*

Client Base

Total Drill
Rig Fleet

Capital Drilling operate an extensive modern rig fleet

FY15

ensuring a safe, efficient and reliable drilling service.

FY15
FY16

FY15

FY16

6%

8%

Development

17%

12%

Underground

0%

5%

77%

75%

Exploration

Production

10

FY16

*Rig Fleet at 31 December 2016

FY16
Diamond

35

Reverse Circulation

13

Multi Purpose

9
9

FY15

FY16

5%

11%

Deep Hole Diamond

Mid Tier

41%

54%

Production

Majors

54%

35%

Underground

Junior

FY16

22
4
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We focus on delivering
solutions
 Our solutions consider the financial
impact and broader operational
objectives of our clients, together with
achieving metres drilled

We provide a complete
range of drilling
services
 We have a large rig fleet enabling
a diverse range of drilling solutions
across all phases of the mining cycle

 Our fleet capacity provides flexibility to
react and adapt quickly to client needs

 We provide blast hole, directional, grade
control, resource development and
underground drilling services, together
with geo technical drilling capabilities

We have an unrivalled
commitment to safety

Our personnel are
capable, professional
and highly experienced

 We have a genuine commitment to
keeping our employees safe and focus
on continually reducing their exposure
to risk while performing their work
 We expect visible safety leadership
across all levels of our company and
operations - our excellent safety record
is evidence of our team’s commitment
to a safe workplace

We enjoy long-term
relationships with
clients
 We work with and have enjoyed long
term relationships with some of the
world’s largest mining companies
 Long-term production contracts
underpin revenue stability

We focus on emerging
markets
 We focus on emerging and developing
markets, with extensive experience in
Africa, Asia Pacific, Europe and Latin
America
 Since our company commenced
operations in 2005, we have grown to
become one of the largest diversified
drilling companies globally, with
operations around the world.

12
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Our Strengths
WE CONSIDER THE
FINANCIAL IMPACT
AND BROADER
OPERATIONAL
OBJECTIVES WHEN
FORMING PROJECT
SOLUTIONS

 We invest substantially in training
programs and professional
development for our employees,
ensuring they are skilled, confident and
competent in completing their role
 Our experienced teams use in-country
expertise and operational knowledge
to add value to all drilling operations

We maintain a young
rig fleet
 We operate one of the youngest fleets
in the industry, known for its quality and
reliability – regular upgrades ensure
reliability and mechanical availability are
maintained
 Our equipment is fitted with the latest
technologies to enhance efficiency,
safety and data collection

We are structured to
meet our customer’s
needs
 Our structure supports the very
different needs of clients when they
are completing exploration drilling
programs compared to operating
once production has commenced
 Our exploration teams mobilise quickly
providing flexible drilling solutions, while
our production teams provide long-term
services focused on delivering to the
mine plan

13

2016 Financial Summary
2016 REVENUE $93.3M

EBITDA $13.1M

Up $14.6M FROM FY15 $78.7M

UP $3.0M FROM FY15 $10.1M

200

40

25%

Revenue

35
150

20%

30
25

100

EBITDA

EBITDA %

15%

20
10%

15
50

10

5%

5
0

0%

0
FY12

FY13

FY14

FY15

FY16

FY12

FY13

FY14

FY15

FY16

CASH FLOW $9.9M (OPERATING) /
($1.7M) FREE

NPAT ($4.8M)
UP $5.4M FROM FY15 ($10.2M)

FINANCIAL
PERFORMANCE
REFLECTS
EXPENDITURE
ASSOCIATED WITH
INCREASING
EXPLORATION
ACTIVITY

DOWN $12.2m FROM FY15 $22.1M (OPERATING) / DOWN
$16.1M FROM FY15 $14.4M (FREE)
15

25

12

20

9

Free Cash Flow

NPAT

15

6
3

10

0

5

-3

0

-6

-5

-9

-10

-12
FY12

FY13

FY14

FY15

FY16

FY12

25

Free Cash Flow

FY13

FY14

FY15

FY16

10
5
0
-5
-10

NAV PER SHARE $0.50

GROSS DEBT $12.1M

DOWN $0.07 FROM FY15 $0.57

UP $7M FROM FY15 $5.1M

0.8

30
NAV per share

0.7

20
FY12

FY13

FY14

FY15

45%

RIG UTILISATION
FY15 34%

$177 000

Average Revenue per Operating
Rig FY15 $188 000
Revenue
FY15 $78.7 m

$93.3 m
$13.1 m

EBITDA
FY15 $10.1 M

($1.4 m)

EBIT
FY15 ($4.5) M

($4.8 m)

NPAT
FY15 ($10.2 M)

(3.6 c)

Earnings Per Share
Basic FY15 (7.6C)

50.0 C

NAV
FY15 57.0 C

(2.0%)

Return on Capital Employed
FY15 (4.6%)

(1.5%)

Return on Total
Assets FY15 (10.8%)

$0.6 m

Net Cash
FY15 NET cash $8.3 M

$9.9 M

Cash from operations
FY15 $22.1m

FY16

0.4

15

0.3

10

0.2
5

0.1

0

0.0
FY12

14

Average Fleet
Size FY15 97

Gross Debt

25

0.6
0.5

94

Cash Generated from Operations

20
15

Cash Generated from Operations

Key Statistics 2016
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FY13

FY14

FY15

FY16

FY12

FY13

FY14

FY15

FY16

($1.7 M)

Free Cash Flow FY15
$14.4 M
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Chairman’s Statement
Following a prolonged downturn in the commodities markets over the
previous five years, Capital Drilling entered 2016 in excellent financial
and operational health, having restructured its business, focusing on the
conversion of revenues to cash and strengthening its balance sheet. The
drilling services market reached its cyclical low point in Q1 2016 and we
substantially improved our order book during the year as conditions in our
key markets progressively improved. Confidence returned to equity markets
in the second quarter onwards, driven initially by increased capital raising
activity in specialty metal commodities. The base metals markets also
improved, with a broader rally following the impact of the United States
elections in late 2016.
The increase in capital markets activity

were subsequently renewed and extended as

and the appreciation of most metal prices

the year progressed. Additionally, tendering
activity among mid-tier mining groups for

drove an uplift in demand for exploration

(Serbia), all of which continue into the current year.

hole drilling services at Acacia Mining’s North Mara Gold Mine,

the highest swing in the Company’s history. Revenue increased

a number of years. Capital Drilling was

duration gold exploration contracts, which

the Sukari Gold Mine in Egypt, Capital Drilling commenced blast

of 34% in the month of January to 58% in the month of December,

that had been absent from the market for

initially being awarded a number of short

to the long-term contracts at the Geita Gold Mine in Tanzania and

Resolute Mining (Mali), Acacia Mining (Kenya) and Nevsun Resources
The impact of increased activity saw utilisation improve from a low

delineation contracts returned, a dynamic

and delineation drilling, with Capital Drilling

successful in being awarded multi-rig delineation contracts with

by 19% to $93.3 million for the full year, with H2 driving the uplift,

100%

Utilisation

increasing 24% over H1. The commencement of blast hole drilling
services at Acacia Mining’s North Mara Gold Mine in December
2015 provided an important contribution to this growth, along with a

80%

number of exploration and delineation contracts adding greater client
diversification to the portfolio.

60%

OPERATIONAL UPDATE
40%

The Group’s long-term production contracts, which contributed a
combined 75% of Group revenue in 2016, continue to provide a

20%

H1 11

H2 11

H1 12

H2 12

H1 13

H2 13

H1 14

H2 14

H1 15

H2 15

H1 16

H2 16

80
70
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50
40
30
20
10
H2 10

H1 11

Figure 2: Revenue ($M)
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H2 11

Group’s production fleet operating at full capacity, additional capital
expenditure was incurred to support the existing operations at
Sukari and North Mara. Three new rigs were acquired as part of the
Company’s fleet replacement policy, as the Group maintains its focus
on operating one of the youngest fleets in the drilling industry.
In response to the rapid improvement in market conditions for
exploration and delineation drilling through 2016, the Group
recommissioned 31 rigs and completed a further 4 rebuilds during
the year. In addition, Capital Drilling mobilised into four new countries
of operation, specifically Ethiopia, Kenya, Mali and Serbia. The
Group’s financial performance reflected additional expenditure
associated with establishing our infrastructure in these new markets,
increased rig activity and the purchase of three new diamond rigs
for Serbia. Mobilisation costs related to the commencement of
operations in new countries, including freight and custom duties,

Figure 1: Rig Utilisation (%)

0

stable revenue base and performed strongly during 2016. In addition

adding to our existing grade control drilling operations. With the

H1 12

H2 12

H1 13

H2 13

H1 14

H2 14 H1 15

H2 15

H1 16

H2 16

THE GROUP’S LONG
TERM PRODUCTION
CONTRACTS
CONTINUE TO
PROVIDE A STABLE
REVENUE BASE

impacted profitability and cash flow, particularly in H2 2016, though
this trend is expected to reverse as the assets generate free cash
flow during 2017 and beyond.
Capital Drilling’s activities traditionally lie within the exploration and
delineation drilling markets. Improving market conditions, together
with recent structural changes and the Company’s industry leading
capabilities and rig capacity, will improve speed to market and place
the Company in a strong position to leverage additional opportunities
presented by the ongoing cyclical upturn.
Despite higher capital expenditure and the costs associated with
refurbishing unutilised exploration rigs ahead of prospective new
contract awards, the balance sheet remains strong, with the Group
finishing 2016 with net cash of $0.6 million and cash at hand of
$12.7 million.
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In line with the Group’s solid financial and operating position the
Board of Directors have declared a final dividend for the 2016 period
of 1cps (US$1.35 million), payable on 19 May 2017. This represents a
decrease on the final 2015 dividend, primarily driven by the improving
market conditions which have contributed to higher capital expenditure
requirements and working capital outflows, both of which are

OUTLOOK
The cyclical recovery, which commenced last year, contributed to
an improving market for drilling companies and the mining services
sector more generally. Gold and base metal pricing remains strong,
and increased activity in the capital markets has continued into 2017.
Encouragingly, a number of the major mining companies have allocated

contributing to a stronger growth profile over 2017.

greater budget expenditure to exploration activity for this financial year
and the tendering market continues to improve.

POST PERIOD MANAGEMENT UPDATE
Following the resignation of Mark Parsons, Chief Executive Officer, in
February 2017, Capital Drilling has strengthened the structural changes
implemented during 2016 with Brian Rudd assuming responsibility
for the Company’s Exploration Division and Stuart Thomson now
responsible for the Production Division. This new structure will allow
Capital Drilling to meet the diverse needs of our existing clients and to
harness the fast developing new contract opportunities more effectively.
On behalf of the Board and myself, I would like to thank Mark for his
contribution during his tenure with our company. Under his leadership,
we have seen Capital Drilling perform strongly through some challenging
market conditions and the Company is well placed to capitalise on
growth opportunities presented by the improving market conditions.

The long-term production contracts held by the Company will continue to
provide a stable revenue base and underpin revenue guidance for 2017,
while the recent structural changes to our business, which better align our
capabilities with our client’s needs, are expected to benefit the Group as
conditions in the exploration and delineation market continue to recover.

OUR NEW STRUCTURE
WILL ENSURE WE CAN
MEET THE DIVERSE
NEEDS OF OUR CLIENTS
IN EXPLORATION AND
PRODUCTION

www.capdrill.com
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In addition to internally focused growth expenditure and returns to
shareholders, we have recently also announced a phased strategic
investment of US$3.8 million to earn a 50% interest in private laboratory
testing services company A2 Global Ventures Inc (trading as MS
Analytical). Together with A2 we see significant opportunities to realise
synergies and support our customers through the cross selling of
services and the sharing of infrastructure. Our investment will accelerate
a significant growth programme for A2 with new labs in our core African
market and other emerging markets.

SAFETY

I would like to take this opportunity to thank all of our employees,

Safety is the Group’s first priority and we expect visible safety
leadership at all levels of our business, from the Executive Leadership
Team to crews on site. We invest significantly in training programs to

business partners, shareholders, our Board of Directors and other
stakeholders for their continued support of our company.

ensure our workforce are skilled and competent, and can identify and
mitigate hazards in their workplace.
This strong safety culture has contributed to the Company achieving
several world class safety milestones, during 2016 including:
 Geita Gold Mine, Tanzania achieved 9 years LTI Free in April 2016;
 Mwanza Support facility, Tanzania achieved 8 years LTI Free in
January 2016; and
 Tasiast Gold Mine, Mauritania achieved 5 years LTI Free in February
2016.
3.0

Jamie Boyton
Executive Chairman
16 March 2017

AIFR

2.5
2.0
1.5
1.0
0.5
0.0

2010

2011

2012

2013

2014

2015

2016

Figure 3: All Injury Frequency Rate

The key tracking measure for safety, the All Injury Frequency Rate
(AIFR), saw an increase in 2016 due to two Lost Time Injury’s (LTI’s) in
Q4 2016, however, 2016 represents another solid safety performance
for the Group.
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Earnings before interest, tax, depreciation and amortisation (EBITDA),
amounted to $13.1 million delivering a gross margin of 14% (2015:

During 2016, revenues increased 19% to US$93.3m. This uplift in revenue was
due to Capital Drilling’s ability to respond quickly to new opportunities as a
result of its prudent cost management throughout the downturn together with
the full year revenue contribution by the North Mara production contract.
Capital Drilling has traditionally had a strong
exposure to gold exploration, which saw
a significant improvement during the year,
evidenced by increased capital and equity
raisings by junior mining companies, together
with expanded brownfield exploration
budgets.
In response to the improving market conditions,
capital expenditure increased during the year.
Six new rigs were purchased to maintain the
young rig fleet and increase the deep hole
directional drilling capability for new contracts in
Serbia, while upgrades were completed on an
additional 31 rigs and 4 rigs were rebuilt.
The increase in activity throughout the year
also impacted working capital requirements,
particularly costs associated with the

Revenue increased by 19% to $93.3 million
(2015: $78.7 million), with the North Mara
production contract, which commenced
in December 2015, delivering the greatest
contribution to the increase, while revenue from
exploration operations increased by 16%.
Rig utilisation for the year was 45% (2015:

balance for the year. It was supported by the
strong financial position that was consolidated
during subdued market conditions from 2011
to 2015 and will deliver long-term growth
benefits in the future.
Reported

weighted average number of ordinary shares used in the loss per

2015

Non-current assets

45.8

49.7

Current assets

54.8

45.7

100.6

95.4

$’m

5.2

Average revenue per operating rig (ARPOR)

Current liabilities

23.8

13.5

Total liabilities

33.8

18.7

Shareholders’ equity

66.8

76.7

Despite the increase in revenue, the Statement
of Comprehensive Income was negatively
affected by the following charges, as disclosed

 Prior period tax expenses amounting to
$1.2 million, including $848,613 relating
to the deemed interest tax for the period
2012 to 2015 – as disclosed in Note 7 to the
Annual Financial Statements. Associated
interest and penalties totalling $567,637 was

Table 2: Statement of Financial Position (Summary)

As at 31 December 2016, shareholders’ equity reduced by 13%.
The Group distributed a dividend of $5.4 million to the shareholders
and recorded a net loss after tax of $4.8 million, with $15.3 million

Non-current liabilities consisted of a revolving credit facility (“RCF”)
provided by Standard Bank (Mauritius) Limited. During the year, the
Group utilised an additional $7 million of the RCF primarily to finance
the increased capital spend of $4.9 million and the increase in working

million). The year-on-year increase for trade and other payables is
largely due to the acquisition of three drill rigs in December 2016 and
the settlement of part of the purchase price in 2017, in line with the
contractual terms. Tax liabilities increased by $2.1 million due to prior
period tax expenses as outlined above and disclosed in Note 7 and
Note 32 to the Notes of the Annual Financial Statements.
$22.1 million) with the operating cash margin significantly lower than
2015. The EBITDA result was $13.1 million (2015: $10.1 million).
After adjusting for non-cash charges to the Statement of Other
Comprehensive Income, operating cash flows before working capital
changes amounted to $14.9 million (2015: $16.8 million).
The increase in activity throughout the year significantly impacted
working capital requirements, particularly costs associated with
the Company’s entry into four new countries. Net Working capital
increased with $11.3 million, resulting in a net cash outflow of $2.5
million (2015: $8.8 million inflow).

non-cash related expenses contributing to the loss for the reporting
period. Despite the net loss for the year the Statement of Financial
Position remains strong.
The total rig fleet size at the end of 2016 was 92 drill rigs (2015: 94
drill rigs). Improved market conditions required an increase in capital
expenditure of $4.9 million, to $12.8 million (2015: $7.9 million). In
order to respond to new opportunities, 31 rigs were recommissioned
and 4 rig rebuilds were completed to ensure operational readiness.
Additionally, three replacement production drill rigs were acquired, one
for the North Mara production contract, while two were acquired for

2016

2015

Revenue ($’m)

93.3

78.7

EBITDA ($’m)

13.1

10.1

exploration drill rigs for contracts in Serbia.

EBITDA (%)

14.0

12.8

EBIT ($’m)

(1.4)

(4.5)

Overall property, plant and equipment reduced from $49.1 million

PBT ($’m)

(1.0)

(5.5)

depreciation charge of $14.5 million (2015: $14.6 million) and net book

NPAT ($’m)

(4.8)

(10.2)

value of assets disposed of $2.3 million being higher than total capital

Basic EPS (cent)

(3.6)

(7.6)

expenditure of $12.8 million.

Diluted EPS (cent)

(3.6)

(7.6)

Current assets increased to $54.8 million at 31 December 2016 (2015:

Table 1: Statement of Comprehensive Income (Summary)

million to $19.4 million in 2016. (2015: $17.6 million).

Net cash generated from operating activities was $9.9 million (2015:
10.0

the intermittent nature of exploration drilling.

$8.9 million and no change in debtor days. Inventory increased by $1.8

(2015: $12.2 million) and tax liabilities of $3.3 million (2015: $1.2

Non-current liabilities

reduced to $177,000 (2015: $188,000) due to

in current assets was impacted by the quarterly revenue increase of

Current liabilities consisted of trade and other payables, $18.4 million

2016

Total assets

that period, with the exception of Q4 2015 ($18.9 million). The increase

with all debt covenants throughout the year.

Reported

$’m

continuing to achieve quarterly revenue growth throughout most of

capital requirements of $11.3 million. The Group was fully compliant

34%) on an average fleet size of 94 (2015: 97).

 Non-cash loss on disposal of assets of
$1.3 million, including $1 million relating
to nine rigs decommissioned in 2016 - as
disclosed in Note 5 to the Annual Financial
Statements; and

expansion and resulted in a reduced net cash

The loss per share for the year was 3.6 cents (2015: 7.6 cents). The

Statement of Financial Position

operation.

readiness and increasing geographical

20

Statement of
Comprehensive Income

in the Annual Financial Statements:

growth strategy of maintaining fleet operational

million (2015: a loss of $10.2 million).

share calculation was 134,828,877 (2014: 134,603,264).

mobilisation of rigs into new countries of
This expenditure is aligned to the Company’s

$10.1 million or 12.8%), while the net loss for the year reduced to $4.8

revenue of $27.8 million was the highest in 24 months, with the Group

www.capdrill.com

Chief Financial
Officer’s Review

included under administrative expenses. Additionally, a $700,000
provision was raised for the ongoing tax dispute in Tanzania relating
to payroll tax for the financial periods 2009 to 2015. This amount
was also included under administrative expenses with additional
disclosure in Note 32 to the Annual Financial Statements.

the long-term Sukari production contract. The Group also increased
its deep hole directional drilling capability by acquiring three additional

in 2015 to $45.1 million in 2016. This was a result of the combined

$45.7 million). Trade receivables increased by $6.5 million, mainly due
to additional drilling activity in the last quarter of 2016. Fourth quarter
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Group’s strategy of maintaining fleet operational readiness, which is
expected to deliver long term growth benefits. Capital expenditure
increased from $7.9 million in 2015 to $12.8 million in 2016 as a

the increased cash outflows for capital spend and working capital
requirements.
The group reported a net cash position of $0.6 million at 31 December
2016. The reduced net cash is attributed to the higher working capital
and capital expenditure requirements.
Reported

2016

2015

Opening equity

76.7

91.0

0.3

0.1

Total comprehensive loss

(4.8)

(10.4)

Dividends paid

(5.4)

(4.0)

Closing equity

66.8

76.7

8.3

(0.4)

(0.1)

(0.4)

Decrease (Increase) in long term liabilities

(7.0)

10.0

Translation of foreign currency cash

(0.6)

(0.9)

0.6

8.3

$’m

$’m

Net cash (debt) at the beginning of the year

Net cash (debt) at the end of the year

$’m

Fluctuation in levels
of mining activity

The Group is highly dependent on the levels of mineral exploration,
development and production activity within the markets in which it operates.
A reduction in exploration, development and production activities, or in the
budgeted expenditure of mining and mineral exploration companies, will
cause a decline in the demand for drilling rigs and drilling services.

The Group is seeking to balance these risks by building a portfolio of
long term drilling contracts, expanding into new geographic areas and
implementing its Lean Operating Model.

Reliance on key
customers

The Group’s revenue is reliant on a small number of key customers. The
loss of a key customer, or a significant reduction in the demand for drilling
provided to a key customer will have a significant adverse effect on the
Group’s revenues.

The Group has entered into long term production contracts with its
key customers for periods between 2 to 5 years. Contract renewal
negotiations are initiated well in advance of expiry of contracts to ensure
contract renewals are concluded without interruption to drilling services.
The Group has and continues to monitor projects closely and invest
a significant amount of time into client relationship and service level
monitoring at all levels of the business. A key part of this process
is the quarterly project steering committee meetings with key client
stakeholders that provide a forum for monitoring and reporting on project
performance and key performance indicators (“KPI’s”), contractual issues,
pricing and renewal.

International Accounting Standards Board. The principal accounting
standards are set out in the Group’s financial statements.
The Financial Statements have been prepared on the historical cost

Key personnel and
staff retention

basis and are presented in US dollars, given the Group’s transactions
are primarily denominated in US dollars.

less any pre-agreed salvage value. The carrying value of fixed assets are
2016

2015

9.9

22.1

Net cash used in investing activities

(11.6)

(8.5)

Net cash used in financing activities

1.6

(14.0)

$’m

$’m

(0.1)

(0.4)

Opening cash and cash equivalents

13.4

14.7

Translation of foreign currency cash

(0.6)

(0.9)

Closing cash and cash equivalents

12.7

13.4

Table 4: Statement of Cash Flows (Summary)

Mitigation

with International Financial Reporting Standards as issued by the

The Group depreciates all fixed assets over their estimated useful lives,

equivalents

Description

The Financial Statements have been prepared in accordance

Statement of Cash Flows

Net (decrease) increase in cash and cash

Area

Critical Accounting Policies

Property, Plant and Equipment

Net cash from operating activities

The principal risks associated with the business are:

Table 5: Reconciliation of net cash (debt) position

Table 3: Statement of Change in Equity (Summary)

Reported
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2015

equivalents

Increased financing requirements of $7 million were utilised for

Share based payments

2016

Net (decrease) increase in cash and cash

result.

$’m

Reported

reviewed annually or more frequently if a triggering event occurs.

Operating risks

Principal Risks and Uncertainties
The Group operates in environments that pose various risks and
uncertainties. Aside from the generic risks that face all businesses, the
Group’s business, financial condition or results of operations could be
materially and adversely affected by any of the risks described below.

The Group’s ability to implement a strategy of pursuing expansion
opportunities is dependent on the efforts and abilities of its executive
Directors and senior managers. In addition, the Group’s operations
depend, in part, upon the continued services of certain key employees. If
the Group loses the services of any of its existing key personnel without
timely and suitable replacements, or is unable to attract and retain new
personnel with suitable experience as it grows, the Group’s business,
financial condition, results of operations and prospects may be materially
and adversely affected. In addition, business may be lost to competitors
which members of senior management may join after leaving their
positions with the Group.

The Group has expanded capabilities in the areas of business
development, supply chain, finance, training and health and safety and
continues to do so through the recruiting of senior managers in the
various fields, implementing comprehensive training programmes and
providing employees with international exposure in their fields.

Operations are subject to various risks associated with drilling including,
in the case of employees, personal injury, malaria and loss of life and, in
the Group’s case, damage and destruction to property and equipment
and interruption or suspension of drill site operations due to unsafe
drilling operations. The occurrence of any of these events could adversely
impact the Group’s business, financial condition, results of operations and
prospects, lead to legal proceedings and damage the Group’s reputation.
In particular, clients are placing an increasing focus on occupational health
and safety, and deterioration in the Group’s safety record may result in the
loss of key clients.

The Executive Leadership Team and managers provide leadership to
projects on the management of these risks and actively engage with
all levels of employees. The Group have implemented and continue to
monitor and update a range of health and safety policies and procedures,
including equipment standards and standard work procedures.
Employees are provided with training regarding risks associated with their
employment, policies and standard work procedures.

These risks should not be regarded as a complete and comprehensive
statement of all potential risks and uncertainties nor are they listed in
order of magnitude or probability. Additional risks and uncertainties

The Group has implemented remuneration policies that seeks to recruit
suitable talent and to remunerate talent at levels commensurate with
market levels.

All serious near misses or incidents are reported and fully investigated
and mitigating actions implemented.
Health and Safety statistics and incident reports are monitored throughout
our projects and the various management structures of the Group,
including the HSE committee. Where necessary policies and procedures
are updated to reflect developments and improvement needs.
The Group maintains adequate insurance policies to provide insurance
cover against operating risks.

that are not presently known to the Directors, or which they currently
deem immaterial, may also have an adverse effect on the Group’s
operating results, financial condition and prospects.

www.capdrill.com

The capital expenditure increase of $4.9 million was driven by the

Currency fluctuations

The Group receives the majority of its revenues in US dollars. However,
some of the Group’s costs are in other currencies in the jurisdictions
in which it operates. Foreign currency fluctuations and exchange
rate risks between the value of the US dollar and the value of other
currencies may increase the cost of the Group’s operations and could
adversely affect the financial results. As a result, the Group is exposed
to currency fluctuations and exchange rate risks.

To minimise the Group’s risk, the Group tries to match the currency of
operating costs with the currency of revenue. Funds are pooled centrally
in the Head Office bank accounts to the maximum extent possible. The
group have implemented procedures to allow for the repatriation of
funds to the Group’s Head Office bank accounts from jurisdictions where
exchange control regulations are in effect.

Political, economic
and legislative risk

The Group operates in a number of jurisdictions where the political,
economic and legal systems are less predictable than in countries with
more developed industrial structures. Significant changes in the political,
economic or legal landscape in such countries may have a material effect
on the Group’s operations in those countries. Potential impacts include
restrictions on the export of currency, expropriation of assets, imposition
of royalties or other taxes targeted at mining companies, and requirements
for local ownership. Political instability can also result in civil unrest,
industrial action and nullification of existing agreements, mining permits
or leases. Any of these may adversely affect the Group’s operations or
results of those operations.

The Group has invested in a number of countries thereby diversifying
exposure to any single jurisdiction.
The Group monitors political and regulatory developments in the
jurisdictions it operates in through a number of service providers and
advisors.
Senior management regularly reports to the Board on any political or
regulatory changes in the jurisdictions we operate in.
Where significant events occur, we work closely with our clients, advisors
and other stakeholders to address these events.
The Group has also increased their international tax capabilities, by the
appointment of an International Tax Manager to ensure and monitor
compliance with local legislation.
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The activities of the Group, together with the factors likely to affect its
future development, performance, the financial position of the Group,
its cash flows, liquidity position and borrowing facilities are described
in pages 16 to 90. In addition, we describe in Note 27 to the Annual
Financial Statements, the Group’s objectives, policies and processes for
managing its capital, its financial risk management objectives, details
of its financial instruments and its exposures to credit and liquidity risk.
The Directors have carried out a robust assessment of the principal
risks facing the Group, including those that would threaten its business
model, future performance, solvency or liquidity. These risks and the ways

Based on the results of this analysis, the Directors believe that the
Group is well placed to manage its business risks successfully as
the market conditions continue to improve. The Directors have a
reasonable expectation that the Group will be able to continue in
operation and meet its liabilities as they fall due over the three-year
period of their assessment.

Cautionary Statement
This Business Review, which comprises the Chairman’s Statement
and Chief Financial Officer’s Review, has been prepared solely
to provide additional information to shareholders to assess the

they are being managed and mitigated by a wide range of actions are

Group’s strategies and the potential for those strategies to succeed.

summarised on page 23.

The Business Review contains certain forward-looking statements.

Taking account of the Group’s position and principal risks, the

These statements are made by the Directors in good faith based on

Directors assessed the prospects of the Group by reviewing and
discussing the annual forecast, the three-year strategic plan and the
Group risk framework. Throughout the year the Directors review and
discuss the potential impact of each principal risk as well as the risk

www.capdrill.com

STRENGThENING
OF THE GOLD
EXPLORATION
MARKETS SAW
REVENUE INCREASE
19% IN 2016

Viability Statement

the information available to them up to the time of their approval of
this report and such statements should be treated with caution due
to the inherent uncertainties, including both economic and business
risk factors, underlying any such forward-looking information.

impact of any major events or transactions. A three-year period is
considered appropriate for this assessment because:
 It is the period covered by the strategic plan; and

By order of the Board

 It enables a high level of confidence, even in extreme adverse events,
due to a number of factors such as:
• the Group has considerable financial resources together with
established business relationships with major, mid-tier and junior
mining houses and suppliers in countries throughout the world;
• high cash generation by the Group’s operations;
• low level of gearing and availability of unutilised facilities with the
Group’s bankers;

Dewald van Tonder

• flexibility of cash outflows including capital expenditure and
dividend payments; and

16 March 2017

Chief Financial Officer

• the Group’s long term contracts, and equipment availability and
diverse geographic operations.
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Board of Directors

The Group’s Executive and
Non-Executive Directors bring
a broad range of business,
commercial and other relevant
experience to the Board.

JAMIE PHILLIP BOYTON

BRIAN RUDD

CRAIG Ian BURTON

TIMOTHY PHILIP READ

Executive Chairman

Executive Director

Non-Executive Director

Senior Independent Non-Executive Director

Jamie Boyton is Executive Chairman of

Brian Rudd is one of the founders of the

Craig Burton is the Non-Executive Director

Tim Read is the Senior Independent Non-

the Company and was appointed as a

Company and an Executive Director, with a

and was appointed in January 2009. He is an

Executive Director and was appointed in May

Director in January 2009. He is responsible

focus on business development and client

experienced and active investor in emerging

2010. He has some 48 years’ experience in the

for overseeing the Company’s strategic

relations. He was appointed as a Director

businesses, both publicly listed and private.

natural resources sector. Tim was President

and business development, which includes

in May 2005. As one of the founders of the

Over the last 25 years, he has co-founded

and CEO of Adastra Minerals Inc (TSX and

advising on capital markets requirements

Company, Brian has been instrumental in the

numerous projects and businesses, with

AIM) for 7 years, until its takeover by First

and growth opportunities. He was previously

successful establishment and development of

a focus on the resources, oil and gas, and

Quantum in 2006. Prior to this, Tim was global

an Executive Director and the Head of Asian

the Company since 2005. Brian has over 30

mining services sectors. Mr Burton is a

co-head of mining investment banking at

Equity Syndication and Corporate Broking of

years of experience in the mining industry in

Non-Executive Director of Cradle Resources

Merrill Lynch. He joined Merrill Lynch in 1995

Macquarie Securities Limited in Hong Kong,

both Australia and Africa. Before establishing

Limited and Atrum Coal Limited.

on its takeover of Smith New Court, where he

Prior to this, he was a Director of ABN AMRO

the Company, Brian was the operations

had acted latterly as a Director in the corporate

Asia (Hong Kong). Jamie has a Bachelor of

manager and subsequently, the General

finance department (from 1991) and previously

Commerce (Accounting and Finance) from the

Manager of Stanley Mining Services (Tanzania)

as head of mining stock-broking (from 1988).

University of Western Australia.

Ltd, a subsidiary of Layne Christensen Co., in

Tim is now a Non-Executive Director for two

East Africa.

other listed minerals companies namely Faroe
Petroleum plc (AIM) and Lydian International
(TSX). He had previously served on the
boards of Cumerio SA, Kopane Diamond
Developments plc (as Chairman), Nevoro Inc
(as Chairman) and Metminco (as Chairman).
He has a BA (Honours) in Economics and was,
until his retirement, a Fellow of the Chartered
Institute of Securities and Investment. Tim
is also a member of the Audit Committee
Institute.

ALEXANDER
JOHN DAVIDSON
Independent Non-Executive Director
Alex Davidson is an Independent NonExecutive Director and was appointed in
May 2010. He has over 40 years’ experience
in designing, implementing and managing
gold and base metal exploration and
acquisition programmes throughout the
world. Alex was Barrick Gold Corporation’s
Executive Vice President, Exploration and
Corporate Development with responsibility
for its international exploration programmes
and Barrick’s corporate development
activities. Prior to joining Barrick Gold, Alex
was Vice President, Exploration for Metall
Mining Corporation. In April 2005, Alex was
presented the 2005 A.O. Dufresne Award by
the Canadian Institute of Mining, Metallurgy
and Petroleum to recognize exceptional
achievement and distinguished contributions
to mining exploration in Canada. In 2003, he
was named the Prospector of the Year by
the Prospectors and Developers Association
of Canada. Alex is a Director of a number
of London and Toronto listed companies,
including Yamana Gold and US Silver and
Gold. He received his B.Sc. and his M.Sc. in
Economic Geology from McGill University.
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Consolidated and Separate Financial Statements
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28

29

Capital Drilling annual report 2016

the information necessary for shareholders to assess the Company and Group’s performance, business model and strategy.
By order of the Board
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Directors’ Responsibilities
Statement

In addition, the Directors as at the date of this report consider that the annual report taken as a whole is fair, balanced and understandable and provides

The Directors are responsible for preparing this Annual Report, Director’s Remuneration Report and the
Consolidated and Separate Financial Statements in accordance with applicable laws and regulations.
The Directors are required to prepare Consolidated and Separate Financial Statements for each financial year presenting fairly in all material respects
the Group’s state of affairs at the end of the year and profit or loss for the year, in accordance with International Financial Reporting Standards (IFRSs)
as issued by the International Accounting Standards Board. The Directors have also chosen to prepare the parent company Separate Financial

Jamie Boyton
Executive Chairman
16 March 2017

Statements under IFRSs. The Directors must not approve the accounts unless they are satisfied that they are presenting fairly in all material respects
the state of affairs of the Group and Company and of the profit or loss of the Group and Company for that period. In preparing these financial
statements International Accounting Standard “Presentational Financial Statements” require the Directors to:
 properly select and apply accounting policies;
 present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable information;
 provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users to understand the impact
of particular transactions, other events and conditions on the entity’s financial position and financial performance; and
 make an assessment of the Group and Company’s ability to continue as a going concern.
The Directors are responsible for keeping proper accounting records that are sufficient to show and explain the Group’s transactions and disclose with
reasonable accuracy at any time the financial position of the Group. They are also responsible for safeguarding the assets of the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.
The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the company’s website.

Directors’ responsibility statement
We confirm to the best of our knowledge:
 the Consolidated and Separate Financial Statements, prepared in accordance with IFRS, present fairly in all material respects, the assets, liabilities,
financial position and profit or loss of Capital Drilling Limited and the undertakings included in the consolidation taken as a whole; and
 the management report, which is incorporated into the Chairman’s Statement and the Chief Financial Officer’s Review, includes a fair review of the
development and performance of the business and the position of the Company and Group and the undertakings included in the consolidation
taken as a whole, together with a description of the principal risks and uncertainties that they face.

Going Concern
The activities of the Group, together with the factors likely to affect its future development, performance, the financial position of the Group, its cash
flows, liquidity position and borrowing facilities are described in the Chairman’s Statement and Chief Financial Officer’s Review on pages 16 to 25. In
addition, we describe in Note 27 to the Consolidated and Separate Financial Statement on 83 to 88 the Group’s objectives, policies and processes for
managing its capital; its financial risk management objectives; details of its financial instruments and its exposures to credit and liquidity risk. Although
not assessed over the same period as the going concern, the viability of the Group has been assessed on page 25. The Group has considerable financial
resources together with established business relationships with many customers and suppliers in countries throughout the world. As a consequence, the
Directors believe that the Group is well placed to manage its business risks successfully despite the current uncertain outlook. After making enquiries,
the Directors consider it appropriate to adopt the going concern basis of accounting in preparing this Annual Report and the Consolidated and Separate
Financial Statements.
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The Board comprises:

Capital Drilling recognises the value and importance of high standards of corporate governance and has put in
place a framework appropriate for a smaller quoted company to ensure that such standards are met. The Group
is subject to the UK Corporate Governance Code which was issued in September 2014 by the Financial Reporting
Council (the “Code’). The Group falls outside the FTSE 350 Share Index and is considered a “smaller quoted
company”.
This section of our annual report sets out how the Group has applied the Code in April 2016. The Code is available at www.frc.org.uk. Details of the
Group’s corporate governance policies and procedures (including the charters of each of its corporate governance committees) can be found on the
Group’s website at http://www.capdrill.com/investors/corporate-governance.

Statement of compliance with the Code

Executive Directors:

Non-Executive Directors:

Jamie Boyton – Chairman

Craig Burton – Non-Independent Director

Mark Parsons – Chief Executive Officer (since retired)

Tim Read – Senior Independent Director

Brian Rudd – Executive Director

Alex Davidson – Independent Director

www.capdrill.com

Corporate Governance
Statement

Board of Directors

The Executive and Non-Executive Directors are satisfied that the Group operates an effective Board which is collectively responsible for the success
of the Group. Together, the Executive and Non-Executive Directors bring a broad range of business, commercial and other relevant experience to the
Board, which is vital to the management of an expanding Group. Page 26 and 27 contains descriptions of the background of each Director.
The terms and conditions of appointment of the Non-Executive Directors are available for inspection at the Group’s registered office and will also be
available at the Annual General Meeting. Brief details of these terms and conditions are also set out in the Remuneration Committee Report.
The Board is satisfied that each of the Non-Executive Directors committed sufficient time during 2016 for the fulfilment of their duties as Directors of
the Group. None of the Non-Executive Directors have any conflict of interest which have not been disclosed to the Board.
The number of Board and Committee meetings eligible for attendance and attended by each of the Directors during the year was as follows:

The Code provides “a framework of legislation, regulation and best practice standards which aims to deliver high quality corporate governance
with in-built flexibility for companies to adapt their practices to take into account their particular circumstances.” It is the intention of Capital
Drilling to comply as closely as possible to the Code, and within the restrictions it has of being a smaller company, in order to facilitate the most

Board meetings

effective balance between entrepreneurial and prudent management with the ultimate strategy of delivering long term value to all of the Group’s
stakeholders.
During the year ended 31 December 2016, the Group has been in compliance with the Code except as explained below.
The Code recommends that at least half the Board, excluding the Chairman, should comprise Independent Non-Executive Directors. The Code
recommends that for smaller quoted companies the Board should have at least two Independent Non-Executive Directors. The Board considers
that Alex Davidson and Tim Read are independent, and so the Group satisfies the requirements of the Code for smaller quoted companies. The
Board does not consider Craig Burton to be independent because of his historic ties and his significant shareholding in the Group.
The Code also recommends that the Chairman of the Board should be independent. The Directors do not consider Jamie Boyton to be
independent because of his historic ties with the Group, his previous employment with the Group and his significant shareholding in the Group
and so the Group will not satisfy this requirement of the Code. However, in view of his knowledge of the Group and specific strategic role within
the Group, the Board considers it appropriate to maintain Jamie Boyton as Chairman. In addition, the Group appointed Tim Read as a Senior
Independent Director (as described below) to be available to address any queries or concerns from shareholders.
The Code also recommends that the Chairman of the Remuneration Committee and Nomination Committee should be independent. The Directors
do not consider Craig Burton to be independent because of his historic ties with the Group and his significant shareholding in the Group and so
the Group will not satisfy this requirement of the Code. However, in view of his experience and knowledge of the industry sector and the Company,
the Board considers it appropriate for Craig Burton to be a member and Chairman of the Remuneration Committee and Nomination Committee.
The Code also recommends that the Board should appoint one of its Independent Non-Executive Directors to be the Senior Independent Director.
The Senior Independent Director should be available to shareholders if they have concerns that contact through the normal channels of Chairman,
Chief Executive Officer or Chief Financial Officer has failed to resolve or for which such contact is inappropriate. The Group’s Senior Independent

1

Audit and Risk

Remuneration

Nomination

HSE Committee

Committee meetings

Committee meetings

Committee meetings

Number of meetings held 2016 YTD

5

5

1

1

3

Jamie Boyton

4

Invitee

Invitee

Invitee

–

Mark Parsons

5

Invitee

–

–

Invitee

Brian Rudd

5

–

–

–

3

Craig Burton

4

4

1

1

–

Tim Read

5

5

1

1

–

Alex Davidson

5

5

1

1

2

Graham Almond, the Executive General Manager - Operations Support, is a Non-Director member of the HSSE Committee. During 2016 he attended 3 meetings.

On appointment, and throughout their tenure, Directors receive appropriate training and regular presentations are made to the Board by senior
management and external advisors.
All Directors are authorised to obtain, at the Group’s expense and subject to the Chairman’s approval, independent legal or other professional advice
where they consider it necessary. All Directors have access to the Company Secretary, who oversees their ongoing training and development needs.

Election and re-election of Directors
The Company’s Bye-Laws contains detailed rules for the appointment and retirement of Directors. There is a formal procedure in place to select and
appoint new Directors to the Board. These Directors are required to retire at the next Annual General Meeting, but can offer themselves for re-election
by shareholders. All Directors are required to submit themselves for re-election at intervals not exceeding three years.

Director is Tim Read.

The Annual General Meeting also approved the reappointment of Alex Davidson and Tim Read who retired by rotation.

In accordance with the Code, the Group has established guidelines requiring specific matters to be subject to decision by a majority of the full

Brian Rudd will retire by rotation at the next Annual General Meeting and will have made himself available for re-election.

Board including material acquisitions and disposals, investments and capital projects.

meetings1

The Board annually evaluates the performance of individual Directors, the Board as a whole and its Committees. The evaluation comprises structured

The Code recommends that a UK Listed Group should establish an audit committee, a remuneration committee and a nomination committee. The

interviews led by the Chairman and the Senior Independent Director with the other Directors. The performance of the Executive and Non-Executive

Group has each of these committees, the terms of reference of which are described in further detail below. In view of the Group’s commitment to

Directors was appraised by the Chairman, taking into account the views of the other Directors. Led by the Senior Independent Director, the

health and safety and its desire to minimise the environment impact of the business, the Board has also established a Health, Safety, Social and

performance of the Chairman was assessed by the Non-Executive Directors, taking into account the views of the other Executive Directors.

Environmental Committee (“HSSE”).

Operation of the Board
The Board meets regularly and five meetings were held in 2016. All Directors are supplied, in advance of meetings, with appropriate information covering
matters which are to be considered. The Chairman also met with the Non-Executive Directors in the absence of the other Executive Directors.
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There is a formal schedule of decisions reserved for the Board. This includes approval of the following: the Group’s strategy; the annual operating

The Board is kept informed about shareholder relations and in particular the Senior Independent Director is kept informed of the views of major

plan and budget; the annual and interim financial statements; significant transactions; major capital expenditures; risk management policies; the

shareholders. This is done by a combination of reports to the Board on meetings held and feedback to the Board from the Group’s advisers. The

authority levels vested in management; Board appointments; and remuneration policies. As described below, the review of certain matters is

Group holds briefing meetings with analysts and institutional shareholders, usually following the half year and final results announcements, to ensure

delegated to Board Committees, which make recommendations to the Board in relation to those matters reserved for the Board as a whole.

that the investing community receives a balanced and complete view of the Group’s performance and the issues faced by the business.

Audit and Risk Committee
The make-up and workings of the Audit Committee are set out in the separate Audit Committee Report.

Remuneration Committee

The Group provides financial statements to all shareholders twice a year when its half year and full year results are announced and provides two
further Trading Updates post the completion of the first and third quarters of trading during the fiscal year. These results and all other stock exchange
announcement information are available on the Group’s website www.capdrill.com. Management presentations as well as other information relevant
to investors are also available on the website.
All shareholders are given at least 21 working days’ notice of the Annual General Meeting. It is standard practice for all Directors to attend the Annual

The make-up and workings of the Remuneration Committee, together with details of the Directors’ remuneration, interest in options, together

General Meeting to which all shareholders are invited and at which they may raise questions to the chairmen of the various committees or the Board

with information on service contracts, are set out in the Remuneration Committee Report. No Director is involved in the decision of his or her own

generally. The proxy votes for and against each resolution, as well as abstentions (which may be recorded on the proxy form accompanying the

remuneration.

notice of Annual General Meeting) are counted before the Annual General Meeting commences and are made available to shareholders at the close of

Nomination Committee
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the formal business of the meeting. The proxy votes are announced through the stock exchange and posted on the Company’s website shortly after
the close of the meeting.

The Nomination Committee comprises Craig Burton (Chairman), Tim Read and Alex Davidson.
The Code recommends that the majority of members of the Nomination Committee should be Independent Non-Executive Directors. Tim Read
and Alex Davidson are Independent Non-Executive Directors and therefore the Group complies with the Code for smaller quoted companies. The
Code also recommends that an Independent Non-Executive Director chairs the Nomination Committee. Craig Burton, who is not considered
independent, is Chairman of the Committee and so the Group does not meet the requirements of the Code in this respect. However, in view of
his experience and knowledge of the industry sector and the Group, the Board considers it appropriate for Craig Burton to be a member and
Chairman of the Nomination Committee.
The Nomination Committee deals with appointments to the Board, monitors potential conflicts of interest and reviews annually the independence of
the non-executive Directors. The Nomination Committee is also responsible for proposing candidates for appointment to the Board having regard to
the balance and structure of the Board.

Health, Safety, Social and Environment Committee
The Health, Safety, Social and Environment (the “HSSE Committee”) comprises of Alex Davidson (Chairman), Brian Rudd and Graham Almond (Executive
General Manager - Operations Support as a non-Director member). The HSSE Committee is responsible for formulating and recommending to the Board
a policy on health, safety, social and environmental issues related to the Group’s operations. In particular, the HSSE Committee focuses on compliance
with applicable standards to ensure that an effective system of health, safety, social and environmental standards, procedures and practices is in place at
each of the Group’s operations. The HSSE Committee is also responsible for reviewing management’s investigation of incidents or accidents that occur
and to assess whether policy improvements are required. While the HSSE Committee is expected to make recommendations, the ultimate responsibility
for establishing the Group’s health, safety, social and environmental policies remain with the Board.

Independence and controlling shareholders
Jamie Boyton, Craig Burton and Brian Rudd collectively hold 41.9% of the Company’s voting share capital. This collective shareholding has
decreased from 60.4% as itemised in the last Annual Report for the fiscal year 2015. Accordingly, in terms of the UK Listing Rules to which the
Company is subject, these Directors are together deemed to be a controlling shareholder. The Company has entered into an agreement with these
Directors to ensure that any dealings between them and the Company are conducted at arm’s length and on normal commercial terms. The terms of
this agreement have been complied with by both the company and by the controlling shareholder during the year to 31 December 2016.

Share dealing policy
The Company has a share dealing policy, which imposes dealing obligations at least as rigorous as those required by the Model Code of the London
Stock Exchange Listing Rules. The share dealing policy applies to the Directors, persons discharging managerial responsibilities (“PDMR”) identified
by the Board and other relevant insider employees of the Group, their respective connected persons and advisers deemed insiders to the Group. All
employees under the share dealing policy are restricted from dealing in the Company’s shares during close periods and/or if they are in possession of
inside information.

Shareholder relations
The Chairman, Chief Executive Officer and the Chief Financial Officer are the Group’s principal spokesmen with investors, analysts, fund managers,
the press and other interested parties. Access is available to the Senior Independent Director and other Non-Executive Directors if required.
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Remuneration
Committee Report

Objective and link to strategy

Operation

Maximum opportunity

Performance assessment

Due to the nature of the Groups
Operations and it being geographically
dispersed, the Group does not operate a
central pension plan, nor does it provide
any other fringe benefits to Executive
Directors.

Not Applicable

Not Applicable

Executive Directors participate in an
annual performance related Discretionary
Share Award Scheme. Under the 2016
Discretionary Share Award Scheme the
Committee may award annual grants of
Nil-Cost Options to executive Directors.
The performance period is one financial
year with pay-out determined by the
Committee following the year end.

On the grant of annual awards, the
Committee will determine the maximum
face value of the awards that can be
granted to a participant in any calendar
year.

Awards are granted subject to the overall
performance of the Group, satisfaction
of a mixture of financial and non-financial
performance targets, set annually and are
at the discretion of the Committee.

The maximum face value of the annual
awards that can be granted is 40% of
salary.

The vesting of awards will be subject to
continued employment with the Group
and generally over a period exceeding
1 year.

Executive Directors are required to
accumulate shareholding.

Executive Directors are required to hold
shares with a value equivalent to one
times base salary.

Not Applicable

Operation

Maximum opportunity

Performance assessment

Fee levels reflect market conditions and
are sufficient to attract individuals with
appropriate knowledge and experience.

Following a review of the Non-Executive
Directors fees, the Committee determined
that no increase was appropriate for the
year commencing 1 January 2016.

Fee increases will be determined in
accordance with the rationale set out
under Operation (see Column 2).

Other benefits
The company does not provide any other
fringe benefits or pensions to Executive
Directors

The report has been prepared by the Remuneration Committee (the ‘Committee’) and approved by the Board.
The Remuneration Committee comprises Craig Burton (Chairman), Tim Read and Alex Davidson. The profiles of the Committee members are
included on pages 26 and 27.
The Code recommends that the majority of members of the Remuneration Committee should be Independent Non-Executive Directors. Tim Read

Discretionary Bonus Scheme
Incentivises the achievement of a range
of short-term and long- term performance
targets that are key to the success of the
Company.

and Alex Davidson are Independent Non-Executive Directors and therefore the Group complies with the Code for smaller quoted companies. The
Code also recommends that an Independent Non-Executive Director chairs the Remuneration Committee. Craig Burton, who is not considered
Independent, is Chairman of the Committee and so the Group does not meet the requirements of the Code in this respect. However, in view of
his experience and knowledge of the industry sector and the Group, the Board considers it appropriate for Craig Burton to be a member and
Chairman of the Remuneration Committee.
The Remuneration Committee sets the remuneration packages for the Directors, including basic salary, bonuses, and other incentive
compensation payments and awards. It approves the policy and framework proposals made by the executive Directors in respect of the
remuneration for the executive leadership team of the Group. The remuneration Committee further approves all share and option grants under the
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There is no contractual obligation to issue
awards.

Shareholding Requirement
To align Executive Directors’ interests with
those of shareholders through build up
and retention of a personal shareholding.

Group’s Discretionary Bonus Scheme. The Remuneration Committee is assisted by the Company Secretary and takes advice as appropriate from
external advisors.
The remuneration policy and report on the Directors’ remuneration are set out below.

At the discretion of the Committee, new
Executive Directors, may be awarded with
options in the Company to allow them to
accumulate the required shareholding.
Options granted in this will count towards
the requirement.

Remuneration policy
The Group’s policy on Directors’ remuneration has been set with the objective of attracting, motivating and retaining high calibre Directors, in a manner
that is consistent with best practice and aligned with the interests of the Group’s shareholders.
The policy on Directors’ remuneration is that the overall remuneration package should be sufficiently competitive to attract and retain individuals of a

Non-Executive Directors:
Objective and link to strategy

quality capable of achieving the Group’s objectives. Remuneration policy is designed such that individuals are remunerated on a basis that is appropriate

Fees

to their position, experience and value to the Company.

Core element of remuneration, set at a
level sufficient to attract individuals with
appropriate knowledge and experience.

The main components of the remuneration policy for the year ending 31 December 2016 and how they are linked to and support the Company’s
business strategy are summarised below:

Fees are reviewed annually with changes
effective from 1 January each year.

Executive Directors:
Objective and link to strategy

Operation

Maximum opportunity

Performance assessment

Salary packages for Executive Directors
are based on their service agreements
entered into with the Company.

Following a review of the Executive
Directors salary levels, the Committee
determined that no increase was
appropriate for the year commencing
1 January 2016. Amendments to base
salaries for Executive Directors were
made to reflect changes in their roles
and responsibilities during 2016 and the
continued industry wide downturn.

Salary increases will be determined in
accordance with the rationale set out
under Operation (see Column 2).

Base salary
Core element of remuneration, set at a
level which is sufficiently competitive
to recruit and retain individuals of the
appropriate calibre and experience.

Salaries are normally reviewed annually
and any changes are effective from 1
January each year.
When determining salaries for the
Executives the Committee takes into
consideration:
•

Company’s performance;

•

the performance of the individual
Executive Director;

•

the individual Executive Director’s
experience and responsibilities; and

•

pay and conditions throughout the
Company.

Salaries may be paid in different
currencies as appropriate to reflect their
geographic location.
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In reviewing the salaries of the Executive
Directors, the Committee has also taken
account of the employment conditions
and salary increases awarded to
employees throughout the Company,
which were held constant year on year,
with some increases based on individual
promotion or performance.

Service contracts
The Executive Directors’ employment service contracts have no specified term. They are, however, subject to the three-year rotation rule and are
presented to the members for re-election as Directors every three years at the Annual General Meeting. No Director has a service contract containing
more than a six months’ notice period or with pre-determined compensation provisions upon termination exceeding six months’ salary and benefits. It is
the Company’s policy that, except where prescribed by law, there should be no automatic entitlement to bonuses in the event of an early termination.
Non-executive Directors have entered into letters of appointment with the Group, for an initial three year period, thereafter renewable on the agreement
of both the Company and the non-executive Director. Non-executive Directors are also subject to the three-year rotation rule and are presented to the
members for re-election as Directors every three years at the Annual General Meeting.

External appointments
The Company recognises the proposition that Executive Directors could become fee earning Non-Executive Directors of other companies and that such
appointment can broaden their knowledge and experience to the benefit of the Company. Mr Jamie Boyton holds Directorships of Sahar Minerals Ltd,
BPM Capital Limited (previously known as BPM Commodities Limited) and SAAC International Pte Ltd. None of the other current Executive Directors
held non-executive Directorships for which they were remunerated.

The Committee will determine any salary
increases in future years.
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Directors’ share interests
Directors’ share interests at 31 December 2016 are set out below:

In setting the remuneration policy for Directors, the pay and conditions of other Group employees are taken into account. The Committee is provided
with data on the remuneration structure for senior members of staff below the Executive Director level and uses this information to ensure consistency of

Unvested options

without performance

Number of beneficially

approach throughout the Group. The Group has not formally consulted with employees when drawing up the Directors’ remuneration policy. However,

measures

owned shares1

the Group considers any informal feedback received from employees.

Vested options

Total Interest held at 31

Total Interest held at 31

28,991,131

December 2015

December 2014

Executive

Consideration of shareholder views

Jamie Boyton

20,850,182

-

450,000

21,300,182

The Committee takes the views of the Shareholders very seriously and these views have been influential in shaping remuneration policy and practice.

Mark Parsons

-

2,000,000

1,000,000

3,000,000

-

Brian Rudd

14,909,905

-

450,000

15,359,905

20,859,677

20,795,394

-

-

20,795,394

28,466,129

Shareholder views are considered when evaluating and setting ongoing remuneration strategy and the Committee commits to consulting with
Shareholders prior to any significant changes to its remuneration policy.
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Consideration of employment conditions elsewhere in the Company in developing
policy

Non-Executive:
Craig Burton

Annual report on remuneration of Executive Directors
1

This section of the remuneration report contains details of how the Company’s remuneration policy for Executive Directors was implemented during
the financial year ending on 31 December 2016. The remuneration of Executive Directors showing the breakdown between elements and comparative

Share Options

figures is shown below:
Salary

Salary

Bonus

$’000

$’000

$’000

Jamie Boyton

200

230

-

Mark Parsons

400

400

33

2016

Brian Rudd

2015

330

Beneficially owned shares include shares held directly or indirectly by connected persons

At 31 December 2016, the share options that had been awarded to each Director were as follows:

2015

333

At 1 January
Jamie Boyton1

-

At 31

December
2016

Exercise price

Vesting date

Expiry date

-

150,000

£0.80

1/1/2012

31/12/2020

-

150,000

£0.80

1/1/2013

31/12/2020

-

-

150,000

£0.80

1/1/2014

31/12/2020

2016

Granted

Lapsed

Exercised

150,000

-

-

150,000

-

-

150,000

-

As disclosed in the previous year Annual Report, the Committee approved a bonus to Mark Parsons of $100,000 in relation to the 2015 financial
year, settled in shares. This bonus equated to 227,687 shares at a share price of 30.5 pence on 31 March 2015. The vesting conditions are subject to

-

1,000,000

1,000,000

-

-

$0.66

12/3/2016

Resignation

continuous employment with the Group up to date of vesting, one third vesting on 31 March 2015 and remaining two-thirds vesting on 31 March 2016 &

-

1,000,000

1,000,000

-

-

$0.66

12/3/2017

Resignation

2017 in equal amounts. 75,896 shares vested 31 March 2015, the remaining two-thirds will not vest due to Mark Parsons’s resignation as disclosed in the

-

1,000,000

1,000,000

-

-

$0.66

12/3/2018

Resignation

150,000

-

-

-

150,000

£0.80

1/1/2012

31/12/2020

150,000

-

-

-

150,000

£0.80

1/1/2013

31/12/2020

150,000

£0.80

1/1/2014

31/12/2020

Mark Parsons2

Chairman’s report as well as Note 33 to the Annual Financials Statements.

Brian Rudd1

Annual report on remuneration of Non-Executive Directors

150,000

The Group’s remuneration policy for Non-Executive Directors is based around the following key principles:
 to attract and retain high calibre non-executives with the necessary experience and skills; and
 to provide fees which take account of the time commitment and responsibilities of the role.

-

1

Awarded in December 2010 under the previous 2010 Discretionary Share Option Plan

2

Awarded as part of employment agreement, based on continuous employment

-

In March 2015, 3,000,0000 share options based on continuous employment, convertible into ordinary shares were issued to Mark Parsons. Mark Parsons

The non-executives are paid a basic fee. No compensation is payable on termination, other than accrued fees and expenses.

did not exercise these options before date of resignation, therefore the 3,000,000 share options has lapsed.

Non-Executive Directors are appointed initially until the first AGM of the Company following appointment when they are required to stand for re-election
and, subject to their re-election, thereafter for three years before standing again for re-election.
The Non-Executive Directors entered into letters of appointment with the Company for an initial period of three years commencing, thereafter renewable
on the agreement of both the Company and the Director. The annual fees of the non-executive Directors were as follows:

Notice Period

-

Other than stated above, no other share based payments had been awarded to Executive or Non-Executive Directors.

Approval
This report was approved by the Board of Directors on 16 March 2017 and signed on its behalf by:

Fees

Fees

$

$

2016

2015

Craig Burton

3 months

72,000

72,000

Timothy Read

3 months

81,000

81,000

Alex Davidson

3 months

72,000

72,000

Craig Burton
Remuneration Committee Chairman
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Audit and Risk
Committee Report

Deloitte and Touche (South Africa) (“Deloitte”) were appointed as auditors to the Group in 2007 following a tender review. To ensure independence,

The report has been prepared by the Audit and Risk Committee (the ‘Committee’) and approved by the Board.

Deloitte rotate the audit partner. The current audit partner is in his second year of the audit.

The Committee comprises Tim Read (Chairman), Alex Davidson and Craig Burton. The profiles of the Committee members are included on pages 26
and 27. Tim Read is deemed to be a member with recent and relevant financial experience.

Summary of the role of the Audit and Risk Committee
The Committee acknowledges and embraces its role of protecting the interests of shareholders in relation to the published financial information by the
Group and the effectiveness of the audit thereof. The Committee also plays a key role in ensuring that the report and accounts are fair, balanced and
understandable and contain sufficient information on the Group’s performance, business model and strategy.
The Committee is governed by the Audit and Risk Committee Charter, which are agreed and approved by the Board of Directors, and include the
following responsibilities:
 consideration of the appointment, re-appointment or removal of the external auditor;
 the negotiation of the audit fee;
 agreeing the nature and scope of the Group’s annual financial audit;
 monitoring the integrity of the financial statements;
 considering and reporting on any significant issues in relation to the financial statements;
 reviewing the cost effectiveness of the audit and the independence and objectivity of the external auditor;

The effectiveness of the external audit process is largely dependent on appropriate audit risk identification at the commencement of the audit
process. Deloitte prepared a detailed audit plan, identifying key risks which in 2016 included, revenue recognition, management override of controls,
asset impairment, inventory existence and valuation and taxation. As detailed above, these risks were reviewed during the year and the Committee
has challenged both management’s assumptions and estimates and the tests undertaken by the auditors. We assess the effectiveness of the audit
process in addressing these matters semi-annually. In addition, we also seek feedback from management on the effectiveness of the audit process.
For the 2016 financial year, management was satisfied that there had been appropriate focus and challenge on the primary areas of audit risk and
assessed the quality of the audit process to be good. The Committee concurred with the view of management.
Following a review of Deloitte’s performance, the Committee has recommended to the Board of Directors that they be reappointed as auditors to the
Group in a resolution to be put to shareholders at the forthcoming Annual General Meeting.
Private meetings were held with the external auditor semi-annually to provide an opportunity for open dialogue and feedback from the Committee
and the auditor without management being present. Matters typically discussed include the auditor’s assessment of business risks and management
activity thereon, the transparency of interactions with management, and confirmation that there has been no restriction in scope placed on them by
management. Informal meetings are also held from time to time between the Chairman of the Committee and the external audit partner.

Non-audit services
The Committee has established a policy for the supply of non-audit services by the external auditor to ensure that such services do not impair the
auditor’s independence or objectivity. The policy identifies services that the auditor may provide, services that are excluded in normal circumstances,

 reviewing the half-year and annual financial statements, and any audited accounts, before submission to the Board, and confirming to the Board
of Directors their opinion that the report and accounts are fair, balanced and understandable and contain sufficient information on the Group’s
performance, business model and strategy;

sets limits to expenditure for non-audit services and establishes a reporting and review process by the Committee.

 discussing with the Group’s auditors any issues and reservations arising from the interim review and year-end audit;

categories of services have been identified that the auditor can provide.

 reviewing, on behalf of the Board, the Group’s system of internal control and making recommendations to the Board;

As far as categories of services which it is acceptable for an auditor to provide, the governing principles are: the auditor cannot audit its own work,
the auditor cannot perform management functions and the auditor cannot act as an advocate for the Group. Based upon these principles, specific

 reviewing the requirement for an internal audit; and

Risk management and internal controls

 reviewing the Group’s whistle-blowing procedures.

The Board is ultimately responsible for establishing and maintaining the system of internal controls which has been in place throughout 2016. The

Significant issues related to the financial statements

are designed to manage rather than eliminate risk as an element of risk is inherent in the activities of a drilling company. The Board’s obligation is

The significant issues that were considered by the Audit and Risk Committee in 2016 in relation to the financial statements and how these were
addressed were as follows:
Going concern and working capital: The Group operates in an uncertain environment and maintaining sufficient cash headroom for the business
is essential. The Group has a strict budgetary discipline and working capital and cash flow forecasting tools which enable management to closely
monitor the Group’s working capital and cash forecasts. The working capital and cash forecasts are examined on an ongoing basis by the Committee
and Board, and always when contemplating capital expenditure, to enable the Board to report that the Group remains a going concern.
Taxation: The Group operates in multiple jurisdictions with complex legal, tax and regulatory requirements. In certain of these jurisdictions, the Group
has taken income tax positions that management believes are supportable and are intended to withstand challenge by tax authorities. Some of
these positions are inherently uncertain and include those relating to transfer pricing matters and the interpretation of income tax laws. Management
periodically reassesses its tax positions and present these assessments updates to the Committee for consideration and approval. In particular, the
Committee assessed the positions concerning the Zambia and Tanzania claims as disclosed in Notes 7 and 32 to the Annual Financial Statements.
The Audit and Risk Committee is satisfied with management’s estimates and assumptions. The Audit and Risk Committee takes cognisance of the
views and experience of the external advisors but accepts that responsibility for such matters lies with management and, ultimately, the Board.
Asset impairment and inventory valuation: The Group reviews the carrying amounts of its assets and inventory annually. At 31 December 2016, no
impairment indicator existed, as the Group’s share price exceeded the net asset value of the Group. Even though an impairment indicator did not
exist at 31 December 2016, management performed a detailed analysis in terms of IAS 36, Impairment of Assets and IAS 2, Inventories to assess the
carrying amounts of the Group’s assets and inventories. The Audit and Risk Committee is satisfied with management’s estimates and assumptions.
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External audit
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system of internal controls is vital in managing the risks that face the Group and safeguarding shareholders’ interests. The Group’s internal controls
to be aware of the risks facing the Group, mitigate them where possible, insure against them where appropriate and manage the residual risk in
accordance with the stated objectives of the Group. In pursuing these objectives, internal controls can only provide reasonable and not absolute
assurance against material mis-statement or loss.
The effectiveness of the Group’s system of internal control is periodically reviewed by the Committee. The Committee’s assessment includes a review of
the major financial and non-financial risks to the business and the corresponding internal controls. Where weaknesses or opportunities for improvement
are identified, clear action plans are put in place and implementation is monitored by Senior Management and the Executive Directors. The Committee
reported to the Board that following such review, it considered the internal controls in respect of the key risks that face the Group to be appropriate.
The following describes the principal elements of the Group’s internal control system and processes employed to review the effectiveness of such system:
Strategic plan: The Board sets the strategic direction for the Group which is then implemented by the Executive Directors and Senior Management
which make up the Executive Leadership Team. Goals are set at the commencement of each year by the Executive Leadership Team and monitored
thereafter by the Board.
Management structure: A formal schedule of matters is reserved for consideration and approval by the Board including all major decisions of financial,
technical or organisational importance. The Group’s internal control procedures require Board approval for all new projects and all major expenditure
requires the approval of the Chief Executive Officer. The Executive Leadership Team meets regularly to discuss day-to-day operational matters.
Risk management: The Board is responsible for identifying the major business risks that face the Group and for determining appropriate risk
mitigation in accordance with the Group’s risk management policy which covers environmental, operational, financial and legal risks.
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is conducted to facilitate the integration with Group operational and financial policies.

Independent
Auditor’s Report

In addition, there are clear lines of responsibilities for key risk areas such as acquisitions, capital expenditure, compliance, information technology

To the Shareholders of Capital Drilling Limited

Liquidity and budgetary risk: Each year the Board approves the Group’s business plan and budget and variance analysis is undertaken regularly
throughout the year and reported to the Board which approves any material variation to the budget. Short-term and long-term cash flow forecasts
are produced and reported to senior management and the Board on a regular basis. The capital structure and financing facilities are reported by
senior management to the Board on a regular basis to allow the Board to analyse the availability of funding.
In instances where the Group is setting up operations in a new country or a new region, appropriate personnel are deployed or recruited and training

and operations. These lines of responsibilities are continuously monitored by the executive Directors and to ensure that the Group’s strategic risk
management principles are met.

Internal Audit
The Group did not have a formal internal audit function for the year under review. As part of the annual review of Internal Controls, the Audit and Risk
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Opinion
We have audited the Consolidated and Separate Financial Statements (“the financial statements”) of Capital Drilling Limited (“the Company”) and
its subsidiaries (“the Group”) set out on pages 47 to 90, which comprise the Consolidated and Separate Statements of Financial Position as at 31
December 2016, and the Consolidated and Separate Statements of Comprehensive Income, the Consolidated and Separate Statements of Changes

Committee has concluded the Group should have a formal internal audit function for the coming year.

in Equity and the Consolidated and Separate Statements of Cash Flows for the year then ended, and the Notes to the Consolidated and Separate

Approval

In our opinion, the Consolidated and Separate Financial Statements present fairly, in all material respects, the Consolidated and Separate Financial

This report was approved by the Board of Directors on 16 March 2017 and signed on its behalf by:

Position of the Group and the Company as at 31 December 2016, and its Consolidated and Separate Financial Performance and Consolidated and

Financial Statements, including a summary of significant accounting policies.

Separate Cash Flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs) as issued by the International
Accounting Standards Board (IASB).

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements section of our report. We are
independent of the Group in accordance with the South African Independent Regulatory Board for Auditors Code of Professional Conduct for
Tim Read
Audit and Risk Committee Chairman

Registered Auditors (IRBA Code) and other independence requirements applicable to performing audits of financial statements in South Africa. We
have fulfilled our other ethical responsibilities in accordance with the IRBA Code and in accordance with other ethical requirements applicable to
performing audits in South Africa. The IRBA Code is consistent with the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (Parts A and B). We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Going concern and the Directors’ assessment of the principal risks that would
threaten the solvency or liquidity of the Group
As required by the Listing Rules of the London Stock Exchange we have reviewed the Directors’ statement regarding the appropriateness of the going
concern basis of accounting contained within the Directors’ Responsibilities statement on pages 30-31 and the Directors’ Statement on the longer
term viability of the Group contained within the Chief Financial Officer’s report on page 20.
We have nothing material to add or draw attention to in relation to:
 the Directors’ confirmation on page 30 that they have carried out a robust assessment of the principal risks facing the Group, including those that
would threaten its business model, future performance, solvency or liquidity;
 the disclosures on page 23 that describe those risks and explain how they are being managed or mitigated;
 the Directors’ statement in Note 3 to the Consolidated and Separate Financial Statements about whether they considered it appropriate to adopt
the going concern basis of accounting in preparing them and their identification of any material uncertainties to the Group’s and Company’s ability
to continue to do so over a period of at least 12 months from the date of approval of the Consolidated and Separate Financial Statements; and
 the Director’s explanation on page 25 as to how they have assessed the prospects of the Group, over what period they have done so and why they
consider that period to be appropriate, and their statement as to whether they have a reasonable expectation that the Group and Company will be
able to continue in operation and meet its liabilities as they fall due over the period of their assessment, including any related disclosures drawing
attention to any necessary qualifications or assumptions.
We agreed with the Directors’ adoption of the going concern basis of accounting and we did not identify any such material uncertainties. However,
because not all future events or conditions can be predicted, this statement is not a guarantee as to the Group’s and the Company’s ability to
continue as a going concern.
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Key Audit Matters

Other Information

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the Consolidated and Separate

The Directors are responsible for the other information. The other information comprises the Corporate Governance Statement and Remuneration

Financial Statements of the current period. These matters were addressed in the context of our audit of the Consolidated and Separate Financial

Committee Report, which we obtained prior to the date of this Auditor’s Report and the Annual Report, which is expected to be made available to us

Statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

after that date. The other information does not include the Consolidated and Separate Financial Statements and our Auditor’s report thereon.

Key Audit Matter

How the matter was addressed in the audit

Impairment of property, plant and equipment
As disclosed in Note 10 to the Consolidated and Separate Financial Statements, the
Group reviews the carrying amounts of property plant and equipment on an annual
basis for any indicators of impairment. The Groups’ total market capitalization is
currently greater than its consolidated net asset value. However the share price is
susceptible to sharp fluctuations and as a result, this may trigger a lower share price
which will result in an impairment indicator. Significant judgement is required by the
Directors in assessing the impairment of property, plant and equipment, which is
determined with reference to the value in use, based on the cash flow forecast for the
Group and Company. Accordingly, for the purposes of our audit, we identified the
impairment of property, plant and equipment as representing a Key audit matter.
The assumptions with the most significant impact on the cash flow forecast were:
 The identification of a single cash generating unit.
 The cash flow forecast which is based on the budgeted revenues and the Directors’
expectations of level of operations rather than observable market data.

 The discount rate, which is based on the weighted average cost of capital. The
calculation of the weighted average cost of capital is highly complex.

In evaluating the impairment of property, plant and equipment, we reviewed the value
in use calculations prepared by the Directors, with a particular focus on the discount
rate, valuation model and cash flows. We performed various procedures, including the
following:
 Assessing the appropriateness of the Group’s identification of a single cash
generating unit.

 Testing of inputs into the cash flow forecast against historical performance and in
comparison to the approved budget in respect of the cash generating unit.

 Involving our valuation specialists to assess the valuation model and weighted
average cost of capital (discount rate) used by the Directors. The specialist’s

procedures included evaluating the Group’s and the Company’s current funding
rates, funding structures and risk profile against relevant market data.
 Recomputation of the value in use of the cash generating unit.
 Performing sensitivity analyses on the discount rate and cash flows to evaluate

the extent of impact on the value in use and the appropriateness of the Directors’
disclosures.

The discount rate and cash flows used in the calculation of the value in use were
appropriate. We considered the asset impairment disclosures to be appropriate.

Significant judgement is required to determine the amounts which should be
recognised for tax purposes. Furthermore, the Group is subject to periodic challenges
by local tax authorities on a range of tax matters during the normal course of business,
including indirect taxes and transfer pricing. Judgement thus includes consideration of
regulation by various tax authorities and other tax positions. Where there is uncertainty,
the Directors record provision for tax based on the most probable outcome. The
Directors’ disclosures with regards to the uncertainties are contained in Note 32 to the
Consolidated and Separate Financial Statements, whilst the current tax disclosures are
contained in Note 7 to the Consolidated and Separate Financial Statements.

 We involved tax specialists to consider the reasonableness of key assumptions on
taxation matters.

 We engaged with a Zambian Tax specialist to consider the appropriateness of key

assumptions and to assess the adequacy of associated provisions and disclosures
in the financial statements.

 We examined correspondence between the Tanzania external tax advisor and the
authorities to satisfy ourselves that management have applied their judgement
reasonably.

obtained in the audit, or otherwise appears to be materially mis-stated.
If, based on the work we have performed on the other information that we obtained prior to the date of this Auditor’s Report, we conclude that there is
a material mis-statement of this other information, we are required to report that fact. We have nothing to report in this regard.

Matters on which we are required to report by exception
 Corporate Governance Statement
Under the Listing Rules of the London Stock Exchange we are also required to review part of the Corporate Governance Statement relating to the
company’s compliance with certain provisions of the UK Corporate Governance Code. We have nothing to report arising from our review.

Responsibilities of the Directors for the Consolidated and Separate Financial
Statements
The Directors are responsible for the preparation and fair presentation of the Consolidated and Separate Financial Statements in accordance with
IFRSs as issued by the IASB, and for such internal control as the Directors determine is necessary to enable the preparation of Consolidated and
Separate Financial Statements that are free from material mis-statement, whether due to fraud or error.
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
Directors either intend to liquidate the Group and the Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial
Statements
Our objectives are to obtain reasonable assurance about whether the Consolidated and Separate Financial Statements as a whole are free from
material mis-statement, whether due to fraud or error, and to issue an Auditor’s Report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material mis-statement when it exists.

 We evaluated the judgments made for contingency disclosures in the Consolidated

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism throughout the audit. We also:

Revenue Recognition
We evaluated the revenue recognition policies by performing the following procedures:
 We assessed the design and implementation of internal controls over revenue
recognition.

 We involved techincal specialists to assess the accounting policies and the

practices relating to revenue recognition associated with the drilling contracts.

 We performed testing on journal entries to test for any management override of
controls related to revenue recognition.

 Specific procedures were performed to test the occurence, accuracy, completeness
and cut-off of revenue recognised, by testing underlying documentation such

as revenue contracts, drilling schedules, supporting documentation evidencing

acceptance of service and reconciling end of month reports to general ledgers.
 We further evaluated the estimates at year end.
We concluded the revenue recognition policies to be appropriate.
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so, consider whether the other information is materially inconsistent with the Consolidated and Separate Financial Statements or our knowledge

Mis-statements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to

earnings and unrecognised deferred tax assets.

Overall, we found the disclosures relating to the current and deferred tax balances and
uncertain tax positions to be appropriate.

The accounting policies for revenue recognition are set out in Note 3 to the
Consolidated and Separate Financial Statements. The different revenue streams are
disclosed in Note 4 to the Consolidated and Separate Financial Statements.

In connection with our audit of the Consolidated and Separate Financial Statements, our responsibility is to read the other information and, in doing

 We evaluated the disclosures made for the deferred taxation on undistributed

and Separate Financial Statements.

Revenue of the Group amounted to $93,340 million for the year ended 31 December
2016. The determination of revenue is subject to an estimate of the drilling depth
based on drilling reports. The estimates at year-end are based on activity for the
relevant period. The Group enters into a variety of revenue contracts in multiple
geographical locations and therefore the timing and treatment of revenue recognition is
considered complex. Therefore this is considered a key audit matter.

assurance conclusion thereon.

In preparing the Consolidated and Separate Financial Statements, the Directors are responsible for assessing the Group’s and Company’s ability to

Taxation (Consolidated)
The Group has operations in a number of geographical locations and as such is
subject to multiple tax jurisdictions with ambiguous tax laws. This gives rise to
complexity in accounting for the Group’s taxation.

Our opinion on the Consolidated and Separate Financial Statements does not cover the other information and we do not express any form of
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influence the economic decisions of users taken on the basis of these Consolidated and Separate Financial Statements.

 Identify and assess the risks of material mis-statement of the Consolidated and Separate Financial Statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material mis-statement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Group’s and Company’s internal control.
 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the
Directors.
 Conclude on the appropriateness of the Directors’ use of the going concern basis of accounting and based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s and Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the Consolidated and Separate Financial Statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Group and the Company to cease to continue as a going concern.
 Evaluate the overall presentation, structure and content of the Consolidated and Separate Financial Statements, including the disclosures, and
whether the Consolidated Financial Statements represent the underlying transactions and events in a manner that achieves fair presentation.
 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to express an

45

Capital Drilling annual report 2016

We communicate with the Audit and Risk Committee regarding, among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide the Audit and Risk Committee with a statement that we have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
From the matters communicated with the Audit and Risk Committee, we determine those matters that were of most significance in the audit of the
Consolidated and Separate Financial Statements of the current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that

Consolidated and
Separate Statements of
Comprehensive Income
For the year ended 31 December 2016

a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the

CONSOLIDATED

public interest benefits of such communication.
Note

Revenue

4

Cost of sales
Gross profit (loss)

Deloitte & Touche

www.capdrill.com

opinion on the Consolidated Financial Statements. We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

Other income

2016

COMPANY

2015

$

2016

$

2015

$

$

93,340,025

78,667,853

2,608,663

2,627,235

(67,032,132)

(56,297,375)

(10,268,639)

(6,587,840)

26,307,893

22,370,478

(7,659,976)

(3,960,605)

5

-

-

11,459,881

59,614,362

Registered Auditor

Administration expenses

(13,265,824)

(12,282,756)

(17,846,751)

(32,173,519)

Per: Haroon Loonat

Depreciation

5

(14,492,161)

(14,576,086)

(2,294,541)

(3,388,971)

(Loss) profit from operations

5

(1,450,092)

(4,488,364)

(16,341,387)

20,091,267

(57,290)

(43,512)

-

-

94,169

51,730

-

-

Partner
16 March 2017

Share of losses from associate
Interest income

National Executive: *LL Bam Chief Executive Officer *TMM Jordan Deputy Chief Executive Officer *MJ Jarvis Chief Operating Officer

Finance charges

(772,793)

(849,392)

-

-

*GM Pinnock Audit *N Sing Risk Advisory *NB Kader Tax TP Pillay Consulting S Gwala BPaaS *K Black Clients & Industries

Realised gain (loss) on available-for-sale shares

797,315

(213,959)

-

-

*JK Mazzocco Talent & Transformation *MJ Comber Reputation & Risk *TJ Brown Chairman of the Board

Fair value adjustment on financial assets through profit and
loss - Share Options

405,893

-

-

-

A full list of partners and Directors is available on request

*Partner and Registered Auditor

B-BBEE rating: Level 2 contribution in terms of the DTI Generic Scorecard as per the amended Codes of Good Practice
Associate of Deloitte Africa, a Member of Deloitte Touche Tohmatsu Limited

6

(Loss) profit before tax
Taxation

7

(Loss) profit for the year

(982,798)

(5,543,497)

(16,341,387)

20,091,267

(3,865,483)

(4,624,017)

-

-

(4,848,281)

(10,167,514)

(16,341,387)

20,091,267

35,665

(138,749)

-

-

(38,454)

(35,665)

-

-

Other comprehensive (loss) income :

Deloitte & Touche

Buildings 1 & 2

Riverwalk Office Park

Registered Auditors

Deloitte Place

Block B

Exchange differences on translation of foreign operations

Audit – Gauteng

The Woodlands

41 Matroosberg Road

Woodlands Drive

Ashlea Gardens X6

Share of exchange differences on translation of foreign
operations from associate

Woodmead Sandton

Pretoria, 0081

Net (loss) gain on revaluation of available for sale investments

Private Bag X6

PO Box 11007

Cumulative (gain) loss reclassified to profit and loss

Gallo Manor 2052

Hatfield 0028

South Africa

South Africa

Total other comprehensive (loss) income for the year

Docex 10

Docex 6

Johannesburg

Pretoria

Tel: +27 (0)11 806 5000

Tel: +27 (0)12 482 0000

Fax: +27 (0)11 806 5111

Fax: +27 (0)12 460 3633

www.deloitte.com
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Other comprehensive (loss) income to be reclassified to profit
or loss in subsequent periods

Total comprehensive (loss) income for the year

877,785

(257,509)

-

-

(797,315)

213,959

-

-

77,681

(217,964)

-

-

(4,770,600)

(10,385,478)

(16,341,387)

20,091,267

Loss per share:
Basic (cents per share)

8

(3.6)

(7.6)

Diluted (cents per share)

8

(3.6)

(7.6)
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Consolidated and
Separate Statements of
Financial Position

Consolidated and
Separate Statements of
Changes in Equity

As at 31 December 2016

For the year ended 31 December 2016
CONSOLIDATED
Note

2016

COMPANY
2015

$

2016

$

Equity settled
2015

$

$

Note

ASSETS

Non-current assets
Property, plant and equipment

10

45,129,741

49,114,031

6,171,533

10,243,719

Investment in subsidiaries

11

-

-

1,071,485

1,071,483

Share capital
$

employee

Investments

reserve

reserve

beneﬁts

Share

premium

$

$

Foreign

currency

revaluation

translation

Retained

$

$

$

earnings

reserve

Total
$

CONSOLIDATED
Balance at 31 December 2014

13,459

21,561,190

205,146

-

138,749

69,089,299

91,007,843

Investment in associate

12

467,933

528,011

-

-

Issue of shares

1

5,666

(5,667)

-

-

-

-

Deferred tax assets

13

205,706

59,842

-

-

Recognition of share-based payments

-

-

82,596

-

-

-

82,596

45,803,380

49,701,884

7,243,018

11,315,202

Total non-current assets
Current assets
Inventory

14

19,361,181

Trade and other receivables

15

Prepaid expenses and other assets
Investments

16

17,576,970

73,929

374,353

15,591,138

9,044,527

3,877,185

-

5,240,278

4,686,905

956,934

1,007,581

1,316,243

222,032

-

27,088,257

Affiliate accounts receivable

17

-

-

17,978,875

Taxation

24

549,435

771,551

-

-

Cash and cash equivalents

18

12,728,555

13,369,091

1,274,354

1,443,037

54,786,830

45,671,076

24,161,277

29,913,228

100,590,210

95,372,960

31,404,295

41,228,430

Total current assets
Total assets

Total comprehensive loss for the year

-

-

-

(43,550)

(174,414)

(10,167,514)

(10,385,478)

Loss for the year

-

-

-

-

-

(10,167,514)

(10,167,514)

Other comprehensive loss for the year, net of tax

-

-

-

(43,550)

(174,414)

-

(217,964)

Dividends paid

-

-

-

-

-

(4,038,111)

(4,038,111)

13,460

21,566,856

282,075

(43,550)

(35,665)

54,883,674

76,666,850

30

130,614

(130,644)

-

-

-

-

Recognition of share-based payments

-

-

290,452

-

-

-

290,452

Balance at 31 December 2015
Issue of shares

Total comprehensive loss for the year

-

-

-

80,470

(2,789)

(4,848,281)

(4,770,600)

Loss for the year

-

-

-

-

-

(4,848,281)

(4,848,281)

Other comprehensive income for the year, net of tax

-

-

-

80,470

(2,789)

-

77,681

Dividends paid
Balance at 31 December 2016

9

-

-

-

-

-

(5,396,157)

(5,396,157)

13,490

21,697,470

441,883

36,920

(38,454)

44,639,236

66,790,545

EQUITY AND LIABILITIES

Equity settled

Equity
Share capital

19

13,490

13,460

13,490

13,460

Share premium

19

21,697,470

21,566,856

21,697,470

21,566,856

Equity-settled employee benefits reserve

20

441,883

282,075

441,883

282,075

36,920

(43,550)

-

-

(38,454)

(35,665)

-

-

Retained earnings (accumulated loss)

44,639,236

54,883,674

(51,804,549)

(30,067,005)

Total equity (shareholders’ deficit)

66,790,545

76,666,850

(29,651,706)

(8,204,614)

Investments revaluation reserve
Foreign currency translation reserve

Non-current liabilities

Note

Balance at 31 December 2014

205,146

(46,120,161)

(24,340,366)

5,666

(5,667)

-

-

Recognition of share-based payments

-

-

82,596

-

82,596

Total comprehensive income for the year

-

-

-

20,091,267

20,091,267

(4,038,111)

(4,038,111)

5,000,000

-

-

Dividends paid

-

201,389

-

-

Balance at 31 December 2015

10,000,000

5,201,389

-

-

Issue of shares

22

18,364,357

12,176,822

1,287,455

482,795

-

-

59,768,546

48,950,249

Taxation

24

3,340,183

1,231,898

-

-

Current portion of long-term liabilities

21

Total current liabilities
Total equity and liabilities

2,095,125

96,001

-

-

23,799,665

13,504,721

61,056,001

49,433,044

100,590,210

95,372,960

31,404,295

41,228,430

Total
$

$

21,561,190

10,000,000

23

loss

$

$

1

21

Trade and other payables

Accumulated

reserve

13,459

13

Affiliate accounts payable

$

beneﬁts

premium

Issue of shares

Long-term liabilities

Current liabilities

Share capital

employee

Share

COMPANY

Deferred tax liabilities
Total non-current liabilities

48
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9
13,460

21,566,856

282,075

(30,067,005)

(8,204,614)

30

130,614

(130,644)

-

-

Recognition of share-based payments

-

-

290,452

-

290,452

Total loss for the year

-

-

-

(16,341,387)

(16,341,387)

-

-

-

(5,396,157)

(5,396,157)

13,490

21,697,470

441,883

(51,804,549)

(29,651,706)

Dividends paid
Balance at 31 December 2016

9
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Consolidated and
Separate Statements of
Cash Flows

Notes to the Consolidated
and Separate Annual
Financial Statements

For the year ended 31 December 2016

For the year ended 31 December 2016
CONSOLIDATED

Note

2016
$

1. General Information				

COMPANY

2015

2016

$

2015

$

Capital Drilling Limited (the “Company”) is incorporated in Bermuda. The Company and its subsidiaries (the “Group”) provide drilling services including

$

but not limited to exploration, development, grade control and blast hole drilling services to mineral exploration and mining companies located in
emerging and developed markets. The Group also provides survey and information technology services for mining and mining exploration companies.

Operating activities:
Cash generated from (used in) operations

25

Dividends received
Interest received
Finance charges paid
Taxation paid

24

Net cash generated from operating activities

12,442,477

25,565,086

(5,412,923)

(54,546,522)

-

-

11,459,881

59,614,362

94,169

51,730

-

-

(773,669)

(852,617)

-

-

(1,882,335)

(2,675,133)

-

-

9,880,642

22,089,066

6,046,958

5,067,840

10

Purchase of investments
Investment in associate

12

Proceeds from disposal of property, plant and equipment
Investment in subsidiary
Net cash used in investing activities

21

9

Net cash used in ﬁnancing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Translation of foreign currency cash and cash equivalent adjustment
Cash and cash equivalents at the end of the year

2. Adoption of new and revised standards
2.1 Standards adopted with no effect on the Consolidated and Separate Financial Statements			
The following new and revised standards and interpretations issued by the International Accounting Standards Board have been adopted in these
these financial statements but may affect the accounting for future transactions or arrangements.					

(7,926,295)

(918,038)

(621,788)

189,467

(290,101)

-

-

-

(607,188)

-

-

1,011,583

344,296

98,556

-

 IFRS 10 (Revised 2014) Amendments Consolidated Financial Statements
 IFRS 11 (Revised 2014) Joint Arrangements

-

-

(2)

-

(11,571,034)

(8,479,288)

(819,484)

(621,788)

 IFRS 5 (Revised 2014) Non-current Assets Held for Sale and Discontinued Operations
 IFRS 7 (as amended by IFRS 9) Financial Instruments: Disclosures

 IFRS 12 (Revised 2013) Disclosure of Interests in Other Parties		
 IFRS 14 Regulatory Deferral Accounts					

Long-term liabilities repaid
Dividend paid

and Serbia. The Group’s administrative office is located in Mauritius.

(12,772,084)

Financing activities:
Long-term liabilities received

During the year ended 31 December 2016, the Group provided drilling services in Botswana, Chile, Egypt, Ethiopia, Mauritania, Mali, Kenya, Tanzania

Consolidated and Separate Financial Statements in the current year. Their adoption has not had any significant impact on the amounts reported in

Investing activities:
Purchase of property, plant and equipment

www.capdrill.com
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 IAS 1 (Revised 2014) Presentation of Financial Statements						

14,000,000

 IAS 16 (Revised 2013) Property, Plant and Equipment

(7,000,000)

(10,000,000)

-

-

(5,396,157)

(4,038,111)

(5,396,157)

(4,038,111)

 IAS 19 (Revised 2013) Employee Benefits

1,603,843

(14,038,111)

(5,396,157)

(4,038,111)

 IAS 27 (Revised 2014) Separate Financial Statements

(86,549)

(428,333)

(168,683)

407,941

13,369,091

14,743,976

1,443,037

1,035,585

(553,987)

(946,552)

-

(489)

12,728,555

13,369,091

1,274,354

1,443,037

 IAS 34 (Revised 2014) Interim Financial Reporting
 IAS 38 (Revised 2014) Intangible Assets				

2.2 Standards in issue not yet adopted										
At the date of authorisation of these Consolidated and Separate Financial Statements, other than the standards adopted above, the following new
and revised standards and interpretations were issued by the International Accounting Standards Board but were not yet effective:
 IFRS 2 Share Based Payments2					
 IFRS 12 (Revised 2013) Disclosure of Interests in Other Parties 1						
 IFRS 15 Revenue from Contracts with Customers 2				
 IFRS 16 Leases3										
 IAS 7 Statement of Cash Flows1										
 IAS 12 Income Taxes1											
 IAS 28 (Revised 2014) Investment in Associates and Joint Ventures2				

50
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1

Effective for annual periods beginning on or after 1 January 2017

2

Effective for annual periods beginning on or after 1 January 2018

3

Effective for annual periods beginning on or after 1 January 2019

The Directors anticipate that all the above standards will be adopted in the Consolidated and Separate Financial Statements in the future financial

measurement date, regardless of whether that price is directly observable or estimated using another valuation technique. In estimating the fair value
of an asset or liability, the Group takes into account the characteristics of the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes in these financial
statements is determined on such a basis, except for share-based payment transactions that are in the scope of IFRS 2, leasing transactions which
are within the scope of IAS 17 and measurements that have some similarities to fair value but are not fair value, such as net realisable value in IAS 2

periods as they become effective.

or value in use in IAS 36.

IFRS 15 Revenue from Contracts with Customers

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the degree to which the inputs to

The core principle of IFRS 15 is that an entity should recognise revenue to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Specifically, the Standard

the fair value measurements are observable and the significance of the inputs to the fair value measurement in its entirety, which are described as
follows:				

introduces a 5-step approach to revenue recognition:

 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the measurement date;

 Step 1: Identify the contract(s) with a customer

 Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or liability, either directly or indirectly; and

 Step 2: Identify the performance obligations in the contract

 Level 3 inputs are unobservable inputs for the asset or liability.				

 Step 3: Determine the transaction price

The principal accounting policies adopted are set out below.			

 Step 4: Allocate the transaction price to the performance obligations in the contract
 Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation
Under IFRS 15, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e. when ‘control’ of the goods or services underlying
the particular performance obligation is transferred to the customer.
The group has three revenue streams:
 Drilling revenue relates to drilling services revenue where the terms of the contract with customers requires the Group to drill a specified number
of meters at a specified drilling rate. Under IFRS 15 it has been concluded that the Group has an enforceable right to payment for performance
completed to date. The application of IFRS 15 would be no different than the current revenue recognition policy under IAS 18.

Basis of consolidation				
The Consolidated and Separate Financial Statements incorporate the financial statements of the Company and entities (including structured entities)
controlled by the Company (its subsidiaries). Control is achieved where the Company has the power over the investee, is exposed, or has rights to
variable returns from its involvement with the investee and has the ability to use its power to affect its returns.
The Company reassesses whether or not it controls an investee if facts and circumstance indicate that there are changes to one or more of the three
elements of control listed above.				
Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when the Company loses control of the

 Rental equipment relates to leasing of down hole surveying equipment which are within the scope of IAS 17 and consequently out of the scope of
IFRS 15. Revenue from these contracts will be separately identified from revenue in the scope of IFRS 15

subsidiary. Specifically, income and expenses of subsidiaries acquired or disposed of during the year are included in the Consolidated Statement of

 Information technology revenue - further work is still required in 2017 to determine the impact of IFRS 15 on this stream, this revenue stream is
however not material to the Group.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with those used by the Group.

Based on the work done to date, management assess that IFRS 15 will not have a significant impact on future revenue recognition.

in full on consolidation.

IFRS 9 financial statements
Management’s preliminary assessment is that the impact of IFRS 9 would not be material given the nature of the Group’s financial instruments held
and/or issued. Further work is required to be performed to determine the impact of the change from the incurred loss model to the expected loss

Comprehensive Income from the date the Company gains control and up to the date when the Company ceases to control the subsidiary.

All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of the Group are eliminated

Business combinations				
The acquisition of subsidiaries is accounted for using the acquisition method. The consideration transferred in a business combination is measured

model for impairment.

fair value, which is calculated as the sum of the acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group

3. Summary of significant accounting policies

are generally recognised in profit or loss as incurred. At the acquisition date, the identifiable assets and liabilities assumed are recognised at their fair

Statement of compliance							
The Consolidated and Separate Financial Statements have been prepared in accordance with International Financial Reporting Standards issued
by the International Accounting Standards Board and are presented in United States Dollars since that is the currency in which the majority of the
Group’s transactions are denominated. Where additional information has been presented in the current year Consolidated and Separate Financial
Statements, the prior year amounts have been re-presented to be consistent with the presentation in the current year.

to the former owners of the acquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-related costs
value except for deferred tax assets or liabilities that are recognised and measured in accordance with IAS 12 Income Taxes, assets and liabilities
related to employee benefit arrangements that are recognised and measured in accordance with IAS 19 Employee Benefits, liabilities or equity
instruments related to share-based payment arrangements of the acquiree or share-based payments arrangements of the Group entered into to
replace share-based payment arrangements of the acquiree that are recognised and measured in accordance with IFRS 2 Share-Based Payments
and assets or disposal groups that are classified as held-for-sale in accordance with IFRS 5 Non-Current Assets Held-for-Sale and Discontinued
Operations that are recognised and measured at fair value less costs to sell.

Going concern							

Investments in associates

The Directors have, at the time of approving the Consolidated and Separate Financial Statements, a reasonable expectation that the Group and

An associate is an entity over which the Group has significant influence. Significant influence is the power to participate in the financial and operating

Company have adequate resources to continue in operational existence for the foreseeable future. Thus they continue to adopt the going concern
basis of accounting in preparing the Consolidated and Separate Financial Statements. 			

Basis of preparation		
The Consolidated and Separate Financial Statements have been prepared on the historical cost basis except for financial instruments which are
measured at fair value.				
Historical cost is generally based on the fair value of the consideration given in exchange for the assets.
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Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
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 IAS 39 (Revised 2013) Financial Instruments: Recognition and Measurement 2						

policy decisions of the investee but is not control or joint control over those policies.
The results and assets and liabilities of associates are incorporated in these Consolidated and Separate Financial Statements using the equity
method of accounting, except when the investment, or a portion thereof, is classified as held-for-sale, in which case it is accounted for in accordance
with IFRS 5. Under the equity method, an investment in associate is initially recognised in the statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of the profit or loss and the other comprehensive income or loss of the associate. When the Group’s share
of losses of an associate exceeds the Group’s interest in that associate, the group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred legal or constructive obligations or made payments on behalf of the associate.
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of the investment in an associate, any excess of the cost of the investment over the Group’s share of the net fair value of the identifiable assets and
liabilities of the investee is recognised as goodwill, which is included within the carrying amount of the investment. Any excess of the Group’s share of
the net fair value of the identifiable assets and liabilities over the cost of the investment, after reassessment, is recognised immediately in profit or loss
in the period in which the investment is acquired.
The requirements of IAS 39 are applied to determine whether it is necessary to recognised any impairment loss with respect to the Group’s
investment in an associate. When necessary, the entire carrying amount of the investments, including goodwill, is tested for impairment in accordance
with IAS 36 Impairment of Assets as a single asset by comparing its recoverable amount with its carrying amount. Any impairment loss recognised
forms part of the carrying amount of the investment. Any reversal of that impairment loss is recognised in accordance with IAS 36 to the extent that
the recoverable amount of the investment subsequently increases.
The Group discontinues the use of the equity method from the date when the investment ceases to be an associate, or when the investment is
classified as held-for-sale. The difference between the carrying amount of the associate at the date the equity method was discontinued and the fair
value of any retained interest and any proceeds from disposing of a part interest in the associate is included in the determination of the gain or loss
on disposal of the associate. In addition, the Group accounts for all amounts previously recognised in other comprehensive income in relation to
that associate on the same basis as would be required if that associate had directly disposed of the related assets or liabilities. Therefore, if a gain or

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined on the weighted average cost basis. Redundant and slow
moving inventory are identified and written down to their net realisable value. Net realisable value represents the estimated selling price less all
estimated costs of completion and costs necessary to make the sale.

Cash and cash equivalents
For the purpose of the Statement of Cashflows, cash and cash equivalents comprise cash on hand and deposits held on call with banks net of bank
overdrafts.					

Provisions 		
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event and it is probable that this
will result in an outflow of economic benefits that can be reliably estimated. The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value

loss previously recognised in other comprehensive income by that associate would be reclassified to profit or loss on the disposal of the assets or

of those cash flows when the effect of the time value of money is material.

liabilities, the group reclassifies the gain or loss from equity to profit or loss as a reclassification adjustment when the equity method is discontinued.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a receivable is recognised

When a group entity transacts with an associate of the Group, profits and losses resulting from the transactions with the associate are recognised in

as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable can be measured reliably.

the Group’s Consolidated and Separate Financial Statements only to the extent of interest in the associate that are not related to the Group.

Property, plant and equipment

Financial instruments
Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions of the instrument.

Property, plant and equipment are stated at historical cost less accumulated depreciation and accumulated impairment losses. Depreciation is
recognised in profit or loss so as to write-off the cost of assets, less their residual values, over their expected useful lives using the straight-line basis,
on the following basis:
Drilling rigs

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the

5 - 12 years

Associated drilling equipment

2 - 7 years

Vehicles and trucks

4 - 7 years

Camp and associated equipment

3 - 5 years

The estimated useful lives, residual values and depreciation method are reviewed at each reporting date, with the effect of any changes in estimate

acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets			
Financial assets are classified into the following specific categories:
 financial assets at fair value through profit or loss (FVTPL);

accounted for on a prospective basis.							

 held to maturity investments;

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to arise from the

 available-for-sale financial assets (AFS); and

continued use of the asset. The gain or loss arising on disposal or retirement of an item of property, plant and equipment is determined as the

 loans and receivables.

difference between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

Impairment of tangible assets									
At each reporting date, the Group and Company review the carrying amounts of its tangible assets to determine whether there is any indication that
those assets may be impaired. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). When it is not possible to estimate the recoverable amount for an individual asset, the recoverable amount is determined for
the cash-generating unit to which the asset belongs.		
The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the time frame established by regulation or convention in the market place.		
Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest income over the relevant
period. The effective interest rate is the rate that exactly discounts estimated future cash receipts (including all fees on points paid or received that
form an integral part of the effective interest rate, transaction costs and other premiums or discounts) through the expected life of the financial asset,
or, where appropriate, a shorter period. Income is recognised on an effective interest basis for debt instruments other than those financial assets

specific to the asset for which the estimates of future cash flows have not been adjusted.

classified as FVTPL.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset

Financial assets at fair value through profit and loss

(cash-generating unit) is reduced to its recoverable amount. Impairment losses are recognised as an expense immediately.

A financial asset is classified as held-for-trading if it has been acquired principally for the purpose of selling it in the near term, on initial recognition

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of

it is part of a portfolio of identified financial instruments that the Group manages together and has a recent actual pattern of short-term profit-taking

its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised as income in profit or
loss immediately.
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An investment in an associate is accounted for using the equity method from the date on which the investee becomes an associate. On acquisition

or it is a derivative that is not designated and effective as a hedging instrument. Other financial assets may be designated as FVTPL upon initial
recognition if such designation eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise or the
financial asset forms part of a group of financial assets or financial liabilities or both which is managed and its performance is evaluated on a fair
value basis in accordance with the Group’s documented risk management or investment strategy or it forms part of a contract containing one or
more embedded derivatives and IAS 39 permits the entire combined contract to be designated as FVTPL.
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Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognised in profit or loss. The net gain or loss

reserve. In respect of AFS debt securities, impairment losses are subsequently reversed through profit or loss if an increase in the fair value of the

recognised in profit or loss incorporates any dividend or interest earned on the financial asset and is included in the other gains and losses line item.

investment can be objectively related to an event occurring after the recognition of the impairment loss.		

Loans and receivables

Derecognition of financial assets

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. Loans and

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it transfers the financial

receivables (including trade and other receivables, bank balances and cash and affiliates accounts receivable) are measured at amortised cost using

asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Group neither transfers nor retains substantially

the effective interest method, less any impairment.								

all the risks and rewards of ownership and continues to control the transferred asset, the Group recognises its retained interest in the asset and an

Interest income is recognised by applying the effective interest rate, except for short-term receivables when the effect of discounting is immaterial.
Available-for-sale financial assets (“AFS”)
AFS financial assets are non-derivatives that are either designated as AFS or are not classified as loans and receivables, held-to-maturity investments
or financial assets at fair value through profit or loss.
Listed shares held by the Group that are traded in an active market are classified as AFS and are stated at fair value at the end of each reporting
period. Fair value is determined in the manner described in Note 27. Changes in the carrying amount of AFS monetary financial assets relating
to changes in foreign currency rates (see below), interest income calculated using the effective interest method and dividends on AFS equity
investments are recognised in profit or loss. Other changes in the carrying amount of available-for-sale financial assets are recognised in other
comprehensive income and accumulated under the heading of investments revaluation reserve. When the investment is disposed of or is determined
to be impaired, the cumulative gain or loss previously accumulated in the investments revaluation reserve is reclassified to profit or loss.
Dividends on AFS equity instruments are recognised in profit or loss when the Group’s right to receive the dividends is established.
The fair value of AFS monetary financial assets denominated in a foreign currency is determined in that foreign currency and translated at the spot
rate prevailing at the end of the reporting period. The foreign exchange gains and losses that are recognised in profit or loss are determined based on
the amortised cost of the monetary asset. Other foreign exchange gains and losses are recognised in other comprehensive income.

associated liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Group continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.
On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and the sum of the consideration received and receivable
and the cumulative gain or loss that had been recognised in other comprehensive income and accumulated in equity is recognised in profit or loss.		
On derecognition of a financial asset other than in its entirety (e.g. when the Group retains an option to repurchase part of a transferred asset), the
Group allocates the previous carrying amount of the financial asset between the part it continues to recognise under continuing involvement, and
the part it no longer recognises on the basis of the relative fair values of those parts on the date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognised and the sum of the consideration received for the part no longer recognised and any
cumulative gain or loss allocated to it that had been recognised in other comprehensive income is recognised in profit or loss. A cumulative gain or
loss that had been recognised in other comprehensive income is allocated between the part that continues to be recognised and the part that is no
longer recognised on the basis of the relative fair values of those parts.			

Financial liabilities and equity instruments
Classification as debt or equity
Debt and equity instruments issued by a group entity are classified as either financial liabilities or as equity in accordance with the substance of the

Impairment of financial assets

contractual arrangements and the definitions of a financial liability and an equity instrument.

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting period. Financial assets are

Equity instruments

considered to be impaired when there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the investment have been affected.		
For AFS equity investments, a significant or prolonged decline in the fair value of the security below its cost is considered to be objective evidence of
impairment.
For all other financial assets, objective evidence of impairment could include significant financial difficulty of the issuer or counterparty, breach of

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments
issued by a group entity are recognised at the proceeds received, net of direct issue costs.
Financial liabilities
Financial liabilities are classified as either financial liabilities at fair value through profit and loss (FVTPL) or other financial liabilities.

contract, such as a default or delinquency in interest or principal payments, it becoming probable that the borrower will enter bankruptcy or financial

Financial liabilities at fair value through profit and loss

re-organisation or the disappearance of an active market for that financial asset because of financial difficulties.

Financial liabilities are classified as at FVTPL when the financial liability is contingent consideration that may be paid by an acquirer as part of a

For certain categories of financial assets, such as trade receivables, assets are assessed for impairment on a collective basis even if they were

business combination to which IFRS 3 applies, held for trading, or it is designated as at FVTPL. A financial liability is classified as held for trading if

assessed not to be impaired individually. Objective evidence of impairment for a portfolio of receivables could include the Group’s past experience
of collecting payments, an increase in the number of delayed payments in the portfolio past the average credit period of 15-30 days, as well as
observable changes in national or local economic conditions that correlate with default on receivables.
For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the financial asset’s original effective interest rate. For financial assets that are
carried at cost, the amount of the impairment loss is measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market rate of return for a similar financial asset. Such impairment loss will not be reversed in
subsequent periods.									
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets.
When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognised in other comprehensive income are
reclassified to profit or loss in the period.					
For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment loss decreases and the decrease can be

it has been incurred principally for the purpose of repurchasing it in the near term, on initial recognition it is part of a portfolio of identified financial
instruments that the Group manages together and has a recent actual pattern of short-term profit-taking or it is a derivative that is not designated and
effective as a hedging instrument. A financial liability other than a financial liability held for trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be designated as at FVTPL upon initial recognition if such designation eliminates or significantly
reduces a measurement or recognition inconsistency that would otherwise arise, the financial liability forms part of a group of financial assets or
financial liabilities or both, which is managed and its performance is evaluated on a fair value basis, in accordance with the Group’s documented
risk management or investment strategy or it forms part of a contract containing one or more embedded derivatives, and IAS 39 permits the entire
combined contract to be designated as at FVTPL.
Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognised in profit or loss. The net gain or
loss recognised in profit or loss incorporates any interest paid on the financial liability and is included in the ‘other gains and losses’ line item.
Other financial liabilities
Other financial liabilities (including borrowings and trade and other payables) are subsequently measured at amortised cost using the effective interest method.

related objectively to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed through profit or

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense over the relevant

loss to the extent that the carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised cost would

period. The effective interest rate is the rate that exactly discounts estimated future cash payments (including all fees and points paid or received that

have been had the impairment not been recognised.					

form an integral part of the effective interest rate, transaction costs and other premiums or discounts) through the expected life of the financial liability,

In respect of AFS equity securities, impairment losses previously recognised in profit or loss are not reversed through profit or loss. Any increase in fair
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or (where appropriate) a shorter period, to the net carrying amount on initial recognition.

value subsequent to an impairment loss is recognised in other comprehensive income and accumulated under the heading of investments revaluation
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Derecognition of financial liabilities

Leasing

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or have expired. The difference

The Group as lessee

between the carrying amount of the financial liability derecognised and the consideration paid and payable is recognised in profit or loss.

Investments in subsidiaries
Investments in subsidiaries are carried at cost less impairment in the stand-alone financial statements of the Company.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated customer returns, rebates and
other similar allowances.
Rendering of services
Revenue from a contract to provide services is recognised by reference to the stage of completion of the contract. The stage of completion of the
contract is determined as follows:						
 revenue from drilling contracts is recognised at the contractual drilling rates as the drilling services are delivered and direct expenses are incurred
 revenue from equipment rental is recognised on a straight-line basis over the lease term
 revenue from information technology services is recognised when the services are rendered
Dividend and interest income
Dividend income from investments is recognised when the shareholder’s right to receive payment has been established (provided that it is probable
that the economic benefits will flow to the Group and the amount of income can be measured reliably).
Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to the Group and the amount of income
can be measured reliably. Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate

are recognised as an expense in the profit and loss on a straight-line basis over the lease terms, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased assets are consumed. Contingent rentals arising under operating leases
are recognised as an expense in the period in which they are incurred.
In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The aggregate benefit of
incentives is recognised as a reduction on rental expense on a straight-line basis, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.
All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Employee benefits							
Retirement benefits
The Group does not have a legal obligation to provide for retirement benefits, however each subsidiary makes defined contributions for retirement
benefits as per the country’s statutory obligations and charged to profit and loss as payment falls due.			

applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to that asset’s net

Short-term employee benefits

carrying amount on initial recognition.

A liability is recognised for benefits accruing to employees in respect of salaries, wages and leave entitlements in the period the related services is

Foreign currency
The individual financial statements of each Group company are presented in the currency of the primary economic environment in which it operates (its

rendered. Liabilities recognised in respect of short-term employee benefits are measured at the undiscounted amount of the benefits expected to be
paid in exchange for the related service.

functional currency). For the purpose of the Consolidated and Separate Financial Statements, the results and financial position of each Group company

Share-based payments

are expressed in United States Dollars, which is the functional currency of the Group, and the presentation currency for the Consolidated and Separate

Equity-settled share-based payments to employees and others providing similar services are measured at the fair value of the equity instruments at

Financial Statements.
In preparing the financial statements of the individual group companies, transactions in currencies other than the entity’s functional currency (foreign
currencies) are recognised at the rates of exchange prevailing on the dates of the transactions. At each reporting date, monetary items that are
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.
Exchange differences are recognised in profit or loss in the period in which they arise except for:
 exchange differences on foreign currency borrowings relating to assets under construction for future productive use, which are included in the cost
of those assets when they are regarded as an adjustment to interest costs on those foreign currency borrowings;				

the grant date.
The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of equity instruments that will eventually vest. At each reporting date, the Group revises its estimate of the number
of equity instruments expected to vest. The impact of the revision of the original estimates, if any, is recognised in profit or loss over the remaining
vesting period, with a corresponding adjustment to the equity-settled employee benefits reserve.

Taxation		
Income tax expense represents the sum of the tax paid and currently payable and deferred tax.

 exchange differences on transactions entered into to hedge certain foreign currency risks; and

Current tax

 exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is neither planned nor likely to
occur (therefore forming part of the net investment in the foreign operation), which are recognised initially in other comprehensive income and
reclassified from equity to profit or loss on repayment of the monetary items.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the Statement of Comprehensive

For the purpose of presenting Consolidated and Separate Financial Statements, the assets and liabilities of the Group’s foreign operations are
translated into United States Dollars at exchange rates prevailing on the reporting date. Income and expense items are translated at the average
exchange rates for the period, unless exchange rates fluctuate significantly during that period, in which case the exchange rates at the date of
transactions are used. Exchange differences arising, if any, are recognised in other comprehensive income and accumulated in equity (attributed to
non-controlling interests as appropriate).

58

Operating leases are defined as leases where there is no transfer of risks and rewards incidental to ownership of the asset. Operating lease payments
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Income 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 tax deductible. The Group’s liability for current tax is calculated using tax rates (and tax laws) that have been enacted or substantively
enacted in countries where the Company and subsidiaries operate at the reporting date.
Deferred tax
Deferred tax is recognised on temporary differences between carrying amounts of assets and liabilities in the Consolidated and Separate Financial
Statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are generally recognised for all deductible temporary differences to the extent that it is probable that

On disposal of a foreign operation, all of the exchange differences accumulated in equity in respect of that operation attributable to the owners of the

taxable profits will be available against which those deductible temporary differences can be utilised. Such deferred tax assets and liabilities are not

Company are reclassified to profit and loss.		

recognised if the temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of other assets and
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liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Key sources of estimation uncertainty					

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries and associates, and interests

Impairment of assets

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. Deferred tax assets arising from deductible temporary differences associated with such investments and
interests are only recognised to the extent that it is probable that there will be sufficient taxable profits against which to utilise the benefits of the
temporary differences and are expected to reverse in the foreseeable future.

Determining whether assets are impaired requires an estimation of the value in use of the assets being tested for impairment. The value in use
calculation requires the Directors to estimate the future cash flows expected to arise from the use of the assets and a suitable discount rate in order to
calculate its value in use. In estimating its value in use, the estimated future cash flows are discounted to their present value using a post-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset (or cash-generating unit). For an asset that

The carrying amounts of deferred tax assets are reviewed at each reporting date and reduced to the extent that it is no longer probable that sufficient

does not generate cash inflows largely independent of those from other assets, the recoverable amount is determined for the cash-generating unit to

taxable profits will be available to allow all or part of the asset to be recovered.

which the asset belongs. Please refer to Note 10 for details on key assumptions made by management in assessing the value in use for assets.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the liability is settled or the asset

Income taxes

realised, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the Group expects, at the reporting date, to recover or
settle the carrying amount of its assets and liabilities.

The Group recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable that the deductible temporary
differences will reverse in the foreseeable future. Assessing the recoverability of deferred income tax assets requires the Group to make significant
estimates related to expectations of future taxable income. Estimates of future taxable income are based on forecast cash flows from operations and

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities and when

the application of existing tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the

they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

ability of the Group to realise the net deferred tax assets recorded at the reporting date could be impacted. Additionally, future changes in tax laws in

Current and deferred tax for the year
Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other comprehensive income or

the jurisdictions in which the Group operates could limit the ability of the Group to obtain tax deductions in future periods.
New contract costs

directly in equity, in which case, the current and deferred tax are also recognised in other comprehensive income or directly in equity respectively.

The Group capitalises costs incurred in securing new contracts and in the initial set up phase of such contracts. These costs are only capitalised

Where current tax or deferred tax arises from the initial accounting for a business combination, the tax effect is included in the accounting for the

if management adjudges the probability of successfully securing the contract as probable and the cost is expected to be recovered. During such

business combination.

assessment management takes into account the fact patterns specific to the contract involved. New venture costs as at 31 December 2016 amounts

Critical accounting judgments and key sources of estimation uncertainty
In the application of the Group’s accounting policies, which are described above, the Directors of the Group are required to make judgements, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.				
The following are the critical judgements and key sources of estimation uncertainty which have the most significant effect on the amounts recognised
in the Consolidated and Separate Financial Statements:							
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to $967,117 and is included in the prepaid expenses and other assets in the Statement of Financial Position.
Share-based payments
In calculating the share-based payment charge for the year under IFRS 2 Share-based payments, certain assumptions have been made surrounding
the future performance of the Capital Drilling Limited share price and the number of employees likely to remain employed during the duration of the
option life period. In addition, in order to arrive at a fair value for each of the grants, certain parameters have been assumed for the grants and these
have been disclosed in Note 20.
Contingent liabilities
Management applies its judgement to the fact patterns and advice it receives from its attorney, advocates and other advisors in assessing if an
obligation, including taxation related claims, is probable, more likely than not, or remote. This judgement application is used to determine if the
obligation is recognised as a liability or disclosed as a contingent liability.		

Deferred tax liability - undistributed earnings of subsidiaries
Management exercise judgement in assessing the Group’s ability to control the timing of declaration of dividends from the subsidiaries and
determining whether deferred tax liability should be recorded for undistributed earnings of subsidiaries. Management has assessed that such
temporary differences will not reverse in the foreseeable future. In making that assessment, management has taken into consideration the following
factors : plans for reinvestment to grow the business of the subsidiary;
 the past pattern of dividend payments;
 whether the parent needs the funds that would be generated by a dividend from its subsidiary to enable it to make a dividend payment or satisfy
any other cash requirement; and
 whether cash and distributable profits are available to pay dividends.					
Uncertain taxation provisions
The Group operates internationally in territories with different and complex tax codes.
Management exercises judgement in relation to the level of provision required for uncertain tax outcomes. There are a number of tax positions not yet
agreed with the tax authorities where different interpretation of legislation and commercial arrangements could lead to a range of outcomes. Judgements
are made for each position having regard to the particular circumstances and advice obtained. Please refer to Note 7, Uncertain tax positions.
Management also exercises judgement in assessing the availability of suitable future taxable profits to support deferred tax asset recognition. Further
details of the Group’s tax position are provided in Note 13.							

60

61

Capital Drilling annual report 2016

4. REVENUE

5. (Loss) profit from operations

2016
$

The following items have been recognised as (income) expenses in determining profit (loss) from operations:

COMPANY

2015
$

2016

CONSOLIDATED

2015

$

$

Revenue from the rendering of services comprises:
Drilling revenue
Equipment rental
Information technology revenue
Total revenue

90,254,437

76,644,760

6,000

17,277

2,518,659

1,877,438

2,429,537

2,609,958

566,929

145,655

173,126

-

93,340,025

78,667,853

2,608,663

2,627,235

2016

$

2015

$

$

Depreciation:
10,451,518

9,569,792

1,641,388

2,303,187

- Associated drilling equipment

- Drilling rigs

1,090,310

1,540,343

290,632

406,090

- Vehicles and trucks

1,750,604

1,965,294

254,388

487,403

- Camp and associated equipment

1,199,729

1,500,657

108,133

192,291

14,492,161

14,576,086

2,294,541

3,388,971

2,837,178

1,276,569

-

8,563

600,265

768,585

13,267

308

Loss on disposal of property, plant and equipment

1,306,335

598,458

624,848

82,346

Legal and professional fees

1,584,932

934,566

567,791

385,356

25,735,510

23,836,400

10,478,510

8,722,021

290,452

82,596

290,452

82,596

-

-

(11,459,881)

(59,614,362)

(1,203,208)

213,959

-

-

Realised gain on available-for-sale shares

(797,315)

213,959

-

-

Fair value adjustment on financial assets through profit and loss - Share Options

(405,893)

-

-

-

(1,203,208)

213,959

-

-

-

-

10,182,025

16,483,237

172,643

5,218,537

(167)

167

1,534,287

1,482,441

Total depreciation

Operating lease expense

Foreign exchange loss

Staff costs

Share-based payment expense

Other income - dividends from subsidiaries

Net gain on financial assets at fair value through profit and loss

Fair value adjustment on available-for-sale financial assets

Provision for unrecoverable related party receivables

Provision for inventory obsolescence

Penalties and interest
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COMPANY

2015

2016

$
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CONSOLIDATED
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6. Finance charges		
CONSOLIDATED
2015

2016
$

Interest on bank loans

$

2016

Nature of Assumption

$

$

-

-

-

10,042

-

-

772,793

849,392

-

-

7. Taxation
COMPANY

2015

2016
$

$

Tax jurisdiction

Related tax years

Income Tax

Zambia

Withholding tax assessments raised for tax on
equipment hire invoices and management fees invoices

Withholding Tax

Misinterpretation by Authority for assets that were
purchased by the Company and not leased

2016

2015

$

$

Value of

Amount

Expected

Assessment

provided

resolution

2007-2013

$462,214

$181,254

2017

Zambia

2007-2013

$6,583,180

$746,188

2017

Withholding Tax

Tanzania

2009-2015

$1,024,268

$77,564

2017

ZRA of the view that invoices were not zero rated

Other Taxes

Zambia

2007-2013

$1,109,567

$67,842

2017

Tax assessment raised with no supporting documents to
substantiate the assessment

Other Taxes

Zambia

2009-2015

$8,481,868

Assessments raised relating to expatriate employees

Other Taxes

Zambia

2007-2013

$2,899,575

$645,256

2017

Tax assessment raised with no supporting documents to
substantiate the assessment

Other Taxes

Tanzania

2009-2015

$8,481,868

$700,000

2017

Disallowance of tax deductions, ZRA view this was not
incurred in the production of income

839,350

CONSOLIDATED

Tax Type

2015

772,793

Others
Total finance charges

COMPANY

2017

Tanzania tax:

Current taxation:
- Normal tax - current year

678,037

143,685

-

-

The Intercompany loan from Capital Drilling (Tanzania) Limited to Capital Drilling (Mauritius) Limited gave rise to a deemed interest tax charge of $0.4

- Normal tax - prior year under provision

1,212,248

1,011,728

-

-

million for the current financial period. Included in the current tax period is an amount of $0.8 million, excluding penalties and interest for the period

- Withholding tax

2,407,534

3,188,973

-

-

2012 to 2015.

(432,336)

(517,656)

-

-

8. Loss per share				

-

797,287

-

-

3,865,483

4,624,017

-

-

Deferred taxation:
- Current year
- Prior year under provision
Total taxation

CONSOLIDATED
2016

2015

$

Capital Drilling Limited is incorporated in Bermuda. No taxation is payable on the results of the Bermuda business. Taxation for other jurisdictions is

The losses or earnings and weighted average number of ordinary shares used in the calculation of basic earnings per share are as follows:

The taxation charge for the year can be reconciled to the theoretical amount that would arise using the basic tax rate on the profit or loss per the
Statement of Comprehensive Income as follows:										

Loss for the year, used in the calculation of basic loss per share

		
(Loss) profit before tax

(982,798)

(5,543,497)

(16,341,387)

20,091,267

(2,091,297)

(1,302,312)

-

-

2,407,534

3,188,973

-

-

445,114

2,037,814

-

-

Prior year under provision

1,212,248

1,809,015

-

-

Change in unrecognised deferred tax assets

1,891,884

(1,109,473)

-

-

Total taxation

3,865,483

4,624,017

-

-

Tax at domestic rates applicable to profits and losses in the jurisdictions in which the Group operates

Tax effect of non-deductible items in determining taxable profit

Weighted average number of ordinary shares for the purposes of basic earnings per share

Basic loss per share (cents)

(4,848,281)

(10,167,514)

134,828,877

134,603,264

(3.6)

(7.6)

Diluted loss per share
The losses or earnings used in the calculations of all diluted loss per share measures are the same as those used in the equivalent basic loss per share measures, as outlined
above.
Weighted average number of ordinary shares used in the calculation of basic earnings per share

134,828,877

134,603,264

296,834

48,949

-

-

135,125,711

134,652,213

(3.6)

(7.6)

Shares deemed to be issued for no consideration in respect of:
Dilutive share awards

The Group’s consolidated income tax expense is affected by the varying tax laws and income tax rates in effect in the various countries in which

Dilutive share options #

it operates, which are mainly in Africa, Latin America and Southeast Europe. The increase in the average statutory rate in the reconciliation above
reflects changes in profit mix between jurisdictions from year to year.

$

Basic loss per share

calculated in terms of the legislation and rates prevailing in the respective jurisdictions.					

Foreign withholding taxes paid

www.capdrill.com

Detail of uncertain tax position

Weighted average number of ordinary shares used in the calculation of diluted loss per share

						

Diluted loss per share (cents)

Uncertain tax positions
The Group operates in multiple jurisdictions with complex legal and tax regulatory environments. In certain of these jurisdictions, the Group has
taken income tax positions that management believes are supportable and are intended to withstand challenge by tax authorities. Some of these

#

positions are inherently uncertain and relate to the interpretation of income tax laws. The Group periodically reassesses its tax positions. Changes to

the current share price. Refer to Note 20.

For the purposes of calculating diluted earnings per share, the share options of 5.34 million were excluded as they are anti-dilutive as the exercise price is higher than

the financial statement recognition, measurement, and disclosure of tax positions is based on management’s best judgment given any changes in
the facts, circumstances, information available and applicable tax laws. Considering all available information and the history of resolving income tax
uncertainties, the Group believes that the ultimate resolution of such matters will not likely have a material effect on the Group’s financial position,
statements of operations or cash flows.
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CONSOLIDATED
2016
$

10. Property, plant and equipment

COMPANY

2015
$

2016
$

Drilling rigs

20145
$

5,396,157

4,038,111

5,396,157

4,038,111

Total dividends paid

5,396,157

4,038,111

5,396,157

4,038,111

During the 12 months ended 31 December 2016, a dividend of 2.5 cents per ordinary share, totalling $3,372,605 was declared and paid to
shareholders on 12 May 2016 followed by a further dividend of 1.5 cents per share which was declared totalling $2,023,552 and paid on 14 October
2016. The total final dividend paid was $5,396,157 (2014: $4.0 million).
In respect to the year ended 31 December 2016, the Directors propose that a final dividend of 1 cent per share be paid to shareholders on 19 May
2017. This final dividend is subject to approval by shareholders at the Annual General Meeting and has not been included as a liability in these

drilling

Vehicles and

equipment

Total

Camp and

trucks

associated

equipment

$

$

$

$

$

76,957,352

11,656,242

14,593,145

9,065,067

112,271,806

Additions

5,603,796

990,782

610,711

721,006

7,926,295

Disposals

(4,215,796)

(1,986,878)

(693,121)

(1,009,780)

(7,905,575)

-

-

-

258

258

Dividends paid:
Final dividend in respect of the year ended 31 December 2016

Associated

CONSOLIDATED
Cost
Balance at 1 January 2015

Translation of foreign operations

78,345,352

10,660,146

14,510,735

8,776,551

112,292,784

estimated final dividend to be paid is $1.4 million (2015:$3.4 million). The payment of this final dividend will not have any tax consequences for the

Additions

8,917,923

420,989

2,594,354

838,818

12,772,084

Group.

Disposals

(5,951,634)

(5,128,121)

(2,794,704)

(1,510,910)

(15,385,369)

(234,937)

-

265,065

(30,128)

-

81,076,704

5,953,014

14,575,450

8,074,331

109,679,499

(34,160,853)

(8,578,830)

(8,167,296)

(4,658,303)

(55,565,282)

(9,569,792)

(1,540,343)

(1,965,294)

(1,500,657)

(14,576,086)

3,711,470

1,804,290

622,935

824,126

6,962,821

-

-

-

(206)

(206)

Balance at 31 December 2015

(40,019,175)

(8,314,883)

(9,509,655)

(5,335,040)

(63,178,753)

Depreciation

(10,451,518)

(1,090,310)

(1,750,604)

(1,199,729)

(14,492,161)

4,670,356

4,962,731

2,175,918

1,258,446

13,067,451

-

-

-

53,705

53,705

(45,800,337)

(4,442,462)

(9,084,341)

(5,222,618)

(64,549,758)

Carrying amount at 31 December 2015

38,326,177

2,345,263

5,001,080

3,441,511

49,114,031

Carrying amount at 31 December 2016

35,276,367

1,510,552

5,491,109

2,851,713

45,129,741

Consolidated Financial Statements. The proposed final dividend is payable to all shareholders on the Register of Members on 28 April 2017. The total
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9. Dividends							

Balance at 31 December 2015

Translation of foreign operations
Balance at 31 December 2016

Accumulated depreciation
Balance at 1 January 2015
Depreciation
Disposals
Translation of foreign operations

Disposals
Translation of foreign operations
Balance at 31 December 2016

The Group reviews the carrying amounts of its tangible assets at the end of each reporting period to determine whether there is any indication that those
assets may be impaired. Property, plant and equipment was tested for impairment at the reporting date. As at this date management concluded that the
carrying amount of property, plant and equipment did not exceed the value in use and therefore, no impairment loss was recognised on that basis.
In validating the value in use, key assumptions used in the discounted cash flow model (such as the determination that there is a single cashgenerating unit, discount rates, average revenue per operating rig and drilling volumes) management performed a sensitivity analysis to test the
resilience of the assumptions used in determining the value in use for the impairment test. Management believes that reasonable movements in key
assumptions would not result in an impairment loss to be recognised.
The value in use of $73 million for the cash - generating unit excluding cash and cash equivalents was determined using the following key
assumptions:
 Weighted Cost of Capital discount rate of 19.4%
 The 2017 budget with two years beyond the budget was utilised to extrapolate the cash flow based on a 60% rig utilisation with an average fleet of 91
 Growth rate was determined on historical information, past experience and external sources of information.
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Associated

drilling

equipment
$

$

Vehicles and

Camp and

trucks

associated

$

$

Total

equipment

Net transfers from (to) subsidiaries
Disposals
Balance at 31 December 2015
Additions

Place of

2,490,220

3,114,377

1,079,275

29,090,488

%

%

$

$

100

-

-

-

Egypt

200,000

Bermuda

100

100

591,826

591,826

Capital Drilling (Ghana) Limited

Ghana

50,000

Netherlands

100

-

-

-

Guinea

15,000

Mauritius

100

-

-

-

Mali

2,020

Mauritius

100

-

-

-

Solomon Islands

13,910

Singapore

100

-

-

-

Mozambique

2,055

Mauritius

100

1

20

20

Malaysia

1,000

Singapore

100

-

-

-

Mauritania

2,520

Mauritius

100

-

-

-

Mauritius

-

Bermuda

100

100

-

-

Netherlands

2

Bermuda

100

-

-

-

Chile

1,000

Netherlands

100

-

-

-

Ethiopia

111,000

Mauritius

100

1

1,110

1,110

54,070

621,788

(4,828,240)

492,745

264,502

22,604

(4,048,389)

Capital Drilling Mali SARL

(35,278)

(401,340)

(885,827)

3,409,964

754,609

24,778,060

Capital Drilling (Solomon Islands) Pty Ltd
Capital Drilling Moçambique Limitada
Capital Drilling (Malaysia) Sdn Bhd

828,041

-

-

89,997

918,038

Net transfers from (to) subsidiaries

(2,628,457)

(44,474)

(1,025,447)

2,673

(3,695,705)

Capital Drilling Mauritania SARL

Disposals

(2,034,673)

(1,655,407)

(545,830)

(110,472)

(4,346,381)

Capital Drilling (Mauritius) Limited

17,654,012

Capital Drilling Netherlands Coöperatief UA

Balance at 31 December 2016

13,886,273

1,192,244

1,838,687

736,808

Capital Drilling Perforaciones Chile Limitada
Capital Drilling Service Plc

Accumulated depreciation
Balance at 1 January 2015
Depreciation
Net transfers to (from) subsidiaries
Disposals

(9,529,784)

(1,678,496)

(1,600,157)

(720,834)

(13,529,271)

(2,303,187)

(406,090)

(487,403)

(192,291)

(3,388,971)

2,050,556

(363,825)

(108,326)

2,015

1,580,420

316,369

96,039

32,632

358,441

803,481

Balance at 31 December 2015

(9,466,046)

(2,352,372)

(2,163,254)

(552,669)

(14,534,341)

Depreciation

Capital Drilling (Singapore) Pte Ltd
Capital Drilling South Africa (Proprietary) Limited
Capital Drilling (T) Limited
Capital Drilling Zambia Limited
Capital Drilling Ltd. Belgrade
Capdrill Kenya Limited

(1,641,388)

(290,632)

(254,388)

(108,133)

(2,294,541)

Net transfers to (from) subsidiaries

1,032,578

44,694

654,125

(7,971)

1,723,426

Capital Drilling Cote D’Ivoire Limited

Disposals

1,528,481

1,560,092

433,384

101,020

3,622,977

Well Force International Ltd

Balance at 31 December 2016

Carrying amount at 31 December 2015

Carrying amount at 31 December 2016

(8,546,375)

8,255,316

5,339,898

(1,038,218)

539,753

154,026

(1,330,133)

1,246,710

508,554

(567,753)

201,940

169,055

(11,482,479)

10,243,719

6,171,533

2015

Mauritius

66,363

(107,188)

2016

Holding entity

16,348

2,892,125

company

$

485,007

(342,021)

ﬁnancial statements

held by group

100

Capital Drilling Guinea SA

17,721,362

held by

Carrying value in the Company

business

Capital Drilling Egypt (Limited Liability
Company)
22,406,616

Percentage

capital

Percentage

Botswana

Capital Drilling (Botswana) (Proprietary) Limited

Cost

Additions

Issued share

$

COMPANY

Balance at 1 January 2015

11. Investment in subsidiaries

Singapore

1

Bermuda

100

100

1

1

South Africa

13

Mauritius

100

-

-

-

Tanzania

50,000

Bermuda

100

100

443,826

443,826

Zambia

2,046

Netherlands

100

-

-

-

Serbia

-

Netherlands

100

-

-

-

Kenya

2

Mauritius

100

-

2

-

Ivory Coast

1,730

Mauritius

100

-

-

-

Bulgaria

2,908

Netherlands

100

-

-

-

Cap-Sat Technologies Limited

Bermuda

18,600

Bermuda

100

100

18,600

18,600

Supply Force International Ltd

Bermuda

16,000

Bermuda

100

100

16,000

16,000

Well Force International Ltd

Bermuda

100

Bermuda

100

100

100

100

1,071,485

1,071,483
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Drilling rigs

All of the above subsidiaries principle activity is that of providing drilling services or support services. During 2016, the Group has received clearances
for the deregistration of Capital Drilling (Singapore) Pte Ltd branch in Papua New Guinea and currently await the registrar to remove the registration.
Capital Drilling (Peru) S.A.C., a subsidiary of Capital Drilling Perforaciones Chile Limitada and Capital Drilling Moçambique Limitada have initiated the
process for deregistration in 2016. All of these subsidiaries were dormant and non-operating at the time of deregistration.
The Group manages its cash flow from a central treasury. Thus the Group settles liabilities as they fall due from the Group’s treasury reserves. The
support is provided by way of affiliate company receivables as disclosed in Note 17.
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12. 	Investment in associate

13. Deferred tax								

Details of the Group’s investment in its associate at 31 December 2016 are as follows:

The following are the major deferred tax assets and liabilities recognised by the Group and their movements:
Principle
activity

Country of

incorporation
and place of

Proportion of ownership interest

CONSOLIDATED

and voting rights

$

business

2016

2015

25

20

%

Procurement

Singapore

Provisions

The Group acquired 20 ordinary shares and 600,000 preference shares in SAAC International Pte Ltd in 2015. The total consideration paid amounted
to $600,020 plus acquisition costs of $7,188.
The investment is accounted for using the equity method. In August 2016, SAAC International Pte Ltd did a share buyback of one shareholder’s

(699,746)

-

-

(11,031)

5,765

-

-

(6,122)

266,974

-

-

413,832

285,460

-

-

Balance at end of the year

205,706

(141,547)

-

-

205,706

59,842

-

-

-

(201,389)

-

-

Deferred tax liabilities

Summarised financial information in respect of SAAC International Pte Limited are set out below. The summarised financial information represents
amounts presented in the SAAC International Pte Limited financial statements prepared in accordance with International Financial Reporting

Movements:

Standards.

Balance at beginning of the year

											
2016

2015

$

$

306,681

185,477

Current assets

2,836,741

3,485,491

Total assets

3,143,422

3,670,968

(556,029)

(395,887)

Non-current liabilities

1,270,188

1,898,600

Current liabilities

2,429,263

2,168,255

Total equity and liabilities

3,143,422

3,670,968

10,839,937

7,790,889

36,626

(217,560)

Other comprehensive loss for the year

(186,065)

(178,327)

Total Comprehensive loss								

(149,439)

(395,887)

Profit (Loss) for the year

$

Recognised tax losses

Deferred tax assets

shareholder meetings and has appointed a representative to the Board of Directors of SAAC International Pte Ltd.

Revenue

2015

$

Disclosed as follows:

stake of 20%, which resulted in a loss of $67,907 and an increase shareholding of 5%. The Group now has the right to cast 25% of the votes at

Equity attributable to ordinary shareholders

$

(190,973)

Unrealised exchange gains and losses

Non-current assets

2016

Balance at end of the year

%

Excess of capital allowances over depreciation
SAAC International Pte Limited

COMPANY

2015

2016
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(141,547)

138,084

Excess of capital allowances over depreciation

508,773

(39,449)

Provisions

(16,796)

5,765

Unrealised exchange gains and losses

(273,096)

266,974

Tax loss carried forward

128,372

(512,921)

-

-

Balance at end of the year

205,706

(141,547)

-

-

At the reporting date, the Group has estimated tax losses carried forward of $17.8 million (2015: $7.9 million) with a tax value of $4.7 million (2015:
$2.2 million) available for offset against future profits.
		
Status of operation

Tax Value

Dormant Companies

1,732,744

Companies marked for closure

1,091,821

Operating Companies

1,854,711
4,679,275

A deferred tax asset has been recognised to the value of $0.4 million (2015: $0.3million).
No deferred tax asset has been recognised in respect of the remaining tax losses for 2016 amounting to $6.4 million (2015: $6.6 million) with a tax
value of $2.0 million (2015: $1.9 million) as there is uncertainty whether there will be sufficient future taxable profits available to offset these losses.
These losses may be carried forward up to five years or indefinitely depending on the jurisdiction.

Reconciliation of the above summarised financial information to the carrying amount of the interest in SAAC International Pte Limited recognised in the Consolidated Financial
Statements:											
Equity of the associate
Proportion of the Group’s ownership of the equity of the associate
Group’s share of the equity of the associate
Group’s share of the preference share capital of the associate
Goodwill

70

(556,029)

(395,887)

25%

20%

(139,255)

(79,177)

600,000

600,000

7,188

7,188

467,933

528,011

At the reporting date, the aggregate amount of temporary differences associated with unremitted earnings of overseas subsidiaries for which
deferred tax liabilities have not been recognised, amounted to $97.6 million (2015: $89.1 million). No liability has been recognised in respect of
these differences because the Group is in a position to control the timing of declaration of dividends from the subsidiaries and it is expected that
such differences will not reverse in the foreseeable future.
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17. Affiliate accounts receivable
CONSOLIDATED
2015

19,957,636

20,949,143

73,929

374,520

214,706

345,251

-

-

20,172,342

21,294,394

73,929

374,520

(811,161)

(3,717,424)

-

(167)

19,361,181

17,576,970

73,929

374,353

Goods in transit
Gross carrying value of inventory
Less impairment of inventory

2016

CONSOLIDATED

2016
$

Drilling consumables

COMPANY
$

2015

$

$

During the current year, the Group wrote off $3 million of stock of which $2.9 million was provided in the previous financial year resulting in a reduction
in the carrying amount of the provision. Please refer to Note 5 for details of the amount of write-down of inventories recognised as an expense in the
period.											

15. Trade and other receivables
CONSOLIDATED

COMPANY

2015

2016
$

2016

$

2015

$

$

COMPANY

2015

2016

$

2016

$

2015

$

$

Capital Drilling (Mauritius) Limited

-

-

-

1,513,146

Capital Drilling Netherlands Coöperatief U.A.

-

-

4,782,989

1,818,582

Capital Drilling (Malaysia) Sdn. Bhd.

-

-

-

4,824,700

Capital Drilling (Botswana) (Proprietary) Limited

-

-

5,929,322

6,049,862

Capital Drilling Burkina Faso SARL

-

-

8,940

5,630

Capital Drilling Perforaciones Chile Limitada

-

-

3,116,652

3,111,660

Capital Drilling Egypt (Limited Liability Company)

-

-

623,880

4,043,467

Capital Drilling Limited Eritrea

-

-

-

807

Capital Drilling Service Plc

-

-

-

66,171

Capital Drilling (Ghana) Limited

-

-

-

1,058,084

Capital Drilling Guinea SA

-

-

4,504

4,504

Capital Drilling Mali SARL

-

-

1,430,891

2,750

Capital Drilling (Mauritania) SARL

-

-

-

3,595,204

Capital Drilling Moҫambique Limitada

-

-

-

5,490

Trade receivables

15,591,138

9,044,527

-

-

Capital Drilling (Solomon Islands) Pty Ltd.

-

-

-

63,388

Other receivables

-

-

3,877,185

-

Capital Drilling South Africa (Proprietary) Limited

-

-

-

4,559

15,591,138

9,044,527

3,877,185

-

Capital Drilling (Zambia) Limited

-

-

-

920,253

Capdrill Kenya Limited

-

-

974,733

-

Capital Drilling Cote D’Ivoire Limited

-

-

2,595

-

Trade receivables have credit periods of between 15 to 30 days. The ageing of trade receivables is detailed below:
Current

9,507,478

6,958,855

-

-

Well Force International Ltd - Bulgaria

-

-

20,000

-

Past due 1 - 30 days

4,675,020

806,117

-

-

Capital Drilling Ltd. Belgrade

-

-

991,108

-

Past due 31 - 45 days

460,486

1,100,701

-

-

Well Force International Limited

-

-

93,261

-

Past due 46 - 60 days

25,050

175,171

-

-

-

-

17,978,875

27,088,257

Past due over 60 days

923,105

3,683

-

-

15,591,138

9,044,527

-

-

Before accepting any new customer, the Group assesses the potential customer’s credit quality and defines credit limits by customer. Limits
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14. Inventory		

These receivables are interest free, unsecured and have no fixed terms of repayment. These amounts are denominated in United States Dollars.
Amounts presented above are net of a provision for unrecoverable amounts of $29.8 million (2015: $19.7 million).

18. Cash and cash equivalents

attributed to customers are reviewed annually. The Group’s credit risk is concentrated as the Group currently provides drilling services to a limited

CONSOLIDATED

number of major and junior exploration and mining companies operating in the countries where the Group operates.
Included in trade receivables are amounts of $10,894,495 (2015: $8,484,453) receivable from four main customers.

COMPANY

2016

2015

12,679,316

13,309,077

1,274,354

1,443,037

49,239

60,014

-

-

12,728,555

13,369,091

1,274,354

1,443,037

$

$

2016

2015

$

$

No allowance is made for doubtful debts, as the Directors anticipate 100% recoverability of the trade receivables.
Bank balances

The Directors consider that the carrying amount of trade and other receivables approximate their fair values.

Petty cash

16. Investments
CONSOLIDATED
2016
$

COMPANY

2015

2016

$

The Directors consider that the carrying amounts of cash and cash equivalents approximate their fair values.		

2015

$

$

Available-for-sale investments carried at fair value
Listed shares

910,350

222,032

-

-

405,893

-

-

-

1,316,243

222,032

-

-

Fair value through Profit and Loss
Options
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20. Equity-settled employee benefits
CONSOLIDATED
2015

2016
$

All employees of the Group are eligible to participate in the Discretionary Share Award Scheme approved by the Board of Directors. The scheme

COMPANY
2016

$

incentivises the achievement of a range of short-term and long-term performance targets that are key to the success of the Company. Individual

2015

$

employees are granted share options or awards based on their performance at the discretion of the Remuneration Committee. No amounts are paid

$

or payable by the recipient employee on grant of the share option or award. Employees to whom shares awards or options are offered are required to
accept the offer prior to issuance of the share certificate. Options may be exercised at any time from the date of vesting to the date of their expiry.

Authorised
2,000,000,000 (2015: 2,000,000,000) ordinary shares of 0.01 cents (2015: 0.01 cents) each

200,000

200,000

200,000

200,000

Share issue
Balance at end of period

No of shares reserved for issue under options

vesting terms, exercise price and expiry date and are communicated to employees in the offer notice. Share options and shares awards are forfeited
if the employee leaves the Group before the vesting date. If share options remain unexercised after the expiry date, they are cancelled. Details of the

Number of ordinary shares				
Balance at beginning of period

Grant terms are determined by the Remuneration Committee on the date of grant. These include the number of share options or shares awards,

134,603,681

134,592,800

134,603,681

134,592,800

299,715

10,881

299,715

10,881

134,903,396

134,603,681

134,903,396

134,603,681

5,340,000

5,340,000

5,340,000

share awards and share options outstanding during the year are as follows:				
Share options:
Acceptance date by employee

19/11/2010 to 15/12/2010

dividend.

Expiry date

Weighted

Weighted

exercise price

date fair value

average

average grant
per option

⅓ on 1/1/2011

2,340,000

31/12/2020

$1.2500

$0.0780

3,000,000

9/8/2019

$0.6600

$0.0347

⅓ on 1/1/2012
⅓ on 1/1/2013

Issued share capital

Balance at end of period

Number

2010 Series

passu with the existing ordinary shares. Fully paid ordinary shares which have a par value of 0.01 cents, carry one vote per share and carry rights to

Share issued

Vesting date

5,340,000

On 1 April 2016, the Company issued 299,715 new common shares pursuant to the Company’s employee incentive scheme. The shares rank pari

Balance at beginning of period
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19. Share capital and premium

13,460

13,459

13,460

13,459

30

1

30

1

13,490

13,460

13,490

13,460

2015 Series
13/3/2015

⅓ on 12/3/2016
⅓ on 12/3/2017
⅓ on 12/3/2018

All shares are ranked equally. The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled to one
vote per share at meetings of the Company		

Share options were priced using a binominal option pricing model. Where relevant, the expected life used in the model was adjusted based on

Share premium
Balance at the beginning of the year
Issue of shares
Balance at the end of the year

74

management’s best estimate for the effects of non-transferability, exercise restrictions and behavioural considerations. Expected volatility is
21,566,856

21,561,190

21,566,856

21,561,190

130,614

5,666

130,614

5,666

21,697,470

21,566,856

21,697,470

21,566,856

based on management’s expectation of the future volatility in the Company’s share price. In 2016 the Group recognised total expenses of $36,146
(2015:$50,363) related to share options.		

75

Capital Drilling annual report 2016

2015 Series

2010 Series

The following reconciles the number of outstanding share awards granted under the company’s share incentive schemes at the beginning and end of
the year:
CONSOLIDATED AND COMPANY

Inputs into the model
Grant date share price

£0.220

£0.770 - £0.815

Grant date exchange rate (1 GBP = USD)

1.4934

1.555 - 1.599

Exercise price
Expected volatility
Option life

Balance at the beginning of the year

$0.66

$1.25

Share awards granted

37.7%

5.0%

Shares issued

1610 days

1132 days

Dividend yield

0.0%

0.0%

Risk-free interest rate

0.5%

0.5%

The following reconciles the number of outstanding share options granted under the company’s share incentive schemes at the beginning and end

Balance at the end of the year				

Balance at the beginning of the year
Share options granted
Balance at the end of the year

5,340,000

2,340,000

-

3,000,000

5,340,000

5,340,000

Acceptance date by employee

Vesting date

Number

Weighted

average grant

date fair value

per share

⅓ on 31/3/2015

32,642

£0.3100

Amounts received during the year
Interest accrued during the year

Principal repayments during the year

103,754
(10,881)

588,537

125,515

2016

2015

$

$

5,096,001

15,099,226

14,000,000

-

772,793

839,350

(773,669)

(842,575)

(7,000,000)

(10,000,000)

12,095,125

5,096,001

Less: Current portion included under current liabilities

(2,095,125)

(96,001)

Due after more than one year

10,000,000

5,000,000

interest rate of 5.25% above the prevailing three month US$ LIBOR (payable in arrears), and has an annual commitment fee of 1% of the undrawn
balance.

⅓ on 31/3/2017

The facility will stepdown as follows:
 $15 million- 31 August 2017

⅓ on 31/3/2016

103,754

£0.2600

⅓ on 31/3/2018

Security for the Standard Bank (Mauritius) Limited facility comprises:

2016 Series
⅓ on 1/4/2016

 $10 million- 30 November 2017
 Zero- 2 February 2018

⅓ on 31/3/2017

1/4/2016

Balance at the beginning of the year

⅓ on 31/3/2016

2015 Series
1/4/2015

762,737
(299,715)

Long term liabilities consist of a $20 million revolving credit facility (“RCF”) provided by Standard Bank (Mauritius) Limited. The RCF has an annual

2014 Series
1/4/2014

32,642

Standard Bank (Mauritius) Limited

Interest paid during the year

Shares awards:

125,515

CONSOLIDATED

CONSOLIDATED AND COMPANY
2015

2015

21. Long-term liabilities

of the year:

2016

2016
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CONSOLIDATED AND COMPANY

762,737

£0.3050

 Upward corporate guarantees from Capital Drilling Egypt (Limited Liability Company), Capital Drilling (T) Limited and Capital Drilling Zambia
Limited.

⅓ on 3/4/2017

 A negative pledge over the assets of Capital Drilling Ltd and Capital Drilling Egypt (Limited Liability Company).

⅓ on 2/4/2018

As at the reporting date and during the year under review, the Group has complied with all covenants that attaches to the loan facilities.
CONSOLIDATED

Share awards were valued at the closing price of the Company’s ordinary shares on the date of grant. In 2016 the Group recognised total expenses of
$254,308 (2015: $32,233) related to share awards. Share awards are converted to ordinary shares on vesting on a one to one basis.			

2016

2015

$

$
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Total liabilities								

12,095,125

5,096,001

Less: Current portion included under current liabilities

(2,095,125)

(96,001)

Due after more than one year

10,000,000

5,000,000
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CONSOLIDATED

required to pay. The table includes both interest and principal cash flows. Interest flows are based on floating rates, the undiscounted amount is

2015

2016

derived from interest rate curves at the end of the reporting period.

COMPANY

$

2016

$

2015

$

$

As at 31 December 2016 the contractual scheduled maturities of long-term liabilities, including finance charges were as follows:		
$

2017

2,903,138

2018

10,050,623

Due after more than one year

12,953,761

Income tax refund receivable

549,435

771,551

-

-

Income tax payable

2,036,609

325,267

-

-

Withholding tax payable

1,303,574

906,631

-

-

3,340,183

1,231,898

-

-

460,347

(1,208,906)

-

-
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24. Taxation													

The table has been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be

The taxation paid for the period under review can be reconciled as follows:
Net amount (receivable) payable at the beginning of the year

22. Trade and other payables				

Amounts charged to the Statement of Comprehensive Income (excluding deferred tax)
CONSOLIDATED
$

Trade payables

COMPANY

2015

2016

Net amount payable at the end of the year

2016

$

Total Taxation Paid

2015

$

4,212,736

4,344,386

(2,790,748)

(460,347)

-

-

1,882,335

2,675,133

-

-

$

12,384,649

3,933,650

406,825

152,972

- Accrued expenses

3,383,102

6,070,883

573,662

70,257

- Employee related liabilities

2,596,606

2,172,289

306,968

259,566

18,364,357

12,176,822

1,287,455

482,795

25. Cash generated from (used in) operations

Other payables

CONSOLIDATED
2016

COMPANY

2015

$

2016

$

2015

$

$

Cash from (used in) operations

Total trade payables comprise liabilities for the purchase of goods and services. Trade payables have terms ranging from payment on delivery up to

(Loss) profit before tax

60 days. The Group has financial risk management policies in place to ensure that all payables are paid within the appropriate credit time frame.

- Depreciation
- Loss on disposal of property, plant and equipment
- Share based payment expense

23. Affiliate accounts payable				
2016

COMPANY

2015

$

2016

$

2015

$

$

20,091,267

14,492,161

14,576,086

2,294,541

3,388,971

1,306,335

598,458

624,848

82,346

290,452

82,596

290,452

82,596

(797,315)

213,959

-

-

- Fair value adjustment on financial assets through profit and loss

(405,893)

- Provision for inventory obsolescence

(172,643)

5,218,537

-

-

-

-

10,182,025

16,483,237

-

-

(11,459,881)

(59,614,362)

(94,169)

(51,730)

-

-

- Provision for unrecoverable related party receivables
- Dividends received

78

(16,341,387)

- Realised (gains) loss on available-for-sale shares

Capital Drilling Egypt (Limited Liability Company)

-

-

1,205,125

-

- Interest income

Capital Drilling (Mauritius) Limited

-

-

6,072,828

-

- Share of profit from associate

Capital Drilling Peru SAC

-

-

11,020

253

Capital Drilling Singapore Pte Ltd.

-

-

268,607

-

Capital Drilling South Africa (Proprietary) Limited

-

-

-

272,111

Capital Drilling (T) Limited

-

-

49,422,372

46,006,052

Cap-Sat Technologies Limited

-

-

432,025

492,532

Supply Force International Limited

-

-

837,257

711,251

Well Force International Limited

-

-

1,519,310

1,468,050

-

-

59,768,546

48,950,249

These payables are interest free, unsecured and have no fixed terms of repayment. These amounts are denominated in United States Dollars.

(5,543,497)

Adjusted for:

Trade and other payables approximates their fair values.

CONSOLIDATED

(982,798)

- Finance charges
- Unrealised foreign exchange loss (gain) on foreign cash held

57,290

43,512

-

-

772,793

849,392

-

-

500,281

807,751

-

489

14,966,494

16,795,064

(14,409,402)

(19,485,456)

- (Increase) decrease in inventory

(1,611,568)

(124,998)

300,424

(374,353)

- (Increase) decrease in trade and other receivables

(6,546,611)

1,717,122

(3,877,185)

66,959

(553,373)

2,314,511

50,647

649,895

-

-

(1,072,643)

(6,973,668)

- Increase (decrease) in trade and other payables

6,187,535

4,863,387

804,660

(451,413)

- Increase (decrease) in affiliate accounts payable

-

-

12,790,576

(27,978,486)

12,442,477

25,565,086

(5,412,923)

(54,546,522)

Operating cash flows before working capital changes
Adjustments for working capital changes:

- (Increase) decrease in prepaid expenses and other assets
- Decrease in affiliate accounts receivable
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26. Segment analysis

Segment assets and liabilities:								

Operating segments are identified on the basis of internal management reports about components of the Group that are regularly reviewed by the

The following is an analysis of the Group’s assets and liabilities by reportable segment:

Chief Executive Officer in order to allocate resources to the segments and to assess their performance. Information reported to the Group’s Chief

CONSOLIDATED

Executive Officer for the purposes of resource allocation and assessment of segment performance is focused on the region of operation. For the
purposes of the segmental report, the information on the operating segments have been aggregated into the principal regions of operations of the

2016
$

Group. The Group’s reportable segments under IFRS 8 are therefore:
Africa

Derives revenue from the provision of drilling services.

Rest of world

Derives revenue from the provision of drilling services and related logistic, equipment rental and IT support services.

2015
$
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Capital Drilling annual report 2016

Segment assets:
Africa
Rest of world

Segment revenue and results:

Total segment assets

The following is an analysis of the Group’s revenue and results by reportable segment:

Head Office companies
Africa

Rest of world

Consolidated

$

$

$

129,798,346

116,395,462

27,346,447

16,559,968

157,144,793

132,955,430

34,726,134

36,335,219

191,870,927

169,290,649

Eliminations

(91,280,718)

(73,917,689)

Total Assets				

100,590,209

95,372,960

Africa

28,342,176

29,764,138

Rest of world

20,235,544

10,782,670

Total segment liabilities

48,577,720

40,546,808

2016
External revenue

90,341,048

2,998,977

93,340,025

Segment gross profit (loss)

32,414,800

(6,106,907)

26,307,893

(23,562,392)

(3,000,203)

(26,562,595)

Administration costs and depreciation
Segment profit (loss)

8,852,408

(9,107,110)

(254,702)

Central administration costs and depreciation

(1,195,390)

Loss from operations

Head Office companies

(1,450,092)

Interest income

94,169

Share of losses from associate

(57,290)

Finance charges

Eliminations
Total Liabilities				

75,041,287

50,628,610

123,619,007

91,175,418

(89,819,342)

(72,469,308)

33,799,665

18,706,110

(772,793)

Net gain on financial assets at fair value through profit and loss

1,203,208

Loss before tax

(982,798)

Included in revenues arising from the African segment are revenues of approximately $73.3 million (2015: $68.8 million) which arose from sales to
customers that represent more than 10% of the Group’s revenue.

For the purposes of monitoring segment performance and allocating resources between segments, the Group’s Chief Executive Officer monitors the
tangible, intangible and financial assets attributable to each segment. All assets are allocated to reportable segments with the exception of property,
plant and equipment used by the Head Office companies, investment in associates, amounts of $3.7 million included in other receivables, and $4.0
million in cash and cash equivalents held by the Head Office companies.						
As part of the reporting on segment performance all the liabilities have been allocated to the respective segments with the exception of the long-term
liabilities of $12 million and part of the trade payables and intercompany balances held at the level of the Head Office which is further eliminated at the
group level.

2015
External revenue

76,817,256

1,850,597

78,667,853

Segment gross profit (loss)

26,432,416

(4,061,938)

22,370,478

(22,895,636)

(2,946,329)

(25,841,965)

3,536,780

(7,008,267)

(3,471,487)

Administration costs and depreciation

Segment liabilities:

Segment profit (loss)
Central administration costs and depreciation

(1,016,877)

Loss from operations

(4,488,364)

Interest income

51,730

Share of losses from associate

(43,512)

Finance charges

(849,392)

Loss on financial assets through profit and loss

(213,959)

Loss before tax

(5,543,497)

The accounting policies of the reportable segments are the same as the Group’s accounting policies described in Note 3. Segment profit represents
the profit earned by each segment without allocation of central administration costs and depreciation, interest income, share of losses from
associates, finance charges, and income tax. This is the measure reported to the Group’s Chief Executive Officer for the purpose of resource
allocation and assessment of segment performance.							

80

81

Capital Drilling annual report 2016

Non-Cash items included in profit or loss:

Capital risk management								

Depreciation
Africa
Rest of world
Total segment depreciation
Head Office companies

								

12,554,394

12,340,820

1,643,314

1,801,871

14,197,708

14,142,691

294,453

433,395

14,492,161

14,576,086

The Group and Company manage their capital to ensure that entities in the Group will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and equity balance. The Group’s overall strategy remains unchanged from 2015.
The capital structure of the Group consists of debt, which includes the borrowings disclosed in Note 21, cash and cash equivalents disclosed in Note
18 and equity attributable to equity holders of the parent, comprising issued capital, reserves and retained earnings and the statement of changes in
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27. Financial instruments

Other segment information:

equity. The group is not subject to any externally imposed capital requirements.
The capital structure of the Company consists of debt which includes the borrowing disclosed in Note 21, cash and cash equivalents disclosed in
Note 18 and equity attributable to the holders of the Company, comprising issued capital and reserves and the statement of changes in equity. The
Company’s capital structure and going concern are dependent on the company’s ability to obtain cash resources from its subsidiaries. There is

Loss on disposal of property, plant and equipment
Africa

528,704

424,403

Rest of world

117,787

91,709

Total segment loss

646,491

516,112

Head Office companies

659,844

82,346

1,306,335

598,458

currently no severe long term restrictions in place which impairs the Company’s ability to repatriate funds from its subsidiaries.
Risk management is conducted within a framework of policies and guidelines that are continuously monitored by management and the Board of
Directors, the objective being to minimise exposure to market risks (interest rate risk, foreign currency risk and price risk), credit risk, and liquidity risk.

Gearing										
The gearing ratio at the end of the reporting period was as follows:
CONSOLIDATED

Impairment on Inventory				

2016

Africa
Stock Provision

(1,438,292)

Stock Write Offs

1,337,268

358,335

(101,024)

2,487,183

2,128,847

Stock Provision

(1,489,996)

1,588,577

Stock Write Offs

1,763,665

1,142,777

273,668

2,731,354

172,644

5,218,537

Africa

9,156,546

7,191,103

Rest of world

2,781,302

113,403

11,937,848

7,304,506

Total segment impairment

Total long-term liabilities as disclosed in Note 21
Cash and cash equivalents as disclosed in Note 18
Net cash (debt)

Rest of world

2015

$

Total equity
Net cash (debt) ratio

$

12,095,125

5,096,001

(12,728,555)

(13,369,091)

(633,430)

(8,273,090)

66,790,545

76,666,850

0.9%

10.8%

Additions to property, plant and equipment

Total segment depreciation
Head Office companies
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834,236

621,789

12,772,084

7,926,295
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Categories of financial instruments								

Foreign currency risk management

The following table details the categories of financial instruments and their carrying values in the statement of financial position for the Group and

The Group’s activities expose it to the financial risks of changes in foreign currency exchange rates. To manage the Group’s risk to foreign currency
fluctuations and foreign exchange rate risk, the Group tries to match the currency of operating costs with the currency of revenue as well as the

Company.												
CONSOLIDATED
2015

2016
$

currency of financial assets with currency of financial liabilities. Financial assets and liabilities denominated in foreign currencies are reviewed regularly

COMPANY
2016

$

by management to ensure that the Group is not unduly exposed to foreign currencies. Further to this, the Group manages its exposure on foreign
cash balances by converting excess local currency cash to United States Dollar to minimise local currency cash balances maintained.

2015

$

$

The carrying amounts of the Group’s foreign currency denominated monetary assets, consisting of cash and cash equivalents, trade receivables and
other receivables, and monetary liabilities, consisting of trade and other payables, at 31 December 2016 are as follows:				

Financial Assets

Cash and cash equivalents

12,728,555

13,369,091

1,274,354

CONSOLIDATED

1,443,037

- Trade receivables

15,591,138

9,044,527

-

-

- Other receivables

-

-

3,877,185

-

- Affiliate accounts receivable

-

-

17,978,875

27,088,257

Fair value through profit or loss

405,893

-

-

-

Available-for-sale financial assets

910,350

222,032

-

-

29,635,936

22,635,650

23,130,414

28,531,294

Amortised Cost
- Trade and other payables

18,364,357

12,176,822

1,287,455

482,795

- Affiliate accounts payable

-

-

59,768,546

48,950,249

12,095,125

5,096,001

-

-

30,459,482

17,272,823

61,056,001

49,433,044

The carrying values of financial assets and financial liabilities in the Statement of Financial Position for the Group and Company approximate their fair
values.

$

$

2015

$

$

Australian Dollar

473,253

226,254

-

-

Botswana Pula

60,434

154,577

-

-

137,591

25,740

-

-

41,568

79,343

-

-

Chilean Peso
Egyptian Pound

404,494

540,446

-

-

South African Rand

2,711

24,343

-

-

Tanzanian Shillings

26,629

133,735

-

-

3,141

1,944

-

-

Serbian Dinar

3,062,537

-

-

-

All other currencies

1,363,541

200,476

-

-

5,575,899

1,386,858

-

-

Australian Dollar

965,618

780,212

79,693

46,294

Botswana Pula

159,780

213,479

-

-

Chilean Peso

139,919

96,025

-

-

Egyptian Pound

171,382

299,268

-

-

-

308,469

-

-

Zambian Kwacha

Financial liabilities

Mauritanian Ouguiya
South African Rand

252,646

117,893

116,078

25,629

Tanzanian Shillings

2,410,210

574,559

-

-

Zambian Kwacha

84

2016

Financial assets

Mauritanian Ouguiya

Financial liabilities

COMPANY

2015

2016

Loans and receivables

Long-term liabilities
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812,667

679,358

-

-

Serbian Dinar

1,277,580

-

-

-

All other currencies

2,942,725

665,223

59,093

9,132,527

3,734,486

254,864

71,923
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Foreign currency sensitivity analysis

Liquidity risk management								

The following table details the Group’s sensitivity to a 10% change in the United States Dollar against the relevant foreign currencies. The sensitivity

Ultimate responsibility for liquidity risk management rests with the Board of Directors. The Group manages liquidity risk by maintaining adequate

analysis includes the outstanding foreign currency denominated monetary items at year end and adjusts their translation for a 10% change in foreign

reserves, banking facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows, and by matching the maturity

currency rates. A positive number below indicates an increase in profit before tax where the United States Dollar strengthens by 10% against the

profiles of financial assets and liabilities. 										

relevant currency. For a 10% weakening of the United States Dollar against the relevant currency, there would be an equal and opposite impact on

Liquidity risk tables:

the profit before tax.					
CONSOLIDATED
2016
$

The following table details the Group’s remaining contractual maturity for its financial assets and liabilities with agreed repayment periods. The tables

COMPANY

2015

2016

$

for assets have been drawn up based on the undiscounted contractual maturities of the financial assets including interest that will be earned on

2015

$

those assets. The tables for liabilities represent undiscounted cash flows of financial liabilities based on the earliest date on which the Group can be

$

required to pay at the reporting date.			

Australian Dollar

90,063

46,400

98,826

6,067

Botswana Pula

(24,808)

(33,017)

-

-

Chilean Peso

(55,228)

73,954

-

-

Egyptian Pound

(58,336)

19,993

-

-

Mauritanian Ouguiya

(38,698)

(33,648)

-

-

South African Rand

10,615

8,505

18,654

2,329

Tanzanian Shillings

189,138

40,075

-

-

73,593

60,412

-

-

Zambian Kwacha
Serbian Dinar
All other currencies

(369,374)

755

30,643

39,860

(23,355)

41

(152,392)

222,534

94,879

8,437

Weighted
average

interest rate

1 month

1 - 3 months

$

$

3 months
-1 year

1 - 5 years

$

$

2016
Financial assets
Non-interest bearing loans and receivables

0.00%

15,591,138

-

-

-

Non-interest bearing

0.00%

9,589,153

7,219,724

1,555,480

-

Variable interest rate instruments

6.07%

95,125

-

2,000,000

10,000,000

9,684,278

7,219,724

3,555,480

10,000,000

Financial liabilities

Interest rate risk management
As a result of changes in interest rates, the Group is exposed to interest rate risk as entities in the Group borrow funds at variable interest rates and
therefore borrowing costs could increase with rate increases. The risk is managed by the Group by maintaining a conservative gearing ratio. The

As at 31 December 2016, the scheduled maturity of the long-term in liabilities including interest based on interest rates at the reporting date payable
within 3 months to one year, would be $2.9 million and between 1- 5 years $ 10.05 million.

Group’s exposures to interest rates on financial liabilities are detailed below.
Interest rate sensitivity analysis:
The sensitivity analyses below have been determined based on the exposure to interest rates at the Statement of Financial Position. For floating rate
liabilities, the analysis is prepared using the average balance outstanding for year. A 50 basis point increase or decrease is used when reporting interest
rate risk internally to key management personnel and represents management’s assessment of the reasonably possible change in interest rates.
If interest rates had been 50 basis points higher and all other variables were held constant, the Group’s profit before taxation for the year ended 31
December 2016 would decrease by $52,625 (2015: $53,819). This is mainly attributable to the Group’s exposure to interest rates on its variable rate

-

2015
Financial assets
Non-interest bearing loans and receivables

0.00%

9,044,527

-

-

Non-interest bearing

0.00%

10,863,183

853,196

460,443

-

Variable interest rate instruments

5.70%

96,001

-

-

5,000,000

10,959,184

853,196

460,443

5,000,000

borrowings. The decrease in the Group’s sensitivity to interest rates, is directly attributable to the variable interest rate long term debt facilities, offset
by the settlements that occurred during the year, as disclosed in Note 21.		

Equity price risk management
The Group’s holds equity investments and is therefore exposed to equity price risk arising from these investments. Equity investments are held for

Financing facilities
The following table details the Group’s secured loan facilities at the reporting date with a maturity date through to 2018 and which may be extended
by mutual agreement.

strategic purposes rather than trading purposes and the Group does not actively trade these investments.		

CONSOLIDATED

If equity prices had been 5% higher and all other variables were held constant, the Group’s profit before taxation for the year ended 31 December

2016

2016 would increase by $20,295 (2015: $3,807) the Group’s net equity would increase by $45,518 (2015: $11,102).

Credit risk management
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group. Credit risk relates to
potential exposure on trade and other receivables and bank balances.		
Before accepting any new customer, the Group assesses the potential customer’s credit quality and defines credit limits by customer. Limits attributed to
customers are reviewed annually. Amounts owing from the Group’s customers are continuously monitored. The Group currently provides drilling services
to a limited number of major and junior exploration and mining companies operating in the countries the Group operates in. Please refer to Note 15 for
the disclosure on concentration risk for trade receivables.
The credit risk on bank balances is limited because the counterparties are banks with high credit-ratings assigned by international credit-rating agencies.
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Financial liabilities

$

Utilised amount
Unutilised amount

2015
$

12,000,000

5,000,000

8,000,000

20,000,000

20,000,000

25,000,000
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Available-for-sale financial assets carried at fair value							

CONSOLIDATED

The Group’s available-for-sale financial assets are listed equity securities in the mining industry that measured at fair value at the end of each

2016

reporting period. The available-for-sale investments are designated as Level 1 in the fair value hierarchy. Their fair value is determined using quote bid

$

prices in an active market. The fair value of these available-for sale financial assets amounted to $910,350 (2015: $222,032).		
Fair Value through Profit and Loss							

Minimum lease payments

							

The Group’s hold options at Fair Value through Profit and Loss which is measured at fair value at the end of each reporting period. The Fair Value
through Profit and Loss investments are designated as Level 2 in the fair value hierarchy. The Fair Value of the options are determined by using the

2015
$

2016

2015

$

1,276,569

$

-

8,563

Leasing arrangements										

binominal option pricing model. The active quoted market of the share price is one of the inputs in the model, for determining the fair value of the

The Group has entered into several operating leases for premises, with a maximum period of five years. The Group does not have an option to

options. The fair value of these FVTPL investments amounted to $405,893.

purchase the leased asset at the expiry of the lease period.									

28. Auditor’s remuneration				

CONSOLIDATED

The Group auditors are Deloitte & Touche (South Africa) (“Deloitte”). The Group has engaged Deloitte and other audit firms to provide both audit and

2016

non-audit services to its various subsidiaries. 										
CONSOLIDATED
$

$

COMPANY

2015
$

2016

2016

$

$

Not longer than 1 year
Between 1 and 5 years

141,300

94,644

-

19,755

Tax services - Group

31,776

69,348

-

-

Other Services - Group

27,876

27,074

-

-

The audit of the Group’s subsidiaries

124,473

122,606

-

-

Non-audit services – subsidiaries

108,895

48,805

-

-

659,075

627,454

-

-

777,101

436,385

-

-

1,436,176

1,063,839

-

-

31. Commitments
The Group has the following commitments: 										

Fees paid to associates of the Group’s auditor

CONSOLIDATED
2016
$

Committed capital expenditure

Fees paid to other auditors
51,068

82,778

-

-

745

-

-

44,965

13,660

-

-

530,353

459,660

-

19,755

Non-audit services – subsidiaries
Tax services - subsidiaries

$

Non-cancellable operating lease commitments:

2015

$

Fees paid to the Group’s auditor

The audit of the Group’s subsidiaries

2015

$

COMPANY

2015

2016

The audit of the Group's annual Consolidated and Separate Financial Statements

2,837,178

COMPANY

www.capdrill.com

30. Lease commitments

Fair value measurements

1,493,276

COMPANY

2015
$

348,757

2016

2015

$

$

-

-

The Group had outstanding purchase orders amounting to $4.7 million (2015: $1.9 million) at the end of the reporting period of which $1.5 million
were for capital expenditure.			

32. Contingencies									
Zambia Tax

29. Related parties
During the year, the Company and its subsidiaries, in the ordinary course of business, entered into various sale and purchase transactions with related
parties of the Group. All transactions are entered into at amounts negotiated between the parties						
						

As disclosed in the prior year financial statements, Capital Drilling (Zambia) Limited is a party to various tax claims made by the Zambian Revenue
Authority for the tax years 2007 to 2013. On 30 April 2015, the Company received a tax assessment from the Zambian Revenue Authority totaling ZMW
144.1 million (USD equivalent: $13.1 million), inclusive of penalties and interest. The claims relate to various taxes, including income tax, value added
tax, payroll tax and withholding tax. Since the assessment date, Management have responded in detail to these claims, providing the Zambian Revenue

CONSOLIDATED
2016

2015

$

Authority with detailed analysis and arguments justifying the Company’s tax position. No amount has yet been paid in this regard and no additional

COMPANY
2016

$

$

2015
$

communication or actions were received from the Zambian Revenue Authority during the 2016 financial year regarding this matter. Capital Drilling
(Zambia) is currently dormant with no drilling revenue since November 2014. An amount of $1.6 million has been raised relating to certain areas of the
claim, however the Directors are of the opinion that a significant portion of the tax claim by the Zambia Revenue Authority is without merit. 		

Rental income received from subsidiaries

-

-

2,429,537

2,609,958

Service charges paid to subsidiaries

-

-

893,284

10,031,898

1,243,746

1,188,048

1,155,000

999,060

Directors’ emoluments

Tanzania Tax
Capital Drilling (T) Limited is a party to a payroll tax claim made by the Tanzania Revenue Authority for the tax years 2009 - 2015. During December
2016, the Company received an immediate demand notice from the Tanzania Revenue Authority for Tanzanian Shillings of 18,598,361,197 (US$
8,481,868), inclusive of penalties and interest. The claim relates to payroll taxes, however it should be noted that the assessment raised had no

Please refer to the Note 11 for relationship between parent and its subsidiaries as well as ultimate controlling party. 		
As at 31 December 2016 and 31 December 2015 there were loans payable to and receivable from the Company’s subsidiaries. Details of these loans
are disclosed in Note 17 and Note 23.		
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supporting documents to substantiate the assessment raised. Based on the lack of information for the basis of the assessment received by the
Tanzania Revenue Authority, management has duly objected against the assessment. The Tanzania Revenue Authority rejected the objection
submitted by the company without disclosing any grounds or details thereof for the disallowance. According to the Tanzanian Tax Law Sections
51(1) and (5) of the TAA 2015, a taxpayer is required to pay the tax not in dispute or one third of the assessed tax whichever is greater. It is prudent
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provides: “Where the taxpayer fails to pay the amount stated under subsection (5) within the time provided therein, the assessed tax decision shall be
confirmed as final tax assessment in terms of section 15(1)(a) of the Tax Revenue Appeals Act.” In accordance with the above-mentioned legislation,
management reached an agreement with the Tanzania Revenue Authority to pay $0.7 million in lieu of the one third of the assessed value. The full
amount of $0.7 million has been provided in the Annual Financial Statements for the period ending 31 December 2016. The Tanzania Tax Authority
upon receipt of the agreed amount would disclose the basis of assessment. The lack of disclosure by the Tanzania Revenue Authority results in
substantial uncertainty.
The Tanzania Tax Authority also raised a Withholding Tax liability of TZS 2,244,907,829 (US$ 1,024,268) inclusive of interest and penalties. This
pertains to the misinterpretation of the facts by the Tanzania Revenue Authority for assets that were purchased by Capital Drilling Tanzania and not
leased. The Tanzania Tax Authority interpreted these assets as a rental agreement for these assets rather than permanent acquisition of these assets,
which results in no Withholding Tax liability. Management lodge an objection on 14 November 2016, and paid an upfront payment of TZS 170,000,000
(US$ 77,564) in order to have the objection validated and acknowledged, as is required per subsection (9) in Section 51 of the Income Tax Act of
Tanzania. Based on above, management assessed no further liability with regards to this assessment.

33. Events post the reporting date

							

Mark Parsons, Chief Executive Officer and Director resigned from executive employment and the Board of Directors effective 28 February 2017. There
are no other material events that occurred subsequent to year end until approval of the financial statements.			

34. Approval of the Consolidated Financial Statements		
The financial statements set out on pages 47-90 were approved by the Board of Directors on 16 March 2017 in Mauritius.

Appendix: Glossary and
Alternative Performance
Measures

www.capdrill.com

to note that the Finance Act, 2016 has added a further subsection (9) in Section 51 regarding tax objections and assessments. The said amendment

Glossary
ARPOR

Average revenue / Average monthly utilised rigs

EBITDA

Earnings before interest, taxes, depreciation and amortisation

EBIT

Earnings before interest and taxes (Equal to profit (loss) from operations per the financial statements)

PBT

Profit (loss) before tax per the financial statements

NPAT

Profit (loss) after tax per the financial statements

NET CASH (DEBT)

Cash and cash equivalents less short term and long term debt

RETURN ON CAPITAL EMPLOYED (%)

Long Term EBIT / (Average total assets – Average current liabilities)

RETURN ON TOTAL ASSETS (%)

Long Term EBIT / Average total assets

AIFR

All incident frequency rate

DES

Drilling equipment standards

HSSE

Health, Safety, Social and Environment

KPI

Key Performance Indicator

LTI

Lost Time Injury

Reconciliation of alternative performance measures to the financial statements		
								
2016

2015

93,340,025

76,141,810

$

$

ARPOR can be reconciled from the financial statements as per the below:
Revenue per financial statements ($)
Non-drilling revenue ($)
Revenue used in the calculation of ARPOR ($)

Monthly Average Active Operating Rigs
Monthly Average Operating Rigs
ARPOR (rounded to nearest $’000)

3,085,558

2,526,043

90,254,437

78,667,853

42.5

34.9

94

97

177,000

188,000

26,307,893

22,370,478

(13,265,824)

(12,282,756)

13,042,069

10,087,722

EBITDA can be reconciled from the financial statements as per the below:
Gross profit per financial statements
Administration costs
EBITDA
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