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Pebble Beach Systems* 

Post-COVID recovery in sight  
After a COVID-blighted year which nevertheless delivered robust performance, 

profitability and positive free cashflow without furloughs or redundancies, 1Q21 

orders are up to £4.0m, +86% compared with (pre-COVID) 1Q20, and equal to orders 

in both 1H20 and 2H20 (both £3.9m). Slow customer decision-making impacted 

orders and revenue in 2020, but subsequent customer behaviour indicates a 

lockdown-driven realisation of the need for digital transformation. With the loan 

agreement extended to November 2022, and confidence derived from revitalisation 

of the order book, we introduce forecasts for FY21 & FY22, alongside a target price 

of 20p, which leaves both significant upside and upgrade potential. 

 Pebble has delivered adj. EBITDA of £2.7m (FY19: £3.8m) from revenue of £8.4m 

(£11.2m), with free cash flow of £0.7m (£1.0m). Sales & marketing and admin costs 

reduced, while income statement R&D was maintained, and capitalised R&D increased; 

even so, net debt reduced from £8.4m to £7.7m. No government furlough facilities were 

taken on, nor government loan support, although a close relationship with the group’s 

bank enabled a payment holiday in June 2020. The current £8.5m loan agreement (fully 

drawn) has been extended to November 2022. Trading highlights: Long-term 

prospects remain undimmed despite a year of paralysed customer decision-making. 

Linear broadcast channels face the challenges of balancing increased content costs, 

new entrants, and competing digital platforms, meriting digital workflow alongside all of 

the benefits of Pebble Beach’s existing product set enabling broadcast automation. 

Accordingly, Pebble’s ‘Oceans’ platform was released in FY20 to combine the 

functionality accordingly, and the group is optimistic about opportunities, as the 86% 

growth in order book shows in 1Q21, even after total orders fell to £7.8m in FY20 from 

£10.3m in FY19. As the ability to change, enabled by the Pebble suite of products, 

matches the need for change, we expect the FY order book to recover dramatically.  

 Forecasts and outlook: We reinstate forecasts assuming 15% revenue growth in 

FY21 and FY22 on the basis of the restored +86% energy in orders in 1Q21, especially 

when compared with the predominantly pre-lockdown nature of 1Q20.  With EBITDA 

margins assumed maintained at 29% and 30% in FY21 and FY22 (FY19: 34%; FY20: 

32%) we allow for investment in growing sales and marketing spend, at the same time 

as showing increased R&D in Oceans and its further cloud native modules. Net debt 

falls to £5.2m or 1.6x EBITDA by FY22, a significant achievement from £9.4m or 3.8x 

EBITDA in FY18. At 20p, still only 9x FY22 EV/EBITDA and a healthy 5.4% FCF yield, 

proof of execution – after successful debt reduction – should really get this stock going.  
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Finals in context 
  

Figure 1:   Finals in context  
    1H19 2H19 1H20 2H20 FY19 FY20 1H20 

growth 

2H20 

growth 

FY20 

growth 

Revenue £m 5.6 5.6 4.5 3.9 11.2 8.4 -20% -30% -25% 

Gross profit  £m 4.2 4.1 3.4 3.1 8.3 6.4 -20% -25% -22% 

Gross margin % 75% 72% 75% 78% 74% 77% -23 bps 598 bps 277 bps 

Adjusted opex £m -2.2 -2.2 -1.8 -1.9 -4.5 -3.8 -17% -15% -16% 

Adj EBITDA £m 2.0 1.8 1.5 1.1 3.8 2.7 -23% -37% -30% 

EBITDA margin % 35% 32% 34% 29% 34% 32% -134 bps -307 bps -204 bps 

Adj PBT £m 1.2 1.1 0.8 0.5 2.3 1.2 -34% -60% -46% 

Adj PBT margin % 22% 20% 18% 12% 21% 15% -373 bps -833 bps -581 bps 

Movement in working cap £m -0.9 -0.4 0.0 -0.2 -1.3 -0.2 n.m n.m n.m 

Net capex £m -0.5 -0.6 -0.7 -0.7 -1.0 -1.4 43% 28% 35% 

FCF £m 0.4 0.6 0.7 -0.1 1.0 0.7 95% -110% -31% 

Net cash /(debt) £m -9.0 -8.4 -7.8 -7.7 -8.4 -7.7 -14% -8% -8% 
   
Source: finnCap 

Results are in line with the robust trading update in February, delivering £2.7m EBITDA vs 

£2.6m estimated as guidance at the time.  

 

Pebble Beach has delivered robust results despite a challenging year including at least 9 

months of the full effect of COVID on customer decision-making and appetite for change.  

To the group’s benefit, the effect of COVID on longer-term customer activity is expected to 

include acknowledgement that digital transformation is vital, and urgent, accelerating 

customer strategic roadmaps. 

 

£4m of orders were closed in 1Q21, +86% compared with £2.2m in 1Q20, and of which 

£1.5m had been pushed back from 2H20 – without which orders were still ahead of the 

previous pre-COVID 1Q20. Notably, orders for 1Q21 exceeded orders in 1H20 and 2H20, 

which were constant at £3.9m. 

 

Figure 2:    Orders and revenue 

  

Source: finnCap 

 

Figure 2 above shows the response to order flow, in revenue. We believe our assumptions 

of 15% revenue growth in FY21 (and FY22) are reasonable, and relatively cautious, and 

we await details of the company’s experience in continuing order book development to 

ascertain whether this represents a one-off easing of a log jam, or a permanent new level 

of orders.  

 

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

1H18 2H18 1H19 2H19 1H20 2H20

Revenue Order intake



Pebble Beach Systems 28 April 2021 

Post-COVID recovery in sight  

 

4 
 

Margins, opex and capacity for growth 

Trade shows are traditionally a key lead generator, and the largest shows in 2020 (like 

NAB in Las Vegas in April, and IBC in Amsterdam in September) were cancelled – saving 

marketing costs in the year. Where virtual exhibits offered a short-term substitute, in FY21 

IBC will be hybrid of physical and virtual, and NAB is clustering beside it in October, 

reducing its impact although still having a territorially distinct focus. A function of both the 

catalyst and consequence of the return to growth will be an expansion in sales, marketing 

and travel costs, which will only reach full capacity in 2022. 

 

The table of results in context all the way back in figure 1 above shows the reduction in 

adjusted opex (pre D&A, SBP and exceptionals) in the period, down from £4.5m in FY19 

to £3.8m in FY20. We expect c£0.5m of the reduction related to saved marketing costs in 

FY20. 

 

The group continued to operate at full efficiency, making no furloughs or redundancies 

during the period. Early risk mitigation from internal assessments in March enabled the 

group to swiftly transition to home working, with 95% of staff working remotely (the 

exception being the CEO and a few admin staff spread across the two offices to man the 

ship) and continue to deliver both new and existing projects. Where the installation team 

would previously travel to customers sites for training and implementation, this 

successfully transitioned to remote installation, which the group expects to practise going 

forward where possible.  

 

Staff numbers have continued to expand in the period, particularly in technology. Capacity 

for growth persist, with cost savings delivered from reduced travel and marketing spend, 

rather than staffing or property. A new VP sales LatAm was appointed September 2020, 

with each team expanding to some extent.  

 

Figure 3:   Staff numbers (average monthly) 

  

Source: finnCap 

 With new hires planned during the period, some of the assumed increase in opex will 

remain dependent on sourcing staff with appropriate capabilities, although ironically 

remote working means Weybridge is now not so remote to potential hires.   

 Staff hired for part year will have a full-year effect in FY22, therefore we continue to see 

adjusted opex and capitalised R&D costs increase FY21 to FY22.  

 Adjusted opex fell to £3.8m in FY20 from £4.5m in FY19, and is expected to expand 

to £5.2m in FY22.  

 Capitalised R&D grew from £1.0m in FY19 to £1.3m in FY20 and is expected to 

continue to expand to £1.7m in FY22.  
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Figure 4:   Preserving margins: revenue outperformance will deliver benefit 

  

Source: finnCap 

 

Forecasts are targeted to consistent gross margins with historical performance, (FY19: 

74%; FY20: 77%) at 77% with chance for improvement given the higher expected levels of 

software sales in the mix (although no breakdown between software licences, 

SLAs/maintenance, and implementation is available – nevertheless, hardware sales as a 

proportion of total revenue are expected to reduce). An unusually high level of revenue 

derived from SLAs in FY20 (close to half of group revenue ie c£4.2m), which remains the 

bedrock of revenue visibility, while highest margins are derived from software licence 

sales. 

 

Cost management is also expected to maintain EBITDA margin close to historical levels, 

at 29% rising to 30% in FY22.  

 

Figure 5:   Getting back to a normal year: from FY19 to FY22  
  FY19 FY20 FY21E FY21 

growth 

FY22E FY22 

growth 

Revenue 11.2 8.4 9.7 15% 11.1 15% 

Gross margin 74% 77% 77% 40 bps 77% 0 bps 

Adjusted opex -4.5 -3.8 -4.7 24% -5.2 11% 

Adj EBITDA 3.8 2.7 2.8 3% 3.3 21% 

Adj EBIT 2.7 1.6 1.7 4% 2.0 20% 

Adj PBT 2.3 1.2 1.4 10% 1.7 24% 

Diluted adjusted EPS 1.7 0.9 1.0 2% 1.2 24% 

Movement in working cap -1.3 -0.2 0.4 0% 0.1 0% 

Net capex -1.0 -1.4 -1.7 21% -1.8 6% 

FCF 1.0 0.7 1.2 80% 1.4 16% 

Net cash /(debt) -8.4 -7.7 -6.5 -15% -5.2 -21% 
   
Source: finnCap 

 

Free cash flow is expected to improve consistently to £1.4m by FY22, reducing net debt to 

£5.2m, or 1.6x EBITDA, by FY22.    

 

The group extended the loan facility with Santander to November 2022, after a payment 

holiday in June 2020, and a reduced level of repayment in December 2020. £1.0m of the 

RCF was repaid in the year, and the model includes repayments of £1.0m in FY21, rising 

to £1.8m in FY22, reducing gross debt to £5.75m by the time of the next refinancing 

horizon.  
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Figure 6: All about Pebble Beach Systems - reminder   
Core activity   Pebble Beach Systems delivers playout automation software, channel-in-a-box and content management 

solutions for TV broadcasters and channel operators worldwide. Its portfolio of proprietary cloud-based 

solutions is central to the playout of uninterrupted broadcast, for both live and pre-recorded content, and 

enables broadcasters to transition from traditional hardware-heavy infrastructure to powerful IP-based 

systems, delivering scalable playout automation for multi-channel transmission across legacy, hybrid or IP-

native systems.  

The portfolio  Oceans: released in 2020, Oceans both complements the existing product set and includes Oceans' native 

development to expand capabilities in the cloud and offer all IP workflows: Oceans enables broadcasters to 

deploy, manage, host and upgrade their broadcast workflows and services from a single UI.   

 Marina - enterprise level playout automation - automates the playout process for systems from 1 to over 100 

channels within a centralised system; from content ingest, to preparation and content management (e.g. 

advert scheduling, regionalisation) and final transmission. It is also available as an entry level solution, Marina 

Lite, operating up to 6 channels.  

  Dolphin - the integrated channel system - operating under Marina, delivers highly automated integrated 

audio, video and graphics for multi-channel playout, and enables users to design the virtual output chain for 

each channel, to specify the order in which playout functions are managed within the system. 

  Orca - software-only implementation - delivers IP-based channels in a totally virtualised environment, hosted 

in either a private or public (AWS) cloud, enabling users to run IP-based channels almost immediately without 

the need for specialised hardware and associated set-up times. 

  Stingray - the Channel-in-a-Box - is the combined Marina and Dolphin solution, delivering the technology 

required for full HD ingest and playout to set up as many as 6 channels within a single 'box' solution. 

  Lighthouse - remote control - offers remote access and control of multiple Marina systems (and any Dolphin 

or Orca systems sitting beneath Marina) by business users and operational staff both inside and outside of the 

broadcast facility, enabling control and management of broadcast playout via web-based dashboards.   

Customer 
profile 

 PEB serves c.150 customers across 47 countries, spanning from the large global playout centres to single 

channel TV centres. The  target  client  base  are  mid-market  broadcasters/TV  operators,  who  host  

multiple channels with distinct requirements - for example, a news channel which broadcasts  live content, and 

a film channel which transmits pre-defined video files. 

Sales drivers  There are three catalysts for the purchase of, transition to, or replacement of IP-playout services: relocation, 

when broadcasters relocate offices and upgrade its playout system in the process; M&A, where companies 

acquired by another are likely to transition to the same playout system; and end of life, when broadcast 

hardware reaches end of life after an average of five years. COVID has underlined the benefits of 

transformation to IP playout / cloud and digital workflow.  

Revenue 
model 

 Solutions are sold as a one-off licence, with annual Service Level Agreements (SLAs) including   customer 

support and software upgrades. The SLA is recognised once installation is complete on a monthly basis for 

the duration of the SLA contract.   

  Approximately 20% of sales relates to hardware resales, from  a  small  number  of  carefully  selected  

vendors,  including  Dell, modelled  at  gross  margin of  c.20%. 

Competitive 
position  

 Where competing vendors offer a ‘one-stop-shop’ for broadcast playout systems (e.g. Grass Valley and Imagine 

Communications), PEB is among the small proportion of independent best-of-breed vendors in the market. 

  As such, whilst it competes with these vendors in terms of playout automation systems, its solutions are 

frequently deployed in parallel with its competitors’.  

Realigned 
strategy  

 2018 marked a “turnaround” year (following the sale of the Vislink hardware business in 2017), with a new 

management team and realignment of strategy. PEB  refocused  its strategy to align with the evolution of  the  

broader  market - the  growing  threat  posed  by  OTT  media  providers  and  the pressures  these  place  on  

traditional  broadcasters. 

  A meticulous focus on cost control has delivered long-term margin improvements, whilst committed R&D 

investment (specifically to enhance existing product functionality and to explore future product opportunities) 

enables PEB to maintain its leading tech stack and invest for future growth.  

Industry 
drivers 

 The industry shift to IP-based solutions is gaining momentum, with broadcasters and advertisers identifying the 

underlying transition to cloud-based playout systems. As a long-standing member of the playout automation 

market, Pebble Beach Systems has earned industry-wide recognition as a best-of-breed vendor, and we believe 

the company is well placed to benefit from the growing appetite for IP infrastructure within the market. 
   
Source: finnCap 
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Reference tables 

Figure 7:   
    Valuation @ current 9p Valuation @ target 20p 

   FY21E FY22E FY21E FY22E 

Fully dil.mkt cap £m 11.4 11.4 25.4 25.4 

Net cash/(debt) £m (6.6) (5.2) (6.6) (5.2) 

Cash/(debt) per share GBp (5.2) (4.1) (5.2) (4.1) 

Net debt/ EBITDA  2.4 1.6 2.4 1.6 

Rolling EV £m 18.0 16.6 31.9 30.6 

EV/Sales x 1.9 1.5 3.3 2.75 

EV/EBITDA x 6.5 5.0 11.6 9.1 

EV/Adj EBIT x 10.7 8.3 19.0 15.2 

P/E x 9.4 7.6 20.9 16.9 

Equity FCF yield (mkt cap) % 10.3% 12.0% 4.6% 5.4% 

Equity FCF yield (EV) % 6.5% 8.2% 3.7% 4.5% 
   
Source: finnCap 

 

Figure 8: Shareholders >3% 
 

Holder % 

Kestrel Partners 29.8 

Mr Bob Morton 7.9 

Hargreaves Lansdown 6.7 

Interactive Investor  5.7 
  
 

Source: finnCap 

 

Figure 9: The Board 
 

Position Directors Date appointed 

Non-Executive Chairman John Varney 2011 

Chief Executive Officer Peter Mayhead 2018 

Chief Financial Officer David Dewhurst  2020 

Senior Independent Non-Executive Director  Graham Pitman  2018 

Non-Executive Director  Richard Logan 2020 
  
 

Source: finnCap 

 

Figure 10: Need to know table  
HQ Weybridge (UK) 

Offices  Weybridge (UK), Newark (USA) 

Staff 75 

Revenue Licence and maintenance ("SLAs") 

Number of customers 150+ 

Founded 2000 

IPO 20 Jan 2014 

Last funding activity 11 Feb 2005: £4.64m at 23p 

Last M&A 20 Oct 2016: Disposal of Vislink Communication Systems  
   
Source: finnCap 
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* finnCap is contractually engaged and paid by the issuer to produce this material on an ongoing 

basis and it is made available at the same time to any person wishing to receive it.  

 

A marketing communication under FCA Rules, this document has not been prepared in 

accordance with legal requirements designed to promote the independence of investment 

research and is not subject to any prohibition on dealing ahead of the dissemination of 

investment research. 
 

This research cannot be classified as objective under finnCap Ltd research policy. Visit 

www.finncap.com 

 

The recommendation system used for this research is as follows. We expect the indicated target 

price to be achieved within 12 months of the date of this publication. A ‘Hold’ indicates expected 

share price performance of +/-10%, a ‘Buy’ indicates an expected increase in share price of more 

than 10% and a ‘Sell’ indicates an expected decrease in share price of more than 10%.  
 

Approved and issued by finnCap Ltd for publication only to UK persons who are authorised persons 

under the Financial Services and Markets Act 2000 and to Professional customers. Retail customers 

who receive this document should ignore it. finnCap Ltd uses reasonable efforts to obtain 

information from sources which it believes to be reliable, but it makes no representation that the 

information or opinions contained in this document are accurate, reliable or complete. Such 

information and opinions are provided for the information of finnCap Ltd's clients only and are 

subject to change without notice. finnCap Ltd’s salespeople, traders and other representatives may 

provide oral or written market commentary or trading strategies to our clients that reflect opinions 

contrary to or inconsistent with the opinions expressed herein. This document should not be copied 

or otherwise reproduced. finnCap Ltd and any company or individual connected with it may have a 

position or holding in any investment mentioned in this document or a related investment. finnCap 

Ltd may have been a manager of a public offering of securities of this company within the last 12 

months, or have received compensation for investment banking services from this company within 

the past 12 months, or expect to receive or may intend to seek compensation for investment 

banking services from this company within the next three months. Nothing in this document should 

be construed as an offer or solicitation to acquire or dispose of any investment or to engage in any 

other transaction. finnCap Ltd is authorised and regulated by the Financial Conduct Authority, 

London E14 5HS, and is a member of the London Stock Exchange. 
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