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COMPANY DESCRIPTION 

CEPS is an industrial holding company that 
buys majority stakes in profitable, growing 
entrepreneurial UK companies. 

www.cepsplc.com 
 

FY20 Resilience 

Streamlined group ready to benefit from recovery 

In our view the Group’s recent FY20 results announcement reflects a 
creditable performance despite the extremely tough trading conditions. It 
has demonstrated good cost control across the businesses and resilience 
from the Hickton portfolio. CEPS is poised to take advantage of a recovery 
in its end markets. The Group enters FY21E a transformed entity following 
strategic restructuring over the past two years and COVID-19 related cost 
cutting. Once a recovery in its operating environment starts to gather pace, 
CEPS is well placed to deliver on its buy and build strategy using the Group’s 
cash flow to reduce gearing, add further businesses and over time provide 
a steadily growing dividend stream.  

▪ CEPS enters the new financial year transformed and positioned to not 
only take advantage of a recovery in underlying markets but also deliver 
expected synergies from the restructuring of its remaining portfolio and 
acquisition strategy. 

▪ The acquisition of the Cook Brown businesses was a strong strategic 
acquisition for the Group.  As well as broadening its building services 
activities it has provided a strong management team and should drive the 
profitability of Hickton Group in FY21E.  

▪ There are gradual shoots of recovery and signs of improved trading in its 
underlying markets. Two out of three of its core businesses are geared to 
the leisure industry which has been severely hit by COVID-19. CEPS’ 
management remains cautious, expecting the recovery to be gradual.  

▪ New loan facility underpins future growth plans. Despite the difficult 
trading environment operating cashflow has remained strong. The short-
term goal is to steadily grow profits from its core businesses and repay 
acquisition debt. Over the medium term, there is the prospect of further 
acquisitions, as cash flow permits, and small bolt-ons short term. 

Over time, we expect the CEPS Group to grow, focusing on generating 
profits and cash, initially repaying debt, then introducing a steady dividend 
payment over the longer term. Trading remains depressed in the first half 
of FY21E, but we look forward to positive updates in the second half of 
FY21E as the impact of lockdowns gradually reduces. In line with 
management guidance, we do not expect a significant turnaround in the 
reported financial performance from the streamlined and restructured CEPS 
Group until FY22E. 
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FY20 Results mark completion of transformation 

FY20 Group operating profit, before exceptional items and goodwill impairment, was 
positive at £12k (FY20 operating loss of £38K). However, £861k of other operating income 
came from COVID-19 related grants. Without this CEPS would have made an adjusted 
operating loss of £849k. FY20 results include discontinued businesses, CEM and Sampling 
International, which went into administration in January 2020 and CEPS’ ownership of 
Davies Odell moved to an associate. 

Going forwards CEPS will report on three key business areas. In FY20 continuing operations 
included a £354k goodwill write off and £127k of exceptional items. Once the impact of 
lockdowns reduces and business recovers to more normal levels during 2021, we assume 
that the continuing subsidiary companies will return to profitable trading. 

Financial breathing space achieved with new loan facility 

A new £2m facility was agreed post the year end to replace a loan that is due to be repaid 
in June 2021. This gives CEPS headroom until underlying markets recover and the operating 
companies generate cash to start repaying acquisition debt. Cash generated from 
operations in FY20 was £1.5m (FY19 £365k), an improvement on last year. Net debt, 
excluding loan notes, increased from £4.3m to £5.2m, to finance acquisitions and 
restructuring. 

Operational Results 

Hickton Group was created in March 2020 on the acquisition of the Cook Brown 
businesses, which brought with it a strong management team. Hickton Group now 
comprises a group of specialist building services businesses that were merged with CEPS’ 
existing Hickton Consultants business. Hickton Group also acquired Millington Lord for a 
maximum of £1.1m on 15 March 2021, which grows the business further and gives it 
exposure to gas and electrical safety consultancy. 

In FY20 revenue was £7.1m (FY19 £4.7m) and EBITDA (pre-exceptional items) £929k (FY19 
£850k). Results benefitted from 9 months of the Cook Brown businesses, but underlying 
trading in some end markets has been depressed due to COVID-19. Increased safety 
legislation is a growth driver, particularly in the wake of the Grenfell disaster. Overall, the 
restructured Hickton Group is well placed to increase profitability and cash, as markets 
return to more normal levels. 

Aford Awards, the trophies and awards business, has been hit very hard due to the ban on 
public events. Management acted quickly, furloughing staff, and sales have gradually 
increased over the past six months. FY20 Revenue was £844k (£2.0m) with EBITDA at £111k 
(FY19: £411k) which is a good result in such difficult trading conditions. 

The new management team is committed to growth through the acquisition of smaller 
businesses where assets and clients can be integrated into the Aford Awards structure. 
Discussions are already underway as COVID-19 has accelerated consolidation potential.  

Friedman's, a distributor of Lycra fabrics, acquired Milano International in October 2019, a 
manufacturer of gymnastic leotards. Post-acquisition the business was reorganised, and 
the product range revamped ready for a launch in April 2020, right when COVID-19 hit. In 
January 2021 Milano was named the official leotard partner of British Gymnastics. Core 
sales have been hit hard at Friedman’s but its Funki Fabrics business has recovered to its 
pre-COVID-19 levels and continues to be profitable. 
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Despite the decimated trading backdrop, EBITDA in FY20 remained positive at £124k (2019: 
£1.2m) on reduced revenue of £3.9m (£5.8m). Friedman’s is a strong recovery play coupled 
with the expected benefits of the acquisition.  

Davies Odell merged with Vale Brothers in December 2020. A new holding company was 
established in which CEPS has a 33% holding and £405k of loan stock. Consequently, the 
new company is treated as an associate and appears in discontinued operations for FY20. 

Vale Brothers manufactures equestrian products and compliments Davies Odell's range of 
personal protection products and strong brands. The merger has enabled significant 
restructuring, putting the new company on a good footing to increase profitability. The 
market is fragmented, and acquisition opportunities will be sought in the medium term. 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 

Emily Ritchie 

+44 (0) 20 7781 5311 

eritchie@progressive-research.com 
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