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Hafren Scientific Limited  Strategic Report

Strategic Report
Hafren Scientific is a geological data acquisition and 
interpretation group with a presence on three continents 
and experience across the globe. It has vast experience 
in all phases of the oil and gas upstream industry, from 
exploration through development into production, both  
in a laboratory environment and at wellsite.

This has been a challenging year for the oil and gas sector, 
where the group principally operates, as exploration 
budgets have been curtailed for many of the group’s  
major clients following the decline in the oil price.

The recognition that the phases of the industry have very 
different demands and requirements has led the group 
to review its focus and approach to these increasingly 
diverse sectors. The group’s strategic decision has been 
to dedicate resource at a senior level and divisionalise our 
structure to establish a North American division focusing 
on unconventional plays and a separate International 
division that focuses on our traditional services 
(stratigraphic, reservoir quality, provenance and data 
products). The North American division’s focus  
(but not dedication) is on production phases, and uses 
the group’s technology and skills closer to the client’s 

point of production at wellsite, near field and rapid 
turnaround samples in the laboratory. The International 
division operates globally and uses all forensic techniques 
within the group’s portfolio to increase client’s geological 
insight and contribute to improving resource productivity. 
Increasingly, the industry is recognising the technical 
potential of elemental and mineralogical data and 
both divisions are committed to the development and 
commercialisation of new applications to provide clients 
with pragmatic and cost effective solutions. For the North 
American division this could include portable instruments 
giving near real-time analysis of samples for completion 
optimisation in multi-lateral shale plays, or in International 
with the combination of chemostratigraphic data and 
the application of state of the art laser spectrometry 
for forensic sandstone characterisation to improve 
connectivity modelling for enhanced production in 
Enhanced Oil Recovery (EOR) projects. This demonstrates 
that Hafren is evolving a service portfolio that aligns with 
the industry by developing a commercial strategy that 
creates new opportunities through innovation even in a 
challenging market place.

Financial Review and Key Performance Indicators
After a number of years of double digit percentage 
sales growth the slowdown in the sector has meant that 
turnover has failed to increase for the first time in the 
group’s history, but the combined group still managed 
to generate an EBITDA (earnings before interest, tax, 
depreciation and amortisation) of £278,039 (2014 - 
£883,327). The full year costs of the recruitment to deliver 
the multi-disciplinary service provision, combined with the 
sales stagnation, saw salaries rise as a percentage of sales 
from 42% in 2014 to 55% in 2015. The directors decided 
to react to the market conditions, immediately following 
the year end, reluctantly making a workforce reduction 
to correct this imbalance, with a significant reduction 
in number of employees, but ensuring that the core 
capability was retained.  

The momentum to expand the group’s presence still 
continued during the year and the Chemostrat Canada Ltd 
office was opened in Calgary and is now fully functional 
with staff and instruments available to perform analysis 

and providing wellsite capability. From the Chemostrat 
Australia hub in Perth the group has made advances in 
market penetration in South East Asia and New Zealand. 
Administrative costs were contained even with these 
activities, reducing over the prior year on an absolute basis 
(excluding depreciation and amortisation).

Fixed asset investment remained strong, the group now 
has a fully functioning ICP facility in two continents, the 
lab in Houston and the facility in Welshpool each now 
containing ICP-OES and ICP-MS and has the capability 
to analyse liquids and solids in Houston. 

The Business uses a number of measures to address 

performance. The key measures involve profitability, 

working capital and efficiency. The main measures are 

profit contribution and reinvestment in research and 

development. Accounts receivable days outstanding are 

also monitored as a critical component of cashflow.  

The results of the main KPI monitors are shown below. 

 2015 2014

Gross Profit Contribution (%) 51% 57%

Research & Development Costs as Percentage of Turnover (%) 3% 3%

EBITDA as Percentage of Turnover (%) 5% 14%

Operating Profit/(Loss) (%) (4%) 9%

Debtor Days 65 91
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Research & Development
As the metrics above illustrate and the tax credit on 

Page 12 reflects, the group places great emphasis on 

Research and Development. Initiatives have continued to 

be developed with client requirements and commercial 

deployment of new services at the forefront, but also 

incorporating conceptual project investment. Total 

Research and Development costs during the year, 

expensed and capitalised as intangibles, represent  

6% of turnover. 

Elemental analysis is pivotal to all Group activity, but the 

value derivation from the elemental analysis has been 

underutilised in the industry in limiting its technical and 

commercial application. Interpretation and modelling 

using elemental data initially acquired for stratigraphic 

purposes has demonstrated that the research and 

development programmes have been essential to a 

service provision beyond the group’s traditional offerings 
of pure stratigraphic boundaries and correlation. 
Hafren specialises in ‘alternative’ quantitative rather 
than qualitative stratigraphic techniques. The Group 
is developing multi-disciplinary quantitative datasets 
(geochemical, isotopic, mineralogical) to provide a 
comprehensive forensic insight into rock DNA to exploit 
any facets which improve reservoir characterization and 
correlation and ultimately improve production. Hafren 
can acquire these data but also standardise and integrate 
existing oil company data to maximize data mining. 
Furthermore, the Group is committed to extending our 
uncompromising analytical ethos from the laboratory 
to remote corestores and to the wellsite to ensure that 
the highest quality data is acquired and subsequent 
interpretation can made even when working in the most 
challenging settings. 

Risks and Uncertainties
The Group faces a number of risks and uncertainties in 
common with many other businesses in the sector.  
A principal uncertainty remains the continued depressed 
price of oil, a globally traded commodity; the trading 
price per barrel influences oil and gas companies’ 
decisions on investment. The Group continues to mitigate 
this risk in exploration budget by providing geological 
assistance to other phases in the well life cycle, optimising 
clients understanding of their assets and contributing 
to maximising of output. The Group has sought to 
concentrate on areas of relative political stability by 
focusing internal resources in the UK, Western Europe, 
USA, Australia and Canada, while maintaining a remote 
representation in Africa, Asia, the Middle East, South 
America and Eastern Europe from these hubs. The North 
American energy market of shale oil and gas production 

remains robust but competitive and significant global 
differences in investment by national and international oil 
companies remain.  

The Board will continue to review existing policies on 
interest rates and debt, liquidity and foreign currency risks 
in the coming period. The Group’s gross debt to equity 
ratio is approximately 26% (net zero), which the Board 
considers to be prudent. The Board remains confident in 
the ability of the Group to maintain funding for its needs  
in this area.

As with many businesses of its size and concentration 
on senior managers’ capability, the Group has taken out 
key man insurance on the lives of fee-earning directors in 
order to minimise any risk of disruption from loss. It will 
seek to address risks for other employees as appropriate.
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Unconventional plays have continued to increase in 
importance in the global mix of oil and gas developments 
and their requirements for successful deployment are 
sufficiently different from conventional plays that we 
have created a division specifically targeting these 
plays. Unconventional plays are typically those that have 
restricted porosity/permeability reservoir rocks and 
therefore require multi-lateral completions, with reservoir 
stimulation (fracking) for commercial success. In the 
current and foreseeable environment, these plays are 
largely being developed in North America, which is where 
the unconventional division is focussed.

The capital costs of unconventional wells is increasingly 
bias toward the completions aspects, rather than drilling 
operations, with modern multi-laterals commonly having 
a 60:40 cost split in favour of the completions. This is a 
key factor in determining which services to deploy, with an 
emphasis on the need to be focussed on providing clients 
with efficient completions.

Key to commercial success in unconventional plays is 
flexibility of analyses types and location of analyses. For 
this reason, the Group has invested in instruments that 
can provide data rapidly both in the lab and in core stores. 
These instruments, including portable XRF’s, Handheld 
XRF’s and portable FTIR systems, combined into our 
Portable Solutions Service, allow a rapid response to 
client’s requirements. Registration with ISNetworld®, an 
online facility to maintain safety, insurance, quality and 
regulatory information on contractors also enhances client 
confidence in Divisional capability.

Part of the unconventional tool-kit is applications at 
wellsite. To that ends, the Division has employed a 
dedicated North American Wellsite Manager. Hafren 
has also signed an agreement with Belloy Petroleum 
Consulting Ltd (Belloy), a Calgary-based supplier of 
wellsite services to the North American market. This 
association provides the Group with a means to deploy 
equipment in Canada and the US, using experienced 
Belloy wellsite staff. The Group has also located Canadian 
Portable Service instruments close to Belloy HQ in Calgary, 
providing analaytical services for both the Unconventional 
and Conventional Divisions.

With increased use of portable instruments for analysis, 
the division between laboratory analyses, portable 
analyses and wellsite analyses has become increasingly 
blurred. Accordingly, Chemostrat Inc has relocated to 
occupy the same premises as Origin Inc with all staff 
reporting to a single Divisional Manager. 

The Origin Laboratory in Houston has expanded its 
ICP capability to include liquids and organics analysis, 
the aim being to provide these services beyond the oil 
and gas industry in 2015/16. Laboratory capability has 
been increased with the commissioning of a LECO TOC 
instrument and the provision of additional XRF, HH-XRF 
and FTIR. In addition, the laboratory is now capable of 
processing vast numbers of core and cuttings samples 
including heavy oil samples, where the heavy oil needs 
removing prior to further analysis. 

Review of Operations: 
US Shale and Wellsite division

®

CHEMOSTRAT
WELLSITE
SERVICES



The International division encompasses global geological 

work, including over 30 non-exclusive data sets wherever 

located – from the traditional Northern European bases, 

these now extend to Canada, Africa and Australasia.

The Division has established a series of specialist teams 

to diversify its service portfolio including the Sandtrak 

provenance unit, Portable Solutions for offsite analysis and 

Chemostrat Oil Services for oil to source correlations.  

Each of these teams can provide an analytical and 

interpretative service although each currently has a 

restricted capacity. In particular Hafren has commercialised 

new laser based technology that is revolutionising 

sediment provenance mapping in frontier exploration and 

also is applicable to high resolution sandstone reservoir 

connectivity modelling in development and Enhanced Oil 

Recovery (EOR) scenarios. The Group has also invested in 

analytical and data modelling techniques to simulate rock 

petrophyiscal response thereby providing cost effective 

alternatives to expensive wireline log deployments and 

which are suitable for wellsite deployment. Each sector 

has significant growth potential with investment in sales, 

technical staff and equipment. Strengthening these teams 

provides new specialised data for non-exclusive reports, 

but also the potential for continuation sales in subsequent 

propriety development phases of fields. Portable Solutions 

ensures that data can be acquired in remote countries (to 

avoid sample export restrictions) for non-exclusive reports, 

whereas Sandtrak and Oil Services provide data to ground 

truth palaeo-environmental models and proving petroleum 

systems. The Group’s vision is to consolidate and maximise 

the latent commercial potential in its non exclusive data 

by continuing to develop a multidisciplinary data resource 

centre that can be accessed for an array of interpretative 

strategies ranging from stratigraphic correlation, reservoir 

quality, provenance and rock properties.
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The Sandtrak® Pathway

sandtrak®

The geographic spread of the Group’s services remains 

strong and has been developed further during the year:

Sub-Saharan African International and National 
Oil companies have commissioned studies and 
expressed further interest in expansion of the 
opportunities. 

The emerging New Zealand market has been an 
expansion area for the Group, with new business 
gained in this region.

A carefully concentrated marketing effort has 
been rewarded with new relationships in Asia with 
companies in Malaysia, Indonesia, Thailand and 
Vietnam. Additional routes to market are being 
secured in the Middle East and in South America. 

Despite political tensions in the region, the Group 
has received encouragement with expressions of 
interest in several Middle Eastern countries.

The Group has been involved in several invitations 
to tender in South America for National Oil 
companies. 

Having assisted other service companies over the 
previous decade, the Group’s first independent 
offshore (North Sea) well-site deployment was 
successfully completed during the year.

Review of Operations:  
International division

®
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I would like to extend my grateful thanks to of all of the 

Group’s employees for all the dedication and hard work 

which contributed towards this period of continued 

growth in services. 

On behalf of the board

Tim Pearce
Managing Director,  26th November 2015.

Board
While the Board composition remains unchanged, 

the Group’s divisional realignment as described in the 

Strategic Review now means Dr Ken Ratcliffe has the remit 

to develop the North American division and Dr Tim Pearce 

has responsibility for the expansion of the International 

division. Eddie Merrick, noted in last year’s Annual Report 

as relocated to Perth for an extended period, has now 

returned to the UK. 

Chairman            Non-Executive Director

Executive Directors

Ruth Bridge

Dr Tim Pearce

Employees

Dr Carol Bell Mike Gulliford

Company Secretary

Dr Ken Ratcliffe John Martin Eddie MerrickJim Booth
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The Directors present their report and audited financial statements of the Group for the year ended 31st August 2015.

Business Review
The Directors have prepared a strategic review of the Group to provide an analysis of the development and performance 

of the business during the financial year and it’s position at the end of the year. This is set out on pages 1 to 7. 

Directors’ Report

Results and Dividends
The consolidated Profit and Loss Account for the period is set out on page 12. The consolidated profit after taxation in 

the period amounted to £49,223 (2014: £383,225). 

Details of Dividends paid in the period can be found on page 20.

Directors and Advisers
The directors set out in the table below have held office since 1 September 2014 to the date of this report unless 

otherwise stated. 

 Mike Gulliford  Director (Non-Executive) (appointed 10th July 2014)

 Dr Carol Bell  Chairman (Non-Executive) (appointed 1st December 2014)

 Dr Tim Pearce   Managing Director

 Dr Ken Ratcliffe   Sales Director

 John Martin   Technical Director

 Eddie Merrick   Marketing Director 

 Jim Booth   Commercial Director 

Details of Directors’ remuneration are set out on page 19.

 

 Secretary

 Ruth Bridge  

Auditor:     Registered Office:

RSM UK Audit LLP      1 Ravenscroft Court
(formerly Baker Tilly UK Audit LLP)     Buttington Cross Enterprise Park
Chartered Accountants    Welshpool
Steam Mill     Powys
Steam Mill Street     SY21 8SL
Chester     
CH3 5AN
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Statement as to disclosure 
of information to auditor

The directors who were in office on the date of approval 

of these financial statements have confirmed, as far as 

they are aware, that there is no relevant audit information 

of which the auditor is unaware. Each of the directors 

have confirmed that they have taken all the steps that 

they ought to have taken as directors in order to make 

themselves aware of any relevant audit information and to 

establish that it has been communicated to the auditor.

Auditor
RSM UK Audit LLP (formerly Baker Tilly UK Audit LLP) was reappointed in the year and has indicated its 

willingness to continue in office.

By order of the board

R. E. Bridge
Company Secretary

26th November 2015.
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The directors are responsible for preparing the Strategic 

Report and the Directors’ Report and the financial 

statements in accordance with applicable law and 

regulations.

Company law requires the directors to prepare financial 

statements for each financial year. Under that law the 

directors have elected to prepare the financial statements 

in accordance with United Kingdom Generally Accepted 

Accounting Practice (United Kingdom Accounting 

Standards and applicable law). 

Under company law the directors must not approve the 

financial statements unless they are satisfied that they give 

a true and fair view of the state of affairs of the group and 

the company and of the profit or loss of the group for  

that period. 

In preparing those financial statements, the directors are 

required to:

a. select suitable accounting policies and then apply   
 them consistently;

b. make judgements and accounting estimates that are  
 reasonable and prudent;

c. prepare the financial statements on the going concern  
 basis unless it is inappropriate to presume that the  
 company will continue in business.

The directors are responsible for keeping adequate 

accounting records that are sufficient to show and explain 

the group’s and the company’s transactions and disclose 

with reasonable accuracy at any time the financial position 

of the group and the company and enable them to ensure 

that the financial statements comply with the Companies 

Act 2006. They are also responsible for safeguarding the 

assets of the company and hence for taking reasonable 

steps for the prevention and detection of fraud and  

other irregularities.

Directors’ Responsibilities in the  
preparation of Financial Statements
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Independent Auditor’s Report to the Members of 
Hafren Scientific Limited  
We have audited the group and parent company financial 
statements on pages 12 to 27. The financial reporting 
framework that has been applied in their preparation is 
applicable law and United Kingdom Accounting Standards 
(United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the company’s members, 
as a body, in accordance with Chapter 3 of Part 16 of the 

Companies Act 2006. Our audit work has been undertaken 
so that we might state to the company’s members those 
matters we are required to state to them in an auditor’s 
report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility 
to anyone other than the company and the company’s 
members as a body, for our audit work, for this report, or for 
the opinions we have formed.

Respective responsibilities of directors and auditor

As more fully explained in the Directors’ Responsibilities 
Statement set out on page 10, the directors are 
responsible for the preparation of the financial statements 
and for being satisfied that they give a true and fair view. 
Our responsibility is to audit and express an opinion on 

the financial statements in accordance with applicable law 
and International Standards on Auditing (UK and Ireland). 
Those standards require us to comply with the Auditing 
Practices Board’s (APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements
A description of the scope of an audit of financial 
statements is provided on the Financial Reporting 

Council’s website at:

http://www.frc.org.uk/auditscopeukprivate.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic 
Report and the Directors’ Report for the financial year for 

which the financial statements are prepared is consistent 
with the financial statements.

Matters on which we are required to report by exception

● adequate accounting records have not been kept by  
 the parent company, or returns adequate for our audit  
 have not been received from branches not visited by  
 us; or
● the parent company financial statements are   
 not in agreement with the accounting records   
 and returns; or

● the parent company financial statements are not in  
 agreement with the accounting records and returns; or
● certain disclosures of directors’ remuneration specified  
 by law are not made; or
● we have not received all the information and   
 explanations we require for our audit 

GRAHAM BOND FCA (Senior Statutory Auditor)

For and on behalf of RSM UK AUDIT LLP, (formerly Baker Tilly UK Audit LLP), Statutory Auditor

Chartered Accountants

Steam Mill, Steam Mill Street, Chester CH3 5AN

26th November 2015

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

Opinion on financial statements

In our opinion the financial statements:
● give a true and fair view of the state of the group’s and  
 parent company’s affairs as at 31 August 2015 and of  
 its profit for the year then ended;

● have been properly prepared in accordance with   
 United Kingdom Generally Accepted Accounting   
 Practice; and
● have been prepared in accordance with the require 
 ments of the Companies Act 2006.
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Consolidated profit and loss  
account for the year ended  
31 August 2015

   Notes        2015    2014

   £ £

  

TURNOVER 1 5,657,758 6,202,249

Cost of sales    (2,741,421) (2,657,602)

Gross profit  2,916,337 3,544,647

Administrative expenses  (3,175,305) (3,030,094)

Other operating income 2 19,818 17,140

OPERATING (LOSS) PROFIT 4 (239,150) 531,693 

 

Interest payable and similar charges 6 (29,280) (518)

Interest receivable  636 225 

 

(LOSS) / PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION  (267,794) 531,400

Taxation 7 317,017 (148,175) 

 

PROFIT FOR THE FINANCIAL YEAR 23 49,223 383,225

All of the above information relates to continuing operations.

There are no recognised gains or losses other than those recognised in the profit and loss account.
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Consolidated balance sheet
as at 31 August 2015
   Notes        2015   2014

   £ £

  

FIXED ASSETS
Tangible assets 10 1,245,435 1,011,867

Intangible assets 11 306,623 317,680

   1,552,058 1,329,547

CURRENT ASSETS
Debtors 13 1,597,297 1,874,538

Cash at bank and in hand  824,065 379,970

   2,421,362 2,254,508

CREDITORS: Amounts falling due within one year 14 (554,542) (715,341)

NET CURRENT ASSETS  1,866,820 1,539,167

TOTAL ASSETS LESS CURRENT LIABILITIES  3,418,878 2,868,714

CREDITORS: Amounts falling due after more than one year 15 (534,627) (110,414)

ACCRUALS AND DEFERRED INCOME 16 (108,968) (89,133)

PROVISIONS FOR LIABILITIES AND CHARGES 17 (60,643) (52,982)

   2,714,640 2,616,185

 

CAPITAL AND RESERVES
Called up share capital  22 100 100

Profit and loss account 23 2,714,540 2,616,085

SHAREHOLDERS’ FUNDS  2,714,640 2,616,185

The financial statements on pages 12 to 27 were approved by the board of directors and authorised  

for issue on 26th November 2015 and are signed on their behalf by:

         J Booth                                                                                      Company Registration No. 06769895

        Director                                                                                    
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Company balance sheet
as at 31 August 2015

   Notes        2015    2014

   £ £

  

FIXED ASSETS
Tangible assets 10 89,780 105,420

Investments 12 1,286 1,286

   91,066 106,706

CURRENT ASSETS
Debtors 13 1,034,618 980,170

Cash at bank and in hand  567,959 42,017

   1,602,577 1,022,187 

 

CREDITORS: Amounts falling due within one year 14 (362,901) (191,415)

NET CURRENT ASSETS  1,239,676 830,772

TOTAL ASSETS LESS CURRENT LIABILITIES  1,330,742 937,478

CREDITORS: Amounts falling due after more than one year 15 (373,641) -

ACCRUALS AND DEFERRED INCOME 16 (5,307) (6,633)

PROVISIONS FOR LIABILITIES AND CHARGES 17 (7,250) -

   944,544 930,845

 

CAPITAL AND RESERVES
Called up share capital  22 100 100

Profit and loss account 23                 944,444          930,745 

SHAREHOLDERS’ FUNDS  944,544 930,845

The financial statements on pages 12 to 27 were approved by the board of directors and authorised  

for issue on 26th November 2015 and are signed on their behalf by:

         J Booth                                                                                      Company Registration No. 06769895

        Director                                                                                    

 



15

Group cash flow statement
for the year ended 31 August 2015

               2015     2014  

   £  £

  

Cash Inflow from operating activities (Note 24)  666,895  447,014

RETURNS ON INVESTMENT AND SERVICING OF FINANCE
Interest Paid  (29,280)  (518)
Interest Received  636  225

   (28,644)  (293)

TAXATION
Corporation Tax Paid (UK, US and Australia)  (66,459)  (338,023) 
 
   (66,459)  (338,023)

CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Payments to acquire tangible fixed assets  (345,896)  (664,037) 
Payments to acquire intangible fixed assets  (192,124)  (209,547)
Receipt of capital grant  39,584  97,596
 
   (498,436)  (775,988)

EQUITY DIVIDENDS PAID
Dividends Paid  -  (20,000)  
 
   -  (20,000)

FINANCING
New secured loan  500,000  100,000 
Repayment of loan  (48,575)  (1,667)
Repayment of asset finance   (80,686)  -

   370,739  98,333
 
Net cash inflow from operating activities  444,095  (588,957)

RECONCILIATION OF NET CASHFLOW TO MOVEMENT IN NET DEBT
               2015     2014
   £  £

Increase / (decrease) in cash in year  444,095  (588,957)
Cash inflow from debt financing  (370,739)  (98,333)
New finance leases  (189,702)  (50,214)

Movement in net debt in year  (116,346)  (737,504)
Net funds at 1st September  231,423  968,927

Net funds at 31st August  115,077  231,423
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Accounting Policies
Basis of accounting 
The financial statements have been prepared under the historical cost convention, and in accordance with 
applicable accounting standards.

Going Concern
The financial statements have been prepared on a going concern basis which assumes that the group will 
continue in operational existence for the foreseeable future.  The directors have reviewed and approved 
detailed cash flow forecasts for the period to August 2017.  The forecasts demonstrate that the group has 
an operational business generating positive cash flows in the foreseeable future.  On this basis the  
directors believe that it is appropriate to prepare the financial statements on a going concern basis.

Consolidation
The consolidated financial statements incorporate the financial statements of the company and all group 
undertakings. These are adjusted as appropriate to conform to group accounting policies. As a consolidated 
group profit and loss account is published a separate profit and loss account for the parent company is 
omitted by virtue of section 408 of the Companies Act 2006.

Turnover
Turnover is recognised at the fair value of the consideration received or receivable for sale of goods and 
services in the ordinary nature of the business. Turnover is shown net of Value Added Tax, of goods and 
services provided to customers and, in the case of long term contracts, credit is taken appropriate to the 
stage of completion when the outcome of the contract can be ascertained with reasonable certainty.

Internally generated intangible asset - research and development
Expenditure on research activities is recognised as an expense in the period in which it is incurred.  
Development costs are only capitalised when the related products meet the recognition criteria of an  
internally generated intangible asset, the key criterion being as follows:

●  technical feasibility of the completed intangible asset;
●  the probability of future economic benefits;
●  the reliable measurement of costs; and 
●  the ability and intention of the company to use or sell the intangible asset.

Expenses for research and development include associated material preparation and analysis costs and 
other directly attributable overheads. The identifiable expenditure is then amortised over the period during 
which the benefit is expected to occur. Provision is made for any impairment. All research and other  
development costs are written off as incurred.

Fixed assets
All fixed assets are initially recorded at cost.

Depreciation
Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over the 
useful economic life of that asset as follows:

Leasehold property - over the term of the lease

Plant & Machinery  - 20% reducing balance

Fixtures & Fittings - 20% reducing balance

Equipment  - 20% reducing balance
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Amortisation 
Amortisation is calculated on development expenditure to write off the cost of the asset over the period  

during which benefit is expected to occur.

Leasing and Hire Purchase
Where assets are financed by leasing agreements that give rights approximating to ownership  

(“finance-leases”), the assets are treated as if they had been purchased outright. The amount capitalised is 

the present value of the minimum lease payments payable during the lease term. The corresponding leasing 

commitments are shown as obligations to the lessor. Lease payments are treated as consisting of capital and 

interest elements, and the interest is charged to the profit and loss account in proportion to the remaining 

balance outstanding.

All other leases are “operating leases” and the annual rentals are charged to the profit and loss account on a 

straight line basis over the lease term.

Pension costs
The group operates a defined contribution pension scheme for employees. The assets of the scheme are held 

separately from those of the company. The annual contributions payable are charged to the profit and loss 

account.

Deferred taxation
Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the 

balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a 

right to pay less tax in the future have occurred at the balance sheet date. Timing differences are differences 

between the company’s taxable profits and its results as stated in the financial statements that arise from the 

inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in 

the financial statements.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which timing 

differences are expected to reverse, based on tax rates and laws that have been enacted or substantively  

enacted by the balance sheet date. Deferred tax is measured on a non-discounted basis.

Share based compensation
Equity-settled and cash-settled payments are issued to certain employees. Equity-settled share-based 

payments are measured at fair value at the date of grant. The fair value is determined at the grant date of 

equity-settled share-based payments and is expensed on a straight-line basis over the vesting period, based 

on the shares that will eventually be vest, if the amount is material.

The fair value is measured by the use of the Black-Scholes option pricing model. The expected life in the 

model has been adjusted, based on the management’s best estimate, for the effect of non-transferability, 

exercise restrictions and behavioural considerations.

A liability equal to the portion of the goods or services received is recognised at the current fair value 

determined at each balance sheet date for cash-settled share-based payments. Changes in fair value are 

recognised through the profit and loss account.

Certain employees have the ability to purchase the company’s ordinary shares at a fixed price. An expense 

based on an estimate of the discount related to shares expected to vest is recognised on a straight-line basis 

over the vesting period.



Accounting Policies  Hafren Scientific Limited

Foreign currencies
Assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at the 

balance sheet date. Transactions in foreign currencies are translated into sterling at the rate of exchange ruling 

at the date of the transaction. Exchange differences are taken into account in arriving at the  

operating profit.

Assets, liabilities and results of overseas subsidiaries are translated at the rate ruling at the balance sheet date. 

Exchange differences arising are dealt with through reserves.

Financial Instruments
Financial liabilities and equity instruments are classified according to the substance of the contractual  

arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets 

of the entity after deducting all of its financial liabilities.

Investments
Fixed asset investments are stated at cost less provision for permanent diminution in value.

Deferred government grants
Deferred government grants in respect of capital expenditure are treated as deferred income and are  

credited to the profit and loss account over the estimated useful life of the assets to which they relate.
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Notes to the Financial Statements

1 TURNOVER 
 Overseas turnover amounted to 77% (2014 - 87%) of the total turnover for the year.

2 OTHER OPERATING INCOME  2015 2014
   £ £

 Release of grant  19,749 16,754
 Other operating income  69 386

   19,818 17,140
 
3  PARTICULARS OF EMPLOYEES  2015 2014
 The average number of staff employed by the group during the financial year: No. No.
 Number of Direct Employees  61 51
 Number of Indirect Employees  24 21

   85 72

 The aggregate payroll costs of the above:  £ £
 Wages and Salaries  2,839,257  2,357,872
 Social Security Costs  245,051  211,989
 Pension  52,769  41,797
 
   3,137,077 2,611,658

4 OPERATING PROFIT
 Operating profit is stated after charging/(crediting):  2015 2014
   £ £

 Directors’ remuneration  449,166 449,699
 Directors’ pension contributions  18,639 17,226
 Amortisation of government grants  (19,749) (16,754)
 Amortisation of development costs  203,181 127,427
 Depreciation of owned fixed assets  267,141 213,048
 Depreciation of leased assets  46,867 11,159
 Share based compensation  10,000 17,445
 Auditors remuneration  21,100 21,100
 Operating lease costs – land and buildings  213,029 206,136

5 DIRECTORS’ REMUNERATION  2015 2014
 The directors aggregate remuneration in respect of qualifying services: £ £

 Remuneration Receivable  449,166 449,699
 Pension  18,639 17,226
 
   467,805 466,925

   2015 2014
 Remuneration of highest paid director:  £ £

 Remuneration Receivable  102,013 103,204
 Pension  3,378 3,052

   105,391 106,256

 The number of directors who are accruing benefits under   2015 2014 
 company pension schemes was as follows:  No No

 Money purchase schemes  5 5
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6 INTEREST PAYABLE  2015 2014
   £ £
 
 On loans and overdrafts  29,280 518
 

   29,280 518

7 TAXATION ON ORDINARY ACTIVITIES 
 (a) Analysis of charge in the year  2015 2014
   £ £
 
 Current tax:

     UK Corporation tax based on the results for the year at 20% (2014 - 21%) - 97,048
    (Over)/under provision in prior year  (324,678) (33,959)
    Overseas Tax  - 72,732

 Total current tax  (324,678) 135,821
 
 Deferred tax:

    Origination and reversal of timing differences  7,661 12,354

 Tax on profit on ordinary activities  (317,017) 148,175

 (b) Factors affecting current tax charge 
   2015 2014
   £ £

 Profit on ordinary activities before taxation  (267,794) 531,400

 Profit on ordinary activities by rate of tax  (53,559) 111,594

 Effects of:
 Expenses not deductible for tax purposes  12,733 7,292
 Capital allowances for period less than / (in excess of) depreciation 13,624 (22,281)
 Change in tax rate  - 3,492
 Marginal relief  - (589)
 (Over)/under provision in prior year  (324,678) (33,959)
 Adjustment for Overseas Tax  40,310 54,120
 Other timing differences  (13,108) 16,152

 Total current tax (note 5(a))  (324,678) 135,821

8 DIVIDENDS

 Equity dividends  2015 2014
   £ £
 Paid during the year:

 Dividends on equity shares £Nil (2014: £200) per share.  - 20,000
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9 PROFIT ATTRIBUTABLE TO PARENT COMPANY   2015 2014
   £ £

 Dealt with in the financial statements of the parent undertaking  3,699 134,947

10 TANGIBLE FIXED ASSETS
 
 Group Leasehold Plant &  Fixtures &  Office
  Improvements Machinery Fittings Equipment Total
  £ £ £ £ £
 
 Cost
 At 1 September 2014 427,655 1,016,109 82,607 224,714 1,751,085
 Additions         157,206 368,177 528 9,688 535,599
 Currency adjustment                7,047 9,055 564 302 16,968

 At 31 August 2015 591,908 1,393,341 83,699 234,704 2,303,652

 Depreciation
 At 1 September 2014              151,783 442,770 30,229 114,436 739,218
 Charge for the year  90,141 191,749 10,465 21,653 314,008
 Currency adjustment                     1,780 2,207 906 98 4,991

 At 31 August 2015 243,704 636,726 41,600 136,187 1,058,217

 Net book value
 At 31 August 2015 348,204 756,615 42,099 98,517 1,245,435

 At 31 August 2014 275,872 573,339 52,378 110,278 1,011,867

 The net book value of plant and machinery includes £187,469 (2014: £44,634) in respect of 
 assets secured under hire purchase and finance agreements.
 
 Company Leasehold Plant &  Fixtures &  Office
  Improvements Machinery Fittings Equipment Total
  £ £ £ £ £
 
 Cost
 At 1 September 2014 152,182 18,293 3,451 86,625 260,551
 Additions         - - - 1,636 1,636

 At 31 August 2015 152,182 18,293 3,451 88,261 262,187

 Depreciation
 At 1 September 2014             110,828 6,098 2,027 36,178 155,131
 Charge for the year  4,135 2,439 285 10,417 17,276

 At 31 August 2015 114,963 8,537 2,312 46,595 172,407

 Net book value
 At 31 August 2015 37,219 9,756 1,139 41,666 89,780

 At 31 August 2014 41,354 12,195 1,424 50,447 105,420
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Chemostrat Limited  100%

Origin Analytical Limited 100%

Origin Analytical Inc*  100% 

Origin Analytical Pty Limited*           100% (a)

Chemostrat MENA Limited 100% (a)

Chemostrat Inc  100%

Chemostrat Australia Pty Limited   100%

Chemostrat Canada Limited*    100%

Chemostrat Wellsite Services Limited 100% (a)

Chemostrat Wellsite Services Pty Limited*   100% (a) 

Chemostrat Wellsite Services Inc*  100% (a)

(a) Dormant

11 INTANGIBLE FIXED ASSETS
 

 Development Costs      Group

      £

 Cost

 At 1 September 2014     693,252

 Additions             192,124

 At 31 August 2015     885,376

 Amortisation

 At 1 September 2014                 375,572

 Charge for the year      203,181

 At 31 August 2015     578,753

 Net book value

 At 31 August 2015     306,623

 At 31 August 2014      317,680

     

12 INVESTMENTS

 Company     £

 Cost and Net Book Value

 

 As at 1 September 2014 and 31 August 2015    1,286

 The following were the principal operating subsidiaries during the year. Shares are held directly by   

 Hafren Scientific Ltd except where marked by an asterisk * where they are held by a subsidiary  

 undertaking: 

Incorporated
in England  
and Wales

Incorporated
in 

USA

Incorporated
in 

Australia

Incorporated
in 

Canada
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13 DEBTORS  2015 2014 2015 2014
   Group Group Company Company
   £ £ £ £

 Trade debtors  1,011,978 1,578,557 2,977 456
 Prepayments and accrued income  209,856 257,950 30,740 34,657
 Other debtors  - 9,375 - 9,375
 Corporation Tax  375,463 - 43,539 -
 Deferred Tax  - - - 1,359
 VAT  - 28,656 5,874 11,736
 Amounts due from group undertakings - - 951,488 922,587
 ---------------------------- ---------------------------- ---------------------------- ----------------------------
   1,597,297 1,874,538 1,034,618 980,170

14 CREDITORS:   2015 2014 2015 2014
 Amounts falling due   Group Group Company Company
 within one year  £ £ £ £

 Loans  117,784 20,000 97,784 -
 Obligations under hire purchase and 
 finance agreements  56,578 18,133 - -
 Trade creditors  127,585 364,841 33,122 30,819
 Amounts owed to group undertakings  - - 149,087 8,702
 Corporation tax  - 8,013 - 62,822
 PAYE and social security  58,561 63,665 48,724 48,386
 VAT  1,454 - - -
 Other creditors  158,793 169,912 2,607 2,508
 Accruals and deferred income  33,787 70,777 31,577 38,178

   554,542 715,341 362,901 191,415
 
15 CREDITORS:   2015 2014 2015 2014
 Amounts falling due   Group Group Company Company
 after more than one year  £ £ £ £

 Bank loan  58,333 78,333 - - 
 Other loan  373,641 - 373,641 - 
 Obligations under hire purchase and  
 finance agreements  102,653 32,081 - -

   534,627 110,414 373,641 - 

 A bank loan is repayable by equal monthly instalments until 2019 and bears interest at a rate of 2.95% over the  
 Bank of England base rate. The other loan is from Finance Wales and is repayable by equal monthly instalments  
 until January 2020 and bears interest at a rate of 5% per annum. The loans total £549,758 (2014: £98,332) and  
 are secured by a fixed and floating charge over the assets and undertakings of Chemostrat Limited, Origin 
 Analytical Limited and Hafren Scientific Limited.

 Three obligations under hire purchase and finance agreements are repayable by equal monthly instalments until  
 2018. Asset Finance total £159,231 (2014: £50,213) and are secured by a fixed and floating charge over the assets  
 and undertakings of Chemostrat Limited, Origin Analytical Limited and Hafren Scientific Limited.

 Assets secured by hire purchase and finance agreements are included within the financial statements of Origin  
 Analytical Ltd, Chemostrat Inc and Origin Analytical Inc.

 Repayment of debt:     2015 2014
     £ £

 Within one year    174,362 38,133
 Within two to five years    534,627 110,414

     708,989 148,547
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16 ACCRUALS AND DEFERRED INCOME  2015 2014 2015 2014
   Group Group Company Company
   £ £ £ £

 Deferred Government Grants (see note 18) 108,968 89,133 5,307 6,633

17 PROVISIONS FOR LIABILITIES AND CHARGES
   2015 2014 2015 2014
   Group Group Company Company
   £ £ £ £

 Deferred Taxation  60,643 52,982 7,250 (1,359)
 
 Deferred tax is provided at 20% (2014: 21%)
 Analysed over the following timing differences:
    
 Accelerated capital allowances  60,643 52,982 7,250 (1,359)
 
 At 1 September   52,982 40,628 (1,359) 8,322
 Transferred to profit and loss account   7,661 12,354 8,609 (9,681)

 At 31 August   60,643 52,982 7,250 (1,359)

18 GOVERNMENT GRANTS    2015 2014

 Group    £ £        
 Received and receivable:  
 At 1 September     152,412 54,816
 Additions    39,584 97,596

 At 31 August     191,996 152,412
  
 Amortisation:  
 At 1 September     63,279 46,525
 Credit to profit and loss account    19,749 16,754

 At 31 August     83,028 63,279
  
 Net balance at 31 August     108,968 89,133

     2015 2014 

 Company    £ £        
 Received and receivable:  
 At 1 September     20,487 20,487
 Additions    - -

 At 31 August     20,487 20,487
 
 Amortisation:  
 At 1 September     13,854 12,197
 Credit to profit and loss account    1,326 1,658

 At 31 August     15,180 13,854
 
 Net balance at 31 August     5,307 6,633

19 COMMITMENTS UNDER OPERATING LEASES
 
  At 31st August the Group had aggregate annual commitments for land and buildings under  
 non-cancellable operating leases as set out below: 
     2015 2014
     £ £

 Operating leases which expire:  
 Within one year    1,323 23,327
 Within one to five years    13,421 28,594
 After more than five years    157,947 147,172

 Total    172,691 199,093

 
 There are no commitments under operating leases within the parent company.
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20 RELATED PARTY TRANSACTIONS

 The directors have taken exemption in accordance with Financial Reporting Standard 8 not to   
 disclose related party transactions with other group companies.
 
 The company paid Ottoman Limited, a company of which N D Bankes was a director, £Nil (2014:  
 £21,139) for consultancy services in the period. As at the year-end an amount of £Nil was owing to  
 Ottoman Limited (2014: £Nil).

 The company paid Interconsult Limited, a company of which M Gulliford is a director, £31,128   
 (2014: £11,329) for consultancy services in the period. As at the year-end an amount of £3,100 
 was owing to Interconsult Limited (2014: £3,555).

 Dr T J Pearce, a director of the company, has amounts due to him of £3,575 (2014: £2,828) 
 included in creditors as a result of transactions during the year. 

 The directors, Dr T J Pearce, Dr K T Ratcliffe and J Martin are the shareholders of the company,   
 and total dividends received by them during the year were £Nil (2014: £20,000).

21 CONTINGENT LIABILITIES

 The parent company has an unlimited multilateral guarantee relating to any monies owing to   
 HSBC by Chemostrat Limited and Origin Analytical Limited. At 31 August 2015 the liability across  
 the group was £Nil. 

 The government grants are repayable to the Welsh Assembly Government if the conditions of the  
 grant as described in the agreement are not complied with.

22 SHARE CAPITAL    2015 2014
     £ £
 
 Allotted and called up:
 1,000 Ordinary shares of 10p each      100 100
 
 Share Based Payments

 The company has a HMRC approved share option scheme for certain employees. Options were   
 granted on 21 October 2011 and cover 120 ordinary shares in the company and on the 19 November 
 2013 over 59 ordinary shares. The options are exercisable at a price of £225 and £360 per share   
 respectively. The options are only exercisable in the event of a sale or listing of the company. The  
 options are settled in equity once exercised. If the options remain unexercised after a period of   
 10 years from the date of grant, the options expire. Options are forfeited if an individual leaves the  
 company before the options vest.

 Details of the share options outstanding during the year are as follows:

   
   Number Weighted Number Weighted
   of share average of share average
   options exercise options exercise
    price (in £)  price (in £) 

 Outstanding at beginning of year  179 269 120 225
 Share options granted during the year   - - 59 360

 Outstanding at the end of the year  179 269 179 269

2015 2014
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22 SHARE CAPITAL (continued)

 The Company recognised the following expenses 
 related to share-based payments:    2015  2014
     £  £ 
    
 Charged to Profit and Loss Account    10,000 17,445

 The fair value of options granted under the employee option schemes is measured using the 
 Black-Scholes model. The inputs to the model are as follows:

 Grant date 12/10/11  19/11/13 
 Exercise price £225  £360
 Number of employees 2  1
 Share options granted 120  59
 Expected volatility 20%  20%
 Risk free rate 2.5%  2.5%
 Expected dividends 5%  5%
 
 The options outstanding at 31 August 2015 had a weighted average exercise price of £269 and a  
 weighted average remaining contractual life of 6 years. The number of options exercisable at 
 31 August 2015 is nil.

 At 31 August 2015 there were options outstanding over 120 (2014: 120) ordinary shares of 10p each  
 which are exercisable at £225 and 59 (2014: 59) ordinary shares of 10p each which are exercisable at  
 £360 under the company’s share option scheme. At 31 August 2015 no options had vested as options  
 only vest upon a change of control or listing. 

 Expected volatility was based upon the historical volatility over the expected life of the schemes. 
 The expected life is based upon historical data and has been adjusted based on management’s best  
 estimates for the effects of non-transferability, exercise restrictions and behavioural consideration.

23 MOVEMENT IN SHAREHOLDERS FUNDS
 
 Company    Profit  and 
                     Share Capital  Loss Account Total
    £ £ £
    
 At 1 September 2013   100 798,353 798,453
 Profit for the year   - 134,947 134,947
 Share based compensation   - 17,445 17,445
 Dividends Paid   - (20,000) (20,000)

 At 31 August 2014   100 930,745 930,845
 Profit for the year   - 3,699 3,699
 Share based compensation   - 10,000 10,000

 As at 31 August 2015   100 944,444 944,544
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23 MOVEMENT IN SHAREHOLDERS FUNDS (continued)

 Group    Profit  and 
                     Share Capital  Loss Account Total
    £ £ £
     
 At 1 September 2013   100 2,254,892 2,254,992
 Retained profit for the year   - 383,225 383,225
 Share based compensation   - 17,445 17,445
 Dividends Paid   - (20,000) (20,000)
 Exchange Difference   - (19,477) (19,477)

 At 31 August 2014   100 2,616,085 2,616,185
 Retained profit for the year   - 49,223 49,223
 Share based compensation   - 10,000 10,000
 Exchange Difference   - 39,232 39,232

 As at 31 August 2015   100 2,714,540 2,714,640
 
24 NOTES TO THE CASH FLOW STATEMENT
  
 Reconciliation of operating profit to net cash flow  2015  2014
 from operation activities:  £ £ £ £

 Operating (loss) / profit   (239,150)  531,693
    
 Depreciation of tangible fixed assets  314,008  224,207 
 Depreciation of intangible fixed assets  203,181  127,427 
 Amortisation of grant  (19,749)  (16,754) 
 Decrease / (increase) in operating debtors and    
 prepayments   624,048  (210,965) 
 Decrease in operating creditors and accruals (260,359)  (231,384) 
 Increase in provisions  17,661  29,799 
 Exchange movement  27,255  (7,009) 
 
    906,045  (84,679)

 Net cash inflow from operating activities   666,895  447,014

 ANALYSIS OF NET DEBT
   September  Non Cash August
   2014 Cashflow Changes 2015
   £ £ £ £

 Cash at bank and in hand  379,970 444,095 - 824,065
 Debt due within 1 year  (20,000) (97,784) - (117,784)
 Debt due after 1 year  (78,333) (353,641) - (431,974)
 Finance Leases  (50,214) 80,686 (189,702) (159,230)

   231,423 73,356 (189,702) 115,077

 Non cash changes relate to two new finance leases entered into November 2014 and June 2015.

25 ULTIMATE CONTROLLING PARTY

 The ultimate controlling parties are Dr T J Pearce and Dr K T Ratcliffe, being the majority 
 shareholders of Hafren Scientific Limited.
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