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Significant progress… 

…positions Idox well for FY 2021 and beyond 

Idox has reported FY 2020A revenue and Adj. EBITDA in line with guidance 
given in its November trading update. Despite COVID-19, the year saw 
strong strategic delivery following management’s action to transform the 
Group in the previous year and tight focus on the ‘Four Pillars’ programme. 
This is reflected in higher operating margins and a further reduction in net 
debt. As planned, Idox has restored dividend payments with a 0.3p final 
payment declared, in line with our expectations. We have made no material 
changes to our estimates and introduce numbers for FY 2023E. In our view, 
this level of delivery in FY 2020A positions Idox very well to pursue both 
organic growth and M&A opportunities. 

▪ Revenue of £68.0m and Adjusted EBITDA of £19.6m were in line with 
previous guidance (EBITDA was just a touch higher than flagged).  Strong 
cash generation and working capital management saw year-end net debt 
of £16.1m.  With the good levels of revenue and profit, buoyed by good 
cash conversion, Idox resumed dividend payments in line with its stated 
intention with a 0.3p final dividend.   

▪ Idox showed continued focus on its ‘Four Pillars’ programme to improve 
revenues, margin, communication and organisational simplicity. It is in the 
‘Run’ phase of its strategy with the further growth and delivery of its ‘Fly’ 
phase next on the agenda. This positions Idox well to execute on the 
growth opportunity, including adding bolt-on acquisitions. 

▪ The Group entered its current financial year well positioned despite 
COVID-19; the order book at the end of October was some £15.9m (up 
over 30% y/y) and the commentary describes trading early in FY21 as in 
line with expectations.  The CEO’s statement reflects confidence in Idox’s 
resilience and notes that the strong balance sheet affords growth 
opportunities both organically and via carefully selected bolt-on 
acquisitions to augment its public sector business. 

Overall, this update highlights Idox’s clear strengths – a broad and deep 
customer base, a strong and evolving product portfolio and a clear vision of 
the future roadmap.  The business has performed well despite the obvious 
challenges, and appears to us well positioned for the coming periods, with 
both organic delivery and acquisition highly credible routes to material 
expansion.  
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FYE OCT (£M) 2019 2020 2021E 2022E 2023E 

Revenue 65.5 68.0 71.5 76.5 81.3 

Adj EBITDA 14.4 19.6 20.5 23.0 25.8 

Fully Adj PBT 7.7 10.5 12.3 14.7 17.0 

Fully Adj EPS (p) 1.3 1.8 2.2 2.7 3.1 

EV/Sales (x) 3.9x 3.7x 3.6x 3.3x 3.1x 

EV/EBITDA (x) 17.7x 13.0x 12.4x 11.0x 9.8x 

PER (x) 41.6x 30.1x 23.9x 20.1x 17.3x 

Source: Company Information and Progressive Equity Research estimates 
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Good delivery on strategy and financials 

Well set for the current financial year 

Management comments on the outlook for Idox reflect a confidence in the resilience of its 
public sector markets, software solutions and recurring revenues while being mindful of 
the impact of Covid-19 in the operating environment. Noting the ‘significant 
improvements’ in H2 2020 orderbooks over those of the first half, there was a useful 
tailwind going into FY 2021E. Combined, management sees ‘good visibility’ for the current 
year revenue outlook.  

In terms of the execution of its strategy, CEO Dave Meaden highlights the successes of the 
‘Run’ phase of its programme during FY 2020 bringing good progress in customer 
acquisition, improved service and more efficient operations and the positive impact on the 
group’s financial performance. This has positioned the business to deliver on the ‘Fly’ phase 
of its strategy. 

Management states that, after a good start to the financial year, FY 2021 year-to-date 
trading is in line with expectations. 

Focus on moving Idox forward  

Last year was the first full reporting period following the significant action taken by the 
management team to deal with legacy issues and position the business for growth. This 
involved working to execute its strategy within its Four Pillars framework and to move Idox 
the ‘Walk, Run, Fly’ vision for the Group. With Idox producing growth in revenues, profits 
and cash in FY 2020, it is significantly better placed than it was a year ago, in our view, and 
is already in the ‘Run’ phase of the pathway. The Group will continue to invest in growth 
while focusing on digital transformation and Cloud provision. 

The Four Pillars programme of Revenue Enhancement, Margin Enhancement, 
Organisational Simplification and Communication have been driven by a series of reforms 
in the business, with Idox now in a position to grow organically and to consider bolt-on 
acquisitions.  

During 2020, Idox exited its operations in Ireland and Malta, consolidated its UK businesses 
and completed a rebranding exercise. It fully integrated the 2019 Tascomi acquisition and, 
recently rebranded as ‘Idox Cloud’, it has seen several new contract wins. The Group has 
further improved its management information systems by establishing its first Group-wide 
CRM and has fully integrated its operational processes creating a single Idox Software unit. 
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The Four Pillars during FY 2020 

Revenue 

During FY 2020, revenues increased by 4% to £68.0m while order intake grew strongly with 
the future orderbook for software and services increasing by over 31%. The Group focused 
on improving its recurring revenues. Covid-19 obviously had an impact on certain markets 
but the Idox Software Local Government, Health and Elections businesses performed very 
well within the overall Group performance. Recurring revenue increased by 5% to £37.4m 
during FY 2020. Sales order intake in the Local Government area was up 30% over the year 
to both new and existing customers. Idox Cloud won a number of new contracts with 
councils. In the Health Business, sales orders were up over 60% on a like for like basis while 
the Elections business unit reported year on year growth of 75%.  

 
FY 2020 recurring and non-recurring revenue (£m) 

  

Source: Company information, Progressive Equity Research 

Conversely, the Computer Aided Facilities Management business was impacted by Covid-
19 and saw sales orders decline by around 16% - although order intake improved during 
the second half of the year to be up 25% over H2 2019. Certain  EIM markets were also 
affected by Covid-19 pandemic and lower oil prices. But, again, the H2 performance was 
better. The orderbook in EIM carried into FY 2021 is up over 50% on that going into FY 
2020. Compliance sales showed signs of recovery during Q4, with new business activity 
from both new and existing customers.    
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Margins 

The results of streamlining processes, implementing more efficient systems and managing 
bid processes more efficiently can be seen in a 60% win rate for formal tenders. 
Improvements in the professional services group has resulted in better planned utilisation 
of resources resulting in better customer outcomes as well as greater internal efficiencies. 
The release, in Q4 2020, of Idox’s Education, Health and Care Hub (EHC Hub) to its clients 
was the first of the Idox Software products to be re-platformed on the Idox Cloud 
framework. The full roll-out in FY 2021E FY21 is expected to improve margins through 
resource pooling and infrastructure efficiencies. In financial terms, the Group’s Adjusted 
EBITDA margin increased to 29% from 22% to 29% during the year.  

Simplification 

We touched on some areas where the group has simplified its businesses above, including 
Idox Software and the new CRM system. The former has allowed Idox to provide a more 
consistent support and service experience while working more within the Group. 
Consolidating its elections software onto a single product platform helped to improve 
margins in this part of the operation by over 10%. Incorporating marketing tools alongside 
the new CRM system has made for more effective client engagement. Furthermore, honing 
its sales activity has allowed Idox to improve the intake of orders above £100k, which were 
up over 60% in both terms of value and volume during FY 2020. That is within the context 
of over 80% of Idox’s order volume and 20% of its order value generally falling below £25k.  

Communication 

To some degree, Covid-19 has shaped part of the Group’s communications given the 
change in working patterns over the last year and the greater degree of flexibility allowed 
to its teams. Important initiatives such as the Idox Workplace Wellbeing programme have 
been key to keeping teams engaged alongside Idox Voice, an employee forum. Idox has 
also invested in an eighteen month leadership development programme for 15 high 
potential individuals. A further 35 will attend a twelve month development course to 
provide continuing growth of talent within the Group. As we note earlier, corporate 
branding has been updated to reflect clear messaging both inside the business and 
externally. 

Reaching take off speed 

With the Group in the ‘Run’ phase of its strategy and preparing for the ‘Fly’ phase, we recall 
that management has previously identified a number of points which will feature in the 
latter and for which it has already made significant preparatory progress: 

▪ More automation 

▪ Move products to cloud and away from third party products 

▪ Sales team stratification (the new CRM is already in place to underpin sales team 
stratification) 

▪ Protect and grow existing revenues 

▪ Better management information (this has improved during 2020 and the move to 
standardise processes throughout the Group is already underway) 

▪ Increase market shares 

▪ Utilise IP in adjacencies 



 

2 February 2021 

 

 
5  Idox 

▪ Tighter operational integration 

▪ Strategic acquisitions (we would expect these to be bolt-on additions, mainly in the UK, 
and mainly to bolster the PSS business) 

▪ Improved on-shore/off-shore mix 

The targets for the ‘Run’ phase are to see recurring revenues at over 75%, secure an Adj. 
EBITDA margin of more than 30% and to be net cash positive as a Group. 

FY20 financials 

As part of its simplification strategy, Idox brought together its PSS and EIM divisions to form 
a new Idox Software division under a single operational management structure with shared 
technical resources. In addition, its UK Databases businesses were transferred from Idox 
Content division to Public Sector Software within the Idox Software division reflecting the 
mainly public sector nature of its customers. Those changes are reflected in the revenue 
and profit numbers for both FY 2019 and FY 2020. 

 

Revenue 

Group revenue of £68.0m was up 4% on the £65.5m reported by continuing businesses in 
FY 2019. The Idox Software division revenues of £57.3m represented 84% of Group 
revenues (2019: 83%) with the rest (£10.7m) from Idox Content. The focus on growing 
recurring revenues had to contend with an operating environment which was influenced 
by Covid-19. Nonetheless, recurring revenue increased by 5% to £37.4m during the year 
just reported (FY 2019: £35.7m).  

Revenue by division and type (£m) 

  

Source: Company information 

FY 2019 FY 2020

Public Sector Software

- Recurring 27.4 61% 28.9 53%

- Non-recurring 17.5 39% 19.6 47%

44.9 48.4

Engineering Information Management

- Recurring 7.1 77% 6.9 81%

- Non-recurring 2.1 23% 2.0 19%

9.2 8.9

Content

- Recurring 1.2 11% 1.6 36%

- Non-recurring 10.2 89% 9.1 64%

11.4 10.7

Total

- Recurring 35.7 55% 37.4 53%

- Non-recurring 29.8 45% 30.6 47%

65.5 68.0
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Within Idox Software, higher recurring revenues reflected the first full year contribution 
from the Idox Cloud business purchased in August 2019, and the results of the focus on 
developing this revenue stream. However, the proportion of recurring revenues decreased 
slightly following faster growth in non-recurring revenues reflecting, inter alia, 
management action taken during FY 2019. The proportion of recurring revenue increased 
in the Idox Content division – although it is clearly a much lower percentage than the 
Software division. This mainly reflects the Covid-19 related decrease in revenues from its 
German and Belgian Compliance businesses. 

 

 

Adjusted EBITDA 

Group Adjusted EBITDA of £19.6m was up 36% on FY 2019’s £14.4m with the Adjusted 
EBITDA margin improving to 29% from 22% in FY 2019. As we note earlier, part of Idox’s 
strategy is to further expand the margin through targeting higher-margin activities and 
controlling costs. 

 

Group revenue and Adjusted EBITDA (£m) 

  

Source: Company information 

Within Idox Software, Adjusted EBITDA increased by 35% to £18.6m (FY 2019: £13.8m), 
with a margin of 32% compared to 26% in the prior year. With £0.8m of the increase 
attributable to the adoption of IFRS 16, the remaining £4.0m reflected a strong drop down 
of the higher revenues to margin on the back of the action taken by management in the 
year before, as we describe elsewhere. 
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In Idox Content, Adjusted EBITDA increased by 78% to £1.0m from £0.6m in FY 2019 with 
an increased margin of 9% (FY 2019: 5%). However, £0.6m of Adjusted EBITDA in the 
division was due to IFRS 16, in this case meaning that the Idox Content division saw a 
decrease of £0.2m in adjusted EBITDA due to the Covid-19 related decrease in revenues 
noted above. 

Other expenses 

Restructuring costs were only slightly down on the prior year at £1.8m (FY 2019: £2.2m) as 
Idox continued to follow its programme to restructure business units, office locations and 
Group processes.  

In FY 2020, the Group’s net finance costs increased to £2.2m from £1.7m in FY 2019 with 
interest payable reflecting the full draw down of its banking facilities during the second half 
of the year as part of its response to Covid-19. In addition, there were increased effective 
interest rate accounting adjustments and lease liability interest as a consequence of the 
adoption of IFRS 16.  Given its continued investment in developing the Idox Software 
portfolio, Idox incurred capitalised development costs of £4.7m in FY 2020 compared to 
£4.4m in FY 2019. 

Profit, taxation and earnings 

Idox reported PBT of £2.7m for FY 2020 versus a £0.03m loss in FY 2019. The effective tax 
rate for FY 2020 was 52.8% compared to a figure of 190.2% in FY 2019. The announcement 
notes that there are ‘substantial carried-forward losses not recognised for deferred tax 
purposes to date’ totalling a gross value of £12.6m. Management hopes to recognised 
around £3m of that (£9.1m is associated with the now disposed-of Malta business) at the 
point where utilisation becomes more certain. 

Basic and diluted EPS for continuing and discontinued operations was 0.29p in FY 2020 
compared to a loss of 0.41p in FY 2019. On the same basis, Adjusted EPS increased to 1.81p 
(FY 2019: 1.30p) with Adjusted diluted EPS of 1.78p compared to 1.29p in FY 2019. 

Net (debt)/cash 

As at 31 October 2020, Idox had a revolving credit facility of £35m and £10m accordion 
facility. As we note above, its RCF was fully drawn during H2 2020. The Group ended the 
year with cash of £30.8m, bank borrowings of £35.1m and the Maltese listed bond of 
£11.8m producing a net debt position of £16.1m (FY 2019: £26.4m). This improvement on 
the previous year reflected its focus on cash generative revenues and margins but also 
included an increased VAT liability VAT of £3.9m as at 31 October 2020 due to Covid-19 
deferrals. Idox expects to repay £2.8m in FY 2021 and £1.1m in FY 2022. 

FY 2023E estimates 

While leaving our estimates for FY 2021E and FY 2022E substantially unchanged, we 
introduce FY 2023E numbers which reflect continued growth and further progress in 
improving Adj. EBITDA margins. They can be seen in the table below.  We would hope that, 
given the strong positioning as described above, and the material market opportunity, Idox 
will be able to exceed these estimates by supplementing organic performance with 
targeted M&A.  We look forward to further newsflow on both fronts in the coming months.  
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Financial Summary: Idox 

Year end: October (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021E 2022E 2023E 
Revenue 65.5  68.0  71.5  76.5  81.3  
Adj EBITDA 14.4  19.6  20.5  23.0  25.8  
Adj EBIT 9.4  12.7  13.4  15.8  18.1  
Reported PBT 0.0  2.7  6.1  8.4  10.7  
Fully Adj PBT 7.7  10.5  12.3  14.7  17.0  
NOPAT 9.4  10.3  10.9  12.8  14.7  
Reported EPS (p) (0.3) 0.3  1.1  1.5  1.9  
Fully Adj EPS (p) 1.3  1.8  2.2  2.7  3.1  
Dividend per share (p) 0.0  0.3  0.4  0.5  0.6  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021E 2022E 2023E 
Operating cash flow 12.3  22.0  21.1  22.2  24.1  
Free Cash flow 4.3  11.5  10.9  11.3  12.5  
FCF per share (p) 1.0  2.6  2.5  2.6  2.9  
Acquisitions (6.4) (0.6) 0.0  0.0  0.0  
Disposals 0.0  (0.3) 0.0  0.0  0.0  
Shares issued 7.4  (0.1) 0.0  0.0  0.0  
Net cash flow 5.4  10.3  9.2  9.3  10.1  
Overdrafts / borrowings/bonds (33.4) (46.9) (46.9) (46.9) (46.9) 
Cash & equivalents 7.0  30.8  40.0  49.3  59.4  
Net (Debt)/Cash (26.4) (16.1) (6.9) 2.4  12.5  

      
NAV AND RETURNS 2019 2020 2021E 2022E 2023E 
Net asset value 44.6  47.0  50.0  54.5  60.4  
NAV/share (p) 10.0  10.6  11.3  12.3  13.6  
Net Tangible Asset Value 1.2  1.2  1.2  1.2  0.8  
NTAV/share (p) 0.3  0.3  0.3  0.3  0.2  
Average equity 46.2  45.8  48.5  52.3  57.5  
Post-tax ROE (%) 22.7% 26.9% 30.3% 32.6% 0.0% 

      
METRICS 2019 2020 2021E 2022E 2023E 
Revenue growth (1.4%) 3.9% 5.1% 7.0% 6.3% 
Adj EBITDA growth 5.3% 36.4% 4.5% 12.4% 12.2% 
Adj EBIT growth 6.9% 34.9% 5.6% 17.8% 14.5% 
Adj PBT growth 3.2% 35.9% 17.5% 19.3% 16.0% 
Adj EPS growth (41.8%) 38.2% 25.7% 19.3% 16.0% 
Dividend growth N/A N/A 33.3% 23.8% 21.2% 
Adj EBIT margins 14.4% 18.7% 18.8% 20.7% 22.2% 

      
VALUATION 2019 2020 2021E 2022E 2023E 
EV/Sales (x) 3.9 3.7 3.6 3.3 3.1 
EV/EBITDA (x) 17.7 13.0 12.4 11.0 9.8 
EV/NOPAT (x) 27.0 24.7 23.4 19.8 17.3 
PER (x) 41.6 30.1 23.9 20.1 17.3 
Dividend yield N/A 0.6% 0.7% 0.9% 1.1% 
FCF yield 1.9% 4.9% 4.7% 4.8% 5.3% 

 

Source: Company information and Progressive Equity Research estimates 

 



 

2 February 2021 

 

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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