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Software & Computer Services Current price  €6.15 Outperform
France Target price €7.00 Rating unchanged
Performance over 1im 3m 12m FY/e 30.09 2003 2004E 2005E 2006E
Absolute 35% 50% 171% Sales (€m) 3.90 4.97 6.51 7.9
Rel. SBF250 36% 53% 130% EBITDA (€m) -2.03 0.38 1.23 1.87
Rel. sector 41% 58% 136% Pre-Tax* (€m) -2.03 0.33 1.15 1.76
12-m- Hi/Lo €6.15/2.27 Adj EPS* (€) -0.55 0.08 0.26 0.38
Reuters MAKE.PA EPS (€) -0.54 0.17 0.24 0.37
Bloomberg MLMAN FP DPS (€) - - - -
Market Cap €29.2m P/E* (x) - 78.9 24.0 16.2
Next corporate event Yield (%) - - - -
No event. EV/EBITDA (x) - 80.5 24.7 15.9
Source: KBC Securities *Adjusted for goodwill and exceptionals

The French Ministry of Equipment has selected Mandrakesoft to manage the migration of 1,500 office
and infrastructure servers towards the Linux operating system. This is excellent news for the group
and clearly underlines the government’s recently expressed desire to cut IT spending by adopting open
source software. The new contract also confirms the existence of a snowball effect within the French
administration that is favouring Mandrakesoft, which already works with the Ministry of Agriculture and
the Ministry of Culture and Communication. Mandrakesoft now has a proven ability to win major
contracts. This will stand the group in good stead as enthusiasm for Linux grows among
administrations and large companies across Europe.

A major government contract

With 160 decentralised departments including 102 local equipment divisions (DDE), the Ministry controls a huge
computer network covering 60,000 workstations plus servers. The migration towards Linux forms part of the
“Equilinux” project, launched in 2003 and scheduled to end in 2006.

For this particular contract, Mandrakesoft has developed an adapted version of Mandrakelinux.

The Ministry has taken the Mandrakesoft Corporate Club option, which means it will benefit from regular
technological updates, technical support and made-to-measure training.

The Ministry’s choice of Linux also reflects the growing desire among governments and large companies not to
become slaves to the technology they adopt. The independence offered by Linux is a major positive factor in the
decision-making process for those considering migration.

No financial details were released concerning the sums involved in the contract or the overall cost of the migration
for the Ministry.

Recent developments

On July 8, Mandrakesoft published the audited interim results for the period ending 31 March 2004. There were

two key differences compared to the estimated, non-audited figures announced at end-April:

e Operating income fell from €0.21m to €0.16m following adjustments to certain balance sheet charges,
particularly concerning inventories.

e Net profit rose from €0.32m to €0.82m following the writeback of provisions for debts that were not declared
to the trade tribunal in the recent financial reorganisation and which have now passed the foreclosure
deadline.
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We had already integrated a €0.5m exceptional gain in our forecasts. The fall in operating income came at a time
when business conditions for the group were difficult and does not represent any cause for real concern.

On 1 July, Mandrakesoft announced the takeover of Edge-IT, a services and support provider on the Linux market.
This small-scale acquisition adds another string to Mandrakesoft’'s bow and should facilitate the task of managing
contracts with large groups. Edge-IT already works with the OECD, Sciences-Po in Paris and the Bertelsmann
subsidiary Prisma Presse...

Conclusion

This has been a busy week for the group overall. Notwithstanding the results publication, the acquisition of Edge-
IT and the contract with the Ministry of Equipment clearly illustrate the group’s strategy of strengthening links with
large groups and public bodies.

We feel confident that the current dynamism will continue and that other news concerning new contracts and
acquisitions will follow in the coming weeks.
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