
RISKS AND UNCERTAINTIES

Managing our 
risks effectively
The principal risks identified by management and 
any changes to those risks are detailed below.

A reminder of our strategy

Consolidate & build the business

Identify & develop profitable niche 
opportunities in growth sectors

Identify & develop profitable 
acquisition opportunities
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Risk and impact Management strategy Change

1. Global economic conditions 
  

The Group is affected by the macro 
conditions in the oil and gas, defence 
and renewable energy markets.

• The Group has increased its exposure to other markets such as defence 
and alternative energy and revenues from these areas have risen. 

• The businesses in the Group were aligned to the recent adverse 
conditions in oil and gas but have retained and invested in their 
core capabilities.

• The businesses serve both production and exploration in the oil and 
gas market, production being less volatile during a market downturn.

• Increased sales focus to expand customer base and product lines.

• As oil prices have increased, volumes are increasing in the 
manufacturing divisions and the Group is no longer solely dependent 
on the AE Division for short-term growth.

Brexit • Limited impact on the Group: 

 – VAT and duty particularly related to the import of raw materials

 – Exchange rate, which has gone in our favour to date

• The Group is actively working to obtain Authorised Economic 
Operator Status (“AEO”) as part of its risk mitigation procedures.

• The details of how a final deal may look and its impact on the Group 
will be monitored.

Foreign currency • Natural hedges are in place for the currencies the Group is exposed 
to and all FX trading is done from Group treasury including forward 
exchange contracts.

• As our AE business grows the relationship between the USD and CAD 
will become more prominent.

Pricing • Adverse market conditions in oil and gas can have a considerable 
impact on pricing. The Group has set minimum gross margins 
and does not reduce prices to unacceptable levels as experience 
indicates that the cost of failure of a part outweighs the initial 
product cost in the medium term. In addition, the PMC Division works 
in collaboration with customers on a ‘cost-out’ approach, which is 
mutually beneficial. 

• AE contracts are complex with a number of third party variables upon 
which contract completion are dependent. The Division has robust 
sales governance and project management procedures and are 
moving towards a global procurement structure. 

2. Governmental policy and legislation

Revenue generated from defence 
contracts and alternative energy 
contacts are impacted by government 
policies and legislation.

• Changes that impact our defence contacts have enough visibility 
for management to implement plans that could mitigate them.

• Globally AE revenue is impacted by political initiatives to support the 
uptake of biogas upgrading. For example, the UK has suffered order 
slippage with the delay of the UK’s Renewable Heat Incentive (RHI) 
but the business is benefitting in North America and Europe with 
the increased focus on Renewable Natural Gas targets. In addition 
the business operates across multiple geographies and jurisdictions 
adapting its sales strategy accordingly, which mitigates much of the 
risk from any one in particular.
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RISKS AND UNCERTAINTIES (CONTINUED)

Risk and impact Management strategy Change

3.  Competitors and commercial 
relationships

The Group has a number of major 
competitors in its key markets who 
offer a wider variety of products 
and some of which who are 
also suppliers. 

• Requirements from suppliers are split out and a constant review 
is maintained. 

• Investment in product expansion and development to maintain 
leading market position.

• Branding and marketing of the PMC Division as one entity increases 
the number of products available to existing customers and 
strengthens the Division’s standing alongside major competitors.

• Increased investment in sales and technical efficiencies.

Customer concentration • Key account management is a focus of all the businesses across the 
Group and we have a history of strong customer relationships.

• There are a number of individual businesses within the Group with 
a high dependence on a very small number of customers and much 
work continues to develop the distribution channels and expand the 
customer base.

4.  Funding 
  

The Group’s growth requires access 
to funding.

• The Group raised £4.8 million in November 2017 (net of expenses) 
as a result of investor interest. 

• The Group extended its banking facilities until the end of January 
2020. The facility provides access to £15 million on a revolving 
credit basis. Robust procedures and reliable and accurate reporting 
ensures covenants are well managed.

• The availability in the insurance market for ancillary bonding and 
guarantees is increasingly impacted by the macro factors in the 
UK from high profile corporate failures which particularly impacts 
the AE Division. Pricing is where possible factored into contract 
pricing negotiations and contract milestones structured to reduce 
requirement for third party insurance.

• The Group has increased its facilities for third party asset finance 
during the year to underpin the increasing investment in key 
equipment, particularly in the PMC Division.

5. Availability of key resources 
  

Management resource • A new Chief Executive joined the Group in 2018.

• The Group has a small management team with reliance on a number 
of key Directors, senior management and specialists. A policy 
restricts the number of Directors permitted to travel together. 

• Investment in recruitment extends and enhances existing skills 
within the Group and strengthens succession planning.
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5.  Availability of key resources 
continued   

Key employee knowledge and 
skill base.

• The high added value products and services provided by all the 
businesses are reliant on the skills and knowledge of our employees 
and there is a programme of training around the Group to ensure 
the development and retention of these key skills and employees. 
The training programme includes apprenticeships, industry 
qualifications and through to postgraduate degrees.

• The Group is seen as a good employer, with attractive employment 
terms, SAYE schemes and career and skill development 
opportunities.

• In 2018 the Group ran its first Employee Engagement Survey, the 
outcome was positive and provides a good benchmark for the 
ongoing focus on employee engagement and development.

Major capital assets • Certain of the Group’s businesses rely on large or critical pieces of 
equipment. These key assets are subject to ongoing maintenance 
programmes and strategic spares are held.

• The risk is further mitigated in the Precision Machined Components 
Division by the number of manufacturing sites.

• Investment in capital assets is constantly reviewed.

6. Technology and Innovation 
 

Product development • Investment in product development and services is key to the 
continued growth of the Group. 
 

 

Disruptive technologies • The monitoring of evolving technologies that may disrupt the market 
is ongoing, looking to both capitalise on the opportunities they may 
provide as well offsetting any potential. 
 
 

Cyber Security • Cyber security is a growing risk for all businesses and the Group 
recently appointed a Group Head of IT who will Chair the Cyber 
Security Committee. 

• The Cyber Security Committee comprises members of the Board, the 
senior management team and third party IT service providers. 

• A full assessment of cyber security arrangements has been carried 
out at each of the Group’s businesses and actions to mitigate risk 
are ongoing.

• The Group recently invested in collaborative working systems with 
cloud storage where there are increased security advantages for 
data protection and a programme of investment in ERP systems 
is underway. 
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A reminder of our strategy

Consolidate & build the business

Identify & develop profitable niche 
opportunities in growth sectors

Identify & develop profitable 
acquisition opportunities

Direction of change

 Increase

  No change

 Decrease


