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US SCSI companies increase European dominance

US-owned companies continue to increase their still regard ICL as a UK company - certainly it is UK-

domination in the supply of software
and computing services to the
European market. IBM’'s SCSI
revenues, Which exclude operating
software and hardware
maintenance, grew by an impressive

25% in 1993 to over 3 billion ECU. |
IBM is a Top Five SCSI supplier in |

every one of the countries of Europe,
whereas CGS/debis Systemhaus
only appeared in the Top Five in four
countries. IBM’s SCSI revenues
were over twice the revenues of the
#2 - CGS. Indeed many of the largest
European owned suppliers - like
CGS and Finsiel - had lack-lustre
performance in 1993 compared with
significant growth from US-owned
suppliers.

The US dominance of Europe is

likely to increase in 1994. IBM

took control of CGl in June 94,

1993 European SCSI Revenues

managed. ICL increased its
European SCS| revenues by 22% to
£610m in 1993. ICL eams around
70% of its SCSI revenue in the UK
where growth was much higher
(+30%) than in the remainder of
Europe.

The Netherlands had a particularly
strong showing with BSO/Origin,
RAET, Getronics, NVRCC and
Philips all in the Top 50.

But overall there is depressing
evidence that local SCS| companies,
particularly in the smaller European
countries, are losing market share
to international (in particular US)
companies.

The UK has a particularly strong
showing in the profits league tables.
Indeed, 11 out of Europe's Top 20
most profitable SCSI
companies are UK-owned.

Natlonality

ECU (millions)

Unfortunately, recent profit
forecasts for ACT and Micro

EDS has acquired several

leading European players - ek Sormeany
like Apiron (Sweden), 1

Eurosept (France) and | ,

Systems & Management | 4

(ltaly) as well as securing | 4 |Microsoft
several major outsourcing | 5 |sNi

contracts in the UK. Outside 6 |debis Systemhaus
the Top Ten, improvements in 7 |Finsiel
rankings are expected from | 8 [Andersefn
Oracle, Computer Associates | 9 |DEG..*

and CSC. o

Higher rankings are also
expected in 1994 from Sema
(after the acquisition of SKD-

Foretagen of Sweden) and
SAP.

The UK is represented by only

seven entries in the Top 50 - As the UK emerges from
the highest being Cray at #22, i recession faster than most
followed by ACT (#24) and | . #. .1 European countries, astute
Logica (#28). There currently =T 3 “3 purchases could just point the
is little evidence to suggest g éri; LT 35 g: way to a stronger UK
that UK companies will | - fye o =00 e UK 08 performance in the future.
improve on their rankings in | g Misys UK 24
1994. 9 |Datacentralen Denmark 18

There are many who would | 10 |Easams UK 18

3132

Focus both indicate profit
reductions this year.

Also UK companies have
takenover from the French at
the top of the mergers and
acquisitions league. This was
particularly helped by
purchases by Pearson and
Reuters of US home software
| companies. Recent
acquisitions - like the
purchase of Saari by Sage
(p10) - would tend to indicate
that this is at least one area
where the UK is likely to retain
its pole position.
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(Unisys continues move to services o
Although total revenues declined marginally in Q3,
“revenues from information services, our strongest
business, grew by 23% in the quarter and 22% over the
past 9 months” said James Unruh, Chairman of Unisys.
“‘Information services is now our largest business revenue
stream with 25% of total revenues” (i.e. about $1.8 billion
in a full year). Source - Financial Times 18th Oct. 94.

Inthe UK, Unisys has recruited over 300 consultants from

the likes of Coopers & Lybrand, Emst & Young etc. “fo try

to establish itself as a dominant player”.

DEC Consulting made similar claims a few years back
and it all ended in tears. “A hardware manufacturer and a
services provider are fundamentally different... You have
to choose what you want fo be” commented Duncan
Aitchison of Hoskyns. Source - MicroScope 19th Oct. 94.

You may recall that last month Unisys was awarded a

large outsourcing contract by the Co-Operative Bank.

SpinOff....

We must pull the shutters down on the sad but predictable
EIT story one day. But this month we heard of SpinOff
Ltd. Readers may remember Jennifer Sanchez of
Decisionware which was acquired by EIT in June 91 for
£100k (plus an unbelievable profit related £1.6m
earnout...which in the event was exacily that). EIT went
into administrative receivership in early 1993.

Every offer that Sanchez and her team made to buy back
Decisionware was refused - probably because it was about
the only profitable bit left. Anyway they managed to buy
the business and products (but not the name) in Mar. 94
and hence SpinOff.

SpinOff, currently with 6 staff, continues to sell Dynamo.
But it is DynaTerm which is the most interesting product
to readers. This provides a Windows “ook & feel” to
existing AS400, Unix and VMS applications.

Micro Focus move to consultancy

Micro Focus has reported Q3 (i.e. to 31st Oct. 94) results
showing revenues 20% higher at £19.5m and profits, Iike.
last time, around breakeven. Encouragingly, most of the
revenue increase came from client server product sales.
Our now oft repeated prediction that software products
have gone ex-growth and such companies should turn
themselves into specialist IT consultancies has caused
more heated debate than many of our pronouncements
(and that really is saying something!).

As part of the recovery initiative announced after the recent
profits slump, Micro Focus decided to expand its
consultancy services to “assist customers to implement
distributed network applications”. Chairman Paul O'Grady
is currently particularly encouraged with the success of
this initiative.

- provision of £457 K against the decline in value of British Govemment
\_Stock...we are sesking compensation from the adviser concerned”.
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MMT Computing plc
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Readers may be interested in the following accounts recently filed at Company House...

Computer Assocliates UK accounts for the year to 31st
Mar. 94 show revenues down 3% at £68.6m but PBT up
65% at £11.8m. The UK revenues will be further boosted
after the acquisition of ASK Group Ltd. and Data3 Europe
in June 94.

Holistic Systems has had a superb year, increasing
revenues by 46% to £8.9m and PBT by 75%to £1.1min
the year to 31st Mar 94. £4.2m of that is earned outside
the UK with subsidiaries in Australia, Singapore and the
US. They are a private company specialising in EIS and
DSS systems around their open system based HOLOS
product. The balance sheet is particularly strong showing
net assets of £1.8m.
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Leeds-based Holdene Group plc provides maintenance,
IT training and FM (predominately at the PC level). After
several years of losses, a modest PBT of £10K was
reported on revenues up 17% at £16.4m in the year to
31st Mar. 94.

GSi UK - part of the c£420m p.a. French SCSI company
- doubled UK revenues to £13.6min 1993 due to two major
new FM contracts. PBT, however, dived from £329K to
just £27K.

Brian Mills' Abtex increased revenues by 35% to £22.4m
but PBT reduced marginally to a still very respectable
£811K in the year to 31st Dec. 93. Shareholders equity
was up 34% at £1.57m

System House =—




Cedardata - credit where credit’s due

It feels sometimes that every new issue in the last two
years can be categorised as either:

» all froth and no trading record

» good trading record followed by profits warning once
the float is out of the way.

There are fortunately a very small number of exceptions...
like Cedardata.

Eleven year old Cedardata has developed an Oracle-
based commercial and financial accounting system - cfacs.
lts financial record has been both excellent and consistent,
with £2.7m PBT on revenues of £6.1m (j.e. a profit margin
of 44%) made in the year to 31st Mar. 94.

Cedardata was floated in Mar. 94 at 105p valuing the
company at £32m. Given recent disappointments from
other new issues, we awaited Cedardata’s maiden results
with some trepidation. We need not have worried. In the
six months to 30th Sept. 94, revenues increased by 43%
to £3.73m, PBT was up 34% at £1.34m and EPS
advanced by 22%. The performance was ahead of
expectations. The slip in margin (but to a still enviable
36%) was due to a contract with Atomic Weapons
Establishment “which necessitated the supply of low
margin hardware in addition to cfacs software”. The
underlying figures were even better. Cedardata's old
bureau services continue to decline, but revenues from
new cfacs licenses were up over 50% in the period. Cash
has increased by £1.1m to £3.8m in the six months.
Cedardata is currently developing a GUI for the product
due for release in mid 1995. We stress again that
Cedardata does not capitalise R&D.

Cedardata “views the future with confidence” with seven
more new contracts in the last few months. Analysts are
currently forecasting PBT of £3.45m for the full year. It
therefore seem a little unfair that the share price at 102p
is slightly down from the 105p issue price. This infers a
qune modest prospectwe P/E of under 14.

fexpected There is no reason wh"
lag behind the true market valu ;
time ever - did Fi not want to issue & press rele:
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Comdex in the Fall

In over 60 issues, we have never had an article written by
“an outsider”. Neil Pearce, whose involvement in our
industry should need no introduction, went to Comdex in
November. He was surprised how many System House
subscribers he bumped into, so we guess his comments
on the show might be of interest to many readers.

Every year, the biggest computer show in the world, Comdex/
Fall, takes place in - where else - Las Vegas.

The show itself was, as usual, vast and very crowded taking
a full three days to go around. It attracted 200,000 visitors
from all around the world, of which nearly 30% were from
outside the USA. This year, out of 2,150 stands, there were
fewer than usual from software producers and far fewer vertical
market packages exhibited. This may be a reflection of the
impact Windows 95 will have and next year's show could well
see a resurgence of software of products.

Hardware was characterised by the usual faster, smaller and
cheaper syndroms. There was little real innovation apparent,
more consolidation. This was especially true in the multi-media
hall where the availability of a chipset to support full screen,
full motion video meant that there was a plethora of products
being demonstrated. Some of the well known manufacturers
were showing their versions at a retail price of around $995.
Other less well known ones had similar products for around
$595. However, around the corner | found an excellent product
based on the same chipsst, only sold OEM, but at around
$150 (which would equate to a street price of about $295).
The one hardware trend that does appear useful is the
appearance of multi-use products which are designed to use
less desk space. Typical products are those that combine fax,
printer, copier and scanner in a single box. There were some
quite spectacular LCD displays on show. None of your 640x480
displays, these were 800x600 and even 1024x768 on 9.4"
and 10.4” LCDs! However, no-one was giving either pricing or
availability,

On the software side, some trends were appearing which could
well make systems more friendly in the future. Within the next
year, you should be able to have an E-Mail system on your
PC which will enable you to mail people without having to
know all about the LAN E-Mail, Internet, Compuserve, X-400
or whatever. You simply give the address and the E-Mail
system sorts out what system to use to deliver it and the
appropriate format.

With the current version of Windows and hardware standards,
it can be great fun (I) adding new components to your PC.
Several companies were showing their self-help software
which, it is claimed, would sort out many conflicts and even
missing software components.

Several companies were demonstrating systems based on
maps. Nearly all of these used software from Next Base which
was recently acquired by Microsoft (see p7). Talking of Big
Brother, following their acquisition of Intuit, Microsoft
announced last week that they had agreed with Visa
International to develop a standard method of transmission of
electronic bank card transactions across public and private
networks worldwide.

Sales of software on CD-ROM:s increased by over 400% from
1993 and were over $140m in the USA in Q2. Some 88% of
such sales are still to the home user with the largest sales
being reference and games at about 10% each.

The other very recent change to Comdex has been to allow
some exhibitors to sell off the stand. It was easy to spot those
stands selling product since they all had large crowds around
them. Mind you, it may also have been due to the fact that
many of them were selling soft porn CD-ROMs and some of
them even had the models themselves on the stands. Well
the show was in Las Vegas!
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ACT Grou

lc Gresham Telecumpunng plc

Tnferim - Apr 93] Final - Oct 93} Infenim - Apr 94
,060,000 ¥ 5,823,000 £ 3,068,
£ 419,000 £ 551,000 £ 244,000
3 0.86p 1.04p 0.43p
Admiral plc INSTEM plc
Interim - Jun 53 Final - Dec 931 Intenm - Jun 841  CTomparisio Intenm - Jun Bgl rFinal - Dec Interim - Jun 94§  Comparision|
HEV 17,710,000 36,640,000 ¥ 24,560,000 Y3879 505, 19,284,000 8,043,000 5.4%
PBT £ 2,185,000 £ 4,608,000 £ 3,198,000 +46.4%| PBT £ 410,000 £ 1,021,000 £ 505,000 +23.2%)
EPS 13.30p 27.60p 18.50p +39.1%|EPS 6.00p 14.80p 7.40p +23.3%
Azlan Group plc JBA Holdings plc
Final - Mar 93 Final - Mar 941 Comparisio Inferim - Jun 9 Final - Dec 93} Inferim - Jun 94} Comparisiory
REV AT 195,000 ¥ 61,506,000} +39: elo): N 467,000 38,500,000 ¥287
PBT £ 2,954,000 £ 3,871,000 -£ 1,074,000 £ 4,610,000 £ 264,000 i
EPS 8.40p 12.40p -2.87p 10.23p! 0.19p
L —— S —
Kalamazoo Computer Grou
Interim - Jun Y *oep Hat 3
HEV Y2210
PBT H £ 2 710 000
EPS 3. §-9£ 20D

CentreGold plc e International plc
Final = Jul'a3f Final - Jul 94}~ Comparisiony| Tnfarim - Jun 93 Final - Dec 93} "Interim - Jun 84
REV 167,585,000 E sf,mm*mfm BHEV ¥12,277,000 ¥ 24,576,000 E{2,255,000;
PBT £ 2,715,000 £ 4,030,000 +48.4%4| PBT £ 710,000 £ 1,143,000 -£ 515,000
[EPS 5.63p 7.30p 4|EPS 4.30p 7.00p -5.50p
Clinical ComEutIn lc Learmonth & Burchett Management Systems plc
Tnterim - Jun 93] Final - Déc Final™-"Apr 93 Final - Apr 94§ Comparision
[HEV BT, 780,000 £ 2535855 o1} ¥26,406,000 179
PBT £ 446,000 £ 1,129,000 £ 1,610,000 -£731,000f Proiit to lo
.E-F:S 3.70p _9.1Dp 7.00p -3.30p Profit to los;
Coda Grou Logica plc
Trterim - Apr 99 Final - Final - Jun 93 Final - Jun 94§ Comparsion
\' £Y 421,000 23,450,600 327, 8.0 P27 4347000 YO2E 48000 5.2
PBT £ 427,000 £ 3,752,000 -£ 2,546,000§ Profit to losg £ 9,026,000 £ 13,543,000 +50.0%
[EPS 1.20p 10.60p -8.00p} _Profit to loss]|Ef 8.70p 14.00p +60.9%)
Compel Group plc Lynx Holdings ple
Final - Jun 93 Final - Jun 84§ ~ Comparisio i B3t Fma[i -
REV E 33777000 F54 5427000 248 i) :
PBT £ 604,000 £ 2,062,000 +241.4%
EPS n/a n/a n/a
m——— ——— ==
Computerised Financlal Solutions plc M.A.l.D plc
Tnferim - Jun 93] Final - Dec 937 Intenm - Jun 94 Compansm [nferim - Jun 93 Final - Uec 93; " Tnferim - Jun 94f  Comparision
HEVE ™ ET.838000] £ 8 338838 e 1,404,000 =74 HEV ™ "E2807,746] £ 5,723,509 7T, 527
PBT £ 77,000 £ 330,233 -£ 36,000{ Profit to lossl| PBT £ 207,108 £ 603,176 £ 439,832 +112.4%]
EPS 1.50p _7.30p -1.40p} _Profit to lossl|EPS 0.24p 0.69p 0.39p +62.5%|
Computer People Group plc McDonnell Information Systems plc
Interim - Jun 93 Final - Dec 837 Interim - Jun 84§ Lomparisio PF Interim -Jun 93{ FF Final - Dec S3PF Intenm -Jun 94t  Comparision
REV 52000 YBE, 748,000 E 38079 000; A HEV T R V04400007 Y T4E 280000 R Bl 80000 o A
PBT £ 364,000 £ 1,102,000 £ 733,000 +101.4%]| PBT £ 7,528,000 £ 21,248,000 £ 5,044,000 -33.0%
[EPS 1.45p 4.37p 3.42p +135.9%|EPS _4.86p 13.89p 3.48p -28.4%|
Cray Electronic Holdings plc MR-Data Management Group plc
Final - Apr 93 Final =" Apr omparisio Final ="Jun 93 Final - Jun'84% " Comparision
HEV T 200, 78570 TS A | R FIEIAHEY B4, 788,000 BRI, 000 0.1
PBT £ 29,014,000 £ 26,168,000 -9.8%| PBT £ 8,759,000 £ 6,348,000 -27.5%
EPS 13.80p 8.60p -37.7%||EPS 10.60p 8.00p -24.5%)
p————— = —
CRT Group plc Macro 4 plc
Final - Apr 94 Comparisio Final - Jun 83 Final - Jun 94 Comparision|
HEV 47,338,000 FO 7 HEVY & 23,256,000 F237367,000 48
PBT £ 532,000 -83.9%| PBT £ 10,497,000 £ 11,211,000 +6.8%4
EPS -0.13p} Profit to lossl|EPS 31.50p 34.20p +8.6%
DFIS Data & Research Services plc Micro Focus plc
[ Final = Dec 937 “Tnferim - Ju1 94 Comparisior Tnlerim - Jul 937 Final - Jan 947 Inftenim - Jul 94F Comparision
HEV 62V HEV T40,800,000 TETEAZ 008 T 42,050,000 ¥5I%R
PBT -3.3%)| PBT £ 11,554,000 £ 21,761,000 £ 7,024,000 -39.2%
[EPS -13.0%||EPS 53.50p 101.20p 32.90p -38.5%)
DCS Grou plc Microgen Holdln?s plc
Final =" Jin 83f Final = Jun 94 OMparisiol Tnterim - Apr 89 inal - ntenm - Apr 894 Comparision
HEV 5,545,468 ¥E 75180 +T50%4 HEY R B 740000} NN =K e L% IO [V ) £88 056,000 FI1.28
PBT £ 231,406 £ 426,144 +84.2%| PBT £ 3,758,000 £ 6,700,000 £ 3,441,000 -8.4%
EPS 2.69p 4.32p +60.6%|EPS 6.10p 10.50p 5.50p -9.8%
Dlvlsion Group Flc Microvitec plc
i @nm Apr 04]  COmpansio Ttenim - Jun ggl Final - Dac 93} Intarim - Jun 94 COMpAarision
RAEV ¥ 2,106,000 A REV 555, 70, TR 20,523,000 F1E5%
PBT -£ 892,000 Loss bothl| PBT £ 570,000 £ 1,611,000 £ 1,120,000 +96.5%]
EPS -2.60p{ Loss bothf| EPS 0.78p. 2.05p; 1.24p 4+59.0%
Electronic Data Processing plec Misys plc
Intenm - Mar 8 Fnar. op 93] Interim - Mar 94 Final - May 83 " Comparisiorn
HEV 350,600 ,341,000 78,000 REV ¥ Qa,ﬁﬁ'hﬁmmﬁ
PBT £ 2,341,000 £ 4 672,000 £ 2,061,000 2. 0 PBT £ 18,612,000 +23.1%
|EPS 6.02p 11.71p 5.12p -15.0%4| EPS 31.90p +19.0%)
Enterprise Computer Holdin ﬂ plc MMT COmputlng plc
Final - Gomparisio tig 9 T Al A e
HEV 9 [ e e ST ® 10.3‘61%% e
PBT -€ 2,052,000 Loss bothll:PBT & 2 505,1068
|EPS -2.60p Loss bothll ERS _ 13.10pf
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Sanderson Electronics plc
Irfenim - Mar 93y Final - Sep 93t [rlenim - Mar 94F  Compansion
RUY A0 2R 000 TAL2TT 000 I
£ 1,803,000 £ 3,327,000 £ 2,169,000 +20.3%
3.55p 8.46p 3.98p +12.1%]
Oxford Molecular plc Sema_ Group glc
fnierim - Jun 933 Final - Dec 993 Intenm - Jun 94 Tnfenim - Jun 99| inal - Dec “Interim - Jun Comparision
HEV T 55T,000 ¥ 1,408,000 1,088; ATHEV EE 282 538 000) 1 507,682,000F 208,419,000 2819
PBT -£ 488,000 -£ 1,265,000 -£ 933,000 PBT £ 15,213,000 £ 24,855,000 £ 12,567,000 -17.4%
[EPS -4.40p -8.90p -3.50p Loss bothl|EPS 10.46p 16.62 9.13p -12.7%)
P & P plc Sherwood Computer Services plc
Tnterim - May 93§ Final - Nov 93f Tnlenim - May 94] Comparisio Inferim - Jun 03F " Final - Dec Y3f  Inlerim - Jun 84]  Comparision
HEV T 127,800,000 £ 217,259,000] & 118,500,000 EAHEY YT 37,000 E 2355000 ETTU57,000 0%
PBT £ 2,000,000 £ 4,107,000 £ 2,700,000 +35.0%| PBT £ 541,000 -£ 1,998,000 -£ 88,000 Profit to lo
[EPS 2.10p 4.30p 3.00p +42.9%|EPS 3.40p -35.78p 150p -55.9%
Parlty plc Spargo Consultln? plc
Interim - Jun 83 Final - Dec 93§ Intenm - Jun 34§  Comparisio Interim - Jun 83 inal - Dec 9. ntenim - Jun 34  Comparision
HEV 5,298,000 7Y, 768,000 TN T 000 TEIT AT REY 2,307,000 T4 BEY 000" 2;854,000] *"""'%m
PBT £ 60,000 -£ 228,000 £ 2,023,000 +3271.7%{| PBT £ 272,000 £ 483,000 £ 606,000 +122.8%
EPS 0.61p -1.90p 3.54p +480.3%|EPS 1.52p| 2.58p 3.20p +110.5%)
Pegasus Groug plc Standard Platforms Holdings plc
Inferim - Jun 93 inal - nterim - Jun Thterim - Mar 93 Final - Sep 83 enm - Mar Comparsiony
HEV 5,300,000 7,502,000 £2,275,000 BTAY[HREV EB65,617, F3 161,476 739,955 134
PBT £ 1,017,000 £ 6,930,000 £ 68,000 -93.3%{| PBT -£ 382,695 -£ 1,065,027 -£ 35,640 Loss bolh
[EPS 9.10p 7200 0.70p -92.3%|EPS -9.60p -26.70p -0.90p Loss both
Persona plc Superscape VR plc
TAferim - Jun 933 Final - Dec 943 _ Inlenm - Jun 94§ comparisiornf| PF Final - Jul 83 PF Final - Jul 84} Comparision
HEV LT THE 000 R (R E15,042,000 FIL A REY Y E42,018 R Rk
PBT £ 825,000 £ 1,749,000 £ 1,005,000 +21.8%{| PBT -£ 21,450 -£ 238,024 Loss both
[EPS 5.30p 11.08p 6.00p +13.2%|EPS -0.50p} _ -6.10pi __ Loss both
Phonelink plc Total Systems plc
Final - Mar 93 Final - Mar 94 Final' =" Mar 93 Final - Mar 94~ Comparision
HEY BYrEEEY 1241666 HEV LS (e e L) SN0 A L 2T
PBT £ 30,905 -£ 1,761,000 PBT £ 832,906 £141,918 -83.0%]
[EPS 0.10p -5.00p 6.08p 0.96p -84.2%
Proteus International plc Trace Computers plc
Final - Mar 93 u-msr-%mz' Final - May 93 Final - May 94f _Comparision
HEV 21,000 il —-rﬁmzym g PYE62Y,000 i /4
PBT -£ 3,547,000 -£ 6,618,000 £ 211,504 £ 410,000 +93.8%)
0
[EPS 1352 -24.36p 1.10p 2.33p +111.8%{
Quality Software Products Holdings p Unipalm plc
[nferim - Jun 9387 Final - Uéc 847 Tnlerim - Jun Final = Apr 95} Final =" Apr 94} Comparision
HEY T8 607,000 13,346,543 7,255,000 £8; 390,000 10,753,000 +28.
PBT £ 143,000 £ 553,214 £ 604,000 £ 605,000 £ 272,000 -55.0%)
[EPS 2.00p 6.70p 6.90p: 2.90p 0.89p -69.3
Radlus Tlc Vega Group plc
Inferim - May 93 inal Inferim - Jun 94 Final - Apr 93 Final - Apr 94} Comparisio
REV v 10,723,600 |3 23,273,0 12,325,000 8,085,000 0,703,000 +20.
PBT -£ 466,000 -£ 1,171,000 £ 808,000 £ 1,478,000 £ 2,147,000 +45.3%
[EPS -1.30p -3.00p 1.80p 6.38p 10.01p +56.9%
Real Time Control plc Virtuality Group plc
Final ~War g3 Final - War 54 Trlerim - Jun 93F  Final - Dec 93 [nlerim - Jun 94f Compansio
AEV £'6,114,000 ¥'8,534,000 ¥ 2,444,000 £ 5,400,000 ¥ 4,120,000 768,
PBT £ 492,000 £ 1,387,000 £ 65,000 -£ 365,000 -£ 695,000
EPS 4.90p 13.30p 0.30p -1.70p -2.70p|
Rolfe & Nolan plc Vistec Grou Ic
Final- Fab 93 Final - Feb 94 {O3F i g Final:
HEY 217292000 21D 720,000
PBT £ 1,216,000 £ 1,573,000
EPs 8.85p 6.45p
Sage Grou lc
nlenm - Jun 94f  COmpansiony
004 E02 275000 VT8 000 5149
,,,,,,,, -£ 18,944,000  -£ 18,649,000 £ 1,068,000f Loss to profi
-144.60p -143.80p 3.40pt Loss to profi

k\}"stec had hit a htgh of 31p i m 1994 but colle psed :
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Microsoft in first UK acquisition

‘“Microsoft is after our business when we go banking with
its Intuit acquisition; now it wants to make money out of
us when we are on the road”. So started the
Computergram (2nd Nov. 94) news item on Microsoft's
acquisition of UK NextBase Ltd. The NextBase products,
Automap, AutoRoute and MapBase of which over 400,000
copies have already been sold, will become part of the
ever growing MS Home range and is expected to form
the basis of its personal navigation system codenamed
Marvel. NextBase had revenues of around £7m. No
consideration was given. Broadview acted for NextBase
shareholders.

Readers should reread our articles loosely based on the
theme “growth in the corporate IT market is dead, long
live the consumer”.

7

when aealings recc

Further period of insecurity at Enterprise
Poor old Enterprise will have a nail-biting time up to
Christmas. Their overdrafts with Barclays ( £3.5m) and
RBoS (£1.5m) were due for renewal on 31st Oct. 94.
Enterprise had offered property and their 25% stake in
SRL, which they claim is worth £2.5m, as security. The
banks were a little unsure about this, but have extended
the facilities until 31st Dec. in order to do more “due
diligence”. Enterprise’s move from mainframe to client
server systems was said to be taking longer than
expected. Enterprise shares, although up 10% this month
at 2.75p are down over 90% this year.

(Kalamazoo pays 6x revenue for WIS

we have come across this year for WIS. Cardiff-based
WIS “designs computer systems for companies engaged
in manufacturing and distribution using its Oracle-based
WIS-ANSWER product” . In the year to 31st Mar. 94,
WIS had revenues of just £979K and PBT of £127K. So
the initial consideration of £1.78m (£1.5m in cash, rest in
shares) looks high in its own right. But Kalamazoo is
paying a further £4m if WIS trebles revenues in the next
three years. This price will get many excited - particularly
\as Kalamazoo said it has £20m to spend on acquisitions. /

ICL sells to CA

Computer Associates (CA) has acquired ICL's Open
Systems Management Centre, together with its associated
software products such as Team Distributor. 23 ICL staff
will transfer in a deal said to be worth “more than $6m”.
Source - Computer Weekly 24th Nov. 94.

ICL already has close ties with CA via CA-Unicenter (into
which the purchases willfit). Negotiations are taking place
with CA over ICL's TeamOffice software.

ICL said the “move is part of its retrenchment from
development towards integration and provision of third
party offerings”. Source - Computergram 22nd Nov. 94.
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Kalamazoo (see p10) has paid one of the highest priceJ 3

The others..CMG, which has declared its intention to
float next year, has acquired the software business of
Redcliffe Associates with their FSS client and policy
administration system for financial services providers. As
Redcliffe had revenues of <€1m, one would guess that
the consideration was <€1m too. After CMG’s many
acquisitions, we were surprised to learn that this was their
firstin the UK. MicroAge has taken a 25% stake in one of
its UK resellers - Genisys. “One of the UK's oldest off-
the-shelf PC sellers, Qubié, admitted that it was in financial
trouble”. Source - MicroScope 9th Nov. 94. Virgin Interactive
Entertainment has acquired the multimedia software
activities of US Media Vision which had been in Chapter
11. Kewill Systems has sold the freehold of one of its
properties for £1.3m - £300K more than the book value.
FH Brown Business Equipment has acquired Fairhurst
Instruments which operates Applecentres in Manchester
and Wilmslow. UK Select Appointments has bought a
49% stake in Japan's Niscom Services which specialises
in IT staff. Select paid £3.3m forthe stake. Data Sciences
as acquired the GIS division of Midsummer Computing.
Staff will be relocated to Farnborough. No consideration
was given. Pegasus is to spend £1.75m building a new
HQ in Kettering ‘bringing all employees under one roof
for the first time in many years”. Pegasus has also paid
an initial £90K for the rights to a Windows-based contact
and sales information management system developed by
Omega Computers of Hampshire. Alphameric, whose
recovery under Alan Benjamin we greatly admire, has
acquired the remainder of Alphaserv (previously the
Ambrose Consultancy) for £2.75m to be satisfied by the
issue of 6.88m shares. 2.66m will be placed at 37.5p plus
a further 3.59m to raise £890K additional working cash.
Kode has sold its loss-making TPM subsidiary - DCM - to
Tellus Holdings for £1.5m (Kode paid £3.2m for it in July
92). Kode warned that it was likely to pass on payment of
a dividend this year.

JV, the ‘up to £12m”
rchase of the remaining 49% could
te ©of time on change of ownership.
Division to raise £9.6m

“Serious”virtual reality software developer, Division, has
been the best performer of any of the new issues.
Launched in May 93 at 40p, the shares ended Nov. 94
three times higher at 128p. And that was after a 3:for:10
rights issue at 100p to raise £9.6m for marketing and R&D.
Division said it expected losses of £1.44m (£503K) on
revenues of £5.27m (£2.08m) for the year to 31st Oct. 94
- which is in line with expectations.
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When we reviewed ACT Group's

interim results a year ago, brokers A
were forecasting PBT of over £35m

for 94/95 and the share price was A

160p - off from its 187p high in

1993. ACT had just completed its purchase of BIS for
£93.5m - the last (as it was to tum out) of a string of
acquisitions which had included Kindle and NMW. At that
time, Chairman Roger Foster described the slow down in
organic growth as “a blip” and said that ACT was in a
position “to deliver long term consistent growth”. As readers
will know, we were not so sure - forecasting that “ACT could
suffer the same fate as Misys in 1990/91" when a slow
down in the UK market coupled with enforced product
redevelopment caused the share price to fall which, in tum,
meant that acquisition activity had to ceass.

The analogy was uncannily correct. In June 94 ACT put
out a warning that “the current year’s trading will be
adversely affected, principally in the UK, by the restructuring
of the financial products division and the significantly
increased expenditure on new product development”. The
share price fell to under 100p.

ACT has been through more metamorphoses than most
SCSI companies. It started as a bureau, then changed into
the Apricot PC hardware manufacturer, then back into a
broadly based SCSI company. It is now disposing of
everything which is not related to financial services. Already
this year ACT Cablestream (£5m), Brann Direct Marketing
(£8.15m), ACT Computer Support & Network Si (£14.5m),
ACT Business Systems & BIS Training (£8.3m) and ACT
Sigmex (closed) have gone. That just leaves ACT Medisys
(operating profits of £390K on revenues of £4.6m in six
months to 30th Sept. 94), ACT Managed Services (the FM
business of BIS Perthcrest with around £8m p.a. revenues
but only “breakeven”) and ACT Signex BV. Although
disposals have raised significant cash - in part needed to
pay the £25m deferred consideration to Nynex for BIS -
they have caused a £8.8m loss on disposal, after
accounting for goodwill, in the latest interim accounts.
The warning in June meant that the City was well prepared
for the interim results. These were as follows:

| et

ACT Group - Interim results to 30th Sept.
1993 1994 Change
Revenue £ 107.6m| £ 106.3m -1.2%
e Continuing £ 64.5m £ 83.3m 29.2%
= Discontinued £ 43.1m £23.1m -46.5%
Operating Profit] £ 11.5m £ 9.9m| -14.3%
= Continuing £ 9.6m £ 10.4m 8.7%
o Discontinued £2.0m -£0.5m
Loss on disposals £ 0.0m -£ 8.8m
PBT £ 11.5m| ‘€ 1.0m| -91.3%
EPS 5.24p -1.41p
EPS (adj. for o
sxceptionais) 4.41p 4,05p -8.2%
Dividend 1.75p 1.75p 0.0%

However the interims in 93 included only 3 months of BIS.
On a like-for-like basis organic growth in continuing activities
was around 7%.

Financial services products now represents 96% of profits
and 88% of sales. Of these £73m revenues, 62% are
earned outside the UK. Indeed, international sales of
financial services grew organically by nearly 30% with
operating profits up over 35%. Trading in the UK was
“disappointing” with revenues down 13% and operating
profits slumping from £4.6m to £960K. Mike Hart (ACT’s
MD) told us there were three main reasons for this:

e a substantial increase in R&D
I spend.

e a decline in market demand for
V such products as Quasar; in part
due to delays in new releases.

= volume reductions in the equities market which affected
revenues at NMW. "
Hart said he could not see a retumn to high growth rates in
the UK market and therefore recovery would depend on
getting costs down.
The ACT balance sheet has recovered well with net assets
up on the near zero position in Mar 94 to £11.3m in Sept.
Net cash of cE9m has since been boosted still further by
the £8m paid for ACT Business Systems. ACT now intends
to use this cash to buy back up to 10% of its shares. “Any
purchase will depend upon market conditions at the time
which currently would enhance EPS”. Foster added that
purchases at 100p would definitely enhance EPS; taking
into account the high dividend paid and tax saved. On 22nd
Nov. 94, ACT honoured the pledge and bought 9m (4.85%)
of its shares for £9.27m at 103p. They should have waited
- in the following days they fell to 96p, and ACT could have
bought the shares for £630,000 less.
Comment
Foster was upbeat when we spoke to him. He rightly pointed
out the high international growth, the enviable 12.5%
operating margin and the strong cash/cash generation
position. He stressed ACT’s ‘“resilience” and anticipated a
better second half. Analysts are forecasting PBT of £27m
excluding disposal losses. Foster rounded on us when we
questioned the BIS purchase. “The BIS and Kindle
acquisitions were the best wa have ever done”. But building
the new, and many would consider long overdue, ACT
Distributed Banking Architecture product line has cost £22m
this year; rising to £100m over the next few years.
Clearly ACT have their hands full coping with the existing
portfolio. Acquisitions are off the agenda for the medium
term, hence the share buy back. We have long suggested
that a period of mainly organic growth would be in the best
interests of ACT and it looks as if that's exactly what we
willnow get. That in our view will have a much more positive
effect on the share price than the share repurchase plan.
Indeed any ideas that the announcement would boost
ACT's share price failed to work.
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MDIS recovers as On-Demand crashes - also fell 7% to 93p to under the 95p launch price .
Our CSI Index was unmoved this month despite a 1.2% Wakebourne fell 17% on continued weakness in the TPM
drop in the FTSE100. However, there were some dramatic ~ market. Cray’s shares fell nearly 10% wiping £40m from
rises and falls. MDIS continued its recovery witha massive  their capitalisation (£375m) and losing their pole position
27% rise this month . But the share price is still just under  to Sema (£394m) again.

half the float price. Computer People'’s acquisition of VNG  [28-Nov-94 CSl Index 1517.34
got the thumbs up with a 16% rise this month - that means FTSE 100 3047.10
a 113% increase since the start of 1994. Sage'’s superb ‘és';'.""“ ik ;"" Lo llFies g"‘aucaﬂo.—-—- QGIES
results (see p10) were rewarded with a 12% share price fdox
rise.
0, Q, 0
On-Demand (p2) fell 38% to 66p - now below the float |Month (29/10/94 - 28/11/84)  +0.04%)  -1.19%|  -0.67%
: . From 15th Apr 89 +51.73% +48.38%
price 78p. Although increased losses were announced  |rom st Jan 90 +64.91%| +29.01%
these were expected. MAID also fell 13% in sympathy.  |From 1stJan 91 +114.35%| +41.04%
Bob Morton’s Vistec (p6) tumbled by 29% on their profits ?om }5: ja" g +4i'573§:f +2¥-%§2/’= e
. ’ rom 1istJan =&, o +r. () + - ol
warning. Morton's other quoted SCS| company - Spargo | .~ o4 9.12% -10.86% _5.50%
Share price Share price Cap ion | Capitalisation
Share Price Capitalisation Historic Ratio CSl Index % move % move move (Em) move (£m)
28/11/1994 (£p)|28/11/1904 (Em) P/E Cap./Rev. | 28/11/04 since 20/10/04 in 1994 since 29/10/84 in 1904
ACT £0.96 £178.10m 10.1 0.71 1523.81 -1.03% -32.87% -£1.80m -£85.60m
Admiral £6.37 £72.60m 18.5 1.88 4615.94 -1.09% 31.34% -£0.80m £20.20m
Azlan £1.39 £30.40m 11.2 0.49 604.356 6.11% -47.55% £1.80m -E£27.50m
Caplta £1.67 £91.20m 21.3 1.82 | 5015.02 3.09% -29.83% £2.90m -£21.60m
Cedardata £1.02 £31.20m 16.2 5.10 871.43 9.68% -2.86% £2.70m -£0.86m
Cenlregold £1.04 £41.80m 14.2 0.46 832.00 -0.85% -35.80% -£0.40m -£23.40m
Clinical Computing £0.77 £12.50m 12.3 4.75 620.97 1.32% -37.80% £0.20m -£7.60m
Coda £0.79 £20.70m B.2 0.88 336.17 0.00% -66.38% £0.00m -£40.95m
Compel £1.08 £16.60m 10.5 0.30 872.00 -1.80% -12.80% -£0.30m -£3.10m
Computerised Financial £1.06 £4.98m loss 1.49 1177.78 2.91% 17.78% £0.14m £0.75m
Computer People £2.30 £33.20m 52.4 0.48 946.50 16.16% 112.96% £4.60m £18.20m
Cray Electronics £1.58 £375.10m 18.4 1.38 923.98 -0.71% -1.86% -£40.30m £20.30m
CRT £0.84 £56.40m 20.6 1.18 933.33 -5.62% -14.29% -£3.40m £4.30m
DRS Data & Research £0.31 £11.00m 7.4 0.85 281.82 -8.82% -71.82% -£1.10m -£28.20m
DCS Group £0.61 £5.77m 16.4 0.80 1016.67 8.93% 1.67% £0.47m £1.57m
Division Group £1.28 £43.20m loss 20.77 | 3200.00 2.40% 58.02% £1.00m £15.80m
Electronlc Data Processing £1.43 £37.50m 13.2 2.62 | 4378.44 3.62% -27.78% £1.30m -£14.10m
Enterprise £0.03 £2.13m loss 0.13 22.00 10.00% -91.27% £0.20m -£23.57m
Gresham Telecomputing £0.40 £13.10m 35.9 2.25 430.11 -6.98% -63.96% -£1.00m -£22.40m
INSTEM £1.52 £6.80m 8.1 0.36 1520.00 -0.65% 12.59% -£3.21m £0.43m
JBA Holdings £1.28 £42.30m 13.0 0.57 800.00 -6.57% -20.00% -£2.80m -£10.50m
Kalamazoo £1.19 £45.30m 13.3 0.74 3400.00 -0.83% 18.00% -£0.40m £7.20m
Kewill £2.53 £30.70m 8.2 0.97 1000.00 0.00% 13.96% £0.00m £4.20m
Kode International £0.62 £5.83m 8.8 0.23 288.37 3.33% -61.25% £0.18m -£9.07m
Learmonth & Burchett £0.85 £20.70m loss 0.78 781.67 -5.00% -34.48% -£1.10m -£5.30m
Logica £3.13 £183.40m 221 0.85 857.53 6.46% 14.65% £11.70m £25.50m
Lynx Holdings £0.47 £18.80m 10.4 0.82 1175.00 4.44% 6.82% £0.90m £3.00m
MAID £0.45 £36.60m 68.3 6.40 408.09 -13.46% -59.09% -£5.70m -£52.50m
MDIS £1.26 £126.00m 8.8 0.85 484.62 27.27% -51.54% £27.00m -£134.00m
MR Data Management £1.15 £63.80m 14.4 1.57 456.35 0.88% -43.90% £0.50m -£49.80m
Macro 4 £4.40 £100.30m 12.4 4.12 1774.19 4.02% -35.10% £3.90m -£63.70m
Micro Focus £8.88 £127.90m 10.7 1.53 4288.86 -0.78% -11.20% -£1.00m -£14.10m
Microgen £1.12 £44.10m 11.2 0.83 478.63 -4.27% -24.32% -£2.00m -£14.20m
Microvitec £0.34 £21.70m 16.6 0.62 828.27 4.62% 4.62% £1.00m £0.50m
Misys £4.18 £187.70m 13.1 2.12 1038.80 -1.42% -17.23% -£2.90m £1.80m
MMT £1.80 £21.40m 15.1 1.97 1130.85 9.83% 32.87% £1.90m £6.10m
On-Demand £0.66 £33.70m loss 2.33 B46.15 -37.74% -41.58% -£20.40m -£23.90m
Oxford Molecular £0.49 £18.10m loss 12.84 612.50 -12.50% -38.75% -£2.60m -£11.40m
P&P £0.76 £59.40m 18.9 0.27 340.81 10.14% 18.75% £5.40m £23.90m
Parity £1.26 £46.20m 32.9 2.34 6068.97 -7.35% 14.55% -£3.60m £6.00m
Pegasus £1.53 £0.57m 15.4 1.28 416.89 -4.38% -28.50% -£0.43m -£4.53m
Persona £1.41 £17.00m 12.6 0.74 881.25 0.00% -11.88% £0.00m -£2.30m
Phonelink £2.35 £83.40m loss 67.20 1516.13 217% -35.44% £1.80m -£45.80m
Proteus £2.43 £75,60m loss n/a 2892.86 3.40% -42.28% £2.50m -£39.80m
Quality Software £3.84 £33.40m 55.3 2.50 1010.53 -0.78% -5.19% -£0.30m £1.90m
Radius £0.36 £10.00m loss 0.43 260.87 -5.26% 28.57% -£0.60m £2.36m
Real Time Control £1.56 £10.80m 11.8 1.28 3183.67 0.00% 113.70% £0.00m £5.79m
Rolfe & Nolan £2.00 £24.20m 31 1.80 | 2380.85 6.95% 35.59% £1.50m £7.50m
Sage Group £6.75 £141.10m 14.9 20T 51982.31 11.57% 32.35% £14.70m £36.00m
Sanderson £0.80 £30.90m 0.4 1.31 1361.70 0.00% 0.00% £0.00m £2.40m
Sema Group £4.25 £394.40m 25.6 0.79 1336.48 -2.30% 37.10% -£0.30m £112.30m
Sherwood £0.83 £5.67m loss 0.24 775.00 -7.00% -15.45% -£0.43m -£1.04m
Spargo Consulling £0.93 £11.60m 36.7 2.38 978.95 -7.00% -2.11% -£0.80m -£0.30m
Standard Platforms £0.13 £2.34m loss 0.74 57.77 -10.34% -59.38% -£0.27m £1.04m
Superscape £1.97 £10.50m loss 12.21 984.85 -3.43% -0.51% -£0.30m £0.00m
Total £0.36 £3.60m 37.4 1.72 679.25 0.00% 50.00% £0.00m £1.20m
Trace £0.40 £6.50m 17.2 0.30 | 320.00 11.11% 56.26% £0.66m £0.20m
Unipalm £1.12 £22.70m 125.8 2.1 1120.00 3.70% 12.00% £0.80m £2.46m
Vega Group £2.63 £35.80m 25.56 3.68 | 2073.77 4.12% 15.53% £1.40m £4.90m
Virtuality £2.03 £53.10m loss 9.83 1184.12 17.34% -38.67% £7.90m -£33.40m
Vistec £0.15 £17.80m 7.8 0.40 630.43 -20.27% -39.58% -£7.40m -£11.40m
Wakebourne £0.78 £16.30m loss 0.70 433.33 -17.02% 30.00% -£3.30m £3.80m

Note: CSI Index set at 1000 on 15th April 1989. Any new entrants to the Stock Exchange are allocated an index of 1000 based on the issue price.
The CSl Index is not weighted; a change in the share price of the largest company has the same effect as a similar change for the smallest company.
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Inthe beginning there was MBS, MBS begat Touchstone.
Stratagem bought Touchstone. Touchstone changed its
name to Firstpoint; which by then was an also-ran TPM.
Stratagem tried to sell Firstpoint to Maddox but failed -
which given what then happened to Maddox (now
Wakebourne) was probably a relief.

Assuming you are still with us, Firstpoint announced this
month that PBT for the year to 30th Sept. 94 had
increased by 7% to £1.3m on revenues of £14m. Given
the performance of other TPMs lately, that looks pretty
good.

Stratagem is diversifying into network and deskiop FM
with the establishment of Stratagem Integrated Services.

10

Kalamazoo - “the outlook is good
Kalamazoo (see WIS acquisition p7) has announced a
19% increase in PBT to £3m for the six months to 30th
Sept. 94 on revenues down 4.4% at £28.3m. EPS was up
19%. The recovery was due to a good performance in the
printed forms division, where profits of £1.2m were a third
up on last year. But profits reduced slightly in computer
services to £2.1m (£2.2m) on revenues of £20.5m.

As a pointer to even more exciting things to come,
Chairman Peter Harrop said ‘the group is steadily moving
to achieve larger acquisitions of core businesses in the
UK and throughout the rest of Europe, while retaining a
strong balance sheet....the outlook is good provided the
UK economic recovery is sustained”.
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Research Machines to float
This month Oxford-based Research Machines, or RM plc as we must now call them, has finally announced their
intention to float on the Stock Exchange, with dealings to commence on Christmas Eve. We really do recommend that
you re-read our review in Mar. 94's System House - if only because that was the exact timing we then predicted!

Initially RM was a hardware manufacturer. Withdrawing from this activity was the major reason for the losses in 1992, as
Chairman Mike Fischer soon saw the light like a Roger Foster on the M40 to Birmingham. RM is now an education
software/VAR. It has overtaken Apple and Acom to become the lead supplier to schools with its IBM-compatible software.
Its main products are RM Net LM and RM Window Box. RM sees “significant growth opportunities”in multimedia, integrated

leaming systems, the use

('
Research Machines plc of such things as the
Revenue and PBT Record Internet in schools and
oA Relative to 1988 the expansion of their
coom S2OMeaam  £622m Gk R £65.5m £3.8m | £4m education products into
£80m Ty e g et : i 5m : the home environment.
£40m : | fom After the horrendous
- £6.6m loss in 1992, RM
has boosted PBT by 50%
R =1
" e PET | to £3.8m in the year to
-£20m + 30th Sept. 1994 on static
-g40m - Reveiie --E2m revenues of £65.5m.
i About half the revenue,
e . ooT s and almost all the profits,
now come from software
-£100m 4 ” and services.
-£120m 4 (=™ | A valuation of around
.£140m L  Yearending 30th Septomber B e £30m has been
1988 1989 1990 1991 1992 1993 1994 sugg_este.d. Our initial
\. # reaction is that RM is

worth a PE of c15, at issue, leaving some scope tor new investors to make some gain. But readers should take care as
no new money is being raised as RM already has nearly £7m cash in the bank. The 25% equity floated will come from the
VCs - like Abingworh (15%), Citicorp (15%), 3i (6%), Kleinwort Benson and Rothschild - cashing in. The placing is
sponsored by SG Warburg. Their other SCSI floats in the last two years have been Coda and Azlan which also involved
major sales by shareholders at the float only to be followed soon after by a profits warning and share price crash. We are
sure that Warburg's will take every care to avoid a repeat.
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Peterborough and Datasure “performing well”
CE Heath’s computer services division certainly did
“perform well” with continued healthy growth at
Peterborough Software (HR software) and recovery at
Datasure (Lloyds broker software supplier).

CE Heath Computer Services Actlvitles
Six months to: 30-Sep-93]| 30-Sep-94| Change|
CSl revenue £21.7m £ 23.5m 8%
Peterborough £ 14.3m £ 14.8m 3%
Datasure £7.4m £ 8.7m 17%
CSl PBT £2.1m £2.7m 26%
Peterborough £1.8m £1.9m 8%
Datasure £ 0.4m £ 0.8m 109%

MD, David Laking told us that Peterborough ‘has
successfully achieved its half year targets in complete
contrast to its competitors. We are seeing continuous
strong growth in our PC preduct range with the Open
Systems market also performing well'. Growth at
Datasure was ‘partly as a result of the diversification
programme undertaken in recent years and partly from
their London Insurance Market electronic placing product”.
When we asked Laking about the rumoured sale of his
company, he said ‘the half year statement from CE Heath
says it all - we are a part of their Core Business”. So now
}/ou know!
&1

Another warning from DRS
This month DRS has issued another warning to say that
their sales to schools have deteriorated still further and
that second half figures will be similar to the first half.
This is about a third lower than the forecast issued by
their own brokers - Beeson Gregory - just a month ago.
DRS has been one of the disaster stocks of 1994,
Launched at 110p in Apr. 94, the poor interim results and
the warning have resulted in a 72% collapse to 31p.

Kewill - the German nightmare reoccurs

We have a certain sympathy for Kewill. Sound company,
excellent track record. Then it does one bad acquisition -
Weigang in Germany - and the company comes crashing
to its knees. But after selling Weigang at a very substantial
loss, it bounces back to a healthy £4m PBT on revenues
of £31.8m in the last full year to 31st Mar 94.

The excellent performance has continued in the six months
to 30th Sept. 94. Although disposals meant that revenues
were up just 3% at £16.4m, PBT increased by 23% to
£2.17mand EPS was up 20%. Cash of £600K at the period
end will be enhanced by the £1.3m proceeds from the
sale of one its freehold properties.

Strong performance was recorded in the UK where
operating profits advanced by 25% with good
performances from their Micross and Trifid manufacturing
products. Operating profits increased by 60% (to £720K)
in the USA with the Micro-MAX manufacturing system.
But it was the double-whammy in Germany which spoilt
the show. HAN-Dataport reduced profits by 18% to £440K.
Kewill has sold its German manufacturing systems product

activities in an MBO for £250K. And Kewill's main.

distributor for its CAD-CAM building services products in
Germany - Microway - has collapsed which meant a loss
of royalty revenue of £240K in unpaid royalty revenue (fully
provided for in the accounts) in the first half.

When the problems are sorted out, Microway’s demise
will be to Kewill's advantage as they can take the support
contracts direct rather than through a third party .
Comment

“Overall, the prospects for Kewill remain positive ...the
directors are confident that Kewill will continue to move
steadily forward".

So ended the Chairman’s interim statement to
shareholders dated 22nd Nov. 94 which inexplicably made
no mention whatsoever of the Microway collapse. The
announcement of this on 22nd Nov. caused the share price
to fall by over 10%.

But the really important shareholders had been told at
the briefings on 22nd and the others could read it in the

FT on 23rd (after the share price had collapsed) so, as.

lan Hislop would say, ‘that’s alright then”.
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py &t £5,60

Cheque payable to Richard Holway Ltd.
Richard Holway Ltd., 18 Great Austins,
FARNHAM, Surrey, GUS 8JQ.
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