




PRESlb€NTfS LETTER TO SHAREHOLDERS 

D W  SHAREHOLDERS: 

We are pleased to report that the operating 
revenues and earnings for the year ending April 30, 
1971, were the best in sur 3 years of ofperations. These 
results are gratifying especially in the light of the 
current ewnomic condition and of the changing 
market place. The company increased net operating 
revenues from $6(14,L458 to $728,339 and earnings 
from a lass of $7,614 to a profit of $33,987 after 
utilization of a tax loss cart$orward, 

We have accomplished two mdior developments 
during this past year whjctr should provide fo.r mntinued 
orowth of our data processing consulting activities. 
We have expanded the services and products that we 
are able to offer to our clbnts. By signing marketing 
agreements ~ i t h  other companies, we can offer 
applicatien software paokerg~s to ow clients. 
by developing educational courses we have increased 
our activity in the data processing educatbn,ai markef. 
Secaniily, we have increased the size of our marketing 
org,anization which should prc~vide ws with better 
market coverage and penefration. 

CGA Data Services, a wholly owned svbsidiary 
specializing in! facilities management, darted npera- 
frions with its first contract in July of this year. Our 
Plans to hawe CGA Dalta Services becomb active during 
this past fiscal year did net materialize, but since July, 
CGA Data Services has been actively mntr ib~ing to 
our growth. We are pursuing other faciiitias manage- 
ment contracts arrd are dedicating many of our 
marketing and tecfidcal rm6urces to that end. 

On August 3, 1971, as part of our diversificartio~, 
plan, we aequired Dunzig-Nevk InFerhationaS and 
Nevis-Wallen Aqmchtes. These companies provide 
services and products in the araa of management and 
pr~lf~ssiorral development to indbsllriab and educational 
~rgarimti;ons. M&s-Wallen, a mqnagentefit consult- 
ing organization provid* e~nsultaqien and traitping 
services to some of the nation's feeding cbrporm~shsd 
Damz.ig:NevEs lntern&ional was formied in December of 
1969 to develop bdlucationxrl products to be used to aid 
in jlhe development and ;training of managerial and 
professional people. This' company was formed to 
meet the ahang@ag demands of the maRgQ9meht 
educffPf0~ market. The inttbl reception of our fir$t 
pmduct 'BLOCKS TO CRf5AT1\1ITYt is extremely 

favorable. We are in the process of signing marketing 
agreements for this and other products which are in 
the development stages. We feel that the prospects 
for future growth in this industry are excellent. 
through the acquisition of these companies we 
strengthened our management team through the 
addition of Dr. Edwin C. Nevis as a corporate officer. 

We will continue to look for acquisitions which 
will add to the services currently offered or which will 
provide us with growth opportunities in other market 
places. 

I want to thank our employees, shareholders 
and clients far their support during this past year. 
Ysur continued support, which we will endeavor to 
justify, is a most essential ingredient for our continued 
success, 

Respectfully Submitted 

Bernard M. Goldsmith Ill 
President 



NET REVENUES (Note 1) 
COST OF REVENUES 

- G r a ~  profit 

SELLING, GENERAL AND .ADMINISTRATIVE EXPENSES 
Income (loss) frcrrn operations 

OTHER INCOME (EXPENSE) r 
Intempt income 
Interest expnse 
Other, 

Income (loss) before Federal income faxes 
and actmordinaly item 

FEDERAL INCOME TAXES 
Incame (loss) before extraordinary i k m  

EXTRAORDINARY ITEM - - Federal incame tax benefit 
from carryforward of net operattng loss (Note 7) 

Net income (loss) 

PER COMMON SHARE (Note 8) r 
Income (loss) before extraordinary ' km 

, +'  Extraordinary item , :i 

Net income (loss) 

lncorns before extraordinary item, assuming full dilution . _  
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fmme [law) $afore e%twaodinoty itsm 
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fatal provided from apsratIons 
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FPINDS WERE USED FOR 1 

l d d d  imprornrmantr fw dffiee facllitirrr I& h 
P e l b  !haor, New Yark (Mote 5) 
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l n v e s ~  ?n omsrHMe cepHal nokr 
Note ncarbbls frr#n Dimde Industries, fne, (Nde 2) 
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INCREASE [DECREASE) IN WORKIN?3 CAPITAL 
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cnth 
rlm0wntr ~ h r u b l s  
4% net& rsclslvah fm d f W m  and mkholdsr 
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CGA COMPUTER ASSOCIA-* I 

MOTE RECEIVABLE FROM WMOBE I)JRUSl%IE% LNC. 
C'Fcofsr 31 
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&O~RFORATED AND SUBSWARY 
-2 30, rml m~ w 1, Irn 

R M M T W T S  AND C O M M m ?  !JANTIES [Na)ao 2 a d  5) 

~ I O t O ~ W S i  IWESTMNT { M a  4 4  and 8 

Common n d ,  wr wkm $.I0 pr rkors~  artthorid l,ooOkOOQ 
shaw wtsbdinq 222,080 Jam 



CGA COMPUTER ASSOCIATES, INCDRPORATED AND WWPlARY 
NOW TO CQNWLIDATHI PINRNCIAL STATEMENTS - - MRIL w, Iml 

(1) fWNC1Pi.H OF REPORTING AND BUSINESS OF 'IWE CbMBNY: 
rks ~~~g mf is~l iM Anrrncfcrl statemants incfwde th+ uccounfr of GGA A s d -  

~ ~ r d d  d b w h d l y - ~ d  ihcldhe Nbridkrr)c, CGA Dattr Srnri#~,  I=, whkh wms 
tncoprotwl on h b a ~  8, 1920, 'Ihwa statements w m  pmpard en. the uccmal b k  d 
auousrlilrrg, whrmus tha ctcclounts arcl mtntuid and tha Meal  inurms trrx rMum am f i ld mt 
h~~ 
fhd Counpanfs wmulttmg s lsnh am pmmtly IimtCed )io o mlatWy few numkr tat clients 
[ f i fhm fn 1971 mnd thirteen tn 1970). 

( MOTE MCUVABLE FRQM DMODE INDUStRIeS, 1W.t 

T b  d e d  notc rwhrirlrrJa fmm llfmede Indmtrhm8 Inc. ~fmelsb) baam h~rest  p t t b  r* of 'Im a d  
is w c u d  by tits fallowrnw (a) all of #a uuhtmndlhrg capital stack of F f i d & s  swWtorlapI Minkink 
R u b r  Co., Inc, BwtcM Mmrrrfoehtrhg Cwp.* PlymurS, lhhvpthes, itmt e t I y  i n d w )  a d  
Plastic Pdmghg MotwOalr, Ira;-. (ah icractilll~)~ (b) rr semdary  security intarest in the crecountr 
recmiwbla of Minirink R&bw G., Imt (el dl mccmurrtr ~ k d h  8 f  Dim& carking fiom th+ 
opamtforrs Bf its P- DMskwr p b r  to May 1,19701: (dl a $S,QOO #rnymrtibb hrdimtsd 
dstwntum sf P&m~k, I%, wtld by D i d & ,  dm May I#  I#& d (&I a11 uf the m m n  wdt 
d hwit+k, IN. 
in cllddfifunp the Cmpcmy has gunrented the bllwi~r (0) a Iwn ~f up IQ $3U,WO to om, of Dlmads 
wbtidimrisrt (&) mwuntr payable at up to S2S~OidO t6 a suppltar of o ruUw d [Plmode which is 
~d Isy tiw. pldglnp of a $25~000 autlfkclts d daposi) of thrr Co~rr~~9ny. 
Ths ccwmlsdatd financial sbtsnrsnb sf; P i d  and urlrslidimries ar af August 31, lWOt r e f M  rp Rat 
wwdh d&B a4 ap n w i w I y  $$,aPO,000 and u d , f b d  statements urbsclqwnt ta that dab rsflaet 
mtinuclcl l a w ,  T k Umpany has ma& no prdrj-on far pknaib4e leu on the nrrta mdlrcrbk or wiCtr 
rJgpsCt to tha gwmntem. in t3rs apjnkn of manmfpmnt, the slbw rnrntlod csrllat6ml 1s 
s d f k h n ~  ta m r  thb tam and gwarrt- in tb want t l ~  D t d e  k urwble f~ npay ar Sn t)rs 
a d  that the Company fr requid to axpsnd funds in mn&&n with the g u a m ~ .  

(q SUktSQUENT ACQLJfWIONSt 
On AugW 5 1977, the Cam ory prthcnsd fas un aqpgettt of $47300 and 10,OQa shams d P mmmn W k  with addkna ccznddrration tcr bs paid on he k f b  of future pmfltable 6pr9thom, 
all of the ov)rtexndlmg 5teJr c8 (a) Nsv'is-Walh h i a b s ,  IRE, EI CImvu~ad, Ohk h o d  m a n a p  
mnt cantulting flmt, qm&lrMng in t)#r cram d humn tarauma trroinlnp and devslapmnt, anrd 
(br) DQmipW l n ~ ~ ~ u I ,  1m8 a ~ ~ m p a q  which dewbps drreatkr)(gl raduhfr snd training 

mm br pmfdmmaf and mnaQ8marw dsnlbjment. UwodW fimnc& sfutsmsna of KZs r' 
-Wallen Asmirrtar, Inc, for the six months ended A- 31, 1971 a d  af Damf$pNavJ, 

I n t ~ t ~ a r m l ,  3r#. far the sight mnnfhr ended Azlgust 31,lWl mfI& ncr) rwmnt)es of $46419 
and $l6,m9, r?espactbly, Both ef there crcqutsitims dl he mxaunbd fat in fiscal 1972 as pnhm. 

fie &biia;ntym am d W I e  tst p r ,  at the Cbmpny's optton, in w)tala ar hr par?. The hQfdC)m 
&dC~m mayr at h t r  aiQtion, comtt the pri~ipl d suck rn into w m m n  3;M at 

$2.50 p r  she*. &wrdfq~ly. 120,OQQ sbrarsr af mmmon am m w ~ d  hw d c~mMaim 



(5) COMMITMENTS AND CONTINGENT LIABILITIES: 
The Company leases its main office facilities under agreements which expire in 1974 and provide 
for annval rentals of approximately $25,000. 

The Company has also leased facilities located at Pelham Manor, New Yark, under an agreement 
expiring in 1978, at an annual rental of approximately $14,000 plus a portion of utilities and other 
costs. The Company has subleased these facilities for substantially the same aggregate rental and for 
the same period. in connection with the sublease agreement, the Company has expended approximately 
$66,000 for improvements. Under the terms of the sublease agreement, the subleasee has agreed 
to pay (in addition to the rental stipulated abve) $7,500 per year, representing the amortization of 
the leasehold improvements, plus a 10% interest charge on the monthly unamortized balance of the 
basehold improvements. 

(6) STOCK OPTlONSt 
As of April 30, 1971,50,OMl shares of common stock were reserved under a Qualified Stotk Option 
Plan for the granting of options to key employees, including officers who are directors. Options 
granted under the Plan become exercisable over a period of four years from the date of grant and 
may not be granted at less than 100% of fair market value of the common stock of the Company 
at  the date of grant. As of April 301 1971, options for the purchase of 26,600 common shores were 
outstanding at prices ranging from $1.00 to $2.00 per share. During the fiscal year ended April 30, 
1971, options for the purchase of 7,200 shares (at prices ra.nging from $1.00 to $2.00 per share) were 
granted and options for 5,100 shares were cancelled. Mo options have been exercised under the Plan. 

In addition, as of April 30, 1971,50,000 shares of common stock were reserved for issuance to key 
executives (including officers and directors) under an Executive Incentive Stock Purchase Plan. Under 
this plan, the Board of Directors may allocate shares of common stock of the Compny to key 
executives, at a price to be determined by the Board, but which shall not be less than $1.00 per 
share. These shares are restricted, as they may not be sold, transferred, pledged> hypothecated or 
otherwise disposed of by the recipient unless they are first offered to the Company for repurchase at 
the issue price. This restriction terminates ratably over a five year period following the date of grant, 
Upon termination of the recipient's employment or position, the Company has the option to repurchase 
the remaining restricted shares. As of April 30, 1971, 37,000 shares of common stock of the Company 
were allocated for future grant under this ,plan at a price of $1.00 per share. However, no shares have 
yet been offered or issued under the Plan. 

r/) FEDERAL INCOME TAX LOSS CARRYFORWARD: 
As of April 30, 1971, the Company had a net operating loss carryforward of appr'oximately 
$4!5,000 based upon the acc~mpanying financial statements, which may be used to reduce future 
incbme otherwise subject to Federal income taxes in decreasing amounts through 1975. Principally 
due to the fact that the Company's Federal income tax returns are prepared on a cash basis, the 
loss carryforward for tax purposes amounts to approximately $1 02,008, 

(8) NET INCOME (LOSS) PER COMMON SHAREI 
Net income (lops) per comrnan share has been computed based upon the weighted average number 
of common shares outstanding during each year. The effed of outstanding stock options i s  not 
material and has been excluded from the computation. 

Fully diluted income before extraordinary item per ccrmrnon share has been computed assuming 
full conversio,n a3 the beginning of 1971 of all of the 7% convertible subordinated debentures. 
Consequently, the number of shares assumed to have been converted were added to the weighted 
average number of common shares outstandingand income befere extraordindry item was 
adjusted to eliminate the interest on these debentures, net of applicable Federal income taxes. 
Net income (loss) per common share, assuming full dilution, b not shown on the accompanying 
consolidated statements of income beccluse the effect thereon of assumed conversion is  antidilutive 
in both years. 



AUDITORS'. REPORT I 1' 

8 . , 
To ths SbdhoMsn and LI IW of Direston oT COA ~om~ukrk&clk$&~~ 6 m ' ~ p o r ~ d ~  

We have examined the consolidated balance sheet of CGA computer' As~ociates, Incorporated (a New 
York corporation) and subsidiary as of April 30, 1971, and the related cons~lidoted statements of income 
and changes in financial position for the fiscql year then ended, Our examination was m d e  in cuccordao~e 
with generally aceepted auditing standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary In the circumstances. We hare previously 
examined and reported on the financial statements for the preceding fiscal year. 

As explained in Note 2 to the financial statements, the Company has a note receivable due from Dimode 
Industries, Inc. In the amount of $74,833 and has guaranteed indebtedness of up to $55,000 for subsid- 
iaries of Dirnode Industries, Inc. Due to the financial condition of Dimode Industries, Inc., and its subsidiaries, 
we are unable to form an opinion as to tbe value of the collateral and the eventual ~l lectibi l i iy of this 
note or any loss that may result from the guarantees, 

In our opinion, subject to the effect of any loss that may be sustained in collection af the note receivable 
or with respect to the guarantees referred to in the preceding paragraph, the accompanying consolidated 
financial statements present fairly the financial position of CGA Computer Associates, Incorporated and 
subsidiary as of April 30, 1971, and the results of their operations and changes in financial position for 
the fiscal year then ended, in co,nformity with generally accepted a~cowntlng principles applied on a basis 
consistent with that of the preceding flscal year. 

ARTHUR ANDERSEN b CO. 

Newark, New Jersey 
October 7,1971 
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