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Acquisition of Human Edge Software 

Complementary, earnings enhancing deal in Australia 

Tribal has this morning announced the modest but useful 
acquisition of a software business selling student management 
systems to schools in parts of Australia.  The deal fits well with long-
term strategy, provides a stronger presence in the Australasian 
region, and dovetails with the major SALM implementation under 
way.  We upgrade FY15 EPS by 5% to reflect the earnings 
enhancement. 

 Tribal is paying AUD$15.2m in cash for Human Edge Software, a 
provider of student management platforms to schools.  The business 
sells mainly in the states of New South Wales and Victoria, and mainly 
to Catholic and private schools (Catholic schools in Australia are 
independently run, but state-funded). 

 Human Edge generated sales of c.AUD$7.3m and normalised EBITA 
of £1.1m in the year to June 2013.  Tribal is therefore paying a multiple 
of c.2x sales, and around 7.5x historic EBITA.  We would expect the 
forward multiples to be lower as the group can benefit from cross-
selling Human Edge’s products, and by promoting the software into 
new regions.  The deal is debt-funded and we detail overleaf the 
changes to our estimates; essentially the business adds around £1m 
annualised adjusted PBT, after incorporating the additional interest 
cost.  This translates to around a 5% EPS uplift; a decent result for a 
small deal. 

 The most exciting prospects for the business post-acquisition can be 
categorised into three areas : potential expansion out of NSW and 
Victoria, more aggressively selling into Queensland and other states, 
potential use of the broad platform of software resources from Human 
Edge to extend the modules available within the SALM implementation 
(and thereby possibly expand the contract value), and finally the 
potential to take the product and sell it overseas, within the 
Australasian region – in the Philippines and Vietnam in particular. 

Today’s deal is another example (like i-graduate and Sky Software) of 
Tribal using its existing global reach and broad platform to bolt on a small 
but valuable set of additional functionality.  Benefits abound in terms of 
cross-sale and synergies, and the strong cash flows within Tribal allow 
such deals to be debt-funded and earnings enhancing. 
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FYE DECEMBER 2011 2012E 2013 2014E 2015E 

Revenue 105.8 113.4 125.5 131.1 136.9 

Adjusted EBITDA 15.6 16.9 20.1 20.8 22.5 

Adjusted PBT 10.1 12.8 14.6 15.8 17.3 

Adjusted EPS 8.4 10.9 12.5 13.3 14.8 

EV/Sales 1.6x 1.5x 1.3x 1.3x 1.2x 

EV/ Adj. EBITDA 10.8x 10.0x 8.4x 8.1x 7.5x 

P/E 21.0x 16.1x 14.1x 13.2x 11.9x 

Source: Company Information and Progressive Equity Research estimates 

TRIBAL GROUP 

BUSINESS SERVICES 

 

http://www.progressive-research.com/
mailto:gevans@progressive-research.com
mailto:ipoulter@progressive-research.com


2 June 2014 

 

 
2 

Estimates 

In our last publication on Tribal Group, we left our estimates unchanged after the 
confident trading update in mid-May 2014 which highlighted the international 
opportunities open to the Group. 

We note from the acquisition announcement that the unaudited revenue and 
normalised operating profit of Human Edge for the year ended 30 June 2013 was 
A$7.3 million (c. £4.0 million) and A$2.0 million (c. £1.1 million) respectively. With 
payment from existing cash resources, this acquisition will be earnings enhancing 
immediately and we increase our estimates accordingly using conservative 
assumptions on growth. Ownership for seven months in the current (FY14) financial 
year produces a 3% increase in Adjusted EPS with a 5% increase in its first full year of 
ownership (FY15). We leave our estimates for dividends unaltered at present.  

 

Estimate changes 

 

Source: Progressive Equity Research estimates 

 

 

 

 

 

 

 

 

 

 

 

£m unless stated Old New

Change 

(%) Old New

Change 

(%)

Revenue 128.7 131.1 2% 132.6 136.9 3%

Adj EBITDA 20.2 20.8 3% 21.4 22.5 5%

Reported PBT 15.3 15.8 3% 16.4 17.3 5%

Fully adj PBT 15.3 15.8 3% 16.4 17.3 5%

Reported EPS (p) 12.9 13.3 3% 14.0 14.8 5%

Fully adj EPS (p) 12.9 13.3 3% 14.0 14.8 5%

Dividend per share (p) 1.70 1.70 0% 1.80 1.80 0%

FY15EFY14E
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Summary Financials 

 

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 Act Est Est

Revenue 105.8 113.4 125.5 131.1 136.9

Adj EBITDA 15.6 16.9 20.1 20.8 22.5

Adj EBIT 12.0 13.9 15.8 16.5 17.9

Reported PBT 3.7 10.0 13.5 15.8 17.3

PBT before exceptionals and AAG 3.7 10.0 13.8 15.8 17.3

Fully adj PBT 10.1 12.8 14.6 15.8 17.3

NOPAT £ 9.3 11.1 12.3 13.0 14.3

Reported EPS (p) 3.6 8.5 11.5 13.3 14.8

EPS before exceptionals and AAG (p) 3.1 8.5 11.5 13.3 14.8

Fully adj EPS (p) 8.4 10.9 12.5 13.3 14.8

Dividend per share (p) 1.00 1.25 1.60 1.70 1.80

Cash flow & Balance sheet

Operating cash flow (1.1) 16.7 20.4 13.5 18.7

Free Cash flow £m (8.3) 5.1 5.2 5.8 11.0

FCF per share p (8.8) 5.4 5.6 6.2 11.7

Acquisitions 0.0 0.0 0.0 (10.3) (2.6)

Net cash flow 2.2 6.6 5.3 (4.5) 8.4

Shares issued 0.0 0.0 0.0 0.0 0.0

Overdrafts / borrowings (22.5) (18.3) (12.1) (12.1) (12.1)

Cash & equivalents 6.5 8.4 7.6 3.1 11.5

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

Adj EBIT growth 15.7% 13.7% 4.6% 8.4%

Adj PBT growth 26.7% 13.6% 8.1% 9.9%

Adj EPS growth 30.7% 14.3% 6.3% 11.1%

Dividend growth 25.0% 28.0% 6.2% 5.9%

Adj EBIT margins 12.2% 12.6% 12.6% 13.1%

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

EV/Sales 1.6 1.5 1.3 1.3 1.2

EV/EBITDA 10.8 10.0 8.4 8.1 7.5

EV/NOPAT 18.2 15.3 13.7 13.0 11.8

PER 21.0 16.1 14.1 13.2 11.9

Dividend yield 0.6% 0.7% 0.9% 1.0% 1.0%

FCF yield -5.0% 3.1% 3.2% 3.5% 6.7%
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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. 


