EXECUTIVE CHAIRMAN’S STATEMENT

WE HAVE PARTICULARLY BENEFITED FROM GROWTH IN
TWO SECTORS THAT HAVE EITHER BEEN RELATIVELY
UNAFFECTED BY THE PANDEMIC OR EVEN BENEFITED
FROM IT: RENEWABLE ENERGY AND DATA CENTRES.
2020 will go down in history as
the year of the COVID-19 pandemic,
which has significantly impacted
on almost every aspect of
business and personal life over
the last twelve months and
Northbridge was no exception.

Peter Harris
Executive Chairman

At the time of writing this statement last
year we were already seeing the early
signs of disruption to our markets and
were implementing plans to ensure that
we could withstand the effects of the
pandemic. We reduced costs, secured
our supply chains while optimising
working capital, minimised discretionary
capital expenditure and refinanced to
secure the ongoing liquidity of the Group.
Though the scale, impact and duration
of the pandemic, which is far from over
yet, was greater than most people dared
imagine a year ago, I am pleased to
report that the prompt and decisive
action that was taken at the time
enabled the Group to continue to trade
profitably and generate cash during the
year to 31 December 2020. This was
despite a number of channels to our
traditional markets being closed
or constricted due to restrictions on the
freedom of movement of people and
materials and the increased cost of
working due to social distancing and
other measures to protect the wellbeing
of our colleagues, suppliers and customers.
Group revenue increased by 1% to £34.0
million (£33.6 million) and pre-exceptional
profit before tax increased to £0.4 million
(2019: £0.3 million).
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We have entered 2021 with the benefit
of new year record orders for the sale
of Crestchic products and signs of
strengthening rental pipelines across
both of our operating divisions.

CRESTCHIC – POWER RELIABILITY

Crestchic manufactures, sells and rents
loadbanks and transformers to domestic
and international customers all around
the world. Our products are used to assure
reliability for generators and distributors
of power for industries critically dependent
on backup power to ensure business
continuity in the event of a failure of their
primary power supply, and to commission
power generation in remote sites such
as mining and drilling activities for the
extraction of natural resources.
We have particularly benefited from
growth in two sectors that have either
been relatively unaffected by the
pandemic or even benefited from it:
renewable energy and data centres.
The accelerating transition from coal
and oil-based energy sources towards
cleaner and renewable energy is
resulting in a proliferation of smaller
energy generators whose sites both
require commissioning and also create
unique challenges for connection into
established distribution networks.
These in turn create an increased need
for testing that is driving the demand for
our products, both for outright sale and
for rental as Crestchic loadbanks are on
par with the most advanced and resilient
systems available in the western
economies for this purpose.

Overview

Strategic report
report

The continuing worldwide growth in data
centres continues to provide Crestchic
with tangible and significant opportunities
for both the sale and rental of our equipment.
We expect global investment in this type
of “big data” to grow for many years to
come and we are actively expanding our
geographic penetration and the range
of products and services that we supply
to this rapidly growing market.
Crestchic’s total turnover for the year
was £24.6 million, down slightly from
£25.4 million in 2019.
Outright sales of manufactured goods
performed strongly, up 18.0% year on
year, and this growth would have been
higher still save for the constraints on
manufacturing capacity which were
exacerbated by the safe working
practices introduced due to the
pandemic. Demand was particularly
strong from the data centre sector
which, unsurprisingly, saw its already
strong growth accelerate with the
increase in homeworking patterns
in developed economies, and from the
renewables sector, particularly for DC
loadbanks, which are now emerging as
a real area of opportunity for the division.
Gross margin on outright sales declined
from 37.8% to 34.4%, primarily due to the
increased costs of working in the factory
as a result of COVID-19 restrictions.
Encouragingly, for the third year running,
we exited the year with a record sales
order book.
Rental was more severely impacted by
the pandemic and turnover was down
19.6% year on year. Though rental
demand remained strong from data
centres and the renewables market,
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larger tests for energy and marine
projects in the Middle and Far East were
severely impacted by the difficulty of
deploying people to sites, which curtailed
exploration and development activity.
Gross margin on rental also declined
– from 61.5% in 2019 to 55.7% in 2020,
mainly due to the lower recovery of fixed
depreciation costs. Although turnover
fell in 2020, few of the anticipated larger
rental projects were cancelled – most
have been delayed into later periods,
awaiting the return of more normal site
conditions post the pandemic. The
success of the development and rollout
of vaccines around the world is now
restoring business confidence and we
are now seeing these larger projects
beginning to re-emerge.
Our business in the USA continued to
develop and the sheer scale of the
market creates a strategic growth
opportunity for Crestchic. On top of our
normal business, we benefited in 2020
from a rental contract in California where
our equipment was used to assure power
supply resilience in the face of ongoing
problems to the grid infrastructure
caused by wildfires – which is likely to be
an increasing issue around the world in
the face of climate change. Demand for
DC loadbanks has also been strong in the
USA and we plan to increase investment
in our DC loadbank hire fleet.
To meet the expected increase in demand
for our products for both outright sales
and rentals, we are now at an advanced
stage of planning to enlarge the factory
in Burton on Trent. We expect to break
ground on a new building in the second
half of 2021 with the new facility
scheduled to be up and running in early

Financial statements

2022. The extension, together with
reconfiguration of the existing facilities,
is expected to increase production
capacity by some 50%.

TASMAN – DRILLING TOOLS

Our tool rental operations in Australia,
New Zealand, Malaysia, Singapore and
the Middle East enjoyed a strong first
quarter but were then significantly
impacted by the effects of the pandemic.
As seen in the rental side of our power
reliability division, from the second
quarter onwards larger drilling projects
were affected by the difficulty of deploying
people to sites. This curtailed exploration
and development activity and resulted
in some of the anticipated larger rental
projects slipping into later periods,
awaiting the return of more normal site
conditions post COVID-19. At the half
year, in response to the increased level
of uncertainty as to the future trading
prospects of the division, we recorded an
exceptional write down, primarily relating
to intangible assets, of £7.8 million. Although
we are now starting to see increased levels
of enquiries for such projects for the second
half of 2021 and confidently expect markets
to start to recover within this time frame,
this write down was still considered to be
appropriate at the year end.

Outright sales of manufactured
goods performed strongly, up
18.0% year on year.”
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EXECUTIVE CHAIRMAN’S STATEMENT CONTINUED

TASMAN – DRILLING TOOLS CONTINUED

Despite the pandemic, the division again
achieved a year-on-year improvement,
with total revenue up 14.6% to £9.4 million
(2019: £8.2 million). EBITDA was strongly
positive at £2.0 million (2019: £0.5 million)
and the operating loss (after the allocation
of central costs) was reduced to £0.7 million
(2019: £2.5 million). But for COVID-19,
we believe that the division would have
comfortably returned to profit for the
year as a whole.
We anticipate that the prospects for
the division are now more favourable
as markets generally recover and,
more specifically, through exploiting
emerging opportunities such as natural
gas exploration in Eastern Australia
and geothermal drilling activity
in New Zealand.

POST-PANDEMIC FUTURE OF THE GROUP

2020 was a year of unprecedented
challenge and I am very proud of the way
in which we responded to and overcame
the difficulties presented by the COVID-19

pandemic. That response was all down to
our people – our staff, management and
the Board. We recognised the problem
early, we took decisive action and we
focused on our strengths, which are
many. Northbridge is emerging from the
pandemic as a leaner, more robust and
better focused organisation.
Financially, we are conservatively geared
and benefit from the stability and support
afforded by longstanding relationships
with committed core shareholders and
our lenders.
We are taking the opportunity afforded by
our strong financial position to renegotiate
our banking facilities to provide flexible,
committed support to fund the ongoing
growth and development of the business.
This process should be completed in the
second quarter of 2021. These facilities
should also provide the financial headroom
to crystallise the £4.0 million convertible
loan notes and to accommodate whatever
election that the holders of the loan
notes may make in respect of early

redemption for cash or conversion into
ordinary shares.
The future performance of the Group will
be refocused around delivering superior
returns on capital ahead of our cost of
capital by effectively deploying our assets
in the markets and sectors that can
provide higher utilisation and returns.
Following a strategic review of the
activities of the Group, which concluded in
the first quarter of 2021, and an expression
of interest in the possible acquisition
of its drilling tools division, Tasman,
the Board has appointed advisors to
investigate the potential disposal of its
drilling tools activities. As the impact
of the pandemic diminishes, the Board
expects that Tasman will continue to
generate cash and return to profitability.
However, disposal of the division will be
considered should a firm offer be received
that, in the opinion of the Board and its
advisors, represents greater value to
shareholders than that which would be
created by retaining these activities
within the Group.

CASE STUDY:
GRID RESILIENCE IN CALIFORNIA
ISSUE

Fires were started by sparking overhead power cables and pole mounted
transformers on the aged and poorly maintained distribution network.

SOLUTION

Whilst the local network provider effected emergency repairs, temporary
generators were installed to power remote towns and communities. The
temporary generators were quite often required to run for long periods of
low demand and loadbanks were required to provide a base load for these
systems to avoid wet stacking and to ensure reliability of operation.
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Our power reliability assets include a
portfolio of market-leading products that
are uniquely aligned to emerging demand
for support in areas such as data centres,
power resilience and clean and renewable
energy, and the business enjoys a
well-earned reputation for the quality
of our products and our expertise in
their deployment.
We have opportunities to extend our reach
into our traditional and emerging growth
markets by broadening our presence in
major geographies such as the USA,
continental Europe and Asia-Pacific and
ongoing development of the range and
application of our products.
Organisationally, our Board has given
clear strategic leadership and exercised
strong governance. Our management
team is stable and experienced, and
possesses a deep knowledge of our
products and markets, and our staff are
second to none in their skills, experience
and loyalty. Each member of our team
has been challenged during the last year
and each has risen to and overcome the
challenges he or she faced. And there
have been sacrifices – voluntary salary
reductions, furlough schemes, unusual
working conditions and locations and
uncertainty to name but a few. I cannot
thank my colleagues enough for all they
have done to ensure the future success
and prosperity of the business.
On 31 March 2021, Eric Hook retired
from the Board and I would like to express
my gratitude to Eric for his 15 years of
exemplary service and wish him well in
his retirement. Eric, as the founder of
the Company, was principally responsible
for creating the global business that
we have today.
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We have taken the opportunity of Eric’s
retirement to streamline the Board
structure. The roles of Chairman and
Chief Executive have been combined into
the single role of Executive Chairman,
and Chris Caldwell, Managing Director
of the Crestchic division, has joined the
Board. Chris has already been attending
Board meetings for several years in
preparation for this new responsibility.
Also stepping down from the Board is
Ash Mehta, Non-executive Director and
Chair of the Audit Committee. He will
leave the Board following completion of
the 2020 audit once this annual report is
approved at the Annual General Meeting
in June. Ash has been a Director of the
Company for 14 years, in several capacities,
and the Board is immensely grateful for
his contribution to the success of the Group.
Judith Aldersey-Williams will become
the Chair of the Audit Committee.
To maintain an appropriate balance
between the Executive and independent,
Non-executive members of the Board,
we have introduced the role of Senior
Independent Director. Stephen Yapp,
who joined the Board in 2020, is stepping
up to this position.
While we expect to benefit from the
recovery of the global economy as the
world emerges from the pandemic, we
know that the real levers for sustained
value creation lie firmly in our own hands.
We will use our strong platform of
financial stability, product excellence,
innovation, market opportunity and
outstanding people to drive growth in
revenue, profits and return on capital.
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The continuing worldwide
growth in data centres
continues to provide Crestchic
with tangible and significant
opportunities for both the sale
and rental of our equipment.”
OUTLOOK

We entered 2021 with a strong order
book for our core Crestchic products and
optimism for continued improvement in
our trading performance in both Crestchic
and Tasman. Alongside this, we are
continuing to manage costs efficiently,
optimise working capital, and focus our
capital expenditure on areas of strategic
significance to our ambitions for growth.
All of this should deliver a strong
performance in 2021 and build the
foundations for long-term growth.
In the first quarter of the year the Group
performed in line with management's
expectations and we expect growth in
revenues and profit over the remainder
of the year. We expect profit for the first
half to be ahead of 2020 and for this
to continue during the second half
of the year.

Peter Harris
Executive Chairman
13 April 2021
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