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EEvveenntt  

ÁÁ  We are initiating coverage of MNL with a BUY 

recommendation and target price of $0.63: Our base-case 

revenue forecast of the Online Lotteries division ($49m) and 

Software division ($13m) combine to provide 7% growth in 

FY10 revenue. Our EBITDA forecast is for an increase 23% 

to $6.4m, whilst NPAT will remain flat at $3.1m and the 

resumption in earnings growth in FY11 to $4.3m will be 

based on recovery of McAfee sales. 

ÁÁ  McAfee has replaced Trend Micro as Software divisionôs 

flagship product: Product switch-over has given rise to an 

in-store sales hiatus for Q1 2009. 

OOuurr  vviieeww  

ÁÁ  Manaccom operates a quasi-monopoly in the NSW online 

lotteries market as exclusive online reseller, and duopolist 

with Tatts in the Victorian online lotteries market. Impending 

sale of the NSW Lotteries could undermine MNLôs existence, 

but a sale to Tatts is unlikely due to anti-competitive issues. 

ÁÁ  Lottery reseller agreements (5-year) set to expire with NSW 

Lotteries (Dec 2013) and Tatts (June 2013). Our valuation of 

MNL has not assumed continuation or renewal of the existing 

reseller agreements beyond the 2013 expirations. 

ÁÁ  Negative sales impact from the initial switch-over 

notwithstanding, the McAfee agreement is superior to that of 

Trend Micro previously, given the 11% greater product 

margins obtained on McAfee plus trailing commissions from 

product registration renewals beyond the initial 3-years. 

VVaalluuaattiioonn  ||  RReeccoommmmeennddaattiioonn    

We initiate coverage of MNL with a Buy rating and price objective of 

$0.63.  Key risks to our investment case include prolonged switch 

over period impacting negatively on McAfee sales. Renewal of reseller 

agreements, particularly in light of impending sale of the NSW 

Lotteries operations stand to provide upside surprises on share price. 

I N I T I A T I N G  C O V E R A G E 

    

 

 

 

 

 

 

 

 

 

  

Manaccom Corporation 

Manaccom plays ñpower-ballò over 

impending sale of NSW Lotteries 

COMPANY DESCRIPTION  

Manaccom Corporation Limited [MNL:ASX] operates two main 

businesses: Online Lotteries- which has unique contracts with Tatts 

Lotteries and NSW Lotteries to market lotteries such as Powerball and 

OzLotto via www.ozlotteries.com. Software Distribution & 

Publishing - which distributes software products such as McAfee, 

Compare Office, and other titles in Australia and New Zealand 

predominately though retail channels through leading retail-chains  
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EXECUTIVE SUMMARY 

We are initiating coverage of Manaccom Ltd [MNL] with a Buy rating and a $0.63 price 

target. MNL wholly operates Australiaôs only independent online-retail lottery portal ï 

www.ozlotteries.com. We believe MNL will continue to grow its online lottery business as 

the online market increases its overall penetration rate. Although there is substantial hidden 

value pertaining to Ozlotteriesô duopolistic position in the Australian online lotteries market 

with Tatts Lottery, we note that the existing distribution rights to Tatts Lottery and NSW 

Lotteries will be expiring in 2013. Given there is a high degree of uncertainty regarding the 

potential of Manaccom to secure contracts beyond this period, and in the event it does the 

commercial terms it would attain. Our valuation has assumed a non-renew scenario. Our 

Discounted Cash Flow valuation of the online lottery business runs up to 2014, and has 

assumed no lottery revenue beyond this period. 

 

MNLôs software business distributes software products through what are often exclusive 

distribution and publishing rights to off-the-shelf software titles. The Software Distribution & 

Publishing division sells to both the retail market through long established supplier-vendor 

relationships with major consumer electronic chains (e.g. Harvey Norman, JB Hi-Fi, Office 

Works, etc), as well as growing relationships through direct sales to the enterprise/SMB 

market. 

 

We believe MNL possess the ability to obtain revenue growth whilst maintaining current 

operational margins with negligible cash investment required. For the 12-months ending 30 

June 2010, we forecast revenue to grow 7% YOY to $62.8 million, EBITDA to grow 24% to 

$6.4 million, with EPS flat at 7.1 cps.  

 

MNL does not operate in a highly competitive environment under both its duopolistic 

position in the online lottery market and its software distribution model. The Australian 

lottery market boasts long-term and óstickyô customers, with natural growth from online 

penetration by consumers seeking and adopting greater convenience through online 

management of lottery purchases; whilst the off-the-shelf security software market 

continues to provide products with sustainable demand from retail consumers making point-

of-purchase decisions for computers. 

 

MNL represents a pure play on the Australian online lottery business.  The relatively small 

size of Manaccom and the modest penetration rate of Australiaôs online lottery market, 

provide investors with significant upside potential. The most significant downside risk to 

investors is non-renewal of the current agreements with NSW Lotteries and Tattôs. Whilst 

our valuation has not assumed continuity of the online lottery business, undoubtedly the 

market would punish the share price in the event the current contracts are not renewed.  

 

We note that stock price performance could endure stock overhang from a possible sell-

down of ex-Chairman, Ian Mackayôs stake, following his immediate departure from 

management and the board, as well as the on-market sale of 141,850 shares on 17-Nov-

09. 
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Table 1: MNL ï Summary historical financials and forecasts 

 
FY09A FY10F FY11F  

RReevveennuuee  5588..66  6622..88  7722..44    

EEBBIITTDDAA  55..22  66..44  77..55    

EEBBIITTDDAA  MMaarrggiinn  99%%  1100%%  1100%%    

DDeepprr  &&  AAmmoorrttiissaattiioonn  ((11..11))  ((22..11))  ((11..44))    

EEBBIITT    44..11  44..44  66..11    

EEBBIITT  MMaarrggiinn  77%%  77%%  88%%    

NNeett  IInntteerreesstt  EExxppeennssee  ((00..11))  ((00..11))  ((00..11))    

PPrrooffiitt  BBeeffoorree  TTaaxx  44..00  44..33  66..00    

TTaaxx  BBeenneeffiitt  ((EExxppeennssee))  ((11..00))  ((11..22))  ((11..88))    

NNPPAATT  33..00  33..11  44..33    

Figures in A$ômillion unless otherwise stated          

Source: Microequities estimates, public filings 

 
Valuation 

Our base case scenario is a for a non-renewal of the Lotteries reseller agreements with 

NSW Lotteries and Tatts Lotteries, which are due to expire in December 2013 and June 

2013, respectively. We are valuing MNL using a mixture of a pure DCF valuation of the 

combined businesses, and blending it with a sum-of-parts valuation of the capitalisation of 

earnings of the Software division and DCF valuation of the Online Lotteries division. At 

current levels, MNL is trading at 3.7x forward EV/EBITDA based on our 2010 EBITDA 

forecast of $6.4 million. Given the guidance statement issued by management on 21st 

October 2009, which acknowledges a lack of clear visibility obtained on 2010 revenue 

forecast, we believe the greatest risk to the business and hence our stated price target 

emanates from the following two factors:  

 

1. Uncertainty of Lottery reseller rights after expiry of current agreements. 

 Although we have not incorporated any valuation premium associated with renewals to 

the current lottery resell agreements with both NSW Lotteries and Tatts Lotteries, the 

failure to secure reseller rights beyond the finite expiration date (2013) will likely have a 

negative impact on the MNL share price, and thus our investment recommendation. 

 

2. Lottery ticket sales and earnings outperformance is highly dependent on event 

driven demand from unforeseeable prize pools. 

 MNLôs ability to repeat past outperformance and earnings growth will be highly driven by 

unforeseen events such as record Jackpots driving player registrations.  

 

We conclude with the view that MNL deserves a multiple higher than the 4.0x level at 

present, which concurs with our valuation and target price of $0.63 based on our 2010 

EBITDA forecast of $6.4 million. In addition, using a 10-year DCF yields an estimated value 

of $24.4 million or approximately $0.57 per share.  
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COMPANY PROFILE 

C o m p a n y  B a c k g r o u n d  

Manaccom Corporation Limited (MNL, formerly Jumbo Corporation Limited) was listed on the ASX in September 1999. 

Manaccom Corporation Limited [MNL:ASX] operates Australiaôs only independent Online Lottery retail business and off-the-

shelf software publishing & distribution business through 2 divisions: Online Lottery - has unique contracts with Tattersalls and 

NSW Lotteries to retail lotteries such as Powerball and OzLotto via www.ozlotteries.com. Software Distribution & Publishing 

- distributes software products such as McAfee, Compare Office, and other titles in Australia and New Zealand via retail 

channels through leading retail-chains as well as enterprise channels. 

Figure 1: MNL ï Revenue segmentation by software titles: 

 

 

 

Acquisition of Star System Solutions Pty Ltd  (completed on 14 November 2008) 

Star was acquired by MNL at $3.45m (3x Price/Earnings multiple), with $1.5m in cash and the remainder in 

performance-based earn outs. Star represents MNLôs foray into the enterprise markets in providing software 

design, development, sale and maintenance of software programmes for accounting systems across small-medium 

enterprise. 

 

Star generates 49% of its sales from a recurring nature, and has generated an averaged annual EBIT of circa 

$1.0m over the past 4-years of trading. Star operates out of Australia, with majority of clients being U.S.-based.  

Online Lottery

TMS Global Services

Distribution & Software Publishing

Manaccom Pty Ltd

Retail Enterprise

Online Advertising

Jumbo Interactive

Benon Technologies Pty Ltd
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Figure 2: FY09 divisional sales 

 

 

Source: MNL public filings 

 

Figure 3: FY09 Revenues by geography 

 

 

Source: MNL public filings 

Figure 4: FY09 Software product sales mix 

 

 

Source: MNL Company data 

 

Figure 5: FY09 Software sales by customers 

 

 

Source: Microequities estimates 

Figure 6: MNL ï Historical and forecast earnings 

 

  

Source: Microequities estimates, MNL public filings   
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B U S I N E S S  O P E R A T I O N  

Online Lottery Division | o z l o t t e r i e s . c o m  
 

The Lottery Division sells Australian lotteries to the public via www.ozlotteries.com, a 

co-branded website with Ninemsn as well as from stores in a number of Pacific 

countries including Fiji and Norfolk Island. OzLotteries.com is the official online agent 

in the state of New South Wales. In December 2008, MNL signed a 5-year exclusive 

agreement with NSW Lotteries Corporation (currently the largest state based lotteries 

business in Australia); and in July 2008, a 5-year Reseller Agreement was signed with 

Tattersallôs. 

MNL has an alliance agreement with Ninemsn and reseller arrangements with 

Tattersallôs and NSW Lotteries. Our valuation of MNL does not assume renewal of the 

existing relationships and subsequent income beyond the respective expiry dates. 

R e v e n u e  d r i v e r s  

MNLôs Lottery division revenues continue to exhibit stable growth driven by the 

following factors: 

ÁÁ  On-line Lottery sales is expected to grow broadly in-line with the rate of 

online penetration in the lotteries retail market, whilst the background rate of 

growth to overall lottery ticket sales remain largely static. 

ÁÁ  On-line Lottery sales spikes and fluctuations are driven by unforeseeable 

events such as major Jackpot oriented ticket demand in combination with 

temporary ramp-ups in new registrations. 

G r o s s  M a r g i n s  

Manaccom recognises the total ticket sales value as Lottery revenues, and earns a 

fixed Gross Margin of 20%, with the balance recognised as COGS. 

 

Figure 7: MNL ï Online Lotteries division sales and margins 

 

 

Source: Microequities estimates, MNL public filings 
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Distribution & Software Publishing 
 

The Distribution and Software Publishing business, Manaccom Pty Ltd was acquired 

by MNL on 31 August 2007. The divisionôs business model is focused on supplying 

major computer retail outlets with off-the-shelve consumer software products through 

a just-in-time packaging and distribution channel.  

R e t a i l  

The Retail channel is heavily dependent on in-store staff to drive product sales 

primarily at the point-of-purchase of personal computers. As such, Manaccom has 

developed intimate relationships with retail chains to customise individual packaging, 

pricing and promotional add-ins for each retailerôs sales strategy, as well as 

associated training to in-store staff. 

 

C o m p e t i t o r s  

 

ÁÁ  Acquion 

ÁÁ  ASI Solutions 

ÁÁ  BAX IT Distribution 

ÁÁ  Corporate Computer Resources 

ÁÁ  Express Online 

ÁÁ  Ingram Micro Australia 

ÁÁ  Leader Computers 

ÁÁ  Topstar Computer International 

ÁÁ  Westcon Group 

ÁÁ  Xpress IT

Figure 8: MNL ï Revenue segmentation by software titles: 

 

 

Source: Company data 
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R e t a i l  C h a n n e l s  

>50% of Software revenues are derived from (3) key customers  

 

 

M c A f e e  ï A  b e t t e r  d e a l  

 

Manaccomôs FY2010 software sales revenue will 

suffer change-over impact from stoppage of Trend 

Micro sales in Q1-FY10, prior to the shipments of 

McAfee to retail agents. 

 

On 10 May 2009, Manaccom announced a 3-year 

exclusivity agreement with McAfee Inc (NYSE: MFE) to 

distribute the full range of McAfee
®
 Internet Security 

suite across nominated major retailers in Australia. 

This agreement replaces Manaccomôs existing 

relationship with Trend Micro, and contributable sales 

ceasing in Mayô09. The publicly undisclosed gross 

margins obtained on McAfee is substantially greater 

than that with Trend Micro, and entitles Manaccom to a 

10% trailing commissions on license renewals on all 

McAfee products purchased with Manaccom-owned 

registration keys. Commission related fee income from 

McAfee is expected to begin in FY2013 when 3-year 

product licenses are due to expire. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Manaccomôs FY2010 

software sales revenue 

suffer change-over 

impact from stoppage of 

Trend Micro sales in 

June, July and August, 

prior to the shipments of 

McAfee to retail agents. 

 

 

 

 

Figure 9: FY10 Software sales by customers 

 

 

 
 

Source: Microequities estimates 
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LOTTERY MARKET OVERVIEW 
A u s t r a l i a n  O n - L i n e  L o t t e r i e s  

The Australian Lotteries market is valued at ~$1.3bn today, with sales through online 

agents accounting for ~4-5%. Australia presently has a duopolistic online lotteries 

market across major states with two main vendors, OzLotteries and Tattersallôs, often 

combine for exclusivity or more than 90% of online market share. At present, 

OzLotteries hold 100% of the NSW online lotteries market and 45% of the Victorian 

online lotteries market, with the balance held by Tatts Lotteries. 

 

O n l i n e  p e n e t r a t i o n  

Current Australian online lotteries sales account for less than 4-5% of national lottery 

ticket sales according to Tatts Lotteriesô submission to the Productivity Commissionôs 

Inquiry into Australiaôs Gaming Industries (March 2009). Figures obtained from Tattsô 

2009 Annual Report to Shareholders concurs with this. In the UK, figures from the 

national lottery operator, Camelotôs 2009 Annual report to Shareholders suggests 

sales from ñInteractive platformsò were 9.48% (08/09) and 7.46% (07/08). In 

retrospect, online lottery growth in Australia has been rapid in recent years given that 

in 2003, Tatts had a mere 23,000 registered online players. By our estimates, Tatts 

has over 630,000 online registered players in 2009. We believe the online segment 

will continue to provide a natural background rate of growth for MNLôs lottery business 

at 13% CAGR for the following 5-years to reach a 10% penetration level by 2014. We 

have based our forecast for the lottery division on a base-case scenario of growth, and 

have assumed inflation-based nominal growth on average customer monthly spend. 

 

OUR ESTIMATES 
Our revenue projection for FY10 centres on a base-case scenario of continuing online 

penetration of the Australian lottery markets as the underlying growth driver for 

Manaccomôs Lottery division sales, which entails a 17% YoY increase in Lottery 

division sales to $49.1m for FY10 and $57.5m for FY11. The Software division will be 

negatively impacted by the worst months of June, July and to a less extent August, 

due to the change-over from Trend Micro to McAfee. Our present forecast for FY10 

Sale of Goods (Software division) is $12.9m (20% YoY drop). 

 

Table 2: MNL ï Earnings summary Source: Microequities estimates, public filings 

Amount in A$ômillion FY08A FY09A FY10F YoY Chg FY11F  

SSooffttwwaarree  ddiivviissiioonn  ssaalleess  1111..99  1166..22  1122..99  --  ((2200%%))  1144..33    

LLootttteerryy  ddiivviissiioonn  ssaalleess  2255..00  4411..88  4499..11  ++  1177%%  5577..55    

TToottaall  SSaalleess  3377..22  5588..44  6622..55  ++  77%%  7722..44    

EEBBIITTDDAA  22..99  55..22  66..44  ++  2244%%  77..55    

EEBBIITTDDAA  MMaarrggiinn  88%%  99%%  1100%%  ++11%%  1100%%    

NNPPAATT  22..66  33..00  33..11  00%%  44..33    

 

 

 

 

Manaccom holds 100% of 

the online lotteries 

market in NSW and 45% 

in Victoria 

 

 

 

 

 

 

 

 

 

Online penetration of 

lottery ticket sales is <4-

5%, whilst the figure is 

roughly 9-10% in the UK. 
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INVESTMENT CASE 
 

We have identified the following key factors of consideration to MNLôs investment thesis: 

 

AAttttrraaccttiivvee  mmaarrggiinnss  LLootttteerryy  ddiivviissiioonn  iiss  ffiixxeedd  aatt  2200%%  ggrroossss  mmaarrggiinn  oonn  ttiicckkeett  ssaalleess..  WWhhiillsstt  tthhee  

MMccAAffeeee  aaggrreeeemmeenntt  pprroovviiddeess  MMNNLL  wwiitthh  aattttrraaccttiivvee  pprroodduucctt  mmaarrggiinnss  ggrreeaatteerr  

tthhaann  pprreevviioouussllyy  wwiitthh  TTrreenndd  MMiiccrroo,,  aass  wweellll  aass  1100%%  ttrraaiilliinngg  ccoommmmiissssiioonnss  oonn  

lliicceennssee  rreenneewwaallss..  

IInnccuummbbeenntt  mmaarrkkeett  ppoossiittiioonn  

aass  aa  dduuooppoollyy  

MMNNLL  ooppeerraatteess  aass  aa  qquuaassii--mmoonnooppoollyy  iinn  tthhee  NNSSWW  oonnlliinnee  llootttteerriieess  mmaarrkkeett,,  

aanndd  hhoollddss  aa  dduuooppoolliissttiicc  ppoossiittiioonn  iinn  tthhee  VViiccttoorriiaann  oonnlliinnee  llootttteerriieess  mmaarrkkeett..  

MMNNLL  hhaass  ffuullll  ddiissccrreettiioonn  oonn  ttiicckkeett  pprriicciinngg  tthhrroouugghh  iittss  oonnlliinnee  ssaalleess  cchhaannnneell..  

SSttrroonngg  bbrraanndd  eeqquuiittyy  iinn  nneeww  

rreellaattiioonnsshhiipp  wwiitthh  MMccAAffeeee  

aanndd  MMYYOOBB  

EExxcclluussiivvee  ddiissttrriibbuuttiioonn  aaggrreeeemmeennttss  wwiitthh  lleeaaddiinngg  rreettaaiilleerrss  

SSttrroonngg  ccuussttoommeerr  

rreellaattiioonnsshhiippss  wwiitthh  mmaajjoorr  

rreettaaiilleerrss  

MMNNLL  hhaass  lloonngg  tteerrmm  eessttaabblliisshheedd  rreellaattiioonnsshhiippss  wwiitthh  ttoopp  ttiieerr  ccuussttoommeerrss  iinn  

HHaarrvveeyy  NNoorrmmaann,,  OOffffiicceewwoorrkkss,,  JJBB  HHii--ffii,,  eettcc..  

OOnnlliinnee  llootttteerryy  ppeenneettrraattiioonn  

pprroovviiddeess  nnoonn--ccyycclliiccaall  

ddrriivveerr  ooff  ggrroowwtthh  

LLootttteerryy  ttiicckkeett  rreettaaiill  pprroovviiddeess  eexxppoossuurree  ttoo  óónnoonn  ddeessttiinnaattiioonnaallôô  ggaammiinngg  tthhaatt  iiss  

bbyy  aanndd  llaarrggee  nnoonn--ccyycclliiccaall..  TThhee  sseeccttoorr  eexxppoosseess  MMaannaaccccoomm  ttoo  oorrggaanniicc  

ggrroowwtthh  iinn  bbootthh  ttiicckkeett  vvoolluummee  aanndd  mmoonntthhllyy  vvaalluuee  ssppeenndd  tthhaatt  iiss  aabboovvee  tthhee  

bbaacckkggrroouunndd  rraattee  ooff  tthhee  oovveerraallll  ggaammbblliinngg  iinndduussttrryy  dduurriinngg  aa  pprroolloonnggeedd  

eeccoonnoommiicc  rreeccoovveerryy..  FFuurrtthheerrmmoorree,,  MMaannaaccccoomm  wwiillll  bbeenneeffiitt  ffrroomm  ccoonnttiinnuuiinngg  

oonnlliinnee  ppeenneettrraattiioonn  ooff  tthhee  iinndduussttrryy,,  wwhhiicchh  wwiillll  sshhoouulldd  pprroovviiddee  ssuussttaaiinnaabbllee  

ggrroowwtthh  mmoommeennttuumm  uunnttiill  ddiissttrriibbuuttiioonn  aaggrreeeemmeennttss  eexxppiirree  iinn  22001133..  

TThhee  AAuussttrraalliiaann  llootttteerryy  mmaarrkkeett  bbooaassttss  lloonngg--tteerrmm  aanndd  óóssttiicckkyyôô  ccuussttoommeerrss,,  wwiitthh  

nnaattuurraall  ggrroowwtthh  ffrroomm  oonnlliinnee  ppeenneettrraattiioonn  bbyy  ccoonnssuummeerrss  sseeeekkiinngg  aanndd  

aaddooppttiinngg  ggrreeaatteerr  ccoonnvveenniieennccee  tthhrroouugghh  oonnlliinnee  mmaannaaggeemmeenntt  ooff  llootttteerryy  

ppuurrcchhaasseess  

NNeegglliiggiibbllee  CCAAPPEEXX  MMaannaaccccoommôôss  oorrggaanniicc  ggrroowwtthh  iinniittiiaattiivvee  ffoorr  tthhee  ssooffttwwaarree  rreettaaiill  aanndd  oonnlliinnee  

llootttteerriieess  bbuussiinneessss  rreeqquuiirree  mmiinniimmaall  CCaappeexx  ccoommmmiittmmeennttss  ffoorr  llooww  lleevveellss  ooff  

tteecchhnnoollooggyy  uuppkkeeeepp..  

MMaannaaccccoomm  ppoosssseessss  wwhheerreewwiitthhaall  ttoo  aacchhiieevvee  oouurr  aannttiicciippaatteedd  rreevveennuuee  

ggrroowwtthh  wwhhiillsstt  mmaaiinnttaaiinn  ccuurrrreenntt  ooppeerraattiioonnaall  mmaarrggiinnss  wwiitthh  nneegglliiggiibbllee  ccaasshh  

iinnvveessttmmeenntt  rreeqquuiirreedd..  
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RISK ANALYSIS 

We have identified some of the following investment risks pertaining to our investment case on 

MNL (note: list is not exhaustive): 

 Relationship uncertainty pending renewal of agreements with NSW lotteries and Tatts 

Although we have not priced in any valuation premium pertaining to prospective renewals of 

both the lottery resell agreements with NSW Lotteries and Tatts Lotteries (set to expire in 

June 2013 and December 2013, respectively), failure to secure contract renewals with both 

parties will likely have a significant impact on prevailing market price of MNL. 

 Earnings predictability is uncertain around the lottery business 

Given that highly random Jackpot prizes have had a direct impact on lottery sales 

performance in the recent past, the predictability of Lottery division sales and earnings 

growth is unpredictable and could surprise on both the upside as well as the downside based 

on random outcome of Jackpots during each financial period. Our forecast and valuation of 

MNL assumes a base case scenario that is predominantly driven by natural rate of growth in 

online penetration.  

 Key persons risk on Software business is high as client relationships are highly 

concentrated to key executives who have recently departed the business 

Positive share price momentum could be marred by the possible sell-down of ex-Chairman, 

Ian Mackayôs 20.5% stake following his departure from management and the board. 

 Software sales are susceptible to momentum of negative consumer sales and PC retail 

performance 

Product sales performance from the Software division is highly dependent on PC retail sales 

performance across a diversified geography of major PC vendors, given that the retail 

channel leverages off the sales and marketing efforts of in-store sales staff at the point-of-PC 

purchase by end-customers. As such, general consumer sentiment and behaviours will 

directly impact on MNLôs software sales. 

 Key supplier and product concentration risks 

Top-3 products accounting for ~80% of sales, and associated product distribution rights are 

entirely reliant on the IP-ownersô respective reseller strategy in the Australian markets. 

Product quality control and óbefore-salesô value to customers are largely beyond the control 

of Manaccom. Apart from which, MNL is a price-taker with limited pricing power in the highly 

commoditised off-the-shelf computer software retail market. 

 Customer concentration risks as >50% of current Software sales are derived from top 

(3) major retail relationships 

At present, more than 50% of FY09 software sales was derived from key relationships with 

the top (3) retail chains ï i.e. Harvey Norman, Officeworks and JB Hi-Fi. The potential loss of 

any key customer relationship will be to the detriment of MNLôs software sales performances.  
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VALUATION | RECOMMENDATION 

DDCCFF  VVaalluuaattiioonn  

OOuurr  DDCCFF  mmooddeell  pprroovviiddeess  uuss  wwiitthh  aa  $$00..5577  vvaalluuaattiioonn..  WWee  hhaavvee  uusseedd  aann  uunnaaddjjuusstteedd  ffuunnddaammeennttaall  BBEETTAA  ooff  00..8888,,  aanndd  aa  

WWAACCCC  ooff  1100..6600%%..  MMNNLLôôss  oorrggaanniicc  ggrroowwtthh  ssttrraatteeggyy  pprroovviiddeess  hhiigghh  mmaarrggiinn  ccaasshh  fflloowwss  wwiitthh  rreellaattiivveellyy  mmiinniimmaall  CCAAPPEEXX  

ffuunnddiinngg  rreeqquuiirreemmeennttss..  WWee  ffoorreeccaasstt  FFYY1100  rreevveennuuee  ttoo  ggrrooww  77%%  ttoo  $$6622..88  mmiilllliioonn  wwiitthh  EEPPSS  ooff  77..11  ccppss..  LLooookkiinngg  iinnttoo  22001111,,  wwee  

eessttiimmaattee  ttoottaall  rreevveennuuee  ggrroowwtthh  aatt  1166%%  YYOOYY  ttoo  $$7722..44  mmiilllliioonn  wwiitthh  EEPPSS  ooff  99..99  ccppss..  

DDCCFF  VVaalluuaattiioonn  BBrreeaakkuupp  

        

SSuumm--ooff--ppaarrttss  VVaalluuaattiioonn::  SSooffttwwaarree  ((EEVV//EEBBIITTDDAA))  &&  OOnnlliinnee  LLootttteerriieess  ((DDCCFF))  

BBaasseedd  oonn  rreellaattiivvee  ppeeeerr  vvaalluuaattiioonn  uussiinngg  aa  pprroossppeeccttiivvee  FFYY1100  EEVV//EEBBIITTDDAA  mmuullttiippllee  ooff  44..00xx,,  wwee  ddeerriivvee  aann  eeqquuiittyy  vvaalluuaattiioonn  ooff  

$$00..2222  ppeerr  sshhaarree  ffoorr  tthhee  SSooffttwwaarree  ddiivviissiioonn..  WWee  hhaavvee  aassssuummeedd  nnoonn--rreenneewwaall  ooff  tthhee  LLootttteerriieess  rreesseelllleerr  aaggrreeeemmeennttss,,  aanndd  hhaavvee  

tthhuuss  iinnccoorrppoorraatteedd  aa  55--yyeeaarr  ffrreeee--ccaasshh--ffllooww  pprroojjeeccttiioonn  ttoo  aarrrriivvee  aatt  oouurr  DDCCFF  vvaalluuaattiioonn  ooff  $$00..4477  ffoorr  tthhee  OOnnlliinnee  LLootttteerriieess  

ddiivviissiioonn,,  wwhhiicchh  ccoommbbiinnee  ttoo  pprroovviiddee  aann  MMNNLL  eeqquuiittyy  vvaalluuee  ooff  $$00..6699  ppeerr  sshhaarree..  TThhee  mmeettrriiccss  uusseedd  iinn  oouurr  EEVV//0099EEBBIITTDDAA  

mmuullttiipplleess  vvaalluuaattiioonn  aarree  aass  ffoolllloowwss::  

PPeeeerr  ggrroouupp  ffiinnaanncciiaall  ssuummmmaarryy  ((aass  aatt  2233--NNoovv--22000099))  

Comparable(s): ITX 

 

Sum-of-parts: MNL Software MNL Lotteries 

 

PPrriiccee  ppeerr  sshhaarree  $$11..2222    EEBBIITTDDAA  MMuullttiippllee  [[xx]]  44..00      
  

MMaarrkkeett  CCaapp  [[$$ôôMM]]  $$6611..00    EEnntteerrpprriissee  VVaalluuee  [[$$ôôMM]]  $$33..77      
  

EEnntteerrpprriissee  VVaalluuee  [[$$ôôMM]]  $$5511..00    EEqquuiittyy  VVaalluuee  [[$$ôôMM]]  $$99..44  $$2200..11  
  

EEVV//EEBBIITTDDAA  44..00xx    EEqquuiittyy  VVaalluuee  ppeerr  sshhaarree  [[$$]]  $$00..2222  $$00..4477  
  

Avg. Peer EV/EBITDA  4.0x  Avg. Peer EV/EBITDA  $0.69  

IInnvveessttmmeenntt  OOppiinniioonn  

IInniittiiaattee  wwiitthh  aa  BBuuyy  rreeccoommmmeennddaattiioonn  wwiitthh  $$00..6633  ttaarrggeett  pprriiccee  

WWee  iinniittiiaattee  ccoovveerraaggee  ooff  MMNNLL  wwiitthh  aa  BBuuyy  rraattiinngg  aanndd  pprriiccee  oobbjjeeccttiivvee  aatt  $$00..6633  ppeerr  sshhaarree..  OOuurr  DDCCFF  vvaalluuaattiioonn  ooff  $$00..5577  

iinncclluuddeess  aa  WWAACCCC  ooff  1100..3366%%  aanndd  ccoonnsseerrvvaattiivvee  ggrroowwtthh  aassssuummppttiioonnss..  KKeeyy  rriisskkss  iinncclluuddee  ppootteennttiiaall  lloossss  ooff  llootttteerryy  rreesseelllleerr  

rriigghhttss  wwiitthh  NNSSWW  LLootttteerriieess  aanndd  TTaattttss,,  aappaarrtt  ffrroomm  pprroolloonnggeedd  sswwiittcchh--oovveerr  aaccttiivviittiieess  wwiitthh  iinnttrroodduuccttiioonn  ooff  MMccAAffeeee  aass  iittss  

ffllaaggsshhiipp  pprroodduucctt..  CCaattaallyyssttss  iinncclluuddee  ccoonnttrraacctt  rreenneewwaallss  wwiitthh  NNSSWW  LLootttteerriieess  aanndd  TTaattttss..  

Key assumptions   

EEqquuiittyy  BBeettaa::  00..8888  DDeebbtt::  $$44..00mm  

RRiisskk  ffrreeee  rraattee::  55..339955%%  KKdd  ((11--ttaaxx))::  22..0044%%  

RReettuurrnn  oonn  EEqquuiittyy::  1122..0022%%  WWAACCCC::  1100..3366%%  

LLTT  GGrroowwtthh  RRaattee::  11..00%%      

PV SUM
88%

Terminal 
Value

8%

Net Cash
4%
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Ratings: Strong Buy Buy Hold Sell Strong Sell 
 

  

TOP 20 SHAREHOLDERS   

 
SHARES HELD ISSUED CAPITAL  

11..  VVEESSTTEEOONN  PPTTYY  LLTTDD  88,,225522,,772244  1199..1188    

22..  IIIIMMAACC  PPTTYY  LLTTDD  88,,000000,,000000  1188..5599    

33..  AANNZZ  NNOOMMIINNEEEESS  LLIIMMIITTEEDD  <<CCAASSHH  IINNCCOOMMEE  AA//CC>>  22,,444499,,336611  55..6699    

44..  WWAARRAAWWOONNGG  PPTTYY  LLTTDD  <<BBEETTHHAANNGGAA  HHOOLLDDIINNGGSS  FFAAMM  AA//CC>>  11,,441122,,997700  33..2288    

55..  MMRR  IIAANN  MMAACCKKAAYY  &&  MMRRSS  CCHHEERRYYLL  MMAACCKKAAYY  <<MMAACCKKAAYY  SS//FF  AA//CC>>  992244,,666677  22..1155    

66..  MMRR  AANNTTHHOONNYY  BBRROOWWNN  &&  MMSS  MMEELLIISSSSAA  GGOOLLLLAANN  <<JJAARRVVIISS  BBRROOWWNN  SS//FF  AA//CC>>  886677,,775500  22..0022    

77..  MMRR  PPAAUULL  DDEE  MMAATTTTEEOO  772288,,110000  11..6699    

88..  MMRR  XXAAVVIIEERR  RROOBBEERRTT  BBEERRGGAADDEE  550000,,000000  11..1166    

99..  MMRR  CCRRAAIIGG  KKUUHHNN  440000,,000000  00..9933    

1100..  MMRR  EEDDWWAARRDD  JJAAMMEESS  IINNNNEESS  MMAACCKKAAYY  335533,,776699  00..8822    

1111..  MMRR  DDAAVVIIDD  PPLLAATTTT  &&  MMRRSS  SSUUEE  PPLLAATTTT  <<SSUUPPEERRAANNNNUUAATTIIOONN  FFUUNNDD  AA//CC>>  334400,,000000  00..7799    

1122..  MMRR  MMIIKKEE  VVEEVVEERRKKAA  <<VVEEVVEERRKKAA  SS//FF  AA//CC>>  333333,,333333  00..7777    

1133..  MMRR  MMIICCHHAAEELL  AALLAANN  OODDDDYY  228855,,333322  00..6666    

1144..  MMRR  RRIICCKKYY  CCHHII--TTOO  CCHHEENN  221100,,550000  00..4499    

1155..  MMRR  BBRRIIAANN  SSTTEEFFFFEENNSSEENN  ++  MMRRSS  DDIIAANNEE  SSTTEEFFFFEENNSSEENN  <<SSTTEEFFFFEENNSSEENN  

SSUUPPEERR  FFUUNNDD  AA//CC>>  
220099,,006600  00..4499    

1166..  MMRR  JJOOHHNN  RRIISSAAIIAA  220044,,000000  00..4477    

1177..  MMRR  CCLLIIFFFFOORRDD  RRAAYYMMOONNDD  AARRNNOOLLDD  220000,,000000  00..4466    

1188..  MMRR  AALLEEXX  DDEELLLLóóAANNNNAA  220000,,000000  00..4466    

1199..  MMRR  EEDDWWAARRDD  KKEEIITTHH  HHAAWWKKIINNSS  ++  MMRRSS  BBAARRBBAARRAA  JJEEAANN  HHAAWWKKIINNSS  220000,,000000  00..4466    

2200..  MMAARRYYFFAAIIRR  PPTTYY  LLTTDD  <<HHOONNEEYYWWIILLLL  FFAAMMIILLYY  SS//FF  AA//CC>>  220000,,000000  00..4466    

  TTOOTTAALL  FFOORR  TTOOPP  2200  SSHHAARREEHHOOLLDDEERRSS::          2266,,227711,,556666  6611..0022%%    

SB  B  H  S SS 

Signs MYOB Agreement 

AGM and CEO Address 

 

FY09 Results & maiden 
dividend: $0.015 

$90m Oz Lotto Jackpot boosts MNL 

B 

TP: $0.63 

Signs McAfee Agreement Acquires Star System 

Solutions Pty Ltd 

1H09 Results 

1H09 Profit Guidance 
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SIGNIFICANT EVENTS IN PAST 12-MONTHS 

 DATE EVENT COMMENT 

  1166//0099//22000099  OOffffiiccee  rreellooccaattiioonn  BBrriissbbaannee--bbaasseedd  ssooffttwwaarree  ccoommppaannyy  MMaannaaccccoomm  CCoorrppoorraattiioonn  iiss  rreellooccaattiinngg  ffrroomm  iittss  

MMiillttoonn  wwaarreehhoouussee  ttoo  lleevveell  oonnee  ooff  tthhee  AA--ggrraaddee  ooffffiiccee  bbuuiillddiinngg  aatt  660011  CCoorroonnaattiioonn  DDrriivvee..  

  

DDuuee  ttoo  ssiiggnniiffiiccaanntt  bbuussiinneessss  eexxppaannssiioonn,,  MMaannaaccccoomm  hhaass  ttaakkeenn  aa  ttoottaall  ssppaaccee  ooff  11,,228822  

ssqqmm  oovveerr  aallmmoosstt  ffiivvee  yyeeaarrss  ccoommmmeenncciinngg  OOccttoobbeerr  11  22000099  uunnttiill  MMaayy  3300  22001144..  

  

MMaannaaccccoomm  ccuurrrreennttllyy  ooccccuuppyy  aann  ooffffiiccee  aanndd  wwaarreehhoouussee  bbuuiillddiinngg  iinn  MMiillttoonn  aanndd  rreecceennttllyy  

rreellooccaatteedd  iittss  ddiissttrriibbuuttiioonn  ffaacciilliittyy  ooff  tthhee  bbuussiinneessss  ttoo  DDaarrrraa..  

  1188//0033//22000088  11HH0088  RReessuullttss  FFYY0088  NNPPAATT  $$22..7733mm  ffrroomm  $$((00..7744))mm  lloosssseess  iinn  FFYY0077;;  BBaassiicc  aanndd  DDiilluutteedd  EEPPSS  wwaass  

66..2211¢¢;;  RReevveennuueess  ffrroomm  OOrrddiinnaarryy  AAccttiivviittiieess  wweerree  $$3377..88mm,,  uupp  111111%%  oonn  ppccpp;;  NNeett  

OOppeerraattiinngg  CCFF  wwaass  $$22..6622mm  ccoommppaarreedd  ttoo  $$00..229922mm  oouuttffllooww  iinn  tthhee  ppccpp;;  FFiinnaall  DDiivviiddeenndd  

ddeeccllaarreedd  wwaass  11¢¢  ffuullllyy  ffrraannkkeedd,,  ccoommppaarreedd  wwiitthh  nniill  llaasstt  yyeeaarr  

  0099//0077//22000088  RReesseelllleerr  aaggrreeeemmeenntt  

wwiitthh  TTaatttteerrssaallllss  

AAnnnnoouunncceedd  RReesseelllleerr  AAggrreeeemmeenntt  wwiitthh  TTaatttteerrssaallllss  eexxtteennddiinngg  rreellaattiioonnsshhiipp  ttoo  3300  JJuunnee  

22001133  ffrroomm  22001100..  TThhee  aaggrreeeemmeenntt  ggiivveess  MMNNLL  rriigghhtt  ttoo  sseellll  llootttteerryy  ttiicckkeettss  vviiaa  tthhee  wweebb  

aanndd  vviiaa  tthhee  MMNNLLôôss  nneettwwoorrkk  ooff  llootttteerryy  tteerrmmiinnaallss  tthhrroouugghhoouutt  tthhee  PPaacciiffiicc..  

  2211//0055//22000088  FFYY0088  eeaarrnniinnggss  rreevviissiioonn  Manaccom Corporation provided an upgraded forecast for the 2008 financial year 

following record sales in April 2008, reporting that the new range for net profit after 

tax is between $1.7m and $2.3m and the new range for revenue is between $32m 

and $40m. The company also advised that it had record sales in April following the 

Australian record $40m jackpot on 29 April 2008, as well as robust trading in the 

distribution and software publishing division..  

  1144//0055//22000088  AAnnnnoouunncceedd  mmaaiiddeenn  

ddiivviiddeenndd  

Manaccom Corporation announced plans to pay a maiden dividend this year 

following strong growth and robust trading. The inaugural dividend, representing at 

least 20% of net pofit after tax (NPAT), will be paid as final dividend later this year. 

The Company reported it proposed the payment of both an interim and final dividend 

in future years - each based on at least 20% of NPAT. CEO Mr Mike Veverka said 

investors could expect a dividend in October 2008 of about 1 cent per share if NPAT 

for the full year to 30 June 2008 is at the upper end of the current guidance ($1.3 to 

$2m).  

  1111//0033//22000088  11HH0077  RReessuullttss  Manaccom Corporation reported NPAT of $764,199 for the half-year ended 31 

December 2007. Revenues from ordinary activities were $16.17m, up 81.9% from 

the same period last year. Diluted EPS was 1.69 cents compared to 0.06 cents last 

year. The net operating cash inflow was $563,345 compared to an outflow of 

$180,110 in the pcp. No dividend was declared.  

  1111//0033//22000088  SSuuppppllyy  aaggrreeeemmeenntt  wwiitthh  

BBiigg  WW  

Manaccom Corporation announced that software publishing subsidiary Manaccom 

will begin supplying a selection of software titles through 148 Big W retail stores 

nationwide.  

http://www.manac.com.au/


MNL | INITIATING COVERAGE ï Manaccom plays ñpower-ballò over impending sale of NSW Lotteries 

 

 

25 Nov 09 www.microequities.com.au 16 

  2211//0022//22000088  AAnnnnoouunncceedd  eexxcclluussiivvee  

ddiissttrriibbuuttiioonn  aaggrreeeemmeenntt  

wwiitthh  FFuuttuurreettrroonniiccss  

Manaccom Corporation announced that the software publishing and distribution 

subsidiary, Manaccom, is expanding its product lines into game console accessories. 

Manaccom has signed an exclusive distribution agreement with Melbourne based 

console accessories group Futuretronics, to sell game console accessories through 

the Harvey Norman Group. 

  0044//1100//22000077  OOppeerraattiioonnaall  uuppddaattee  Jumbo Corporation reported that the newly-acquired business of Manaccom has 

recorded its highest monthly sales in its 21 year history for the month of September. 

The record month is mostly attributable to the release of the Trend Micro Internet 

Security 2008 range of software which includes an anti-virus and anti-spyware 

software. 

  2200//0099//22000077  AAnnnnoouunncceedd  ssaalleess  

aaggrreeeemmeenntt  wwiitthh  TTrreenndd  

MMiiccrroo  

Jumbo Corporation announced that its newly acquired Manaccom business has 

signed a new sales agreement with global IT protection giant, Trend Micro. The new 

agreement follows a successful Manaccom-Trend Micro alliance over the past 

decade which has seen Manaccom secure distribution for the Trend Micro range of 

products into all key retail accounts in Australia and New Zealand including Harvey 

Norman, Dick Smith, Officeworks and JB Hi-Fi and numerous independent stores. 

  1100//0099//22000077  FFYY0077  RReessuullttss  Jumbo Corporation reported net loss of $739,790 for the year ended 30 June 2007. 

Revenues from ordinary activities were $17.93m, up 8% from last year. Diluted EPS 

was (0.19)cents compared to 0.23 cents last year. The net operating cash outflow 

was $291,925 compared to an outflow of $2.4m in the pcp. No dividend was 

declared. 

  1100//0099//22000077  AAnnnnoouunncceemmeenntt  ooff  

oonnlliinnee  llootttteerryy  

Jumbo Corporation announced that its online lottery division, OzLotteries.com, had 

signed an exclusive alliance agreement with Yahoo!7. Under the terms of the 

agreement, OzLotteries will operate a lottery website under the name of "Yahoo!7 

Lotto" whereby Yahoo!7s Australian customers can buy official Australian lottery 

tickets and access draw information and results online. Yahoo!7 Lotto is scheduled 

for public release on 1 October 2007. 

  0033//0099//22000077  AAccqquuiissiittiioonn  ooff  

MMaannaaccccoomm  bbyy  JJuummbboo  

Jumbo Corporation announced that an unconditional Business Purchase Agreement 

to acquire the Manaccom Business was signed with an effective date of 31 August 

2007. The trading results for Manaccom will therefore be consolidated into the 

Jumbo results from 1 September 2007 onwards. 

  0033//0088//22000077  JJuummbboo  aannnnoouunncceedd  

eeaarrnniinnggss  gguuiiddaannccee    

Jumbo Corporation announced a further profit guidance for the full year ended 30 

June 2007. The company expects to report a loss for the Group for the full year 

ended 30 June 2007 due mainly to impairment of investments, network upgrade and 

development costs. It is estimated the Net Loss will be between $600,000 and 

$900,000 and EBITDA between ($150,000) and $150,000. The guidance is based 

on unaudited management accounts and is subject to further review and audit. 

  2277//0077//22000077  JJuummbboo  aannnnoouunncceedd  

rreevveennuuee  gguuiiddaannccee  

Jumbo Corporation announced updated profit guidance for the full year ending June 

2007. This forecast is based on unaudited management accounts and is subject to 

further review and audit. The 2007 forecast includes revenue at $17.6 to $18.6m, 

Gross Profit at $4.8 to $5.1m, EBITDA at $200,000 to $500,000 and Net Profit at 

($300,000) to ($500,000) Loss. 



MNL | INITIATING COVERAGE ï Manaccom plays ñpower-ballò over impending sale of NSW Lotteries 
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CORPORATE DIRECTORS 

 

David Barwick | Chairman (Non-executive) 100,000 ordinary shares, 550,000 options Appointed 9 May 2006 

David Barwick is an accountant by profession with over 36 years experience in the management and administration of 

publicly listed companies in both Australia and North America. During this period David has held the position of 

Chairman, Managing Director or President of over 26 public companies covering a broad range of activities. 

 

Current director of Metallica Minerals Limited (since 11 March 2004), current director of Macarthur Minerals Limited 

({TSX Venture Exchange} since 24 October 2005), former director of Global Approach Limited now Teys Limited (from 

29 November 1996 to 29 October 2007, former director of International Gold Mining Limited ({TSX Venture Exchange} 

from 15 August 2006 to 26 July 2007), and former director of Morningstar Holdings (Australia) Limited (from 12 October 

2006 to 30 August 2007). 

 

Mike Veverka | Chief Executive Officer 8,803,057 ordinary shares, 550,000 options Appointed 28 Dec 1998 

Mike Veverka has been chief executive officer and a director of Manaccom Corporation Limited since the restructuring 

of the company in September 1999. Mike was instrumental in the development of the e-commerce software that is the 

foundation to the various Manaccom operations. Mike was the original founder of Benon Technologies in 1995 when 

development of the software began. 

 

Mike also established a leading Internet Service Provider in Queensland which operated successfully for 3 years before 

being sold. Mike is regarded as a pioneer in the Australian internet industry with many successful Internet endeavours 

to his name. Mike graduated with an honours degree in engineering in 1987. 

 

Bill Lyne | Non-executive Director, Company Secretary 250,000 options Appointed 30 Oct 2009 

Bill Lyne was recently appointed as executive director to Manaccom following the departure of Ian Mackay.  

 

Bill is the principal of Australian Company Secretary Service, providing company secretarial, compliance and governance 

services to public and other companies. Bill holds a Bachelor of Commerce (Economics) degree, is a Chartered 

Accountant and a Fellow of Chartered Secretaries Australia and the Australian Institute of Company Directors. 

 

Ian Mackay | Former Executive Deputy Chairman 8,818,150,000 ordinary shares Resigned 30 Oct 2009 

On 30 October, MNL filed a Change in Directors notice (30-Oct-09) on Ianôs immediate departure from the board and 

management functions of MNL. Public notice was given with regards to the sale of 141,850 shares (17-Nov-09) by Ian. 

 

Ian Mackay left public accounting practise in 1976 to pioneer the use of computers by the profession. In 1986, he 

established Manaccom Pty Ltd to provide software for the booming PC market. Since that time he has established 

strong relationships with large international software vendors such as Trend Micro as well as large retail outlets such as 

Harvey Norman, The Coles Group, Dick Smith and JB Hi-Fi. He was also pivotal in securing the exclusive distributor 

agreement with McAfee prior to his departure from Manaccom. 

 

Ian is past National President of AIMIA (Australian Interactive Multimedia Industry Association), was a board member of 

QANTM (Government funded Co-operative Multimedia Centre) and chaired the Queensland Government IIB 

(Information Industries Board) panel to review the computer games industry in Queensland. 

 




