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FOCUSED ON GROWTH

GROWTH THROUGH EXISTING CUSTOMERS
GROWTH THROUGH NEW MARKETS
GROWTH THROUGH GLOBAL EXPANSION
GROWTH THROUGH QUALITY PRODUCTS

HARDIDE SURFACE ENGINEERING TECHNOLOGY
IS REVOLUTIONISING THE WAY PARTS
PERFORM UNDER THE HARSHEST AND MOST
CHALLENGING OF CONDITIONS.
PREVIOUSLY, LEVELS OF FRICTION, ABRASION 
AND CORROSION HAD LED TO PART FAILURE,
DOWNTIME AND MASSIVE COST. TODAY,
HARDIDE’S UNIQUE COATING IS ENABLING
CUSTOMERS IN INDUSTRIES INCLUDING 
OIL & GAS,VALVE AND PUMP MANUFACTURE,
AND AEROSPACE TO ACHIEVE WORLD LEADING
PRODUCT PERFORMANCE.
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CHAIRMAN’S STATEMENT

Hardide has made sound progress in the last year, which incorporated our listing on the
AIM market and has resulted in this solid set of Preliminary Results. Notable was the
success achieved in establishing relationships with leading companies in the forefront of the
drive for technologies that improve the life of components and optimise performance.
Market conditions in our target sectors and a healthy order book augurs well for 2006.
The coming year will also see a significant uplift in the scale and complexity of our
operations.The challenge will be to build on the opportunities presented by the strength 
of the oil & gas and aerospace markets and to capitalise on our international potential.
We are well placed to exploit these prospects and have embarked on a strategic plan
geared to the realisation of our ambitions.
We remain firmly focused on growing our core business through a combination of building
new and existing customers, new technology, international expansion and excellent
customer service. Hardide has an exciting future and I am confident that 2006 will see the
Company achieve ever more significant growth.
The Board would like to thank the management team and staff for their hard work and
commitment during this time, in particular Chief Executive Officer, Jim Murray-Smith, for 
his vision and dedication in steering the Company through a challenging and exciting year.
His leadership of the Company and employees resulted in a smooth and successful
flotation in a year that encompassed strong growth in all of Hardide’s core markets.

David Chestnutt, Chairman
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100% 
UNIQUE &
INTERNATIONALLY
PATENTED
Hardide is a unique gas-phase CVD (chemical vapour deposition)
process that produces an unbeatably hard wearing and corrosion 
resistant layer of Tungsten Carbide on the surface of tools and 
components. It can coat out of sight areas, offering protection 
from wear, friction and corrosion. Its pore-free structure 
protects the substrate thus offering major advantages over 
competitive technologies.
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OIL & GAS
BY EXTENDING COMPONENT LIFE, HARDIDE 
CAN DELIVER WORLD LEADING PERFORMANCE
FOR CUSTOMERS’ COMPONENTS IN AGEING,
EXTENDED-LIFE AND NEW OILFIELD PROJECTS.
AS THE INDUSTRY ENCOUNTERS EVER-HARSHER
AND MORE CHALLENGING ENVIRONMENTS
AROUND THE WORLD, THE NEED FOR HARDIDE
WILL ONLY INCREASE.

20168_HardideText.qxd  20/12/05  10:54 am  Page 4

creo




5

Maximising production in today’s global oil & gas industry means
encountering hostile downhole conditions where erosion, abrasion,
corrosion and thermal shock cause high-cost component failures and
downtime. Hardide protects against these damaging conditions vastly
reducing the need for expensive downtime and part replacement.

Hardide coating is currently being used in the most corrosive and
abrasive oil and gas environments that exist globally. Applications over
the last year have included hydraulic parts for directional drilling, flow
diverters and turbines for erosion resistance, bearing surfaces for shock
resistance and housings for corrosion resistance.
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CHIEF EXECUTIVE’S REVIEW
I am delighted to report Hardide’s maiden set of
Preliminary Results since the Company’s flotation 
on AIM in April 2005, when we raised £1.4 million
net of expenses to enable Hardide to move on to
the next stage of its development.
This set of preliminary results covers the period 
of trading from Hardide plc’s formation on 
27 January 2005 to the Company’s year end on 
30 September 2005.To enable direct comparison,
we have included 12 month pro forma accounts 
for Hardide’s sole operating subsidiary, Hardide
Coatings Limited, for the period to 30 September
2005.This proforma set of accounts clearly
demonstrates Hardide’s progress throughout 
the period.
Turnover for Hardide Coatings has increased 
three-fold in the year ended 30 September 2005 
to £1.09 million with total income increasing to 
£1.2 million.This solid performance is attributable 
to the generation of additional business from
existing customers, new customer gains as well as
international expansion. For the quarter ending 
30 September 2005, Hardide’s UK coatings business
achieved an EBITDA positive position and the UK
manufacturing base and headquarters at Bicester,
Oxfordshire is now complete and fully operational.
I am pleased to report that such progress is being
achieved with existing customers in the UK and
Europe. Its scale of advance is demonstrated by
sales more than trebling in the oil & gas, valve and
pump sectors over the year.The Company’s
developing US business has also made a significant

contribution with sales more than doubling.
This growth in the US has been achieved in spite 
of the extended supply line to the territory.
Post flotation, the Company invested £100,000 in 
a new pre-treatment plant at Bicester. This has
enabled the Company to expand the range of
materials that can be coated with Hardide,
thereby opening up new markets and customers.
The in-house pre-treatment plant further improves
reliability and speeds up customer component
turnaround time resulting in enhanced productivity
and greater customer satisfaction.
Hardide’s patented technology is used in three 
main areas:
• Oil & Gas
• Valves and Pumps
• Aerospace

Oil & Gas
In the UK, the offshore oil & gas industry continues
to be one of the most important industrial sectors
of the economy, both in contribution to economic
activity and capital expenditure. In 2005, oil prices
surged to more than $70 a barrel and the
International Energy Agency also revised its 2010 
oil price forecast from last year’s US $33 a barrel to 
US $45 a barrel, an increase of more than a third.
In an environment where hydrocarbons are 
valued highly, the operating and service companies
(Hardide’s customers) are driven to optimise the
management and productivity of existing oilfields to
maximise the value that can be extracted from
these assets.
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75%
DECREASE IN
NEW PARTS
REPLACEMENT
Field tests in harsh environments where parts were exposed 
to abrasion, erosion and corrosion have proven that Hardide
coating extends the life of critical parts by a factor of four.
This means that only one replacement of Hardide coated 
parts will be needed instead of four replacements of standard 
non coated parts.The cost of parts and expensive downtime 
is reduced dramatically.
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VALVES
HARDIDE HAS GAINED RECOGNITION IN THE VALVE
AND PUMP SECTORS AS THE SURFACE TECHNOLOGY
THAT OFFERS THE ULTIMATE IN CHEMICAL RESISTANCE,
ULTRA-HARDNESS AND LOW FRICTION. BATCH
PROCESSING AND A ONE-STAGE IN-HOUSE FINISH
PROCESS GIVE US THE FASTEST TURNAROUND TIME IN
THE INDUSTRY.
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In use in most industry sectors and manufacturing processes, valves 
are under increasing pressure to cope with abrasive and corrosive
environments especially in the oil and gas, refining and chemical
industries. By producing our binder-free Tungsten Carbide coating by
CVD (chemical vapour deposition) we can coat internal and out-of-sight
areas such as through bores and neck threads of gate valves, and
prolong the life of the most complex parts. 

Smooth and uniform coating facilitates polishing over grinding, 
which is an important attribute for the valve industry. The pump sector
is more cost-driven but the market continues to grow for us as we
increase the life and performance of pumps in particularly abrasive 
and corrosive environments.
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In this battle to exploit maximum value from both
mature assets and from new found oil and gas 
fields, the industry is seeing increasing problems
developing due to wear and corrosion of parts.
The consequential costs are significant. Components
that benefit from Hardide’s unique patented coating
are now in use in a large number of exploration 
and production (E&P) fields around the world.
By coating components with Hardide, their longevity
is increased which in turn helps to reduce
downtime. This further reduces the challenges from
high cost E&P that operators face thereby offering
enormous operational and financial benefits to oil
companies, service companies and license holders.
Hardide exhibited at two of the world’s largest
energy events in 2005, Offshore Technology
Conference (Houston, USA) and Offshore Europe
(Aberdeen, Scotland). Our presence greatly raised
international awareness of Hardide and interest has
been encouraging. Introductions made at the
exhibitions have resulted in customer trials which,
I am happy to report, are progressing well.These
trials are the first step and a pre-requisite for sales.

Valves and Pumps
The Hardide coating is gaining acceptance as a proven
technology in the UK and European valve markets.
The Company’s business in this sector increased
nearly four-fold in 2005 and continues to grow with
new customers being secured on a monthly basis.
The new pre-treatment plant has underpinned this
growth as we are now able to offer our customers
fast turnaround times at premium prices.

Among the top four Houston-based valve
manufacturers, annual sales are estimated to be
in excess of US $1 billion. Whilst the Company
is currently in development work with US-based
customers, it will be extremely difficult to
achieve volume and highly profitable sales
without a fully operational coating facility in
Houston that will enable us to match European
turnaround times.
With most of the refining capacity around the
world needing to be refurbished to cope with
increasing volumes of highly corrosive sour crude
oil, the demand for Hardide’s tungsten carbide
coating, which provides essential corrosion and
wear resistance to valves, is likely to increase
dramatically. I am happy to report that trials 
with suppliers to the refining industry are
progressing well and that we recently gained
approved supplier status from a leading
international energy company from which we 
are already receiving revenue.
The pump market is an important part of the
worldwide engineering business and revenues
from this sector have also increased more than
three-fold in 2005. I anticipate business from
European customers in this sector to grow
substantially. The Company is working with,
and receiving monthly orders from, one of the
world’s leading pump manufacturers that is 
based in the US. However, I firmly believe the
potential of the US market can only be fully
exploited with the development of a domestic
coating facility.
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BETTER WEAR
RESISTANCE
THAN STEEL
ASTM standard abrasion tests have shown that the wear rate of
Hardide coating is up to 100 times lower than the wear of steel.
When used in abrasive environments, a Hardide coated part will 
lose only 1 micron due to wear compared to an uncoated steel 
part which will lose 100 microns.While lasting longer, components 
will also perform at their optimum tolerance for longer.

100x
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AEROSPACE 
COMPONENT PERFORMANCE IS CRITICAL
IN COMMERCIAL AND MILITARY AVIATION.
HARDIDE PROVIDES THE SOLUTION TO
THE PROBLEMS OF WEAR, CORROSION
AND SEIZURE ALL IN ONE COATING.
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Following our BAE Systems approval, word is spreading quickly about
the new coating available in this sector with its long lasting wear and
anti-seizure properties. The introduction of new super-aircraft such as
the Airbus A380 and an increase in expenditure on new-style military
aircraft open up huge potential for Hardide.

The market is coming to us with one problem and finding that we 
can solve many more just by applying Hardide coating. And the time 
is right, with many new commercial and military aircraft in the 
design stages when Hardide can be built most beneficially into the 
technical specifications.
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Aerospace
Since expanding into the aerospace sector in April
2005, Hardide has made significant progress and has
won approved supplier status from BAE Systems.
We also successfully completed our first orders to
coat components for their Eurofighter Typhoon.
Other parts are under trial for BAE Systems and 
we are now in discussions with other leading aircraft
manufacturers, including a FTSE100 aerospace and
engineering firm.
Hardide can offer an unrivalled solution to
improving performance and longevity of
components for both commercial and military
aircraft, where the prevention of corrosion and
seizure is essential. I have been extremely
encouraged by our early exploration of this sector
and look forward to it playing a major role in 
our growth.

New Facility
In line with our strategy to invest for further growth,
the Company’s intention to establish a sales and
manufacturing facility in Houston,Texas was
announced in April 2005 and a sales office was
established in July 2005.The production facility will
service the US oil & gas market as well as Hardide’s
existing customers in the pump and valve sectors.
Equipment supply lead times and commissioning
times are fairly extended at eight months;
consequently your Board is currently considering the
timing and methodology of this next significant step
in the Company’s growth. In the meantime, three
key administration, technical and sales positions have

been filled to ensure seamless knowledge-transfer
from the UK and to handle the current level of
enquiries that are being received.

Health and Safety/Environment
Hardide is committed to maintaining the highest
standards of health and safety and protection of 
the environment.The Company’s health and safety
record is exemplary.
Environmental protection is fundamental to the
Company’s operations and we are continually
looking for ways to eliminate the potential for any
environmental impact.The Company will aim to
achieve ISO 14001, the internationally recognised
standard for Environmental Management Systems
(EMS), accreditation in the next year. I believe this to
be a market-leading move for a smaller organisation
and one which will further enable us to work 
with the leading international companies in our 
target sectors.
Furthermore, the pre-treatment plant investment
included the installation of a ‘best practice’ solvent-
based component cleaning process allowing us to
maximise surface preparation efficiency while
exceeding environmental and safety regulations.

Research and Development
Research and development (R&D) plays a vital role
by ensuring that the Company remains at the
forefront of advances in surface engineering
technology.As the Company focused attention on
getting the UK and European facility fully operational,
R&D has taken a back seat over the last year.
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PORE FREE
FOR REDUCED
CORROSION
Hardide coating resists attacks of corrosive and aggressive
chemicals including acids, salts, H2S and molten metals.
As it is pore-free, it will shield and protect the substrate.
This extreme durability is especially beneficial in the oil 
and gas, chemical and valve industries where highly corrosive
environments prevail.

100%
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It is now our intention to further develop our 
R&D activity over the next twelve months primarily
to investigate additional Hardide coating variants.

People
At the heart of Hardide lies a technically superb and
dedicated team of individuals who have channelled
their talent to moving Hardide so far forward this
year. In 2005, the team was strengthened by three
key management appointments in the UK and two
in the US. In the UK, Peter Davenport joined as
Chief Financial Controller bringing ten years financial
management experience; latterly with the UK
subsidiary of NYSE-listed global coatings company
Valspar Corporation.Additionally, two UK-based
sales and management positions were created to
spearhead our move into the international oil & gas,
and aerospace industries. Barry Vineall has been
appointed Technical Sales Manager to focus on the
aerospace market and brings with him six years
engineering and business development experience
from AF Aerospace. Jeff Rutland has also joined as
Projects Manager from worldwide oilfield services
provider Schlumberger, where he held engineering
and management positions over a five year period.
Each brings extensive market understanding and
contacts in the Company’s key growth sectors.
In Houston, Brian White and Larry Reed have been
appointed as Technical Manager and Sales Manager
respectively. Brian has nearly 20 years coatings
research and development, and production
experience. He joins from international product 
and service supply company, Smith International, Inc.
in Houston where he spent eight years in their R&D

materials and coatings operations. Larry has over 
30 years sales management experience, the last ten
with Cooper Cameron Valves where he sold valves
to the oil & gas, petrochemical and other industries.
I believe these appointments will enable us to
develop and manage the interest generated within
each of the Company’s target sectors.

Outlook
It is clear that significant progress has been 
made during the last year with more than 
three-fold growth, an ever-increasing customer 
base and demand for new applications from 
existing customers.
I view the future with optimism as the Company sits
poised on the edge of major breakthroughs in two
immense global markets, oil & gas and aerospace,
while at the same time buoyant conditions prevail 
in the our niche position within the valve and 
pump sectors.
I believe that these encouraging conditions in the
surface technology market across the Company’s
chosen sectors are set to continue and will fuel
demand for Hardide’s technology on the back of
which I am confident of delivering growing returns
for our shareholders.

Jim Murray-Smith, Chief Executive
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James Stewart Murray-Smith
Chief Executive Officer (56)
‘Jim’ Murray-Smith was appointed 
as an executive director of Hardide
Coatings Limited in March 2003
with an accomplished background
of commercial and developmental
management. His experience
includes the running of high-tech
materials processing companies and
developing new product divisions 
of several multi-national companies
including Borg-Warner, Enichem 
and Chemie Linz. He was formerly
group operations director of
Flintstone PLC.

Hugh Carlisle Smith
Non-Executive Director (59)
Hugh Smith joined the Board of
Hardide in May 2003, having been
one of the early investors in
Hardide in 2000. He was formerly a
senior export manager of British
Leyland before helping to found
Allmakes Limited, one of the UK’s
largest independent suppliers 
of Land Rover spare parts.
He remains chairman of Allmakes
as well as holding a number of 
non-executive directorships.

David Moore Alexander Chestnutt
Non-Executive Chairman (56)
David Chestnutt was a senior audit
and client management partner
with Pannell Kerr Forster until 
May 1997. He spent the following
two and a half years as finance
director at Liverpool Football Club,
a position he resigned in September
1999. He is chief executive of
Proventec PLC. He is a Fellow 
of the Institute of Chartered
Accountants in England and Wales.

Dr Yuri Nikolaevich Zhuk
Technical Director (44)
Yuri Zhuk is a founder director 
of Hardide Coatings Limited and 
is responsible for the company’s
patenting, technology and
applications development
programmes.Yuri gained a PhD 
in Plasma Physics and Chemistry 
at Moscow State University.
Prior to joining HCL, he gained ten
years’ experience of international
technology transfer with Tetra
Consult, a Moscow-based
technology consultancy company.

David Edward Christian Mott
Non-Executive Director (32)
David Mott joined the Board of
Hardide in April 2004. He is a 
fund manager with Oxford Capital
Partners, a firm which specialises in
managing investments in technology
companies. He has previously
worked with Result Ventures,
PricewaterhouseCoopers and
Deloittes and is a director of
several technology companies.

BOARD OF DIRECTORS
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Report of the Directors

The directors present their annual report and the audited financial statements of the group for the period 
ended 30 September 2005.

Principal Activity and Review of the Business
The principal activity of the group is the provision of high-performance surface coating to the oil & gas, valve, pump 
and aerospace industries.

Results and Dividends
The group loss for the period, after taxation amounted to £481,000.The directors do not recommend the payment of 
a dividend.

Directors
The directors of the company during the period and their interest in the ordinary shares of the company were:

Appointed       Interest in the share capital 30 September 2005  
D Chestnutt 3 February 2005 –
D Mott 14 March 2005 –
H Smith 14 March 2005 1,493,400
J Murray-Smith 3 February 2005 228,000
Y Zhuk 14 March 2005 4,966,115

Directors’ Interest in Share Options
The company has share option schemes under the terms of which directors are able to subscribe for ordinary shares in the
company. The directors who held office at 30 September 2005 had the following beneficial interest in the options to subscribe
for shares:

Ordinary Expiry Exercise 
shares under Date of date of Date price per 

options grant options cancelled ordinary share
D Chestnutt – – – – –
D Mott – – – – –
H Smith – – – – –
J Murray-Smith 1,425,000 31.05.2005 31.05.2015 – 7p
Y Zhuk 855,000 31.05.2005 31.05.2015 – 7p

Creditor Payment Policy and Practice
It is the company’s policy that payments to suppliers are made in accordance with those terms and conditions agreed between
the company and its suppliers, provided that all trading terms and conditions have been complied with. At 30 September 2005
the group had an average of 27 days outstanding in trade creditors.

Auditors
PKF were appointed as auditors following the incorporation of the company. On 23 May 2005, PKF transferred their business
to PKF (UK) LLP, a limited liability partnership. Under section 26(5) of the Companies Act 1989, the company consented to
extend the audit appointment to PKF (UK) LLP from 23 May 2005. Accordingly, the audit report has been signed in the name
of PKF (UK) LLP and a resolution for the reappointment of PKF (UK) LLP and to authorise the directors to agree their
remuneration will be proposed at the forthcoming annual general meeting.

Approved by the Board

J Murray-Smith
Director
12 December 2005
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Statement of Directors’ Responsibilities in respect of the Financial Statements

Company law requires the directors to prepare financial statements for each financial year which give a true and fair view of
the state of affairs of the group and of the company and of the profit or loss of the group for that period. In preparing those
financial statements, the directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

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

• state whether applicable accounting standards have been followed subject to any material departures disclosed and
explained in the financial statements.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the group and to enable them to ensure that the financial statements comply with the Companies Act
1985.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.

The directors are responsible for ensuring that the directors’ report and other information included in the annual report is
prepared in accordance with company law in the United Kingdom.

20
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Independent Auditors Report to the Members of Hardide PLC

We have audited the group financial statements for the period ended 30 September 2005 which comprise the Group Profit
and Loss Account, Group Balance Sheet, Company Balance Sheet, Group Cash Flow Statement and the related notes.These
financial statements have been prepared on the basis of the accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with section 235 of the Companies Act 1985.
Our audit work has been undertaken so that we might state to the company members those matters we are required to state
to them in an auditors’ report and for no other purpose.To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our audit report, or for the
opinions we have formed.

Respective responsibilities of directors and auditors
As described in the Statement of Directors’ Responsibilities the company’s directors are responsible for the preparation of
financial statements in accordance with applicable United Kingdom law and accounting standards. Our responsibility is to audit
the financial statements in accordance with relevant legal and regulatory requirements and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985.We also report to you if, in our opinion, the Directors’ Report is not consistent
with the financial statements, if the company has not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and
transactions with the group is not disclosed.

We read the other information contained in the annual report and consider the implications for our report if we become
aware of any apparent misstatements within it.The other information comprises only the directors’ report, the chairman’s
statement, the chief executive’s report, and the proforma profit and loss account. Our responsibilities do not extend to any
other information.

Basis of audit opinion
We conducted our audit in accordance with Auditing Standards issued by the United Kingdom Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgements made by the directors in the preparation of the
financial statements, and of whether the accounting policies are appropriate to the group’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the group and of the company as at 
30 September 2005 and of the loss of the group for the period then ended and have been properly prepared in accordance
with the Companies Act 1985.

PKF (UK) LLP
Registered Auditors
Liverpool, UK
12 December 2005

21
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Group Profit and Loss Account

For the period ended 30 September 2005

From 27 January 2005 
to 30 September 2005

Notes £’000
Turnover 2 692
Cost of Sales (283)
Gross Profit 409
Administration expenses
Administration 864
Amortisation (40)
Depreciation 146

(970)
Operating loss before other income (561)
Other income 68
Operating loss 3 (493)
Other interest receivable 19
Interest payable and similar charges 6 (7)
Loss on ordinary activities before taxation (481)
Taxation on loss on ordinary activities 7 –
Loss on ordinary activities after taxation 18 (481)
Loss per share: basic and diluted (pence per share) 8 0.4

There are no recognised gains or losses other than the loss for the period ended 30 September 2005 of £481,000. All results
relate to acquisitions made during the year.

22
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Group Balance Sheet

As at 30 September 2005

30 September 2005
Notes £’000

Fixed assets 
Tangible assets 9 1,100
Intangibles 11 (46)

1,054
Current assets
Stock 12 63
Debtors 13 459
Cash at bank and in hand 1,107

1,629
Creditors: amounts falling due within one year 14 (313)
Net current assets 1,316
Creditors: amounts falling due after one year 15 (314)
Net assets 2,056
Capital and reserves
Called up share capital 17 1,275
Share premium reserve 18 1,262
Profit and loss account 18 (481)
Shareholders’ funds 20 2,056

The financial statements were approved by the board on 12 December 2005 and signed on behalf of the board of directors.

J Murray-Smith
Director

23
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Company Balance Sheet

As at 30 September 2005

30 September 2005
Notes £’000

Fixed assets 
Investment in subsidiaries 10 1,100

1,100
Current assets
Debtors 13 713
Cash at bank and in hand 646

1,359
Creditors: amounts falling due within one year 14 (12)
Net current assets 1,347
Net assets 2,447
Capital and reserves
Called up share capital 17 1,275
Share premium reserve 18 1,262
Profit and loss account 18 (90)
Shareholders’ funds 20 2,447

The financial statements were approved by the board on 12 December 2005 and signed on behalf of the board of directors.

J Murray-Smith
Director

24
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Group Cash Flow Statement

Period ended 30 September 2005

30 September 2005
Notes £’000

Cash outflow from operating activities 21 (851)
Returns on investment and servicing of finance
Interest element of finance lease rental payments (7)
Interest received 19

12
Capital expenditure and financial investment
Payments to acquire tangible fixed assets (245)

Acquisitions and disposals
Net cash transferred with subsidiary undertakings 456

Net cash outflow before financing (628)
Financing
Issue of shares 1,437
Repayment of finance lease (20)
New finance lease agreements 318

1,735
Increase in cash 1,107

25
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Notes to the Financial Statements

For the period ended 30 September 2005

1.Accounting Policies
(i) Basis of preparation
The consolidated financial statements have been prepared under the historical cost convention and in accordance with
applicable United Kingdom Accounting Standards.

(ii) Basis of consolidation
The group financial statements consolidate the financial information of the company and of its subsidiaries to 30 September
2005. No profit and loss account is presented for Hardide Plc as permitted by Section 230 of the Companies Acts 1985.
The loss of Hardide plc for the period ended 30 September 2005 is £90,000.

(iii) Turnover 
Turnover is the total amount receivable by the Group for goods supplied and services provided excluding VAT 
and trade discounts.

(iv) Tangible fixed assets
Fixed assets are depreciated at rates calculated to write off the cost less estimated residual value of each asset over its
expected useful life in instalments as follows:

Leasehold improvements - period of lease
Plant and Machinery - 4 years - 10 years
Office equipment - over 4 years
Computer equipment - over 4 years 

The carrying values of tangible fixed assets are reviewed for impairment in periods if events or changes in circumstances
indicate that the carrying value may not be recoverable.

Investments
Investments are stated at cost less provision for any permanent diminution in value.

(v) Intangible assets 
Negative goodwill is included in the balance sheet and is credited to the profit and loss account in the periods in which the
non-monetary assets are recovered through depreciation or sale. Purchased goodwill is amortised on a straight line basis over
twenty years.

(vi) Leased assets
Assets held under finance leases and hire purchase contracts are capitalised in the balance sheet and depreciated over their
expected useful economic lives.The interest element of the leasing payments is charged to the profit and loss account.

(vii) Stocks and Work in Progress
Stock and work in progress are stated at the lower of cost and net realisable value.

(viii) Research and development
Research and development expenditure is written off to the profit and loss account as incurred.

(ix) Government grants
Government grants of a revenue nature are credited to income so as to match them with the expenditure to which 
they relate.

(x) Deferred taxation
In accordance with FRS19 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, or a right to pay less tax in the
future have occurred at the balance sheet date. Deferred tax assets are recognised only to the extent that the directors
consider that it is more likely than not that there will be suitable taxable profit from which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is measured on a non-discounted basis at the tax rates that are expected to apply in the periods in which timing
differences reverse, based on tax rates and laws enacted or substantially enacted at the balance sheet date.

(xi) Financial instruments
The group does not enter into hedging or speculative derivative contracts.

Financial assets included within fixed assets are recognised in the balance sheet at cost less permanent diminution in value.
Financial assets included within current assets are stated at the lower of cost and net realisable value.

(xii) Foreign Currencies
Assets and liabilities denominated 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 transaction. Exchange differences are taken into account in arriving at the operating result.

(xiii) Operating Leases
Rentals payable under operating leases are charged to the profit and loss account on a straight line basis over the lease term.

26
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2.Turnover
Turnover, which arises from continuing activities, is stated net of value added tax and is derived from the provision of goods
and services to customers during the period and is recognised when goods are shipped.

The group operates in one principal area of activity, high-performance surface coatings. The source of all turnover is the UK.
Geographical analysis of turnover by destination is as follows:

£’000
United Kingdom 593
USA 91
Other 8

3. Operating Loss
The operating loss is stated after charging:

30 September 2005
£’000

Auditors’ remuneration: audit (parent company £12,000) 17
Auditors’ remuneration: other 3
Depreciation on owned assets 90
Depreciation on assets held under finance leases 53
Amortisation of positive goodwill 1
Writeback of negative goodwill arising on consolidation (41)
Operating lease rentals – land and buildings 25
Research & Development 13

In addition to the amounts disclosed above, the auditors’ remuneration includes £35,296 of non-audit fees in relation to the
AIM listing which were charged against the share premium account.

4. Staff Costs
30 September 2005

£’000
Wages and salaries 394
Social security costs 43

437

The average number of employees including directors for the group during the period was made up as follows:

Technical 4
Production 9
Sales and Marketing 4
Management and administration 6

23
The average numbers of staff for the period ended 30 September 2005 includes the employees of the subsiduary undertakings.

5. Directors’ Remuneration
30 September 2005

£’000
Directors’ emoluments 145
Payments to directors consists of basic salaries, fees and bonuses. No benefits or compensation for loss of office or pension
contributions have been paid.

The amounts in respect of the highest paid director are as follows:

30 September 2005
£’000

Emoluments 67

6. Interest payable and similar charges
30 September 2005

£’000
Finance charges payable under finance leases 7

27
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Notes to the Financial Statements (continued)
For the period ended 30 September 2005

7.Taxation on Loss on Ordinary Activities

30 September 2005
£’000

Analysis of charge/(credit) in the period
UK corporation tax –

–
Factors affecting the tax charge/credit:
Loss on ordinary activities before taxation (481)
Corporation tax at 19% (91)
Effects of:
Tax depreciation in excess of accounting depreciation (20)
Permanent differences (1)
Current tax losses carried forward 112
Tax charge/(credit) per profit and loss account –

8. Loss per Share
The calculation of basic and diluted loss per share is based on loss of £481,000 for the period ended 30 September 2005 
and on the weighted average number of ordinary shares in the period of 127,493,242.

9.Tangible Fixed Assets

Group Leasehold Plant & Fixtures & Computer
Improvements Machinery Fittings Equipment Total

£’000 £’000 £’000 £’000 £’000
On acquisition of subsidiary 112 1,118 81 55 1,366
Additions 37 176 – 32 245
Disposals (4) (4)
At 30 September 2005 149 1,294 77 87 1,607
Depreciation
On acquisition of subsidiary 32 287 28 17 364
Charge for the period 14 109 10 10 143
At 30 September 2005 46 396 38 27 507
Net book value
At 30 September 2005 103 898 39 60 1,100

The net book value of plant and machinery includes £431,148 in respect of assets held under finance leases.

10. Investment in Subsidaries – Company
30 September 2005

£’000
On incorporation –
Additions 1,100
Net book value at 30 September 2005 1,100

(a) Directly held No. of
ordinary % Cost Nature

shares Held £ of business
Hardide Coatings Limited 1,929,766 100 1,099,932 Development

of surface 
engineering

Investments – Group

(b) Indirectly held 
The following subsidiary undertaking, held by Hardide Coatings Limited, has been consolidated into the group financial statements.

No. of Type of Share Nominal Nature
shares shares Capital Value of business

Isle Hardide Limited * 1,000 Ordinary 100% 1,000 Dormant
* incorporated in the Isle of Man.
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11. Intangible Fixed Assets
Negative
Goodwill

Purchased Arising on
Goodwill Consolidation Total

£’000 £’000 £’000
Group
On acquisition of subsidiary 98 (163) (65)
At 30 September 2005 98 (163) (65)
Amortisation
On acquisition of subsidiary 21 – 21
Charge for the period 1 (41) (40)
At 30 September 2005 22 (41) (19)
Net book amount
At 30 September 2005 76 (122) (46)

12. Stock
2005 2005

Group Company
£’000 £’000

Raw materials and consumables 41 –
Work in progress 22 –

63 –

13. Debtors
2005 2005

Group Company
£’000 £’000

Trade debtors 339 –
Amounts due from group undertakings – 684
Other debtors 120 29

459 713

14. Creditors: Amounts falling due within one year
2005 2005

Group Company
£’000 £’000

Trade creditors 124 –
Amounts due under finance lease & hire purchase 91 –
Other tax and social security 40 –
Accruals and deferred income 58 12

313 12
The amounts due under finance lease are secured against the relevant asset.

15: Creditors: Amounts falling due after one year
2005 2005

Group Company
£’000 £’000

Amounts due under finance lease 314 –
The amounts due under finance lease are secured against the relevant asset.

16: Deferred Taxation
Group
Deferred taxation (assets)/liabilities arising on accelerated capital allowances and tax losses provided and amounts not provided
in the accounts are as follows:-

2005
£’000

Provided: accelerated capital allowances 50
tax losses (50)

Not provided: tax losses (582)

The potential deferred tax asset has not been recognised as the recoverability of the asset is uncertain.

29

20168_HardideText  17/12/05  3:56 pm  Page 29

creo




Notes to the Financial Statements (continued)
For the period ended 30 September 2005

17. Share Capital

2005
£’000

Authorised and issued
Authorised:
250,000,000 ordinary equity shares of £0.01 each 2,500
Allotted, called up and fully paid:
127,493,242 ordinary equity shares of £0.01 each 1,275

18. Reserves
Share Profit and

premium Loss account
Group £’000 £’000
As at 1 March 2005 – –
Loss for the period – (481)
On issue of shares 1,262 –
As at 30 September 2005 1,262 (481)
Company
As at 1 March 2005 – –
Loss for the period – (90)
On issue of shares 1,262 –
As at 30 September 2005 1,262 (90)

19. Financial Instruments

The group uses financial instruments comprising borrowings, cash, liquid resources, investments and items such as trade debtors
and creditors that arise directly from its operations. The main risks arising from the group financial instruments are interest
rate, exchange rate and liquidity risks. The board reviews policies for managing each of these risks.

The group finances its operations through a combination of cash resources and finance leases.

Interest rate profile of financial assets
2005
£’000

Financial assets on which no interest is earned –
Floating rate financial assets 1,107

The floating rate financial assets comprise cash deposits and current bank accounts bearing interest at rates limited to LIBOR.
No forward foreign currency contracts were entered into during any of the periods.

The group has no borrowing facilities with its bankers.

There is no material difference between the fair value and book value of the group’s financial instruments.

Short term debtors and creditors have been excluded from the above disclosures.

20. Reconciliation of Movement in Equity Shareholders’ Funds
30 September

2005
Group £’000
Loss for the period (481)
On issue of shares 2,537

2,056
Opening shareholders’ funds –
Closing shareholders’ funds 2,056

30 September
2005

Company £’000
Loss for the period (90)
On issue of shares 2,537

2,447
Opening shareholders’ funds –
Closing shareholders’ funds 2,447

30
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21 Notes to the Statement of Cash Flows
(a) Reconciliation of Operating (Loss) to Net Cash Outflow from Operating Activities

30 September
2005
£’000

Operating loss (493)
Loss on disposal of fixed assets 4
Depreciation of tangible fixed assets 143
Increase in stocks (46)
Increase in operating debtors and prepayments (163)
Decrease in operating creditors and accruals (256)
Amortisation of positive goodwill 1
Writeback of negative goodwill arising on consolidation (41)
Cash outflow from operating activities (851)

(b) Analysis of Net Debt 
On Cash flow On acquisition At

incorporation of subsidiary September
2005

£’000 £’000 £’000 £’000
Cash – 651 456 1,107
Liquid resources
Finance lease obligations – (298) (107) (405)
Short term loans – – – –
Total – 353 349 702

(c) Reconciliation of Movement in Net Debt
30 September

2005
£’000

Increase in cash in the period 1,107
Finance lease obligations acquired from subsidiary (107)
Repayment of capital element of finance lease 20
New finance lease obligations in the period (318)
Change in net debt resulting from cash flows 702
Net debt on incorporation –
Net debt at the end of the period 702

(d) Purchase of Subsidiary
On 7 March 2005, Hardide plc acquired 100% of Hardide Coatings Limited for a consideration of £1,099,932.

£’000
Tangible fixed assets 1,002
Intangible fixed assets 77
Investments –
Stock 17
Debtors 296
Cash 456
Finance lease obligations (107)
Other creditors (478)

1,263
Negative goodwill arising on acquisition (163)
Total consideration - shares 1,100
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32

Hardide plc Proforma Profit & Loss Account Hardide Coatings Ltd

Year ended Year ended
30 September 30 September

2005 2004
£ £

Turnover 1,088,615 330,878
Cost of sales (458,518) (106,784)
Gross profit 630,097 224,094
Other operating income 90,869 52,587
Administration expenses
Administration 1,190,897 1,113,686
Amortisation 4,956 4,954
Depreciation 230,997 163,243

(1,426,850) (1,281,883)
Operating Loss (705,884) (1,005,202)
Interest receivable and similar income 13,026 7,631
Interest payable and similar charges (8,632) (19,366)
Loss on ordinary activities before taxation (701,490) (1,016,937)
Tax on loss on ordinary activities – 44,246
Loss on ordinary activities after taxation (701,490) (972,691)
Preference dividends paid – –
Retained loss for the year (701,490) (972,691)
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