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Time to keep the faith 
Tribal has delivered H1 results which, while largely heralded in the 
May trading update, will test investors’ nerves over the deliverability 
of the full year result.  Despite the headline declines, the RNS 
describes the Board’s expectations for the full year as unchanged.  
Notably the dividend, a strong signal of management confidence, is 
up 17% y/y.  We make no changes to forecasts, and our note focuses 
on reasons to keep the faith in the full-year result. 

§ H1 results  Tribal has delivered a set of H1 results which, while in line 
with the “strongly” H2-weighted performance described at the time of 
the AGM trading update, at first sight suggest a material amount of 
work left to do in H2.  Revenues declined 8% y/y to £58m, with 
adjusted EBITA and PBT down c.55-60% to £2.4m and £2.0m 
respectively.  Adjusted EPS was similarly impacted (down 63% to 
1.6p), although the dividend was not only maintained, but actually 
increased from 0.6p to 0.7p (up 17%).     

§ Full year expectations unaltered  Our (and roughly consensus) 
forecasts are for c. £15m of adjusted PBT for the full year, requiring a 
very significant rebound in earnings in H2.  For a number of reasons, 
we believe that such a rebound is plausible; we describe the detail 
overleaf, but essentially the group has been held back by a number of 
factors in H1 which have exacerbated the normal H1/H2 seasonality, 
but which could (or indeed should) all reverse in H2.   

§ Market backdrop still strong  We continue to believe that Tribal’s 
products are well positioned, and the global education market still to 
be under-invested in technology.  With this backdrop, and with the 
success the group has had in winning material overseas contracts, we 
believe that, despite the near-term risks (and the requirement for a 
steady nerve) the long term remains full of potential.  

Although risks have clearly risen, the group is taking action to help reduce 
the level of pressure to H2 estimates; costs are being cut and licencing 
fees policed more robustly than in the past.   

As well as the mathematical “rebound” items that we describe overleaf, 
we suggest that investors can take additional comfort from two specific 
items: (1) the decision to raise the dividend despite H1’s weakness, and 
(2) management’s track record of open and balanced commentary in the 
past, leading to a good degree of credibility.    
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FYE DECEMBER FY12 FY13 FY14 FY15E FY16E 

Revenue 113.4 125.5 123.7 124.2 121.9 

Adjusted EBITDA 16.9 20.1 19.7 21.1 22.7 

Adjusted PBT 12.8 14.2 13.4 15.2 17.2 

Adjusted EPS 10.9 12.9 11.3 12.4 13.8 

EV/Sales 1.5x 1.3x 1.3x 1.3x 1.4x 

EV/ Adj. EBITDA 9.8x 8.3x 8.4x 7.9x 7.3x 

P/E 14.9x 12.6x 14.4x 13.1x 11.8x 

Source: Company Information and Progressive Equity Research estimates 
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Analysis of H1 vs H2 performance 

Given Tribal’s H1 result, investors will naturally focus on the delta required between 
the H1 outcome and the H2 performance necessary to reach 2015 full-year consensus 
figures.  We set out below a number of salient elements, with our estimates of the 
levels of materiality of each element.  In our view, the over-arching reality is that, while 
H1 looked like a weak half, a number of items coincided during that period, all of them 
both negative and one-off in nature.   

Revenue (and revenue recognition) shortfalls : estimated £3-4m 

§ SALM renegotiation (general)  The SALM contract has been in place for some time, 
and is being renegotiated as both Tribal and the customer evolve their thinking 
around long-term structure and contractual arrangements.  We believe that, in the 
fullness of time, a more flexible and appropriate structure should allow the group to 
sell additional modules on a more localised or case-by-case basis, leading to 
higher ultimate licence value, and better levels of maintenance income.  In the short 
term, however, pending the finalisation of the renegotiations, order flow “paused” 
leading to under-utilisation of dedicated teams. 

§ SALM work order revenue recognition (specific)  In addition to the general “pause” 
during the renegotiation, the group has separately had an issue relating to revenue 
recognition on certain work elements for which no formal work order had been 
received.  The costs relating to this work amount to some £0.6m, so the revenue 
expected to flow is presumably a higher figure. 

§ Two large contract licences delayed  Two of the major wins in H1 have, for various 
reasons, seen their licence invoicing delayed into the H2 period – these are the 
Massey University in New Zealand, and Botswana International University of 
Science and Technology.   

Cost seasonal skew : estimated £1m 

§ In every year, Tribal sees a material swing between H1 and H2 around holiday pay 
accruals; this in part accounts for the group’s traditional H1/H2 split.   

Additional revenue from “policing” licences more closely : estimated £1-1.5m  

§ The group has, for many years, sold licences to university and college customers 
which are priced in part on student numbers.  Tribal has a rolling programme to 
compare actual student numbers to those declared at the time of the licence 
contract, and generally levies additional licence fees on customers who have 
expanded above levels originally covered in the initial licencing arrangements.  
Given the current climate, and to help reduce risk in H2, Tribal is accelerating this 
programme, which is likely to lead to additional revenue from a range of customers 
in H2.   

New cost savings in H2 : estimated £0.5m 

§ In addition, this year, the group is expecting to save certain amounts in H2, through 
a number of cost reduction and efficiency actions.   
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The table below highlights one way in which investors could gain comfort with the full-
year estimates for adjusted PBT of c.£15m : 

H1, H2 and Full Year estimates (£m) 
 

H1 adjusted PBT (actual) 2.0 

  Revenue recognition shortfalls 3.5 
Cost seasonal skew 1.0 

  Normalised H1 adjusted PBT 6.5 

  Assume similar performance in H2 6.5 

  Licence fee policing 1.25 
New cost saving in H2 0.5 

  
Total 2015 adjusted PBT (estimated) 14.8 
  

 

Source: Progressive Equity Research estimates 

 

Lost in the noise ? 

There were a number of other very positive aspects of today’s release, which in our 
view risk being “lost in the noise” as everyone jostles to understand the maths around 
H1, H2 and the full year.  For the sake of completeness, these are some of the other 
positives within the H1 result : 

§ Callista (recent acquisition in Australia) performing well 

§ Maturation of approach in Asia-Pacific, with a number of large deals already won, 
and attention turning to account management and long-term maintenance income 

§ Increased business development activities in North America (Canada) 

§ Maintenance fees up 39% y/y to £15.3m  

 

 

Finally, we note that there has been no detail around appointment of a new CEO, 
following the decision of Keith Evans to retire from the Board, announced in May.  
Clearly, this is a major appointment for the group, and we would expect the Board to 
orchestrate a full process; hopefully an announcement will be made in the near future 
to allow the group to rally around a new CEO and move forward through H2 and 
beyond.  Although these are clearly challenging times for the group, with a number of 
elements causing pressure, we continue to believe that the business is extremely well 
placed, with strong product suites, effective sales infrastructure and reliable 
implementation teams.   
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SUMMARY FINANCIAL FORECASTS 

Year ended December FY-11 FY-12 FY-13 FY-14 FY-15 FY-16 
Continuing Operations £m £m £m £m £m £m 
Profit & Loss Act Act Act Act Est Est 
Revenue 105.8 113.4 125.5 123.7 124.2 121.9 
Adj EBITDA 15.6 16.9 20.1 19.7 21.1 22.7 
Adj EBIT 12.0 13.9 15.8 14.5 16.5 17.9 
Reported PBT 3.7 10.0 13.7 (6.3) 15.2 17.2 
PBT before exceptionals and AAG 3.7 10.0 13.8 13.4 15.2 17.2 
Fully adj PBT 10.1 12.8 14.2 13.4 15.2 17.2 
NOPAT £ 9.3 11.1 12.5 11.8 12.9 13.8 
Reported EPS (p) 3.6 8.5 12.6 (8.4) 12.7 14.2 
EPS before exceptionals and AAG (p) 3.1 8.5 11.7 11.6 12.4 13.8 
Fully adj EPS (p) 8.4 10.9 12.9 11.3 12.4 13.8 
Dividend per share (p) 1.00 1.25 1.60 1.80 2.00 2.15 
Cash flow & Balance sheet 

      Operating cash flow (1.1) 16.7 20.8 21.4 17.9 27.1 
Free Cash flow £m (8.3) 5.1 8.2 10.2 4.7 13.4 
FCF per share p (8.8) 5.4 8.8 10.9 5.0 13.9 
Acquisitions 0.0 0.0 (2.5) (15.1) (10.6) (1.3) 
Net cash flow 2.2 (6.6) (0.9) 1.1 (5.9) 12.1 
Shares issued 0.0 0.0 0.0 (2.7) 0.0 0.0 
Overdrafts / borrowings (22.5) (18.3) (12.1) (21.0) (21.0) (21.0) 
Cash & equivalents 6.5 8.4 7.6 9.3 3.5 15.6 

       Metrics FY-11 FY-12 FY-13 FY-14 FY-15 FY-16 
Adj EBIT growth 

 
15.7% 13.7% -7.9% 13.8% 8.7% 

Adj PBT growth 
 

26.7% 13.6% -5.7% 13.8% 13.3% 
Adj EPS growth 

 
30.7% 14.3% -12.3% 9.8% 11.3% 

Dividend growth 
 

25.0% 28.0% 12.5% 11.1% 7.5% 
Adj EBIT margins 

 
12.2% 12.6% 11.7% 13.3% 14.7% 

              
Valuation FY-11 FY-12 FY-13 FY-14 FY-15 FY-16 
EV/Sales 1.6 1.5 1.3 1.3 1.3 1.4 

EV/EBITDA 10.7 9.8  
 

8.3 8.4 7.9 7.3 
EV/NOPAT 17.9 15.0 13.3 14.1 12.9 12.0 
PER 19.4 14.9 12.6 14.4 13.1 11.8 
Dividend yield 0.6% 0.8% 1.0% 1.1% 1.2% 1.3% 
FCF yield -5.4% 3.3% 5.4% 6.7% 3.1% 8.6% 

 

Source: Tribal Group, 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 
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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 
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