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In the first months of 2007 the economic trends that had characterized the previous year continued: a slight, 

but steady slowdown in the pace of growth, soaring industrial output and export volumes, a significant fall 

in the growth of private consumption, and a high public finance deficit. 

In the second quarter of 2007 confidence in the economy grew; the public finance position developed 

somewhat more favorably than had been expected, and the Hungarian forint remained consistently strong. 

Confidence among service-sector companies largely stagnated, while in the agricultural, industrial and trade 

sectors, there was a notable growth in confidence. As regards sales revenue, the top-line growth of 

companies was both cause and effect of improving levels of confidence. Despite skepticism regarding 

access to EU funds, the average number of submitted applications for support rose among small and mid-

sized companies.  

 

In terms of the effect of the above trends on the IT market, many companies and third-sector institutions 

adopted a wait-and-see attitude in the first quarter of 2007, but nonetheless used the time to conduct or 

complete the planning and preparation of certain larger projects. 

The IT investments launched in the second quarter of the year gave a notable boost to the market, though 

this trend is expected to lose momentum in the third quarter due to seasonal factors and changes in 

economic conditions. In the period just passed, details regarding the EU funds that can be applied for were 

finalized, with the approval of Brussels. Due to the implications they have for information technology, the 

tenders that will be issued in the second half of the year will have an effect on the IT market, though the 

financial impact of these will for the most part only be felt next year due to the time required for issuing the 

tenders and assessing bids. 

 

The Synergon Group posted a profit after tax of HUF 200 million in the second quarter of 2007, and thus 

the cumulated result for the first half was a loss of HUF 176 million. The foreign subsidiaries contributed to 

the growth in the after-tax profit of the Synergon Group with their own positive results, both as regards the 

latest quarter and the cumulative period. Synergon and its two Hungarian subsidiaries closed the period 

with a high, 36%, gross margin, while Fibex’s restructuring under the direction of its new manager was 

completed. 
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Synergon Plc realized a profit after tax of HUF 168 million in the second quarter. Sales exceeded those of 

the first quarter by a third, while sales of internal capacities were also far more robust than previously, and 

thus the company achieved a 5% operating profit during the second quarter. The factor behind the 

significant improvement in results in the second quarter was the structural and organizational changes that 

had been implemented previously. 

 

The performance of Fibex in the first and second quarters reflected the uncertainty caused by the multiple 

changes of manager. The professional who was appointed to the top position in May of this year, however, 

pressed ahead rapidly with the streamlining of the company’s organizational structure and sales processes. 

The new director wasted no time in putting together a dynamic team of professionals, and by the end of the 

quarter the organization had stabilized; thanks to the major transformation it has undergone, the company is 

now serving its customers with new, enhanced services and a portfolio of state-of-the-art products. 

 

In the second half of 2007 Infinity achieved sales that were higher than in the previous period, at HUF 

1,422 million, with this accounting for 18% of the group’s sales. The company closed the last six months 

with a positive operating result of HUF 14 million and an after-tax profit of HUF 16 million, and the 

stability of operations even allowed it to retire a loan to the parent company in an amount of HUF 83 

million. The intensive organizational-development and value-creating activities conducted at the foreign 

subsidiaries have led to a notable turning point; the sales teams have been set up, and the atmosphere at the 

companies is enthused with a can-do attitude and strong sense of common purpose. 

 

Span posted sales revenue for the first half-year of HUF 1,001 million, which was 6% lower than in the 

base period. Within overall sales, the share of services fell. The company’s result in the second quarter was 

based on a large state license purchase, which contributed one million kuna to the firm’s margins. Staff cuts 

helped reduce operating expenses by 13%. The company achieved a cumulated result of 10 million kuna.  
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ANALYSIS OF SYNERGON GROUP’S RESULTS IN THE FIRST HALF OF 2007 
 
MONTHS I-VI 
 
Comparison of the six months ended 30 June 2007 with the same period of 2006 

The 2007 figures in this report are non-audited, have been compiled in accordance with IFRS, and are based 
on the consolidated balance sheet and profit-and-loss statements. The reporting currency of the group is 
Hungarian forint, and thus the analyses contained herein have also been prepared on a Hungarian-forint 
basis.  

The data-presentation structure in the flash report includes certain changes compared to the previous periods, 
which have been introduced to ensure compliance with the latest IFRS rules and to further enhance 
transparency. To ensure comparability, the base data of the flash report has been presented in a breakdown 
that matches the structure used in the latest reporting period.  
 
Analysis of Synergon Group’s results as at 30 June 2007  
 

 

Sales revenue 

In the second quarter of 2007 the Synergon Group 
achieved sales revenue of HUF 1,486 million 
more than in the first quarter. The HUF 8,095 
million in sales revenue posted in the first six 
months represents a fall of 19% compared to the 
sales revenue of the base period. The decline in 
the group’s sales revenue in 2007 was to a large 
extent due to Synergon Information Systems Plc 
and, to a lesser extent, Span d.o.o and Fibex. The 
performance of Infinity a.s for the quarter just 

passed represents an improvement relative to the 
base period. 

Within the company group, in terms of their half-
year performance Synergon/SAO/SRS posted 
revenues that represented a year-on-year decline 
of 24%, with the sales of Fibex also falling 
significantly, by 34%, and Span’s sales revenue 
declining by 6%. Among the member companies, 
Infinity alone realized a growth relative to the 
base period; its sales rose 12% in the first quarter, 
and, cumulatively (i.e. over the first two quarters 
combined), it sold 2% more than in the same 
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period of 2006. The significant, negative 
difference relative to the base figure posted by 
Synergon/SAO/SRS was due to the effect of the 
profits realized in 2006 on two mega-projects 
(Magyar Telekom’s purchase of optical CWDM 
devices; state administration – OSL license 
agreement). As a consequence of the market-
related factors mentioned in the introductory 
section of this report, no assignments of a similar 
size were completed in the first six months of this 
year.  

In terms of the breakdown of Synergon Group’s 
sales by sector, the telecommunications sector 
accounted for 13% of total sales in the period, the 
financial sector for 16%, industry, public utilities 
and transport for 30%, and the state sector for 
13%. Other sales, not classified in any particular 
sector, amounted to 17% of the total and, in the 
first quarter of the year, a new segment was 
defined under the name “New Business”; at the 
end of the second quarter, 10% of sales revenue 
was listed as originating from this segment. 

In the first six months of 2007, services accounted 
for 30% of sales, which is 5 percentage points less 
than the equivalent figure of the base period. This 
change was due to lost working resulting from 
holidays taken in the second quarter, a factor that 
was not fully offset by the positive effect of the 
portfolio cleaning measures implemented in the 
first quarter. 

Direct costs of products and services sold  

Costs of sales are made up of the costs of products 
sold, the cost of raw materials, and the costs of 
engaging subcontractors. The costs of products 
and services sold fell by 24% in the first six 
months of the year, or by 5 percentage points 
more than the growth in sales – from HUF 6,872 
million in the first half of 2006 to HUF 5,257 in 
2007. Costs of goods and services amounted to 
65% of sales revenue, which is 4 percentage 
points less than the 69% calculated in respect of 
the base period. A significant, 6% saving resulted 
from a large project conducted by Synergon Plc, 
which required only a minimal use of 
subcontractors as, based on the terms of the 
contract, it was able to implement the work using 
its own resources.  

Net margins 

In the reporting period, the net operating margin 
of the company group, that is, sales revenue less 
direct costs, fell by 9% compared to the previous 
period. The cumulated fall in margins was largely 
the result of lower output in the first quarter. At 
the same time, however, operating margins posted 
in the second quarter represented a growth of 
13%. The performance of Synergon/SAO/SRS 
contributed greatly to the HUF 200 million 
increase in operating margins in the second 
quarter, with the latter achieving a 23% growth in 
operating margins relative to the 2006 base 
period, which was essentially due to the project 
work implemented without the involvement of 
subcontractors. Span’s second-quarter 25% 
margin increase, even when combined with the 
more modest margins achieved in the first quarter, 
resulted in a 10% increase compared to the base 
period, which was largely down to its success in 
selling its own capacities. Infinity’s performance 
in terms of margins was 12% below that of the 
previous year, with the reason for this being its 
large-volume hardware sales, on which a lower 
margin can be realized. 

The 35% operating margin achieved by the Group 
exceeded the previous year’s figure by 4 
percentage points, with the bulk of this result 
achieved by Synergon Plc through the project 
work that it itself implemented, which contributed 
a fourth-quarter increase to gross margins of HUF 
223 million.  

Operating costs 

Operating costs in the reporting period amounted 
to HUF 3,053 million, with this representing a fall 
of 2% compared to the base period. Operating 
costs in the last quarter fell by virtually the same 
extent as in the first, with a 2% saving being 
achieved in the second three-month period and 
1% in the first quarter.  

Operating result 

The Synergon Group’s operating profit in the 
second quarter was HUF 191 million, which, in 
absolute terms, exceeded the HUF 406 million 
loss of the first quarter by HUF 597 million. The 
operating Q2 result of Synergon/SAO/SRS 
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represented an improvement of HUF 513 million 
over the first quarter.  

Result of other revenues and expenditures 

The fines that had affected the result of the base 
period no longer applied in the reporting period. In 
the second quarter, the profit of the reporting 
period was, in Infinity’s case, the result of 
reclaimed tax. The company successfully defended 
its position, and thus the tax shortfall that it had 
paid in 2005 but that had not subsequently been 
substantiated, was repaid to the company by the tax 
authority in the second quarter. The first-quarter 
profit was due to gains on the sale of fixed assets 
and to the write-back of impairment previously 
recorded in relation to the Croatian subsidiary. 

Net result of financial transactions 

The combined result of financial transactions in 
the first two quarters of 2007 was a profit of HUF 
18 million. Due to movements in the forint 
exchange rate in the first half-year, the Group 
booked a loss of HUF 43 million. The positive 
result was produced by interest revenues realized 
on financial assets in a value of HUF 45 million, 
as well as discounts received on payments made 
to suppliers in time, which amounted to HUF 16 
million.  

Profit after tax  

The high positive result of the second quarter had 
an impact on the losses after tax (less minority 
interests due to the parent company) of the 
Synergon Group, with the previous loss halving to 
HUF 176 million by June 2007. The result of the 
second quarter was a profit of HUF 200 million. 

As regards the structure of the profit, there were 
some notable differences between the years 2007 
and 2006. In 2006 the negative operating result 
and the close-to-zero profit were counterbalanced 
by the positive results of financial transactions 
and other items, and thus the second quarter 
closed with a profit of HUF 3 million and with a 
cumulated profit of HUF 23 million. In contrast to 
this, in the second quarter of 2007 an already 
positive HUF 190 million operating result was 
improved further, to the tune of HUF 10 million, 
by the results of financial and other transactions. 
There was a significant turning point in the 
reporting period in that the foreign subsidiaries 
became profitable, and this also had a notable 
impact on the development of group-level results 
in 2007. Span and Infinity together contributed 
HUF 35 million in profits to the improving 
performance of the Synergon Group. 

 
 

Analysis of headcount developments at the Synergon Group 
 

The average headcount figures of the Synergon Group are set out in the following table. In the reporting 
period, a 2%-4% growth occurred in both the average and closing aggregate headcount at Synergon 
Information Systems Plc, SAO-Synergon Ltd and Synergon Retail Systems Ltd. Fibex operated in the first 
half of 2007 with a headcount that was on average 5% lower than in the previous year. The number of staff 
employed at Infinity fell continuously over the period, while at Span, headcount fell significantly, both in 
terms of average numbers (down 17%) and in terms of the closing figure (down 24%).  
 
The group-level average headcount to 30 June was 533, compared to 538 a year earlier. 
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Analysis of the companies of the Synergon Group 
 
The following table shows the division of the company group’s sales and other revenue, broken down by 
company. 

 
 
Structure of revenue 
 
The sales performance of SAO-Synergon Ltd has 
been presented together with the results of 
Synergon Retail Systems Ltd and Synergon Plc in 
aggregate, in a consolidated manner; that is, 
stripped of double-counting arising from 
transactions between them. 
 
In the reporting period, Synergon Plc, SAO-
Synergon Ltd and Synergon Retail Systems Ltd 

contributed 65% of the total revenues of the 
Synergon Group – in a consolidated manner, 
cleaned of double counting. The relative 
distribution of revenues among the separately 
presented Fibex, Infinity and Span in respect of 
the individual periods reveals a minor change in 
favor of Infinity. The relative contribution of 
Fibex within the group continued to fall, while 
Span’s HUF 1,001 million revenue was 
proportionately much the same as it had been 
previously, representing some 11-12% of the total.  

  
Synergon Information Systems Plc 
Synergon Information Systems Plc is the 
Synergon Group’s Hungarian company, and 
legally, as the main shareholder of the rest of the 
member companies, it occupies the position of 
parent company within the group. A description of 
the activities of Synergon Information Systems 

Plc and a more detailed presentation of the 
company can be found in both Hungarian and 
English on the company’s website, at 
www.synergon.hu, www.synergon.hu/en. A 
description of the activities of SAO-Synergon Ltd 
and a more detailed presentation of the company 
is available at www.sao.hu.  

 



                

 
Financial results of Synergon Information Systems Plc in the 6-month period from January 1, 2007 to June 30, 2007  
  8/29  

 

Results 

The second-quarter sales of Synergon Information 
Systems Plc, SAO-Synergon Ltd and Synergon 
Retail Systems Ltd exceeded the previous year’s 
sales by 5%, while consolidated sales in 2007 
(HUF 5,257 million) were 24% lower than in the 
same period of 2006 (HUF 6,936 million).  

The share of service revenues within the 
company’s total sales revenue (27%) was 7 
percentage points lower in the base period (34%). 

The expenses of the asset-sale projects as well as 
subcontractor costs fell, as they had in the first 
quarter. On a consolidated basis, expenses fell by 
a greater extent than sales revenue, by 30%. The 
lower expenses in the period under review, and 
the 23% increase in operating margins in the same 
period, were due to work on the large project that 
the company implemented on its own, without 
resorting to subcontractors. 

Alongside a minor decline in revenues and a more 
notable fall in costs, operating margin fell in 
absolute terms, although as a percentage, margins 
at the company improved by 4 percentage points. 
Gross margin varied between 31% and 39% in the 
reporting period, which represented a 3-5 
percentage-point improvement compared to the 
28%-33% of the base period.  

The HUF 163 million in operating profit realized 
in the second quarter effectively halved the HUF 
350 million operating loss of the previous quarter, 
resulting in a loss of HUF 187 million for the first 
half overall.  

The one-off, large expenses that had impacted the 
result of ‘other revenues and expenses’ in the 
previous year did not occur again in the period 
under review, and the result of the sale of tangible 
assets was negative.  

Within the result of financial transactions, there 
was interest revenue of HUF 58 million and a 
HUF 33 million loss due to exchange rate 
movements in the reporting period, which 
together resulted in a net gain of HUF 25 million.  

The consolidated after-tax result was a loss of 
HUF 184 million. This result was determined by 
the fact that the company was unable to offset the 

HUF 1.8 million in lost sales revenue and the 
related operating margins in the first quarter.  
 
Operating Environment 
 
Economic trends in the first half of 2007 

In the first months of 2007 the economic trends 
that had characterized the previous year 
continued: a slight, but steady slowdown in the 
pace of growth, soaring industrial output and 
export volumes, a significant fall in the growth of 
private consumption, and a high public finance 
deficit. 

In the second quarter of 2007 confidence in the 
economy grew; the public finance position 
developed somewhat more favorably than had 
been expected, and the forint remained 
consistently strong. 

While confidence among service-sector 
companies largely stagnated, in the agricultural, 
industrial and trade sectors, there was a notable 
growth in confidence. As regards sales revenue, 
the top-line growth of companies was both cause 
and effect of improving levels of confidence. 

Despite skepticism regarding access to EU funds, 
the average number of submitted applications for 
support rose among small and mid-sized 
companies.  

In terms of the effect of the above trends on the IT 
market, many companies and third-sector 
institutions adopted a wait-and-see attitude in the 
first quarter of 2007, but nonetheless used the 
time to conduct or complete the planning and 
preparation of certain larger projects. 

The IT investments launched in the second quarter 
of the year gave a notable boost to the market, 
though this trend is expected to lose momentum in 
the third quarter due to seasonal factors and 
economic developments. In the period just passed, 
details regarding the EU funds that can be applied 
for were finalized, with the approval of Brussels. 
Due to the implications they have for information 
technology, the tenders that will be issued in the 
second half of the year will have an effect on the 
IT market, though the financial impact of these 
will for the most part only be felt next year due to 
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the time required for issuing the tenders and 
assessing bids. 

As far as the state administration, public 
administration and healthcare fields are 
concerned, there were essentially two 
developments of note. The first was that the 
National Development Plan (NFTI) projects 
entered their final phases, and that preparations 
were made for their ultimate closure at the end of 
the summer. The second was that more precise 
details of the IT projects included under the New 
Hungary Development Plan (ÚMFT) were 
released, and preparations began in anticipation of 
the tenders that are expected to be issued in 
relation to these projects in autumn.  

Given that the priority project areas and the IT 
developments related to the state reform initiatives 
have now been clarified, together with the various 
IT tasks related to the restructuring of the 
healthcare sector, we regard it as a matter of 
urgency and importance that these objectives be 
integrated into a consistent, overarching 
development program at the company, so that if 
any partial elements of the projects need to be 
implemented, we will be ready to deliver viable 
solutions that are fully compatible with the 
uniform systems elaborated.  

In the healthcare field, the partnership with Cisco 
essentially continues to determine the direction we 
take. An excellent example of this cooperation is 
the system installed and already in use at the Jósa 
András hospital in Nyíregyháza, which is one of 
the largest systems of its kind anywhere in the 
country. Our own concept related to the provision 
of IT support systems for the outpatient centers 
that are to be developed has been elaborated, and 
this could well constitute an important aspect of 
the tenders regarding this matter, which we expect 
to be issued at the start of autumn. 

As winners of the Edelény Hospital project that 
was part of the northern-Hungary HEFOP 
(Human-Resource Development Operative 
Program) tender, we successfully completed the 
investment this quarter, and we reached the final 
milestone in the Szekszárd Hospital project, in 
which we are participating as a subcontractor of 
Humansoft. 

In the public administration field, we won a tender 
related to the fifth broadband internet-
infrastructure development project, in the town of 
Kalocsa – a project worth more than a quarter of a 
billion forints. In addition to this, we commenced 
bidding in relation to several, similar tenders 
currently in progress. The four projects of ours 
related to this category that are currently being 
implemented have moved into their final phase, 
and will be ready for handover at the end of the 
summer or the beginning of autumn. Indeed, in 
several locations pilot operations are already 
underway, and as the ultimate beneficiaries of the 
NFTI tenders, households are already able to 
enjoy broadband internet-based services. At the 
start of the summer, at various professional 
roundtable discussions, Synergon presented its 
ASP-based regional solution-proposal to the 
municipalities, which, based on its technical 
content, will provide effective support to several 
organizations. Naturally, this is harmony with the 
ideas that have already been communicated to the 
oversight authorities and institutions. 

In the state administration field, there has 
unfortunately been a delay in the issuing of 
tenders related to the key projects, and these are 
now expected to be delayed until the autumn 
period. More definite tender-issuing activity was 
evident in the higher education field, in terms of 
investment and developments related to ERP 
systems. Both the Budapest Technical University 
and ELTE University have issued tenders in this 
matter, for which we are competing hard, and 
which we expect to be completed by the end of 
the summer. 

Also of note is the tender issued by national 
railway company MÁV for the development of an 
IP network, which is one of the most substantial 
network-development projects to have been issued 
so far this year.  

The above examples also show that in this sector, 
there are essentially two development tracks that 
can be clearly differentiated: one relates to 
network developments, and the other is based on 
business and enterprise management systems. 
This tendency is also clearly evident in the ideas 
that have been elaborated in relation to other, 
future projects. 
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In the telecommunications and media sector, the 
tendency for telecoms companies to spend less 
than they had in 2006 on additional service-
provider network developments and capacity 
expansions – which represent the traditional sales 
areas for Synergon – continued. This meant there 
were reduced sales opportunities in the sector 
relative to the extraordinary sales revenues 
achieved in this field in the same period of the 
previous year. 

In line with the trend towards consolidation that 
continued to typify the market, following the 
approval by the Competition Office of HTCC’s 
acquisition of Invitel Zrt, the management of the 
newly created company set about the task of 
unifying its IT and network infrastructure. As a 
part of this, a number of projects were launched, 
and of these, Synergon won the mandate to supply 
the Sun platform for the new unified invoicing 
system, as well as the related software-
infrastructure licenses. 

In addition, we successfully competed in a tender 
to supply the hardware components related to the 
expansion of the SAP system, and we expect there 
to be a number of smaller, supplementary orders 
in relation to this area. 

The sale of network-management solutions, and 
the concluding of support agreements related to 
these, figure highly in Synergon’s strategy. In 
these fields, through the ‘T’ Group (Magyar 
Telecom), we succeeded in winning several high-
volume projects during the course of the quarter, 
including, for example, the further extension of 
the Netcool network-management system and the 
implementation of the Voyence configuration-
management solution. 

Unfortunately, in contrast to the original plan, 
these projects will not start to be implemented 
until the third quarter. 

Synergon is regarded as a major supplier at T-
Kábel Hungary Kft, including in the area of 
optical network construction, where, on the basis 
of supplier framework agreements, it continued 
building out optical systems in the quarter under 
review. 

Since in the course of this year, cable-TV services 
have been afforded greater emphasis in sales, we 

are now treating Fibernet Ltd and other service 
providers as priority customers. As a result of this 
approach, we successfully closed new Harmonic 
optical device-supply transactions, and a 
Harmonic management-system sale was also 
made. In the near future, the sale of Cisco-based 
systems is also planned for Fibernet.  

Within the sector, we increased our focus on 
smaller telecom service providers, where we 
continue to see opportunities in projects related to 
the introduction of bundled services (3play), in 
addition to reinforcing our presence in more 
traditional, operation-support areas. 

As a result of our focused approach to sales, we 
also submitted offers in relation to VIOP 
technology to two service providers in the course 
of the quarter.  

Among online, electronic and print media 
companies, we were successful in renewing our 
Microsoft license agreement with Sanoma Zrt, 
and we expect there to be further opportunities for 
sales in relation to Microsoft products in the 
future – for example, in the MS Project 
Management field. 

After the successful updating of the National 
Telecommunications Authority’s ERP (SAP) 
system, we plan to launch numerous, smaller SAP 
projects in the coming period, such as the 
introduction of a new module (PM), the solving of 
the archiving issue, the partial introduction of the 
HR module, and the updating of the access-
authorization system, although, in contrast to the 
original plans, these projects will not be 
implemented until the third and fourth quarter. 

Of the various new opportunities that exist, our 
plans included sales of support solutions for 
document management, as well as enterprise 
project management and teamwork management, 
and of these, we have already submitted a bid for 
a document and content-management solution to a 
major domestic telecoms service provider.  

In the second quarter of 2007, in the bank and 
financial institutions sector we continued to press 
ahead in line with the approved strategy, which 
essentially stipulates two broad tracks. We need to 
maintain the leading position we have secured in 
the infrastructure fields, and at the same time, we 
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need to shift towards the banking field. We have 
already succeeded in implementing a number of 
important projects in this area, which should serve 
as excellent references for us – among others, at 
Erste Bank Hungary Nyrt. and Raiffeisen Bank 
Zrt.  

Perhaps the most challenging task in the sector is 
to secure large-revenue projects, since currently 
these are not typical of the assignments being 
conducted, while certain projects that we could 
otherwise have relied on to bring in significant 
revenues have been postponed, for the most part 
until next year. Clients have generally set 
themselves the objective this year of expanding or 
refining their existing infrastructure, and of 
developing the systems necessary for meeting 
their business requirements. 

Perhaps the greatest achievement to date this year 
is that we succeeded in concluding a new, four-
year contract for operation-support services with 
the Hungarian Development Bank (MFB Rt.). 
Under the contract, worth a total net HUF 1.2 
billion, Synergon’s task will be to provide 
operational support for MFB’s IT infrastructure, 
as well as trouble-shooting, preventive 
maintenance and consultation, and to implement 
the related IT developments. 

We also closed a large project in the second 
quarter: we completed and handed over the 
National Bank of Hungary’s data-storehouse 
system, which had taken us nearly 3 years to 
develop due to the system’s complexity. Thanks 
to the work of its highly qualified experts, 
Synergon was able to deliver a substantive and 
highly sophisticated business solution in the 
banking area – one that only the most expert 
companies in the field are capable of providing. 
Once again, Synergon demonstrated that is a 
reliable service provider for all financial 
institutions to which it supplies business critical 
systems.  

In Q2 of 2007 the demand for implementation of 
security systems strengthened, and a new project 
related to security solutions was commenced in 
the quarter at a leading insurance company.  

Overall however, the market this year shows clear 
signs of slowing down compared to the previous 

years, and this was already evident in the first 
half. The key to fulfilling our plans for the year 
lies in our ability to react flexibly and rapidly to 
client needs in this unusual environment. Based 
on the present situation, it appears that we will be 
successful in doing so, and that we will be able to 
close the year having fulfilled our plans. 

In the second quarter of 2007, the industrial and 
services sector accounted for HUF 554 million in 
revenue, or 16.5% of Synergon Plc’s revenue for 
the quarter. This represents a decline in both 
absolute and relative terms compared to the HUF 
741 million in revenue in the second quarter of 
2006, as well as a shortfall compared to the target 
for the quarter of HUF 912 million in revenue. 
The Consultancy Department of the Business 
Solutions Division posted revenue that was HUF 
130 million less than in the same period of the 
previous year. In both cases, this is due rather to a 
temporary delay in realizing revenues, rather than 
to any underlying loss of revenues or business. 

A fall in revenue relative to the same period of the 
previous year of HUF 182 million resulted in a 
HUF 55 million decline in margins. Besides the 
significant falls in sales revenue, the direct cost of 
sales in the segment was 37%, which was also 
below the 45% level of the previous year. 

When evaluating the sale activity in the segment it 
is important to note that the number of our key 
account managers fell further, and was less than 
two-thirds that of the previous year, though 
naturally an expansion in headcount is now 
underway. 

Among the successes of the second quarter, the 
SDH network project won at an electricity 
supplier’s should also be highlighted, as should 
the e-learning project currently underway at 
Slovnaft, while the Microsoft license sale to the 
MVM group also contributed significantly to our 
revenues in the quarter. Our strategic objectives 
have not changed; we continue to work together 
with the experts at Business Solutions and at the 
Infrastructure Division in several key client areas. 
This is the case with regard to several of our 
clients engaged in machine production, who have 
introduced MFG, Oracle and Cognos BI, and 
EMC Document – areas in which we would like 
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to strengthen our technical and commercial 
competences to secure a market-leading position. 

In cooperation with the Business Solutions 
Division, among the various IT applications, we 
have decided to focus on areas that will help to 
effectively support our sales to the industrial and 
service sectors. Within our key client base in the 
industrial and services sector, we are treating 
energy companies and utilities providers, as well 
as pharmaceutical and chemicals companies, as 
preferred segments. With the passing of the 
electricity act, the liberalization of the power 
industry was propelled to a new stage. The new 
regulations, and economic imperatives bring with 
them new IT-related problems, for which 
Synergon, working in partnership with its key 
clients, is developing IT proposals and solutions.  

Synergon Plc has just closed the second quarter of 
2007, which is at the same time the first quarter 
since the New Business division was established. 
Despite the relatively short period of time that has 
passed since its inception, the division has – quite 
un-typically of a new line of business – succeeded 
in largely fulfilling the strategic objectives that 
had been set for it. During the second quarter, we 
strengthened our market position by meeting the 
needs and expectations of the growing and fast-
changing SME sector.  

The division’s sales revenue was HUF 505 
million, which was only just shy of the Q2 
revenue target. As may expected in view of the 
characteristics of customers typical of the sector, 
the distribution of revenue was mainly 
concentrated around a larger number of – by 
Synergon’s standards, at least – relatively small-
ticket projects. Of the customers involved, there 
were a notable number of retail enterprises, 
typically clothing and food retailers, who had 
already been clients of ours before, as well as 
companies that have only recently entered the 
Hungarian market. We have also had some 
notable successes with companies operating in the 
entertainment industry, as well as in car-trading 
and production, and are continuing to make efforts 
in these fields. 

In the remaining months of the year, we expect to 
see a strengthening of the competition, and 
therefore we intend to continue working towards 

our clearly formulated strategic goals, providing a 
comprehensive service to meet the needs of the 
SME sector, and strengthening our national 
partnership network. We will concentrate our 
resources on key growth areas, so that we can 
fulfill the objectives for 2007 in the remaining 
half of the year as we have in the first. It is a 
conviction of ours, and a goal of our business 
strategy, that we should create a consistent 
harmony between the company’s future direction, 
the needs of users, and the rapidly expanding 
opportunities emerging in the IT field. 

Strategic marketing 

Synergon’s newly established Strategy, Marketing 
and Business Development Directorate focuses its 
activity on the company as a whole, on asserting 
corporate interests and furthering the achievement 
of the organization’s goals. The four key areas of 
the directorate’s activities are sales support, 
strategic marketing, product development and the 
partner management program designed to expand 
the sales channels. 

Sales Support is responsible for standardizing the 
documentation system relating to the entire 
business process in terms of content, concept and 
image, coordinating the operation and 
development of the CRM system that handles 
customer care processes, business projects and 
sales forecasts, and is also in charge of the 
marketing activities that directly support sales. 
The CRM system was upgraded in early June, 
which, in addition to providing wider access, 
allows for simpler handling, as well as for the 
integration of lead management and other 
marketing activities into a uniform system. The 
department managed the company’s appearances 
and developed the related concepts at the 
following major business and trade events (among 
several others), either in the form of events 
organized internally or in the form of external 
events: Conference of the Hungarian Hospitals 
Association, EGVE (Association of Healthcare 
Business Managers) Conference, Networkshop, E-
GO (information technology for municipalities) 
Conference, Oracle HOUG Conference, Cisco 
Summer Night Party, and various partner-
management program roadshows (Nyíregyháza, 
Zalaegerszeg, Tatabánya, Gy� r).  
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Among the trade events, Synergon’s own 
conference entitled ‘Liberalized 
telecommunications in the CEE region’ received 
special attention. The invited speakers presented 
the benefits of virtual mobile services from the 
technology and regulatory perspectives, taking 
into account the needs of both service providers 
and prospective clients. Chairman of the Board 
Dr. Zoltán Jeszenszky spoke about the 
characteristics of the Hungarian market and the 
possible involvement of Synergon’s MVNO 
(Mobile Virtual Network Operator) in the area of 
virtual mobile services. The trends of recent years 
clearly show that information technology and 
telecommunication are becoming increasingly 
intertwined at all levels, and therefore Synergon 
must focus more intently on the 
telecommunication field, both strategically and 
from the business point of view. Instead of 
competing with the big mobile service providers, 
Synergon wishes to maintain its existing good 
relations with them, and – if possible, in 
partnership with them – would like to be the 
number one player in the local virtual market, 
primarily through the supply of IT equipment and 
through investment. 

As in previous years, Strategic Marketing 
manages business intelligence and the company’s 
knowledge base, collects and compiles data and 
prepares reports in connection with clients, 
industries, products and competitors – in respect 
of the entire vertical continuum of the company’s 
operations. The department is also responsible for 
ensuring the company’s presence in industry 
databases and for representing the company in 
relevant external trade work groups and 
organizations. An increasing emphasis is being 
given in operations to developing procedures and 
tools for improving efficiency and to building 
business models. Accordingly, Strategic 
Marketing also elaborated the processes of the 
New Business section, set up on April 1, and 
ensured constructive cooperation with the partner 
management program. As a result of the 
coordination and professional support of the 
process of strategy formation that began in the 
second half of the first quarter, the company’s 
strategy has been drawn up, and the expectations 
and ideas for guiding day-to-day work in the 

short, medium and long term have been 
formulated at the level of the business divisions as 
well. 

A survey and analysis of products and solutions 
has been conducted in the newly restructured 
technical areas, based on which we have 
determined the components of the product 
portfolio and the uniform product-documentation 
system. Through elaborating and implementing 
the business development process, two new 
product development projects have been launched 
for the banking and the municipal sectors. The 
product managers’ network has been built, the 
responsibilities of product managers have been 
elaborated, and a concept for professional 
coordination has been drawn up, as has a system 
for the management of requests and proposals for 
portfolio expansion and business partnership. 

The partner management program continued its 
nationwide roadshow in the second quarter. We 
held another training session in May, presenting 
the elements of the product portfolio that can be 
sold through shorter sales cycles, as well as the 
partnership opportunities that exist in relation to 
EU tenders, and also held a training session in 
cold calling techniques to help boost the sales 
results of the companies involved in the program.  

Operations of the business units 

The Infrastructure Division was recently created 
from the various infrastructure-related 
departments that had previously operated as 
mutually independent organizational units. The 
new division was established in order to 
strengthen cooperation between the organizational 
units, and to create a stronger focus on meeting 
the needs of the market more rapidly and flexibly. 
In terms of its professional and organizational 
base, the Infrastructure Division is an 
amalgamation of the Network, the Intelligent 
Buildings, the System Integration, and the 
Security Solutions units. The Infrastructure 
Division also includes two support units – the 
product and project management departments. 
The Division’s management began carrying out 
the necessary integration tasks in the second 
quarter, and the establishment and optimization of 
uniform processes will soon be completed. 
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Significant positive changes have also taken place 
with regard to partnership relations. Synergon 
renegotiated its direct systems integrator (1Tier) 
contract with Cisco in May, thus restoring the 
terms that existed prior to the summer of 2005, 
and facilitating day-to-day co-operation with 
Cisco’s sales organization. 

Despite considerable competition in the market, 
the Division performed in line with the plan in the 
second quarter, making a major contribution to 
Synergon’s Q2 results. The division projects an 
increase in sales revenue and profits for the 
second half of the year. 

Network unit 

Network communication continues to occupy an 
important place in Synergon’s strategy, and the 
unit put in a performance that was commensurate 
with its role in the second quarter of 2007. Major 
projects included building a network and IP 
telephony system for one of the state 
administration institutions, several IBM Tivoli 
Netcool network management projects for Magyar 
Telekom, the LAN reconstruction for Raiffeisen 
bank’s central units, and the National Bank of 
Hungary infrastructure project. With the help of 
the Cisco CCIE-qualified network engineers who 
joined the unit in the second quarter, Network 
Communication further expanded its resources, 
which it plans to use to provide even higher 
quality services to existing and new clients alike. 

IBC unit 

A major share of the unit’s resources has been 
committed to the ongoing management of the 
4.4.2 GVOP (Business Competitiveness Operative 
Program of the Ministry of Economy and 
Transport) tenders won last year. The sub-regional 
networks under construction to provide internet 
access are being built using HFC (Hibrid Fiber 
Coax) and in places, microwave technology. The 
first projects have reached their final phase, and 
are due to be completed in the third quarter. 

As part of the network upgrading project begun 
two years ago at the Employment Office, the 
cable network was upgraded at a total of 9 outlets 
in the second quarter. The unit intends to shift its 
focus towards systems representing higher added-
value in structured cable networks. In order to 

improve competitiveness, the unit added a new 
product to its portfolio, offering a unique solution 
to a recurrent client problem – up-to-date network 
administration.  

System Integration unit 

In the past quarter, the newly created system 
integration division set the objective of handling 
the hardware and software basic infrastructure 
competences that were previously found in 
separate units in a consistent, integrated manner, 
and leveraging the resultant sales opportunities. 
Concentrating the substantial expertise 
accumulated in relation to Microsoft, Intel, HP 
and Unix technologies in a single division makes 
it possible to develop capacities further, and to 
implement complex projects more efficiently. The 
division has rationalized its portfolio, which is 
expected to reduce the portfolio’s maintenance 
costs and strengthen the sales focus in the mid-
term.  

The division achieved excellent results in Q2, 
partly due to revenues from an increase in sales of 
complex hardware, and partly to the high service 
content typical of the division’s projects. In the 
coming six months, the focus will remain on 
supporting sales of complex software and 
hardware solutions. In light of market trends, the 
division expects to generate increasing sales 
revenue and to work on projects with typically 
high service content in the second half of the year. 

Security Solutions Division 

As a result of the restructuring that has taken 
place, an independent Security Solutions Division 
has been set up, integrating the IT security 
competences earlier available at different units of 
the company. Security experts, who had already 
acquired considerable experience, can now be 
trained further under central management, and it 
will also allow the company to have a far more 
efficient presence on the IT security market. In the 
course of the quarter, we mutually confirmed our 
partnership agreements through consultations with 
several manufacturer partners.  

The division completed its Q2 projects 
successfully, in line with the target margin level, 
and has begun working on longer projects for 
several clients, which are due to be completed in 
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the third or fourth quarter of this year. We are 
planning to hire additional qualified experts to 
cope with the shortage of resources arising from 
the large number of commissions won by the 
division. 

Business Solutions Division (ÜMD) 

The new organizational structure and operation, 
officially in effect since April 1, 2007, has 
fulfilled expectations, with short-term results 
(flexibility, cost-efficiency and improved quality) 
already reflected in ongoing projects and in the 
offer-preparation process. 

As the second step in the strategy, the Business 
Solutions Division’s product portfolio has been 
cleaned up with the involvement of supplier 
partners and sales. As a result, 15 products have 
been selected out of the earlier 25 as a mid-term 
focus. This means that Synergon intends to place 
greater sales and professional emphasis in the near 
future on the selected 15 product areas by 
strengthening internal competences.  

The cleaned portfolio is expected to help the 
division achieve further professional improvement 
and stronger market positions in the medium term. 

The division wants to further strengthen its 
capability as a general contractor. To support this 
strategic objective, we have begun reviewing and 
expanding the list of our classified subcontractors. 

As far as partners are concerned, the agreement 
signed with Update and the acquisition of the 
Custom Development Solutions/Web 
Development competence by the development 
team as part of the Microsoft Gold Partner 
Program were the key events of the second quarter 
of 2007. 

The market trends that emerged in 2006 
strengthened further, with the market for team-
work solutions continuing to expand; there is 
increasing demand for complex document 
management solutions – particularly in the 
financial and telecommunications sectors. 
Demand also increased for classified filing 
solutions in the state and public administration 
sector, and the second wave of data storehouse 
projects also gained momentum. 

In the market for team-work solutions, several 
projects are in the preparation phase with portal 
(Microsoft Office SharePoint Server 2007) or 
project management (Microsoft Office Enterprise 
Project Management 2007) solutions, some of 
which are expected to start generating sales 
revenue before the end of this year. In line with 
market analyses, we continue to expect to see 
significant growth in this segment in 2008. 

The competence-building work carried out in 
connection with EMC’s Document product line 
has yielded its first successes, as we are 
participating as named subcontractors in two 
ongoing projects, while also working as general 
contractor on preparations for a major project, 
expected to yield financial results in 2008. 

We continue to feel the strengthening of the 
second wave of the data storehouse market. We 
are working on preparations for several major 
projects. We have won our first implementation 
project in the industrial sector with Oracle’s new 
BI product line. 

The SAP Division’s SME-focused product and 
methodology development has proved successful, 
and they are currently performing post-
implementation work in relation to their last 
project. 

The nationwide roadshow designed to increase 
product sales to mid-sized companies was 
successfully completed, with business results 
expected to be realized in 2008. 

State, public administration and healthcare sectors 

The Division successfully closed its largest 
project in the area of team-work solutions in the 
state and public administration sector, with post-
implementation work for the project currently 
underway.  

We expect to see strengthening in the coming 
quarter, although the process of inviting and 
evaluating applications for EU funding seems to 
be slowing down, which is having a perceivable 
effect on the division. 

The development of Inforend’s new E2 version 
has been completed, and the implementation 
projects at the Szekszárd and Edelény hospitals 
have also been successfully closed. 
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The support phase for the NHH (National 
Communications Authority) project has started, 
performed by the SAP Division. We are working 
on preparations for several major projects in the 
sector, including in the areas of document 
management and project management. 

The Division’s largest support revenue comes 
from this sector, in which we plan to further 
strengthen our position in the gas market segment, 
and we are working towards acquiring several 
new clients. 

As named subcontractor of Atos Origin Belgium, 
the Consulting Unit has begun the implementation 
of a new MFG Pro system. 

The Software Development Unit has successfully 
closed its project called ‘Application to support 
the calculation, registration and reporting of 
provisioning and impairment’ for Raiffeisen Bank 
Zrt.  

Synergon Plc was assigned a significant part in 
two major projects of the document management 
market, creating systems supporting document 
management services for Erste Bank and 
Raiffeisen Bank. 

As part of the support contract won by Synergon 
from Magyar Fejlesztési Bank (Hungarian 
Development Bank), the division’s SAP Division 
provides support for the bank’s SAP system. 

 
Synergon Retail Systems Ltd. (SRS) 

In line with a resolution taken by its Board of 
Directors in January, Synergon Information 
Systems Plc founded a 100% subsidiary under the 
name Synergon Retail Systems Ltd. (SRS) with 
registered capital of HUF 40 million, which will 
continue the operations of the former Retail 
Division. The new subsidiary was registered by 
the Budapest Municipal Company Court on 
February 19, 2007, and began its operations on 
April 2, 2007.  

Retail IT competence was spun off into a separate 
company in order to further improve the standards 
of customer service and to promote innovative 
technological development. The move is 
illustrative of Synergon’s plans to assign more of 
a strategic role to retail solutions. The new 

operational model ensures a flexible and high-
standard service for our customers. The resulting 
human-centered organizational structure further 
improves operating efficiency, which will be 
noticed by our customers in the form of a further 
improvement in the quality of service.  

SRS Ltd. closed its first quarter as an independent 
company in line with the plans. As of June 26, 
2007, the company successfully completed the 
MSZ EN ISO 9001:2001 quality assurance audit, 
obtaining its quality assurance certificate, which 
provides customers with a further guarantee as to 
the quality of the services and products supplied. 

With regard to its continuous service operations, 
the company provides 24-hour support to existing 
customers such as Exxon Mobil, MÁV, Conoco 
Phillips and Auchan across the country. In 
addition, the division also provides services to 
customers operating in other retail segments, 
under widely varying availability and service 
terms and conditions, such as Jeans Club, RMC 
and Promod.  

SRS Ltd. successfully supported the opening of 
new shops for Promod at the Campona shopping 
centre in Budapest and the Árkád shopping centre 
in Gy� r by installing the IBM equipment used by 
the client. Promod also upgraded several shops, 
with SRS performing the IT restructuring. 

The installation of the Synergon Retail System 
was successfully completed at the parliament 
entrance ticket and giftshop outlets operated by 
the Parliament Office. 

SRS Ltd. has won an assignment to create and set 
into operation the car park ticket machines at 
Budapest’s Mammut shopping centre. At the same 
time a conventional point of sale has also been set 
up using the Synergon Retail System. 

The division has completed an installation project 
in a new retail segment (cinemas), at a new unit of 
the Palace cinema network, at the newly opened 
shopping centre in Tatabánya, while providing 
continuous operational support and supplying 
equipment across the network. Preparations are 
underway for a contract with the next biggest 
network, for the handling of tax-related matters 
and for the supply of equipment for the entire 
cinema network, with the agreement expected to 
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be concluded by the beginning of the coming 
quarter.  

Connecting suppliers using the EDI system into 
the ECOD system continues at Auchan 
Magyarország Kft. as well. The company has 
achieved further successes in implementing EDI 
systems among the suppliers of Tesco, Metro, 
Baumax, and Praktiker. Agreements have been 
successfully closed in a number of cases with the 
suppliers of the retail chains, and contracts have 
been signed with Orion, Fujitsu Siemens and Sága 
Foods Zrt. among others. SRS Ltd. and Comarch 
are contacting the retail chain operators in the 
Hungarian market and their suppliers based on a 
joint strategy. We expect further retail chains to 
join as regards the ECOD system (the EDI system 
distributed by SRS Ltd.) by the end of this year. 

SAO-Synergon Ltd. 

SAO-Synergon Ltd. (SAO) is a Synergon 
subsidiary providing operational services, 
operational support and full-scale outsourcing 
solutions. Its product portfolio is independent of 
manufacturer or sector. However, it employs 
expert staff who know and are able to apply 
various business processes and characteristics to 
suit the different requirements of different sectors 
to operate the IT systems of its customers. Most of 
its customers are financial service providers 
(banks and insurance companies) and industrial 
companies. These are the sectors where 
companies were the first to recognize the business 
benefits of outsourcing IT services, often 
following their parent company’s initiative. 

The company conducted stable business 
operations in the second quarter of 2007, just as in 
earlier periods. Major clients continued to choose 
the company’s services, confirming that quality 
adjustments and expanded services were indeed 
serving the ultimate goal of ensuring enhanced 
client satisfaction.  

Several internal restructuring projects took place 
during the quarter, which the company embarks 
on regularly, partly as a consequence of its service 

model, and partly to keep up with technological 
developments and meet clients’ cost-efficiency 
expectations.  

SGS Hungária Kft carried out a review, with its 
leading auditors, of the ISO 9001 quality 
assurance systems of Synergon Information 
Systems Plc and SAO-Synergon Ltd 
simultaneously, as a result of which the 
companies were again awarded the ISO 9001 
certificate.  

The remote supervision system developed by 
SAO called FMO (Future Mode of Operation) has 
been tried and tested in practice. Experience 
gained in serving several customers shows that 
operation with reduced on-the-spot presence (and 
sometimes with no local presence) can be just as 
efficient as work performed on the spot. 

The restructured complaint management system 
has been fully operational at several customers. 
The system involves storing feedback from a web-
based customer satisfaction system in a data base, 
with certain figures automatically triggering a 
customer management procedure, aimed at 
revealing the reason for dissatisfaction. 

Major emphasis has been placed on improving the 
efficiency of the 24/7 Service Center, and the 
changes have already produced measurable 
results. The implemented two-tier operation has 
more than met expectations, as is clearly shown 
by the indicators and the positive feedback from 
clients. Two-tier operation means that calls are 
received and dealt with through different 
processes depending on the type of call. Simple 
calls are quickly and efficiently processed by what 
is known as the ‘front-side level’ (FS) team, while 
more complicated jobs are transferred to a ‘back-
side level’ (BS) team consisting of staff with 
higher competence. The whole process is 
overseen by supervisors with thorough 
professional skills and client knowledge, checking 
the contractual management of the calls by client 
(or client group). 
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Fibex Ltd.  
Fibex Ltd., a 100% Synergon subsidiary, sells 
optical and copper cables, and network-building 
materials and equipment. For a description of the 

activities of Fibex Ltd. and more detailed 
information on the company, see the company’s 
website in Hungarian: www.fibex.hu.  

 
Results 
Fibex recorded sales revenue of HUF 480 million 
in the first six months of 2007, significantly less 
than the HUF 732 million in the base period. 
Direct sales costs fell in proportion to the decline 
in sales revenue, down 34% in the period under 
review. As a result, the company’s net margin fell 
to two-thirds of its level in the previous year. 

The company’s top-line results are dependent on 
regular sales activity, which began to slacken and 
then stopped altogether due to the multiple 
personnel changes of the past six months, and this 
absence of concerted sales activity over the past 
half-year has inevitably had an impact on the 
company’s top-line results. Operating costs 
remained level with the previous year, which, 
especially in light of the major organizational and 
personnel changes that have occurred, is a 
testament to the company’s prudent approach to 
business management. The negative operating 
results reflect the loss of revenues and the lower 
margin. 

No changes have been made to the size of the 
organization or to the related fixed operating costs 
in response to the revenue loss of the past six 

months, as management regards the performance 
indicators of the first half of the year to be 
temporary.  

Fibex’s after-tax loss increased by HUF 8 million 
over the past quarter, an amount similar to the first 
quarter.  

Fibex’s new managing director is implementing 
changes to divisions that are highly significant to 
the company’s operations. The manager who has 
recently joined the firm has started building a 
nationwide network for the company. The new 
strategic goal is to launch pro-active sales 
operations. The aim in placing the emphasis on 
sales activity is to capture more value by selling 
investment projects in as early a phase as possible. 
By combining a consultancy selling approach with 
high technical expertise, Fibex Ltd plans to  
become a genuine strategic partner to its 
customers. The new approach will require new 
tasks and a new sales team. The company has 
hired the key players for this team over the past 
quarter. In the coming quarters, we will be 
witnessing the performance of a newly 
restructured, sales-focused company.  
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Operating environment 

Cable television service providers can be expected 
to make major investments in 2007 as well, since, 
to maintain their competitiveness, they have as 
their primary task to prepare for the launch of 3-
Play services, expand the bandwidth of their 
internet services and to switch over from analogue 
to digital systems. As the outdated coaxial 
networks do not provide a way to achieve these 
goals, more and more of these service providers 
will build optical cable networks as part of their 
capital expenditure programs. 

As regards telecommunications service providers, 
these are expected to restructure their networks 

through investments relating to broadband data 
transmission services. 

The company succeeded in obtaining new 
contracts with Magyar Telekom Nyrt for another 
year. Among these, the most significant is the 
contract to supply optical cables, which 
contributed greatly to Fibex Ltd’s successful 
results in 2005 and 2006 as well. The contracts 
already yielded results in the last two months of 
the first quarter, but major orders can be expected 
in the remaining half of the year.  

In the second half of the year, the company will 
focus on projects to be launched outside of 
Budapest, by building a nationwide network. 

Infinity a.s. 

Infinity a.s. is a Synergon subsidiary based in the 
Czech Republic, majority-owned by the Synergon 
Group (the stake held by Synergon Information 
Systems Plc in Infinity increased from 75.8% to 
91.7% in April 2006). The board of directors of 
Synergon Information Systems Plc decided on 
May 31, 2007 to propose, at the shareholders’ 
meeting of Infinity a.s., Synergon Information 
System Plc’s Czech-based subsidiary, that the 
registered capital of Infinity a.s. be raised by a 
CZK amount equal to USD 1,920,000. 

 
Infinity set up its Slovakian representative office 
in Bratislava in 2003 to serve Slovakian projects, 
and purchased BrnoData s.r.o. in 2004, which has 
since been operating under the name Infinity Data, 
in order to expand its portfolio to include ERP 
systems. Both companies’ results are consolidated 
in Infinity’s profit-and-loss statement and balance 
sheet. For a description of the activities of Infinity 
and further information on the company, see the 
company’s website in Czech and English: 
www.infinity.cz. 
 

 
Results 

Infinity recorded sales revenue of HUF 1,423 
million in the first six months of 2007, 2% more 
than the HUF 1,395 million in the base period.  

Direct costs of sales rose in excess of the sales 
revenue increase between the two periods 
concerned. The 5-percentage-point drop in the 
company’s margin was due to a fall in the margin 
achievable on large-volume product sales and to 
assignments completed with the involvement of 
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subcontractors. A significant volume of product 
sales comes from a key customer, CUZK – the 
Regional Land Registry Office – whose project is 
still only in the hardware installation phase, 
unmatched by a product sale of similar size in the 
base period. Despite the decrease in margin 
content, the company closed the reporting period 
with a total net margin fall of just 12%.  

The fact that operating costs were kept generally 
lower was a result of the thorough evaluation 
work carried out in the previous year, as part of 
which the company derecognized all of its assets 
no longer serving production. The company 
closed the first half of the year with consolidated 
operating expenditures 22% down from the base 
period. A significant part – 25% – of the savings 
was achieved in the first quarter, while second-
quarter figures already reflect the expenditures of 
setting up the new sales team.  

The increase in other revenues resulted from the 
conclusion in the current year of a dispute in an 
amount of CZK 3.5 million between the Czech tax 
authority and the company. The company 
succeeded in defending its earlier position, and 
therefore, the tax debt paid in 2005 but not 
established definitively later on, was refunded to 
the company by the tax authority in the latest 
quarter. 

As results began to improve in the fourth quarter 
of the previous year, the company’s free cash-
flow increased in 2007. Of its liabilities to the 
parent company, the company was able to repay 
HUF 83 million in early 2007, while funding 
continuous operation. 

The loss on financial transactions resulted from a 
combination of the costs of financing the loan and 
the losses incurred by significant exchange rate 
fluctuations. 

Considering the improvements in results and in 
cash-generating ability, the positive change 
perceivable since the trend reversal in the last 
quarter of 2006 has continued in the first half of 
this year. The negative trend in the company’s 
fortunes seen in previous years appears to be 
reversing.  

Operating environment 

The market trend seen in recent years – that is, a 
general consolidation, with different segments 

undergoing different phases of consolidation – 
continued on the Czech IT market. The IT market 
saw acquisitions, with S&T purchasing Grall 
(both competitors of Infinity), and Servodata 
acquiring Abakus Distribution, which primarily 
deals with license sales, and the market expects to 
see further, similar, changes. It is a sign of the 
maturity of the market among those using IT 
equipment in the Czech Republic that big 
distributors (such as HP in the case of Infinity) 
have now started directly serving consumers. The 
purchases of users, however, will continue to be 
determined by needs diversified by new elements 
requiring high integrity and by expansion. 
Customers will increasingly expect to buy 
everything from a single provider. For this reason 
it is important for the company to foster good 
relations with key market players such as HP (as a 
hardware supplier), Microsoft (licenses for 
software business solutions and other products) 
and Cisco (network products). These relations go 
back a long time, and to continuously renew 
extensive partnerships that generate profits is one 
of the main factors that will determine the 
company’s success. 

In terms of sales of hardware-based services, a 
key issue every year is meeting partner 
requirements, which demands maximum expert 
capacity in terms of both numbers and quality in 
order to obtain, and maintain, partner status. For 
2007, Infinity succeeded in meeting the 
requirements for obtaining all the competences 
necessary for servicing its operations, which also 
reflects the partners’ appreciation for the 
company’s staff. There has been no change in 
clientele in 2007, with the company focusing on 
providing stable and continuous customer service.  

Business operations 

The System Solutions (SYS) division carried out 
two major projects over the past quarter. It 
provided data servers and control servers for a 
system of the CUZK (Regional Land Registry 
Office) operating in 110 locations. The other 
major project involved moving the IT connections 
of the workstations of CSOB (a commercial bank) 
as the bank’s units were relocated to a new 
building, while ensuring that the bank continued 
operating without interruption. The division also 
worked on preparing assignments scheduled to 
start in the following six months, in which it will 
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implement an MS System Center Operation 
Manager for VIS (a penal institution).  

The Business Solutions division deals with 
customizing the services offered by the Microsoft 
Dynamics NAV product. There is significant 
demand for CRM developments, which reflects 
the more advanced IT maturity of the market. The 
Business Solutions division is trying to win over 
companies operating in a network structure such 
as Meinl European Land Group and Scania, which 
can be supplied over a wide range and over the 
Czech and Slovak territories at the same time. 
Last year’s successfully closed sales were 
followed in the first quarter of 2007 by 
successfully completed and partly completed 
projects that met the expectations of customers. 
Infinity has proposed a flexible solution for Meinl 
European Land to register and manage its 
residential and industrial real estate holdings in 
Central and Eastern Europe. As part of the project, 
expected to take 16 months to complete, Meinl’s 
existing asset management software and the main 
modules of Microsoft Dynamics NAV will be 
integrated, and, if necessary, developed, to suit the 
company’s specific needs. The resulting solution 
will provide for the management of properties in 
several projects and countries simultaneously, the 
conversion of the different currencies, automatic 
calculations, reports and the international data 
necessary for quick decision-making. The solution 
will be implemented in all the countries belonging 
to the MEL group, including the Czech Republic, 
Slovakia, Poland, Russia and Hungary. There are 
also talks underway with Infinity on development 
tasks necessary for the group’s business 
management system.  

The company continued installing a system at 
units of the penal institution VIS, creating a 
standard-setting system at a state-owned 
institution. The division has made major efforts in 
2007 in terms of preparing to leverage the 
available business opportunities. It has delegated 
further expert staff to the CRM area, and is trying 

to extend its operations together with the German 
company CAS Genesis World in order to expand 
its product portfolio. Geographical expansion is a 
big step for the division. Cross-border sales of 
services began in the first quarter of 2007, which 
is in line with customers’ expectations, and which 
is expected to open up major new growth 
opportunities in the Slovakian market.  

In addition to conventional network building, the 
Networking division is placing more emphasis on 
preparations for sales of security solutions and 
wireless technology. In early 2007, the division 
paid great attention to developing the partnership 
with Cisco.  

The division completed the replacement of the 
central server of the Brno local transport 
company, installing the key component of the 
transport company’s communication. Another 
finished project was the installation of a new 
wireless network for Linde Frigera, a company 
with production operations at several locations, 
which the division will continue to service in the 
future. By the second quarter, the division 
completed installing an IPT system for Riverside, 
connecting Prague, Munich, Warsaw and 
Budapest, and will continue the work to connect 
Brussels, Amsterdam and Madrid. Experts of the 
division have been supervising communication 
between units of the supermarket operator Ahold 
for several years, and the support contract was 
renewed in the second quarter of 2007.  

The new sales manager joined the company in the 
past quarter, and has already begun reorganizing 
and training the sales staff. To head up its sales 
department the company managed to win over an 
expert with both industry and customer 
knowledge. The company expects the competence 
of the new sales manager to have a positive 
impact on business results towards the end of the 
year.  
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Span d.o.o. 

Span d.o.o. is the Croatian member of the 
Synergon Group, which, until July 5, 2007, was 
majority-owned by Synergon Information 
Systems Plc (holding 68.1%). With effect from 
that date, Synergon Information Systems Plc sold 
its 68.11% stake in its Croatian subsidiary SPAN 
d.o.o. As of June 30, 2007, the results of Span 

d.o.o still constituted part of the Synergon 
Group’s consolidated report.  

For a description of the activities of Span and 
further information on the company, see the 
company’s website in Croatian: www.span.hr 

 
 

Results 

The company’s sales revenue fell 6% from the 
base period. The fall is due to the fact that, in the 
base period, the Croatian Company fulfilled large-
volume equipment sales at low margins in order to 
obtain strategic markets amid intensive 
competition. The biggest MS license order was 
completed for the Croatian electricity works 
Hrvatska Elektroprivreda, which added a one-off 
purchase with a margin value of HRK 1 million to 
its regular sales. At the end of the quarter, there 
were two orders that had to be fulfilled very 
quickly, which the company won by offering short 
completion deadlines. The assignments performed 
for Vecernji List Digital D.o.o (a company 
distributing a local daily newspaper) and Dom 
Holding (a financial service provider) were 
completed using internal resources, which meant 
that a better margin could be achieved.  

The 13% fall in operating costs was accompanied 
by changes in staff numbers. Closing headcount 

dropped by 24% and average headcount fell by 
17% between the two periods, reflecting a change 
of 14 and 10 persons respectively. Since the 
company’s expenses stem almost entirely from its 
personnel, operating costs decreased in proportion 
to the fall in staff numbers. Other revenues 
included the release of impairment losses recorded 
on trade debtors with whom agreement regarding 
the precise terms of payment will be reached later 
on. The result of financial operations was 
influenced by the significant positive effect of the 
exchange rate differential, in contrast to the base 
period, when there was no such result that could 
have influenced interest expenses to that effect. In 
the reporting period, financial fulfillment took 
place for purchases fixed at the higher USD/HRK 
exchange rate of the last month of the previous 
year, and therefore the company realized an 
exchange rate gain.  

The company recorded after-tax profit of HUF 10 
million. 
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Analysis of Synergon Group’s balance sheet as at June 30, 2007 

 
 
The Synergon Group’s total assets as at June 30, 2007 (HUF 8,957 million) were up 16% in HUF terms 
compared to the end of the same period of last year. 
 
Assets 

Tangible assets and other, intangible, assets 
The net value of assets (HUF 1,703 million) fell 
by 14% compared to the same period of 2006. The 
reason for the fall was partly that the company 
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made minimum investments in the reporting 
period, and that, as a result of the decline in the 
procurement prices of IT equipment, the company 
acquired its newly purchased equipment at a 
lower cost. In the current year, the value of 
tangible assets grew by assets of HUF 224 million 
at book value, including HUF 30 million in stocks 
previously purchased for customers, which 
remained unsold and which Infinity a.s. took over 
as a payment in kind. Depreciation of HUF 241 
million was accounted for in the current period. 
The other major factor in the change was related 
to the asset evaluations. At the end of 2006, the 
company carried out a full-scale review of its 
assets, to assess their potential for use in business 
operations. As a result of the review, assets that 
could no longer be utilized were written off in a 
value of more than HUF 150 million.  

Goodwill 

The value of goodwill decreased by 72% in the 
group’s consolidated balance sheet. The closing 
value of HUF 162 million is HUF 416 million 
lower than the closing value at the end of the same 
quarter of 2006.  

The change is partly due to an appreciation in 
book value, and partly to impairment recorded as 
a result of an annual review (impairment test) 
conducted between the two reporting dates, of the 
goodwill accounted for when the Synergon Group 
increased its investments in its subsidiaries. In 
2006 the value of goodwill increased by HUF 21 
million. The increase is the amount paid, based on 
the operations of Infinity Data in the reporting 
period, on the positive result, which increased the 
value of goodwill related to the investment to 
HUF 45 million. The Group recorded goodwill 
impairment of HUF 390 million for Infinity, HUF 
21 million for Span and HUF 12 million for the 
Span Rijeka investment. As a result, the 
company’s books contain goodwill in a value of 
HUF 118 million for Infinity, and no goodwill for 
the Span and Span Rijeka investments.  

Investments 

The company sold its investment in Hunedu, in a 
value of HUF 150,000, in the second quarter of 
2007.  

 

Deferred tax  

The amount of deferred tax rose by HUF 16.4 
million between the two periods. Tax reserves 
were increased by the tax reserve generated at the 
end of last year based on Span’s profits in 2006. 

Loans granted 

Loans provided to members of the company’s 
staff often changes from one period to the next. 
The volume of such loans is not influenced by 
external factors; the value is simply a result of the 
balance of amounts allocated and repaid.  

Inventories 

The group’s HUF 380 million decrease in stocks 
from one year earlier was largely due to the fact 
that Infinity had stocks 80% lower than 
previously. In the case of Span, stocks fell by 
54%, to which were added the 26% fall of 
Synergon’s inventories and the 19% decrease in 
the stocks of Fibex. 

 

Trade receivables  

Receivables showed a positive, 1%, change at 
consolidated level (i.e. after netting of intra-group 
settlements). This HUF 56 million increase 
resulted from changes of different amounts and 
directions at member companies. Of the 
companies included in consolidation, Synergon 
Plc’s increased its receivables by HUF 341 
million, while Fibex (HUF 203 million), Span 
(HUF 20 million) and Infinity (HUF 62 million) 
reduced their receivables.  

Other current assets 

Deferred costs and expenditures constitute a key 
component of assets. Members of the group 
accounted these in line with the balance sheet 
period, and therefore this line contains costs and 
expenditures burdening the period following the 
balance sheet date, but due to be settled before the 
balance sheet date, as well as revenues realized in 
the reporting period, but invoiced after the balance 
sheet date. 

Available-for-sale financial assets 

The company began regularly purchasing short-
term securities in the second quarter of the base 
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year. In the first quarter of the previous year, the 
company kept its free funds in cash and short-term 
deposits.  

Cash and short-term deposits 

The stock of cash stood at HUF 907 million at the 
end of the reporting period, a decrease of HUF 
396 million from the same period of 2006.  

The value of marketable financial assets and cash 
fell by a total of HUF 405 million. This was 
largely due to the fact that the company purchased 
its own shares in a value of HUF 897 million 
between the end of the base period and the end of 
the reporting period. In the second quarter of 
2007, HUF 147 million was spent on share buy-
backs.  

Liabilities 

Treasury shares 

The company’s stock of treasury shares increased 
over the 2007 reporting period, from 832,900,000 
shares to HUF 952,900,000. In 2007, HUF 175 
million was spent on share buy-backs, including 
HUF 147 million spent on purchasing 100,000 
company shares in the second quarter.  

Minority interests  

The change in profit share on minority interests 
was due to HUF 3.1 million profit in the case of 
Span and HUF 1.3 million for Infinity, as a result 
of which the closing figure for minority interests 
was HUF 62 million.  

Long-term liabilities 

The HUF 44 million increase in long-term 
liabilities was recorded due to the impairment that 
was accounted for on the Span investment based 
on the impairment test carried out in the fourth 
quarter of 2006.  

Loans and overdrafts 

Loans and overdrafts are discussed in the cash-
flow analysis. 

Trade payables 

Short-term liabilities from the supply of goods 
and the provision of services totaled HUF 2,313 
million at the end of the first half of 2007, 
exceeding the figure at the end of the same period 
of the base year by 11%. The change was due to a 
significant (HUF 447 million) fall in Synergon’s 
supplier debts and a HUF 258 million fall in 
Fibex’s liabilities. The other companies’ figures 
showed changes of less than 5%.  

Other short-term liabilities 

Other short-term liabilities stood at HUF 1,195 
million at the end of the reporting period, a 11% 
increase from the base period.  

The increase was due to changes in accruals and 
deferrals and in the volume of other liabilities at 
the time of reporting.  

Provisions for future liabilities and costs 

At the end of the first half of 2007, this included 
Synergon Plc’s provisions set aside in 2006 for 
competition office fines (HUF 45 million), for 
lay-offs (HUF 4 million), and for future liabilities 
related to the share option program (HUF 97 
million). 
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The cash-flow statement for June 30, 2007 shows the changes between the opening and closing dates of the 
reporting period and the base period. 

 
 

The company had cash of HUF 907 million on June 30, 2007, unchanged from the opening date of the 
reporting period.  
 

Net cash-flow from operations 

Operations resulted in a positive cash-flow of 
HUF 19 million. In the losses of the reporting 
period, after taking into account the result of 
valuations not involving cash movements, 
operations generated a HUF 215 million increase 
in cash. In the changes in receivables and 
liabilities, cash of HUF 196 million was utilized 
due to the settlement of supplier debts.  

Net cash-flow used for investments  

Investment activities generated positive cash-flow 
of HUF 124 million in the reporting period.  

Net cash-flow used for financing 

The company continued buying back its own 
shares in the quarter just passed. The aim was for 
the treasury shares to serve as a basis for the share 
option program in the coming three years. The 
company spent HUF 175 million in cash on share 
buy-backs.  
Span d.o.o increased its liabilities by HUF 31 
million in bank loans to finance operations. 
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Changes in shareholders’ equity, prepared for June 30, 2007, shows the changes between the opening 
and closing dates of the reporting period and the base period. 
 

 
The Synergon Group has registered capital of HUF 1,910,926,000 (resulting from the 9,554,630 
Synergon ordinary shares it holds, with a face value of HUF 200 each), unchanged since the listing of the 
shares in 1999. At the end of the first half of 2007, the company owned 952,900 treasury shares.  

 

Ownership structure, corporate events 
 

The following table shows Synergon Information Systems Plc’s ownership structure as at June 30, 2007, 
based on the owners’ announcements as required by the statutory obligations.  

 
 

Shareholders’ meeting 

At its annual general meeting on April 10, 2007, 
Synergon Information Systems Plc approved the 
annual report of the Synergon Group, and 
Synergon Plc decided to place the profits into the 
profit reserve, approved the corporate governance 
report, established the remuneration of the board 

of directors and the supervisory board for 2007, 
and amended the management share option 
program. The shareholders’ meeting approved 
the report of Deloitte Könyvvizsgáló és 
Tanácsadó Kft. and decided on the remuneration 
of the auditor in 2007. 
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Board of Directors 

The Board of Directors of Synergon listened to a 
report by CEO Márk Lazarovits on the 
company’s strategy. 

Synergon Information Systems Plc sold its 
68.11% holding in Croatian subsidiary SPAN 
d.o.o. as of July 5, 2007. 

The Board of Directors of Synergon Information 
Systems Plc decided on May 31, 2007 to propose, 
at the shareholders’ meeting of Infinity a.s., 
Synergon Information Systems Plc.’s Czech-
based subsidiary, that the registered capital of 
Infinity a.s. be raised by the CZK equivalent of 
USD 1,920,000, which the company will use to 
repay loans provided by the parent company. 

The Board of Directors of Synergon decided in 
the first quarter of 2007 to restructure the 
company and to set up a new subsidiary under the 
name Synergon Retail Systems Ltd. The Board of 
Directors terminated the contract of CEO György 
Ákos by mutual agreement with effect from 
March 14, 2007, appointing Márk Lazarovits to 
head the company in his place. 

The Board of Directors decided to approve the 
2006 annual report and to submit it to the 
Shareholders’ Meeting. The Board also proposed 
amendment of the Management Share Option 
Program to the Shareholders’ Meeting. 

Supervisory Board  

Synergon Information Systems Plc’s Supervisory 
Board took the following major decisions 
between April 1 and June 30, 2007: It approved 
the internal audit plan for 2007, and it approved 
the results of the internal audits completed in the 
meantime. 

At the request of Synergon’s Board of Directors, 
the Supervisory Board conducted its internal 
audit concerning the Datex-Inforend matter, 
completed it in the second quarter of 2007, and 

handed over its findings to the Chairman of the 
Board of Directors. 

Management changes 

Tibor Kelemen has been managing director of 
Fibex Ltd. since May 2, 2007. 

Márk Lazarovits, who had filled the position of 
deputy CEO since January 1, 2007, was 
appointed CEO by the Board of Directors with 
effect from March 14, 2007. 

The Board of Directors appointed György Ákos 
CEO as of January 1, 2007. György Ákos left 
the company by mutual agreement on March 
14, 2007.  

Managing director of SAO-Synergon Ltd. 
Attila Kovács resigned from his position on 
March 15, 2007. The position is now filled by 
certified electrical engineer Béla Endr� di.  

Pál Polgár’s appointment as sales manager of 
Synergon Information Systems Plc as well as 
his employment was terminated by mutual 
agreement with effect from February 28, 2007.  

Zoltán Pintér’s appointment as managing 
director of Fibex Ltd was terminated with effect 
from January 12, 2007. He was replaced by 
Márk Lazarovits on January 15. 

Zsolt Tóth filled the position of CEO of 
Synergon Information Systems Plc from April 
18, 2006 until January 15, 2007. 

Members of the Board of Directors Ádám 
Fenyves and Dénes Gyimóthy resigned from 
their positions on January 10, 2007 and January 
24, 2007, respectively.  

György Ákos was member of the Board of 
Directors from January 1, 2007 until his 
resignation on April 9, 2007. Márk Lazarovits 
has been a member of the Board since January 
15, 2007. 

This flash report covers the activities of Synergon Information Systems Plc in the six-month period from 
January 1 to June 30, 2007. The report has been prepared in accordance with Act CXX of 2001 on the 
Capital Market and the Regulations of the Budapest Stock Exchange for listing, continued trading and 
disclosure. This flash report contains figures and statements that are true and unaudited, and does not 
conceal any facts that are material for an assessment of the company’s situation. The company as Issuer 
shall be liable for any damages caused as a result of failure to provide regular and extraordinary 
information or due to the providing of misleading information. 
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Further information: Anita Lénárt (lenart.anita@synergon.hu), Investor Relations 
Synergon Information Systems Plc, 1047 Budapest, Baross u. 91-95. Telephone: (1) 399-5500  Fax: 

(1) 399-5599 
investor.relations@synergon.hu www.synergon.hu 


