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1994 Growth exceeds forecasts

Our eighth analysis of the financial performance of the
leading 1,250 companies in the UK software and
computing services market in 1994 is now complete and
the 1700 page 1995 Holway Report is available.

The findings show that the UK SCSI market grew
marginally faster (+14%) than we had forecast and

not own any company in the Top Twenty SCSI suppliers
to Europe. The largest UK-owned company is Misys/ACT.
Even in the domestic market, the UK owns only two of
the Top Ten suppliers. This was at least better than the
single entry in 1993! Indeed currently there seems to be
some hope that the gradual improvement will continue.

Profits grew by an even

improved on the 11%
growth experienced in
1993. This is a
remarkable recovery
from the standstill (in
real terms) experienced
in 1990/91/92

The Top Ten suppliers to
the UK market grew
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their UK revenues by
even an even larger
24% and now represent
14% + £7,750m

a third of total UK SCSI
revenues. A case of the
big gelting
bigger...and bigger!
ICL managed to retain
its #1 ranking. But for
how much longer? The
gap is closing fast. For
a more detailed
analysis, seep2 & p 12
for our “awards’.

The single major reason
for this high growth was
the switch from in-house
user spend to
outsourcing. Indeed, the
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Actual and Projected Growth Rates for the
UK Software & Computing Services Market

Excludes Manufacturers' Operating Software and Hardware Maintenance

£8,980m

Projected
1994/95

higher 32% (down
marginally on the 34%
growth in 1993). But yet
again quoted companies
performed less well than
private companies or UK
subsidiaries of larger
organisations. Indeed
the worst performance
reversals and losses
were recorded by
companies quoted on
the Stock Exchange.
This has resulted in the
“poor market sentiment
towards the sector”
referred to by CMG
when they decided not
to proceed with their
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float.
Profits at non-quoted
SCSI companies

increased by 44%. An
unprecedented 64% of
all the companies in our
database improved their
financial performance in

Projected
1005/98
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combined AM/FM ™
markets grew by an unprecedented 37% in 1994 and the
Top Twenty AM/FM suppliers grew their revenues by 40%.
But, for the first time, the non-UK revenues of the
companies in our database grew even faster than their
UK revenues. Non-UK revenues increased by 20% (to
£2.1 billion) with EC revenues up 18%, But revenues with
the rest of the world were up 27%. Welcome growth in
the overseas activities of companies such as Logica, JBA,
Sage etc. was the cause.

The UK had by far the highest growth rate of any major
SCSI market in Europe in 1994. We estimate that the UK
market will grow by 12.8% p.a. thru to 1998 when it will
overtake France to become second only to Germany in
the SCSI market rankings in Europe. But the UK still does
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1994 and the lowest
proportion on record - 15% - reported losses. But an
alarming 29% of all the companies in our database failed
the liquidity test - i.e. their current liabilities exceed their
current assets. The list included Enterprise - which
appointed the receivers this month.

Staff numbers increased by a massive 10% - again fuelled
by outsourcing. After several years of staff declines, the
numbers employed now stand at record levels. Staff costs
per employee grew by just 2.7% - about the rate of inflation,
whereas the average highest paid director received 14.3%
more! We also identified a significant increase in the
number of directors earning over £200,000 p.a. and in
the number of SCSI millionaires.

Not such a bad time, after all, to be involved in the sector!
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The Leading Suppliers of Software and Computing
Services to the UK Market in 1994

We probably generate more interest - and controversy -
from our annual rankings of the suppliers of software and
computing services to the UK market, ranked by 1994
revenue and including all SCSI suppliers with UK revenues
exceeding £100m, as anything else we do. But we would
stress that the figures quoted have been agreed -
officially or unofficially - with every one of the
companies featured.

It must be pointed out that we have excluded non SCSI
revenues as far as we can. In particular we have excluded
hardware revenues

countries where it is not in #1 position.

Serge Kampf, Chaimrman of CGS (Hoskyns' French parent),
was recently quoted (Source - Evening Standard 20th April 1995)
saying “/IBM had always been hardware suppliers, not
competitors. US competitors like EDS had wanted to get
into Europe but had never succeeded. Suddenly it was all
happening at once. We were fighting people we were not
used to competing with, even people we did not know."
Once upon a time, in the mid 1980s, Hoskyns was the
largest supplier of computing services to the UK market
but their position

(this is why i has been
Computacenter, continually eroded
P&P, Specialist etc.) .since. In 1991 ICL
?ot not feattu‘r; or;1 this P qiik took the lead - but
ist, as yet. We have only just - over the
also reappraised | 1 [iCLUK CSIRevenues £250m £320m|  £415m £455m 10% UKySlCSI revenues
Cray (which had | 2 [iBMuUKCSIRevenues g170m|  £208m| £252m|  £365m as%| for the by then
featuredintheselists | 3 [epsuk g232m|  £255m|  £250m £310m 24%| combined EDS/SD-
in previous years) | 4 |andersen Consuling UK g172m|  £215m| £247m|  £275m 11%| Scicon operations.
and have excluded | 5 |5, Grou g145m|  e172m|  £212m|  £223m s%| By 1994, Hoskyns
their data comms | |\ 0oonuk g67m|  e£1oom| £150m £200m aa%| had slipped to #7
;2)\:7?8:1982 Asé;éhsel 7 |Hoskyns £165m £173m £183m £197m 8% Ca)cgl‘tar;(aei ot:\eietg
evanueshof (Crayi |8 |AcT Grom £91m £106m|  £127m £189m 49%| | me ground by
Systems and P-E 9 Syntegra £160m £172m £168m £179m 6% the likes of IBM,
International were | 10 [|ATAT istel- Business Unit £150m g150m|  £130m £170m 31% EDS, Sema and
c£80m in FY1994, 11 |Oracle UK £91m £106m £144m £166m 16% Andersen
they fall outside the 12 |Logica £101m £106m £112m £134m 19%| Consulting.

rankings_ 13 |Digital UK CS| Revenues £79m £102m £110m £131m 19% Hoskyns had a
The table shows | 14 [McDonnell Info. Systems £130m £118m £112m £113m 1%| lower than the
that: 15 |Easams £46m £53m £48m £111m 131%| market averags
othe Top 15 Average increase 14.9% 13.0% 21.0% growlh in 1994. as

companies had combined UK revenues of £3.2 billion in
1994 - up a massive 21% on 1993.

» the Top 15 companies represent around 42% of our
estimate of £7.75b for the total UK SCSI market. This
compares with 39% in 1993.

s with revenues of nearly £2.6b, the Top Ten represent
around a third of the total UK market. The Top Ten have
consistently represented around a third of the UK market
in each of the last five years.

«the 21% growth of the Top 15 companies was substantially
higher than the 14% growth rate experienced by the UK
SCSlindustry. However several of the companies featured
grew mainly by acquisition (e.g. ACT/BIS etc.).
Nevertheless it does show that the big, yet again, really
are gefting bigger.

ICL's lead at the top of the rankings has narrowed from
£163m in 1993 to just £90m in 1994. Indeed there is every
sign that ICL's lead will be eroded still further in 1995 (or
might even lose it completely). EDS’ £310m revenues
included only a couple of months revenues from the Inland
Revenue. We estimate that EDS will have revenues of
£500m in 1995.

Readers will note the 45% growth in UK SCSI revenues
recorded by IBM (see full report last month). Although some
of this must be put down to reclassification, there is ho doubt
that IBM is fast attaining the importance in the UK SCSI
market that it has long enjoyed in the US and in certain
countries in Europe. IBM is the lead supplier of SCSI
services in Europe and the UK is one of the few major
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did Sema, Andersen Consulting and Syntegra. Although
slipping down the ranking each year, Hoskyns hadretained
its #1 position as the largest UK outsourcing (FM&AM)
supplier every year....until 1994 when its position was taken
by EDS. On current information, they will slip still further in
1995.

The one company you may be surprised to see missing
from the ranks is Computer Sciences. CSC had revenues
of less than £80m in the UK in their FY to 31st March 1994.
But CSC has already told us that they had UK SCSI
revenues of £210m in the year to 31st March 1995 and will
enter the higher echelons of these rankings next year. With
outsourcing revenues of £160m, CSC will be in contention
to lead those ranking also. (See Lucas - page 3).

The fastest growth - and indeed the only new entrant to
these lists in 1994 - was at Easams which has benefited
from significant revenues from defence related systems
development contracts. It will be interesting to see if this
position can be maintained.

A combined Misys/ACT will clearly figure in these ranks
next year - but not as high as you might imagine. Various
disposals mean that UK revenues are likely to be around
the £200m mark

Oracle’s UK growth is only average. There is current talk
of disposals which could well impact 1995 revenues
significantly.

However, indicators show that the largest suppliers to the
UK market will again have above average growth in 1995
and will extend their dominance of the UK SCS| market.
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EDS aborts Lucas deal

At 11.00pm on 16th May (i.e. before the US stock markets
opened) EDS announced that it was withdrawing from its
negotiations for an outsourcing deal with Lucas (worth
£500m over 10 years) and its offer to acquire Lucas
Engineering and Systems (LE&S) and Lucas
Management Systems (LMS) for around £100m
(revenues c£50m p.a.). At the same time it was
announced that Lucas had signed a letter of intent with
Computer Sciences (CSC) for the same deal.

Not for the first time, we found ourselves with every party
being a research customer of ours - Lucas, EDS, CSC,
Broadview (who were brokering the deal) and all the other
“unsuccessful bidders”. So they told us the “facts”on the
strict understanding that it was “off the record”. Steering
safely through this minefield is impossible.

» EDS says it based its proposal “on a business prospectus
issued by Lucas’ advisors”but found it impossible to ‘forge
a relationship” under the terms envisaged.

» Broadview, of course, defend their prospectus and Lucas
went out of their way to support Broadview. The term “sour
grapes” was uttered in several of the conversations.
Others questioned Broadview's expertise in brokering
outsourcing deals.

» System House has already reported that the Lucas
businesses were not doing too well - “break-even at best”.
» that was before the EDS negotiations were announced.
Since then LMS, in particular, appears to have suffered
as a result of uncertainty over future ownership. EDS said
“the LMS figures (in the prospectus) were out of date and
wildly ﬂartering". Source - Independent on Sunday 21st May 95.

» but that didn't stop CSC, who ‘know exactly the current
state of the businesses”, from topping the EDS bid.

We will let David Bowen writing in The Independent on
Sunday sum up - “Whatever the truth, it looks like a
banana skin for Lucas and EDS; whether it is a triumph
or a slip for CSC only time will tell”.

So, please dear readers, cancel your subscriptions to The
Independent not to System House!

In any event it means that CSC's meteoric growth in the
UK market will accelerate still further. We just hope their
wallet size matches their ambition.

( Vistec issues second profits warning ) f '

In Nov. 94 Vistec issued a first profits warning blaming
‘acquisition indigestion”at ISO (Nov. 93) and Data Logic
Communications (Feb. 94). The shares crashed from
31pto 15p as brokers forecast PBT of £1.6m to 30th Apr.
95 compared with last year's £3.4m

This month Vistec has issued a second warning. This time
they blamed restructuring costs, a write-down in property
values and a loss on the sale of their insurance services

| business.

Games score for BCE

Current reports now say that Nintendo paid around $40m
for its 256% stake in UK games software company Rare
last month. Also BCE, which paid a total of £14m for
Software Creations and Rage in Nov. 94, reported £1m
profits from the new games division for Q1 1995. So BCE
moved from a loss of £460K to an operating profit of £803K
in the six months to 31st Mar. 95.

We know readers don't think these are ‘proper SCSI
companies”, but we're sure they would not object to those
kind of valuations!

June 1995

J:.

3

Further canny investments for MMT

“Your company has delivered a solid performance”. Last
time we headlined our review as “Come in MMT
Computing - your time has come”. Mike Tilbrook
Chairman, MD and chief bottle washer at MMT, has
certainly made our predictions come true.

Results for the six months to 28th Feb. 95 show PBT up
14% at £1.39m on revenues up 34% at £6.44m. That's a
margin of 22%. EPS was up 16%.

But the news was not universally good. The ‘mainstream”
London operation ‘performed particularly well...more than
making up for disappointing results from the Reading and
AS/400 branch companies”.

A significant part of MMT's revenues comes from
application management. This is an “in vogue” sector but
MMT seem reticent in exploiting its full potential. They
might attract a higher rating if they did.

But Tilbrook seems content to play the market in other
SCSI stocks. He has a canny knack in spotting when to
buy...and even more vitally when to sell. His battle honours
include Quotient (before they were bought by ACT), P-E
International (before they were bought by Cray) and Total
(on their periodic rise and selling before the equally
periodic fall). His current favourite is Sherwood “we hold
around 5% of the equity and are currently showing a paper
profit in excess of £100,000". We have suggestedin each
previous MMT review that you might wish to follow Tilbrook
in his investments....

The problem with MMT is that it is the epitome of the
excellent SMALL UK SCSI company. £56m in the bank,
superb profit margins, a good living for the owner/directors
but seemingly no ambition to take over the world. We can
just hear the combined cry “If oniy...."

hear that the move to services was progressmg so well
_and that the 1994 acqunsmons (Computers for Business
(Scotland) ‘and QA Training) ‘both performed beyond
expecfatfons : :

James Ba:ley at Microvitec said “a/l the group’s divisions
have stronger ‘order books than in previous years” and
forecasted *a successful outcome in 1995”.

) O'Brien, at Sherwood, reported that “1995 has got
off to a good start” with cost savings from the recent
Sherwood[iCL CFM venture “starting to come through'.
The Stock Market shares the optimism as Sherwood
shares are up 73% this year so far!
Even MDIS said it “expects to meet group profit
expeclations.. but almost all these profits will come in the
second half”. But job losses will cause higher initial costs
&, and more orders were needed for the PRO-IV
~
. banking system. Analysts currently expect
\ \ PBT of around £12.5mfor 1995 after
last year's maiden disappointments. J
m
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stock control difﬂcultles Wakebourne had found 'q dlfference
had pressured its systems, which are now being overhauled”.
pounds worth of kit. Wakebourne's FD Mike Carlwnght depaﬂ
: Thns month Wakeboume announced PBT of 21 87m on revenu

outsourcmg their IT requ:rements Wakebourne says itis “in ga
-Apnl Wakebourne shares staged a modest recovery, ending May 95 up 32-/8 ats

RM plc e
It's a funny old world. The only acquisition where we reckoned that Misys had got the price right
_ ina long while was their bidding 210p a share (mainly in Misys shares) for RM plc back in Dec. 94.
RM gave them the thumbs down and floated at 175p. At the time of the bid Misys was trading at
512p - today it is down 30% at 356p. RM, on the other hand is 30% up on its new issue price. It
.2 does not take a genius to spot who might be the...genius.

i We have got incredibly irritable writing reports of new issue failures, so writing about RM’s maiden
| results give us immense pleasure. If that is also coupled with a drubbing for Misys - which quite
¢ frankly has treated us with immense arrogance in the last six months - then so be it.
# RM reported PBT up from £155K to £1.04m and revenues up 17% at £33.6m in the six months to
~ 31st Mar. 95. EPS was up six-fold. Sure there were some “unusual”factors. The
float had meant that net interest payable of £41K had been transformed in net interest receivable of
£247k. But RM, which “in the preceding two financial years had seen more than 95% of PBT achieved
in the second half...this year has benefited from an unusually large order book at 30th Sept.
94",
But the future seems even more exciting. RM's Internet for Learning service ‘s already the
leading supplier of Internet services to UK schools, with over 250 schools connected”. John
Leighfield becomes the latest in a long line of chairman to use the “confidence” word in his
statement...we suspect he might be right though!
Footnote: Followers of the “Where are the Oracle high flyers now” cult might be interested to
leamn that Mike Harrison (was MD Oracle UK - now VP at Informix) has recently been
appointed as a non-exec. director of RM.

— System House
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Admiral Ic i TR il 7 JBA Holdings plc

Final - Dec 53 Final - Dec B4] Comparision| Final - Dec 53 Final - Dec 94t  Comparision
HREV ¥ 36,640,000 ¥35,473,000 +35.0%| HEV 774,467,000 £ 90,687,000 +21.8%
PBT £ 4,608,000 £ 7,719,000 +67.5%{| PBT £ 4,610,000 £ 6,131,000 +33.0%
EPS 27.60p 45.20p +63.8%||EPS 10.19p 12.13p +19.0%
— — = =
Azlan Group plc Kalamazoo Computer Group plc
Intenm - Sep 94 Final - Mar 94} " Intenim - Sep 847 Comparisionj| Interim - Sep 93 Final - Mar 84} Intenm - Sep 94§  Comparisiol
HEV ¥28530,000 £671,506,000 E 37,735,000 TITIRAEV F 29562000 £60,911,000 £ 28,263,000 4
PBT £ 1,882,000 £ 3,871,000 £ 1,079,000 -42.7%i| PBT £ 2,533,000 £ 6,355,000 £ 3,003,000 +18.6
EPS 6.30p 12.40p 3.70p -41.3%|EPS 4.20p 10.20p 4.98p +18.6Y
Capita Group plc Kewill Systems plc
Final - Dec 83 Final - Dec 894  Companision]| Tnienm - Sep 93] Final - Mar 84} Inferim - Sep 84  Comparision|
HEV £'50,168,000 £ 73,800,000 3T THIREV E15,999,000 £ 37,780,0008 £ 16,405,000 257
PBT £ 5,463,000 £ 7,903,000 +44.7°%| PBT £ 1,757,000 £ 4,043,000 £ 2,166,000 +23.3%
EPS 7.90p 10.50p +32.9%||EPS 10.15p 23.00p 12.16p! +19.B§’=
Cedardata plc Learmonth & Burchett Management Systems plc
Interim - Sep 93 Final - War 847 Tnferim - Sep 941 Comparision|| Interim - Oct 83 Final - Apr 84% Inlenm - Oct 94 Comparision
HEV ¥ 2,608, 81207000 £ 3,726,000 +42.9%| HEV ¥ 13,114,000 ¥ 26,406,000 £ 11,023,000 -15.5%
PBT £ 998,000 £ 2,715,000 £ 1,337,000 +34.0%{| PBT £ 201,000 -£ 731,000 -£ 3,278,000 Profit to los
.EES 2.30p 6.30p 2.80p +21.7%{|EPS 1.00p -3.30p -13.70p¢ _ Profit to Iosg
CentreGold plc ““*r!"“g?'ﬂglgj'yaplc
W Inferim - Jan 94 Final - Jul"'84y " Inferim = Jan 957 Comparisiol Inienim - Dec 93] inal - Jun 941 Tnfenim - Dec 947 Comparision
REV 52,554,000 ¥O71.374,000 F 417037600 i 0B 522 000] & 228,848,000 £ 127972000 +145%
PBT £ 2,600,000 £ 4,033,000 -£ 3,883,000 £ 3,211,000 £ 13,543,000 £ 7,220,000 +124.9%
EPS 4.70p _7.30p -6.44p 14.00p 7.80p +136.4%)
Clinical Computl Fg ple
Final - Dec 93 nal - Dec 54
HEV £2,6 X 1,471,684
PBT £1,129/ 000 -£ 688,596
[EPS 9.10p -4.30p
Coda Group plc
Final - Oct 43} Final = Oct 44 Final - Dec 93: Final - Dec 84t  Comparisiory
HEV ¥ 23,450,000 x 23,388,000 £ 5,723,000 £ 8,887,000 +55.5%
PBT £ 3,752,000 -£ 7,992,000 £ 603,176 £ 1,285,000 +113.0%
EPS 10.60p -27.70p 0.69p 1.14p +65.2%i
Compel Group plc MMT Computing plc
Inferim - Dec 83 Final =" Jun 84] " Tnferim - Dec 94 TEInal = Aug 941 (nlenm = Feb Bat . ompartsion
HEV 247305 000 E54542 000 28275600 ET0 T 408 ER—cicR
PBT £ 993,000 £ 2,062,000 £ 1,194,000 2 25051068 ¥ 142%)
EPS 5.02p _10.35p 5.56p =4 13.10p} T +15.6%
Computerised Financial Solutions MR Data Mana ement Group ple
PF Final Dec - 93} Final™-'Dec 94 Inferim -Dec 93 Final - Jun 93¢ “Interim - Dec 94t Comparision
HEV e Rekhi ke 3,120,711 £ 159,602,000 ¥ 40,521,000 £ 21,305,000 +8.77
PBT! £ 330,233 £ 350,617 £ 2,660,000 £ 6,348,000 £ 3,136,000 +17.9%
_EES 8.39p 3.97p! 3.20p 8.00p 4.00p +25.0%
Computer People Group plc McDonnell Information Systems plc |
Final - Dec 93 inal - Dec 84 PF Final - Dec 83! PF Final - Dec 84t Comparisio
REV £°68,748,000 EY7 685,600 £ 1487480000 138,917,000 +0.38
PBT £ 1,102,000 -£391,000f Profit to loss| PBT £ 21,248,000 £ 9,064,000 -57.3%
EPS 4.37p -7.76pi Profit to loss EPS 13.89p 4.57p -67.1%
Cray Electronic Holdings plc Macro 4 plc
Inferim - Oct 93 Final - Apr 847 Intenm - Oct 847 Comparision Interim - Dec 93 Final - Jun 94} “Interim - Dec 84 Comparision
REV} 114,308,000 E271,7T8,000] & 195,037,000 BT HEV 12104000 ¥247367 060 27285000 153
PBT £ 7,804,000 £ 26,168,000 £ 10,085,000 +29.2%| PBT £ 5,400,000 £ 11,211,000 £ 5,685,000 +5.3%
EPS 2.49p 8.60p 3.03p +21.7%||EPS 16.00p 34.20p! 16.70p +4.4%|
CRT Group plc Micro Focus plc
Tnlerim - Ocl 93 Final - Apr 94] Intenm -0 947 Com arlsnorﬁ Final - Jan 94 Final - Jan 85§ " Comparision
HEV £22,427,000 £ 47,348,000 29,187, 3 £ 83,842 000 £ 89,885 000 2%
PBT £ 472,000 £ 532,000 £ 1,285,000 £ 21,761,000 £ 8,723,000 -50.9%
EPS 0.56p -0.13p 1.42p 104.30p 32.00p =69.3%}
DCS Group plc Microgen Holdings plc
Thterim - Dec 93 Final = Jun 847 " Inferim - Dec 94 Final - Ocryy Final - Uct 94:  Comparisiony
REV £2,604,000 £'6,375, 1680 T 4007000 1,000 E58, 774,000 +102%
PBT £ 41,000 £ 426,144 £ 105,000 £ 6,700,000 £ 6,173,000 -7.9%
EPS 0.56p 4.32p 0.88p 10.50p 10.00p -4.8%]
DRS Data & Research Services Microvitec plc
Final - Dec 93 inal - Dec Final = Dec 93 Final - Dec 84: — Comparision
HEV £ 11,133,000 28,798,000 ¥ 35,170,000 44,146,000 +25.579
PBT £ 1,950,000 £ 1,487,000 £ 1,611,000 £ 2,560,000 +58.9%
|EPS 4.02p 3.00p 2.10p 3.00p +42.9%|
Division Group Misys plc
Final - Oct 83 inal - Oct 94 Interim - Nov 93 Final - May 94§ Interim - Nov 84  Comparision
HEV £2,0787000 £5270,000 £32086,000 EOYI58 000 F53522000 +51.9%
PBT -£ 508,000 -£ 1,440,000 £ 8,012,000 £ 18,612,000 £ 11,245,000 +40.4%
EPS -2.10p ‘4_2 14.00p 31.90p 16.20p +15.7%
Electronic Data Processin plc On Demand Information plc
Final-Sep 43 Final = Sep 94 R WW Thtarim = Jan 4% ~Comparis
HEY 14947,000 1Y 013 000 : TEYGAEY 0007 E B 0000 BEE
PBT £ 4,672,000 £ 4,123,000 ~£ 2617,000f  -£1333,000f  Loss both
|EPS 11.71p 10.21p : -5, 7@ 3 e 609 . Loss bolk
Gresham Computing plc xford Molecular ple
Final - Ocf 93 inal - 4} Final - Dec 893 Final - Dec 94t~ Comparision
HEV £'5,823,000 £'6,507,000 E17409,000 2785000 195725
PBT £ 551,000 £ 708,000 -£ 1,265,000 -£ 2,906,000 Loss both
EPS 1.04p 1.32p -8.90p -8.60p Loss bolhy
INSTEM plc P & P plec
Final = Dec 83F Final’- Dag 84; Final'- Noy 93 Final™- Wov 84% —Comparision
HEV £15,254,000 EEHT2,000 2T 258,000
PBT £ 1,021,000 £ 1,153,000 £ 4,107,000
EPS 14.80p 16.80p 4.10p
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Parity plc Sema Group plc
Final - Dec 93 Final - Dec 94 Final - Dec 93 Final - Dec 84§ Comparision
REV £719,768,000 £88;757,600; 2,000 EE06,111,000f +18.7%4
PBT -£ 228,000 £ 4,176,000 £ 24,855,000 £ 32,034,000 +28.9%
[EPS -1.88p 7.19p 16.62p __20.98p +26.2%
Pegasus Group plc Sherwood Computer Servucggﬂ&lc
Final - Dec 93 Final - Dec 94 Final - Dec 93 Final - Dec 84 Compansiory
HEV 7,502,000 24 808,000 B25561,000 E25,069,000 +6.4%
PBT £ 6,930,000 £ 243,000 -£ 1,998,000 £ 79,000} Loss to profi
EPS 72.00p 12.40p -35.78p -10.73p Lossﬁ
Persona plc Spargo Consulting plc
Final - Dec 93 Final - Dec 847 Comparision| Final - Dec 93 nal - Dec 84} ~ Comparisior
HEV T 232,862,000 31,537,000 137 9HIHEY T 4,860,000 ¥ 6,016,000 19369
PBT £ 1,748,000 £ 2,059,000 +17.8%4| PBT £ 483,000 £ 1,211,000 +150.7%
EPS 10.26p 11.42p +11.3%|EPS 2.58p 6.29p +143.8%
Phonelink plc Standard Platforms Holdings plc
Interim - Sep 93 Final - Mar 941 Inlerim - Sep 947  Comparisio Final - Sep 53 Final - Sep 94§ Comparislon
REV £'586,000 1,247,000 £797,000 60| REV E3161,418 £1,305 376 8.7
PBT -£ 301,000 -£ 1,761,000 -£ 1,963,000 PBT -£ 1,065,027 -£ 143,280 Loss both
EPS -0.80p -5.00p -5.50p EPS -10.50p -1.10p Loss both
Proteus International %Ic Superscape VR E;
inferim - Sep nierim - Sep PF Tnterim - Jan 841 PF Final =" Ju erim - Jan 95§ Comparision
HEV i Nil Ni REV r 380,121 858,152 < E 478,371 +22.674
PBT -£ 2,733,000 -£ 6,618,000 -£ 3,666,000 PBT -£ 73,280 -£ 238,024 -£ B44,662 Loss both
| EPS -10.03p -24.23p -11.94 EPS -2.20pf -6.10p -15.90p Loss both
Quality Software Products Holdings plc | Total Systems plc
Final - Dec 393 Final - Dec Comparision Interim - Sep 93 Final - Mar 341 Inlerim - Sep 34§ Comparision
HEV S e e LY k) 6,454,752 +296%| HEV 1,075,044 Mol Jol o) 1,056 857 s (-7
PBT £ 553,244 £ 2,512,400 +354.1%)| PBT £12,330 £ 141,918 £ 7,460 -39.5%
[EPS 6.70p 27.50p +310.4%|| EPS 0.07p 0.96p 0.04p -46.6%
— —
RM plc Trace Computers plc
T nlenm - Mar 943, Final = Sep 941 lnﬁenm War g51 " Comparisiony Tnterim - Nov 837 Final - May 847 [nlerim - Nov 84% " Comparision
HEV POEVASO00T T EBh AR 000 T 1B BYHIHEV ¥, 200,000 18 B 0 e e ) £ Q.SOO,DDG'E i Jic 74 .
‘PBT# £ 155000 Tk E 3759 000} € 0003 457165 PBT £ 216,000 £ 409,901 £ 223,000 +3.2%
EPS't " loe0p _I550pf 400 4566.7%H|EPS 1.20p 2.33p 1.21p +0.8%
Radlus Umpalm lc
Final - Dec 93 Final - Dec 947 Comparisiol Tnterim - Ocl 93§ Final - "Apr 943 Tnlenm - Ocl 94} Comparnision
HEV T 53273,000 ¥ 24888000 ; 4843000 10,753,000 7,664,000 757.99
PBT -£ 1,171,000 £ 1,451,000 £ 148,000 £ 272,000 £ 149,000 +0.7%
EPS -3_._2.@ 2.87p 0.50p O.B_Qp 0.47p -E.D"/-:
Real Time Control plc Vega Group plc
Inferim - Sep 93 ‘Final - Mar 941 Interim - Sep 94 Lumpansfoq Tnténim - Ocl 83 Final - Apr 94 Interim - Ocl 94 Comparision
AEV £3,575,000 T 8534000 T 8451,600 1372 REV ¥°3,577,000 5,703,000 F'5,710,000 128,
PBT £ 424,000 £ 1,387,000 £ 1,050,000 +147.5°/3 PBT £ 757,000 £ 2,147,000 £ 1,020,000 +34.7%
[EPS 4.10p 13.30p 12.00p +192.7%4|EPS 3.54p 10.01p 4.76p +34.5%
Rolfe & Nolan plc |[- Virtuality Group plc
friferim = Aug 837~ Final - Féb 84F Tnterim - Aug 841 " Comparision|| Finar=tec 83 Final = Déc 94 Compan“i“"
REV 6,055,000 £°92,720,000 £77,104,600 ¥5,400,000 £9,126,600
PBT £ 609,000 £ 1,573,000 £ 742,000 -£ 365,000 -£ 1,397,000 Lnss both
EPS 3.00p 6.45p 2.90p -1.70p -5.30p Loss both
Sage Group plc Vistec Group plc
lifenm - War 943 Final~ Sep o4} Jnlenm - Mar 851 Trfenim - Ocl 93, Final - Apr 941 — Tnterim - Oct B4} Comparision
THEV S 4000007 R 50868,000F T T E 506220007 £ {7,6307000 £45,018,000 155,874,000 +435%
PBT. £ B,864,000f = £14,252.000f  £11,740000f = = 47 £ 1,126,000 £ 3,409,000 £ 745,000
lEPS§  o300pi 4540pi  3730pi 0.62p 2.06p 0.41p
Sanderson Electronics plc Wakebourne plc
Inlerim - Mar 943 Final - Sep 94t (nenm - Mar 953 1 Final'=Dec 83 Final = et 94
HEVY  E14217000] £ 33584600 27,676,000 BT5 000
PBT:  22169000f  E4228000{ € 2,805,000 .
Eps Sy 400;} A ?3 5 % 460D |
« B
_ TA Consultancy Services sees better 1995 | |
TA Consultancy Servnces (TACS) - based in our *home rown Famham was formally Rex Thompson Panners
_- . b
- 4 o i
highitech, mrSSion critical projects like fly-by-wire systerns T A Consultancy Services lelted - J
But revenue_reduced from £11.5m to £7.6m in 1994 and Five Year Revenue and PBT Record ‘
PBT feIIfrom 5’:11 m fo 2191 K. Thls WaS due to the £12,000K — 11471 !
completion in 1993 of the Sizewell B Software Protection
System which had been worth some £6.2m. This has § " T
inevitably caused some ‘“rationalisation and restructuring”. ¢ |
But MD Andy Mathew told us that TACS is now back on
line and are "well ahead of our planned operating profit of i cs.ooox }
£640,000 for 1995, The balance sheet remains strong with £a 366 Sii218K
cash of arotind £140K at the year end. Elioe
TACS customers and projecis really are impressive with |
military avionics projects like the Lockheed C130J, Attack
Helicopter, EFA etc. In the last year TACS has done a lot of cox
work for oil and gas companies and is developing ' Yoot et 31 Dscamber
partnership arrangements with Iarge engmeermg el s e
1990 1991 1992 1983 1994 i
contractors to the chemicals industry - .
:System House === 6 June 1995




Intelligent Off:ce Iooks for white knight

The Intelligent Office Co (IOC), where Jim Feeney is a
director, has admitted that it has serious financial
difficulties and is looking for a white knight. IOC, which
specialises in EIS systems had revenues of £2m and PBT

CURP 2y On 1899,
“They’ll never believe me.....
“l wanna tell you a story.” In 1993 CINVen, together with
Syntech (the canny Barnes Thompson outfit), invested
£1m in Solihull (UK!)-based LAN connectivity software
products developer Firefox. In 1994 Firefox ‘made a PBT
of $1.06m on sales of $13.4m”".
On 16th May 1995, Firefox ‘obtained an IPO on NASDAQ
valuing the company at more than £100m” . Roughly an
historic P/E of 175!
It is still rare for a UK company to get a NASDAQ quote
but, as Madge had proved, it is both possible and very
rl_ucrative when it happens.
Synapse acquires Beacon...again
ECsoft Synapse has this month acquired Beacon
Management Services, which had revenues of £1.5m in
the 15 months to 30th Sept. 94.
Synapse was founded 15 years ago and was acquired by
ECsoft in 1991. In July 1994 ECsoft was the subject of an
MBO with the UK representing revenues of £6.2m or about
a third of the group. Beacon adds “some 20% to current
full year revenues"”.
Under Group MD Geoff Tubbs, who joined two years ago
from Hoskyns, ECsoft Synapse has achieved a ‘profit
turnaround”. Around 50% of revenues now come from
“open and enterprise class client server systems”.
Déja vue? Readers with long memories will remember
when Synapse was a quoted company (before its
acquisition by ECsoft). Back in 1989 they acquired
Beacon, for the first time, for £300K. Then Jeff Trendell
did his MBI in 1990, losses tripled and ECsoft bought the
whole lot for £5.8m in July 91. ECsoft, at the time, said it
was looking to buy “further elite computing services
companies in principal European countries”.

~

| For details of Trendell's new “arrival” see page 10. )

RIP Enterprise =~
We ha repnse of the Enterprlso

 the same graVestone as Ferrar,
he other "!ets bwld a comput;ng :
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Admiral expands into Europe

Hot on the heels of selling its stake in Powersoft UK,
resulting in total to “an exceptional profit of £4.2m” last
month, Admiral has bought Belgian systems house
Delphy Consultants NV for £5.4m. This will be satisfied
by a placing at 630p raising £5.4m. Delphy reported a
PBT of c£800K on revenues of £7.5m in the year to 31st
Dec. 94. Delphy, like Admiral, provide a “broad range” of
IT services to a ‘broad range” of blue chip customers in
Belgium.

At the same time, Clay Brendish and Ceri James have
sold a total of 810,000 shares at 630p. They still hold a
total of 34.1% of Admiral equity.

Given that the Delphy acquisition is <8% of Admiral's
current £76m capitalisation, and that it is a mirror image
of Admiral's UK activities, it looks exactly right.

Admiral also announced that it is considering an
acquisition in France “which is similar to Delphy” . They
would expect to finance this out of existing cash resources.
We had become worried that Admiral might break its
unbroken record of EPS growth this year, but Brendish -
at the AGM in May - said ‘the order book stands at
£19m...we are confident that 1995 will be another
successful year for Admiral”. Indeed the Powersoft deal
makes an EPS reversal highly unlikely, although the
targets for 1996 now seem even steeper.

Comment We met Brendish and James again this month.
With Delphy, Admiral now has over 1,000 staff but seems
to have kept more or less the same culture. There seems
little doubt that Admiral will “stick to the knitting” that has
been its recipe for exceptional success in the past.
Acquisitions will stick to our “<20%" capitalisation rule.
Geographic expansion into Europe will be by way of
“Admiral mirror image” companies. Mega acquisitions or
mega outsourcing contracts are off limits. The problem
with our meetings with Brendish is that we both end up
agreeing with each other's statements! It really is difficult
to fault either the strategy or the results.

Of course, we asked about the long term. Were they open
to offers? “Anyone who offered us enough for us to decide
to sell would be a lunatic!”. When we retold that story to a
City contact, the response was ‘there are an awful lot of
lunatics around”.

(CINVen buys IPL stake i
The 27% stake in IPL (System House March 95) has been
purchased by CINVen for “an undisclosed amount” . |PL
made PBT of £2.95m on revenues of £10.4m in the year
to 30th Sept. 94. If IPL had been valued on the same
historic P/E as Vega, they would be worth around £36m.
In the event, we understand the investment valued IPL at

Lin excess of £20m. . )
The others....US mail order company Micro

Warehouse has bought UK PC retailer Technomatic.

Anglia & Oxford Regional Health Authority has sold

its consultancy practice - The Oxford Consortium - to

CSC. ServiceTec's warranty repair business,

ServiceCare, has been bought in an MBO by MD Jeremy

Day for £1m. IT recruitment firm, JM Management

Services has merged with change management

consultancy Catalyst Development. 3i has invested

£9.2m in an MBO at computer and telecomms company,

Specialix. The equity was acquired from founder Les

Pilkington and other investors including Baronsmead.
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Thompson told us he had recelved 25 30" responses to
: hrs appeai for po55|ble oompames to acquure He added

gave us the 1mpress:|on the responses were not of the'
highest quahty o

All-in-all a very credrtable performance S0 how would
_ we have done as a share tipster? At 101p - that's a
’-’gam in five months We have done alot Wof el

do not tip shares ‘We assume our readers are adult

Lynx profits “Bounce”

Sorry for the awful pun, but ever since Lynx Holdings
sold its Bounce About bouncy castle operations in Oct.
94 and concentrated on its SCSI activities, it seems to
have done no wrong.

Results for the year to 30th Sept. $4 had shown revenues
doubled to £21.5m. PBT was up from £619K to £2m. But
EPS was up just 5%. The interims to 31st Mar. 95 were
much the same - revenues up 74% at £12.6m, PBT up

53 61% at £741K but EPS up a more modest 10.5%.

Lynx’ SCSI activities consist of:

|« Communications (APD-Mertech and S.Com Mobile Data

Systems acquired in Apr. 94). Software and products for

in| the radio communications industry. However, business was

‘adversely affected by delays in receipt of orders”.

» Computer systems and software for motor dealers (Signal
Ltd. - acquired in July 1993 for £1m) “continued to perform
well”.

» Chess Valley Computers (mortgage software) acquired
in Nov. 93 for £2.4m and Financial Systems Ltd. (off-shore
financial services software) acquired in Nov. 93 for £2.9m.
Lynx has recently been awarded a £2m contract from the
Royal Bank of Scotland.

» Hardware maintenance and support (Lynxsery Ltd. and
Computer Service Technology (CST) acquired for £2m in
Mar. 94 ).

» Heywood & Partners (pension administration systems)
acquired in Mar. 95 (i.e. not affecting the period results)
for £4.5m.

J

Lencmgh (e} take all the required precautions.

Oracle to quit application software?

We have been quite outspoken in the past with our praise
for Oracle UK’s increasing service-type revenues.
Services accounted for 48% and application software a
further 10% of their £166m UK revenues in 1994. The UK
had a higher proportion of such revenues than any other
Oracle country unit. We believe that this was the strategy
of the Squire/Harrison/Evans team. And, bluntly, we
thought it was right.

But now it appears that Oracle wants to rid itself of its
vertical market activities. Ray Lane (who took over the
international role from Squire) told their User Conference
last month that he thought such vertical applications were
the domain of its third-party resellers. This has been put
into practice in the UK where the 100+ strong local
government software business was put up for sale. It now
looks as if an MBO will be announced shortly with Oracle
“oiling the wheels”, It is rumoured that Oracle UK's health
business would go too.

This all seems mighty strange as only last month Lane
had reported “a record quarter for our applications
business”. Source - FT 22nd Mar. 95 . This month Oracle in
the US has bought Apogee Open Systems - which
provides application products to the oil and gas industry.
In addition, the latest ‘Buy Oracle” research review from
US brokers Donaldson, Lufkin & Jenrette says “we view
(Oracle's application business) as a solid revenue-growth
opportunity....which should drive growth of client/server
applications in excess of 50% for the next three years”.

Lynx ‘views the second half with opnmrsm

But, Iets be honest On. Demand is one of compames
which could really benefn from the rnformatten revolution.
The board approach fhe future with "nthusrasm and

ys t
satlsfactonﬂf we have aocepted a
: over the next 24 months .
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CSI Index best month for years
Whether it had something to do with our prediction last
month that there had never been a better time to invest in
SCSI stocks, our index rose by 8.4% last month against
a more modest 3% rise in the FTSE100. Around 80% of

new trend here!

Computerised Financial fell 17%

as a result of

disappointing results reported in April and (our) continued
concerns about capitalised R&D.

: 26th May 95 CSI Index 1579.28
SQSI stocks recorded rises. . FTSE 100 2311.10
Unipalm put on 57% as a result of new orders for Pipex |csiindex=10000n 1sth April1e88 | FTSE SmallCap 1857.85
from the likes of Mercury. Brokers have uprated PBT : ' :
forecasts for FY 1996 to £1.5m. “That implies the forward
P/E multiple falling from 117 to 31". Source - Investors Chronicle  [Month (30/4/95 - 26/5/95) +8.39% +2.93% +4.95%,
5th May 1995. LBMS put on 36% as hopes of a NASDAQ- |From 15th Apr 89 +57.93%| +61.23%
type valuation lures punters. Wakebourne (see p4) was ggm 1:: jz: 3(1) g;-?gz" +gg ;g:f
) . et 5 (] +. - o
up b)_( 32% as actuals were not quite as bad as the |g o gt Jan o2 +51.15%|  +32.81%
warnings. Indeed, medium term prospects look rosy. |From 1stJan 93 -0.90%| +16.32%| +33.91%
Vistec achieved the impossible of a 26% price increase |From 1st Jan 94 -5.41% -3.14%|  -0.58%
- . - - - (-] 0, o
as a result of its profits warning. Clearly an interesting LemistJan9s o | D e e Tan
Share price Share price | Capitalisation,. | Capitalisation
Share Price | Capitalisation Historic Ratio CS| Index % move % move maove (Em) move (£m)
26/5/95 (Ep) 26/5/85(€m) P/E Cap./Rev. 26/5/95 since 30/4/95 in 1995 since 30/4/85 in 1995
Admiral £6.60 £75.80m 201 1.53 | 4782.61 4.10% 3.94% £3.60m £3.50m
Azlan £1.79 £39.00m 14.5 0.63 778.26 4.07% 33.58% £1.50m £9.70m
Capita £1.85 £101.40m 19.0 1.37 | 5555.56 19.35% 12.80% £16.50m £11.90m
Cedardata £1.08 £33.00m 17.1 5.39 1028.57 8.00% 6.93% £2.40m £2.10m
Centregold £0.59 £25.40m 8.1 0.28 472.00 18.00% -49.14% £3.90m -£21.30m
Clinical Computing £0.36 £5.83m 5.7 3.97 290.32 24.14% -46.27% £1.13m -£5.07m
Coda £1.02 £26.70m 10.6 1.14 434.04 9.68% 32.47% £2.30m £6.50m
Compel £1.14 £17.40m 11.0 0.32 912.00 0.00% 4.59% £0.00m £0.80m
Computerised Financial £0.76 £3.57m 19.1 1.14 844.44 -17.38% -26.21% -£0.75m -£1.27m
Computer People £2.71 £66.40m 33.6 0.68 | 1115.23 15.81% 11.98% £9.10m £7.10m
Cray Electronics £0.66 £156.50m 7.7 0.58 385.86 -8.50% -598.13% -£16.60m -£226.80m
CRT £0.97 £65.30m 23.8 1.38 | 1077.78 7.18% 22.78% £4.40m £12.10m
DCS Group £0.76 £7.22m 21.3 1.13 | 1266.67 -6.17% 4.11% -£0.48m £0.31m
DRS Data & Research £0.24 £8.62m 6.3 0.98 218.18 0.00% -25.00% £0.00m -£2.78m
Division Group £0.88 £38.60m Loss 7.32 | 2200.00 -2.22% -24.79% -£0.90m -£0.90m
Electronic Data Processing £1.38 £36.20m 13.56 2.58 | 4225.35 -1.43% -3.50% -£0.50m -£1.30m
Gresham Computing £0.33 £10.80m 25.3 1.66 354.84 22.22% -10.81% £1.97m -£1.30m
INSTEM £1.31 £5.80m 7.8 0.35 1310.00 -9.03% -12.67% -£0.59m -£0.91m
JBA Holdings £1.68 £55.40m 13.8 0.61 1050.00 7.01% 10.53% £3.60m £5.20m
Kalamazoo £0.88 £19.00m 111 0.31 2800.00 0.00% -10.09% £0.30m -£22.50m
Kewill £3.05 £37.50m 11.2 1.18 1205.53 B.93% 27.62% £3.10m £8.50m
Learmonth & Burchett £2.03 £44.30m Loss 1.68 | 1691.67 36.24% 153.75% £11.80m £26.90m
Logica £3.83 £237.80m 20.6 1.04 1049.32 B8.50% 17.85% £19.60m £37.00m
Lynx Holdings £0.49 £24.80m 11.3 1.15 | 1225.00 19.51% 4.26% £4.00m £5.00m
MAID £0.89 £72.40m 77.8 B.14 808.09 14.10% 28.99% £0.00m £16.30m
MMT £1.90 £21.50m 13.4 1.8 1130.85 2.70% -7.32% £0.60m -£1.60m
MR Data Management £0.90 £50.20m 111 1.24 357.14 0.00% -18.18% £0.00m -£11.20m
McDonnell IS (MDIS) £0.80 £80.00m 19.7 0.62 346.15 3.45% -10.88% £3.00m -£11.00m
Macro 4 £4.50 £07.70m 12.7 4.01 1814.52 17.49% 2.74% £14.60m £2.70m
Micro Focus £7.35 £105.80m 23.0 1.18 | 3550.72 1.38% -10.37% £1.40m -£12.30m
Microgen £1.28 £50.40m 13.9 0.86 547.01 12.28% 25.49% £5.50m £10.20m
Microvitec £0.40 £29.10m 13.5 0.66 963.41 19.70% 8.22% £4.80m £5.80m
Misys £3.56 £305.10m 11.1 3.27 BB5.57 -2.47% -12.96% -£7.70m £110.40m
On Demand £0.67 £34.20m Loss 2.36 858.97 -17.28% 0.00% -£7.10m £0.00m
Oxford Molecular £0.56 £24.30m Loss 8.77 700.00 3.70% -6.67% £0.90m £2.20m
P&P £1.01 £80.10m 12.4 0.30 452.91 9.78% 36.49% £7.40m £22.20m
Parity £1.42 £59.50m 18.8 0.67 7888.86 15.45% 12.70% £8.00m £13.30m
Pegasus £1.85 £11.70m 13.8 2.43 504.09 20.92% 23.33% £2.06m £2.31m
Persona £1.86 £22.50m 16.3 0.71 1162.50 9.41% 16.25% £1.90m £3.20m
Phonelink £2.65 £90.50m Loss 72.93 | 1645.16 4.08% 19.72% £3.50m £14.90m
Proteus £0.98 £32.00m Loss n/a | 1166.67 -15.52% -44.00% -£5.90m -£22.40m
Quality Software £4.43 £38.50m 16.1 2.33 1165.79 11.31% 15.67% £3.80m £5.20m
RM £2.27 £38.20m 12.4 0.58 1287.14 10.73% 10.19% £3.70m £3.50m
Radius £0.37 £10.30m 12.8 0.41 268.12 -2.63% -2.63% -£0.30m -£0.30m
Real Time Control £1.65 £11.60m 12.5 1.36 | 3367.35 5.10% -3.51% £0.60m -£0.40m
Rolfe & Nolan £1.65 £20.10m 26.3 1.58 | 1964.29 3.12% -10.B1% £0.60m -£2.30m
Sage Group £0.60 £204,50m 15.9 4.02 | 7384.62 15.94% 42.43% £28.10m £63.60m
Sanderson Electronics £1.01 £40.00m 12.8 1.18 | 1718.15 21.69% 27.85% £7.10m £9.60m
Sema Group £3.82 £356.00m 18.2 0.60 1201.26 -1.29% -6.37% -£4.70m -£22.60m
Sherwood £1.38 £9.80m Loss 0.39 | 1150.00 15.00% 72.50% £1.28m £4.92m
Spargo Consulting £0.83 £10.40m 13.2 1.73 873.68 2.47% -8.79% £0.30m -£1.00m
Standard Platforms £0.18 £5.48m Loss 4.18 T77.77 25.00% 25.00% £1.10m £2.96m
Superscape £1.84 £0.76m Loss 11.34 920.29 16.46% -0.80% £1.38m -£1.06m
Total £0.25 £2.50m 26.0 1.20 471.70 -10.71% -28.57% -£0.30m -£1.00m
Trace £0.40 £5.60m 18.5 0.30 320.00 2.56% -2.44% £0.14m -£0.13m
Unipalm £2.40 £49.20m 269.7 4.58 2400.00 56.86% 103.39% £17.80m £25.30m
Vega Group £2.98 £42.00m 30.1 4.33 | 2442.62 6.43% 13.31% £2.50m £4.80m
Virluality £2.29 £60.50m Loss 6.63 | 1347.06 8.02% 3.62% £3.90m £2.70m
Vistec £0.15 £18.20m B.0 0.40 641.30 25.53% 13.46% £3.70m £2.20m
Wakebourne £0.51 £11.20m 9.0 0.32 283.33 32.47% -35.44% £2.73m -£5.30m

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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Arrival prospers without VC help
Arrival Holdings was founded by Chairman Jeff Trendell
and MD Paul Day in November 1991. Previously Trendell
had been responsible for Insight/Data 3 and Synapse
before his arrival and Day had come from Pansophic.
Since then Arrival has grown considerably through the
strategic acquisition of a number of software and services
companies.

In 1993/94, Arrival acquired:

- Syan Limited

- Systemsdata Limited

- Focus/400 product division

Telford Computing Limited

- Cypher Information Systems Limited

In February 1995, Arrival acquired System Dynamics,
a long established Irish software services company.
The group now operates out of five locations within the
UK and one in Ireland. Arrival currently employs 117 staff
and has four independent divisions:-

Arrival Systems

A Computer Associates Certified Service Provider and
supplier of applications and software services to mid-
range computer users in the manufacturing, distribution
and healthcare markets.

Syan

An IBM Business Associate providing a complete range
of hardware, software and support services with specific
expertise in operations automation and outsourcing
facilities.

Systemsdata

An application solution provider with industry leading
products covering service management and customs
period entry. Systemsdata is an MDIS PRO-IV Business
Partner.

System Dynamics

A long established Irish software house with skills ranging
from the PC through to the mainframe. System Dynamics
is also a Micro Focus Business Partner distributing their
products in Ireland.

All equity is owned by directors or employees and there
is no debt or institutional funding. According to Trendell,
group revenues grew by 66% to £4.49m and operating
profits by 74% to £291K in the year to 31st Dec. 1994.
Revenues of £7.7m and operating profits of £500K are
forecast for 1995.

Comment

Trendell wrote to us last year with the comment “/ am
close to needing the Rennies”. But so far he seems to
have avoided the dreaded acquisition indigestion by
concentrating on businesses with strong, predictable cash
flows. Trendell says Arrival “will continue to seek new
business pan‘nershrps and opportunities both in the UK
and overseas”. I e expect more acqmsmons in 1995.

[SAGE GROUP

: Operatlng Margin

UK]| France Uus

Revenue £23.4m £16.8m| £10.4m
% of total 46% 33% 21%
Increase 69% 431% 24%
Operating Profit £8.1m £2.6m £1.7m

:| % of total 65% 21% 14%
Increase 64% 550% 25%

it won't happen as we do not want to see another of the best UK- owned soitware compames !all to rship. |
shareholders are unlikely fo allow Microsoft to buy Sage for its current, but still rather modest, prospectwe‘;PlE of 17!
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Citymax Limited
Revenue and PBT Record

£20m -|- £17.8m
£16m

£10m

-£3.2m
18 months snding

+ E£1im

e Crrymax:market share deeper”.

PBT

Over the decade since Crtymax was bom aﬁhough :
: -jthere havg been both ups and downs the City has

318t December Yoar ending 318t Decamber

1991 1992 1993 1994

in And there are no 00 many better parents than Credlt.
; -Smsse with. whlch to mount such an attack.

Respected US brokers Donaldson, Lufkin & Jenrette
have launched a new Information Technology Trends
monthly. Amongst many astute points made is that low-
end server technology will become a commodity item but
the high-end server market will provide the greatest
opportunities. “There are more than 30,000 traditional
mainframes running 500,000-odd applications...over the
next five years we expect this picture to change quite
dramatically with a growing number of mission critical
applications migrating down to the network”.

DLJ confirms our oft-quoted view that “industry value-
added will increasingly shift towards services”. “Faced with
implementing network technology...users are looking
outside for consulting, systems integration and outsourcing
skills”. DLJ, who after all are all about advising their clients
on investment opportunities, suggest that such SCSI
companies ‘should —~=——=m=mmm—m——r———ss
benefit from
increased demand for global
services, in terms of incremental
revenue and higher profits”.

But you have heard all that before
Lfrf.rm us many times before...

r.‘Even in chent—server services is the place tobe| Q1 losses at Micro Focus

Ly

A year ago Micro Focus shares were valued at £10.40.
They have since fallen by a further 30% to 735p. Micro
Focus recorded a net loss of $6.8m in Q1, after a
restructuring charge of $3.4m. Revenues also reduced
from $30m to $28.7m.

Micro Focus announced that 10% of its workforce are to
lose their jobs and the rest will face a pay freeze. They
aim to save $8m in a full year.

We repeat our warning:

e Micro Focus was slow to realise the changes in its
marketplace. Whether it can now run fast enough to ever
regain its previous position is open to doubt.

» we are concerned at the increased gap between
capitalised R&D and amortisation.

» we have warned that the last time Micro Focus went
through such a “transition”(as it calls the current position)
it fell to a loss of £2.76m. Brokers SG Warburg last forecast
was for PBT of £15.8m - down from the £21.7m last year.
But we also strongly support the current move to ‘put
services on an equal footing to products”. Micro Focus'
consulting revenues, helping clients to “re-hosi’ their
applications, are growing fast. Provided they are given

) thetime needed, this could be the basis for their recovery.
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The System House™ awards for 1994

‘Best organic profits growth” award to Spargo Consulting with their 151% PBT growth. Made
even more special as this was their maiden results in the year AFTER their float.

Our “Best of the Privates” award, for the highest profits growth by a privately UK owned SCSI
company with PBT >£500K, goes to Kerridge with their 98% PBT growth to £1.06m, closely
followed by Triad Special Systems boosting PBT by 89% to £1.02m. As Kerridge's performance
has seen both ups and downs, we think its time to award Alistair Fulton, MD at Triad, the
System House™ “boring” award that he has long sought. He joins a short list which includes
Admiral and Vega ....but unfortunately Coda too. Thus proving, yet again, how fallible we are.
The ‘highest operating profit per £ of staff costs” award (a very good measure, we feel) goes to

Computer Disaster Recovery (156p - clearly no disasters last year!) followed by Cedardata (141p - in the year
AFTER their float) and Portfolio Administration (121p - in the year they were acquired by US Deluxe).

Most ‘“consistently good performance”award goes to Capita who have increased PBT by an average of 73% p.a.
between 1995 (when our records began) and 1995. Just look what can be achieved when your company is run by
accountants!

Our ‘highest profit margin” award AGAIN goes to Macro 4. Their 46% margin in 1994 means they have topped this
particular list in nine out of the last ten years. The Centre for Software Engineering pipped them to the #1 slot last
year but have faltered in,1994. Whatever criticisms we may have voiced of Macro 4's current trading situation, that is

an incredible performance.

To Capita and Macro 4, we add Admiral as one of only three quoted SCS| companies never to have announced an
EPS reversal in any of the years 1985 - 1994. But for how much longer?

Although Sherwood Computer heads our best performing share tables for the last year, the best performing share
since our records began in six years ago is Sage - up a massive 640%|

The “highest paid director in 1994" award goes to Hoskyns where last year the board shared in a £1.1m payout from
the “senior employees trust #2" setup when CGS bought Hoskyns. The HPD at Hoskyns in 1994 had remuneration o.
£503K. However, if you add dividends received, the CEO at CentreGold received nearly £570,000 in 1994. Readers
may be interested to note that the HPD at DRS, whose share price has dived from 110p to 24p since they launched
onto the Stock Exchange in May 1994, earned £975,000 in the year to 31st Dec. 93.

And the richest? The Sunday Times “UK's Richest 500" list says Peter Rigby, owner of Specialist Computer
Holdings, is worth at least £175m. It is difficult to value private companies, but considering that SCH expects profits
‘between £15m and £20m on sales of £370m” in 1995, the valuation seems reasonable! For quoted companies,
Trevor and Heather Burke's shareholdings in Phonelink were worth over £50m at the last count. Messrs. Wylie and
Goldman both saw their shareholdings in Sage rise to be worth over £20m, whereas Messrs. Gilmore and Pool saw
the value of their shareholdings in Proteus dive by £20m in the last year - and still further since.
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