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There must be a standard on capitalised R&D

This month you can read about the superb maiden
performance at financialiaccounting software supplier
Cedardata where PBT of £3.57m has just been declared.
Two months ago we reported PBT of £2.5m at Quality
Software Products which is in exactly the same business
as Cedardata. You would have thought that our accounting
rules were such that you could make comparisons at the
headline level. You would be very wrong.

on page 23 in 4 point typel) it is never given in press
releases or Stock Exchange announcements. The press
therefore reports the "headline” profit and never comments
on how much of this profit was due to capitalised
development costs. It compares performance with
competitors with no comment on the different accounting
conventions used.

We believe strongly that the accounts of all software
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Potts who says

investment on
internal R&D as incurred. But QSP capitalises its internal
R&D spend and writes this off over a number of years.
This treatment of R&D added a net £3.5m to the results.
Indeed if QSP adopted the same rules as its competitors
it would have made a loss, not a profit. Intangible assets
now represent over 90% of QSP'’s net assets.

The situation at Computerised Financial Solutions is
even worse. Rather than operating profits of £376K, a
loss of nearly £300K would have been reported. Indeed
without intangible assets of £1.4m, CFS would have
negative net assets.

Of the 60 quoted SCSI companies only 6 have significant
intangible assets. As can be seen in the chart, the
treatment makes a significant effect on their results and
on their assets.

We have campaigned against this lack of a standard for
many years. We were delighted last month to contribute
towards a Computing article on the subject and were
amazed at the following quote from a QSP spokesman.
“If QSP had written off the investment the company was
mabking in Universal OLAS in its 1992 accounts - the last
before it was floated - it would have been technically
insolvent and would never have been admitted to the stock
market”. (Source - Computing 27th April 1995) . The logic of this
statement takes your breath away. It is akin to “you must
understand why | had to lie. If | hadn't you would have
discovered the truth".

In many cases, getting at this information has proved very
difficult even for us as an experienced financial analyst.
Although this information is given in the notes to the annual
Report and Accounts (by the way, usually tucked away

July 1995 1

he is “hot under
the collar that there is no standard. | do not object to which
standard is adopted. Just that there should be one
standard. The current situation is very misleading to
investors®.
We personally advocate that all internal development costs
should be written off in the period in which they are
incurred. What is or is not “a development cost" is open
to a range of interpretations and can easily be used to
soak up costs which have little to do with product
development (like fixing bugs in existing software or hiding
project over-runs elsewhere). We have even seen it used
to cover marketing expenditure, like brochures. Secondly,
an in-house developed software product is the epitome
of an "intangible asset". It is often only of real value to the
company itself and would have a much lower value as an
asset in, say, a liquidation. Also it has value to the company
itself only ifthe product can and is sold. Many companies
have software products capitalised as assets which then
have no sales potential. Amortisation merely adds to the
misery. Not only has the company no product to sell, and
therefore no revenue being generated, but also has to
take a hit for several more years on its P & L account to
pay for past development costs.
Even if there are no moves towards a standard, there
could at least be some changes. Headline financial
performance figures - both P&L and Balance Sheet -
should make it clear how much of the profits, and how
much of the assets, are represented by such capitalised
development costs.
At least then ordinary investors would have a chance of
making valid comparisons.
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MR Data Management issues another profits warning
In Jul. 94 COM bureau MR Data Management issued a
profits warning causing their share price to crash from its
1994 high of £2 to 148p. First half results had signalled a
recovery with profits up 9%. But at the end of May, a
second warning was issued, causing the shares to crash
this month by 23% to 69p. MR warns that PBT to 30th
June 95 will be around £3.5m compared with £6.35m last
time and £8.8m in 1993,
Our industry is not immune to the “rewards for failure”
jibes. Mike Elliott, the CEO appointed two years ago when
profits were £8.8m, received (together with another
director) £450K compensation for loss of office. Colin
Haylock, previously a NED, has this month been appointed
as the new executive chairman pending the appointment
of a new CEO.
The problem is that the last profits warning, and all
statements since, have expressed “optimism” and
confidence” . The chairman’s latest “we have a bright
future "remark should be treated with suspicion. We have
long warned that the COM market is in terminal decline.
Micregen has already suffered and MR has been tardy in
developing new markets like CD-ROM data siorage.

Is software products the place to be?

Latest figures from the Software Publishers Association .

show yet again what we have said so many times. Price
pressure is making the PC software market ex-growth.
Q1 revenues in Europe (and also in the
UK) were up a minimal 4% but unit sales |
increased by 41% - that's another 20%+
reduction in average unit value. Indeed
only revenues from relational databases
posted any revenue increase (+9%) i
whereas revenues from word proces ng and
spreadsheets fell by 2% and 6% respectlvely

Power of the Internet
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Since the disastrous profits
warning in April, Cray's share
Elecironics price has continued to drop from
its high of 170p. This month they
fell another 15% to 56p - now less than the 60p prevailing
when the new management team took over in 1989.
Whereas a year ago there was speculation that Cray might
. acquire Racal, now the talk on the street is the exact
reverse.
Also it was announced that Cray's FD Jeff Harrison had
become the first of the original MBI team to “fall on his
sword”. He will be replaced by Roger Dye on 1st Sept.
who described his new job as “an interesting challenge”.
This month Cray has signed to supply and support Cisc

inter-networking products.
o~ ;

21 | W Reevestold shareholders at their

@ AGM that current results “were

4. ahead of expectations”. He also

el announced that the group will

change its name to the Delphi Group - strangely similar

Computer People’'s CEO Tony )

‘Lto the Belgian group that Admiral acquired only last month. )

Perot Systems

We had already written the obituary for Perot. As far as
we could see Europcar and East Midland's Electricity were
the only major deals they had ever won in the UK. But
how wrong we were. This month fund managers M&G
awarded Perot a £20m contract to downsize from IBM
main-frames to client-server systems.
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In line with its practice in
previous years, CRT this
month issued a trading
statement on its expected
results for the year to 30th
April 95. CRT is involved in IT
training (via Pitman, LINK and The Training
Corporation), IT contract staff & recruitment (which
includes Software Personnel acquired in Feb. 1990,
Couva acquired in Dec. 1993 and Systems Resources
acquired inAug. 1994 for £6.35m) and CRT Multimedia.
Unaudited accounts show revenues up nearly 50% at
£70m.
Operating profits at the recruitment/IT agency staff
operation (£46m or about two thirds of revenue) were ‘in
line with the board’s best expectations”. A 25% year-on-
year increase in contractors on site was reported for Q1
1995. But profits at training (£23m or around a third of
revenues) were lower than anticipated due to ‘the timing
of contracts”. Training still represents around 70% of group
profits and ‘the order book is at record levels”, Multimedia
revenues were £600K or <1% of the total.
Chairman Karl Chapman reckons that 1995/96 “should
produce continuing profits growth”.
CRT is operating in three of the most buoyant indusiry
sectors at present. Results from competitors like Parity
and Computer People or, in training, from the likes of QA
(now part of P&P) indicate the potential. CRT’s share price
was down 3% this month. That's stilla 19% gain in 1995.
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( Critical time for Proteus
Proteus International has developed a software product
(Prometheus) for the modelling of biomolecular structures.
It was launched onto the Stock Exchange in May 90 at
84p. Rather than selling the product it has taken “stakes”
in the drugs which the product has helped to design.
The Proteus share price has been volatile - to say the
least. They climbed dramatically from the launch price of
84p to a high of over 500p in 1992.

Just over a year ago shareholders stumped up another
£10.4m in a 1-for-7 rights issue at 280p. But a four page
expose in the Mail on Sunday on 11th Dec. 1994 put
Proteus International shares into free fall, crashing 62p to
178p the next day. Chairman Kevin Gilmore keeps
promising but failing to deliver drugs developed using their
software. Even prospects for the much hyped BSE test
are being down rated.

In Feb. 95, Proteus raised a further £2.6m in a placing at
175p per share. Since then the one way slide in the share
price has continued to end June 1995 on 69p. As you
might understand, shareholders are not happy people.
Latest results for the year to 31st March 95 did little to
increase their confidence. Losses increased from £6.62m
to £7.93m as R&D increased from £6.5m to £8.1m.
Revenue was once again nil. The rights issues at least
meant that cash had increased from £1.2m to £6.2m but
remember that the cash burn is currently £600K a month.
Chairman Kevin Gilmore anticipates “significant revenue
in 1995/96" and has “continuing and increasing confidence
in the future”. The test now is to see if this can be achieved
before the cash runs out again. Another rights issue would

 test shareholder loyalty to the limits.

J

Breathing new life into Metrologie UK

After the £695K loss recorded in 1993, Metrologie UK
returned to a PBT of £121K on revenues up 64% £61.1m
in the year to 31st Dec. 94. Metrologie are one of the
largest “trade only IT distributors”. French parent

Metrologie has had a troubled time. VCs Apax, however,
recently invested £15.5m as part of a £22.5m capital
restructuring. Metrologie sold its direct sales arm, Rapid

IPO for Micromuse
There are a growing number of UK companies saying they
plan a US IPO rather than launching in London. The latest
is Micromuse which this month also announced that it
had already earned £1m+ revenues from its Netcool
network management software products.

In the year to 30th Sept. 94, Micromuse increased
revenues by 55% to £10.5m but PBT slumped from £374K
to £108K. Revenues are split equally between hardware
sales (Sun), distributing US software products like Remedy
and Frontier and their own products and related services
(like Netcool). Clearly it's the latter which could create
real value for the shareholders

Vlstec has issued two profits warnings in the last year
causing its share price to plunge from its 1994 high of
41p to 15p at the end June. In the end, results for the
year to 30th Apr. 95 showed a loss of £327K compared
with PBT of £3.4m last year. Revenues were up 11% at
£50.2m. More next month.

Recall, to Lantec in April as a part of this fund raising.

,-prom mcreased 9°
to “stron ger London trading volumes
Lighthouse development costs |
_ expensed!) reduced net profit '
thts also has had a samllar eff

_ that the project was only 'some weeks b
schedu!e" But the contract value ha

W

1086

Rolfe & .Nolan 'Cor'nputer Services plc
Ten Year PBT and EPS Record
Relative to 1986

£1.6Tm

£1.30m

EPS

SNNNNNRNRNNNNE

1987

1088

ioe0 1000

1001

Lfghthouse to further prospecfs /
| R&N shares ended the month unchang

—System House

July 1995




Admiral

Ilc

JBA Holdlngs plc

Final - Dec 53 Final - Dec B4 Final - Dec 943, Final - Dec 94 Compansion|
REV ¥ 85,640,000 ¥ 45,473,000 7,000 £ 80,687,000 +21.8
PBT £ 4,608,000 £ 7,719,000 £ 4,610,000 £ 6,131,000 +33.
|EPS 27.60p 45.20p 10.19p. 12.13p +19.

Azlan Grou

oo Comput

er Groug glc
Jarg

VCapritva Group plc

Final’- Dec 93§ Final - Dec 94
HEV ¥ 50,168,000 ¥ 73,800,000
PBT £ 5,463,000 £ 7,903,000
EPS TQOJ 10.50p

Cedardata

CentreGold plc

Interim - Jan 94 Final - Jul 84t Intenm - Jan 85§ Compansiol
HEV 52554000 2YT 74,000 AT 097,600 -2V HEV 522, 972 ;
PBT £ 2,600,000 £ 4,033,000 -£ 3,883,000 PBT £ 3,211,000 £ 7,220,000 +124.
[EPS 4.70p 7.30p -6.44p EPS 3.30p 7.80p +136.4
Clinical Cc:mputlnpg plc Lynx Holdings plc
Final - Dec 93§ mnal - Dac 941  Comparisio Intenim - Mar'94 Intenm - Mar Comparnsion
HREV iR L e 1477884 AV HEY 27,257,600 72,605,000 +13.7%
PBT £ 1,129,000 -£ 688,596] Profit to lo PBT £ 460,000 £ 741,000 +61.1%
.EPS 9.10p. -4.30p i EPS 1.15p 1.27p +10.4%)
Coda Grou Ic DlC
[y 6rm = Apr g5 Final - Dac 93 Final - Dec 94]  Gompansiort
: : HEY R RV R TR R
PBT £ 603,176 £ 1,285,000 +113.0%
.00p +27.70p! EPS 0.69p 1.14p +65.2%|
Compel Group plc MMT Computin Ic
Tnlerim - Dec 93 Final - Jun 84} Intenim - Dec 84 Thierim - Feb 94 Intenim - Feb 95§ " Comparision
HEV ¥ 24,305,000 T5X 542,000 TP 272; T4.515,000 ¥5,442,000 prcich: L
PBT £ 993,000 £ 2,062,000 £ 1,194,000 £ 1,215,000 £ 1,387,000 +14.2%
EPS 5.0_22 10.35p 5.56p 6.40p 7.40p +15.6'V=
Computerised Financial Solutions MR-Data Management Group plc
PF Final Dec - 53§ inal - Dec Tntenm -Dec 99} Intenm - Dec 94  Comparision
REV 3330636 TA120,777 19,602,000 27,305,000 g L4
PBT: £ 330,233 £ 350,617 £ 2,660,000 £ 3,136,000 +17.9%
.EPS 8.39p 3.97p 3.20p 4.092 +25.0
== == =
Computer People Group plc McDonnell Information Systems plc
Final- Dec 83 Final - Dec 94 PF Final = Déc 93 PF Final - Dec 943 ~ Tompansiol
REV ¥68, 748,000 £ 57 665,000 ;480,000 E38977,000 0.5
PBT £ 1,102,000 -£ 391,000 £ 21,248,000 £ 9,064,000 -57.3%
EPS 4.37p -7.76p 13.89p 4.57p -67.1
Cray Electronic Holdings glc Ic
Tnferim - Oct 83 Final - Apr 94 Inferim - Tnterim - Dec 93 Thienim - Dec 947 Comparnision
REV{™E 114,308,000 ¥271,718,000; £ 135,044,5060: 12,104,000 000 +1.5%
PBT £ 7,804,000 £ 26,168,000 £ 10,085,000 £ 5,400,000 £ 5,685,000 +5.3%
I_EPS 2.49p - 8.60p 3.03p 16.00p 16.70p +4.4%!
CRT GrouP lc Micro Focus plc
Tnferim - Ocl §3 inal - Apr nlerim - Oct 94 Final - Jan 94 Final = Jan 85§ Comparision
REY 02 A57,000 T 47,348,000 £5G 187,000 T HE 42000 T 8,885,000 by o1
PBT £ 472,000 £ 532,000 £ 1,285,000 £ 21,761,000 £ 8,723,000 -59.9%
EPS 0.56p -0.13 1.42p 104.30p 32.00p -69.
I DCS Group Plc Microgen Holdings plc
Interim - Dec 93 Final - Jun B4t Inlerim - Dec 941  Comparisio Final - Uct 83 Final - Oct 54;  Comparision
REV F2504,0008 6,375,180 EA 607,000 TSIEIREV ¥ 53,357,000 EB8 774000 2%
PBT £ 41,000 £ 426,144 £ 105,000 +156.1%| PBT £ 6,700,000 £ 6,173,000 -7.9%
EPS 0.56 4.32p 0.88p +57.1°4| EPS 10.50p 10.00p -4.8%4
DRS Data & Research Services plc plc
Final - Dec 93% Final - Uec B4 tompansior|| Final - Dec 94 Final - Dec 94 " Comparision
REV T35 000 Y H798,000 -21.0%| REV YOEE 170,000 £ ujmm“ﬁgzm
PBT £ 1,950,000 £ 1,487,000 -23.79%4| PBT £ 1,611,000 £ 2,560,000 +58.9%
EPS 4.02p 3.00p -25.4% lEF‘S 2.10p 3.00p +42.9%
Division Group plc
Final = Ocl 93 Final - Ocl 4] Compansiorfl Tnterim - Nov 93
HEV 12078600 ¥5 276,600 +1586% HEV Y42 686,000 ¥ ey
PBT -£ 503,000 -£ 1,440,000 Loss bothi] PBT: £ 8,012,000 £ 11 245 UOO +40.4%
EPS -2.10p -4.30p] __Loss botHl| EPS 14.00p} 16.20p +15.7:/#

Electronic Data ] Prncessln g

On Demand Informatlon

Tnterim - Jan 94

le
Tnterim - %H'QB

11,847,000
-£ 669,000 -£ 1,333,000 Loss both
-1.60p -2.60p Loss both

Comparision
E 5,1.’26’.‘636"““"“""‘%‘6.3%

Oxford Molecular plc

Final = Dec 9% Final - Dec 94§  Compansion
,4087000 BB 7650008 5529
-£ 1,265,000 -£ 2,906,000 Loss both
.82 -8.90p -8.60p Loss both
INSTEM plc Ic
Final - Dee 53 Final = Dec 54 Final = Nov 93} Firal - NSV 541 Compansion
HEV 18,254,000 687200 217,259,000 £OEE 530,000 2155
PBT £ 1,021,000 £ 1,153,000 £ 4,107,000 £ 8,016,000 +95.2%
PS 14.80p 16.80p 4.10p} B.10p +97.6%(
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) ‘announced this month
Sema Group plc

Parlty plc

Final -'Dec 83 Final-"Dec 94 Final-"Dec 93 Final'-"Dec 847 Comparisior

HEV 19,768,000 T 7T, TEUT9uZ 000 TR, 717,000 T8
PBT -£ 228,000 £ 4,176,000 £ 24,855,000 £ 32,034,000 +28.9%
[EPS -1.88 7.19p 16.62p 20.98p +26.2%|

Pegasus Group plc Sherwood Computer Services plc

Final - Dec 93 Final - Dac 94 Final - Dec 93 Final - Dec 941  Comparisiony

HEV T 502000 £, B0H; 000 F 2T 56T 000 T 25069,000 5
PBT £ 6,930,000 £ 243,000 -£ 1,998,000 £79,000{ Loss to profit]
EPS 72.00p 3 12.40p -35.78p -10.73p Loss Both

Persona plc Spargo_Consulting plc

Final - Dec 93 Final - Dac 94 Final - Dec 93 inal - Dec 947 Comparisiorg

REV U2 EET 000 TAT537,000 T4 HBY000 EE 078,000 oA
PBT £ 1,748,000 £ 2,059,000 £ 483,000 £1,211,000 +150.7%
EPS 10.26 11.42 2.58p 6.29p +143.8%
Phonelink plc Standard Platforms Holdings plc ‘1

Tnienim - Sep 93 Final - Mar 93F Intenm - Sep 94 Final - Sap 94 Final -W

REV F 588,000 £1,237,600 F797,000 F3,167,478 F 1,305, 58.7%
PBT -£ 301,000 -£ 1,761,000 -£ 1,963,000 -£ 1,065,027 -£ 143,280 Loss both
EPS -0.80p -5.00p -5.50p -10.50p -1.10p Loss both

Proteus Inte na

tlonal plc Superscape VR plc

PF Thienm - Jan 9aF PE Final - Jul B4PF Thterim - Jan 95]  Comparisiort

£380, 121 FH5G,1492 4783 +22 8%
-£73,280 -£ 238,024 -£ 844,662 Loss both
-2.20p -6.10p -15.90p Loss bothy

24.2 :
Quality Software Products Holdin s Total Systems plc

Final - Dec 93 Final - Tntenim - Sep 94t~ Final - Mar 94t [nlerim - Sep 043 Comparision

HEV 15948548 ¥ 16.494.732 078,044 E2 002429 27,088,501 +18%
PBT £ 553,244 £ 2,512,400 £ 12,330 £ 141,918 £ 7,460 -39.5%
[EPS 6.70p 27.50p 0.07p 0.96p 0.04p -46.6%]

RM plc Trace Computers plc .

Inferim - Mar 94 Final - Sep 94} Tnferim - Mar 95 fnferim - Nov 98F ~Final - May 84} Tnferim - Nov 947 Comparision

HEV £28,745,000 £'65,403,000 ¥ 33,558,000 E'5,200,000 16,628,550 E'§500,000 337
PBT £ 155,000 £ 3,769,000 £ 1,041,000 £ 216,000 £ 409,901 £ 223,000 +3.2%
EPS 0.60p 15.50p 4.00p 1.20p 2.33p 1.21p +0.8%

Radius plc Unipalm plc
Final - Dec 53 Final - Dec 854 Intenm - Oci 83 Final - Apr 94t Interim - Oct 94§  Comparisiony
REV 23,273,000 £ 24,866,000 T4 543,600 £10,753,000 £7B0%,000 Ly

PBT -£ 1,171,000 £ 1,451,000 £ 148,000 £ 272,000 £ 149,000 +0.7%
EPS -3.20p 2.87p 0.50p 0.89p 0.47p -6.0%
= —

Real Time Control plc Vega Group plc

Inferim - Sep 94 Final - Mar §4F Inlerim - Sep 94 Final~Apr BT = AprABY - Comparnision
HEY TAETY b0 8534000 15 8,4§‘T%UU, ;
PBT £ 424,000 £ 1,387,000 £ 1,050,000

EPS 4.10p 13.30p 12.00p

10.01p

i

Flolfe & Nolan plc Virtuality Group plc
2 Fmnal-Feb 94 o Final - Feb 95 Final = Dec 93¢ Final - Dec 943 Comparision
HEV — 2AZ7200000 E°5 400,000 E s,126’,’UUU““’“““’%'69’.D’%
PBT{  Eisyaoonl £ 1,512,0 -£ 365,000 -£ 1,397,000 Loss both
EPS | o saopt b e -1.70p -5.30pi ___Loss both
Sage Group glc Vistec Group plc
Interim - Mar 94 Final - Sep nierim - Mar Final - Apr 94 Final - Apr 85§ Comparision
HEY P25 00,0007 50888, 000 50,822,000 078,000 250,172,600
PBT £ 6,864,000 £ 14,252,000 £ 11,740,000 £ 3,409,000 -£ 327,000
EPS 22.20p 45.40p 37.30p __2.06p -0.38p
Sanderson Electronics glc Wakebourne plc
Trferim - Iar 945 Final - Sep 94F  Inferim - Mar 95 Final=Déc 99 Final = Dec 94
REV EE 2777600 [affckfte]:Y MO Tii] 27,078,000 227275000 35,338,000
PBT £ 2,169,000 £ 4,228,000 £ 2,805,000 -£ 18,649,000 £ 1,865,000
[EPS 4.00p 7. 30p 4.60p -143.80p 4.00p

'After 1he awfui losses of 1991
up 3.5% at £181.1m. But this is : :
PBT reported back in 1989, AI‘QUI'ld 303’0 Of reVenues (257!’“) Six year Revenue and PBT Record
are IT related, £38m from the UK market. - . i Relative to 1989

But perhaps there were other reasons why |t was conmdered ‘ e e | Herora
- such a good year. Bonuses increased from £9m to £15.2m Fiss7m
‘and “net cash became positive in Augusr and ended 1994 |¥*"1
at £11.5m. Finally, Jon Moynihan, the “new’ CEO at PA
who has spearheaded its recovery, was awarded an OBE
in the Queen’s Birthday Honours, = "
In 1989, PA postulated a float. Although PAisa Corporate_.
entity, it operates more like a parinership. '
“are owned by the staﬁ and 80% by an emptoyee lr' .
Moynihan thinks that consultancies operate better as
partnerships and that investors do not put sufﬂc%ant value j B e [l
on people based businesses, [ Sy 5
Current valuations of such compames fromAdmwa* to Vega 1989 1990 1991 1992 1903 1994 F(ESm)
|tend fo dispute that view, G T — :
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Catalyst Development has merged with IT recruitment
agency JM Management Services. ICL has bought a
controlling stake in Germany's Aquarius Robatron
Systems for “more than £20m”. Aquarius produced
150,000 PCs last year - thus boosting ICL's PC
manufacturing capability by 50% and making ICL a major
supplier to the German market. Lynx has now completed
its withdrawal from the leisure market with its sale of Town
Art Group to Crown Products for £1.2m. As we reported
in full last month, Lynx will now concentrate solely on its
SCSI activities. 4Front Software International Inc. has
acquired distributor Compass Computer Group ‘for an
undisclosed sum’. 4Group also owns Xanadu Systems,
K2 Systems, C| Support and ActionTrac in the UK. IT staff
agency/recruitment consultancy, the Lorien Group, has
acquired IT staff agency Telfast for £2.1m. Oracle has
bought the OLAP arm of IRl Software for $100m. IRI has
revenues of around £12m in the UK and most of IRI's UK
staff will transfer to Oracle - provided they can live with
the insecurity. Executor Computers has appointed the
receivers. Another UK pioneer bites the dust...Cambridge
Micro Computers has gone into voluntary liquidation.

Pearson Group in another SCSI purchase

Pearson, you may remember, undertook the largest UK
software acquisition last year when they acquired,
amongst others, Software Toolworks for £310m. This
month they have invested £3.5min US Worlds Inc. whtch

Cedardata plc

feo.om
i ea.om
er.om
8 £6.0m 4
.;:': £5.0m 4
ed.om
“fevom
te2.0m
“fet.om

“feo.om

1081 1902 1093 1904 1906

Bl Revenue EPBT
Year onding 318t March

3 nthe_y_eariq' 1st Mar. 95

fo. ed S0 hmply; m Ze]y_
L mcreasmg from their launch price of 105p to just 115p7

.': Lfalt of 9% this year

July 1995

7

pla

P&P expands IT training

Following on from the obvious
Plc success of their purchase of QA

Training last year, P&P has this
month completed the acquisition of The Technology
Training Centre (TTC) for a max. of £2m (£500K deferred
for six months based on performance). TTC made profits
of £400K in 1994 and will add 23 trainers to take P&P’s
total to over 200
Our long term support for P&P is well known although
their performance has strained this to the limit on
occasions. But the move away from high volume/low
margin product distribution towards services has always
had our backing. Given that P&P’s share price is up 57%
in the last 12 months, our enthusiasm is now clearly shared
by others.

¥ sa whole will be
Iarb/as we see the benefits ofthe BML
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Granada continues recovery
The bad days at Granada Computer Services now seem
a thing of the past. Latest Granada plc interim figures to
1st Apr. 95 report “computer services achieved increased
turnover and profit overall with strong performances from
the UK and at the Computer Disaster Recovery business”,
One of the reasons was thought to be the tie up with
several of the major outsourcing companies. But questions
have been raised over the profitability of these deals.
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DCS Group buys Computer Systems for Industry
Life is getting more and more interesting for DCS and its CEO Ray Spence. Back in Feb. 1994 Nesco Investments
sold its Nigerian interests and concentrated on its SCS| activities under the DCS banner where it has around a 25%
share of the motor dealer systems market with their Global Dealer Management System.
In March 1994 they completed a 1-for-3 rights issue at 55p to raise £1m and then bought Motis (£300K), G.S.| UK
(£400K), a stake in French Aagic SA and European Dev. & Systems (Spain). _
This month DCS shares were suspended at 78p on the announcement that they were to acquire Computer Systems
for Industry for a max. consideration of £8.2m - £6miinitially (half in cash, half in shares). The remainder will be paid
if CSI profits fall between £450K and £780K for 1995. The cash portion is to be funded by a placing and 1-for-2 rights
issue at 75p. After the previous rights issue, shareholders already have a taste of the potential rewards. The EGM on
30th June approved the take-over and dealings will recommence on 3rd July. 99.5% shareholder backing was received.
Institutional support for the placing has been excellent and applications had to be scaled down.
CSI develops and supports software “for industry’s supply chain management process” with its CIEL/400 and CSP
products for the IBM AS/400. Indeed, IBM has one of its many 10% stakes in CSI - which it will exchange for a 5%
stake in the new DCS Group. Around a third of revenues come from products, a third from support and the rest from
services and outsourcing. Last year CS| won an £8m FM deal with Northem Foods. CSI “has been consistently
profitable since its formation in 1983 with the exception of the 15 month period ending 31st Dec. 93 when a loss of
£175K was incurred. This loss was caused by a disproportionate growth in the cost base in comparison to the growth
in revenue”. An ex-IBMer had been appointed as CEO and had introduced the typical IBM bureaucracy. Interestingly,
CSlI's R&A for 1993 stated that they spent £444K to get the TickIT award. £920K of annual costs have since been
removed.
But in the year to 30th Sept. 94 CSI reported PBT of £716K on revenues of £13.5m. In comparison DCS had
revenues of £6.4m and PBT of £426K in its last full financial year to 30th June 94. So its a mighty big bite for DCS
which will treble their revenues to become a £24m rev./450 people SCS| company. There are few companies - as
readers know only too well - who have not suffered either acute or chronic acquisition indigestion after such a big
meal.
But DCS has known CSl| for 10 years and have been discussing the current deal for 3 years now. They have confidence
that they will not find anything untoward when they take control. The current CSI management will remain. Robert
Williams, the Chairman, CEO and main shareholder in CSI, will become deputy chairman of DCS.
Although the three get £1m each, that's hardly enough these days to retire on. The main rewards come downstream.
The companies have a lot in common. In addition, the prospective P/E is a quite reasonable 8-10 - a reflection of the
current ‘poor sentiment” towards the sector.
DCS MD Ray Spence told us that one of the few institutions which declined the placing did so saying ‘the deal isn’t
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Stock Market - a month of big gains - and big losses - again

On the surface - despite the Tory leadership debacle -  fall this year. “Given the chequered history in the days
none of the indices moved much in June. But, yet again, = When it was known as Maddox, the market will need
that hid some mega price changes. plenty of convincing before it accepts the company’s
Oxford Molecular were up nearly 40% to 78p (they were  recovery story”. Source - Investors Chronicle 30th June 95.
a new issue at 80p in Apr. 94) on the announcement ofa  [30th June 95 CSI Index 1562.39
long term deal with Glaxo Welcome who will now have FTSE 100 3314.60
the right to develop the software for their own use. LBMS  [5o-oeex=1000 on o el 1322 FrsgchaIICap =TEE e
(p8) were also up 34% on results and resolution of the
PRS dispute. Coda (p11) put on 23% - that's a 64% rise
. . - - 0, 0y
this year - but are still around a half of their new issue  [Month (26/5/95 - 30/6/95) -1.07%|  +0.11%|  -1.16%
3 Mi up 12% to 399p - al tEack o From 15th Apr 89 +56.24% +61.40%
Price. Misys were up 1% P - amost back to thé  |From 1stJan 90 +69.81%| +40.33%
409p on the day they launched the ACT bid. From 1st Jan 91 +120.72%| +53.43%
Proteus (p4), however, lost 30% on increased concemns. E’O'“ 15: ja" gg +42-gg:f +?§-ii:/2 T
o, . ) . rom 1st Jan -1. o +16. +32.36%
MR (p2) were d_own 23% as a result of their ;'Jroms waming. | m 1st Jan 94 -6.429% -3.04% 1.73%
Wakebourne is down another 21% - that's a near 50%  |From 1stJan 95 +4.22% +8.13%|  +5.15%
Share price | Share price | Capitalisation | Capitalisation
Share Price | Capitalisation | Historic Ratio | CSl Index % move % move move (£m) rmove (£m)
30/6/95 (£p) | 30/6/95(Em) P/E |Cap./Rev.| 30/6/95 |[since 26/5/95 | in 1995 [since 26/5/95| in 1995
Admiral £6.75 £83.00m 20.5 1.68| 4891.30 2.27% 6.30% £7.10m| £10.60m
Azlan £1.91 £41.60m 15.3 0.46| 830.43 6.70% 42.54% £2.60m| £12.30m
Capita £1.80|  £98.60m 18.5 1.34| 5405.41 -2.70% 9.76% -£2.80m £9.10m
Cedardata £1.15 £35.20m 14.6 3.94| 1095.24 6.48% 13.86% £2.20m £4.30m
Centregold £0.50 £21.50m 6.8 0.24| 400.00 -15.25% -56.90% -£3.90m| -£25.20m
Clinical Computing £0.32 £5.18m Loss 3.52| 258.06 -11.11% -52.24% -£0.65m -£5.72m
Coda £1.26 £33,00m Loss 1.41| 536.17 23.53% 63.64% £6.30m| £12.80m
Compel £1.14 £17.40m 11.0 0.32| 912.00 0.00% 4.59% £0.00m £0.80m
Computer People £2.90 £71.00m Loss 0.73( 1193.42 7.01% 19.83% £4.60m £11.70m
Computerised Financial £0.78 £3.67m 22.0 1.18| 866.67 2.63% | -24.27% £0.10m -£1.17m
Cray Electronics £0.56| £132.60m 6.5 0.49| 327.49 -15.15% -65.33%| -£23.90m| -£250.80m
CRT £0.94 £63.30m Loss 1.34( 1044.44 -3.09% 18.99% -£2.00m|  £10.10m
DCS Group £0.78 £7.41m 21.9 1.16| 1300.00 2.63% 6.85% £0.19m £0.50m
Division Group £0.74 £32.50m Loss 6.17 1850.00 -15.91% -36.75% -£6.10m -£7.00m
DRS Data & Research £0.23 £8.26m 6.0 0.94( 209.09 4.17% -28.13% -£0.36m -£3.14m
Electronic Data Processing £1.30 £34.10m 12.7 2.43( 3980.40 -5.80% -9.09% -£2.10m -£3.40m
Gresham Computing £0.31 £10.10m 23.8 1.55 333.33 -6.06% -16.22% -£0.70m -£2.00m
INSTEM £1.24 £5.58m 7.4 0.33( 1240.00 -5.34% -17.33% -£0.31m -£1.22m
JBA Holdings £1.55 £51.50m 13.2 0.57| 968.75 -7.74% 1.97% -£3.90m £1.30m
Kalamazoo £0.93|  £18.00m 7.9 0.30| 2657.14 -5.10% -14.68% -£1.00m| -£23.50m
Kewill £2.82)  £34.70m 9.9 1.03 1114.62 -7.54% 17.99% -£2.80m £5.70m
Learmonth & Burchett £2.73 £59.80m Loss 2.52| 2275.00 34.48% [ 241.25% £1550m| £42.40m
Logica £3.75| £232.90m 20.1 1.02| 1027.40 -2.09% 15.38% -£4.90m| £32.10m
Lynx Holdings £0.43 £21.80m 10.0 1.01| 1075.00 -12.24% -8.51% -£3.00m £2.00m
Macro 4 £4.43 £96.10m 12.5 3.94| 1786.29 -1.56% 1.14% -£1.60m £1.10m
MAID £0.85 £69.10m 74.1 7.77| 77273 -4.49% 23.19% -£330m|  £13.00m
McDonnell IS (MDIS) £0.94 £93.50m 20.5 0.64| 359.62 3.89% -7.43% £3.50m -£7.50m
Micro Focus £7.70| £116.30m 24.0 1.29| 3719.81 4.76% -6.10% £10.50m -£1.80m
Microgen £1.29 £50,80m 14.0 0.86| 551.28 0.78% 26.47% £0.40m| £10.60m
Microvitec £0.37 £27.20m 12.6 0.62( 902.44 -6.33% 1.37% -£1.90m £3.90m
. Misys £3.99|  £333.20m 12.5 357 99254 12.08% -2.44% £28.10m| £138.50m
MMT £1.89 £21.40m 13.4 1.97| 1125.00 -0.53% -7.80% -£0.10m -£1.70m
MR Data Management £0.69 £38.50m 8.5 0.95| 273.81 -23.33% | -37.27%| -£11.70m| -£22.90m
On Demand £0.68 £34.70m Loss 2.39| 871.79 1.49% 1.49% £0.50m £0.50m
Oxford Molecular £0.78 £33.90m Loss| 12.24 975.00 39.20% 30.00% £9.60m| £11.80m
P&P £1.13 £89.20m 13.8 0.34 504.48 11.39% 52.03% £9.10m £31.30m
Parity £1.35 £56.60m 18.8 0.64 7499.97 -4.93% 7.14% -£2.90m £10.40m
Pegasus £1.89) £11.90m 14.1 2.47| 514.99 2.16% 26.00% £0.20m £2.51m
Pareoha £2.00) £24.20m 17.5 0.77| 1250.00 7.53% 25.00% £1.70m £4.90m
Phonelink £2.27|  £80.60m Loss| 64.95 1464.52 -10.98% 6.57% -£9.90m £5.00m
Proteus £0.69 £22.60m Loss n/a 821.43 -29.59% -60.57% -£9.40m -£31.80m
Quality Software £4.92|  £42.80m 16.9 2.60| 1294.74 11.06% 28.46% £4.30m £9.50m
Radius £0.39  £10.80m 13.5 0.43| 28261 5.41% 2.63% £0.50m £0.20m
Real Time Control £1.82] £12.70m 13.8 1.49| 3714.29 10.30% 6.43% £1.10m £0.70m
AM £2.15 £36.20m 11.8 0.55| 1228.57 -5.29% 4.37% -£2.00m £1.50m
Rolfe & Nolan £1.65 £20.10m 24.6 1.41| 1964.29 0.00%| -10.81% £0.00m -£2.30m
Sage Group £9.57| £204.80m 15.8 4.02| 7361.54 -0.31% 41.99% £0.30m|  £63.90m
Sanderson Electronics £0.95 £39.00m 12.3 115 1617.02 -5.94% 20.25% -£1.00m £8.60m
Sema Group £3.83 £357.00m 18.3 0.60( 1204.40 0.26% -6.13% £1.00m| -£21.60m
Sherwood £1.39 £90.87m Loss 0.39( 1158.33 0.72% 73.75% £0.07m £4.99m
Spargo Consulting £0.80] £10.00m 12.7] 1.66 842.11 -3.61% -12.09% -£0.40m -£1.40m
Standard Platforms £0.22 £6.89m Loss 5.26 97.77 25.71% 57.14% £1.41m £4.37m
Superscape £1.81 £9.59m Loss| 11.15| 914,14 -1.63% | -11.27% -£0.16m -£1.21m
Total £0.25 £2.50m 26.0 120 471.70 0.00% | -28.57% £0.00m -£1.00m
Trace £0.35 £4.90m 16.2 0.26| 280.00 -12,50% |  -14.63% -£0.70m -£0.83m
Unipalm £2.36 £48.40m 265.2 4.50( 2360.00 -1.67% 100.00% -£0.80m £24.50m
Vega Group £2.90  £40.90m 21.5 3.27| 2377.05 -2.68% 10.27% -£1.10m £3.70m
Viruality £2.03 £56.20m Loss 6.16| 1194.12 -11.35% -8.14% -£4.30m -£1.60m
Vistec £0.15 £17.90m Loss 0.36| 630.43 -1.69% 11.54% -£0.30m £1.90m
Wakebourne £0.41 £8.91m 7.2 0.25| 225.00 -20.59% -48.73% -£2.29m -£7.59m
Note: CSI Index set at 1000 on 15th April 1989. Any new entrants to the Stock Exchange are allocated an index of 1000 based on the issue price.
The CSl Index is not weighted; a change in the share price of the largest company has the same effect as a similar change for the smallest company.
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Crawford takes on Oracle

After many leaks, it was confirmed this month that Philip
Crawford, BULL UK’s CEO, was to take on the job vacated
by Mike Harrison as MD at Oracle UK.

Oracle seems to have difficulty with its stance towards
services. Given that Crawford’'s success at BULL UK was
firmly founded on services, we will watch with interest.
Peter Snook, has taken Crawford's place at BULL UK.

10

Arrival on TRACK

We reported last month both on Jeff Trendell's success at
Arrival and, completely separately, on the problems at the
Intelligent Office Company (I0OC). Unfortunately the
receivers were appointed at IOC soon after and this month
Arrival has bought I0C’s TRACK executive information
system from the receivers. This means Arrival now
operates in the US for the first time.
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Coda...” Please be Boring again”
In our long history, we have never got our reporting more wrong than that relating to Coda. Coda received every
accolade we have ever given. We even gave them a rare System House™ Boring award. Well, as we know, Coda has
unfortunately been far from boring in the last year.
Coda was one of the many new entrants in 1994. The placing in Feb. 1994 at 235p valued Coda at £61.7m (equivalent
to a P/E of 24.5 - a record for the year). But around 80% - or £20m - of the funds raised in the float went straight into the
pockets of the Coda shareholders - rather than into the business.
But the maiden interims in July 94 contained the first
Coda Share Price wamning. This was followed in Sept. 94 by another. Results
for the year to 31st Oct. 94 showed an operating loss of
£3.1m and a loss before tax of £8m. In essence, Coda’s
problems were due to a faster than expected slowdown
in sales of their IAS product on proprietary systems -
HP, AS/400 and, in particular, DEC VAX.
On 18th Jan. 1995, Chairman Rodney Potts bought a
further 200,000 shares at 88p boosting his holding to
21.5%. General Atlantic also bought another 880,000
shares boosting their holding to 13.5%.
Their confidence was rewarded in the results for the six
months to 30th April 95. PBT of £993K compared with
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result was struck after expensing £3m of R&D spend.
Although the results showed declines in both HP and DEC VAX revenues, IBM AS/400 revenues increased by a
surprising 10% and revenues from the all important new open systems version were up over 80% . Once again
maintenance (up 21% at £3.7m) and professional services (up 19% at £3.9m) were the star performers. Product
licence sales now represent only 50% of Coda’s revenues. All geographic territories were profitable. A few days later,
Coda announced a deal for CINCOM to resell Coda's open systems products.

We should all remember Coda’s reputation for excellent product and sound management. Nothing would give us more
pleasure than for the last year to be seen in retrospect as a “blip”. Certainly, the share price - up another 24% this
month at 126p (that's a 63% rise this year so far) - is showing signs of recovery.Still a long way to go to reach the 235p
Ia unch pnce though
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Vega Group plc
Eight Year Revenue and PBT Record
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Kalamazoo's full year results to Mar. 95 were unexciting compared to the last year's. Revenue was down very
slightly at £60.7m, PBT was up just 7% to £6.8m and EPS improved 16%.

Chairman Peter Harrop said "The last financial year has been a year of further progress and 1995 will be an important
year for the development of the company. Reshaping and strengthening will continue... The Group has considerable
potential for growth in the medium term.. "A more detalled review next month
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