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“Poor stock market sentiment”

When CMG decided to delay its float in Feb. 95, it blamed
“poor stock market sentiment particularly towards the
computing services sector”. How right they were.

For ten years now we have taken a “snapshot” cf the

of around 12. We currently know of no new issues planned
for the next quarter.

The much quoted reasons for this are the number of
companies issuing profit warnings soon after float or,

average historic P/ worse still,
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Analysis this year
shows a dramatic

Cray (see p8) this
month - have made
the situation even
worse.

But why tar the
whole industry with
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Even the brokers
quoted in The
Estimate Directory
seem to agree.

This year we have
also analysed the
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published in the mid-April 95 edition of The Estimate
Directory. The average is again an historically record low
of 13.

The effect of this on the new issue market has been
dramatic. There were a record 17 SCSI floats between
Oct. 93 and June 94. The average P/E (excluding the
froth stocks) exceeded 25. But there have been just two
new issues since then and those have both been at a P/E
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similar increases in average EPS.

At the start of 1991 we went on record saying ‘there has
never been a better time to invest in SCSI companies”,
Our CSI Index has increased by 106% since then and
had, at one time, recorded a gain of 140%.

Current poor market sentiment plus high EPS growth
forecasts is as good a reason as any for us now to reissue
that prophecy.
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Booming IT contract staff
We know that “one swallow doth not a summer make”,
but repeated sightings of growth in the IT staff agency
market cannot be ignored. This month CRT reported that
its Software Personnel operation “currently has 1,023 (805
- March 94) contractors on customer sites, an increase
year-on-year of more than 25%”. Their permanent
recruitment business recorded ‘placements increased by
approx. 50%". Parity also reported that “1995 has started
strongly with good performances from both subsidiaries
- CSS Trident & Parity Solutions”.

“operating losses in the UK” were blamed. A breakeven
in the UK is expected “before the fiscal year end”.

11% to £94m last year (to 31st Aug 94). The majority of

revenues rose a similar 11% to £85m.
SHL in the UK was born out of its purchase of PC hardware
reseller ComputerGroup in 1989. To this was added the

training companies in 1993/94. A management exodus in

has cut costs and sold the credit card processing activities
of AST Transact to Stratus in Dec. 94. We feel that SHL's
future in Europe (where it still makes only 10% of its
revenues) will come from the expansion of its US

( SHL Systemhouse blames UK for profits slump)
SHL Systemhouse reported revenues up 14% to C$332m |{|em
in Q2 (to 28th Feb. 95) but net income halved to C$2.6m. ||
Expenses relating to its “streamlining” programme and |

SHL told us that in Europe revenues had increased by ||

this was in the UK where 587 staff are employed and ||

AST Transact processing bureau in 1992 and several ||

1994 saw Ed Lukes take up responsibility for Europe. He |}

Transformational Outsourcing™ and postal service ||

\_ hardware reselling operations.

CentreGold even worse than expected.

As previously reported, computer games software
developer/distributor CentreGold issued a profits warning
on 21st Feb. 95 which sent the share price crashing from
its Oct. 93 new issue price of 125p to just 45p. The warning
forecast a loss for the six months to 31st Jan. 95 of £3.6m.
In the event it was £3.88m on revenues down 22% at
£41m. £3m of the loss was for video cartridge stock write-
offs. At least “no further provisions are anticipated”.
“With the acquisition of Core Design and the establishment
of Silicon Dreams, over 50% of the products which we

are developing for Xmas 95, will have been created |

internally”.

CentreGold is “confident that a significant improvement
in operating profitability will be achieved in the second
half’. A loss of over £1.5m is forecast for the year.

As well as cashing in at launch time, their CEO Geoff
Brown sold 1.4m shares at 98p only last Oct.
CentreGold ended Apr. 95 on 50p.

system integration activities, rather than in its low margin |} rec

[IBM (UK) Ltd

1993 1904
(estimate)] (estimate)
|roTAL REVENUE £4,060m| £4,400m
|UK REVENUE £1,725m| £1,868m
: UK HARDWARE £910m £910m
‘| Rentals & Financing £125m £100m
|Operating Software £240m £240m
Hardware Maintenance (Own) £105m £180m
Software and Computing Services:
“le Appl. Software (excl. Operating Software) n/a £35m
'|» Professional Services Incl. S| na £240m
* FM/Processing/Info Services n‘a £90m
|Total SCSI (excl own Hardware
|Maintenance & Op. Software) £252m| £365m
“|Total Software & Services £687m| E785m 14%
maintenance

(few years, was appointed UK
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Clinical Computing plc

Revenue £1.16m
and PBT - £1m
Record
Revenue
£3am
[~ £0.5m

£1.472K

= PBT

- -£0.5m

1988 1989 1990 1991 1992 1993 1994 | oum
Year ending 31st July

the had been anticipated
No. real lmprovement

EDS continues strong growth EDS has reported a 24% increase in revenues (to $2 24 blthon) and a 15%
increase in profits (to $197m) in Q1 1995. The UK will have made a major contribution to this excellent performance
in the first quarter as its mega deals of last year came fully on stream. We estimate EDS UK will grow by over 60%
from £310m to over £500m in 1995. And that’s before the Lucas FM/acquisition deals where ‘negotiations” were
confirmed last month. But EDS will have to keep an eye out for CSC...See page 10.
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We are well aware of our reputation. We only ever seem to get quoted for our criticisms. But System House has been
full of praise for many companies. No one ever seems to repeat our many rave reviews of Admiral, Fl Group, Sage and
many others. And we agree with Vickery, no one has yet chosen to quote from our reviews of JBA.

Could that be because JBA is one of a rare band of new issues that has met all expectations?

What makes JBA even rarer is that it

is a UK-owned software products JBA International plc
company which just happens to be a Six year Revenue and PBT Record
world leader and make over 60% of its Relative to 1989

revenues from outside the UK. Its
principal product is Business 400 -
made up of some 30 modules - which
include far more than just financial
accounting.

JBA sees no reason to hide its IBM AS/
400 activities. Indeed it points out that
“over 250 new IBM AS/400 based
installations were sold in 1994 mirroring
the increased revenues [BM
experienced for the AS/400". To
counter any criticisms we may have,
JBA had announced its UNIX based
System 21 (“taking our customers
forward into the 21st century”).

The reason for Vickery's frustration is
that his company has got tarred with
the same brush as that applied to the § Revenue
SCSI new issue failures. 1988 1880 1991
JBA was one of the last SCSI new Year onding 315t December

issues back in June 1994. At the time

of the float, Vickery admitted that the price was lower than he had earlier anticipated. The launch at 160p valued JBA

at £52.8m and was equivalent to an historic P/E of 16.3. QSP and Coda had earlier launched with P/E's over 20.

The maiden full year results from JBA for the year to 31st Dec. 94 were (unlike so many others) in line with expectations.
Revenues were up 22% at £90.7m, PBT increased 33% to £6.1m and EPS was up 19% “even though the weighted
average number of shares rose by 21% in 1994 following the flotation in June”. Margins increased from 6.8% to 7.5%.
JBA has fully expensed £13.4m of R&D on Business 400 and System 21 in 1994. But the £2.5m R&D on JBA Open
Toolcase was capitalised which meant that intangible assets increased by £4m to a still quite modest £6.4m in 1994, .
JBA could well have another winner in this ‘large scale object oriented software development tool”.

Margins, post R&D, were 25%. Software product licence revenues grew by 50% in the UK. Total sales were also up
50% in the USA but by a lower 28% in Continental Europe

The future looks egually bright with 1995 seen as “another year of sustained growth”.

So why is Vickery so frustrated? Launched at 162p, JBA shares ended April 95, ten months later, on....159p. In other
words a P/E of just 12.9. Quite what more Vickery needs to do is beyond us.

JBA on the acquisitions trail?

JBA has made no secret of its ambition “to expand geographic coverage by the acquisition of a small number of well
founded software houses”, As we know the best aid to digestion is taking small meals often. JBA seems to be
practising our guide for the avoidance of acquisition indigestion to the letter. The “small meals” digested recently were:

» HB&A (Australia) in Jan. 95 for A$1m plus up to a further A$1.7m according to profits.

= Ratioplan, JBA's partner in Germany, where negotiations are underway involving an initial consideration of £1.75m in
shares “which can be increased to a max. value of DM22m in 1999 based on a challenging profit growth plan’.

= EDS (no, not the EDS), JBA's distributor in the Asian area, where discussions are underway to take a larger stake.
Conversely, JBA Spain has been sold and talks are taklng place to sell JBA's Memcan unit.

Poor old Enterprise As we reported last month, Enterprise Computer had pu her
package It told shareholders to accept the dilution or we'll cease trading. They had
‘guarantee given on the lease of a property occupied by a former subS|d|ary ‘amere 216 500 &
Enterprise shares were suspended (at 0.75p) and the EGM cancelled pending “a rejig of the arithmetic
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ACT Group plc (now ucqulred by Mlsys) Gresham Computlng P c
Inferim - Sep 43 Final - Mar 947" Inferim - Sep 941 Comparisio Final - Oct 53 Fnal - Compansion
HEVE ™ E™107 585, 000F ¥ 250,830,000 be‘!ﬂ?PUO'O' - B85, 624,000 PE507.000 S By 4
PBT £ 11,531,000 £ 28,469,000 £ 1,006,000 -91.3 £ 551,000 £ 708,000 +28.5%
[EPS 4.41p 12.15p 4.05p -B. 1.04p 1.32p +26.9%
Admiral plc INSTEM plc
Final - Dec 99 Final - Dec 94 Comparsio Final - Dec 93 inal - Dec 943 Comparsiory
HEV 08 540,600 T4, 375600 g T, 284,000 TTEETZ 600 = PR
PBT £ 4,608,000 £ 7,719,000 +67.5' £ 1,021,000 £ 1,153,000 +12.9%
[EPS 27.60p 45.20p +63.8 14.80p
Azlan Group plc JBA Holdings
Thienm - Sep 84y Final - Mar 943 Inferim - Sep 947 Comparsion|| o 1 Final - Dee i e
HEV ¥ 28,530,000 ¥ 61,506,000 ¥ 37,735,000 Pl dield | i =
PBT £ 1,882,000 £ 3,871,000 £ 1,079,000 -42.7°H| P
EPS 6.30p 12.40p 3.70p -41.3%) 1
Capita Group Kalamazoo Computer Groug p!
Final - Dec 93 inal - Dec 941 Comparisio % Final - Mar 94F " Intenm - 97
HEV 50,168,000 7Y, ; 1562, oTT; """!‘ME%UU
PBT £ 5,463,000 £ 7,903,000 +44. 75| PBT £ 2,533,000 £ 6,355,000 £ 3,003,000
[EPS 7.90p 10.50p +32 9%|lEPS 4.20p! 10.21 4.98p:
Cedardata plc Kewill Systems pic
Tnterim - Sep 99 Final = Mar 937 Inferim - Sep 94 Comparnsiorﬂ Final - Mar 947 Intenm - Sep 94
'HEV ¥2,608,000 6,120,000 ¥ 4,726,000 e 508, . 780 _!'1'6’13?666
PBT £ 998,000 £ 2,715,000 £ 1,337,000 gﬂl PBT £ 1,757,000 £ 4,043,000 £ 2,166,000
EPS 2.30p 6.30p 2.80p +21 EPS 10.15p 23.00p 12.16p
CentreGoId Kode International plc
Final - Dec 93 Final - Dec 94
F237918,000 ¥ 24,806,000
£ 1,143,000 -£ 9,117,000
7.00p -96.50p;

CII ical Computlng

Learmonth & Burchett Man

agement Systems plc

shinalstec: 93; """ Intenm - Oct 93 Final - Apr 84%  Intenim - Oct 543 Comparisio
REV £93,114,000 28,406,000 1,023,000
PBT £ 201,000 -£ 731,000 -£ 3,278,000}
EPS 1.00p -3.30p -13.70pf
Coda Group plc Logica plc
Final = Oct 9% Final - Oct 841 Comparision| Tnterim - Dec 9587 Final - U‘u“n“QJ“Tﬁf‘éﬁ'rh“‘-"Ua‘é“QI
REV 184,450,000 P2H HEY 000 “AIHEY LS8 (01 PF-P 00 01O F R =i=1: -7 £ T0 Lo o SR 3 o = P40
PBT £ 3,752,000 -£ 7,992,000{ Profit to Io:i PBT £ 3,211,000 £ 13,543,000 £ 7,220,000
[EPS 10.60p -27.70pi _Profit to loss{|EPS 3.30p 14.00p 7.80p
Comqel Group plc Jl Lynx Holdings plc

Tnferim - Dec 93§ inal = Jun ! nlenm - Dec 94] G omparisio Final - Sep g9 Final - Sep 94

HEV o e 54Z, ¥ 2B, 272,000 +163%| HEV 10,807,000 T 529,000 19929
PBT £ 993,000 £ 2,062,000 £ 1,194,000 +20.2°%| PBT £ 619,000 £ 2,009,000
EPS 5.02p 10.35 5.56 +10.8%||EPS 4.27p 4.50p

e — e = S ===
Computerised Financlal Solutlons M.A.l.D plc
TRAl a6 < Thal s ; Final - Dec 93 Final - Dec 94
q, £'5,723,000 ¥ 8,887,000
£ 603,176 £ 1,285,000
0.69p 1.1

;39
Computer People Group plc

McDonnell Information Systems

Final - Dec 93 Final - Dec 94 PF Final - Dec 93 PF Final - Dec 94§ Compansion
HEV TB8,748,000 F'57,685, 450,000 ¥ 148,977,000 F0.3%
PBT £ 1,102,000 -£ 391,000 £ 21,248,000 £ 9,064,000 -57.3%
[EPS 4.37pt -7.76p: 13.89p 4.57p -67.1
Cray Electronic Holdings plc MR-Data Management Group plc
Tferim - Ocl 83 Final - Apr 94 Intenmﬁ!"-'dg'gﬁ" Tnferim -Déc 93 Final - Jun 94} Tnlenm - Dec 94
REVE B4 308000F £ 271,718,000~ £ 135,047, 2,000 30,527,000 27,305,000
PBT £ 7,804,000 £ 26,168,000 £ 10,085,000 ; £ 2,660,000 £ 6,348,000 £ 3,136,000
EPS JZL.49p . 860p 3.03p 5 3.20p 8.00p 4.00p
CRT Group plc Macro 4 plc
Trerim = Oct 931 Final = Apr 93]~ Intenm = Ol 947 Compansio Tnlerim - Dec 93] Final - Jun 94} Infenm - Dec 94
HEV B2 A5T,600 47,348,600 ¥ 29,187,600 FROR L 18,104,000 3, ,285,
PBT £ 472,000 £ 532,000 £ 1,285,000 +172.2 £ 5,400,000 £ 11,211,000 £ 5,685,000
EPS 0.56p} -0.13p 1.42p +153.6% 16.00p 34.20p 16.70p
DCS Grou Pfc Micro Focus plc
Inferim - Dec 83 Final= Jun nferim - ~“Comparision Final =" Jan 94 Final = Jan 951 Comparision
HEV £2, 375, 173,007,000 +53.8Y £ 83 B2 000 T8y 885,600 +72%
PBT £ 426,144 £ 105,000 +156.1 £ 21,761,000 £ 8,728,000 -59.9%
EPS 4.32) 0.88p +57.1 104.30p 32.00p -69.3%
Microgen Hcld‘nsg‘“‘gr‘l‘?ca"gr
Final=tct 8y Final > tci 83 inal = “Comparision
[HEY £2,078,600 ;357,000 BB 774,660 1025
PBT -£ 503,000 -£ 1,440,000 Loss bot £ 6,700,000 € 6,173,000
EPS -2.10p i -4.30p Loss bot 10.50p 10.00p
DRS Data & Research Services Microvitec plc
Final - Dec 93 Final - Dec 94 Final - Dec 93 Final - Dec 94
HEV L5988 bk Koo o] 8,798,000 PHE 76,000 T4 748600;
PBT £ 1,950,000 £ 1,487,000 £ 1,611,000 £ 2,560,000
[EPS 4.02p 3.00p 2.10p 3.00
Electronic Data Processing plc Misys plc
Final - Sep 93 Final - Sep 94 Trterim - Nov 93§ Final - May 94§ Trtenm - Nov 94 3 Compansion ||
HEV E14347,000 14,013,660 {088, 600 T'63,922,000 5T
PBT £ 4,672,000 £ 4,123,000 £ 8,012,000 £ 18,612,000 £ 11,245,000 +40.4%
|EPS 11.71p 10.21p 14.00, 31.9 16.20p +15.7%
Enterprise Computer Holdings p MMT Comput
Tnterim - Sep 93 Final < Mar 947 Inlerim - Sep 94 Final - Aug 937
HEV ¥'5,500,000 ¥ 15,39!51&6‘""""{'!',‘9?6?&6. """""\:‘ruﬁw
PBT £ 25,000 -£ 2,052,000 -£ 5,180,000 £ 1,725,549
[EPS n/ai -2.60p n/a 9.00p
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In Aug. 94 Powersoft paid Admiral £2.1m for a 51% stake in
a joint venture to distribute PowerBuilder products in the UK.
In 1993, this activity had earned Admiral £2.4m and operating
profits of £686K. The disposal contributed exceptional profits
of £1.9m in 1994. Powersoft had an option to purchase the
remaining 49% in two tranches up to June 96 for an amount
not exceeding £14m. Then Sybase acquired Powersoft in
Nov. 94 for a stock swop worth around $300m. Admiral then
had the right to bring forward the sale of the remaining 49%.
This has now been completed for £2.5m which “will contribute
an exceptional profit to Admiral of £2.25m...after repayment

— System House =——

Working out the effect of the Powersoft deal on Admiral has

taxed the City brokers who have all forecast lower profits in
1995 than in 1994. Admiral's brokers, Warburg, had forecast
£7.5m; down on the £7.7m last year.
This caused shock and horror In the Holway camp. Admiiral
was one of the three remaining quoted SCS| companies that
had NEVER reported a profit or EPS reversal.
Now the exceptional £2.25m profit on the disposal will exceed
the £1.9m included last year. Ceri James told us that he
was well aware of Admiral's record in the Holway Report
and “didn’t think we will do anything to spoil it”.

We sincerely hope not.
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On Deman Sanderson Electronics plc
Final = Jul 937 Final - Jur' 94§ Comparisio Final = Sep 93 Final - Sep 94 Comparision
REV 18,989,000 T 14,487,000 23. 5817, 33,984,000 B 7. 4§ (4
PBT -€ 1,450,000 -£ 2,617,000 Loss bothf| PBT £ 3,327,000 £ 4,228,000 +27.1%
[EPS -3.90p -5.70p Loss bothf|EPS 6.30p 7.30p +15.9%]
Oxford Molecular plc Sema Group plc
nal=Dec 0a1 Final - Dec 853 Final - Dec 94 Compansion
992,000 508,771,000 1877
£ 24,855,000 £ 32,034,000
16.62p 20.98p
Sherwood Computer Services g
Final - Nov 83 Final - Nov 34 Final - Dec 93 Final - Dec
REV| E 217,258,000 ¥ 263,830,000 T 23,561,000 £ 25,069,000
PBT £ 4,107,000 £ 8,016,000 -£ 1,998,000 £ 79,000
[EPS 4.10p 8.10p -35.78p -10.73p
Parity plc g;pargo Consultin Ic
Final - Dec 93 Final - Dec 94t Comparisioni| Final - Dec
REV £1Y, 768,600 By, 74T 000 3RS HEY 4 HEY 000 B U800 +23.
PBT -€ 228,000 £ 4,176,000 Loss to profitf] PBT £ 483,000 £ 1,211,000 +150.7%
EPS -1.88p 7.19p 2.58p 6.29p +143.8%
Pegasus Group plc Standard Platforms Holdings plc
Final’- Dec 93 Final - Dec 94} Comparnisionff Final - Sep 93 Final - Sep 94F  Comparnsion
THEV Y502, 000 [ 4,313’8‘.‘6‘0‘0‘“““““‘22359‘5' HEV 24,161,478 7,405,478 B
PBT £ 6,930,000 £ 243,000 -96.5%| PBT -£ 1,065,027 -£ 143,280 Loss both
[EPS 72.00p 12.40p -82.8%||EPS -10.50p -1.10p Loss both
Persona plc Superscape VR plc
Final - Dec 93 Final - Dec 94t~ Comparisio PFTrtérim - Jan 843 PF Final - Jul 94FF Tnterim - Jan 95} Comparsion
HEV Y22 862,000 P37537,000 +37T 9% REV ¥ agu; 12 TE5Y; 192 -V T 22874
PBT £ 1,748,000 £ 2,059,000 +17.8%|| PBT -£ 73,280 -£ 238,024 -£ 844 662 Loss both
[EPS 10.26p 11.42p +11.3%||EPS -2.20p -6.10p -15.90p Loss both
Phonelink plc Totaw%%
Tiferim - Sep 99 Final = War 947 " Tnferim - Sep 94 Comparisio Tnferim - Sep 93 Final - Mar nterim - Sep 94f  Compansion
HEV t588,000 1,247,000 757,000 +3E09 HEV E1078047 Y 2082429 1,058,857 8%
PBT -€ 301,000 -£ 1,761,000 -£ 1,963,000 Loss bothll PBT £ 12,330 £ 141,918 £ 7,460 .
EPS -0.80p -5.00p -5.50p Loss bothl| EPS 0.07p 0.96p 0.04p
Proteus International glc Trace Computers plc
enm - Sep inal = Mar nierim - Sep 84~ Comparisio Inferim - Nov 93 Final™~"May 647 Inferim = Nov
HEV it il Wil ¢ £75,200,000 18,628,590 5,500,000
PBT -£ 2,733,000 -£ 6,618,000 -£ 3,666,000 £ 216,000 £ 409,901 £ 223,000
|EPS -10.03p -24.23p -11.94p 1.20p 2.33p 121p
Quality Software Products Holdings Unipalm ple
Final = Dec 93 Final - Dec 2£ Tnférim - Ot 93 Final - Apr 94} " Tnterim - Ocl 94
HREV 13346543 16,394,73 F 3043000 10,753,000 7 H04,000]
PBT £ 553,244 £ 2,512,400 £ 148,000 £ 272,000 £ 149,000
[EPS 6.70p 27.50p 0.50p 0.89p 0.47p
Radius plc Vega Group Plc
Final - Dec 53 Final - Dec 94| Inferim - Oct 53 inal - Apr nterim -
REV 23,273,000 T 24BE66,000 4,517,000 £5,703000 E5,710,000
PBT -£ 1,171,000 £ 1,451,000 £ 757,000 £ 2,147,000 £ 1,020,000
EPS -3.20p 2.87p 3.54p 10.01p 4.76p
Real Time Control plc Virtuality Group plc
Tnfenm - Sep 99 Final - Mar 84% Inlerim - Sep 94 Final - Dec B3 Final= Dec 894 Compansion
AEV E3579,000 £ 8534000 F8,497,000 T400,000 £°9.126,000| """"""J+E'§§‘.U%
PBT £ 424,000 £ 1,387,000 £ 1,050,000 -£ 365,000 -€ 1,397,000 Loss both
EPS 4.10p 13.30p 12.00p -1.70p -5.30p Loss both
RM plc Vistec Group plc
Final - Sep 94, Final - Sep 94 Comparisio Inferim - Oct 93] Final - Apr 94§ Inlenim - Ucl 94} Comparisiony
HEV B88,272,000 T E5 483000 -TAY%[HREV 178307000 YA UTE 00 125 474,00 +43:49%3
PBT £ 2,525,000 £ 3,769,000 +49.3%|| PBT £ 1,126,000 £ 3,409,000 £ 745,000 -33.8%
EPS 12.40p1 14.20p +14.5%||EPS 0.62p 2.06p 0.41p -33.9%] .
Rolfe & Nolan plc Wakebourne plc
Trifenim - Alg 93 Final-"Feb B4t Tnlefim - Aug 94 "Comparisio Iiterim - Jun 993 Final - Dec 93} Intenm - Jun 94 Compansion
v 6,055,000 E12.750,000 7,704,060 HEV 12,004,000 BR00T5 000 EE1727000 +51.34%)
PBT £ 609,000 £ 1,573,000 £ 742,000 PBT -£ 18,944,000f  -£ 18,649,000 £ 1,068,000f Loss to profi
EPS 3.00p 6.45p 2.90p EPS -144.60p -143.80p 3.40p¢ Loss to prof
Sage Group plc of intercompany loans and balances, Admiral will receive £3m
Fifial="Sgp 53¢ Finalis Sepya cash”. So, in total, Admiral has made an exceptional profit
AEV 4T, 289,000 50,888,000 . i i
PET £ 9,656,000 £ 14,252,000 of £4.2m which seems quite good. BUT, the business was
EPS 32.50p 45.40p 12% of Admiral's on-going operating profits. 12% of Admiral's
= current capitalisation of £72m is a rather higher £8.6m.
Admiral and Powersoft
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Another purchase for Kalamazoo
This month Kalamazoo has bought Wembrook
Computer Services Ltd., which designs and develops
manufacturing systems like their Stockholder accounting
software. No consideration was disclosed but Wembrook
only had revenues of £500K so its probably not significant.
This is Kalamazoo's 5th purchase in the last 12 months.

(RM turns Key

of schools management and admin. software, for up to
£2m. Consideration will be in four tranches - £1m in cash
now, £600K in loan notes or shares and two further cash
payments of £200K by June 98.

That's quite a price to pay for a company with revenues
of just £500K to May 94. Revenues of £1m and operating
\profits of £100K are “expected”in the current year.
Axxia Systems born in MBO

Digital has sold its Kienzle Systems operation in the UK
in an MBO. The newly born Axxia Systems is majority
owned by managers with a minority investment from 3i.
Axxia has revenues of £6.7m, 50 staff, 350 customers
and develops systems for sohcnors

RM plc has acquired Key Solutions, a specialist provider | |

X ylog:cs pays £5.5m for Scorp:on

US NASDAQ quoted Xylogics has acquired UK Scorpion
Logic, which develops ISDN routing systems, foraround
$9m (£5.5m). That's another exceptional price as Scorpion
had revenues of only $3m and PBT of $300K last year.
However, Xylogics will now abandon its own system
development in favour of Scorpion’s system.

( A free advert
We do not carry adverts but the FT and |
others do. That was the chosen medium \
for Sanderson Electronics’ adverts
asking companies with revenues between
£5m and £25m to contact Chairman Paul
Thompson with a view to being acquired. We
will be intrigued to learn of the response.

\_You can contact Chairman Paul Thompson on 0114 282 7777.)
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BEC Group
A year ago we wrote about Cygnus Computer Group
about to sell MFT and BEC. As we almost always fax
such articles to the company concerned, we had to delete
the BEC bit as Cygnus insisted it was not true . (The MFT
bit was correct). It was, of course, a matter of timing not
substance. This month L K Global has acquired BEC and
its well established manufacturing systems.
Schroders and DPP

Schroder Ventures has backed an MBI led by Keith Reilly
at IT staff agency DPP International. DPP had revenues
of £12m to June 94 but does not seem to have been able
to take advantage of the upturn in the market like Parity
and Computer People....so far, at least!

The others...The takeover of CHC by Dose Systems
has fallen through as two hospitals cancelled HISS deals
worth £1.4m. Ablex has undertaken a £2m MBO/MBI from
Racal Electronics. Software engineering company,
Venturon Ltd, which had revenues of £750K, has
appointed the receivers. Reuters has paid $2m for a
minority stake in Aim 21 Inc. (an advertisement system).
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“The mother of all profits warnings” L (¢
First thing on Monday 24th April, Jon Richards CEO of Cray |
‘phoned to tell us of the profits warning they had just released
to the Stock Exchange. With just a week to go, it appears
that profit forecasts of some '£30m for the year to 30th April
95 were too high. Indeed PBT of “between £3 - £4m is likely
now after £6m restructuring costs”. Richards had stepped in
to take executive control of Cray Communications back in
Dec. 94 when its CEO Ray Piggott left. He found affairs far
worse than expected. Costs and investment had been
increased but orders had not kept pace. On top of that,
manufacturing delays occurred which has caused a £25m
revenue shortfall. “We got the strategy right - but the
implementation wrong”. A whole raft of senior management
have been ejected and another 200 losses now announced.
A justifiably contrite Richards predicted that we would
describe the statement as “the mother of all profits warnings”.
Statistically, that's correct. The announcement more than
halved the share price and knocked an unprecedented
£215m off Cray’'s valuation this month.

It also gets our vote as the most unexpected major reversal
on record. We have a high respect for Roger Holland and
his team and have said so loudly and repeatedly. On 11th
Jan. 95, Holland ‘s expectation was for “further growth and
increased profits for the future”. Indeed he added that “Cray
retains the momentum, built up over the last five years, to
improve profits and earnings”. You can now knock that on
the head. 1995/96 forecasts are now only for around £16m
- compared with the £26m PBT made in 94. Richards said
that it would now take at least two years for the
communications division to recover to the profits levels
previously anticipated.

BUT, Richards stressed that the performance at Mike Shone’s
Cray Systems has been “terrific’, making the £6m PBT
expected and P-E made a further £1.5m.

But the most severe damage has been done to the credibility
of the Cray top management team. */t failed to controf
divisional management. It also delayed reporting problems
to shareholders, even though the business was faring badly
encough for the divisional chief executive to depart last
December. The top management was rewarded with huge
bonuses for what, until the profits warning, looked like a fairy- i
tale turnaround at Cray...Unless it swiftly demonstrates a firm PCL Group Ltd

grip on the business, it too should be replaced”. Source - Lex | Revenue and PBT Record
Column in Financial Times 25th April 1995. Every other review [f ¢yem
rounded squarely on top management too. o Lol
Conclusion Hecenue
In 1989 when the current management team “rescued Cray [§ '™ 1
from almost certain receivership”, the share price was around f§ ciom
60p and its market capitalisation under £60m. :
The share price went on to hit a high of 202p in 1994 with a
capitalisation in excess of £400m. It really was a fairy-tale
and we were well in there with our fulsome praise of the [ £4m
Cray team. They even seemed to be able to avoid the | o
dreaded "acquisition indigestion®. At last we seemed to have |
a SCSI| company with the quality of management and the
City reputation required to build a world-class, and world-
sized company. We even supported the bonus scheme which
had netted the current executive team around £14m to date
- taken in shares which have been retained.

So the latest warning is a major blow. Coming on top of all
the other warnings and disappointments it really makes us
wonder if the UK can ever make it. It is more difficult to argue
against “poor City sentiment towards the sector® (see page
one feature) when even the seemingly best of our top
management have the power to shock to this magnitude.
The bell that tolled for Cray on 24th April 1995, might
actually have tolled for all of us.

—System House ===
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Big gains, big losses but CSl Index static
Azlan shares rocketed by 46% on news that it was to
distribute IBM's networking products in Europe. It was,
however, interesting to read in the Daily Mail that
apparently it was due totally to brcker mark-up as not a
single share had changed hands. But remember Azlan is
still 60p lower than its 230p new issue price.Standard

them down 39%. MR Data fell 14% as CEO Mike Elliott
and an exec director left after disagreements with
Chairman John Redmond. MR shares had halved during
Elliott's two year stewardship.

30th Apr. 95 CSl Index 1457.02
FTSE 100 3216.70
CS| Index = 1000 on 15th April 1980 | FTSE SmallCap 1770.20

> - Chang in:indi
Platforms (success of rights issue), LBMS (return to the
black) and Unipalm (mega-hype re. Internet) all put on
() . Month (31/3/95 - 30/4/95) +1.66% +2.51% +4.42%
20%+ gains.
. From 15th Apr 89 +45.70% +56.64%
But perhaps April was the month of the mega losers.The  |From 1stJan 90 +58.35%|  +36.19%
profit warning from Cray (p8) sent the shares down 55%;  |From 1stJan 91 +105.83%| +48.89%
.. . 0, 0,
writing an unprecedented £215m off their value. Awful  |From 1stJan92 +39.45%|  +28.02% X
aiden results sent Clinical Computi 3) t bli From 1st Jan 93 -8.57% +13.01% +27.60%
maiden r nt C puting (p3) tumbling o 1st Jan 94 -12.73%|  -5.90%| -5.27%
by 47% and the warning from Wakebourne (p10) sent  |From 1stJan 95 -2.81% +4.93%|  +1.36%
Share price Share price Cap 1 |Cap
Share Price Capitalisation Historic Ratio CSl Index % move % move move (Em) move (£m)
30/4/95 (Ep) 30/4/95(€m) P/E Cap./Rev. | 30/4/95 since 31/3/05 in 1995 since 31/3/05 in 1905
ACT £1.10 £184.20m 11.6 0.77 1746.03 0.00% 10.55% £0.00m £9.60m
Admiral £6.34 £72.30m 18.3 1.46 45984.20 1.28% -0.16% £0.90m -£0.10m
Azlan £1.72 £37.50m 13.9 0.61 747.83 45.76% 2B.36% £11.80m £8.20m
Capita £1.55 £84.90m 15.9 1.15 4654.65 4.73% -5.48% £3.80m -£4.60m
Cedardata £1.00 £30.60m 15.9 5.00 852.38 8.70% -0.99% £2.40m -£0.30m
Centregold £0.50 £21.50m 6.8 0.24 400.00 -7.41% -56.90% -£1.90m -£25.20m
Clinical Computing £0.29 £4.70m Loss 3.20 233.87 -47.27% -56.72% -£4.21m -£6.20m
Coda £0.93 £24.40m 9.7 1.04 305.74 10.71% 20.78% £2.40m £4.20m
Compel £1.14 £17.40m 11.0 0.32 812.00 0.00% 4.58% £0.00m £0.80m
Computerised Financial £0.92 £4.32m 23.2 1.38 | 1022.22 -3.16% -10.68% -£0.14m -£0.52m
Compuler People £2.34 £57.30m Loss 0.58 962.96 0.00% -3.31% £0.20m -£2.00m
Cray Electronics £0.73 £173.10m 8.5 0.64 426.80 -55.35% -54.80% -£215.00m -£210.30m
CRT £0.91 £60.90m 22.2 1.29 1005.56 2.84% 14.56% £1.70m £7.70m
DRS Data & Research £0.24 £8.62m 6.3 0.88 218.18 8.09% -25.00% £0.72m -£2.78m
DCS Group £0.81 £7.70m 22.7 1.21 1350.00 6.58% 10.86% £0.48m £0.79m
Divislon Group £0.80 £39.50m Loss 7.50 | 2250.00 -5.26% -23.08% -£2.20m £0.00m
Electronic Data Processing £1.40 £36.70m 13.7 2.62 | 42B6.59 -0.71% -2.10% -£0.20m -£0.80m
Enterprise £0.0075 £0.59m Loss 0.04 6.00 0.00% -62.50% £0.00m -£0.86m
Gresham Telecomputing £0.27 £8.83m 20.7 1.36 280.32 -6.90% -27.03% -£0.65m -£3.27m
INSTEM £1.44 £6.48m 8.6 0.38 1440.00 0.00% -4.00% £0.00m -£0.32m
JBA Holdings £1.57 £51.80m 12.9 0.57 981.25 -4.85% 3.28% -£2.70m £1.60m
Kalamazoo £0.98 £18.70m 111 0.31 2800.00 0.00% -10.09% £0.00m -£22.80m
Kewill £2.80 £34.40m 10.3 1.08 1106.72 4.09% 17.15% £1.90m £5.40m
Kode International £0.57 £5.42m Loss 0.22 265.12 -10.94% 7.55% -£0.66m £0.43m
Learmonth & Burchett £1.49 £32.50m Loss 1.23 | 1241.67 26.27% 86.25% £6.80m £15.10m
Logica £3.63 £218.20m 18.0 0.85 867.12 8.62% B.62% £17.40m £17.40m
Lynx Holdings £0.41 £20.80m 14.7 0.897 1025.00 2.50% -12.77% £4.00m £1.00m
MAID £0.78 £63.40m 68.4 7.13 708.09 -2.50% 13.04% -£1.60m £7.30m
MDIS £0.87 £87.00m 181 0.60 334.62 7.41% -13.86% £6.00m -£14.00m
MR Data Management £0.90 £50.20m 11.1 1.24 357.14 -14.29% -18.18% -£8.40m -£11.20m
Macro 4 £3.83 £83.10m 10.8 3.41 1544.35 -2.54% -12.56% ~£2.20m -£11.90m
Micro Focus £7.25 £104.40m 22.6 1.16 3502.42 2.98% -11.58% £3.00m -£13.70m
Microgen £1.14 £44.80m 12.3 0.76 487.18 4.59% 11.76% £2.00m £4.70m
Microvitec £0.33 £24.30m 11.1 0.55 804.88 1.54% -9.59% £0.,40m £1.00m
Misys £3.65 £312.80m 11.4 3.35 907.96 2.82% -10.76% £143.80m £118.10m
MMT £1.85 £20.90m 14.7 1.82 | 1101.19 -1.60% -8.76% -£0.30m -£2.20m
On-Demand £0.81 £41.30m Loss 2.85 | 1038.46 15.71% 20.90% £5.60m £7.10m
Oxtord Molecular £0.54 £23.40m Loss 8.45 675.00 -3.57% -10.00% -£0.80m £1.30m
P&P £0.92 £72.70m 11.3 0.28 412.56 4.55% 24.32% £3.90m £14.80m
Parity £1.23 £51.50m 17.1 0.58 | 6833.31 9.82% -2.38% £4.60m £5.30m
Pegasus £1.53 £0.64m 12.3 2.00 416.89 10.87% 2.00% £0.95m £0.25m
Persona £1.70 £20.60m 14.9 0.65 | 1062.50 -3.95% 6.25% -£0.80m £1.30m
Phonelink £2.45 £87.00m Loss 70.10 1580.65 2.08% 15.02% £1.80m €11.40m
Proteus £1.186 £37.890m Loss n/a | 1380.85 10.48% -33.71% £3.60m -£16.50m
Quality Software £3.98 £34.60m 14.5 2.10 1047.37 7.86% 3.92% £0.80m £1.30m
Radius £0.38 £10.60m 13.2 0.43 275.36 15.16% 0.00% £1.43m £0.00m
Real Time Control £1.57 £11.00m 11.9 1.29 3204.08 -4.27% -8.19% -£0.50m -£1.00m
RM £2.05 £34.50m 13.2 0.53 1171.43 7.89% -0.49% £2.50m -£0.20m
Rolfe & Nolan £1.60 £19.50m 25.5 1.53 19804.76 0.00% -13.51% £0.00m -£2.90m
Sage Group £8.28 £176.40m 18.1 3.47 | 6369.23 4.81% 22.85% £8.10m €35.50m
Sanderson £0.83 £32.90m 12.0 0.97 | 1412.77 -3.49% 5.06% -£1.10m £2.50m
Sema Group £3.87 £360.70m 18.2 0.61 1216.98 -2.03% -5.15% -£7.00m -£17.90m
Sherwood £1.20 £8.52m Loss 0.34 | 1000.00 -13.67% 50.00% -£1.35m £3.64m
Spargo Consulting £0.81 £10.10m 12.9 1.68 852.63 -1.22% -10.99% -£0.10m -£1.30m
Standard Platforms £0.14 £4.38m Loss 3.34 62,22 27.27% 0.00% £0.94m £1.86m
Superscape £1.58 £8.37m Loss 9.73 797.98 -10.73% -22.55% -£1.01m -£2.43m
Total £0.28 £2.80m 29.1 1.4 528.30 0.00% -20.00% £0.00m -£0.70m
Trace £0.39 £5.46m 18.5 0.29 312.00 0.00% -4.88% £0.00m -£0.27m
Unipalm £1.53 £31.40m 171.9 2.82 1530.00 25.41% 29.66% £6.40m £7.50m
Vega Group £2.80 £39.50m 28.3 4.07 | 2295.08 10.67% 6.46% £3.80m £€2.30m
Virtuality £2.12 £56.60m Loss 6.20 | 1247.06 B.72% -4.07% £4.50m -£1.20m
Vistec £0.12 £14.50m 6.4 0.32 510.87 -24.19% -9.62% -£4.60m -£1.50m
Wakebourne £0.39 £8.47m Loss 0.24 213.89 -38.89% -51.27% -£5.43m -£8.03m

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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Revenue

Operating Profit

Increased Revenues,increased Profits
but declining Operating Margins

at Computacenter
Relative to 1989

 Oxford Molecular “profitability by end of year”
Oxford Molecular was a new issue at 80p on 28th April 94 which valued the
developer of computer-aided molecular design software and systems for the
pharmaceutical and biotechnology industries at £29.5m. The £9.35m net proceeds
were retained in the business.

InAug. 94, US IntelliGenetics was acquired for £5.9m. In Jan. 95, they acquired
a similar US company - CAChe - for £5.7m in shares.

Maiden results for the year to 31st Dec. 94 were, if anything, better than expected.
Revenues almost doubled to £2.765m. This included £750K from IntelliGenetics.
But the "old" Oxford Molecular grew by an impressive 43% too. The loss before
tax of £2.9m (loss £1.27m in 1993) was exactly as expected.

So Oxford can look back on a year involving two acquisitions, a new issue which
left them with £4.4m cash at the year end, a much higher profile in the US and the
first year of operations in Germany and staff numbers tripled from 33 to 104.
Chairman Rod Hall expressed “great satisfaction...on a year of excellent progress"”.
We would not wish to disagree. But the announcement which really cheered our

heart was “our goals for the current year are focused and few. The top priority, as| [

we move forward, is to achieve profitability towards the end of the year rogerher
with a positive cash flow". That really makes them stand out from the others to
which they might be compared...like Proteus.

Regardless of these differences, Oxford Molecular ended April 1995 on 54p - down| | §

| 38% on their new issue price of 80p exactly a year earlier. )

(Staggering growth at CSC UK)
If you are surprised then you clearly
have not really been reading
System House. CSC has
estimated to us that their UK
revenues for the year to 31st Mar.
95 will be £210m - up a mere 170%
from £76.6m reported in 1994. Of
this £160m will relate to
outsourcing - up four-fold.

Whatever may happen in the
remainder of the year, that will put
CSCin 2nd place to EDS in the FM
rankings and well into the Top Ten
suppliers of SCSI services to the
(UK market )

Revenues mcrea
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( capitalised R&D concerns at CFS

Computerised Financial Solutions (CFS), one of the
many new issues in the years 1993/94. CFS was floated
on 3rd February 1994 at 90p per share valuing the
company at £4.23m. CFS provides credit management
software, with particular emphasis on the motor industry,
and has an impressive list of blue chip customers.

IBM UK bought 26% of CFS in Nov. 90 for £260K (plus
£360K for prefs). The placing raised £214K for IBM plus
valuing its remaining 15% holding at £695K. IBM's stake
has since reduced to 14% and further reduced when Rotch
Group acquired a 4.9% interest from IBM in Jan. 95. Rotch
evidently expect to purchase the balance of the IBM stake
in due course.

Maiden full year results to 31st Dec. 94 showed revenues
down 6.5% at £3.1m but PBT up 6% at £351K. Losses of
‘just under £100K" were incurred due to the start up
operation in the USA.

However, our big concem is the continued capitalisation
of the majority of R& D costs (a further net £660K in 1994)
has increased intangible assetsto £1.4m, which s far more
than total assets of £1.1m. Or, putting it another way, if
they hadn't capitalised R&D CFS would have reported a
maiden loss of around £300K and been technically
insolvent.

Chairman Tom Brockbank said "(past) efforts are now
being translated into more tangible rewards and we look
forward to achieving a creditable result for 1995",

After a full year as a quoted company, the share price is
92p - little changed from the launch price of 90p. It certainly
seems unlikely that the capitalised R&D argument has
been noticed by many investors.

Stat:c performance for AT&T Istel in Europe
AT&T Istel, this month, provided figures showing that
European revenues were static in 1994 at £250m but that
UK revenues seemto have increased by 30% from £130m
to £170m. We do not have any profit figures, but latest
accounts filed at Companies House, for 1993, show a loss
of £31m. We have always treated filed results of overseas
divisions of $70 billion US corporations with healthy
suspicion!
AT&T to buy BR Telecommunications?
British Rail Telecommunications
runs 10,000 miles of copper and
optical cable and has revenues of
s ¥ £170m - 80% from the railway
. operators. It is being sold by Swiss
Bank as part of the BR privatisation.
The FT has suggested this month that AT&T is the most
loglcal bidder.

_ M:xed s:gnals o o S :
The latest CSSA Quarterly Businass Trend Survey for
Qi1 95 shows that CEOs “are growing less optimistic about
the future prospects of their businesses®. The number
forecasting worse times ahead is the highest since 1992.
Staff numbers in CSSA companies increased by 14% and,
as discussed on page 2, ‘the Recruitment and Contract
Staff sector reported a record high growth” . Saan
This is born out by the latest figures from MSL which

~
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- shows a 31% increase in the number of recru;tment ads
\Jor IT executives in Q1. ;
Against all the current trends, Stratagem s TPM
subsidiary, Firstpoint , reported a 106% increase in PBT
to £733K in the first half.
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Whither the CSSA?

We remember well the CSA annual conference held around a decade ago. ; Computing
Over 300 industry figures attended. The CEOs of all the leading companies cf Services &
were there. Logica’s Philip Hughes delivered his famous “we all drink out of the

sama soup bowl”speech. Gary Femandes, then head of Intemational operations / n Software

at EDS, upset them all by armriving by helicopter...and Richard Holway gave his Association
first, of five subsequent, speeches to a CSA conference.
In April, the CSSA held its annual conference in Gleneagles - normally the most popular venue. Only 140 industry figures
attended. Not one of the Top Ten UK SCSI providers sent its CEO and only two CEOs out of the Top 20 could spare the
time to attend even a part of the conference. Indeed leaders like EDS, Andersen Consulting, ACT/Misys, Oracle and
Microsoft sent no representatives - however junior.

It's a very sorry tale. We spend most of our time with the CEOs of our industry. An increasing number think the CSSA is
becoming less relevant. They believe that the trade body (be it the CSSA or whoever) must offer:

» the chance to network at the highest level. With so few of the major companies now bothering to attend and even fewer
CEOs prepared to invest their time, the answer to this point is depressingly self fulfilling

= a voice of influence for the industry. Doug Eyeions, the CSSA Director General, announced in his last address to
conference before his retirement later this year, that Michael Heseltine at the DT| had decreed that he would deal with
“just one trade body per industry”. He also decided that the body would be the Federation of the Electronics Industry
(FEI)....and not the CSSA. “The CSSA has been pressed to merge with the FEI if it is to be represented...which
representative body will speak for the new multimedia businesses of the ICT industry in the future? The large electronics
companies? Or the users?”

The FEl represents some 260 members with revenues of £60 billion. The CSSA has over 400 members with combined
revenues of a somewhat lower £7 billion. There are just 12 members which both associations have in common. These
include leaders in ourindustry like ICL, IBM. They also include EDS.

Alan Stevens of EDS will become FE!'s president on 10th May 95. Stevens was also due to be the CSSA president this
year until a “confiict of interest” saw Geoff Squire drafted into the role. Stevens confirmed that “EDS’ UK MD, Tom Butler,
wanted to deal with just one voice for the industry...a voice that values every part of the value chain not just one part of it”. .
EDS has confirned that it will not be renewing its CSSA membership.

The FEI has got big by “merger”. E.g. the EEA and the Electronics Components Industry. Perhaps it will takeover the
CSSA? But the CSSA still represents over 400 companies which the FEI would consider as SMEs. On the other hand we
have to face reality. Representation via the FEIl as an umbrella organisation is better than no representation at all.

If the current situation persists, which CEOs will attend future CSSA annual conferences? With leading companies such

as Misys, Sage, EDS not even members and even most members’ CEOs not bothering to attend, a momentary sighting

of EDS’ Les Alberthal arriving at this year’s CSSA conference by helicopter would have been seen as a miracle, not an

insult. In our own attempt to correct that situation....... ]

. ichard ¥ vay will be giving his ann olwa);mcporl

. The 1995 Holway
Report will be available

from early June.
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