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Press release from Nýherji
Reykjavik, 23 April 2008


First Quarter 2008 Financial Highlights

· Sales of goods and services ISK 3,373. million, up by 41% from Q1 2007
· EBITDA ISK 145  million in Q1 2008, was ISK 143 million in Q1 2007
· Operating profit (EBIT) ISK 100 million, down 18,8%
· Losses due to the depreciation of the Icelandic Krona ISK 431 million
· Net loss ISK 341million compared to ISK 105 million profit in Q1 2007
· Nýherji completed the acquisition of TM Software hf for ISK 1,417 million and  the Swedish IT consulting company Marquardt & Parnters AB for ISK 357 million
· A successful new share offering for the nominal value of 45 million at the price per share of ISK 22 completed
· Nýherji sold 9.000.000 million of its own shares at the rate of ISK 22 per share in April

Thordur Sverrisson, Managing Director, comments:

“The quarter was characterized by the passing of several significant milestones in our operations and volatility in financial markets. Nýherji completed the acquisition of TM Software hf and Applicon strengthened its operation in Sweden with the acquisition of the IT consulting company Marquardt & Parnters AB.  As a result over 50% of Nýherji’s revenues are for first time attributable to the sale of outsourcing, software and system integration services rather than the sale of hardware.     

In the light of the tough conditions in financial markets it was particularly pleasing that Nýherji’s new share offering was fully subscribed. The new equity strengthens Nýherji’s balance sheet which was further solidified at the beginning of April by the sale of 3,4% stake of Nýherji’s own shares.

The EBITDA performance of the core business was in line with the company´s plans, but the EBITDA for some of the recently acquired subsidiaries was below expectations. The 28% depreciation of the krona had a significant impact on our bottom line in Q1 with currency losses amounting to ISK 431 million. Despite a net loss of ISK 341 million, all the underlying fundamentals of the business are strong and profitable. We are therefore optimistic about the future performance of the business.” 




Operating Results for Q1 2008	

	Quarterly Overview – Key Figures                                                                                              Amounts in ISK´000                       

	
	Q1 2008
	Q4 2007
	Q3 2007
	Q2 2007
	Q1 2007

	Sales of goods and services
	3,373,436
	3,524,707
	2,750,060
	2,637,312
	2,389,348

	Cost of goods and services sold
	-1,570,268
	-1,975,244
	-1,606,412
	-1,428,510
	-1,307,740

	Gross profit
	1,803,168
	1,549,463
	1,143,648
	1,208,802
	1,081,608

	Salary & salary-related expense
	-1,368,632
	-912,601  
	-770,371  
	-851,036
	-760,894

	Operating expenses
	-387,553
	-485,899     
	-217,166     
	-230,002     
	-206,578     

	Operating profit (EBIT)
	100,000
	190,172
	155,551
	132,343
	122,122

	Net financial expense
	-512,849
	-48,680
	-57,492
	-5,744
	16,018

	Profit before income tax
	-413,798
	140,843
	101,400
	128,905
	137,040

	Income tax
	-72,401
	-88,258
	-8,089
	-24,849
	-32,108

	Profit (loss) for the period 
	-341,397
	117,631
	93,311
	104,056
	104,932

	EBITDA
	145,291
	220,400
	184,368
	156,664
	143,114

	EBITDA ratio
	4,3%
	6,3%
	6,7%
	5,9%
	6,0%

	Fulltime Equivalent Employees
	734
	482
	464
	453
	386




Sales of goods and services in the first quarter amounted to ISK 3,373 million, compared to ISK 2,389 million during the same period last year. Sales have therefore increased by 41%. Revenue in Iceland amounted to ISK 2,691 million while revenue abroad were ISK 682 million.

Salary and salary-related expenses were ISK 1,369 million but amounted to ISK 760 last year. The total number of fulltime equivalent rose during the same time from 386 to 734 With the acquisition of TM Software and Marquardt & Partners, the group took on board 250 new employees.  

Operating expenses totalled ISK 389 million in the first quarter of 2008 while they were ISK 206 million at the same time last year. Profit before depreciation, financial expenses and taxes (EBITDA) was ISK 145 million ISK during the period but amounted to ISK 144 million the year before. 

Net financial expenses totaled ISK 513 million compared to net financial income of ISK 16 million the year before.  Higher financial expense was caused by a 28% deprecation of the Icelandic krona. As a result Nýherji recorded a quarterly loss of ISK 341 million, the first quarterly loss since Q1 2004, while profit during the first quarter last year amounted to ISK 105 million.


	Consolidated Balance Sheet – Key figures                                                                                Amounts in ISK´000          

	
	31.3 2008
	31.12. 2007
	% Change

	Non-current assets
	4,938,095
	2,363,717
	109%

	Current assets 
	4,157,001
	3,297,573
	26%

	Total assets
	9,095,106
	5,661,290
	61%

	
	
	
	

	Equity
	2,404,491
	1,763,961
	36%

	Non-current liabilities
	2,684,962
	1,180,633
	127%

	Current liabilities
	4,005,653
	2,716,696
	47%

	Total equity and liabilities
	9,095,106
	5,661,290
	61%



	
Total assets at the end of the period were ISK 9,095 million compared to ISK 5,661 million at the end of last year, an increase of 61%. Equity at the end of the quarter amounted to ISK 2,405 million an increase of 36% from the year-end 2007. Non-current liabilities increased from ISK 1,181 million to ISK 2,685 million while current liabilities increased from ISK 2,717 million to ISK 4,006 million during the same time. In April 2008 Nýherji sold 3,4% of own shares, increasing the equity by ISK 198 million

Business Overview
Sale of system integration products and services grew rapidly in the first three months of the year with considerable increases recorded in the sales of storage, servers and outsourcing services.  Sale of digital living solutions rose significantly from last year while sale of other end-user solutions remained flat in the quarter. The sales performance at Applicon was buoyant in Denmark while it remained flat but in line with plans in Iceland. Sales at TM Software and other subsidiaries were somewhat below plans.

External Growth
Nýherji’s strategy has been to supplement its organic growth with external growth through targeted investments in new markets and in solutions that are considered strategic to the future growth of the business in its current markets.  In line with this strategy, Nýherji completed the acquisition of the IT company TM Software hf. The objective of the acquisition was to strengthen Nýherji’s offering of outsourcing and hosting services as well as in the development of ERP and other software solutions for business markets. Prior to the acquisition, the operations of Theriak Medication Management, a subsidiary of TM Software, was sold to a third party. The proforma sales for the continuing business of TM Software amounted to ISK 2,384 million in 2007 which generated around ISK 189 million in EBITDA. The acquisition of TM Software was unconditionally approved by the Icelandic Competition Authority 

The value of the total share capital of TM Software was ISK 1,417 million. In connection with the acquisition, Nýherji issued new shares of nominal value 45 million at the price of ISK 22 per share of which 15,9 million were used to as a payment to the sellers of TM Software with the remainder being sold to current shareholders and employees of the group. The new share offer was fully subscribed with 81 shareholders and employees registering for the shares.

During the month of January 2008, Applicon Sweden AB, a subsidiary of Nýherji, acquired all the shares in the Swedish IT consulting company Marquardt & Partners. The objective of the acquisition was to strengthen Applicon’s organization in Sweden, broaden its solution offering to include Calypso, a software solution for investment banking,  and strengthen Applicon’s customer base in Sweden. Marquardt & Partners employed 20 highly experienced consultants with deep expertise in servicing the Swedish financial service sector. With the acquisition the number of Applicon employees in Sweden rose to 32.

Integration
At the start of the year Tölvumsidjan ehf., a hosting company that Nýherji acquired in 2006, was fully integrated with the hosting division of Nýherji.

Prospects
The volatility of financial markets could impact demand for IT solutions in the second half of the year. Prospects for the second quarter are though quite good, with sufficient projects in the pipeline.     

Acceptance by the Board of Directors
The Nýherji hf. Consolidated Financial Statements for the first quarter of 2008 were approved at a meeting of the Board of Directors 23 April 2008. The statements are prepared in compliance with International Financial Reporting Standards.

Financial Calendar for 2008
The estimated dates of publication of interim and annual financial statements relating to 2008 are as follows:

Second quarter 2008 results		18 July 2008
Third quarter 2008 results		17 October 2008		
Fourth quarter and annual 2008 results	23 January 2009
2009 Annual General Meeting		6 February 2009

About Nýherji
Nýherji´s mission is to create added value for its clients utilizing its staff’s expertise in IT, business operation and its clients’ needs. Nýherji offers first class consultancy and professional service in the field of IT as well as quality computer, office and software products along with solid technical and business operating services. Nýherji’s subsidiaries number 22 in Iceland and abroad, and full-time equivalent employees at the end of the period totaled 734. Nýherji’s stock is registered with OMX in the Icelandic Stock Exchange.

Members of the Board are: Benedikt Jóhannesson, Chairman, Árni Vilhjálmsson and Guðmundur Jóh. Jónssson. Nýherji’s CEO is Þórður Sverrisson.


image1.jpeg
™

NYHERIJI




