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Hafren Scientific Limited

Operating Review
Hafren Scientific Limited was renamed from 
Chemostrat International Limited as part of an 
overall group review of branding and marketing. 
For its first 15 years, Chemostrat concentrated 
on promoting the chemostratigraphy service 
line. Although successful, the Board considered 
that over dependence on one technique would 
limit the Group’s growth. As a result, over the 
last four to five years the Group has invested 
heavily in R&D to widen its service offerings. 
This involves university/company research  
initiatives, the hiring of postgraduate level  
specialists and investment in space and equip-
ment leading to the establishment of a new 
multidisciplinary service matrix. To differentiate  

between the operating division of Chemostrat 
and the holding company the decision was 
made to rename at the Group level as the  
Chemostrat brand is synonymous with  
chemostratigraphy.

In addition to these service offerings, the  
Group expanded geographically opening a 
laboratory in Houston and moving to improved 
premises in Perth WA. Premises in Welshpool 
were no longer adequate for the expansion of 
business, but the Group has secured the  
adjacent business unit which is being fitted 
out to accommodate new geological staff and 
analytical processes.

Financial Review
The year saw another step in revenue growth 
of 21% (2012 - 21%) as the development of new 
techniques allied with the increased marketing 
of the services offered worldwide.

Operating profit also increased as the gains 
in efficiency showed through in increased  
gross margins. The continuing investment in 
space, equipment and high calibre of new 

recruits as well as the continued development 
of existing employees showed in an increase in 
operating expenses, but still left the operating 
profit ahead by 16%. 

Retained profits were invested in additional 
capacity as demonstrated by the acquisition 
of new laboratory equipment, but also working 
capital requirements of the increase in activity.

Board
The composition of the Board has continued 

to be under review following the appointment 

of Nick Bankes as Chairman in July 2012. Milly 

Wright took the decision to step down from the 

Board in October 2013 in order to concentrate 

on the development of sales and delivery from 

the Houston office. The Board would like to 

express their appreciation of the efforts Milly 

has made, particularly in the establishment of 

Chemostrat in Houston and she remains an 

important member of Chemostrat management. 

Jim Booth was appointed as Commercial  

Director in January 2013, reflecting his broader 

role in operational matters. 

Operating Profit £000

Key Performance Indicators
The Business uses a number of measures to 

address performance. The key measures involve 

profitability, working capital and efficiency. 

The main measures are sales contribution and 

reinvestment. 

 
 2013 2012

Gross Profit Contribution (%) 58% 53%

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

Operating Profit (%) 14% 15%

Debtor Days 102 62

2012
£4,475

2013
£5,421

+21%
Sales £000

2012
£673

2013
£783

+16%



Hafren Scientific Limited Operating Review

Research & Development
The Group’s continuing success remains focused 
on research and development. In addition to the 
increasing emphasis on acquiring data for regional 
reports owned by the Group, there have been a 
number of academic papers and conference  
abstracts published and development of new  
services to clients to supplement the chemostratig-
raphy that remains at the core of all activity. 

The Group has maintained a high investment in  
research and development resulting in the estab-
lishment of a comprehensive suite of calibrated 
portable and field ready analysers. Chemostrat  
can provide wellsite XRF and FTiR for geosteering, 
mineralogy, organics and rock properties studies, 
and handheld XRF and magnetic susceptibility 
measurements for high resolution core and  
cuttings analysis in the field remote core stores  
and the laboratory. In addition, the company has 
also established an isotopic dating and elemental  
fingerprinting service for oils and source rocks, 

which can be integrated with traditional organic  
geochemistry and maturity data to assist in  
establishing petroleum systems in frontier basins.   

Over the last 2 years Chemostrat has invested 
heavily in R&D to establish new services. In 2013 the 
company successfully commercialised a series of 
R&D initiatives including:

●	 the use of handheld XRF to investigate the  
 composition of cores in shale gas plays
●	 zircon geochronology to fingerprint the  
 provenance of sandstones critical in mapping  
 reservoir architecture
●	 mineral modelling to aid in the prediction of  
 reservoir quality
●	 an optimised multidisciplinary workflow for  
 shale gas plays involving chemostratigraphy  
 in conjunction with C-O isotopic data, palaeo- 
 magnetics and sequence stratigraphy to  
 improve stratigraphic correlation

Training
The Group continues to invest in training and  
development of its employees and managers and 
has appointed a training co-ordinator who arranges 
and facilitates regular training sessions calling on 
both internal experts and external consultants to 
improve core education and specialist knowledge. 

Chemostrat further strengthened its association 
with academia with a KTP (Knowledge Transfer 
Partnership) with the University of Greenwich to 
develop an automated heavy mineral provenance 
service to aid in the mapping of reservoir architec-
ture and sediment dispersal patterns within the 
sedimentary basin. This project tests the  

application of RAMAN Spectroscopy and SEM-EDAX 
for the identification and chemical characterisa-
tion of provenance sensitive heavy mineral grains 
that commonly occur as accessory components in 
sandstones. Chemostrat also continues to support 
the KTP with Liverpool University investigating the 
application of Carbon and Oxygen isotopes as a 
correlation tool in shale and carbonate reservoirs. 
The Group has increased its links with universities 
both in the UK and overseas where it sponsors  
students at various levels of their academic progress 
to gain knowledge of specialist techniques and to 
permit access to the sophisticated equipment used 
in the research centres of these institutions.

              Bungle Bungles - Sandstone 
       and conglomerate formations
Purnululu National Park, Australia
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The decision to open an Australian subsidiary  
has proven extremely successful with positive  
acceptance from clients in Australia and Asia.  
The presence has been invaluable for client liaison 
and has led to increased contact and enquiries 
leading to the decision to move to larger premises 
in June 2013, which will allow for further expansion.  
 
A regional Geological Manager has been appointed, 
currently undergoing an induction period at the 
Group’s Head Office, but anticipated to be in  
position from early 2014 in order to spearhead 
further market development. The growth in the 
Australian market has also been strengthened by 
the recruitment of a new Marketing Manager  
based permanently in Perth. 

Middle Eastern and African work has increased 
rapidly, despite the troubles in the region. The 
Group has made attempts to establish a regional 
presence in Egypt but is waiting for stability before 
returning to complete the process. Chemostrat has 
also secured a long term consultancy contract with 
a major national oil company in the Middle East. 

The UK office increased in personnel and doubled 
the leased space at the main premises in Welshpool 
in order to facilitate the segregation between  
Chemostrat and Origin. Structures continue to be 
built to support the management development 
within the teams working on various geographical 
regions out of this office.

The Houston office remains pivotal to the continued 
growth of the Group and some repositioning has 
been undertaken to focus on further development 
throughout the Americas. Many major oil and gas 
clients commission work globally out of Houston 
and the Group has been successful in gaining work 
in this way for exploration in China, Africa and  
Central Europe as well as North and South America. 

Chemostrat has great experience in producing 
quality, integrated non-proprietary studies. These 
studies are on a regional to sub-regional scale, with 
content ranging from inorganic chemostratigraphy 
only, to fully integrated multi-disciplinary studies 
that investigate provenance, palaeogeography and 
sedimentology. The library currently consists of  
18 non-proprietary studies covering the more  

traditional UKCS, Southern North Sea and  
Norwegian Continental Shelf, but also more frontier 
areas such as the Norwegian Barents Sea, the 
Vøring Basin, Faroe-Shetland Basin (UK), as well as 
the North Grand Banks area (Newfoundland).  
Additional studies are underway in the Duvernay 
area (Canada) and Tanzanian Indian Ocean Margin, 
while extensions to the Faroe-Shetland and Grand 
Banks studies are also under way.

Regional reports remain a significant investment  
in development. Note 8 on Page 22 shows the  
continued expenditure on samples and services 
added to the existing library of available reports 
which the Group is committed to expanding both  
in terms of the geographical areas covered but also 
in the techniques utilised in the report to give  
clients a better understanding of the reservoir  
quality and extent.

Services Offered by Chemostrat

Chemostrat, backed by the analytical expertise of 

Origin, now offers more than a pure chemostrati-

graphic interpretation of data, although that remains 

a core business and correlation tool. The Group can 

now offer sedimentology, geochronology, provenance 

studies, reservoir quality characteristics using rock 

magnetics, stable and radiogenic isotope analysis, 

organic geochemistry, mineral modelling and heavy 

mineral analysis. 

One component of the service matrix has been 

the establishment of a Provenance Unit to provide 

a more detailed forensic level characterisation of 

sand composition. The methodology involves  

applying an appropriate combination of services, 

such as high resolution chemostratigraphy,  

enhanced petrographic analysis, heavy mineral  

analysis, grain chemistry and grain geochronology 

from the service matrix. This approach can be 

applied to both the field scale, to improve the 

modelling of reservoir architecture correlation, and 

to basin scale with mapping of sediment dispersal 

patterns, sediment input points along base and 

margins, to model the history of sedimentation and 

its relationship to tectonic activity.

              Bungle Bungles - Sandstone 
       and conglomerate formations
Purnululu National Park, Australia
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Origin Analytical Inc opened in June 2013 in 

Houston and is fully functional and operational 

as a laboratory serving the local industry and in 

particular the booming shale gas sector.  

The space taken provides ample room for expansion 

and further instrumentation is already on order, 

with plans for additional service offerings. 

The premises have been extensively refurbished 

and custom designed to offer a full service not 

only to support Chemostrat in Houston, but also to 

develop analysis in markets outside the oil and gas 

industry.

The larger premises taken by the Group in Perth, 

Australia will allow for instrumentation installation 

and to develop the Origin Analytical services to 

facilitate sample preparation and analysis without 

material needing to leave the country.

The space created by the Welshpool expansion has 

already allowed for more specialist services to be 

brought in-house, with more to follow. In addition 

to the consistent high rankings on the blind  

comparison of data from multiple laboratories 

under the GeoPt comparison, Origin Analytical Ltd 

is in the process of applying for ISO 9001 accredita-

tion, ensuring all the policies and procedures it has 

developed over the period of operation are robust 

enough to meet the standards required for audit. 

Services Offered by Origin Analytical

Services available through Origin Analytical now 

include ICP-OES, ICP-MS, XRF, XRD, HHXRF, FTiR, 

TOC, Heavy Mineral Analysis, Re-Os geochronology, 

C-O isotope analysis, U/Pb zircon geochronology 

and magnetic suspectibility.

The Fixed Asset schedule (Note 7 on Page 21)  

reflects this continuing reinvestment in equipment,  

at three times the rate of existing equipment  

depreciation and representing 70% of the group’s 

prior year retained earnings. 

Including the Intangible Assets additions in Note 

8 on Page 22 the Group has reinvested 100% of 

retained earnings from the prior year.

®
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The Group’s results could not have been achieved 

without the dedication and hard work of all  

employees and I would like to extend my grateful 

thanks to all who contribute towards these results. 

The Group continues to recruit to this pool of talent 

at the highest calibre possible and is seeking ways 

to ensure it offers a challenging but rewarding 

working environment.

Employees

On behalf of the board, 

Tim Pearce
Chief Executive Officer

              Hafren Scientific Board of Directors. From left:
        Rear: Eddie Merrick, John Martin, Ruth Bridge,
Front: Tim Pearce, Ken Ratcliffe, Jim Booth, Nick Bankes.



Hafren Scientific Limited

The directors present their report and audited financial statements of the Group for the year  

ended 31st August 2013.

Principal Activities
The Company heads a Group of Companies operating in two divisions for which the principal activities  

are as follows:

Directors’ Report

● Chemostrat companies provide geological  
 services predominantly to the energy sector.

● Origin companies provide laboratory  
 services mainly supporting the Chemostrat  
 companies but capable of expansion to other  
 business sectors.

Business Review
The Company has prepared an enhanced business review of the Group for the year ended 31st August 

2013. This is set out in the Operating Review on pages 1 to 7.

Results and Dividends
The consolidated Profit and Loss Account for the period is set out on page 13. The consolidated profit after 

taxation in the period amounted to £611,752 (2012: £406,618). 

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 2012 to the date of this report 

unless otherwise stated. 

 Nicholas Bankes  Chairman (non-executive) 

 Dr Tim Pearce   Chief Executive Officer 

 Dr Ken Ratcliffe   Chief Operating Officer, Asia Pacific 

 John Martin   Chief Operating Officer, Europe 

 Milly Wright   Chief Operating Officer, Americas (resigned 14/10/13)

 Eddie Merrick   Marketing Director 

 Jim Booth   Commercial Director 

 Ruth Bridge  Company Secretary

Auditor:     Registered Office:

Baker Tilly UK Audit LLP    1 Ravenscroft Court

Chartered Accountants    Buttington Cross Enterprise Park

Steam Mill     Welshpool

Steam Mill Street     Powys

Chester     SY21 8SL

CH3 5AN
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Principal Risks and Uncertainties
Risk is an inherent part of all businesses. Although it is not possible to eliminate all risks that the business 

faces, the Board has identified the following areas as being the principal risks faced by the business and 

actions taken in mitigation. 

Risk Area Potential Risk Action

Market uncertainty 

Financial risk

Cash flow and credit risk

Liquidity

Interest rate risk

Key employee risk

North Africa continues to be a challenging  

market and there is a risk of reduced activity 

should oil and gas prices fall below economic 

recovery levels. 

Although financial risks are considered to be 

minimal at present, future interest rate, liquidity 

and foreign currency risks could arise

Potential of bad and doubtful debt

Capital expenditure exceeding group funding 

arrangements

Rises in interest rates

Risk of loss of key member of group

The current and expected future trend within 

these markets is for a continuing increase in 

testing and interpretation of results. The risk 

of a significant market down turn is therefore 

not considered to be high. The overall global 

energy market continued to enjoy a period of 

further expansion with the development of shale 

oil and gas.  Some business remains from this 

area commissioned from Houston or European 

operator hubs.

The Board will continue to review existing  

policies in the coming period

The group manages credit and cash flow risk 

by policies concerning credit offered to clients 

and regular monitoring of amounts outstanding 

for both time and credit limits. The group has 

no significant concentration of credit risk, with 

exposure spread over a large number of clients. 

Net cash balances are placed on deposit to gen-

erate income where possible. 

Arrangements for capital expenditure are  

managed through a ranking system based on 

return on investment. The analytical business 

is capital intensive but interpretation is a skills 

based technique and not demanding on  

capital expenditure

The company and group are currently cash 

positive. Income from interest on deposits is 

negligible in view of current deposit rates,  

but the Group is not currently exposed to a 

change in interest rates

The group has taken out key man insurance on 

the lives of fee-earning directors and will seek to 

address risks for other employees as appropriate
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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
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

The directors are responsible for preparing 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 state-

ments 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  
(Formerly Chemostrat International Limited)

We have audited the group and parent company 

financial statements on pages 13 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’ Responsi-

bilities 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.

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 2013 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  

 requirements of the Companies Act 2006.

Scope of the audit of the financial  
statements
A description of the scope of an audit of financial 

statements is provided on the Financial Report-

ing Council’s website at http://www.frc.org.uk/

Our-Work/Codes-Standards/Audit-and-assurance/

Standards-and-guidance/Standards-and-guid-

ance-for-auditors/Scope-of-audit/UK-Private-Sec-

tor-Entity-(issued-1-December-2010).aspx
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Opinion on other matter prescribed by 
the Companies Act 2006
In our opinion the information given in the  

Directors’ Report for the financial year for which  

the financial statements are prepared is consistent 

with the financial statements.

Matters on which we are required to  
report by exception

● 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

● 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; or

● the directors were not entitled to prepare the  

 financial statements in accordance with the  

 small companies regime. 

GRAHAM BOND FCA (Senior Statutory Auditor)

For and on behalf of BAKER TILLY UK AUDIT LLP, Statutory Auditor

Chartered Accountants

Steam Mill, Steam Mill Street

Chester CH3 5AN

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:
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Matters on which we are required to  
report by exception

Consolidated profit and loss  
account for the year ended  
31 August 2013
   Note        2013    2012

   £ £

  

TURNOVER 1 5,420,708 4,475,465

Cost of sales  (2,245,551) (2,118,493)

Gross profit  3,175,157 2,356,972

Administrative expenses  (2,394,213) (1,709,516)

Other operating income 2 2,166 25,348

OPERATING PROFIT 3 783,110 672,804

  

Interest payable and similar charges  (37) (2,234)

Interest receivable  747 296

  

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION  783,820 670,866

Taxation 5 (172,068) (264,248)

  

PROFIT FOR THE FINANCIAL YEAR 19 611,752 406,618

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 2013

   Note        2013    2012

   £ £

  

FIXED ASSETS
Tangible assets 7 534,291 353,473

Intangible assets 8 235,560 234,353

   769,851 587,826

CURRENT ASSETS
Debtors 10 1,634,917 1,032,685

Cash at bank and in hand  968,927 1,227,482

   2,603,844 2,260,167

CREDITORS: Amounts falling due within one year 11 (1,069,784) (1,165,712)

NET CURRENT ASSETS  1,534,060 1,094,455

TOTAL ASSETS LESS CURRENT LIABILITIES  2,303,911 1,682,281

ACCRUALS AND DEFERRED INCOME 12 (8,291) (10,363)

PROVISIONS FOR LIABILITIES AND CHARGES 13 (40,628) (43,016)

   2,254,992 1,628,902

 

CAPITAL AND RESERVES
Called up share capital  18 100 1,000

Profit and loss account 19 2,254,892 1,627,902

SHAREHOLDERS’ FUNDS  2,254,992 1,628,902

The financial statements have been prepared in accordance with the provisions applicable to  

companies subject to the small companies regime. 

The financial statements on pages 13 to 27 were approved by the board of directors and authorised  

for issue on 18th December 2013 and are signed on their behalf by:

        W J Booth                                                                                      Company Registration No. 06769895

        Director                                                                                    
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Company balance sheet
as at 31 August 2013

   Note        2013    2012

   £ £

  

FIXED ASSETS
Tangible assets 7 107,851 105,727

Investments 9 1,286 711

   109,137 106,438

CURRENT ASSETS
Debtors 10 888,059 592,026

Cash at bank and in hand  194,482 220,200

   1,082,541 812,226

  

CREDITORS: Amounts falling due within one year 11 (376,612) (351,973)

NET CURRENT ASSETS  705,929 460,253

TOTAL ASSETS LESS CURRENT LIABILITIES  815,066 566,691

ACCRUALS AND DEFERRED INCOME 12 (8,291) (10,363)

PROVISIONS FOR LIABILITIES AND CHARGES 13 (8,322) (11,238)

   798,453 545,090

 

CAPITAL AND RESERVES
Called up share capital  18 100 1,000

Profit and loss account 19 798,353 544,090

 

SHAREHOLDERS’ FUNDS  798,453 545,090

The financial statements have been prepared in accordance with the provisions applicable to  

companies subject to the small companies regime. 

The financial statements on pages 13 to 27 were approved by the board of directors and authorised  

for issue on 18th December 2013 and are signed on their behalf by:

        W J Booth                                                                                      Company Registration No. 06769895

        Director                                                                                    
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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 2015.  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
As a small group the group is not required to prepare consolidated financial statements but has chosen 

to do so. 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:
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Leasehold property - over the term of the lease

Plant & Machinery  - 20% reducing balance

Fixtures & Fittings - 20% reducing balance

Equipment  - 20% reducing balance

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.

Operating lease agreements
Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain 

with the lessor are charged against profits on a straight line basis over the period of the lease.

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.
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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.

Cashflow statement
As a small group the group is exempt for the requirement to present a cashflow statement. 
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Notes to the financial statements 
for the year ended 
31 August 2013

1 TURNOVER 

 Overseas turnover amounted to 76% (2012 - 80%) of the total turnover for the year.

2 OTHER OPERATING INCOME  2013 2012

   £ £

 Release of grant  2,072 24,000

 Other operating income  94 1,348

   2,166 25,348

3 OPERATING PROFIT
 Operating profit is stated after charging/(crediting):

   2013 2012

   £ £

 Directors’ remuneration  503,470 422,472

 Directors’ pension contributions  14,000 12,000

 Amortisation of government grants  (2,072) (24,000)

 Amortisation of development costs  120,909 95,031

 Depreciation of owned fixed assets  102,351 92,584

 Gain on disposal of fixed assets   - (17,138)

 Net (gain) / loss on foreign currency translation  (41,681) 380

 Auditors Remuneration  20,500 20,000

 Operating Lease Costs  114,926 53,291

4 DIRECTORS’ PENSION SCHEMES

 The number of directors who are accruing benefits under company pension schemes was as follows:

   2013 2012

   No No

 Money purchase schemes  5 5
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5 TAXATION ON ORDINARY ACTIVITIES 

 (a) Analysis of charge in the year  2013 2012

   £ £

 Current tax:

     UK Corporation tax based on the results for the year at 23% (2012 - 24%) 217,038             127,001

    (Over)/under provision in prior year  (17,419) -

    Research and Development Claim  (31,950) -

    Overseas Tax  6,787 122,244

 Total current tax  174,456 249,245

 

 Deferred tax:

    Origination and reversal of timing differences  (2,388) 15,003

 Tax on profit on ordinary activities  172,068 264,248

 (b) Factors affecting current tax charge 

   2013 2012

   £ £

 Profit on ordinary activities before taxation  783,820 670,866

 Profit on ordinary activities by rate of tax  180,279 161,008

 

 Effects of:

 Expenses not deductible for tax purposes  2,980 2,030

 Capital allowances for period in excess of depreciation  2,515 1,361

 Change in tax rate  5,140 6,014

 Marginal relief  (1,287) (3,013)

 (Over)/under provision in prior year  (17,419) -

 Research and Development Claim  (31,950) -

 Adjustment for Overseas Tax  38,802 48,878

 Other timing differences  (4,604) 32,967

 Total current tax (note 5(a))  174,456 249,245

6 DIVIDENDS

 Equity dividends

   2013 2012

   £ £

 Paid during the year:

 Dividends on equity shares  £20.00  (2012: £22.10)  20,000 22,100
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7 TANGIBLE FIXED ASSETS
 

 Group Leasehold Plant &  Fixtures &  Office

  Property Machinery Fittings Equipment Total

  £ £ £ £ £

 

 Cost

 At 1 September 2012 152,182 450,129 13,765 151,490 767,566

 Additions         73,788 159,071 23,191 27,037 283,087

 Exchange         - - - 492 492

 At 31 August 2013 225,970 609,200 36,956 179,019 1,051,145

 Depreciation

 At 1 September 2012              90,602 235,789 12,039 75,663 414,093

 Charge for the year  21,632 61,174 4,544 15,001 102,351

 Exchange                 - - - 410 410

 At 31 August 2013 112,234 296,963 16,583 91,074 516,854

 Net book value

 At 31 August 2013 113,736 312,237 20,373 87,945 534,291

 At 31 August 2012 61,580 214,340 1,726 75,827 353,473

 

 Company Leasehold Plant &  Fixtures &  Office

  Property Machinery Fittings Equipment Total

  £ £ £ £ £

 

 Cost

 At 1 September 2012 152,182 - 3,288 56,206 211,676

 Additions         - 18,293 - 12,862 31,155

 At 31 August 2013 152,182 18,293 3,288 69,068 242,831

 Depreciation

 At 1 September 2012              90,602 - 1,266 14,081 105,949

 Charge for the year  16,092 3,049 405 9,485 29,031

 At 31 August 2013 106,694 3,049 1,671 23,566 134,980

 Net book value

 At 31 August 2013 45,488 15,244 1,617 45,502 107,851

 At 31 August 2012 61,580 - 2,022 42,125 105,727



   Incorporated in   Incorporated Incorporated 

                                                                     England & Wales    in USA in Australia
 

Chemostrat Limited        100%  

Origin Analytical Limited  100%  

Origin Analytical Inc*   100%  

Origin Analytical Pty Ltd*    100% (a)

Chemostrat MENA Limited  100% (a)  

Chemostrat Inc   100% 

Chemostrat Australia Pty Ltd    100% 

Chemostrat Wellsite Services Limited  100% (a)  

Chemostrat Wellsite Services Pty Limited*    100% (a)

(a) Dormant

Hafren Scientific Limited Notes to the financial statements

8 INTANGIBLE FIXED ASSETS
 

 Development Costs      Group

      £

 Cost

 At 1 September 2012     361,589

 Additions             122,116

    

 At 31 August 2013     483,705

     

 Amortisation

 At 1 September 2012                 127,236

 Charge for the year      120,909

    

 At 31 August 2013     248,145

    

 Net book value

 At 31 August 2013     235,560

     

 At 31 August 2012      234,353

     

9 INVESTMENTS

 Company     £

 Cost and Net Book Value

 At 1 September 2012     711

 Additions     575

 At 31 August 2013     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: 
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10 DEBTORS
 

   2013 2012 2013 2012

   Group Group Company Company

   £ £ £ £

 Trade debtors  1,522,407 763,621 - 88,486

 Prepayments and accrued income  101,458 102,092 34,935 22,597

 Other debtors  11,052 136,821 9,375 -

 Corporation Tax  - - 23,555 -

 VAT  - 30,151 - 30,141

 Amounts due from group undertakings - - 820,194 450,802

   1,634,917 1,032,685 888,059 592,026

11 CREDITORS: Amounts falling due within one year

   2013  2012  2013  2012

   Group  Group Company Company

   £ £ £ £

 Trade creditors  263,538 247,709 66,954 41,653

 Amounts owed to group undertakings  - - 29,976 -

 Corporation tax  197,861 241,147 - 62,442

 PAYE and social security  50,596 32,395 35,389 32,395

 VAT  36,797 - 27,543 -

 Other creditors  363,793 460,131 181,153 185,073

 Accruals and deferred income  157,199 184,330 35,597 30,410

 

   1,069,784 1,165,712 376,612 351,973

 

12 ACCRUALS AND DEFERRED INCOME

   2013 2012 2013 2012

   Group Group Company Company

   £ £ £ £

 Deferred Government Grants (see note 14) 8,291 10,363 8,291 10,363
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13 PROVISIONS FOR LIABILITIES AND CHARGES
 

   2013 2012 2013 2012

   Group Group Company Company

   £ £ £ £

 Deferred Taxation  40,628 43,016 8,322 11,238

 

 Deferred tax is provided at 23% (2012: 24%) 

 analysed over the following timing differences:

    

 Accelerated capital allowances  40,628 43,016 8,322 11,238

 

 Movements on the provision for deferred  

 taxation are:    

    

 At 1 September   43,016 28,013 11,238 25,493

 Transferred to Profit and Loss Account  (2,388) 15,003 (2,916) (14,255)

 

 At 31 August   40,628 43,016 8,322 11,238

 

14 GOVERNMENT GRANTS

 Group and Company

     2013 2012

     £ £

 Received and receivable:  

 At 1 September     54,816 33,406

 Additions    - 21,410

 

 At 31 August     54,816 54,816

  

 Amortisation:  

 At 1 September     44,453 20,453

 Credit to profit and loss account    2,072 24,000

 

 At 31 August     46,525 44,453

  

 Net balance at 31 August     8,291 10,363

 

 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.
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15 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: 

     2013 2012

     £ £

 Operating leases which expire:  

 Within one year    44,057 -

 After more than 5 years    139,772 81,868

 

 Total    183,829 81,868

 

 There are no commitments under operating leases within the parent company.

16 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 is a director, £33,996 

 (2012: £23,768) for consultancy services in the period. As at the year end an amount of £2,833 

 was owing to Ottoman Limited (2012: Nil).

17 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 2013 the liability across 

 the group was £Nil. 

18 SHARE CAPITAL
     2013 2012

     £ £

 

 Allotted and called up:

 1,000 Ordinary shares of 10p each  (1,000 Ordinary shares of £1 each) 100 1,000

 

 Share Based Payments

 The company has a HMRC approved share option scheme for certain employees. The options  

 were  granted on 21 October 2011 and cover 120 ordinary shares in the company. The options are  

 exercisable at a price of £225 per share. 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.
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 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  120 225 - -

 Share options granted during the year   - - 120 225

 Outstanding at the end of the year  120 225 120 225

 The Company recognised the following expenses related to share-based payments:

     2013  2012

     £  £ 

    

 Charged to Profit and Loss Account    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  

     Exercise price £225  

     Number of employees 2  

          Share options granted 120  

     Expected volatility 20%  

     Risk free rate 2.5%  

     Expected dividends 5%  

 The options outstanding at 31 August 2013 had a weighted average exercise price of £225 and  

 a  weighted average remaining contractual life of 8 years. The number of options exercisable at  

 31 March 2013 is nil.

 At 31 August 2013 there were options outstanding over 120 (2012: 120) ordinary shares of 10p each  

 which are exercisable at £225 under the company’s share option scheme. At 31 August 2013 no options  

 had vested as options only vest upon a change of control or listing. No charge was recognised in the  

 prior year financial statements on the grounds that the cumulative charge to date would not have been  

 material to the financial statements.

 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 considerations.

2013 2012
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19 MOVEMENT IN SHAREHOLDERS FUNDS
 

 Company    Profit  and 

                     Share Capital  Loss Account Total

    £ £ £

    

 At 1 September 2011    1,000 588,501 589,501

 Retained (loss) for the year   - (22,311) (22,311)

 Dividends Paid   - (22,100) (22,100)

  

 At 31 August 2012   1,000 544,090 545,090

 Retained profit for the year   - 69,318 69,318

 Share Capital   (900) - (900)

 EMI Share Option Valuation   - 17,445 17,445 

 Dividends Received   - 187,500 187,500

 Dividends Paid   - (20,000) (20,000)

  

 As at 31 August 2013   100 798,353 798,453 

 

 

 Group    Profit  and 

                     Share Capital  Loss Account Total

    £ £ £

     

 At 1 September 2011    1,000 1,243,384 1,244,384

 Retained profit for the year   - 406,618 406,618

 Dividends Paid   - (22,100) (22,100)

  

 At 31 August 2012   1,000 1,627,902 1,628,902

 Retained profit for the year   - 611,752 611,752

 Share Capital   (900) - (900)

 EMI Share Option Valuation   - 17,445 17,445 

 Dividends Paid   - (20,000) (20,000)

 Exchange Difference   - 17,793 17,793

  

 As at 31 August 2013   100 2,254,892 2,254,992 

 

21 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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