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Is ‘founder culture’ holding back the UK ITSA market?

For most of the last decade, the move away from the direct o seewhich ITSA can offer the best 'contractor care' scheme to
employment of IT staff by users towards the use of IT contractors ~ attract and retain the top-notch candidates - and so improve
had been one of the most significant reasons for the major their image with clients and investors. In addition, almost all
growth in the UK software and IT services industry. Indeed, the  ITSAs are looking to new technology - especially web-based -
IT contractor market generated revenues in excess of £5b in 1o help reduce the costs of matching candidates to clients and
1999, of which the lion's share went through IT staff agencies. ~ ‘servicing’ both relationships to try to boost profitability in a
As a result, ITSA revenues grew at a quite outstanding rate ~ market where margins are ever more tightly squeezed.

during most of the 1990s and many new companies were  Butthere’s one other important area we think they need to look
established to meet the demand for contract and permanent ~ at-andthat is management. One of the things that strikes us
staff. Most ITSAs thrived as contractor rate increases exceeded ~ about the UK IT staffing ‘industry’ is how many of the leading

20% p.a., demand far outstripped ITSAs are still controlled - or at least
supply, and margins increased.  Quoted UK'SCS Companios - profoundly influenced - by their

. So?npe‘f:ompanies Were elther taken Share Price Performance by Sector sinca 1st Jan 99 founding fathers (they are rarely
over as part of an industry ITSAs significantly underperform SCS Index ‘founding mothers’!) This in itself is
consolidation - started by Philip 1 4 not necessarily a problem so long
Swinstead's Parity inthe early 1990s | *" x as there is sufficient ‘new blood' on
- or undertook |POs and achieved | ** X !, 5 * | the board to make sure the company
spectacular valuations. o LR x = is not being run solely for the benefit
But just as Y2K, and to a lesser | == s {f : f « » & | ofthe founders. Otherwise the risk is
extent the euro, had fuelled growth | e X { a-4"% . 7 @ == | that we might end up with a highly
in the late 1990s, the Y2K m._mg&@%,&.;;:_, fragmented - but very sizeable and
'microclimate’ has had a dramatic | .. important - ‘cottage industry’ where
effect across the UK software and IT TERRAVLSLYNRNNEE W2 e % 2 | everyplayeris only out for what they
services industry - and on ITSAs in = wm—.m-.-u..!::-mm._‘_wﬂ.mj can get, and “who cares what
particular - JUST AS WE HAD

anybody else thinks”. Cooperation
WARNED!! Indeed, the past year has seen a major shake-out  between players would only be seen as a ‘necessary evil’,

in the market, with share prices and associated valuations in ~ undertaken under duress and with huge mistrust among the
trade sales tumbling as growth rates parties. Meanwhile job candidates, and even employees, might

for some |ITSAs shuddered to a halt - ITSA Revenue Growth in Latest Reported FY end up being treated with little regard.
or indeed went negative! On top of L we | tmeairy | NOw, far be it from us to say that this is
that, changes to UK Government [ Couny | VKSR | LaestFYE | Revanue | o aocurate perception of the UK ITSA
legislation (especially the notorious |Z=exert | . | o Sep g o market as seen by the outside world,
. IR35 ) has added further uncertainty |sss s K | sees = let alone a realistic description of the
to an already reeling ITSA industry, ~ [rivertescee A S en 00 «% | ‘inside world'. Nonetheless, we are
Vit Europe us Privata 20-0ct-89 I . 2
But ITSAs are not the only SCS |ssect aspointments N || Prvate | 31.Dece0® . just a little concerned about the
companies that have been suffering (o, ol e = seemingly ‘incestuous’ nature of the
from the Y2K hangover. The raft of |ounia Uk | e | aoNoves 0% UK ITSA sector - just look at how many
recent earnings releases and profits |[Lo/%, i usren T i 2 2 | of today’s agencies have been formed
warnings has hailed from the mighty |rot uk | am | sosepse 16% as spin-offs and/or by ex-employees of
as well as the midgets. Yet [TSA share |&3 iy | e, | mm=mll e other IMSAs (hands upi alllyou
prices have generally suffered more [petyGre Uc | 1sE | a1.Deced 8% Computer People alumni!) It worries us
than other SCSI companies - and still {1 see pesmrel 4 R s = that there are so few publicly quoted
ullion or Porsonnel ivate -Dec-99 e
sit 4% BELOW the level they had on |t W | i | Zavovss i | ITSAs (we count about a dozen) which
1st Jan. 99.Yet if you take a closer look Su";a“f,,ir::mﬂ 0 ti: :iff,lﬁﬁ 2 are therefore ‘moderated’ by investor
at the financial performance of ITSAs |0k Grew i | Poate | 3y.0c80 4% as well as public scrutiny. It also worries
operating in the UK market, average :f:::"_‘:’:;:w:‘"ma"’”” 1w [ v 2% 1 us that there is only a handful of the
revenue growth was around 17% - " | larger privately owned ITSAs that have

actually some way above the 1999 UK SCS market average of ~ Sought external funding (such as S3 Group and Alexander
14%. So you'd have to wonder whether there might be ‘darker ~ Mann) where, as a by-product, ‘external’ NEDs join the board
forces’ at play. and bring outside experience, scrutiny - and hopefully extra
Clearly then, ‘market sentiment’ is having a particularly ~ credbility - to the organisation.

damaging effect on ITSA share price and valuations, and we ~ We think if the UK ITSA fraternity - as that is what it mainly
would say this sentiment is greatly influenced by the perception ~ Seems to be - really wants to be embraced by potential investors,
(or, to be more precise, the lack of perception) of ITSAs as  then it's time to act like a ‘grown-up’ industry. We'd like to see
‘quality’ stocks. Partly as a result, the polarisation in the market ~ more ‘cross-fertilisation’ at board level from outside the ITSA
we saw last year between ‘commaodity’ and ‘quality’ seems to  Se€ctor, and more willingness to ‘play well together’. At least
be continuing apace, with many ITSAs scramblingup the value  there's a ray of sunshine on that front with the recent formation
chain to offer a broader range of services to clients, justaswe  ©of ATSCo, the UK ITSA industry association. /t's good to talk,
have been recommending. Meanwhile, a new race has started ~ gents, but it’s time to grow up!
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Difficult trading at Eurolink _UROLINK

Eurolink Managed Services A S R D E SN SR

(manage contract IT staff on behalf of clients) results for
the year ended 31st Mar. 00. - their first since their IPO -
show revenues down 9% to £7.6m, PBT reduced from £845K
to £340K, and EPS also down from 5.35p to 2.19p.
Describing the year as “an exceptionally difficult trading
period for many IT service companies’ non-exec Chairman
David Mann commented on the outlook saying “the Group
has recently secured a significant order from an existing
client, the benefit of which will be seen in the second half
of the year....The Directors are confident that the Group is
positioning itself well as a cost-effective source of
professional teams for IT development'.

Comment. EMS acquired RDF Consulting from Eurolink
in Mar. 99. They listed on AIM in Aug. 99 at 100p but have
been hit by the usual Y2K ITSA problems and indeed these
results were more or less forecast at the Sep. 99 interim
stage. After a period trading at a premium, the shares have
now fallen below the issue price and ended the month on

88p - down 28% this year to date
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Higher revenue (and losses) at Baltimore
Baltimore Technologies (“global leader in e-commerce
and enterprise Public Key infrastructure solutions”) has
announced half year results for the period ending 30th Jun.
00. Revenue increased 162% to £25.7m (due in part to
acquisitions but even so organic growth was 108%), LBT
deepened 29% to £20.6m.

Commenting on the results, Fran Rooney, CEO said: “This
has been an excellent quarter for Baltimore with record
revenue growth across all regions. The increase of 402%
in licence revenue over Q2 1999 demonstrates our
continuing success in winning new customers and partners
in target vertical and geographic sectors. Over 60% of our
revenues were generated outside Europe in Q2 2000 and
with 26% of revenue emanating from the US, Baltimore is
delivering on our investments in our key regions”
Comment. Baltimore has been active on the acquisition
front this year with GTE Cybertrust ($150m) and 72.5% of
NSJ ($24.9m).

But they suffered the ignemy of being dropped from
FTSE100 in July this year. The shares were up 39% this
month to end on 887p - a capitalisation of £2.83b.
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Triple rises at Autonom y

Mike Lynch’'s NASDAQ (and we hope soon LSE) quoted
Autonomy (pattern recognition software that analyses a
document and extracts the most important bits!) has
announced results for the six months ended 30th Jun. 00.
Revenues tripled to $26.3m, compared to the six months
to 30th Jun. 99, gross profit also tripled to $24.2m (with an
improvement in gross profit margin from 88% to 92%),
move into PBT of $5.5m as compared to a LBT of $0.9m,
and EPS improved from $0.01 to $0.03.

Revenues in Q2 grew 25% over Q1, with US and Asia
Pacific revenues growing by 15% and now accounting for
51% of total revenues. Autonomy CEO Dr Mike Lynch
commented: “Going forward, we will continue to execute
our strategy of driving our business into new markets,
business sectors and industries, as well as leveraging our
technology into new applications via indirect distribution
channels”.

Biggest news this month was the contract with the US
Govt. to bring together info. from over 25,000 federal
websites. As we said last month, a superb example of a
UK company doing rather well “over there”.
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Good progress at Royalblue
As we briefly previewed last month,
Royalblue results for the six months
ended 30th Jun. 00 show revenue up |
42% 1o £25.5m, PBT up 11% 10 £3m AU
and diluted EPS up 9% to 6p. CEQ, John Hamer, said:
“We have made good progress in the first half of 2000,
with the value of orders booked standing at over 80% of
1999’s total. We cautioned in February that profit growth
would be held back this year due to our investment in
fidessalNet and this remains the case. However, we see
continuing demand from our markets and therefore expect
further progress overall in the second half, and an
encouraging outlook is building for 2001".

Comment: During our conversation with John Hamer we
invited him many times to tell us whether Royalblue had
experienced the “Y2K lockdown” or suffered from the “Y2K
hangover”. Either Hamer is a good bluffer or Royalblue really
does seem to be amongst the few that has not seen any
slowdown. The figures speak for themselves - a 42%
organic growth rate is impressive in anyone's books. The
outlook looks equally “encouraging”. Hamer says he
received more orders in the first half than in the whole of
last year.

Why? Perhaps it's that Royalblue is already one of the
‘new breed” of SCS companies. So it never had the
“baggage” anyway. Perhaps it's the geographic spread of
business. 32% of revenues now come from outside the
UK. Perhaps its the mix of financial trading systems, IT
help desks, software for call centres, enterprise systems
etc. Whatever, Royalblue is fast becoming a role model of
the type of UK SCS company we like. The shares ended
the month up 26% on £18.25p.

Revenue down and !osses up at Infobank
Infobank has announced interim results for the period to
30th Jun. 00. Highlights: revenue decreased (due to
disposals) to £671K from £26.1m in the six months to Jun.
99 (continuing operations however grew from £21K to
£444K), LBT deepened from £3.2m to £9.97m (but was in
line with expectations). Commenting on the outlook,
Graham Sadd, CEO, said: “I am pleased to report that
Infobank has continued to make good progress during the
second quarter. This has been reflected in the number and
quality of the customer wins we have achieved over the
period".
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ICL suspends float
indefinitely... CEO Keith Todd,

|/
Nigel Hartnell and others) go... ‘
ICL's long heralded float is now officially off.

“Current difficult trading conditions in the IT industry and ICL's
financial performance” were blamed. “In light of Keith Todd's
close identification with the flotation of ICL, he has tendered his
resignation”, Richard Christou (currently director of commercial
and legal affairs) will take up the role until a new CEO is
appointed. Christou said “Despite tough external market
conditions, trading in Q1 has been satisfactory. We shall continue
with our programme to unlock hidden value within ICL and this
includes the possibility of listing our Nordic company ICL Invia
in Helsinki and KnowledgePool, our e-learning business, on
the LSE (and possibly NASDAQ) at the appropriate time”. (Ed.
You would think they would have learned by now....)
Since Todd's departure, David Palk and FD & Ops Director
Alan Gibson have also left. Peter Earle has become acting FD
(i.e. not operations). Group Exec. Director Robin Hacking, and
Corp. Development Director Nigel Hartnell are also going. There
are no plans to replace Hacking or Hartnell and we understand
that the ‘purge’ is now complete, at least at ICL's top management
ranks. But still no new news on a full-time CEO and it sounds
like parent company Fujistu is still committed to keep ICL intact.
Acting CEO Richard Christou will need to tell everyone what
the game plan is fairly soon before staff morale becomes a big
problem.
Comment: Our subscribers will know our long held views on
this subject which is why we chose to reprint our review of a few
months back on our Hotnews page. When the Invia float was
pulled in June we said ‘this must be a bitter blow to Keith Todd.
How many more can one guy take?” In all the interviews we
had on the day, the interviewers have said “Keith was such a
NICE guy, but....."Keith was a nice guy as indeed were most of
our other long term friends at ICL.
We have been much blunter to their (that includes Keith) faces
than we ever have been in print. The float was never a flyer at
anything like the valuation required. We said, time-and-time
again, that ICL was worth far more (>£5b) as the sum of the
parts than the c£2b they might be valued at as a whole. We
somehow feel there was quite a lot of sympathy towards this
view within ICL. After all, the bits that had been spun out - like
Workplace Technologies, Guardian IT, INS and others - really
prospered outside the family. Technology plc (ICL PC reseller
business). CFM (outsourcing), Sorbus (multivendor support
throughout Europe), the internet business, Retail, Financial
Services etc. etc., should have been allowed their own lives too.
We hope Fujitsu will belatedly realise this as if they retain the
status quo - as they have done for so many years - they will just
preside over a slowly dying offspring. Surely no parent wants to
see that?
Postscript - We well remember Sir Peter Bonfield's appearance
on Sue Lawley's Desert Island Discs last year when he
recounted his departure as CEO of ICL. Fujitsu presented him
with a real Samuri sword. Had he left it at ICL for use by his
successor or took it for future use at BT? (Ed. Sorry, they have
a!f read this before as rhey lifted it off Homews on the day).

_ar en{ied 31st May 00 revenua went up just 9%
ith PBT mcreasmg a much higher 53% but stitt

since then they have usuai!y traded at a substantial
zount. Indeed they stood on only 18p in Dec. 96. There
has been a bit of a recovery since then, but as at the end of
the month the shares stood at 40p - still a discount of 85%
to the float price.
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[ London Bndge Software results for the half year to 30 June 2000 show revenues up c40% at £27.2m but PBT down 6% at £3.3m.
| EPS unchanged at 1.31p. Gordon Crawford, Chairman said “The Company has continued to make good progress during the first
| half of the year towards our strategic aims whilst meeting our trading objectives for the period against difficult market conditions.
| Progress during the period leaves London Bridge well positioned to maintain investment in best of breed products that will
| deliver above average growth into the future”.

| Good to see recurring revenue is now 31.2% of total revenue compared to 27% last year. The percentage of revenue originating
| in Europe has increased significantly from 35.2% to 389.5%. Whereas although the revenue in the Americas has increased, the
percentage of total revenue is showing a decrease from 62% on the same period last year to 55%.
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hted Names indicate results announced this month
De]cam plc Kazoo3D plc
Int 8 mos Jun 00 Intenm | Compansion|
£1,437,000 £400,000 nAl
-£2,159,000 £1,200,000 na
22501 na na
1 Kewill Syst plc
Final- Dec 99 Compansion| Final- Margs) Final-Mar00l Compansion
REV 1,779,000 +.1REV £60,079,000 £75.245000 +25.
PBT -80.04|PBT| £7,196,000/ £1,803,000| 74,
EBS Lossbo 63 B3 D449 -120p! Profitto loss)
Il Keystone Software plc
Final- Mar Final- Mar00 Compansion Final-Mar 83 Final- Mar00 Final - Mar99 Final - Mar 00! Compansion|
REV £17,460,000 £21,693,000] 24 29REV £110915 £1,056,519 £1,585217 £4,793,000 +202.794
PBT £2.764.000 £3,651.000 432.194IP BT -£637.143 -£342599 -£2.400057 -£165,000 Loss both
EPS 9080 1181p! 2019EPS -1900 9 18900 -0€0p Loss poth
ic plc [ ECsoft Group plc Knowledge Management Software plc
Intenm - May 00! mpansion| Intenm - Jun 93] Fin, 99] k Final- Dec 98 Final. Dec 99 Compansion|
REV £22,007,000 REV 713,000 £770,000 {
PBT £516,000 PBT a:&oo?gj -£981000| Profitto loss
EPS 0100 EPS 009 -131p! _Profitto loss
Alterian plc Eidos plc Knowledge Support Systems Group plc
Final- Mar Final-Mar00] Compansion Final. Mar93 . Final-Dec 99| Compansion
REV ) £1,011,140 +H3745HREV 284,000 - 11,838,025 +16.4
PBT £254658 £3905| Lossto profitPBT £37,920,000 . ma.ag?l Loss both|
EPS 20 Q iEPS 25000 -l‘-E’iﬁ PS 0 X
Anite Group plc Electronic Data Processing plc Logica plc
Final- Apr 99 Final. Apr00 Intenm- Mar99] Final- Sep 93] Intenm - Mar 00 Intenm - Dec S8] _ Final - Jun 93] Intenm - Dec 99
REV £180,829,000 £158,976,000 £5,469,000 £] 12,000/
PBT £6,788,000 £7,171,000 £1,225,000 7,000 £1,004 030
EPS 1 324p £8%0) 2560 4800 E0p 00
Axon Group plc Epic Group plc London Bridge Software Holdings plc
Final- Dec 9] Compansion| Intenm - Nov 98] _Final- May 99] intenm - Nov 93] Com|
REV £25,378,000 +20.754REV £1 T £3,084,000 £1,904,000| +36%
PBT| £4,560,000 +14990PBT £114,000 £479,000 £216,000| -5.6%
EPS 57 4103 67 40 8%
Azlan Group plc 0 anaged Services p
Final- Mar 99 Final-Mar00] Compansion| Final-Mar99 Final- Mar00l Com, Final- Nov 98] Final- Nov 93] Comparision)
REV £342,861,000 £410,604,000 +H98%IREV 8323171 £7,596,000] £138,407,000 £138,817,000 40,394
PBT £3,835,000 £9,258,000 +14149%PBT £844 762 , £2549,000 -£1,649,000| Profitto loss
+ z 2190 2.300) 55001 Profitto loss]
Baltimore Technologies p F.l. Group plc Lynx Group plc
Intenm - Jun Final - Interim - Jun ompansion, Final- A pr9d| Final- Apr00 Com nsmn Interim - Mar 3] Final - Se; Intenm - Mar 00 Comparision|
REV 507 272,000 04,000 +HE2193REV] £228353,000 £307,696,000 REV| £103,844,000 12541,000f  £111,018,000 659
PBT -£15991,000]  -£31.351,000 -£20,659,000 Loss both{iPBT £17,025,000 £17,391,000 l"' PBT 6,370,000 £11,017,000 £1,789,000 7199
EPS S.70p) 10270 8 H 2920 820! [} 250
Baron Corporation plc ancial Obje p MMT Computing plc
Final: A Intenm - Feb mpansion Intenm - Jun93| Final- Dec Interim - Jun 00 Intenm - Feb8] Final: Aug 93| Intenm - Feb 00 Compansion|
REV 1 4 1,392,585 nalREV £10,690,000 2,301,000 £8,874,000 £21,100,000 £41,024,210 £15,800,000 - 2045
PBT -£12?,831 £2,649,000 ] ! £5,100,000 £9,710952 £2,000,000 608
EPS 5750 EPS 5 . 26600 52200 105001 .60 57
roup plc Macro 4 plc
Interim - Jun 00 Intenm - Dec 98
,890,000] £13,152,000
£41,000/ £5,024,000
-1.40p/ 16600
s Group plc
Intenm - Jun 99, Final- Mar 00 Final-Apr99lPenodto Apr99l Final- AprOQ
REV 7,243,000 REV £186,104000| 1215473000 £227.283,000
PBT £1,059,000| PBT -£16,655,000 -£11,572,000 -£35,369,000
EPS D?OD PS =16300! -14.30p. 24900
Microgen plc
Final - Apr99 Final . Dec 98| Final- Dec 99
REV £2,740,000 £70,105,000 £31,324,000
PBT £8,492,000 £]1,834,000
PS 2200 5700
Misys plc
Final -May99 Final- May Q0 ompansion
REV . 671,100,000, £708,800,000 45,
PBT| Profitto !uss PBT £91,400,000 £113,600,000 +24 3%,
EPS =0 P (84
Guardian iT plc ondas p
Final- Dec 98 Final-Dec 93] Compansion Final- Apr99| Final-:AprO0| Compansion
REV/ £29693000 £49245,000 +65BHIREV £955301 £1.358811 2
PBT| £6,629,000 £7,048,000 #©3%PBT £520,770 -£B57,573 Loss both|
EPS <) 9000 10900 211 - .6 th
Cedar Group plc Harvey Nash Group plc orse Holdings p
Final- Mar Q0 Final: Jan 93 Final- Jan00] Compansion Final- Jun'99 Final- Jun00| Compansion|
£104,851,000 £150,998,000 44, REV £283,943,000 £506,316,000 +HEX
8,863,000 £11.974,000 435.0%IPBT| £18,853,000/ £22919,000 +21.6%
19290 22700 10X s
Higham: MSB International plc
Final: Mar Final - Mar 00 Final- Jan Final - Jan 00 Companson
063, 126863817 -2l £191._34“5Tn§ £184535,000 =255
£1,524,855 .£308,504 £8,088,000 £4,558,000 3375}
5400 -1.58pl 27000 17300 200
Clinical Computing plc ICM Computer Group plc MSW Technology plc
Final- Dec 98 Final- Dec 9] Compansion Intenm - Dec 98] Final - Jun 98] intenm - Dec 99 Final-May 29 Final-May00] Ccmpansion,
REV £3,039301 £3112623 +24%REV £18,534,000 £40,047,000] £22.328,000 £1,896,518 £1,611,619) <1509
PBT £276,584 £382,336 +38.294|P BT £1,949,000 £4,335,000/ £2,035,000 -£1641,522 -£2,790,867 Loss both)
aiepP S 14900 20860 22230 Loss both)
p iE Group NelBene!rl ple
Intenm - Jun Fipal: Inten Compansion Final: Dec ompansion
REV ] 588 9,400 . REV ,633,118 +110:15¢)
PBT| £35,758,000 £83629,000 £45,100,000 +26. 194 P BT| £1,024,104 F rohl to Iass
EPS 4.600! 1070p 5300 H523lEpPS -342p
Comino ple Innovation Group pic (The)
Final . Sep 99 Inlgnm‘Msr% Final - Jun 95| Compansion
£20,800 19 £757911 s81.1%g
BIE 811 £], 530092 —il.lZ?,gZ] Loss bath
1500 2 Loss both
iSGFl‘ Group plc Nettec
PF Final - A pr00 Final-Dec S8 Compansion
1 £1,421,000 #3767
Loss both
hoth

1S Solutions plc

Final< Dec 99 Companson|
111,818,000 £165419000[Not comparabie
205/ 51’450000 Profitto loss
Profdto lass
00" “Compansion
REV 5 o +hil
PBT| £2.200,000 )
EPS 0760 036 04lp
Orchestream Holdingsplc
Fi Final-Mar00]” Compansion Final - A prog) Final. A pr 00 s T
REV £110,172.000 16,914,000 £4.201,000 39,29 £0 67 na
PBT £7,353,000 £811,000 -£1,052000] Profittoloss £3,309,752 Loss bath)
EPS 2076p) 164401 22, I0sSHER S 2. Lossboth
DRS Data & Research Services plc Kalamazoo Computer Group plc Oxford Molecular plc
Final: Dec 98 Final- Dec' 99 Compansion) Final - Mar 99 Final-Mar 00l Compansion Final- Dac S8 Fical Dec9A] Compar
REV £7,164,000 £8,176,000| HA1HREY £65870,000 62,781,000 4 7lIREV
PBT £73,000 136,000 -*223% PBY -£2,198,000 -£5,933,000 Loss bothllPBT 8 Loss bo
EPS ol 0.52p) HIEPS = 11700l Loss DOIBIERS a0 000 Loss o
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Quoted Companies - Results Service Note: Highlighted Names indicate results announced this month.
Parity plc I Sage Group plc Systems International Group pic
Final- Dec 98 Final- Dec 99 pa Interim - M ar 99 Final- Sep 99, Intenm - Mar 00 Intenim - Dec S8 FinalJun99| intenm- Dec 99 Comparision|
12590.200,000 £314,154,000 £132545000] 307,041,000 4202,528,000 18.457,000] £17,0563427 8,368,000 -11%
£20032C00 £18,561,000 ’ 435,479,000 £74,313,000 £53,992,000 £1,093,000 42,313,053 £33,000 97
777D alEpg 2060 4170 2940 2210 47701 Q070
Patsystems plc SBS Group plc Systems Union plc (was freecom)
Interim- Jun 93| Final- Dec 99| Intenm- Jun 00 Interim - Feb 93] Final. Aug 99 Intenm - Feb 00 Final- Dec 98 Intenm Compansion
REV 7 £508,000| £1,091,000 REV 428,300,000 453,305,000 900, £599,000| na
PBT| -£3,835,000 Loss bothl{PBT £1,400,000 2,219,000 £124,000 +£2,100,000| n/a
EPS -370p Loss DothiiEPS 3 16100 0900 04 o4
Planit Holdlngs plc Science Systems plc TelMe.com plc B¢
Final AEr-QQ Final - ﬂDI’OO] Compansion| Final-Dec Final- Jec 92 Ccmpgnsnn Final- Marg9| Final- Mar Compansion
REV 49,676,000 113.304, 000 +37 STREV 424,319,000 30,966,000 7 3% REV £10,014,000 £13574.000 +39 5%
PBT £1,570,000, fzdaaooo PBT| £2 217,000 £2,633,000 +Iss PBT -£3,381,000 -£2, 105000 Loss both
EPS 1600l «:39«’ EPS 8 11 40p QS]%}EPS -5400|
Policy Master Group plc SDL plc Terence Chapman Group plc
Final- Dec 98 Final- Dec Cnm Final- Dec 88] Final. Dec 99| 99]  Final. Aug Intenim - F
REV £11,338405 £16,730,281 £10,098,000 £12,960,000|
PBT £697,330 £1,062.587 £209,000 +£796,000
EPS 5860 04]p 2630
Primar-E plc Sema Group plc
Final- Nov 98] Final- Nov 99]__Compansion, Final- Dec Final. Dec 99 3 Intenm - Jun 99|
REV £11.286.246 £9,194,799 -1859%IREV]  £1,250,400,000 11,410,000,000 +12.8% 418,532,000
PBT -£88.447 -2861,861 Loss bothliPBT £97,800,000 493,800,000 -4 19PBT £1,775,000
EPS -007p -06%0] - Bs 14 €00 14700 JO7HEPS 2900
Protherics plc ServicePower Technologies plc Total Systems plc
FmaJ Mar g9 Final- M ar 00 Compansion Final- Dec 98 Final- Dec 99| Compansuun Final- Mar9—91 Final- Mar 00 Compansion|
REV 847,000 41,598,000 -439%(REV £3,099,881 £.3760 910 +21 3%IREV £3247,157 41,958,040 .
PBT £13,017,000 415,454,000 Loss both) i]d]?? Pmmto l0ss||PBT £629,873 -i579589 Profitto loss
EP 988 10 £ . EPS 4290 -3970] Profitio loss]
QSP plc e Touchstone Group plc
Final- Dec 98 Final-Dec 85 - 99 - -,: Interim - Jun 00 pa Final- Mar29 Final- Mar00]  Compansion|
437,006,000 £50,538,000 493 $24097,000 +/ 1GREV 17,663,000 £10,511,000] 4372
£2 044,000 212 881, £2,548,000 -116%PBT 41,048,000 £1,196,000 +14 1
2 §10p +1BEIIEP S 7600 9500 25 0%
Skillsgroup plc Trace Computers plc
intenm-May93l Final- Nov 99] Intenm - May 00 Comparision, Intenm - May 93] Final- Nov 93] Interium - May 00 Compansion| Intenm - Nov 98| Final- May 93] Intenm - Nov 99 Comparsion
REV £8286/000| £18,153,000] £9278,000, +120%||REV £95400,000) £198,700,000) £78,000,000] -191%REV 18,684,000 £17,072.781 18,693,000 +0 14
PBT £1,593,000| £3224,000| £1.463,000/ -B27IPBT 46,400,000 £11.400,000, -£500,000| Profitto loss||PBT £928,000 14,367,036 £973,000 +4 87
EPS 2840 £02p 2710 s ©500 10700 0100 08 00RIEP S 4470 2594/ 474D 26 0ot
RM pic Sopheon plc Triad Group plc
Intenim - Mar93|  Final- Sep 99| intenm-Mar00] Compansion Final- Dec 98 Final- Dec 93] Compansion Final- Maraa| Final-Mar00] Comparnsion|
REV/ £71,116000]  £162,210,000 178,074,000 49 8FREV 1891,000 11,510,000 +69.5%IREV £49,306,000 148,366,000 -1.99]
PBT| 42,453,000 £12,262,000( £1,432,000 -4, PBT -£], 142 000 -£2,072,000 Loss bath .
EPS 1900 9800! 1100 421’3 EPS 81 -1010p Loss bothlliEP
Rage Software plc Spring Group plc Ultima Networks plc
Intenm - Dec 98] Final- Jun 93] Interim - Dec 99 Compans»onl Final- Apr39| Final- Apr00] Comparision B
REV 4£3,050,000] £8,845,000| £2,680,000) 12.1HIREV £403,154,000 £396,106,000 -L75HREV £6,476,000
PBT| £610,000 £3,121,000| -1614,000| Pmfitto loss||PBT £14,180,000, -16,420000] Pmfitto loss||PBT -£610,000
EPS 01 1030 .0280] PmiittolossllEPS 6090 -5000l Pmittoloss|EPS -0.360
RDL Group plc Staffware plc
Fnal. Sep 98| Final- Sep 99 Compa Final- Dec 98 Final- Dec
£15692.000 118,172,000 ] $22.187,000] 125262,000
£1,154,000| £1,335,000 7 £250,000
875 8000 BT -
Recogmtmn Systerns Group plc
Intenm - Jun 99
£1,772,000| 144,
.£360,000 B ¢ -£1,985 Lnss both FBT
Loss both 2500
Retail Decus Superscape VR plc
Intenm Compansion) Intenms - Jan 99| Final- Jul99 Intenms - Jan 00 Com) nsu)n
REV 411,700,000 nallREV £2,122 000 £3,071,000 £708,000 REV
PBT £2,500,000 nAallPBT -£87,000 -£2,765,000 -12 897,000 Luss tnm P BT
EPS na P .07 3
RexOnline plc ontrol p 3 B Software Vocalis Grnup plc
Final- Apro9 Final- Apr00| Comparision) Final- May 99 Final- May00| Comparision| Final-Mar 59 Final-Mar00] Comparision|
REV £273570 £658,000 +1a055[REV £4,003,000 18,706,707 +117 R EV 4,820,000 £2,694,000 5415
PBT -£34,303 -£326/000 Loss bothllPBT -£1,314,000 -£14,871,341 Loss both PEIT -£1,098,000| -£4,507,000 Loss both
S 2600 -4580p! Lossbo pPS -1278p! -70360 Lossbo -3360 -10570 Loss both
Rolfe & Nolan plc Synstar plc Wealth Management Software plc
Final- Feb99 Final- Feb 00| Interim- Mar29| Final- Sep 99 Intenim - Mar 00 Penod- Dec 58 Final-Dec 99| Comparision
REV 120,988,000 122 856,000 5 £104,034,000 £119.253,000 14,082,000 112,818,000 +214 0%
PBT £1,606,000 £1,838,000 G £420,000 £8,094,000 £5,191,000 4% -£355,000 -£105,000 Loss both)
7900 9300 g )0 50x 66 70 -2300 .0900 Loss both
Royalblue Group plc ed Research plc XKO Group plc
Intenm - Jun 98| Final- Dec 99| Interim - Jun 00| Final- May 99 Final - M ay 00| PFFinal- Mar 99| Final-Mar00| - Comparision|
REV £17,905,000 £35,693000 25,500,000 7 £1,405,000 £1536,000 7 128,428,000 129,628,000 a7
PBT| £2.744,000 46,511,000 £3,037,000 £140.000 4215,000 £2667,000 -£6263000| Pmfitto loss
600D 071p 1250 8200 27200l Pmofittoloss
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Y2K affects KBC at interim stage

Quoted KBC Advanced Technologies (process engineering
group providing consultancy and software tools for the oil
industry) was quite badly affected by trading conditions during
1999. At the six month stage ending 30th Jun. 00, revenue fell
11% to £17.5m, operating profit (pre exceptionals of £2.8m
profit from the disposal of Sigmafine last time) halved to £1.3m
and PBT was down from £5.6m to £1.6m. Diluted EPS fell over
threefold to 2.1p. KBC's results were held back by low order
intake but CEO Michael Press commented ‘It is pleasing to
note that trading conditions have improved somewhat... this
has been reflected in an increase in contract awards for H100".
But as he pre-warned last March ‘this years results will be
adversely impacted as a result of the low levels of new orders
secured in 1999".

More revenue, more losses at ...

...tfrading software provider Patsystems, has announced
interim resulte for the six months ended 30th Jun. 00. Highlights:
turnover grew by 400% to £1.1m, LBT deepened from £585K
to £3.8m but Loss Per Share improved from 4.4p to 3.7p.
Commenting on the outlook Thomas Theys, Executive
Chairman, said: “Trading remains strong moving into the third
quarter and we believe our ongoing broadening of the
foundations of the business means Patsystems is well
positioned to benefit from opportunities in the marketplace as
they arise. We are confident that the Group will continue to
build on its position during the second half of the year".

A new issue at the end of 1999 at 107p, the shares ended the
month on 174p - a premium of 62% to the float price.
..."Europe’s leading ASP service provider” NetStore has
announced maiden results for the year ended 30th Jun. 00.
Highlights: turnover increased 75% to £1.4m, LBT deepened
from £1.1m to £4.9m as did Loss
Per Share from 2.22p to 7.57p.
Active users has almost doubled
to 17K. CEO Gary Smith is iI.-limll-lruninivulmlSlmul‘lulhn
‘delighted they are performing strongly and meeting targets
set at our IPO”, The original plan was to break-even by 2004.
Netstore are now planning to sell its services in continental
Europe.

Commenting on the outlook, Chairman Paul Barry-Walsh said:
“The key determinant of NetStore's success in the foreseeable
future is acceptance amongst the end user community of the
delivery of application software over the Internet.

Listed at 150p, the shares ended the month up 36% on 164p.

...but less of both at Ultima

At the six month interim stage to 30th Jun. 00, Ultima Networks
(networking services and products) saw revenue decline 40%
to £3.9m but losses actually reduce from £610K to £496K. At
one time we doubted whether Ultima (or Microvitec as it then
was) would survive. But new Chairman Humayun Mughal “put
his money where his mouth is” after banks withdrew funding.
The shares have been little short of disastrous but, at 11p, at
| least higher than the all-time low of ¢2p lastyear!
September 2000

t‘l" etstore

just 2%

Better than expected ...
NSB Retail Systems has
increased ‘“real growth” by 3.6
times from £5.2m to £18.8m in the
six months to 30" June 00. Organic
growth was a more modest 5.6%
and total revenue growth was 78% -
however £7.64m of this was as a result
of acquisitions — like Real Time Control in Jan. 00 for
£73.8m. Overall PBT actually fell marginally to £2.15m and
operating profits on the continuing operations fell 25% to
£1.86m. Diluted EPS fell 46% to 0.41p. Increased R&D
spend (it doubled from £2.7m to £5.8m), US market entry
costs, and integrating RTC were amongst the reasons given
for the reduction both in profits and from margins (from
21.9% to 17.1%). However, this was entirely as NSB had
forecast — indeed, a bit better than expected.
Apart from an initial slowdown in Q1, NSB reports a “strong
recovery in Q2”. NSB reports “outstanding success” in the
US where it has been awarded contracts from both Nike
and GAP. These will start delivering in H2. With this and a
return to more normal R&D levels, NSB should have a
sparkling second half.
We were also very interested in the initial success NSB is
having in offering its products to smaller retailers on an
ASP or ‘priced by transaction” model. First customers (just
about to go live) include Geiger and Cavier House and the
full system rolls out in Jan. 2001.
Comment — We have a soft spot for Nikki Beckett and
NSB. Beckett seems to fully understands the care that
needs to be taken to ensure that its large acquisitions,
high R&D spend and geographic expansion do not ruin what
has previously been an exemplary financial performance
by causing the dreaded “indigestion”. Having said that, the
ASP model, the US expansion, the “go-for-it" attitude, the
“stick to the retail knitting” and the overall “niceness” of
NSB puts this scribe seriously “on message”. Whether the
market agrees is another thing. NSB shares have more
than halved since Aug 99. They ended the month down
300

;:Davfsmn s z‘radmg well and the pmspects for the second
half look very goad tndee :

Q _ntma”is a smai! pfayer in a market mcreasmg!y
dominated by mega“ agenc:es Quanhcas acquls;tlon of

confracﬁag in the. London and the South East England area’,
as well as specialist internet and e-commerce recruitment
exgosure Supplying IT contractors in the City and the South
East is a fiercely competitive market, with same very

‘established players.

Quamacas share rose 13 /o th1s rnonth to end on 75p.
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SCSI Index
FTSE IT (SCS) Index 3736.40|:
techMARK 100 4119.75
FTSE 100 6672.70

FTSE AIM 1835.50
SE

ndex

Month (31/7/00 to 31/8/00) +16.51% +4.83%| +13.31%
From 15th Apr 89 +1191.10%| +224.93%
From 1st Jan 90 +1303.22%| +182.50%
From 1st Jan 91 +1723.92%| +208.86%
From 1st Jan 92 +1135.67%| +167.65%
From 1st Jan 93 +710.18%|  +134.42% +156.45%
From 1st Jan 94 +673.31%(  +95.20% +90.40%|::
From 1st Jan 95 +761.20%| +117.67% +103.73%] -
From 1st Jan 96 +471.66%)|  +80.87%| +421.98% +92.52%|  +83.25%|
From 1st Jan 97 +382.21%|  +62.02%| +350.41% +88.04%|  +62.97%|
From 1st Jan 98 +325.40%)|  +29.93%)| +331.83%| +273.64%| +85.03%|  +53.80%
+227.57%)|  +13.43%)| +182.95% +158.40%| +128.98%|  +71.80%

0, 0, O, % 0,

Move since | Move since | Move since [ Move in Aug
1st Jan 98 | 1st Jan 99 | 1st Jan 00 00
System Houses 318.7% 171.0% 5.6% 17.2%
IT Staff Agencies -19.6% -3.8% -16.2% 6.4%
Resellers 84.3% 96.0% -5.6% 18.9%
Software Products 511.6% 422.7% 25.7% 17.4%
Holway Internet Index 665.4% -6.9% 4.9%
Holway SCS Index 325.4% 227.6% 12.6% 16.5%

A landmark year for SurfControl
EASDAQ and FTSE250 quoted SurfControl -
‘a leading provider of Internet access control %
software”- (previously known as JSB Software

Technologies until this month) has announced

its full year results to 31st May 2000. They have

given their results in $ not £ which, personally
we think is a shame. In the year, revenue more
than doubled to $14.3m (c£8.7m) including
$2.2m from acquisitions. But despite this, the operating loss
has gone up from $2.5m to $25.7m, LBT from $2.1m to $24.4m.
Each quarter made a loss, the highest being Q300 when LBT
was $10.9m - at least Q4's fell to “only” $8.4m. Cash in the bank
at the FY end was a high $31.7m.

The company saw strong growth in their internet access control
business where revenue went up from $0.9m to almost $15m
(of which $6.25m has been deferred). Historically SurfControl
has relied on revenue from ex-growth MultiView (puts a
Window-like product on the front of legacy systems) and this
[now accounts for the remaining $5.5m revenue. Acquisitions
|have featured in SurfControl's strategy. In May 99 they bought
\US Kansmen for $5m and Oct. 99 US SurfWatch Software for
'$29m. This year, so far, they have acquired US Cyberpatrol
\(June, £62.5m) and, this month, European CSM Security
\Management for $17.3m in shares. After all these acquisitions,
their now have nearly 300 employees.

\CEO Steve Purdham commented “ The year ended 31 May
2000 has been a landmark year... From achieving our goal at
|the beginning of the year of becoming a leader in the Corporate
}In!ernet Filtering Market, we have successfully expanded our
\capability enabling us to address the completed internet filtering
|market encompassing the corporate, education and home
|markets”. He went on to say that ‘we view the future with
:excitement and confidence, and look forward to the continued
| growth of the Company in this fast moving market”. Mind you,
no mention of when the company will actually make a profit but
|then they are an internet company.....

|Comment. SurfControl is a dynamic market leaderin a dynamic
| market. They estimate compound annual growth in the markets
lin which they operate should be in excess of 50% (to 2003)
with a market size then of c$1.5bn. The shares ended the month
{up 33% on £23.98p - a market capitalisation of £646m.
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Holway/System House SCS Share Prices and Capitalisation
Share PSR scsl Share pnce Share prce Capnalisation Capitalisation
SCs Price Capitalisation Historic Ratio Index move since %% move move since move (Em)
Cat 31-Aug-00 31-Aug-00 PE Cap./Hev. 31-Aug-00 31-Jul-00 in 2000 31Jul-00 in 2000
|Actinic SP £1.89 £223.2m| Loss 390.89 2327.16 61 80% 132.72%| £83.00m)| £123.60m|
|AFA Systems SP £5.93 £131.4m)| Loss 73.86 4937.50 8.42% 122.33% £0.70m| £82.90m)|
[AIT Group cs £14.60 £274.1m| 1236 12.64 9733.33 2.10% -3.31% -£16.20m) -£32.40m|
{Alphamenc SP £3.33 £295.8m)| 91.7] 11.68 1525.23 15.65% 126.19%| £0.00m| £182.60m|
Alterian sP £4.10 £151.5m| 1076.3 151.50 204750 14.07% 104.75% £10.80m) £73.10m)
Antte Group cs £2.24 £505.6m| 568 318 1308.94 22.07% 65.31% £2.70m| £170.50m|
lAxon SP £10.68 £447.7m| 187.2 17.64 6100.00 17.96% 80.17% £8.50m)| £158.60m|
Azian Group R £1.97) £196.7m 32.4 0.48 856.52 34.93% 36.81% £34.30m £42.30m)|
Baltimore Technologies SP £8.87| £2,834.0m Loss| 121.78] 90974.36 39.25% 73.07% £378.00m £823.00m)
Baron sSP £1.68 £7.1m| Loss 253 1675.00 -5.63% -61.05% -£1.01m -£6.71m)
Bond International SP £0.72 £102m Loss 1.21 1100.00 4.38% -2.72% £0.26m -£0.30m)
Bright Station cS £0.70 £106.1m| Loss| 0.61 636.36 12.90% -23.08% -£2.70m! -£34 80m|
Busineas Systems cS £1.49 £106.5m| 239.5 329 1247.80 12.08% 24.79% -£0.80m £6.50m)
(Cadcentre Group SP £5.13 £80.0m 25.5 3.35 2565,00| 7.77% 58.82% £0.50m| £26.40m)|
Capita Group cS £5.23 £3.512.0m| 158.3 10.73 141242.32| -2.82% 38.72% -£18.00m| £1,153.00m)
(Cedar Group SP £8.55 £480.3m)| 164.4 13.23 814286 18.75% 53.36% -£6.60m) £134.70m|
CFS Group sP £1.88 £45.9m 20.8 333 2003.33 -8.98% -28.16% £1.10m £3.80m
Clinical Cormputing SP £0.53 £13.2m| 344 4.24 423.39 19.32% -16.00% £2.00m| -£2.50m|
CMG (o] £13.65 £6.937.0m| 127.6 11.40 37655.17 18.70% 19.84% £185.00m £1.104.00m|
Comino CcS £5.95] £73.1m| 33.2 357 4576.92 3.48% -2.06% -£7.70m -£9.50m|
Compass Scltware SP £2.00 £19.7m| 66.8 13.40 1333.33 33.33% 3333% £3.70m| £3 70m)|
Compel Group R £2.35 £72.6m 6.7 025 1876.00 -12.34% -56.53% -£10.60m)| -£98.40m)
Computacenter R £4.21 £699.2m 19.2 0.40] 628.36 27.58% -58.62% £102.40m -£1.125.80m)|
DCS Group cs £4.05 £96.2m| 14.9 0.58 6750.00/ -0,61% -61.61% -£0.60m -£159.10m
Delkcam SP £2.28 £13.9m 15.4 0.88 875.00 -1.09% 10.98% £0.50m| £1.80m|
Diagonal cS £4.35 £237.6m 70.9 3.28 6324.35 58.18% 15.23% -£4.80m -E67 40m|
DRS Data & Research SP £0.21 E7.1m| 39.0 0.87 186.36 18.84% -10.87% £1.12m| -£0.87m|
Easyscreen SP £3.20 £120.4m Loss 114.02 1891.18 32.58% -2.43% £12.60m -£25.20m)
ECSol CcsS £8.13 £83.6m 46.9 1.39 440,64 18.61% -28.10% £11.30m -£29.60m)|
Eidos SsP £4.95 £498.6m Loss, 245 2473013 17,02%| -54.46%) £47.30m -£615.40m|
Electronic Data Proc SP £1.18 £27.9m 240 2.66 3612.98 29.67% -6B.66% £3.40m| -£70.70m)|
Epic ' A £3.93 £93.6m| 236.4 30.39 373810 17.16% 375.76% £15.50m £74 40m|
Evurolink CcsS £0.88 £9.39m 40.2! 122 880.00 -9.28% -27.87% -£0.95m)| -£3.31m|
Fl Group cs £6.23 £1.734.0m 159.2 5.64 15961.54 27.69% -18.89% £193.00m| -£27.00m)
Financial Objects SP £1.14 £43.3m 30.7 1.94 495,65 -22.18% -83.30% -£12.70m) -£199.70m|
Flomerics Group SP £9.00 £23.9m 33.2 2.74 6923.08 557% 102.25% -£1.10m)| £11.90my
Focus SP. £2.20 £54.8m Loss! 76.01 1135.90 -6.54% 13.59% -£4.70m £5.90m|
Freeserve cs £2.70 £2.727.0m| Loss| 139.42 1800.00 -12.62% -54.24%| -£450,00m -£3.216.00m|
Gresham Computing £0.43 £17.4m| Loss 057 456.99 41.67% -30.89% £2.50m| -£8.60m)|
Guardian iT cs £16.30 £990.1m 1495 2011 6382,16 20.96% 70.06% £33.10m £499.30m
Harvey Nash Group A £7.90 £221.2m| 26.5 1.46 4514.29 6.40% 30.90% E4.40m £49.20m|
Highams Systems Servs A £0.38 £7.5m| Loss| 0.28 1055.56 10.14% -32.74% £0.53m) -£3.25m|
ICM Computer cS £5.63 £86.8m 371 217 3125.00 75.78% -29.91% £26.90m -£65.70m)|
iE Group SP £1.11 £37.3m Loss 5.17| 1175.53 35.58% -60.32% £2.90m| -£80.20m|
Innovation Goup SP £10.15 £640.7m Loss 224.24 4432.31 157.61% 343.23%|  E554.90m E689.28m)
iISOFT Group SP £2,03 £230.4m 208.8 12.97| 1840.91 26.17% 84.00% £50.50m) £107.13m
| S Solutions. cs £2.70] £59.4m 76.9 5.03 10061.64 29.19% 237.50% £5.60m| £40.20m)
ITNET CS £9.13 £5768.5m 90.0 441 2607.14 37.22% 33.70%! £98.50m £96.70m|
Masmin SP £1.48 £7.3m Loss 1.74 983.33 5.36% 18.00%! £0.95m| £1.41m)
Kalamazoe Computer cS £0.32 £13.5m Loss 0.22 900.00 -3.08% -72.73% -£0.90m)| -£36.00m|
Kewill Systems. SP £10.63! £670.6m Loss 8.91 21007.91 14.30% -32.08% -£65.60m)| -£4968.40m)|
Keystone SP £0.97 E£38.1m| Loss 7.94 1072.23 24 52% -2.03% £5.70m| £7.30m|
Knowledge Management SP £2.19 £169.9m| Loss 245.84 1684.62 30.75%| 68.46% £12.00m £54.43m|
Knowledge Support SP £5.57 £369.7m Loss 20114 2529.55 23.94% 152.95% £44.20m £207.23m|
Logica cs £21.55 £7.517.0m| 189.5 11.40 29512.38 2457% 34.04% £442 00m £1.161.00m|
Londen Bridge Sottware SP £9.85 £1,270.0m 309.7 30.12 24625.00| 27.10% 16.57%! -£33.00m -£60.00m
Lorien A £1.27 £22.5m Loss 0.186 1265.00 243% 0.00% -£2.20m -£2.30m|
Lynx Holdings SP £1.74 £252.3m| 378 119 433750 23.93% 515% £34 40m £74 10m)|
Macro 4 SP £8.80 £169.0m 252 5.45 3548.39 6.67% 17.73%|  -£10.40m £21,70m|
MERANT SP £1.00 £145.6m 66.7| 0.64 480.56 -31,14% .75.31% -£73.10m -£435.10m
Microgen Holdings ;] £4.11 £165.4m 721 5.28 1756.41 27.44% -38.43% -£1.30m -£174.40m|
Misys SP £7.99 £4,367.0m 531 6.16 §934.28 28.79% -17.25% £570.00m| -£1,104.00my
MMT Computing cs £6.30 £65.6m 19.4 1.60 3750.00 8.15% -33.86% -£4.90m -£49 70m)
Mondas sP £0.72 £8.9m Loss 6.08] 953.33 5.93% -84.10% -£0.26m)| -£545m)
Morse R £5.83 £667.0m| 57.7 1.32 2330.00 17.68% 62.03% £52.70m) £227.30m)
MSB International A £1.57 £27.7m| 18.7 0.15 823.68 262% -44.60% -£3 60m) -£29.90m)|
MSW Technology sP £0.39 £5.3m) Loss 3.31 402.08 -8.24% -65.94% £0.24m -£8 76m)
NetBenefit cS £6.33 £80.4m Loss| 40,83 3162.50 31.77% -28.93% £3.60m -£30.80m)|
Nelstore cs £1.64 £137.9m Loss, 100.51 1093.33 36.10% 9.33% £28.70m| £5 30m|
Nettec cSs £1.65 £156.8m)| Loss 32.68 687.50 5.43% -31.25% -£7.40m -£98.20m|
Northgate cs £0.82 £200.8m Loss 1.21 313.46 69.79% 167.21% £70.80m| £129.90m
NSB Retail Systems cs £3.00 £597.2m 8333 28.06 26086.96 -1.64% 4371% -£42.30m £179.70m|
Orchestream sP £6.35 £672.8m) Loss 1640.98 3432.43 51.19% 243.24%|  £160.00m £458.62m)
Oxtord Molecular SP £0.36 £31.6m| Loss 1.60 450.00 2.86% 20.00% £0.50m! ©5.50m|
Parity A £2.00 £241.9m| 247 0.77 33333.21 35.36% -46.52% £18.00m)| -£324 30m|
Palsysiems SP £1.74 £187.0m 224 307.57 162617, 9.78% 62.62%|  -£13.20m £52 00my
Planit SP £1.32 £108.4m 46.6 8.15 547917 9.58% -21.26% £12.30m) -£15.50m)
Policymaster SP £4.85 £76.1m 485 455 3233.33 5.43% -251% £3.10m £6.00m
Primar-E (was Stordala) cs £0.15 £20.0m Loss 218 1270.83 0.00% 74.29% £0.00m £8.50m)
Protherics SP £0.33 £53.5m)| Loss 3348 302.86 15.79% -10.81% £7.30m -£8.40m|
asp SP £1.04 £113.4m 18.3 224 1360.47 -20.99% -3182% £0.90m -£23.20m)
Quantica A £0.75 £30.2m 1.9 1.66 600.81 12.88% 41.90%! £4.50m)| £9.60my
Rage Software SP £0.27 £72.5m| a7.0 8.20 1038 48! 5.88% -5365%|  -E12.00m -£88,00m)|
RDL cs £2.18 £24.5m 258 1.35 2433.33 -223% 1208.32% ~E0.60m £13.80m|
Recognition Systems SP £3.72 £324.1m Loss 140.00 5314.29 6.50% 6.59% £7.60m £6.90m)
Retall Decisions SP £1.44 £179.5m na 15.34 1938.30 287% 93.92%|  -£22.60m) £78.50m|
RexOnline A £1.26] £8.4m| Loss 11.40 1494.04 -3.83% 2365% -£0.17m) £2 39m)|
AM Group SP £9.73/ £871.0m) 99.2 5.37| 27785.71 21.56% 13.41% £123,80m £82.10m)
Rolfe & Nolan sP £4,00 £53.9m 37.1 2.36 4761.90 18.52% 3.90% £4.90m) £1.90m)|
Royalblue Group sP £18.25 £412.8m 139.3 10.40] 10735.29 25.06% 74.22% -£14.90m £105,90m)|
Sage Group SP £6.36 £7,354.0m| 152.3 2385 244423.08 13.69% -15.88% £152.00m| -£1.863.00mi
SBS Group A £1.45 £13.5m 16,7, 0.25. 1450.00 .8 50% .20.27% -£1.20m)| -£4.50m)
Science Systems csS £6.15 E£143.6m) 524 4.64 4767.44 8.85% 69.19% £1.20m)| £81.10m|
SOL cs £3.64 £115.8m Loss 894 2426 67| 2033% -10.34% £3.30m -£20,60m
Sema Group cs £12.90 £6.911.0m 87.8 4,90 16226.42 27.85% 15.80%| £2.034.00m)| £1.754.00m)|
ServicePower SP £0.69 £44.2m| Loss 11.76 685.00 -22.60% -40.43% -£1.80m -£14,52my
Sherviood International cs £7.85 £298.0m 32.7 632 26152.26 9.48% -36.69% £3.30m -£201.70m
Skillsgroup cS £1.48 £113.8m 145 057 668.16 15.50% -50.50% -£2.70m -£149.80my
Sopheon SP £5.45 £176.7m Loss 117.02 7841.73 27.49% 6641% E21 40m £71.60m)|
Spring A £1.00 £148.7m Loss, 0.38 1105.56 -10.76% -41.64% -E18.70m -£98.00m)|
Statfware sP £32.13 £391.0m) 186.7 15.48 14277.78 14.22% 295.38% £6.80m) £287.80m|
StalPro SP £0.87 £23.5m Loss 747 1087.50 -1.69% 8.75% -£0.40m £1.90my
Superscape VR SP £353 £99.5m Loss| 3241 1780.30 46 88% 3.22% £12 30m -£12.90m)
SurfControl (was JSB) SP £23.93 £645.8m Loss 7418 11962.50| 32.92% 13341% £120 20 £387 50m)|
Synstar cs £0.63 £104.8m 12.8 0.49 378.79 -9.42% ~72.65% -£4.10m -£266.50m)|
Syslems Integrated SP £0.40 £5.8m 29.7 3.80 343.48 -9.20% 5.93% £0.00m £0.80m)|
Systems International cs £0.57 £19.3m 214 113 982.61 561% -23 85% £4.80m -£6.00m|
Systems Unian (was Freecom) cs £0.54 £50.8m Loss| 84.81 411.54 -15.75% -83.54% -£10.90m) £0.40m|
[Telme.com cs £0.63 £37.2m) Loss 266 403.23 43.68% -37.50%! £5.10m) -£35.00m)
[Terence Chapman cs £2 80 £140.9m| 514 4.60 2074.07 35.59% -55 73% -£1.00m -£288 60m)
Torex Group cs £7.48 £241.4m| 46.9 516 14514.56 39.07% 22.84% £45 70m £30.90m
[Tornado sP £1.54 £58.0m na na 1023.33 51.23% 2.33% £14.80m -£2 50m)|
[Total Systems cs £1.13 £10.6m Loss 541 2122.64 0.00% 22 41% -£1.90m) -£4 50m)
[Touchstone SP £2.38 £22.8m 21.4 217 226190 11.76% -27.26% £2.00m -£9.20m)
ITrace Computers (o5 £0.82 £11.0m 78 064 652.00 10.88% -43.60% £0.20m) -£10 20my
[Triad Group cS £2.84 £75.5m 56.2 156 2103.70 20,85% -42.63% £15 60m -E50 70m|
Ultima R £0.11 £19.8m Loss 158 26220 26.47% -2.07% £3.40m -£1.40m)
Ullrasis cs £0.24 £55.1m Loss 2187 484.69 7.95% -51 53% £3/40m -£50.10m)
|Vega Group cs £6.33] £109.5m 20.0 2ire 5184.43 10.96% -20.94% £5.20m)| -£35.30my
IVl group SP £0.35 £6.7m 201 148 700.00 6.06% -1.41% -£0.10m -£0.37m)|
|Vocalls SP £3.08| £111.1m Loss| 4124 3236.84 70.83% -21.05% £23 10m) -£59 90my
|Vealth Management SP £1.89 £70,1m)| Loss| 547 1453.85 1386% 4538% £0.40m) £15 50my
XKO cS £3.49] £88.0m| Loss/ 2:97 2326.67 7.88% -12.75% -£4.50m -£5.20m
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UK Pearson has acquired US National Computer Systems
(NCS) for $2.5b (£1.7b). NCS provides software for the
management of education data in schools and had revenue of
$630m and profits of $43m in year to 31st Jan. 00.
Comment - The nearest equivalent in the UK to NCS is RM plc
(one of our long term favourites). Pearson is paying 4xrevenues
whereas RM is currently trading at 4.6x revenues with a market
capitalisation of £747m. The opportunities for RM in the same
e-ducation (what a horrible description) market is huge. We
have long said that RM has all the opportunity but sometimes
doesn’t get its marketing act together to exploit its undoubted
assets both in the home as well as in the classroom and outside
the UK. This is one of the biggest UK acquisitions of a US
SCS company on record.

E-business solutions provider Nettec has acquired two French
technology consultancies: Eolsys Conseil (for a total of FFr21m
(initial cash FFr10m,rest shares) and Node Venture Group for
a total of FFr41.5m (half now and half earnout in shares).
Elderstreet Investments has completed a £2.5m investment
(now has 10%) in Caplin Systems (now demerged from parent
Infinet). Caplin has developed Real Time Trading Protocol,
which enables customers “to distribute and deliver streaming
market data via ordinary web browsers”. Elderstreet has also
taken over the management of Gartmore Venture Capital Trust.
“The first VC house to have been selected to takeover the
management of an existing VCT".

Corvus Capital, the AIM-listed technology investment vehicle,
has made its second investment since listing in July. This time
in asSeenonScreen.com.

threeW.net has raised £1m via a placing at 52p per share for
further acquisitions.

Checkpoint, the e-commerce software group, has been sold
for £563m to Bottomline Technologies, its US rival, less than 18
months after it was bought by Mercury Private Equity, the venture
capital firm.

Redstone Telecom has acquired Fastnet Group, an IT and
network service provider, for £40m cash. For the year ended
30th Jun. 99, Fastnet had revenues of £10.5m and PBT of £104K.
ITSA RDL Group, has acquired M3 Group (also an IT staff
agency!) for an initial consideration of £9.2m, with a deferred
consideration of up to £5m. The acquisition is partly being
funded by a placing with institutional investors of 1.9m shares
at 205p per share raising approx. £3.6m.
GlobalNetFinancial.com (on-line financial news) has acquired
Dalton Kent for $20.3m.

Cedar Group has acquired Cipher Systems for up to $12m
($4.2m cash - rest performance related) Cipher (based in
Canada) is a CRM services company.

One of the original UK-NASDAQers - 4Front Technologies -
has been acquired by NCR for c$250m or $18.50 per share
representing a 35% increase on the previous day's closing
price. 4Front Technologies Inc. announced a total revenue of
$253m (c£164m) for the year ended 31st Jan. 00, up 70%, with
PBT of $6.4m (c£4.2m) down 32%. Services make up 74% of
the total revenue.

invensys has confirmed the acquisition of Baan is now
complete (it controls 72%).

Retail Decisions (provider of payment card services) has
acquired |.C.E. Group (development and systems support for
credit/fuel card processing) for £11m. Retail Decisions also
announced a £15m fund raising.

Oxford Molecular has agreed to sell its Software Solutions
Division, to a subsidiary of Pharmacopeia, Inc., for a max.
cash consideration of approx. £18m which may be reduced by
certain adjustments at completion (approx. £1.5m). Following
the disposal, the company will be placed into voluntary
liquidation and the listing of the OM'’s shares on the Official List
will be cancelled.

Microgen has acquired Telesmart Developments, a provider
of payment software for BACS processing, for a total
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Mergers and acquisitions - continued

consideration of up to £2.35m (part cash, part shares, part
deferred) plus existing debts of approx. £400K.

The Innovation Group (TIG) has acquired Technology in
Marketing, a developer of “business intelligence engines
within the insurance sector’, for a max. consideration of £16.2
and Invent Software, developer of Centurion the “London
market eBusiness trading insurance solution”. Partly to finance
the acquisitions, TIG has placed 3m shares at 496p per share
raising approx. £15m.

DCS, IT solutions and services provider, has acquired Synapse
Computer Services Inc., an outsourcing services company,
for an initial consideration of £0.9m cash and a deferred max.
(in cash and shares) of £2.5m.

Shares in Software4Sport, which provides ticketing and
membership software for football clubs, began trading on the
AIM this month. At the placing price of 10p per share the
company was capitalised at £9m. Proceeds from the placing
(£2.45m) will go towards further product development.
hemscott.net made its debut on AIM this month after their
reverse takeover of Bridgend. At 2.25p this put a value of £86m
on the whole group and a net £12m was raised. The debut was
hardly “spectacular’ and the shares ended the month up just
11% on 2.5p.

eVestment has acquired Capital Exchange outright (did own
24.3% before) with 4.75m shares at 10p per share.
Following its marketing alliance and c$5m (9.16%) investment
in “suffering and unprofitable” NASDAQ-listed Phoenix
International (installed client/server-based core banking
solutions) back in Feb. 00, London Bridge Software Holdings
has entered into acquisition discussions on an exclusive basis.
London Bridge is a class act - and one of the UK’s leading SCS
‘exporters’ They are acquisitive - and have the paper to support
this - and very choosy who they go after, so we are not concerned
that Phoenix is suffering at the moment.

Lastminute.com has made a decisive move into Europe with
the acquisition of privately owned travel business the Degriftour
Group, France'’s largest e-commerce company, for £58.9m in
cash and shares, apparently making it “the third largest e-
commerce company in Europe and the largest European-based

e-commerce company’.

& shares

Consultancy divorces...
The break-up of Andersen Consulting and Arthur Andersen
is to go ahead, following the ruling in Paris this month. AC will
not have to pay the £9.6bn penalty claimed by AA but it will
lose the right to continue using the Andersen name. In a similar
move, KPMG has confirmed that its consultancy arm will
separate from the auditing business later this year, valuing it at
£3.7bn. KPMG will retain a 20% stake in the consultancy
company when it IPOs, but will divest its stake within five years.
As in the Andersen case, the new company will not continue to
operate under the KPMG name.
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Recent IPOs

Name Activity SCS or Index | Market | Issue | Market | IPO Date Price.end | Premium/

Dotcom | Class Frice Cap. Aug 00 Discount
iTouch Mobile [T Services SCS S&S MAIN 70p |£182.0m|02-Aug-00 67p -4%
The Market Age Online Information Softw are SCS SP AM 160p | £18.4m |02-Aug-00 142p -11%
Telew ork Messaging & Workforce Mgmt S/W SCS SP MAIN | 145p [£262.0m|03-Aug-00 317p 118%
IQ-Ludorum Internet Gaming Softw are Dotcom S&S AlM 75p | £60.0m | 08-Aug-00 79 5%
Axiomlab Internet Investment Dotcom El AlM 5p £14.0m | 10-Aug-00 14p 175%
WAP Integrators WAP phone softw are SCS SP AIM 10p | £13.7m | 10-Aug-00 13p 33%
InterClubNet Online Communication Services Dotcom S&S AIM 125p | £30.0m | 14-Aug-00 115p -8%
Hemscott.net Online Financial Information Dotcom C&M AIM 2p £15.0m | 15-Aug-00 3p 25%
Softw are4Sport Ticketing & Membership software SCsS SP AIM 10p £9.0m |17-Aug-00 12p 18%
Stilo International Softw are Authoring Tools SCS SP AIM 50p | £21.0m | 30-Aug-00 93p 85%

Forthcoming IPOs
Name Activity SCS or Index | Market |lssue| Market | IPO Date |Comments
Dotcom Index | Class Price| Cap.

EBF Finance Technology Investment Dotcom E-l AM tbe the
eDefined.com Online Financial Services Dotcom C&M AIM tbc | £50m thc
Orbital Softw are Internet Softw are Dotcom SP | techMARK | tbc tbc Market cap >£50m anticipated, PO likely Oct.
Pulse Capital Internet Investment Dotcom El AM tbe tbe
Realcall Internet Solutions Dotcom S&S MAIN tbc tbc
tecc-IS Technology Investment in srael Dotcom El AM 25p | £10.0m the
Tradezone Intl Procurement Softw are SCS SP AIM tbc the
WRMC.com B2B nformation Provider Dotcom B2B | techMARK | tbc tbc

Cap Gemmr Ernst & Young
As expected, Cap Gemini (or Cap Gemini Ernst & Young after || |
the $12.4b acquisition effective since May) is suffering like all i
the “traditional” IT services companies at present. Analysts have ¢
reduced revenue growth expectations for the full year from the
12-14% range down to c10%. -
On a proforma basis - i.e. assuming that Ernst & Young had}
been included in full for both periods - revenues in first six | M AR H
months to 30th June 00 would Have grown by just 5.5% to Euro ) omments! Telecoms is a “‘JO"‘
4.1b “Average growth of 5.5% for H1 is made up of 8.0% in Q1 Morse Holdings plc

and 3.2% for Q2". Operational profit margins were “around 10%". {for Morse Group up to 1995) gt
But the outlook for H2 looks a lot better with Q2 orders up 10% PBT and Revenue Record

and Q3 orders predicted up 25%. Relative to 1991

Comment: We were somewhat “amused” at one of the reasons "Almost Boring!"

given..i.e. that “There is a natural curiosity from people wanting
to meet their counterparts from the other side. this has caused|
some djstraction from the focus on the marketplace”. (CEO Geoff e
Unwin quoted in the FT) In other words...too many meetings!: O Fevenue M PBT . i
We have sympathy... but have never seen it used as a reason
in warning before!

Year ending 30th Juna

0 i i (245 B 1

FHE o

1991 1992 1993 1984 1985 1986 1997 1998 1989 2000
driver in UK and France {but Morse is not involved in telecoms
| lin Germany). Anyway, Morse is now bengfiting from a 12 year
| [relationship with the world's leader in servers - a relationship
whose time has come in the new e-services environment, Put
this against the current performance of other resellers and you
reahse that Morse is a ciass act whase track record is close to
Boring!
in May thls year. The deal The market clearly likes 1he results too Morse ended Aug up
e- UK current!y they only 18% at 583p. That compares with the 250p IPO price in Mar 99
1o ! and makes them one of the betier {or least battered) performers
which cswm comes from Ph;hps} of the Class of 99
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Summary of other results:

Financial Objects into the red

Financial Objects (banking software products) results for the
six months ended 30th Jun. 00 show turnover down 17% to
£8.9m as, PBT of £2.6m became a LBT of £1.6m

and EPS of 5.2p slid to LPS of 3.33p. 1/
Roger Foster, Chairman, said : “As a resuilt of,, =

the impact of the changes in our market, 2000 ''"*~ciat osivers
will be a very disappointing year for the Group...the Group is
well positioned to return to profitability in the second half'.
The market reacted to the interims with a sharp drop in the
share price - down 22% in the month to 114p.

Delcam “progress”?

Delcam, the CAD/CAM systems supplier, boosted rev. by just
8% to £8.3m in 6 months to 30th June 00. PBT was up 20% at
£611K and EPS was up 16% at 8.1p.

Tom Kinsey, Chairman, said ‘progress will be maintained both
for the remainder of this year and into 2001" Delcam was an
IPO in Nov. 97 at 260p but ended Aug 00 on 228p....

MERANT is still in strife D
Troubled UK-owned (but in effect US- . ,
controlled) tools company MERANT is still M E R A N T
in strife. Q1 (to 31st Jul. 00) will produce revenues between
£48m-£49m (£55m last year) and pre-tax losses (before
goodwill etc) between £5.5m and £6.5m (profit £1.4m last year).
CEO Gary Greenfield was “disappointed with revenue in first
fiscal quarter. Cobol license fees worldwide have declined
significantly below expectations and our forecas!. We believe
that this softness indicates a faster than expected shift in
customer demand away from mainframe and Cobol products’.
Comment: There is a wider message here for the industry.
Legacy projects which fuelled growth pre-Y2K are going to
take a long time to recover - some might never achieve the
trick. Although e-commerce development is the new shooting
star, it's just nowhere near big enough yet to make up the
shortfall in these heavy traditional areas. MERANT shares

CFS Group suffers profits decline

CFS Group, (software for the asset based finance industry)

increased turnover by 13% to £6.9m in the six months to 30th
June 00. But PBT decreased by 53% to £122K and EPS was
down 63% 0.47p. The decrease in revenue is explained by
"significant investment in new LeaseManager product and in
infrastructure training to support alliance with Netsol".

Alfred Stein, Chairman, said, "We are gratified with the growth
achieved in turnover. In order to achieve our growth objectives
we took the decision to invest in our products and the
relationship with Netsol, which has pushed costs higher in the
short-term but offers clear benefits to the group. We have a
promising sales pipeline and the Board is confident over the
prospects for the next year."

Many of CFS's customers are still using legacy systems and an
ASP option would be an attractive method of upgrade.
Hopefully, the relationship with Netsol will help to decrease the
time-to-market for this option and decrease the costs related
with the development process

ended August down 31% on 100p.

Bright Station

Bright Station results for the six months to 30th Jun. 00 showed
revenues down from £87.2m in the six months to Jun. 99 to
£52.6m (due to disposals, however Q2 revenues up 78% to
£1.9m over Q2 99 excluding the licence fee of £4m received
from Fujitsu in Q2 1999). PBT of £1.7m became LBT of £112m

2000 ITSA Report soon to be published

We have pleasure in enclosing a brochure for our 2000 IT
Staff Agency (ITSA) Report. We were delighted with the
response to the first edition last year. This year we have
interviewed twice the number of CEOs - indeed every
ITSA company of note has taken part in what is now the

authoritative study of this important sector of our industry.

ORDER FORM
Delivery address:

(>£100m of which on discontinued operations).

2000 IT Staff Agency Report (2nd edition to be published in Oct. 00) - see attached brochure
] Master copy @ £1750

2000 Holway Report (now available)
[[] Mastercopy @ £2,950 [ ]

System House
One year's subscription @ £395 p.a.D “4 - copy subscription” @ £790 p.aD Site licence @ £1200 p.a. +VATD Intranet version £1800 p.a. + VAT

8th edition Software and Computing Services Industry in Europe Report
| ﬁaster (Paper) copy at £6,950 I ICD-ROM Package at £8,000 + VAT DAdditional copies @ £1,050 each
Cheque payable to Richard Holway Ltd.

Address. Richard Holway Ltd, PO Box 183,
|_ Farnham, Surrey, GU10 1YG.
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Richard Holway has been a director of several computing services companies and might hold stock in companies featured.
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