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DENHOLM MACNAMEE LIMITED
STRATEGIC REPORT

YEAR ENDED 31 DECEMBER 2013
Business review

The company recorded an improved performance in the year partly due to the sale of the loss making Pipecare branch
but also due to increased equipment hire and cleaning activity from the continuing business.

The company's key performance indicators are turnover, operating profit and profit on ordinary activities before
taxation. Turnover for the vear from continuing operations amounted to £6,063,928 (2012 - £7,489,406), total
operating profit amounted to £1,371,223 (2012 - £902,996) and the profit on ordinary activities before taxation
amounted to £1,410,820 (2012 - £725,108). The company's year end balance sheet reported net assets of £1,677,153
(2012 - £1,286,146).

The company’s principal risks and uncertainties relate to the strength of the oil and gas market, together with the
performance of customers and competitors.

Financial risk management

The company's principal financial asset is its trade debtors and the company’s credit risk is primarily attributable to
these. The company has implemented policies that require appropriate credit checks on potential customers before
sales are made and it applies rigorous credit control procedures.

The company's principal financial liabilities are the amounts owed to group undertakings, in respect of which interest
is applied at a fixed rate, The company has negotiated a loan facility from its parent company to fund ongoing
operations and planned expansion.

In the normal course of business the company makes sales and purchases in sterling and US dollars. The company

manages the risk of foreign exchange movements by entering into forward currency contracts through the parent
company in accordance with the group treasury and risk management policy.

fthe Board on \3 10“\

Director

.




DENHOLM MACNAMEE LIMITED
THE DIRECTORS' REPORT

YEAR ENDED 31 DECEMBER 2013

The directors submit their report and the financial statements of the company for the year ended 31 December 2013,
Principal activities

The principal activity of the company is pipeline maintenance, rental of indusirial pumps and equipment and the
supply of industrial cleaning services.

On 28t February 2013 the pipeline maintenance business was sold. All of the associated trade and assets were sold to
the purchaser.

Results and dividends

The profit for the year after taxation was £1,091,007 (2012 - profit of £473,756).

The company has paid a dividend of £700,000 for the year ended 31 December 2013 (2012 - £Nil).
Directors

The directors who served the company during the year and to the date of this report are listed on page 1.
Employment policies

The company's employment policies are built around Fairness, Achievement, Integrity and Respect as set out in the
Denholm Standard for employment.

Directors' responsibilities statement

The directors are responsible for preparing the Annual 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). The financial statements are
required by law to give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that year. :

In preparing these financial statements, the directors are required to:
e select suitable accounting policies and then apply them consistently;
o make judgements and accounting estimates that are reasonable and prudent;

« state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

« 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 proper accounting records which disclose with reasonable accuracy, at any
time, the financial position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the preventicn and detection of fraud and other irregularities.

As at the date of this report, as far as each director is aware, there is no relevant audit information of which the
company's auditor is unaware. Each of the directors have taken such steps as they should have taken as a director in
order to make themselves aware of any relevant audit information and to establish that the company's auditor is aware
of that information.




DENHOLM MACNAMEE LIMITED
THE DIRECTORS' REPORT (eontinued)
YEAR ENDED 31 DECEMBER 2013

Going concern

The directors, having considered the company's forecasts, cash resources and group facilities. have concluded that the
company has a reasonable expectation that it has adequate resources to continue in operational existence for the
foreseeable future. Accordingly, the directors continue to adopt the going concern basis in preparing the Annual
Report and financial statements.

By order of the Board on \5\5\\510\\\

G A HANSON
Company Secretary




DENHOLM MACNAMEE LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DENHOLM
MACNAMEE LIMITED

YEAR ENDED 31 DECEMBER 2013

We have audited the financial statements of Denholm MacNamee Limited, company registration number SC2983532,
for the year ended 31 December 2013 which comprise the Profit and Loss Account, the Balance Sheet and the related
notes | to 23. 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 1o 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 explained more fully in the Directors' Responsibilities Statement, 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 Ethical
Standards for Auditors.

Scope of the audit of the financial statements

An audit invelves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accounting policies are appropriate to the company's circumstances
and have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates
made by the directors; and the overall presentation of the financial statements. In addition, we read all the financial
and non-financial information in the annual report to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent
with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

¢ give a true and fair view of the state of the company's affairs as at 31 December 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.
Opinion on other matter prescribed by the Companies Act 2006

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

5.




DENHOLM MACNAMEE LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DENHOLM
MACNAMEE LIMITED (continued)

YEAR ENDED 31 DECEMBER 2013

Matters on which we are required to report by exception

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

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

« the 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.

Colin Gibson CA (Sentor Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

Glasgow
United Kingdom




DENHOLM MACNAMEE LIMITED
PROFIT AND LOSS ACCOUNT

YEAR ENDED 31 DECEMBER 2013

Note
TURNOVER
Continuing operations
Discontinued operations
Total turnover 2
Cost of sales
GROSS PROFIT
Administrative expenses
Other operating income 3
OPERATING PROFIT
Continuing operations operating profit
Discontinued operations operating loss
Total operating profit 4
Profit / (loss) on a termination of an operation 4
Interest payable and similar charges 7
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
Tax on profit on ordinary activities 8
PROFIT FOR THE FINANCIAL YEAR 21

Statement of total recognised gains and losses

2013 2012
£ £
6,063,928 7,489,406
113,887 3,217,677
6,177,815 10,707,083
(3,573,285)  (7,887,311)
2,604,530 2,819,772
(1,322,223)  (1,964,023)
88,916 47,247
1,567,943 1,462,736
(196,720)  (559,740)
1,371,223 902,996
76,914 (85,000)
(37,317) (92,888)
1,410,820 725,108
(319,813)  (251,352)
1,091,007 473,756

There are no recognised gains or losses other than the profit of £1,091,007 attributable to the sharchoiders for the year
ended 31 December 2013 (2012 - profit of £473,756). Accordingly, a statement of total recognised gains and losses is

not presented.

The notes on pages 9 to 18 form part of these financial statements.




DENHOLM MACNAMEE LIMITED
BALANCE SHEET

31 DECEMBER 2013

Note
FIXED ASSETS

Intangible assets 10
Tangible assets I

CURRENT ASSETS

Stocks 12
Debtors due within one year 13
Cash at bank and in hand

CREDITORS: Amounts falling due within one year 15
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: Amounts falling due after more than one year 16
NET ASSETS

CAPITAL AND RESERVES

Called-up share capital 20
Profit and loss account 21
SHAREHOLDERS' FUNDS 22

M ] BEVERIDG
Director

The notes on pages 9 to 18 form part of these financial statements.

-8-

2013 2012
£ £

94,177 165,053
1,026,103 1,660,069
1,120,280 1,825,122
209,743 47,469
2,296,328 2,436,711
54,368 813,327
2,560,439 3,297,507
(2,003,566)  (2,522,164)
556,873 775,343
1,677,153 2,600,465

- (1,314,319)

1,677,153 1,286,146
1,000,000 1,000,000
677,153 286,146
1,677,153 1,286,146




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

1 ACCOUNTING POLICIES

Basis of accounting

The financial statements have been prepared under the historical cost convention and in accordance with applicable
UK accounting standards. They have been prepared on a going concern basis, as explained in the Directors’ Report.

The principal accounting policies are summarised below. They have all been adopted consistently throughout the
current year and the prior year.

Cash flow statement

The directors have taken advantage of the exemption in Financial Reporting Standard No 1 (Revised 1996) from
including a cash flow statement in the financial statements on the grounds that the company is wholly owned and its
parent includes the company in its consolidated financial statements.

Turnover

The turnover shown in the profit and loss account represents amounts earned during the year and is stated net of Value
Added Tax,

Intangible assets
Trading licences acquired are capitalised at cost and amortised over their useful economic life, which is four years.

Goodwill arising on the purchase of a business is capitalised and written off on a straight line basis over its useful
economic life, which is five years. Provision is made for any impairment.

Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation, and any provision for impairment. Depreciation is
calculated on a straight line basis to write off the cost less estimated residual value of tangible fixed assets over their
anticipated useful lives as follows:

Leasehold Property - over the lesser period of the lease or 10 years
Plant & Machinery - 4 years

Fixtures & Fittings - 4 years

Motor Vehicles - 4 years

Equipment - 4 years

Stocks

Stocks are stated at the lower of cost and net realisable value, after making due allowance for obsolete and slow
moving items.

Work in progress

Work in progress is valued on the basis of direct costs plus attributable overheads based on normal level of activity.
Provision is made for any foreseeable losses where appropriate. No element of profit is included in the valuation of
work in progress.

9.




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

1 ACCOUNTING POLICIES ¢ontinued)

Leases

Rentals in respect of operating leases are charged to the profit and loss account on a straight line basis over the lease
term.

Pension costs

Pension costs arise in respect of a defined contribution scheme. Contributions are charged to the profit and loss
account as incurred.

Taxation

Current tax is provided at amounis expected to be paid {or recovered) using the tax rates and laws that have been
enacted or substantively enacted by the balance sheet date.

Deferred taxation is recognised as an asset or liability if transactions have occurred at the balance sheet date that give
rise to an obligation to pay mare tax or a right to pay less tax in the future. An asset is not recognised unless it is more
likely than not that the transfer of economic benefits will crystallise in the future, Deferred tax assets and liabilities are
not discounted.

Foreign currencies

Transactions in foreign currencies are recorded at the rates of exchange ruling at the date of the transaction. All
monetary liabilities and assets are translated at the year end exchange rates or, if appropriate, at a forward contract
rate. Exchange differences are taken into account in arriving at the operating result. There were no foreign exchange
forward contracts outstanding at the current or prior year end,

2 TURNOVER

An analysis of turnover by destination is given below:

2013 2012

£ £

United Kingdom 5,355,820 8,321,850
Overseas 821,995 2,385,233

6,177,815 10,707,083

3 OTHER OPERATING INCOME

2013 2012
£ £
Profit on disposal of fixed assets 88,916 47,247

-10-




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

4 OPERATING PROFIT
Operating proflt is stated afier charging/(crediting):

2013 2012

£ £

Amortisation of intangible assets (15,199) 83,159

Depreciation of tangible fixed assets 492,036 1,342,252

Auditor's remuneration - audit fees 7,000 7,372

(Gain)/Loss on foreign exchange (28,478) 2,361
Operating lease costs:

Land and buildings 75,052 135,945

Cost of sales of £136,364 (2012: £2,905,000) and administrative expenses of £174,244 (2012: £873,411) relating to
the discontinued operations are included within the profit and loss account in the year.

5 PARTICULARS OF EMPLOYEES

The average number of staff employed by the company during the financial year amounted to:

2013 2012
Number Number
Number of administrative staff 2 9
Number of management staff 5 7
Number of technical staff 29 42
36 58
The aggregate payroll costs of the above were:
2013 2012
£ £
Wages and salaries 1,828,993 2,736,508
Social security costs 201,856 320,498
Other pension costs 47,133 77,996

2,077,982 3,135,002




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

6 DIRECTORS' REMUNERATION

The directors' aggregate remuneration in respect of qualifying services were:

2013 2012
£ £
Remuneration receivable 155,815 287,291
Company pension coniributions to money purchase schemes 2,308 18,366
158,123 305,657
Remuneration of highest paid director:
2013 2012
£ £
Total remuneration (excluding pension contributions) 135,507 89,489
Company pension contributions to money purchase schemes - 10,251
135,507 99,740
The number of directors who accrued benefits under company pension schemes was as follows:
2013 2012
Number Number
Moeney purchase schemes 1 2
7 INTEREST PAYABLE AND SIMILAR CHARGES
2013 2012
£ £
Interest payable on amounts due to group undertakings 37,317 92,888

-12-




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

8 TAXATION ON PROFIT ON ORDINARY ACTIVITIES
(a) Analysis of tax charge/(credit) in the year

Current tax:
UK Taxation in respect of the year:

UK Corporation tax based on the results for the year
Under/(over) provision in prior year

Double taxation relief

Foreign tax
Current tax on income for the year
Adjustments in respect of prior periods

Total current tax

Deferred tax:
Origination and reversal of timing differences

Tax on profit on ordinary activities

b) Factors affecting current tax charge for the period

2013 2012

£ £
311,723 391,771
30,413 (14,077)
342,136 377,694
(49,440) (69,878)
292,696 307,816
53,637 111,730
(50,674) -
295,659 419,546
24,154  (168,194)

319,813

251,352

Total current tax for the year when expressed as a percentage of profit/(loss) on ordinary activities before taxation is
lower at 21% (2012 - higher at 35%) than the standard rate of corporation tax in the UK of 23.25% (2012 - 24.5%).

Standard rate of corporation tax in the UK

Expenses not deductible for tax purposes

Accounting depreciation not eligible for tax purposes
Goodwill ameortisation not eligible for tax purposes
Capital allowances in excess of accounting depreciation
Adjustments in respect of prior periods

Difference in current and deferred tax rates

Sundry tax adjusting items

2013 2012
%o %
23 25

1 6
- 1
- 3
2) -
(1) -
1
(1) -
21 35

Finance Act 2013, which was substantively enacted on t7 July 2013, reduced the main rate of corporation tax to 21%
for the financial year commencing 1 April 2014. This rate was further reduced to 20% for the financial year

commencing | April 2015.

-13-




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

8 TAXATION ON PROFIT ON ORDINARY ACTIVITIES (continued)

The above rate changes will reduce any future UK corporation tax liabilities of the company but will not have a

material effect on the tax balances recognised at 31 December 2013.

The tax rate used for tax on profit on ordinary activities is the effective standard rate for UK corporation tax for the

year ended 31 December 2013.

9 DIVIDENDS

2013 2012
£ £
Dividends paid at £0.70 per share (2012 - £Nil) 700,000 -
10 INTANGIBLE FIXED ASSETS
Goodwill
Cost £
At 1 January 2013 321,115
Disposals (103,790}
At 31 December 2013 217,325
Amortisation
At 1l January 2013 156,062
Charge for the year (15,199)
On disposals (17,715)
At 3] December 2013 123,148
Net Book Value
At 31 December 2013 94,177
At 31 December 2012 165,053

During the year, the purchase consideration payable in relation to the acquisition of TankTech Services Limited was
finalised and settled. The revised purchase price was £103,790 lower than originally expected with this adjustment

being reflected in goodwill.

-14-




DENHOLM MACNAMEE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

11 TANGIBLE FIXED ASSETS

Cost

Atl Jan 2013
Additions
Disposals

At31 Dec 2013
Depreciation

At 1 Jan 2013
Charge for the year
On disposals

At31 Dec 2013

Net Book Value
At 31 Dec 2013

At 31 Dec 2012

12 STOCKS

Raw materials
Work in progress

13 DEBTORS

Amounts falling within one year:

Trade debtors

Amounts owed by group undertakings

Other debtors

Prepayments and accrued income
Deferred taxation (note 14)

Leasehold Plant & Fixtures & Motor
Property Machinery Fittings Vehicles Equipment Total
£ £ £ £ £ £
30,700 5,010,248 77,818 271,515 105,611 5,495,892
- 155,057 - - 641 155,698
- {(1,331,735) (22,017) (224,168) (21,256) (1,599,176)
30,700 3,833,570 55,801 47,347 84,996 4,052,414
25,672 3,474,547 45,872 191,941 97,791 3,835,823
5,027 456,875 10,082 17,108 2,944 492,036
- (1,088,950) (15,220) (180,129) (17,249)  (1,301,548)
30,699 2,842,472 40,734 28,920 83,486 3,026,311
1 991,098 15,067 18,427 1,510 1,026,103
5,028 1,535,701 31,946 79,574 7,820 1,660,069
The leasehold property above relates to a lease with less than 50 years unexpired.
2013 2012
£ £
52,546 33,393
157,197 14,076
209,743 47,469
2013 2012
£ £
1,601,406 1,549,296
280,719 117,445
198,779 175,665
99,778 54,505
115,646 139,800

-15-
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DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2013

14 DEFERRED TAXATION

The deferred tax included in the Balance sheet is as follows:

2013 2012
£ £
Included in debtors (note 13) 115,646 139,800
The movement in the deferred taxation provision during the year was:
2013 2012
£ £
Balance brought forward 139,800 (28,394)
Profit and loss account movement arising during the year (note 8) (24,154) 168,194
Balance carried forward 115,646 139,800
The balance of the deferred taxation account consists of the tax effect of timing differences in respect of:
2013 2012
£ £
Accounting depreciation in excess of capital allowances 115,646 139,800
15 CREDITORS: Amounts falling due within one year
2013 2012
£ £
Trade creditors 178,830 374,500
Amounts owed to group undertakings 986,794 1,037,680
Corporation tax 81,736 168,464
Other taxation and social security 219,480 348,659
Other creditors 284,089 286,596
Accruals and deferred income 252,637 306,265
2,003,566 2,522,164

The amount due to a group undertaking within one year is in respect of a loan from the immediate parent undertaking

which bears interest at a fixed rate of 4% and is repayable on demand.
16 CREDITORS: Amounts falling due after more than one year
2013

Amounts owed 1o group undertakings -

2012
£

1,314,319

-16-




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

17  PENSIONS

The group contributes to a defined contribution scheme for which the pension charge in the company for the year
amounted to £47,133 (2012 - £77,996).

18 COMMITMENTS UNDER OPERATING LEASES
At 31 December 2013 the company had annual commitments under non-cancellable operating leases as set out below.
Land and buildings

2013 2012
£ £

Operating leases which expire:
Within 2 to 5 years 85,000 111,200

19 RELATED PARTY TRANSACTIONS

Transactions with entities in which the J. & J. Denholm Limited group of companies has contro! of 100% of the voting
rights are not disclosed as permitted by Financial Reporting Standard No. 8 - "Related Party Disclosures".

20 CALLED UP SHARE CAPITAL
Allotted, called up and fully paid:

2013 2012
Number £ Number £

Ordinary 'A' shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
21 PROFIT AND LOSS ACCOUNT

2013 2012

£ £

Balance brought forward 286,146 (187,610)
Profit for the financial year 1,091,007 473,756
Dividends paid (700,000) -
Balance carried forward

677,153

286,146




DENHOLM MACNAMEE LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2013

22 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

2013 2012
£ £
Profit for the financial year 1,091,007 473,756
Dividends paid (700,000) -
Opening shareholders’ funds 1,286,146 812,390
Closing shareholders' funds 1,677,153 1,286,146

23  ULTIMATE PARENT COMPANY

The immediate parent undertaking is Denholm Oilfield Services Limited a company registered in Scotland. The
ultimate parent undertaking is J. & J. Denholm Limited. Copies of the accounts of J. & J. Denholm Limited the largest
and smallest group undertaking which consolidates the financial statemenis of the company, may be obtained from the
Registrar of Companies, Companies House, Crown Way, Cardiff, CF14 3UZ.

-18-




