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Company description
ServicePower provides connected field
services solutions that bring together the
customer and the dispatch centre,
technician,
claims
and
warranty
processes,
parts,
the
contracted
workforce, assets, mobility, business
intelligence, and social collaboration.
ServicePower connects all aspects of the
field service value chain through the use
of innovative technology that accelerates
business efficiency gains and customer
satisfaction
while
reducing
costs.
ServicePower is uniquely positioned to
offer end to end connected field services
solutions on one underlying platform that
can been utilised for employees and
contractors alike.
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The recent full year 2014 numbers reflected the transition
that ServicePower is undergoing , as it moves away from low
margin service contracts towards higher margin recurring
SaaS revenues. However, they also pointed towards
significantly enhanced prospects for the f uture, as the new
business model powers up.
2014 was a year of change for ServicePower, following on
from Marne Martin’s appointment as CEO being made
permanent in September 2013 and Tajinder Sandhu’s
appointment as CFO in December 2013. New branding, new
website and new content are the visible signs of change but
there has also been a significant change in the business
model. The new model is to focus much more upon higher
margin and recurring SaaS revenues and move away from
lower margin service contracts. Moving from gross margins
of around 13% on some contracts towards a more
reasonable 50/60%.
In the short term this has created a
lag in revenues as SaaS revenues typically are taken in
monthly installments after implementation. Inevitably this
has created a dip in earnings, but this will be more than
compensated over the longer term by higher a nd more
predictable revenue streams.
At the same time ServicePower has been upgrading and
launching new functionality and services for its products
which has absorbed management and personnel time from
implementation; which has also had a knock on effect on
revenues. However, most of this restructuring is now done
and the Company is now fully re-set and accelerating
delivery of its products to existing and new customers.
ServicePower is made up of three business units: Scheduling:
Mobilised Field Techs and 3 rd Party Management .

Scheduling is the original business of ServicePower. It comprises

the management of scheduled services, basically ensuring that a
business can have the right technician attending the right job at the
right time with the right tools and parts to complete the job. The
system also manages Service Level Agreements (SLA), provides
dynamic route optimisation and consumes M2M data to facilitate
proactive servicing. Ultimately the significant efficiencies offered
save money as well as making for happy end customers .
Mobilised Field Techs are to push jobs out to field operatives – not
necessarily employees - in real time. Like the service scheduling,
the system enables logistical efficiencies and greatly improved rates
of first-time fixing. This system is now fully on the cloud and
additional functions continue to be added increasing the
attractiveness of this service to Smaller and Medium sized
Enterprises (SME) who are a key focus.
3 rd Party Management is what the Company used to call Service
Ops . It offers ‘slot-based’ dispatching with customisable files for
parts, model lists &c and real time claim processing status reports
for contractors.
ServicePower estimates that its systems and services offer around
40% increase in field resource efficiency, 30% cost savings through
improved line-of-sight & fraud control and 50% increase in field
productivity.
For disclosures, refer to the Disclosure Section
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The Outlook
Customer Acquisition: 2014 has been a year of frenetic activity and the fruits of
that work are only just beginning to kick in. Lead generation activities started twelve to
eighteen months ago are only now feeding into new contracts. More recently in
December 2014, Gartner recognised ServicePower as ‘Visionaries’ in its ‘Magic
Quadrant for Field Service Management’. The Company has received ten Requests for
Proposals (RFPs) where they had never had one before. Upgrades to the products took
longer than expected and this inevitably had an impact on the pace of implementation
as resources were stretched.
Implementation has been the bottleneck for
ServicePower, rather than customer acquisition, and with these upgrades out of the
way and some strategic new hires the rate of customer take on should accelerate
markedly. To add to all this the Company has signed new resellers in Q1 2015 and that
work will start to kick in over the next several quarters.
Margins: The pipeline doubled in 2014 and this is now maturing in 2015, with
scheduling accounting for 80% of sales. The average margin for scheduling was 54%,
though this included the contract work at 13%. With that lower margin work working
through, and not being repeated, new averages could be heading towards and beyond
60%. On the 3rd party side margins are typically 40% though the software element
runs closer to 74%. So there is also plenty of scope for improvements here,
particularly when renewal rates are at 100%.
Internal Re-Organisation: It is not just the products that have been upgraded. The
new management has made changes within the organisation as well. The business
has been re-focussed towards the higher margin SaaS model and away from the lower
margin Service Contracts. This has resulted from some personnel changes, which are
now largely complete, though there are some more hires to come. It has also allowed
the Company to bring in new information sharing protocols between staff. The sharing
of information up and down and across the Company is already yielding positive
results.
Global Reach: Until recently the products have been only available in the English
language. A German language version is now being pushed out both by direct sales
and partners and French and Spanish versions will follow shortly. It is planned to bring
additional languages over time and this will open up not just Europe but swathes of
Latin America, Asia and Africa too.
Conclusion
ServicePower has a product that works: They have Tier 1 customers renewing orders
and new business is flowing in. The new business has great margins and these are
also growing.
The new management has made a very impressive start and have an extremely
credible plan to expand the business rapidly, but also sensibly, looking for high quality
‘sticky’ revenues, which take longer to get started but are a good foundation for the
long term prospects of the business.
The current valuation reflects the recent decline in numbers, but arguably does not
give much credit for the future prospects, despite a good deal of the execution risk
already being dealt with. As the Company has drifted into a small loss, the operational
gearing has become quite extreme, representing a significant turnaround potential for
earnings from a relatively modest increase in revenues. Combine this with a potential
increase in multiple that could follow a return to profitability, and the share price could
easily get back to its highs and beyond.
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Consolidated income statement for the year ended 31 December 2014

Source: ServicePower plc Annual Reports
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Consolidated balance sheet at 31 December 2014

Source: ServicePower Technologies Annual Reports
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Consolidated cash flow statement for the year ended 31 December 2014

Source: ServicePower Technologies Annual Reports
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Disclaimer
This document, which does not constitute research, has been issued by Hybridan LLP for information purposes only and should not be
construed in any circumstances as an offer to sell or solicitation of any offer to buy any security or other financial instrument, nor shall
it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action. This
document has no regard for the specific investment objectives, financial situation or needs of any specific entity and is not a personal
recommendation to anyone. Recipients should make their own investment decisions based upon their own financial objectives and
financial resources and, if any doubt, should seek advice from an investment advisor.
The information contained in this document is based on materials and sources that are believed to be reliable; however, they have not
been independently verified and are not guaranteed as being accurate. This document is not intended to be a complete statement or
summary of any securities, markets, reports or developments referred to herein. No representation or warranty, either express or
implied, is made or accepted by Hybridan LLP, its members, directors, officers, employees, agents or associated undertakings in relation
to the accuracy, completeness or reliability of the information in this document nor should it be relied upon as such.
Any and all opinions expressed are current opinions as of the date appearing on this document only. Any and all opinions expressed are
subject to change without notice and Hybridan LLP is under no obligation to update the information contained herein. To the fullest
extent permitted by law, none of Hybridan LLP, its members, directors, officers, employees, agents or associated undertakings shall
have any liability whatsoever for any direct or indirect or consequential loss or damage (including lost profits) arising in any way from
use of all or any part of the information in this document.
This document should not be relied upon as being an independent or impartial view of the subject matter and, for the avoidance of
doubt, does not constitute “independent investment research” for the purposes of the Financial Conduct Authority rules. The individuals
who prepared this document may be involved in providing other financial services to the company or companies referenced in this
document or to other companies who might be said to be competitors of the company or companies referenced in this document. As a
result both Hybridan LLP and the individual members, directors, officers and/or employees who prepared this document may have
responsibilities that conflict with the interests of the persons who receive this document. Hybridan LLP and/or connected persons may,
from time to time, have positions in, make a market in and/or effect transactions in any investment or related investment mentioned
herein and may provide financial services to the issuers of such investments.
In the UK, this document is directed at and is for distribution only to persons who (i) fall within Article 19(5) (persons who have
professional experience in matters relating to investments) or Article 49(2) (a) to (d) (high net worth companies, unincorporated
associations, etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or (ii) are Professional
Clients or Eligible Counterparties (as those terms are defined in the rules of the Financial Conduct Authority) of Hybridan LLP (all such
persons referred to in (i) and (ii) together being referred to as “relevant persons”). This document must not be acted on or relied up on
by persons who are not relevant persons. For the purposes of clarity, this document is not intended for and should not be relied upon
by persons who would be classified as Retail Clients (as defined by the rules of the Financial Conduct Authority).
Neither this document nor any copy of part thereof may be distributed in any other jurisdictions where its distribution may be restricted
by law and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions.
Distribution of this report in any such other jurisdictions may constitute a violation of UK or US securities law, or the law of any such
other jurisdictions.
Hybridan LLP and/or its associated undertakings may from time-to-time provide investment advice or other services to, or solicit such
business from, any of the companies referred to in this document. Accordingly, information may be available to Hybridan LLP that is not
reflected in this material and Hybridan LLP may have acted upon or used the information prior to or immediately following its
publication. In addition, Hybridan LLP, the members, directors, officers and/or employees thereof and/or any connected persons may
have an interest in the securities, warrants, futures, options, derivatives or other financial instrument of any of the companies referred
to in this document and may from time-to-time add or dispose of such interests.
Neither the whole nor any part of this document may be duplicated in any form or by any means. Neither should this document, or any
part thereof, be redistributed or disclosed to anyone without the prior consent of Hybridan LLP.
Hybridan LLP is a limited liability partnership registered in England and Wales, registered number OC325178, and is authorised and
regulated by the Financial Conduct Authority and is a member of the London Stock Exchange. Any reference to a partner in relation to
Hybridan LLP is to a member of Hybridan LLP or an employee with equivalent standing and qualifications. A list of the members of
Hybridan LLP is available for inspection at the registered office, 2 Jardine House, The Harrovian Business Village, Bessborough Road,
Harrow, Middlesex HA1 3EX.

6

