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Big Players continue to make the News

We present below the Top Ten rankings of SCSI suppliers
based on latest worldwide revenues. All hardware vendors
have been excluded. By most definitions IBM would lead

which could be as much as £5m”. This was based on a
valuation of $9b which, as a ratio of value to revenue, is
about the same as EDS.

these rankings with SCSI revenues exceeding $20 billion. CSC
T dent” SCSI Companies by Wi venue By contrast CSC has undertakgn 56
S e e : acquisitions since 1964. We were delighted
Rank|Company Natlonality | Latest Year Revenue Revenue Growth " : X z
and | Provious Year | Latest Year this month to be granted an interview with
1._|Electronic Data Systems (EDS) | US| 31-Dec-95 | soeeom | s1z.422m i 247% FOn Mackintosh who has been head of CSC
o e T o i o Europe for some years and the person
2. Microse SS9 [ 34650 =128 yltimately responsible for the quite superb
3 |{Computer Sciences Corp. (CSC) us 31-Mar-96 $3,373m $4,242m i 25.8% performance of CSC UK - panicularly in the
4_{Andersen Consulting i US| 31-0ct-95 | s$3452m | $4,200m i 22.2% OUtSOU(CinQ arena = in the last two years.
Worldwide, CSC increased revenues by 26%
5_{Oracle US_ | 31:May96| s2.067m i $4200m | 416%| ) &4 ob PBTwas up 33% at $231m - a 5.4%
6 _|First Data (inc. First Financial) US | 81-Dec-95 | $1,652m $4,081m_: 147.0% margin. International revenues increased by
L { H
7...|Computer Associates (0A) . US| 31Maroe | s2e2am | sasoom | saax] OVer 50% to $1.1b “principally from new
outsourcing business”,
8 Automagfg:pgt.a.Prqce.sgi(\g(AQE) » us 31..ch'.9..5 $2,249m 3 $3,166m 40.8% European revenues were up an even higher
9 ICAP Gemini Sogeti (incl Gemini) FR 31-Dec-95 | $2,347m | $2.613m | 11.3% B0% at $965m. The UK put onan impressive
10 INovail Us |31-Dec-95| steeem | spostm | 224 62% and, at $485m, was half the total for

The worldwide Top Ten now has revenues of over $46
billion and have grown by 32% in the last year. This growth
is probably 3-4 times higher than the remaining
companies. Consolidation therefore continues apace.

EDS

At the start of the month there were just two of the Top
Ten in which you could not invest directly. However, on
10th June 96 EDS stock began trading in New York at
$58.25 as the spin off was approved, as expected, by
GM'’s shareholders. The shares were also listed in the
UK (at £37.16). This put a value of £18b (c¢$27b) on EDS
which had revenues of $12.4b and PBT of $1.47b in the
yearto 31st Dec. 95 - i.e. a 12% margin. EDS’ share price
had fallen by 4% by the end of June.

Apart from enhancing the value of GM's investment, the
separate quote will distance EDS from GM and therefore
‘remove limitations to oblain business from companies
that compete with GM and to enhance EDS' access to
the capital necessary for investment in its future growth”.
l.e. to enable EDS to undertake even more acquisitions.
Andersen Consulting

Andersen Consulting, on the other hand, as a
partnership, is the only SCSI leader without a quote. AC
has never really been in the acquisition mode.

This month strong rumours have emerged that AC might
well spin out of Andersen Worldwide and thereafter obtain
its own quote. The Independent on Sunday 16th June
1996 reckoned that “senior partners would share a windfall
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Europe. Germany ($250m) is the second
largest market in Europe. European revenues will
ultimately benefit from the acquisition, finalised this month,
of a 75% stake in Danish Datacentralen, which had
revenues of $168m in 1995. The $1.5b acquisition of
Continuum will also affect CSC's European revenues.

Europe is very important to CSC. Mackintosh reckons it

CSC Business in Europe
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will represent 25% of the CSC'’s total revenues in FY97.
Of course, revenues are one thing but profits are rather
more important - particularly as senior management are
incentivised by “long term share price performance”. The
UK “has never made a loss and produced a healthy profit
in FY96”.

Continued on page two
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But this is not so in Europe. The acquisition of CIG in
Belgium in 1989 was ‘perhaps rather naive” and the
operation lost a “sizeable amount of money” in the early
1990’s ending up with a $15m restructuring cost. The

CSC Business in UK
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1991 acquisition of French Groupe Marie fared no better.
The operation had been making margins of 12% but, as a
result of staff defections, turned loss-making within 18
months. But it looks as though CSC Europe broke even
in FY95 and “returned good profits”in FY 96. Mackintosh
expects a higher profit margin from Europe by 2000 than
for the rest of the group.

Half CSC’s growth in Europe comes from outsourcing
which is seen as the major growth potential for the future,
embracing business processes as well as IT.

Oracle

Oracle reported results for Q4 and the full year to 31st
May 96 ahead of expectations. Revenues increased by
42% to $4.2b and profit after tax was up 44% at $636m.
Clearly Oracle has increased market share but growth in
Europe was still behind that in the US and Asia (“going
through the roof”). Application licence growth exceeded

shares {81

Oracle Corp UK Ltd
UK Revenue Record
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database growth. Oracle shares rose by over $3 to $37.75.
Oracle’s UK revenues increased by a rather more modest
20% to around £235m but have still increased market
share significantly.

Applications (up 70%) and services performed particularly
strongly in the UK market.

Conclusion

The resulis above demonstrate - if you need any further
evidence - that our industry is and will increasingly be
dominated by a few large players.

in many markets - outsourcing is just one example - size
really does matter.

Rebus Group lives up to expectations
Rebus Group, the computer services company which
demerged from CE Heath in April 1996, and better known
previously as Peterborough Software and Datasure, has
announced its proforma results for the year ended 31st
March 1996.

These were almost identical to the forecast made in the
prospectus at the time of the demerger. Revenue was up
5% at £60m and PBT after exceptionals was £225K. The
operating profit, before exceptionals of £4.5m, was only
slightly down at £6.1m on the comparative 1995 proforma
figure of £6.5m. EPS naturally declined dramatically with
a 94% drop. The exceptional items mainly comprised the
expected provision of £2.5m due for Datasure’s incentiv
provision scheme and the actual demerger costs of over
£1.7m.

Peterborough Software’s (human resources management
software and a claimed UK #1 position in this field) revenue
was up slightly at £31.7m with an identical PBT of £4.7m.
Datasure (insurance industry systems) had static revenue
of £24.6m but did show a PBT increase of some 21% to
£2.1m. The other two subsidiaries, Sceptre (payroll) and
Saffron (housing management systems) had combined
revenues of £3.7m and profits of £700K (well up on the
£100K reported in 1995).

Chairman Harold Cottam is “confident that our two largest
operations, Peterborough and Datasure... will benefit from
a more focused management... Both Sceptre and Saffron
generated important new clients in the second half of the
year... The costs of investment (of existing and new
products) are however likely to restricts profit growth in
the current financial year”.

The original share price on flotation was 88p giving the
group a value of £66m. Since then the share price has
shot up to a high of 116p in May but has now fallen to end
June on 87p - a drop of 19% in the month.
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Views of being a Judge

It was, perhaps, because we have never been asked to judge anything before that when ICL invited us onto the panel
for the X/Open awards, we agreed. Just a half day meeting at Bracknell with the other judges like Rob Wirszycz from
the CSSA and John Ockenden from the NCC, was all that was required. They didn’t mention (or perhaps | should

have known) that | would then be sent 57
detailed, voluminous submissions to read.

We hope we are not breaking too many
confidences to say that the voting for the award
for open systems product of the year was
unanimous. Sun Microsystems got it for Java.
The definition of an open product takes on new
meaning when related to a product which is
given away free!

The Open Business Application award was more
contentious. It would be unfair to reveal all the
details. Just to say that we were absolutely
delighted that our points in favour of Systems
Union won the day!

Systems Union is one of those rare gems of a
business. Formed in 1981, it is UK owned,
private and produces financial accounting and
business software. Just like a hundred other UK
also-rans you might now be saying.

But no. Inthe yearto 31st August 1995 revenues
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arew “for the 13th year in succession"by 25% to £31.2m - although profits reduced from £3.32m to £2.62m. This was
due to R&D expenditure which increased by 56%. Chairman (and by far the majority shareholder) John Pemberton
said “Net assets have increased to a healthy £4.5m and we have maintained worldwide cash balances over the £2m

mark".

Of the £31.2m revenues, over £20m were earned outside the UK with Europe (£6.1m), America (£4.4m), Asia (£3.9m)
and Australia (£3.4m) being the largest overseas markets. Over 400 staff are employed in 16 offices.
The principal activity of Systems Union is the development and sale of their SunSystems business and accounting
software package. They also provide SunSystems support and maintenance together with consultancy.
“We start the new financial year with very ambitious growth targets in sales, product development and levels of
profitability". Pemberton insists strongly that he has no intention of floating onto the Stock Exchange. But there is little
doubt that Systems Union is now a very valuable operation.

Footnote: For those demanding more information, Systems Union have one of better web sites around

(www.systemsunion.com).
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Azlan
FY96 Revenue by Location
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Gresham Computing conrmues recovery
Gresham Computing has reported revenues up 20% at £4.6m, PBT
up 36% at £708K and EPS up 35% in the six months to 30th Apr. 96.
It has been an “interesting” period for Gresham. Since founder Sid Green
departed two years ago, there has been a complete restructuring which
resulted in the share price crashing from 180p to 31p in mid 1995. A
new Chairman and CEO were appointed and Gresham returned to its
roots as a supplier of systems software to the open systems and ICL
mainframe markets. As you would expect from any self-respecting
software company, Gresham has also announced a new product -
Casablanca - “fargeted at the fast growing Internet market’. But all
aspects of the business seem to have done well: particularly
consultancy, support and IT contract staff. Aooks er
But Gresham still ended June 96 down 20% at 57p. N :
—System House === a4 July 1996
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’ Fl Group plc
Final - Dac 94 Final - Dec 95¢  Comparisio nal = Apr “Tnfenim - Oct 535 Final - Apr 951  Comparisiony
HEVT ™ "2 49,375,600 B85, 60,0008 AR REY £ 41,497,000 £ 37,420,000 £ 61,703,000 +48.7%
PBT £ 7,719,000 £ 9,832,000 +27.4%{| PBT £ 2,080,000 £ 2,089,000 £ 3,260,000 +56.7%
EPS 9.04p 10.72p +18.6%||EPS 4.90p 4.90p 7.60p +55.1%1
Firecrest Group plc
on Final - Dec 94 Final - Dec 953 Comparsion
HAHREV {8 L YA 8, By fici A
| PBT £ 414,929 £ 603,027 +45.3%]
3 EPS 2.30p3 2.30p +0.0°/=
British Data Management plc Flomerics Group plc
Intenim - Dec 94 Final - Jun 95§ Intenm - Dec 95 Final - Dec 94 Final - Dec 85§  Comparision
REV 28,555,000 E17,082,000 8,485,000 FIUB%|REV T 30088572 T4, 147,18 T35
PBT £ 535,000 £ 1,575,000 £ 1,561,000 +191.8%|| PBT £ 406,900 £ 415,565 +2.19%]
EPS 1.47p 3.80p 4.28p +191.2%]|EPS 11.00p 11.00p +0.0%
Capita Group plc
Final - Dec 94 Final - Dec 85 JAnsio!
HEV 73 B00,000 Relr ¥
PBT £ 7,903,000 £ 9,420,000
EPS 10.50p 11.80 g 7R
Cedardata plc INSTEM
Final=WMar:tb Final = Dec 94 Final = Dec 457 Comparisiont
Hslsls) £16,812,000 £ 21,324,000
0 £ 1,153,000 £ 1,244,000
P k 16.80p 18.10p
CentreGold plc JBA Ht:»lding_s_glﬁa]_lj____gg
[ntenm - Jan 95 inal - nfeérim - Jan 96} Compansio Final - Dec 94 inal - Dec
HEV 41,057,000 28Y, 497,000 ¥ 35,357,000 A HEY Y0, 587,000 T8 585,000
PBT -£ 3,883,000 -£ 11,378,000 -£ 1,047,000 Loss bothj] PBT £ 6,131,000 £ 8,714,000
EPS -6.44D -22. 500 -w 12. 1:29 16. 31\:
" Clinical Computian plc Kalamazoo Computer Group
""" Final ~'Dec 94 nal’ - Dec 95§ " Comparision||: Fal - Maras
TREV] 71,683 T 5009,003 0% 50
PBT -£ 688,596 -£ 546,832 Loss bota }
EPS -4.30p -3.40p Loss both{|E
CMG plc Kewill Systems
Final - Dec 84 Final - Dec 85F  Comparnision X ga0nees 3
HEV £ 1487288,000 B196, 484,600 +343%
PBT £ 14,057,000 £ 18,460,000 +31.3%4|:
EPS 13.90p 18.20p +30.9% EPS ; %
Coda Group plc Learmonth & Burchett Management Systems pic
Final - Oct 84 Final - OUct'85¢ " Comparisio Final - Apr 95 Final - Apr 963 Comparsion
HEV ¥ 23,388,000 32,791,000 O 2T REV ¥ 03,761,000 25,855,000 BB
PBT -£ 7,992,000 £ 1,030,000f Loss to Profi)] PBT -£ 5,251,000 -£ 539,000 Loss both
[EPS -27.70p 2.50pt Loss to Profi[EPS -24.70p -2.30p Loss both
Compel Group plc Logica Plc
Interim - Dec 94}~ Final = Jun 95% " Tnferim - Dec 95§ Comparisio Tnterim - Dec 94 inal” - Jun 957 Trterim - Dec 957 Comparision
HEV 2272000 £70,019,600 £40,421000 TS0 HEV RTTEI5E5,0007 " E 250,195,000 128,515,000 +135%
PBT £ 1,194,000 £ 2,684,000 £ 1,441,000 +20.7%]| PBT £ 7,220,000 £ 20,310,000 £ 9,035,000 +25.1%
[EPS 5.56p 11.10p 6.06! +9.0%||EPS 7.80p 21.70p 9.80p +25.6%|
CFS Group plc Lorien plc
Final - Dec 94 Final - Dec 95§ Comparision|| Final - Nov 94 Final - Nov 951 Comparnision
HEV 28,120,711 £72,986/520 Z; REV E7.8047000 £25, 108,000 +62.55
PBT; £ 319,718 £ 384,675 +20.3%{| PBT £ 169,000 £ 971,000 +474.6%
EPS} 3.29p¢ 4.77p +45.0%}{|EPS 2.65p 12.10p +356.6%
Cray Electronic H c:ldingi;_ts[g{!é:‘5 Lynx Holdin Ic
Interim - Oct 94 Final = Apr 851 Tnterim - Comparisiol Intenm - Mar inal - Sep nienm - = pansiony
HEV B85 044, 000% " HE4; 838, 000¢ R 12857 0008 T S T HE Y T §q2805,0607 BBOT B0 €98, 1‘33 065 i +208!
PBT £ 10,085,000 £ 835,000 -£ 14,594,000 Profit to lossj| PBT £ 741,000 £ 2,564,000 £ 2,069,000
EPS 3.00pt -0.30, -6.30pt _Profit to lossliEPS 1.27p 4.70p 1.73p
CRT Group plc M.A.I.D plc
Interim - Oct 84 Final’- Apr 9 Interim - Oct 95F  Comparision Final - Dec 94 Final - Dec 951 _Comparision
HEV £ 25,187,000 £ 72,762,000 £ 48,079,000 +64. 7% HEV £ 8,887,000 £ 13,642,000 +53.5%]
PBT £ 1,288,000 £ 5,972,000 £ 1,748,000 +35.7%{| PBT £ 1,285,000 -£ 4,045,000
[EPS 1.42p 6.30p 1.71p +20.4%]||EPS 1.14p -4.42p
DCS Group plc MMT Com ut;g_grmw
nterim - Dec 84 Final = Jun 85§ Intenim - Dec 95§  Comparisio Intenm - Feb b inal - UQQ'XQ' ntenm - Fel
AEV 4007000 EH 604, TR 143357000 TEB7. 79| REV 8,443,800 T5,957,945 " F 8,255,000
PBT £ 105,000 £ 609,530 £ 1,204,000 +1046.7%|| PBT € 1,387,000 £ 3,075,053 £ 2,372,000
LEES 0.85p} —lar ———h 385,20 EES L0 18.300 13.000
DRS Data & Research Services plc MR Group plc
Final - Dec 84 Flnal = Dec 95§ Comparisio Tnterim - Dec 04; Final - Jun Interim - Dec 85]  Comparision
[HEV] L 798,600 & e.a‘se":tmmg:enﬂz IHEV ,305,600 27 425,000 £ E560,000 -T2
PBT £ 1,487,000 £ 594,000 -60.1%|| PBT £ 3,136,000 £ 1,309,000 £ 2,174,000 -30.7%
[EPS 3.07p 1.33p -56.7%}|EPS 4.00p 1.60p 2.60p -35.0
Delphi Group plc McDonnell Information Systems GrouBtB!c
Final = ec 44 Final = Dec 45 Final = Dec 44 ‘Final = Dec 951 “Comparisior
HEV E97,665,000 E175,0086,000 £ 148,817,000 € 146,805,000
PBT -£ 391,000 £ 9,015,000 £ 7,157,000 -£ 39,420,000{ Profit to los
.EPS =7.76pt 25.42p! 3.10p -37.02p Profit to los
Division Group plc Macro 4 plc
Final = Ocl 94 Final = Oct 95 TAterim - Dac 941 Final - Jun 95§ Intenm - Dec 95§ Compansion
HEV £ 5,270,000 £ 4,830,000 ,285,000 ¥ 25,035,000 E27885,000 +2.8%
PBT -£ 1,440,000 -£ 3,893,000 £ 5,685,000 £ 11,602,000 £ 5,956,000 +4.8%)
_E'E) -4.00_2 SetrEe -9.20p 16.70pi w 17.90p +7.2%
Eidos plc Micro Focus plc
Final - Dac 94" Final = 'Déc 95 Final = Jan 85 “Final = Jan 8y Compansion
HEV T OEA 208 1,285,000 "885,000 £ 77,258,000
PBT -£ 107,623 -€ 1,452,000 £ 8,723,000 -£ 6,542,000
[EPS -4.16p -40.18p 32.00p} -43.60p
Electronic Data Processm . Microgen Holdings qlc
3 g % Final - Oct 54 inal -
EBH 774,000 B8, 028,000
iE £ 6,173,000 £ 8,383,000
2 10.00p 14.80p




Microvitec plc Riva Group plc
Final - Dec 92 Final - Dec 95} Comparision Final - Dec 94 Final - Dec 95 Omparisio
REV £ 44,146,000 £ 55,050,000 +24.7%] & 58,007,000 £ /3,022,000 +25.9%
PBT £ 2,560,000 £ 3,411,000 -£ 610,000 £ 182,000{ Loss to profit
LS S10Gp 3.10p =1.50p 0:10pi " tossHo profil
Misl!s ?Ic Rolfe & Nolan plc
Inferim - Nov 94 inal - May nterim - Nov 95 Final - Feb 95 Final = Feb 967 Comparision
HEV £ 63,922,000 £ 153,385,000 £ 129,528,000 - ,000 £ 17,128,000 +19.9%]
PBT £ 11,245,000 £ 26,345,000 £ 19,216,000 £ 1,512,000 £ 2,517,000 +66.5%)
EPS 16.20p 35.10p 16.90p 6.70p 12.33p. +84.0%4
Moorepay Group plc Romtec plc
Final - Dec 94 Final - Dec 95 Final - Jan 94 Final - Jan 957 Comparision
HEV 3,873,089 £ 4,632,538] ,702,839 ¥ 3,290,959 217
PBT £ 686,336 £ 1,142,110 -£ 73,624 £ 185,840
[EPS 5.28p 10.22p n/a n/a
MSB International plc Sage Grou Plc
Final - Dec 94 Final - Dec 895 Interim - Mar 85 Final - Sep nterim - Mar
HEV T8 087,000 £ 38 555,000 HEV 50,622,000 £ 102,234,000 E"7T,836,000
PBT £ 1,417,000 £ 3,420,000 PBT £ 11,740,000 £ 22,362,000 £ 16,116,000
EPS 1.82p 4.90p +169.2%||EPS 7.46p 13.88p 9.92p
OmniMedia c Sanderson Electronics plc
Final'="Dec 94 Final =" Dec 45¢ ""Comparisio [rterim = 'Mar 85 Final ='Sep 351 " Interim = Mar 98] " Comparision|
HEV 21247587 275275 20O [REV £27078,000 [ 57.5‘6‘!'96615, T £ 30,583,000 +125%
PBT -£ 421,354 -£ 1,023,344 Loss bothll PBT £ 2,805,000 £ 5,305,000 £ 3,317,000 +18.3%
[EPS -3.84pf -6.06p Loss bothllEPS 4.60p 8.80p 5.30p +15.2%
On Demand Information plc Sema Group plc
Interim - Jan 85 Final - Jul 85§ Interim - Jan 96§ Comparisio Final - Dec 94 Final - Dec 957 Comparisio
(HEV 5,120,000 BH, 788,000 25,677,600 +TO G HEY 2596, 771,000 ¥ E77128,000 ;
PBT -£ 1,333,000 -£ 3,646,000 -£ 1,284,000 Loss bot l PBT £ 29,518,000 £ 36,927,000
EPS -2.60p -7.20 -2.50p Loss bothl|EPS 20.98p 24.79p
s —_— -
Oxford Molecular plc Sherwood International plc
Final - Dec 94 Final - Dec 95 Comparision Final - Dec 94 Final - Dec 85
REV £ 2,765,000 ¥ 6,179,000 +123 5% AEV ¥ 27,067,000 E 26,245,
PBT -£ 2,906,000 -£ 3,693,000 Loss both{| PBT £ 79,000 £ 6,850,000
LEES z8.60p =Z:40p; T Losa bolIERS =10:79p £6.20p:
P & P plc SPargo Consu t'ng Flc
Final - Nov 94 Final -Nov 95%  Comparision Final-"Dec nal - Dec
HEV £ 263,930,000 347,550,000 +29.6%| HEV £ 6,016,000 £ 7,379,000
PBT £ 8,016,000 £ 12,574,000 +56.9%]| PBT £ 1,211,000 £ 802,000
EPS 8.10 11.00p. +35.8%]|EPS 6.29p 4.43p
Parity plc Standard Platforms Holdings
Final'- Déc 94 Final - Dec 857 Comparision||- 1
REV £ 88,791,000 £ 127,711,000 +43.8%][: REV
PBT £ 4,176,000 £ 6,540,000 +56.6%{| PBT
EF‘S Z7.19p; 10.34p +43.8%) IEF’S. 3 2 e £ T
Pegasus Group plc SuperscaFe \'4
Final - Dec 94¢ Final = Dec 951 Comparisio Tnterim - Jan 951" Final = Jul 95§ Compansion)
HEV 4,808,000 £76,4267000 T3 HEY £ 478,000 1,590,000 +2328%
PBT £ 243,000 £ 893,000 +267.5%|| PBT -£ 843,000 -£ 1,746,000 -£ 897,000 Loss both
[EPS 12.70p 10.30p -18.9%{|EPS -14.90p -30.70p¢ -13.10p Loss_both
Persona plc Systems Integrated Research plc
Final - Dec 94 Final - Dec 85§ Comparisio nal - May 94 Final - May 957 — Comparision
HEV £ET587,000 F55875,000 FEU Y HEV 12,258,320 21507,000 “T58Y
PST £ 2,059,000 £ 2,832,000 -£ 798,139 -£ 41,000 Loss bot
EPS 12.69p 15.70p n/a n/ai n/i
PhoneLink plc Total Systems plc
[nferim - Sep 94 Final - Mar 857 Interim - Sep 85 Interim - Sep 84 Final = Mar 85 " Trferim - Sep Comparision|
REV £797,000 £ 2,085,000 £ 2,103,000 ) f ¥ 2,269,437 £ 1,273,331 +16.1%]
PBT -£ 1,963,000 -£ 3,702,000 -£ 2,712,000 £ 7,460 £ 53,516 -£ 54,4881 Profit to los
EPS -5.50p -10.40p -7.30p 0.04p: 0.34p -0.44p3 Profit to Ioj;
Proteus International plc Trace Computers plc
nterim - Sep 94 Final = Mar 951 Tnterim - Sep 95 Trterim - Nov 947 Final - May 95F _ Interim - Nov 951 Comparision
HEV T T £730,000 25,472,000 £19,676,852 £710,285,000 +H.4%
PBT -£ 3,666,000 -£ 7,925,000 -£ 3,618,000 £ 223,000 £ 482,746 -£ 50,000{ Profit to losg
EPS -11.94p -25.47p -11.06p 1.19p 2.55 -0.35pi _Profit to loss
Quality Software Products Holdings Triad Group plc
Final-Dec 84 Final = Dec Final - Mar §5 Final = Mar 96}
THEV E16,494,732 E21.3 ,699,570 11,680,000
PBT £ 2,512,400 £ 1,059,350 £ 2,131,000
EPS 26.90p 5.20p 3.30p -
RM %lc Vega Grouj
Tnterim -"Mar 95 Final - Sep Interm -Mar 36 9
(HEV £ 35596,000 80,691,000 £ 45,162,000
PBT £ 1,041,000 £ 5,023,000 £ 1,322,000
EPS 4.00p 18.80p 5.00p % i i
Radius plc irtuality Group plc
Final'=Dec 94 Final'="Dac 85 Comparision Final - Dac 94 Final'= Déc 55
REV v 24,866,000 ¥ 28,052,000 4, £°5,126,000 E1Z7775,000
PBT £ 1,451,000 £ 1,809,000 +24.7% -£ 1,397,000 -£ 565,000
EPS 2.87p 4.37p +52.3%||EPS -5.30p -2.10p
Real Time Control plc Wakebourne plc
Inferim - Sep 94 Final- Mar 851 Tnterim - Sep 95§  Comparision Final’-"Dec 54 Final - Dec 95
HEV £ 8,491,000 £ 13,463,000 £ 5,325,000 -37.3%| HEV £ 35,336,000 ¥ 36, g
PBT £ 1,050,000 £ 1,782,000 £ 742,000 -29.3%|| PBT £ 1,865,000 -£ 3,384,000
EPS 12.00p 20.00p 7.10p -40.8%||EPS 5.70p -12.20p
Rebus Group plc Zergo Holdings plc
Al e BEY R el Iiténim - Oct 94 inal="Apr 95§  Interim - Oct 95 Compansio
HEV € 58984,000 "986,000 27074520 24,005,600 349
PET £ 5,535,000 7 0 £ 46,000 £ 12,769 -£ 479,000 Profit to los:
EPSH 5.85pi e n/a n/a n/aj Profit lo los:
Recognition Systems Groug glc
Final - Sep 941 "Interim - Mar 56 inal’ - Sep
HEV £ 625,000 £ 245,000 £°B8Y00G;
PBT -£ 6,000 -£ 292,000 -£ 397,000
EPS 0.00p -1.40p -2.10p
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Distributor PDQ Services has appomted the receivers.
Division has sold its PFX high end graphics technologies
to HP for c€4m.

Delphi has acquired Netserv Inc. for $400K cash initially
plus $2.1m based on profits in 1996. US-based Netserv
provides LAN and WAN design and support services and
had revenues of $0.4m in the year to Mar. 96.

Ceridian (which purchased Nat West's Centre-file
operations for £33m in Oct. 85) has acquired Compower's
payroll and personnel business. The operation had
revenues of around £4m. Compower was acquired from
National Coal by Origin last year.

Financial Technology Platforms (the operation setup
by Keith Williams and associates like John Prosser who
was a founder of BIS) has acquired Watkins &
Associates.

Datrontech has acquired Connectivity Group for up to
£6.4m and has raised £3.7m new money. Connectivity -
based in Hampshire - provides LAN and WAN products.
On-Demand Information has acquired the assets of
Sharpe Images - a multimedia design and production
operations - for £200K plus a further £300K based on
Sharpe achieving sales of £1.5m p.a. BCE has acquired
8.3% of AutoNomy for £2.49m. AutoNomy supplies ‘a
suite of autonomous agent software for Internet users”.

BULL UK and Integris

The BULL UK story has been told many times in System
House as an example of how to do it right. It looks as
though out of BULL UK's projected £400m revenues in
1996, around £300m will be what BULL likes to describe
as services. Although Sl has been an undoubted success,
outsourcing - i.e. the Integris operation - has been the
real star. In our interview BEFORE the Chessington deal,
we were told that revenues would more than double to
£47m in 1996.

The Chessington deal involves Integris and the

Integris UK Revenues
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management team in the privatisation of the Cabinet
Office’s IT operations in a deal worth £75m over 5 years
and was won against competition from Capita and CMG
(who withdrew at the last minute). Some reports suggested

that Integris had paid £15m for the operation.

[ Syntegra in Asian alliance

|_company in Asia with 1995 revenues of $370m. J

Standard Platforms

“Struggling” Standard Platforms has effectively proposed
to reverse into Action Computer Supplies. Action
forecasts revenues of around £130m and profits of £1.9m
in the year to Aug. 96. No price so far disclosed.
Standard Platforms also announced revenues up 3% at
£721K and losses increased from £315K to £435K in the
six months to 31st Mar. 96.

Syntegra is clearly changing into a new gear after its long
sleep. Hot on the heels of the Europe Informatique and
Rijnhaave acquisitions, Syntegra has “announced an
alliance” with CSA Holdings in Singapore as a
springboard to enter the Asian market. “The IT market in
Asia is expanding by 25-30% p.a. making it the fastest-
growing market”. Syntegra also plans to expand into
Japan. CSA is the largest independent IT services

Firefox

In 1993 CINVen and Syntech invested £1m in UK-based
Firefox, which makes LAN connectivity products when
its value was <£10m. Then in May 95, Firefox became
one of a growing band of UK companies to go for a US
IPO which valued the group at more that $100m. However,
things did not go quite as well as expected and FTP
Software made a bid of “between $80m-$100m”in Jan.
96. However, after a court case, FTP has this month
reduced its bid to $60m - $40m less than originally hoped
- due to significant changes in the TCP/IP market.
Regardless of the lower exit price CINVen and Syntech
must still be pleased with their profits on this mvestment

[ MDIS sells Australian operations

MDIS told its AGM that it expects to report a foss in the
flrst half "o‘ue to majorresfructunng costs MD!S planned

~

subs di 'ryjto Conﬂnuum Australia for £7m in cash "The
subsidiaries being sold had a turmover and operating profit
| in 1995 of approx. £20m and £500K respecti ively, primarily
inthe heaimcare, local government and financial sectors

wfth nel assets (31st Dec. 95) of £8m”. ' ‘ .
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Oh damn...it’s happened again
Our record of writing up bright young UK-owned SCSI
companies, only to find them acquired within months, is
impressive or depressing depending on your viewpoint.
But we have never before had such a story as Metrica.
‘New Profit Margin #1

ql
“fMetrica
‘|Revenue
{pPBT
{staff

7

“{Customers

-

...and what happens next?
Within a few weeks, Metrica was sold to NASDAQ quoted
ADC Telecommunications for shares which valued
Metrica at $36m (c£24m) making it one of the larger UK
M&A deals of 1996 so far. It makes MD Mike Berman,
who owned 40% of the equity, a multi-millionaire together
with handsome returns for the other shareholders.
Metrica was basically a “free” spin out of Leading
Technologies (t/a Protek) - where Berman was also a
director. Here the product was sold for £2K and didn’t do
too well. Metrica turned it into a £200K product and, as
you can see, it then sold like hot cakes. There must be a

in his own land” can be applied to many, many other
Lcompanies.

moral here! But the story of the “prophet not appreciated

_/

DCS really motoring

DCS, via its French GMB subsidiary, has signed a major
deal with Renault to put its Global DMS system into 70
branches. The contract is likely to be worth £10m over 3
years.

However DCS shares siill fell 6% this month despite the
news. But remember that when DCS took a 20% stake in
GMB for £750K in Jul. 95, they also got an option to
acquire the whole of GMB for around £5m. That would
add over £13m revenues to the £28m currently expected
for DCS this year. GMB made PBT of £387K in 1995. So
there is probably more scope for improvement.

To confirm this, on 28th June, DCS announced that it was
acquiring a further 14% of GMB for £650K.

— System House

Vega Group plc
Nine Year Revenue and PBT Record
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Intelligence Environments
Intelligence Environments (IE) is the developer of a
software tool - AM “which allows programmers to develop
complex business applications on PCs, using Hyperlogic’.
It was originally developed for IBM mainframes but the
press release contains all the right buzz words. IE's new
product (Amazon) is (of course!) designed to build Internet
applications. IE made profits of £200K on revenues of
£4m in 1995 but expects to make trading losses in the
next two years as it exploits its new products.
IE obtained its AIM listing on 29th June at 94p which valued
IE at a mighty £21.08m. £6m new money was raised and
74% of the enlarged equity was placed. The shares were
not that well received and ended the first day’s trading
down 10% at 85p.
Footnote: Yet another AIM entrant to boost the pensions
of ex-Logica executives. After David Mann's successful
AIM float with Flomerics, IE’'s CEO is Dr. Tim Cooke -
also ex-Logica.
(Network Technologies also plans an AIM listing in)
July. Profits of £3.3m are anticipated on revenues of £16m
this year which is said to value the business at £35m.
Founders Mr. and Mrs. Bollmann will retain their 60%
stake. 3i own 29%. £1m of new money will be raised. It is
suggested that NT is “the Anglo-German answer to Cisco
| Systems”. Source - Evening Standard 19th June 96. J
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SCSI Index registers first fall in a long while [30th June 96 SCSI Index 2817.31
After a record-breaking run, the SCSI Index fell by nearly ESE 100 3711.00
5% in June compared with a 1.7% fall in the FTSE100. [SCStindex=10000n isth Apr 1989 1FTSE SmallCap _________2190.96
LBMS led the losers with a 46% fall resulting from the
continued losses reported a month ago. That means LBMS
shares have fallen by 54% since June 95 when Rainer ',‘:”"”“‘1 ézt:’i’%ab 30/6/96) 1;-?33 B'g ;:f;" G1-79%
i " . rom pr +181.73% +80.71%
Burchett pronounced LBMS in exceﬂ.?nt shape .‘Real Time |z 1stJan 90 +206.20%|  +57.11%
Control also fell 41% in a knee jerk reaction to the |rFrom 1stJano1 +208.00%| +71.77%
resignation of CEO Brain Emerson. Results to 31st Mar. |From 1stJan 92 +169.64%|  +48.85%
0 . . . [=) 0y 0,
96 will be announced in July but are expected to be similar |From 1stJan 93 S| e || A
to last vear's £1.8m. If the P/E of 9 look Ib . From 1st Jan 94 +68.74% +8.56%| +17.25%
o fastyears x1.om. Ir So tne F/E Of 9 100ks a real bargain. |rrom 1stJan 95 +87.92%| +25.46%| +25.46%
Firecrest was up 17% before the shares were suspended. |From 1st.Jan 96 +24.74% +0.59%| +12.85%
= M = =
System House SCSI Share Prices and Capitalisation
Share price | Share price | Capitalisation | Capitalisation
Share Price | Capitalisation | Historic Ratio CSl Index % move % move move (Em) move (Em)
30/6/96 (Ep) 30/6/96(Em) P/E Cap./Rev. 30/6/96 since 29/5/96 in 1996 since 29/5/96 in 1996
Admiral £2.70 £169.00m 33.3 2.58 9758.75 2.66% 64.63% £4.90m £67.60m
Azlan £6.98 £190.60m 23.0 0.97| 3034.78 9.06% 38.22% £18.40m £54.80m
British Data Management £1.57 £39.20m 22.8 2.30| 1256.00 -3.09% 26.61% -£1.30m £8.20m
Capita £3.76] £211.30m 32.0 2.43| 11291.29 1.90% 31.93% £3.90m £50.80m|
Cedardata £1.70 £52.00m 17.9 4.31| 1619.05 -12.82% 2.41% -£7.70m £1.20m
Clinical Computing £0.57 £9.69m Loss 4.38 459.68 -18.57% 83.87% -£2.21m £4.67m
CMG £6.58| £420.10m 31.3 2.14| 2268.97 -2.95% 100.00% -£12.70m 2210.10mk
Coda £2.05 £54.50m 79.8 1.66 872.34 -15.29% -4.21% -£9.90m -£1.60m
Compel £2.22 £33.90m 18.1 0.48| 1776.00 5.71% 17.46% £1.90m £5.10m
CFS £0.90 £6.66m 19.3 2.23| 1000.00 -10.00% 5.88% £1.76m £2.49m
Cray Electronics £0.42 £99.60m Loss 0.38 245.61 -3.45% 1.20% -£3.50m £0.00m
CRT £1.59| £107.50m 24,5 1.48| 1766.67 -1.24% 38.26% -£1.30m £29.90m
DCS Group £1.17 £22.50m 18.4 2.59| 1950.00 -6.40% 56.00% -£1.50m £8.30m
Delphi Group £6.55| £141.50m 21.8 0.81| 2283.95 15.63% 50.00% £19.10m £47.50m
Division Group £0.82 £36.00m Loss 7.45| 2050.00 -9.89% -28.70% -£3.90m -£14.50m
DRS Data & Research £0.29 £0.92m 21.8 1.53 263.64 -19.44% 16.00% -£2.38m £1.37m
Eidos £7.95 £62.80m Loss 49.06| 7950.00 -6.25% 14.72% -£4.20m £8.10m
Electronic Data Processing £0.90 £23.60m 12.9 1.87| 2755.66 -8.16% -22.41% -£2.10m -£6.80m
Fl Group £3.85| £114.30m 49.8 1.85| 1638.30 -3.51% 63.83% -£4.20m £44.50m
Firecrest £0.70 £16.40m 30.4 2.48| 1750.00 16.67% -42.62% £6.40m -£3.90m
Flomerics £2.45 £7.05m 22.3 1.70| 1884.62 11.36% 30.32% £1.42m £2.24m
Gresham Computing £0.57 £18.60m 24.2 2.35 612.90 -19.72% 35.71% -£4.60m £4.90m
INSTEM £1.82 £8.19m 10.0 0.38| 1820.00 4.00% 5.20% £0.31m £0.40m
Intelligent Environments £0.85 £19.00m n/a 4,75 904.26 -9.57% -9.57% -£2.03m -£2.03m
JBA Holdings £5.17 £178.30m 32.0 1.43| 3231.25 -2.27% 32.23% -£2.10m £45.00m
Kalamazoo £1.23 £35.40m 11.0 0.53| 3514.29 -13.99% 6.96% £7.10m £13.00m
Kewill £4.51 £55.90m 13.4 1.59| 1782.61 -8.52% 28.49% -£5.20m £12.40m
Learmonth & Burchett £1.25 £31.90m Loss 1.23| 1041.67 -46.35% -56.14% -£27.50m -£40.20m
Logica £6.45| £406.40m 27.4 1.62| 1767.12 6.44% 40.52% £24.30m| £119.10m
Lorien £3.30 £18.80m 26.3 0.65| 3300.00 -1.49% 59.42% -£0.30m £7.00m
Lynx Holdings £0.79 £76.10m 16.8 2.38 1975.00 -4.82% 12.86% -£3.80m £9.50m
Macro 4 £4.80 £99.40m 13.0 3.97 1935.48 0.00% 13.48% £0.00m £12.30m
MAID £2.58 £236.50m Loss 17.34 2345.45 -17.83% 11.69% -£51.40m £24.70m
McDonnell IS (MDIS) £0.73 £73.00m Loss 0.50 280.77 -17.98% 78.05% -£16.00m £32.50m
Micro Focus £8.23 £124.30m Loss 1.61 3975.85 =-11.51% 45.66% -£16.10m £39.00m
Microgen £1.71 £67.50m 11.6 0.98 730.77 -0.58% -4.47% -£0.40m -£3.20m
Microvitec £0.66 £50.00m 20.9 0.91 1597.56 -6.43% 33.67% -£3.40m £12.90m
Misys £7.78| £659.00m 25.8 4.30| 1935.32 -7.27% 36.49% -£51.60m| £181.30m
MMT £4.58 £53.60m 22.6 3.84| 2726.19 -8.40% 86.18% -£4.90m £24.80m
Moorepay £2.05 £15.60m 21.0 3.37| 2469.88 2.50% 29.75% £0.40m £3.60m
MR Group £0.90 £50.20m 56.3 1.21 357.14 2.27% 28.57% £1.10m £11.10m
MSB International £2.30 £46.70m 19.1 1.21| 1210.53 -2.13% 21.05% -£1.04m £8.10m
OmniMedia £0.60 £14.80m Loss 53.82 800.00 -7.69% -7.69% -£1.20m £3.20m
On Demand £1.58 £87.10m Loss 9.91| 2025.64 -7.06% 21.54% -£6.60m £20.80m
Oxford Molecular £3.08| £187.30m Loss 30.31| 3850.00 -13.73% 15.79% -£29.80m £49.60m
P&P £1.58| £127.50m 14.2 0.37 708.52 -1.86% 3.95% -£2.40m £6.50m
Parity £2.62| £110.60m 25.3 0.87| 14555.50 -1.87% 49.71% -£2.10m £36.70m
Pegasus £3.05 £19.20m 22.0 2.99 831.06 0.33% 45.24% £0.00m £6.00m
Persona £3.04 £75.40m 19.5 1.41| 1900.00 15.15% 7.04% £9.90m £41.00m
Phonelink £1.76 £85.00m Loss 40.67 1135.48 -9.74% -7.37% -£9.20m £9.10m
Proteus £0.63 £34.30m Loss n/a 750.00 -14.86% -47.50% -£6.00m -£4.90m
Quality Software £2.68 £34.80m 51.9 1.63 705.26 -12.99% -59.15% -£5.20m -£46.50m
Radius £0.63 £17.60m 14.4 0.68 456.52 -18.18% 18.87% -£3.90m £2.90m
Real Time Control £1.84 £12.90m 12.2 0.96| 3755.10 -41.03% 3.95% -£8.90m £0.50m
Rebus £0.87 £63.30m| 263.6 1.05 988.64 -19.44% -1.14% -£15.30m -£2.70m
Recognition Systems £1.09 £29.40m Loss 43.88 1657.14 -0.91% 55.71% -£0.30m £10.50m
Riva £0.36 £10.90m 360.0 0.15 255.86 2.86% 24.14% £0.30m £2.14m
RM £5.48 £97.50m 27.3 1.21| 3131.43 12.99% 28.64% £11.20m £25.80m
Rolfe & Nolan £3.30 £41.20m 26.8 2.41| 3928.57 217% 22.68% £0.80m £7.60m
Romtec £0.91 £4.70m n/a 1.43| 1458.00 -5.21% 45.60% -£0.26m £1.42m
Sage Group £4.88 £523.60m 29.9 5.12| 18769.23 7.02% 50.15% £34.30m| £176.20m
Sanderson Electronics £1.59 £66.10m 171 1.14| 2706.38 -4.22% 11.97% -£2.60m £7.50m
Sema Group £7.32| £687.30m 29.5 1.01| 2301.89 10.91% 36.57% £68.20m| £185.60m
Sherwood £2.49 £21.40m 11.3 0.82| 2075.00 -12.01% 34.59% -£2.90m £5.50m
Spargo Consulting £1.51 £18.90m 34.1 2.56| 1589.47 -2.58% 4.86% -£0.50m £0.90m
Standard Platforms £0.16 £4.85m Loss 4.53 68.88 8.90% -6.06% £0.31m -£0.31m
Superscape £4.60 £38.60m Loss 24.28| 2323.23 -24.96% 7.48% -£12.90m £2.60m
Systems Integrated £1.18 £15.50m n/a 8.16| 1008.70 -4.92% 0.87% -£0.80m £0.10m
Total £0.31 £3.10m 32.2 1.35 584.91 3.33% 47.62% £0.10m £1.00m
Trace £0.26 £3.67m 10.2 0.19 208.00 8.33% -35.00% £0.29m -£1.93m
Triad £2.15 £54.10m 30.3 4.62 1592.59 -9.66% 59.26% -£5.80m £20.10m
Vega Group £3.08 £44.00m 21.2 2.74| 2524.59 8.07% -13.97% £3.20m -£7.20m
Virtuality £2.81 £82.90m Loss 6.49 1652.94 -6.02% 12.85% £0.10m £13.90m
Wakebourne £0.28 £6.38m Loss 0.18 155.56 -3.45% 60.00% -£0.23m £2.39m
| Zergo £2.80 £25.80m n/a 3.65| 2871.79 0.00% 64.71% £0.00m £10.10m

Note: CSI Index set at 1000 on 15th April 1989. Any new entrants to the Stock Exchange are allocated an index of 1000 based on the issue price.
The CSl Index is not weighted; a change in the share price of the largest company has the same effect as a similar change for the smallestcompany.
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( Butler moves from EDS to Origin

This month Tom Butler (who ran part of EDS Europe incl.
the UK) and Geoff Carroll (who ran EDS Southern Europe)
emerged as MD and Sales Director respectively of Origin.
Dutch-owned Origin was founded in 1976. In 1995 they
merged with their Dutch partner Philips, which had held a
41% stake. Philips contributed their Philips C&P operation
to the deal. This has created one of the larger European-
owned SCSI companies which is now 82% owned by
Philips. Financial institutions own 10% and the managers
and staff 7%.

BSO/Origin, the immediate parent, made an operating
profit of £12.7m on revenue of £385m in 1995 and is one
of the largest companies in the Netherlands in terms of
the domestic market and #1 in terms of worldwide revenue.
The "new" company has 11,318 employees and revenues
of some $1,250m and operates from 147 offices literally
around the world. Indeed this truly "global" coverage is
considered to be one of their major strengths and
differentiators.

As well as the change in ultimate ownership, it has been
an exciting period in its own right for Origin in the UK. In
late 1994, the new JV secured a deal to take over British
Coal's IT and Compower - the British Coal external bureau
- which also involved a two year FM contract. We
understood at the time that the two deals were worth
around £20m.

Then in Sept. 95, the new operation secured its largest
FM deal with ICI worth £75m over 5 years - i.e. £15m p.a.
Philips C&P commenced trading in the UK in March 1991.
But they have "been creating and refining national and
international data processing and communications
infrastructures for three decades". 40% of their £44.3m
revenue in the UK in 1995 was for the parent company.
Services offered span the range of FM and outsourcing
for systems and networks and include managed payroll
and consultancy. C&P manage a cluster of mid range
computers with extensive LAN capabilities. The company
also operate an international multi protocol network which
“is one of the most extensive private comms systems ever
created"”. Philips C&P claim that all the £44m is outsourcing
- or systems management as they call it. But given the
parent revenues etc., we estimate £20-£25m external
outsourcing revenues in 1995.

Origin UK increased revenues from £15.1mto £17.8m in
1995 and 300 people were employed in the UK. The
components of this business are package implementation
(principally SAP, MFG Pro and Triton), custom solutions,
systems operations and technical automation.

The combined Philips C&P and Origin UK operations are
expected to have revenues of about £100m in 1996. They
employ over 1000 staff (interestingly over 150 SAP
specialisis). A number of smaller outsourcing contracts
have been added recently. We expect non-Philips
outsourcing revenues of, possibly, up to £60m in 1996.
We also expect an aggressive approach towards winning
new outsourcing deals. After all Butler was instrumental in
the significant/mega deals awarded to EDS UK in the last
few years and the pair “between them brought in more
than $8 billion European business for EDS”. Source -
Computergram 6th June 1996.

Of course many have questioned the long term profitability
of such mega deals. But with a stock exchange float
expected for Origin in 1998, the new ex EDS management
kare highly incentivised towards near ferm growih.

Computeraid profitable and expanding
Computeraid completed its MBO from THORN EMI in
Dec. 94. THORN-EMI retained a 20% stake. CINVen
backed the deal with funds of £2.3m.

In the year since the MBO, Computeraid has increased
its revenues by about 15% to c£38m and has made profits
of about £1.3m. Indeed this month they have acquired
the assets and IPRs of the UK applications division of
Alcatel Telecom which ‘provides systems to retail and
hospitality customers. For many years Computeraid had
been designing desktop based EPoS software®. They
currently support 25,000 EPoS systems. “The sum of the
two parts is often greater than the whole”said MD Maurice
O’Brien.

We understand that further acquisitions are expected

Intergraph UK
UK Revenue Breakdown

Malntenance &
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Cedardata on the road to being Boring
We have become tired telling people that System House is not about tipping shares but about company performance.
Cedardata is a case in point. Anew issue at 105p in Mar.
94, their maiden results were excellent. A year ago their Cedardata plc
brokers reckoned £4m PBT for FY96. As it turned out PBT
was up 23% at £4.4m on revenues up 35% at £12.1m.
EPS was up 20%. Margins remained at an impressive 36%. §ci.om |
Despite this the share price fell 13% as a result.
Cedardata has an Oracle-based accounting software
product - cfacs. But licences only represent 42% | toom |
(FY95=47%) of revenues; up 20% in the year. However
services revenues from consultancy, training and bureau
operations were up 71%. r4.om
CEQ Leon Fattal said “trading in the new financial year
has started well with our sales campaign already having
Yyielded valuable orders. The strength of our prospect list § c.om
suggests that Cedardata will again continue to make good 1481 i L La5s L 1aas

Lerogress in the coming year". o e i Anmens MRS
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Coda shocks again

On 1st July (after our stats. on p9), Coda shares crashed by over 20% as losses of £3.7m on static revenues of £15.3m were
declared for the six months to 30th Apr. 96. “Lumpiness of Group revenues”is blamed. In other words, they have not yet
secured some of the large contracts for which they are bidding and ‘in the absence of these client gains, a profit for the year
may not be achieved”. PBT of £2m was expected prior to the announcement.

The last time Coda shocked the market soon after their float at 235p in Feb. 94, Chairman Rodney Potts told us that it things
did not improve “you wouldn't be interviewing me again”. Potts has now resigned from the board of the company he founded
17 years ago, with Dr. Colin Gaskell becoming non-exec. chairman.

Finally, we have apologised before for giving Coda a Boring Award. One shock we can perhaps forgive, but two so soon is

far too exciting for us.
== =

Paper costs affects Kalamazoo
Kalamazoo Computer Group - the supplier of specialist computer solutions and security and business forms printer
- has announced results in line with their previous forecast for the year ended 31st March 1996.
Although revenue was up 10% to £66.7m, PBT fell 14% to £5.8m, with EPS down a similar amount. Indeed if exceptional
profits from the sale of discontinued and associated businesses are excluded, amounting to some £455K, the position
would have been even worse. The profit margin is still however an acceptable 8.8%.
The company’s Security Print division was badly affected by “unprecedented” paper price increases which cost an
estimated £900K with a further £300K in exceptional redundancy expenditure. Despite a 9% rise in the division's
revenue to £18.4m, PBT declined from £2.48m to just £900K. However there was a strong recovery in the second
half so hopefully the worst of the problems in this division are now over.
The Computer Services division performed well with a 10% rise in revenue to £48.3m (72% of total Group revenue)
and profits up 7.5% to £5.8m. ¢
. Kalamazoo is a specialist in the Kalamazoo Computer Group plc
retail motor trade arena which Six Year PBT and EPS Record
accounts for c£33m of |e7m £ 6.8m
revenue. Their Elite flagship £ 04m
product has done particularly |& sm +
well.
Computer Solutions had
revenue of £15.2m - up 11%-
and it would appear that this
division is possibly loss making
overall. However losses in
Kalamazoo Computer Training
were ‘stemmed” until its sale
to Corporate Services in Oct. [¢ 1m | AT
95.
Chairman Bob Jordan is [eer J ...-0'lJp , . :
optimiSﬁC- “The acqujs‘iﬁon of Ym:namgaswmmh 1992 19;:21."36'J 19904 1995 1906
the European Automotive
Dealer Systems (EADS)
division from Datapoint marks a major step forward for the Group. Kalamazoo will be the leading supplier of dealer
management systems in Europe with revenues in excess of £50m.... | am confident in the Group’s future prospects”.
The market as yet does not appear to share this optimism as, after an initial 8p fall in the share price, they coninued
| to fall and ended June 96 on 123p - a drop of 14% on the month.
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Outsourcing

Outsourcing is of importance to us not least; because the
majority of our readers are involved in the sector, that it is
the fastest growth sector (up 40%+ in 1995) and is rapidly
becoming the most significant segment of our market.

In turn it is the most emotive. The UK has too few IT
journalists of real class. One cf them (in our opinion) is
Tony Collins at Computer Weekly. He investigates (rather
than regurgitates press releases) and reports regardless
of the consequences.

Although we respect Collins, the problem is that we now
often find ourselves defending him. Most of the CEOs
of the main players consider his reporting totally biased
against outsourcing. Indeed, we have taken this up with
Collins on many occasions; challenging him to write a good
news outsourcing story. Ideas we have suggested include
outsourced staff who have progressed to very senior
positions in services companies, the enhanced training
opportunities, wider career opportunities and, to be blunt,
what happens to non-outsourced staff (i.e. they also lose
their jobs) etc. Collins has so far not taken up the challenge!
Of course staff do lose their jobs in outsourcing deals and,
yes, many employers use outsourcing as a softer option
than making such staff redundant themselves. But we are
sure Collins would be the last to defend keeping
unnecessary and redundant skills on the payroll just for
the sake of it.

We only make these comments because this month PA
Consulting published their Strategic Sourcing 1996 Report.
It was actually a rather positive report although you would
never guess that from the six lines which Collins afforded it
in Computer Weekly.

it constitutes a genuinely new approach to business. It is
not driven primarily by costs or by government pressure.
Instead it is a fundamental part of the universal search for
more effective performance”. “Horror stories surrounding
outsourcing are clearly exaggerated and would seem to
be limited to a relatively few well publicised failures. More
than 90% of those who responded to our survey consider
the service that they are receiving from their outsourced
supplier as good or better than the in-house regime”.

The PA Consulting report confirms a long held System
House belief. Firstly, that previously outsourced operations
(like catering, property management, distribution/transport,
legal services) do not tend to get brought back in-house.
Figures from ITnet showed that in 1995, 36 outsourcing
contracts were renewed - 7 with the existing supplier and
9 switching to an alternative. Of the seven contracts moving
back in house, four were legacy systems which just came
to an end to be replaced with new client server systems.
Secondly, that the impression that it is mainly the public
sector which uses outsourcing is incorrect. Figures from
ITnet, even after years of catching up, show that the public
sector even now represents only about a third of
outsourcing revenues. In the first six months of 1996 the
private sector has been responsible for 80% of the deals.
signed. !
But perhaps the most telling statistic from the PA report is
the relationship between outsourcing and business
success. Of course such a relationship is easier to prove
in non-public companies. PA found ‘that there was a
generally positive relationship between high levels of
outsourcing and enhanced stock market performance”.
Now given that stock market performance is usually in line
with enhanced eamnings, thatmust be about the best advert
for outsourcing you could get

PA Consulting "concfude rhat outsourcmg is here to stay;

17th July 1996
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