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These companies are mainly involved in research and development (R&D) of IT software and services. Man-
agement wants to focus its resources on networking and systems integration, instead of long tailed R&D
projects. It also plans to hive off PC Unlimited and Futurekids sometime this year.

Unable to quantify MSC contracts: The company admitted that it is still too early to be specific about
potential Multimedia Super Corridor (MSC) related contracts. Dataprep’s contribution to the MSC will be
via two applications of the seven Multimedia Development Flagship Applications — smart schools and elec-
tronic government. The company plans to develop software for some school subjects in the pilot project. But
this is still at the request for proposal stage, making it too early to confirm or quantify the contract value.

Long term potential in COINS: Through 100%-owned subsidiary, Solsisnet, it is involved in Telekom’s
Corporate Information Superhighway (COINS). COINS is basically a corporate network service, targeted at
the banking/financial and the manufacturing markets which will offer all customers wide applications such
as desktop videoconferencing, telemedicine and distance learning, Internet gateways and access to the MSC
network. The program is expected to be launched sometime next month. Dataprep clinched an agreement
together with four other service providers — Cisco Systems (M), Bay Networks, VADS and Life-Tech Net to
market, service and provide after sales support to COINS users. The service providers would also design and
implement a total networking solution which involves recommending hardware and software to meet cus-
tomer application needs. Management estimates that this project will reap about RM150m in revenues over
the next 2-3 years. It looks promising given Telekom’s existing client base and infrastructure.

Recommendation:  While Dataprep’s results in the last two years suggest that it has paid its dues, it is too
early to speculate on ‘payback’ from future government contracts. MSC related contracts in smart schools
applications and electronic government are still difficult to quantify at this stage. But the market is bullish.
Working backwards: assuming a PE multiple of 20x, EPS would have to be 43 sen at Dataprep’s current price
of RM8.55. This translates into earnings of RM14m based on its present paid-up capital of 32m shares. Right
now though, it hopes to just break even in FY98. But a delay in its rights issue proposal could derail even this
modest objective. We recommend an Avoid/Sell [Chris Leow/Lynn Ng 253-1626].

Dataprep Holdings: Earnings Record

YE Mar 31 1995 1996 1997 1998F

Turnover 143.9 204.1 206.0 200.0

Pre-tax profit 3.8 (19.2) (17.5) 1.0

Earnings 0.7 (18.7) (17.1) 0.7
No of shares (m) 32.0 32.0 32.0 32.0

EPS (sen) 2.1 (58.3) (53.4) 2.2
PER (x) at RM8.55 407.1 N.M N.M 388.6


