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“To float or sell, that is the question”

those valuations fell to below the average P/Es achieved

Well, it is certainly the most common question that our
subscribers have asked us in the last couple of months.

Background

There have been surprisingly few SCSI flotations - about
90 in total since the early 1970s. It might have been

in trade sales. In the first half of 1995, according to

Broadview Associates,

there were around 110 SCSI

transactions worth nearly £1 billion. l.e. the six months
exceeded our total for 1994 as a whole. During that same

six months, there

expected that a
float would be the
preserve of the
larger company -
but, in fact, the

Average historic P/Es pald for trade sales compared
with average for quoted SCSI companies

were NO new
floats.

Any view that
trade sale activity
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or provide access

to resources for growth. Most trade sales probably go
unrecorded. Even on the basis of those that have come

to our notice, there are probably
50-100 times as many SCS|
trade sales than floats.

1994 was a “record” year for
SCSI floats with 15 taking the
plunge. Almost all of these took
place in the first four months. We
recorded over 200 trade
transactions worth around
£750m in 1994. But this was a
reduction in both number (220)

increased by a

record 41% since May 95. Average historic P/Es have
risen from just 15 in April to 20-21 now. We would suspect

New SCSI Issues 1993/1994/1995

that quoted valuations are now
above the average P/Es
achieved in trade sales again.

This, in turn, has meant several
companies dusting off their float
plans. The first result is that the
delayed CMG float is now
planned for late November. It
looks as though this will be the
only main market SCSI float of
1995 - a record low! (Note:

and value (£1 billion) recorded

for 1993.

Since then, due to what CMG
referred to as ‘poor sentiment towards the sector”. the
number of new issues dried up. The ‘poor sentiment” was
as a result of the many “disappointing” results for both
new and established players. The result was that average
values - as measured by historic P/Es - fell sharply. Indeed
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There were a (surprisingly) few
AIM floats. Even here, most
were moves from the 4.2
market.) There are several other companies seriously
considering the possibility of a float in 1996. Fl Group,
Data Sciences, Heath (Peterborough & Datasure) and
Triad are among them.

“To float or sell?”...for our comment see page 2
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“To float or sell” continued from page one......Comment.
From the heady days of 1993/94, when the “window of
opportunity” for a float was open so wide that many
companies that should have avoided the temptation
jumped through, the window was locked and bolted for
well over a year. Now it is at least ajar again. There are,
however, many factors which could mean that the window
of opportunity is short lived. The UK stock market is at an
all time high but pundits are warning of a growth slowdown
in 1996. An election must be called by May 1997 which
could well cause uncertainty in the second half of 1996.
And sentiment towards high tech. is highly volatile. There
are already criticisms that US high tech. stocks are over
valued which has seen a major easing of prices in the
last month on the US exchanges. There is still room for
some megadisasters - like MDIS, Cray

et.al. which contributed towards the
problems in 1994 - to reoccur to put
an abrupt dampener on the party.
“To float?”

Q1 1996 seems like the best period
to aim for. Prices should, however,
be more realistic than the last
round. We would guess 15-16
average P/Es or around 1x revenue for a services
company, will be the norm. But with average profit growth
of 25%+ likely in 1996, that should hold out the promise
of decent rewards for new investors too. The success or
otherwise of the CMG float will be a key indicator.

“or to sell?”

We know there are many companies which floated which
now wish that they had taken the trade sale route. With
guaranteed cash in the bank and sans the hassle which
analysts such as us subject quoted companies, the route
seems very appealing. There also seems little doubt that
overseas, particularly US, companies both have higher
valuations themselves and can therefore bid higher prices
than their UK equivalents. Indeed the latest Broadview
Associates report shows US buyers leading all foreign
nations in their purchases in the UK SCSI sector - 26% of
the total in H1 1995 and up 50% on 1994.

We suspect that trade sale activity will increase as the
industry “consolidates” and that, although there will be
some, those choosing the float route will still be rare.

NDERSEN
ONSULT]NG to 31st Aug. 95 - now
nearly equal to the

revenues of Arthur Andersen. A new name - Andersen
Worldwide - is now proposed for the parent.

It would appear that growth in Europe was much stronger
than the relatively weak performance recorded in the
previous year. Andersen Consulting UK seems to have
won few significant new outsourcing contracts in 1994
when, out of total revenues of £284m, outsourcing was
marginally up at about £55m. But the UK has won new
outsourcing contracts worth at least £25m p.a. so far in
1995, These include the £7m p.a. contract with Thames
Water, the £5m p.a. deal with Conoco and the extension
of the BP Exploration contract. In addition the UK won
the £110m deal to replace the DSS NI systems. This will

Andersen Consultin;
reported revenues up
24% to $4b in the year

NatWest disposes of Centre-file

Centre-file is one of the oldest surviving names on the
UK SCSI scene. As a wholly owned subsidiary of NatWest,
they had grown by providing bureau payroll services and
other HR activities. Revenues had grown consistently - if
not dramatically - to £95m in 1994. Over half - £53m - of
this revenue directly related to the NatWest. But
“development costs..restructuring and losses incurred on
desktop services and the Group Property Project’caused
the first ever losses of £3.6m to be reported in 1994.
There then followed an in-depth review and a decision
was taken earlier this year to dispose of the non-NatWest
activities. This month, the results of that disposal
programme were unveiled;

« the personnel and payroll services (P&PS) division
was sold to US Ceridian for £33.1m cash. 264 staff will
transfer as will the Centre-file name which will continue
to be used. We understand that P&PS represented 20%
- or c£21m - of Centre-file's revenues and was making a
profit margin of 12-15%. Its main competitors are
Peterborough, ADP, CMG, Data Sciences payroll services
etc. Ceridian will also market HR services to NatWest.
customers.

Ceridian was formed out of CDC in 1992. Twelve
acquisitions have been undertaken since. It recently
announced it was to acquire the transaction processing
bureau Comdata. Then Ceridian will have 1995 revenues
of about £800m and current growth rates are upwards of
25%.

Paul Wyman will continue to head the “new” Centre-file
operation. He was clearly elated to be “part of a company
which really understood the business” and is likely to be
able to operate under the same kind of autonomy awarded
to other Ceridian acquisitions.

» the K3 Group, which supplies systems to the insurance
and building society markets, was acquired by Centre-
file in 1992 for £5.4m. In 1994 K3 had revenues of £6.7m
and PBT of £1.1m. This has now been sold on to IBM UK
for £7m. K3's 150 staff will become part of IBM UK's fast
growing Services division under Brian Sellwood.

* an announcement on the sale of the workflow business,.
now trading under the name Integrated Work, is also
likely very soon.

The remaining bits of the “old” Centre-file will trade as
Management Computing Services Ltd. in the period
until everything is sold or transferred back into NatWest's
IT dept. Many of the Centre-file management - like MD
Noel Dearing and John Lowrie - will then take well-earmed
retirement.
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(Services and the “hardware vendors”
As IBM now makes more money from software and services
than it does from hardware, perhaps we shouldn't refer to
them as a hardware manufacturer any more. Latest results
for Q3/95 show flat hardware sales at $7.8b, with actual
declines in mainframe and AS/400 revenues. Maintenance
. revenues grew by 2% to $1.9b, software by 14% to $3.1b
but services was up a massive 36% to $3.1b. Service order
backlog for outsourcing contracts etc. now exceeds $30b.
Desktop services is a particular hot spot here. The recent
$600m/10 year deal with Campbell Soups in the US which
involves IBM running their data centres, network and 7,000
PCs is an example. IBM's outsourcing and S| activities will
have revenues of $9b in 1995 - only a whisker behind EDS’
$10b. And IBM's business is growing at 33% p.a. compared
to EDS' 20%.
I's a completely different story at Digital in Q1 FY96. PC
hardware sales increased by 32% and Alpha sales, as servers
to networks, were up 40%. DEC VAX sales declined again
and now represent just 5% of Digital's total revenues. Digital's
services revenues reduced and now represent 45% of the
total. Reducing hardware maintenance as DEC VAX sites
“go dark”and the moves out of consultancy were key reasons.
Although notin the IBM league, we have described on many
occasions the success that BULL - and its Integris activity -
is having in the UK SCS| sector. This month BULL UK
announced a 60% increase in UK SCS| sales in Q3/95
Outsourcing revenues hit an impressive £11m in the quarter
before the Data Sciences deal. This month BULL UK also
announced the acquisition of RAK Computer Services - a

£2m rev. deskiop services business based in East Anglia. J
s
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Data Sciences subcontracts to Integris
This month Data Sciences announced that it was to
subconftract its IBM mainframe processing business to
Integris (BULL). Integris gets a 10 year contract and the
accounts transferred are worth around £8m p.a.

The new deal probably puts Brian Gunn's Integris on a
run rate approaching £50m p.a. - a quite incredible
performance considering they started almost from scratch
as recently as Jan. 94.

Our only surprise at the deal is that it has taken so long.
It was on the cards when we first interviewed Andy
Roberts, as the new CEO at Data Sciences, back in mid
1993. Roberts made great play then of his focus on the
new technologies. The MVS MIPS business is increasingly
the preserve of a few large players. You are either in it big
or not at all. Data Sciences’ own operations - essentially
the Datasolve operation based in Sunbury - had already
seen staff reduce from 350 to 250 over the last two years.
So the deal with Integris seems to make sense for all
parties. Brian Appleby, the long standing and respected
head of this part of the operation at Data Sciences, will
continue to be i/c of the datacentres.

With the last bit of “unfinished business” now complete,
the decks are clear for a Data Sciences’ float decision
(see page 1). Their year ended on 30th Sept. 95 and
results could well contain some pleasant surprises.

It might be the first float for the “new” CINVen who are the
major institutional backers of Data Sciences. CINVen, with
£1b in funds under management, were successful this
month in their MBO from British Coal for “less than £5m”.
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..Coda bounces back Ourviews on Coda are as well known as our views
on QSP above. We were so impressed that we gave them a rare System House
boring award. Coda reacted to the honour by piunging to an £8m loss in FY94,
But since then the recovery has been swift. This month a major deal involving
100 subsidiaries of Turkey’s Kog taking Coda-Financials was announced as
well as deals worth £1m+ with Mattel, Dauphin etc. The share price has recovered
dramatically from its low of 75p just a year ago. We had hoped it might break its
launch price of 235p but it closed on 202p - that’s still a 162% rise so far in 1995!
Analysts are forecasting profits of £2m for the year.

Note: Coda fully expenses R&D, takes licence revenue on delivery/acceptance by client etc.
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4

Coda Share Price

wnco lseuo In February teod

November 1995




[Quote:

Admlral Ilc

INSTEM plc
Interim - Jun 94 Final - Dec 94} Intenm - Jun 95 Inferim = Jun 94 Final - Dec 94F  Interim - Jun 95]  Compansio
HEV 24 560,000 £4Y 473,600 BHY 204,000 B804S 000 8 BT2000 YT, 205,000 +3071Y
PBT £ 3,198,000 £ 7,719,000 £ 5,589,000 £ 505,000 £ 1,153,000 £ 577,000 +14.3%
[EPS 18.50p 45.20p 31.80p 7.40p 16.80p 8.40p +13.5%
Azlan Group plc JBA Holdings plc
Final- Mar 54 Final - Mar 85 Thlenm - Jun 94, inal - Dec ferim - Jun
REV E'81,508,000 50,488,000 500,000 £ 90,687,000 £ 35,464,000
PBT £ 3,871,000 £ 3,906,000 £ 264,000 £ 6,131,000 £ 754,000
[EPS 12.40p 12.50p 0.19p 12.13p 1.43p
Capita Grou lc Kalamazoo Computer Grou lc
Inferim - Jun 947 Final - Dec 894 In!anm = Jun 8b ‘Final -~ Mar 94 Final - Mar
HEY F0,470;000 7S B00000 PEA50,000 TTEE0 T 000 860,719,000
PBT £ 2,710,000 £ 7,903,000 £ 4,010,000 £ 6,355,000 £ 6,815,000
[EPS 3.80p 10.50p 5.00p 10.20p 11.80p
Cedardata plc Kewill Systems plc
Final - Mar 94 Final - Mar 85 Final - Mar 94 Final - Mar 95
REV £6, 120,000 8- Rk w1 o] Le[o0] TN BE7 . 000 +5.9%
PBT £ 2,715,000 £ 3,572,000 £ 4,043,000 £ 5,067,000 +25..
[EPS 6.30p 7.90p 23.00p 28.39p: +23.4%
CentreGold plc Learmonth & Burchett Managgpgp!r%s_tggl_s__e_lg_
Inferim - Jan 54 Final = Jul 93F  Inferim - Jan 95 Final - Apr 94 inal - Apr omparnsion
REV B3 554,000 91,374,000 A7 037,000 B 26,406,000 23,761,000 .09
PBT £ 2,600,000 £ 4,033,000 -£ 3,883,000 -£ 746,000 -F 5,251,000 Loss both
ﬂs 4.70p 7.30p -6.44p -3.10p -24.70p Loss bothy
Clinical Computing plc Logica plc
Inlenim - Jun 94 Final - 1Jec 84F " Tnterim - Jun 95 Final - Jun 54 Final - Jun 95
HEV 735,000 B 1471684 824 952,600 B 135,
PBT -£ 227,000 -£ 688,596 -£ 357,000 £ 13,543,000 £ 20,310,000
[EPS -1.40p -4.30p -2.20p 14.00p 21.70p

Coda Group plc
Interim - Apr 94 Final - Oct 394} Interim - Apr 95

Lorien Group plc
Tntenm - May 943 Final - Nov 94¢ Intenim - May 953 Compansiony

HEV BTS2 7,000 P2 EEE 600 215,209,000 7 800,600 £ 7,8047000 11,500,000 +47.49]
PBT -£ 2,546,000 -£ 7,992,000 £ 993,000 £ 142,403 £ 169,000 £ 414,315 +190.9%)
[EPS -B.00p -27.70p 2.70p 2.39p 2.65p 6.17p
Compel Group plc Lynx Holdlng_gr_lglg__m__gs
Final - Jun 94 Final - Jun 95 ‘Inferim - Mar 54 Final’-'Sep 94} " Intenim - Mar
EV E54542,000 270,078,600 B T,257,000 ¥21,523,000 £ 12,605,000
PBT £ 2,062,000 £ 2,684,000 £ 460,000 £ 2,009,000 £ 741,000
[EPS 9.60p L 11.10p 1.15p 4.50p 1.27p
Computerised Financlal Solutions M.A.I.D plc
Interim - Jun 84 Final - Dec 94 Intenm - Jun 95 |m9‘ﬁ~l'l1 = Jun 94 Final - Dec 54 Wanm =Jun 895 Companstor
HEV 1,404,000 12071 ¥1,276,000 ¥E872,600 U HET 000 B5,762,000 +45.
PBT -£ 36,000 £ 350,617 -£ 66,000 £ 440,000 £ 1,285,000 £ 408,000 -7.3%)
EPS -1.40pi _ 3.97p -1.50 Loss both|EPS 0.39p; 1.14p 0.33p: -15.4“/=
Cray Electronic Hotdln s plc MMT Computin le
Final - Apr 94 - Apr 357" Tomparisio Interim - Feb 84 Final - Aug 94} Interim - Feb 95§ Comparnsion,
HEV BR800l Lo 254,53!,000 -Z5Y%IREV P ABTS 000 1 10.9‘6"(9393 BB A4 000 Facicl:
PBT £ 26,168,000 £ 835,000 -96.8%| PBT £ 1,215,000 £ 2,505,106 £ 1,387,000 +14.2%)
EPS B.60p -0.30pi Prolit to losg| EPS 6.40p 13.10p 7.40p +15.%
CRT Group plc MR-D Data Management Group plc
Final - Apr 84 Final - Apr 857 Comparisiol Final = in 94T Final-Jun
HEV 37,348,000 £ 72,762,000 : : kS
PBT £ 532,000 £ 5,972,000
EPS -0.13p 6.30p
al iR gt P Interim - Jun S4TPF Final = ec 94} Thtenm - Jin Y5
(sfer ki 5000 E 148,511,000 79,735,000
£ 5,044,000 £ 9,064,000 -£ 1,673,000
£ 32 i AR ey 3.48p 4.57 -w
DRS Data & Research Services Macro 4 plc
Interim = Jul 94§~ "Final - Dec 94} Interim - Jul 953  Com Final - Jun 94 Final - Jun 95§  Comparnsion
HEV ¥'5,758,000 £, 798,000 14,264,000 67660 RS NS 000 Y29
PBT £ 1,484,000 € 1,487,000 £ 512,000 £ 11,211,000 £ 11,602,000 +3.5%
|EPS 3.19p 3.07p 0.95p 34.20p o 35.20p +2.9%]
Delphl Group plc Micro Focus plc
Intenm - Jun 54 Final - Dec 94f  Internim - Jun 85 Intenim - Jul 54 Final - Jan 95 Inferim = Jul 957~ Comparision
HEV! £ 38073, ,685] 1,168 950, TBG A5 000F  E 36,800,000 -;Z,S‘Z
PBT £ 733,000 -£ 391,000 £ 4,101,000 £ 7,020,000 £ 8,723,000 -£ 4,470,000
[EPS 3.42p -7.76p 11.66p 33.10p 32.00p -30.30p
Division GrouPrﬁR!E“‘x‘“gt‘ Microgen Holdings plc
Interim - Apr 94 Final - Uct 54} Intenm - Apr enm - Apr
HEV £ 2,106,000 5370000 (5 2.4'EQEISUZY 773 BBE]
PBT -£ 892,000 -£ 1,440,000 -£ 1,575,000 £ 6,173,000 £ 4,470,000
[EPS -2.50p -4.30p -3.80p 5.50p 10.00p 7.30p
Eidos plc Microvitec plc
Trterim - Jun 94 Final - Dec 94} Interim = Jun 95 Titerim - Jun 94§ Final - Dec 94t Inenm - Jun 95
REV PUYRECTYE 3oL B3 L3S B A8°4% U0 523000 EA4 45,000 28 550,000
PBT £ 47,834 -£ 107,623 -£ 267,533} Prolit to loss £ 1,120,000 £ 2,560,000 £ 1,607,000
EPS 1.93p -4.16p -10.03pi Profit to loss 1.24p 3.00p 1.47p.
Electronic Data Processin Misys plec
Tnierim - Mar 94 Final - Sep 94} Inferim - Final - May 94 Final - May 95
REV ¥7.179,000 14,073,000 ¥E, 458,000 {55395 hﬂﬁ
PBT £ 2,061,000 £ 4,123,000 | £ 18,612,000 £ 26,345,000
|EPS 5.12p 10.21p 31.90p 35.10p
Gresham Computin lc
Irferim - Apr 04 Final = Ul 94p lnlagh‘r'ﬁg“ﬁ‘ﬁ?'ﬂg | Udmpansion
HEV T 068,600 £8.507,000 B I 803000 (ST 0 L0 S gt
PBT £ 244,000 £ 708,000 £ 521,000 £ 666,324 +61.4%
EPS 0.43p 1.32p 0.98p 5.88 +55.13¢]
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Softwright now US owned
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On Demand Information plc Sanderson Electronics Blc
Inferim - Jan 94 Final - Jul 843 Interim - Jan 95¢  Comparisio Infenm - Mar B4t Final - Sep 94 erim - Mar Comparisiory
HEV BT 847,000 4487000 B5 120,000 “56.8%| REV P14 217,000 ¥ 33,084,001 U7H] """"""“4E"ER'J'.5°7=
PBT -£ 669,000 -£ 2,617,000 -£ 1,333,000 Loss bothll PBT £ 2,168,000 £ 4,228,000 £ 2,805,000 +29.3%
EPS -1.60p -5.70p. -2.60p Loss both{| EPS 4.00p 7.30p 4.60p +1§._%
Oxford Molecular plc Sema Group plc
Interim - Jun 94 Final - Dec 94¢ Intenm - Jun 858  Comparisio Interim - Jun 94 Final - Dec 94} Interim - Jun 857 Comparisior
HEV 1,088,000 2,765,000 2832000 + HEV F2UE 3190008 £ 596,111,000 B892} —“"E‘i‘m%
PBT -£ 933,000 -£ 2,906,000 -£ 2,112,000 Loss bothj| PBT £ 12,567,000 £ 32,034,000 £ 15,208,000 +21.0%
EPS -3.50p ___-8.60p -4.30p Loss both||EPS 9.13p 20.98p 10.55p +15.6%)
P & P plc Sherwood Computer Services plc
Tnferim - May 84 Final - Nov 84} Tnlenm - May 85~ Comparisio Infenim - Jun 84F Final - Dec 94} Inlerim - Jun 85 Comparision
REVY " E 118,800,000 £ 263,040,000f £ 171,700,000 AT AT AEY 211,957,000 175,069,000 "OB8, "“““""E"!B'.‘I%
PBT £ 2,700,000 £ 8,016,000 £ 6,200,000 +129.6%l| PBT -£ 88,000 £ 79,000 £ 615,000{ Loss to profi
EPS 2.80p 8.10p 5.30p +89.3%|EPS 0.30p -10.73p 5.90p
Parity plc SPargo Consultin lc
Inferim - Jun 94 Final - Dec 94§ Inferim - Jun 95— Comparisio [nferim - Jun inal - Dec erim - Jun
HEV 138,004,000 YOHY, 787,000 PE1512,600 +61 HEV PO HEA 600 £'8,018,000 P48 0003
PBT £ 2,023,000 £ 4,176,000 £ 3,069,000 +51.7%| PBT £ 606,000 £ 1,211,000 £ 192,000
EPS 3.51p 7.19p 4.82p +37.3%|EPS 3.20p 6.29p 0.9001 i
Pegasus Group plc Standard Platforms Holdings pic
Interim - Jun 94 inal - Dec 94F _ Interim - Jun 95¢  Comparisio Tritenm - Mar 94§ inal - Sep erim - Mar 95]  Comparision
HEV 5,275,000 T4 508,600 ;0387 +33. v T749995 ¥1H05.378 e B L) +8%
PBT £ 68,000 £ 243,000 £ 172,000 +152.9%4] PBT -£ 35,640 -£ 143,280 -£ 314,850 Loss both
|EPS 0.70p 12.70p 1.80p! +157.1%J|EPS -0.90p -1.10pf -1.50p Loss both
Persona plc Superscape VR pic
I'nierim - Jun 84 Final = Dec 84} Inferim - Jun 85] omparisionf ini
HEV 15,042,000 37,537,000 24,780,000 B4 T RE
PBT £ 1,005,000 £ 2,059,000 £ 1,350,000 +34.3%| FBT
[EPS 6.00p 11.42p 7.50p +25.0%||EPS:: -32 80p
Phonelink plc Total Systems pic
Final - Mar 54 Final - Mar 95§ Comparisio Final - Mar 54 Final - Mar 957 Comparisi
AEV 237,600 2,085,000 +68. REV: ¥ 2,082,429 +4.
PBT -2 1,761,000 -£ 3,702,000 Loss bothl] PBT £ 141,918 -62.3%
EPS -5,00p -10.40p Loss bothl| EPS 0.96p 0.34p -64.6%
Proteus International plc Trace Computers plc
Final - Mar 94 Final - Mar 85§ Comparisio Tnferim - Nov 93 inal’ - May 84t Intenm - Nov 947 Comparision
HEV NiY Nif n/al| HEV 8,200,000 218,828,550 £ 500,00 339
PBT -£ 6,618,000 -£ 7,925,000 Loss bothl| PBT £ 216,000 £ 409,901 £ 223,000 +3.2%
EPS -24.23p -25.47p Loss both{|EPS 1.20p 2.33p 1.21p +0.8%
Qualit; Software Products Holdings Ic Unipalm plc |
X ~Antenim - .Jun cernaks C SAmenm:--Jun: 7 mparisio Final - Apr 94 I-|na| = Kpr 95 mparisi
REV 72660008 ¥ 16, 494,7928 A0 T1500 REV 210,753,000 YA, 767,000 +B85. 2%
PBT{ ~ - £604000§ £ 2512400} PBT £ 272,000 £ 442 000 +62.5%
| EPS 690pi 27.50pt EPS 0.89p 1.48 +66.3%
RM plc Vega Group plc
Inferim - Mar 94 Final - Sep 94t  Intenm - Mar Y5 Final - Apr 94 Final - Npr ) Comparisiony
HEV 28,745,600 755,493,600 ¥ 33,558,000 186" HEV G, 703,600 F12516,000 ¥280%
PBT £ 155,000 £ 3,769,000 £ 1,041,000 +571.6%4| PBT £ 2,147,000 £ 2,910,000 +35.5%
EPS 0.60p 15.50p 4.00p +566.7%||EPS 10.01p 13.49p +34.8%
Radius plc Virtuality Grou lc
TrAferim = Jun o Finalr-Decg4; Tnlernim - Jun 95 Tnferim - Jun 94] inal - Dec ll!ﬂaﬁm = Jiin 951 Comparisiony
AEV 12,325,000 T 24788E,000 13,424,600 £ 4,120,000 09,125,000 8,269,000 +52.29
PBT £ 808,000 £ 1,451,000 £ 835,000 -£ 695,000 -£ 1,397,000 -£ 583,000 Loss both
'EPS 1.19p &B?p 1.96p -2.702 -5.30p -2_200 Loss both
Real Time Control plc Vistec Group plc
Final’ - Mar 54 Final - Mar 95 Final = Apr 94 Final = Apr 95
THEV By 600 B8 48,6001 P45, 078,000 PBY,172,000
PBT £ 1,387,000 £ 1,782,000 £ 3,409,000 -£ 327,000
EPS 13.30p 20.00p 2.06p -0.38p
Rolfe & Nolan plc Wakebourne plc
Final - Feb 94 Final - Féb 95 Final = Diac Y4F ™ Tnferim - Jun 95:
HEV ¥Z,750,000 E14,288,000]
PBT £ 1,573,000 £ 1,512,000
EPS 6.40p 6.70p
Sage Group glc
Tnferim - War 94} inal = Sep erim - Mar
HEV £25, 400,000 50,888,000 T50,622,000 ;
PBT £ 6,864,000 £ 14,252,000 £ 11,740,000 |
[EPS 4.44p 9.08p 7.46p +68.0%

Back in 1991, Softwright Systems’ shareholders, which included Jane Tozer
and Paul Frew, raised £741K to buy out Micro Focus' 54% stake. Since then revenues grew to £4.3m and PBT to
£353K in FY94. Softwright is ‘the leading provider of business object technology and systems in Europe”. This month
they have merged with US System Software Associates (SSA) ‘the leading provider of business enterprise information
system to the industrial sector”.
All parties are keeping mum about the valuation other than ‘the shareholders are very happy”. Given current US IT
valuations, you can be assured that the management will have made a hefty gain on the MBO price!
We are also assured that the deal will be good for staff and customers. Softwright will continue to be operated as a
separate business but will be able to access wider markets as a result of the deal.
Although we are pleased in particular for Jane Tozer, who has contributed so much to our industry over the years, it is
still disappointing to see yet another of our innovative software companies falling to US predators just because they
seem to value such talent far more highiy than UK investors.
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Glasgow-based training company Facllitec has merged
with PC dealer Informtech. Firecrest, which is listed on
AIM, has acquired a 74% stake in Intemet access provider
- Nethead. Nethead, which lost £32K last year, is to offer
interactive services for the sale of houses, cars and travel.
US IQ Software has acquired UK Soft Systems (the
developers of the Vision analysis tool) for £1.46m and 248K
IQ shares. FM supplier - Serco - has acquired Testech
for £755K in shares. Testech had revenues of £1.5m and
a loss of £365K in 1994. Administrators have been
appointed at Prodis plc, which distributes computer
games. Prodis trades as SDL (UK) and Silica Systems
and had annual revenues of £44m. Space Computer
Systems (sadly a System House subscriber) has
appointed the receivers. Given that they had revenues of
£21m, PBT of £719K and net assets of £4.3m in the
financial year to 31st Mar. 94, their demise came as a
surprise (even) to us! Software Warehouse has bought
the Flex UK brand name from the liquidators. Pearson’s
(see p10) has bought US software developer Micro-Logic.
Case tool supplier Ipsys has appointed the receivers.
McAfee, the US client/server network management
software company, has acquired its UK agent IPE Ltd as
well as their agents in France and Germany.

There is news that British Steel is about to sell its CMS
FM division as part of a larger IT outsourcing deal. As well
as British Steel, CMS has outsourcing contracts with
Breckland District Council and Cambridge City Council.
It was also rumoured that Perot is about to win a £100m
billing contract with BT. Is there now no stopping Perot?
Women in IT (WIT) has closed due to a lack of cash. Its
main spokeswomen, Jean Irvine, has recently moved from
running the Post Office’s IT back to personnel from whence
she came.

Kalamazoo

After last month'’s profits warning, Kalamazoo (the UK's
leading supplier of motor trade systems) has this month
bought Autodata - a Finnish software developer for the
motor trade with revenues of c£730K and PBT of £75K in
1994 - from Scribona AB of Sweden for £1.1m - £750K

initially and the rest over the next ihree years
Sema to acquire CISJ’ -

a’few of ihefn_ :__enchi'

(Morse in £46m MBO )
Founder John Britten has sold his Morse Group in an
MBO which seems to have valued the group at £46m.
Morse is Sun's largest UK reseller and an HP, Compagq
and other PC supplier. The management team, which
seems to have been headed by non-exec. Chairman Bill
Passmore, has 50% of the equity with 3i. and Prudential
paying £10.9m for each of their 25% stakes.

Morse made an excellent £5.2m PBT on revenues of
£48.3m in the year to 30th June 1994 - the last available.
The new team seems likely to seek a listing soon. b
A busy month for Regent Associates...
October was an interesting month for M&A specialists
Regent Associates:

» they acted for Ceridian in the Centre-file deal (see p2)
e they acted for AT&T ISTEL in the sale of Chorus
Software to Datalink International of the Channel
Islands. Chorus claims to be the UK’s 2nd largest supplier
of accounting software for the IBM AS/400.

o they acted for ICL in the 3i. backed MBO's of Workplace
Technologies and Workplace Management. Workplace
was born out of ICL's property services operations but
has expanded to offer services, such as network cabling
to other companies. It had 1994 revenues of £35.7m, PBT
of £2m, and employs around 120 people. Workplace is
following in the footsteps of IBM's property services
operation Procord - “spun-out” in an MBO in 1991.
Procord's revenues had grown to £78.6m by 1994 when
they were sold to US Johnson Controls Inc. Backers
and the MBO team were well rewarded for their 3 years
investment.

» they acted for the shareholders of Cambridge
BusinessCentre (previously known as AppleCentre
Cambridge) in its sale to Rapid Networks. lis owner
Claude Cowan is to retire. We are not sure of the
consideration but all the parties seem pleased.

...a busy six months for Broadview
Broadview Associates European IT M&A Report for the
first half of 1995 showed the value of the 547 deals
recorded were up by 237% to $17.5b. The UK was again
the most active recording 180 deals (up a third). The most
active sectors were data communications, distribution and
telecomms. There were, however, 181 deals worth $2.7
in the SCSI sector. Here the rankings were headed by
the £190m acquisition of ACT by Misys. Indeed, products
and services in the financial services sector were
particularly in demand.

(Ahhh!...Macro 4 makes an acquisition
“G.-ven Macro 4st t:ack mcom we were qun‘e terrified to

|

T

a: Pr méry Systoms Ltd for £2.57m (22 1im
now and the rest based on sales targets being met in the
year to 30th June 96). Primary “develops systems
administration and management solutions for the UNIX
markel” and had r‘evenues of about £900K in the year to
31st May 95.
Comment. The problem we have is that this acquisition
looks absohﬂely right but is long overdue, Although it's
relatrvely srall in comparison to Macro 4, as many readers
know to their cost small acquisitions that go wrong can
cost you a packet 100. As in all things, success all depends
lon management...oh dear. : S
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Microvitec shares leap
Last month when Microvitec unveiled an excellent 44%
increase in PBT at the half-way point, it said the “strategic
decision to position and
refocus the business in the
areas of networking and
software” was the reason.
However, this month
Microvitec announced a £20m
order for monitors from Amiga
computers - representing ‘a
quantum leap for the monitor business”.

After years trading between 30p and 35p, Microvitec share
price leapt recently; by another 11% to 49p this month.

(Exciting times at DCS
We have chronicled the exciting times for DCS, and its
|CEO Ray Spence, since it focused on being a SCSI
company in Feb. 94. Since then half a dozen acquisitions
have been undertaken including the largest of the bunch
- Computer Systems for Industry (CSI) - for a max. of
£8.2m in June 95.

Latest results for the year to 30th June 95 showed
revenues up 36% at £8.69m, PBT up 43% at £609K and
EPS up 16%. The majority of revenues (59%) still came
from motor dealer systems, with importer systems (24%)
and distribution & warehousing (17%) making up the rest.
CSl, which amongst other activities adds outsourcing to
the DCS portfolio, did not figure in the period. The
acquisition, however, was said to be performing
“splendidly”. The enlarged group now has combined
turnover of in excess of £22m, 475 people, 1,500
customers and 13 UK offices.

DCS also announced that it's associate in France - GBM
- has bought GSI Motor Trade France; adding 300
customers and £2.7m revenue. DCS bought a 20% stake
in GBM for £750K in July. DCS has options to increase its
stake to 34% and thereafter to 100%.

Brokers Greig Middleton forecast full year profits of
£2.25m which infers at the current price of 100p a
prospective P/E of 11. For the increasing number of
readers who study such ratios, with the new acquisition
DCS will now have a market cap. to sales ratio of 0.85.
Readers might well agree with the Investors Chronicle

Microvitec

~

Share buy-back at DRS

\(13th Oct. 95) that its value now looks decidedly low. |

DRS, which supplies optical mark systems to schools was
floated in Apr. 94 at 110p. It has been a disaster since its
“window of opportunity” closed as Gowt. funding ended.
This month DRS has bought 800K of its shares ‘Which
would be cancelled in due course” at 21-22p. This follows
their purchase of 300K shares in September at 19.75p.
which also “will be cancelled in due course”.

DRS shares ended October on 22p.

Bayfield departs Delphi

Founder Rupert Bayfield has finally departed from Delphi
(nee Computer People) and has sold most (1.5m) of his
shares at 320p. Anthony Vickers and Anthony Lambie also
sold 850K shares between them.
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CSl Index breaks 2000 barrier

Our CSI Index rose by 3.5% to a new record of 2054 in
Oct. 95. That's almost a 40% rise in 1995 so far.

JBA was the main mover, up a massive 53% after the
superb results announced last month. It means that JBA

Poor old Micro Focus lost another 20% this month. Back
in 1992, at £300m, they were the most valuable company
in the sector. They are now “worth” just £90m. Unipalm
also fell 18% as punters expectations evaporated with
the UUNet bid (p11).

is now showing a 140% rise since its new issue in June [30th Oct. 95 CSI Index 2054.47
94. Readers may remember that chairman Alan Vickery FTSE 100 3510.00
wrote to us a few months back saying it “was prefty [Se=loGonisnixdixs °°°n°"‘5;‘| BT Sz o R gmaI[Ca = i
frustrating not be in control of your share price”. Clearly ; 00 Cap
no complaints anymore!
A 21% increase in Lynx ‘ share price translated into a [Month (28/9/95 - 30/10/85) | +3.52%|  +0.89%)  -1.45%
48% increase for Vistec shareholders after this month’ FOMASIAPLED AT i T
Selined ertnis month's  grom 1st Jan'9o +123.29%|  +48.60%
bid (see p10). Azlan was also up 37% for the reasons |From 1stJan 91 +190.23%|  +62.47%
explained on p8. Oxford Molecular (+43%) and Proteus  [From 1stJan 92 G | s i
(+23%) both benefited from recent announcements of E""“ latoan o o a2 el IR )| B Eo
= 2 3 rom 1st Jan 94 +23.05% +2.68% +3.86%
progrESS/JVS with their molecular modelllng software. From 1stJan 95 +37.04% +14.50% +11.13%
Share price | Share price | Capltalisation | Capitalisation
Share Price |Capltalisation | Historic Ratio CSl Index % mova % move move (Em) move (Em)
30/10/95 (€p) (30/10/05(€m)| P/E |Cap./Rev| 28/0/85 |since 28/9/05| in 1995 | since 28/9/95| in 1995
Admiral £7.83 £96.30m 20.5 1.85 5673.91 5.10% 23.31% £4.70m £23.90m
Azlan £4.60( £100.70m 36.8 1.11 2000.00 36.50%| 243.28% £26.90m £71.40m
Caplta £2.42| £132,90m 22.4 1.80| 7267.27 0.83% 47.56% £1.40m £43.40m
Cedardata £1.75 £53.50m 22.3 5.00 1666.67 25.00% 73.27% £10.70m £22.60m
Centregold £0.69 £20.70m 9.5 0.33| 552.00 11.20% -40.52% £3.00m| -£17.00m
Clinical Computing £0.43 £6.97m 6.9 4.74  346.77 0.00% -35.82% £0.00m -£3.98m
Coda £2.02 £52.00m 21.0 2.2 859.57 6.88% 162.34% £3.40m £32.70m
Compel £1.72 £26.20m 14.8 0.37| 1376.00 6.83% 57.80% £1.60m £0.60m
Computerised Financial £0.75 £3.67m 23.5 1.1 833.33 -1.32% -27.18% £0.10m -£1.17m
Cray Electronics £0.44| £104.30m Loss 0.3 257.31 2.33% -72.76% £2.30m| -£279.10m
CRT £1.20 £81.00m 19.0 1.11 1333.33 2.56% 51.90% £2.00m £27.80m
DCS Group £1.00 £18.90m 28.1 2.17| 1666.67 1.01% 36.09% £0.20m £11.99m
Delphi Group £3.23 £82.00m 40.0 0.84] 1320.22 -9.27% 33.47% -£8.40m £22.70m
Division Group £1.10 £48.30m Loss 9.17] 2750.00 0.00%| -5.98% £0.00m £8.80m
DRS Data & Research £0.22 £7.5m 31.2 0.8 200.00 10.00% -31.25% £0.41m -£3.81m
Eidos £4.78 £37.30m Loss 149.2 4780.00 19.50% 56.72% £26.50m £28.48m
Electronic Data Processing £1.45 £38.00m 15.0 2.71| 4439.68 3.57% 1.40% £1.30m £0.50m
Gresham Computing £0.39 £12.80m 20.9 1.9 418.35 0.00% 5.41% £0.00m £0.70m
INSTEM £1.69 £7.61m 9.5 0.45 1600.00 8.33% 12.67% £0.59m £0.81m
JBA Holdings £3.83| £130.60m 40.2 1.44] 2393.75 53.20% 151.97% £45.40m £80.40m
Kalamazoo £0.95 £18.50m 8.0 0.30, 2714.29 10.47% -12.84% £1.70m| -£23.00m
Kewill £3.30 £40.90m 11.8 1.21 1304.35 2.48%) 38.08% £1.00m £11.90m
Learmonth & Burchett £3.74 £84.50m Loss 3.56| 3116.67 3.80%|  367.50% £3.10m £67.10m
Logica £4.82| £300.80m 22.5 1.200 1320.55 -1.03% 48.31% -£2.60m| £100.00m
Lorien £1.50 £8.55m 56.6 1.07] 1500.00 -3.23% 50.00% -£0.20m £3.25m
Lynx Holdings £0.63 £32.30m 14.7 1.50| 1575.00 21.15% 34,04 £5.90m £12.50m
Macro 4 £4.18 £00.70m 11.3 3.62] 1685.48 -7.73% -4.57% -£7.60m -£4.30m
MAID £2.84| £230.90m 249.1| 25.97| 2581.82 10.94%(  311.59% £22.80m| £174.80m
McDonnell IS (MDIS) £0.78 £77.50m 17.0 0.5 208.08 0.65% -23.27% £0.50m| -£23.50m
Micro Focus £5.98 £00.30m 18.7 1.00 2888.89 -19.52% -27.07% -£21.90m|  -£27.80m
Microgen £1.60 £63.00m 13.7 1.0 683.76 -8.05% 56.86% -£5.60m £22.80m
Microvitec £0.49 £35.70m 16.2 0.81 1182.93 11.49% 32.88°% £3.70m £12.40m
Misys £5.99| £502.00m 17.0 3.27| 1490.05 3.72% 46.45% £19.20m| £307.30m
MMT £1.83 £21.00m 12.9 1.93 1089.29 -5.18% -10.73% -£1.20m -£2,10m
Moorepay £1.33 £10.10m 21.9 2.61 1602.41 3.91% 60.24% £0.38m £3.80m
MR Data Management £0.68 £37.90m 48.3 0.91 269.84 -8.11% -38.18% -£3.40m|  -£23.50m
On Demand £0.79 £40.30m Loss 2.7 1012.82 -2.47% 17.91% -£1.00m £6.10m
Oxford Molacular £2.63| £136.10m Loss| 49.13 3287.50 43.32%|  338.33% £41.10m| £114.00m
P&P £1.46 £116.10m 14.8 0.4 654.71 7.85% 987.30% £8.10m £58.20m
Parity £1.62 £67.90m 19.8 0.7 8000.97 4.52% 28.57% £3.00m £21.70m
Pegasus £2.30 £14.50m 16.5 3.01 626.70 17.35% 53.33% £2.20m £5.11m
Persona £2.65 £32.10m 23.2 1.02 1656.25 -2.21% 65.63% -£0.70m £12.80m
Phonelink £1.68 £67.10m Loss 32.11 1083.87 -8.20% -21.13% -£6.00m -£8.50m
Proteus £0.79 £25.80m Loss n/: 040.48 23.44%) -54.86% £4.90m -£28.60m
Quality Software £6.65 £78.10m 23.2 4.7 1750.00 6.06% 73.63% £23.60m £44,80m
Radlus £0.51 £14.20m 14.1 0.5 369.57 -13.66% 34.21% -£2.20m £3.60m
Real Time Control £1.75 £12.20m 8.7 0.91 3571.43 -3.31% 2.34% -£0.50m £0.20m
RM £3.39 £57.10m 18.6 0.87| 1937.14 7.96% 64.56% £4.30m £22.40m
Rolfe & Nolan £2.53 £30.90m a7.7 2.16) 3011.90 0.00% 36.76% £0.00m £8.50m
Sage Group £2.64| £282.20m 21.8 5.55 10153.85 -4.21% 95.85% -£12.70m|  £141.30m
sanderson Electronics £1.25 £51.60m 16.2 1.52] 2127.66 7.76% 58.23% £4.00m £21.20m
Sema Group £4.08| £465.60m 23.7 0.78| 1566.04 5.06% 22.06% £22.90m £87.00m
Sharwood £1.87 £11.00m Loss 0.47| 1391.67 -6.18%) 108.75% -£0.70m £7.02m
Spargo Consulting £0.70 £8.75m 17.2 1.4 736.84 11.11% -23.08% £0.87m -£2.65m
Standard Platforms £0.16 £4.85m Loss 3.7 68.88 -11.43% 10.71% -£0.63m £2.33m
Superscape £3.76 £21.10m Loss 3.27] 1898.00 -4.57%| 84.31% -£1.00m £10.30m
Total £0.21 £2.10m 21.8 0.9 306.23 5.00%, -40.00% £0.10m -£1.40m
Trace £0.39 £5.46m 18.0 0.2 312.00 0.00% -4.88% £0.00m -£0.27m
Unipalm £4.54 £03.50m 306.8 5.26] 4540.00 -17.60%|  2B4.75% -£20.00m £60.60m
Vega Group £3.40 £48.30m 25.3 3.86) 2786.89 7.94% 29.28% £3.60m £11.10m
Virtuality £2.58 £71.50m Loss 7.83 1517.65 4.88%| 16.74% £3.40m £13.70m
Vistec £0.22 £26.50m Loss 0.5 934.78 48.28% 65.38% £8.60m £10.50m
Wakebourne £0.27 £5.94m 3.8 0.1 150.00 -3.57% -65.82% -£0.22m|  -£10.56m

Note: CSI Index set at 1000 on 15th April 1989. Any new entrants to the Stock Exchange are allocated an index of 1000 basad on the issua price.
The CSl Index is not weighted; a change in the share price of the largest company has the same effect as a similar change for the smallest company.
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Lynx buys Vistec

Since disposing of their leisure activities to concentrate
on SCSI, Lynx has gone from strength to strength. We
have reported on half a dozen acquisitions in 1994/95
alone. The largest of these was Heywood & Partners
(pension admin. systems) for £4.5m in Mar. 95.

This month Lynx emerged as the buyer of Vistec for £22m
in shares. The bid valued each Vistec share at 17.8p - a
modest 1.5p premium on the previous closing price.
Vistec had really performed well over the last seven years
under the guidance of “company doctor” Bob Morton and
had moved steadily from its hardware base into software
and services with a number of acquisitions. Some went
well, but others (we well remember Morton describing what
he found after buying 01 Computers as “a can of worms”)
did not fair so well. Two profit warnings were issued in the
last year and a loss of £327K was reported in the year to
30th Apr. 95 compared with PBT of £3.4m previously.
Problems at the two most recent acquisitions - ISO and
Data Logic - were cited. Vistec revenues, however, had
advanced by 11% to £50.2m.

It is a very big step for Lynx. The new group will have
revenues of around £90m - just over half from Vistec.
Morton will be the largest shareholder in the new group
with 8% of the equity and will stay on as a non-exec.
Lynx’ MD, Richard Last, assured us that the acute
problems at Vistec were over. The new group will have a
quite wide spread of activities incorporating Lynx’
automotive, financial, pensions administration,
communications and UNIX VAR activities with Vistec's
Sphinx UNIX software distribution and support and TPM
operation.

We have reported on attempts to build multi facet SCSI
companies by repeated acquisitions on many occasions.
Some, like Misys and Sanderson Electronics, have clearly
been successful but not without the odd period of pain.
Many others have either failed in their aims or are not
even around now to tell the tale. We are certain that Last,
as a long time System House subscriber, is well aware of
the risks. We, of course, wish him well. The market reacted
well marking Lynx up 21% with Vistec improving by 48%
to 22p as direct result.
(Another MBO team makes a packet
Just two years ago in July 1993, BISS was formed as a
result of an MBO from BICC. BICC received £4m in cash
plus £1.8m in vendor prefs. 3i. and Lloyds Dev. Capital
backed the deal and also put in a further £1.75m in working
capital.

BISS is a ‘“leading integrator of networked computer
systems”. 1994 revenues of around £20m and operating
profits of £1.3m were claimed although the filed accounts
showed a somewhat lower figure. “Over the past five years
(BISS) has grown in excess of 20% p.a.”

This month the MBO team and their backers received a
rich reward for two years work when Wang Laboratories
purchased BISS for $14m now and $2m in Mar. 97 -
around £10.05m in total. The merged BISS and Wang
businesses “will create one of the largest vendor
independent network integration companies in the UK. It
will ...have total revenues of over £40m and 200

~

Superscape rights

Virtual reality software specialist, Superscape, has raised
£8.7m in a 1-for-2 rights issue at 330p. 40% of the new
funds raised will be spent on marketing . As Superscape
says “new competitors, maybe with inferior software but
larger marketing organisations, are expected to enter the
marketplace’.

Superscape simultaneously announced what they claim
to be ‘the world'’s first $1m+ order for VR software and
services outside the entertainment industry’ from Northern
Telecomm.

Superscape was placed in Apr. 94 at 198p. When the 330p
rights issue was announced the shares had risen to 436p
but then slipped back to end October on 376p.
Superscape also reported its results for the year to 31st
July 95. These showed revenues up 85% at £1.59m but
loss before tax increased from £238K to £1.75m. Cash,
which was at a high of £3m after the float, had reduced to
£1.4m by July 95.

But, as CEO John Chiplin says, “ln 1995 it is hard to
imagine industries that have greater growth potential than
the VR industry”. Although we have great support for the
leadership that the UK has in VR, we think he may be
going a little over the top by suggesting that Superscape
could ‘be one of the major worldwide IT suppliers of the
next decade”. The problem, of course, is that if Chiplin is
right his chances of remaining as an independent UK-
owned company are remote. There are, perhaps,
indications of a likely outcome in the recent £670K
investment made in Superscape by Robert Madge's
investment fund. Madge Networks, you may remember,
is a UK company which, after publicly criticising the
attitudes of UK institutions towards high tech. companies,
decided to launch on NASDAQ instead of London. He

has done rather well as a result
(s T

employees”. J
EDS continues to prosper

EDS announced a 21% increase in revenues in . of XY
Q@3 to $3.1b. PBT increased by 14% to $384m.

10

Pearson Group
We have written on
many occasions of the
disappointing results ¢
following Pearson's
acquisition of US
Software Toolworks -
now renamed Mindscape -
for £310m in 1993. An amazing price considering
Mindscape lost £300K in the year to 30th June 95.

This month Pearson shares improved from 597p to 630p;
in part as a result of positive news over sales of Windows
95 and the boost this might have on Mindscape's CD-
ROM titles. Although winning Channel 5 helped tool
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“There
is no
question &
that the speed '
with  which ‘the S
INTERNET has emerged
has caught all industries related
to (computmg) technology by
surprise” :

Lou Gerstner- IBM Source - Business
Week 30th Oct. 1995;

Well if you look at the lamentable success Q
of IBM's Prodigy against Compuserve, America
On-Line, Demon (see below) and others, it has certainly
surprised IBM. The Yankee Group estimates that more -
than 25m people will have access to the Internet by the
end of 1995 - up tenfold since 1990. And it's not just
“anoraks” . There were just 1,000 businesses connected
in 1990 - now that number exceeds 25,000. Indeed, you
can now even communicate with System House
electronically (on 100665.3460 @ Compuserve.com)!
Although we have seen estimates of $400 billion Internet-
related revenues by 2000, currently service providers and
those engaged in providing the enabling software
technology, is still minimal. At present the key beneficiaries
seem to be the modem manufacturers...and small
consultancies specialising in advising on ‘how to get
wired”.

But if the Internet came as a surprise to IBM , many other
shareholders - particularly in UK companies - have done
very well recently out of the Internet opportunity. For
example:

Demon raises £5.5m

With the obvious (investment) success of Unipalm (see
this page), you will not be surprised to learn that UK
Internet access provider Demon had little trouble raising
£5.5m from private and institutional investors this month.
Apax was the largest single new investor. The placing at
£20 a share values Demon at £26.7m. It looks a superb
investment opportunity given that Demon actually made
a profit of £353K on revenues of £2.7min the year to 30th
Apr. 95. Demon is the largest UK-owned Internet access
provider. A year ago it had 10,000 users - now it claims
45,000 and is growing at 8% per month.

There are no plans for a float. They probably don't need
to as they can confidently expect a bid from the US.

Voss Net success on AIM

Voss Net is one of the latest new entrants onto the fast
growing AIM market.

Its main product is a database product called GotVoss
which enables suppliers to prowde shops, farmers,

medical suppliers etc. with pricing information. This is
made available to customers via the Internet. It also uses
the Internet to sell products such as yachts and houses.

A new Internet based air-charter seat service is planned.

Past performance is far from impressive. For the record
Voss Net had revenues of just £50K and made a loss of
£146K in 1994. Interims to the 30th Jun. 95 showed
revenues of £162K and a loss of £18K.

Bearing this in mind, readers can understand ‘the Internet”
affect when we tell you that Voss Net joined the AIM market
inAug. 95 at 130p and a market cap. of £3.5mand closed
Oct. 95 at 176p - up 35% since the float. Voss Net used
the AIM float to raise £648K of new funds.
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--“US bid for Unipalm is a letdown™
i Daily Mail 12th Oct. 95.

Unipalm was one of the many new issues in
Q1 1994. The new issue at 100p valued Unipalm
at £20m. In itself that was rather interesting as
% Unipalm had reported revenues of just £8.4m and

PBT of £66K in the year to 30th Apr. 93. All this

revenue had been made from Unipalm's core TCP/
IP networking software but the real excitement was
the Internet connectivity activity - Pipex. Latest full year

results to 30th Apr. 95 showed total revenues of
N} £17.8m - £14m from TCIP/IP and £3.8m from Pipex.
~ Although overall profits of £442K were reported, losses
of £3.8m came from the Pipex operation and Unipalm was
at pains to say that they did not anticipate this side making
profits much before 2000.
Then US interest in anything remotely connected with the
Internet sent associated stocks into the stratosphere
causing new hysteria with companies such as Netscape.
Then the bid rumours started over Unipalm and the share
price rocketed, reaching 578p at one point. Unipalm
behaved impeccably. In Aug. 95 they quickly issued a
statement confirming bid talks but pointing out that
negotiations were at an early stage. Pundits suggested
600p, 800p...even 900p. Again Unipalm responded in
September with an announcement that, if the bid did come,
it would be around 450p.
Indeed, this month the UUNet bid (where Microsoft is a
15% shareholder) was at 450p valuing Unipalm at £97m
or an historic P/E of 304. And for some reason punters
feel cheated!
UUNet made losses of $6.95m on minuscule revenues of
$12.4m last year. The deal is all share and Unipalm intends
to arrange a share dealing service in the UK.
The deal will not be finalised until mid-Nov. and a rather
unusual arrangement has been put in place to counter
the volatile UUNet share price in the meanwhile. The
minimum equivalent price is 409p and the maximum 486p.
But there is might still just be time for a counter bid to be
made.
Of course you would expect us to make the usual comment
about UK technology being plundered by foreign
predators. It will indeed be interesting to see whether
Unipalm, which had done very nicely with a development
centre at the science park in Cambridge (England, will
now, as is the norm, declare that these things can better
be done across the pond.
But you really can't blame founder Peter Dawe for
accepting the deal. He founded Unipalm in 1987 on an
initial investment of £7,000. His shares are now worth
£22m and he's still only 41!
Others...If you are interested in looking at other quoted
companies in our CSI Index with links of any kind with the
Intemet, see our past reviews of MAID (share price up
316% so far in 1995), On Demand (up 18%) and
Phonelink (down 21%). Other less obvious beneficiaries
would be Azlan (already up 243% - see p8) and Persona
(up 66%) both of which specialise in network product
distribution.
And finally...in the US Netscape's share price hit $88
putting a value of $3.5 billion on the company. Netscape
had revenues of $17m in 1994....

System House =



in 1985, seven out of the Top
UK market were UK- whned.

Now software adds to Wakebourne woes
Wakebourne warned of losses in April, when “stock discrepancies” were uncovered, and again last month. Results

for the six months to 30th June 95 show profits of £53K before exceptional costs of £409K - i.e. a pre tax loss of
£356K. revenues were up 4% at £18.8m.

But now, on top of all the problems in the TPM business uncovered previously, there has been “a significant and
unexpected downturn in the application software business”. £160K of provisions had to be made against such projects.

Also “slower than anticipated growth” was recorded in network services.
The balance sheet now shows net liabilities of £1.7m but could get worse as a further £2m write-down in spares value

is anticipated. Contrary to statements made just a month ago, ‘financial benefits” are not expected until next year. .
Wakebourne shares fell another 4% to 27p his month - that's a 66% fall so far in 1995. \

1995 Holway Regort (avallabla now) ' :
|:] Master copy @ £1 600 (cheque with order only) [:j Addmonal copies @moo oach

System House
: One year's subscnptlon @ 2295 p.a

Cheque payable to Rlchard Holway Ltd
Richard Holway Ltd., 18 Great Austins,
|\AF{NHAM Surrey, GUQ BJQ

fo e 1

System House™ Is published monlhiy by Richard Hotway lened 18 Great Ausﬂns FARNHAM, Surrey, GU9 8JQ. Telephone 01252 724584; Fax: 01252
725880 which also publishes the annual "Holway Report® and the “Software and Computing Services Industry in Europe Report®. Richard Holway Is the
Chairman of Performance Software Lid. and has been a director of several computing services companies.

© 1995 Holway Research Associates. The Information contained in this publication may not be reproduced without the written permission of the publishers. Whilst every
care has beentaken to ensure the accuracy of the information contained in this document, the publishers cannot be held responsible for any arrors or any consequences
thereof. Subscribers are advised to take independent advice before taking any action. System House ™ Is a trademark of Richard Holway Limbited.

—System House ——— 12 November 1995




