
  

System House

  

The monthly review of‘the financial performance of the UK software and computing services industry

Volume 8 Number 7

  

Available by subscription only ISSN 0967-2583 May 1997

Largest outsourcing companies dominate UK market
Last month we carried our analysis of the Top Ten SCSI

suppliers to the UK market in 1996 headed by EDS at
£765m. Our analysis this month shows that EDS has an

even greater lead as the top provider of IT oursourcing in
the UK.

Our analyses in the forthcoming 1997 Holway Report will
show that the UK outsourcing market grew by around
38% to £2.32 billion in 1996 - thatmeans growth >30% in

every year of the decade so tar. But the annual value of

new contracts fell. 30, as we have long predicted. growth

rates will now start to fall. Indeed we expect a c14% growth

in 2000 when the market will be worth around 24.8 billion.

But these are far from pessimistic estimates. Every market

has its limits, In this case the in-house market. Already

some 27% of such expenditure has been shifted to external

companies. We predict this will have risen to 43% by 2000.

Who is benefiting from this high market growth? On the

surface, just a handful of companies. The Top Ten

companies listed below now account for 77% of the total
UK outsourcing revenues and the Top 20 over 90%.
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Indeed these larger suppliers have by farthe fastest growth
rates and have therefore been increasing their share of

the market every year. Indeed the Top Ten grew their UK
outsourcing revenues by 54% in 1996.
But again that does not tell the full story. We have been so
surprised at the high level of work subcontracted by the
likes of EDS and CSC to other. smaller, UK SCSI companies

that we are now measuring this to ensure that double

counting does not distort our statistics.

There has been much comment in the press recently
concerning a US Embassy report quoting UK Treasury

figures suggesting that EDS controls more than 50% of

UK IT services business. EDS has around £400m public

sector revenues in the UK of which some is consultancy/
development/project work not necessarily classified as
outsourcing. Our strict definition of outsourcing Is that
staff have changed from the employment of the user
to the supplier. On this tough definition, however, we would

not be surprised if EDS had not been awarded 50% (by
May 1997 1

value) of public sector outsourcing contracts - which make

up about athird of the total UK market by value.

But there is no denying that EDS has a dominant position
in the UK outsourcing market. On our estimates EDS' share

EDS Share of UK Outsourcing
Market

 

of that market has increased from 10% in 1993 to 22% in

1996. But before everyone contacts the MMC, remember
that even as the lead supplier EDS still only has 6% of the
UK software and services market. We would suggest this

was about the lowest % share held by the lead supplier in

any major market - from cars to telecommunications - in

the UK.

UK's Largest Outsourcers
Continue to Outperform

"urn Int/u
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And remember size isn’t everything. EDS issued a profits
warning this month (see p12). With revenues of $14.4b

EDS now has a market value of just $16b~ Le. a lowly PSR
of 1.1. lts shares are down 44% in the last year. The leading
UK-owned outsourcer Capita has revenues of “just” £112m
but a market value of £437m - is. a PSR of 3.75. Capita's
shares are up nearly 150% in the last year! And the ratios
would hold true for many other UK SCSI companies too.
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MarlboroughStirling pic I
Marlborough Stirling is a‘ pr at I. I
provide'ssystems‘ to life and pensions provide V .
and building societies. Their product range _ eludes
‘L'AMDA (Lii92a83uranCB and Pensions»:adminishatitin).
OMlGA (Mortgage Application Processing),~ahd SYGMA
(Mortgage and Pensions Point of Salesystems) etc. Their
customer listcoves atl the blue chip‘institmio'ns’y H would
expect in their market - from Alliance'& Leicesterpuilding
Society to the Prudential. Indeed OMlGAisused by'three V
of the UK‘s top five building societies: . v . ‘-
ln Sept. 96, 3i.took a 7.5% stake - £1.44n’t in plot“ hares
and £60K in ordinaryshares. The rest ofithe equity is»
owned equally by five Marlborough. Stir] g’di
including CEO Huw Evans. 1 -‘ ' ' I I . . V
Results for the year to 3151 Dec. 96 show revenues up.
25% at £11.8m. and PET almost doubled to mom. -

  

Marlborough Stirling plc
Revenue and PET Record
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With really excellent results like this we cannot see
Marlborough remaining a private company for long a
particularly given our long track record of similar private
company reviews!
Footnote: Given the high profile "Holway Campaign" over
many years, we were delighted to read "Development
expenditure at £1.9m in FY96 was up 19%. Following a
review of the treatment of such costs. by quoted
companies, we revised our treatment of such costs to

expense them as incurred, rather than capitalise them
and expense them as revenue is earned. Our, new
treatment is in line with that adoptedby the overwhelming
companies in our review“. We hope MAtD, Micro Focus.

  
QSP etc. will eventually take note. '

Superscape - having to face up to reality
Superscape develop virtual reality software. Results for

six months to 31 st January 1 997 show revenues up 020%

at £19m but losses before tax increased from £900K to
£3.1m. Cash decreased from £8.26m to £6.06m. It should
also be borne in mind that Superscape raised £1.8m in a
placing in Jan. 97...and that Virtuality appointed the

receivers last month.
"It is difficult to anticipate with any degree of precision
the rate of take up for emerging technologies. The market
place for virtual reality is no exception and the last six
months has proved slower than many in the industry

predicted". On 11th Apr. 97, Superscape announced that
it was cutting 40 of its 100 workforce.
"Superscape will seek to move towards profitability in
FY97/96”. Superscape shares had fallen by 41% this
month to 240p at the end of April 97.
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CFS Group - almost all is forgiven
CFS Group was a new issue on the USM on 3rd Feb. 94
at 90p. CFS "provides specialised software and
administrative support services to financial institutions.
manufacturers and distributors in the management of
inventory and consumer finance”. Revenue derives from
a bureau service based on their CredilLine product.
Recurring revenues are, therefore, said to be high.
IBM UK bought 26% of CFS in Nov. 90 for £260K (plus
£360K for prefs). At the time of the placing in 1994, IBM

realised £214K but kept a 14% stake. This has since
reduced to 4% in pan due to Rotch acquiring a stake in
Aug. 94. In April 97, CFS undertook their first acquisition
investing £450K for a 50% stake in a new JV (with
European Data Corp.) - Premium Select Marketing
Corp. (PSMC) - which provides admin. for personal lines
insurance premium financing.
As regular readers will know, we have strong views on
the capitalisation of software development. CFS is one

of a very few quoted companies which still does this. Last
year, CFS had net assets of £1.4m which included
intangible assets of £19m - i.e. NEGATIVE net assets of
ESOOK had it written off R&D.
However, a year on the situation is very, very different...
Results for the year to 31st Dec. 96 show revenues up.
53% at £4.57m, operating profit was up 27% at £637K,
PBT up 43% at £552K and EPS up 35%.

Pretty impressive. But - just for once - it gets even better
on closer examination.

Sure CFS still capitalises R&D - much to our continued
disagreement - but only £100K was added in 1996
compared with £600K in 1995. Indeed. CFS amortised
ESOOK of previously capitalised R&D - so the net effect
was a £400K reduction in the intangible assets total. In
other words, CFS Group could have reported PBT of
c£950K or a profit margin of 020% if they had previously
adopted the same accounting principles as most of their
competitors.

As a result of both real profits generated and the 22m
raised (before expenses) through the 1996 placing and
1-for—5 Open Offer at 80p, net assets have increased to
£3.5m and would have been a positive 92m 9Ven without
the intangibles.
CFS Group has met its objectives for the year. It has
installed a new management team. New FD Neil
Candeland told us that the PSMC acquisition/investment
was made whilst Chairman and FounderAlfred Stein was
out of the country. We are sure readers will understand
the message behind this!

"The yearhas started well", expectations met or exceeded,
there is cash in the bank, a 20% profit margin. a new
acquisition in a related area (the kind we like best)....and
a reducing intangibles total.

From outright scepticism we have turned into a bull! After
three years trading at or below the Feb. 94 90p new issue
price, CFS ended April 97 on.....90p.

 

' director of Ketulll Systems. Many o‘i-y

62-year lold Chairman - Kevin oversial

Andi/Roberts . -- , v
Andy Roberts is credited with the "raisingfiomthedeadf'
of Data Sciences. Eut'the IBM enVlron‘me'n was or right

for him. This month he has been appoint   

   
  

us saying he Would be an ideal persont to"

real biggie appointment for Roberts in” the offing? I.
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008 Group - STILL a services company
DCS (supply chain management systems, motor dealer
systems, outsourcing etc.) topped our charts for its share
price rise in 1996. Indeed, since Jan. 96 it is now showing

an incredible 319% increase!
They deserved it when they unveiled results for the six
months to stst Dec. 96 showing revenues up 33% at
£19.1m, PBT up 55% at £1.9m and EPS up 45.4%. We
are always impressed by EPS rises - particularly in
acquisitive companies.

Chairman Robin Lodge now says that “the outlookfor1997
is verypromising”. But (long term readers will understand

the joke) then went and ruined it by "looking forward to
the remainder of the financial year with confidence”.
CommentWe were amused at Computergram's (8th Apr.
97) comment “At 008 they have seen the future and it’s
people, not products...for every pound of 005’ turnover
generated from product sales, three comes from supplying
services. CEO Bob Williams is very proud of his software
products, but in the long term 008 is a computer services
company, because this is where the future lies".

'Cadceht‘re was a new issueias're’centtv as Nov. 96 at
200p. it hashow Warnéd'that the strong poundwiil reduce
vprOflts bngooK even though revenuesare up‘20f’/o at
£17m. Shares ended April '97 down 12% at 208p. A

 

warningthis soon is Unacceptable. ' ' .
AFA Systems - riding nowhere at present
AFA Systems was formed in Oct. 95 when it acquired th

that to have been a pretty good valuation. The shares subs

Maiden results for year to 31st December 1996 showed r
£121 K). The positive news is that a year ago (Feb. 96) the

campaign quite considerably. But “we are now in a position

 issue price and a far cry from the 150p 1996 high.

developers for £1.84m. Ex-ACT MD, Mike Hart, is Chairman

In July 1996, AFA Systems was an AIM new issue at 120p putting a value of £12m on the group. Given that it had only just
been formed, had made revenues of just £21 7K and a loss of £133K in the first four months of trading, many may consider

was that "part of the contract involved a jointly funded development to enhance Musketeer“ due in Q4 1996, "has been
rescheduled for 02 1997". "This change in delivery date was due to ...increased functionality by the customerand difficulties
in recruiting key technical and development staff due to strong market pressures". In other words. this put back the sales

It is, therefore, hardly surprising that AFA hasn't sparkled...they ended April 1997 on 105p. A 13% discount to the 120p new
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rankings torfi 996;; Given that. we estimate that the IT
Agency marketgrew by onlyaround,17% in ,1 996, itshows
howimuch additionat’market share ‘MSB has achieved.
P_BT was up 59% at £§;43m andEPS 47% (or 54% before
the launch costs). PBT‘ margins decreased from 8.9% to
8% "reflecting the costs of sustaining our rapid
growth“ "and clients looking to implement preferred
supplieragreernents". Neverthe less.‘this is still somewhat
higher than'the=s¢6% margins achieved by many of MSB's
competitors. Indeed MSB itself claims to "have the highest
net profit margin in the industry". .

, "Havingachi' dprganic‘growth rates averaging 100%
pa. for'four co” _ active years, we have now reached a

where such a rate of. growth is no longer possible“.
MSB'now' Wantsto develop its lntemational presence,
“particularly in countries where contracting is an accepted
way ofsolving staffing problems and where there Is good
growth potential for iT personnel".
MSB has. also taken a three year call option to acquire
Date Scanning Services Ltd.

In! 1906 nor
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e Musketeer treasury and risk system from its South African
and CEO.

equently rose to a high of 150p.

evenues of £364K (1995 = nil) and a loss of £913K (1995 =
first major contract was signed with a US bank. The bad news

to accept contracts".   May 1997
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I Harveyf'N'lash' '-'.

reshiitr'nentand- Il HARVEY NASH
agency , '_

latest-newvmainmarket SCSl'ne'w issuewrt _ V

  

  

2.13m new money was raised for the V
the placing price, Harvey Nash Group was valued:
at£4_8.8’m equating to a really quite reasonable :1 3,2
PIE. it was not‘surprising, therefore. that'the price
quickly increased to end April 97 on 193p.- a'lp% 3
premium to the new issue price. ' ' ‘ - v '

Harvey Nash was established in 1988.
inthréedivlsionsf 1' ' . ., .
O Executivesearch and Selection - permanent l_T='
recruitment - (Rev. £8.0m, operating profit £491 K),
Harvey Nash arethe largest spenderonrecruitment
advertising in the UK IT trade press. 3' V "
' lT Contract Services - lT agency staff-a
£27.1m, operating profit £343K). I 3» ~ ‘ f ' g .
- lT File Search. in May 96, HarveyNash acquired
Mortimer Spinks Ltd for £630K. Theyjproviue‘
recruitment via a database. (Fiev.'£t.2m and PET;
£130K). . v I _ .1 V
in 1995, Harvey Nash acquired a225% stake-fin
Internet Appointments Ltd (needs no further

description). The other equity partners being Delphi;
information Hyperlink and T08 Recruitment." 1 ,

in 1991 an office was openedin'Stuhgart and I '

They operate '

  

(Rev. V

     

 

  
for £7.6m or 21% of revenues. v

 

Chemical Design - another convert
Chemical Design Holdings (CDH) was a new entry
onto AIM in Aug. 96 at 110p in a placing raising £1.4m

and valuing the group at £7.5m.

CDH has a product "Chem-X...an integrated modular

system which allows molecules to be visualised"
Maiden results for year to 31st December 1996 showed
revenues increased by 40% to £2.55m, restated PBT

increased by 222% to £515K "below our expectations"
and EPS was up 156%.
"Over 70% of revenues are outside the UK, with almost

half in North America. . the Board is confident about the
outlook for Chemical Design
"The Board has looked carefully at the accounting
policies that it employs with the result that a prudent
change has been agreed with our advisers. We have
agreed that we will write—off all development expenditure
in the period in which it is incurred, instead of amortising
over a period of up to 5 years". Thank goodness for

that...another convert!
Chemical Design ended April 97 at 215p - up an
impressive 95% from their launch price.

0verdue..l3y the end of April every year the results
from every quoted company have been announced. This
year we are stil missing MDIS, Wakeboume,
Omnimedia and Oxford Molecular. it'A‘dmIra! can
announce in the first week of Feb. why not the others}?
However. we canprove beyond doubt that nonnain the .
later the announcement the wonse the'resuiis.
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revenues trom Germany and Switzerland now'ac'couht .-

Resuits tor the year to 31st January 1997 show revenues '
up amassive 56% at £36.3m and operating profit '1
increased by 56% to £3.83m. PBT,'however, reduced

' rev. of 26m last year, that‘s a pretty {mtg talis‘itic lo a

 

  

 

  

  

   

 

' from £1.06m' ro' £797ii< Why? . you might ask. ,
HenleyNash direCtors have beengtaking iarge chunks out.

 

  Harvey Nash Group
Five Year Revenue and PET Record  
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Quidnunc Group - raising its profile
Many readers will know the high profile Laurence Holt — CEO
of Quidnunc. They develop innovative client/server, and
now Internet systems, for many blue-chip customers.

Holt tells us that the last few years has really seen him get
the sales and marketing machine working with bids

dramatically better and win rates much higher. This was
reflected in the results for the yearto 30th April 97. Revenues
increased by 50% to 23m and PET was up by 70% to £450K.

He expects FY98 to be anotheryear of 50% revenue growth

(i.e. to £4.5m with similar 15% margins (i.e. PBT over
£650K).

After that. maybe a listing, maybe an trade sale exit?

Profits warning at Kalamaoq ‘ I ‘ f: f ' l _,
Let's face it, ithas happened t atmo _ everyone. The

duffforec'aststo‘hide

E c
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4

  

  
May 1997  

    

 



     

 

Results Se vice Note.

. r I

> 'E 107.623. EPS 4.15 ,
Electronlc Data Processln glc

Fma - 8 ‘ ma r e omansm
I «‘1‘: I . u‘a' + .x

E 3'083‘000 2 2519.0007.58 6.64 -11.8

6' §S ' F1 DE: ES '
I u I « , 1 +

2 2,089,000 2 3,76 ,000 2 2,805,000 +343”
4.90 7.70 6,00 +224"

Quoted Com antes - Shaded Restfitsmnomcedmls,mm  

    

  
   

 

  

 

   

   
   

   
        

   
   

  

  

 

W1
5: 913,000

  

   

 

Azlan Grou lc Flomerics Grou lc    
  

     

  
 
    
  
    

  

 

      

ma-ar Ina-ea
5.} ' I ’ ’ "3'! - V I' I + .

E 10,507,000 +35.7°/ PBT E 477.855 +15.0
30.30 +103 EPS 12.30

 

  
  

      

 
  

   

 

Cadcenlre Grou Ic w Gresham Comutin lc
'w-WJ Oman 0WW"
' ' , . ' . ' + ' ‘~ ' ' . I'I'c . +

EPS n/a nla n/ EPS 2.36 a 15
    

  
      

 

hams S stems Services Grou

 

    

   

 

   
  

   
    

{0379927600 " E 111,065,660
2 9.420.000 2 12,292,000 +305 PET

11.90 14.30 421.2 EPS

  

        

    
Cedardata l1:

nB‘rTr‘n"? IWMEFQ nenm- 5% omarlsmW
- V I um I u": z. W. . a

2 1,995,000 2 4,304,000 2 1,935,000
EPS 4.20 9,50 4.10 ~24

CFS Grou . lc. I I

 

  

 

  

  

' Ina - so -— Ina - be -. omanslo
- v

EPS

I 1'1 -. "I + .'.
t 1.244.000 E 1.321.000 +6.2=/

18.10 15.80 +3.9
nt Environments Grou Ic

. a};
, 73,351

~E 1,375,258
' 21.10 ..

       

  

     
     

 

    

 

    
  
  

 

-—W-
I I I + -:-.

- “7.522.000 .4917
27.40 +50.5

  

           
    

   

  
  

   

      

 

  
filenzrfi‘T'Dec

E 10:13:52,000
1 1.70 I

     

  

  
  

  

- nerlm ac
- I u a

E 1,441.000
EPS 6.06 -

   

  

I n I .
2 2.499.071

8.26

omanslo
+ «‘5

    

 

  

     2 1,070,000
8.21 .

 

  

H
E 225254.000

EPS 4.70

 

         

 

  
  
    

   

    

  

   

        

    

  

    

  

  

  

  

  

lc
omens-D

- -"4 + . "a
Prom 10 109 Both los

. . Prom Io los Ealh los

Delhi Grou lc MMT Computinngj‘c
-_ "‘8 ~ BE 3- omar'SO 9’5 Ina -
" V 1' " u; 1V1 + .

  

  2 3:075:053
15030

E 12.302.000
33.05   

 

  

  

  

  

    

   
  

  

 

E 4:531:686'

M-R Grou glc
n e m ' SC I "15 ‘ U" '1 Burn ' BCI D W . J . _ uI . nu I _1'-

2 4,510,000 E 2,354,000
2 60 5.70 2 90 -

McDonnell In1ormation S stems Grou Ic

- 1 I - N. I n r .n N. - .-.
£1,673,000

EPS -2.30

Divlsion Grou l1:

-: Inn- - + _ "4

Loss bot

  

  
  

 

”y

EPS

_. '

    

Macro 4

  

     

    

u lc
n enm - Dac §3 Final - Jun 55

- v I w' I n.
2 5,956,000 2 12,147,000

EP 17.90 37.50

May 1997 5

  



   

  

   

 

   
    

 

Quoted Corn an es. Results erv e.
Mlcro Focus lc

 

na - Dan Q6-- v , :I'I‘l
PET £6,542,000
EPS 43.60

‘    

  
    

  

  
  

  
  

p
72 382.000

Ill

      

   2 3,411,000

- v

43.3 EPS

. ,v
PET

. EPS
It: In

omarso—w omavso
" -c'u ' 1.. n' + . 4-v "u ‘ --.-v* .

paT ‘2 232966- ‘2 167.986EPS n/a n/a n/ EPS
2 221361000

Moore - a Grou - - Ic

  
  
   

   

  

  

    

   
  
   

13.68
  

   

   

    

   

 

5 36:9
24125 n

   

  

 

Coma so

a

- v 22-. + - v
PST .2 279,137 {570,759 PET
EPS 4.76 -3.16 Loss bol EPS

On Demand lnformallon lc

v ; . , + , ~. - 1
Loss bu! PBT

. LOSS b0! EF

  

  

 

   

   

    

 

     

  

   

 

   

       
  

   

  

_m0_ Stemware 16
-m*—-imm~- v I ' * , u + .--e - v . . .u , -~' + . .

EPS 10.34 15.81. 452.9 EPS - 5.60

Suerscae VR '0
" v 1 1"" 1‘ . . ‘ _ ,, 30 »

a .000 2 1,160,000 -£ 397,000 'Losspo
10 30 15.40 £13.10 ' Loss he   

  

  

   

 

PhoneLlnk

. . A cI!!!
-s 21712000 -2 $711,000

EPS -7.30 .173
Proteus lmernatlonal

 

IC

   

  

    

 

  
Trace Comutars lc
"mmv , n . -

~ ~-

-2 3I6|a'o°° -£ 1'320 m i 5'135I296P . - .67 Lo 5 b0! EPS .3536

m- v

-96.2“ EPS

V
- ma so _mm mm”

. 1 :u I + .
+355
+315 .

- 1 ‘ .r.

EFS

      

  

          
   

Loss (0 D'roll
. rfl

   

  

   
  
    

    

   

 

      

     

    

Loss In are"
0 s In re"

     

    

  
n Ic Zara Holdlns lc

:n - , 1 4- ‘ »- v ‘ u'u

EP .

  

     
  
  

      + , a
Loss to pron

 

  
Our fears on ISPs are well known. We gain little
satisfaction to read of UK leader Demon's search for a
white knight with Deutsche Telekom the most likely.
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Micro Focus has acquired Millennium (UK) Ltd for c£4m.

Radius has acquired the rights to the Prophecy and
Miracle financial management products from CACI for
£423K. These products generated revenues of >£800K
to 315t Mar. 97.

Internet Technology has acquired Xara Networks Ltd

(an lSP) for £2.65m. 3i has invested EGOOK in Adaytum -

the Bristol based budgeting and planning software

company with revenues of c£3m.

US Aris acquired Oxford Computers IT training operation
(in Feb. 97 - sorry!) Network distributor Ethix has gone
bust owing c£85K (Source - MicroScope). VFt developer,
Division, has sold its remaining hardware activities to

PixelFusion for £868K. Last year they sold their graphics

operation to HP.

US Compuware Corp. has acquired London based

consultancy Vine Systems. Vine has 45 staff.

Foundation Systems (time management and student

award s/w for LAs with rev£5m, PBT £219K in 1995) has
been the subject of a 3i. and NatWest backed MBO.
ECsoft ~ one of the UK NASDAQers - has acquired Astral

AB of Sweden for $6.4m in a
share pooling arrangement.
Astral had revenues of $4.9m

8‘ as
in 1996 and develops client-
server systems and systems for mobile telecomms
operators.
ECsoft was a NASDAQ IPO in Dec. 96 at $10. Its 1996

results were excellent with profits up 300% at $3.7m. We

continue to be amazed that ECsoft is now trading at just
$9.5 aftersinking to a low ofjust $8.Nowjust 6% discount
to the lPO price. Thus providing more evidence that the
US does not really understand services companies!

Vega buys CBL; shortlistedfor ‘FtAF
Vega has acquired CBL Technology, (GET/software-
bas'ed training) for £5.5m» £4.28m'n‘o‘w, £1.22m
penormance related, CBL had PET of £404K on rev. of
£1.7m intheyear to atst Mai. 96. £2.4rn revenues are
expected to 31 st ,ManQT. ' ‘ '
Vegealso announced that it is the preferred bidder foran
RAF training contract worthflseml £30m oi orders have
been signed this year solar and Chairman Robert
Drummond expects “PBT similar to last year". - ‘

Yet another Misys purchase
Misys has continued its buying this month - albeit on a
modest scale - with its acquisition of MOCOM - an
Australian provider of systems to stock brokers and
investment banks. MOCOM has 100 staff - 60 in Hong
Kong and 40 inAustralia. It isjust about to install its system
in Jardine Fleming. If this goes according to plan, an initial
£4m will be paid. The rest is performance related up to a
max. of £25m. However “if we pay an additional £10m I
will do cartwhee/s across the ceiling" said Ross Graham.
Clearly, such performance would be to the enormous
benefit of Misys' shareholders too!
Misys share price had been drifting - down 015% at the
nadir - due mainly to NASDAQ "weakness". However
Misys recovered to end April level on the month.

[Set-Woes, antennae"): to be so boring, but even

      Netscape had to admit that 25% of its rev. now come
fromservices ratherthan products. US readers take note!

 

'Corhihdieinsfim,*C,.’..-.,,. -. ._ .
in April-1997,cominopic‘b 'am'ethe tes new SCSI

float on All». .2m Shares, (1.11%) weenie: ’ “
de Broe‘a! SQo'rajisi

  
  

    
Afterseparaie' eariycareers-in IT. Mike Brooke and G rc'ion
Skinnerfirstjoined tor'cesin founding MBS :the PC reseller :

- in the23198'0's. Brobke went on tohave‘en'inVOlvementjin‘*
many successfm 1T companies and is howith‘ephair‘ma'n'

'ofAzla‘n.‘ .for‘examp‘le. Skinner formed TiS in 1980* and,
sold this to'Mis'ys |n_.1989 where he servedas a di rector
until 1991'. Paul Clifford was-the finance director of TIS}.
Garth 'Seivey founded context in 1977. which in turn
formed a JV with TiS in 1985. Afterthe Misys acquisition,

Selvey led an MBO of the housing association prodiict of
Context“ . » ' ' i ' I. . 5
These individuals then all Started to come together again
when Brooke,,.8kinner and Clifford tormedBCS in 1991
and invested in Contextin 1992. 808 also, invested in IT
Professional -. which didn‘t work well - and this was sold
to Radius in 1996. ‘ ' v
Other, more successful, BCS investments were Prolo'gic

(systems'for the’fashionand clothing industry) and inAug.
96 in ISE (document management and workflow). '
Also in 1996, a new holding company - Comino “was set
up and VCs Abingworth and Questor both took stakes.
Revenues for varying periods to 31 st Jan. 97 werefio. 1m

and PBTwas£1.03m ~ a very healthy 16.5% profit margin.

Context cdntributed the lion‘s share- c80% ~ of the profit.
indeed the main shareholders after the float will be Seivey,
David Maddox and JohnWiiiiams ~ who founded Context.
But all the other activities were profitable too. Brooke and
Skinner hold «1% of the‘equity each.
The baiancesheet was pretty strong before the float with
£1.5m in cash. The float will enable Comino to undertake
further acquisitions. The board has considerable
experience in this ~ some purchases being more

successful than, others! But perhaps recognising and
disposing oldie duds is a pretty valuable attribute too.
Far too many companies have failed by not admitting and
therefore not taking the required action eany enough on
its mistakes.
Cominoshares ended their first month at 140p - a 10p

 
premium to the issue price.

  
CRT buys again
Hot on the heels of its purchase of INLINE KPG last month,

CRT Group has acquired London~based IT training

operation Harley West for £7.96m (£6.5m in cash - rest

in CRT shares issued at 229.6p). Harley West had rev. of
£6.3m and PET of £850K (1996 = £200K) in the year to
31st Mar. 97. Harley West had 128 staff including 70

trainers.

Azlan "in line with expectations"
Azlan shares rose 11% this month after it announced that
PBT to 5th Apr. 97 would be up 29% at £14.8m "in line
with expectations" on rev. up 43% at £280m. As readers

will know we backed the acquisition of Akam but theCity
got it seriously wrong with the flop of the accompanying
630p rights issue.

Score: Warburg City 0 - Azlan Athletic 5
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lTnet - becoming a very valuable company
Established in 1987, until November 1995 lTnet was a wholly owned subsidiary of Cadbury Schweppes plc. lTnet
has grown from their internal IT department into one of the UK‘s leading companies specialising in outsourcing with
particular emphasis on local government (50%), Central Govt. (7%) and manufacturing (33%).
In November 1995 it was
announced that lTnet had ITNET
completed an MBO from Cadbury Ten Year _
Schweppes which valued lTnet at Revenue! opeazmlgvg'g'figf PM new“
£37.1m. Management got 25.1% of
the equity, 3i. got 37.4%, employees
(via an Employee Benefit Trust)
25% and Cadbury Schweppes
retained 12.5%. RBoS provided
debt facilities. lTnet continued to
provide IT services to Cadbury
Schweppes companies which
represents c£16m of revenues in
1996.
Over the last ten years, lTnet has
had a record of steadily increasing
revenue. In 1996 - the first full year

since the M80 - revenues
increased by 17% to a record
£68.6m. Revenues from the private

sector grew by 33%. Application .
management was the fastest growing sector - up 28% - but distributed systems and desktop management increased '
by 18% too.

The profit record of the new board established in 1991 has also been pretty good since. Operating profit increased by
24% to 25.1 m in 1996 - equal to a profit margin of 7.4% - although we understand that interest payments etc. ensured
that PBT remained static at around £5.54m. Two new sites were added and staff numbers increased by 21% to 1,200.
"lTnet maintained its 100% success in renewing contracts due to end in 1996 and is already off to an excellent start
in 1997 with a renewed live yearcontract, worth £25m, to provide and manage Birmingham City Council's lTsystems“.
"Six major new contracts were won in 1996 including AGAS (part of Eli Oil), the HAC, and Somerset County Council.
In addition a £3m contract with London Borough of Sutton provided lTnet’s first managed service contract lor revenue

collection
The future? lTnet is clearly now a very valuable operation. Even on AVERAGE valuations, lTnet is worth £100m+.

Will valuations stay this high forever? We think not. If we were lTnet shareholders we would want to realise some of
this value sooner rather than later.

Royalblue to float ~ and we need-inure likethem! . - ..;
Intercom Data Systems Ltd was‘foun'ded in 1981 by Intercommod 5, under! kart 801:1196 and chang V
their name to Royalblue within the last year, “We develop and sell products "rid associatedservi‘c’e ' ' ’ ' ’
other wayamund”CEO John Hamer told us last year. ‘ , » I I g; . _. l ' * " _ _
Royatblue's products include Fidessa - (43% of revenues) trading sopponssystemisdftvrare. Helppesk roustomer
support (35%) and Rostrum “CT/software lorenergisingcorporaie ' ' ' ‘ ‘ ' " ‘ ‘ " " " ' "i

call centres" (22%) ' ,. I. ' _ Royalblue Group plc
Shareholders include 3i. which has held a.15% stake since 1985; Revenue and PET Record
and Advent, which bought out a previous shareholder’sewo stake
in 1995. The rest is held by flame: (8%), the management team
(15%) and others including 20% het'd'under'option for 90 staff.
Results for the year to 31 st Dec. 96 were again "really excellent";
Revenues were up 62% to £11.7r‘n. PBT up 83% to £2m (a 17%
margin), product development ("all fully expensed‘) was up from
£656K to £1.16m and EPS up 79%. CaSh increased by 42% to

£3.2m. 45% of revenues come from licences, 45% from services
and the remaining 10% from maintenance...almost exactly the vital
statistics we like the most! ' I
Last year Hamer told us that they "haven't really thought about a
float...yet.. I've been more concerned about creating value'wlthin
the business”, Exactly a year on, in April 97, Royalblue has
announced that they intend to float "in the nextfew months"wf_th a

run mi In: in: rm nu I

    
       humming“

Va‘uafion of "£35m ' £40,771 ' mu m: m: In: Ins
Footnote John Harner wrote to us this month asking us "to try V V V ., ,, ,, . ,
and love products a bit more otherwise it makes life hard for youngran‘tish) companies like us}; ffheptqbtem is that
Royalblue‘s mix of business (see above) is EXACTLY the type we both like and haVe'aMays summed. V * -
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We are writing this on Election Day when a change of Govt. seems rather likely. Surprising thereiore that our SCSI index
is largely unchanged on the month! CFS (see p2) was the largest gainer - up 59%. Clearly other investors were as
impressed as us by the prospects. Other major gains were at Rebus (+25%), Moorepay (+21%) and Proteus (+21%).
March‘s new issue - London Bridge - put on anoiher19%; that’s now a 30-Apr-97
56% gain since the placing. As one reader wrote "so much for your
comments, Richardl".
At the other end of the scale, poor old Superscape (p2) fell 41% on the
frantic cost cutting announcements. The profits warning knocked 21%
off Vega (p7).

And for all the many readers who 'phoned about Capita's share price
dive...it didn’t. They did a one-for-iour share split, so at 289p the shares
are little changed on the month. But we wonder what effect a Labour

Govt. will have on the lar est UK-owned ublic sector outsourcer (p1)?

PSH Share price Share price Capita laation capitalisation
Share Price capitalisation Historic Ratio CSI index % move °/. move move(2m) move (Em)
30/4/97 E 30/4/97 Em PIE Ca. 30/4/97 since 25/3/97 In 1997 since 25/3/97 In 1997

1.92%
~7.11%

      

   
 Marlin (25/21/97 - 30/4/97)
From 15m Au 59
From Isl Jan 90
anl 151 Jln 91
From 151 Jan 92
From 15! Jan 93
From Isl Jan 94
From 15‘ Jun 95
Frnrrl 152 Jan 96
From 151 Jan 07

 

    
      

 

      

 

  

               
  

  

   
   

  

   
    
   
     
  
  
   

 

   

   
   
   

    

   

   
    
   
  
   
   
    
   
    

     

    
    

    

   
    
    

   
    
    
   
    
    
    

     
    
    
  

         
    
   
    
    
  
   
   
  
  
   
    
    
    
  
    
   
    
    
   
   
     
   
    
   
     

   
  
   
  
  

   

   

   
  
  
   
   
  
  
   
   
   
   
   
   

   

   

   
    
  
  
   
   
    
   
  
     
   
   
   
   
   
   
   
    

    
   
    
    
   
     
    
    
   
     
   
    
   
    
    
  
   
   
  
  
  
    
   
    
  
    
   
    
    
   
   
     
  
    
   
    
   
  
   
  
  

     

  

 

   
  

 

   
  

 

  
  

  
  
  
   
  
  
  
         
  
   
      
  
    
   
  
   
    
   
   
  
   

   
   
   
  

          
    
    
    

  

  
    

   
  
  
   
   
  
  
   
   
   
   
   
   

    

   
   
    
   
  
   
   
    
   
   
     

     
    

    

   
    
    

   
    

    
   
    
    
   
      
    
    
   
     
   
    
   
    
    
  
   

 

  

  

  

     

  

       

   
      
   

    

 

   

   

    

   

  
   

   

  

     
   
   

  
  
     

  

  

   

   

    

 

    

  

   

   
  

   

   
  
  
   
   
  
  
   
   
   
   
   
   

    

   

   
    
   
  
   
   
    
   
   
     

     
    

    

   
    
    

   
    

    
   
    
    
   
      
    
    
   
     
   
    
   
    
    
  
   

   
  
  

 

  
  
  

 

  
  

 

  
  

  
  
  
   
  
  
  
  
  
  
  
  
  
   
  
  
  
  
  
  
  
  
   
  

  
  
   
  
  
  
  
  
  
    
   
   

  
   

   
  
  
  
  
  
  
   
  
  
  
    
   
     
  
  
    
   

 

   
  
  
  
  
  
  

 

14367.05
370.33

8.90%
-25.09%

£5.50m
-EO.80I’n

2251 .20m
21 0.40m

Admiral
AFA Systems
Anlte (was Cray) £1 1 9.70m 295.32 7.45% 35.36% £5.30m
Azlan £208.60m 2554.35 1 0.85% 3.52% £20.40m
Cadcentre 234.40!" 1037.50 -1 1 .51% 48.79% -£4.50m
Capita £437.20"! 214815.49 -1.45% 47.22% -£5.80m
096876818 230.10!" 904.76 -7.32% -62.00% -£2.40m

CFS £6.66m 1000.00 59.29% 7.78% £2.48m
Chemical Design £14.00!“ 1954.55 40.42% 48.28% -£1.50m

13.11%
-5.22%
7.44%
8.89%
-2.13°/o
-0.83°/u

15.00%
29.75%
20.93%
49.01%
-8.00°/o
16.1 1%

€8.65m
€695.70m
236.1 cm

£36.50"!
£323.40m
£63.00m

278.23
3750.62
553. 1 9

21 04.00
2555.56
5225.00

21 .00m
-E3E.40m

£2.50m

£4.10rrl
£1 .00m
£2.40m

Clinical Computing
CMG
Coda
Compel

CRT Group
068 Group
Delphi Group 2231 .1 0m 3302.47 -2.43% 9.56% -£5.SOI’n
Diagonal £59.60!“ 1170.91 4.72% 17.09% £2.70m
Dlvislon Gmun £19.30"! 11 12.50 -15.24% 49.09% -£3.50m
DRS D5135 Research £9.41!" 250.00 14.58% 12.24% £1.20n’l
Dmld £96.20!" 1527.27 4.18% 23.53% 431.107“
EDP 218.50!“ 2158.00 41.32% 2.17% -£2.30m
Eldon 2145.30!“ 8600.00 3.30% 19.03% £5.40m

FleUD 2148.90"! 2134.04 0.30% -11.79% 20.40"!

Flomeflcfi £4.10m 1230.77 47.95% >25.55% -EO.89m

Gresham Compuiing £16.80m 553.78 ~0.96% 4.90% ~20.20m
Highams Systems £11.10m 1736.11 -3.85% -B.42% -£0.40m

INS'TEM £8.05!“ 1750.00 2.94% 20.59% £0.23m
Intelligent Environments 215.00!" 760.64 7.52% 10.00% £1.10m
JBA Holdings 2284.40!" 5093.75 3.67% 53.77% £28.60"!
Kalamazoo 223.50"! 2300.00 40.03% ‘25.12°/11 -£2.50m
Kewill 1277.90!!! 2424.90 4.69% 17.19°/o £3.50m
Loglca £552.60m 2378.71 -9.40% -5.55°/a 4:57.30":
London Bridge g73_40m 1562.50 19.05% 55.25% 21 1.70m
Lorlen £52,10m 3630.00 1.26% 8.04% £0.80m
Lynx Holdings 2105.7om 2700.00 7.46% 24.86% 27.30111
M-R Group 250.30". 351.1 1 -o.55°/. 7.06% -£0.30m
M30704 £79.10m 1618.95 4.47% 43.06% -£1.20m
MAID £213.10m 2136.36 17.21% 16.63% £34.20m

    
     
    
    
   

     

    
  
    

 

0.30
2.68
0.94
0.30
3.82
4 10

162.50
6171.50
747.80

597.56
3078.36
3461.31
1033.33

»1 1.98%
4.07%
4.41%
-6.67%

0.41%
8.70%

-6.06%

28.03%
31.70%
16.67%

-14.04°/o
10.84%
1.84%
4.19%

~£S.00m
£7.70!“
-£0.80m
-£1 .30”!

£9.00m
24.30m
-£O.26m

McDonnell IS (Mots)
Micro Focus
Mlcmgen
Mlcrovltec
Mlsye
MMT Computing
Mondas

£44.30m
£194.20"!
£39.30"!
£1 9.30m

£1,070.00m
£69.20!“

24.71 m

    
  
    

    
  

   
   
  

 

   
   
  

  
  

   
  
   

 

  
  
    
   
  
   
    

  

       
     
  

     
     
      
    
   
    
    
   
   
     

 

     
    
  
   
    
  

   
    

    

   

   

 

Moorepay £3390". 6.45 5240.96 20.33% 55.36% 525.70":
MSB lntamallonal £83.20m 1.1 9 21 57.59 2.75% 10.68% £2.20m
OmnlMedla 21.55111 8.73 100.00 5.25% 41.05% -EO.12m
On Demand £19.00m 1 66 442.31 e.15% 43.33% £1.10m
extord Molecular £249.40m 511 3.75 0.37% 15.03% £0.90rn
Parity 2209.70". 1.29 27222.12 {5.64% 10.73% -E7.90m
Pegasus £23.20m 2.93 903.27 .1 1.45% 41.36% -£0.80m
Persona £95.80m 0.55 2415.63 0.00% £0.00m
Phonellnk 227.30". 6.26 364.52 -1 1.72% -£3.60m
Proteus £38.90!“ 797.s2 20.72% €6.40m
Quality Software 230.1 0m 1 . 1 9 609.21 2.09% 20.90!"
Flndlua £14.30". 0.52 369.57 5.56% -£0.80m
Raga 220.10". 2.12 317.31 49.51% -£6.00m
Real Time cannot :1 5.40m 1.29 4499.50 0.72% £0.60m
Rebuu £69.40". 1 15 852.27 25.00% 213.9011:
Rocognltlon Systems :1 1.50m 507.14 ~24.76%. -£3.80m
Hivu 25.00". 0.1 2 155.34 15.22% £1.05m

     
    

 

        
   

  
   
  
  

 

     

  
        
   

    

 

           

 

  

 

  
  

  
  

 

    
  

 

   

RM £148.20m 1.50 4757.14 9.90% £13.40m
none 3. Nolan £50.10m 2.93 47:12.14 4.24% —£0.SOm
Homtoc £4.03m 1.25 1 240.00 0.00% 20.00":
5.9. Group £659.60m 5.06 24673.03 »1 .1617. {8.1 0m
Sanderson Electronics £58.40m 0.95 2170.21 0.00% €0.10!“
some Group £1,334.00m 1.44 3785.72 .12.11% £183.00rn
Sherwood £22.40m 2168.87 5.11% -£1.40m
sklllagwup £178.80m 0.52 993.27 0.85% 21 .30r1-1
Sp-rgo Consulting £15.80m 1331.58 41.23% -£2.00m
Stem-re £26.10m 1 000.00 4.91% -£o.70m
Superecapa 221.101“ 5.42 1212.12 «31.46% -£15.00m
Systems Integrated £2.08!" 1 86 1 34.78 0.00% £0.00m
Tot-I 23.00111 566.04 0.23% 4:0.1 Om
Trace £9.73m o 47 552.00 -1 .4391. 420.1 4m
Yriad £46.50!" 1 370.37 —2.63% -21 .GOm
Vega Group £39.00m 2.37 2090.18 40.93% -£10.10m

£2.74!“
£5.23!“

0.06
4.33

0.00%
0.00%

Wakehoume

share price or the largest company has 1th same eflect as a similar change tor the smallest company.
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Eunice: computing-Werer ' '
it you reaiiym'm. a otassic case i I V
Clinlca} sells. tinder the’brand-iname-
ddfiledrg‘cofds arined at the, needs:
The. placing at 124p in 555.94%th
"at £20.1'rn. The share price on '
high of 186p - 51.59% premium: "
here has then forweo'mre‘e years gone.

'irafildwa'ppalting’ results. '1 ' I. I. .1 ‘
Revenues decreased by'10% to £1.98m, and
loss before tax tripledto £2.1m (yes; osse'sin'
excess of revenues) in the year't st D
96, That really takes s'ome doing. ,4 " »
Av "difficult UKclinics/systems, market", V
in new; order intake inthe US‘ivttheLUS 1
represents over 60% otgroupv'revenu J
“uncertainty'in the marketplace surroundingthe
announcement ‘of‘ the disposat for National
Medical Care'to Freseniusfl (Clinicati-rnad I a”
toss on disposal of £328K)’ were allbla‘rne'd:
Clinical could not find a buyer forits Armstrong
Healthcare division and that'a‘ctivity has been
discontinued, giving rise to an exceptional.
chargeof£t49K. - '- I W 37
“The financial performance 'tor‘the‘ the V . z _ V ,, V
months of the current year has shown a sign _, ant imprOVement at the ope
Clinics} shares closed April 1997 on 359 .A far ry from 1:12:1249 placingp V .

  
  
   

   

      

    

  
  

   

         
  

   

  
Clinical Computing plc

Revenue and PBT Record
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Ovum Ltd - "nice to see a competitor doing rather well.....too”
Ovum is a market research organisation which undertakes research on both IT and telecomms selling consulting,
reports and subscription services. We guess they could be described as a competitor of ours.

When Peter Harrop was

Ovum Limited appointed non-exec. Chairman,
Revenue and PBT Record we received a very bullish

statement on the 1995 results.
Actually the tiled accounts were

somewhat short of that which
we were told. "Unfortunately the
relationship with (Harrop) did
not work well and he resigned
in June 1996". Stephen Dawson
became Chairman.

According to the figures we

um

um

Elm

x
\
\
\
\
\
\
\
\
\
\
\
\

'

mm... increased by 27% to £8.4m in
Isle tuv nu Ill. inc ton in: no: nu Ins It" the year to 31st Dec. 96 but

'“""°‘"°“"‘°'“""" operating profit remained static
at £724K. Ominously we have not been given a PBT figure.

In 1996 23% of revenues were from UK, 43% from Continental Europe, 13% from USA/Canada, 15% from Asia/

Pacific and 3% from the Rest of the World. An office in Boston was opened in 1996.

[The board is aiming to achieve a stock market flotation in 2000“.
r

 

 

 

  

       

  

 

  

 

   

. ' ' . " ,interisgenrsmrmmqmgwasgnewsman "
l nte I I I g e nt AMAZON ~is‘designedto assistlntn‘e'buildlng

. have'collected la blue~cl1lp Chet me
envrronments ‘Btue Cross and the Lereta com. .1 .

- v . In Jan. 97 they acquiredlntrepidConsulttng 'aJUS "
consulting firm" for $1 .625m now + $1 .375m performance related. 15 new reckon theta '
97m revenues in FY97 wilt come from services - rather than product. .Justasiwa like: V
Results for thevyear to 31 at Dec. 96 show revenues down 145% at‘£3.475m ("a‘sjatesu I
08/2 market“) and a loss before tax of up sevenfold at £1379K; "The to ach‘ ye subs:
1997 and 1996 andaim to achieve profitabilityin 1996“. . ' '_ . " '
Even so Intelligent Environments Was trading-at 72p at the end ot‘Aprit 97 -» avsub's'tarittai 3% dl
price just 10 months ewlier ' . ' ' " ’ .
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have now been given, revenues

 



  

Double disappointment at IBM UK
In the year to 31st Dec. 96 IBM UK grew revenues by
11% from £4,594m to £5,119m, PBT was up 25% to

£269m and net profits were up 11% at £248m. "The results
represent the third consecutive year ofprofits for IBM UK,
which lasts whopping £141m in 1993". But much of this
increase was as a result of healthy export orders from
IBM‘s PC manufacturing operations in Greenock.
We have done our usual "informed guesstimates" for our
1997 Holway Report. We estimate that UK revenues grew

by a much more modest 8% to £2 billion. Although UK

hardware revenues increased by 14% to £97OK, almost

everything else connected with hardware declined - with
hardware maintenance down a major21% . It has declined
in every year this decade.
Our major concern, as usual, is with SCSI revenues (i.e.

 

Jerome-ris- eating
f ac‘qtrisitidn ‘

' 21 2.831, PBT up 57% at 211:;3m'andgel'asop. 39%

 

excluding hardware maintenance and operating software).
At the headline level, we estimate these have increased

by 33% to £600m. But, remember that c£100m of this

increase relates to the acquisition of Data Sciences.

Without Data Sciences, IBM UK's SCSI revenue growth

would indeed have been very modest at around 10%. One
of the main reasons for this was the hit IBM UK had to

take in problems relating to the LITS contract and delays

in other SI contracts.
However outsourcing appeared to be the real star, rising

by over60% to £170m in 1996 although again a significant
part of this came from Data Sciences .The largest contract
this year was from General Accident (£180rn/10 years).
In Nov. 96 IBM was jubilant on winning the British Steel
(£350m/10 years) outsourcing deal - although this was

subject to due diligence. In April 97, however, it was
announced that the IBM had "failed to meet 58'
commercial requirements"and had reopened discussions
with the other contenders. Cap Gemini UK/Hoslwns looks
like being in with the best chance, But this must have
been an enormous blow to IBM Global Services ambitions

in the UK.

Icom MBO - one year on
In Jan. 96 IMI plc divested itself of its remaining "non-
core IT" activity. IMI Computing was subject of an MBO
under Managing Director Irene Brown. The MBO price
was £4.65m in a deal backed by Lloyds Development

Capital and Si.

The new operation was given the name Icom Solutions.

Icom is deeply involved in the provision of innovative
workflow, document imaging and office automation

solutions with particular emphasis in the insurance and
financial services markets. Equally Icom specialises in
outsourcing with its application management services for
both legacy systems and new client server applications.
The company's strong consultancy and BPFt skills
coupled with cress-plattorm systems integration expertise
helps it "to contain costs and increase efficiency". [com is
now evidently embarking on a recruitment drive.

The last accounts for the year to 31st December 1995

when Icom was part of [MI gave revenue up 9% at £14m
but PBT fell 10% to £674K - a 4.8% margin.
The first accounts as a separate company to alst Dec.
96 show roughly static revenues of £14.55m and PBT of
£692K. Operating profit had, however, increased by
around 40% to £895K. The difference was, of course, the

£140K interest payable on the funds used to effect the
MBO.
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year to Brewed. 96,. Cash more than dodbled'agaznto
£18.5m.»tt you think these results are ngood..-.>wett;vthey
really could have hey! even better: ’ I v

JBA Holdings plc
PBT Record
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rtirstlyg‘JBA decided a few years back to capitalise the
development of a new toolset (not their application
products we are pleased to report). We were affronted! A
System House Boring Award Winner adopting such
.methodslVWe actuatly think they soon regretted the
decision. No, we do not clalm'the credit, but...JBA have

abandoned‘the practice. Indeed, in the latest year the
amount amortised exceeded the amount capitalised. (Le.
they WOuld have made MORE profit last year had they
adopted the‘common industry practice).
- JBA had to pull their results announcement as they

wanted to adopted US GAAP rules relating to the
recognition of maintenance revenues. Now, we admit that
we thought that all SCSI companies took maintenance

revenues (whether paid in advance or not) on a monthly

basis. Apparently JBA took them on an annual basis. The

change knocked £2.5m oft the profit total.

' then “the strong pound reduced profits by 22m and
revenues by £9m”. ,

' Good grief, howmach better could theseresults actually
have béenZNo wonder that the share price surged to
and April 1997 on 815p as a result.

Non~UK revenues nowexceed 65% otthe total with over
50% from the US. Indeed, in the last year, the amount of
JBA equity owned in US has increased from 15% to 33%
and certain reports suggest that a NASDAQ IPO is being

contemplated.
JBA also announced that it was to acquire French Presys

Holdings tor FFr101.45m(c£10.8m). Presys is the largest
tBM ASt400 distributor in France with revenues of
FFr184m and PBT oi FFr9.4m in 1996). The acquisition
is "expected to be earnings enhancing for JBA".
The future?
Chairman Alan Vickery says "1997 has started well and
the quality and size of orders already taken makes me
very confident or another year of steady growth during
1997“.
Justfor once we will let him get away with the use of that

Ldreaded word!
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Learning Tree prospers
Established way back in 1974, Learning Tree International went for a NASDAQ IPO in Dec. 95 at $12 in orderto

undertake acquisitions. However theyhave not, as fares we can see, actual/y consummated one!This might be one
of the reasons why they have been one of the best performers in the
sector since. They ended April 97 on 531.5 (from a high of $40 at one Leaggguygfigngg?aég:liLtd
time) which equates to a market capitalisation of nearly $700m. That is m"
quite some valuation considering revenues in 1996 were $103.6m (an
increase of 31% on 1995) with net income of $10.1m (an even higher
56% growth on 1995). In other words a PSFi of 7 and a P/E of over 40.
The share price (adjusted for the further share issue) is over 4<times

the IPO price - a rare record indeed on NASDAQ in the period. um"...

Learning Tree provides training to IT professionals via over 120 separate

course titles. Just over 50% of revenues are earned outside the US I m
with the UK at c27°/o of the total.

The results in the UK have been even more impressive with revenues

up 29% at £17.1m but PBT doubled to £3.8m. That's an impressive

22% margin.

UK spend on IT training of the type that Learning Tree undertakes,

actually declined every year to a low point of £180m in 1992. Since

then it has grown strongly by 19% to reach £340m in 1996. m,

But the market is highly fragmented. Learning Tree is one * ' * *- -

of the leaders but still has only around 5% of the market.
Learning Tree‘s main competition comes from a whole raft

of small companies. dealers/resellers etc. Many of these
are ATECs (Authorised Microsoft Training Centres) The > I I _ . 3 fl 1 ,V . .
fragmentation has been noticed by others. Parity, Delphi, m?i.°F=9ha'99 ‘0’ “‘9 bu-smgs» » 5’0
ICL (Peritas) and, of course, CRT have been building their amoe- .As WW3“ as 999°
IT training operations. " "
So Learning Tree in the UK is a real success story in
comparison with the market, the UK competition and even

to Learning Tree worldwide - much due to the efforts and

abilities, we feel sure, of UK MD David Pardo and his team. = 51- ”'

. Amazingly, over 150 CEOs have already booked for Richardeoiwayfsi , “h. '
annual presentation on the'finan'ciai state‘ot the industry on'b‘ahalfq 01wfly P13011

m— \‘ of the CSSA: and there is stilt neariy three months to go! it is.
- ~ considered by many to have been the best ’networking ev‘ent’f last

year. .So it you want one of thetast disappearing and limited places?
please BQOK’NOW. The evening session. is on Wed. 16th July. starting
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Advance order form I
enclosed for 1997

' Holway Report (available
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Mat 5.30 p‘mla't Cinema tinth'e Barbican‘and Jncludes‘drinks, :in h in June)

magnificentz’Conservatory ahd’a special . ', ' ' 3y :_ Wm, FREE pLACE at
Remember, jas usual/a FREE place for every onewho orders an advance csstwclway evening
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