
 29 April 2015 

 

www.progressive-research.com   
This marketing communication has not been prepared in accordance with requirements designed to promote the 
independence of investment research. Please refer to important disclosures at the end of the document. 

 

 
 

EUSP.L 

15p 

Market Cap: £9.4m 

 

SHARE PRICE (p) 
 

 

12m high/low 44.5p/12.5p  

Source: LSE Data 

 

KEY INFORMATION 

Enterprise value £8.3m 

Index/market FTSE AIM Allshare 

Next news Interims, Sept 2015 

Gearing n/a 

Interest cover n/a 

 

EU SUPPLY IS A RESEARCH CLIENT OF 
PROGRESSIVE 

 

Regulatory tailwinds beginning to build 

EU Supply offers a software platform for e-sourcing, e-tendering and 
contract management, aimed at the European public sector 
procurement market.  Its first twelve months post-IPO have been 
hampered by delays at specific customers, and by lack of market 
adoption, as regulatory change has been slow to turn into 
procurement action.  However, revenues grew by 41% in FY2014 and 
we believe that a number of these short-term headwinds are abating, 
with structural regulatory tailwinds potentially now taking hold.   

 EU Supply’s e-tendering management system improves 
procurement tendering, making it more transparent and efficient, 
and allowing significant cost savings 

 The offering is targeted at public bodies. EU directives (agreed in 
2014) require public bodies to use e-tendering by 2018 at the 
latest for contracts over certain thresholds – the deadline is 
approaching 

 Public body procurement in the EU is a huge market, offering 
potential for a significant emergent market in the provision of e-
tendering management systems 

 EU Supply has enjoyed good revenue growth, with a solid 
presence in the market, and the majority of its revenue is 
recurring in nature.  The offering is a hosted but flexible platform 
with a single underlying code base, which can be leveraged at 
modest cost to drive attractive margins as the business scales 

EU Supply has limited resources to see it through to profitability, with cash 
below our forecast loss for FY15.  Management are confident that, with a 
combination of revenue opportunities, working capital changes, cash tax 
credits and other factors, cash breakeven on a monthly basis can be 
reached by the end of 2015, although in the meantime the business may 
be sacrificing short-term growth in order to keep costs low.  The group 
hopes to be trading profitably through end-2015 and into 2016, and our 
forecasts hopefully represent a cautious estimate of such a transition. 

Given recent pressures, the share price is currently on an 
EV/EBITDA multiple of approx. 9.1x our 2017 forecasts (the first year 
for which profitability is forecast), equating to c.2.4x 2015 revenues. 
The shares offer exposure to a potentially large market as it is being 
opened up, and as regulatory tailwinds drive customers to adopt e-
tendering. We strongly suggest that interested investors arrange to 
meet with management and learn more about EU Supply and the 
attractive market within which it operates.  
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FYE DECEMBER FY13A FY14A FY15E FY16E FY17E 

Revenue 1.8 2.5 3.4 4.9 6.0 

Adj EBITDA -2.4 -2.0 -1.3 0.1 0.9 

Adj PBT -2.8 -2.1 -1.4 0.0 0.8 

Adj EPS (p) -4.9 -2.7 -2.0 0.1 1.3 

EV/Revenue 4.6x 3.3x 2.4x 1.7x 1.4x 

EV/EBITDA n.a. n.a. n.a 91.0x 9.1x 

P/E n.a. n.a. n.a. 136.1x 11.7x 

Source: Company Information and Progressive Equity Research estimates 
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Executive Summary and Investment Thesis 

EU procurement is a vast market 

This document begins with a snapshot of the European procurement market, with a focus 
on the public sector.  The scale of the EU “machine” is vast – some 250,000 different 
organisations across the union, spending in total hundreds of billions of euros.  Even a 
very modest improvement in the efficiency or effectiveness of this apparatus is a worthy 
goal, and would justify significant expenditure in its achievement.  

Competitors from small to large, but EU Supply is well differentiated 

This prize has attracted a number of technology industry players, with IBM and SAP 
particularly active, as well as groups of smaller country-specific operators.  The market for 
e-tender management (eTM) is estimated by EU Supply to be some €75m per annum and 
growing fast. 

EU Supply differentiates itself in a number of ways.  It offers a highly flexible and 
configurable online-hosted platform, allowing customers in multiple geographies and 
languages to use the system, while only requiring the maintenance of a single set of 
source code.  The group is, in our opinion, small enough to act in a more nimble and 
adaptive manner than its larger competitors.  Being multi-national and “pan-European” in 
outlook (or at least aspiration) the group is, however, also able to invest more heavily and 
provide richer functionality than its smaller local competitors which often focus on just one 
geography or market. 

EU Supply’s platform and positioning 

We then discuss the current offering from EU Supply, and the scale that the group has 
already attained within the marketplace.  The technology underpinning is a Software-as-a-
Service (SaaS)-delivered platform, normally hosted by EU Supply but available for local 
hosting at the customer site if required.  The code base is a single configurable platform, 
which allows for easy maintenance and low-cost support and development, and the system 
is highly configurable for different customer needs, ranging from language and operational 
metrics through to more complex aspects of workflow and methodology.  

The group has been established over a number of years, and has strong relationships with 
the public sector procurement bodies in a number of key geographies, most notably the UK 
and Scandinavia, as well as major presences in Lithuania, Ireland and Holland.  EU Supply 
has a strong customer base, running to some 95 in total, with the majority of total revenues 
being recurring in nature (as opposed to implementation or setup fees).  

Financial forecasts, risks and challenges 

We present our financial forecasts for the group, which indicate ongoing revenue growth 
over the forecast period.  We expect the outcome to remain loss-making in FY15, moving 
to more of a breakeven position in FY16, and finally delivering a “tech company” style 
margin in FY17.  On the basis of this first “normal” year, the stock currently trades on a 
2017 EV/EBITDA multiple of c.9.1x.   

Clearly the group faces risks and challenges, and we present a summary of what we 
consider these to be, together with management’s comments and attempts to mitigate or 
manage the relevant risks. 
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Investment thesis 

EU Supply offers UK investors an unusual niche opportunity, to invest in an early adopter, 
and arguably pioneer in a potentially vast market for eTM and related software. 

We describe below the six key aspects we consider relevant to the investment thesis.  The 
group has other positive aspects which we also cover in the body of this note, but in our 
view the most salient are shown in the list below: 

1. EU Supply is a significant player in the market for e-Tender Management (eTM) 
which is currently at the very early stages of development.  The e-tendering 
regulations were only enacted in early 2014, and do not take full effect until 
2018, by which time all member states must have enacted legislation. 
   

2. Many organisations that will come under the auspices of the legislation have not 
yet procured systems that will be needed within the next two or three years to 
allow them to be compliant with relevant laws.  These organisations are public 
bodies and, although perhaps slow to act, they will not, in our view, remain non-
compliant. This bodes very well for the long-term growth of the eTM 
marketplace. 
 

3. The group has a relatively fixed cost base, mainly comprising teams of 
developers, support and salespeople.  This cost base should be easily 
contained in terms of development and support expenditure, since the platform 
has a single block of source code, and all customers are hosted on this platform 
(or different instances thereof).  Once annual revenues exceed this cost base, 
the group should be able to generate extremely high operating margins. 
 

4. The group can build multiple revenue streams (multiple types of customer, and 
multiple geographies) without cost duplication or expansion.  The sales cost 
must be replicated in each geography (or local sales partners found), but the 
group will benefit from lower implementation and support costs than others; it 
will therefore be able to price competitively and still earn super-normal margins 
on its revenues across a range of geographies and markets. 
 

5. In addition to organic expansion, EU Supply should be able to augment its 
growth through acquisitions – acquired businesses could migrate customers 
onto the EU Supply platform (in a managed and controlled manner), thereby 
saving technology costs but offering customers the benefit of a highly capable 
and flexible platform  
 

6. The group is currently not well known amongst UK (or other) investors.  The 
company’s management have been busy since the IPO managing and growing 
the business, and dealing with a number of customer rollout plans.  
Nevertheless, the group is now on more of a “front foot”, with customer rollouts 
now taking place more reliably, and the management team is targeting greater 
exposure to the investor community.  This is both a positive signal of the 
group’s confidence, and a good opportunity for early believers to benefit as the 
headwinds turn to tailwinds. 
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Market backdrop – scale of opportunity 

EU Public Sector Tendering 

Tendering and procurement by government and public bodies is a vast activity. Much of 
this purchasing is carried out from local organisations. Each year, more than 250,000 
public bodies in the EU are estimated to spend hundreds of billions of euros, or around 
18% of GDP, on purchasing services, works or supplies. 

With the need for cost constraint within the public sector, public authorities are seeking 
ways to reduce costs, improve transparency and efficiency of procurement processes and 
more effectively analyse spending. 

e-Tendering 

Electronic tendering (or e-tendering) is a process in which procurement administration is 
managed through a dedicated software system or online platform.  E-tendering 
management (eTM) systems brings a number of potential advantages: 

 direct cost reduction through participation of more bidders, including cross border 
bidders  

 more robust and transparent tender processes, with lower risk of mistakes or 
suboptimal procurement choices  

 increased efficiency of procurement programmes through more streamlined processes 
run at lower cost  

EU Legislation 

EU rules have long required procurements within certain criteria to be formally advertised 
and published, with a view to notifying potentially interested suppliers of the availability of 
tender opportunities.  More recently, in January 2014, EU directives were ratified, to be 
implemented with mandatory provisions to be effective by 2018 at the latest.  This requires 
public bodies or authorities that are governed by public law to ensure that notifications for 
tenders (above certain thresholds) and tender documents are made available online and 
that tender responses are managed electronically.  

eTM market (public and private sector opportunities) 

It is to be expected that demand for eTM systems in the EU public sector will grow as 
many procurement bodies move to comply with these regulations and generally seek more 
efficient and effective processes.  

EU Supply forecasts that the European public sector market for e-tendering solution 
licences and support could grow from €75 million in 2014 to €350 million in 2017, with the 
market for supplier alert services potentially the same size by 2017. In addition to licences 
and support, EU Supply estimates that the value of associated implementation services 
(training, configuration, paid-for enhancements and integrations) could add approximately 
€100 million per annum by 2017.  

eTM systems can also be attractive in the private sector, potentially bring cost savings and 
better selection of outsourcing partners. EU Supply estimates that the private sector 
markets will be at least as large as the public sector by 2017. 

European e-tendering management software 

We believe that the European e-tendering software market has potential for material 
growth in coming years, driven partly by regulation, and partly by organisations simply 
attempting improve their work processes or contain costs.  
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Competitors – and competitive advantage 

The diagram below highlights the various industry segments and a number of the relevant 
players: 

Tender and Contract Management Landscape 

 

Source: EU Supply 

Industry participants 

The eTM systems market is fragmented, with an average of between five and eight 
different competitors in each of the largest EU member states. Industry players include 
tech giants such as SAP Ariba and IBM Emptoris, EU-based players such as EU Supply, 
Bravo and European Dynamics, country operators such as Due North, BiP and In-tend, 
plus smaller or local providers.  
 
SAP and IBM have both entered the procurement software market through acquisitions – 
SAP’s Ariba and IBM’s Emptoris are, we understand, relatively focussed on the private 
sector, although with a degree of exposure to public procurement, and given the scale of 
these organisations, this is still in each case a significant business.  Both, in our view, 
may suffer from the large tech players’ traditional problems of “heavy” implementations 
which could limit their appeal in many smaller settings where a more dynamic and flexible 
approach is required.   
 
So far as we can gather, European Dynamics appears focussed on larger (national) 
contracts, although it may have a relatively high degree of bespoke development work for 
each deployment.  Other smaller competitors are generally more local in market 
presence: Bravo has early-mover advantage and a UK focus, with Visma and Mercell (not 
shown above) both active in the Scandinavian region.  
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Competitive factors 
 
EU Supply expects customers to seek more advanced functionality and stricter 
information security as they become more sophisticated in their requirements and as 
government bodies establish minimum standards and security accreditations. As outlined 
below, EU Supply believes that its software has attractive features that allow it to 
compete. 
 
EU Supply’s Platform 

EU Supply’s software offers an integrated, seamless end-to-end process for tender 
management. It is available in a modular design and with a hierarchical structure. Over 
250,000 tenders have been managed on the platform since 1999 and there are over 
350,000 supplier organisations currently registered.  The software handles more than 
50,000 tenders per year (2013 data), most of which it hosts on its service platform that 
allows customers to manage tenders end-to-end, from specification to award. More than 
4,500 tenders are typically open at any one time on the platform. 

The platform is multi-geography and multi-language. It is available in 16 different 
languages and is used by over 7,000 European public sector bodies in 9 EU/EEC Member 
States and has National Procurement System status in four Member States (the UK, 
Ireland, Norway and Lithuania). Some contracts are for individual public sector bodies, and 
some cover a number of such bodies. 
 
EU Supply believes that its software can be readily used by both large and smaller 
customers – with the largest to date being Doffin in Norway, the implementations in Ireland 
and Lithuania, Sellafield and Trafikverket in Sweden – all of which demonstrate the wide 
applicability and scalability of the EU platform.   
 
With over US$30 million invested in developing the platform over many years, EU Supply 
believes that it is one of the easiest to use and functionally advanced solutions available in 
the market. The platform has been designed to be configurable online and can be 
readily adapted to individual countries’ regulations or practices, or a customer’s 
specific needs, delivering a bespoke solution for each customer without additional 
programming.  

 

EU Supply has also started to market a “lite” base level configuration of its platform in 
selected markets, to cater for customers that seek an easy and lower-cost entry level 
solution.  

 
The group is one of the few suppliers to have built a more advanced platform that has the 
flexibility to operate in all European markets without the need to develop and maintain 
multiple versions of the software. As a provider in multi-national markets with a single 
version of its software, EU Supply should be able to benefit from scale and efficiency in 
comparison to more local providers. 
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The EU Supply Model 

The platform is usually provided fully hosted by EU Supply under a “Software as a Service” 
or “SaaS” contract model, with users only requiring browser and internet connection for 
use. EU Supply developed and maintains one version of the platform, and allows multiple 
customers to use it with logical separation between each customer.  

In terms of the functionality provided, the screenshot below gives an insight into the types 
of elements customers require, and “real-life” aspects which are incorporated into the 
system: 

Workflow process and platform functionality 

 

Source: EU Supply 

As described elsewhere, the key is delivering a platform which is sufficiently standardised 
that it requires only a single code base (for ease of maintenance) but sufficiently flexible 
that it caters for as many client requirements as possible.   
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The market should be amenable to this multi-tenanted SaaS delivery of platform, given a 
degree of similarity of requirements across the public sector procurement market, and that 
updates or changes will likely need to be rolled out widely.  This model for delivering the 
software is more flexible and less costly for the provider than it would be to install a version 
of the software at each customer’s site or host one version of the software for each 
customer. The software is also available for hosting on the customers’ in house or 
outsourced facility if required.  A SaaS model allows the business to service large numbers 
of customers from limited hardware installations.  This provides a leveraged operating 
model, with capacity for extremely good margins once the (relatively fixed) costs are 
exceeded by revenue. 

Recurring revenues 

EU Supply usually enters into annual or multi-year contracts for the provision and support 
of its software, earning a generally fixed recurring revenue over the period of the contract.  

This services includes an implementation programme, training and technical and 
operational support. There may also be paid-for integrations and enhancements for 
specific customers. 

The continuing nature of the revenues aids visibility. Typically contracts run for 1-3 years 
with an option to extend thereafter. EU Supply usually envisages contracts to be extended 
or new terms agreed. During 2014, the group successfully extended or renewed all longer 
term contracts that were due to expire during the course of the year. 
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EU Supply today 

Customers 

While its customers include both private and public organisations, EU Supply is focused on 
the European public sector market. The group is active in public sector procurement in the 
UK, Ireland, Denmark, Norway, The Netherlands, Sweden, France, Lithuania and Spain.   

There is a spread of customers, with the largest customer accounting for revenues of 
£291k in the year to December 2014. There are currently some 95 active customers (not 
including customers purchasing a single frame agreement in UK or “lite” or business alert 
customers). Customer contacts are typically £20k-£40k per annum, with a handful of larger 
contracts each providing in excess of £150k annually. 

Sales 

During 2014 a sales team was recruited in UK, Denmark and Sweden, contributing to 
revenue growth in 2014 and to the pipeline of opportunities for 2015.Telesales staff have 
been recruited in early 2015 to help with the business alert service and other opportunities.  
EU Supply uses sales and distribution partners in some countries, such as The 
Netherlands, France and UK. 
 
Offices and Employees 
 
EU Supply now has c.50 employees, mostly in Sweden, with a small number in each of 
Estonia, UK, Denmark and Norway. IT development and support staff are based in 
Sweden and also in Tallinn, Estonia, with smaller (sales-focussed) operations in other 
countries.   

Developments in 2014 

During 2014, EU Supply: 

 extended or renewed all longer term contracts that were due to expire, including 
some larger contracts, e.g.: for Trafikverket (national rail and road of Sweden)  

 successfully delivered Doffin in Norway in the first half of 2014, larger 
enhancement and upgrade projects as well as a three year support agreement 
with the Lithuanian Public Procurement Office, and a large number of smaller 
delivery projects 

 won a number of small and mid-sized orders from new customers  

The new customers recently won include Blue Light  (framework agreement solution used 
by UK police and fire dept regions) in the UK, four of the five regions in Denmark, Statens 
Vegvesen in Norway, Coor Service Management AB in the Nordics, ISOS Housing Limited 
and Genesis Housing Association Limited in the UK, Agder Energi AS and Arcus Gruppen 
AS in Norway.  

Looking forward, EU Supply sees an element of its growth coming from revenue share 
agreements already entered into, such as the wider geographic implementation of EU 
Supply’s platform in the Norwegian Refugee Council and the implementation of framework 
agreements in the Danish housing sector.  
 
EU Supply has recently started to provide a pre-paid business alert service for operators 
on its platform, regarding upcoming or new tenders being advertised. This alert service and 
the “lite” service for smaller customers are planned to be rolled out in more markets over 
the coming years.  
 
EU Supply is in early stage discussions with established IT businesses regarding business 
development in another European market. The Board has also indicated that it may seek 
to grow by acquisition. 
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Management  

David Cutler, Non-Executive Chairman 
David joined the Group in 2014 as Non-Executive Chairman. He began his career with 
Deloitte in London, followed by senior financial posts at NFC, British Leyland and CompAir. 
He was then finance director of London listed UKO International PLC, and Emess PLC, 
(also listed in Frankfurt) and a member of the supervisory board of Frankfurt listed Brilliant 
AG. David was also a director of ImagoQA Ltd, the leading software testing consultancy, 
guiding the company to a successful private sale. David was Finance Director of Alterian 
PLC from its LSE flotation in 2000, until retirement in March 2011. During this time the 
company grew thirty fold, from a small office in Bristol to a successful international 
marketing software business. He is currently a non-executive Chairman of Qwasi Inc., a 
private software company in New York, and non-executive director of Inshowjumpers plc. 
 
Thomas Beergrehn, Chief Executive Officer 
Thomas founded the Group and its precursor, having previously spent five years with 
McKinsey & Company. His expertise was in strategy under uncertainty and time to market 
process change, particularly in the communication/software sector. Projects included 
strategy and large scale change of time to market processes based on best practices from 
leading global companies like Microsoft, Oracle and Trilogy. Prior to working at McKinsey, 
Thomas was Commander of a naval patrol craft, following graduation at the top of his class 
at the Swedish Navy Academy. Thomas holds a PhD and an MSc in Systems Engineering 
from Case Western Reserve University, Cleveland USA, as well as an MSc in Engineering 
Physics from the University of Uppsala, Sweden (all with perfect GPAs). Thomas has been 
elected a member of the European Commission’s eTendering Expert Group. 
 

Mattias Ström, Chief Financial Officer, 
In November 2014 Mattias joined from SAP Svenska AB in Stockholm where he was Chief 
Financial Officer. Previously, and prior to its acquisition by SAP, he held various finance 
roles within the Sybase group, including serving as Finance Director for the Nordics and 
Benelux. Prior to Sybase, Mattias worked in London for Altiris Limited and later Symantec. 
Having gained an MSc in Business Administration, Mattias began his career as an auditor 
at Arthur Andersen and Deloitte before joining Oracle EMEA Limited in Dublin. 
 

Steffen Karlsson, Non-Executive  
Steffen joined the Group in 2014 as a Non-Executive Director. Steffen started his career at 
Enskilda Investment Bank in 1993, before joining McKinsey & Company in 1994. He 
worked as a strategic and operational consultant at McKinsey & Company for 13 years, 
during which time he specialised in industrials, basic materials and private equity. In 2007, 
he joined EastOne Llc, a leading industrial conglomerate and investment firm in Ukraine, 
as Director of Strategy and Head of M&A. In 2009 he then joined Papyrus AB, the leading 
paper merchant in Europe as Senior Vice-President, Business Development (including 
M&A). In February 2014 he established his own consultancy and is currently working as an 
independent consultant to private equity firms. He holds a degree in Corporate Finance 
and Marketing from Stockholm School of Economics.  
 

Henrik Christensen, Country Manager Denmark 
Henrik joined in 2007 as Country Manager for Denmark. Henrik has over 20 years’ 
experience in sales management and has worked as a strategic and operational consultant 
and executive within international companies including American Express Corporate 
Travel, Next Step Multimedia and Det Forenede Dampskibs-Selskab A/S (DFDS). 
 

Tore Bråteng, Country Manager Norway 
Tore joined the Company in 2013 as Country Manager for Norway. He works for the 
Company part-time and is responsible for sales, marketing, implementation and training for 
the Company’s Norwegian clients. Tore has over 13 years’ experience in sales 
management within software companies focusing on purchase and pay processes and has 
acted as EU-Supply’s sales partner in Norway since 2007. Tore has worked as both a 
strategic and operational manager within international companies including Visma 
Software and Kuehne & Nagel (Logistics). 
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Financials and forecasts  

Results and Forecasts 

Set out below is a summary of the historic results of EU Supply up to December 2014, plus 
our forecast for the subsequent years: 

  
FY-13A FY-14A FY-15E FY-16E FY-17E 

  
Actual Actual Forecast Forecast Forecast 

  
£'m £'m £'m £'m £'m 

Revenue 
 

1.8  2.5  3.4  4.9  6.0  

Costs 
 

(4.3) (4.6) (4.8) (4.9) (5.2) 

Adj EBIT 
 

(2.6) (2.1) (1.4) 0.0  0.8  

       Adj PBT 
 

(2.8) (2.1) (1.4) 0.0  0.8  

Tax 
 

(0.0) 0.4  0.1  0.1  0.1  

Adj post-tax profits 
 

(2.8) (1.7) (1.3) 0.1  0.9  

       Revenue growth 
 

11% 41% 36% 44% 22% 

Adj EBIT margins 
 

-144% -82% -41% 0% 13% 

Results 

EU Supply has grown revenues strongly, with growth of 41% in the year to December 
2014, and anticipates continuing revenue growth. With all investment in the technology 
platform and sales infrastructure expensed as incurred, EU has reported losses to date.  

With good opportunities ahead as the market continues to evolve, we are forecasting 
continuing revenue growth. Costs comprise mainly staff costs and administrative 
expenses. We have assumed modest year on year cost increases with close cost control 
by management and recent currency benefits on the significant element of costs incurred 
in Swedish Krona.  

With the benefits of scaling its platform and semi-fixed costs, there is potential for good 
margins and profits as EU Supply continues to grow its revenues. With accumulated tax 
losses, we have assumed no material tax charges in our forecasts. EU Supply envisages 
R&D tax cash credits, and we have reflected an assumed ongoing level in our forecasts. 

Cash flow 

Set out below are historic and our forecast cash flows: 

  
FY-13A FY-14A FY-15E FY-16E FY-17E 

  
Actual Actual Forecast Forecast Forecast 

  
£'m £'m £'m £'m £'m 

Adj EBIT 
 

(2.6) (2.1) (1.4) 0.0 0.8 

Exceptionals 
 

(0.6) (0.1) 0.0 0.0 0.0 
Add back 
depreciation/amortisation 0.2 0.1 0.1 0.1 0.1 

Working capital movement 0.6 (0.3) 0.2 0.0 (0.0) 

Net interest 
 

(0.2) (0.0) 0.0 0.0 0.0 

Tax/currency/other 
 

(0.1) 0.3 0.1 0.1 0.1 

Capex 
 

(0.0) (0.1) (0.1) (0.1) (0.1) 

Shares issued 
 

4.1 1.4 0.0 0.0 0.0 

Net cash movement 
 

1.4 (0.7) (1.1) 0.1 0.9 

Opening net (debt)/cash 0.4 1.8 1.1 0.0 0.1 

Net (Debt)/Cash 
 

1.8 1.1 0.0 0.1 1.0 
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EU Supply has limited cash resources to see it through to profitability, with net cash less 
than our forecast loss for FY15.  Our cash flow forecasts take into account R&D cash tax 
credits plus EU Supply’s anticipation of a working capital benefit in 2015 with many new 
customers paying annually in advance. 
 
Management are confident that, with a combination of potential revenue opportunities, 
working capital changes, cash tax credits and other factors, cash breakeven on a monthly 
basis can be reached by the end of 2015, although in the meantime the business may be 
sacrificing short-term growth in order to keep costs low.  The group hopes to be trading 
profitably through end 2015 and into 2016, and our forecasts hopefully represent a 
cautious estimate of such a transition. 
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Risks and Challenges 

In addition to the risks associated with any business and to achieving any forecasts, 

particular areas to note with regard to an investment in EU Supply include, in our view: 

Risk Management comment 

Technology Future performance is 

dependent on EU Supply’s technology and 

offering keeping pace with developments 

in the market and not being overtaken by a 

competitive offering 

Investment in single product (one 

controlled code line) means that EU 

Supply benefits fully from this across all of 

its markets and customer base. EU 

Supply’s staff in development and testing 

dedicated to pre-award is significant.  

Management retention Performance 

depends on retaining or recruiting key 

individuals with the right experience and 

skills.  

The Group seems to benefit from open 

landscape, dynamic teams, and the 

continued recruitment of senior and skilled 

staff. Recruitment of Mattias Ström as full 

time FD should also boost the 

management team. 

Competitors: The market in which EU 
Supply operates includes some large, 
well-resourced players 

Large companies are not seen to pay 

sufficient attention to unique customer 

needs in the public sector, and the private 

sector may also have room for many 

providers subject to the growth of the 

market. 

Revenue growth The business plan is 

predicated on adding customer contracts 

and a significant increase in revenues, 

which may or may not be realised 

A substantial share of revenues is 

estimated to be recurring, hence providing 

a secure minimum revenue level from 

which revenue can grow.  Regulatory 

changes (as described elsewhere) are 

likely to encourage adoption. 

Further funding Whilst management are 
confident that, with a combination of 
potential revenue opportunities, working 
capital changes, cash tax credits and other 
factors, cash breakeven on a monthly 
basis can be reached by the end of 2015. 
It is possible that EU Supply may need or 
seek to raise further funding 

Group complies with QCA Code for 

corporate governance, and large recurring 

revenue base with upfront payment from 

annual licenses should help in cash flow 

predictability and in much of the business 

provide cash receipts in advance of 

revenues.  

Dividends With losses to date and 
the need to invest in the business, 
there are unlikely to be dividends in 
the foreseeable future 

The company will continue to invest in 
the business for as long as it sees  
benefit in doing so 

Foreign Exchange There are foreign 

exchange exposures, with revenues and 

costs from within the EU and Scandinavia 

and financial reporting in £ sterling 

Group has a mix of currencies in both 

revenues and costs, with a net exposure 

limited (mainly to any decline in £ sterling 

or NOK vs EUR or SEK). This risk is 

expected to be very small. 
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Financial forecasts 

Financial Forecasts 

 

Year ended December FY-13A FY-14A FY-15E FY-16E FY-17E 

 
£m £m £m £m £m 

Profit & Loss Act Act Est Est Est 

Revenue 1.8 2.5 3.4 4.9 6.0 

Adj EBITDA (2.4) (2.0) (1.3) 0.1 0.9 

Adj EBIT (2.6) (2.1) (1.4) 0.0 0.8 

Reported PBT (3.4) (2.1) (1.4) 0.0 0.8 

PBT before exceptionals and AAG (2.8) (2.1) (1.4) 0.0 0.8 

Fully adj PBT (2.8) (2.1) (1.4) 0.0 0.8 

NOPAT £ (2.6) (1.7) (1.3) 0.1 0.9 

Reported EPS (p) (6.0) (2.8) (2.0) 0.1 1.3 
EPS before exceptionals and AAG 
(p) (4.9) (2.7) (2.0) 0.1 1.3 

Fully adj EPS (p) (4.9) (2.7) (2.0) 0.1 1.3 

Dividend per share (p) 0.0 0.0 0.0 0.0 0.0 
 
Cash flow & Balance sheet 

     Operating cash flow (2.5) (2.0) (1.1) 0.1 0.9 

Free Cash flow £m (2.7) (2.1) (1.1) 0.1  0.9  

FCF per share p (4.3) (3.1) (1.6) 0.1  1.3  

Capex (0.0) (0.1) (0.1) (0.1) (0.1) 

Acquisitions 0.0  0.0  0.0  0.0  0.0  

Shares issued 4.1  1.4  0.0  0.0  0.0  

Net cash flow 1.4  (0.7) (1.1) 0.1  0.9  

Net (debt)/cash 1.8  1.1  0.0  0.1  1.0  
 
Valuation      

EV/Sales 4.6 3.3 2.4 1.7 1.4 

EV/EBITDA (3.5) 
 

(4.2) (6.2) 91.0 9.1 

EV/NOPAT (3.2) (5.0) (6.5) 110.2 9.4 

PER n.a. n.a. n.a. 136.1 11.7 

Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 

FCF yield -28.9% -20.7% -10.9% 0.8% 8.7% 

      
 

Source: EU Supply, Progressive Equity Research Estimates 
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Disclaimers and Disclosures 

Copyright 2015 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity 
research services, and the companies researched pay a fee in order for this research to be made available.  This report has 
been commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be 
reliable; however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report 
represent those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of 
the companies concerned unless specifically sourced otherwise.  PERL is not regulated by the Financial Conduct Authority 
(FCA). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a 
research note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  
PERL does not undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  This document is a marketing communication under FCA Rules.  It has not been prepared in accordance with 
the legal requirements designed to promote the independence of investment research.  It is not subject to any prohibition on 
dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees 
and contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform 
services or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In 
addition, the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes 
may lead to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of 
securities mentioned in this report.  Past performance is not necessarily a guide to future performance.

 


