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 TECSYS INC. 
 

Price (January 25, 2010) $2.00  

52-Week High-Low $2.34-$1.14 
 

Shares O/S 12.4 million 

Market Cap $24.8 million 
 

50-day Average Volume 4,200 

200-day Average Volume 9,700 
 

Annual Dividend $0.05 

Current Yield 2.5% 
 

Year EPS 

F2006 ending April 30/06 $(0.12) 

F2007 ending April 30/07 $(0.04) 

F2008 ending April 30/08 $0.09 

F2009 ending April 30/09 $0.12 

TTM (trailing 12 months to Oct 31/09) $0.12 

F2010E ending April 30/10 $0.12 

F2011E ending April 30/11 $0.15 
 

P/E Range on F2009 17.4x – 8.0x 

P/E Currently on TTM 16.7x 

P/E Range TTM 19.5x – 8.0x 

P/E Currently on F2010E 16.7x 

P/E Currently on F2011E 16.7x 
 

Year-End April 30 
 

Symbol TSX-V: TCS 
 

Website www.tecsys.com 

 

 

 

eResearch Analysts: 
 

Bill Campbell, B.Comm. 

Bob Weir, B.Sc., B.Comm., CFA 

 

 

eResearch Corporation 

56 Temperance Street, Suite 501 

Toronto, ON    M5H 3V5 

Telephone: 416-643-7650 

Toll Free:  877-856-0765 
 

Note: This report was prepared with public information only.  

 
Source: www.bigcharts.com 
 

THE COMPANY 
TECSYS Inc. (“TECSYS” or the “Company”) is a 

Montreal-based company involved in the development, 

marketing, implementation and support of supply chain 

management software solutions for over 500 mid-sized and 

“Fortune 1000” corporations in the healthcare, heavy 

equipment, third-party logistics, and general high-volume 

wholesale distribution industries.   

 

TECSYS Inc. was founded in 1983 by its current Executive 

Chairman, David Brereton, and went public in 1998. The 

Company operates from four offices and one storage facility 

and had 245 employees at the end of April 2009. Its 

activities are carried out in Canada, the United States, 

Europe, and South America.  

 

For fiscal 2009 (12 months ending April 30, 2009), 

approximately 53% of revenues were generated in the USA, 

46% in Canada and the remaining 1% elsewhere. 

Approximately 33% of revenues are recurring. 

 

CORPORATE STRATEGY  
TECSYS has taken several measures to adjust to current 

economic conditions by: 

(1) increasing its targeting of recession-resistant markets, 

such as healthcare; 

(2) reducing operating costs, such as limiting hiring; and  

(3) introducing appropriate cost reductions: for example, 

the Company expects to reduce rental expense and 

generate annual savings of approximately $600,000 

through relocating its Montreal head office, although 

there will be a one-time approximate $1.1 million of 
capital expenditures in the last quarter of fiscal 2010 and 

into fiscal 2011 related to the move. 

http://www.tecsys.com/
http://www.bigcharts.com/
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INVESTMENT CONSIDERATIONS  
 

Strengths 
 TECSYS is a leading Canadian producer of supply chain 

related software. According to the Branham Group, the 

Company is the 19
th

 largest Canadian software company 

and the 5
th
 largest Canadian healthcare logistics solutions 

provider; 

 The Company is financially strong with $8 million ($0.65 

per share) in cash and virtually no debt. In October 2009, 

the Company increased its semi-annual dividend to 

$0.025 from $0.02 per share; 

 TECSYS has been successful at retaining and expanding 

its business with its existing customers;  

 The Company has an active Research & Development 

Program ($5.5 million or 13.8% of revenues in fiscal 

2009) to develop new products; and 

 TECSYS has a strong, experienced management team, 

many of whom have been with the Company for a long 

time. 
 

Challenges 
 Since the Company is in a technology-related business, it 

could be subject to the development, by competitors, of 

more advanced products and services; 

 As seen over the past twelve months, sales can be 

adversely affected by weak economic conditions;  

 Difficulty in getting increased business as traditional 

industry participants are delaying capital spending owing 

to current economic hardships; and 

 Small float; share trading fairly illiquid. 
 

OPERATIONS 
The Company operates through the following four groups: 

 

1. Enterprise Supply Chain Group (ESC) 

2. Small Medium Business Group (SMB) 

3. Transportation, Logistics Management Group (TLM) 

4. Industrial Distribution Management Group (IDM) 

 

ESC Group: provides leading supply chain management 

software for the healthcare distribution, industrial gas & 

welding supply distribution, and high volume wholesale to 

retail distribution market segments;  

 

SMB Group: provides leading supply chain management 

software for the giftware distribution, office products 

distribution, and high-growth import to retail distribution 

market segments;  

 

TLM Group: provides cross-industry enterprise 

transportation management systems for logistics planning 

and execution, and also provides warehouse management 

solutions; and 

IDM Group: provides enterprise software applications for 

the industrial distribution sector.  

 

The Company’s customer base covers many of the leading 

companies in the industries which it serves. In the healthcare 

area, they include: McKesson, GlaxoSmithKline, Beyer and 

Shoppers Drug Mart.  

 

In the General Distribution area, companies include Canon, 

Panasonic, and various Caterpillar equipment dealers.  

 

In November 2009, the Company announced that Kramer 

Ltd., the exclusive Caterpillar dealer in Saskatchewan, had 

signed a deal to use the Company’s WMS Warehouse 

Management Software to manage its warehouse and 

improve customer service across the province. With this 

transaction, TECSYS now has over 20% of the Caterpillar 

dealer market in North America. 

 

FINANCIAL REVIEW 
Outlined below is a comparison of relevant financial 

reporting periods. 

 

(1) Q2/F2010 versus Q2/F2009 
 

($000s) 

  
Q2/F2010 Q2/F2009 

     Revenue: Products 

 

4,146 4,517 

 

Services 

 

5,509 5,893 

Reimbursable Expense 272 301 

 

Total 

 

9,927 10,711 

     Gross Profit:  Products 2,912 2,461 

 

     Services 1,823 2,149 

 

     Total 

 

4,735 4,610 

     Gross Profit Margin   Products 70.2% 54.5% 

  

Services 33.1% 36.5% 

  

Total 47.7% 43.0% 

     Net Earnings 

 

746 644 

Net Profit Margin 

 

7.5% 6.0% 

     EPS ($) 

  

$0.06  $0.05  

     Shares O/S 

(million) 

 

12.4 12.8 
 

Source: Company and eResearch 
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For Q2/F2010 (ending October 31, 2009), the Company 

reported earnings of $0.06 per share, compared with $0.05 

per share for the same period in fiscal 2009, despite a 7.0% 

decline in revenues to $9.9 million. The lower revenues 

reflected the impact of lower third-party product sales and 

lower service billings, which were partially offset by a 43% 

increase in proprietary software revenue. This gain was 

attributable to a large order by a customer involved in the 

distribution of a vaccine as well as a significant increase in 

new account business. Gross profit margin in the latest 

quarter increased to 48% from 43% in the year-earlier 

quarter as a result of both a higher level of sales of more 

profitable proprietary software, and a lower level of lower-

margin third-party products in the overall product mix.  

  

2. H1/F2010 versus H1/F2009 
 

($000s) 

  
H1/F2010 H1/F2009 

     Revenue: Products 

 

7,092 8,962 

 

Services 

 

11,500 11,442 

Reimbursable Expense 533 544 

 

Total 

 

19,125 20,948 

     Gross Profit:  Products 4,760 4,621 

 

    Services 4,201 4,009 

 

    Total 

 

8,961 8,630 

     Gross Profit Margin Products 67.1% 51.6% 

  

Services 36.5% 35.0% 

  

Total 46.9% 41.2% 

     Net Earnings 

 

854 918 

Net Profit Margin 

 

4.5% 4.4% 

     EPS ($) 

  

$0.07  $0.07  

     Source: Company and eResearch 

 

For the first half of fiscal 2010, the Company reported 

earnings of $0.07 per share, unchanged from those of the 

first six months of fiscal 2009. Overall revenues fell 8.7% to 

$19.1 million, reflecting a 20.9% decline in product revenue 

which was partially offset by a 0.5% gain in service revenue. 

Gross profits increased 3.8% to $8.9 million as a result of a 

4.8% gain in the service area and 3.0% increase in the 

product sector. The Company also benefited from the 

changes in product mix which took place in the second 
quarter of fiscal 2010. 

OUTLOOK 

Following a disappointing 2009, industry sources expect a 

recovery in U.S. manufacturing activity in 2010. A recent 

report by the Institute for Supply Management indicates that 

manufacturing revenues are expected to increase 5.7% in 

2010 compared with a 10.7% decline for 2009. This should 

lead to improving demand for supply chain management 

software as companies try to improve their efficiencies. 

Approximately 71% of purchasing and supply executives 

surveyed in the study stated that they had plans to improve 

their supply chain management practices in 2010 through 

steps such as supplier consolidation, the acquisition of new 

or improved technology and systems, and improved 

inventory management. We believe that similar trends will 

take place in Canada, although the impact of the recession 

was significantly less here than in the United States.  

 

Under current economic and credit conditions, the Company 

states in its latest MD&A that it believes that it can generate 

service revenue of approximately $5.3-$5.8 million 

quarterly. This compares with an average of $6.0 million 

quarterly for fiscal 2009. This excludes any contribution 

from significant new agreements which may be signed.  

 

We have estimated that the earnings improvement which 

began in the second quarter continues for the balance of 

fiscal 2010 and through fiscal 2011 as the economy 

recovers. For fiscal 2010, we estimate that revenues will 

reach approximately $39 million, about 4.9% below those of 

fiscal 2009. The benefit of expected improvement in profit 

margins will be offset by moving costs mentioned below, 

leading to flat earnings of about $0.12 per share for the 

current fiscal year. For fiscal 2011, assuming a further 

increase in manufacturing activity, we are forecasting an 

approximate 5% revenue gain to $41 million with earnings 

of about $0.15 per share as margins continue to improve and 

initial benefits of the move take place. 

 

VALUATION 

We have chosen three major Canadian producers of supply 

chain management software as companies to compare with 

TECSYS. They are: Descartes Group; Logibec Groupe; and 

Enghouse Systems.  

 

All three are larger than TECSYS in terms of total revenues, 

and all have significantly greater market capitalizations. 

However, we consider them to be valid indicators of where 

the Company’s shares could eventually trade. 

 

The three criteria which we have chosen for comparison are: 

Price/Sales multiples; Price/Earnings multiples; and 

Price/Book Value multiples.  
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As shown in the Table below, TECSYS shares are currently 

trading at 0.6x trailing 12-month sales per share, 16.7x 

estimated fiscal 2010 earnings, and 1.5x book value. In all 

cases, these valuations are well below the average at which 

our three comparable companies trade, being 3.6x 

Price/Sales multiple, 18.4x P/E multiple on the 2010 

estimates, and 2.3x Price/Book multiple. Thus, we believe 

that, at the current price, TECSYS shares have attractive 

capital appreciation potential, provided management can 

execute its strategic plan and grow in a similar manner as the 

comparable companies. 

 

 
 

 
  

Source: Company and eResearch  

 

SHARE OWNERSHIP 

As at September 21, 2009, the stock remained closely held 

with 44% owned by the Brereton family, 41% by 

institutions, and the remaining 15% by the public. 

 

MANAGEMENT 

David Brereton - Founder and current Executive Chairman. 

Mr. David Brereton was President until 1995. Under his 

leadership, the Company grew 300% between 1989 and 

1992, from a start-up to a leading provider of software 

solutions for multi-national corporations. 

 

Peter Brereton – President & CEO. Mr. Peter Brereton has 

been with the Company since its founding, initially leading 

its software development operations, then moving to product 

management, and eventually to sales and marketing. He 

became President in 1995 and CEO in 1998. 

 

Berty Ho-Wo-Cheong – VP Finance, CFO and Secretary. 

Mr. Ho-Wo-Cheong joined the Company in 1998 as VP 

Finance and CFO. He has over 25 years of experience in 

high technology companies, including Teleglobe Inc. 

 

DIRECTORS 

Frank J. Bergandi,  David Brereton,  Peter Brereton, 

Andre Duquenne, Vernon Lobo,  Stephen A.Sasser, 

David Wayland,  Berty Ho-Wo-Cheong 

 

CORPORATE INFORMATION  
TECSYS Inc., 

87 Prince St., 

Suite 510, 

Montreal, QC, 

H3C 2M7 

Telephone: 514-866-0001 

Website: www.tecsys.com  
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The eResearch StockPotentials reports are written on companies that eResearch believes have interesting prospects, are 

smaller in size and, therefore, have little or no following on the Street, and which would benefit from the exposure that 

eResearch can provide through the dissemination of the reports via our extensive electronic distribution network.  

 

eResearch writes these reports solely from publicly-available information, and has not contacted or spoken with company 

management. Consequently, no Target Price or Recommendation is provided. eResearch does not receive a fee for the 

preparation and publication of StockPotentials reports. 
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