FINANCIAL REVIEW

PRE-IFRS 16 YEAR-END NET DEBT
STOOD AT £5.4 MILLION, DOWN
FROM £6.4 MILLION IN 2019.

controlled due to the pandemic. £0.4 million
of pandemic related non-repayable
Government support was received during
the year which included £0.3 million
received in Australia. The UK factory
remained open throughout the year
and very few UK-based staff were
placed on furlough.

Iwan Phillips
Finance Director

REVENUE AND PROFIT BEFORE TAX

Exceptional items for the year, all related
to the Tasman division, totalled £7.3 million
net of deferred tax. Full details can be
found in note 4 to the financial statements.

EARNINGS PER SHARE

The Group’s revenue is derived
principally from the rental of its
hire fleet and the sale of manufactured
equipment. Notes 2 and 3 to the financial
statements show the Group’s revenue split
by segment, geography and revenue type.

The basic and diluted loss per share (“LPS”),
both of 26.9 pence (2019: 0.8 pence),
have been arrived at in accordance with
the calculations contained in note 11
to the financial statements. This LPS is
after exceptional items of £7.3 million.

As many of the Group’s costs are largely
of a fixed nature in the short to medium
term (with significant movements in the
cost base being attributable to acquisitions,
large capital expenditure and divestments)
any revenue movement, however small,
will be highlighted at the operating
profit level.

BALANCE SHEET AND DEBT

Although overall revenue increased
by 1% when compared with 2019, rental
revenue made up 58% of total revenue in
2020 compared with 64% in 2019. This
shift in mix towards sales from rental,
together with the pandemic-driven
decrease in the equipment sales margin,
decreased the overall margin from 47.0%
in 2019 to 43.2% in 2020.
Operating costs decreased from
£13.6 million to £13.3 million with costs
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Net finance costs decreased in 2020
with the level of debt decreasing.
A pre-exceptional profit before tax of
£0.4 million was generated in the year
compared with £0.3 million in 2019.

Total net assets at 31 December 2020 were
£27.7 million compared with £35.0 million
in 2019. The decrease in net assets during
the year is mainly due to the exceptional
costs of £7.3 million relating to the
impairment of intangible assets and
amounts owed by joint ventures within
the Tasman division. Further details
are included in notes 4 and 12 to the
financial statements.
Net assets per share at the year end
were 98 pence (2019: 125 pence) after the
impairment of Tasman intangible assets.
Hire fleet additions in the year totalled
£3.8 million (2019: £3.7 million) with
investment made in both the Crestchic
and Tasman businesses. Proceeds from
the sale of hire fleet were £0.8 million
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(2019: £1.6 million) resulting in a net
spend of £2.9 million (2019: £2.0 million).
The majority of this capital expenditure
was planned before the pandemic and
leaves the Group well positioned to benefit
from the post-COVID-19 recovery without
requiring significant capital expenditure.
Inventory levels increased during the
year to £4.5 million (2019: £3.5 million)
mainly due to the increased production
levels and the prudent approach applied
to stock levels to decrease the risk of
COVID-19 and Brexit related supply
chain issues.
Despite COVID-19, cash collection has
been strong during the year and year-end
trade receivables have decreased from
£6.7 million to £6.6 million in the year.
Debtor days have not been adversely
affected by COVID-19 and the Group
maintained its usual trading terms to
suppliers, including at the year end.
During 2020 the bank and convertible
loan note facilities were extended by one
year to June 2022. The bank facilities
were extended on the original terms and
the convertible loan notes’ exercise price
was decreased from 125 pence to 90 pence.
The option to extend the loan notes was
included in the original agreement and as
detailed in that agreement the interest
rate will increase from 8% to 10% for
the one-year extension period.
As noted in the Executive Chairman’s
Statement, advanced discussions are
currently being held to secure longer-term
debt facilities for the Group which will
give the Board the ability to crystallise
the convertible loan notes. We expect
this to occur during the second quarter
of 2021.
Net debt decreased by £1.0 million during
the year to £6.8 million (£5.4 million pre-IFRS
16) (2019: £7.8 million, £6.4 million
pre-IRS 16) which includes £4.0 million
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TAX EXPENSE

debt convertible to equity at 90 pence
per share. During the year the Group made
investments in both fixed assets and
working capital while decreasing debt.

it makes in assets and working capital.
Our ROI measure is defined by the
pre-exceptional operating profit divided
by the net operating assets.

The overall tax charge for the year
totalled £0.1 million (2019: £0.6 million)
after a £0.4 million exceptional credit for
the deferred tax related to impaired
intangibles within the Tasman division.

Notwithstanding the investment seen
during the year and the pandemic-driven
decrease in EBITDA, the Group’s leverage,
as calculated by dividing net debt by EBITDA,
decreased from 1.0x as at 31 December
2019 to 0.9x as at 31 December 2020. On
a pre-IFRS 16 basis this ratio decreased
from 0.9x to 0.8x during the year.

Losses relating to the Group’s Australian
entities have prudently not been recognised
as a deferred tax asset at the balance
sheet date, but the losses are available
to be utilised against future profits. Any
future recognition of a deferred tax asset
will be dependent on these future profits
by jurisdiction becoming more certain.

CASH FLOW

The Group continued to generate
significant levels of cash despite the
COVID-19-driven decrease in EBITDA and
increase in inventory levels, and has
seen the cash generated from operations
decrease from £8.8 million to £7.1 million
in the year. During the year no payments
of employment taxes, rates, VAT or GST
were deferred.

Financial statements

The Group manages taxes such that it
pays the correct amount of tax in each
country that it operates in, utilising
available reliefs and engaging with local
tax authorities and advisors as appropriate.

RETURN ON INVESTMENT (“ROI”)

As noted in the Executive Chairman’s
Statement, a key metric for the Group is
the return generated on the investments

The Group is focused on delivering an ROI
well above its weighted average cost of
capital. The Group’s pre-tax cost of
capital has been calculated at 12.5% by a
third-party advisor and the Board is
targeting a Group ROI of 15% in the
medium term.
To achieve this the Board will focus
on the following:
n

the prioritisation of ROI in all capital
expenditure and asset disposal decisions;

n

maintaining Crestchic’s ROI as
investment into its growth continues;

n

accelerating the improving trends
seen in the Tasman ROI; and

n

ensuring that the PLC overhead
is appropriate.

DIVISIONAL AND GROUP ROI
Crestchic Loadbanks and Transformers

Net operating assets
Average net operating assets
Operating profit**
*

Tasman Oil Tools

2018

2019

2020

2018

25,050

21,966
23,508
5,095

20,088
21,027
3,227

23,099

22%

15%

Return on investment

2019

Group
2020

22,015
22,557
(2,535)

14,946
18,480
(676)

(11%)

(4%)

2018

2019

2020

48,089

43,663
45,876
1,183

34,854
39,258
1,122

3%

3%

* 2018 net operating assets defined below; for 2019 and 2020 see note 3.
** See note 3 for divisional allocation.

Crestchic rental revenue was the revenue stream most severely impacted by COVID-19 and we are confident of the division
returning to an ROI of over 20% in the short term and the changes to the PLC Board structure will decrease the impact of central
costs on the Group’s ROI.
Tasman has benefited from strong investment over the past three years and we expect this division to generate positive returns
in the medium term as activity levels resume to at least pre-pandemic levels. The previous investment will ensure that significant
revenue growth can be achieved with only modest levels of future investment and we expect free cash flow to be positive in 2021
and beyond.

RECONCILIATION TO REPORTED FIGURES
NET OPERATING ASSETS 31 DECEMBER 2018

The ROI ratio uses the average net operating assets during the year. The net operating assets by division for 31 December 2018 were:
Crestchic
Loadbanks and
Transformers
£’000

Tasman Oil
Tools
£’000

Total
£’000

Other
£’000

2018
Total
£’000

Operating assets (total assets less cash and cash equivalents)
Cash and cash equivalents

28,235
1,582

24,989
634

53,224
2,216

171
86

53,395
2,302

Total assets

29,817

25,623

55,440

257

55,697

Trade and other payables
Lease liabilities

3,185
—

1,890
—

5,075
—

231
—

5,306
—

Operating liabilities

3,185

1,890

5,075

231

5,306

25,050

23,099

48,149

(60)

48,089

Net operating assets
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FINANCIAL REVIEW CONTINUED

RECONCILIATION TO REPORTED FIGURES CONTINUED
RECONCILIATION OF PRE-IFRS 16 AND POST-IFRS 16 NET DEBT, EBITDA AND CASH GENERATED FROM OPERATIONS

The following tables reconcile the pre and post-IFRS 16 balances of some of the Group’s key metrics: net debt, EBITDA and cash
generated from operations. This is to enable users to compare these metrics to pre-IFRS 16 metrics from 2018 and previous periods.
31 December 2020
as reported
£’000

(Loss)/profit before tax
Exceptional costs
Finance costs
Depreciation
Amortisation of right-of-use assets
Amortisation
EBITDA
Cash generated from operations

(7,375)
7,751
746
5,059
887
201

31
—
(68)
156
(887)
—

(7,344)
7,751
678
5,215
—
201

7,269

(768)

6,501

7,063

(768)

6,295

Loans and borrowings
Lease liabilities
Cash and cash equivalents

8,963
2,189
(4,323)

802 *
(2,189)
—

9,765
—
(4,323)

Net debt

6,829

(1,387)

5,442

31 December 2019
as reported
£’000

31 December 2019
excluding IFRS 16 impact
£’000

IFRS 16 impact
£’000

Profit before tax
Exceptional costs
Finance costs
Depreciation
Amortisation of right-of-use assets
Amortisation

315
—
868
5,403
822
380

35
—
(76)
107
(822)
—

350
—
792
5,510
—
380

EBITDA

7,788

(756)

7,032

Cash generated from operations

8,798

(756)

8,042

Loans and borrowings
Lease liabilities
Cash and cash equivalents

9,106
1,918
(3,272)

610
(1,918)
—

9,716
—
(3,272)

7,752

(1,308)

6,444

Net debt

* Any leases which would have been classified as finance leases prior to IFRS 16 have been added to loans and borrowings.

Iwan Phillips
Finance Director
13 April 2021
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31 December 2020
excluding IFRS 16 impact
£’000

IFRS 16 impact
£’000
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