
RNS Number : 1758Y
Andrews Sykes Group PLC
03 May 2023
 

 

3 May 2023

 

ANDREWS SYKES GROUP PLC

("Andrews Sykes" or "the Company" or "the Group")

 

Final Results

for the year ended 31 December 2022

 

Summary of Results

 

 
 Year ended

31 December
2022

Year ended
31 December

2021

 £000  £000

  

Revenue from continuing operations  83,007  75,219

Adjusted EBITDA* from continuing operations  30,616  28,946

Operating profit  21,530  20,074

Profit after tax for the financial period  17,020  15,540

Net cash inflow from operating activities  28,462  23,589

Net funds  25,896  16,509

Total interim, special and final dividends paid  17,292  9,869

   

 (pence)  (pence)

Basic earnings per share  40.36  36.85

Interim, special and final dividends paid per share  41.00  23.40

Proposed final dividend per share  14.00  12.50

 

* Earnings  before interest, taxation, depreciation, profi t on the sale of property, plant and equipment and amortisation
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CHAIRMAN'S STATEMENT

 

Overview and outlook
Andrews Sykes' trading has been robust, with record revenues and profits being delivered by several of our subsidiaries and we are pleased to
report that the group as a whole has delivered a record level of profitability during 2022. We are thankful and proud of our team members who
have made this possible by continuing to provide our customers with an essential 24 hour service offering.
 
The group has faced many challenges over the past few years, and this year has been no different with Andrews Sykes not being immune from the
well publicised inflaAonary pressures that are impacAng the UK and European economies. Fortunately our strong relaAonships with customers
and long standing relaAonships with key suppliers, coupled with our highly experienced management team are allowing us to once again not
only navigate our way through these circumstances, but thrive. We are encouraged by how the business has consistently adapted to overcome
operational issues and take advantage of new revenue opportunities.
 
The group was well placed to take advantage of the record summer temperatures seen this year and our core tradiAonal market of "comfort"
cooling had a stand out year as a result. This year was once again supported by another strong year for our UK pump hire business, which



cooling had a stand out year as a result. This year was once again supported by another strong year for our UK pump hire business, which
continues the recent history of setting record levels of revenue yearly.
 
Trading momentum has conAnued into the current year, with overall performance in the year to date in line with the Board's expectaAons. The
group is confident in its core markets, its revenues and its profits.
 
2022 trading summary
The group's revenue for the year ended 31 December 2022 was £83.0 million, an increase of £7.8 million, or 10.4%, compared with the same
period last year. This increase posiAvely impacted on operaAng profit which increased by 7.3%, or £1.5 million, from £20.1 million last year to
£21.5 million in the year under review. Turnover for the second half of the year was up 19.0% on the first half and reflects the excepAonal
weather experienced across the UK and Europe over the summer months.

The increasing interest rates in the UK has enabled the company to generate increased returns on its cash reserves and has contributed to net
finance costs decreasing from £0.6 million last year to a small net interest income this year. Profit before taxaAon was £21.6 million (2021:
£19.5 million) and profit after taxation was £17.0 million (2021: £15.5 million).

The group has reported an increase in the basic earnings per share of 3.51p, or 9.5%, from 36.85p in 2021 to 40.36p in the current year. This is
mainly attributable to the above increase in the group's operating profit.

The group conAnues to generate strong cash flows. Net cash inflow from operaAng acAviAes was £28.5 million compared with £23.6 million last
year reflecting strong cash management.

Cost control, cash and working capital management conAnue to be prioriAes for the group with stocks reduced by £1.2m during the year. Capital
expenditure is concentrated on assets with strong returns; in total £4.4 million was invested in the hire fleet this year. In addiAon, the group
invested a further £0.7 million in property, plant and equipment. These acAons will ensure that the group's infrastructure and revenue
generaAng assets are sufficient to support future growth and profitability. Hire fleet uAlisaAon, condiAon and availability conAnue to be the
subjects of management focus.

Operating performance
The following table splits the results between the first and second half years:

 

Turnover

£'000

Operating
profit

£'000
1st half 2022 37,903 8,489
1st half 2021 35,693 7,955
2nd half 2022 45,104 13,041
2nd half 2021 39,526 12,119
Total 2022 83,007 21,530
Total 2021 75,219 20,074

The above table reflects the conAnued growth of the business, with second half revenues being 19.0% up on first half revenues and second half
profitability returning a record £13.0m.

The turnover of our main business segment in the UK increased from £45.2m last year to £47.2m with operaAng profit increasing from £15.4m to
£16.4m. This result was supported by an excepAonal year for our air condiAoning hire, up 36.2% on 2021, aided by the record temperatures
experienced in the UK during 2022. Pump hire conAnues to perform strongly with revenues achieving record levels for the fiIh year in a row and
are 3.9% higher than 2021.

Our European businesses recorded similar increases in turnover, increasing from £19.4 million last year to £24.2 million, and operaAng profit
increasing from £5.2 million to £6.9 million in 2022. Similarly to the UK, the record temperatures seen in Europe during the summer has been
reflected in increased chiller and air condiAoning hire revenues. Our Dutch, Belgian and Italian subsidiaries each reported record turnover
levels during 2022.

The turnover of our hire and sales business in the Middle East has pleasingly increased from £7.9 million last year to £8.8 million, however 
operaAng profit decreased from £0.3 million to a loss of £0.4 million in the year under review. The operaAng climate conAnues to be tough in the
Middle East with a lack of significant infrastructure projects sAll depressing turnover in the pumps division to below what was being generated a
few years previous. The operaAng loss during 2022 is enArely down to increased expected credit losses against historic debts which are no
longer considered recoverable. The credit loss charge in 2022 for the Middle East was £1.9m. Management are confident all historic credit
losses are captured in the expected credit loss provision and that 2023 will see a significantly reduced credit loss and thus a return to
profitability in the Middle East.

Our fixed installaAon and maintenance business sector in the UK saw a small increase in turnover from £2.7m to £2.8m and returned an
operaAng profit of £33,000 this year, a decrease from the £0.2m achieved in 2021 and largely driven by restructuring costs incurred during the
current year.

Central overheads were £1.5 million in the current year compared with £1.1 million in 2021.

Profit for the financial year

Profit before tax was £21.6 million this year compared with £19.5 million last year; an increase of £2.1 million. This is largely aJributable to the
above £1.5 million increase in operating profit with net interest costs also contributing £0.6 million to increased profit before tax.

Tax charges increased from £4.0 million in 2021 to £4.5 million this year. The overall effecAve tax rate increased slightly from 20.3% in 2021 to
21.0% this year. A detailed reconciliaAon of the theoreAcal corporaAon tax charge based on the accounts profit mulAplied by 19% and the
actual tax charge is given in note 10 to the consolidated financial statements. Profit for the financial year was £17.0 million compared with
£15.5 million last year.

Defined benefit pension scheme

The increased GILT yields seen in the UK during the year has significantly enhanced the defined benefit pension scheme surplus aIer the
applicaAon of an asset restricAon from £4.0m as at 31 December 2021 to £5.4m at the year end. During the year the group contributed £1.3
million into the pension scheme. In line with the agreed schedule of contributions this will decrease to a contribution of £0.1m during 2023.

Equity dividends

The company paid three dividends during the year. On 17 June 2022, a final dividend for the year ended 31 December 2021 of 12.50 pence per
ordinary share was paid. This was followed on 4 November by an interim dividend for 2022 of 11.90 pence per ordinary share, and a special
dividend of 16.60 pence per ordinary share. Therefore, during 2022, a total of £17.3 million in cash dividends has been returned to our ordinary
shareholders.

The Board has decided to propose a final dividend of 14.00 pence per share. If approved at the forthcoming Annual General MeeAng, this
dividend, which in total amounts to £5.90 million, will be paid on 16 June 2023 to shareholders on the register as at 26 May 2023.



Share buybacks

During the year the company repurchased and cancelled 26,314 ordinary shares at nominal value belonging to untraced shareholders, being
shareholders who had not claimed or cashed any dividend payments from the Company over a period of at least 12 years. The repurchase, which
was undertaken in accordance with the Company's ArAcles of AssociaAon, only took place aIer an extensive shareholder idenAficaAon and
share forfeit notification process by the Company.

As at 2 May 2023, there remained an outstanding general authority for the directors to purchase 5,260,138 ordinary shares, which was granted
at last year's Annual General Meeting.

The Board believes that it is  in the best interests of shareholders to have this authority in order that market purchases may be made in the right
circumstances if the necessary funds are available. Accordingly, at the next Annual General Meeting, shareholders will be asked to vote in favour
of a resolution to renew the general authority to make market purchases of up to 12.5% of the ordinary share capital in issue.

Net funds

Net funds increased by £9.4 million from £16.5 million at 31 December 2021 to £25.9 million at 31 December 2022; this increase is aIer the
cash distribution of £17.3m in dividend payments during 2022.

Bank loan facilities

In April 2017, a bank loan of £5 million was taken out with the group's bankers, Royal Bank of Scotland. The remaining balance of £3.0 million,
outstanding as at 31 December 2021, was repaid by a final balloon repayment on 30 April 2022. The group now has no external bank loans.

 

JG Murray
Chairman
2 May 2023

Consolidated Income Statement

for the year ended 31 December 2022

 

 

 
Year ended

31 December 2022
Year ended

31 December 2021

£000 £000

Revenue 83,007 75,219

Cost of sales (30,006) (29,001)

Gross profit 53,001 46,218

Distribution costs (14,936) (14,066)

Administrative expenses (14,402) (10,759)

Increase in credit loss provision (2,133) (1,470)

Other operating income - 151

Operating profit 21,530 20,074

  

Adjusted EBITDA* 30,616 28,946

Depreciation and impairment losses (6,565) (6,628)

Depreciation of right-of-use assets (4,017) (3,111)

Profit on the sale of property, plant and equipment and right-of-
use assets

1,496 867

Operating profit 21,530 20,074

Finance income 631 24

Finance costs (610) (599)

Profit before tax 21,551 19,499

Tax expense (4,531) (3,959)

Profit for the period from continuing operations attributable to
equity holders of the Parent Company 17,020 15,540

 

Earnings per share from continuing operations:   

Basic and diluted 40.36p 36.85p

 
 
Dividend per equity share paid during the period

 
 

41.00p

 
 

23.40p

 

Proposed dividend per equity share 14.00p 12.50p

 

 

* Earnings before interest, taxation, depreciation, profit on sale of property, plant and equipment and amortisation.

 

Consolidated Statement of Comprehensive Total Income

for the year ended 31 December 2022



for the year ended 31 December 2022

 

 

 

 
Year ended

 31 December
2022

Year ended
31 December

 2021

£000  £000

 

Profit for the period 17,020 15,540

Other comprehensive income  

Currency translation differences on foreign currency operations 1,222 (954)

Foreign exchange difference on IFRS 16 adjustments (32) -

Net other comprehensive income/ (expense) that may be reclassified to profit and loss 1,190 (954)

 
Re-measurement of defined benefit pension assets and liabilities 823 4,430

Related asset restriction
 

(735) (1,551)

Net other comprehensive income that will not be reclassified to profit and loss 88 2,879

 
Other comprehensive income for the period net of tax
 

1,278 1,925

Total comprehensive income for the period attributable to equity holders of the Parent
Company

 
18,298

 

 
17,465

 

 

 

 

 

 

Consolidated Balance Sheet

At 31 December 2022

 

 

 

  
31 December

2022  
31 December

2021
£000 £000

 As restated
Non-current assets    

  Property, plant and equipment  19,361  20,877

  Right-of-use assets  9,667  12,423

  Deferred tax assets  229  189

  Defined benefit pension scheme surplus  5,353  3,989

 34,610  37,478

Current assets    

  Stocks  4,434  5,660

  Trade and other receivables  19,535  19,796

  Current tax assets  423  -

  Other financial assets  16,700  -

  Cash and cash equivalents  20,518  32,443

  61,610  57,899
    

Total assets  96,220  95,377

    

Current liabilities    

  Trade and other payables  (16,695)  (13,587)

  Current tax liabilities  (810)  (265)

  Bank loans  -  (3,000)

  Right-of-use lease obligations  (2,505)  (2,602)

  (20,010)  (19,454)

    

Non-current liabilities    

  Right-of-use lease obligations  (8,817)  (10,332)

  Provisions  (2,682)  (1,971)

  (11,499)  (12,303)
    

Total liabilities  31,509  31,757

    

Net Assets  64,711  63,620



Net Assets  64,711  63,620

    

Equity    

  Called up share capital  421  422

  Share premium  13  13

  Retained earnings  59,872  59,971

  Translation reserve  4,158  2,968

  Other reserve  247  246

Total equity  64,711  63,620

    

 

Consolidated Cash Flow Statement

for the year ended 31 December 2022

 

 

 

  

Year ended
31 December

2022  

Year ended
31 December

2021
  £000  £000

Operating activities    
Profit for the period  17,020  15,540
Adjustments for:    
Tax charge  4,531  3,959
Finance costs  610  599
Finance income  (631)  (24)
Profit on disposal of plant and equipment and right-of-use assets   

(630)
  

(867)
Profit on sale of property  (866)  -
Depreciation of property, plant and equipment  6,565  6,628
Depreciation and impairment of right-of-use assets  4,017  3,111
Difference between pension contributions paid and amounts
recognised in the Income Statement

  
(1,152)

  
(1,194)

Increase in inventories  (1,206)  (635)
Decrease/ (increase) in receivables  1,232  (2,653)
Increase in payables  2,491  2,322
Movement in provisions  711  1,112
Cash generated from continuing operations  33,559  27,898

Interest paid  (610)  (574)

Corporation tax paid  (4,487)  (3,735)

Net cash inflow from operating activities  27,596  23,589
    
Investing activities    
  Disposal of property, plant and equipment  1,906  1,173
  Purchase of property, plant and equipment (2,463)  (2,530)
  Cash on deposit with greater than three month maturity (16,700)  -
  Interest received 265  9
Net cash outflow from investing activities (16,992)  (1,348)

  
Financing activities   
  Loan repayments (3,000)  (500)
  Capital repayments for right-of-use lease
  obligations

 
(2,849)

  
(2,951)

  Equity dividends paid (17,292)  (9,869)
  Equity dividends forfeited 86  -
 
Net cash outflow from financing activities

 
(23,056)

  
(13,320)

   
 
 
Net increase in cash and cash equivalents

 
 

(12,452)

  
 

8,921
   
 
Cash and cash equivalents at the start of the period
 

 
32,443

  
24,012

Effect of foreign exchange rate changes 527  (490)
 
Cash and cash equivalents at the end of the period
 

 
20,518

  
32,443

   
   

 

Consolidated Statement of Changes in Equity

for the year ended 31 December 2022

 

Share
capital

 
 

Share
premium

 
 

Translation
reserve

 
Capital

 redemption
reserve

UAE
legal

reserve

Netherlands
capital

reserve
Retained
earnings

Attributable
to equity

holders of the
parent

£000 £000 £000 £000 £000 £000 £000 £000



At 31 December 2020 422 13 3,922 158 79 9 51,421 56,024

Profit for the period - - - - - - 15,540 15,540

Other comprehensive income/
(expense) for the period net of
tax

- - (954) - - - 2,879 1,925

Total comprehensive income - - (954) - - - 18,419 17,465

Dividends paid - - - - - - (9,869) (9,869)

Total of transactions with
shareholders - - - - - - (9,869) (9,869)

At 31 December 2021 422 13 2,968 158 79 9 59,971 63,620

Profit for the period - - - - - - 17,020 17,020

Other comprehensive income
for the period net of tax

- - 1,190 - - - 88 1,278

Total comprehensive income - - 1,190 - - - 17,108 18,298

Dividends paid - - - - - - (17,292) (17,292)

Share and dividend forfeiture (1) - - 1 - - 85 85

Total of transactions with
shareholders (1) - - 1 - - (17,207) (17,207)

At 31 December 2022 421 13 4,158 159 79 9 59,872 64,711

 
 
 
 
 
 

 
Notes to the Interim Financial statements

 

1              Basis of preparation

 

W hi lst the informaAon included in this  prel iminary announcement has  been prepared in accordance with the recogniAon

and measurement cri teria  of I nternaAonal  F inancial  ReporAng Standards  (I F RSs), this  announcement does  not i tsel f

contain sufficient informaAon to comply with I F RSs. Therefore the financial  informaAon set out above does  not consAtute

the company's  financial  s tatements  for the 12 months  ended 31 December 2022 or 31 December 2021 but i t i s  derived from

those financial  s tatements .  

 

2              Going concern

The Board remains  saAsfied with the group's  funding and l iquidity pos iAon. The group repaid in ful l  the £3.0 mi l l ion bank
loan outstanding as  at 31 December 2021. We conAnue to make payments  to our suppl iers  in accordance with our agreed
terms and al l  fi scal  payments  to the UK and overseas  government bodies  have been and wi l l  continue to be made on time.

The directors  are required to cons ider the appl icaAon of the going concern concept when approving financial  s tatements .
The principal  element required to meet the test i s  sufficient l iquidity for a  period from the end of the year unAl  at least 12
months  subsequent to the date of approving the accounts . Management has  prepared a detai led "boJom-up" budget
including profit and loss  and cash flow for the financial  year ending 31 December 2023, and has  extrapolated this  forward
unAl  the end of May 2024 in order to form a view of an expected trading and cash pos iAon for the required period. This
base level  forecast ful ly incorporates  management's  expectaAons around the conAnued recovery of the group and was
prepared on a cauAously real isAc bas is . This  forecast takes  into account specific factors  relevant in each of our
businesses. These 2023 forecasts  have been reviewed and approved by the Board.

W hi lst profitabi l i ty and cash flow performance to the end of February 2023 has  been close to expectaAon, in order to
further assess  the company's  abi l i ty to conAnue to trade as  a  going concern, management have performed an exercise to
assess  a  reasonable worst-case trading scenario and the impact of this  on profit and cash. For the purposes  of the cash
forecast, only the below assumptions  have been incorporated into this  forecast:

•    Normal  level  of dividends wi l l  be maintained during the 12 months  subsequent to the date of approving the accounts;

•    No new external  funding sought;

•    Hire turnover and product sales  reduced by 12% versus  budget- a  variance level  seen across  any individual  product
class  for 2022 and 2021 actual  results  versus  budgets ;

•    Al l  overheads conAnue at the base forecast level  apart from overAme and commiss ion and repairs  and markeAng,



•    Al l  overheads conAnue at the base forecast level  apart from overAme and commiss ion and repairs  and markeAng,
which are reduced by 5% and travel  costs  reduced by 2.5%;

•    Al l  current vacancies  are fi l led immediately; and

•    Capital  expenditure is  reduced by 5%.

The above factors  have al l  been reflected in the forecast for the period ending 12 months  subsequent to the date of
approving the accounts . The headl ine numbers  at a  group level  are as  fol lows:

•    Group turnover for the 12 months  ending 31 December 2023 is  forecast to be adverse to the 31 December 2022 figures.
Operating profi t i s  below the profi t for 2022.

•    Clos ing net funds  as  at the end of May 2024 are forecast to be below the level  reported at 31 December 2022.

Under this  reasonable worst-case scenario, the group has  sufficient net funds  throughout 2023 and up to the end of May
2024, to continue to operate as  a  going concern.

A final  sens iAvity analys is  was  performed in order to assess  by how much group turnover could fa l l  before further external
financing would need to be sought. Under this  scenario i t was  assumed that:

•    Capital  expenditure fa l ls  proportionately to turnover;

•    Temporary staff are removed from the group; and

•    Various  overheads decrease proportionately with turnover.

Given these assumpAons, and for model l ing purposes  only, assuming dividends are maintained at normal  levels , group
turnover could fa l l  to below £50 mi l l ion on an annual ised bas is  without any l iquidity concerns. Due to the level  of
confidence the Board has  in the future trading performance of the group, this  scenario is  cons idered highly unl ikely to
occur.

The group has  cons iderable financial  resources  and a wide operaAonal  base. Based on the detai led forecast prepared by
management, the Board has  a  reasonable expectaAon that the group has  adequate resources  to conAnue to trade for the
foreseeable future even in the reasonable worst-case scenario idenAfied by the group. Accordingly, the Board conAnues to
adopt the going concern bas is  when preparing this  Annual  Report and Financial  Statements .

 

3              International Financial Reporting Standards (IFRS) adopted for the first time in 2022

 

There were no new standards  or amendments  to standards  adopted for the first Ame this  year that had a materia l  impact

on the results  of the group. The prior year comparaAves  have not been restated for any changes  in accounAng pol icies  that

were required due to the adoption of new standards  this  year.

 

 

4              Distribution of Annual Report and Financial Statements

 

The group expects  to distribute copies  of the ful l  Annual  Report and Financial  Statements  that comply with I F RSs  by 18 May

2023 fol lowing which copies  wi l l  be avai lable ei ther from the registered office of the company; St David's  Court, Union

Street, Wolverhampton, W V1 3JE; or from the company's  website; www.andrews-sykes.com. The Annual  Report and

Financial  Statements  for the 12 months  ended 31 December 2021 have been del ivered to the Registrar of Companies  and

those for the 12 months  ended 31 December 2022 wi l l  be filed at Companies  House fol lowing the company's  Annual

General  MeeAng. The auditor has  reported on those financial  s tatements; the report was  unqual ified, did not draw

aJenAon to any maJers  by way of emphasis  without qual i fying their report and did not contain detai ls  of any maJers  on

which they are required to report by exception.

 

5              Date of Annual General Meeting

 

The group's  Annual  General  MeeAng wi l l  be held at 3.00 p.m. on Wednesday, 14 June 2023 at Unit 5, Peninsular Park Road,

London, SE7 7TZ.
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