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types of network traffic. NGNs wil
make class of service much more
granular and offer realtime
application prioritisation. So when
an urgent video conference is
called by the Board, it won't be
degraded by an email shot from
Marketing. It's not that email shots
from Marketing aren't important,
but they can stand a lot more
latency than video conferencing.

The second advantage is
standardisation. As networks
converge around [P, and
increased network intelligence
allows 'thinner' client devices, the
write-once-run-anywhere
application becomes more of a
reality. This will drive adoption of
application hosting and managed
application services more
generally. The question is then, of
course, who will sell and profit
from such services?

What's in it for the telcos?

Could the NGN owners and
operators (i.e. the telcos) use their
beefed-up infrastructure to sell
hosted application services
directly to business clients? We
expect them to take this
opportunity in fwo key areas.

Firstly, telcos see communications
applications as their natural
domain and will continue to push
hosted mail, messaging,
conferencing and other
communications services to their
business customers. Secondly,
telcos see standardised,
networked services as a means to
increase wallet share among small
enterprise customers. Per-user-
per-month offerings such as BT's
eSalesForce CRM address a need
for reliable but cheap application
services that the larger IT services
firms have by and large been
unable to cater for.

The telcos will not, however,
mount a big push into the

corporate applications market.
For one thing, they don't have the
applications expertise to take on
a SAP or an Oracle on their turf.
For BT to compete directly in the
enterprise applications space, for
example, looks both risky and
unnecessary. Better to stick to
selling the network that supports
such services and focus on those
sweet spots in communications
applications and small
enterprises. However, the case
for investing in NGNs has been
made on both improving the
efficiency of existing network
services, as well new revenue
streams through entry into new
areas of the market. This may
mean that while telcos might not
enter the enterprise applications
market themselves, they might
partner with the right players to
provide enterprise applications as
part of their ICT solutions.

A bonus for the software players

NGNs bring a lot of opportunity
for applications  providers.
Software-as-a-service  (SaaS)
needs a lot of network intelligence
and resilience if it is to find
acceptance with large
corporates. Such customers
need to simplify and reduce the
cost of maintaining their
enterprise applications, but they
will only take up services that are
reliable and secure. NGNs should
thus offer a big boost for Saa$S in
the enterprise, and in so doing will
help the software firms in their
strategic goal of shifting from
products into services-oriented
business models.

Positives for IT services
providers

One could be gloomy about the
prospects  for IT services
providers, given the software
providers' entry into services and
the increasing ability of the telcos
to offer IT services in certain areas

of the market. These are
undoubtedly competitive threats
driven by NGN-enabled
convergence. However, IT service
providers should not despair.

In the converging world of ICT,
networks are designed and run
to support applications as well
as communications: voice is
becoming just another IP
application. Many ClOs already
see their networks this way. This
means they often see the value
of involving enterprise
application experts in their
network strategies.

LloydsTSB, for example, chose
IBM (in partnership with Vanco),
rather than BT, to run its IP
network. So the opportunity exists
for IT services providers to address
areas of network business that
were previously out of their reach.
As NGNs take effect, that
opportunity can only grow. IT
services firms will need to grow
their in-house network expertise in
order to take advantage of it.
Simultaneously, the competitive
threat to the telcos' enterprise
network revenues will grow.

The unknown unknowns

And so the next generation of
networks promises to bring
telcos, IT services firms and
applications providers into ever
greater competition. And that's
just the bit we can predict right
now. Such is the disruption NGNs
will cause that we have no doubt
new business models - and
indeed new types of business -
will emerge to exploit it, Looking
beyond the business
environment, NGNs could, for
example, be the basis of mass-
market hosted computing and
entertainment services we are not
yet able to devise. With 20Mb or
more into every home, a lot more
becomes possible.

(Phil Codlling)
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Holway Comment

Pace of
accelerates

disruption

On 19 September 2006, |
addressed 50 of the very top
CEOs in our now annual ICT
Leaders' Dinner for the Prince's
Trust Technology Leadership
Group. We are proud, here at
Ovum, that the events that we
have participated in for the
Prince's Trust have raised over
£500,000 since our involvement
started in 2002.

The key messages of my
presentation will, of course, be
familiar to all SystemHouse
readers. Top line growth for the
ICT sector has moderated but
disruption  has intensified,
creating huge threats for the
established players and equally
huge opportunities for new
players and current players
wiling (and able) to make the

changes required fast enough to
compete.

How slowly things changed in
the past

Since | started in the tech sector 40
years ago | have always believed
that | worked in a fast changing
environment. The move from
mainframe to distributed systems
took over 20 years. The move to
PCs took another 15 years and the
Internet took at least ten years to
go from geek to mainstream. Even
in the consumer space, text
messaging, digital cameras, music
downloads and the like have all
taken quite a considerable length
of time to move from early adopter
(i.e. me) to mainsteam (i.e. most of
my friends!)

In every sense, | see that rate of
change accelerating - not in
small, difficult to notice, steps, but

Richard Holway

in huge 'Wow, is it really
happening THAT fast?" strides.

Global sourcing moves to
mainstream at alarming speed

In IT services, perhaps the most
significant example is the move
towards global sourcing. Our
recent report for the DTl showed
that labour of offshore origin
engaged in UK IT services work
would double from 64,000 in 2005
to 131,000 in 2008. This is a huge
structural change in a very short

[continued on page four]

the near future.

Disruption and disintegration: change and opportunity in the
UK software and IT services market

An Ovum Event, 11th October 2006

The IT market in the UK may be mature, but it's changing more than ever. Join Ovum for the
evening to explore and debate some of the key disruptions impacting the IT industry today and in

The evening is an annual event held by the Holway@Ovum team. Richard Holway (Director,
Ovum) will chair the evening and will be joined by Senior Analysts at Ovum to present on the
latest topics driving the industry. The presentations will be followed by a Q&A session with a
panel of Ovum analysts specialising in the UK software and IT services market.

For more information on the evening and how to purchase tickets please contact:
Suzana Murshid, Account Manager, +44 20 7551 9071 or email suzana.murshid@ovum.com
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period of time which will have a
major effect on every aspect of our
industry - from the prospects for
employment in IT all the way
through to massive changes in the
leaderboard of the suppliers to that
market. We have been used to
reporting a 'top ten' leaderboard
over nearly 20 years where the
constituent companies remain the
same (barring acquisition!) and just
the places are juggled. Now we
face the very real possibility of not
one but two new offshore entrants
to those hallowed ranks in the next
few vears.

That is change at an
unparalleled rate.

But if you think that is fast, you
should look at what is happening
in the 'social networking' arena.

'‘Blonde
socks...'

chick putting on

Six months back | was alerted by
a Sunday Times article with the
title 'Blonde chick putting on
socks..." A video with this title had
been posted on YouTube.com
and had immediately received 12
million hits. For purely research
purposes you must understand, |
decided to take a look for myself
and entered the often weird world
of YouTube, where amateurs
(mostly teenagers) post short
videos. YouTube now streams
100 million videos per day and is
now the sixth most visited English
language site on the Internet
(Source: alexa.com). Forget ‘geek
to mainstream' in ten years,
YouTube did not exist until early
2005 and, indeed, all the real
action has been compressed into,
at most, the last 12 months.

I cannot think of any site that has
had this speed of take-up.

Initially, YouTube may indeed
appear 'whacky' to anyone over
the age of 25, but it is quickly
turning mainstream. Indeed, since
| started researching this article |

have discovered many other
regular YouTube fans amongst my
friends and colleagues - all well
over 25!

Recently the White House
started posting anti-drug videos
on YouTube, NBC, Warner and
others have started posting their
videos on the site. A Paris Hilton
channel has been launched,
which advertises a forthcoming
TV series. As | write this article
YouTube carries banner ads
from the Post Office and
LloydsTSB. Given the current
pace, by the time you read this |
wouldn't be surprised to learn
that The Queen intends to put
her 2006 Christmas message on
YouTube!

It is all becoming so seriously
mainstream that Microsoft this
month rushed out its own
‘MeTooTube' called MSN Soapbox.

So far YouTube has no revenue
stream but is spending upwards
of $1.5 million per month to
stream user clips. That, of course,
has not stopped the speculation
of how much YouTube would be
worth in an IPO - $2 billion+ and
rising by the day. Pretty exciting
stuff for its  20-something
founders Chad Hurley and Steve
Chen. Names which might
become as familiar to us even
faster than we learned about
Google's founders - Larry Page
and Sergey Brin - or Niklas
Zennstrom of Skype/Kazaa.

'So what?'

Now, | suspect that your current
reaction to reading thus far in this
piece will be 'Inferesting but so
what?. It doesn't affect me.'

How wrong you would be!

Firstly, YouTube is having a major
social effect on its huge young
generation of users. Some,
hopefully most, of the content is
either good or at worst harmless.

But some is downright dangerous
- for example, the many
playground slapping videos or the
dangerous pranks performed just
to get a hot video on YouTube.
The feedback areas of the site
could also be a backdoor for any
aspiring paedophile.

Secondly, people nowadays
expect to do this kind of social
networking at work as well as at
home. ClOs are already telling
us the effect that this is having
on their networks and, indeed,
the demands from staff for
more wikis, blogs and mashing
at work!

Thirdly, YouTube disrupts the
established media channels
which you undoubtedly take for
granted. As young people spend
hours on YouTube so they don't
watch conventional TV or buy
teen magazines. So advertisers
move where the viewers are. The
established media suffers and
cuts investment in  new
programmes. If you were an ITV
viewer you will have suffered the
consequences already!

Big corporations are now
moving fast not to be left behind
in this ‘'social networking'
revolution. News Corporation
has already bought MySpace -
already the fourth most visited
English language website. The
$580 milion price tag looked
high a year back. They have
since signed a $900 million deal
with Google which makes it look
a veritable bargain now! Mixi, the
much smaller Japanese
equivalent to MySpace, has just
floated with a $2 billion
valuation. Yahoo! is said to be in
serious discussions with
Facebook, with a $1 billion
valuation rumoured.

The other 'natural reaction' is to
quote the ‘faster they rise, faster
they fall' maxim. That is very
dangerous set against the
mistakes many made in writing off

[continued on page five]
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the prospects for companies like
Google.

Social networking will go
mainstream very fast

My own bet would be that 'social
networking' is not only here to
stay but will be huge. It is quickly
moving out of its teenage base.
Within a short time you will be
watching YouTube videos of your

We spent the last couple of days
at Unisys's European analyst
conference. The overall message
hasn't changed since last year
when Unisys first embarked on a
broad-based restructuring and re-
positioning (see Hot News 7
November 2005). Unisys is still
targeting its top existing clients
with its "five pillars" of solutions in
Outsourcing, Open  Source,
Microsoft, Secure Enterprise, and
"realtime infrastructure”. And it is
still reducing operational costs,
centralising delivery and removing
operational "stove-pipes".

However, Unisys has thoroughly
refreshed its senior management
and sales teams (half of the
outsourcing sales team has been
replaced). The result, we think, is
significantly more clarity on the
company's future direction and
business pipeline in Europe.
Notable appointments include UK
MD Nick Wilson (formerly head of
IBM Global Services for UK), and
his continental counterpart Jean-
Marc Lazzari (previously vice
president of IBM Business
Consulting Services in France,
Belgium and North Africa).

Comment: After a disastrous
year in 2005, Unisys reined in
much of its business to focus on
its strengths. The Unisys we met

grandson, your company will
have a dedicated YouTube
section to enable employee
communications, you might start
posting your own business video
blogs or designing business
marketing campaigns embracing
YouTube. Who knows, | wouldn't
bet against a daily Holway
YouTube posting of views on
topical tech subjects that you will
view as part of your 'Martini
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Moment' - anytime, anywhere
and on any device.

Of course that would bring the
disruption right onto Ovum's
doorstep in terms of the way we
deliver and charge for our
services {0 you.

So we all have to take care as the
rate of change accelerates and
disruption rules.

. UNISYS' NEW MANAGEMENT FOCUSES ON THE
UNISYS) grpenarhs

Unisys UK revenue segmentation FYE 31 December 2005, est. at

£490m total revenues

Hardware
6%

Software

Systems integration
jconsulting 25%

Qutsourcing/
support services 6%

Source: Ovum

yesterday was refreshingly plain-
spoken about its future direction,
which will be driven in part by the
following actions.

Prioritise existing customers: too
many clients were being asked
to follow Unisys on its journey
from a hardware player to a
services player. One result of this
was confusion for clients and
frustration for Unisys as it failed
to get a clear message across
about, for example, its strong
reputation for delivery. Unisys
has now identified its top 500
worldwide accounts (of which
168 are European) and has
segmented these into three
levels of priority, dependent on
their strategic value to the
company. By focusing more
effort on these selected clients,
Unisys aims to triple its revenue

BPO
54%

Other
5%

Telecom g
15% i

AL
TRy

q X
Fal i

Financial
senices
50%

h
0

Public sector
30%

in the top 50 accounts and
double its revenue in the next
200 accounts.

Capitalise on existing technology:
it has never been a sexy
company, but some of Unisys'
technologies still have surprisingly
strong presences in key markets.
For example, HOLMES for Police
forces in the UK, the UFSS
platiorm in financial services, its
"call-back" and messaging
platforms to the telecoms
industry, and finally its security
and logistics solutions, which
have been used for Homeland
Security in the US, but also in
Europe and the Far East.

Business process outsourcing
(BPO): although some in Unisys
might regret having ever entered
into its once onerous IPSL and

[continued on page six]
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uIsSL arrangements, the
opportunity in the market is
simply too large to ignore.
Thankfully, IT transformation is no
longer the main message here,
and Unisys is injecting a new
realism into Unisys' UK BPO
strategy that should rebuild the
company's credibility in this
market. If this can be achieved,
Unisys could start targeting a
broader range of vertical BPO
services such as mortgages and
electronic payments processing.

Otherwise, we found Unisys to
have a realistic positioning in IT
infrastructure outsourcing, where

Cologne-based testing services
provider SQS announced its results
for the six months to June. The
AlM-listed firm confirmed revenue
growth of 18.5% to euro31.5m.
Operating profit fell by 6% to
euro1.9m, taking the operating
margin down from 8.0% to 6.3%.
PBT was up 2% to eurol.7m,
while earnings per share fell from
0.10p to 0.07p. As expected there
is no interim dividend but the
company still intends to pay a final

dividend for 2006.

Comment: SQS had previously
flagged the strong H1 revenue
growth, all of which was organic,
in a July trading update. But the
results announcement brought
disappointing news on H1 profits.
The reason behind the lowered
margin is pretty straightforward:
as CEO Rudolf van Megen and
CFO RenE Gawron explained to
us in a discussion following the
results, SQS hired 55 new
consultants in the period, and
needed to put them through a &
week training course before they
could begin to earn fees.

This bullish H1 recruitment puts
a lot of pressure on the company

it is interested in the opportunities
presented by upcoming renewals
that will move from large single- to
smaller multi-sourced contracts.
Priority will be given to multi-
country and ideally multi-region
deals where Unisys could credibly
play on its size advantage to be
more nimble than its larger
competitors. The company's real-
time infrastructure (RTI) offering is
also food for thought and is a
credible contribution to the
industry debate on service
componentisation and
infrastructure  standardisation.
Here Unisys' potential advantage
is its lack of proprietary tools and

to deliver second half growth.
There are some positive
indicators, with SQS reporting a
healthy pipeline that includes a
number of large testing deals. It
claims it's starting to win against
some of the larger IT services
providers, citing a recent
example in Germany (details of
which should follow in the
coming weeks). Meanwhile, it
also sees growing opportunities
as a specialist testing
subcontractor to the outsourcers
and Sls. Managing the "co-
opetition” that such relationships
will inevitably bring looks like a
key task ahead for the company.

Cresta transforms SQS’ UK business

N
9]
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systems, and the company is
comfortable to take a relatively
strong line on the need for open
industry  standards in next
generation IT infrastructures.

The fundamentals of its new
corporate strategy are sound.
Unisys must now prove it can
deliver on this vision. Much will
depend on how much autonomy
the US HQ returns to the
European operations,
ameliorating the centralised
control imposed last year when
things were really heading
downhill.

(Samad Masood)

HIRING AT SQS HITS FIRST HALF MARGIN

In SQS' three key markets,
business with UK customers was
down 1% to eurod.4m, but
Germany and  Switzerland
showed good growth (at 18%
and 50% respectively). SQS told
us that some of the sluggish UK
performance - and indeed the
rapid growth in Switzerland - was
due to the need for a team of
English-speaking consultants to
work on a project in Switzerland
during the period. Revenue
growth from UK-based staff was
just into double digits.

The key challenge for the UK
business in the second half will be

O Estimate with Cresta
BPre-Cresta

Switzerland Other

[continued on page seven]
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integrating and gaining the
benefits  from the Cresta
acquisition, which completed July
1st. Founder-run Cresta makes
SQS UK a euro40m p.a.
operation, and thus on a par with
Germany. The new enlarged UK
operation will be run by a mixture
of Cresta and SQS management.
The acquisition reduces SQS's
over-reliance on a single, albeit
large, market. SQS also expects to
be able to drive cost savings in the

' Consulting

We met up recently with Scott
Hamilton, a partner at PA
Consulting Group specialising in
sourcing advice. This is a big
area for PA (representing about
11% of its UK S/ITS revenues
last year), and the consultancy
recently  joined up  with
Manchester Business School to
launch a workshop programme
on sourcing for senior
executives. Hamilton reports
healthy growth continuing in the
sourcing market.

Comment: The Manchester
Business School course is not a
new service line for PA, but it's a
good chance to build its brand
among general business decision
makers. We see a continuing
niche for consultancies with no
outsourcing arms to position
themselves as independent
advisors  on sourcing to
businesses. PA has a strong claim
to this area, given its long track
record in management consulting
and change management, but
also its strengths in IT services.

If we divide the sourcing process
into three phases of strategy
("what services do we need to
support  business growth?"),
procurement ("get us these
services!") and execution ("make
this deal work!"), PA has a good

UK business, and predicts that
both G&A and R&D expenses as a
proportion of revenue will decline
in the coming periods.

Asked if more acquisitions were
on the cards, van Megen told us
that SQS believes it has adequate
scale in the UK, Germany and
Switzerland to pursue an all-
organic growth strategy. So its
attention is turning to other
opportunities where it is less well

claim to work in all three phases.
This gives it an advantage
against the pure-play sourcing
specialist advisers like TP,
Morgan Chambers and Orbys
(the latter having just been

bought by Ovum).

The sourcing specialists are
obviously strongest in that middle
phase of the process: Hamilton
says he'd rather not compete with
pure-play sourcing advisers if the
deal only covers the procurement
process. But combine the middle
bit with one or two of the other
parts, and the IT consultancies
come into their own. And PA - like
other IT consultancies - has a
trump card versus the sourcing
specialists: its understanding of
technology can arguably give it a
deeper insight into the technical
strengths of rival bids. It can also
play a role in facilitating the
continuous introduction of
innovation over the lifetime of
outsourcing deals, which is an
increasingly important priority for
long-term outsourcing contracts.

Meanwhile, the sourcing
specialists are being pushed into
covering execution as well as
procurement by some clients,
who think advisers work better if
they stick around to make the
deal work. That brings sourcing

SYSTEMHOUSE
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represented - for example
Scandinavia, and Europe's third
largest IT services market, France.
In the second half and into next
year, however, it's clear that the
key to getting margins moving in
the right direction is SQS" ability to
keep its consultants highly utilised
on major testing projects. So we'll
be watching closely for evidence
of contract wins in the coming
months.

(Phil Codling)

PA CONSULTING GROUP GROWS ITS
Group | UTSOURCING ADVISORY SERVICES

houses more directly into
competition with the
consultancies, and means that
the latter's business and IT
consulting expertise becomes
more of a differentiator.

PA's response is obviously to
stress the need for a more
strategic, business-led view of the
sourcing process. Hamilton
understandably argues that
spending on the three phases is
skewed wrongly; he says
historically it's probably been
around 10/80/10, whereas he
thinks it should be more balanced
across all three domains, possibly
towards 50/30/20, reflecting PA's
strengths! We're rather sceptical
that businesses will adopt a
particularly strategic attitude to
sourcing, given the rather
opportunistic and rushed way
these issues are too often
addressed, but Hamilton has a
good argument.

For PA, the threats include a
major push into sourcing advice
by the Big Four and high-level
consultancies like McKinsey, Bain
etc. To meet this threat and to
drive differentiation versus the
sourcing specialists, we think PA
will strengthen its capabilities in
the sourcing strategy space,
given its genuine management-

[continued on page eight]



SYSTEMHOUSE
OCTOBER 2006

[continued from page seven]

consulting background (it's not
just an IT consultant).

What would happen if a
consulting house were to buy a

-5%
248p

[ompulacenter

Yesterday we headlined
Computacenter's financial results
for the six months to end June
2006. Revenue declined 3.5% to
£1.11bn. PBT was up to £14.5m
(H1 of 2005: £8.2m), while EPS
was 4.3p (H1 of 2005: £1.2p).

In the UK specifically, revenue
declined from £661.1m to £715.5m,
but operating profit improved to
£16.4m from £14.9m - taking the
margin to 2.48% from 2.0%.
Services revenue in the UK was
£134.5m, or 20% of total revenues.

Comment: The point to make on
the profits is that the 77%
increase in PBT partly reflects the
very poor performance in H1
2005. However, we would add
that work has also been done to
focus on higher margin activities
and cut costs. The profit story
over the past two years is not a
particularly nice one. In the UK,
operating profits slumped 44%
(H1 2004 versus H1 2006), while
the margin declined from 3.9% to
2.5%. Life hasn't been any more
pleasant across the other
geographies. France and Benelux
are STILL loss-making, while
Germany has seen profits 'yo-yo'
but ultimately decline to £500k.
We find it hard to believe that
given France's emphasis onN
resale, and its on-going loss-
making situation, management
aren't thinking seriously about
what the future holds for this
business. We wouldn't be
surprised to see it go up for sale
in the near future.

sourcing  specialist?  That's
unlikely, since the cultural fit
wouldn't be great, but some of
these players are serious about
sourcing advisory work. It was

interesting to see former Orbys
director Alex Blues defecting to
KPMG last year, to build the firm's
sourcing advisory business.
(Douglas Hayward)

COMPUTACENTER SERVICES: A WORK IN
PROGRESS

Geographical split of H1 revenue: UK is the leading force

13% 1% _

The German business has a
different profile to both France
and the UK - it has a much
greater focus on services and
enterprise products. The issue
management needs to address
here is its infrastructure, back-
office, and sales force capability,
which are all still geared towards
supporting an organisation with
a larger personal systems
business.

The UK business is by far the
largest in the group, accounting
for 60% of revenues. UK
revenues declined 7.6% to
£661m in H1 20086, largely due to
hardware price declines. It is,
however, evolving in the right
direction - with PCs now
accounting for less of the
business and services accounting
for more. This evolution is set to
continue over the longer-term,
meaning shareholders will have to
show patience.

H1 was a "disappointing" period
for the managed services
business (+1.88% at group

UK

B Germany
O France
B Benelux

level) - and it faces further
challenges as Computacenter
fights to retain a £30m p.a.
contract at BT (set to conclude
next March) and a £5m p.a.
contract with another unnamed
customer. These will continue to
be testing times for its managed
services business.

We would, however, highlight
some broader positives across
the services business. Firstly, the
project services business has
seen good growth (12.29% at
group level) - partly driven by its
new server virtualisation
proposition. Secondily,
Computacenter's heavy
investment into services that can
be shared across its customer
base (e.g. helpdesks, technical
skills) makes good sense for a
company that needs to be as
stream-lined as possible.

The sheer size of the resale
business (cB0% of its revenues)
can drown out the fact that
Computacenter is actually the
25th largest services

[continued on page nine]
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organisation in the UK - larger
than arguably better-known
names in services such as
Steria, Liberata and Xchanging.
In a market where PC prices are
only going in one direction and
where growth in IT services is

Resourcing, solutions and training
company, Parity, has returned to
operating profit for the six months
ended 30 June 2006. Revenue
increased 9% to £73m, while
operating profit stood at £244k -
up from last year's loss of £1.1m.
All three divisions are now
profitable,  with  revenue in
Resourcing up 20% to £53.7m,
Business Solutions down 17% to
£10m and training down 12% to
£9.2m. Net debt stands at £4.8m,
down from last year's £15.4m.

Comment: Parity has been on a
tricky road to recovery. Indeed, the
journey is far from over. Chairman
John Hughes took the helm
during very dark days, and he did
an admirable job of trimming
costs and setting the strategic
direction. Yes, the company is
now back in the black at the
operating level, but this is
absolutely not the end of the story.

single-digit, Computacenter
needs to get its strategy just
right in order to ensure future
financial success. Management
have been careful to emphasise
that Computacenter is a work in
progress. We think it is

SYSTEMHOUSE
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generally moving in the right
direction, but our concern
remains the timescale. Can it
transform itself before the
market - and competitors - get
the better of it?

(Kate Hanaghan)

PARITY EDGES INTO PROFITABILITY

Parity revenue growth and margin performance
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CEO, Alwyn Welch, has spent
large chunks of his time working
with sales people to cement key
deals. This is indicative of the
company's ~ approach — more
broadly: focus on fewer deals,
focus on more profitable deals,
and focus on areas where it
knows it can win deals.

The resourcing business has
performed well during the year,
partly because it concentrates on

Revenue split for Parity H1 2006 Total H1 revenue = £73m

_ 14%

73%

M Business solutions
M Training
[J Resourcing

L

S
005 2006 4 Revenue growth

H1 Operating margin

placing more senior staff (e.g.
project managers) where the
margins are better and where
demand is currently strong. It has
also increased the business mix in
favour of the more profitable
public sector contracts.

But one to watch could well be
the solutions business. Over the
course of a year or so, Parity has
invested in sales people,
consultants and programmers
and slimmed down on higher-
level management. The
performance in  H1 wasn't
anything to write home about -
with revenues down and the
margin still super thin. However,
management say opportunities
from H1 will flow through into H2.
One area the company has been
focused on is the utilities sector -
and its recently-announced
contract with Northern Ireland
Electricity is an example of a
success here. Given its size (i.e. it

[continued on page ten]
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has a relatively small systems
integration capability), Parity has
found some success in providing
application services to
organisations that are too small to
gain the economies from enlisting
an offshore provider. Using its

SmariFocus

For the six months to 30 June
2006, enterprise marketing
management software vendor
smartFOCUS saw its revenue
rise £3.79m from £2.18m last
year i an increase of 73%.
However, operating profit
narrowed to £32k from £44k,
which was a fall of 28%.
Operating margin fell to 0.8%
from 2.0%. Net profit was £25k,
56% down on the £56k achieved
a year earlier. On 30 June 2006,
the company had £1.53m in
cash, compared to £1.64m on
31 December 2005. During the
period, it gained £537k (net of
expenses) from a share issue.

In May, the company acquired
online e-mail marketing specialist
Email Reaction for £1.6m, now
re-branded smartREACTION. In
July 2005, it bought French
marketing software vendor Aims
Software for eurol1.5m (of which
euro500k was deferred). Aims
brought smartFOCUS annualised
unaudited recurring revenues of
approximately euro1.2 million.

In the statement, the company
said that it has “seen a substantial
increase in business activity for
the Group" in the first half of the
year, It also says that it intends to
"continue devoting the
Company's cash resources to its
operations" and therefore would
not be paying a dividend.

smartFOCUS is benefiting from a
rising market and one that is also

nearshore capability in Antrim
(where it claims costs are 30%
lower), Parity is in a position to
exploit this smaller end of the
market, while gaining some of the
cost benefits of its operation in
Northern Ireland.

Overall, Parity is on the right track,
with a renewed sense of focus. All
three businesses are now
profitable, but the challenge will
be to maintain that for the full year
and beyond.

(Kate Hanaghan)

INTERIM REVENUE AT SMARTFOCUS RISES
BY 73%

Revenue and operating profit for Smartfocus in half-years
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generating lots of new ideas. If we
presume that Email Reaction
brought relatively little revenue in
the month or so smartFOCUS
has owned it while Aims brought
it around £600k in revenue, more
than half the £1.6m increase in
turnover was organic. In this
case, the wafer-thin operating
margin is not a significant worry,
especially given the cash that the
company has on hand.

However, CFO Steve Kirk said
that he is expecting to see
organic growth in the second half,
which is traditionally the ‘bigger'
half year for the company, as the
chart shows. He is also expecting
to see a higher operating margin

Revenue @ Operating profit

as well, which would be nice,
especially since the company has
had either wafer thin or negative
operating margins, as the chart
also shows (though note that the
operating profit excludes share-
based payments). That said,
good organic growth can be
worth sacrificing some operating
margin for.

Marketing software is a hot area
at the moment. There is a
window of opportunity caused
by disruption from e-mail and
web-based marketing to
‘traditional' marketing efforts.
The hype has finally died away
from these two areas, and we
are now into real action here.

[continued on page eleven]
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Results from e-mail or web
campaigns are much more
amenable to measurement -
provided you have the right
software. This has increased the

ORACLE’

Oracle results for Q1 2007, the
period that finished at the end of
August, beat market
expectations. Total  GAAP
revenues were up 30% to $3.6
billion. Operating income was up
28% at $943m, with operating
margin improving 0.6% to 26.3%.
Net income went up 29% to $670
million. Total GAAP software
revenues, a figure important to
the markets, grew 29% to $2.7
billion. Services revenue grew
33% to $846 million.

These Oracle Q1 results were
impressive and brought
congratulations from many of the
financial analysts on the earnings
call. Indeed, they represent the
strongest Q1 performance for
many years, and impressed the
markets. In after-hours trading
Oracle stock peaked at $18.29
compared with $16.13 at market
close earlier in the day.

The year-on-year growth figures
for technology licence revenue
were strong at 13% in constant
currency (Americas +18%, EMEA
+8%, APAC +13% - again on a
constant currency basis). Within
those figures the middleware
revenue grew more strongly than
database revenue, with no
geographic  region  showing
particular weakness. Evidently,
Oracle has been giving strong
focus to consistent and efficient
execution in the field and this is
to be encouraged.

However, it was the performance
of the applications business that
was most significant to us. Oracle
reported applications licence

ORACLE

search for technigques that
enable the measurement of
results from the ‘'traditional’
advertising channels of print,
radio and television. So there is a
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long way to go in this market,
and while there's a lot of
competition, there is also a lot of
opportunity too.
(David Bradshaw)

GROWS VIGOROUSLY IN Qf

revenue in Q1 of $228 million,
representing a constant-currency
year-on-year growth of 78%, with
strongest regional growth in
APAC (Americas +69%. EMEA
+78%, APAC +125% - again on a
constant currency basis).

Although, part of this growth was
non-organic a substantial
proportion was organic. Oracle
executives on the call made
continued comparisons of their
performance with that of SAP.
QOracle has many competitors in
many different niche markets but is
clear on which its main competitor
is.

The business application market
has always been a competitive
market, but the past year has
seen the intensity of competition
increase and enter a period of
structural change. SAP was able
to make progress in the
applications market in the period
where Oracle was focused on

acquiring and then integrating
PeopleSoft/JD Edwards, Siebel
and others. However, the
acquisition indigestion seems to
have well and truly passed, with
Oracle able to compete effectively
in the application market.
Intensified competition can only
be a good thing for the customer
and we see no lessening of the
Oracle-SAP competition in the
quarters ahead.  Structural
change is being driven by the
increased symbiosis of the
middleware and application
markets with SAP and Oracle, in
particular, having this dual
approach to market.

The chart shows, shows a
slightly different perspective on
the software revenues, with a
rolling four-quarters average of
both applications and
infrastructure software revenues
(licences plus maintenance). This
shows that though there is still
growth in the infrastructure

Oracle’s software revenue, rolling four-quarters average
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business, the proportion of
software revenue due to
applications revenue is creeping
up quarter-by-quarter.

An interesting observation is the
49% vyear-on-year growth of the
On Demand business unit, a
factor that was unremarked in the
conference call. Although likely to
be due to integration of the Siebel
On Demand business, it is an
area where we think future growth
will be driven. Oracle generates
strong margins through its
support LOB and the On Demand
unit is where potential exists for a
next phase of growth. We will be
watching the performance of that
business unit intently, to see

COMPEL

100p
Compel, a provider of IT
infrastructure, rentals and
solutions, has announced its

results for the twelve months
ending June 2008. Revenue
increased 17% to £92.6m, while
operating profit increased by 68%
to £3.75m. This produced a
margin of 4.0%, versus 2.8% in
FY05. Pre-tax profit increased 68%
to £2.3m. Diluted EPS improved
from 3.4p to 4.2p. Cash generated
from operations before tax was
£8.3 million (2005: £10.6 million).

During the year the company
acquired rental firm, Hire IT and
Allinity, 2 PeopleSoft consultancy.
Both have now been integrated.

Neville Davis, Chief Executive, said:
“Our markets are stable, showing
growth; we have grown faster than
these markets and are confident
that we can continue to do so".

Comment: Compel has
concluded the year very
satisfactorily. Progress has been
made organically and
inorganically, and we would
expect this theme to continue. In

whether this growth potential can
be achieved.

Another observation is that
Oracle seems to be saying that
acquiring companies is just as
‘good' as growing the same
revenue organically. The not-so
hidden sub-text is, "Don't worry
about the organic, look at the
headline figure, that's all that
matters".

To many in the software industry,
this is controversial. There's a
widely-held belief in many quarters
that organic growth is the ‘gold
standard' of software company
performance. However, there are
others who hold the view that the

COMPEL CONCLUDES STRONG

other words, more acquisitions (in
particular in the business
solutions division) are likely, but so
too is growth within the existing
business. The indications
following the Allinity acquisition
are positive. While it has benefited
from a pick-up in the market for
PeopleSoft consulting, Compel
has also started to address cross-
sell opportunities with other parts
of its existing businesses. We
think this represents a good
opportunity and are confident
Compel can do a good job of this.

The business solutions operation
(the Oracle consultancy where
Allinity sits) holds significant
potential for Compel, particularly
in terms of profits. The increase
in operating margin - from 2.8%
last year to 4.0% this year - is
largely due to the company's
increasing shift towards Oracle-
based consulting. In fact,
consultancy is so important to
Compel that we expect it to
actively search-out acquisitions
in this area in order to increase
both its customer reach and its
bottom line.

secret to success is to use your
cash and the ‘currency' of your
shares to make the best
acquisitions you can. In effect, it's
just as valid to buy other companies
with ready-made customers as it
would be to 'buy' those customers
via sales, marketing and software
development to address and win in
new markets.

Whose to say whether the
strategy of Sage, which largely
grows by acquisition, is better or
worse than SAP, which generally
eschews large acquisitions, when
both companies are
unquestionably successful with
their chosen strategies?

(Kate Hanaghan)

FY06

Shortly after revealing its restllts,
Compel announced that it had won
a contract with an unnamed
government department worth in
‘excess of £5m". Compel wil
upgrade and re-engineer the client's
existing Oracle/Peoplesoft
implementation. The contract will be
undertaken in conjunction with ‘a
major support services company".
Work commenced this month and
will last approximately 18 months.

It would be wrong to view Compel's
three main businesses (tech
services, including resale, business
solutions (Oracle consulting) and IT
rentall as three standalone
operations. They often work
together, and off each other. For
example, the work the company
did with concrete maker, Bison.
Here, Compel was able to create
pull-through  (on  licence and
infrastructure sales) from the
implementation of an ERP solution.
Indeed, the real measure of
success for Compel going forward
will be the degree to which it can
sell a broader range of its services
into its top set of customers.
(Samad Masood)
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ClOs STRUGGLE TO BRIDGE THE GAP BETWEEN

IT AND BUSINESS

In late September we were at an
extremely well attended CIO
gathering by Silicon.com, with the
delegate list fielding impressive
company names including key
global, European and UK
enterprises, as well as from the UK
public sector. Having participated
at a vendor a week before, we
noted a dramatic difference in
language, focus, and 'pain points'
between the demand and the
supply side in the IT industry.

ClOs: it's lonely at the top

The key issue for ClOs today is
the challenge of adding value,
and maintaining relevance in
board-level, business strategy
discussions. ClOs confess that
the perception of them as 'the IT
guy' does them no favours in this
respect, nor does the tendency of
some to use technology rather
than business language in these
discussions. What is more, many
feel that they haven't ‘earned' the
right to talk strategy because they
still need to get the 'basics' right.
Hence, while we note a definite air
of optimism returning on the
demand side, boosted by the
loosening of the IT budgets, it is
stil a fledgling  optimism,
tempered by the questions about
credibility, skills and
professionalism within the IT
function. In this respect, some
ClOs confessed to approaching
business strategy conversations
with other CxOs with an
apologetic attitude.

What do we make of these
impressions? To us, this implies
that many ClOs have made little

progress in enhancing their
arguably weak position in the
boardroom. Critically, we detect
that many still struggle to
articulate their contribution to
meeting their company's
business objectives, and fewer
still are keen to push initiatives to
transform business processes
supported by IT.

This balance of power among the
CIO and the rest of the board has
one key implication for vendors'
sales approach. We believe this
adds further credibility to the
consulting- 1T solutions sales
approach championed by players
such as IBM and Accenture,
where business strategy and
process consulting sales at board
level is generally the door to more
lucrative IT  project  and
outsourcing sales.

ClOs views on offshoring and
outsourcing

Inevitably, a major topic for debate
were the related issues of
offshoring and outsourcing. ClOs
confess an attraction to the cost
advantages of moving work
offshore, as well as the bengefits of
outsourcing their IT or business
processes. But we also note that
they still have very strong concerns
in terms of management, culture,
and agility issues relating to
offshoring/outsourcing  contracts.
To many ClOs who are in principle
in favour of the outsourcing option,
the decision to single source or
multi-source is also a major issue
for debate. ClOs are clearly
concerned whether a single
supplier can deliver it all in a cost

effective way, and note a need for
greater cost transparency in such
deals. On the other hand, they
note that while the 'best of breed'
{i.e. multi-sourcing) approach has
clear cost advantages, the
associated management and
integration challenges are the
stumbling blocks with this
approach.

We don't believe in implicit
superiority of either approach, as
each has implicit benefits and
challenges that will be appealing
to different enterprises. While we
note a clear trend of multi-
sourcing contracts prevailing in
the outsourcing market, we are
cautious to call this the definitive
way forward; particularly as the
management and integration
challenges begin to weigh on
both the vendors as well as users,
as delivery on the recent
contracts gathers pace.

Optimism returning at ClOs?

Optimism is definitely back with
the IT users, evidenced by the
turnout at this event, but it is
tempered by considerable
insecurities among ClOs. The key
one in terms of bridging the gap
between IT and business remains
their biggest challenge. We
believe ClOs won't get closer to
bridging this gap until they stop
talking about IT projects, a code
for costs to the CFOs and CEOQs,
and start talking about, and
actively defining, their role in the
solutions that address their
organisations’ burning business
priorities.

(Angel Dobardziev)
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BT Global Services (BTGS)
briefed analysts last month on its
services roadmap and its
commercial strategy. The
essential message of the day was
that BT can dominate the area
where IT services and telecom
services overlap, the area that BT
calls "networked IT services".

The argument is that IT services
players like Accenture, IBM and
EDS have neither the
communications-network  skills
nor the global reach to support
corporations in this space,
especially corporations requiring
truly global support. BTGS CEO
Andy Green said boldly that there
were only three other players with
the combination of skills and
network capabilities to offer truly
global, network-centric
communication and IT services to
corporations - AT&T, Verizon and
Orange.

Green was clear that his unit's
chief differentiator is  the
worldwide BT communications
network. It already spreads
across 128 countries, rising to
160 by December 2007, and is in
the early stages of a major
upgrade to an all-IP next-

generation iteration, known as
21CN.

BT executives worked hard to
differentiate the company from
the IT services players, trying to
draw the line between tasks that
BT's IT services partners can do
and networked IT services work
that only a telco like BT can do

properly.

They gave the example of BT
running an SAP  application
across a customer's global
network: BT has network traffic-
management tools to manage the
SAP application, prioritising it
above other network traffic at
crucial times, for example when
the books close at quarter-end.
But if the customer wants the
SAP application tweaked with
new functionality, then BT will call
in partners like HP or Accenture.

Much of the promise of
networked-IT services sounds like
the logic behind Concert, the joint-
venture that BT ran in the late
1990s only to shut it down during
the downturn. Why should BTGS
succeed where Concert failed?

Partly because IT and

HOW DO YOU MARKET IT SERVICES?

Last week we attended a
conference which focused exactly
on this theme. It was an extremely
well attended gathering with
speakers including senior
marketing  executives  from
companies such as Accenture,
CSC, HP, LogicaCMG, TCS and
Unisys. One player which was
conspicuous by its absence (as
speaker) was IBM.

Comment: The key theme, which
appeared time and again in the
various vendor speeches, was that
of innovation. Today it seems
mandatory to include a reference
to innovation in anything vendors
say, much in the same way that
you couldn't go to a vendor
briefing a year ago without a
reference to agility. Yet, many
vendors admit to widespread

BT LAYS OUT ITS NETWORKED IT SERVICES
STRATEGY

communications technology has
matured since Concert, getting
closer to the promise of delivering
truly converged services. Partly
because BT has learned the
lessons of Concert, especially the
fact that corporations want
services from a vendor that
understands the desktop and the
LAN as well as the WAN, and that
can mange applications end-to-
end across all three domains. As
one executive put it: 'IP traffic
doesn't know the difference
between the WAN and the LAN'.

That's true. But for BTGS to
succeed, it must have a strong
focus on the area where the IT
services players are either weak
or disinterested - chiefly,
managing the LAN and the WAN,
and managing the connection
between the two. Everything else
- for example, its ambitious plans
to offer managed IT security and
support services over the Internet
to SMEs - hangs on that. BT
must also send clear and stable
messages to its IT services
partners about where it plays and
where it doesn't, so that they
know where BT's role ends and
theirs begins.

(Douglas Hayward)

customer confusion as to what
agility means to them, and no
doubt many are confused and
sceptical towards the current push
to innovation. We certainly didn't
get clear view as to what some of
the vendors would actually deliver
to  customers when they
showcased their innovation
capability, and worldwide R&D
‘centres of excellence',

[continued on page fifteen]
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To us, this lack of clarity goes to
the core of the marketing
challenge which many IT services
vendors face today: ClOs and
Cx0Os may be moving away from
cost reductions towards initiatives
aimed at delivering revenue
growth, but in virtually every case
they seek a clear link between IT
investment and a delivery of
measurable business value. We
believe vendors are no closer to
addressing this challenge until
they are seen to show a clear
understanding of the customer
pain points, and demonstrate a
clear link in their marketing
messages between their
capabilities and customers'
business, not just IT, problems.
Because, as one CIO at the
conference put it, "there are no

INVU

Document management software
vendor Invu has seen its turnover
rise 23% to £2.07m in the half-
year to 21 June 2006 (its fiscal H1
07), compared to £1.57m last
year. The expensing of share
options, which cost the company
£64k, led the company to report
an operating loss of £18k,
compared to an operating profit
of £49k a year ago (restated to
expense to stock options
according to FRS 20). Net loss
was £3k compared to a net profit
of £60k a year ago. Cash from
operations was £283k, nearly
600% up on the £41k generated
a year ago.

It's important not to read too
much into the profitability for the
first half. As the chart shows,
Invu's second half is normally
where all the profits are generated
- last year it ended up with a net
profit for the year of £1.18, pretty
well all of it from the second half.

major IT projects anymore, there
are business projects with IT as
part of the solution”.

Another key theme was the
balance between global and local
marketing on one hand, and the
link between sales and marketing
on the other. One of the key
messages from that debate was
that while we operate in an industry
with global delivery models, that
does not equate to uniform global
marketing. Marketing messages
have to be localised, because as
one speaker put it: "Try
approaching the French
government with the UK messages
on outsourcing”. The link between
the sales and marketing operations
of services players is an interesting
issue. Many vendors were keen to

REVENUES RISE IN 1H
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point to their processes and
initiatives to align the two, but when
we pressed two of them to grade
this alignment on a scale of 1 to 10,
it was obvious that there is lot to be
done in this respect: one said they
are at 6 today and another
suggested that they are 8-9 in
some areas and 2-3 in others.

We believe marketing and its
correct alignment within the other
elements of IT players' value
chain (i.e. sales, delivery) will play
an even more critical role in the
maturing UK SITS market, and
Holway@Ovum research going
forward will reflect this. Watch this
space for research, analysis and
opinion on the best (and worst)
practices in this area.

(Angel Dobardziev)

Invu’s revenue and operating profit for the last five and half-years

E Revenue

In the year before the picture was
even more extreme, with a thump
loss in the first half turned into a
tidy overall profit by an even more
thumping profit in the second half!

B Operating profit

(Oh, but why is it that nearly all
software companies have taught
their customers to hang on to
near the end of the fiscal year to
get the best deals?)

[continued on page sixteen]
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With turnover up 23%, there's the
potential for the net to be even
higher in this financial year. Of
course a lot depends on
execution in the coming months.

According to the company,

recurring revenue from its
InvuCare  maintenance  and
customer  support  services

increased to £620k compared
with £450m for the same period
last year. This is a very
encouraging sign.

Another encouraging sign is that

@ CAP GEMINT
ERNST & YOUNG

Capgemini released its full H1
2006 results yesterday, giving
profitability details as well as
revenue growth figures. The UK
did well: operating margin almost
doubled from 3.2% in H1 2005 to
5.8% this time around; revenues
were up 22%, which was the
strongest growth in Europe.

Capgemini executives said that
some 57% of that UK revenue
came from just one contract:
Aspire, the phenomenally
successful outsourcing mega-
deal with HM Revenue &
Customs (HMRC). Aspire grew
some 53% in H1 2006, despite
having been in full production for
eight straight quarters.

Comment: Aspire illustrates our
long-held belief that project
services work best when they
have an outsourcing client base
to sell into. Some 44% of Aspire
revenues currently come from
application-development work,
essentially add-on work over and
above the original contract signed
in early 2004. Capgemini has an
astounding 1,500 people working
just on application development
projects for Aspire, in addition to

Invu has become an OEM partner
to Sage, so it wil be providing
Sage's document management
system. This is an important
relationship, as business
applications typically generate
large amounts of both structured
and unstructured data that needs
to be managed and controlled.
Document management is one of
the key technologies in meeting
the increased burden of reporting
requirements that are being placed
on businesses. While we suspect
that Sage was a tough negotiator
on price, it will still be very good for

the sizeable staff it inherited from
EDS to run the business.

Aspire powered Capgemini UK's
impressive rise from number nine
UK S/ITS player to number six in
2005 (although it's worth noting
that about 40% of Aspire
revenues are  pass-through
revenues that go straight to
Fujitsu  Services, albeit with
Capgemini taking a management
margin). As we say in our just-
published new profile of
Capgemini, if Cap can get its non-
Aspire UK business growing
profitably, it could even challenge
Fujitsu Services for the number
three slot in 2007.

But it surely can't rely on Aspire
for revenue growth beyond 2006.
Aspire has defied gravity and
surprised even Capgemini's
senior management - Cap
actually budgeted for Aspire-
related work to plateau or fall off
this year. CEQ Paul Hermelin
wouldn't say when Aspire will
stop being a growth story, and he
probably doesn't know yet, given
that Cap and HMRC are
negotiating the next year's Aspire
budget right now. Al Hermelin

Invu. Indeed it may also generate
'add on' direct sales.

Indeed, the link-up with Sage
addresses one of the long-term
problems for the document
management area: the need for
document management to move
from being a technology in
search of a problem, to a
technology that is part of an
overall business solution. We
believe that this is where the real
value of document management
will be seen.

(David Bradshaw)

CAPGEMINI UK GROWS MARGINS AND
REVENUES IN H1

could say was that 2006 “will be
another good year" for Aspire. It
could hardly be anything else.

Meanwhile, the rest of the UK has
to grow too. Capgemini has
reported finding "good" UK public-
sector growth beyond Aspire, and
indeed the Metropolitan Police
contract really kicks in during H2.
We reckon that Capgemini's
chargeout rates are holding up or
rising in the UK, once we strip out
the "offshore" effect in blended
rates. The challenge now is to
look beyond the public sector for
growth, now that the recovery in
the private sector is robust. That's
not necessarily easy, especially
since Capgemini as a whole is
somewhat underweight in financial
services, the obvious second front
in the UK,

But with the subsidiary getting
back to financial health and
aggressively building its offshore
presence, Capgemini UK is in
better shape than it's been for
quite a while. Meanwhile, the
company as a whole is stepping up
its investment in training and new
solutions, and that should help.
(Douglas Hayward)



NHS Connecting for Health (NHS
CFH) has confirmed that CSC will
be replacing Accenture as the
Local Service Provider (LSP) for
delivery of the  National
Programme for IT in the NHS
(NPfIT) in the North East and
Eastern clusters.

Accenture will transfer
responsibility for delivery in these
areas to CSC by 8 January 2007. It
will only retain responsibility for
delivering picture archiving and
communication systems (PACS)
and radiology information systems.

The new contracts are together
worth £1,965m to CSC over nine
years, which is equivalent to what
Accenture would have earned
under the original contracts.
Accenture is retaining £110m of
the £173m which it has already
been paid by the NHS.

iSoft, the main application
provider to both Accenture and
CSC, will remain the core
application provider in the North
East region and the interim
solution provider in the East and
East Midlands region. The
beleaguered software supplier will
also retain preferred supplier
status for future solutions in the
East and East Midlands region
subject to a benchmarking
review. Under the agreements,
any potential litigation between
Accenture and iSoft in the period
concerned will be annulled.

Comment: Accenture appears to
have got off fairly lightly, avoiding
the onerous penalty payments
threatened in the NHS IT
contracts. When questioned on
this Richard Granger, Chief
Executive of NHS CFH, said the

settlement represented good
value for money for the taxpayer
relative to the things that
Accenture had already delivered.
A balance had to be struck
between the prospect of
extended legal proceedings and
moving the work forward quickly
within the original ‘financial
envelope'.

We think NHS CFH was right to
take a pragmatic approach to
resolving the issue as quickly as
possible avoiding further delays
but protecting the taxpayer.

However, there are wider
implications for Accenture than
pure financials. It is difficult to see
how the company's reputation in
the UK public sector could not
have been tarnished by this turn
of events. And although the
company claims there is no
official policy on priming on public
sector mega-deals, we'd be
surprised if it didn't take a more
cautious approach to such
contracts in the future.

For CSC an extra £2bn of public
sector IT money will be
welcome  but there are
significant levels of risk attached
to taking on two new clusters.
CSC will need to scale up
quickly in terms of both staff
and infrastructure. The fact that
some 250-300 Accenture
employees will transfer to CSC
should make this a bit easier
and CSC's subcontractors -
Hedra, SCC and System C - will
also benefit. iSoft's ability to
deliver is also a risk for CSC and
the NHS. However, the fact that
CSC now has the right to step in
and take over the development
of iSoft's software should it fail

SYSTEMHOUSE
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NHS SWAPS ACCENTURE FOR CSC

to deliver puts CSC in a stronger
position than before.

How can CSC succeed where
Accenture  couldn't? CSC's
strong relationship with iSoft and
experience of managing the
troubled software company
should help. Managing iSoft will
be easier when there is only one
organisation doing it rather than
two, and only one set of demands
are being placed on iSoft. Other
differences between CSC and
Accenture's set up, such as the
fact that CSC owns it own data
centres, could also benefit CSC.

CSC's rollout approach is also
notably different to Accenture's.
CSC is planning to use the same
approach that it used in the North
West cluster where it has initially
focused on deploying systems to
hospitals and the primary care
organisations that serve them. In
this way it's managed to get
critical mass early in the
Programme and its earnings have
reflected that. Accenture, on the
other hand, focused on rolling out
smaller systems to the fragmented
GP  market. CSC claims
combining both approaches could
actually accelerate the pace of
deployments under NPT rather
than slow it down.

While it is difficult to believe that
there won't be some knock-on
effects from the transition, we were
encouraged to hear from Keith
Wilman, UK President and CEO of
C8C, that CSC has already signed
up a number of acute Trusts in its
new clusters to receive the iSoft
software. It is not waiting until the
transfer of the contracts in January
but is starting work now.

(Douglas Hayward)
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Atos v@®
Origin

As part of its general H1 revenue
and profitability announcement,
Atos Origin also released some
details of its UK performance. As
expected, UK operating margin
was down at 5.1%, versus 8.3%
in H1 2005. As previously
announced, UK revenues were
down 7.8% organically at
euro541m (£372m) in H1.

The margin decline was caused
in great part by a euro2bm
charge to cover the cost of
completing a series of loss-
making public-sector contracts,
counter-balanced slightly by
increased profits from the AEMS
(Atos Euronext Market Solutions,
the IT outsourcing business
targeting financial markets) the
UK business. Excluding both
these factors, UK margin would
have “slightly increased", the
company said.

Atos said that it is beginning to
shift the UK revenue mix from the
current heavy public-sector focus
(62% of revenues, according to
Atos) towards a more balanced
mix as part of its "Action Plan" for
the UK. In systems integration, for
example, Atos said private-sector
work rose to 38% of revenues in
H1 2006, up from 35% previously.

Comment: Atos Origin talked up
the subsidiary's recovery during
its update on UK progress. It
pointed to new contracts signed
worth some euro800m, and said
that UK book-to-bill ratio would

be higher in 2006 than in 2005
(when it was 1.5). Executives
were anxious to describe the
loss-making public-sector
contracts as a closed chapter,
and pointed to rising utilisation
rates in the consulting division as
evidence that consulting is
bouncing back.

From our discussion with Atos
executives, we get the feeling that
the UK subsidiary is confident that
it is winning enough new orders to
grow revenues again in 2007,
after its Annus Horribilis in 2006.
But it's worth pointing out that the
biggest deal in that euro900m
bundle is actually a renewal: the
NHS Scotland contract.

As we say in our newly-published
profile of Atos Origin UK, we feel
that the UK operation has some
structural issues it needs to
resolve. The biggest is the over-
dependence on the public sector -
worldwide CEO Bernard
Bourigeaud states that the UK "is
far too much in the public sector”.
We believe that outside of a few
new mega-deals, the UK public
sector market is basically flat now,
meaning that if you're not plugged
into a mega-deal that's still in
growth mode, you're struggling to
grow much. We've said for some
time that Atos Origin UK is
“overweight" in the public sector,
and while we're please to see Atos
taking this seriously, we think it has
a big task to grow its sub-scale
private-sector business.

ATOS ORIGIN UK LOOKS TO THE FUTURE

The other big issue is whether
Atos Origin UK is as "joined-up"
as it should be. We argue that it is
not, and that it's in many ways a
collection of businesses that need
to understand each other better
and work together more closely.
Atos disagrees, but that's what
we think.

We are also not convinced that
Atos Origin was right to switch
from being led by a vertical-
market oriented structure, with
sub-country P&L held by the
vertical market groups, to a
structure in which the service
lines are dominant and hold the
P&L. We think that IT services
companies are best organised
around customer groups, or at
least around customer "pain
points". To be fair to Atos, it runs
its top strategic accounts
vertically, and it's orienting its
cross-industry sales teams to
sell repeatable solutions that
address generic pain points
such as security, compliance,
transition to shared services and
SO on.

So while Atos Origin UK may well
see the light at the end of the
tunnel, we think that it's going to
be a long slog for Atos to move
from the public-sector
dominated model that worked
until  recently to the more
balanced model that will work in
the future. Without a major
acquisition, thatis . . .

(Douglas Hayward)
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Mergers & Acquisitions - September

Buyer

Duke Street
Capital

Statpro Group

Intec Telecom
Systems

MName

Rubicon Softw are Group
Netw ork Data Hoidings

Name

SSP Holdings Pl
Gow i Group Fc

Brulines (Holdings) FPic

Seller Seller Description  Acquiring Price
Gresham Pravider of netwark 58% n/a
Partners/f2e2 and managed

services
FRI Carporation Canadian supplier of 100% cE25m
securities information
services and
software
EUR Systems Outsourced biling 100% £7.1m cash

and BPO specialist

Recent IPOs

Comment

Since 2002, 2e2 has pursued an aggressive acquisition strategy, buying
up numerous IT and network services companies. For example. in FY05.
the company acquired (what is now) 2e2 Offshore, TriSys and Yul Data
Security. During FY0S, revenue increased from £62m to £112m, while |
operaling margin reduced very slightly from 8.0% to 7.9%. Managed
services revenue now represent 30% of total revenue. In FY06, revenue |
is expectad to hit E155m. And the growth it has realised is not just from
acquisitions. Organic growth has been tracking 20%+ per annum. The
company's significant increase in scale during the Gresham years now
leaves it poised for the next stage of development - and that's where DSC
will come in. Terry Burt, 2e2's CEO. says the new funding has "greatly
enhanced the capactty to realise our plans”. Those plans will include
further acquisitions - not just in the UK but in Scandinavia too. 2e2 is also
planning to make internal improvements. such as providing new services
lo cuslomers, hiring new staff - and "being better positioned to bid for
major contracts™, |

The core logic behind this purchase is the cross-sell opportunity between
the two exisling client bases. The company intends to cross-sell FRI's
data products to Statpro clients and Statpro's portfolio analytics software
to FRI customers. Statpro’s board also bekieves that this will enable it to
“offer a complete and enhanced service and thereby provide a realistic
alternalive to other systems/data solution providers. especially in the
important North American markel.” That seems o be the best justfication |
for the price that Statpro intends paying.Is this yet anather UK vendor
being drawn to the US market like a moth to a flame? To be fair, Statpro :
did just over 16% of its business in North America in 2005. And also to be |
fair, the US has to be by far the largest market for wealth management,
and therefore somewhere that Statpro had to make a play in sooner or !
later - so why not now? |

However, this is a high risk acquisition. FRI is almost the same size as
Statpro in turnover - this places it well aver our rule of thumb' for
acquisitons. We don't know the staff numbers. but we expect that they will
be comparable. The best way for this to work is as a merger of equals,
even though in praclice one company has lo acquire the other. Statpro
therefore has to retain all the key management of FRI - and we presume
that the ‘exchangeable’ shares are intended as a skghtly unusual set of
golden handcuffs. We hope they work!

Intec has made no secret of its ambitions to become one of the big boys
in operational IT for telcos, and this acquisition is another stepping stone
on the way to achieving its goal. Previous acquisitions have brought
products; this one brings process and oulsourcing expertise, important
requirements for meeting the needs of telcos in future. It also strengthens
Intec's presence in the large North American market. Already its biggest
region by revenue, accounting for over 40% of revenue in the last
financial year, North America will now also have more staff than any other
region. However, the North Amenican market is tough and many
European companies have struggled to meet their growth targets in the
pasl. Acquisition of local expertise is no guarantee of success but it
certainly helps o reduce the risk.

IPODate  Price end
Sept 06

06-Sep-06 11p

21-Sep-06 43p

Change

since IPO
10.0%
63%

Issue  Market
Price
AM 10p £4m

AM 40p £11m

Market

Market Est Issue Price  Est Mkt Cap. IPO Date
AM n/a n/a 02-Oct-06
AM n/a nia n/a

Activity Index Class
CRM softw are sP
Mortgage and Insurance netw ork SP
Forthcoming IPOs
Activity Index Class
Insurance sector broker and intermediary systems SpP
HR and content management softw are sSp
Retail technology SP

AM n/a nia n/a
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UK software and IT services share prices and market Ca;ﬁitalisation - Sep?émber 2006 |

@WK plc o
'Alphameric

|Alterian

lAnite Group

|Ascribe

| Atelis plc

| Atlantic Global
|Autonomy Corporation
|Aveva Group

Axon Group
|Bond International
|Brady

{Business Systems
iCapila Group
|Centrom

|Charteris

Chelford Group
|Civica

|Clarity Commerce
iCIirucal Compuling
|CODASCiSys
|Compel Group
|Computacenter
Computer Software Group

(Comwell Management Consultants __ CS

iCorpora

| Dealogic

Delcam

| Detica

!Dicom Group
|Dillistone Group
|Dimension Data

|DRS Data & Research

iEIectmnic Data Processing

[FDMGroup
iFfaslﬁ!I

i Financial Objects
|Flomerics Group

|Focus Solutions Group

|GB Group

|Gladstone

|Glotel

iGresham Computing
|Group NBT

|Harvey Nash Group
|Highams Systems Services
Horizon Technology

IBS OPENSystems

I S Solutions

ICM Computer Group

IDOX

In Technology

InterQuest Group
Innovation Group

Intefligent Environments
Intercede Group

Invu

iISOFT Group

iTrain

IX Europe

K3 Business Technology
Kewill

Knowledge Technology Solutions

LogicaCMG
Lorien

| Share | PSR SITS Share price | share price Capitalisation ‘
scs Price Capitalisation Historic | Ratio Index move since | % move  move since |
_Cat| 28-Sep-05 29-Sep-06  P/E | Cap/Rev. 29-Sep-06| 31-Aug-08  in2006  31-Aug-06)
SP| 0.37 13.90 -t 9.56 564.89 -32% -44% -£6.57Tm|
SP| 0.72 86.17 136 1.17 327.98 -1% -20% £1.21m|
SP| 1.05 4271 30.9) 4.02| 525.00 -4% -21% -£1.63m
CS} 0.74 257.92 ?4.0; 1.36 432.75 1% 9% £1.74m
SP‘ 0.37 39.29 35.7| 7.35 1,934.21 13% 5% £4.54m
SP‘ 0.17 4.25 - NA 790.70 -6% -21% -£0.25m
SP 0.13 296 1.38 440.68 -16% -40% -£0.57m
SP| 462 829.27 15.12 140.95 19% 18% £129.76m
SP, 5.30 353.67 43.7 5.36 2,650.00 42% -43% £104.10m
Cs,| 4.67 27007 41.7| 294 2,667.14 16%|  71%  £37.90m
SP| 1.40 38.83 17.4, 2.79)  2,146.15 -4% 41% -£1.67m
SP 0.27 6.84 - 2.81 i 327.16 -5% -16% -£0.39m
Cs| 0.11 8.13 10.9, 028 88.24 -2% -38% -£0.19m
cs 5.48 3374.68 30,0 2.35 148,135.49 0% 3% £6.16m
cs 0.02 2.48 - 039 27083 -19% -64% -£0.57m
cS 0.16 6.88 12.3I 0.36/ 177.78 7% -56% £0.43m
CcSs 1.81 12.87 10.1| 1.09) 3147820 -1% -25% -£0.11m
CS! 2.30 143.16 200.0| 1.35| 1,313.94 1% -8% -£1.39m
SP 0.64 10.21 11.0; 0.77| 512.00 -1% -16% -£0.08m
SP‘ 0.07 2.28 -j 1.381 58.47 0% -28% £0.00m
CS; 1.68 129.32 | 0.37 434.11 2% 21% £3.09m
Cs| 1.00 33.92 23.3| 0.54 800.00 13% 12% £3.90m
R| 249 396.07 14.8: 0.17 371.64 -5% -2% -£21.08m
SP 117 64.11 40<0i 4.56 991.48 7% 75% £4.13m
cs 0.36 625 58 035 254.94 -16%|  -52%  -£1.23m|
SP 0.07 9.49 -i 19.01 190.79 -8% -41% -£0.82m
SP 1.40 99.84 -| 3.22 608.69 6% -5% £5.35m
SP 3.05 18.40 9.4 0.77 1,173.08 -4% -8% -£0.81m
. CS 3.02 33753 34.4| 4.81 188.75 0% 0% £0.00m
R 2.44 21247 35.4I 1.02 747.24 -4% 17% -£7.85m
SP 1.47 791 -i NA 1,073.26 7% 7% £0.54m
R 0.35 539.05 24.0 0.39 62.17 -3% -13% £47.54m
SP 0.39 13.49 ! 1.08 354.55 16% 4% £1.90m
SP 0.60 14.64 59.4| 2.10 1,837.11 -1% -10% -£0.12m
AL 0.83 19.16 201 058  1,012.27 9%, 2% £1.51m
SP 0.04 10.31 - 3.89 35.42 36% 10% £2.73m
cs| 0.47 22.27 - 1.60 204.35 15% 19% £2.84m
SP| 0.82 11.98 13.0 1.05 3,134.62 -T% -6% -£0.96m
cs| 0.22 6.29 489 1.16 112.82 38% 5% £1.72m
Cs| 0.34 28.47 - 2.54 219.30 -1% 0%, -£0.42m
SP 0.23 11.64 56.3 1.52 562.50 0% -4% £0.00m
A 0.58 22.34 8.9 0.25 301.30 -5%| -30% -£1.16m
CS 1.22 61.13 - 4.37 1,311.83 9% 50% £5.14m
Cs 1.50 29.18 15.0 2.59 747.50 7% 31% £1.85m
Al sUest 425 11.5 0.21 368.57 6%  45%  E2.29m,
A 0.06 1.75 - 0.13, 152.78 19% 76% £0.28m
CS 0.66 53.81 131 0.28 24364 10% -21% £5.08m
(03] 1.89 75.40 - 4.83 1,236.07 1% 18% £0.40m
Cs 0.21 513 55.4 0.93 763.94 1% 52% £0.06m
cs 2.55 53.92 16.8 0.69 1,416.67 -3% -24% -£1.80m
SP 0.06 11.44 6.8 0.81| 7.86) -8% -57% -£0.93m
CS 0.38 53.56 - 0.19 1,520.00 4% 19% £2.11m
A 0.94 23.69 13.4 0.86 1,626.09 7% 17% £1.52m
SP 0.30 135.33 - 2.22 131.00 3% 0% £3.38m
__sP| 005 8.27 - 265 54.52 1% 58% £0.81m
SP 0.31 10.36 - 5.74 508.33] 6% -10% £0.59m
SP| 0.30 31.58 24.0 10.03 3,157.87 7% 43% £1.48m
SP| 0.51 115.92 - 0.44, 459.09 -2% -87% -£2.87Tm
SP 0.03 2.56 14.8 1.40 38.24 0% -40% £0.00m
Cs 0.39 67.74 - 3.01 1,278.69 20%! 28%, £11.65m
SP 1.06 18.16 - 0.82 809.91 9% 29%, £1.54m
SP 0.67 52.42 19.1 1.96 1,319.17 13% -7%| £6.09m
SP 0.01 0.92 - 0.73 125.00 -38% -64% -£0.55m
CS 1.56 1785.48 299 0.97 2,129.55 0% -12%i -£2.87m
| ﬂ__ __o4pl 774 - 0.06/ 395.00 3%, 0%| £0.20m
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UK software and IT services share prices and market capitalisation - September 2006

Share PSR SATS Share price Share pricel Capitalisation

SCs Price Capitalisalion: Historic Ratio Index move since % move | move since

Cat., 29-Sep-06  29-Sep-06, P/E Cap./Rev. 29-Sep-06  31-Aug-06 in 20(}6‘_ 31-Aug-06
Macro 4 | SP 213 47.48 15.6 1.43 856.85 -9% -19% -£4.47m
Manpower Software | SP 0.18 8.07 - 1.57 188.14 -1% -37% -£0.11m
Maxima Holdings | €8s 1.61 2577 26.8 2.08 1,170.91 4% 4% £0.96m
Mediasurface SPj 0.14 10.81 - 2.00 1,029.41 ‘ -2% 19% -£0.19m
Mcro Focus | SP 1.18 235.73 26.8 2.90 0.00 9% 0% £20.43m
Mcrogen I Cs 0.45 45.71 10.7 1.12 192.31 -2%) -39% -£1.02m
Minorplanet Systems | SP 0.44 12.40 - 0.56 888.30 -5% -1% -£0.87m
Msys | sP 227 1135.73 - 1.19 2,824.15 -8%) -5% -£99.27m
Mondas | sp 0.16 5.60 g 2.68 21333 14% 23% £0.70m
Morse b R 1.02 154.03 10.5 0.42 40800 9% 7% £12.08m
MSB International A 0.72 14.81 - 0.16 380.26 14%; 101% £1.85m
NCC Group C5| 2.69 87.54 19.2 4.22 1,607.78 1%, 16% £8.48m
Ncipher SP 234 65.91 33.8 3.79 936.00 6% 13% £3.94m|
Netcall SP, 0.15 9.89 25.0 2.98 303.03 3% 15% £0.33m
Nelstore Cs 0.34 41.84 15.7 1.16 22333, 1% -13% -£3.12m
Networkers Internalional A 0.36 2.70 60.0 0.14 1,125.00 -8% 13% -£0.23m
Northgate Information Solutions Cs 0.82 436.82 20.3 1.31 31538 12% -4% £47.94m
NSB Retail Systems SP 0.28 101.38 6.6 2.10 2,391.30| -6% -15% -£6.45m
OneclickHR SP: 0.04 5.95 - 1.24 100.00; -6% -9% -£0.37m
OPD Group A 3.83 101.68 27.6 233 1,740.91| 5% 53% £4.78m
Parity A 0.57 21.55 - 0.16 9,499.96| 12% 533% £2.27m
Palsyslems SP| 0.15 23.56 - 152 _  137.85 -3% 9% -£0.80m
Phoenix IT cs! 2.86 168.29 134 1.91 1.058.33“ 2% 6% £3.39m
Pilat Media Global SP| 0.65 34.02 19.2 2.62 3,250.00/ 17% 46% £4.97m
Pixology SP, 0.31 6.28 - 1.39 222 11| 9% -44% £0.51m
Planit Holdings SP} 0.28 25.87 21.7 0.92 1,177.08 10% 1% £2.29m
Portrait Software CS; 0.18 15.11 - 1.06 114,90! -3% -34% -£0.43m
Proaclis Holdings SP| 0.54 16.27 - NA 1,113.40 16% 1% £2.26m
Prologic CS 0.85 8.50 18.9 1.23 1,024.10 21% 38% £1.50m
QinetiQ Group Cs 1.74 1131.98 - 1.07 792.71 5% -21% £50.42m
Qonnectis CS 0.01 273 45.54 333.33‘ -29% -41% -£1.09m
Quantica A 0.43 28.33 10.7 0.73 346.77 -17% -26% -£5.60m
Red Squared CSs 0.05 1.01 - 0.41 274.73| 0% -25% £0.00m
Retail Decisions SP 2.00 156.21 22.0 2.86 2,701.46| 19% 50% £24.99m
RM SP 1.80 165.05 - 0.63 5,142.86| 0% 14% -£0.23m
Royalblue Group SP B.30 27251 26.3 3.67 4,882.35 5% 16% -£14.61m
Sage Group SP 251 3241.96 21.2 4.17| 96,346.15 5% -3% £147.77m
Sanderson Group SP, 043 17.98 - 1.24 860.00 -8% -18% -£1.46m
SDL cs| 2.16 134.24{ 44.2 1.71 1,436.67 5% 0% £6.54m
ServicePower SP 0.24 19.30 - 243 240.00 4% -23% £0.80m
Sirius Financial SP 1.53 26.88  305.0 1.23 1,016.67 16% 5% £3.61m
SIRViS [T plc Cs 0.04 413 40.3 0.52 31.52 % 21% £0.29m
smarlFOCUS plc SP 0.18 1424 1423 2.36 1,945.95| 16% 20% £2.31m
Sopheon SP 0.19 25.54 - 5.48 269.78 7% -4% -£2.04m
Spring Group A 0.50 80.46 74.7 0.18 555.56 -9% -19% -£8.05m
StatPro Group SP 0.93 36.35 20.1 3.37 1,156.25 -3% 40% -£1.18m
SThree Group plc A 3.35 461.86 20.7 1.91 1,625.00 3% 55% £14.83m
Stilo International SP| 0.02 203 - 0.98 45.00 -18% -14% -£0.45m
Strategic Thought cs| 1.79 4655/ 182 406  1,317.34 2% 32% -£1.04m
SurfControl SP 4.68 146.986 118.8 2.57| 2.338.75‘ 12% -11% £16.02m
Tadpole Technology SP 0.02 8.95 - 1.85| 54.le 29% -38% £1.99m
Tikit Group CSs 2.24 28.21 131.8 1.40 1,947.83 12% 28% £2.96m
Torex Retail SP 0.43 168.12 -| 1.00 1,081.25 -16%)! -60% -£18.05m
Total Systems SP 0.44) 458 202 1.31) 820.75, 24%| 9% £0.89m
Touchstane Group sP 1.85 2107 740 122 1,761.90| 1%] 36% £2.05m
Trace Group SP 1.00 14.79 138 1.03| 796.00| 2% 4% £0.30m
Triad Group CSs 0.27 4.09 0.09 200.00| 8% -47% £0.30m
Ubiquity Software SP 0.20 35.63 - 4.78! 489.95: -5% -48% -£1.83m
|Ultima Networks R 0.02 3.32 11.6 1.74 39.63| 117% 0%|  £1.79m
Ultrasis Group SP 0.02 24.04 -| 15.66 36.84 16% -10% £3.40m
;Universe Group SP 0.11 6.68 ZE.QI 0.15 477.78 -16% -43% -£1.24m
|Vega Group CS 2.33 47.33 15.2] 076,  1,905.74 -1% 14% -£0.71m
|Vl group SP 0.10 3.63 3l 0.37 195.00, 3%| 18%| £0.09m
Xansa cs 082 28239 342 075 209615 5% 9% £13.82m
XKO Group SP 0.99 27.37 19.8 0.61 eso.oo; 8%)| -2% £1.94m
| Xpertise Group CcS 0.39 2.06 - 0.16| 1,570.00| -9% -52% -£0.20m

Note: We calculate PSR as market capitalisation divided by sales in the most recently announced financial year.
Main SYSTEMHOUSE S/ITS 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 SCS 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. Category Codes: CS = Computer Services SP = Software Product R = Reseller A = IT Agency O = Other
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SYSTEMHOUSE
OCTOBER 2006

REV
FBT
EFS

REV
PBT
EPS

PEY
PBT
EPS

REV
PET

REV
PBT
EPS

Quoted Companies

<UK ple Computar Softvare Group ple Highams Systemns Services Group ple
Final - Dec 04 Final-Dec 05 Companzon Final -Feb 05 Final-Feb 06 Compuizon Final -Mat 05 Companzon
£1202,924 £1454,073 2097 REYV 14072000 £25,156,000 T8 REV £12.512.000 232
£384.745 -£1682,983 Lossbath PET £323,000 £2,47,000 511000 - Loss both
.2 200 -8500 Lossboth EPS 3 Bo 2830 : EPS -1 E6n Lass both
Atphameric ple Cornwell Managemem Consultants plc Hmm’l‘lTechnd gy Group plc
Interimn - May 05 Final - Now 05 Interim - May 06 l‘_‘omaav.on Interm - Jun 05 Fmal - Dec 05 Intersm - Jun 06 Companison Intenm - Jun 05 Fonal-Dec 05 Interm - Jun 06 Companzon
£10,824,000 £72492,000 £36,504,000 4 £10001000  £2072017% £11528,000 S5 REV  EG4892430  £205976300  £30541900 335%
£3.292,000 £7.555.000 2,822,000 ‘2 peT £983,000 £1579.359 -E476000  Profttoloss PET £2254.230 Y w :oo £2157.630 43
240p 510D -250% EPS 4.Wp 6400 -23o  Profetoloss EPS 2o 1870 AL
Alterian ple Capoaple oS OPIZIlS"smns ple
Final - Mar 05 Final-Mar 05 Comoarison Final - Jun 04 FnalJun05  Comparizon letorim- 405 Final-Dec05  intetim- Jun 06 Compatison
£7.306.000 £10,629,000 -362% REV £499,331 £1320,001 «2865% REY 525,000 15623000 £9.33.000 739%
-£643,000 £829.000 Losstoprofit PBT 2649563 44984333 Lossboth PET 391 000 £3,371000 1,232,000 i
0 04p 320p Losstomoft EPS 18 Wp. -M50p Lass both EPS 270 £000 1400 451
Anite Group ple DCS Group ple ICI,‘l Coampuer Group ple
Final - Apr 05 Final - Apt06  Compatison Final - Dec 04 Finsl-Dec05  Comparizon Final - Jun 0 Final-Jun05  Comoanzon
139,402,000 1164 567,000 A1 REV  £42200,000 £35.100.000 4682 FEV  E77542000 i ns*ecm ke
£6.820.000 £10,843,000 -532% PBT £2.100.000 £3400000  Profttoloss PET £4,280,000 3%
050p 250p 40003 EPS 10 290 413p Profittoloss EFS H00p A4
Ascribe plc Dealogic Holdings plc 100X ple
Intetims- Dec 04 Finals- Jun05 Interims-Dec 05 Comparison Interm - Jun 05 Final - Dec 05 Interim - Julnn 06 Comparison Interim - Ape 05 Final-0ct 05 Intenim - Apr 06 Compatison
£1544,000 5.347,000 £4,537.000 17602 REY LIE7I526]  £36230700  E20474.738 .225% £7.024.000 £14,155.000 £6,912,000 6%
-£4,000 £734,000 i717.000  Losstoprofn PET £5801578 £H.314.200 £7584.789 £21.000 Ea?s oco £1000 9952
0.16p 0550 044p Losstoproft EPS 1%% 10720 51 0120 0070 Frofttoloss
Atlamic Global plc Delcamn plc Innovation Gmup ple They
Fm -Dec 04 Final -Oec 05 Comparison Intenm - Jun 05 Final- Dec 05 Interam « Jun 06 Interam - Mar 05 Final - Sep 05 Interm - Mar 06 Compatison
146,000 04z REV £11.835.000 23,011,000 £13.465,000 £28,772,000 EE0IB000  £33543,000 3407
180,000 Profttoloss PET £1034.000 £2.337,000 £1.208,000 £1079.000 1344000 £4.293,000 28023
0500 Profittoloss EPS 15600 32300 1%.40p 0160 -294p 075 363,83
Autanomy Corpar 'monplc Detica Group ple InTechnology ple
Intenim - Jun 05 Fwal- D2c 05 Intenm - Jun 06 Companison Final - M 05 Final - Mar 06 Final - Ma 05 Final - M:z 06 Comparison
£20,834,00 £54834.272 63,048,335 -2081 FEY  £71027.000 £101504,000 1283522000 042
£3509,100 £7210508 E11537.366 Pl £3,781,000 11413000 -E2.465,000 Loss both
0030 004p 0.04p N300 42.70p 1840 -3.28 Loss both
Aveva Group ple Dicom Group ple Inzlfige m Cnvironiments Group ple
Final - Mar 05 Final - Mar 05 Final - Jun 05 Final - Jun 06 Final - Dec 04 Final-D#c05  Comparisan
£57.163.000 £65,330.000 £179.735.000 £209.213.000 REY £3,074.928 £3.120.506 153
£9,124.000 £11155,000 £10,473,000 nz_nss_om : PET -E452.795 291687 Loss both
23 78p 35 13p 5193 EPS 310p % EPS 023 0%5p Loss both
pp Dimension Data Holtings plc Intercede Group ple
Intenm - Jun05  Final-Dec0S Ingenm-Jun08  Comopanson Intenm -Mar 05 Final-Sep 05 Intenm -Mar 05 Companson Final - Mar 05 Final -Mur 0§ Comparison
£40.392.000 £91792,000 £63,437,000 S70% REV  E662917640  ELSTLISLA0C  E330.913,030 -26.3% REV £1.805.000 £2142,000 136
:‘.3548 uuu £3 tzs mﬂ £5.533,000 5777 PBT £12077110  £28800248 416556262 3712 PBT £426,000 £382,000 Lossboth
£.300 465% EPS 0320 0730 1030 24067 EFS 0,700 -0.300 L0335 both
Bcrnd lmeurmunal Saftvmare plc DAS Data & Hesearch Services plc InterQuest Group plc
Final- Dec 04 Final-Dec05  Comparison interim - Jun 05 Final -Dec 05 Interim - Jm 05 Comparison tnterm - Jun 05 Final-Oec 05 Intenm - Jun 06 omparison
£9578,000 £13,924,000 45432 REV £6325000 12452000 £3.325.000 21z REV  E12558535  E£27538.349 1225165,180 TI3%
£183L000 £2,£63.000 187 PET -£277.000 £17.000 £33000  Losstooroft PET £543,133 £1370527 £806,375 470
6 EJp 7320 -17.97 EP3 -062p 020 063p  Losstoprofit EPS 1800 6E60p 1800 0 0%
dy p Clectronic D'uaPlucesslng ple p
Interim - Jun 05 Final - ODec 05 Intanim - Jun 06 Comparizon Interim - Mar 05 Final - Sep 05 Interim - Mar 06 Compatis Intetim « Jul 05 Final - Jan 06 Interim - Jul 06 Compatison
£1530,585 £2471609 ELTI.TIE -123% REY £3472,000 £6,971000 £3.274.000 K 160,000 £4,775000 £2,065,000 2297
-E283 610 ‘E1075.046 -E193443 Lossboth PBT £215.000 £431000 £213,000 ] £60.00 £1243000 £3.000  Profittoboss
0860 2700 0630 Lossboth EPS 600 10ta 0820 .36 72 EPS 0 06p 1230 0o Proiittoloss
Busine ss Systems Group Holdings plc pp ISOFT Group pic
Intedim - Sept 04 Final - Mar 05 lnterim - Sept 05 Compatison Interim - Jun05  Fnal - Dec 05 Interam - Jun 06 Final - Apr 05 Final - Apt 06 Comparison
£12,624.000 £29.485.000 £13,800,000 489x FEY 16430000  £35.068.000 £21119,000 £261932.000 £201595,000 -200%
£136.000 £575,000 493,000 «B46% PET 403,000 £1565,000 £1258,000 PBT  £44524,000 EMITEM0  Profittoloss
0450 0.30p 060p 333 EPS 0600 4100 3600 500 0% EPS [k ) 65000 Froiitto loss
Capita Group plc Ftastill Plc 1S Solwions ple
Intefim - Jun05  Final-Dec 05 Interim - Jun 05 Compafison Intetim - Sep 04 Final-Mx 05 Intenm - Seo 04 Comparison Final - Dec 04 Finsl-02c05  Comparison
£637300,000 £1435500000  £345000,000 229 REV £1582,000 £4.327.000 £227.700 -856% REV £5518,000 £5,035,000 8%
£74,500,000 £153100,000 £32.400,000 240% PBT £1534,000 Eaan om nsss cm Loss both PET £328.000 EN08.000  Loss toProfit
7320 15.05p 10290 «299% EPS 100 Loss bath EPS 7p 0.3% LosstoPiofit
Charteris plc Fmancta.l OIJ ects Ic ilrain ple
Intetim - Jan 05 Fmnal - Jul05  Interim-Jan06  Comparison Interim- Jun05  Fnal-Dec 05 Interem - Jun 06 ison Final - Dec 04 Final-O2c05  Comparizon
866,000 £19,290,000 10,662,000 +203% REV £5,589,000 mms,wa £10,452.000 -87.0% REV EI,D'SI_US? 11829645 8724
£433,000 £891,000 £407.000 -7t PBT -£144,000 £ msaoo Losstoproft FET ﬂn. 5 ~130.0%
06 1280 056p Nt EPS 0470 Loss to profit EPS 12007
Chelfard Group plc F!wmlcs Gmup ple I«JIJuslmss Technolagy (imup ple
Final - Dec 04 Final-Dec05  Compatison lmenm - Jun05 Final-Oec 05 Intenm-Jun06  Compatison Final - Dec 04 Final-Dec05  Companson
£11852,000 £14,454,000 2237 REV 256,000 E11.424.000 15,677,000 «80% REV £8523.000 £22,023,000 533
£1008,000 £1367.000 356% PBT :_zas cm Lass wu £91,000 692 PBT ELIED.000 £273.000 75A%
#EID . 17380 2257 EPS 0450 £31% EPS 000p 1400 Profitioloss
Civicaplc Fqcus Sulutkms Group ple Keuvill Systems plc
Interim - Mar05  Final-52p 05 Interim-Mar 06 Comparison Final - M3 05 Final-Mxu 6 Comparison Final - Mar 05 Interim - Mar 05 Comparison
£49576,000 £106,028,000 £56.439,000 14 0% REY £5.471 6,585,000 W212% REV  £26680.000 £31643,000 -136%
£5%53,000 £2.501,000 -L2M5000  Profittoloss PBT £26,000 £128,000 +3923% PBT £2443.000 £1601.000 3450
&0 1100 -4.700 Lossboth EPS 0.100 0450 +3500% EPS 340p 3.300 23
Clarity Conunerce plc GB Group ple Knovdedge Technology Solmions Pl
Final-t4a 05 Final - Mar 0 Comparison Final - Mar 05 Final-Mar 06 Comparison Final- Jun 04 Final- Jun05  Comparison
£16,310,000 m Em 000 158 REV £11.231.000 $2.935.000 7487 REV £770,85 £1250,474 624
£513,000 Wﬂ «358% PBT £145,000 L£268,000 Profittoloss PBT -£904,161 -£366.516 Loss both
2.36p U582 EPS 0.30p .030p Profittoloss EPS -0 71p 0650 Loss both
Cﬁlﬁtﬂlcm“ﬂu"“ﬂ P'C Gladstone Ple 0g p
Final - Dec 04 Final-Dec05  Comparison Interrm - Feb 05 Fnal- Aua 05 Interim - Feb 06 Compamnn Intenm - Jun 0% Final-Oec(5 Intenm-Jun08  Comparison
£1757.997 £1655,606 .58 REV £391257 19411642 £4,31,130 % £391700000  EL834.000000  £1,242,100,000 *334%
£1087,741 -£1538,433 Lossboth PBT £130.325 £195.319 £381534 J915% PET  £37700000  £105500000 29500000 -218%
240D o -4400 Lossboth EPS 028 038 07lp -1516% EPS 2300 7400 0.700 T5.9%
CODASCiSys ple Glatel ple Larien ple
Final - Dac 04 Final-Dec05  Comparison Final - Mar 05 Final-Mar 06 Comparison Final - Rlow 04 FinslNov05  Compatison
£67.830,000 £72,771.000 -73% REY  £N9495,000 £134.175,000 S123% REV  E122.7M,000 £129,161.000 +5.3%
£9.91,000 £7.666,000 359% PBT £2.571.000 £4,020,000 5643 PBT £1152,000 34,000 -97.0%
9 .50p 22 60p -B13% EPS 4.70p 5 40p +36.23% EPS £.30p 0.01p  Profittoloss
p s Gresham Computing pic 2
Final - Jun 05 Final-Jun 06 Comparison Interim - Jun05  Final-Dec 05 Interim-JunD6  Comparison Final - Jun 05 Final - Jun08  Comparison
£79,103,000 £32.647,000 7.1% REV m 634,000 £12,982.000 £6,367,000 =501 REV £32,103,000 £31,742,000 -4
£1346,000 £2,258,000 678 PBT ETAZ.000 -EL246.000 £432,000 Loss both PET £2,779.000 u.oosmo
3400 4.20p +235% EPS A27p -220p 0.76p Loss both EFPS 12.000
f . Group HBT ple Hanpover SaftViare plc
tefim - Jun 05 Final - Dec 05 Intetim - Jun Compatison intetims -Dec04  Final- Jun 05 Interims-Dee 05 Comparison Final - Man 04 Fina! - Mag 05 Cemoarison
£1151553000 E2.285209,000 E1114,329,000 -32% REV £5413,000 £11,280,000 £6,164,000 -139% REY E5,46,683 £5.903. 466 M8
£0.221,000 £34,012,000 E14.524,000 <7674 PET EBT6,000 1,630,000 £967,000 -430:2 PET £329 508 E336139  Profittoloss
120p 10.50p 4.30p +258 3% EPS  Z9p 830p 107p -67% EPS 1000 0.70p Losstoprofit
Harve y Hash Group ple
Final- Jan 05 Final - Jan 06 Comparison
REV  £153374,000 202,294,000 -238%
PBT £3163,000 £4.002.000 263
EPS 1620 5050 -395%

- Results Service

Hote: Highlighted Hames indicate results announced this munth.




Quoted Companies - Results Service

I1axima Holdings plc Pilat Media Global plc StatPro Group ple
Final - Maqg 05 Final - Maq 08 arison Interim - Jun 05 Final -Dec 05 Interim-Jun06  Comparison Interim-Jun 05  Final-Dec05 Inteim-Jun08  Comparison
REV £3.076.57 £19.132.000 136.9%2 REV £4,634.430 £13,004,830 £8.350,704 78.7% REV E5017.000 10,785,000 £6,330,000 262
PBT £1L033,01 £1524,000 “68% PBT 778466 £2. £10542%8 Losstoproft PET 000 E1639,000 £822.000 84
EPS ] = 5400 28%% EPS -102p ! Losstoproft EPS 1400 [ 2| 428%
IAe diasurface plc Pix: i Sthree plc
Inteim -Mar 05 Final -Sep 05 Interim-Mar08  Comparison Interim - Jun Final-Deo04  Interim - Jun 05 arison Interim - Mag Final-Nov05 Intedim-Mag06  Comparison
REV £3,651081 :s,?ss.m u.m,aw 212 REY £1988623 E451.723 -44% REY  EMIS46000  EIM0S7.000  EN77.333,000 ~24.0%
PBT m.n? EBTLE09 £350342 +B25% PBT E8I5547 163,353 -£725,742 Lossboth PBT £8,345,000 tnm.m ﬂztm.oou ~39.23¢
EPS -1000 0400 +100.0% EPS A0 37% -l Loss both EPS 9500 2843
l.‘IﬂoFocus International pic Planit Holdings ple Strate gic Thwgn Cioq)plc
Final - Apr 04 Final-Apr 05 Comparison Final - Apr 04 Final - Apr 05 arison Final - Mat 05 Final - Mar 06 i
REV  £73.667.000 £61138,000 +99% REV £26,926,000 £20,124,000 -44% REV £9,250,000 EM1.464,000 +23.8%
PBT  E12874000 £14,903,000 «B8% PBT £1547,000 £19 +275% PBT 1731000 £2292.000 4%
EP§ 5 628 Nis EPS 1 4003 EPS 5.70p <5443
IMcrogen pk Poruait Softvare plc Stilo Inte rnational Plc
Interim - Jun 05 Final-Dec 05 Interim - Jun 06 Final- Mar 05 -Mur05  Comparison Final - Dec 04 Final - Dec 05 i
REY  E21227.000  E4D782000  E19.608.000 -16% REY £14.288,000 E11572.000 8.5 REV £2.076,000 £2.093, a1
PBT £3561000  £5530,000 £2,957,000 -138% PBT £1433,000 £1344000 Profttoloss PET  -£1293000 -£587,000 Loss both
EP§ 250p 4.10p 130p -240% EPS 24 21%  Profittoloss EPS -156p 0600 Loss both
LEnorplanet Systems Plc Piclogic plc SuriControl plc
Interim -Feb 05 Final-Auq 05 Interim - Feb 08 on Final - Mar 05 Final - Mar 05 arison Final - Jun 05 Final-Jun08  Comparison
REV  EIL400000  £22000000  £10,900,000 443 REV £9,657.000 +39.4% REV S0L075 £57,.239,326 883
PBT  -E3)00000  -E19:200,000 -£100,000 Lossbath PBT E420000 £629,000 “43.4% PET E4057312 uzn.m £37%
EFS -244.000 -1200p 000 Loss both EPS 2760 44% 7% EPS 2080p 54,
Iisys plc QA ple 3 ___ Systems Union Gioup pl:
Final - Mau 05 Final-Ma 06 Final - Nov 04 Final - Nov 05 Final-Dec 04 Final-Dec05  Comparison
REV  £633.400000 300, +7.3% REV £30,153,000 £31180,000 <34% REV  E£104.230,000 E113.354,000 -8.8%
PBT £27,600,000 £226.600,000 ST210¢ 386 EW1000 Losstoproft PET £4,614,000 £8,189,000 ~TT5%
EFS 431500 =254.59% EPS -1 00% Losstoproft EPS 3 6. k3
IAondas plc Qonnectis Tadpole Technology plc
Final - Ape 05 Final - Dec 05 Interims - Dec 04 Final-Ju:n05  Interims-Dec 05 i Final - Sep 04 Findl-Sep05  Comparison
REV E4532675 £2,0514 nia £265 £60,00 £66,983 5754 REY. E4, £3,115,000 -80.7%
PBT -£1384.081 EL46579 Loss both PBT -£364256 -ELO48503 £415733 Lossboth PBT  -£2.767.000 -£9221000 Loss both
EPS 5300 5400 Loss both EPS -0: 0. Loss both EPS 1 -260p Loss both
B e e o MM P i =5 1 i CGuantica pic T
Final - Jun 05 Final-Jun 08  Comparison -Maxn 05 Final-Nov 05 Interim - Mag Intetim-Jun05  Final-Dec05 Intesim-Junn08  Comparison
REV  £429.531000 £367.120,000 1453 REV £17,019,000 22, +34.0% REV E9S51000  E20,552,000 ETL411000 1953
PBT 309,000 £16,965,000 48323 PBT EL160,000 £2560,000 EL41000 -16% PBT 000 632,000 £390,000 722%
EPS 0800 9 +10375% EPS [} 386p u 43123 EPS 0.20p 170p 5.10p 24500
1158 International ple Ginetiq Gioup plc Torex Retail plc
Final - Jan 05 Final- Jan08  Comparison Final - M 05 Final - Mar 05 Interim-Jun 05  Final-Dec 05 Interim-Jun06  Compari
REY 9 £95,660,000 <3 £858,900,000 £1053,100,000 B REV  E52.468,000 nsmss.wn l.msos.ooo +Bldx
PBT £825,000 -E553000  Profttoloss PBT £78,000,000 £72.500,000 7.04 PET 087,000 3686000 Profittoloss
EPS IH 28%p  Profitoloss EPS 1 Y B¢ EPS 0.40p 1500 _ Profttoloss
HCC Group plc Red Squared pic Total Sysumsplc
Final-Maq al - Mag Interim - Mar 05 Final-Sep 05 Interim - Mar 05 arison Final - Mar
REV  £18.786,000 EZO.NT.OOO <1043 REV EL040,122 £2455915 E795.464 -245% REV £3451633 nmaﬂs itz
PBT £5.417,000 £6,551000 +208% PBT -£2006 -£290,700 .ml.arz Lossboth PBT £495,038 zmm “426%
EPS 0.00p X +36.0% EPS -0 1050 Loss both EPS 356p -402%
Ncurm Plc | Retail Decisions plc 'I‘wchstom qu)plc
Interim - Jun 05 Int -Jun08  Comparison Interim - Jun 05 Final - Dec 05 Interim - Jun 0§ Final- Mat 05 Final - Mar 06 i
REV  £7.967.000 m mwo £10,433,000 +310% REV £14,705,000 £54,672,000 £95,663,000 5505% REV  £17,269,000 £23,058,000 345%
PET £1543,000 £3.733.000 £713000 8363 PBT £35522,000 020,000 £4.211000 W196% PET -£82. $1142000  Lossto profit
EPS 4.700 062 0500 -69.43% EPS 3 LY 4.10p -30% EPS 2450 Loss topiofit
Netcall plc RIA c
Final - Jun 05 Final-Jun06  Comparison Interim - Mar 0% Final-Sep05  Interim-Ma08  C Final-May
REV £2822086 £3,134,500 «Lbz REV £262.707,000 £114,195,000 463 REV £14,297,000 1133
PBT E£153.059 £381900 +H73% PBT -£304,000 £11528,000 £1367,000  Losstaproft PET £1557.000 273
EPS 0200 0600 +200.0% EPS -1 8! 1 Loss ta profit EPS 820p «38.5%
[Eramac o nNOROIrRpIE=S. s ] . royalblue group ple g .
Final - Jun 05 Final-Jun06  Compariscn Interim - Jun 05 Final - Deo Ints -Jun06 C Final-Mar05  Comparison
REV  E21397,000 £36,043,000 6043 REV E34,082,000 £74,234,000 £44,337,000 +30.3% REV £45,200,000 26.5%
PET £653000 4805000  Profittoloss PBT £4.754,000 EM336.000 6,074, 278% PET £50000  Losstoprofit
EPS 143p -00%p  Frofittoloss EPS 0 3100p 0.77p _ Losstopiofit
Hexus Llanagement pic Sage Group plc Ublqlily Softvare l:otpormimplc
Interim - Sep 04 Final- Mar 05 Interim-Sep05  Compariscn - Mar Final - Sep 05 erim - Mar 06 i Dtc on
REV EL231134 E2469,862 233412 W02 REV 1372300000 £21000 £455.300,000 223 E5.0M, znswou 40,43
PBT -£18, -£185,345 £48187 Losstoproft PBT £95.800,000 £205,357,000 £113.700,000 873 PBT ‘:s.m.sza £8.797,000 Loss both
EPS 0.00p 0.00p 000p Lossto profit EPS 5 1i10p [ 1343 EPS 44000 5000 Loss both
Motk Infornation Solitions p Sander son Group plc Uhima Hetvorks ple
Final - Apr 05 Final - Auoc Comparison Final - Sep 04 nal-Sep05  Comparison Final - Dec 04 Final-Dec05  Comparison
REV X £332.738.000 46183 REV. E11680,000 £15,450,000 +30.6: REV £1653,000 1074000 353%
PET  £2889,000 £30,594,000 686.7% PBT -£328,000 -£482,000 Lossboth PET 313,000 £30000 Profittoloss
EPS 079 333 +334 8% EPS 1! -12% 33 both EPS 0.Hp Profitto loss
NSH Hetall Systems plc SDL ple Uhrasis plc
Interim - Jun 05 Finals-Dec 05 Interim-Jun08  Comoarison Interim - Jun 05 Final-Dec 05  Intenm - Junn 06 Final - Jul 04 Final - Jul 0§
REY  £22229411  EADI87.000  E20047.252 +50% REV £34,080.000 £78,479,000 E45,556,000 £1535,000 £807,000 408%
PBT  £3529.346 £9.563,000 £3913.186 +108% PBT £3.103,000 £5.217.000 £3627,000 -£364, 7S Loss both
EPS [ 00 047p 213% 30% 468 3 -0 Loss both
Onecic kHR plc Su\ﬂuPovauhu?u Universe Cicq)plc
Interim - Jun 04  Final-Dec 04  Interim - Jun 05 ison Final - Deo nal - 05 Final - Dec 04 Final-Dec 05 Comparison
REV £2291331 £4.764,879 785,328 216% REY E4.114,000 £7.937.000 £42,392.000 £17.557,000 50.5%
PBT ETIOT0 -EL745.204 135955 £3743 000 £isiLo00 “E74,000 £357,000 Losstoprofit
EPS -0.66p -130p -0 4p ) -0.10p 40p  Loss toprofit
OPD Group ple Vega Group plc
Final - Dec 04 Final-Dec05  Ci Final - Apt Final - Apr 06 i
REV E4),TH,000 £56,821,000 £52,602,000 162,126,000 R
PBT £2,856,000 4,552,000 £2.907,000 £3,854,000 ~326%
EPS 7200 13600 [ ) 718%
Paity Gioup ple n/p
Final - Dec 04 Final - Deo 05 efim - Jun 05 le Dec05 lnterim-Jun08  Compatison
REY  £159,860.000 138,523,000 008,000 10,192,000 £5,308,000 +6.0%
PBT  -E691000 -£8,425.000 E£45,000 £77,000 £137,000 337.8%
EPS 224p -3, -037p 04 0 Loss to profit
Patsystems plc Xansa ple
Interim + Jun 05 Final -Dec 05  Interim - Jun 06 : Final - Ape 05 Final-Apr0§  Comparison
E£7.700000  Ef5.457.000 £7,125,000 E 779 +735% REV  £376.400,000 £357,300000 5.1
PBT -£284,000 -E777.000 403,000 Loss to profit PBT £44.990 T E15.500,000 £9/000,000 419
EPS -0.00p -050p 020p Lossto peofit 7y 57 52 4 2 42.T%
Phoenix IT Group plc p P XKO Group ple
Final -Mar 05 Final-Mar08  C Intedim - Jun 05 Final-0ec05  Interim - Jun 08 Interim -Sept 04 Final-Mar 05 Interim - Sept05  Comparison
REV  £89.331000 £108,919,000 1233% REV £1309,000 £4.664,000 £2.954,000 54T REY  E21585000  £44,852,000 E1,624,000 46.B¢
PBT  EMN034,000 £17,343.000 619 PBT -£918,000 -EL238,000 -£246,000 Loss both PET 4.an m.m.nm £515, Loss to profit
EPS 5. A -0.70p -0.90p -020p Loss both Loss to profit
Spring Group ple xpmm amuppic
Interim - Jun 05 Final - Dec 05 Interim - Jun 08 Comparison Interim-Jun 05 Final - Dec 05 - Jun 08 ison
REY 594, 725,000 £207,834,000 4.9% REV E7658000  EF.274.000 it mwo 24%
PET £4.627.000 -£7,485,000 E201000 Losstoproft PET -£60,000 -£245,000 Loss both
EPS 3.08p -4 11p Losstoprofit EPS -Ligp -0.08p nzan Loss both

Note: Highlighted Names indicate results announced this month.
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THREE IS THE MAGIC NUMBER

Average share price growth in September was even at around 3% across all of the technology indices that we track. Not only
this, but share price growth across our staffing, services, and software sub-segments, all came within 0.3% of the magic “3".
The resellers were the only segment to buck this trend, posting average growth of 23%, due solely to the 117% leap in share
price experienced by the small cap reseller Ultma Networks, which reported a welcome return to profits. Excluding Ultima,
average share prices within the reseller segment would have fallen by 1%.

It seems apt, given the recurrence of the number "3", to detail three of the big company stories that we've seen this month.

First comes Misys, which having spent most

of the summer courting buyers, saw the |29-Sep-06 S/ITS Index 5169.88

process fall apart at the end of September ELSEUTHEGS incex <HLL

as bidders stepped away from the table. oAt e

Misys terminated the offer process on the FTSE AIM 1016.40

last day of trading in September, and the | meme=m _FTSE SmaliCap SR
Changes i

following Monday (2 October) Kevin Lomax e T (B AR o T R CToERg AT

3 ; S| LIl 100 100 SCSindex AMIndex Small Cap
resigned as CEO and as a director. Shares in | montn o1/09/08 10 20108/08) +366%  +093%  +280%  +323%  2B7%  +274%
the company fell 8% to £2.27 over |FrmiShApras it S

From 1stJan 90 +46188%  +152.36%
September, but have fallen by more than | rom1stianst 163034%  +17501%
15% during trading on 2 October. From 1stJan 92 +39479%  +139.00%
From 1stJan 93 +22442% +10941% +155.30%
p 95 From 1stJan 94 +20965%  +7437% +89.54%
Secondly we have Retail Decisions, the | Fom1stsanss +24485%  +9445% +10281%
acquisitive card payments and fraud From 1stJan 96 +12891% +61.57% +79.68% +8.61% +82.43%

e that h From 1stJan 97 +9300%  +4473%  +5504% +413%  +62.24%
protection technology company that Nas | gypqsijanss +T034%  +16.07%  +4885%  47.13%  +246%  +5341%
also spent most of this year up for offer. | FromistJange 3A7T%  +1.33% 260%  -B344%  +26B0%  +71.03%

: ; ; From 1stJan 00 -5493%  -1399%  -6248%  -B578%  4741%  +1434%
R?D S, Stoly £ the cor:nplete QppOSIte of From 1stJan 01 -38.25%  421%  4472%  -728T%  -2931%  +112T%
Misys'. Having de-risked its poorly | Fwomistianoz H175%  +14.25% 370%  37.38%  +1321%  +37.33%
performing legacy business through |Fromistian03 49057%  +5127%  +11859%  +5540%  +6B59%  +04.55%

L . y From 1stJan 04 +1055%  +33.15%  +3972% @ +4.98%  +2167%  +43.10%
acquisitions in new high growth areas, ReD | rom 1stiancs +406%  +2381%  +1853% +884%  +105%  +2841%
not only boosted financial performance | FromistJanos +180%  +609%  -095% 702%  -2B4%  +7.15%
(shares were up 19% in September on the
back of strong interim results) but has now e ey e

. . . e L]
attracted the interest of private equity firm | = Gice since sinea since ) ielocs L aipca L i v
H H 11/99 1/1/00 1101 11102 1/1/05 1/1/08 06
Palamon, which on 2 October announced it | o . cs) 222%  524% 36.0%  154% 1209%  19.9%  92%  38%  32%
will pay £168m for the business i a 7.7% IT Staff Agencies 84% 725% -562% -209% 19.0%  -220% -1.3%  200% 3.0%

. . s & . 0 Resellers 110.6% 1.5% 34.2% 49.4% 102.0% 54% 16.1% 11.6% 28%

premium on its ClOSIﬂg capitalisation at the Software Products 723%  586% -609% -30%  606%  -1.0% 1.T% 26% 27%
Holway S/TS Index 31.2% -54.9% -38.3% 7.™ 90.6% 10.5% 5.0% 1.8% 3.T™

end of September.

Our final example is Torex Retail, which shares similarities with both the companies above. Like ReD, Torex Retail has focused
the last 12 months on an aggressive acquisition strategy aimed at broadening and deepening its business in the retail sector.
However, like Misys the board has decided it is time for a change at the top. On the 20 September long-serving CEQ Chris
Moore handed over the reins to Neil Mitchell, a specialist in post-M&A business transformation. Mitchell's background makes
him a logical choice as Torex Retail needs a leader that can drive through the integration of its multiple acquisitions and create
a platform for sustained, efficient organic growth.

(Samad Masood)

With a track record stretching back many years, Ovumn is widely acknowledged as the leading commentator on UK Software &
IT Services (S/ITS). Through the Holway@Ovum service, which builds on the success of the original Holway Report, our team
of experts provides unrivalled analysis of both the market and the players. To find out how you can gain access to the service,
including SYSTEMHOUSE and Hotnews, please contact Suzana Murshid on +44 20 7551 9071 or sum@ovum.com.

© 2006 Ovum Europe Limited. The information contained in this publication may not be reproduced without the written permission of the publishers. Whilst
every care has been taken to ensure the accuracy of the information contained in this document, the publishers cannot be held responsible for any errors or
any consequences thereof. Subscribers are advised to take independent advice before taking any action. SYSTEMHOUSE/E is a registered trademark of Ovum
Europe Limited. Ovum analysts might hold stock in the companies featured.



