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Chairman’s Statement

“I am pleased to
report the continued
success and profitability
of all our remaining
businesses, and
especially our
acquisitions.”

08
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FW Thorpe Plc achieved record revenue and profit levels in the
2017/18 financial year, even superseding last year’s big stride
forward in performance. This result was supported by growth
from our operations overseas, including the addition of Famostar
Emergency Lighting B.V.
Group results
In 2017/18, our revenue reached £109.6m, an
increase of 4.0%, and operating profit was £19.5m,
up 5.7%. This result is very credible, particularly
against the backdrop of softer market conditions
reported by some of our mainstream competitors.
Over the last few years, we have actively divested
and re-organised those parts of the Group that
have not contributed for many years, either
financially or technically, and which we felt had
no long-term future within the Group. We have
also endeavoured to add businesses that give
us access to new territories and the potential
to share technology to develop market-leading
products for our customers. I am pleased to
report the continued success and profitability of
all our remaining businesses, and especially our
acquisitions.

www. fwthorpe.co.uk

I would like to make special mention of our
colleagues at Lightronics, in the Netherlands, who
have had another successful year, I would also like
to welcome Famostar to our group; the company
has certainly joined us in ‘top gear’ and has made a
healthy contribution to this year’s result.
General market conditions in the Netherlands
seem good, and it is not an accident that we are
enjoying some of that growth and helping to
balance our risk in various markets. We have been
actively working on this strategy over recent
years, and this year saw some excellent growth in
and a contribution from, various export markets,
but with particularly good achievements by the
UAE office and Australia.
There is a detailed summary of each company’s
performance later in our Annual Report
and Accounts.

Annual Report and Accounts for the year ended 30 June 2018
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Strategic Report

Performance as a whole for the year to 30 June
2018 allows your Board to recommend a final
dividend of 4.00p per share (2017: 3.55p), which
gives a total for the year of 5.40p (2017: 4.90p).
This year saw our products move further
forwards into the high technology lighting
arena, bringing to market further wireless and
software systems making our products capable
of providing enhanced services beyond our
traditional main selling point of saving energy.
Latest developments, using the SmartScan
platform, provide users with a building’s
occupancy statistics by area and even provide
data that analyses people movement, helping
to improve a business’s efficiency, for example
in a warehouse picking application to optimise
product locations. Our emergency lights now
provide exact test records, even indicating
the day and date when tests were completed
and producing their own downloadable test
certificates. Certain emergency lights are now
capable of providing statistical data regarding
their local environment, such as humidity, air
temperature and CO2 concentration levels; this
is potentially going to save one local hospital
hundreds of pounds per day in manual test and
measurement costs. We can now also change
the colour temperature of our lights (warmer
to cooler white), which is claimed to alter our
hormone levels, to provide customers with
options regarding health and wellbeing – and,
quite amazingly, this is achieved wirelessly,
in addition to all the other benefits our Smart
luminaire technology provides. No wonder sales
of these high technology systems rocketed
this year with new customers found and others
switching to this new technology. In the field
of lighting controls I genuinely believe we
are inventive and leading the way, but more
importantly we do not just talk about what is
possible – we deliver it!
Each year I sit down and think about what
is next. I wonder which products we will
find to differentiate ourselves from the
cheaper competition. In the last few years,
all our companies switched to almost
100% LED technology, and most now offer
wireless solutions.
There seems no end to our ideas and innovation,
and I am really looking forward to the launch of a
completely new range of luminaires this autumn,
which will reinvigorate the workplace through
lighting and make the work environment a place

where people want to be. Importantly, these
luminaires will find applications in all our main
market segments and give our sales engineers
creative ways to light spaces. We have applied
for several patents to protect our ideas. It is an
exciting, albeit challenging, time to be running
a group of lighting companies. If we can bring
these new products to market quickly, I am
confident it will give us a much needed boost to
UK orders.

(excluding special dividends)
Total for the year of 5.40p
(2017: 4.90p)

+10.2%

There is a general malaise in the UK market
caused by a reduction in business confidence to
invest in the construction sector and elsewhere
as the country awaits Brexit and the return of
political stability. We have enjoyed ongoing
buoyancy throughout the government austerity
drive, mainly due to the introduction of the new
technologies mentioned above, but we believe
that the boost has peaked.
Every company in the Group has a set of
objectives, each of which is chosen to see the
Group successfully through turbulent times.
At each Board meeting, these objectives
are monitored and progressed. The Group’s
philosophy has not changed, and the Board
continues to invest for the long term and
work hard to ensure the businesses operate a
professional and low risk ethos. However, there is
an inevitable focus on costs and, to that end, the
Board took the decision, in August, to close the
production plant in Portsmouth, where demand
has not been as high as originally anticipated.
Over the last 12 months, the previous Compact
Lighting entity has been successfully integrated
into the Thorlux Lighting UK operations, and
all products have now been transferred to
the Thorlux manufacturing systems. A small
number of staff are likely to transfer to Thorlux
headquarters in Redditch. I wish those seeking
employment elsewhere success, and I would
like to thank all employees affected for their
understanding.
We continue to invest in the better performing
areas of the Group and, in January, purchased the
Lightronics building and adjoining buildings in
Waalwijk in the Netherlands for €3.4m. A further
£1.6m investment is being made in a new factory
for Portland Lighting, close to its current rented
accommodation in Walsall. Investments have
also been made in electronic printed circuit
board assembly equipment at TRT, to serve TRT’s
products locally and to provide risk mitigation for
the Thorlux plant.

Annual Report and Accounts for the year ended 30 June 2018
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Chairman’s Statement continued
Personnel

“We are planning for the
future uncertainty, and
we have a strategy in
place. We have great
financial strength and
excellent products that
are in line with or ahead
of latest trends, and we
have a great team of
focused people. ”

I would like to thank my whole team for their
continued support and diligence. The long
service records of many in management positions
and in our lower ranks are proving invaluable
as we steer our ship through economically and
technologically changing times.

Outlook
Whilst we have strengthened the position of the
Group by restructuring loss making operations,
diversifying the business through acquisitions
and investing in product innovation, this
year’s excellent performance will be difficult to
replicate as we contend with ongoing economic
uncertainty, government instability and
exchange rate volatility.
Whereas in recent years, we have worked hard
to balance our risk by growing into new market
sectors and territorial markets, the majority of
our sales are still within the UK.
We are planning for the future uncertainty,
and we have a strategy in place. We have great
financial strength and excellent products that are
in line with or ahead of latest trends, and we have
a great team of focused people.
We are, however, to some extent, reliant on
market conditions.
We intend to continue on the same path of
steady, sustainable long-term growth.

Mike Allcock
Chairman and Joint Chief Executive
15 October 2018

Pictured: Sharnbrook Academy, Bedfordshire
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Marketplace
Across the Group we work in a number of different sectors and various geographical territories. This
diversified market ensures we have mitigation against any sudden fluctuations in a particular sector
or region. Below is an outline of some of the over-arching trends that affect us as a Group.

QW
 hich market sectors
are growing?

A T he main growth areas have been

healthcare, logistics, retail and street
lighting in the Netherlands. This
is particularly pleasing as we have
targeted these areas with products
and selling presence and in the case
of the Netherlands; this means the
continued success of our acquisition
back in 2015.

Commercial
Housing

Industrial

Facilities

Education

Healthcare

Infrastructure

QW
 hich sectors are you
focusing on?

A W e have a wide portfolio of products

and solutions that are suitable for
a variety of different sectors. In the
past few years, we have invested in
business development resource in
healthcare, logistics, education and
retail – these investments are starting
to pay off.

Manufacturing

Advertising

Research &
Development

Retail

Display

Pharmaceutical
Hospitality

Pictured: Clarks showroom, Manchester
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Strategic Report

Increase in demand for
technology

Adoption of LED
technology and decline
of fluorescent lighting

Globalisation

QD
 o your competitors have

an interest in each of these
markets as well?

A W e have both domestic and

international competition across all of
these markets, from listed multinationals
to solid private businesses. We continue
to differentiate ourselves with product
and systems innovation, combined with
excellent customer service through the
lifecycle of a project.

What this means:
• Evolution of controls
technology – wireless
• Connectivity with the
internet and other devices –
the internet of things

What this means:

What this means:

• During the last few years
there has been a technology
shift in the lighting industry
toward LED solutions which
has seen the decline of
traditional solutions

• Responding to the demands
of our traditional customers
who are developing a global
footprint

• The Group has seen a shift in
LED sales, moving from 3%
to 85% of total revenue in
recent years

• Harmonisation of
technology from the
adoption of LED brings
the threat of increased
competition from both
Far Eastern and Western
economies

Opportunity it provides:

Opportunity it provides:

Opportunity it provides:

• Improves ability to hold
specification business with
our own controls offering

• Demand for retrofit
installations replacing
fluorescent lighting for LED
– for example street lighting
or education sector

• Chance to establish
ourselves in new territories
with established customers
in the countries we currently
supply into

• Continue to offer fluorescent
solutions to customers
where other competitors
have discontinued

• New sourcing opportunities
– pricing, quality, technology

How we are responding:

How we are responding:

How we are responding:

• Well placed with introduction
of SmartScan in 2016

• All new product
developments are
LED based

• Working with global
customers

• Potential to supply
retrofit projects with
wireless controls where
wired controls were cost
prohibitive

• Further development of the
SmartScan platform
• Occupancy profiling, air
quality sensing, and the
ability to change colour
temperature are all features
added this year.

• Continual review of LED
technology offerings to
take advantage of the latest
advances and ensure we are
offering the best solutions to
our customers

markets in all of the
geographies you operate
within?

A W e tend to focus on particular product

ranges in new territories. We focus on
our industrial products with controls
technology as this has driven export
success in the past. That does not
preclude us from offering solutions in
other sectors and we have won orders in
education and facilities as examples.

• Continual development of
the supply chain outside of
Europe
• Potential to establish new
offices in chosen locations to
support both customer and
supply chain development
in the future

Annual Report and Accounts for the year ended 30 June 2018
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Business Model
Customers come to us for peace of mind. They want the correct technical solution,
professional service, sustainability of products/services and the ability to support the
customer during its warrantable life and beyond.
Our business model is focused on the needs of our customers and the marketplace, with a
robust capital structure that underpins our ability to deliver sustainable growth, innovative
products and excellent customer service.

Working in these key markets...

Commercial

Industrial

Education

Healthcare

Manufacturing

Retail

Display

Hospitality

Pharmaceutical

Research &
Development

Advertising

Infrastructure

Facilities

Housing

We can provide solutions for our customers...
Target Customers
Those responsible for the whole life cycle
cost of the products/services we supply

14
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Strategic Report

Through these brands...

We can provide a complete service offering...

Design & Development

Manufacturing

Key fact

Key fact

Group
spend on
capitalised
R&D

£1.6m

PCB lines

(2017: £1.7m)

3

(2017: 2)

Commissioning
Key fact
Revenue
from this
service

£0.7m

(2017: £0.5m)

Which are achieved using our key resources...
Design & Innovation
Products, software, lighting design

Talented People
Continual development

Continuous product development

Manufacturing Facilities
UK – multiple sites,
Europe – Netherlands, Spain

Financial & Environmental Sustainability
Financial stability, Carbon Offset Scheme

Continual investment

Annual Report and Accounts for the year ended 30 June 2018
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Strategy and KPIs
Our products are sold throughout the world. The Group management team is passionate about
developing the business for the benefit of the shareholders, employees and customers. With the energy
and ability of our staff we look forward to the future with enthusiasm. Our aim is to create shareholder
value through market leadership in the design, manufacture and supply of professional lighting systems.
Our focus is for long term growth and stability, achieved through the following priorities:
Priority

Progress to date

Focus on high quality products and
good leadership in technology

1

•

Continued enhancement of features for the SmartScan
wireless system – occupancy profiling, air quality and colour
changing capability

•

Introduction of new LED product ranges and existing ranges
further enhanced

•

Integration of lens and optical technology into certain ranges
using Luxintec

Continue to grow the customer
base for Group companies

•

Targeted approach in the Netherlands with Thorlux industrial
product portfolio

With the continued investment in the product portfolio and the broad
range of sectors we can service, the focus will be on expanding our
customer base in new markets and territories.

•

Luxintec adoption of Smart and SmartScan technology in existing
product portfolio

Focus on manufacturing excellence

•

Along with continued product development, the need to innovate
the production process is essential.

New TRT facility to improve capacity and disaster recovery for PCB
and painting process at Thorlux

•

Acquired facilities for Lightronics with capacity for expansion

Continue to develop high quality people

•

Training and development

One of our main sources of competitive advantage, it is imperative we
continually develop and retain talent within the business.

•

Apprentice scheme continues

•

Investment in management training

Customers continually require new and innovative ways in which to
reduce the operating costs of their lighting installations. There is also
the requirement to reduce their environmental impacts.

2

3

4

Measuring strategic performance (KPIs) for our shareholders:
Revenue (£m)

+4.0%

Operating Profit (£m)
105.4

109.6

•

88.9
73.5
61.4

2014

16

2015

2016

Stock Code: TFW
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2017

Increase driven by the first time
consolidation of Famostar (+£3.8m)
for six months

•

Revenue also increased from our sales
offices in the UAE and Australia

•

Thorlux and other subsidiary
companies were similar to last year

2018

+5.7%

19.5

16.2
13.7
11.8

2014

www. fwthorpe.co.uk

18.4

2015

2016

2017

2018

Annual Report and Accounts for the year ended 30 June 2018

26100   15 October 2018 5:15 PM   Proof 12

15/10/2018 17:36:52

Strategic Report

Risks key

A

Adverse economic conditions

D

Price changes

G

Movements in currency exchange

B

Changes in government legislation or policy

E

Business continuity

H

Cyber security

C

Competitive environment

F

Credit risk

I

Exit from the European Union

Read more about our Principal Risks and Uncertainties on pages 32 and 33

Future opportunities

Associated risks

•

Further development of SmartScan

•

Continuous research and development

•

Targeted acquisition

•

Consider further sales offices overseas

A

•

Potential business development investment

•

Investment in sales personnel in the
UK and overseas

C

•

Targeted acquisition

•

Development of Lightronics facilities –
introduce Application Centre concept

•

Continued investment in
manufacturing facilities

•

New facility for Portland Lighting

•

Continued investment in training
and personnel development

C

•

Product acceptance

•

Initial product introduction

•

Short term cost increase without
immediate return

•

Prolonged time required to
establish FW Thorpe brands in
new territories

•

Reduced productivity while
changes are implemented

•

Learning curve on introduction of
new products and processes

•

Ability to retain staff in
competitive local job markets

•

Potential loss of UK personnel
from the EU due to Brexit
uncertainty

D

E
C

C
I

Strategy in Action

For more information read our Chairman’s Statement on pages 08 to 10

Case Study: University of Warwick
Read more on pages 18 and 19

Case Study: Introducing Famostar –
The specialist in emergency lighting
Read more on pages 20 and 21

Read more about our Operational Performance on pages 22 to 28

Basic Earnings per Share (Pence)
•

Increased operating profit from the
majority of Group companies

•

First time consolidation of Famostar
for six months added €0.7m (£0.6m)

•

Thorlux and TRT lower than last year

•

Increased provision for Lightronics
earnout reduced operating profit by
£0.6m compared to 2017

+10.9%
10.12

13.91
12.54
11.24

Driven by operating results

•

Increased number of shares due to
exercise of executive share option for
the first time

•

Reduced corporation tax charge from
first time adoption of patent box tax
relief regime

8.83

2014

2015

2016

2017

2018
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Strategy in Action
Case Study: University of Warwick
Built over three phases between the mid 1990s and 2002, the International Manufacturing Centre
is part of the Warwick Manufacturing Group (WMG), an academic department of the University of
Warwick and one of the world’s leading research and education groups. The centre’s impressive
Engineering Hall showcases some of WMG’s cutting edge research activities.
Energy saving

69%

The hall is used by a team of expert technicians
and engineers who work with students and
business partners on projects to develop new
products or improve processes. It has dedicated
areas for a range of industrial processes,
including laser welding and joining, metal
processing, injection moulding and other
machining.

Running costs reduced
per annum

The Challenge

Light level increased

As an established supplier, Thorlux Lighting was
asked to propose a new installation that would
combine the necessary energy cost savings
with a vastly improved quality of lighting in the
building.

£2,400

300 to
600 lux

18

The university’s Estates Department, in
collaboration with WMG, undertook a review
of the options for upgrading the lighting, with
an important consideration being measurable
energy and carbon savings in accordance with
the Estates Office Engineering Design Standards
and the ‘low energy, low maintenance’ strategy.

A lighting upgrade was required for the central
section of the International Manufacturing
Centre’s Engineering Hall, a triple-height
structure extending to 15m high over an area of
approximately 1260m2. The existing metal halide
luminaires presented an opportunity to improve
the original installation.

Stock Code: TFW www. fwthorpe.co.uk
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The Solution
The Thorlux recommendation was based on
installing the Thorlux SmartScan monitoring and
management system, which incorporates Smart
intelligent lighting control.
Thorlux SmartScan luminaires can deliver
energy savings in excess of 70% compared
with conventional technology. Integral sensors
monitor ambient light and presence, control
output to the correct level, dim and switch when
there is sufficient daylight, and illuminate only
when the area is occupied. The Engineering
Hall has high-level glazed panels around all four
walls, so the system is able to take advantage of
considerable levels of natural light.
The luminaires, selected by the university
in consultation with Thorlux, are from the
company’s Solow XLED range. Designed for
use in high-level applications, these luminaires
provide a high output, with each LED having
an individual lens to ensure the most efficient
distribution of light from the LED chip. This
provides excellent optical performance, making
significant improvements to illumination levels
and uniformity of light.
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Strategic Report

Luminaires used
on this project:

Systems and Services
used on this project:
SmartScan

Commissioning

“SmartScan has
achieved all of our
objectives and more.
We have received
excellent service from
Thorlux Lighting,
and the ongoing
customer relationship
is very supportive.
They have met the
expectations of all of
the stakeholders – from
the users of the hall
to the environmental
team, who are looking
for payback over a
five-year period. From
the point of view of
the engineers at the
university’s Estates
Department, they have
helped us to improve
the lighting quality
in one of our key
buildings with a system
that was easy to install
and will be easy to
maintain.”
Annette Ash
Electrical Design Engineer at the
University’s Estates Department

Solow XLED
Slim profile superior performance
LED luminaires

Annual Report and Accounts for the year ended 30 June 2018
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Strategy in Action
Case Study: Introducing Famostar –
The specialist in emergency lighting
In December 2017, FW Thorpe Plc acquired Famostar Emergency Lighting B.V. in the Netherlands, a
specialist in emergency lighting for a range of market sectors. Famostar is located in Velp near Arnhem
and currently employs 37 people. Revenue is derived from the Netherlands, where it is considered one
of the foremost brands in the market.

“Through its
Competence Centre,
Famostar contributes
to a safe and
responsible evacuation
of a building in an
emergency situation.”

Originally established in 1947, Famostar is one
of the Netherlands’ leading manufacturers of
emergency lighting. Building on more than sixty
years of experience Famostar has developed deep
know-how and a focused product range, which
allows it to offer tailor-made solutions that meet
all requirements in terms of safety and quality.
Famostar primarily serves its customers through
the wholesaler network, the dominant channel for
emergency lighting in the Netherlands.
Famostar provides emergency lighting solutions
for various sectors including industry, retail,
education and healthcare. Its portfolio consists
of a range of modern, robust and effective LED
luminaires. Famostar has a strong research and
development ethos; products are developed
by the in-house Research & Development
department. These products are also assembled
and tested at its location in Velp, a similar
philosophy to that of other companies within
the Group.
Emergency lighting knowledge and expertise
is key to the success of the business. Due to
Famostar’s comprehensive expertise in the field

of lighting safety, and given the increasing market
awareness of the need for emergency lighting,
Famostar established its own Competence Centre
in 2009. Here, installers, consultants and everyday
people are trained and educated.
In the Unique Experience Room, one can
experience first-hand an evacuation of an
area during a simulated power failure with
and without operational emergency lighting
provision and take away recorded night
vision sound and video footage of the event.
Through the use of its Competence Centre,
Famostar contributes to improving safety
across the Netherlands by training attendees
in providing safe and responsible evacuation
of their buildings, via provision of reliable wellmaintained emergency lighting.
The addition of Famostar to the Group will
bring further expertise in emergency lighting,
which can be utilised by Lightronics and other
companies Group wide. Famostar can benefit
from the Group’s technical and commercial
strengths, which will include the adoption of
the SmartScan wireless emergency lighting test
system into the Famostar range of products in
the near future.

Pictured: Famostar Headquarters, Velp
Pictured RH page :
Amsterdam Arena, Amsterdam
Famostar Factory, Velp
Praxis DIY Store, Netherlands
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Operational Performance
FW Thorpe: Group Performance
Group Total Revenue (£m)
Excluding Intercompany

24.1
64.6
20.9

2018 Group Company Overview
FW Thorpe Plc encompasses individual companies that concentrate
on particular market sectors and geographical locations. The
companies are chosen to be complementary and non-competing,
offering both diversity as well as risk mitigation.
The companies within the Group are affected
differently by market trends and economic
impacts within their respective markets. The
continuing development and market adoption
of LED and lighting controls technology means
that the companies can share the benefits of
product and technical expertise to differentiate
themselves from the competition.
Overall Group performance was ahead of last
year’s, helped by the acquisition of Famostar
midway through the year and because

Thorlux
Lightronics
Other companies

of continued new product introductions,
investment in manufacturing facilities and sales
into new markets. This progress is underpinned
by the development of market-leading lighting
equipment and the delivery of excellent
customer service.
The following is an overview of the year for our
companies, excluding the recently acquired
Famostar business and for which revenue values
include intercompany revenue.

Revenue by region (£m)
Excluding Intercompany

5.5
10.7

70.7

22.7

UK
Netherlands
Europe
Other Countries

Pictured: Hyundai, Swansea
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Strategic Report

Thorlux Lighting
Results are disappointing when compared with last year’s; however,
they need to be viewed in the context of the record results achieved
in 2016/17. The integration of the Compact business bolstered
revenue but affected operating costs, leading to revenue marginally
below that of last year. On a positive note, SmartScan continued to
deliver, supporting order income during the year.

Revenue

£68.6m
−1%
(2017: £69.1m +22%)

Across the Group, Thorlux has the widest product
portfolio, supplying a variety of markets and
sectors. Demand increased in the healthcare,
commercial and logistics sectors, but softened
in automotive and industrial. We also need to
consider that confidence in the construction
sector was dented midway through 2017/18
with the demise of a major contractor; although
we were not directly impacted, we believe this
slowed demand.
Thorlux continues to be the focus of product
development for the rest of the Group. Further
enhancements of the SmartScan platform were
delivered and will continue into the coming
year, with additional functionality to measure
certain conditions of the environment in order
to monitor the performance of a space. Thorlux
orders and sales may not have hit the heights of
last year; however, SmartScan revenue exceeded
£14.0m in its second year.
Group collaboration remains a key focus,
combining the expertise of our outdoor
lighting companies, TRT and Lightronics, lens
development skills from Luxintec and decades
of lighting product development experience
from Thorlux. This has resulted in a number of
new products being brought to the market,
with a number in the pipeline for launch during
2018/19.
In another notable collaboration, a major project
was secured by our sales office in the UAE and
supplied by Thorlux, TRT, Philip Payne, and
Luxintec in Spain.

Further energy saving projects with the
NHS were delivered, and the retail business
outperformed in its first full year under the
Thorlux umbrella.
Overseas, both Ireland and Australia performed
well. Germany was disappointing in spite of
investment in personnel; however, the stand-out
performance was that of the UAE.
Investment in Thorlux continues. Systems and
processes have been a major focus this year,
with investment in our main system to improve
day-to-day activities that have not necessarily
evolved with the business over the years. This will
continue over the next few years. Manufacturing
capacity has been increased: an additional
printed circuit board line has been installed at
our TRT facility, controlled by Thorlux but for use
by the Group as a whole.
Our investment in selling resources has not
grown orders this year, but we will continue
this for the long term. Our product portfolio
continues to evolve, as does our selling presence
in different territories and market sectors. Further
streamlining of our operational processes,
which will include the closure of our Portsmouth
facility, should improve profit margins in 2019.
Thorlux will continue to aim for growth; this will
be difficult in the current economic climate, but
the business has the right building blocks to
maintain its performance and move it forwards.

Pictured: Girls High School, Sheffield
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be the focus of product
development for the
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Operational Performance continued
Philip Payne
Revenue

£3.4m
+11%
(2017: £3.0m +19%)

The relationship between Philip Payne and its core client base
continues to be the key unique selling point of the business. Philip
Payne’s ability to modify standard designs to meet architectural
requirements differentiates its range from those of competitors,
which are generally produced in higher volume and often imported.
In another good set of results for the business, both revenue and
operating profit increased over last year’s.

“The strategy to
increase focus on
exports, adopted a
few years ago, has
proven successful.”

Philip Payne’s clients are quite discerning
and often require more than the typical
trade offerings, leading to distinctive market
opportunities. The combination of this with the
launch of a new wireless emergency lighting
test system has led to exciting project work at a
number of wireless sites, including the Scottish
Parliament and HM Treasury. Where there is
challenging architecture, SPECTO-XT (the new
wireless emergency lighting system) improves
safety for occupants and ensures regulatory
compliance with minimal disruption and
installation costs.
Alongside these projects, the business has
continued its proud tradition of working with
blue-chip clients, completing work with clients
including Tag Heuer, Wempe, Hugo Boss and Tom
Kerridge restaurants, plus a plethora of top hotels
including Manhattan Loft Gardens, The Cadogan,
Gleneagles and the five-star Adare Manor in
County Limerick.

The strategy to increase focus on exports,
adopted a few years ago, has proven successful.
Continued growth in the UAE has been enjoyed,
and processes are in place to secure the required
accreditations to take SPECTO-XT to the Middle
East region, where Philip Payne already enjoys
success with the existing wired control system,
SPECTO-Web.
This year has also seen considerable investment
in digital printing, with Philip Payne migrating
from traditional printing processes. Digital
printing will permit the business to offer an
unrivalled range of exit sign options along
with custom-built general signage, which has
historically added a welcome supplement to core
activities.
Yet again, the challenge for the new financial
year will be to replicate or improve on the
success of this financial year.

Pictured: HM Treasury, London
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Strategic Report

Solite
2017/18 was another year of growth for Solite, albeit at a slower
pace than during the last two years. Operating profit has also
moved forward during the year; it has now achieved solid growth in
the last three financial years.

Revenue

£3.6m
+3%
(2017: £3.5m +33%)

“Solite also gained
some momentum in
the custodial sector,
where investments
in new products and
selling resources were
made last year. ”
Demand in the first part of the year was strong,
driven again by a close working relationship with
the Thorlux sales office in Dublin. Orders with
major pharmaceutical companies in the UK were
also secured during the year, continuing from the
successes of previous years.
Solite also gained some momentum in the
custodial sector, where investments in new
products and selling resources were made last
year. Further Ministry of Justice approval for
products was achieved and resulted in a number
of smaller projects being secured.
Investment in Solite continues, with further
investment planned in the coming year. The
growth in the last few years has put pressure

on the factory to meet customer demand.
Whilst Solite offers a comprehensive range
of clean area products, the vast majority are
bespoke variations of the portfolio. This puts
extra demands on the manufacturing process,
but at the same time gives Solite a competitive
advantage.
Solite again has the challenge of maintaining and
building on the performance for this year. Focus
is required on improving the product portfolio to
keep ahead of the competition and continuing
to exceed customer expectations concerning
service levels. The order book at the start of this
new financial year is not as strong as in previous
years; however, there are a number of good
opportunities to pursue in 2018/19.

Pictured: Sheffield Royal
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Operational Performance continued
Portland Lighting
Revenue

£3.3m
−4%

Portland is renowned within the Group for its unique route to market
and its stellar return on sales. Revenue declined again this year, and
whilst return on sales percentage is still the highest in the Group,
profits have dipped slightly.

(2017: £3.4m −2%)

“Product development
is also crucial
in maintaining
competitive
advantage.”
The focus remains on external sign lighting for
the retail sector and brewery trade, as well as for
advertising billboard companies. Projects this year
included a retail site called Box Park Wembley,
high street stores for Costa, Greggs and Gap, and
brewery projects with Punch Taverns.
Next day delivery and customer service remain
paramount at Portland.
Product development is also crucial in
maintaining competitive advantage. 2018
witnessed the launch of Ecolux mini. Mini
continues on the success of the existing Ecolux
product range, having a slim line new design and

improved performance, as well as being easier
and quicker for contractors to install.
Gaining traction on international sales has
again been challenging, but with some success:
export sales are up 27% and now represent
5% of revenue. Focus continues on this part of
the business.
Portland will target growth in 2018/19 to arrest
the recent decline. Delivering increased market
share domestically and using Group resources
to develop overseas opportunities are primary
objectives to achieve growth in the coming year.

Pictured: Miller and Carter, Solihull
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Strategic Report

TRT Lighting
For the first time since its inception, TRT failed to grow this past
year. Following a difficult finish to the 2016/17 financial year, the
business responded positively to increased price competition and
the commoditisation of the basic street light offering. Prices have
dropped, which has necessitated a dramatic increase in volume to
keep revenues close to those of the previous year, but has resulted
in a lower operating profit for 2017/18.
Where TRT has been successful is in securing
volume orders with local authorities, with the
launch of products to compete at the value end
of the sector. A focus on factory efficiency was
required to improve output; this has taken time,
but efficiency improved in the second half of
the year.
Tunnel lighting business has been non-existent
this year; however, these projects can be
sporadic, and a number of opportunities in this
sector remain active. TRT has developed a couple
of new solutions for this market that include
retrofit kits to replace lighting in a number of
projects the business has supplied in the past.
Product development remains key, particularly in
the current value driven market. In the next few
months, TRT will launch a new product, named
Optio, which will differentiate the business in

Revenue

£8.6m
−2%
(2017: £8.8m +5%)

the street lighting market. Key features include
selectable light distributions and power settings
as well as an adjustable column mounting that
will result in a one-product-fits-all solution for
the majority of customers.
The in-house printed circuit board assembly
facility is now operational, supporting not only
TRT but also other companies in the Group. The
addition of new painting facilities were deferred
to allow TRT to focus on its factory efficiency
improvements, but will be revived during the
new financial year.
TRT again starts the year with a good order book
from a street lighting perspective. Improved
margins and continued factory efficiency will
be key to supporting improved operating
performance in 2018/19.

“Product development
remains key,
particularly in the
current value driven
market. ”

Pictured: Traffic Route, North and
Mid Wales Trunk Road Agency, Wales

Annual Report and Accounts for the year ended 30 June 2018

FW Thorpe AR2018 Front.indd 27

Stock Code: TFW

26100   15 October 2018 5:15 PM   Proof 12

www. fwthorpe.co.uk

27
15/10/2018 17:37:08

Operational Performance continued
Lightronics
Revenue

£21.1m
+8%
(constant currency +7%)

(2017: £19.5m +25% (constant currency +9%))

“Industrial and
emergency sectors
remain a strategic
ambition for both
Lightronics and
the Group.”

This business delivered another good result as Lightronics builds
on the success from previous years. Orders, sales and profit have
all grown again this year, although at a slower rate. In addition, the
Lightronics management discovered and supported the opportunity
to acquire the Famostar business in December. Famostar will be
reported on separately in future (see page 20) and is now managed
by the Lightronics team.
The street lighting sector has driven growth this
year, where last year growth was driven by the
impact-proof lighting segment. Major projects
included various city projects in the Netherlands
and Germany, as well as the continued roll-out of
the Woonstad Rotterdam project.
Industrial and emergency lighting sectors
remain a strategic ambition for both Lightronics
and the Group. The addition of the Famostar
product portfolio will kick-start the overhaul of
the Lightronics emergency offering and how
the business complements Famostar in the
local market.
The only disappointing note continues to be the
strategic objective of developing the industrial
and emergency lighting segments in the
Netherlands utilising existing products available
in the Group. There has been some progress with
a number of small orders, but the management

team is challenged to deliver better results
through a closer working relationship with
Thorlux, utilising that company’s many decades
of experience of selling into these sectors.
The Group made a significant commitment to
the Lightronics business in 2018, securing the
current and neighbouring buildings, which were
previously leased. This gives Lightronics a stable
base for further growth and an opportunity to
establish the Group’s European Applications
Centre to demonstrate both Lightronics and
Group product offerings.
As said last year, with continued growth
comes the challenge of maintaining, let alone
improving, the results for the next financial year.
If Lightronics is to see growth in the coming year,
focus is required on stimulating demand for
Thorlux products in the Netherlands.

Pictured: Zorgcomplex, Tilburg
Pictured RH page :
Newman University, Birmingham
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Strategic Report

The Group primarily trades in sterling. There is an
exposure to foreign currency as the Group buys
and sells in foreign currencies and maintains
currency bank accounts in US dollars, Australian
dollars, UAE dirhams and euros. The activities
of buying and selling in foreign currency are
broadly matched with currencies bought and
sold as required in order to minimise currency
exposures. Larger exposures would be hedged
in order to reduce the risk of adverse exchange
rate movement. There were no currency
hedging derivatives in place at 30 June 2018
or 30 June 2017.

Pension scheme position and funding
The latest triennial actuarial valuation was
completed as at 30 June 2015. This valuation
showed that the pension scheme position
remains in surplus and a funding level for the
future has been agreed between the trustees of
the scheme and the directors of the company.
The directors consider it unlikely that any
changes to the present funding levels will have
any significant effect on the strength of the
company’s statement of financial position.

Group research and development
activities
The Group is committed to research and
development activities in order to maintain its
market share in the industrial and commercial
lighting market. These activities encompass
constant development of both new and existing
products to ensure that a leading position in the
lighting market is maintained.
During the year the Group spent £1,605,000
(2017: £1,715,000) on capitalised development
costs, which includes internal labour.

Property, plant and equipment
The directors are of the opinion that the market
value of the freehold land and buildings is
in excess of their net book value. While it is
considered that the market value is significantly
greater than the net book value for many of
the Group’s properties as a result of being
acquired between one and over 20 years ago,
management consider that undertaking formal
valuation exercises would be costly for limited
value and consequently no formal exercise has
been undertaken.

Creditor payment policy
The Group’s policy concerning the payment of
its trade creditors is to accept and follow the
normal terms of payment among suppliers to
the lighting industry. Payments are made when
they fall due, which is usually on the day after the
end of the calendar month following the month
in which delivery of goods or services is made.
Where reasonable settlement discount terms are
offered for early payment, these terms are usually
taken up. The number of days represented by
the company’s year end trade payables is 38
(2017: 48).
2018 saw the introduction of the duty to report
on payment practices and performance. FW
Thorpe has complied with this regulation but
it is disappointing to see that a number of our
competitors have decided against it somehow.

Internal financial control
During the year, a member of the Group finance
department has visited all operating sites to
assess their compliance with a selection of key
control procedures and any non-compliance
reported to the Group Board. Any areas of noncompliance noted as part of this process have
been addressed.
In addition, the executive directors regularly
visit all operating sites and review with local
management financial and commercial issues
affecting the Group’s operations. Regular
financial reporting includes rolling forecasts
and monthly financial reports comparing
performance against plan. These reports are
reviewed locally with a Group representative and
monitored by the Group Board. Accordingly, the
directors do not consider that an internal audit
department is required.

Excluding Intercompany

+4.0%

Craig Muncaster
Joint Chief Executive, Group Financial Director
and Company Secretary

105.4

109.6

2017

2018

88.9
73.5
61.4

2014

2015

2016

Underlying Group PBT (£m)
Profit before tax

+6.6%

18.4

19.6

16.3
12.6

2014

14.4

2015

2016

2017

2018

Underlying Basic EPS (Pence)
Earnings per share

+10.9%

10.12

13.91
12.54
11.24

8.83

15 October 2018

Investment this year included freehold property
in Waalwijk for Lightronics of €3.4m and
increased printed circuit board capacity located
at TRT Lighting.

2014
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Principal Risks and Uncertainties
The Board is responsible for the identification and effective management of risks posed to the Group.
Due to the impact certain risks could pose, the Board regularly reviews the likelihood of risks occurring
and the potential impact they could have on the business.
Detailed below is a list of the principal risks facing the business, and the corresponding actions the
Board are currently taking in order to manage them.
Area of risk

Type of risk

Description of risk

A

Adverse
economic
conditions

Strategic

•

Deferred or reduced capital investment plans in market sectors, which our products are supplied
into and are key sources of revenue for the Group

B

Changes in
government
legislation or
policy

Strategic

•

Reduction in public sector expenditure and changing policy increases risk to our order book

•

Uncertainty of free access to EU markets

C

Competitive
environment

Strategic

•

Existing competitors, powerful new entrants and continued evolution of technologies in the
lighting industry eroding our revenue and profitability

D

Price
changes

Operational

•

Erosion of revenue and profitability

E

Business
continuity

Operational

•

The majority of the Group’s revenues are from products manufactured in the Redditch facility

F

Credit risk

Financial

•

The Group offers credit terms which carry risk of slow payment and default

G

Movements in
Financial
currency exchange

•

The Group is exposed to transaction and translation risks. With some natural hedging in EUR this
risk is primarily with changes in the GBP:USD rates

H

Cyber security

Operational

•

A breach of IT security could result in the inability to operate systems effectively and efficiently or
the release of inappropriate information

I

Exit from the
European Union

Strategic

•

Significant uncertainty remains over how the economic landscape might be affected in the next
few years
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Strategic Report

Strategic Priorities key

1

Focus on high quality products and
good leadership in technology

3

Focus on manufacturing excellence

Risks key

2

Continue to grow the customer
base for Group companies

Increase in risk

4

Continue to develop high quality people

No change in risk
Decrease in risk

Read more about our Strategic Priorities on pages 16 and 17

Mitigation of risk

Possible
impact on
performance

•

Broad range of customers in differing sectors

High

1

2

•

High quality, technically advanced products to differentiate the Group from competitors

•

Actively seek to identify new opportunities to ensure we maximise our potential of winning new
business

•

Continue to seek to diversify our customer portfolio to ensure we have an appropriate spread,
mitigating the risk of any industry or specific sector spending issues

Medium

2

4

•

Develop sales in new markets

•

Offering innovative products and service solutions that are technologically advanced products to Medium
enable us to differentiate ourselves from our competitors

1

2 3

•

Investing in research and development activities to produce new and evolving product ranges

•

Investing in new production equipment to ensure we can keep costs low and maintain barriers to
new market entrants

•

Management reviews prices, at least annually, to take into account fluctuations in costs, in order
to minimise the risk of reduction in gross margin, or the loss of market share from a lack of
competitiveness

1

2

•

High level of importance attached to environmental management systems, health and safety and High
preventative maintenance

•

Insurance cover is maintained to provide financial protection where appropriate

•

Increased production flexibility with the ability to build products in more than one
manufacturing facility

•

Credit policy includes an assessment of the bad debt risk and management of higher risk
customers

•

The Group maintains a credit insurance policy for a significant proportion of its debtors

•

Medium

Strategic
priorities
impacted upon

2

The Group has increased its sourcing of materials to maintain a natural hedge to offset its
currency risk from EUR receivables, whilst at the same time buying EUR and USD when the
exchange rate is favourable, compared to our operational rates, to minimise the risk

Low

2

•

Internal IT team strengthened

Low

1

3

•

Implemented new firewall

•

Disaster recovery capabilities are under review with a view to further investment

•

With the Group having a manufacturing presence in two EU countries, the Netherlands and
Medium
Spain, this leaves us ideally placed to react to any negative trade barriers that may be imposed on
the UK

2

4

•

Continue to develop closer working relationship with these entities, sharing product
development, market knowledge and operational expertise to ensure we have the flexibility to
adapt to any changes in the future

•

As more details emerge we will assess the impact, in the short term the Group will review the
implications based on potential outcomes
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Sustainability
The Group has the responsibility for managing the challenges that affect the business on a daily
basis; this also includes our impact on the environment, our workforce, and the community.
Environment

Employee Policies

The Group is committed to minimising the
environmental impact of both its manufacturing
processes and its products. However, even
with the most responsible approach, some
carbon dioxide (CO2) will be released into the
atmosphere as an indirect result of factory and
selling activities and customers’ use of luminaires.

Employees are kept informed of matters of
concern to them as employees by publication
and distribution of a company newsletter and
other notices, or by specially convened meetings.

In 2009, FW Thorpe designed an ambitious
carbon offsetting scheme to help compensate for
these emissions. The scheme is now accredited
under the Woodland Carbon Code and now has
149,849 trees planted. The Group requires some
8,000 or so plantings per annum to offset the CO2
produced by our operations.

Why are LED’s better for individuals and the
environment?
Light does a lot more than enable humans to
see. Daylight regulates various hormone levels
within the body, which affect people physically,
mentally and behaviourally.
Using modern LED light sources in our
ColourActive luminaires and utilising controls,
the natural daylight cycle can be replicated
improving lighting conditions with potentially
positive benefits.

Committees representing the different groups
of employees meet regularly to ensure the views
of employees are taken into account in making
decisions that are likely to affect their interests.

employees, and if employees become disabled
every effort is made to ensure their continued
employment, with appropriate training where
necessary.
Policies for recruiting employees are designed to
ensure equal opportunities irrespective of colour,
ethnic or national origin, nationality, sex or
marital status.

Modern Slavery

The involvement of employees in the Group’s
performance is encouraged by various incentive
schemes including a profit related bonus scheme.

Our Modern Slavery Act disclosure is published
on our corporate website (www.fwthorpe.co.uk)
in the company documents section.

Information on the financial and economic
factors affecting the performance of the Group
is made available twice yearly at the time of
publication of the interim and annual statements
to shareholders.

Charitable Gifts

The Group is committed to developing a safe and
healthy working environment for all employees
consistent with the requirements of the Health
and Safety at Work Act. Within the constraints
of health and safety, disabled people are given
full and fair consideration for job vacancies.
Depending on their skills and abilities, disabled
people enjoy the same career prospects as other

During the year the Group gave £26,310 (2017:
£11,437) for charitable purposes. This is made up
of donations to UK charities for children’s welfare
of £150, cancer care of £294, healthcare of
£5,348, educational schemes of £2,650, and local
causes of £17,868.

Case Study: Royal Welsh Show Success
Since 2009 FW Thorpe Plc has
planted over 149,000 trees on
215 acres in Monmouthshire.
The ambitious carbon offsetting
scheme is accredited to the
Woodland Carbon Code and
has now been recognised at the
prestigious woodland awards
held at The Royal Welsh Show.
Twenty two estates were judged throughout
South Wales with the FW Thorpe woodland
(Cwm Fagor) winning three awards:
•

The Milford Silver Medal for Best Broadleaf
entry in Stand classes A, B and C

•

Best Managed Woodland 51-200 hectares –
Silver

34

•

Broadleaf planting or restocking under
10 years old – Gold

Acknowledging the hard work of the
silviculturist, the judges praised the quality and
health of the woodland and commented on
the overall conservation impact including the
abundance of wild flowers, butterflies and birds.
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FW Thorpe, making a meaningful difference: our contributions in 2018
Economic – we generate value

Contribution to UK economy
Tax paid, collected

£17.7m

Awards and recognition:
• Listed in London Stock Exchange 1000
Companies to Inspire Britain 2018

(2017: £18.6m)

We are investing in
the future

We support the
national wage bills

Capitalised R&D expenditure

£1.6m

£30m

(2017: £1.7m)

(2017: £28m)

• Queens Award for innovation – application
• Forestry award – The Royal Welsh Show
Read more about The Royal Welsh Show Success
on page 34

Innovation

Community

Patents
Charitable
donations

Number of
charities

£26,310

38

(2017: £11,437)

(2017: 33)

Granted

12 5

Pending

7

Environment

Total trees planted

Employee engagement

149,849
(2017: 149,849)

People
employed

Apprentice
employment

720

14

(2017: 639)

Last 5 years

CO2 offset per annum 2016/17

3,287 tonnes
(2015/16: 2,984 tonnes)
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