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“Misys launches an agreed £212m bid for ACT”

CityService 7.5lam Monday 13th Feb. 95

So started one of the busiest few weeks for us on record.
By the time the month ended*we had logged scores of
calls from publications, analysts, investors etc. requesting
the “Holway View”. We also had a most “robust’telephone
session with Misys.
Deal Statistics
Misys offered 120p - 30p in cash, the rest in Misys shares
- valuing ACT at £212m. ACT had closed on 10th Feb. at
77p and Misys at 409p. On those prices Misys was paying
a premium of 57% and a prospective P/E of 22 for ACT
when its own shares were on a prospective P/E of 11.3.
Currently, the average prospective P/E for quoted SCSI
companies is 14 - which on the surface would mean that
ACT had been quite fairly priced at 77p. But Misys point
out that the £15m PBT expected for ACT includes £3-
£5m provisions for reorganisation costs. Stripping these
out infers a profit run rate of up to £20m which, Misys
argues, equates to a more modest P/E of 15.
A : “I— Roger Foster founded ACT 30
» years agoand has been atits helm
through |ts many metamorphoses. In 1990 ACT sold its
Apricot PC hardware activities to Mitsubishi for £39m. With
continued losses since, it was clearly an excellent price
(for ACT!). After that, ACT moved to become a full line
services house. It then decided to concentrate on financial
services, and banking in particular, with its major
purchases of Kindle (Nov. 91 - £34.2m) and BIS (June 93
- £93.5m). To finance these, most of the non-financial
services businesses were sold. A record £28.5m PBT was
made in the year to 31st Mar 94, but since then its been
all bad news. Two warnings later and ACT's share price
had tumbled from its 1994 high of 187p to a low of 74p.
The original £212m bid made this the 2nd largest
acquisition of any UK-owned SCS| company. The biggest
was CGS/Hoskyns for an eventual total of £286m.
It is claimed that the combined Misys/ACT group, with
3,600 staff, will have revenues of nearly £300m, making
it the largest UK-owned SCSI| company by worldwide
revenues. Currently, the combined capitalisation of the
companies is around £326m - about £41m less than
Sema.
The aftermath
Every single article we read about the deal was critical.
The common theme was Misys has paid too much. This
was made even worse by an Investors Chronicle Sell
recommendation in an article which warmed of ‘Misys
gambling that ACT’s business has no more black holes”.
Misys strongly refuted any idea of such impending doom.
But, as a consequence, the Misys share price fell to 319p
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- wiping nearly £50m off their value and reducing the ACT
bid price from 120p to 99p - still a healthy 29% premium.
Foster and the rest of the ACT directors (except ex-Kindle
Kieran Nagle) will depart. Misys has agreed not to
challenge their three year rolling service contract
provisions which will mean a £1.2m payout to Foster and
a further £1.5m to the rest of the executive board. Foster
will also get consultancy fees of £60K in the next year.
Shareholdings

Interestingly, Foster held only 800,000 shares in ACT,
which means in the final exit he will get more from his
service contract than he will from his shares.

There is also an interesting similarity between ACT and
Misys institutional shareholdings with many holding shares
in both. For example, Gartmore is recorded as holding
12.5% of Misys and 8.5% of ACT and the Prudential has
6.9% of Misys and 4.5% of ACT. Misys claims strong
institutional backing for the deal and, as the takeover is
clearly in the interests of their ACT holding, the chances
of Misys shareholders defeating the deal are slim.

Does Misys pay too much?

Our views on this were established wel! before the ACT
announcement...views that seemto be our reader's views
too. Many of you have told us that either Misys had put in
the highest bid for their company or Misys had paid a
price considered, by you, to be unrealistically high.

Our analyses show that, [Misys
indeed, the initial value of |Capialisation Api 1968 __ £2:my
WEW ) Initial value put on 21 acquisitions
seven years of acquisitions |since (excl. AcT) £148m
Value raised from disposals £0m

is now less than Misys is |romi T
currently worth. All that [CapiaTation 27ih Feb 35| tT52n]

work, all that organic growth negated. Our CSI Index is
up over 40% in the same period. Misys points out that
this is because their prospective P/E had slipped to just
8.8 at the end of Feb . - a discount of 37% to the average
prospective P/E of 14. ACT Group

But, taking a pre bid value [Captaisation Apri 1988 __
of £142m, ACT had fared [sme o st
even worse Wlth ItS Value raised from disposals
purchases.

'STOP PRESS STOP PRESS

Capitalisation 27th Feb 95
-The rewew abova Was completed on 27th Feb to meetf

£61m)

£188m
-£77
£172m|
£175m)

in admlmstratlon Atbest the deposu is ﬁ'ozen at worst it
‘could be lost ralsmg doubts as to the vnablllty af tha ACT
 bid. :

J

Continued - page 2
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Misys/ACT - continued from page one

Misys argues that under their control ACT is likely to be
profitable in the next financial year and that the deal “at
least will be non-dilutive to EPS”and ‘there could be some
upside”. Misys cannot be faulted for its strong cost control
and cash management. But they strongly refute
suggestions that R&D will be cut to the bone. “R&D will
increase - particularly on such products as Quasar”, we
were told.
The Misys/ACT coupling will form “a UK based world class
market leader...in the international banking software
sector”. According to most researchers, this is one of the
largest and the fastest growing segments of the IT industry.
And we should point out that Misys is currently expected
to produce PBT of over £25m - up 35% on 1994 - in the
year to 31st May 95.
Does Misys really know where it’s at?
Misys has long argued that it, unlike others, has a clear
objective as a predominately software product based
solutions provider. It would probably argue that this mission
was still valid. But along the route it has taken on hardware
maintenance (now in decline), hardware distribution (now
in decline), has declared its objective of buying in the US
(never consummated) and had a high profile skirmish in
trying to purchase RM plc. The story is strangely similar
to that of ACT.
But, in the end, we still have two main concerns:
e price
We do get the impression of a takeover where the price (aigen S B
was based on the minimum premium required to do the  DST Clarke & Tilley nearly doubles revenues
deal rather than its real value. Also most people we KnoW  |n june 1993 UK-owned financial services system house
have a high respect for Foster’s street-cred. If Fosterwas  g¢jarke & Tilley (C&T) was acquired by US DST Systems
prepared to accept it and quit from his business after 30 (itself part of the $1 billion revenue Kansas City Southern
years, he clearly believed this was the best deal going  |ndustries Corp. - KCSI) for £11m. It was an impressive
ar)d that continuing on could only reduce the value of ACT 4o atthe time given that C&T had reported PBT of £556K
still further. h 1 _ g [ and revenues of £5.1m in the year to 31st Dec. 92. Twice
eand the serious inadequacies of Misys’ PR abilities  reyenue or a P/E of 30+ ain’t bad in anyone’s books.
We .USl‘Ja”y fax our articles to companies bef_ore In the following year to 31st Dec. 93, the accounts for
publication. So a few hours befere we went to press, Misys  ca&T filed at Companies House show revenues up a third
went out of their way to put their side of case. Acase that 4 06 8mbut PBT unchanged. But we all know the vagaries
we have now done our best to incorporate into our review. ¢ pre-acquisition accountin é,
If Misys had taken the trouble to put that case to us, and s month DST C&T claims a 90% increase in revenues.
Othef SSloLS e TS pert)aps i WO,UId not have 4, £15.4m and a 30% increase in profits to £1.3m. We
rece;ve_d such a universally negative rec_ept!on. ) find that claim difficult to verify. C&T says ‘these figures
Assuming the c_ieal goes through (and it is highly unlikely o, 1/ de other group companies such as DST Belvedere
not to) Misys will be the UK's flagship SCSI company. ltis .4 cTDS each of which are accounted separately. Total
surely important that it should treat that the rest of the group-wide tumnover reached £23.8m and the headcount
mdustry, and those that serve it, with respect not dl-.-*.dalrl1 passed 450 by the year end”. '
” | Kcsl also announced “a possible public offering of 51%
of DST Systems Inc. common stock”. DST Systems
recorded revenues of $404m and PBT up 40% at $45.2m.
DST CA&T offers a range of multi-currency, multi-asset

:] arge| software and services from offices in the UK, Europe,
international P’HYBFS (and accept that isunlikely by organic| Australia, South Africa and the US. They currently service
means alone) we would point out that we have never| over 2000 mutual funds and 32m accounts. In the UK the
recorded any acquisition by a UK _S_CS| company, where! most recent win was at Pilkington Pension Services for

: tion of| their PC-based Impart/2 system.

the purchaser which has not hadamajordetnmental effect_ (“Simply the Best” Sage - gets bigger
i ﬂ;e aoqt.tnrer over at least the subsequent two years. | || ot we are accused of overlooking the really good news,
On the latest valuations, Misys will be buy ing 4| | we are delighted to report that Sage is fo increase its

| company >115% of their own valuation. | : ¥ :
Finally our view. The deal is a mistake; probabiy due ;f;n:%ac: ts: ggg:t 36905 g:(:g;;r”centre slailiNeWcacts

more to Lomax' ego than to logic or enhancing shareholder
value. We would be pleased to see the deal abandoned.

—System House ———
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&Sage also reports Q1 trading ‘ahead of forecast”.

2 March 1995




q If you presented P&P’s four year trading record at any analyst's briefing you )

might even get a round of applause. We present, as usual and to the increasing
disdain of certain companies, the longer term performance record; just in case
P & P heads get too big.
pIC But, as readers will know we have been a long term fan of P&P. When the PC
distribution market “hit its nadir” in 1990/91, it was P&P's sirong management
that took the very hard decision to re-focus the business into services. To be fair the decision was not too hard. Many
companies had come to that conclusion. But implementing it, without going out of business in the process, proved
beyond many. Now P&P claims 50% of its workforce are dedicated to “consultancy, implementation and training”.

So P&P's transformation gets unconditional praise from at least this analyst. Latest results for the year to 30th Nov. 94
were  excellent.

Revenues increased | P&P pilc
by 21% to £264m,  Eleven Year PBT and EPS Record
PBT almost doubled § 4™ 1 i

to £8m. Of course, a

£12m |

part (£20m of the § =

revenue increase § ciom L T P&P pl

and £2m of the PBT) = . A Four Year PBT and EPS Record

£8.02m

was _d_u.e to the | eem 4 EPS

acquisitions of :
Computers for £6m 4 Relative to 1984
Business
(Scotland) (max.
£5.34m > May 94) E2m 4
and QA Training o
(max. £18m - Aug. 4 , y _
94). “Both these 1984 1985 1986 1987 1988 1989 1000 | 1991 1902 1993 1994
acquisitions have | Ysarending 30 November
contributed very

o

— 20p

£E4m 4+
—~10p

EPS

positively...and have exceeded our expectations”. But the underlying strength of P&P can be judged by the doubling
of EPS - a superb achievement given the acquisitions. But we should not forget the continued importance of “specialisi
distribution”to P&P. Nordic Datadistribution of Sweden (purchased back in 1990 for £6.4m) helped P&P to increase
revenues from Continentai Europe from £29.5m to £53m.

Shareholders have benefited too. At long last the City seems to have forgiven P&P for that rights issue at 185p in
1990. The 60p rights issue to finance the QA purchase was 93% taken up and the shares have risen by 37% to 82p
\_since. Analysts are now forecasting PBT of £10. Bm for 95 as P&P increases margins from their current low 3%.

)
éd SCSI 'com'pany to ahnduhcelts 3ﬁ st Dec. full year r'esuns 'it 'also beat most

¢ { _ rlvmg force is not polltlcal but due to 1ncreased pressu re on budgets indeed Capita -
anhmpaled accefe;atfng bld act:wtym 1995” Whereas

_ 3 Capita Group plc
performance Capita just expanded into other markets. Ten Year PBT and EPS Record

They have recently been awarded FM contracts by TSB. Relative to 1985
_and Westland Helicopters worth £13m. :
Capita's other divisions - Advisory and Property services
- recorded increas ed proms but more modest growth. § £7m T
'Marglns however, are at least twice those achieved in
the much larger outsoummg business. Chairman, Rod

'Aidrldge anticipates ‘another year of progress"”. 6m T
-_Commant Readers may remember we have had
- umerous complalnts from competitors complamlng that :
' realistically low prices to secure | fsom}

_ 1g contracts. As these criticisms have been
'jmade for at least the last three years, dunng which
_ Capita has continued fo prosper, we must assume they § tim
~ were made out of jealousy or spite. There can be few § rer

£ 7.00m:

£8m 4

£6m +

£4m +

£2m +

readers, surely WhOdO not envy Capita’s superb record Tieas 1688 Asay 988 1988 1960 Asey Asez Aass 1ana
(and market position. ‘ : h, Moszlvrs et o /)
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IPL Group plc
Eight Year Revenue and PBT Record

£ 3sm T Relative to 1807 £2.95m Le3.om

Note:

Financial Resuits for IPL Information Processing Ltd
used to 1992

IPL Group pic Financial Results used for 1993 and 1994

£ 30m +

£1.95m

£5.0m £524K

£ 5.6m 488K

4, 373K
£ Em dE 3mE:

3§ Revenue

PBT

1987 1908 1989 1990 1991 1892 1993 1094
Year ending 30th September

IPL Profit Margin Record

few years they have 30% 29%

consultancy (now 16% of rev:
range of “software verification’ prod
including Cantata and AdaTEST. o i
Valuing a company like IPL must be a mghtmare Flegent'-’: :
Associates reckons an average historic P/Eof 18 forSCSI
trade sales. That would make IPL worth a quite
_ axtraordmary £38m But interestingly, IPL is very similar
in so many ways to Vega which currently has a* _
capitalisation of £35. 7m on a lower PBT of £2 1':11_ o
But Regent found that “solutions prowders were valued
at only 0.8 times revenues. With a minority stake in PL
&:urrently up for sale, which of these extremes you take is b=

1991
1992
1993
1994

(Standard Platforms - still struggling on (S
Standard Platforms is one of the smallest quoted SCSI| companies. .
They provide ‘computerised on-line data filing and retrieval systems”.
They had been at the very edge of extinction for quite some time. In
May 94 they announced £1.1m losses for the 18 months to 30th
Sept. 93 and a group of some 30 private “business angels” But aithough Entarprise announc;ed l ¥
subscribed £450K in a rights issue at 5p per share. £5. ‘lQm on saies of £2 93m' {yes...the
Latest results for the year to 30th Sept. 94 show losses reduced to
£143K on revenues (similarly reduced) of £1.3m. Staff number
reduced from 40 to a low of just 17. The auditors raised doubts P

about its status as a “going concem”unless the new share issue at | | out to the Hanna Group in 1992) have debts of
12p, which was also announced this month to raise £1.5m, is | |£7m and are stlf in negotna!lon with their
successful. Only 34% acceptances were received but the rest of | | bankers..they are stili alive,
the funds required were raised from institutions. Brokers expect | | See under ither "Financfal Re __ru
@eakeven in 1995. Shares closed the month at 13p. )& “Obituaries” next month '

—System House ——— 4 March 1995




Quoted Companies

‘Results Service EJNote::shadéd_a_ﬂasﬁns'amohhéeu this month.

ACT Group plc 1l Gresham Telecomputln? plc
Inlerim - Sep 93 Final - Mar 94} Intenm - Sep 94}  Compansion{| Final - Ocl 93 Ocdl 94 Compansmrl
HEV{ T 107,595,000 & 250,640,000] & 106,337,000 29 HEV 5,823,000 6,507,000 F11.7%
PBT £ 11,531,000 £ 28,469,000 £ 1,006,000 -91.3%|| PBT £ 551,000 £ 708,000 +28.5%
EPS 4.41p 12.15p 4.05p -8.2%||EPS 1.04p 1.32p +26.9%
Admiral plc INSTEM _ plc
Fmal +lJac:9df e Emabs Dec 84 Intenm - Jun 83 Final - Dec 83} Inferim - Jun 94 Comparisio
245, 473.0008 £ 9,505,000 £ 19,254,000 ¥ 8,043,000 -15.4%
7,719,000% £ 410,000 £ 1,021,000 € 505,000 +23.2°/3
S 45:20ps 6.00p 14.80p 7.40p +23.3%
S
Azlan Group plc JBA Holdings plc
[nferim - Sep 94 Final - Mar'54f “Tnterim - Sep 94 Interim - Jun 93 Final - Dec 83§ Intenm - Jun 947 Compansion
HREV ¥ 28,530,000 ¥ 61,506,000 £ 37,735,000 ¥ 25,508,000 ¥ 74,46/,000 ¥ 38,500,000 +28. 17
PBT £ 1,882,000 £ 3,871,000 £ 1,079,000 -£ 1,074,000 £ 4,610,000 £ 264,000 Loss to profi
.EPS 6.30p 12.40p 3.70p -2.87p 10.23p, 0.19p! Loss to profi
Capita Group p[c Kalamazoo Computer Group plc
s Rnal = Dec 93T e Tnferim - Sep 93 Final - Mar 84} Inferim - Sep 547  Compansio
HEVE 2 50168000 562,000 TE0,5171,000 28,263,000 .
PBT 463,000 £ 2,533,000 £ 6,355,000 £ 3,003,000 +18.6%
EPS{ 90p 4.20p 10.20p 4.98p +18.6%
Cedardata plc Kewill Systems plc
Inferim - Sep 93 Final - Mar 84{ Intenm - Sep 54 Tnferim - Sep 93 Final - Mar 84% [nferim - Sep 94 Comparision
REV £ 2,608,000 £ 6,120,000 ¥ 3,726,000 REV 15,999,000 & 31,780,000 £ 16,405,000 +2.5%
PBT £ 998,000 £ 2,715,000 £ 1,337,000 PBT £ 1,757,000 £ 4,043,000 £ 2,166,000 +23.3%
_EPS 2.30p 6.30p 2.80p EPS 10.15p 23.00p 12.16p +19.8%
CentreGold plc Kode International plc
Final - Jul 53 Final - Jul 94 Intenm - Jun 93 Final - Dec 33} Intenim - Jun 54
HEV 167 985,000 £ 91,314,000 EV £ 12,277,000 £ 24,916,000 ri2, | =0,
PBT £ 2,715,000 £ 4,033,000 PBT £ 710,000 £ 1,143,000 -£ 515,000 -172.5%
EPS 5.63p 7.30p EPS 4.30p 7.00p -5.50p -227.9%
Clinical Computing plc Learmonth & Burchett Management Systems plc
Inferim =" Jun'53 Final' =" Dec 93] Intenm - Jun 94 Infenm - Ocl'53 Final'- Apr 94 nlerim - Ocl 947 Tomparision
HEV £, T80,000 £2635,853 27957000 HEV 13,114,060 28,406,000 E77,023;600 555
PBT £ 446,000 £ 1,129,000 -£ 227,000 PBT £ 201,000 -£ 731,000 -£ 3,278,000 Profit to lo
EPS 3.70p 9.10p -1.40p EPS 1.00p -3.30p -13.702 Profit to Iog
Coda Group plc Logica plc
Finar- e gy Final - Oci 84 Final = Jun 93 Final = Jun 947" Comparision
HEV £ 23,450,000 ¥ 23,388,000 HEV £ 217,434,000 T 228,848,000 +9.2%
PBT £ 3,752,000 -£ 7,992,000 PBT £ 9,026,000 £ 13,543,000 +50.0%
EPS 10.60p -27.70p EPS 8.70p 14.00p +60.9%)
Compel Gro Lynx Holdings plc
Mnal sdJun 941 lmenm ‘Degaas - Final = Sep 84 Final - Sep 94¢  Comparision
542 000! : HEV £ 10,807,000 £ 21,523,000 +99.2%)
1,194,0( PBT £ 619,000 £ 2,009,000 +224.6%
.85p .56pt :10.8%/EPS 4.27p 4.50p +5.4%4
Computerised Financial Solutions plc | M.A.I.D plc
Interim - Jun 93 Final =" Dec 83f Tnlerim - Jun 84} "Comparision|| Interim - Jun 93 Final - Dec 93¢ Inlerim - Jun 943 Compansion
HEV £1.538,000 ¥ 3,338,636 ¥ 1,404,000 =14.3%| HEV ¥ 2,601,746 £ 5,723,809 ¥ 3,971,619 +52.774
PBT £ 77,000 £ 330,233 -£ 36,000 Profit to lo PBT £ 207,108 £ 603,176 £ 439,832 +112.4%]
EPS 1.50p 7.30p -1.40p¢ Profit to los%i [EPS 0.24p 0.69p 0.39p
Computer People Group plc McDonnell lnformation Systems plc
Titenm - Jun a4 Final - Dec 837~ Inferim - Jun 94F  Gompansionjl . FPF Final - et 03, ; Final’- Dec 94
AEV 335427000 F68,748000 £ 38,013,000 e e 70 |2 =V Bt 6 (S (1o oo SSEMG i ) 3
PBT £ 364,000 £ 1,102,000 £ 733,000 +101.4%| PBT i £ 21 248 Q00¢ SR £71 57..000
EPS 1.45p 4.37p 3.42p +135.9%||EPS _13.89p : ; 4.83p
Cray Electronic Holdings plc MR Data Mana ement Group plc
Interim - Oct 93 Final - Apr 841 Intenm - Oct 94} Comparisio T T Interim e 937 Final - Jun 54T T Tnlenm - Ded 94 Companslur
‘HEV ¥ 114,308,000 £ 271,718,000 ¥ 135,044,000 AT REY £.18,600,000% L' 40 521,000% £21,310,000¢
PBT £ 7,804,000 £ 26,168,000 £ 10,085,000 +29.2%l PBT: a0 880000 § 6,348,000¢ € 3,440,000f
[EPS 2.49p 8.60p 3.03p +21.7%|EPS "¢ S B20pt o 1 8.00pt S 400p:
CRT Group plc Macro 4 plc I
Interim - Oct 83 Final =" Apr 841 Inferim - Oct 44} Comparisio intenm - Dec 93 Final="Jin 94 “Tnferim - et 84T nsio
HEV U8 487,600 £°47,448,6060 FEE 07000 LGB i=s SERANA 000 {5-7 B (00T o RN SO B oW [0 T 3
PBT £ 472,000 £ 532,000 £ 1,285,000 +1722%|| PET §: . £ 5400,000f £ 11,211,000 £ 5,685,000 +5.8%
[EPS 0.56p ___-0.13p 1.42p +1536%{|FPS § 16.00p .34.90p 16.70pi +4.49%
DRS Data & Research Services plc Micro Focus plc
Inferim - Jul’'53 Final - Dec 93} Interim - Jul 94 Comparisio Inferim - Jul'93 Final - Jan'® Inferim - Jul'847 ~"CTomparisiony
AEV £'6,868;000 ET1577,660 5,756,000 B [ T £ 40,800,000 EHIEAZ000 E 377550 m"'E:m
PBT £ 1,535,000 £ 1,689,000 £ 1,484,000 -3.3%{| PBT £ 11,554,000 £ 21,761,000 £ 7,024,000 -39.2%
EPS 3.47p 3.83p 3.02p -13.0%||IEPS 53.50p 101.20p 32.90p -38.5%4
DCS Group plc Microgen Holdings plc
: Interim Dec 833 - Final - Jun 941 - Interim - Dec 94§ - Comparision| Final - Oct 53 Final - Oct 847 CTomparision
\ B A5 A0 E 007,000 T ShaaYREY T53357,000 EBH,774,000 10,25
R 426,144} s: 105,000§ +156,1%l PBT £ 6,700,000 £ 6,173,000 -7.9%)
fs i annt s -0.88pt +57, 13’3[EPS 10.50p 10.00p -4.89%)
Dlvlsion Group p Microvitec E;Ic
: S pa Interim - Jun 937 Final - Dec 837 Tnterim -~ Jun ”C'B‘r"ﬁ“ﬁ"ﬁ'ﬁgﬁfi
i _’E 5270000 Y7 858 0603 TR A T Y0, 0007 TR 20,929,000 T16.5%
: 'E 1.440,000 : £ 570,000 £ 1,611,000 £ 1,120,000 +96.5%
S -4.30p 0.78p 2.05p 1.24p +59.0%
Electronic Data Processlng ple Misys plc
Final - Sep 93 Firal - Sep 9 Iiterim - Nov 93 3 Final - May 94 § Interim - Nov 94 {1 Compansion
HEV ¥ 14,341,000 £ 14,013, UDO I ] 8,000 £ 63,922,000 +51.9%
PBT £ 4,672,000 £ 4,123,000 £ 8,012,000 £ 18,612,000 £ 11,245,000 +40.4%
IEF‘S s 11.71p 1021D 14.00p 31 90p 16.29:; +15.7%
Emerprlse Computer Holdings plc MMT Compuﬁng plc
Final - Mar 947 Inlerim - Sep D4t Final - Aug 93§ Final - "Aug 941 Compansion
CENEHEEO00T T E 2.930,000 TR 7,067,716 5:10.?3‘5'1?3’9'&’"’""’““%55’.@%
| 26,000f -£ 2.052,000 £ 5 180,000 £ 1,725,549 £ 2,505,106 +45.2%
|§PS 3 PR .ﬂ 3 -2.60pi. nfa 9.00p 13.10p +45 6%
March 1995 5 = Sysiem House =—




of the ‘pleasure”

CentreGold shares crash

It was only four months ago that we wrote
in reporting maiden
resulis from a newly floated company ||
which were “ahead of expectations”. Of
course, it couldn’t last.
CentreGold develops and distributes
entertainment software. After announcing PBT of £2.7m
on revenues of £68m in the year to 31st July 93, they
floated at 125p which valued the group at £50m. The
shares rose io 170p.
But the video games market is now ‘a bloodbath” with

U.S.GOLD

“Bloodbath”

CentreGold warns of losses

— System House ———

On Demand !nformatlon plc Sanderson Electronlcs plc
Final - Jul 93] Final - Jul 94| Final - Sep 94 Final - Sap 94 Compansion
£1858Y,000 ¥'14,487,000 £23 581,000 134,584,600 +44 1%
PBT -£ 1,450,000 -£ 2,617,000 £ 3,327,000 £ 4,228,000 +27.1%]
EPS -3.90p -5.70p 6.30p! 7.30p +15.9%
=== e =
Oxford Molecular plc Sema Group plc
Intenm - Jun 93: Final - Dec 83t Intenm - Jun 54 Inferim - Jun 83 Final - Dec 9 Intenm - Jun 94§ Comparnsion
REV 597,000 1409, 1) T 242 538000 T 501,802,000f T 298,419,000 EY 206 (A
PBT -£ 488,000 -£ 1,265,000 -£ 933,000 £ 15,213,000 £ 24,855,000 £ 12,567,000 -17.4%
|EPS -4.40p -8.90p -3.50p] 10.46p 16.62p 9.13p 12.7%
P & P plc Sherwood Computer Services g c
Fhial= Nov 84 Trlerim - Jun 93 Final - Dec 93F  nterim - Jun 941 Compansion
263,930,000} F 11,837,000 T 33567,000 11,857,600 0%
£ 541,000 -£ 1,998,000 -£ 88,000{ Profit to loss{
p 3.40p -35.78p 1.50p -55.9%
Parit lc S ar%o ConsuItInF plc
Trfenim - Jun 9a3  Final - Dac Qg'"'fﬁ'ienm =Jun 94 Tnferim - Jun QJ' inal - Dec 03} Intenim - Jun Ba) _ Compansiony
HEV v, 258,000 19,768,660 T 38 803,000] £ 27307,600 4,860,000 2 B54600 +2871%
PBT £ 60,000 -£ 228,000 £ 2,023,000 £ 272,000 £ 483,000 £ 606,000 +122.8%
[EPS 0.61p -1.90p 3.54p 1.52p 2.58p 3.20p +110.5%]
Pegasus Group plc Standard Platforms Hold[n%s plc
Final= Dec 3ap 55p s B Sap 041 Compansion
280
-1 “bot
=
Persona plc Superscape VR
Trterim - Jun 933 Final - Dac 93} ntenm - Jun 94 Compansior{| PF Final - Jul 53 PF Hinal - Jul 53] Compansion
HEV E1 188600 Y22 82000 #95,042,000 T3 AYHEY Y E4Z 01y HHEY 192 i i /4
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 -6.10p Loss both
Phonelink plc Total Systems plc
Tnferim - Sep 93] Final - Mar 847 Inferim - Sep 94 Comparisio Inferim - Sep 847" Final - Mar 84} "Tnlerim - Sep 847 Compansion
AEV T 586,000 T 1237000 797,000 7 T 1,079.04% T2 002,420 1,096,697 T8
PBT -€ 301,000 -£ 1,761,000 -£ 1,963,000 £ 12,330 £ 141,918 £ 7,460 -39.5%
[EPS -0.80p -5.00p -5.50p 0.07p 0.96p 0.04p -46.6%
Proteus '“197“3“0“3.!,..%._93 Trace Computers plc
Thtenm - Sep 933 Final - NMar 94} nterim - 9ep Final - May 93 Final = WM&y Y47 Comparsiory
REV Nl NIl Nil 043, E 18.625‘.595‘"‘““‘2?1‘3%
PBT -£ 2,733,000 -£ 6,618,000 -£ 3,666,000 £ 211,504 £ 409,901 +93.8%
EPS -10.03p -24.23p -11.94p 1.10p 2.33p +111.8%
Quality Software Products Holdings Unipalm plc
Tnterim - Jun 933 Final - Dec 94§ Interim - Jun 94 Tnfenim - Ocl 93 Final - Apr 94}~ Inferim - Ocl 94]  Compansion
REV 6,607,060 ¥'15,345 543 7.268,00 4,543,000 PG, 758,000 7,804 000; +57.
PBT £'143,000 £ 553214 £ 604,000 £ 148,000 £ 272,000 £ 149,000 +0.7%
EPS 2.00p 6.70p 6.90p 0.50p 0.89p 0.47p -6.0%)
Radius plc Vega Group plc
Tniernim - May g3 Final - Dec B3 Tnfenim - Jun 94 Intenm - Ocl 83 inal - Apr 94 Inlenm - Ocl 94 (..ompansmn
HEV 10,723,000 23273000 12 325,000 3,577,000 F5.753,000 T, 710,000 T8
PBT -€ 466,000 -£ 1,171,000 £ 808,000 £ 757,000 £ 2,147,000 £ 1,020,000 +34.7%
[EPS -1.30p -3.00p 1.80p 3.54p 10.01p 4.76p
Real Time Control plc Virtuality Group plc
Thtenim - Sep 033 Final - Mar 94 Infenim - Sep 94, Tnterim - Jun 93] Final - Dec 93f _ Intenm - Jun 94;
HEV ¥H578,000 P 5EY 060 3 3,4‘9‘1260‘6, ““““““%‘3‘7“2’” 10,444,600 5,400,000 ¥, 150,000
PBT £ 424,000 £ 1,387,000 £ 1,050,000 £ 65,000 -£ 365,000 -£ 695,000
EPS 4.10p 13.30p 12.DOpE 0.30p -1.70p -2.70p
e e ~—
RM plc Vistec Group plc
Final - Sep 94 Intenm - Oct 953 Final - Apr 94F Interim - Oct 54
REV 765,453,000 TR AEY Y T7830,000] ¥ 45078]
PBT £ 3,769,000 +49.3%4| PBT £ 1,126,000 £ 3,409,000
[EPS 14.20p n/d|EPS 0.62p i ;
Rolfe & Nolan plc Wakebourne qlc
: Trlerim = Alg 983 Final - Feb 94} " Tnlerim - Aug 94%  Comparisiory| Inferim = Jun 937~ Final- Dec d nterim - Jun
REV T"8,055,000 F12,720,000 ¥7,104,000 73 REV ¥ 12,004,000 T 55,275,000 T 18,172,000
PBT £ 609,000 £ 1,573,000 £ 742,000 +21.8%| PBT -£ 18,944,000  -£ 18,649,000 £ 1,068,000
|EPS 3,00p1 = Ga.45p : 2.90p -3.3%|EPS -144.60p -143 80p 3.40p
age Group plc g i o, o T
i S g I’Fm| sepwATComganae| PTiCes reducing by >70% and a 25% decline in the market
BEV BT B 000 L] o size as customers move to newer technology. None of
PBT £ 9,656,000 £ 14,252,000 +47.6%| this was anticipated at the launch or even at the last
EPS 32.50p 45.40p +39.744| announcement four months ago of their 48% increase in

PBT to £4m for 1994, Indeed, until Feb.
95, brokers Smith New Court had been
forecasting PBT of £5.3m.
But on 21st Feb. 95, CentreGold issued a
warning that an interim loss of £3.6m
would soon be announced and Smith New
Court hurriedly revised their forecasts to
a £1.5m loss for the year.
The shares crashed by 57%; from 105p to 45p this month.
Interesting, isn't it, that as well as cashing in at launch

time their CEO Geoff Brown sold 1.4m shares at 98p only

last Oct?
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Hello Heath Computer Services
Insurance brokers CE Heath has bought 60% of Saffron
Computer Services for £528K. The remaining 40% can
be purchased during the next three years. Saffron, which
develops housing management systems, made PBT of
£200K on revenues of around £5m in the year to 30th
Sept. 94. It is reckoned that the housing sector computing
market is worth “£700m and growing".

Atthe same time, CE Heath has formed Heath Computer
Services (HCS) bringing all their SCSI activities
(Peterborough Software and Datasure) activities
together. HCS now has revenues “approaching £60m”.
We have commented on many occasions that
Peterborough and Datasure were acquisition candidates.
There are very few non-IT companies that have made a
long term success of their SCSI divisions. Most have been
sold. Perhaps the formation of HCS is a step towards their

C eariy now a candtdate for regradmg"as a SCSI stock

: are we[l known -
'Sorbus tmtlatwe IS far more than

it is in serious decline.

(Admiral “Another Boring Record Year” )

The others...RPS Group has purchased certain assets
from Laser-Scan including the rights to their Horizon
software product for £124K. Jeff Trendell's Arrival
Systems has acquired Cypher “a CA-Cljpper software
house”. Cypher made PBT of £20K on revenues of £300K
to 31st July 94. Merit Computer Solutions has bought
the DocuPower imaging product division of Danetre
Business Systems which went into receivership in Jan.
95. Network Imaging UK has paid ‘“a six figure sum”for
the assets of Autodesk reseller Autocim from Corporate
Computers. As previewed last month, Proteus
International has raised a further £2.6m in a placing at
175p per share. Will it be enough?

We kept the presses open on 28th Feb. to record the
headline news from Admiral. We will do our usual in-depth
review next month.

Results for the year to 31st Dec. 94 were stunningly good
and maintained Admiral's unbroken record of EPS growth.
Revenues increased 35% to £49.5m, continuing operating
profit was up 29% and EPS up 23%. In fact the headline
results were even better than that. In Aug. 94, Powersoft
paid Admiral for a 51% stake in a new joint venture. This
resulted in a £1.9m profit on disposal. Including this, PBT
rose by 68% to £7.7m and EPS was up 63%.

“All our companies saw demand...rise in a most
encouraging way...our order book is in a stronger position

ICL was recently 'hppomted as the first gfoba! prowder of
PC-based services to the Shell Group, which has some
180,000 PCs worldwrde Few others are capable of .
providing suich a service. =
ICL Sorbus starts with 100 service cemres m 15 countnes :
5,000 staff and annual revenues of over £500m it
cornpnses five main dwus;ons :
- sdesktop
_» point of sale (EPOS, EFPOS etc }
e professional services (i.e. ICL's Powercff Four)
e logistics (spares etc.)

Success will depend on ICL developing the hlgh margln
parts of the business, like pan-European desktop services
- considered as one of the fastest growing outsourcing
markets, rather than its conventional hardware
‘maintenance activities.

ICL Sorbus and CFM, which this month announced a
£30m/5 year outsourcing deal with London Underground
will report to Paul Whitwam

ICL Enterprises

The ‘new”ICL Enterprises brings together all of ICl's
systems integration operations, including Government,
Major Companies (GMC) and Openframework. It will have
over 2,000 staff and revenues “expected io double to over
- £350m in 19957, Typical recent contracts include the
departure control sysiem for Eurostar and the installation
of an automated cash dispensing system for Bank Gdanski

| than last year”. Far be it from us to argue, Clay. e
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Tota] Gro
TOP TEN DEALERS Countne_s of i'-!en-'ennue:1J Sales - Sales- | Growth
in EUROPE D 1994 1993 | 1994
1 |Computacenter UK, France $775m| $563m| $775m| 38%f
o |[EAHELED g::;;lUK' En $677m| $565m| $677m| 20%f
3 |Compunet Germany $589m $436m| $589m| 35%}
4 |ISTA France $576m $516m| $576m 12%
ECS Fr,Ger,UK,
5 Benelux, It $1,903m $360m| $396m 10%}:
6 _|Informatica el Corte Ingles | Spain $163m| $160m| $244m| 53%}
7_|Specialist Computer UK 3360m|  $149m 235m|  58%}
8 |P&P UK, Bel 5376m $217m 229m 6%}
9 |M&S Germany 217m $173m 217m 25%}
4 10| Getronics Neth, Den, Nor 5199m $199m :
Source - Microcomputer Dealers - Eurog Top 400 - Passant Publishin

assant Publishin

The other UK-owned companles in the Top en are P&P
and Spemallst Computer (SCH) although both haVe-:;
5|gn|f|cant revenues from other actlvmes li ke dtstrlbutlon '

e 'who wish to expand into the co_mputgng services arena.
JBA prospers MDIS - not as bad as expected
JBA announced this month that its first full year results ~ Results at McDonnell Information Systems (MDIS) for
(to 31st Dec. 94) as a quoted company would show the yearto 31st Dec. 94 showed |:_)ro-fon'na PBT down 57%
revenues up over 20% from £74.5m to “over £90m”with  at £9.1m on revenues down slightly at £148.9m. (For
US sales up over 50% at $53m. At this point readers statutory figures, see Results Service p5). We expected
should pinch themselves and remember that currently ~ Worse. The share price moved up to 76p on the news.

JBA's business application products are all IBM AS/400 W%h.:-tve cove;ed the disasters z.at MD(IDSdsincef th?:lr ";at at
based. (As in “news of my death is exaggerated”) SN T 5 G U] (B, U LD RO

The audited results will not be announced until early April. % banktnq System Whlch didnotimateridlice apd lqcal govt.

Brokers Kleinwort Benson are currently forecasting PBT uncerla-mtles (fsee SRR PRl hqw D SELelurs) LT

Glaar 40T ot 65T the main culprits. MDIS has now laid off 100 staff and the
P 7 g . 1994 results include £1.1m for this.

It is a salutary lesson to those thinking of a float that JBA

: But let's look on the brighter side for once. The losses at
was one of the last SCSI floats in June 1994. Placed at : :
e : the recent tion were £1.8m - £700K
160p, this inferred a modest launch P/E of 16 which DiniliiedGhessiopeial

than d FM services are doi
Chairman and Founder Alan Vickery admitted “was lower lags HepxpecladtMDIS AN edong

5 - = e well, the local gowvt. sector is waking up, the end year order
than anticipated just two months ago”. Although sinking 01 is 219 up (at £38m) and MDIS has recurring revenue
to a low of 126p, JBA's share price is currently largely

4 : of £78m. Net assets are still a respectable £44.5m, including
unaltered at 168p. If current estimates are met, JBAis  £g 1m cash. Plus an historic P/E of 14, some good hopes
trading on a prospective P/E of 10 which the Investors :

, _ > for significant recovery and a ratio of revenue to
Chronicle recently commented was “high enough”. capitalisation of just 0.5.
Really?

On these ﬁgures MDIS is now Iooking decidedly cheap.
( SRH facing cash problems o )
Third party maintenance company SRH (Systems Rettablllty Holdmgs) is facmg senous fmanczal drff cultles Last month
it wrote to creditors saying that losses in the last year had eroded cash 1o such an exrent that!t‘ has serlous:jf !mpact‘ed
on its ability to pay its creditors”. L L
SRH has had an interesting history since its days asa lelephone momtonng equ:pment manufacturer Then e Hi sdown
Bob Evans took on the by then quoted company and used it as the base to build a SCSI company by aoqutsmon
indeed by 1990, the group had revenues of £183m and PBT of £7.5m. It then all went disastrously wrong. The TPM
part did an MBO with VC Murray Johnstone holding 55% of the stock and the remaining quoted bit was renamed
Enterprise Comptiiers. Enterprise (which still owns 25% of SRH) has had its own financial difficulties and is stillin talks
with its bankers (see p4). SBH had appeared to be doing OK, Latest repoits at Companies House show revenues of
£25m and PBT of £1.3m in the year to 31st Dec. 93 Net assets stood at £4.1m with £878K cash. :

SRH say that they are in the process of raising further funds from shareholders which “wil/ return ft to pmﬁtabmtyand
\ensure creditors are paid in full”. Seurce - - MicroScope 8th February 1995.

:System House 8 March 1995
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SCSI shares “Big Losses - big Gains”
oSS B WETIaeT —

orices on 271 : :
But before the Misys admission on 28th Feb. of having
£10.3m on deposit at Barings, their share price had fallen
24% in the month writing £47.6m from their value. At the

issued a Buy recommendation and the shares recovered
by 27% this month. MAID is also recovering; up 23% to
80p - still less than the 110p launch price. DCS also gained
20% on the encouraging interim results (pi1).

27th Feb. 95 CSI Index

FTSE 100
FTSE SmallCap

CS| Index = 1000 on 15th April 1989

other end of the scale ACT shares were the highest riser -  |€hangas >
up 34% (or +£37.4m) in Feb. o
But CentreGold (p6) got the wooden spoon - down 57%  |Month (30/1/95 - 27/2/95) -2.33%|  +0.98%|  -1.00%
(or £26m) on a profits warning. Proteus shed 19% on yet |From 15th Apr 89 +43.41%| +47.32%
anotherrights issue at 175p. The participants must be sick IE’°'“ }5: ja“ g“;’ :gg-ggz’ *33-323’

. . . rom istJan + o o + 2 o
- the share price is now 149p: And our least favourite srr}all From st Jan 92 +a725%|  +21.35%
company - Total Systems - is down 18% at 31p - again. From 1st Jan 93 -10.01% +6.28%| +22.06%
Investors are ‘re-evaluating” the potential at Kode after |From 1stJan84 -14.11% -11.50% -9.38%

o,
the losses and the sale of DCM. Brokers Hoare Govett LErom istJan95 -4.34% -1.31%] _ -3.03%
Share price Share price Capitalisation | Capitalisation
Share Price | Capitalisation Historic Ratio CSl Index % move % move move (Em) move (Em)
27/2/95 (£p) 27/2/95(Em) P/E Cap./Rev. 27/295 since 30/1/95 in 1995 since 30/1/85 in 1995

ACT £0.98) £174.70m 10.4 0.70 | 1571.43 33.78% -0.50% £37.40m -£0.90m
Admiral £6.34 £72.30m 18.6 1.46 4594.20 -0.16% -0.16% -£0.10m -£0.10m
Azlan £1.21 £26.40m 9.8 0.43 526.09 -8.68% -8.70% -£2.50m -£2.90m
Capita £1.54 £84.40m 14.7 1.14 4624.62 2.67% -6.10% £2.20m -£5.10m
Cedardata £0.90 £27.50m 14.3 4.49 857.14 -7.22% -10.89% -£2.20m -£3.40m
Centregold £0.45 £19.40m 6.2 0.21 360.00 -57.14% -61.21% -£25.70m -£27.30m
Clinlcal Computing £0.60 £9.72m 9.6 3.70 483.87 -4.76% -10.45% -£0.48m -£1.18m
Coda £1.00 £26.20m Loss 1.12 425.53 -1.96% 29.87% -£0.50m £6.00m
Compel £1.14 £17.40m 11.0 0.32 812.00 4.59% 4.59% £0.80m £0.80m
Computerised Financial £0.80 £4.23m n/a 1.27 1000.00 -12.62% -12.62% -£0.61m -£0.61m
Computer People £2.24 £54.70m 51.0 0.80 921.81 -3.45% -7.44% -£1.90m -£4.60m
Cray Electronics £1.41 £334.70m 16.4 1.23 B24.56 -7.24% -12.69% -£26.10m -£48.70m
CRT £0.76 £51.10m Loss 1.08 B844.44 -3.80% -3.80% -£2.10m -£2.10m
DRS Data & Research £0.28 £10.10m 6.7 0.87 254.55 -9.68% -12.50% -£1.00m -£1.30m
DCS Group £0.79 £7.50m 22.2 1.18 1316.67 19.70% B.22% £1.23m £0.58m
Division Group £0.95 £41.70m Loss 7.91 | 2375.00 -8.65% -18.80% -£4.00m £2,20m
Electronic Data Processing £1.37 £35.90m 13.4 2.56 | 4194.73 -2.14% -4.20% -£0.80m -£1.60m
Enterprise £0.03 £2.37m Loss 0.14 24.00 -7.69% 50.00% -£0.20m £0.82m
Gresham Telecompuun.g £0.32 £10.50m 24.2 1.61 344.09 -15.79% -13.51% -£1.90m -£1.60m
INSTEM £1.44 £6.48m 8.6 0.34 1440.00 -4.00% -4.00% -£0.27m -£0.32m
JBA Holdings £1.68 £55.40m 17.1 0.74 1050.00 4.35% 10.53% £2.30m £5.20m
Kalamazoo £1.03 £39.40m 11.6 0.65 2942.86 -5.50% -5.50% -£2.10m -£2.10m
Kewill £2.62 £31.70m 9.6 1.00 | 1035.57 3.15% 9.62% £1.00m £2.70m
Kode International £0.66 £6.27m 9.4 0.25 306.98 26.92% 24.53% £1.38m £1.28m
Learmonth & Burchett £0.87 £19.00m Loss 0.72 725.00 12.99% 8.75% £2.20m £1.60m
Logica £3.08 £190.30m 21.7 0.83 843.84 -1.60% -5.23% -£3.10m -£10.50m
Lynx Holdings £0.43 £18.10m 9.7 0.84 1075.00 -2.27% -8.51% -£0.40m -£1.70m
MAID £0.8B0 £65.00m 115.9 11.36 727.27 23.08% 15.94% £12.20m £8.90m
MDIS £0.69 £69.00m 14.3 0.47 265.38 1.47% -31.68% £1.00m -£32.00m
MR Data Management £1.17 £65.30m 171 1.61 464.20 -3.31% 6.36% -£2.20m £3.90m
Macro 4 £4.00 £86.80m 11.3 3.56 1612.80 -4.31% -B.68% -£3.90m -£8.20m
Micro Focus £7.50 £108.00m 8.1 1.28 | 3623.19 -9.96% -8.54% -£12.00m -£10.10m
M{crogen £1.08 £42.60m 10.8 0.72 461.54 -7.69% 5.88% -£3.50m £2.40m
Microvitec £0.34 £24.70m 16.8 0.70 | 817.07 -5.63% -8.22% -£1.40m £1.40m
Misys £3.18| £151.80m 10.0 1.63 | 783,53 -23.87% -22.00% -£47.60m|  -242.90m
MMT £1.93 £21.80m 15.3 2.01 1148.81 -2.53% -5.85% -£0.60m -£1.30m
On-Demand £0.64 £32.60m Loss 2.25 820.51 -4.48% -4.48% -£1.60m -£1.60m
Oxiord Molecular £0.61 £26.50m Loss 18.79 762.50 -8.96% 1.67% -£2.60m £4.40m
P&P £0.82 £64.10m 9.8 0.24 367.71 -1.20% 10.81% -£0.80m £6.20m
Parity £1.15 £48.20m Loss 2.44 6388.87 0.00% 8.73% £0.00m £2.00m
Pegasus £1.49 £60.39m 12.0 1.95 405.99 -3.87% -0.67% -£0.38m £0.00m
Persona £1.73 £20.90m 15.5 0.91 1081.25 -0.57% 8.12% -£0.20m £1.60m
Phonelink £1.85 £65.70m Loss 52.04 11983.55 2.21% -13.15% £1.40m -£9.90m
Proteus £1.49 £48.60m Loss n/a 1773.81 -19.02% -14.86% -£8.40m -£5.80m
Quality Software £3.66 £31.80m 52.7 2.38 963.16 -4.44% -4.44% -£1.50m -£1.50m
Radius £0.33 £9.17m Loss 0.38 239.13 -5.71% -13.16% -£0.56m -£1.43m
Real Time Control £1.68 £11.80m 12.8 1.38 3428.57 -5.08% -1.75% -£0.60m -£0.20m
RM £1.90 £32.00m 12.2 0.49 1085.71 -7T.77% -T.77% -£2.70m -£2.70m
Rolfe & Nolan £1.77 £21.60m 28.2 1.70 | 2107.14 -3.80% -4.32% -£0.80m -£0.80m
Sage Group £7.28| £154.50m 15.9 3.04 | 5607.69 9.13% 8.16% £14.90m £13.60m
Sanderson £0.88 £34.80m 12.8 1.02 1497.87 3.53% 11.39% £2.10m £4.40m
Sema Group £3.95 £367.70m 23.8 0.73 | 1242.14 -1.00% 3.19% -£3.80m -£10.90m
Sherwood £0.95 £5.89m Loss 0.25 | 791.67 7.95% 18.75% £0.43m £1.01m
Spargo Consulting £0.87 £10.90m 34.3 2.24 915.79 -2.25% 4.40% -£0.20m -£0.50m
Standard Platforms £0.13 £4.07m Loss 3.11 57.77 4.00% ~7.14% £1.82m £1.55m
Superscape £2.02 £10.70m Loss 12.44 1020.20 0.00% -0.88% £0.00m -£0.10m
Total £0.31 £3.10m 32.2 1.48 584.91 -18.42% -11.43% -£0.70m -£0.40m
Trace £0.46 £6.44m 21.9 0.35 368.00 -8.00% 12.20% -£0.56m £0.71m
Unipalm £1.25 £25.60m 140.4 2.38 1250.00 -0.79% 5.93% -£0.20m £1.70m
Vega Group £2.53 £35.70m 25.5 3.68 2073.77 -1.94% -3.80% -£0.70m -£1.50m
Virtuality £2.09 £55.20m Loss 10.22 1229.41 -7.52% -5.43% -£4.00m -£2.60m
Vistec £0.14 £17.20m 7.6 0.38 608.70 3.70% 7.69% £0.60m £1.20m
Wakebourne £0.69 £15.20m Loss 0.65 383.33 0.00% -12.66% £0.00m -£1.30m

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 CSI 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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£160m —

£130m -+

£120m =

only .
you can Iay at CMG’s door is that they are
unexciting - in fact they are now overdue
for a coveted Systern House boringaward.
Comment Over 95% of CMG stock is held
by employees. The last dealmg day in Apr.
1994 had set a price of 740p, valuing CMG
at around £115m. This, because of the high
tax charge, represented a PIE of 21 (basedi:i -

£100m -

£90m

Revenue
L=

CMG Computer Management Group

ﬂ Oporating Profit

£06m £8.6m

1960
Year ending 318t December

Five Year Revenue and
Operating Profit Record

Relative to 1990

— £14m

Revenue

— £11m

= £10m

|— £8m

Operating
L Profit

1081 1002

1094

much more than 12. In other WOrds it was p035|ble that .

FI doubles profits

Judging from our mailbag, there are
a large number of CEQ's who
believe that:

F eI+ GROUP PLC

the prospective P/E (i.e. the P/E
applied to results to 30th Apr. 95)
will probably be quite reasonable.

= you cannot have high growth without acquisition.

=it is unrealistic o expect PBT and EPS to grow in tandem.
Indeed, this edition is full of reports of companies which
unfortunately subscribe to this maxim.

Fl Group is clearly an exception. Results for the six months
to 31st Oct 94 show revenues up 53% to £28.4m, PBT
more than doubled to £1.52m and EPS was up 94%. This
was all achieved without a single acquisition.

What has caused this exceptional performance, of course,
is FI's success in winning new Application Management/
Strategic Partnership contracts. The results include the
first six months of the £21.5m/7 year deal with The Co-
operative Bank which involved 128 staff transferring. Fl
reports a host of other new coniracts in the period including
Barclays Bank, Britannia Building Soc., Granada, Manweb,
Scottish Hydro Electric, Standard Life, Tesco and TSB.
Fl Group has also announced that their internal share price
has risen by a modest 13% to £9.20. As readers know, FI
hiked their share price by 85% in Sept. 94, so the share
price has actually risen by 77% in the last year. Fl is now
valued at £22 4m. Although this equates to a seemingly
high historic P/E of 18.7, clearly FI hopes to continue its
dazzling results for the year which ends in April. Therefore
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£3.14m and EPS up 25%.
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Indeed, if you take the performance in the 12 month period
1st Nov. 93 to 31st Oct. 94, the P/E has already reduced
to a more modest 13.9. Fl will certainly want to avoid the
internal share price being higher than that applicable as a
quoted company. (See CMG above)

Readers will know of our respect for Fl and its renaissance
since 1990 under CEO Hilary Cropper. Their business
strategy since, particularly AM, was exactly right for the
times. The future could be even brighter. Fl is improving
its margins, but at 5.3% there is still further to go. That will
boost EPS - and the share price - and make Fl one of the
best new issue candidates when (if) Stock Exchange
sentiment eventually improves.

_MR Data Management bounces back

94. Howevar results for the six months to 31st Dec. 94
show revenues up 8.7% at £21.3m, PBT up 18% at

Growth prospects look good for the UK. data transcnptnon _

‘arm, the document scanning services operattons andthe

\US division, said Chairman John Redmond. J
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Tales from the Motor Trade

There are two main suppliers

i “\ of systems to motor dealers
NN
@*‘\_‘—:-'—-_:' === —

*d =0

- Kalamazoo with almost a
50% share and DCS with
around a 25% share. Apart
from (of course) both being
avid System House readers, they both made news this
month - but for entirely different reasons.
DCS - “Nice little motor” In Feb. 94, Nesco sold its
Nigerian interests and concentrated on its SCSI
operations under the DCS banner. In Mar. 94 they
completed a 1-for-3 rights issue at 55p to raise £1m and
then bought Motis (£300K), GSI UK (£400K), a stake in
French Aagic SAand European Dev. & Systems (Spain).
This month they have announced results for the six months
to 31st Dec. 94, which include full period contributions
from the acquisitions. Revenues increased 54% to £4m,
PBT was up 156% but to a still low £105K. More
impressive, given the acquisitions, was that EPS rose by
57%. The figures included a further £535K spent on R&D
for the “finalisation of the new Global DMS in preparation
for delivery to the market”- all written off , we are pleased
to see! Global DMS is a “pan-European, UNIX/Open
systems product for retail motor dealers”. Its launch “was
an outstanding success and 20 new contracts have
already been signed”.
CEO Ray Spence described the results rather modestly
to us as ‘steady progress - not spectacular’.
But it looks pretty rosy with “further strategic acquisitions
likely to go alongside the “strong organic growth”forecast.
Acquisitions are likely to be of distributors of the product
across Europe, in the form of minority stakes with the
option to go to 51%.
Those who took up the 55p rights issue a year ago got
their reward too. DCS ended Feb. 95 on 79p.
Langmore leaves Kalamazoo But the picture at
Kalamazoo does not look quite so rosy. Kalamazoo's CEO
Mike Langmore departed unexpectedly on 22nd Feb. 95
“to pursue his career elsewhere”. Kalamazoo has
prospered since Langmore took the CEO role in 92, with
PBT up from under £1m to this year's forecasted £7m.
Shareholders on the internal market have been equally
well rewarded with a five-fold increase in the share price.
Langmore was known as a hard manager and financial
success had been at the expense of jobs and the cosy
family ethos. The Kalamazoo Workers Alliance still holds
51% of the shares. Perhaps the reason for his departure
was a case of just one acquisition, one job loss too many?
Although we are assured that the departure was not due
to short term performance problems, we do have some
concern if Langmore's hard fought reforms at Kalamazoo
are to be reversed or even softened.
Kalamazoo ended the month down 5% at 103p.
Pegasus revenues static
g Pegasus results to 31st Dec. 94 wﬂh the.
bre r, when they made an exceptional profit of
Eﬁ 1m from the sale of their Stockforms division, is bound
‘Base figures show revenues down 36% at
 £4.8m, PBT down 97% at £243m and EPS down 83%.
But that’s all a bit academic. Revenues from the continuing
 a 'bunimg'software business were static at £4. 9m but
o s were halved to £154K.

N May Qagat 40p. Wi
‘Yroth stock”. If that

wish we had more froth stocks! The share price has since
hita hxgh of 138p although fudher fund ralsmg has reduced :
?‘gthat to end Feb.on 95p. .

the funds are needed for product development.

@aéus shares ended Feb. down 4% at1dsp.
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On the game at BCE

At some point we might have to get around to adding BCE
Holdings, which runs those horrendous games arcades,
to our CSl Index. You may remember that we reported on
their purchases of games software providers Software
Creations and Rage Software in Nov. 94 for a total of
£14m. For the record BCE'’s latest results (but prior to
these acquisitions which might just get them into our index)
for the six months to 30th Sept. 94 show losses of £157K
on revenues of £1.8m - both about the same as last time.
Games software is one area in which UK inventiveness
leads the world - so we should be able to embrace the
sector In System\House But arcades take us to the limit.

its applic
_example, helps THORN~'E_MI desig
}fGlaxo w:th drug design

the case, with hrnds;gh we nowf

: £5 3m. Losses however mcreased frorn 2503}( to
£1.44m. The cash raised at the float is running out fast -

down from £3.3m to just £144K at the year end. That

_necessitated a 3-for-10 rights issue at 100p last Nov..
: ranslng £9.6m (net). The results now declared are exactly
in line with those forecast at the time of the rights were

issued and therefore the market was unfazed. Of course,
The
straieglc alilance wnh H P for the use of DIVISIOHS

.....

_encouraging.

With the VR market growing rapidly, clearty Duwsson is

well placed to “enjoy a strong position in this excmng
\market”. We ought to be excited too. )

Bored with Macro 4
We have written so many times of the lost opportunities
at Macro 4 that we are now bored with a company that
ignored the forecasts of the changes in its market and is
now paying the price.
Results for the six months to 31st Dec. 94 show revenues
static at £12.3m. PBT advanced by 5.3% to £5.7m and
EPS was up 4.4%. Cash declined by £4.25m to £18.2m,
largely as a result of the company’s misguided (in our
view) decision to repurchase £4.76m of its shares in Nov.
94 at 430p. The shares have since sunk to 400p.
Ominously, new sales of Macro 4's mainframe products
are now falling “short of cancellations”. “Newer” AS/400
product sales have, however, increased.

“Assuming no significant foreign exchange movements,
the second half PBT is expected to exceed the first half”.
Analysts are expecting around £11.6m for the full year.
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Signs of recovery at CGS

CGS has cut its losses for the full year and a FFr20m net
profit was recorded in the second half. Revenues at Gemini
Consulting increased 10%, so the combined revenues of
the CGS empire were around $2.32 billion in 1994 - down
around 4% on 93.

CAP_Gemini_Sogeti . 1993 1994|Change|
CGS - Total FFr11,028m| FFr10,150m -8.0%
CGS - Continuing FFre,730m| FFr10,150m 4.3%
Gemini Consulting $498m $550m| 10.4%
CGS+Gemini ($1=FFr5.7) $2,428m $2,326m -4.2%
Operating Profit before FFr298m FFr508m

Goodwill Amortisation

Net Loss -FFrd29m -FFre5m

Information Systems Management (i.e. outsourcing) has
been a star performer with revenues up 30%.

“CGS - secure in the renewed trust of its shareholders
and key bankers - is now confident that 1995 will see ...a
clear return to profit”. This “renewed trust © was a day
later translated into a declaration from debis (Daimler-
Benz) that it “may” exercise its option to increase its 34%
holding to a majority stake. They have until Feb. 96 to
decide but are currently “discussing a suitable price”. A
combined Debis/CGS would have revenues of c$3b.
Hoskyns “enthusiastic” for 1995

CGS’ UK subsidiary, Hoskyns, produced ‘disappointing
results with only modest increases in both revenue and
profit. But as all the revenue growth, and “substantial
improved” profits, were recorded in the second half of the
year, Hoskyns is now “very enthusiastic” for 95.

”

HOSKYNS GROUP plc Year to Yearto Yearto| Growth

31st Dec. 92|31st Dec. 93|31st Dec. 94| 1993/94
Revenue £199m £215m £226m| +5.3%
UK Revenue £173m £183m £197m| +7.4%
Net Operating profitPBT £8m £13m £14m| +4.7%
Profit margin 4.00% 6.20% 6.20%| +0.0%
Average staff nos 3227 3372 3597| +6.7%)|
Revenue per employee £61,791 £63,701 £62,863 -1.3%
Profit per employee £2 479 £3,944 £3,872 -1.8%

Outsourcing in Hoskyns Information Systems

Management division grew by 15% to £116m or 51% of
total revenues. The move to desktop services performed
well. Revenues from products declined - you may
remember that their PMW aclivities have since been sold.

ORDER FORM

Reuters Holdings plc

Reuters Holdings plc is probably the largest UK-owned
supplier of SCSI services worldwide. In the year to 31st
Dec. 94, Reuters had revenues of £2.31 billion (up 20%)
and PBT of £5610m (up 16%). That's a PBT margin of
22.1%. EPS was up 20%.

Reuters activities are arranged in three divisions:

» Information products. £1.64 billion and up 21% on
1993 e.g. news and analysis of financial markets. Now
includes Teknekron (see below)

¢ Transaction products. £527m and up 34% on 1993
e.g. systems and software enabling customers to use
terminals to trade in foreign exchange, futures and options
etc. Includes sales of Instinet and Dealing 2000 products
» Media products. £140m and up 10% on 1993 e.g. news
in the form of text, graphics, pictures and video.
Reuters largest acquisition was of Teknekron Software
Systems of California for around £83m in Dec. 93.
Teknekron designs digital trading/dealing room systems.
In the UK, Reuters acquired VAMP Health for £13.3m in
Nov. 93 and in Dec. 93 Reuters bought 20% stake in UK
disaster recovery operation Safetynet for £5m.

It is interesting to note that Reuters, as far as we can
determine, has undertaken no acquisitions of note -
whether in the SCSI market or elsewhere - in the last
year. Indeed, Reuters accompanied their full year results
announcement with a warning that underlying revenue
growth would be slower in the current year.
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Pleasa invome my company
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Chairman of Performance Software Ltd. and has been a direclor of several computing services companies.
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