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Buoyant conditions and “What makes a Boring company?”’

As the reporting season gets underway, it is clear from
the results already declared that the UK SCS sector has
continued to enjoy buoyant trading conditions. Revenues
have increased by 20% - once the effect of acquisitions
(and disposals) has been removed. This is in line with the
22% increase recorded for 1996 as a whole.

At the headline level, a 55% increase in PBT seems
exceptional. Indeed, it is the exceptions which have made
all the difference.

Micro Focus swung from a loss of £9.5m to PBT of £5.2m
in the six months to 31st Jul. 97, Eidos from a loss of

JBA = business systems products

Sage = financial accounting products for small businesses

etc.

We undertake many interviews with companies who spend

the first hour trying to describe their myriad business

activities. Try describing Sanderson or the activities of

Misys in the early 1990s in a single sentence? But it

seems much easier to describe Boring companies!

3) “Only expand geographically in your own market

sector”. “OK, we have proved we can run an outsourcing
company in the UK which

N

£2m to profits of £7.6m, and
MAID from a loss of £3.3m
to a profit of £2m. It’s
amazing what an effect
these recoveries have on
the averages. Strip them out
and profits growth reduces
to 22% - i.e. about the same
as revenue growth.

Still sounds great.....except
that profits growth has
substantially outstripped
revenue growth in every
year this decade. Until now.
Our Page One review last
month listed the
unprecedented 18 profit
warnings issued in the last
few months. In turn, that

1997 so far...

proves we can run a banking
software products company
in Germany”. Boring
companies only take the UK
tried-and-tested recipe
abroad.

4) Strong management.
Word association test...
Admiral = Brendish

Capita = Aldridge

JBA = Vickery

Triad = Fulton

Sage = Goldman.

The real point, however, is
that although these founders
were crucial to the business
in the early days, they all
built up strong management
teams. Indeed, Messrs.

+55%

Includes all results for quoted
SCS| Companles announced to date
for perlods (full or Interim) ending In 1987

article produced an
unprecedented response

MR
60%

Brendish, Fulton, Goldman
2 have all, in one way or

from our readers.
The theme which ran through all the letters/e-mails was
that management was the key. Exchange rates, skill
shortages, markets, products, boom or bust, of course,
had an influence but good management overcame these
“minor” obstacles.

We were equally amazed at how many of you asked
“What really makes a Boring company?”

There are now only five current holders - Admiral,
Capita, JBA, Triad and Sage. Ten years of no
reversals and EPS growth of >20% p.a. A tough act.
So are there any common characteristics ? We can identify
several.

1) “Stick to the knitting”. How many times have we
repeated this axiom from “In Search of Excellence”.
Everyone of the Boring companies has been a slave to
this, the most important principle.

2) Strong Brand Identification.

Capita = public sector outsourcing
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Boring Award

another, reduced their involvement in their campanies
with no ill effect.
4) Acquisitions. We had been highly critical of the effect
acquisitions can have on earnings and have often cited
the organic growth at Admiral as an argument
against growth by acquisition. However, Capita and
Sage, in particular, have adopted highly successful
acquisition strategies. The trick seems to be to use
acquisitions to extend existing activities into new
areas - whereas acquisitions which take companies
into new activities AND new areas often fail.
As we have said before, Boring does not mean unexciting
rewards for shareholders. On average our five Boring
Award winners have seen their share price rise 13-fold
since 1989 with Sage (up 26-fold) and Capita (up 23-fold)
leading the way.
And don't think that you've missed the boat - JBA (up
60%)and Capita (up 65%) are amongst the leading share
price rises so far in 1997.
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_'Oxford also announced an agreemen
: company Cambndge Cmematonat to s

spec;allses ;n the desrgn and production of
- structures for the drug discovery industry. it's

ECsoft group - strong results

UK NASDAQer ECsoft (“an independent European IT
services company that specializes in industrial strength
solutions” - clearly their description not ours!) has
produced excellent Q297 results following on from the
equally good Q1 figures. For the six months to 30th June
97, revenue increased 38% to $34.9m with net income
up from $640K to $1.8m. EPS doubled. They now employ
575 people - up 42% on the same period last year. "These
strong results demonstrate ECsoft’s ability to survive in
the dynamic markets of Northern Europe” according to
President and CEO Terje Laugerud. And these results
were achieved despite adverse currency exchange rates
- particularly Nordic currency against the US$.

ECsoft completed an IPO in Dec. 96 at $10 but the shares
fell sharply soon after to a low of $8. These interim results
were “above analysts’ top end forecasts”and pushed the
share price to $15.75 at the end of Aug. 97. But we STILL
think they would have been better off with a London float.
The outlook looks equally good with the “order backlog
currently 69% higher in § terms than last yeaf

(Yet another profits warning

deal sizes have been lower than expecied”. Revenues of
£2.1m are now expected for the six months to the end of
June 97. No profit projection was forthcoming but the
company made a loss of £1.4m on revenue of £3.5m m
FY96.
Launched on AIM in June 96 at 94p, the shares ended
Aug. on 38p - that's a discount of 60% to the issue price.

— System House

beyond us reaily but if successful, the rewards apparent!y?f

performed excellently smce Stxil does it realiy J _silfy theﬁ i
- present share price of 295p and valuatlon of £209m'? On!y 5
\ time will tell. = : o )

PN

Intelligent Environments (software to help customers :
build Internet/Intranet applications) has joined the ever
growing list of companies that have issued profit warnings
(see lastmonth's issue). The statement warned that “individual

Fraser Williams Group doubles PBT

We have included old established Fraser Williams in our
Holway Report for very many years, but as far as we can
see have never mentioned them in System House. Let's
now rectify that.

Fraser Williams provide a full range of people based
services from software products and implementation - for
a wide range of platforms - to consultancy. Chairman,
CEO and substantial shareholder Tom McCafferty this
month sent us the 1997 accounts for the year ending 31st
March. Revenue rose 26% to £26m with PBT more than
doubled at £1.5m - a 5.7% margin - the highest for years.
UK revenue at £17.3m represents 67% of the total but
was up by only 10% - less than the average for the sector.
But European revenue increased 131% to £5.4m.
Software licences still accounts for nearly £21m of total
sales with the remainder split fairly equally between
equipment, third party licences and FM.

In 1994 we were told by Tom McCafferty that “a float was
at least two years away” and certainly until these latest
figures were produced even this seemed optimistic.
Perhaps now a float is being considered again but our
hunch is that a trade sale is more likely. The motives of
any Chairman sending their results to us at System House
SO soon are usually quite obvious!

\ ended the month up 1

An easy way to lose money with Easynet
UK Internet service provider (ISP) Easynet has proved
once again how easy it is to lose money on the Internet.
Despite increasing revenue in the six months to 30th Jun.
by 294% to £2.5m), losses went up from £242K to £668K.
Atleast, they still have £1.8m cash left to keep them afloat.
But, as we have said before, the chances of survival for
small independent ISPs is pretty low.

The shares ended August unchanged on the month at
?’Op, and are still at a discount of 30% to the Feb. 96 AIM
issue price of 100p.

Watch this space,
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“Millennium “bomb” lifts Micro Focus”
Financial Times headline - 15th Aug. 97.

We could spend the next four pages retelling the Micro
Focus saga. Then half our readers would complain of
too much history. Or we could assume you all know it...and
the other half would complain of too little background! Let's
just say that Micro Focus was our first “IT wonder stock”
back in the early 1990s as their COBOL development tools
catapulted the share price to over £30. Their inability to
adjust to the new “open systems” world order caused an
equally steep fall to a low of under £6.

But then along came the Y2000 with all its attendant
problems relating to legacy COBOL systems. On top of
that Micro Focus finally came to realise that its real asset
was its services capability feeding off its products (rather
than the other way around). If this theme is becoming
boring...well, you would be surprised at how many others
still have not got the message.

That's why the FT headline above rather neatly sums up
the Micro Focus’ interim results for Q297 to 31st Jul. 97.
Worries about the Y2000 problem has helped them go
back into profit. For the six month period to July, revenue
rose 21% to £41.3m and the previous loss of £9.5m has
been turned into a PBT of £5.1m. Product revenue rose
£5m to £24.1m with services revenue up 14% to £17.2m.
It's good to see product sales recovering after reducing in
FY97. R&D costs have reduced from £13.2m to £9.4m
and operating costs in total have been cut by over £6m.
Although Micro Focus have always capitalised R&D costs,
amortisation has again exceeded capitalisation as
intangibles have now reduced by over £1m to £13.5m.
These were excellent results. But according to Senior VP
and Chief Financial Officer Tony Muller, only some 15%
at present relates to millennium business. He is predicting
a rise to 20% by the year end and one third in 1998. The
Euro will also provide new business with the planned
launch of Micro Focus' first software solution in 98.

The market really loved it and the shares rose yet again -
by over £2.20 on the announcement, ending August on
£20.48p. Although this is a threefold increase on the price
just a year ago, it's still lower than the £30+ high.

Last month CEO Marcelo Gumucio unexpectedly resigned
and was replaced by Martin Waters from Platinum
“reflecting the intention of the group to shift its emphasis
from products to supplying services”. What joy to our ears!
“We are pleased with the progress the company has
made” said Waters. “The significant growth in new licence
revenue...demonstrates that our strategy of providing
comp!ere solutions is bemg well received”.

: CFS GrouP:.‘=: good interim results

lalised software and admin. support) interims
months endlng SOth Jun, 97 revenue.

'periodf Brokers estimate PBT of £780K for the full year.
The share price:performance since flotation in Feb. 94 at
Op has hardly been startling after over three years trading.
The shares anded August on just 98p.....

)

_ : 1| | On Demand ‘“the ultimate froth stock"was a new isste in
ngfblas: :have oniy reduced by £19K in the

&

9 { :
: c!ass tec:hn:cal sofurfons and remam optfmls tic of repomng.
further progress at the year end and beyond”. Investors

=

a8 buyg'ri _OP] shares are currently 10p. Oh dear!

‘will be equally happy with a 70% Increase in Sherwood‘ '

share price in the last year. = )
Science Systems for AIM ﬂoar

Science Systems is one of those archetypal SCSI
companies offering a range of development and
application management services to blue chip corporates
both here in the UK, and in several European locations,
including the Czech Republic. 35% of revenue comes from
outside the UK.

Results to 31st Dec. 96 showed a modest 17% increase
in revenue to £14.6m and operating profits of c£1.5m.
However, a change in accounting policies meant that PBT
reduced from £1.4m to £1.2m.

Chairman and MD Mike Love holds ¢c19% of the equity
with other management and staff holding a further 43%.
They will be buying rather than selling in the placing.
Private investors will be selling c15% with £1m of new
cash being raised.

The AlM listing in mid-Oct., handled by Bristol based Rowe
& Dartington, is expected to value the group at £20-£25m.
We anticipate a good reception.

(Profits not to be at On-Demand

\

Nov. 93 and has never made a profit. In May 96 they had
a rights issue at 180p. On the 29th Aug. 97, ODI not only
announced that they wouldn't even make a profit in 1998
but that Regent Associates had been appointed to find
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Eidos has a busy month

UK NASDAQer Eidos (computer games) has appointed
KPMG as auditors following the resignation of Coopers &
Lybrand “after failing to implement fully the corporate
governance code of the Cadbury Committee”. The market
did not like the news and the shares suffered an immediate
12% fall.

It liked the news of talk that City regulators were probing
dealings in the company’s stock even less with a further
fall of over £1. Never mind “Tomb Raider’ how about
“‘Rogue Trader”? CEO Charles Cornwall was “nonplussed.
The company is unaware of any investigation”. The share
price recovered slightly to end August on 468p - still a
drop of 30% in the month.

Eidos also announced its results for the three months to
30th Jun. 97. On revenue up slightly at £9.4m, the loss
before tax went up from £2.8m to £4.9m; partly due, it
must be said, to the strength of sterling. 60% of total
revenues are in other currencies but 75% of costs are in
sterling. According to Chairman lan Livingstone “The first
three months represent the quietest time for the group...
in line with expectations losses more than doubled...
however | am pleased that we did achieve an increase in
turnover without the sale of any premium games”. Analysts
are now forecasting a PBT of c£18m for FY98, helped by
the continued success of Tomb Raider.

Evidently six new games have been launched, with one,
Blood, a disappointment. But they have a strong
forthcoming games schedule and, of course, Christmas
is coming (Eidos actually reported a profit in Q396!). During
the quarter, apart from the Opticom investment (see June
issue), Eidos has also acquired 25% of Sports Interactive
for £473K in shares and 25% in US Black Dragon
Productions for $500K, part cash, part shares.

( Difficult times for Microvitec

Microvitec's results for the six months to 30th Jun. were
as expected after the warning in May that “heavy losses
incurred in the latter months of 1996 will continue
throughout the first half of 1997”. Revenue was down 38%
at £20.9m and the previous profit of £1.6m was turned
into a loss of £424K. And this loss was afterthe exceptional
profit of £2.9m from the sale of CSM and MSI.

Bailey said “This has been a very difficult period for the
group. However corrective action has been taken in the
Display Division which has been primarily responsible for
the poor first half performance..... The Board remains
confident that an improvement in overall group operating
performance should be achieved”. However, a loss is still
expected in H2.

The Display Division ‘produced its worst performance for
seven years”. Sales of £14.4m were 47% down with export
sales down a total of 75% blamed mainly on the strength
of sterling. The Networking Division produced sales of
£7.1m (down from £8.5m) and profit down from £343K to
£110K. Restructuring has now taken place. The
companies in the remaining Software Division have been
merged. This division had revenues slightly down at £1m
but at least made a small profit of £4K this time.

At the risk of becoming boring, we feel it's a great pity that
Microvitec did not take its own advice some three years
ago and “reposition and refocus in the areas of software
and networking” rather than deciding to concentrate on
monitor manufacturing. The shares ended August on 15p,

\

\down 19% in the month. L
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MDIS Group Six months to 30th June
Revenue
1996 1997
£20.40m| £ 19.20m
£ 15.00m| € 19.40m
£ 6.10m £ 5.80m
£ 8.20m £ 9.40m

Increasa |
-6%}:
29%}:
5%}
15%}):

ublic Sector
orporate Sector
uman Resources
hess

| Application Development na n/a naf:

Operating Profits
1996 1997

£ 0.80m £3.10m
£1.10m £ 1.80m
-£270m| -£3.00m
-£3.40 m
0',

Increasa
288%}
64%}:

ublic Sector
orporate Sector
uman Resources Both loss}:
Both loss,

CONMIPUTER GROUP
Is this the end of the “annus horribilis” for Kalamazoo.?
What with profits warnings, £2.1m out-of-court settlements,
“falsifying management accounts”, the FT raising “‘questions
of confidence in Kalamazoo's management”, abortive
takeover talks with Lynx (amongst others) and the
resignation of CEO Paul Heaven, it has been a year to
forget. This month their US rival in the motor trade systems
business - Reynolds & Reynolds - has spent £17.7m on
a badly needed cash injection and a further £3.8m on
increasing their stake to 26.5% in Kalamazoo. This money
is needed to ensure Kalamazoo did not exceed its banking
facilities but will have to be approved first by shareholders.
Kalamazoo has also warned of “substantial” losses in H1
but would return to the black by the second half.
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7.20p

7.00p

Adrmral plc Dnnswn Grou lc
[ntenm - Jun 96 Final = Diec 88} ~Interim - Jun 97§ Comparision nterim - Apr 96 Final = ntenm - Apr 98¢ Comparnision)
HEV ¥ 43,000,000 £ 80,819,000 £ 54,118,000 +25.8%{ | HEV £ 3,034,000 £ 4,800,000 ¥ 2,387,000 =21.3%
PBT £ 5,180,000 £ 11,243,000 £ 7,200,000 +39.0%{| PBT -£ 2,283,000 -£ 1,678,000 -£ 956,000 Loss both|
[EPS 5.50p 11.60p 7.40p +34.5%{| EPS -5.20p -3.80p -2.20p Loss both|
AFA Systems plc Druid Group glc
[ Final - Dec 95 (5 mos), Final - Dec 96§ Compansion|t Tntenm - Dec 95 Final - Jun 96} Intenim - Dec 963 Comparision|
H ¥0 EY64,000 al| HEV RABEZ,000 E20TY 000 ¥ 8,384,000 +T05.7%
PBT -£ 121,000 -£ 913,000 Loss bothi| PBT £ 867,000 £ 3,011,000 £ 1,800,000 +107.6%)
EPS -1.62p < -10.50p Loss bothll EPS 2.03p ___6.6% 4.51pt +122 2%
AIT Group plc Eidos plc
Final - Mar 98 Final - Mar 87§ Comparisiol Final - Mar 38 Final - Mar 97§~ Comparnisio
HEV 27,495,000 ¥10,675,000 FAZATHEV £3,706,000 75,531,000
PBT £ 1,122,000 £ 1,546,000 +37.8%{| PBT -£ 1,949,000 £ 7,626,000
EPS 4.19p 5.682 +35.6%||EPS -44.60p 44.40p
Anite Group plc Electronic Data Processin% %Ic
Final = Apr 96 Final - Apr 97} Compansio Trterim - Mar inal - Sep g6 Interim - Mar
HEV} £ 262860,000 £ 195,385,000 254V HEV £°7,894,000 o 14.257?0‘66‘ TR 480,000
PBT -£ 19,226,000 -£ 50,377,000 Loss bothil PBT £ 1,505,000 £ 2,519,000 £ 803,000
EPS -8.30p -21.20p Loss both||EPS 3.93p 2641: 2.01p
Azlan Group plc F.l. Group plc
Interim = Sep 95 Final - Mar 863 "Interim = Sep 86} Comparision Final - Apr 56 Final = Apr 97
HEV E72,716,000 £ 156,459,000 £ 126,464,000 +/3.9%|HEV £ 78,824,000 £ 98,800,000
PBT £ 4,445,000 £ 10,507,000 £ 6,034,000 +35.7%]| PBT £ 3,763,000 £ 6,575,000
EPS 13.60p 30.30p 15.00p +10.3%|EPS 7.70p 14.20p
Cadcentre Group plc Flomerics Group plc
Final = War 86 Final - Mar 87§ " Tomparision Final'=~ Déc 95 Final - Dec §6]
HEV 13,756,000 £ 17,339,000 +22 17| HEV 4747187 £ 5,332,408 +28.6%
PBT £ 1,669,000 £ 1,777,000 +6.5%]| PBT £ 415,565 £ 477,885 +15.0%
EPS 7.§_§E 7@2 -10.4%||EPS 11.00p 12.30 +11.8%
Capita Group plc Gresham Computing plc
Trtenm - Jun 9B} inal - Dec Interim = Jun 878 Comparision TAtenm - Apr 96 Final = Oct Interim - Apr 9/7¢ ~ Comparision|
HEV ¥ 50,067,000 BT EEY;000 £ 79,067,000 +57.9%]| REV £ 4,579,000 £ 9,271,000 £ 4,503,000 =1.7%]
PBT £ 4,588,000 £ 12,292,000 £ 7,062,000 +53.9%]| PBT £ 708,000 £ 1,682,000 £ 487,000 -31.2%
EPS 1.83p 4.77p 2.49p +36.1%]|EPS 1 .3_2.2 3.1 5p 0.88p -33.3
Cedardata plc Harvey Nash Group plc
Final = Mar 96 Final = Mar 87F  Comparision|| Final - Dac 85 Final = Déc 86§ Comparisio
REV £ 12,071,000 ¥ 16,363,000 T3 HEV £23,2595,000 £36,321,000 +55.
PBT £ 4,384,000 £ 1,589,000 £ 1,056,000 £ 797,000 -24.5
EPS 9.50p 3.60p 2.60p 1.80p -30.8%
plc Highams Systems Services Group plc
inlenm s Jun- g3 Final'= Mar 58 Final - Mare7f  CTomparision|
702000 E3227.358 B8, 354588 +235%]
£ 899,067 £ 878,707

Chemical Design Holdin

inal(PF) - Dec 85

Fa peos

Ic was Persona Grou

THEV E1 BT 407 ¥ 2,548,000
PBT £ 160,000 £ 515,000
EPS 2.84p 6.77p
Clinical Compulln'_g P INSTEM
Final - Uéc 85 nal - Dec b} Final = Déc 48 Final - Dec 88
HEV AR 197 1,979,690 £ 2T 55376500 25547000 T78
PBT -£ 714,879 -£ 2,079,530, £ 1,244,000 £ 1,321,000 +6.2%
EPS -4.40p -12.30, 18.10p 18.80p +3-93
CMG plc Intelligent Environments Group plc
Final - Dec 95 Final’ - Dec 56 Final -"Dec 85 Final - Dec comparision
REVT™ ¥ 188,484,000 £ 245155800 RYGE0 528 8475553 47245
PBT £ 18,460,000 £ 27,522,000 £ 202,000 -£ 1,379,256§ Profit to los:
EPS 18.20p 27.40 1.10p -7.10p PmM
Coda Grou lc JBA Holdings glc
Tnterim - Apr 96] inal - Interim- Apr 87¢ Comparisiol Final - Dec 85 inal - Dec Comparision
‘R‘EV_"'E”TS'EQE’MG "BBY; ,962,000 +30.8%REV E1237227,000 £ 161,810,000 F31.3%
PBT -£ 3,688,000 -£ 4,899,000 £ 60,000 PBT £ 7,242,000 £ 11,259,000 +55.5%
EPS -13.90p -18.80p 0.20p EPS 13.14p 18.26p +39.0
Comino plc Kalamazoo Computer Group plc
Final -~ Mar 96, Final - Mar 97 = Final - War 86 Final - Mar 97{ " Comparisio
HEV B4 758,000 £ 7,792,000 ,000 E07 776,600 +B.7%
PBT £ 871,000 £ 1,420,000 PBT £ 5,882,000 £ 3,882,000
[EPS n/a s 9.95p] EPS 10.20p 6.80p
Compel Grou Ic Kewill Systems plc
Tntenm - Dec 95} Final = Jun 88 infenm =Dec 58 OMPparnsio Final ="Mar 96 Final = War 87
HEV T A0,42T,000f € 85,620,000 £ 395427000 2 2%||REV ,242,000 E37338,000
PBT £ 1,441,000 £ 3,235,000 £ 1,696,000 +17.7%|| PBT £ 6,061,000 £ 7,425,000
EPS 6.06p 13.60p 7.09) +17.0%||EPS 33.70p. 40.50p
CRT Group plc Logica plc
Final'= Apr B8 Final =" Apr 87§ " Comparision Inferim = Dec e8] F"r'fa"l Jun 867 Intenm - Dac 88
HEVTE 103,282,000 ¥134,334,000 FI0YHEV E128574,000) \86T]
PBT £ 6,515,000 £ 12,056,000 +85.0%|| PBT £ 9,035,000 £ 24,710,000 £ 10,632,000
|[EPS __5.70p 6.86p +20.4%||EPS 9.80p 27.10p 11 703,
DCS Grou lc London Bridge Software Holdin
Interim - Dec 85 Final’-"Jun I(6 mos)-Dec 98§~ Comparision Final =" Dec 85 Final - Dec
REV 14,335,000 40, 48D.0007 " E 1Y 0950007 T2 REY BT746 820 T 308878
PBT £ 1,204,000 £ 2,366,000 £ 1,870,000 +55.3%{| PBT £ 805,586 £ 2,499,071
[EPS 4.27p 8.31p 6.21p +45.4%||EPS 2.82 8.26p
DRS Data & Research Services pic Lorien plc
Final - Dec 85 Final = Dec §8¢  tomparisio Interim - May 86 Final - Nov Intenm = May 37i Comparnision
HEV £°8,468,000 ¥ 4,822,600 254 ‘“memv ,708, £ 52,864,000 F1937%
PBT £ 594,000 -£ 1,734,000f Profit to loss{| PBT £ 600,000 £ 1,481,000 £ 889,000 +48.2%
[EPS 1.33p = -3.43p¢ Profit to lossl|lEPS 7.10p 11.80p 1.15p -sa.s#
Delphi Grou pFlrc Lynx Holdings plc
Final - D&c nal - Dec 9B}~ Compansiol Tntenm - War 9B| nal - Sep Tntenim - Mar 97§ Comparisio
HEV 75,008,000 £ 210,835,000 +20: TR <1 B HoLolo] ERY B4 000 ¥ EY 55,000
PBT £ 9,015,000 £ 12,302,000 +36.5%|| PBT £ 2,069,000 £ 6,953,000 € 3,710,000
[EPS 25.42p 33.05p +30.0%{|EPS 1.73p 5.36p 2.58p
M.A.l.LD plec

R T Al ec B8y Intenm = Jin 87
HEV A DO0 EY3,097,000
BT £ 7,034,000 £ 2,018,000
EPS § . 782p 0,88p




: Quoted Comparnies Results Serv:ce ‘Note: Shaded = Hesults announced this month.
MMT Computing plc Rebus Group plc
Interim - Feb 56 Final - Aug 56 Interim - Feb 8 Comparisian Final - Mar 56 Final - Mar 97 COI‘I’!PBI’ISIOH
HEV EURIDES U0 B BB 20T e 0,703 66?5 """"""" 2YI7Y | REV EBY, 030,000 BB 498 000) T +107%
PBT £ 2,372,000 € 4,531,686 £ 2,424,000 +2 2%|| PBT £ 1,969,000 £ 5, aoa 000 +195.0%
EPS 13.00p 24.60p 13.30p +2.3%|| EPS 0.33p = 4.61 p +1297.0'
M-R .9'.9.'5"!3 r S e Recognition Systems G".‘?" e |
fnferm = Dec 851 " Final = Jun nferm - Dec 898Y "Compansion||™ Interim =" Mar 881" "Final’~ Seép 881 " In 'én'rn"" ar 97 £om 'a"lslﬁ'
IHEV 18,560,000 ¥ 38381000 ¥ 18,509,000 “03%[HEV £ 245,000 £ 324,000

PBT £ 2,174,000 £ 4,810,000 £ 2,354,000 +8.3%{| PBT -£ 292,000 -£ 1,266,000 -£ 1 123 000

EPS 2.60p g 5.70p 2.90p +11.5%|| EPS -1.40p} -5.50p -4.20p

MDIS Group glc —_Riva Group plc 3
i BIenm. - Jun. 5o * o 7 nte faie =) Pa Final - Deg 55, Final Déc %mm“ﬁ”ﬁmﬁ
TRB0540,000 102"/‘ HEY fSrc Ho 1Mo T 0] A TUUURTEA 40007 19.8%
)i Loss to profil| PBT £ 182,000 £ 518,000 +184.6%
i Loss to profif | EPS 0.10p 0.90p +B00.0%
o T ok, e T Rolfe & Nolan plc

Interim - Dec 951 Final - Jiun 98F “Tnlerim - Dec 96 Comparision| Final - Feb b Finar="Feb b7{ "Comparision

HEV 12,635,000 25,377,000 11,737,000 ~70% v 17,128,000 00,259,000 F185%

PBT £ 5,956,000 £ 12,147,000 £ 5,135,000 -13.8%]| PBT £ 2,517,000 £ 2,758,000 +9.6%
EPS 17.90p 37.50p 16.50p -7.8%||EPS 12.33p = 14.50p +17.6%

Micro Focus plc Romtec Ic

TTTIRERm © Jur ey FInal < Jan 97y antedm - ot a7 :-rComparlslo Final - Jan 96 Final - Jan 97 Comparision
REYV 73089000 : HEWV falc A< I 1 [ Wi E Ny
PBET§ {2 5,809,000 PBT £ 257,430 £ 326,125
EPS L -4B.00p EPS 3.60, 4.30p

cro' en Hold Royalblue Group plc
Tnterim - Apr 96 inal - Oct 96 Final - Dec 95 Final = Dec 98

HEV E 38,281,000 £ 73,397,000 E 33,052,000 HEV £ 7,220,000 E171,6870,;

PBT £ 4,875,000 £ 8,783,000 £ 4,211,000 PBT £ 1,104,000 £ 2,016,000
EPS 8.00p 15.10p 6.90p EPS 2.60p 4.60p

Microvitec plc Sage Group plc
[nferim - Jun 96, Final =" Dec 56§ Inferim =Jun 97 [nferim - Mar 56 Final'="Sep 86§ Interim - Mar 87
HEV 2EE840,000 265,775,000 EZ0 852,000 B 7T.858,000 136,258,000 BVE554,000

PBT £ 1,610,000 £ 461,000 -£ 424,000 £ 16,116,000 £ 30,053,000 £ 19,286,000

EPS 1.40p 0.21p 0.10p 9.92p 18.50p 12.03p
Misys plc Sanderson Electronics Ilc
Final - May 98 Final = May 57 omparision Tnferim - Mar 96 Final - Sep 98] nterm - Bar o7

REV 279,867,000 £ 325,470,000 F16.3%||'REV £30,583,000 £81,385,000 ¥ 33,408,000

PBT £ 50,437,000 £ 62,533,000 +24.0%|| PBT £ 3,317,000 £ 6,201,000 £ 3,504,000
EPS 44.00p 53.90p. +22.5%|EPS 5.30p% 10.10p 5.90p
............ b SBS Group H°'d'"gs Ple :

oo F?nat Apr ﬁB : “Final =" Aprg? Final'= Aug g5 nal - Aug U8) " 'Comparisior
THEV T ? 3 2 g : 2‘5’&80!? 13,293,762 {587,550 .
534 2 S R S S nla ; : 421,192 £ 341,562 £ 125,661

PSS ' L i ﬂ:’é AR s - i '.',10_501:, n/a /i
Mooregag Grou Ic Sema Grou
Thlerm - Jun 96] ina ln'!e”n =Jun 97 Final - Dec 95§

HEV BUI7,048F CREEITIH A EZI73180% i EeYY 7280007 T

PBT £ 851,417 £ 1,327,894 £ B86,148 £ 36,027,000
EPS 53703 11.56p 5.69p 24.25p

MSB International plc Sherwo Ic
T T Fmal ey mwﬁm T - R A R
THEV T 38,555,000 ET.B0T,000

PBT £ 3,420,000 s 5,431,000 e 7&5 Ooo

EPS 12.00p ; 17.60p 58
OmniMedia plc Skillsgrou
Final=Dec 95 nal - Interim - May 98} nal - Nov

HEV CERVSZTE ol nos :(:h o Y70 000,0001 Y 344,337,000 E

PBT -£ 1,684,980 -£ 2,314,967 £ 6,500,000 £ 14,277,000 £ 6,500,000 +0.0%
EPS _-9.97p -10.10p 5.80p 12.70p 5.80p +0.0%

" On Demand Information Ic Spargo Consulting plc
Inférim = Jan 98! Final = Jur g8y Interm - Jan 877" TAtérim - Jun 86 Final - Déc u8Y “Thterim = Jun 871 Conmparnsion
THEV E5877.000 T 11,429,000 £ 5,607,000 E 4,040, E-7,853,000 4,228,000 AT

PBT -£ 1,284,000 -£ 2,900,000 -£ 2,291,000 £ 602,000 £ 1,204,000 £ 625,000

EPS -2.50p -5.60p -4.20p 3.10p 6.17p 3.25p
Oxford Molecular plc Staffware plc

Tatenm - Jdun b6 Final - Dec B6i | intenm = Jun Final - Dec 85 Final - Dec 96

A= Eeaennee oy 2 =70 505 610} MERMRIERR 45 > r- | Mo (970 } RARRERRIR 01 A -1 01970 } masesy HEV BA267,380 B0008325

PBTI -2 950,000} -£ 1,849,000} B B77,000f PBT £ 535,213 £ 873,879
EPSH RS o] 3 8 S e o) o MR U o (i EPS 3.90p: o] 5.60p
TS TR ‘Parit% ?lc”... Pt Sugerscape VR plc

SIRtenm = Jun g6 Final s oec ool Inienm = Jun 977 Interim -Jan 06 inal = Ju ntenm - Jan

HEV 78,363,000 T ABZ0BT,0007 K Ke[elo3 HEV & 1,589,000 £ 3,888,000 £ 1,901,000

PBT £ 4,303,000 £10,060.,000; £ 5678.000f - PBT -£ 897,000 -€ 2,873,000 -£ 3,128,000
Epgii: 6.75pt SEasmipt e gpopt EPS -13.10p -37.90p¢ _ -37.40p

Pegasus Group plc Systems Inte?rated Research plc
Final - Dec 95 Final = Dec 987 ¥ Thfenm - Nov 95 Final - May 96} Tnferim - Nov 987 Comparnsion

REV 8,426,000 £ 0T 000 HEV WL 1,248,600 B 507,000 e

PBT £ 893,000 £ 1,160,000 PBT n/a -£ 642,000 -£ 1,194,000 n/a

EPS 10.30p 15.40p EPS n/a -5.80p -9.10p n/

PhonelLink plc Total Systems plc
Final - Mar 98 Final=Kar 573 Finalr="rar 98 Final="’ar 97

HEV 4,355,000 E 378,000 007 HEV lo)3 f i

PBT -£ 6,711,000 -£ 6,173,000 Loss bolh" PBT £ 222,329 £ 412,545

EPS -17.30p -12.90p Loss both{|EPS 1.60p} 2.76p

Proteus International Ic Trace Com mputers plc
Final - Mar 98 Finial = Mar 97 Comparnsion lnTé'r'rﬁq"':'W'"'ﬁS’ TTTFIRal - May b6 ﬂmﬁ%zmwmm"

HEV BT, 083,000 EE5737000 AT HEVY £710, 288,000 220,554,559 B9, 757,000 529

PBT -€ 5,395,000 -€ 3,824,000 Loss both|| PBT -£ 50,000 -£ 5,135,296 £ 145,000f Loss to profi

EP§ -14.53p -7.31p Loss both] EPS -0.35p: ___ -35.88p 1.03pi Loss to

Quallty Software Products Ho Triad Group plc
Final - Dec 95 Final - | 510 Final - Mar 98 Final = Mar 97]

HEVY & 27885842 25360, FIEBZHEV T £ 11,880,000 ETH 827,000

PBT £ 502,697 £ 28,480 £ 2,131,000 £ 2,656,000
[EPS 5.20p 0.20p 7.09p 7.25p

RM plc, Vega Group plc

e A T A e BT VAT AT ST S HBHNSIEH favicss T e s T e R T
[HEV £ 457162000 ©90, 092,000 £48,085,000 +8. 4°f HEV £ 18,032,600 ¥ 17,977,000

PBT £ 1,322,000 £ 6,806,000 £ 1,683,000 +27.3%|| PBT £ 3,452,000 £ 3,261,000

EPS 5.00p _____2580p §.30p] +26.0%||EP 16.16p 13.7

Radius plc Xav!er Computer Group plc

i Final -'Dac B ~Final - Dac 58] ompans (o) | (MR S arios Final'-Mar' §

R SRR Sttt (RSURRORRRRRNE SERSRtyt 6oty ind ML A b i 457 bbl) ...... Roa T AR b

PBT £ 1,809,000 £ 1,591,000 —12 1%{| PBT -£ 86,000 £ 682,000

EPS 4.37p 4.05p -7.3%||EPS -0.13p 0.62p

Rage Software plc Zergo Holdings 3?

.......... T T o B T e | IS s L B oL s i 1 I N oTa s
“HEV 4,139,000 £0,504,000 T 3,875,000 07| HEV T H A E7Y 0,398,877 228

PBT -€ 1,226,000 -£ 3,224,000 -£ 1,752,000 Loss bothl| PBT -£ 214,693 £ 725,736 Loss to profi
EPS -0.44p -1.34p -0.65p1 Loss bolhllEPS =5.10 3.40pt Loss to profi

P BaslEInascanirelplo = swwamarsH|||Mike Brooke has resigned as Chairman of Azlan - Barrie Morgans

TS SRR O/ (RSN R ARSSRS S U & 54| has added this to his CEO role. City analysts now expect £15m losses

PBT £ 2,207,000 £ 2, 547 000 +15.4%

EPS 20.80p 5.50 .22 62]||as a result of the recent troubles. The shares remain suspended.
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Delphi has made d US acquisition in a ye h
the purchase of US Network Defenders Inc. Delphi has
paid $580K, plus up to a further $330K over two years
with a “max. earnout of $3.5mto 31 Dec. 2000". Delphi’'s
AC Interskill training arm has also acquired
Professional Software Training of Liverpool.
Network Technology is to raise £56m in a new issue
and transfer from AIM to the main market.

AEA Technology, the spin off from the Atomic
Engineering Authority, has acquired Canadian process
simulation software house Hyprotech for £34m. This
follows their purchase of Canadian Advanced Scientific
Computing for £6.7m back in February.

Compel Group has acquired specialist PC rental
company Computer Microrentals for £1.57m. CMR
made a PBT of £470K on revenue of £1.87m in the year
to Mar. 97.

RM has made a £10m investment in a strategic alliance
with Computer Curriculum Corp. and Invest Learning
Corp.; both subsidiaries of US Simon & Schuster - the
world's largest educational publisher.

Capita is strengthening its position in the payroll market
with the acquisition of IBM UK’s Datapay Payroll
Business for £9.3m. The purchase is being funded by
the placing of 3.46m shares at 269p. Datapay made
£775K on income of nearly £7m in 1996. Also, three
consortia, including Capita and Sema, have been
appointed by the Benefits Agency to enter into a
partnership to gain an understanding into the workings
of the agency and to advise on improving services.
Delcam (CADCAM software products) is investing £113K
in a new unit in France.

Staffware has acquired the outstanding share capital of
Danish Staffware AS in exchange for 16,500 ordinary
Staffware shares (value c£450K).

Rage Software has sold part of its Autonomy stake for
£2m reducing its stake in Autonomy to under 3%.

As reported in our June edition (but of course denied by
the company), Granada Group is now poised to sell
Granada Computer Services in an VC backed MBO.
The price expected is c£80m (as much as that? we ask)
after the parent wrote off £167m “goodwill” in its latest
accounts.

Rolfe & Nolan has raised £1.9m in a placing at 305p.
After Canadian Gandalf Technologies filed for
protection from its creditors it has put its UK and largest
subsidiary Gandalf Digital Communications up for sale.
ECsoft (see also P2) has acquired Internet specialists

@alu

altied at $2.4 e
Phonelink ends JV
Phonelink has ended its JV, The Electronic Market, with
Scottish Widows set up to develop and market their Tel-
Me electronic trading platform. SW will continue as a
customer. Chairman Sir Gordon Brunton said their share
of the costs since Nov. 96 would be c£200K, of which
£116K had already been taken into account in the year to
Mar. 97. “The company has restructured its management

and reduced the cost base”.

Readers should be well aware of our views about
Phonelink and this announcement merely strengthens our
doubts. The market did not like it either and the shares
have fallen another15% in the month to end on 34p, a far
cry from their peak of 440p and well below the initial launch
price of 155p in 1993.
(Sorry Largotim a)
We missed the acquisition of Largotim Holdings by US
NASDAQ quoted BDM International for $39m back in
May. Apologies to Largotim's CEO Dave Redwood and
Regent Associates who acted for them. Evidently “Big
Dave” is ecstatic with the sale and he will now serve as
President BDM Largotim, an operating unit of BDM's ISC

Simple Communications A/S of Denmark for $750K.

New SCSI Floats

As well as Science Systems (see p3), at least two other
SCSI| companies are planning AIM listings in the next few
weeks.

IS Solutions provides development services, FM and a
‘fast growing” Internet operation. Profits of £247K were
made in the six months to 30th Jun. 97 - more than in the
whole of 1996. IS expects to be valued at £6m. Williams
de Broe are the brokers.

Silvertech International develops control software for
safety systems on offshore platforms. John East &
Partners are advisers.

September 1997

\Solutions group. ¥,
Training booming
According to a report from Key Note, the UK's IT training
markets grew 60% in 1996 from £311m to £442m. We
ourselves have calculated a much lower 19% rise to
£340m in 1996 with a similar AAGR of 19% to reach a
market size of £700m in 2000.
However, Key Note have estimated that between 3% and
5% of the UK’s working population, some 600,000 people
in all, received IT training. This training came in three
types; formal courses, organised business courses and
DIY training using videos, CD-ROMs or multimedia. Quite
frankly we cannot agree or disagree with these estimates,
certainly as far as the DIY part is concerned. Our figures
are based mainly on the first two types and our many
contacts with the main companies in this field.
There is no doubt, however, that on-line training is
increasing rapidly. Both Peritas and Barefoot have
evidently set up on-line divisions which use the Internet.

(Finance Sector outsourcing )

The finance sector is the fastest growing sector of the IT
outsourcing market according to a new report from
outsourcer ITnet. This market is now worth c£250m p.a.,
up 40%, and still has huge potential (e.g. no Building
Societies have as yet adopted outsourcing to any extent).
There were 22 new contracts of which 14 were in the
leading insurance sector. Full details of the report can be
\obtained from ITnet's Claire Forrest on 0121 459 1155. )
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Morse Group Ltd.

Year ending 30th June

1988/88 1089/00 1990/91 1901/92 1002/93 1003/04 1904/95 1005/08 1006/07

admit that theu' {2 consultan"y revénues a
Answenng the question “Why does Morse
answers, I;ke management quahty of st ‘

of a “reseller’, It’ s just that Merse seem
Giving the shareholders an “exit” in so -
jump them in with all the other resellers and va!ue them acco_ ngly. And that would

A new name (and big profits) for ilion group .
Persona Group (distributor of networking, comms and UNIX products) has drawn together all its companies, including
new acquisitions, and has renamed itself ilion group in an attempt to boost name recognition. (Note - Be careful to use
lower case throughout - after all a Lion logo features in rival Azlan's image! )

The name may have changed but the latest results for the six months to 30th Jun. 97 are as good as we had come to
expect under the old name. Revenue rose 36% to £88.4m (60% in the UK and 40% in Europe), PBT increased by a
higher 49% to £4m with basic EPS up 41%. These results would have been even better but for the strength of
sterling. Indeed in constant currency terms, French revenue rose 48% (against the UK’s 38%) with the rest of Europe
up 111%. Truly excellent figures. Chairman Wayne Channon said “The first six months of 1997 have seen strong
growth across the group, underpinned by investment in strategic new vendors and a key acquisition in Germany’”.
Progress has been greatly helped by the company’s strategy of dealing only with networking’s big names such as
IBM and Cabletron. ilion now claim to represent the top five networking companies as European Distributor. But
dealing with these big names does have its problems. Stock has had 1o increase and now stands at nearly £22m
(£13m same time last year) and cash has reduced by £3m to £2.7m at the half year end. We understand that possibly
even this cash has now disappeared and ilion is now “in the red”. But the company hopes to be able to maintain
operating profit margins in the 4.5/5% range and, at the same time, squeeze competition by putting pressure on the
smaller distributors. The ilion model is one we admire - stick to the business you know best, expand geographically
but never take your eye off the bottom line. But margins are currently reducing from the heady 7.6% achieved in 1993.
Further selected acquisitions within Europe cannot be ruled out.

ilion shares ended August on 360p - down 5% in the month but still up 16% so far this year.

Oracle UK it iooks as though Oracle UK under the stewardshlp of Philin Crawford: d‘ an oxe

700 to 2,800. We w:li bnng you a more detar[ed revrew nexl month : G
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Some recovery in the SCSI Index
After the steady decline in the SCSI Index since Feb. 97, there was
something of a revival this month with a 4% increase against a 1.7% fall
in the FTSE100. Revival is certainly a word which could be used to
describe SiR's 120% rise to 11p. Readers should remember that SiR
was floated at 115p as recently as Mar 96! Sherwood's 35% and Micro
Focus's 25% rises both followed excellent results (both p3).
At the other end of the scale, Intelligent Environments (down 46% -
p2), Eidos (down 30% - p4) and Microvitec (down 19% - p4) were all
due to profit warnings - that makes over 20 such wanings so far in 1987.

28-Aug-97 SCSI Index 2728.0
FTSE 100 4845.40
BDO AIM 1378.00)

S8 Incet = 1000 on 16 Al 1960 FTSE Smal s

Month (30/7/97 - 28/8/97) +4.04% -1.66% -0.69% +2.83%)

From 15th Apr 89 +172.80%| +135.85%

From 1st Jan 90 +196.49%| +105.14%

From 1st Jan 91 +285.39%| +124.28%

From 1st Jan 92 +161.09% +94.35%

From 1st Jan 93 +71.19% +70.22% +62.02%)|

From 1st Jan 94 +63.40% +41.74% +20.29%|

From 1st Jan 95 +81.97% +58.06% +28.71%|

From 1st Jan 96 +20.79% +31.34% 7.48%| +15.77%

From 1st Jan 97 +1.89% +17.65% 1.64% +2.96%]

System House SCSI| Share Prices and Capitalisation

PSR Share price Share price | Capitalisation | Capitalisation
Share Price | Capitalisation | Historic Ratio CSl Index % move % move move (Em) move (£m)
28/8/97 (£p) | 28/8/97(Em) P/E Cap./Rev. | 28/8/97 since 30/7/97 in 1997 since 30/7/97 in 1997

Admiral £4.68 £295.50m 35.2 3.25| 16897.09 12.92% 28.08% £33.90m £65.60m
AFA Systems £1.20 £11.90m Loss 33.06 995.83 1.70% -14.34% £0.10m -£2.00m
AIT £1.59 £31.80m 29.4 2.98 1056.67 8.19% 5.67% £2.10m £1.40m
Anite £0.40 £93.80m Loss 0.49 230.99 19.70% 8.22% £15.40m £7.30m
Azlan £5.55 £197.00m 17.7 1.00 2413.04 0.00% -2.20% £0.00m -£3.90m
Cadcentre £2.65 £44.00m 35.6 2.54 1325.00 8.16% 3.72% £3.30m £1.50m
Capita £2.67 £498.10m 49.1 4.45| 24009.01 7.24% 64.51% £33.70m £214.00m
Cedardata £0.91 £28.70m 25.1 2.77 861.90 30.22% -63.80% £6.70m -£50.50m
CFS £0.98 £7.21m 13.9 1.58 1083.33 4.28% 16.77% £0.29m £1.03m
Chemical Design £1.70 £11.10m 24 .1 4.35 1545.45 3.03% 17.24% £0.40m £1.66m
Clinical Computing £0.33 £8.16m Loss 4.12 262.10 -5.80% 8.33% -£0.50m £0.63m
CMG £14.48 £927.80m 52.9 3.78 4991.38 3.58% 72.32% £32.00m £389.40m
Coda £1.54 £42.70m Loss 1.26 653.19 -3.76% 42.79% -£1.60m £12.80m
Compel £2.04 £52.890m 13.9 0.62 1628.00 0.49% 15.30% £0.30m £26.00m
Comino £1.51 £16.60m 15.2 2.13 1157.69 3.08% 15.77% £0.50m £2.25m
CRT Group £2.50 £353.50m 40.3 2.63 2772.22 9.67% -0.20% £31.10m £12.30m
DCS Group £2.67 £53.40m 21.7 1.75 4441.67 7.68% -1.30% £3.70m £1.60m
Delphi Group £7.18 £206.60m 21.8 0.98 2952.67 4.36% -2.05% £8.60m -£4.40m
Diagonal £3.67 £67.90m 36.3 2.40 1332.73 10.23% 33.27% £6.30m £17.00m
Divislon Group £0.47 £20.50m Loss 4.18 1162.50 -8.82% -15.45% -£1.90m -£3.60m
DRS Data & Research £0.30 £10.10m Loss 2.10 268.18 0.00% 20.41% £0.00m £1.72m
Druid £4.43 £101.30m 39.4 8.43| 1609.09 20.08% 30.15% £16.90m £23.50m
EDP £0.55 £14.40m 11.6 1.01 1684.02 -14.73% -20.29% -£2.50m -£3.70m
Eldos £4.68 £79.00m 21.2 1.05 4675.00 -29.70% -35.29% -£33.40m -£17.10m
Fl Group £5.68 £168.70m 39.7 1.71| 2417.02 5.67% -0.09% £9.10m -£0.10m
Flomerics £1.15 £2.99m 9.4 0.56 884.62 4.55% -46.51% £0.13m -£2.52m
Gresham Computing £0.35 £11.30m 12.7 1.22 370.97 16.95% -34.29% £1.66m -£5.90m
Harvey Nash £2.16 £60.10m 119.7 1.66 1231.43 16.49% 23.14% £8.50m £11.30m
Highams Systems £1.25 £11.10m 17.4 0.68 1736.11 0.00% -8.42% £0.00m -£1.00m
llion (was Persona) £3.60 £90.20m 17.6 0.61 2246.88 -5.02% 16.34% -£4,80m £13.60m
INSTEM £1.65 £7.756m 8.8 0.34 1650.00 -2.94% 13.79% -£0.24m £1.08m
Intelligent Environments £0.38 £8.40m Loss 2.41 398.94 -46.43% -42.31% -£7.30m -£6.10m
JBA Holdings £8.48 £310.20m 45 .1 1.92| 5296.88 0.89% 59.91% £2.80m £129.50m
Kalamazoo £0.80 £23.40m 11.7 0.30| 2285.71 10.34% -25.58% £2.20m -£7.60m
Kewill £5.93 £75.20m 14.6 1.82 2341.90 -8.14% 13.18% -£6.70m £8.70m
Logica £7.88 £575.70m 28.3 2.02 2157.53 14.13% -14.26% £134.80m -£7.50m
London Bridge £3.34 £96.70m 41.7 15.35 1667.50 0.00% 66.75% £0.00m £49.70m
Lorien £3.08 £52.60m 45.6 1.156 3075.00 -6.11% -8.48% =£3.40m £14.30m
Lynx Holdings £0.91 £93.30m 14.9 1.06 2262.50 13.84% 4.62% £11.30m £8.60m
M-R Group £1.02 £56.60m 18.0 1.48 402.78 7.41% 19.41% £3.90m £9.20m
Macro 4 £3.25 £64.00m 9.0 2.538 1310.48 -2.26% -33.67% -£1.50m -£32.50m
MAID £2.07 £192.90m Loss 9.00 1881.82 10.40% 2.73% £18.10m £8.10m
MDIS £0.38 £78.60m Loss 0.67 144.23 19.05% 13.64% £45.60m £44.00m
Micro Focus £20.48 £315.30m 55.6 4.31 9891.30 25.23% 111.08% £63.50m £168.80m
Mlcrogan £1.12 £44.20m 8.0 0.60 476.50 -4.29% -25.67% -£1.90m -£15.00m
Microvitec £0.15 £11.60m 84.5 0.18 359.76 -19.18% -48.25% -£2.70m -£10.80m
Misys £15.98| £1,383.00m 29.7 4.25 3973.88 9.04% 43.08% £115.00m £432.90m
MMT Computing £4.76 £56.60m 19.2 3.36 2833.33 5.78% -16.64% £3.10m -£10.80m
Mondas £0.77 £4.67m Loss 81.93| 1020.00 1.832% -8.38% £0.06m -£0.36m
Moorepay £2.75 £29.70m 32.5 5.80| 4640.90 0.00% 37.50% £0.00m £8.40m
MSB International £4.63 £93.90m 24.9 1.35| 2434.21 14.91% 24.83% £12.20m £18.60m
OmniMedia £0.03 £0.61m Loss 0.61 33.33 -16.67% -73.68% -£0.13m -£1.73m
On Demand £0.10 £5.51m Loss 0.48 128.21 -13.04% ~77.78% -£0.83m -£19.29m
Oxford Molecular £2.95 £209.20m Loss 21.37 3687.50 17.53% -17.13% £31.20m -£7.60m
Parity £5.14 £220.00m 28.5 1.36| 28555.45 12.35% 16.16% £24.20m £31.90m
Pegasus £2.86 £20.00m 16.5 2.563 779.29 -0.35% -23.53% -£0.10m -£3.60m
Phonelink £0.34 £16.20m Loss 3.76 216.13 -15.19% -45.08% -£2.90m -£13.00m
Proteus £0.43 £23.60m Loss 41.19 505.95 0.00% 13.33% £0.00m £3.00m
Quality Software £2.08 £27.00m n/a 1.06 546.05 1.97% 1.72% £0.50m £0.50m
Radius £0.45 £12.50m 11.0 0.48 322.46 12.66% -29.37% £1.40m -£5.10m
Rage £0.04 £10.40m Loss 1.09 163.46 0.00% -63.04% £0.00m -£17.50m
Real Time Control £2.72 £19.00m 10.4 1.51 5540.82 9.04% 18.77% £1.60m £2.70m
Rebus £0.69 £63.80m 15.6 0.96 784.09 -2.13% -4.83% -£1.40m £11.00m
Recognition Systems £0.35 £9.31m Loss 29.09 492.86 -8.00% -41.03% -£0.79m -£6.49m
Riva £0.29 £8.81m 33.0 0.14 202.55 9.62% 21.28% £0.78m £1.71m
RM £8.33 £148.20m 30.8 1.50 4757.14 -1.77% 34.27% -£2.70m £37.80m
Rolfe & Nolan £3.18 £40.00m 21.9 1.97 3779.76 -12.41% -12.41% -£6.70m -£5.70m
Romtec £0.96 £4.97m 19.7 1.05| 1528.00 5.62% 18.63% £0.26m £0.78m
Royalblue £2.08 £68.50m 52.7 5.87 1220.59 0.73% 22.06% £0.80m £21.80m
Sage Group £7.13 £770.20m 34.5 5.65| 27403.85 5.71% 34.43% £41.70m £201.50m
Sanderson Electronics £0.81 £36.90m 7.5 0.60 1370.21 -5.29% -46.33% -£2.10m -£30.80m
SBS Group £1.18 £7.99m 19.8 0.53 1125.00 6.64% 12.50% £0.50m £0.94m
Sema Group £14.00|] £1,563.00m 45.3 1.69| 4402.52 0.18% 29.08% £2.00m £356.00m
Sherwood £38.75 £32.20m 17.4 1.31| 83125.00 35.62% 92.31% £8.40m £15.40m
Skillsgroup £1.45 £117.90m 11.4 0.34 650.22 3.94% -6.45% £4.60m -£7.20m
Spargo Consuiting £1.18 £14.70m 18.6 1.87 1236.84 3.07% -19.24% £0.50m -£3.50m
Staffware - £2.68 £31.00m 47.8 3.10 1188.89 -1.883% 3.08% -£0.60m £1.00m
Superscape £0.67 £5.90m Loss 1.52 338.38 11.67% -83.14% £0.62m -£27.50m
Systems Integrated £0.11 £1.47m Loss 1.18 95.65 120.00% -37.14% £0.80m -£0.88m
Total £0.63 £6.30m 22.7 1.92 1179.25 -7.41% 115.52% -£0.45m £3.40m
Trace £0.54 £7.70m 21.0 0.38 428.00 -5.31% 52.86% -£0.27m £2.77m
Triad £2.24 £56.30m 30.9 2.99 1655.56 8.23% 6.68% £4.30m £3.60m
Vega Group £2.02 £31.00m 14.5 1.72 1651.64 =1.71% -24.67% -£0.60m -£10.10m
Xavier £0.09 £5.40m 10.1 0.60 900.00 0.00% -18.18% £0.69m -£0.35m
Zergo £2.80 £25.80m 82.4 2.48 2871.79 -3.45% -3.45% -£0.90m -£0.90m

Note: CSI Index set at 1000 on 15th April 1989. Any new entrants to the Stock Exchange are allocated an index of 1000 based on the issue price. The CSI Index is not weighted; a change in the
share price of the largest company has the same efiect as a similar change for the smallest company.
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Misys '

attitude) deserves.

Misys - excellent results
We briefly previewed Misys’ excellent results last month as
they arrived just as we were going to press. Let us summarise
them again. Revenue increased 16% to £525.5m, PBT went
up 24% to £62.5m (a very tasty 11.9% PBT margin) with
EPS up 23%. Misys employs 3,962 staff. The order book
increased by 20%. These results were even better than
expected and the share price immediately increased. The
reviews of the results were universally favourable with many
commenting on the low valuation of Misys compared with
its peers. This has led to a major re-rating of Misys shares -
a re-rating which started a year ago and continued this month.
Indeed Misys shares ended August on £15.98p, an increase
of 9% in the month and more than doubled in the last year.
As can be seen in the graph, the Misys share price had
lagged behind both the FTSE100 and our SCSI Index since
1989. Indeed, the Misys share price hadn't even kept pace with their EPS rise. The last year has changed all that. But,
regardless of the recent rise, Misys is still on a modest historic P/E of 30.

Misys - the international company
Misys is clearly the largest UK-owned
application software provider and in the world
Top Ten. Misys now trades in 90 countries and
over half its sales and profits arise outside the
UK - 21% from Europe, 11% from “the Americas”

and 13% from

Misys -

Tan

Business Mix

Asia Pacific.
This, of course,
has meant an
exchange risk
exposure on
some 35% of
group profits.
But canny
Chairman Kevin

Lomax spent

£400K on currency hedging which resulted in a
£2.2m profit saving. This is the first such positive
hedging we have reported. But they have decided not to do it again due to the increasingly international nature of the

Depending on your definitions, Misys is the largest UK-owned SCSI company. With a market capitalisation of £1.38
billion - only the Anglo-French Sema Group is a bigger London-listed SCSI company. In profit terms, Misys' PBT of
£62.5m beats Sema’s £50m. If you regard Misys as a software products company -“Misys sees its business activity as
developing and managing applications software products” - then there is no argument. By that definition Misys is the
largest UK-owned software products company by far.
So, regardless of their continued “refluctance”to invite us to their briefings, on behalf of our subscribers we think it only
right to give them the coverage their size (rather than their \

Misys Share Price compared with FTSE100 and
SCSI Index
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group. Interestingly the unadjusted impact on 98 profits,
working on the assumption that sterling would move the
same as in FY97, would be in the order of £3.5m. It just
shows what astute management can do to avoid joining
the ever growing band of companies issuing profit warnings!
Misys - the company

Misys’ product mix over the years is shown in the chart.
Banking is now clearly the star with revenue up 29% at
£180m and profits up 43% to £48m - i.e. about 70% of the
total profits. The latest acquisitions “Credo, Frustrum &
Summit performed above expectations”. Lomax is now
moving Misys into banking/financial services outsourcing.
We never thought we would see the day!

But that’s the good news. Elsewhere the picture was
decidedly lacklustre. We should remind readers that up until
a couple of years back, the following areas were Misys.
Insurance revenues were only up 3% at £41m with profit
September 1997
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Misys - continued

slightly down at £12m. “Strong growth from transaction
processing (now 55% of divisional profits) more than offset
the effects of weak market conditions in the general
insurance sector”.
Information Systems revenue were up 4% to £104m but
profit reduced 12% to £8.5m. To be fair, the main reason
for the profits reduction was the prudent provision for the
unexpected”termination of the CHA contract in Australia
and it's associated legal action.
The outlook for FY38 is good with the closing order book
up 20%. Lomax is confident that, as Misys is a products
company rather than a services company, they will be
less vulnerable to rising wage costs and skill shortages.
The banking division will obviously benefit from Y2000
and the Euro.
Although Misys regards itself as a products company but
“initial licence fees" represented just 35% of total revenues.
A further 39% comes from “recurring licence revenues”
and 26% from professional services. “80% of revenues
go to exisﬁng customers, and 40% of all sales are
recurring”. Again, a rather healthy business mix.
Misys on the Internet
Misys numbers over 40% of the UK's insurance brokers
amongst its customers. But Misys now plans to go into
competition with some of its customers and sell policies
over the Internet under the brand name Screen Trade.
Misys - the outlook
“While any persistent strength of Sterling will affect
overseas profits...the board is confident of another year
of good progress”. Analysts are now predicting a PBT of
£72m in FY98 with £84m in FY99.

Misys - the attitude

“The important thing is to have a regular dialogue with
one’s peer group and understand the small talk and know
what is going on”. Source - AFX News Service 30th July 97.
Amazing...Misys is not a member of the CSSA (almost
everyone else is) and of all the many industry events we
attend, we have not bumped into Lomax at any of them.
Of course, the Lomax/Holway relationship has taken on a
life of its own. Goodness knows, we have tried to break
the log jam. All we get to all our requests, invites, etc. is a
stone wall.

We care. Misys is so important to our industry. But the
real insult to us (and we do have to say, we have heard
this from many others in our industry) is that Lomax doesn't
seem to give a damn. Really sad.

Misys - the open company

Last year we gave full marks to Misys for being one of
the first SCSI companies to fully declare individual
director's emoluments. The R&A again provides full details
and shows that Lomax’ salary + bonus increased by a
modest 9% to £435K. Mind you, if you add pension
contributions and dividends it comes to £773K. Given that
Lomax runs the UK's largest products company making
£63m profit, which is currently doing well, this also looks
modest. Compared with remuneration at similar US
companies, he's positively cheap!

Misys - the future

Misys is currently going through a long overdue re-rating.
Even the current price probably means a 20-30% lower
valuation than other “similar” SCS| companies. Could the
attitude be, at least in part, to blame?

September 1997

_'Swmstead's arrival have risen over 28ofctd Of course,
_many of our readers prefer to be called Boring. Perhaps
_aven Parity might get an award in a few years time if they

keep up this kind of performance.

Mondas - “sound progress since ﬂotat:on g
Mondas founder and Chairman, Tim Simon, said “We have
made sound progress since the flotation putting in place
all the elements to capitalise on Radica’s enormous
potential”. Radica “enables rapid development of business
applications with the minimum of technical work”,

For the 8.5 months to 30th Apr. 97, revenues were only
£56K, but losses were £421K - joining the club of companies
where losses greatly exceed revenue. The “sound
progress”refers to the first sales made after the year end.
Mondas initially had an excellent reception on AIM when it
was launched in Oct. 96 at 75p. The shares ended August
on 77p, up slightly in the month, but a premium of only 3%
to the launch price. One for the very, very bravel
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k and launches biggest SCS| bid to date
xpected from MAID and its C_EO Dan Wagner

' he shares ehded‘i, ugust on 207p, a rise ¢

o i
People who “unexpectediy res:gn 5
Perot Systems President & CEO James Cannavino
suddenly resigned at the end of July. Cannavino has only
been with Perot two years and CEO for just one of these
and has been described as a visionary. But “Perot has biften
off as much vision as it can chew... the company has io
start executing” according to an undisclosed source.

Tom Butler has unexpectedly resigned from Origin where
he was CEO. Only eight months ago, fellow ex-EDSer,
Geoff Carrel also suddenly resigned the CEO role. Given
the expectations of a float, the problems must be significant.
Jon Moynihan, who earned £941K as Chairman and CEO
of PA Consulting, has resigned suddenly. Privately-owned
PA had revenue of £192m in 1996 and a strong £40m net
cash. His departure was said to be unconnected with the

Inland Revenue inquiry which saw PA forced to pay £11m

for tax related to consultant expense claims.

Cornputer Div. (see p4)

But perhaps the resignation of Jon Richards as CEO of
Anite in March can be explained. The reopened Stock
Exchange investigation “related to a period prior to the
present management joining the business. The matter is
now closed". So that's alright.....?
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