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COmpurens
» Il] We asked students of The New
T School of Monmouth County for a

: graphic intevpretation of computer soft-
: ware. Our purpose was to get a bench
-------- mark on computer literacy. Since CGA
has bua‘t our business on providing quality software products
and services to a dynamic and changing market, we wanted to
be abreast of the curvent perceptions of future CGA software

HSers.

The response of nine-year old Ryan Moore, selected for
the cover of the 1983 CGA Annual Report, not only confirms
our fuith wn the children of the Information Age, but assures
the very future of our Company. Even at the clementary school

level, software is an accepted definition of computers.

“Through the eyes of our children, the future is seen.”
CGA has a place in that exciting vision. Our commitment is to
grow and expand our resources to satisfy the needs of every new
generation of software users.

A copy of the Company’s Annual Report on Form
10-K to the Securities and Exchange Commission
will be furnished free of charge (except for exhibits)
to any shareholder upon written request to Leonard
S. Ostfeld, Vice President-Controller, CGA Com-
putcrAssoclates Inc., 960 Holmdel Road, Holmdel,
New Jersey 07733.

© Copyright CGA Computer Associates Inc., 1983



Financal

Selected Financial Data (Dollars in thousands except per share amounts)

POOLING OF INTERESTS ACCOUNTING METHOD*

Years Ended April 30,

1979 1980 1981 1982 1983
eyt e e e s v s $15,120 $19.227 $20,358 $25,854 $33,130
OperatinE IncomE: - < . s sasions 3,087 3,433 3,599 3,690 3,664
Net income . ...... i aans el s s 1,690 1,760 2:175 1,636 2,665
Primary earnings pershare .......... :59 .63 70 .50 A
Fully diluted earnings per share . . .. ... .59 .63 .70 .50 74
T OLAL ASSEIS S o o s s e e e 5,144 6,594 11,578 15,680 24 101 [
PURCHASE ACCOUNTING METHOD*

Years Ended April 30,

1979 1980 1981 1982 1983
e o e . $ 8,790 $11,813 $15,510 $25,854 $33,130
OperatingINCOME. « v coevuainie siewainiss « 1,020 1,568 1,638 1,336 1,310
Netincome (1058) . isanenss wasasseis « 615 801 815 (1,099) (14)
Primary earnings (loss) per share . . . . . . 42 .56 42 (.33) (.01)
Fully diluted earnings (loss) per share . . 42 .56 42 (.33) (.01)
Totalassets el sier i e dl e & 2,786 3,805 29,299 29,735 31,520
* 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 follows:
Bid Prices
1981 1982 1983
Calendar Quarter High Low High Low High Low
RISt v wiaas $16.50 $ 9.75 $6.50 §4.75 $14.50 $ 8.00
Sevond s 14.25 10.00 7.75 5:25 13.75% 10.75*
Thivd ooiv s 11.25 4.00 6.25 5.50
Foutth o = 7.50 4.75 9.25 5.25

*Through April 30,1983.



Letter to Stockh

iscal 1983 will prove to be an historic

year in the building of your Company.
F While continuing our record of

healthy growth and business expan-

sion, this fifteenth anniversary year
saw CGA take significant 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
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.

Bernard M. Goldsmith 111
Chasrman of the Board, Chief Executive Officer and Treasurer

Robert J. Sywolski
President and Chief Operating Officer



dlders

We continue to generate significant 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 significant 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 realigning 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 technical support organization for
all our mainframe software products, as Vice Presi-
dent and Technical 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 division’s
sales organization. We have full confidence in the
capabilities of these executives and welcome them
to CGA.

The relocation of our corporate office to new
facilities in Holmdel, New Jersey realizes another
goal: the reorganization of operations for more ef-
ficient management. CGA functions essentially un-
der a decentralized management philosophy that
places responsibility for decisions on the individual
and fosters an entrepreneurial spirit that defines our
corporate character and contributes to the success
of our Company. The new CGA headquarters is in-
tended to bring more of our key corporate and divi-
sional personnel together so 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 acquired Allen Services Corpora-
tion in February, 1981, CGA bought a business with
annual software revenues of $2,800,000. In fiscal
1983, we generated more than $7, 200,000 in rev-
enues by marketing the same software product line
plus newly developed products, CGA style. At the
same time, we turned around the trend of Allen’s
Consulting Division by revamping the management
structure and introducing our decentralized manage-
ment style. It is now growing as a healthy part of
CGA’s Consulting Division.

Similar success has been realized at the
Software Shop. Purchased in June 1982, CGA has
doubled revenues. For the twelve months prior to the
acquisition, the Software Shop had an annual sales
volume of $700,000 through the marketing of soft-
ware to small businesses. As a CGA subsidiary for
eleven months, the Software Shop had revenues of
over $1,400,000 in fiscal 1983. With our direct atten-
tion and full support, we expect even better perfor-
mance from the Software Shop in the future. CGA
has signed a Value Added Dealer (VAD) marketing
agreement for the IBM PC, gaining entrance into the
lucrative personal computer market.



Contributing an ever-widening customer
base and revenues of $23,214,000 for fiscal 1983, our
Custom Software 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 software 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. Sywolski
who succeeds me as President and Chief Operating
Officer of CGA.

The fifteen years that I have served in this
capacity have seen extraordinary 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 quality stan-
dards of our industry by maintaining our own.

Since joining CGA in August 1981, Bob
Sywolski has been instrumental in positioning 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 formalized pro-
cedures for establishing and evaluating corporate
goals and strategies. They have given CGA manage-
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 assumes direct
responsibility for the daily 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 close harmony to maintain the high
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 solidify 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
from 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,

B Aot

Bernard M. Goldsmith III
Chairman and Chief Executive Officer

fissi

Robert ]. 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 far reaching 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 Software Products Group researches, devel-
ops, and markets prepackaged software 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 Software Shop, a CGA subsidiary, is highly
successful in marketing a broad based line of applications
software in the areas of finance, distribution, construc-
tion, and manufacturing. Designed to run on IBM
desktop computers, Software 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, manufacturing, 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 software to meet specific data processing needs.

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

3




Software Produ

GA’s Software Products Group is meeting
the needs of the marketplace for software
that improves productivity in mainframe
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 mainframe computers,
the efficient 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
factor in the company’s financial success. The Software
Products Group accounted for 30% 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 staff. To meet their needs, we have designed all our
products to be quickly installed and easily administered.
All CGA software products are installed and implement-
ed into a system without modifying either the system or
the software—a tremendous advantage for data centers
working at full capacity.

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

Even our sophisticated security 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 before the system is fully 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.

Chuck Darby and Dan Reinhart of Central Illinois Public Service

High performance
software products
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controls the use of disc storage
devices in an IBM / OS environment.

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 “XA,” a revolutionary innovation that in-
creases the memory capacity of the latest series of IBM
computers, CGA’s software had already been enhanced
1O 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.

This interplay between client
and technical supportis  _
part of the behind-the-
scenes activity that
makes the Software
Products Group the
financial success it is.
We’ve more
than tripled




“ts Group

the size of our Technical 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 finding 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 medium we use
to initiate and maintain a dialogue with our clients. In the
fall of 1982, the Software Products Group began publish-
ing a quarterly newsletter, SOFT TALK, which is distrib-
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
on our products’ latest ad-

vancements, we also run a series of educational sessions.
In the case of PAC/MASTER and DCD II, CGA person-
nel conduct on-site product briefings to familiarize users
with the programs’ applications. For TOP SECRET,

2 ' 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 TENNESSEE BANK, MEMPHIS
Bob Wicksell, data security manager of First

Tennessee Bank, Memphis, spent three montbhs eval-
uating security packages for the $4.3 billion-asset in-
stitution. The bank required a security system that
was comprebensive, eastly installed, and would run
independently of the main operating system, so that
changes in MVS would have no effect on security. In
November 1982, First Tennessee installed CGA’s
TOP SECRET. “TOP SECRET had everything we
wanted, and CGA products have a veputation for

TOP SECRET allows the bank to set mean-
ingful security standards and centralize the admin-
istration of security across a system that uses more
than 600 terminals. Bob Wicksell says, “I can control
a specific user, to a particular terminal, to a day of
the week, to a time of day, to which data he can access
by which program under TOP SECRET. I am very
pleased with the system.”

CENTRAL ILLINOIS PUBLIC SERVICE

Chuck Darby, and Dan Reinhart of Central
Illinois Public Service Data Processing Division an-
ticipated a number of data stovage problems when the
decision was made to add a second IBM mainframe
computer to their operation. After evaluating prod-
ucts on the market, they chose Single Image Software
[from CGA’s Software Products Group.

“Without Single Image Software,” Darby
estimated, “we probably would need to invest an
additional $120,000 in salaries and havdware.”

Central Illinois Public Service’s combined
annual lease cost for Single Image Software is 15%
of this savings.




Software Shop

he Software Shop develops, designs,
T and distributes prepackaged software

systems to meet the automation needs

of companies involved in construction,

manufacturing, 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 for “small” 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
Software Shop products, and with the price of hard-
ware coming down every day, the market con-
tinues to broaden. At present, the prime
market for Software Shop software consists
of growing organizations grossing between 7%
$500,000 and $10,000,000. These companies
have a genuine need to manage information \
more efficiently and our software systems ad-
dress those requirements directly.

Most of the executives who manage
these companies are looking for systems to per-
form vital tasks such as job costing, ac-
counting, inventory control, and
distribution. They need an automated
solution to eliminate information back-
logs and bottlenecks. A solution that
will provide them with a competitive edge, not a
whole new set of problems.

The inflexibility or “general purpose” nature
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 dissatisfac-
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 carefully screened
and chosen on the basis of their ability to provide cli-
ents with ongoing technical support as well as soft-
ware and hardware systems. A commitment to the

CONSTROCTION -
SYSTEM

P ——

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 skilled 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 difficult to understand or
complicated to run, so we stress ease of use in every

product we design. All Soft-
ware Shop program
4 ,  commands are writ-
ten in plain English
% with an orientation to-
SR wards the language of
the end user. If the pro-
gram deals with account-
ing, user controls and
instructions are written
in language familiar to
Ny accountants. If the case
IS construction, manu-
facturing, or finance,
the same rule applies. When
the first time user runs a Software
Shop system, its language and struc-
ture are already familiar to him.

This is the industry trademark of the Soft-
ware Shop: sophisticated products designed for the
non-technical end user. Software Shop software is ‘

Operators Gk

Operotor's Guide

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
each new product we bring to the marketplace takes
full advantage of the latest innovations in technology. _
and hardware. In keeping with this commitment, (s
we’re announcing a very special piece of news this &

year: the adaptation of our first product for use on
the IBM Personal Computer.



For cost, capability

and service the IBM PC has
few equals. Combined with

our versatile software, the result

1s a powerful automation so-

lution at an unbeatable price.
Since we have been desig-

nated as an IBM Value
Added Dealer, we are empowered
to market IBM products together with our software.

In practical terms, this means that we will
now be able to offer prospective customers a com-
plete system that includes IBM hardware and Soft-
ware Shop software at a price tag that will place
automated systems at the disposal of thousands of
“small” businesses who are in need of automation.

CGA’s Software Shop subsidiary has already
established itself as an industry leader in the market-

quality of our products and our full service approach
to marketing ensure that the Software Shop will con-
tinue its profitable record and expand as a source of
business.

Jay Grabow, owner of Energy Housing, Inc., and Software
Shop dealer, Jim Howell, of Total Solutions, Tn.
“I can think of two jobs we got because of the system. Both re-
quired close control of the jobs. When we showed them the kind
of detailed reports our Construction System could generate on
request, it made all the difference.”

ing of prepackaged business software. The innovative

CONCORD STEEL CORPORATION

When Concord Steel Corporation, of Middle-
town, Connecticut, decided to switch from manual to
automated information systems, Bob Fasulo, Vice
President/ Finance, chose Stu Gross and Info Systems,
Inc., to help them make the change. Stu Gross was the
Software Shop’s Dealer of the Year in 1982. His six
man operation in Orvange, Connecticut blends mar-
keting skills and technical expertise to guarantee
that every client veceives exactly what he needs.

After Concord made the decision to automate,
Fasulo felt that “Stu Gross and Info Systems, Inc.
made it all happen right and made it happen quickly.
During the last six montbhs, the volume of our busi-
ness has increased by fifty percent, and without our

IBM desktop computer and the Software Shop’s
Distribution System, we’d be in a veal quandary.”

ENERGY HOUSING, INC.

Since Total Solutions, Inc., based in Ft. Col-
lins, Colorado, became a Software Shop dealer, Jim
Howell and bis staff have sold dozens of Construction
Systems to people ltke Connie and Jay Grabow, of
Rawlins, Wyominyg.

Information management became a critical
concern for the Grabows when their rapidly expand-
ing construction company, Emrgy Housing, Inc.,
outgrew their manual i ion system. So the
Grabows turned to Jim Howell, who analyzed their
business needs, then vecommended the Software Shop’s
Construction System and an IBM desktop computer.

Connie Grabow feels that “Jim Howell pro-
vided us with the kind of advice and support we
needed. He understood our business needs, not just
our computer needs. We ﬁeei that the system paid for
itself within six mont
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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 infancy, 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 fact 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
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 interface.”
Throughout all CGA’s
corporate endeavors, our

Ronald Ezring ;
Regional Vice President, Northeast Region

Glen E. Miller
Regional Vice President, Central Region

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
technical expertise to cre-
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 staff comprised of
some of the most accomplished men and women in
the business. We continually search for people with
the creativity, ambition, and 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
across the nation, it’s peo-
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

1

Michael Schermer
Regional Vice President, Sowthwest Region

(-A
Chavrles E. Aaron

Regional Vice President, Mid-Atlantic Region



ustom Software

and we listen to what they have to say. The ongoing
dialogue between CGA technical staff, management,
and marketing keeps our goals in clear sight and
translates into direct benefits for 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-
. tion, we have experienced
RichardE. Earley .
Regional Vice Preidet, Mid- West Region fifteen years of dynamic

and uninterrupted growth. The enthusiasm, creativi-
ty, and dedication of our people will insure that kind
of growth in the decade to come.

AT&'T TREASURY

ATETs recent agreement to a divesture that
created seven regional covporations comprised of
twenty-two local operating companies, created the
need for a new dividend reinvestment program suit-
able for ATST, yet flexible enough to be custom
tailored for every company involved in the divesture.
Under a deadline of January Ist, 1984, Frank
Vastano, District Manager of the Equity Systems
Group, chose CGA consultants to help meet that
deadline.

CNA INSURANCE

CGA consultants ave providing the CNA
Insurance companies with the additional manpower
and specialized skills required to help the company

lete numerous separate projects. Working out :y“
the Chicago Office, CGA professionals ave involved in
many aspects of the insurance giant’s data processing
operation, contributing technical assistance in Life,
Health, Property, and Casualty processing. (CNA,
with move than $9 billion in assets, is amony the
nation’s top 20 all-lines insurance ovganizations.)

CGA experts work with CNA’s data pro-
cessing staff to implement new software packages,
convert business to CNA systems, and design new
processing systems.

CNA has chosen CGA Computer Associates as
a ‘Preferved Vendor, a designation that veflects the
techmical competence of CGA consultants and their
ability to function as part of a client’s data process-
ing team.

MARYLAND NATIONAL BANK

Maryland National Bank recently decided to
automate its branch offices. To design and develop
such an extensive program, the bank wanted to aug-
ment its manpower and technical expertise. The deci-
sion was made to contract with an outside consultant.

Vice President Rich Ranelli chose CGA to
work alongside data processing professionals from
Maryland National. He described the service CGA
offers as “value added” because <. . . they donw’t just do
a job and vun. They care about the project and under-
stand the importance of a deadline.”

Richard Ranelli, Vice President, Maryland National Bank
“Our CGA consultants make a real contribution to what
we're trying to achieve.”
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Management’s Discussion and Analysis of
Financial Condition and Results of Operations
(Pooling of Interests Accounting Method)

(a) Results of Operations

The significant annual increases in consulting
revenues in fiscal 1982 and 1983 are attributable to
additional billable staff and rate increases of CGA’s
consulting services. The increase in consulting reve-
nues in fiscal 1982 over fiscal 1981 is after a revenue
drop of $1,553,000 in the Allen Services division
which was heavily concentrated in the depressed
automobile and heavy manufacturing industries.

Consulting costs as a percentage of consulting
revenues are approximately the same in fiscal years
1983 and 1982. However, this percentage has in-
creased as compared with fiscal 1981, which results
from additional consulting administrative costs re-
quired to support our continued growth.

The large annual increases in software revenues
results from expansion in the software products busi-
ness. Fiscal 1983 operations reflect eleven months of
software revenues of $1,420,000 from the acquisi-
tion of the Software Shoppe on June 1, 1982. Soft-
ware costs as a percentage of software revenues in
fiscal years 1981 and 1982 are approximately the
same. However, this percentage increased in fiscal
1983 as a result of additional technical costs required
to support our continued growth, operating costs
and the amortization of purchased software related
to the Software Shoppe, $461,000 of losses from the
disposal of a division and increased royalties and
commissions resulting from the sale of our products.

The increase in general and administrative ex-
penses is due to additional corporate expenses re-
quired to support our rapid expansion in consulting
and so :

In fiscal 1982, investment income increased
over 1981 due to additional funds available for in-
vestment. In fiscal 1983, the additional funds availa-
ble for investment were more than offset by the
reduction in interest rates during the period.

In fiscal 1982, special legal and accounting fees
of $1,150,000 represent those costs incurred in
connection with the SEC proceeding and the class
action suits. Furthermore, the Company recorded
$750,000 to cover all costs of settling the class action
suits in 1982.

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

The lower effective tax rate in fiscal years 1982
and 1983 than in fiscal 1981 is primarily attributable
to increased investment rax and research and devel-
opment credits and the larger investment in securities
whose income is partially or fully tax exempt.

(b) Liquidity and Capital Resources

The Company believes that it will generate cash
from operations sufficient to meet its working capital
needs. In addition, the Company has a $3,000,000
line of credit and has no long-term debt. Further-
more, the Company has over $8,000,000 in its non-
current marketable equity securities portfolio which,
if necessary, could be liquidated. The Company is not
aware of any demands, commitments, events or
uncertainties which will result in or which are reason-
ably likely to result in the Company’s liquidity in-
creasing or decreasing in any material way.

The Company’s gtgcrations require little capital
equipment and, therefore, the Company does not
have any material commitments for capital expendi-
tures.

(c) Inflation

The Company’s consulting services business is
labor dependent and it operates in a field in which the
demand for qualified professionals is great. Al-
though, inflation and competition for qualified in-
dividuals caused salaries to increase rapidly, the
Company has been able to maintain its consulting
profit margins while continuing to professionally
service its clientele. The software products segment
of the Company’s business has not been significantly
affected by inflation, principally because this segment
of the business is not labor intensive.
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ement’s Discussion and

Financial Condition and Results of Operations

(Purchase Accounting Method)

(a) Results of Operations

On February 27, 1981, the Company acquired
Allen Services Corporation. Accordingly, fiscal 1982
and 1983 include a full year’s results from Allen
while fiscal 1981 includes two months.

The significant annual increases in consulting
revenues are attributable to the inclusion of the Allen
Services division for a full year in fiscal 1982 as com-
pared with fiscal 1981 and additional billable staffand
rate increases of CGA’s consulting services in fiscal
1982 and 1983.

Consulting costs as a percentage of consulting
revenues are approximately the same in fiscal years
1983, 1982, and 1981. However, revenues have in-
creased to offset the additional consulting adminis-
trative costs required to support our continued
growth.

The large annual increases in software revenues
results from expansion in the software products busi-
ness and the inclusion of the Allen Services division
for a full year in fiscal 1982 and 1983. Fiscal 1983
operations reflect eleven months of software rev-
enues of $1,420,000 from the acquisition of the
Software Shoppe on June 1, 1982. Software costs, ex-
clusive of the amortization of software packages, as a
percentage of software revenues increased in fiscal
1983 over 1982 as a result of additional technical
costs required to support our continued ﬂg op-
crating costs of the Software Shoppe, $461,000 o
losses from the disposal of a division and increased
royalties and commissions resulting from the sale of
our products. The large increase in software operat-
ing costs, exclusive of software amortization, in fiscal
1982 as compared with fiscal 1981 results from the
inclusion of the Allen Services division for a full year
in fiscal 1982. However, revenues increased more
rapidly than such costs in fiscal 1982 as compared
with fiscal 1981.

The increase in general and administrative ex-
penses is due to additional corporate expenses re-
quired to support our rapid expansion in consulting
and software.

Operating income includes amortization of
$392,000, $2,354,000 and $2,581,000 of software
packages in fiscal years 1981, 1982, and 1983, respec-
tively.

In fiscal 1982, investment income increased over
1981 due to additional funds available for invest-
ment. In fiscal 1983, the additional funds available for
investment were more than offset by the reduction in
interest rates during the period.

In fiscal 1982, special legal and accounting fees
of $1,150,000 represent those costs incurred in
connection with the SEC proceeding and the class
action suits. Furthermore, the Company recorded
$750,000 to cover all costs of settling the class action
suits in 1982.

As a result of the amortization of software pack-
ages of $2,354,000 and $2,581,000, respectively, in
fiscal 1982 and 1983, and the amortization of
$1,312,000 of goodwill (not deductible for tax pur-
poses) in both periods and special professional fees
and the provision for settlement of litigation in fiscal
1982, the Company incurred losses in 1982 and 1983.

The provision for income taxes in 1982 and 1983
results from certain expenses, goodwill amortization
and a portion of the software amortization, which are
not tax deductible.

(b) Liquidity and Capital Resources

The Company believes that it will generate cash
from operations sufficient to meet its working capital
needs. In addition, the Company has a $3,000,000
line of credit and has no long term debt. Further-
more, the Company has over $8,000,000 in its non-
current marketable equity securities portfolio which,
if necessary, could be liquidated. The Company is
not aware of any demands, commitments, events or
uncertainties which will result in or which are rea-
sonably likely to result in the Company’s liquidity in-
creasing or decreasing in any material way.

The Company’s operations require little capital
equipment and, therefore, the Company does not
have any material commitments for capital expendi-
tures.

(c) Inflation

The Company’s consulting services business is
labor dependent and it operates in a field in which the
demand for qualified professionals is great. Al-
though, inflation and competition for qualified in-
dividuals caused salaries to increase rapidly, the
Company has been able to maintain its consulting
profit margins while continuing to professionally
service its clientele. The software products segment
of the Company’s business has not been significantly
affected by inflation, principally because this segment
of the business is not labor intensive.



Report of Independent Accountants

FICcC: . 65 MADISON AVENUE

MORRISTOWN, NJ 07960

aterhouse iEi i

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 stockholders’ equity for each of the three years in the period ended April 30, 1983
prepared on both the pooling of interests and purchase methods of accounting. This dual presentation has been made
pursuant to undertakings and provisions contained in a Settlement Agreement with the Securities and Exchange
Commission as summarized in the following paragraph. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

On July 16, 1981, the Securities and Exchange Commission commenced an administrative proceeding against
the Company concerning the appropriate accounting accorded a business combination with Allen Services
Corporation consummated in February 1981. As more fully described in Note B, on January 27, 1982 the Company
entered into a Settlement Agreement with the Securities and Exchange Commission. Pursuant to the undertakings and
provisions of such Agreement, the Company is presenting dual financial statements which give effect to the business
combination with Allen Services Corporation under both the pooling of interests and purchase methods of accounting
without either designated as supglmcntal in relation to each other.

The dual presentation of financial statements is in conflict with the generally accepted reporting standard which
requires that a business entity have only one set of primary financial statements presented in conformity with generally
accepted accounting principles. Price Waterhouse was not appointed as the Company’s independent accountants until
May 28, 1981, and is not a party to the Settlement Agreement. Were it not for the undertakings and provisions
contained in the Settlement Agreement, the reporting standard referred to above would require the Company to
identify a primary set of financial statements. If we concurred that the primary set of financial statements so identified is
in conformity with generally accepted accounting principles, we would be obligated under our professional standards
to report on the primary financial statements and to render an adverse opinion on the other financial presentation.
Accordingly, we are unable to report, and do not report, that either financial presentation presents fairly the
consolidated financial position, results of operations or changes in financial position of the Company in conformity
with generally accepted accounting principles.

Our report dated July 2, 1982 on the 1982 and 1981 separate consolidated financial statements was qualified as
being subject to the effect on both consolidated financial statements of such adjustments, if any, as might have been
required had the ultimate outcome of certain class action suits been known. As explained in Note C, the class action
suits were settled on December 22, 1982 at a cost approximating the Company’s provision of $750,000 which was
recorded in the results of operations for the year ended April 30, 1982. Accordingly, our present report on the 1982 and
1981 separate consolidated financial statements, as presented herein, is no longer qualified with respect to this matter.

In conformance with the Settlement Agreement, we report that the separate consolidated financial statements
examined by us present fairly the financial position of CGA Computer Associates Inc. and subsidiaries at April 30, 1983
and 1982 and the results of their operations and changes in their financial position for each of the three years in the period
ended April 30, 1983, in conformity with the two accounting methods ch(;Scribcd in the undertakings and provisions of
the Settlement Agreement, consistently applied.

June 10,1983
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CGA Computer Associates Inc.

Consolidated Statements of Income
Pooling of Interests Accounting Method

(Notes A and B)
(Dollars in thousands except per shave amounts)

Revenue (Note A)

COnSIEAE SERVICRRL S TS0 s e o5 i s s alonis stusla ols)s
SOMWEIE DEGHIEES v o5 S an s oo st et e a5

Operating costs and expenses

ConSUBBFEEIVICES . +» paeiiainis scley s a sl s 231575 a7
SORWATS DEOURICES i o7 5001w s o 60 8 6 AR Fap Gyt o (oalile
Amortization of software packages (Note A). .. ..........
General and administrative. . ... ...... ..o

OPCTATIRTINCOIIS &(o a0/ o e a A 4w ba a¥a0s <ns e ax

Other income (deductions)

IDVEStMCAT INCOME = TCE ¢+ v i < e v a5 sama
Special proféssional fees ... < . wo G cvaie Sl va s
Provision for settlement of litigation (Note C) . ..........

INCOME DEIOTE TAXCE i+ icos < s ilsierore sls alnfard bt siw oo als

Income tax provision (Notes AandI) ...................

Net income before distributions to stockholders
of Allen Services Corporation in 1981

and after related tax provision .. .........00ceiiaiiain

Net income per share (Note A):

PTRRET S o e S a1, o vronls wml ) < ek SIS bs 5 e mi ocvr v s
Fally ittt o SU7500 5 e R S aR T e e n e s b

Weighted average number of shares used in
computation of per share data:

Ly e i s S G R S e B e e e s s s
Follyieiunedin,. .. 8, R LYE SR PEN AL dh S P

*Reclassified for comparative purposes.

Years Ended April 30,

1981+ 1982* 1983
$ 16400 § 19644  $ 23214
3,958 6,210 9916
20,358 25,854 33,130
13,347 16,516 19,551
2,374 3,543 6,500
— — 227
1,038 2,105 3,188
16,759 22,164 29,466
3,599 3,690 3,664
640 1,021 958

R (1,150) 2

- (750) —
640 (879) 958
4239 2,811 4,622
2,064 1,175 1,957
$ 2175 § 1636 $ 2665
el T I LS
FE T, GgaTNEg s
3,007,907 3281714 3434643
3,107,907 3281714 3,528,790

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



CGA Computer Associates Inc.

Consolidated Statements of Operations
Purchase Accounting Method

(Notes A and B)
(Dollars in thousands except per share amounts)

Revenue (Note A)
COnsOlEnESCIVIORS Jiii/a 0a% b R CaTE e AT £aap s raies o ils
SORWAIS PROGUBES ' ae 11 515% 55 o v len b iaia sid ot bista ra oon isass

Operating costs and expenses
CCORSTBNE BOIVICEE 1 7 - vistaeiviis, #is e a0 Fiansion o 34 <o Wo01e13
SOITWATCDIOANCES | - & v s srd/os siaievais antia s srica 4o dsio%
Amortization of software packages (Note A) ............
General and administrative. . . ... .. oo i i ian

OPEIINDINOOMIE < & - 4a s aiad s 3l dnsiatebatia s we &io 55730

Other income (deductions)
INVESHCAT INCOME—NBE 1oL caive Siathes sl 17s! b alalisra o4 sniers
Special professionalfecs’. -1 5 vy S uitie ety e ais b e
Provision for settlement of litigation (NoteC) ...........
Amortization of goodwill (Note A) . ............... ...

Income/(1oss) befora taxes o 20s i iainin e sioma ni e

Income tax provision (Notes AandI) ...................
i e el vyt (oo e Vo e g R ST DL oo ) (s SR e

Net income (loss) per share (Note A):
PRIREEY.. ol o S e e rm e 0 i o e e b o ¢
SV T e e PR T I P PR

Weighted average number of shares used in
computation of per share data:

*Reclassified for comparative purposes.

Years Ended April 30,

1981+ 1982* 1983
$ 13733  § 19644  § 23214
1,777 6,210 9.916
15,510 25,854 33,130
11,629 16,516 19,551
1,127 3,543 6,500
392 2,354 2,581
724 2,105 3,188
13,872 24518 31,820
1,638 1,336 1,310
536 1,021 958

= (1,150) =

L (750) A
(219) (1,312) (1,312)
317 (2,191) (354)
1,955 (855) 956
1,140 244 970
$ 815 § (1,099 $ (14
S 35, R i)
W 8 (3 % Eon)
1961,667 3281714  3,434.643
1961667 3281714 3528790

The accompanying notes are an integral part of the consolidated financial statements.
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CGA Computer Associates Inc.

Consolidated Balance Sheets
Pooling of Interests Accounting Method
(Notes A and B)
(Dollars in thousands)
April 30,
ASSETS 1982 1983
Current Assets
Cash and interest bearing deposits (including time deposits of $7,755
ang) ST 40708 WE o8 555 5105 53 0 70 T R e Al TR SR § 7,880 $ 1,634
Marketable equity securities, at market value (Note F). . . .............. 97 387
Receivables
RTACCRPIR b i ol L T s B b e e B 5,498 8,021
OHREE INOEETNI o 4 eiiints, 2us, s oo o 5 S RHeERE T8, (oo 5 wins oriwEa [od 556 253
Preparcl aaxes Stk oS ¢ == 2 win S e SR G L saeilie s s e sha bty 439 416
TFOLA] CHNTERTASSCTE) v aicoe10 /e 35t o) o1 allmoLa AL foss Toielte, wie ndizalioin L epe 14,470 10,711
Equipment and Leasehold Improvements, at cost (Note A)
OrHRe o SODIDINE 1., ot etanter b AR <o b\ b o e nm o R 1,402 1,678
Jicaschiold IMPPOVEMERTS. .« o « v «sisiva s wigiisales oo osio/sia <o s sianiaiioa s 129 289
1,531 1,967
Less—Accumulated depreciation .. .. ....c.ovvreniriniannnans 395 681
1,136 1,286
Other Assets
Software packages acquired, at fair value less accumulated
amortiZation OF S 227 U INOLC A | o b x o s 0 asie s epeivi s 8 o5 850 e - 1,014
Marketable equity securities, at market value (Note F) ................ — 8,045
&7 0T S L R Pl S e P RS i oSN et el O e eI S e T 74 75
74 9,134
$15,680 §$21,131
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
ACCOMMES PAYRBIE: 1025 orsis wtimiotit win whelawioem sl an 56 olitassiers 4 s hiduce $ 268 $§ 246
Acctied Babilities (INOIE G- vs v S e et v 5 s s feiabatlvis) Staotere s 2,426 3,166
Deferred incometaxes (Noteg' Aand I} coocesdos suiscie s swauisn Us sues 1,543 2,357
Foral cimrent Habilities o o Soiie i Salla Sns ki s irets Seiearlas s visie 4,237 5,769
Redeemable common stock, 50,000 shares (NotesAand D). . ........... _ 337
Stockholders® Equity (Notes B and E)
Common stock, par value $.10, authorized 5,000,000 shares; issued and
outstanding 3,265,873 and 3,323,953 shares . .. .................. 327 327
APt XA OF PRV ST Rty hncr 30 wrsiehere o s o 4963 5,967
5,290 6,294
RO CPTUNEEN. 10 3 54 5o wir o s e RO R o 0 v/ 3w g 70 § ool 6,153 8,781
Net unrealized loss on marketable equity securities (Note F) ... ......... — (50)
11,443 15,025
Commitments and Contingent Liabilities (Notes C and K)
$15,680 $21,131

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




CGA Computer Associates Inc.

Consolidated Balance Sheets
Purchase Accounting Method
(Notes A and B)
(Dollars in thousands)
April 30,
ASSETS 1982 1983
Current Assets
Cash and interest bearing deposits (including time deposits of $7,755
ARSI TN, e d it MR et ST I LT o W GO $ 7,880 $ 1,634
Marketable equity securities, at market value (Note F). .. .............. 97 387
Receivables
RSy, ars s im0 Sa S f s ey s e o elale s e e D 5,498 8,021
5 T G RRN py FEE NSy L Y e 556 253
Prepad tanes sl OEREY 7 o0 o A REE s il by a e o DTRG0 B 439 ___416
Total currentassets ......... R BE- L e R 14,470 10,711
Equipment and Leaschold Improvements, at cost (Note A)
Porniure and SOWUPOISIIE - siis s sirost s ntia s ils v 3reba e g e mieins ols 1,310 1,586
Joease ROl ITIDTONCTRERES . << s hit w® e 1o 6 5m &3 v oo o IR e o 5 123 283
1,433 1,869
Less—Aocurmulated deproCiation .5« voves - - 6o hding e bnans 5o 297 583
1,136 1,286
Other Assets
Software packages acquired, at fair value less accumulated
amortization of $2,746 and $5,327 (Note A) . . .. ... n. 9,024 7,684
Goodwill, less accumulated amortization of $1,531
Al S2Z. 883 (NICRE AN < 7w i s St s Slare os s 5w o s e ate TS 5,031 3,719
Marketable equity securities, at market value (Note F) ................ — 8,045
ORhEr: o N 1 KL T S Y, e e 74 75
14,129 19!523
$29,735 $31,520
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
ACOORIIES IAYABNR (008 5 S e o caiele ae e o e woeta L it v v e o i $ 268 § 246
Accnied abrines (INOEEEN -5 F o 0 Lt o« ol i s s a satea s 2,426 3,166
Deferred income taxes (Notes Aand T)- : oo voan vans son sacwniv e s 1,543 2,357
Total cHrrent HaBTIHES L - § e iesiia oo b i souioitararsa Sials 4,237 5,769
Redeemable common stock, 50,000 shares (NotesAand D). . ........... — 337
Stockholders’ Equity (Notes B and E)
Common stock, par value $.10, authorized 5,000,000 shares; issued and
outstanding 3,265,873 and 3,323,953 shares . . . .............. ... 327 327
Capitil 1 ExCess OF PR DRSS, o o/ wveresaecmsin sox IenerdnsSnr sgle 23,381 23,398
23,708 23,725
Rt Sarmmigs LI DO s I, o P ol vt v v s s e o o o0 1,790 1,739
Net unrealized loss on marketable equity securities (Note F) ... ......... — (50)
25498 25414
Commitments and Contingent Liabilities (Notes C and K)
9755 $3L520

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




CGA Computer Associates Inc.

Consolidated Statements of Changes in Financial Position
Pooling of Interests Accounting Method

(Notes A and B)
(Dollars in thousands)
Years Ended April 30,
1981 1982 1983
Sources of working capital
From operations
e s el G T At R T $2,175 $1,636 $2,665
Charges to income not affecting working capital
Depreciation and amortization of equipment and
leaschold improvements and software packages . . . .. 89 163 513
Tax effect related to distributions to
SOCKBOIEES OF ASC o0 40300 ¥/0 Lo tain g b g als ol w7 900 — —_
CMBEE 20 5 0 o 56 ates ore s s N b a o Ol 12 24
3,176 1,823 3,178
Other sources of working capital
Proceeds from sale of common stock. . .. ...ou i 3,731 == =
Issuance of redeemable common stock relating to
ANACOMUSIHON . =« <335 6o vdmin s sl wmGte Ol 2o wislsrsrassis = = 300
Tax effect relating to taxable pooling credited to
capital in excessof parvalue. . . ... .. coaaiii il 150 931 987
Disposals of furniture and equipment. . .............. l . 53
&, TS S R R R e, P s R __106 9 17
3,987 940 1,357
Total sources of workingcapital . ................. 7,163 2,763 4,535
Applications of working capital
Distributions to stockholdersof ASC . . .. .............. 1,817 - —
Acquisition of fixed assets ($110) and software
packages ($1,236) relating to an acquisition .. ......... —_ — 1,346
Additions to equipment and leaschold improvements . . .. .. 172 830 379
Purchases of marketable equity securities ............... — — 8,095
AR e o a5 Pt o al by i TSk o ey R s A i 25 23 6
Tortal applications of working capital . . . ............ 2,014 853 9,826
Net increase (decrease) in working capital . ............... $5,149 $1,910 $(5,291)
Changes in components of working capital
Increase (decrease) in current assets
Cash and interest bearing deposits .................. $3,200 $2,358 $(6,246)
Marketable SquIty SCOUNIGES . < 25 o S iias @ on oo araisivs (36) (108) 290
Receivables—trade. - .0 cilava paie wdis it aivisvw o o 899 1,299 2,523
Receivables—ORE. . i usis/ali 3 iazaglem as aiarn o wies 380 16 (303)
Prepaldtaxes AA OLRCT ;- 5 iciats ov mivisiale via waslslenin dan 528 (129) (23)
INé&t increase (eCrease) < vy =i i wslaise s &os 4,971 3,436 (3,759)
(Increase) decrease in current liabilities
RECOUNEYPINABIC - .0 «1n o bimis i Al o ool nes b pac 86 (40) 22
ACCIUOA HABIENICH. o .. o ccols oolinese atinmianer o sistoigonoin 41t b 312 (1,630) (740)
PHACITCd INCOME LARES 1 &« whisaois 2% siore SYaleie wiss imealeis sioe (220) 144 (814)
ol [ 13 s n oL s Lo e L7 ML O SRS R 178 (1,526) (1,532)
Net increase (decrease) in working capital . ............... $5,149 $1,910 $(5,291)

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



CGA Computer Associates Inc.

Consolidated Statements of Changes in Financial Position

Purchase Accounting Method
(Notes A and B)
(Dollars in thousands)
Years Ended April 30,
1981 1982 1983
Sources of working capital
From operations
INSEIRCOINE (1OBE) /2wl it e vt s ok st ora idsa e s b v $ 815 $(1,099) $ (14)
Charges to income not affecting working capital
Depreciation and amortization of equipment and
leasehold improvements . .......... ... ... 45 163 286
Amortization of software packages and goodwill . . . . .. 611 3,666 3,893
(2,71 SR R e R SR e S 21 24 —
1,492 2,754 4,165
Other sources of working capital
Increase in common stock and capital in excess
of par value for value ascribed to stock
issued in the ASC acquisition .. ...........c..uuu.s 19,500 — —
Proceeds from sale of commonstock. . ............... 3,731 — —_
Issuance of redeemable common stock relating to
A ACOUISHEON -2 o i e e v e e e s b e — s 300
Disposals of furniture and equipment . . . . ............ — — 53
L0 I S O A S e e S A e AR, 26 9 17
23,257 9 370
Toral sources of working capital .................. 24,749 2,763 4,535
Applications of working capital
Acquisition of equipment and leasehold improvements
(8223), software packages ($11,770) and value ascribed to
goodwill ($6,562) relating to the ASC acquisition. . . . . . . 18,555 - —
Acquisition of fixed assets ($110) and software
packages ($1,236) relating to an acquisition .. ......... — — 1,346
Additions to equipment and leasehold improvements . . . . . . 147 830 379
Purchases of marketable equity securities ............... — — 8,095
DB sk ks viaimlie o5 sl ras s AR AN AR NS, 2hs B 5 27 23 6
Total applications of working capital . . .. ........... 18,729 853 9,826
Net increase (decrease) in working capital ................ $ 6,020 $ 1910 $(5,291)
Changes in components of working capital
Increase (decrease) in current assets
Cash and interest bearing deposits . ................. $ 4,098 $ 2,358 $(6,246)
Marketable equity securities . . . ... ..., (36) (108) 290
Receivables—trade .ot o c ries i e ae oo 2,301 1,299 2,523
Receivables —Other .. vaivninn v worwnialsss smmeiore ais iz s 530 16 (303)
Prepaid Sooes ane oo b ' it St s sraiaetaide aesla 552 (129) (23)
NeCInErease (deEmase) it o &8 Tt o a5 kiawaacars wa a1 7,445 3,436 (3,759)
(Increase) decrease in current liabilities
Acoounts payable . ...« i v e v as st e y5sie vy e s (24) (40) 22
Acrrived HABIIGES™ 4 &/ oo o d Fd By s o) bkt d s b s (54) (1,630) (740)
Dieferied GO BIRES s AP s We ety | ol e o il (1,347) 144 (814)
N (INKICasE) L1 ie o 3 o mri et f et v €isv's o vk 9 o5 v (1,425) (1,526) (1,532)
Net increase (decrease) in working capital . ............... $ 6,020 $ 1,910 §(5,291)

The accompanying notes are an integral part of the consolidated financial statements.
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CGA Computer Associates Inc.

Pooling of Interests Accounting Method

(Notes A and B)
(Dollars in thousands)

Consolidated Statements of Changes in Stockholders’ Equity

Years Ended April 30,1981, 1982 and 1983

Balances at April 30,1980 ... ..

Stock bonus to officers

and employees . . ..........
Publicaffeting. . & 2. v dolinens
3-for-2 stock split
Shares issued in pooling . . . .. ..
Tax effect relating to

taxable pooling ...........
Distributions to stockholders of

Allen Services Corporation . . .
Tax effect related to distributions

to stockholders of Allen

Services Corporation . ... ...
NECIDCOME /s v 0 vs v winismin 214 s

Balances at April 30, 1981

Tax effect relating to

taxable pooling ...........
Stock bonus to employees . . ...
INEEINOOME = v/vis a1s. valsis/ e 5 b

Balances at April 30,1982 .. ...

Tax effect relating to

taxable pooling . ..........
Exercise of stock options ... ...
Redeemable shares
Shares retired

Decline in marketvalue .. ... ..
INELIGOEDE: . -5 7wty o'y 0o

...........

Net
U mﬂlisz
Common Stock Capital in Marketable
$.10 Par Value Excess g Retained Equity
Shares Amount Par Vi Earnings Securities Total
949,276 $ 95 $§ 351 $3,259 $— $ 3,705
3,389 o 23 — — 23
300,000 30 3,701 = — 3,731
626,319 62 (62) = — —
1,385,356 139 (139) =— — =
— — 150 — — 150
o = = (1,817) — (1,817)
= P = 900 = 900
= == = 2,175 — 2,175
3,264,340 326 4,024 4,517 — 8,867
= = 931 — — 931
1,533 1 8 — — 9
= — — 1,636 — 1,636
3,265,873 327 4,963 6,153 — 11,443
= = 987 — — 987
12,000 1 66 — — 67
50,000 — — (37) — (37)
(3,920) (1) (49) — — (50)
== == = e (50) (50)
—_— — S 2 ,665 = 2 a“ 5
3,323,953 $327 $5,967 $8,781 $(50) $15,025

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



CGA Computer Associates Inc.

Consolidated Statements of Changes in Stockholders’ Equity
Years Ended April 30,1981, 1982 and 1983
(Notes A and B)
(Dollars in thousands)
Net
Unrealized
Common Stock T L
3.10 Par Value e M%’;*;TS"’ g
Shares Amount Par Value Earnings _Securities Total

Balances at April 30,1980 ..... 949,276 $95 8§ 350 $2,074 $— $ 2,519
Stock bonus to officers

and employees . . .......... 3,389 — 23 —_— — 23
Publicoffering. «....« vcuvnis 300,000 30 3,701 — —_ 3,731
3-for-2 stock split ........... 626,319 62 (62) — —_ —
Shares issued in purchase . . . . .. 1,385,356 139 19,361 — — 19,500
NECINCOME .. 51005 = o8 <500 4l — — — 815 — 815
Balances at April 30,1981 ..... 3,264,340 326 23,373 2,889 — 26,588
Stock bonus to employees . . . .. 1,533 1 8 e — 9
MeEIosn: , BBl 2l s sitsssn — — — (1,099) — (1,099)
Balances at April 30,1982 . .... 3,265,873 327 23,381 1,790 — 25,498
Exercise of stock options . ... .. 12,000 1 66 — = 67
Redeemable shares .......... 50,000 — — (37) — (37)
Sharesretited oo 2o m (3,920) (1) (49) — (50)
Decline in market value . .. .. .. = = — — (50) (50)
7 3 R RO AT B O — — — (14) — (14)
Balances at April 30,1983 . . ... 3,323,953 $327  §$23,398 $1,739 $(50) $25414

The accompanying notes are an integral part of the consolidated financial statements.
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CGA Computer Associates Inc.

Notes to Consolidated Financial Statements

Note A—Summary of Accounting
Policies:

A summary of the significant accounting poli-
cies consistently applied in the preparation of the ac-

companying consolidated financial statements of
CGA Computer Associates Inc. (Company) follows:

1. Basis of Presentation:

As more fully described in Note B, on January
27, 1982 the Company and the Securities and Ex-
change Commission (Commission) reached a settle-
ment relative to the reporting of the Company’s
February 27, 1981 acquisition of Allen Services Cor-
poration (ASC). The Company accounted for the
ASC acquisition on the pooling of interests method
of accounting and pursuant to the terms of the settle-
ment with the Commission the Company also is re-
quired to present audited financial statements which
account for the ASC acquisition on the purchase
method of accounting. Accordingly, the accompany-
ing consolidated financial statements and notes
thereto report the ASC acquisition on both the pool-
ing of interests and purchase methods of accounting
without either designated as syplemcntal.

The more significant difterences between the
two methods of accounting are the recording of cer-
tain assets, the amortization of those assets, the re-
cording of the tax effects of such amortization and
the time period relative to the inclusion of the results
of operations of ASC in the consolidated statements
of income of CGA. When measured against the fair
value of CGA shares exchanged, which were inde-
pendently appraised at $19,500,000, the application
of the purchase method of accounting to the ASC
combination results in the recording of software
packages and goodwill, which are being amortized
over a five year period commencing with the date of
acquisition. Amortization of the soﬁware packages is
deductible for income tax purposes; however, the ac-
counting for such tax deduction is different under the
purchase and pooling methods of accounting as
described in Note I.

The application of the purchase method of ac-
counting as compared to the pooling of interests
method of accounting for the ASC combination re-
sulted in an increase in total assets and stockholders’
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 difference in net income is
due to reporting only two months of ASC’s opera-

tions in the purchase income statement compared to
a full year in the pooling of interests income state-
ment (see Note G for pro forma results of operations
under the purchase method of accountinfgri;

As a result of the amortization of software pack-
ages and goodwill and the relared tax effect, net in-
come under the pooling of interests method of
accounting would exceed the purchase method of ac-
counting by approximately $2,700,000 per year over
the five year amortization period. After five years,
the Company’s reportable net income under either
method would be the same. Further, the Company’s
cash flow during the five year amortization period
would be identical under both methods of account-
ing. The Company’s balance sheet at the end of the
five year period would be the same except that two of
the components of stockholders’ equity, capital in ex-
cess of par value and retained earnings, would differ
in offsetting equal amounts.

Prior to its acquisition by the Company, ASC
made significant distributions to its stockholders
which, for the pooling of interests accounting pre-
sentation, have been reflected as charges to retained
carnings and the tax effects computed on these distri-
butions have been reflected 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 compensation of $200,000 by the
Company to the former stockholders of ASC, are not
reflected in the accompanying consolidated income
statements. Pursuant to an agreement, the income
tax liabilities on such distributions will be the respon-
sibility of the stockholders of ASC and, accordingly,
the amounts that otherwise would have been pro-
vided for such liabilities have been credited to re-
tained earnings in the accompanying consolidated
balance sheets prepared on the pooling of interests
accounting method.

2. Principles of Consolidation:

The consolidated financial statements prepared
under the pooling of interests accounting method for
the years ended April 30, 1981, 1982 and 1983 in-
clude the accounts of the Company (including ASC)
and its wholly-owned subsidiary, CGA Software
Products Group, Inc. The consolidated financial
statements prepared under the purchase method of
accounting for the years ended Afpril 30, 1981, 1982
and 1983 include the accounts of the Company and



its wholly-owned subsidiary and ASC from February
28, 1981. Under both methods of accounting, the
consolidated financial statements include the ac-
counts of the Software Shoppe, a wholly owned
subsidiary, from June 1,1982 (see Note D). All signi-
ficant intercompany accounts and transactions have

been eliminated.

3. Basis of Revenue Recognition:

Revenue from consulting services, performed
principally on a time and material basis, is recognized
as the work is performed, at agreed upon billing
rates. Revenue g'gm proprictary software products,
which are marketed to customers primarily under
annual and perpetual license arrangements, is recog-
nized at the time the product is installed and uncon-
ditionally accepted by the customer.

4. Equipment and Leasehold Improvements:

Depreciation is principally provided on the
straight-line method over estimated useful lives of 3
to 8 years, inclusive of computer hardware which is
depreciated over 5 years. Leasehold improvements
are amortized over the lives of the respective leases or
the service lives of the improvements, whichever is
shorter.

Maintenance and repairs are charged to costs
and expenses as incurred. Major renewals and better-
ments are capitalized. Any gains or losses resulting
from the sale or disposal of assets are included in
income.

5. Amortization of Software Packages
and Goodwill:

The application of the purchase method of ac-
counting to the ASC combination results in the re-
cording of software packages and goodwill. The fair
value of software packages, $11,770,000, which is
based upon an independent appraisal, and goodwill
in the amount of $6,562,000, are being amortized
on a straight-line basis over their estimated useful
lives, a five-year period. Under both methods of ac-
counting, the purchase of the Software Shoppe (see
Note D), results in the recording of $1,236,000 of
software packages, which is based upon an indepen-
dent appraisal. These packages are being amortized
on a straight-line basis over a five year period.

6. Income Taxes and Investment Credit:

Deferred income taxes are provided for transac-
tions reported in different periods for financial state-
ment and income tax purposes and principally relate
to the cash basis of reporting for tax purposes.

Investment tax credits are accounted for by the
“fow-through™ method, which recognizes the cred-
its as reductions of income tax expense in the year
utilized.

7. Earnings Per Share:

Primary and fully diluted earnings per share of

common and common equivalent shares have been

computed based on the weighted average number of
shares outstanding during each year including the
dilutive effect of stock options and have been retroac-
tively restated for stock splits and, under the pooling
of interests accounting method, for shares issued in
connection with the ASC combination. The differ-
ence between the fair market value ($6 per share) of
the 50,000 shares issued in connection with the Soft-
ware Shoppe acquisition (see Note D), and the re-
demption price (% 10 per share) is charged to retained
earnings over the life of the holder’s redemption op-
tion period and deducted from net income in calcu-
lating earnings per share.

Note B— Securities and Exchange
Commission Administrative Proceeding:

The Company acquired all the assets and busi-
ness and assumed the habilities 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 of the computer software program packages
that had been marketed by ASC under license from
Allen and Fischer. In consideration for the software,
net assets and business acquired, the Company issued
an aggregate of 1,385,356 shares of common stock
to ASC and to Allen and Fischer and on April 7,1981
filed a registration statement which covered the sec-
ondary cgublic offering and sale of 1,050,000 shares,
of which 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-
spect to the accounting treatment of the Company’s

uisition of ASC in the registration statement filed
with the SEC which became effective 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 with generally accepted accounting principles
and had a materially misleading effect on the financial
statements contained in the registration statement.

An Offer of Settlement was made by the Com-
pany on December 15, 1981 solely for the purpose of
resolving the administrative proceeding and without
the Company admitting or denying the allegations of
the SEC in the proceeding, without trial or adjudica-
tion of any issue of fact or law and without anything
contained in the settlement or disposition of the
proceeding constituting an adjudication, admission
or evidence with respect to any matter referred to
therein.

The Commission’s Order dated January 27,
1982, accepting the Company’s Offer of Settlement,
ordered the Company to comply with the undertak-
ings and did not object to the provisions contained in
the Offer of Settlement. Pursuant to the undertak-
ings and provisions in the Offer of Sertlement, the
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Company will report in all financial statements and
selected financial data required under registration
statements filed pursuant to the Securities Act of
1933, and periodic reports and proxy reports filed
pursuant to the Securities Exchange Act of 1934, and
in its annual report and all other written communica-
tions to shareholders and press releases the Acquisi-
tion Transaction on both a pooling of interests and
purchase method of accounting, both in equal prom-
mnence. The term “equal prominence™ means that the
Company will not designate either the pooling of in-
terests or purchase method of accounting financial
statements as supplemental. This method of presen-
tation will continue during the time period that such
financial statements reflect a material difference in net
income or trend in net income as a result of using the
pooling of interests method as distinguished from
the purchase method of accounting,

Note C—Litigation:

Class action suits were filed against various
parties, including the Coun:{:my, its directors, certain
officers, and Allen and Fischer, alleging among other

ings, that the Prospectus issued in connection with
the April 7, 1981 sale by Allen and Fischer of the
Company’s common stock contained materially false
and misleading statements, The actions were consoli-
dated and the parties have agreed to a settlement of
the actions. At a hearing on December 22, 1982 the
settlement was apFrovcd by the court. The Com-
pany’s provision of $750,000 in fiscal 1982 approx-
imated all costs involved in settling claims.

Note E—Common Stock:

On November 23, 1982, the Company com-
menced an arbitration proceeding against Addison
Fischer in New York, New York, before the Ameri-
can Arbitration Association, seeking to obtain relief
by reason of Fischer’s 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 compensa-
tion and damages. A tem restraining order has
been issued by the chs:;lmgistrict Cmgu-l: for the
Southern District of Florida, enjoining Fischer from
breaching his employment agreement. In the opin-
ion of management, such litigation will not have a
material effect on the operations or financial condi-
tion of the Company.

Note D— Acquisition:

On June 1, 1982, the Company purchased the
net assets and business of the Software Shoppe for
$1,045,000 in cash and 50,000 shares 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
Software Shoppe develops accounting application
software programs, which it markets primarily to
small and medium sized companies. The consoli-
dated operating results would not have been materi-
ally different had the above acquisition been made at
the beginning of fiscal 1982.

During September 1981 the Company terminated its January 1981 stock option plan and adopted a Non-
ualified Stock Option Plan and an Incentive Stock Option Plan under which a maximum of options for 500,000
shares may be granted to directors, officers and employees. The exercise price is equal to the market value on the date
of grant, provided, however, that under the Incentive Stock Option Plan the og)tion price for an employee who

owns more than 10% of the total combined voting power of all classes of stock o

the Company is equal to 110% of

the market value on the date of grant. Options granted pursuant to these plans may be exercised up to ten years after
the date granted. These options are generally exercisable at a cumulative rate of between 20% and 25% per year
commencing one year from the date of grant, and expire ten years following the date granted. Transactions in the

stock option plans are summarized as follows:

Nongualified Plan Incentive Stock Option Plan
Number Option Price Number Option Price
of shares (Range per share) of shares (Range per share)
Outstanding at April 30,1981 —_ —
Optionsgranted =, oo vsoiasas 127,229 $5.25-§ 6.00 205,771 $5.25-§ 6.25
Optionscancelled . . ............. — (500) $5.50
Outstanding at April 30, 1982 127,229 $5.25-§ 6.00 205,271 $5.25-$ 6.25
Optionsgranted . . . ..o vvnunss 54,244 $6.00-$11.00 123,018 $5.13-811.00
Optionsexeraised < oo b sibsv s s (4,364) $5.50 (7,636) $5.50-§ 6.25
Optionscancelled . . ... .......... (56,762) $5.50-$ 6.00 (36,000) $5.50-§ 6.00
Outstanding at April 30,1983 ... .. ... 120,347 $5.25-511.00 284,653 $5.25-511.00
Exercisable at April 30,1983 . . . ... ... 13,631 29,126




Note F—Marketable Equity Securities:

Under the pooling of interests and purchase
methods of accounting, the carrying amount of in-
vestments of the non-current and current portfolios
was reduced to market value, which was lower than
cost at April 30, 1983.

A valuation allowance in the amount of $50,000
was established for the non-current portfolio by a
charge to stockholders’ equity representing the net
unrealized loss. At April 30, 1983 under both
methods of accounting, gross unrealized gains were
$112,000, while gross unrealized losses were
$162,000. At June 10, 1983, the original cost of the

Note G—Other Financial Data:

non-current marketable equity securities portfolio
exceeded marker value by approximately $300,000.

A charge to income of $60,000 was recorded in
fiscal 1983 to reduce the carrying value of the current
portfolio tomarket value . AtApril 30,1982, the cost
of the current portfolio approximated market value.

Under the pooling of interests and purchase
methods of accounting, net realized gain (loss) on
thesale of investmentsamounted ro $(28,000),
$(23,000), and $133,000 for the years ended April
30, 1981, 1982 and 1983, respectively.

Realized gains or losses, which are determined
on a specific identification basis, are included in
income.

The following expenses were charged to operations in the periods indicated:

Pooling of Interests Purchase
Accounting Method Accounting Method
Years Ended April 30, Years Ended April 30,
1981 1982 1983 1981 1982 1983
(Dollars in thousands)

Acivernising My SN 0 Sn i e e $ 328 8§ 537 § 618 § 195 § 537 § 618
Amortizationof goodwill ............. § — 5§ — 5§ — $ 219 §1312 81,312
L0 e YR A D T P SR A S S $ $§ 8 §$ 459 § 37 §$ 89 § 459

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

Accrued liabilities under the pooling of interests
and purchase methods of accounting consist of the
following items:

Revenue and net income of the separate com-
panies under the pooling of interests accounting
method for the unaudited nine month period ended
January 31, 1981 (the end of the interim period

April 30, nearest the date of combination) were:
1982 1983 Nine
(Dallars tn thousands) Months Ended
January 31, 1981
Payroll o o0 e $ 175 $ 388 (Dollars in thousands)
Payroll taxes ..o oo v 191 303 pU L]
Commissions and bonuses . 645 1,692
Profit sharing 224 244 S Computcs
""""" AssociatesInc. .. ..... $10,672
Reserve for settlement of :
aaihek Allen Services
[ltlgatloﬂ ............ 750 . CO mtion 4 553
Other accrued liabilities, Corpg. ¥ LA T 1o
fndividialylessthag mbmed o oo s b
5% of current liabilities . 441 539 Net income
CGA Computer
2.426 3.1 P
3 33100 AssociatesInc., ....... $ Bl7
Allen Services
Corporation*. . . ..... 866
Combined . ......... $ 1,683

*Represents net income before distributions to
stockholders of Allen Services Corporation and after
tax provision related thereto.
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The unaudired pro forma results of operations
under the purchase accounting method, which fol-
low, assume that the ASC acquisition had occurred
at the beginning of the year ended April 30, 1981.In
addition to combining the historical results of opera-
tions, certain adjustments giving cffect to the amort-
zation of software packages, goodwill and tax effects
related thereto have been made.

Year Ended April 30, 1981

(Dollars in thousands,
except per share amounts)
REVEAHE 15k wid 47 ulstels $20,358
Net(loss) i vu vncas (517)
Net (loss) per share* . . (.17)

*Reflects retroactive adjustment for stock splits and
the shares issued in connection with the purchase of
ASC.

Note I —Income Taxes:

Note H— Profit-Sharing Plan:

The Company maintains a profit-sharing plan
for its employees. The Company contributions are at
the discretion of the Board of Directors, but are lim-
ited to the maximum amount that will constitute an
allowable deduction for federal income tax purposes.
Under the pooling of interests accounting method
profit-sharing expense amounted to $250,000,
$224,000 and $240,000 for the years ended April
30, 1981, 1982 and 1983, respectively. Under the
purchase accounting method profit-sharing expense
amounted to $200,000, $224,000 and $240,000 for
the years ended April 30, 1981, 1982 and 1983,
respectively.

The Company and its subsidiaries file a consolidated federal income tax return. Income tax expense is

as follows:
Pooling of Intevests Purchase
Accounting Method Accounting Method
Years Ended April 30, Years Ended April 30,
1981 1982 1983 1981 1982 1983
(Dollays in thousands)
Current payable
030t el o S E T Oy it e $ 128 81,107 $ 763 § 214 §$ 236 $ (49
Sy WO I o NS i S 35 79 116 42 19 (59)
163 1,186 879 256 255 (108)
Current deferred
Fetieral . . v Sk s ey i sl 842 (11) 885 744 (11) 885
ST R e R e G B AR 159 — 193 140 — 193
1,001 (11) 1,078 884 (11) 1,078
1,164 1,175 1,957 1,140 244 970
Tax effect related to distributions to
stockholders of ASC (Note A) . ... .... 900 — — — — —
$2064 81,175 §1957 $1,140 $ 244 § 970
Components of deferred income rax expense are as follows:
Pooling of Intevests Purchase
Accounting Method Accounting Method
Years Ended April 30, Years Ended April 30,
1981 1982 1983 1981 1982 1983
(Dollars in thousands)
(507 TPy ) e = el I el $ 995 8§ (30) $ 994 §$ 883 § (30) $ 994
Income of the Domestic International
Sales Corporation . ................ — — 73 — — 73
5Tl oo TR L I T e W 6 19 11 1 19 11
§1001 § (11) $1078 § 884 $ (11) §1.078




A reconciliation of income tax expense follows:

Pooling of Intervests Purchase
Accounting Method Accounting Method
Years Ended April 30, Years Ended April 30,
1981 1982 1983 1981 1982* 1983*
Federal income taxes at the statutory rate . . 46.0%  46.0% 46.0%  46.0%
State income taxes, net of federal tax benefit 4.0 1:5 3.6 5.6
Investment and research and development
tax'ctedits utilized. . 0L SRR (.3) (4:4) (1.9) (.8)
Dividend exclusion and exempt interest . . . — (.6) (2.8) —_
Amortizationof goodwill . ............ — — — 5.2
Other items, individually less than 5% of the
SEatutory amount—net . ............ (1.0 (.7) (2.6) 2.3
48.7% _418% 423% _ 58.3%

*Under the purchase method the income tax provision does not bear the normal relationship to income (loss)
before taxes for fiscal 1982 and 1983. The statements of operations for both periods reflect $1,312,000 of goodwill
amortization and a part of the software amortization amounting to $399,000 which are not tax deductible. Further-
more, $123,000 and $89,000 of investment and research and development tax credits were utilized and $38,000
and $281,000 of dividends and exempt interest were excluded in calculating the provision in fiscal 1982 and 1983,
respectively.

Pursuant to the acquisition of ASC, the Company acquired the software packages licensed by ASC. These
software packages have a value for income tax reporting purposes and therefore reduce income taxes payable over
the period of amortization. Under the pooling of interests method of accounting the reduction in income taxes
payable is reflected in capital in excess of par value whereas under the purchase method of accounting, the tax deduc-

tion is reported as a reduction of the provision for income taxes.

Note ] —Related Party Transactions:

In January 1981, the Company entered into a
ten-year lease of its principal offices in Marlboro,
New Jersey from the wife of Bernard M. Goldsmith,
IT1, Chairman of the Board of the Company. The
lease was unanimously approved by all disinterested
directors. Rental payments pursuant to the lease are
$46,000 per year adjusted annually by the lesser of
the increase in the cost of living index or 10%. Dur-
ing fiscal 1982 and 1983, the Company recorded ex-
penses of approximately $337,000 and $321,000,
respectively, relating to charges of an advertising firm
of which Ms. Goldsmith is a co-owner/principal, for
advertising materials and services rendered. It is the
opiniorsiu;% the Company’s management that the lease
and the advertising transactions contain terms and
conditions no less favorable to the Company than
could be obtained from an unaffiliated party.

During fiscal 1981, 1982 and 1983 the Com-
pany paid approximately $161,000, $357,000 and
$256,000, respectively to Baer Marks & Upham, the

Company’s general counsel, of which Joel M. Han-
del, a director and secretary of the Company, is a part-
ner, for legal services rendered. In Sc;l)(tcmbcr 1981,
the Company granted Handel stock options for
10,000 shares exercisable at $5.50 per share.

Thomas F. Kearns, a director of the Company; is
a general partner of Bear, Stearns & Co., the manag-
ing underwriter for the Company’s April 1981 and
September 1980 offerings of common stock. In the
April 1981 and September 1980 offerings, the under-
writers received shares at a discount of approximately
7.2% and 6.7%, rcsgcrivcly, from the public offer-
ing price. In September 1981, the Company granted
Kearns stock options for 5,000 shares exercisable at
$5.50 per share,

Included in other receivables in the accompany-
ing consolidated balance sheet at April 30, 1983 is
approximately $69,000 due from ASC or its stock-
holder. This amount principally consists of expenses

id by the Company on behalf of ASC or its stock-
older.
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Note K— Commitments and Other
Information:

The Company conducts its operations in leased
facilities. The leases expire on various dates throu
1994. Certain leases require additional payments for
increases in maintenance and real estate taxes. The
following is a schedule of future minimum rental
payments required under operating leases that have
initial or remaining noncancellable lease terms in
excess of one year as of April 30, 1983:

Years Ending April 30, (In thousands)
JOSALN e e St TN S § 541
FOBE ML o AL e i b e 649
TRIREA X T, LK) Tk s 574
YOBT: ooty i sl tarcn i iahrarass 507
F L2 i e S T R R 357
Succeeding years .. .. .uu s ianaas 1,050
Total minimum payments required. . $3.678

The Company also has short-term or cancellable
leases on other facilities and equipment. The total
rental expense charged to operations under the pool-
ing of interests accounting method for the years
ended April 30,1981, 1982 and 1983 was $500,000,
$700,000, and $817,000, respectively. Under the
purchase accounting method rental expense was
$325,000, $700,000 and $817,000 for the years
ended April 30,1981, 1982 and 1983, respectively.

In February 1981, the Company entered into an
employment agreement with Bernard M. Goldsmith
which provides for payment of a salary of $100,000,
together with additional amounts payable in accord-
ance with a cost of living increase. The contract is for
a five year term and is renewed automatically in the
absence of notice from either party of a desire to ter-
minate. If the Company gives notice of termination
of employment, the employment terminates five
years following the end of the fiscal year immediately
following such notice. Subject to certain conditions,
if the Company attempts to breach the terms of the
agreement, it must pay Goldsmith a lump sum equal
to five years salary as adjusted for inflation together
with 2% of its gross sales in the preceding year, and
each year for four successive years must pay an
amount equal to 2% of its gross sales in the preceding
year.

In connection with the ASC acquisition, the
Company entered into a two year employment agree-
ment with Addison Fisher that provides for an addi-
tional three year part-time term thereafter. 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
from the marketing of ASC software packages.

Further, a subsequent amendment in December
1981 with Fischer provides additional compensation
of 6.5% from the marketing of existing and new soft-
ware products developed by him during the two year
period ending May 1, 1983. As more fully described
in Note C, Fischer’s employment agreement is the
subject of arbitration proceedings.

In February 1981, the Company obtained a
$3,000,000 unsecured line of credit from the Fidelity
Union Bank. Borrowings will bear interest at the
Bank’s prime lending rate subject to an informal
compensating balance arrangement of 5% of the
amount of the line plus 10% of average borrowings.
There were no outstanding borrowings in 1982 or
1983.

The Company has commitments of approxi-
mately $300,000 for the purchase of furniture and
equipment and leasehold improvements for its new
corporate headquarters which amounts will be paid
in the current fiscal year.

Note L—Business Segment Information:

The Company operates in the data processing
industry and provides computer consulting services
and licenses proprietary computer software pack-
ages. During fiscal 1983, consulting services to the
financial services, communications and manufactur-
ing industries accounted for approximately 82% of
consulting services under both methods of account-
ing. One customer for whom computer consulting
services are rendered and who operates within the
communications industry accounted for 10% of toral
revenues under both methods of accounting during
fiscal 1983.

The following table summarizes financial infor-
mation relating to the Company’s computer consult-
ing and software package operations:



Revenue
Computer consulting . . ......
Software packages ..........

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

Unallocated corporate expenses.

Identifiable assets (b)
Computer consulting . . ......
Software packages . .........
CoarpORataT: T i e O

Depreciation and amortization
Computer consulting . .. ... ..

Capital expenditures
Computer consulting . . .. .. ..
Software packages ..........

(a) Operating income represents revenue less operat-
ing expenses. Income earned at the corporate level
and other income and deductions are excluded in

computing operating income.

Pooling of Interests Purchase
Accounting Method Accounting Method
Years Ended April 30, Years Ended April 30,
1981 1982 1983 1981 1982 1983
(Dollars in thousands)

$16,400 $19644  $23214  $13,733 $19.644  $23214
3,958 6,210 9,916 1,777 6,210 9916
$20,358 $25.854 §33,130 $15,510 $25,854  $33,130
$3053 $ 3128 §$3663 §2104 83128 § 3,663
1,584 2,667 3,189 258 313 835
4,637 5,795 6,852 2,362 3,441 4,498
(1,038) (2,105) (3,188) (724) (2,105) (3,188)
$ 3599 $ 3690 §$ 3664 § 1,638 $ 1,336 § 1,310
$2902 § 3,757 § 3790 § 2902 $ 3,757 8 3,790
1,738 2,563 6,357 13,116 11,587 13,027
6,938 9,360 10,984 13,281 14,391 14,703
$11,578  $15,680  $21,131 $29.299  $29,735 $31,520
$ 37 8 69 1§ 55 § 23 8 69 § a5
57 81 349 415 2,435 2,703
14 37 109 237 1,349 1,421
$ 108 § 187 § /513 '§ 675 $ 3853 § 4,179
$ 107 S 210 $ 31 $§ 106 & 211 $ 31
29 466 233 4 466 233
36 153 225 37 153 225
$§ 172 § 830 § 489 §$ 147 § B30 $ 489

(b) Corporate assets are principally cash and interest
bearing deposits, other receivables, prepaid taxes and
other assets, marketable equity securities and, under
the purchase accounting method, goodwill.
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Note M—Interim Financial Data
(Unaudited):

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

Pooling of Interests Accounting Method

1983 Qﬁinr:er 5_% Qjﬁiﬁn ég?é
7T RN I AR A R L RIS $7,052 $7,846 $8,732 $9,500
Operating iNoOne. s .« <% 4 oo w5 aisrvoasn woilaais s 5ss $ 867 $ 629 $1,253 $ 915
INSEIEOIIC: 2~ 55 1 cas hanel fiars i aliid Vs A S s i $ 599 $ 559 $ 875 $§ 632
Pfimnary catfings Pev SRAre: .1 oy isiiv se o shivaaaien o saidie $ .18 § .16 $ 25 $§ .18
Fully diluted earnings pershare (a) ................... § .18 $ .16 $ .25 $ .18
1982
UV § o e sl s e B 1o o S s e R 0 e 4 $5,817 $6,125 $7,035 $6,877
OPErannS INCOMIE - o s sxn s pvaiain soyelalsraiaars el $1,147 $ 850 $1,241 § 452
MSEAINCOE (JOBEY 85 el 405 5 e etiin sivorsis iy it erinsir s $ 653 $ 403 $ 581 $ (1)b)
Primary earnings pershare. . . ....coiviiiiii i ina $ .20 $ .12 $ .18 § —
Fully diluted earnings pershare . . . ................... $ .20 $ .12 $§ .18 5 —
Purchase Accounting Method
1983 s S el I i
L e T R R e R T B ) st S $7,052 $7,846 $8,732 $9,500
OPECRNEIICONIE? -+ oawsisssinias 615 1alares s slsgsssiarsis +-s $ 279 $ 40 $ 664 § 327
INECIGOAIETIORE) o 0t e S0 S h s e e ik $ (84 $(125) § 190 $rah
Primary earnings (loss) pershare (a) .................. $ (03) $ (04 $ .05 § —
Fully diluted earnings (loss) pershare (3) . . ............. $ (.03) $ (04 § .05 5§ —
1982
Beeet, st o o RE S ENS Sl SO $5,817 $6,125 $7,035 $6.877
Operating IO (JO88Y s oo oo 0 asdarasoli Sis ae) arm i s $ 559 $ 261 $ 652 $ (136)
INCEOER R, L e e Bt e R i $ (25) 8 (275) 8 (96) § (703)(b)
Primary (loss) pershare. ... . <. v sornte e silermais e s s $ (01) 8§ (08 8§ (03) § (21
Pully difuted (Joss) PeraBare . . v +ixivsine bis sinisoms ot b sns $ (01) $ (.08) $ (.03) § (21
(a) Principally as a result of the differences in deter- (b) After a $750 provision for settlement of litigation
mining the number of weighted average shares out- and related tax effect.

standing on a quarterly and full year basis, the sum of
the q]uartcrly per share amounts does not equal the
per share amounts on a full year basis.
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