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Acquisition of Sky Software 

Extends presence in Asia Pacific 

Tribal has this morning announced a small acquisition – the 
Australia–based provider of Cloud-delivered Student Management 
Systems, Sky Software (“Sky”). The consideration is just A$4m 
initially, with up to A$17m payable dependent on performance over 
the coming four years. Sky adds two specific elements to the Tribal 
suite: additional reach to smaller customers in the higher education 
& vocational learning market, and extended presence in the Asia-
Pacific area. The transaction is described as being earnings 
enhancing in 2014, although the scale is clearly modest in relation to 
Tribal as a whole. We will revisit our forecasts at time of the 
upcoming 2013 results (due next Friday, 14 March). The deal appears 
to be a logical strategic move, helping to open up additional 
(smaller) customer segments and improving geographical reach. 

 Sky is a relatively small but niche provider of Student Management 
Systems, operating from Melbourne and Sydney, and delivering a 
Cloud-based software platform. 

 The statement includes a comment that the deal is expected to be 
earnings accretive this year, based on the existing pipeline of business 
opportunities. 

 With Tribal’s existing business largely at the high end in terms of 
customer scale, Sky brings a “lighter” Cloud-based platform, and the 
group’s website counts a relatively large number of small customers – 
around 30 in total. 

 The deal represents, in our view, a small but strategically sound step, 
adding a product targeted at smaller customers, but absolutely in line 
with the group focus on university and college SMS platforms. 

 Following the positive FY13 trading update in January, we increased 
our estimates to reflect the momentum in the existing business in both 
the Systems and Solutions divisions. Our FY14 and FY15 estimates 
reflected upgrades of between 3% and 4% at that time. 

 We shall incorporate the modest earnings-enhancement from this 
acquisition at the time of the 2013 results next week, when we hope to 
hear more about broader group developments and delivery on the 
large pipeline of existing customer projects. 
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FYE DECEMBER 2011 2012 2013E 2014E 2015E 

Revenue 105.8 113.4 125.9 128.7 132.6 

Adjusted EBITDA 15.6 17.1 18.8 19.3 20.3 

Adjusted PBT 10.1 12.8 14.3 15.0 16.3 

Adjusted EPS 8.4 10.9 11.9 12.6 13.9 

EV/Sales 1.7x 1.6x 1.5x 1.4x 1.4x 

EV/ Adj. EBITDA 11.8x 10.7x 9.8x 9.6x 9.1x 

P/E 22.2x 17.0x 15.7x 14.7x 13.3x 

Source: Company Information and Progressive Equity Research estimates 
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Deal structure 

Today’s announcement describes the acquisition of Sky, a relatively small but niche 
provider of Student Management Systems, operating from Melbourne and Sydney, and 
delivering a Cloud-based software platform. The initial consideration is A$4m (£2.2m), 
with up to A$17m (£9.2m) payable on a deferred and contingent basis, dependent on 
performance over the four years to December 2017. There is no revenue or operating 
profit figure disclosed for Sky, but net assets (A$4.5m) and the loss before tax for the 
year to June 2014 was A$0.6m. Nevertheless, the statement includes a comment that 
the deal is expected to be earnings accretive this year, based on the existing pipeline 
of business opportunities, so we can assume a small business, operating just around 
breakeven, and about to begin one or two larger contracts which give Tribal confidence 
in near-term delivery. Given the relatively long timeframe of the earnout, we would 
expect that Sky will be managed on a fairly arms-length basis (to allow the necessary 
measurement of performance) rather than being immediately folded into the broader 
group.  

Strategic and tactical fit 

Tribal’s focus on the Education software market is largely in the Higher and Further 
Education sphere, and largely at the high end in terms of customer scale. Major 
universities, colleges and educational groups form the lion’s share of Tribal’s current 
customer list, and the software is highly scalable, robust and performant to meet the 
very demanding needs of these clients. Sky brings a “lighter” Cloud-based platform, 
and the group’s website counts a relatively large number of small customers – around 
30 in total, ranging from Otago University (shared with Tribal) down to the Australian 
College of Sports Therapy and the New Zealand College of Chiropractors. These latter 
two would never require (nor be able to justify) Tribal’s larger software suites, although 
clearly there is a degree of overlap with Tribal at the higher end of Sky’s customer list.  

Equally, Sky claims customer presence in Australia, New Zealand, Singapore, 
Malaysia, Taiwan, South Korea and a number of other countries (largely served 
through local reseller partners), so this should enhance Tribal’s presence in these 
rapidly-developing geographies.  The Cloud nature of Sky’s offering appears to allow 
its “light” product to sell across a number of countries; most smaller software platforms 
tend to sell locally rather than multi-nationally, and Tribal’s offerings in the UK (Maytas 
and Synergy for Schools) have yet to see international take-up.  It is possible that, 
through the acquisition of Sky, Tribal might be able to replicate some of this 
geographic portability in other areas of the group. 

Conclusion 

The deal represents in our view a small but strategically sound step, adding a product 
targeted at smaller customers, but absolutely in line with the group focus on university 
and college SMS platforms. The additional Cloud knowhow could be useful elsewhere 
in the group, and the extended presence in the Asia-Pacific region could open doors 
for much larger software sales (SITS or ebs4) over time. We will incorporate the 
modest earnings-enhancement at the time of the 2013 results next week, when we 
hope to hear more about broader group developments and delivery on the large 
pipeline of existing customer projects. 
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Financial summary 

 

Source: Company information, Progressive Equity Research estimates 

 

 

Year ended December FY-11 FY-12 FY-13 FY-14 FY-15

Continuing Operations £m £m £m £m £m

Profit & Loss Act Act Est Est Est

Revenue 105.8 113.4 125.9 128.7 132.6

Adj EBITDA 15.6 17.1 18.8 19.3 20.3

Adj EBIT 12.0 13.9 15.4 15.6 16.3

Reported PBT 3.7 10.0 14.3 15.0 16.3

PBT before exceptionals and AAG 3.7 10.0 14.3 15.0 16.3

Fully adj PBT 10.1 12.8 14.3 15.0 16.3

NOPAT £ 9.3 11.1 12.0 12.3 13.0

Reported EPS (p) 3.6 8.5 12.5 12.6 13.9

EPS before exceptionals and AAG (p) 3.1 8.5 11.9 12.6 13.9

Fully adj EPS (p) 8.4 10.9 11.9 12.6 13.9

Dividend per share (p) 1.0 1.3 1.5 1.6 1.7

Cash flow & Balance sheet

Operating cash flow (1.1) 16.7 15.0 10.7 19.4

Free Cash flow £m (8.3) 5.1 8.1 3.6 12.7

FCF per share p (8.8) 5.4 8.7 3.8 13.6

Acquisitions 0.0 0.0 (2.9) (2.0) (2.6)

Net cash flow 2.2 6.6 5.2 1.6 10.1

Shares issued 0.0 0.0 0.0 0.0 0.0

Overdrafts / borrowings (22.5) (18.3) (18.3) (18.3) (18.3)

Cash & equivalents 6.5 8.4 13.6 15.2 25.3

Metrics FY-11 FY-12 FY-13 FY-14 FY-15

Adj EBIT growth 15.7% 10.9% 1.2% 4.7%

Adj PBT growth 26.7% 11.1% 5.1% 9.0%

Adj EPS growth 30.7% 8.7% 6.4% 10.3%

Dividend growth 25.0% 16.0% 6.9% 6.5%

Adj EBIT margins 12.2% 12.2% 12.1% 12.3%

Valuation FY-11 FY-12 FY-13 FY-14 FY-15

EV/Sales 1.7 1.6 1.5 1.4 1.4

EV/EBITDA 11.8 10.7 9.8 9.6 9.1

EV/NOPAT 19.9 16.6 15.3 15.0 14.1

PER 22.2 17.0 15.7 14.7 13.3

Dividend yield 0.5% 0.7% 0.8% 0.8% 0.9%

FCF yield -4.8% 2.9% 4.7% 2.1% 7.3%
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Disclaimers and Disclosures 

Copyright 2014 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. 


