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Selected Financial Data (Dollars in thou~anh except per share amounts) 

POOLING OF INTERESTS ACCOUNIWG METHOD* 

1979 - 1980 - 
Revenue. . . . . . . . . . . . . . . . . . . . . . . .  $15,120 $19,227 
Operating income. ................ 3,087 3,433 
Net income . . . . . . . . . . . . . . . . . . . .  1,690 1,760 
primary cuninps per skare .......... .59 .63 
Fully diluted earnings per share ....... .59 .63 
Total assets.. . . . . . . . . . . . . . . . . . . . .  5,144 6,594 

PURCHASE ACCOUNTING h!fETHOD* 

- 
1979 - 

Revenue. ....................... $ 8,790 
................ Operating income. 1,020 

. . . . . . . . . . . . . . . . .  Net income (logs) 615 
P r i m a r y e  (loss) pershare.. .... .42 
Fully diluted earnings (loss) per share . . .42 
T o d  assets...................... 2,786 

*See Notes A and B to the consolidated financial statements. 

MARKET INFORMATION 

The Company's common stock is traded on the 
National over-the-counter market, NASDAQ 
symbol CGAC. The range of high and low bid 
quotations as reported by NASDAQ are as fbllows: 

BidlweJ 

CalaaQ*Qw%w ~ L a P ~ L m P  - 
First ......... $3.6.50 $9.75 $6.60 54.75 $14.50 $8.00 
Second. ...... 14.25 10.00 7.75 5.25 13.75" 10.75" 
Third ........ 11.25 4.00 6.25 5.50 
P o d  ....... 7.50 4.75 9.25 5.25 

*Through April 30,1983. 



Letter to Stocl&( 
iscall983 will prove to be an historic 
year in the building of your Company. 
While continuing our record of 
healthy growth and business expan- 
sion, this fifteenth anniversary year 

saw CGA take si@cant steps to insure its future 
successes. We reorganized our operations in several 
areas, consolidated our management team and an- 
nounced the appointment of a new President and 
Chief Operating Officer who is eminently qualified 
to see that CGA realizes its potential for growth and 

I expansion. 

It is a pleasure to report that fiscal 1983 was 
again a record year for sales and earnings. Under 
the pooling of interests accounting method, CGA 
increased sales 28% to $33,130,000. Net income 
increased 63% to $2,665,000. Operating income 
stayed level. Without the costs associated with the 
closing of our Blood Bank Division, our operating 
income would have increased 12% to $4,125,000, 
up from $3,690,000. 

Under the purchase method of accounting, 
we increased sales 28% to $33,130,000. Net loss was 
reduced from $1,099,000 to $14,000. Operating in- 
come stayed level as noted above. 

BcmardM. Gohbnith LD RobertJ. SywoIski 
Chaimurn of the Board, Chrcf Executive O@~Y and Treasurer Pr&t and Chitf Operatin8 Oficer 



We continue to generate signhcant amounts 
of cash from our businesses and project that fiscal 
1984's cash flow will enhance this trend. 

We achieved this record financial perfor- 
mance while making a sipticant investment in our 
management team. CGA's success in the past year 
has enabled us to realize objectives to establish a 
broader based management organization. Along 
with real ipng senior management responsibilities, 
we hired several executives to key positions in the 
Company. 

Richard J. deLuca joins CGA as the President 
of Software Shop Systems, a CGA subsidiary that de- 
velops and markets business software designed to run 
on IBM personal computers. Rich brings more than 
twenty years experience in the computer industry 
that will insure CGA's success in the rapidly growing 
personal computer market. Alexander R. DeVito, 
who joined us this year, will head the CGA Software 
Products Group's techcal  support organization for 
all our mainframe software products, as Vice Presi- 
dent and Techtxcal Director. Judith Boiseau, who 
also joined us this year, as Vice President of Sales for 
CGA Software Products Group is in charge of all 
mainframe software product sales. Judy's responsi- 
bilities include opening new markets, developing 
new products and increasing the size of the &vision's 
sales organization. We have full confidence in the 
capabilities of these executives and welcome them 
toCGk 

The relomion of our corporate d c e  to new 
kilities in Holmdel, New Jersey realizes another 
goal: the reorgankition of operations &r more ef- 
ficient maqpment. CGA fhctbrn essentially un- 
der a ken- rmmpnat philosophy that 
places responsibility fbr decisions on the individual 
and h e r s  an en t r ep rend  spirit that d&nes our 
corporate character and contributes to the success 
of our Company. The new CGA headqumers is in- 
tended to bring more of our key corporate and divi- 
sional personnel together 90 that we may better 
implement that philosophy. 

The proof of the viability of the CGA man- 
agement style is reflected in the sustained growth of 
our business. It has allowed CGA to become a well- 
balanced company in a vital industry. Our strong 
management structure is capable of developing the 
abundant resources we have accumulated through 
acquisition and internal growth. 

When we aquired AUen Services Corpora- 
tion in February 1981, CGA bought a business with 
annual sofhare revenues of $2,800,000. In fiscal 
1983, we generated more than $7,200,000 in rev- 
enues by markeung the same software produa line 
plus newly developed products, CGA style. At the 
same time,, we turned around the trend of Allen's 
Co- Division by revamping the management 
structure and introducing our decentralized manage- 
ment style. It is now growing as a healthy part of 
CGA's eOrmltmg Division. 

Similar success has been realized at the 
S o h e  Shop. Purchased in June 1982, CGA has 
doubled revenues. For thetwelve months prior to the 
aquisition, the S o h e  $hop had an annual sales 
volume of $700,000 through the marketing of soft- 
ware to small businesses. As a CGA subsidmy fbr 
eleven months, the S o h e  Shop had revenues of 
aver $l,400,000 in fiscal 1983. Whh our direct atten- 
tion and fidl support, we expect even better perfbr- 
mance fkom the Software Shop in the h e .  CGA 
has signed a Value Added Dealer (VAD) marketing 
agreement for the IBM PC, gaining entrance into the 
lucrative personal computer market. 



Conuibuting an ever-widening customer 
base and revenues of $23,214,000 for fiscal 1983, our 
Custom SoEtware and Consulting Division has exhi- 
bited steady growth. Once again, where our manage- 
ment style is applied, business succeeds, even in an 
area of custom s o h r e  which is subject to variable 
market conditions. 

And now I would like to add a personal note 
to this letter and also introduce Robert J. SywoIski 
who succeeds me as President and Chief Operating 
Oflticer of CGA. 

The fifteen years that I have served in this 
capacity have seen extraordmwy growth in the 
computer services industry, as well as for CGA. Our 
Company has risen to a position of leadership and, 
I believe, has positively influenced the quaby stan- 
dards of our industry by maintaining our own. 1 

Since joining CGA in August 1981, Bob 
Sywolski has been instrumental in posirioning CGA 
to take advantage of our best opportunities. His con- 
tributions over the past two years as Senior Vice 
President and Executive Vice President have been 
outstanding. He has introduced management pro- 
grams to plan future growth and for- pro- 
cedures for establishing and evaluating corporate 
goals and strategies. They have &en CGAmanage- 
ment the leadership depth to support our growth 
and expansion. 

I am confident that Bob will continue to be 
an extremely effective leader. While he asmmes direct 
responsibility for the dady management of CGA 
operations, we will both be playing a vital role in 
planning the Company's long-term growth. It is our 
intent to work in dose harmony to maintain the hlgh 
performance standard that has been the trademark 
of CGA. 

There have been many achievements made by 
CGA during the past year. Continued growth was re- 
alized as we took actions to solidifjr our management 
team. With a solid management foundation now in 
place, CGA is ready to experience sustained long- 
term growth. As we enjoy the rewards that come 
fiom fully realizing our own potential, we are pleased 
you are here to share in our success. 

The contributions of CGA's Board of Direc- 
tors, along with the support of our shareholders, have 
made fiscal 1983 a successful year for CGA. We want 
to express our special appreciation to the people of 
CGA for their talent, dedication and commitment to 
the high standards of excellence which assure us a 
successful future even greater than the past. Thank 
you all. Together we can look ahead to the future, 
confident of our continuing success. 

Sincerely 

Bernard M. Goldsmith III 
Chairman and Chief Executive Oflticer 

Robert J. Sywolski 
President and Chief Operating Officer 



Operations 
he last decade has seen technical innova- 
tions that have placed mankind on the 
moon and computers in elementary school 
classrooms, but the Ex rea- implica- 
tions of this technological revolution are 

only just beginning to be explored. One thing is certain: 
it will change our lives and the lives of our children. Com- 
puter literacy will join the three "R's" as a learning basic, 
and our children will have options to choose from that we 
never dreamed existed. 

CGA is a part of these exciting changes and pro- 
vides the international business community with compre- 
hensive consulting and custom software, and a wide range 
of applications and systems software. Each of the compa- 
ny's divisions is staffed and structured to meet the data 
processing needs of our clients, now and in the future. 

Our technical expertise, quality products and the 
high degree of personal service that we insist upon has 
kept us at the forefront of the computer revolution. 
CGA's emphasis on people unites our company forms an 
important link with our clients, and is essential to our 
continuing success. 

CGA Software Products Group is expanding rap- 
idly and accounts for a substantial share of our company's 
profits. The S o h e  Products Group researches, devel- 
ops, and markets prepackaged s o h e  solutions to 
common operating problems inherent in mainframe 
computer environments and makes those solutions avail- 
able to our clients on a cost effective lease basis. 

The Sofiware Shop, a CGA subsidiary, is highly 
s u c c d  in marketing a broad based line of applications 
software in the areas of finance, distribution, construc- 
tion, and mandcturin . Designed to run on IBM f desktop computers, So tware Shop products offer self- 
contained solutions to the information problems of small 
to medium sized businesses. 

Our Consulting and Custom Software Division 
numbers more than 450 data processing professionals 
serving clients in key industries such as insurance, bank- 
ing, finance, mandcturing, communications, petro- 
chemicals, and pharmaceuticals. On thousands of projects, 
CGA consultants have played an essential role in helping 
our clients to solve complex information management 
problems by designing, developing, and implementing 
custom s o h e  to meet specific data processing needs. 

CGA's organization and personnel enjoy an out- 
standmg reputation in the industry. Our financial stability 
and strong management team enables us to take full ad- 
vantage of opportunities for continued growth and 
expansion. 



GA's Software Products Group is meeting 
the needs of the marketplace for software 
that improves productivity in mahfiame 
computer environments. While the Con- 
sulting Division designs custom software to 

fulfill individual client requirements, the Software Prod- 
ucts Group provides innovative prepackaged solutions to 
problems inherent in mainframe computer sites. 

We deal with issues that arise from the demands of 
everyday operation. Our systems resolve problems such as 
the coordination of two or more rnainfiarne computers, 
the dcient use of storage space, data security, utility 
functions, and applications that involve streamlining 
overall operations. 

The majority of our prepackaged software is 
leased, not sold. For a relatively modest monthly invest- 
ment, a client can use CGA software products to eliminate 
problems and enhance system efficiency. Our leasing ar- 
rangements provide CGA with a dependable cash flow 
since the quality of our products has earned us an over 
90% lease renewal rate. This has proven to be a significant 
faaor in the company's financial success. The Software 
Products Group accounted fbr 3096 of CGA's revenues. 

The typical CGA software customer is a large scale 
data processing user who is constantly trying to enhance 
the operating efficiency of his equipment and program- 
ming d. To meet their needs, we have designed all our 
products to be quickly installed and easdy administered. 
All CGA software products are installed and implement- 
ed into a system without modiijmg either the system or 
the sohare-a tremendous advantage for data centers 
working at f i l l  capacity 

Our products have thousands of satisdied users and 
millions of cumulative hours of proven pehrmance. 
More than 1,000 programmers the world over have taken 
the hv minutes required to install our Single Image Soft- 
m e  packages. This mass acceptance has resulted in cumu- 
lative revenues of more than $20,000,000 from these 
products. 

Even our sophisticated .semrrty system, TOP 
SECRET, can be installed quickly and implemented faster 
than any other security package on the market. Most com- 
peting products require weeks to install and months of 
work befbre the system is fulhl operational. Even then, 
they may not offer the total security features contained in 
TOP SECRET. Since its recent introduction, TOP 
SECRET has grossed more than $2,000,000 in lease fees 
and is one of the most widely accepted security packages 
on the market today 

C h d  Dwrby and Dan Rknhm 

High performance 
software products 

w K - t m p u e n l  flexible ud powerful 

Protecu 
data tntegnty 
and ebrntmtes 

RESERVE lockouts 

=,+ bym@ dlo~tion d taps and disc 

pkrg+ offerlng the 
mn comprehensive resource 

protection available. 

v- 
driver in r rnuki-system complsz 

Conrdibsu 
conrdat in r mulct- 

JPL cw i m r a i l a t i o n , ~ ~ m ~ ~ n ~ ~  convo~s the use ddkc noram 

Since our clients are continually searching for 
ways to increase their computing power, CGA strives to 
anticipate their needs. When IBM introduced Extended 
Architecture, or %4," a revolutionary innovation that in- 
creases the memory capacity of the latest series of IBM 
computers, CGA's software had already been enhanced 
to support it. 

This feat was accomplished because one of our cli- 
ents was testing the then experimental system. In order to 
continue benefiting from the increased efficiency of our 
installed products in the new XA environment, our cus- 
tomer invited us to enhance Super-MSI - 
and MSM (with IBM's consent) on 
their system. 

A 

This interplay between client 
and technical support is 1 

part of the behind-the- 
scenes activity that 
makes the Software 
Products Group the 
financial success it is. 



-ts L, Group 
the size of our Techcal  Services staff to insure that our 
growing base of satisfied customers stay that way and 
that our new clients see a product support team that's 
ready and able to answer questions and supply technical 
expertise. 

The task of findng new clients is in the hands of a 
sales staff that is both effective and cost efficient. While 
many organizations have only recently discovered the 
advantages of telemarketing, CGA's Software Products 
Group has had a successful telemarketing organization 
in place since 1976. Using telephonic marketing, our ex- 
perienced sales organization is able to greatly expand the 
scope of our potential market and the reach of our lean 
sales staff. Telephonic marketing has proven itself with 
impressive results: total revenues this year exceeded 
$6,800,000. 

But the telephone is not the only medurn we use 
to initiate and maintain a dalogue with our clients. In the 
fall of 1982, the Software Products Group began publish- 
ing a quarterly newsletter, SOFT TALK, which is dstrib- 
uted to all our clients and other interested professionals. 
SOFT TALK highlights products, important develop- 
ments, and recent enhancements. It also conducts profes- 
sional opinion polls, and provides a section entitled 
'TALK BACK" where readers are encouraged to make 
suggestions, voice opinions, and exchange information. 
SOFT TALK has been well received by our users. 

At CGA's Software Products Group, we've made a 
serious commitment to update our products to meet the 
demands of the latest technological ad- 
vances. All CGA software 
products are kept state of the 
art for maximum benefit to 
our users. To brief our users 

vancements, we also run a series of educational sessions. 
In the case of PACIMASTER and DCD 11, CGA person- 
nel conduct on-site product briefings to familiarize users 
with the programs' applications. For TOP SECRET, 
2 '12 day sessions are held for groups of users throughout 
the world. 

Since 80% of every data processing dollar is in- 
vested in software and software support systems, the mar- 
ket for our products continues to expand. The Software 
Products Group will meet the needs of that market by 
maintaining our current product lines and introducing 
innovative software packages. 

FIRST !EEAUVESSEE BANK, MEMPHIS 
Bob Wicbell, data security manager @First 

Tennessee Bank, Memphis, pent thee months eval- 
uating security packagessJbr the $4.3 billimr-met in- 
stitution. The bank required a security +em that 
ms umzprehensbw, easily installed, and w d d  vun 
independently oj'tbe main operatin8 *em, so that 
changes in MVS wotlld ham no gect on security In 
N d e r  1982, First Tennessee installed CGA's 
TOP SECRET 'TOP SECRET had mything we 
mnted, and CG4 products ham a reputation fm 
quulity " 

TOP SECRET a l b s  the bank to set mean- 
in&U security standarcls and centralize the admin- 
&ration ofsecurity w o s s  a *em that uses more 
than 600 terminals. Bob Wicbell sap, '1 can umtrol 
a speczjic user, to apartkular terminal, to a da3) o f  
the week, to a time of+ to which data he can WRFS 

by which program under TOP SECRET I am m y  
pleased with the spem." 

ClBTlUL LUZVOIS PUBLIC SERVICE 
Chuck Darby, and Dan Reinhart Ofcentral 

Illinois Pdlic Sewice Data Processing Division an- 
ticipated a number ofdaa stmage problems when the 
deckion w a ~  rmrde to add a seumd LBM mainJi.ame 
umzpter to their operation. After evaluatin8prolt 
ucts on the mark ,  thty chose Single Imag.e SoShpare 
Ji.m CGA's SoJ%tPare Products Group. 

'Without Single Imqe SoShpare,"Darby 
estimated, ""tpeprobably w d d  need FO inmt  an 
additkl$120,000 in salaries and hardmre." 

Central Illinois Public Service3 d n e d  
annual lease cost* Single Imqe SoShpare k 15% 
Ofthis savings. 



Software Shop 
he Software Shop develops, designs, 
and distributes prepackaged software 
systems to meet the automation needs 
of companies involved in construction, 
manhcturing, finance, distribution, 

and related industries. The Software Shop provides 
CGA with a firm base of quality products and an en- 
try into the thriving market fbr ccsmall~~ business soft- 
ware systems. Since its acquisition by CGA in 1982, 
the Software Shop's volume of business has more 
than doubled. 

In the construction industry alone, there are 
over 500,000 companies who are potential users of 

highest standards of personal service is a prerequisite 
for every Software Shop dealer. 

Software Shop dealers research a client's 
needs thoroughly before recommending a product, 
then assemble a system that includes both hardware 
and software. If necessary, our dealer's slulled techni- 
cal staff can actually restructure our flexible software 
to a client's particular specifications. In effect, the cli- 
ent receives customized software at a fraction of the 
cost of commissioning a program from scratch. 

But a program's technical advantages are of 
little use if the software is lfficult to understand or 
complicated to run, so we stress ease of use in every 

Software Shop products, and with the price of hard- product we design. All Soft- 
ware coming down every day, the market con- ware Shop program 
tinues to broaden. At present, the prime commands are writ- 
market for Software Shop software consists ten in plain English 
of growing organizations grossing between with an orientation to- 
$500,000 and $10,000,000. These companies wards the language of 
have a genuine need to manage information the end user. If the pro- 
more efficiently and our software systems ad- gram deals with account- 
dress those requirements duectly ing, user controls and 

Most of the executives who manage instructions are written 
these companies are l o o w  for systems in language familiar to 
fbrm vital tasks such as job costing, ac- accountants. If the case 
counting, inventory control, and is construction, manu- 
distribution. They need an automated facturing, or finance, 
solution to eliminate information back- he same rule applies. When 
logs and bottlenecks. A solution that the first time user runs a Software 
will provide them with a competitive edge, not a Shop system, its language and struc- 
whole new set of problems. ture are already familiar to him. 

The inflexibility or "general purpose" nature This is the industry trademark of the Soft- 
of most packaged software available today and its lack 
of support make this simple goal difficult to attain. 
For too many users, the end result of a software pack- 
age purchase is confusion, frustration, and dissatisfic- 
tion. 

For this reason, the Software Shop has cho- 
sen to design and initially market its products in a 
special way. We distribute our prepackaged systems 
through a nationwide network of independent deal- 
ers. All of our dealers have been car* screened 
and chosen on the basis of their ability to provide di- 
ents with ongoing technical support as well as soft- 

ware Shop: sophisticated products designed for the 
non-technical end user. Software Shop software is 
easy to use, thoroughly documented, completely 
flexible, and fully supported. 

The Software Shop is also committed to an 
ongoing program of research and development, and 

I 
each new product we bring to the marketplace takes 
full advantage of the latest innovations in technolo 
and hardware. In keeping with this commitment, 
we're announcing a very special piece of news this 
year: the adaptation of our first product for use on 
the LBM Personal Computer. 

ware and hardware systems. A commitment to the 



For cosr, capabdq 
and service the IBM PC has 

hequals.  Cornbindwith 
our versatile tdtware, the result 
is a powerful au&mtion SO- 

lution at an unbeatable price. 
Since we have been big- 
nated as an IBM W e  
Dealer, we are emtxrwmed 

I to markt IBM together with our bfiware. 
In praceical terms, this means that we will 

now be abk to ofEx pIospective customers a com- &N&RGT HOUSING, XNC. 
piere system that indudes IBM hardware and Soft- Since Totd SolzltionsJ I ~ i ~ e j  bmed in Pt. Cod 
ware Shop 8ofhvw-e at a price tag that will place lins, b e m w  a Sojhmre Shop d&&rJ Jim 
automated systems at the disposal of thousands of H m l l  and h i s s t ~ h ~ s o l d ~  @ C o n s t ~ i o n  
"small" bminesa who are in need of automation. Sptertrs topeople like Connie and J q  G r h J  @ 

CGA's Sofiware Shop subsidiary has already R d i ~ ~  Wjwmiqg. 
established itselfas an industry leader in the market- I n j h m t i o n ~ ~ b ~ a ~ i c a l  
ing ofprepackaged business software. The innovative -@theGrabofpswhen t h k r r H e x p 6  
quality of our products and our full service approach iw m r u c t i o n  wtttpayJ EM# H d w J  
to marketing ensure t&at the Sofiware Shop will con- ou&ettr their manad i-ion s p a  So the 
tinue its profitable record and expand as a source of G r h  tumcd to Jim Hmll, w h  anulyzed their 
business. Mm n e d J  then r-d the Sojhmre Shop's 

Const~ionSpemandanIRMllesktop wmpwer. 
Cottnie G r h f i e I s  that <Tim H m l l p  

~usn&hthekindtfadviceandsu.pportwe 
JY Grrr6.otq orpnm o f  E w  H M C S C ~ ~ ~ ,  I=eJ ~ S ~ a v e  needed. He amihtood our M n t ? s s  nee&J m* 
Skop *J Jim E d J  o f  Thtd S o l u t b ~ ~  Inc. o w  cmnper ned. We feel that the spempairl@ 
'2 can think Oftwo jobs wegot be~awe ofthe system. Both re- itseIfn&hin & months. JJ 

pired close control of the jobs. When we showed them the kind 
Ofdetailed r e p o r t ; r o u r C o r a r h r r c t i o n S ' 4 ~ m e r r r t e  on 

r e p s ,  it it a4 the hc@rendJ 

CONCORD STEEL CORPORATION 
When Cmcmd Steel C q m a t b ,  @Mid&- 

townJ C ~ n n t ~ t i i W ~  ~ t o ~ ~ m u n a d t o  
m e d  injhmtion spermJ Bob PasuhJ Vice 
P r ~ l F i ~ n c e J  chose Stu Gracs andInj3 S ' m J  
Imj to help them mukz the &awe. Stu Gracs n w  the 
Sojhmre Shop's Dectler @the Ymr in 1982. His & 
mun operation in &aweJ ConnectiiW bbmk mur- 
&iw skilk and technical expertise toguarantee 
that envy client retziws wwtLy what he nee&. 

Afler Cotuiwd mrrcle the lZecision to ammuteJ 
F a s u h w  that <'St% Gvss and I+ S p e m J  Inc. 
mu& it all happen *ht and mu& it happen quickly. 
Duriw the last& monthsJ the vollcme ofour bus& 
nt?ss bas iweased @ m p e m m t J  andlpithoutorcr 
IRM h k t o p  cimputer and the Sojhmre Shop's 
Distribution Spem,  we'd be in a reid p d ~ r y . ' ~  



Consulting &C 
hen CGA Computer Associates began 
operations in 1968, there were only a 
handful of firms that offered profes- 
sional computer services. Gross reve- 
nues of those firms totaled slightly 

more than five hundred million dollars. The com- 
puter was in its infinq, and people were just begin- 
ning to adjust to the new equipment and new ideas. 
Fifteen years later, the computer has taken firm hold 
Gross revenues of computer service firms today are 
over twenty-two billion dollars. 

During the past five years, CGA has tripled its 
revenues to $33 million in fiscal 1983. 

Much of this suc- 
cess can be attributed to 
the fict that we have al- 
ways been deeply involved 
in the technological 
changes sweeping the 
world. Anticipating a 
future need for skilled 
professional services, the 
company has pursued a 
course that parallels the 

~ v - , N - . c .  growth of the industry. 
But there is more involved than just being in 

the right place at the right time. CGA is an industry 
leader because we continue to insist on the basics 
that generated the company's initial momentum: 
integrity, technical excellence, personal service, and a 
constant awareness of the needs of the marketplace. 
We provide the human resources to help companies 
solve specific problems and our professionals stand 
behind their work 

CGA consultants are at work all over the 
country, performing vital tasks for some of the most 

prestigious companies in 
the world. These tasks de- 
mand a high degree of 
technical expertise, an ap- 
preciation for the bottom 
line, and a keen under- 
standing of the human 
element in the "man- 
machine interfice." 
Throughout all CGA's 
corporate endeavors, our 

G h  B.M* 
R4lmJvur-, cnnl.C. 

trademark is a real con- 
cern for the users as well 
as the machine. 

CGA consultants 
analyze, design, and im- 
plement software for every 
conceivable kind of appli- 
cation; applications that 
our clients might lack the 
manpower or specialized 

Miabrcl.!s&mw 
technical expertise to cre- 

mv=-,--~ym ate. Our consultants work 
in the field, so they understand the client's environ- 
ment and the pressures he must contend with. The 
end result is a software solution that is efficient, cost 
effective, and brought in under deadline. 

The foundation of our consulting business is 
people, and through a selective screening process, 
CGA has assembled a technical staffcomprised of 
some of the most accomplished men and women in 
the business. We continually search for people with 

discipline required to 
meet the challenges posed 
by complex assignments 
or unexpected problems 
that arise during the 
course of a job. People 
who give an extra measure 
of caring that makes the 
difference between a job 
done and a job well done. 
In twelve CGA offices 

VYI.-Y..-...-.. across the nation, it's pee  
~ v w ~  ple who make the difference. 

As an industry leader with a broad range of 
clients, we're able to offer our consultants the wide 
variety of stimulating assignments that keeps them in 
the technological mainstream. Our sponsorship of 
their continuing education maintains their technical 
skills, and our insistence on remaining current with 
the constant changes in the industry insures that our 
people continue to grow with us, personally and pro- 
fessionally. A position with CGA means an opportu- 
nity to become part of a skilled team of professionals, 
breaking new ground and helping people to solve in- 
tricate problems. 

Our consultants are the best in the business 
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and we listen to what they have to say The ongoing 
dialogue between CGA technical staff, management, 
and marketing keeps our goals in clear sght and 
translates into direct benefits tbr our clients. Job deci- 
sions are based on the needs of the client and our 
ability to provide a solution to those needs. If for 
any reason, our technical people feel that we cannot 
provide a given client with an efficient, cost effective 

solution to his data pro- 
cessing problem, we say so 
right up front. In a highly 
competitive, sophisticated 
business like ours, such 
technical integrity has 
earned us high marks 
and a 99% rate of repeat 
business. 

Since our forma- 

I U O I I U * & . ~  
1 tion, we have experienced 

~lriavr ~h*,,~ilw~g*r fifteen years of dynamic 
and uninterrupted growth.   he ehthusiasri, creativi- 
ty and dedication of our people will insure that kind 
of growth in the decade to come. 

ATm!mu3Asm 
A T m s  recent qgreement to a dksture that 

crerrted sewn r g M  corpmath cornpried of 
tnmt~-two k i d  operatiqg wmpantkJ crerrted the 
need@ a mv dividmd reimmhnmtprogram suit- 
dle@ATmj ~ w l e  enmgh to be crrstom 
tailored@ cumpuny invofwd in the dbmture. 
Under a deadline oJ7anuury lst, 1984, Frank 
Vcrsta910J DistrictMaqger m e  E p & y  SF- 
-, chose CGA d a n t s  to help meet that 
deadline. 

CJuAms~CE 
CGA d a n t s  arepvidiqg the CNA 

Insurance wmpantk with the ditM manporper 
and s p e d k d  skilkk repired to help the wmpany 
complete nummw separatepro~~ects. Wonkiqg otct o f  
the Chiqgo O@eJ C G A p m j k h d  are invofd in 
mmy aspectsofthe i m w u n c e ~ f s & a ~ * q g  
operat* emtdwtiqg tecbna d a n c e  in L q J  
HealthJ PwpertyJ and Cam&yprom*qg. (CNA, 
with more than $9 billion in assetsJ is ammg the 
nation's top20 all-fines insurance qanka&ms.) 

CGA tapertstPrmb:with Q\TA's&ap 
ce.wiqgstafto i " p h t  newsojbwrep~qt~,  
~ ~ ~ t o ~ ~ ~ ~ a n d d e s @ m v  
F . w F - *  

Q\TA haschosenCC4 C ~ e v h o c i a t e s a s  
a 'PreJk.recll VhhrJ a dks&natiCne that reJEect;F the 
tekkmiGacl empetewe @CGA d a n a  and thdr 
abil&y toficnction aspartofa clh&s t h a p r o ~ ~ ~ f -  
iqgtea?n. 

-NATIONALBANK 
M a y W N a t M  Bank recenti) &d to 

~ ~ i t s b r a n d ~ . T o ~ a n d ~  
slrkb an axtemkprogrcnn, the bank wanted to sag- 
mew its manpowrand tecbnid tapertire. The IleEi- 
sionltr~rsdtoumtrlrctwithanorctsialedant. 

VicePrtdentRichRaneffi h e  CCQ to 
t P o n h a b g d e d a t a ~ ' q g ~ ~  
M a r y ~ N i & ~ .  He described the sewice CGA 

as "Val~ce ad&dJJ bemuse ". . . they hJtW do 
a job and n m  They care do& thepro~~ect and u h  
stand the importance @a deadline.JJ 

Rik6a+BRawUi, Vice-, M~ykrnRNationalBd 
CcOur CGA umrdants make a red cmtribution to what 
we're q i q g  to acbabe.U 
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Management's Discussion and 
Financial Condition 
(Pooling of Interests 

(a) Results of Operations 
The signiiicant annual increases in consulting 

revenues in fiscal 1982 and 1983 are ataibutable to 
additional billable staff and rate increases of CGA's 
cons* services. The increase in consulting reve- 
nues in fiscal 1982 over fiscal 1981 is after a revenue 
drop of $1,553,000 in the Men Services division 
whch was heavily concentrated in the depressed 
aummobileandheavyman~~indusaies. 

C o q  cots as a percentage of consulting 
revenues are approximately the same in fiscal years 
1983 and 1982. However, this percentage has in- 
axad as compared with fiscal 1981, h c h  d t s  
fiom additional consulting adminhative costs re- 
quired to support our continued growth. 

The large annual inaeases in software rwenues 
results h m  expamion in the software products busi- 
ness. F h d  1983 o+m rdect eleven months of 
software rwenues of $l,42O,aW) fiom the uisi- 
rion of the Software Shoppe m June l, 1 9 8 Z f i -  
ware coet.s as a rccmtqp of software revenues in 
kid yeam 1 9 8 r  and 1982 are approximately the 
same. H m r ,  rhis pem* ma& in fiscal 
1983 as r malt of &tioxlal technicalcosrs required 

our continued growth, operating costs 
and ""c amcmkdon of urchased software related 
tothe~3rt$bPpe,iR61,0000f1-hmthe 
disposal of a division and increased royalties and 
c o d  d t h g  fbm the sale of our products. 

Theia~ingcneralandadministratitiveex- 
pemm Ss due 50 addnional corporate s~penscs re- 
quired to suppart mr q i d  expamion in consulting 
andsoftware. 

In fiscal LW2, investment income inc~eased 
over 1981 due to &thd h d s  available for in- 
vestment. In In 1983, the additional h d s  availa- 
ble for invament were more than offkt by the 
reductionin~rawdwingtheperiod. 

In fiscal 1982, special legal and accounting fees 
of $1,150,000 re went those costa i n m e d  in 
connection with & SBC Pw and the class 
action sub. Fmhennoec, the Company recorded 
$750,000 to cover all axas ofsetdiqj the &IS action 
suits in 1982. 

As a result of the costs associated with the SEC 
pmcedngs and the class action suits and the provi- 
sion for settlement of the litigation, the Company 
reported lower income &re taxes in fiscal 1982 as 
compared with fiscal 1981 or 1983. 

The lower ellktive tax rate in fiscal years 1982 
and 1983 than in fiscal 1981 is primarily attributable 
to increased investment tax and research and devel- 
opment credits and the larger investment in securities 
whoselncomeisparriallyorIllytaxexempt. 

(b) Liquidity and capital Rt%xmm3 
The Company believes that it will v t e  cash 

&om operations suflicient to meet its working capital 
needs. In addition, the Company has a $3,000,000 
line of credit and has no Ion term debt. Further- 
more, the Company has over f 8,000,000 in its non- 
current marketable uity securities porefblio which, 
if-, could be *1 'quidatid. The Company is not 
aware of any demands, commitments, events or 
u n h t i e s  which will result in or which ~ J E  reason- 
ably likely m result in the Company's liquidity in- 
creasing or decreasing in any material way 

The Compan s o ations require little capital 
equipment and, J e r  er ore, the ~ompany does not 
have any material commitments for capital expendt- 
twm. 

(c) Mation 
The Company's c o e  services business is 

labor dependent and it operates in a field in which the 
demand for qualified professionals is great. Al- 

Mation and competition for qualified in- 
divi uals caused salaries to increase rapidly, the 
Company has been able to mainwin its cons* 
profit margins while continuing to professionally 
service h clientele. The software products segment 
of the Company's business has not been +candy 
aff'ed by idlation, principally because this segment 
of rhe business is not labor intensive. 



Management's Discussion and Analysis of 
Financial Condition and Results of Operations 
(Purchase Accy)unting Method) 

(a) Results af Operations 
On February 27,1984 the Company ac uired 

lULn Services Caporadm. kmrdkgly, d l 9 8 2  
and 1983 include a fdl y d s  results from Allen 
While fiscal 1981 includes twci months. 

The si%nificant annual increases in consulti& 
revenues are &butab1e tothe inclusion o f h  AUen 
Services divisi~n ibr a fbll year in fiscal 1982 as con- 
pared with W 1981 and additional F i l e  staffand 
rate incream of CGA's consulting services in fiscal 
1982 and 1983. 

c r d  to offset the additional CO* adminis- 
trative costs required to support our continued 
m* 

n ; ~ g a n m u l i a r a s c a i n r a h m n m u a  
~ e ~ u l m h r n  expansion in the software praducts busi- 
nixy and the inclusion of the Me01 Services division 
for a full year in W 1982 and 1983. Fiscal 1983 
operations rdect eleven wtha d software m- 
enves of $1,420,000 from the acquisition of the 
thfimare Shopee onJune 1,1982, Softwarecosrs, ex- 
h i v e  d t h e  amortbtion of 8 0 b  packa$geq as a 

P"-" s o h  twenues inaeassd la flscd 
983 over 1982 as a mdt of additional redmid 

costs r e q u i d  to support our continued wth, op- 
erating nrtp of me sobare  s h o p  E~OOO 
laws fkom the disc ofa division and inmaed 
r~yahia  and commissions resulting fiwn rhe sale of 
our ptoducts. The large increase in so- aperat- 
i o l g ~ , d u s i v e o f s o f t w a r e a m o ~ i n ~  

1982 
with fiscal 1981 resuits &om the 

inchusionof AllenServiasdivisimfbrafullyeac 
in heal 1982. However, revenues i n a d  more 
rapidly &an such costs in fiscal 1982 as compared 
d fiscal 1981. 

6 .  . 
The increase in general and acbmmmmve ex- 

perms is due to a t i o n a l  corporate apetses re- 
quired to support our rapid expamian in cotmkhg 
a n d m h .  

Operating income includes amortimtian of 
$392,000, $2,354,000 and $2,581,000 of software 
packages in ikdyears 1981,1982, and 1983, respec- 
M y .  

In fisd 1982, investment income i n d  over 
1981 due to additional funds available fbr invest- 

,- mat.  In fiscal 1983, the additional b d s  available fbr 
in-ent were more than o& by the reduction in 

a:" tinterest rates during the period 
d 

In fiscaS. 1982, special legal and accounting fees 
of $1,150,000 re resent those costs incurred in 
connection with ,I e SEC proceeding and the class 
action suits. Furthermore, the Company recorded 
$750,000 to cover all cosrs of setdhg the dass a&n 
suits in 1982. 

As a result of the amortization of diware ack- S ags  of$2,354,000 and $2,58/000, respectiv y, in 
fiscal 1982 and 1983, and the amortization of 
$/312,000 of goodwill (not deductible for tax pur- 
poses) in both periods and special pdksional fbcs 
and the p d o n  fbr d e m e n t  of litigation in f l d  
1982, rhe Company incurred losses in 1982 and W83. 

The provision h r  income taxes in 1982 andl983 
resultshmcertain 

not tax deductible. 
?EZ?- --tion and a portion of the so amortization, which are 

(b) Liquidity and Capital Reamras 
The Company believes that it will perate cash 

from operations s ~ a e n t  to meet its working capital 
needs. In addition, the Gompany has a $3,000,000 
line of c r d t  and has no lo term debt. Further- 
more, the Campany has over ? 8,000,000 in its non- 
currat madetable equity securities rt&lio which, 
if n-q d d a d a t e d .  a Company is 
notawareofany commitments, events or 
uric-es which wilI result in or which are sea- 

to d t  in the Companfs liquidity in- 
"blTiLas - or ing in any material way 

The Comparg's r , t i o n s  require lia* capital 
equipment an4 er re the Company does not 
have any material comrniments for capiml expendi- 
tures. 

The Company's consulting senrices b u s h  is 
anditoperatesinafieldinwhichthe 
alified professionals is great. Al- 

* O F  

inflation and competition for qualified in- 
divi uals caused salaries to increase rapidly, the 
Company has been able to maintain its c o d t i n g  
profit margins while continuing to professionally 
service its dientele. The sofovare products se 
of the Company's business has not been sign candy 
afkued by'idlatbn, principally because d m  segment 
ofthe business is not labor intensive. 



Repoa of In-dent Accountants 

To the Board of Directors and Stockholders of 
CGA Computer Associates Inc. 

We have examined the separate consolidated balance sheets of CGA Computer Associates Inc. and its 
subsidiaries as of April 30,1983 and 1982, and the related consolidated statements of income, operations, changes in 
financial position and changes in stoclrholders' equity for each of the three years in the period ended April 30,1983 
prepared on botb the pooling of interests and purchase methods of accounting. This dual presentation has been made 
pursuant to un- and provisions contained in a Sd-t Agreement with the !kcurities and Ex T Commission as summarized in the fobvmg paragraph. Our examinations were made in accordance with gener y 
accepted audumg standards and, acconhgly, induded such tests of the accounting records and such other auditing 
prodwe$ as we considered necessary in the 

Gn July 16,1981, the securities and Exchange Cammissim commenced an adrrrrmstrat! . . 
've proceedmg against 

the Company concerning the appropriate accountin accorded a business combination with Allen Services 
Cozporatlon consummated in February 1981. As more kUy described in inme B, on January 27,1982 the Company 
entered into a !h&ment Agreement with the Saxxities and lhbngc Commission. Pursuant to the and 

the Campany is presenting dual b n c i a l  spnmnts which give &-in= 
Corporation under both the pooling: of interests and purchase methods of accounting 

wihout either designated as su lemental in relation to each other. 
~ h c  presentation o F L c i a l  statements is in coflct with the g e n ~ Y  accepted reporting standard which 

raquiffs that a business entity have only one set of primary financial statements presented in codbrmity with generally 
aeceptedammntin principles. Price Waterhouse was not appointed as the Cam any's inde dent accountants untd d b P May 28,3981, an is not a party to tht: Wement Agreement. Were it nat r the un rtakings and provisions 
conmined in the Wernent Agreement, the reporting standard r e E d  to above would require the Company to 2 3  phnqy set offiamcialstatements. Ifwe cmncurd that the primary set offinancial statanents so identified is 

rolitywlth generally accepted accounting principles, we would be obligated under our rofksional standards 
to p r t  on the primary financial statements and to render an adverse opinion on the other &uncial presentation. 
Accordingly, we are unable to report, and do not report, that either hancial presentation presents fairly the 
consolidated financial position, resulm of0 tions or changes in financial position of the Campany in conformity 
with p d y  accepted accounting princi EP" 

Our reput dred July 2,1982 on t& 1982 and 1981 separate mnsolidated h c i a l  statements was qualified as 
b e i i  subject to the e f k t  w both d d z l t e d  financial statements of such adjustments, if any, as might have &en 
r e q d  had the ultimate outcome of & class action suits been known. As explained in Note C, the class action 
suirs were settled on December 22,1982 at a cost approximatin the Companfs provision of $750,000 which was 
tecorded in the results ofopaticms fbr the year endsd April 30,l & 2. Acconkgly, our present report on the 1982 and 
1981 separate c c m c d i w  financial statements, as presented herein, is no longer q d e d  with respea to this matter. 

In conhrmance with tbe Wemerit Agreemq we report that the separate consolidated financial statements 
~ e d b y u s p ~ t ~ l y t h e ~ d s l ~ o n o f C G A C o ~ ~ t e s Z n ~ . a n d s u b s i ~ e s a t A p n l 3 0 , 1 9 8 3  
and 1982andthedmof~eiropesationsadchangesintheir~pitionfbreachofthethreeyears inthepenod 
ended April 30,1983, in confimhy widz the two accounting methods described in the un- and provisions of 
the Sdement Agreemt, c m s h u d y  applied. 

June 10,1983 



CGA Computer Associates Inc. 

Consolidated Statements of Income 
Pooling of Interests Accounting Method 
(Notes A and B) 
(DoUan in t h o w d  txuptpershm ammnts) 

Revenue (Note A) 
Consultingserviccs ............................... $ 16,400 $ 19,644 $ 23,214 
Softwateprod~cts.. .............................. 3,958 6,210 9,916 

20,358 25,854 33,130 

OP-dng-and- 
C o n s u l t i n g s e r v i c e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
!Mtwareproducts ................................ 
Amortization of sohare packages (Note A). ............ 
General and admhimative. ..................... 

Other income (deducrions) 
I n m a t  home - net ........................... 
special pxdkslonal fix% ..................... 
Provision br setdement of litigation (Note C) .,......... 

Income tax provision (Notes A and I) ............... 
Netincomebefbredimibuti~tl~tos~oldems 

of Allen Services Corporation in 1981 
and after related tax provision ....................... 

NetincOmtpershare (Note A): 
P r i m a r g . . . . . . . . . . . . . . . , . . . . . .  
Fdiydiluted ..................... 

Weighted average number of shares used in 
c o m m n  of per share dam: 
Primary. .................................... 
Fully diluted ............................. 

*Reclassified for comparative purposes. 

The accompanying notes are an integral part of the consolidated financial statements. 



CGA Computer Associates Inc. 

Consolidated Statements of Operations 
Put.Ehase h u n t i n g  Method 
(Notes A and B) 
(Dollamin thwr&eaqtpershamm~a)  

oCbCEbmc (4-1 
Illmmma i.ncmw-net .......................... 
Special pfid fecs ............................ 
Pruvkh h r  .smhment of lirigatiaa (Note C) ........... . . ................... Amortucatton ofgoadwin (Nm A) 

Incanetax pmvision (Nmes A and I) ................... 
N ~ ~ ( l c l s s )  .................................. 



CGA Computer Associates Inc. 

Consolidated Balance Sheets 
Pooling of Interests Amunting Method 
( ~ o t e a  A and B) 
( D o b  in thousan&) 

ASSETS 

C u r r e n t h  
Cash and interest bearing deposits (inclu* time deposits of $7,755 

and$1,407) .............................................. 
Marketable equity d u e s ,  at market valw (Note F). ................ 
Receivables 

Trade .................................................. 
Other (Note J) .................................. ... ...... 

....................................... Prepaid taxes and other 
T d  curreltt assets ...................................... 

Equipment and Leasehold Iinpmvements, at cost [Note A) 
..................................... Pumitureandcquipment 

Leasehold irnpromnmts. ..................................... 

............................ h- Accum- depreciation 

Other Assets 
~ p a c k a g e s a c q u i r e d , a t f $ i r v a l u e b a ~  

m+tion of $227 (Note A) .............................. 
Marketable equity seairies, at market value ( N m  F) ................ 
Other .................................................... 

LIABILJTIE3 AND STOCKHOLDERS' EQUI'IY 

Cutrent Liabilities 
h u n t s  payable ........................................... $ 268 $ 246 
A m e d  liabilities (Note G) .................................... 2,426 3,166 
Deferred h a m e  taxes (Notes A and I). ........................... 1,543 2,357 

Total current liabilities ................................... 4,237 5,769 

~bIecommonstodr,50,000sh.ares(NotesAand D). ........... - 337 

Stcxkholders' Equity (Notes B and E) 
Common stock, par value $.lo, authorized 5,000,000 shares; issued and 

..................... outstanding 3,265,873 and 3,323,963 shares 
................................... Capitalinexcessofparvalue 

Retained eamiags........................................... 
Net unrealized loss on marketable equity securities (Note F) ........... 

Commitments and Comhgez~t Liabilities (Nom C and K) 

The a m q m q h g  notes are an integral part of the co~lsolidated financial statements. 



CGA Computer Associates Inc. 

Consolidated Balance Sheets 
PurdLase hunt ing Method 
(Notes A and B) 
( D d l a r s i n W d )  

ASSETS 

C u r r e n t h  
Cash and interest bearing deposits (including time deposits of $7,755 

and$&407) .............................................. 
Zvhktable equity &ries, at market value (Note F) ................. 
Re4%ivabl€?S 

Trade .................................................. 
Other (Note J) ........................................... 

Prepaidtaxesand o t h e r . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . .  

E q u i v  and Leasehold Imp-* at cost (Now A) 
Fuenitureandequipmetlt .................................... 
Leasehold improvemmts .................................. 

OdlerAssets 
~packagesaq~at$Irvaluelessaccumulated 

amohtion of $2,746 and $5,327 (Note A) .................... 
Gaodwill, less acamked ~ o n o f $ ~ 5 3 1  

....................................... and$2,843(NokA) 
Marketable equity &es, at matkt valuc (Note F) ................ 
Other ................................................... 

LIABIZrn  AND STOCKnOLDERS' B Q r n  
Cumat L i a b W  

h u m p a p &  .......................................... 
Acaued ItabWa (NOR G) .................................... 
D e f e m d m -  (NotesAaadL). ........................... 

Total amun limties .................................... 
Redeemableco~~gtOCBZ50,000shares(No~sA and D). ............ 
SmdthoWEqtritB@apesB andE) 

Common srjaek, par due $.lo, a&& 5,O(W1,000 shares; issued and . 
..................... outstanding 3,265,1373 ukd 3323,953 shares 

................................... Capital in eaocss ofpar value 

Retainedeaniqp .......................................... 
Net unrealized loss on nx&etable equity &es (Note F) ............ 

Cammi-ts and C<mwt Liabilities (Notes C and K) 

The accompanying noas are an integral part ofthe consolidated financial swan-. 



CGA Computer Associates Inc. 

Consolidated Statements of Changes in Financial Position 
Pooling of Interests Accounting Method 
(Notes A and B) 
( D o h  in tlmuuzd~) 

Sources of working capital 
From operations 
Net income ................................... $2,175 $1,636 $2,665 
Charges to income not a&xting working capital 

Depreciation and amomj,tion of equipment and 
leasehold improvements and sofhare packages ..... 89 163 513 

Tax &kt dated to disaibutions to 
stockholders of ASC ......................... 900 

Otha .................................. 12 24 - 
3,176 1,823 3,178 

Other source$ of wodcing capital 
Pnxeeds from sale ofcommon stock. 3,731 - ................ 
Issuance of redeefflable common stock dating to - anaquisition ................................ 
Tax e%i=xt relating to taxable poohng ndtd to 

capital in srccss of par value. ..................... 
Disposals d furniture and equipment. ............. 
Other ....................................... 

ToraI sources ofworking capital ............. 
Applications ofwodcbg capital 

Distributions to smckholders of ASC .................. 
Aquisiticm of ked assets ($110) and 5ofnKare 

padcap ($1,236) relatlng to an aquisition ........... 
Additions to equipment and leasehold ~ r o v m e n t s  ...... 
Purrhascs of marketable equity securities ............. 

.................................... Other 
Total applications of working capital. ............ 

Net increase (decrease) in worSring capital .............. 
Changes in components of working capital 

Increase(-)inmtassets 
Cash anct inreresf bearing w i t s  .................. $3,200 $2,358 ' 46W3 
Marketable equity semities ....................... (36) (108) 290 
Receivabks-trade ............................. 899 1,299. Zv#2$ , 

............................. Receivables-other 380 16 
Prepaid raxes and other 528 (129) 

€mr .......................... 
1 ,  

Net inmase! (decrease) ......................... 4,971 3,436 & 
(Increase) deaease in current liabilities 

Accounts payable. .............................. 86 (40) 22 
Accrued liabilities, .............................. 312 (1,630) VfJI, ..' 

Deferred income mxes ........................... (220) 144 (814) I ', 
Net (increase) decrease ......................... 178 (1,526) .41,$321 ' 

Net haease (decrease) in working capital ................ $5,149 $1,910 l5(5$91) 
I 7 L. 

I 20 The accompanying notes are an integral pprt of &e eansolidated financial mtements. 



CGA Computer Assochm Inc. 

Consolidated Statements of Chnges in Financial Position 
Purduse Accounting Method 
(Notes A and B) 
@uu?Yin tbvusd) 

s0u-a~ ofwodhg capital 
Fromopemiof18 

Net income (loss) ............................ .. 
~ t o i n ~ n o t ~ ~ c a p i t a l  

m p ~ t i m a n d a m o ~ o f o q u i ~ a n d  
lewhId impmv- ...................... 

~ o n o f s o f t w a r e ~ d ~ .  ..... 
Other ..................................... 

Otha sources of working capital 
Inaeasemammmstodcandcagitalirrcjrness 

o f p a r * h v a h # ~ b d r Q ~  
issud in the ASC acquisition .................... 19,600 - 

................. Pr<xxeds firom sak ofmmmon sic& 8,731 - 
~ c e o f ~ b i e c o m m o n ~ ~ m  ... 

an-- ................................ - 300 
D i  O E M -  and qwip- ................ - - 53 
C k k  ......................................, 26 9 17 

23,257 9 - 370 
................ TOea sou~es of work& capital 24*749 2,763 4,535 

Applido~ls d w u ~ c l t p i d  
Acquisition of quipem d lea&dd*-cnfs 
($223), - p d q p  (SlLrn) d* d b e d  to 
pdwdl($t5,562) d a b g @ & ~ ~ .  ...... 

Acqustim diked &sm ($110] and .tdbwm 
pads;agcz, ($2236) rdariug M an acqnislrion ........... - 

...... Additiow m equi- and h A d d  ' 147 - ....... 
Ckk.3 ....................................r.... 27 - 

T d  "pw of'~~)d&g Capitas. .............. .18,729 
................ ~sinarease(*)in-* $6,020 

(Increase) demciw in~amat M- 
h u n t s  pyabIe. .............................. (24) (40) 22 
Acauedl iab~b .............................. (M) (1,630) (740) 
D e E e i r e d i , t ~ m m ~ . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,367) 144 (814) 

............................... Na(incrcase) as4@5) (1,532) 
Net increase (-1 in w- capital ................ $- $ 1,910 $0 
The accompanying no;rcs are an hqpd part ofthe consolidated fbncid srmemcnes. 



CGA Computer Associates Inc. 

Consolidated Staments of Chaages in Stockholders' Equity 
Years Ended Apri130,1981,1982 and 1983 
Pooling of Intemts h u n t i n g  Method 
(Now A and B) 
(Doum in tbous'ad) 

B b c a  at April 30,1980 . . 
S ~ b o n u s t o ~ ~  

a n d e m p i 0 ~  .... 
Public offinng .............. 
3-h-2 d split ........... 
Sham isrmed in pooling. ...... 
T a x r n W t o  

m M c  p o o h  ........... 
D i m i i ~ o m  a, stdcholders of 

AlknServiccsGo*~1.. . 
Tax~mlatedrnWbntions 

toEitfxkklbaf& 
semi- C o p m  ....... 

N c t i l l m m e . . . . . . . . . . . . . . . .  

Net 
U n d W  

c2ummmStoQk 
k l m  

$.&I Pax Vdw MarLctak 
T*rl S h m  Ammm S e  

Taxe&Prt daring to 
taxable p h g  ........... - - 931 - - 931 

S d b t o e m p l -  ..... 1,533 1 8 - - 9 
Net hcome ................ - - 1,636 - 1,636 

Balances at April 30, l982 ..... 3,265,873 327 4,963 6,153 - 11,443 
Taxcffcct&~a, 

taxable poo* ........... - - 987 - - 987 
Exadseofstockopti.m ...... 12,000 1 66 - - 67 
Redeeneable shares .......... 50,000 - - (37) - 
Shares tetiffd .............. (3,920) - - 137) 

- (1) - (49) 
D&e in markt value - - (50) ....... 
Nct income - - - 2,665 

($0) - ................. (50) 
2,665 

33- at April 30,1983 ..... 3,323,953 $327 $5 967 $8,781 , $(SO) $15,025 
i - 1 -  



CGA Computer Associates Inc. 

Consolidated Statements of Changes in Stockholders' Equity 
Years Ended April 30,1981,1982 and 1983 
P u r W  Accounting Method 
( ~ o t e s  A and B) 
( D o h  in t h o w d )  

Net 
U W  

~S~ tarson 
$,I0 Par Vdw Grrptatin &&&tab& 

S k  Amonnt PavV - ** TbJ *e E m  S a r s r r  

Balances at April 30, 1980 ..... 949J76 $ 95 $ 350 $2,074 $- $ 2,519 
Stock bonus to dkers 

and employees ............ 3289 - 23 - - 23 
Public- .............. 3Q0,OOo 30 3,701 - - 3,731 
3-fbr-2 stock split ........... 626,319 62 (62) - - - 
Shares issued in purchase ...... 1,385,356 139 19,361 - - 19,500 
Net ia- ................ - - - 815 - 815 

Balances at April 34 1981 ..... 3,264,340 326 23,373 2,889 - 26,588 
Stixk bonus to employees ..... 1,533 1 8 - - 9 
Net loes ................... - - - (1,099) - (1,099) 

Balances at April 30,1982 ..... 3,265,873 327 23,381 1,790 - 25,498 
Erren;.;se of stock aptions ...... 12,000 1 66 - - 67 
R e d d l e  shares .......... 50,000 - - (37) - 
Shares rttirrd - - (3r) .............. (3,920) 
D d n e  in market value - - - (1) - (49) (50) 

....... 
Net loss. - - 

(50) (50) .................. ( 1 4 )  - (14) 
Balances at Apd 30,1983 ..... 3,323,953 $327 83,398 $1,739 $150) $25,414 - 
The accompying notes are an integral part of the coasolidaasd fbneial  statczmmts. 



CGA Computer Associates Inc. 

Notes to Cofl~~lidatd Financial Statiements 

Note A-SummaryofAocoUnling 
Police$: 

A summary of the significant accounting poli- 
cies consistently applied in the preparation of the ac- 
com anying consolidated financial statements of 
~ G R ~ o m ~ u t e r  ~ t e s  ~ n c  (Company) ~ b w s :  

l.B&ofPmrm&: 
As more W y  described in Note By on January 

27,1982 the Company and the Securities and Ex- 
change Commission (Conmission) reached a &- 
ment relative to the reporting of the Company's 
Februaty 27,1981 aquisition of Allen Services Cor- 
poration (ASC). The Com any accounted fbr the 
ASC aquisition on the pmL of interests merhod 
of accounting and pursuant to the terms of the setde- 
mentwiththeCommissiontheCompanyalsoisre- 
quired to regent audited financial statements which P account or the ASC acquisition on the purchase 
method of accounting. Accordingly, the accompariy- 
ing consolidated financial statements and notes 
thereto report the ASC aquisition on botfi the pool- 
mg of interem and purchase methods of accounting 
wthout either designated as su plemental. 

The more sign%ant di f f  erences between the 
two methods of accounting are thc recording of cer- 
tainassets,thedtionofthoseassets,there- 
cording of& tax efkcts of such amortiz&on and 
the b e  period relative to the inclusion ofthe results 
of operations of ASC in the consolidated statements 
of income ofCGA. When meamred against the Eair 
value of CGA shares ex- which were inde- 
pendently praised at $W~500,000, the application 
of the p &method ofaccounting to the ASC 
combination results in the recording of software 
packages and goodwill, which are being amortized 
over a five year. period wirh the dateof 
acquisition. A m o r t i z a o i e L  pa* is 
deductible for income tax purp<rses; however, the ac- 
counting h r  such tax deduction is cWkrent under the 
purchase and pooling methods of accounting as 
described in Note I. 

The application of the 
counting as compared to 
method of accounting for the ASC combination re- 
s u l t e d i n a n i n ~ i n t o t a l a s s e t s a n d ~ k i e r s '  
equity as of April 30,1981 of $17,721,000 and a de- 
crease in net income of $1,360,000 for the year 
ended April 30,1981. The &rence in net income is 
due to rcporting only two momhs of ASCs opera- 

tions in the purd.lase income statement compared to 
a full ear in the pooling of interests income state- 
ment & Note G for hnna results of operations 
under the purchase method of accoun ' ). 

As r d t  of the amonization &%are Pack- 
ages and gaodwill and the related tax tCt, net in- 
come under tbe pooling of interests method of 
accmntingwoulddthepurchasemcthodofac- 
counting by appmximately $2,700,000 per year over 
the five year amortiz,ation period. After five years, 
the Compan s riprtable net income under either 
method wo d d be the same. Further, the Company's 
cash d m  during the five year amortization period 
would be idemid under both methods of account- 

s balance sheet at the end of rhe *- =he T f  
five year pe would be the same except that two of 
the components of s ~ W  equity, capital in ex- 
cess of par & and retained -, would differ 
in o f b t i n g e q u a l ~ .  

Prior to its a~uisition by the Company, ASC 
made s ie the  canr dstributions to its stockholders 
whid4 of interests accounting pre- 
scntation,have reikaedaschargestoretained 
eamiqp and the tam dkcts computed on these distri- 
butions have bexm reiIectt!sl in the consolidated in- 
come statements. Such distributions, amounting to 
$1,817,000 for the year ended April 30,1981, repre- 
sent commissions and other distributions in excess 
ofinitial aggregate compensationof$200,000 by the 
Gompany to the former stiockholders of ASC, are not 
refiected in the accompanying consoliw income 
statements. Pursuant to an agmment, the income 
tax liabilities on such distributions wiU be the respon- 
sibility of the m c k h o k  of ASC and, accordingly, 
the amounts that otherwise would have been pro- 
vided for such liabilities have been credited to re- 
tained camings in the accompanying consolidated 

on the pooling of interem 

2 . ~ l a r o f C 0 1 ~ 0 1 ~ :  
T h e c o n s o ~ f i n a n c i a l ~ t s p r e p a r a d  

underthepoo~ofimermtsaccountingmcdlodfot 
the years ended April 30, 1981,1982 and 1983 in- 
clude the accounts of the Com y (including ASC) 
and its wholly-owned subsi I 'ary, CGA Software 
Products Group, Inc. The consolidated financial 
smmentspreparedunderthepurchascmethodof 
accounting h r  the years ended A 30, 1981,1982 
and 1983 include the accounts p the Company and 



1 :  

.!. 
its wholly-owned subsidiary and ASC from Febr.wry 
28,1981. Under both methods of accounting, the 
consolidated financial statements include the ac- 
counts of the Software Shoppe, a wholly owned 
su&diary, h m  June 1,1982 (see Note D). All signi- 
ficant intercompany accounts and transactom have 
beenelimhated. 

3 . B d  ofRcPcmuRtto&th: 
Revenue from consulting se~ces ,  perhrmed 

principally on a time and material basis, is I.ecognized 
as the work is rmed, at agreed upon billing 
ram Revenue ~ P r o P r i e t q  sohare 
which are marketed to customers primarily under 
a~d and Perpetual fi- is- 
nized at the time the product is M e d  and uncon- 
ditionally accepted by the astomer. 

4. Bpt$mmt  anRtGRs~kktIw-: 
Depreciation is principally provided on the 

straight-line method over estunared usdid lives of 3 
to 8 years, inclusive of computer hardware which is 
depreciated over 5 ears. Leasehold im~mvemcnts 
are amorhd over I e lives of the respecnve leases or 
the service lives of the improvements, whichever is 
shorter, 

Maintenance and repairs are char to costs P and expenses as incurred. Major reney aud better- 
mats am! capitdkd. Any gains or losses resulting 
from the sale or disposal of assas are included in 
income. 

5. Anmtk&h 
and GmdivllI: 

ofs*a=paWa 

The application of the purchase method of ac- 
counting to the ASC combination results in the re- 
mrding of software psbdrages and goa&dl. The fkir 
value ofsohvare $ll,770,000, which is 

a d  goodwill 
are being amortized 

on a straight-line basis over their es thatd  uscful 
h, a five-year period. Under  bod^ methods of ac- 
corm- the urchiw of* s0ikai-e Sh 
Note D), A t s  i. me recording of $1$3T&2 
~pgcisagies,whichisbascduponanitrdcpen- 
dent appraisaI. These packages are being a m o M  
on a suaight-be hii over a five year period 

6. I- T ~ B S  adlbv&mwt C d :  
Deferred income raxes arc provided for tr;ursac- 

tiom reported in i n t  periods fbr finandal state- 
ment and income tax putpiases and pnkplly relate: 
to the cash basis o f r e p o w  fbr tax parposes. 

Invesmsent tax credits me ~CM- hr by the 
Vow-duough* method, which rheaed- 
its as redumom of income tax= year 
utilized. 

Z EarniqgsPst S h :  
Primaryandf idlydkted~ptrshareof  

common and common equivalent shares have been 

+m* b d o n  the y&ghted average mp~ber of 
'~haes  outstanding duiing year inchding the 
dilutive e f h ~  of stockopt.im andhavebeerr taroar- , 

tivdyresmtedfbr~splirsand,underthepooling 
a e d l o d , f o r s h a r e s ~ i i E  

" connection Of inmans with dx C conibinathl The tAifkr- 
ace h a e n  the G& market value ($6 per s b )  of 
the 50,000 shves -~ssu#l in connection with the Soft- 
ware Shoppe a ition (sec Note D), and the re- . 
c i e m p o n p r i c e ~ p e r s ~ ~  i s ~ t o t t x a i n e d  
9 over the life of h e  holdefs rodeanpcm op- 

, aon period and d e d d  h m  net income in calm- 
l a t I n g = n i w p e p ~ -  

Note B - Securities and Exchange 

The Company acquired all the assets and busi- 
ness and assumed the liabilities of ASC on February 
27,1981 (Acquisition Transaction). As part of this 
transaction, the Company acquired from Arthur 
Allen and Addison Fischer, the sole stockholders of 
ASC, all ofthe computer sofiware program packages 
that had been markctad by ASC under license from 
Allm and Fischer. In consideration for the soibvare, 
netassetsandbusiness uired,theCompanyissued 

"E@= of l,385,3 ?? 6 shares of common stock 
to andtoAUenandFischerandonAprilZ,l981 
filed a regismtion statement which covered the sec- 
ondaryrblic offering and sale of 1,050,000 shares, 
of whi 1,033,930 shares were owned by the two 
stockholders of ASC. 

On July 16,1981 the Securities and Exchange 
Commission (SEC) instituted proceedings under 
Section 8(d) of The Securities Act of 1933 with re- 
spat to the acaxmting treatment of the Company's 
~ o n d A S C  inthe rcgistraton statement filed 
with the SEC which became & d v e  on April 7, 
1981. The SEC alleged that the Company's account- 
ing treatment for the acquisition on a pooling of 
interests basis rather than as a purchase was inconsis- 
tent wieh generally accepted accounting principles 
and hada mamially misleadq effect on the financial 
statements contained in the regisaxtion statement. 

An offer of Setttement was made by the Com- 
pany on December 15,1981 solely h r  the purpose of 
mohing the adndmative pmceedbg and without 
the &m?any admittin8 or denying the d e g a t i 0 ~  of 
the SEC m the pmceedmg> without aial or adjudica- 
tion of any issue of& or law and without anything 
contained in the settlement or disposition of the 
p roeabg  constituting an adjudication, admission 
or evidence with respect to any matter referred to 
therein. 

The Commission's Order dated January 27, 
1982, acqting the Companfs Offer of Settlement, 
ordered the Company to comply with the undertak- 
ings and did not object to the provisions contained in 
the OEer of Settlement Pursuant to the undertalc- 
;Igs and provisions in the 0fk.r of Setdement, the 



Company will report in all financial statements and 
selected financial data required under regismtion 
statements filed ursuant to the Securities Act of 
1933, and perid reports and proxy re w filed 

$" pursuant to tht !kcmities Exchange Act 1934, and 
m its annual report and all other written communica- 
tions to share!hob and press releases the Acquisi- 
tion Transacton on  bod^ a ~IXIIUI~ of in- and 
purchasemethodofa~~~unting, bothinequaiprom- 
mence. 'lhe term "equal prominence" means that the 
Company will not desipae either the pooling ofin- 
terests or purchase method of accounting financial 
statements as supplemental. This method of presen- 
mtion will continue during the time period that such 
f i n d  statements reflect a rnaterialdifferena in net 
income or trend in net income as a result of us' the 
pooliog of interem mabod as distinguished%m 
the purcSlase mahod of accounting. 

Class action suits were filed against various 
parties, id* the Com any, its dimtors, certain 
~ n n d l ~ ~ n a n d ~ d e t , a U e g i n g a m o n ~ -  
things, thatthePmpecmsisswdindonwith 
rhe Apd 7,1981 sale by Wen and Fischer of the 
Company's cwnmon stoclc conminedmaMy& 
andmis%acfing stamnents.Theactionswe~e consog- 
dated and the parties have agreed to a sedemem of 
the actbm. At a hearing an Dec.anbcr 22,1982 the 
d e m e n t  was ap toved by the court. The Com- 
pan9 pwLLn cd!$750,000 in - 1982 apprsr- 
mred all costs inwM in setding claims. 

On November 23,19R2, the Campany com- 
menced an arbitration pnxeeding r Fischer in New Yo&, New Yo& re the Ameri- 
can Arbitdon Association, seeking to obtaiin relief 
by reason of Fischds alleged breach of his employ- 
ment agreement with the Company. Fischer has 
counterclaimed, alleging that his employment has 
been terminated and that he is entitled to cam F- tionanddamages.Atemporaryr~o erhw 
been issued by the Federal District Court for the 
Southern Dismia of mOrida, enjoining Fischer fiom 
breaching his employment a$eement. In the opin- 
ion of managmat, such litigation will not have a 
d a I  &kt on the operations or f i n d  condi- 
tion of the cbmpany. 

Note D-Aquisition: 
On June l, l982, the Company p u r c h d  the 

net assets and business of the Sofnnare Shoppe h r  
$1,045,000 in cash and 50,000 sham of common 
stock, which are redeemable at the holder's option 
five years from the acquisition date if the market 
value of CGA's stock is less than $10 per share. The 
Sofiware Shoppe develops accounting application 
sohare  programs, which it markets primarily to 
small and medium sized companies. The consoli- g d P  results would not have been materi- 

t had the above acquisition been made at 
the beginning of ffscai 1982. 

Note E-Common Saack: 
Durin$: sqmnber 1981 the Company mmimmd its January 1981 stock option plan and adopted a Non- 
ad Stock Option P h  and an Incentive SEodr Opuon Plan under which a maximum of options for 500,000 c may be grantedto directors, officers andaployees. The exercise price is equal to the market value on the date 

of gram, provided, however, that under the Incentive Stock 0 tion Plan the o n price for an employee who S P" owns more d m ~  1W ofthe total comb'md voting power of all asses of saodr o the Company is equal to 110% of 
themarket~onthedateo fgrant .~gr~ted  muantmthcse~rnaybeexer~uptotenyearsafta 
the date granted. Ths options are gdy ee&a!~e at a cumtthive rate of betweem 20% and 25% per year 
commencing one year fron the date of t, and: expire ten years bllowing the date granted. Transactions in the 
stock option plans arc t ammmd a s 6  C ws: 

Outstanding at April 30,1981 
Opticms granted ................ 
Opmns candled ............... 

Outstanding at April 30,1982 
................ options granted 

options exerckd ............... 
Optiom c3lldled ............... 

Outstanding at April 30,1983 ........ 
Exercisable at April 30,1983 ......... 



Note F-lktxbable Equitp tkawities: 
Under the pooling of interests and purchase 

methods of accounting, the caE.ryin% amount of in- 
vestments of the non-current and cummt portfdos 
was reduced to market value, which was lower than 
cost at April 30,1983. 

Avahationallowance in the atmuntof $50,000 
was established for the non-amat pordblio by a 
charge to s ~ o l d e r s '  eQU'ty represen 
unrealized bss. At Aprd 80, 1983 un ?!? er me both net 
methods of m t i n g ,  gins unrdhd  gains were 
$112,000, while gross unrealized bsses were 
$162,000. At June 10,1983, the original cost of the 

non-current marketable equity securities portfolio 
exceeded market value by a proximately $300,000. 

Acharge to income of 96 0,000 was recorded in 
M I 9 8 3  to reduce the carrying value of rhe current 
portfblk~ tomarket value. AtApril30J982,the cost 
of the current porrtblio approximatedmarket value. 

Under the pooling of interests and pwchase 
methods of accounting, net realized gain (loss) on 
the sale of investments amounted to $(28,000), 
$(23,000), and $133,000 for the years ended April 
30,1981,1982 and 1983, respectively. 

Rcd@d or losses, which are determined 
on a specdc identification basis, are included in 
income. 

Note G-Other Financial Dam 
The Wowing expenw were charged to operations in the puiats indicated: 

A d v t m i s i n g . . . . . . . . . . . . . . . . . . . . . . . .  $ 328 $ 537 1 $ 195 $ 537 $ 618 - 
b-~nofsoodwiu ............. $ - $ - $ -  $ 219 $1,312 $1,312 - - . - 
Royalties ......................... $ 37 $ 89 459 $ 37 $ 89 $ 459 - - = - -  

Maintenance and repairs and taxes, other than payroll and h n n c  taxes were each less than one percent of revenue. 

Accrued liabilities under the pooltng of. xntemm Revenue and net income of the separate com- 
and purchase methods of accoun@ C Q ~ L  of the panics uader rhe pooling of interests accounting 
hllowing items: nnethod f i r  the unaudited nine month period ended 

January 31,1981 (the end of the interim period 
Aprr.130, near& the date ofcombination) were: 

lM.2 I983 Nitrc 
mhh- MonthuEW 

Payroll ............... 
PayroU taxes ........... 
Commissiom and bonuses. 
M t  sharing .......... 
Reserve for settlement of 

higation.. . . . . . . . . . .  
Other accrued liabikk, 

individually less than 
5% of &t Iiabiliaes . 4 4 1 -  539 Net inane 

$.2,426 $3,166 CGA Computer 
.Asm&m kc. ....... $ 817 

*Re resents net income before distributions to ~~ of Allen Services ~orporation and after 
tax provision related thereto. 



The mudited pro f i  results of operations 
under the pwchase ammting method, which fol- 
low, assume that the ASC acquisition had occurred 
at the begmning of the year ended April 30,l981. In 
addition to combining the historical results of opera- 
tions, certain adjustments giving .effkt to the amorti- 
zation of software packages, goodwill and tax efkm 
related thereto have been made. 

YeiwE~dApvil30,1981 
@dkws in t h w d ,  

extcpt per share mourn) 

Revenue ........... $20,358 
Net (loss) .......... 
Net (loss) per share" . . (517) 

(-17) 

The Campany rrmaiatains a profit-shmng plan 
fbr its employees. The Company con&utions are at 
the discmien ofthe Bmrd of D ' i r s ,  but are lim- 
ixed to the maximum amount that wid constitute an 
allowable d d d o n  for federal income tax puqmm. 
Under the poohg of interests accounting method 

rofiz-sharin expense amounted to $250,000, f b , O O O  an $240,000 fbr the years ended April 
30,1981,1982 and 1983, respectively. Under the 
prchase accounting method profit- expense 
amounted K) $200@00, $224,000 and $240,000 for 
the years ended April 30,1981,1982 and 1983, 
lcespeaively. 

*Reflects retmadve adjustment fbr stock splits and 
the shares issued in connection with the purchase of 
Asc. 

Note I-Income Taxes: 
The Company and its subsidiaries file a consolidated federal income tax return. Income tax expense is 

a s h h s :  

Current payable 
Federal.. ....................... $ 128 $1,107 $ 763 $ 214 $ 236 $ (49) 
State ........................... 35 79 1 16 42 19 (59) -----  

163 1,186 - 879 - 256 - 255 - (108) 

Current deferred 
Federa l . . . . . . . . . . . . . . . . . . . . . . . . .  842 (11) 885 744 (11) 885 - ......................... - 193 State.. 159 193 140 

1,001 (11) 1,078 884 (11) 1,078 
1,164 1,175 1,957 1,140 244 970 

Tax efkct related to distributions to 
stockhol&rs of ASC (Note A) ........ A!@----- - - - - - 

$&OM $1,175 $1,957 , $ 244 $ 970 - = 

Components of d e E d  income tax expense arc as fbllows: 

GashIAcd ...................... $ 995 $ (30) $ 994 $ 883 $ (30) $ 994 
Income of the Domestic Intern- 
Sales Corporation ................. - - 73 - - 73 

O t h e r I t e m s . . . . . . . . . . . .  ......... 6 19 11 1 19 11 ------  
$LOO1 $ (11) $1,078 $ 884 $ (11) $1,078 = - 



F C d c l . a l i n c o m e m x e s a r & e ~ m . .  
State income taxes, net of f&bd t . s x ' b d t  
In-mt and t.esearch and 

t a x d ~ ~ r i l i z e d . .  . . . . . . . . ,,, . ., , . 
m p l i Q n d ; c x d u s i o n a n d ~ ~ .  . , 
Amo* ofgadwill . . . . . . . . . . . . . 
Ckher itums* individually ks d m  &%-&he 

stamtory amount-net . . . , , . ': . . , . . . 

In January 1981, the Cavy a d  into a 
ten-year lease of its p&ci a1 Otliicas in Msirlbom, 
N e w J ~ h r n ~ w i k 0  P M M . G o W  

couldbeobs;rinedfi .aLnan~~ 
During &ql.l981,f982 and 19 i- 3 rhc Corn- 
y paid approximtdy $161,OOOa $353,000 and 

&6,000, reqm&dy tm ~ a e r  ~ a d r s  &'upham, the 



Note K - C o d t c n a  and Other 
Ildb~~nation: 

The Company conducts its operations in l d  
fkilities. The leases expire on various dates thro 
1994. Certain leases require additional payments t or 
increases in maintenance and real estate taxes. The 
following is a schedule of fiture minimum rental 
payments required under opera leases that have 
initial or remaining noncancellab "&, lease terms in 
srccss of one year as ofApril 30, 1983: 

19 . . . . . . . . . . . . . . . . . . . . . . . . .  $ 541 
1985 ........................ 649 
1986 ........................ 574 
1987 ........................ 507 
1988 ........................ 357 
succeeding years ............... 1,050 
Total minimum payments required. . $3a678c 

The Company also has short-term or can-k 
h on otbtr facilities and equipment. The total 
rental eqeme charged to operanuns under the p 1 -  * 

ing of interests accounting method for the y w  
enM&d 30,1981,1982 and 1983 was $500,000, 
$700,W, and $817,000, respectively. Under rhe 

5 urchase aemulltin merhod rental expense wa& t 325,800, $FOO,M) and $817,000 for tht years 
ended Apd 34 1981,1382 and 1983, respectively. 
h Fcbruary1981, the Company entered into an, 

unplaymwlt agxwmmt with Bernard M. G o W &  
which prmidesh papent of a salary ofBlOa,W, 
tqpher with addiubnd armunts payable in &- 
a n c e w i & a w t o E ~ i n a e a s e . T h e ~ i s h  
afiveyeartermandisrenewedautornadcallyia@ 
absence of notice fiu>m either patty of a desire ta tet- 
minate. If the Company gives notice of termhatioh 
of em lopent, the em loyment terminate5 &ye 
years g llowingtheendo ! thef"lscalyearimmedi~ 
fol~wing such notia. Subjea to cert;rin conaons, 
if the Company attempts to breach the terms ddw 
agreement, it must py Wdsmiith a lump 
tofiveyearssalaryasad~hridation 
w i P f i 2 % o f i ~ g r o s s ~ i n t h e p ~  
each year for four succ:essive years m m  pay aq 
am~lntequalto.296ofitsgrosssalesinth.ep~ 
year* 

In comedon with the ASC acquisition, the 
Company entered into a two year employment agree- 
ment with Addison Fisher that provides for an addi- 
tional three yea. part-time term thereafkr. During 
the two year employment period, Fischer's annual 
compensation was equal to the greater of $100,000 
or 3.5% of the amount of cash proceeds received 
fimnthemarketingofASCsoftwarepackages. 

Further, a su-t amendment in December 
1981 with Fiseher provides additional compensation 
of 6.5% &om the marketing of exiaing and new so&- 
ware produas developed by him during the two ymr 
period ending May 1,1983. As more l l l y  described 
in Note C, Fischer's employment agreement is the 
sdyect of arbitration 

In Februvy 1 9 w r h P a n y  obtained a 
$3,000,000 msearedline of credit Erom the Fidcltry! 
Union Bank, Borrowings will bear interest at the 
Bank's prime lending rate subject to an informal 
compensating Islance arrangement of 5% of the 
amount of the line plus 10% of average borrowings. 
Thae were no wtmnding borrowings in 1982 or 
1983. 

The Cornpa has commitments of approxi- 
mately $300,004) l 8  r the purchase of furniture and 
equipem and leasehold rmprovements for its new 

amounrs dl be paid 

Note L-Business Segnmt Iidbnnatbm 
The Company operates in the data pmcessing 

industry and prov~des computer c o d @  services 
and licenses proprietary computer sdkware pack- 
ages. During fiscal 1983, consul@ semkes to the 
financial &ces, communications and manufactur- 
ing inbmes  accounted fbr approxbtdy 82% of 
c o d ~ ~ u n d e r b o t h m ~ o f a c c o u n z -  
hg. One cwmma h whom computer d t i n g  
services are rendered and who operates widin the 
communidoas industry accountedfbr 10% of toml 
reveaues under both methods of accmmting 
fiscal 1983, 

The f'dcmkg table summaim hmcial infor- 
mation daring to the Companfs conqmtm consult- 
ing and mfkwc padage operations: 



Revenue 
Computer consulting ........ 
Sofhvare packa%es .......... 

Operating income (a) 
........ Computer consulting 

software padcages .......... 

Undocated corporate expma. 

Identifiable assets (b) 
Computer d t i n g  ........ 
Softur;ue padvrges .......... 
Corporate ................ 

Depreciation and amorhation 
........ Computer consulting 

Sobm packages .......... 
Come ................ 

c a p i t s a l ~ m  
Computer mnsulung ........ 
s o h  packages .......... 
C o v  ................ 

(a) Operating income represents revenue hs operat- (b) Coqmme.assas are principally cash and irmrest 
ing expenses. Income earned at the corporate level bamgdepoms, other receivables, prepaid taxes and 
and other income and deductions are aduded in OW %ssors, marktable equity d t i e s  and, under 
computing operating income. the purchase a c ~ ~ g  method, goodwill. 



Note M-Interim Finandal Data 
(ulliludid)): 

The quarterly results ofoperations under the pooling of interests and purchase methods of accounting for 
1983 and 1982 are as follows (Dollars in thousands except per share amounts): 

Poditg OfIntawt~Awuntitg Metborl 
Finc 

1983 
S t d  T M  F m h  

s ? ! ! E ? z = e e  
Revenue ....................................... $7,052 $7,846 $8,732 $9,500 

Operatingincome... . . . . . . . . . . . . . . . . . . . . . . . . . , . . .  $ 867 $ 629 $1,253 $ 915 - - - 
Netincome ..................................... $ 599 $ 559 $ 875 $ 632 - - - 
Primaryeamingspershare .......................... $ . 1 8  $ . 1 6  $ . 2 5  $ . 1 8  - - - - 
FuUydilutad~pershare(a) ................... $ .18 $ .16 $ .25 $ .18 - - - - 

Net h e  (ha) ................................ $ 653 $ 403 $ 581 $ (l)(b) - - - 

NetkKPomc ( h )  ................................ $ (8.4) $ (125) $ 190 $ 5 - - 
F d y  diluted amiags (loss) per share (a) ............... $ (-0:) $J)4J $ .05 $ - - - 

operatingincome (loss) ........................... $ 559 $ 261 $ 652 $ (136) - - - 
Net (loss) ...................................... $ (25) $ (275) $ (96) 9 (703)(b) 

PuUy diluted (h) per share ........................ $ (.01) $ (.08) $ (.03) $(21) 

(a) Prinupa4ly as a result of the differences in b r -  (b) Afta a $750 rovision h r  mxlement of litigation 
mining the number ofwei ted avaage shares out- 'P and related tax . 
standing on a quarterly an full year basis, the sum of 

& 
the uazferly per share amounts docs not equal the 
per %are amounts on a full ycar basis. 
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