OUR BUSINESS MODEL

“We believe that we are well positioned to capitalise
on a sustained post-COVID-19 recovery and deliver
superior returns to shareholders.”
Peter Harris
Executive Chairman

OUR DIVISIONS

Northbridge is an AIM listed entity
which wholly owns two distinct
trading divisions, Crestchic
and Tasman.

n

Specialists in electrical
testing equipment

n

Manufacturing, sales,
service and hire

OUR VALUE CREATION

All our markets demand very high levels of safety appreciation,
working practices and qualification. We demand the same from
our engineering design, factory production, rental operation and
site engineers. Continuous training, certification and customer
engagement are vital to keep our employees, customers and
shareholders insulated from risk. Our understanding of emerging
market trends and technologies and our capacity to innovate
enable us to keep pace with changing customer needs in mission
critical industries and provide high value-added solutions.

INTEGRITY

RESPONSIBILITY

SAFETY

SUSTAINABILITY

We will act with integrity at
all times – we will be honest
and straightforward in our
business dealings

n

Drilling tool rental into the gas,
oil and geothermal industries

We will ensure that everything we do
is done safely – no “ifs”, no “buts”
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We will comply with our legal
obligations and apply sensible risk
management policies to protect
our assets for the benefit of
shareholders and other stakeholders
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We will be responsible global
citizens playing our part in
creating a sustainable future
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OUR STAKEHOLDERS

OUR CUSTOMERS

BENEFIT LOCAL COMMUNITIES

We will seek to ensure that local
communities where we operate
benefit from employment and
contracting opportunities

DIVERSITY

We will seek to create diverse,
effective and friendly teams
where people want to work

Our customer-focused, dedicated and
collaborative approach adds value to
customers as well as ourselves. Our
loadbank design team works closely
with customers to ensure the end
product meets all of their needs.
Our size is ideally placed to be large enough
for customers to benefit from production
scale and experience, but nimble and
flexible enough to undertake bespoke
engineered solutions that both our rental
and sales competitors often resist.
Highly focused teams concentrate on
ensuring equipment availability is at the
highest levels possible. This allows our
customers to have the confidence to rely
on us to meet their needs. The fast-paced
and service-led data centre, marine,
construction, and extractive industry
markets demand this quality of operation.

OUR PEOPLE

The Group’s employees are highly
motivated, customer focused and highly
experienced in their fields. Attracting,
motivating and retaining the right people
is critical for our future growth.

EXCELLENCE

We will strive for excellence in the
quality of our products and the
service we provide to our customers

OUR PARTNERS

Building successful partnerships is key
to Northbridge. New products have been
launched and new markets entered by
partnering with local companies and
utilising the relationships to access local
markets. This enables us to establish a
presence quickly and cost efficiently and
leverages partners’ local knowledge.
Within Crestchic, which offers a
specialised service, this model is
very flexible as many markets do not
offer full time demand but often have
major projects.
Our effectiveness in meeting our
customers’ needs is reliant on our strong
relationships with our key suppliers and
these strong relationships were critical
to successfully maintaining our supply
chains through the disruption caused
by the COVID-19 pandemic.

OUR SHAREHOLDERS

We believe that we are well positioned to
capitalise on a sustained post-COVID-19
recovery and deliver superior returns
to shareholders.

We have a very stable workforce with many
long-term employees. Apprenticeship
schemes are in place and we are committed
to bringing young people into the business,
whilst sponsoring their education
and training.
We aim to attract and develop our
staff and give them opportunities and
pathways to progress. Many of our staff
have secured promotions over the past
few years and many job opportunities
are taken by internal candidates.
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STRATEGY

OUR VISION:

TO BE A GLOBAL SUPPLIER OF
MISSION CRITICAL ELECTRICAL
EQUIPMENT SERVICING THE EMERGING
NEEDS OF THE “NEW ECONOMY”.
The Northbridge strategy is to consolidate and build its specialist industrial
equipment power reliability business, driving growth organically through:

INCREASING
PRESENCE

EXPLOITING
OPPORTUNITIES

INVESTING

EXPANDING

RESEARCH AND
DEVELOPMENT

in major regional
markets: Continental
Europe and the USA

offered by the new
economy: data
centres and grid
resilience/renewable
energy

to enlarge and
upgrade the hire fleet

the factory to
provide production
capacity to meet
growing demand

to enhance our
existing products
and expand our
product offering

Achieving this strategy will consolidate our position as a specialist industrial services business serving
international markets to meet the emerging needs of the new economy, which is data driven and dependent
upon a reliable electrical power infrastructure, and where environmental priorities are driving a rapidly
increasing share of that power to come from renewables and cleaner energy generation.
The Board reviews strategy periodically and believes this to be the correct strategic direction for the Group.
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STRATEGY IN ACTION:

IN A WORLD INCREASINGLY RELIANT ON
DIGITAL INFRASTRUCTURE, POWER RELIABILITY
IS CRITICAL, AND IN A WORLD FACING THE
CHALLENGES OF CLIMATE CHANGE, GRID
RESILIENCE HAS TO COPE WITH POWER
FROM RENEWABLE OR CLEAN ENERGY SOURCES.
DATA CENTRES – EXPLOSIVE
GLOBAL GROWTH AS THE
WORLD BECOMES
INCREASINGLY DIGITAL

Crestchic has seen data centres
activity grow to 22% of the total
equipment sales during 2020. It sells
and hires into data centres through a
variety of sales channels with a
growing level of trading directly with
the facility owners. By expanding its
range of sector-specific equipment
and dedicated industry sales
resources, global data centre activity
will continue to grow as a revenue
stream for Crestchic.

RENEWABLES –
ENVIRONMENTALLY LED
CHARGE INTO RENEWABLE
ENERGY BRINGS RESILIENCE
CHALLENGES TO ESTABLISHED
GRID INFRASTRUCTURE

Crestchic is benefiting from the
increased stress being exerted on
ageing grid structures in Europe and
the USA, partly from the increased
level of renewable energy sources
flowing onto grids. Opportunities are
arising for high voltage load testing
on the grid upgrades required and the
new infrastructure for renewable
sources of energy and energy storage
facilities to be connected to the grid.

FACTORY EXPANSION –
ACCELERATING DEMAND
FOR OUR EQUIPMENT
DRIVES EXPANSION
OF FACTORY CAPACITY

Subject to final planning permission,
Crestchic will break ground on a new
production facility in 2021. This will
see sales capacity increase as well as
allowing further equipment to be built
for the hire fleet. It is also planned to
assemble certain products to be held
as finished goods inventory ready to
meet immediate demand.

% of factory output

Increase in

to data centres

manufacturing capacity

22%

50%
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ABOUT OUR DIVISIONS

CRESTCHIC:

SUPPORTING POWER RELIABILITY
ACROSS HIGH GROWTH, TRADITIONAL
AND RENEWABLE POWER SECTORS
Crestchic designs, manufactures and hires loadbanks to test generators and critical
power supplies. From emergency standby systems in data centres, utilities, healthcare
and telecommunications, to military support operations, the commissioning of marine
propulsion and life support systems and extractive industries.

MAJOR END MARKETS

DIGITAL ECONOMY

Data centre standby power
commissioning

POWER UTILITIES

n

n

Hospital emergency
power systems

n

Heat load air-con testing

Naval vessel
commissioning – surface
and submarine

CRITICAL INFRASTRUCTURE

n

Grid balancing demand
– solar and battery system
commissioning

MARINE

n

n

n

Nuclear standby system
maintenance

n

Telecommunications
centres – transmission
and broadcast power

n

Renewable integration
testing

Commercial shipbuilding
– container and bulk
cargo ships

n

n

Specialist oil and gas
offshore vessel testing

Military – nuclear,
conventional, intelligence

n

Life-cycle maintenance

DIVISIONAL STRATEGY
PEOPLE

Extremely stable and diverse
global workforce

EQUIPMENT
n

Major in-house fleet life extension
programme now established

GROWTH

n

n

USA still presents an ongoing market
share opportunity

n

Availability of skilled manufacturing
staff increasing in UK

n

Class-leading control system

n

n

Largest loadbank fleet globally, across
a range of applications

UK factory expansion to meet growing
global demand

n

Data centre sector exhibiting zero
signs of slow-down

n
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Ongoing training programmes
for managers
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www.crestchicloadbanks.com

MARKET OPPORTUNITIES

1.

Power reliability driven by renewables and ageing
first world infrastructure

n

The UK Government has pledged to use offshore wind power as
the backbone of Britain’s carbon-neutral energy future, and the US
Environment America Research & Policy Center and Frontier Group
state that wind could make up 90% of power for the US by 2050.
Increased reliance on sources that fluctuate (wind and solar) make
backup power a necessity for when demand outstrips supply.

n

The US Energy Information Administration (“EIA”) projects that world
energy consumption will grow by nearly 50% between 2018 and 2050.
The ongoing electrification of homes, businesses and transport
networks means increased reliance on electricity and increased
demand for backup for critical operations.

n

With nearly 75% of transmission lines and transformers 25 years
or older according to the US Department of Energy, outdated
infrastructure is frequently cited by commentators as the biggest
threat to US energy supply. In both the UK and US, the growth in
demand has eaten into the redundancy built into the system and the
transmission infrastructure has not been upgraded to keep pace,
making it prone to failure.

n

The impact of extreme weather events such as those experienced in
California and Texas over the past twelve months highlight the need
for backup power in the event of emergency blackouts.

*	Sources: US Department of Energy, gov.uk, EIA, US Environment America
Research & Policy Center.

OUR LOCATIONS

2.

Operating through five major international hubs,
with a worldwide support network of depots and agents,
we are able to meet the global demand for our products.

n

2020 saw sustained growth in the key five FLAP+D country markets
(Frankfurt, London, Amsterdam, Paris and Dublin) – which accounts
for 70% of data centre space.

n

Take-up in the same time period outside of the core markets
increased by 97% at 197MW.

n

Selected countries stand out as hotspots for future investments
– besides the core markets of the UK, Germany, the Netherlands
and France, some countries are seeing extensive new investment,
for example, Switzerland, Poland and Ireland.

n

The European data centre market is undergoing a boom in new
facility build-outs, with over 70 projects underway in twelve countries
from 2021 onwards, totalling 851,000m2.

n

According to a forecast by Gartner, end-user spending on data
centre infrastructure is projected to reach £155 billion in 2021,
a 6% increase on 2020.

n

Data centre revenues are forecast to hit $948 billion by 2030,
up from $466 billion in 2020 – a compound annual growth rate
(“CAGR”) of 6.7% over the period.

n

Middle East and African markets are in their infancy, with strong
demand creating a huge opportunity for growth.

CRESTCHIC GLOBAL HUBS:

CRESTCHIC AGENTS/DEPOTS:

Asia-Pacific: Singapore

China

Europe: Belgium

France

UAE: Dubai

Germany

UK: Burton on Trent
USA: California
and Pennsylvania

Cloud computing and
data centres driving demand**

** Sources: Gartner, Knight Frank.

3.

North America –
increasing market share

n

Initial market entry has now secured a foundation revenue stream
and customer base.

n

Demand is buoyant and exhibits all the key hallmarks of a high value
load-testing market: ageing infrastructure, high customer expectations,
a move online and a high propensity to rent.

n

Market is large enough and growing sufficiently fast to be highly
attractive for both the sale and hire of our equipment.
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ABOUT OUR DIVISIONS

TASMAN:

INCREASING OUR FOCUS
ON OPPORTUNITIES IN LOW
CARBON GROWTH MARKETS
The Tasman group has been an industry leader in the oil and gas, carbon capture storage,
geothermal and coal bed methane/coal seam gas equipment rental sectors since 1980.
It offers a broad range of drilling rental tools, fishing and re-entry tools, tubular handling equipment,
pressure control equipment and mud management equipment along with the reassurance of in-house
maintenance and specialised services. Tasman are operating in Australia, Malaysia, New Zealand,
Saudi Arabia, Singapore and the United Arab Emirates and are continually adapting their services
to support the transition to cleaner energy sources.

MAJOR END MARKETS

NATURAL GAS DRILLING TOOLS GEOTHERMAL DRILLING TOOLS CARBON CAPTURE STORAGE
n Conventional gas wells
n Power grid expansion
DRILLING TOOLS
n

n

Unconventional gas wells,
such as coal seam gas/coal
bed methane, shale gas,
tight gas, etc.

n

Blue hydrogen
n

and geothermal well
maintenance for continued
supply of power plants

n

Onshore and offshore CO2
injection projects to reduce
greenhouse gas emissions

Electricity generation and
heat exchange technology

n

Enhanced oil recovery

n

Monetisation of high CO2
gas fields, converting
contaminants into
valuable products

Enhanced or engineered,
geothermal system (“EGS”)

OIL DRILLING TOOLS
n

Conventional oil wells

n

Unconventional oil wells,
such as tight oil, shale
oil, etc.

DIVISIONAL STRATEGY
PEOPLE

Tasman is committed to provide:
n

The highest standards for the health,
safety and security

n

Equal opportunities for learning
and development to all employees

n

8

Creating a more inclusive, diverse,
engaged and empowered
global workforce

EQUIPMENT

Tasman is renowned for its reliability,
responsiveness, flexibility and superior
service delivery.
Tasman takes great pride in the diversity
of its downhole drilling products and
services and are accredited to the
highest industry standards.
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GROWTH

Tasman’s growth strategy is based on:
n

Pursuing increased geothermal
opportunities and gas expansion for
LNG and blue hydrogen processes

n

Expanding its offering into the carbon
capture storage industry, driven by the
transition to blue hydrogen

n

Increase of market share, particularly
on the East Coast of Australia and the
Middle East

Overview

Strategic report
report

Corporate governance

Financial statements

www.tasmanoiltools.com

MARKET OPPORTUNITIES

1.

Investment in LNG and natural gas, particularly
in our core market of Australia, is set to increase
for the immediate foreseeable future

n

At least $14.8 billion worth of gas projects are on track for final
investment decisions next year, according to Wood Mackenzie’s
(“WoodMac”) Australasian upstream 2021 outlook.

n

Australia is the largest LNG exporter in the world today, with Malaysia
holding third spot.

n

Demand part driven by “regasification”, replacing coal with gas for
power generation purposes; Vietnam, the Philippines and Pakistan
have embarked on large scale projects, with China and India leading
the way.

n

Balance demand driven by “energy transition” to hydrogen.

LNG facts
Australia is the top global exporter of LNG, whilst Malaysia is number
four in the world.

n

n

China, Japan and South Korea are three of the largest importers
of LNG – all supplied by Australia.

n

Regasification is underway within our region; Vietnam, the Philippines
and Pakistan are all currently converting coal to gas for energy.

n

The Government will implement its Natural Gas Roadmap (“NGR”)
in 2021.

2.

OUR LOCATIONS
Operating through five major international hubs,
with a worldwide support network of depots and agents,
we are able to meet the global demand for our products.

n

3.

LNG is a key transitional fuel to replace high carbon
content alternatives, and a prime component for blue
hydrogen manufacture
Clean hydrogen is an essential complement to electrification on the
path to net zero. Blue hydrogen, integrated with carbon capture and
storage (“CCS”), can provide the scale and reliability needed by industrial
processes. It can also play an essential role in decarbonising
hard-to-electrify industries and driving down the cost of the
energy transition.

Substantial investment is now being allocated
by Governments to kick-start a move towards
a hydrogen-based economy

Countries around the world are already betting on hydrogen as a viable
renewable energy source.

TASMAN GLOBAL HUBS:

TASMAN AGENTS/DEPOTS:

Australia: Perth

Saudi Arabia

Malaysia: Kuala Lumpur

Singapore

New Zealand: New Plymouth

n

Australia is currently one of the top three exporters of hydrogen
to the Asian markets, with three operating hydrogen projects
and 29 hydrogen related research projects currently in progress.

n

The Australian Government has spent over A$146 million between
2015 and 2019 on hydrogen related industrial and R&D projects,
feasibility studies and pilot programmes and is committed to funding
Australia’s first hydrogen hub as part of a A$1.9 billion investment
package in future technologies to lower emissions.

n

The Australian Government has committed A$370 million to
advancing Australia’s hydrogen industry since the release of the
National Hydrogen Strategy.

n

Saudi Arabia is setting its sights on becoming the world’s largest
supplier of hydrogen, a market that could be worth as much as
$700 billion by 2050. The kingdom is building a $5 billion plant
to make green fuel for export.

n

New Zealand also has five hydrogen related projects under development.

UAE: Dubai
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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,

Corporate governance

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.

Corporate governance

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.

Financial statements

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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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

14

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

Northbridge Industrial Services plc • Annual report and accounts 2020

(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

Strategic report
report

Overview

Corporate governance

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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PRINCIPAL RISKS AND UNCERTAINTIES

THE BOARD MAINTAINS A GROUP LEVEL
RISK REGISTER WHICH IS DISCUSSED
AT EACH BOARD MEETING.
The impact of each risk and the likelihood of it occurring are assessed
periodically. Divisional management maintain their own sub-registers
which feed into the Group register.

The Group seeks to mitigate exposure to all forms of risk where
practical and to transfer risk to insurers where cost effective.
In this respect the Group maintains a range of insurance
policies against major identified insurable risks, including
(but not limited to) business interruption, damage to or loss
of property and equipment, and employment risks. The major
risks are outlined here.

Risk management framework
In common with any organisation, the Group
can be subject to a variety of risks in the conduct
of its normal business operations that could
have a material impact on the Group’s long-term
performance. The Board is responsible for
determining the level and nature of risk accepted
that is felt to be appropriate in delivering the
Group’s objectives and for implementing an
appropriate Group risk management framework.

THE BOARD

4

3

1

5

6

DIVISIONAL MANAGEMENT

9

RISK

7

EXECUTIVE DIRECTORS

Reporting

10

8

Policy and guidance

2

LIKELIHOOD

SUBSIDIARY MANAGEMENT
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

Description

Mitigation

1) COVID-19
The Group’s revenues are derived from some
labour‑intensive activities such as the manufacture of
loadbanks and the commissioning, service and maintenance
of equipment both within the Group’s depots and on site.
Pandemics such as COVID-19, which restrict the movement
of people, both in terms of being able to be physically
present at work, social distancing, and the freedom to
travel to customer sites across the world, will affect the
Group’s ability to produce loadbanks for third-party
sales and service rental contracts. This may result
in lower revenues, profits and cash flows.

The Group’s activities are diverse, both in terms of industries and
geographies. Loadbanks are used to test critical infrastructure such
as data centres, hospitals and national electricity grids and a base
level of revenue can reasonably be expected to continue. Drilling tools
are also used in industries that have been deemed essential by some
Governments and work will continue. The main manufacturing facility
in Burton on Trent is able to follow all current Government advice on
social distancing and can continue to function, albeit on a reduced
capacity. The engineering support teams are managing to service
customers remotely through video conferencing. Senior management
is discussing the ongoing situation by telephone at least three times a
week and updates to the full Board are being sent after each meeting.

2) QHSE
The Group’s hire equipment is involved in safety-critical
environments where a fault with the equipment or its
misuse could cause serious injury or death. The Tasman
equipment is mainly used in the oil, gas and geothermal
drilling industry whereas the Crestchic equipment
is involved in electrical testing that can produce
lethal voltages.

The Group’s divisions, Tasman and Crestchic, have detailed QHSE
policies which are communicated to all staff. Tasman is certified
under ISO 9001, ISO 14001 and OHSAS 18001 with Crestchic certified
under ISO 9001, ISO 14001 and ISO 45001. Accident (and near-miss)
reports are continually monitored and appropriate staff training
is completed.

3) Bribery and corruption
The global nature of its business exposes the Group to risk
of unethical behaviour. The Group operates in countries
with perceived high levels of corruption, tenders for
projects and uses third-party sales agents in some
counties where it does not have a permanent presence.

The Group has a clear bribery policy which is available on the website.
All third-party agents are thoroughly vetted and are closely monitored.
The Group has a whistleblowing process in place which is continually
reviewed.

4) Market and macroeconomic risks
As evidenced by the impact of the sharply declining
oil price in 2015 and early 2016, and again in 2020,
a downturn in global economic conditions or volatility
in commodity prices creates uncertainty and may result
in lower rental activity and equipment sales levels.
This may result in a poorer performance than expected,
impacting revenues and margins.
Post-Brexit restrictions on the ability of the Group to
move goods and services from the UK into the EU may
result in lost revenue and/or increased costs.
In the execution of its corporate strategy, the Group
from time to time buys and sells businesses, an activity
which brings attendant transaction risks.

The Group constantly monitors market conditions and can flex capital
investment into the hire fleet accordingly. Products, services and
demand vary by subsidiary with some of our products and services
being subject to less market impact than others, enabling the hire
fleet to be relocated to mirror changes in localised utilisation, although
equipment in the USA (specific frequency) and China (permanently
imported) is less flexible. As the Group’s global business continues to
develop this will naturally increase and broaden both the market and
revenue base, placing reduced reliance on specific markets and regions.
Though much of the cost base of the Group is fixed, as recently shown,
the Group is prepared to take prompt and effective action to exit
underperforming activities and reduce overhead costs to mitigate
the impact of market downturns. Management and the Board have
implemented and are continually refining plans to mitigate the impact
of any post-Brexit restrictions on the ability of the Group to move
goods and services from the UK into the EU, including moving assets to
be permanently stored within the EU and employing further EU-based
staff. The composition of the Board is continually reviewed to ensure
that it brings the right complement of skills to manage transaction
risk, both through its own direct involvement and through the
engagement of suitably qualified advisors.

5) Competition and commercial risk
The Group’s revenues are derived from the sale and
rental of specialist complementary industrial
equipment and services which can be impacted by
competitor activity. There is a relatively small number
of significant competitors serving the markets in which
we operate, although we often compete against larger
and better capitalised companies which could pose a
significant threat because of financial capability, which
may result in lower pricing and margins, loss of
business, reduced utilisation rates and erosion of
market share.
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Competition for products and services provided by the Group varies by
subsidiary with some of our products and services being subject to
less market competition than others. As the Group’s global business
continues to develop this increases and broadens both the customer
and revenue base, placing reduced reliance on individual customers.
Our use of international hubs holding significant levels of equipment
available for rent has enabled us to provide an enhanced and efficient
customer service, and the ability to readily transport our hire fleet
enables us to respond to changes in localised utilisation.
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6) Information technology
The Group is dependent on its information technology
(“IT”) systems to operate its business efficiently, without
failure or interruption. Whilst data within key systems
is regularly backed up and systems are subject to virus
protection, any systems failure or other major IT interruption
could have a disruptive effect on the Group’s business.

The geographically diverse nature of the Group reduces the global risk
associated with IT failure or disruption. The use of recognised service
providers and operating and communication platforms has strengthened
the Group’s technological infrastructure and reduced the risk of loss
due to failure, breakdown, loss or corruption of data.

7) Interest rate risk
The Group delegates day-to-day control of its bank
accounts to local management. All bank and other
borrowings with the exception of the convertible loan
notes attract variable interest rates. The Board accepts
that this policy of not fixing interest rates for all
borrowings neither protects the Group entirely from the
risk of paying rates in excess of current market rates
nor eliminates fully cash flow risk associated with
interest payments.

The Group maintains strong relationships with all banking contacts.
Group borrowings are reviewed, arranged and administered centrally
with day-to-day control of bank accounts by local management being
restricted to operating within agreed parameters.
The Group’s bank borrowings are made up primarily of invoice finance
and term loans. The Group also utilises short-term trade finance and
finance leases. Although the Board considers that it currently achieves
an appropriate balance of exposure to these risks, this situation is
constantly monitored and the Board is currently renegotiating the
banking facilities and is in discussions with the holders of the
convertible notes which may lead to the notes being partially or fully
converted and/or redeemed.

8) People risk
Retaining and attracting the best people is critical
in ensuring the continued success of the Group.

Northbridge offers well-structured reward and benefit packages,
including share options, which are regularly reviewed. We try to ensure
that our people fulfil their potential to the benefit of the individual and
the Group by providing appropriate training and offering the possibility
of career advancement on an intercompany basis within the Group.

9) Foreign currency exchange risk
The Group is exposed to movements in exchange rates
for both foreign currency transactions and the translation
of net assets and income of foreign subsidiaries. Local
management has responsibility for its own bank accounts,
with bank balances held in Euro, US Dollar, Australian
Dollar, Singaporean Dollar, New Zealand Dollar and UAE
Dirham accounts. Outstanding balances for trade
receivables, trade payables and financial liabilities are
also held in these currencies. The Board recognises
that the ongoing Brexit negotiations will impact the
volatility of Sterling.

The Board manages this risk by converting surplus non-functional
currency into Sterling as appropriate, after allowing for future similar
functional currency outlays. The Board regularly seeks the opinion of
foreign currency professionals to advise on potential foreign currency
fluctuations, especially when it is aware of future foreign currency
requirements. It does not currently consider that the use of hedging
facilities would provide a cost-effective benefit to the Group on an
ongoing basis.

10) Credit risk
Exposure to credit risk arises principally from the
Group’s trade receivables. At 31 December 2020 the
Group had £7,815,000 (2019: £7,955,000) of trade
receivables and an expected credit loss provision of
£1,383,000 (2019: £1,277,000). The Group increased
provisions by £167,000 (2019: £149,000) during the year.

The Group’s trade receivables are managed through stringent credit
control practices both at a local and Group level, including assessing
all new customers, requesting external credit ratings (which are factored
into credit decisions), regularly reviewing established customers and
obtaining credit insurance where it is felt appropriate. The Group
trades in regions such as the Middle East and Africa where formal
credit ratings are not always readily available. In these situations,
trading history with the Group and market reputation are given
greater weighting in credit decisions.

This Strategic Report was approved by the Board on 13 April 2021 and signed by order of the Board by the Executive Chairman.

Peter Harris
Executive Chairman
13 April 2021
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