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For Rel ease at 0700hrs on Tuesday 7th Septenber, 2004
COVPUTACENTER PLC
I nteri mResul ts Announcenent

Conput acenter plc, the European IT infrastructure services provider, today
announces interimresults for the six nmonths ended 30 June 2004.

Fi nanci al Hi ghlights:

* Group revenues unchanged at #1.25 billion

* Profit before tax up 3.7%to #33.2 mllion (2003: #32.0 million)

* Earnings per share up 6.8%to 12.6p (2003: 11.8p)

* Interimdividend increased to 2.3p per share (2003: 2.0p)

* Strong operating cashfl ow and bal ance sheet with net cash of #62.4
mllion

Oper ational Hi ghlights:

* UK Managed Services revenue growh of 18.7% (2003: 12.3%

* Encouragi ng pi peline of Managed Services opportunities

* Further product price decline, though not as severe as 2003 as a whol e
* Continuing programe of operational inprovenments in Germany and France

Ron Sandl er, Chairnman of Conputacenter plc, conmented:

"Conput acenter continued to make steady progress in the first half of 2004. Qur
Managed Services revenues in the UK grew by 18.7%in the period, and we secured
a nunber of significant new contracts.

"The outl ook for the full year remains in line with market expectations. Looking
further ahead, the core UK franchise remains healthy, with continued growh
prospects in Managed Services. W are working hard to deliver the turnaround of
our European operations. Wth a strong bal ance sheet and a cash generative

busi ness, we have confidence in our future prospects.”

For further information, please contact:

Conput acenter plc.

M ke Norris, Chief Executive 01707 631 601
Tessa Freeman, |nvestor Rel ations 01707 631 514
WWwW. comput acent er. com

Tul chan Communi cati ons 020 7353 4200
Julie Foster/ TimLynch
www. t ul changr oup. com

H gh resolution images are available for the nedia to view and downl oad free of
charge from ww. vi snedi a. co. uk

Chai rman' s St at enent



Conput acenter continued to nake steady progress in the first half of 2004.

A core part of our strategy in recent years has been to devel op and grow our

hi gher margi n services businesses, with a particular enphasis on contracted
deskt op Managed Services. This continues to progress well. Qur Managed Services
revenues in the UK grew by 18.7%in the period, and we secured a nunber of
significant new contracts

W began to see nodest signs of recovery in corporate |IT capital expenditure,
particularly in the UK However, continued product price erosion, driven by

i ntense conpetition between vendors has counteracted the inpact of higher volune
sal es, and kept product margi ns under pressure.

Agai nst this background, | ampleased with overall Goup performance. In the
first half of 2004, Conputacenter delivered increased profit before tax of #33.2
mllion (2003: #32.0 million) on unchanged revenues of #1.25 billion (2003

#1.25 billion). Earnings per share for the period grew 6.8%to 12.6p (2003:
11.8p). The bal ance sheet renmains strong, with #10.6 nmillion of cash generated
during the period, and net cash of #62.4 million at the period end.

Refl ecting our policy of seeking to keep the interimdividend at a | evel equa
to one-third of the preceding year's total dividend, Conputacenter has approved
an interimdividend of 2.3p per share (2003: 2.0p) on 15 Cctober, 2004 to
sharehol ders on the register as at 17 Septenber, 2004.

We are continuing to take steps to reduce the cost base and inprove the
efficiency of our core Technol ogy Sourcing activities. W are al so | everaging
our |l ongstanding investrment in |ogistics and warehousi ng by successfully
extendi ng our reach to the small and nmedi um si ze busi ness sector, providing a
sal es nodel tailored for organisations of |ess than 2,000 enpl oyees.

CC ConpuNet, our German subsidiary acquired in early 2003, saw operating profit
decline to #2.5 million (2003: #3.2 nillion). This is attributable to market
conditions. The programe of integrating CC ConpuNet into the G oup has
continued well and we have nade further investnents in financial systens and

| ogi stics technology to ensure a basis for future profit growh.

The financial perfornance of Conputacenter France renains a challenge, with an
operating loss of #1.5 nillion (2003 loss: #1.7 nmillion) in the period. Costs
have been reduced, nanagement changes have been nmade, and we continue to devote
considerable time and attention to inproving the performance of the business.
Mich remains to be done, but | amconfident that these measures will produce
positive results

The outl ook for the full year remains in line with narket expectations. Looking
further ahead, the core UK franchise remains healthy, with continued growh
prospects in Managed Services. W are working hard to deliver the turnaround of
our European operations. Wth a strong bal ance sheet and a cash generative

busi ness, we have confidence in our future prospects.

As ever, it is the staff of Conmputacenter who are responsible for the continuing
success of the Group and to whom | should like to express ny appreciation for
all their hard work and conmtnent.

Revi ew of Qperations
UK

Conput acenter's focus on providing a range of infrastructure services to

conpl enent its custoners' in-house |IT capabilities continued to be well-received
by the market, with HL 2004 UK operating profit growing by 2.4% from#31.4
mllion to #32.2 mllion.

Mar ket conditions remai ned chall enging. W saw an increase in | T expenditure
from financial services organisations, although this only served to offset a
decline in central governnent departnent spending. The principal feature of the



nmarket in HL was the continuation of intense price conpetition in our Technol ogy
Sour ci ng busi ness, driven by the increasing comuoditisation of conputer
products. We are seeking to address this long-termtrend and protect our margins
through the further streamining of our sales process, inproving efficiency and
reduci ng costs.

Qur profit growth in the period owes much to the continued success of our
Managed Servi ces business, which has grown steadily in recent years irrespective
of general market conditions. Qur Managed Services revenues increased by 18. 7%
in HL 2004, conpared with overall growth of 10.9%in 2003. Managed Services
successes included the award of a significant contract with a | eadi ng i nvest nent
bank. This contract is valued at #15 mllion over three years and covers 4,500
users in the UK and a further 1,000 across Europe. Conputacenter will be
responsi ble for a range of services including request managenent, the provision
of on-site hel pdesks, and desktop and server nmintenance. W were al so awarded a
Managed Services contract by Henderson d obal Investors, a |eading internationa
i nvest nent managenent conpany, for desktop and server nmintenance covering
approxi mately 1,000 users.

W were successful in wnning a nunber of significant extensions to existing
Managed Services contracts. These include BAA, where we were awarded additiona
business worth #1.2 mllion per year on our current five-year contract. Under
the terns of the contract, which has now been extended to 2010, we will provide
an increased on-site service, including second-line user support.

We have an encouragi ng pipeline of Managed Services opportunities for the
remai nder of the year, which bodes well for sustained contracted revenue growh
in 2004 and beyond.

We saw a weakeni ng of demand for Infrastructure Integration projects. However we
are currently in the discovery and pl anni ng phases for a nunber of |arge
integration projects and there are signs that the continuing product price
decline is helping to stinulate demand for these services. Major Infrastructure
Integration wins in the first half of the year include the UK Governnent's
Prescription Pricing Authority, for which we deployed a consolidated enterprise
storage, server and support solution

Due to intense conpetition, the market experienced continuing price erosion,

al though this was not as severe as for 2003 as a whole. As a result, overal
product revenues declined by 1.2% However, we delivered a record nunber of
servers in HL 2004, w th vol unes increasing by over 50% on HlL 2003, as

organi sati ons sought to establish sound IT infrastructures for Mcrosoft XP
depl oynents. Significant Technol ogy Sourcing successes included a contract with
Scottish Power to supply enterprise technol ogy worth approximately #7 nillion
over three years.

Revenues of CCD, our trade distribution division, declined by 5.1% due mainly
to rebates now being clainmed by custoners through CCD rather than direct to
vendors. However this has had no inpact on CCD profitability.

RDC, our re-cycling and re-nmarketing arm recorded its best ever half-year
profit performance. Followi ng on from RDC s success, we have invested in new
prem ses and internal IT infrastructure, to help consolidate its position as a
| eadi ng UK provider of end-of-life IT asset nanagenent.

Ger many

CC ConmpuNet operating profit declined to #2.5 million (2003: #3.2 million) on
revenues that were 1.3% | ower than in HL 2003. Even allowi ng for the continuing
weakness of the German market, we were di sappointed not to see the successful
integration of the business deliver further revenue growth in the first half.
However we are broadly satisfied with our progress in Germany and continue to
invest in initiatives, such as enhanced financial managenment systens and

| ogi stics technol ogy, designed to establish a basis for future profit growh.



Consi stent with our approach of seeking to share senior managenent expertise
across the Group, we appointed Colin Brown as CEO of CC ConpuNet during the
period. Colin previously ran the highly successful UK Government business.

Signi ficant recent successes in Germany include the renewal of our Managed
Services contract with BMNGroup for three years. W also won a two-year
extensi on on our running contract with BMVN Group for Hel pdesk and Desktop
Managed Services, which has resulted in significant service inprovenents and
cost savings for the client.

In H2 2004, CC ConmpuNet will be renaned Conputacenter
France

Qur French business saw revenue decline of |ess than 1% conpared to 2003 and
operating | osses, excluding the rel ease of positive goodw ||, declined to #2.0
mllion (2003: #3.8 nillion). Including positive goodwill, the | oss decreased to
#1.5 mllion (2003: #1.7 mllion).

Whilst the profitability of our French operation renains unsatisfactory, we have
succeeded in reduci ng operating costs and the neasures we have put in place to
restore Conputacenter France to profitability are beginning to take effect. As
part of a nmjor French transformation project, we are focusing on our three core
French busi nesses of product |ogistics, inplenmentation and nai ntenance. |In these
areas we are seeking to inprove service levels and delivery times, devel oping
our capability for large project roll-outs and investing in training to ensure
we have the right mx of skills to support future growth. Many of these
initiatives enploy best practices that have already proved successful in the UK
and UK nanagenent is increasingly involved in their inplenentation

We continue to review our cost base and are putting in place inproved nechani sns
for business reporting. We are also in the process of introducing customer
satisfaction measurenent, already in place for sales functions, across the
business. In general, we are seeking to introduce a nore customner-focused
culture, in which enployees are nore directly accountable for perfornance
However, it is apparent that this is a long-termproject with no quick fixes

and we do not expect a return to profit this year.

Conput acenter France continued to win significant new business. This included a
Managed Services contract with Aventis Pasteur, covering 4,000 users in France
and 700 worldw de, Infrastructure Integration consultancy for the French
government's Agence Central e des Organi snes de Securite Sociale, and a nmjor
laptop and server roll-out for Renault Europe Autonobiles.

O her busi nesses

Qur Austrian business showed inproved performance on H2 2003, securing sone

i mportant new business. This included an extension of its existing services
nmanagenent contract w th BAWAG PSK, a |eading Austrian bank, to cover the
rol | -out and ongoi ng support of 4,500 desktop PCs. W also won a contract with
Krenmsmul | er, Austria's |eading supplier of engineering and contracting services,
for the migration of its entire infrastructure to a common M crosoft platform

W were pleased with the performance of our Bel gi um and Luxenbourg (BelLux)
operati on, which became profitable in the first half of the year. Qperating
profits grew to #68,000 on the back of strong revenue growth of 55.4% CQur
success was in part due to our strengthening ability to work together across the
Goup to win nulti-national business out of BeLux. For exanple, close
co-operation between the BeLux and UK operations was instrunmental in securing a
maj or Technol ogy Sourcing contract with BT d obal Services

Busi ness devel opnent

The Group continues to invest in systems and processes to support business
growth. The market for infrastructure services continues to be challenging, but



our investnent in Managed Services is driving the business forward.

The next version of our integrated Services Managenment Tool Suite (SMIS v3.0),
whi ch we use to track and nanage customer support requests, will begin to be
depl oyed with UK Managed Services custoners next year and will ultinately be
nade avail abl e across the G oup. SMISv3.0 will significantly enhance our Managed
Services offering, inproving our ability to audit and manage our custoners'

t echnol ogy assets on their behal f.

I'n our Technol ogy Sourcing busi ness we are naki ng good progress in extendi ng our
mar ket coverage to the small and medi um si ze busi ness sector, using a
"light-touch' sales nodel for organisations of |ess than 2,000 enpl oyees. W
have al so enbarked upon a naj or upgrade of our e-comerce capability that wll
nmake our product sales far nore web-enabl ed.

Overall, | amsatisfied with G oup performance in the first half. W wll
continue to take advantage of the many opportunities we see in the market whil st
nmai ntai ning a rigorous control over our cost base.

G oup profit and | oss account

For the six nonths ended 30 June 2004

Rest at ed Rest at ed
Unaudi t ed unaudi t ed audi ted
si x nont hs si x nmont hs year
ended ended ended
30 June 2004 30 June 2003 31 Dec 2003
# 000 # 000 # 000
Turnover: G oup and share
of joint venture's turnover 1, 255, 436 1, 255, 599 2,482,713
Less: share of joint
venture's turnover (518) (937) (1, 418)
Cont i nui ng operations:
Ongoi ng 1, 254,918 911, 291 1,797, 133
Acqui si tions - 343, 371 684, 162
G oup turnover 1, 254,918 1, 254, 662 2,481, 295
Cost of sales (1,083, 683) (1,076, 903) (2, 136, 647)
Goss profit 171, 235 177, 759 344, 648
O her operating expenses
(net) (138, 200) (145, 308) (278, 710)
Qperating profit
Cont i nui ng operations:
Ongoi ng 33,035 29, 530 58, 712
Acqui sitions - 2,921 7,226
G oup operating profit 33,035 32,451 65, 938
Share of operating loss in
joint venture (205) (69) (333)
Share of operating profit
in associate 135 163 510
Total operating profit:
G oup and share of
associ ate and joint venture 32, 965 32,545 66, 115
Interest receivable and
simlar incone 1, 996 1, 569 3, 249
I nterest payabl e and
simlar charges (1, 743) (2,094) (4, 203)

Profit on ordinary



activities before taxation
Tax on profit on ordinary
activities

Profit on ordinary
activities after taxation
Mnority interests

Profit attributable to
menbers of the parent
conpany

Di vi dends - ordinary

di vi dends on equity shares

Ret ai ned profit for the
period

Ear ni ngs per share

- Basic

- Diluted

Di vi dends per ordinary
share

G oup statenent of tota

33, 218

(9, 850)

23, 398

(4, 316)

32,020

(10, 377)

21, 663

(3, 775)

2.3p

recogni sed gai ns and

For the six nonths ended 30 June 2004

| osses

Unaudi t ed
si x nont hs
ended

30 June 2003
# 000

21,581

Unaudi t ed
si x mont hs
ended
30 June 2004
# 000
Profit for the financial period
excludi ng share of joint venture
and associ ate 23, 406
Share of joint venture's |loss for
t he period (143)
Share of associate's profit for
t he period 135
Profit attributable to nenbers of
the parent company for the
financial period 23, 398
Exchange differences on
retransl ation of net assets of
associ ated and subsidi ary
under t aki ngs (1, 945)
Total recognised gains for the
period 21, 453
G oup bal ance sheet
At 30 June 2004
Unaudi t ed
si x nmont hs
ended

30 June 2004

21, 663

Rest at ed
unaudi t ed
si X nmont hs
ended
30 June 2003

65, 161

(18, 902)

46, 304

(13, 011)

Audi t ed
Year
ended
31 Dec 2003
#' 000

46, 231

(233)

46, 304

Audi t ed
Year

ended
31 Dec 2003



Fi xed assets

I ntangi bl e assets
Goodwi | |

Negat i ve goodwi | |

Tangi bl e assets
I nvest ment s

Current assets

St ocks

Debtors : gross

Less non returnabl e proceeds

Debt ors
Cash at bank and in hand

Creditors: anpunts falling due
wi t hi n one year

Net current assets

Total assets |ess current
liabilities

Creditors: anmpbunts falling due
after nore than one year
Provision for joint venture
deficit

Share of gross assets

Share of gross liabilities

Provision for liabilities and
char ges

Total assets less liabilities

Capital and reserves
Cal l ed up share capital
Share prem um account
Capital redenption reserve
Investment in own shares
Profit and | oss account

Shar ehol ders' funds - equity
Mnority interests - equity

G oup statenent of cash flows

# 000

329, 226

(3,547)

272
(7,702)

(7,430)

(17, 962)

100

221, 382

For the six nonths ended 30 June 2004

Unaudi t ed

si x nont hs

ended

# 000

4, 899
(2, 663)

725
(7, 685)

(6, 960)

(22, 190)

100

189, 215

Unaudi t ed
si X nont hs
ended

# 000

322,433

(13, 923)

385
(7, 609)

(7,224)

(18, 403)

100

204, 244

Audi t ed
Year
ended



Cash inflow from operating
activities

Returns on investnents and
servicing of finance

Taxat i on
Cor poration tax paid

Capital expenditure and financia
i nvest ment

Acqui sitions and di sposal s
Equity divi dends paid

Cash inflow (outflow) before
fi nanci ng

Fi nanci ng

I ssue of shares

Net repaynent of capita
of finance | eases

el ement

I ncrease/ (decrease) in cash in the

period

Reconciliation of net cash flowto

For the six nonths ended 30 June 2004

Net funds at 1 January 2004
I ncrease/ (decrease) in cash in the
year

Cash outfl ow fromrepaynment of

debt and | ease finance

Change in net cash resulting from
net funds
Exchange novenent

Net funds at 30 June 2004

Anal ysi s of changes in net funds

At 1 January
2004
# 000

Cash at bank and in
hand
Bank overdrafts

96, 997
(46, 535)

30 June 2004 30 June 2003 31 Dec 2003
# 000 # 000 #' 000
31, 529 10, 553 53,521
(428) (608) (954)
(6, 365) (10, 253) (22, 456)
(5,122) (10, 866) (14, 562)
- (37, 821) (37,303)
(9, 305) (10, 731) (14, 437)
10, 309 (59, 726) (36, 191)
298 940 2,686
- (240) (479)
10, 607 (59, 026) (33, 984)
nmovenent in net funds
Unaudi t ed Unaudi t ed Audi t ed
si x nont hs si X nont hs Year
ended ended ended
30 June 2004 30 June 2003 31 Dec 2003
# 000 # 000 # 000
49, 925 83, 430 83, 430
10, 607 (58, 786) (33, 984)
R (240) 479
10, 607 (59, 026) (33,505)
1, 896 - -
62, 427 24, 404 49, 925
Cash flows in Exchange At 30 June
year novenent 2004
# 000 # 000 #' 000
4,237 (202) 101, 032
6, 370 2,098 (38, 067)



Fi nance | eases (211) - - (211)
Debt due after one

year (326) - - (326)
Tot al 49, 925 10, 607 1, 896 62, 427

Notes to the accounts
1 Accounting policies

Basi s of preparation

The unaudited interimfinancial information has been prepared on the basis of
the accounting policies set out in the Goup's statutory accounts for the year
ended 31 Decenber 2003. The taxation charge is cal cul ated by applying the
Directors' best estimate of the annual tax rate to the profit for the period.
O her expenses are accrued in accordance with the sane principles used in the
preparation of the annual accounts.

The format of the Goup Profit and Loss Account has been changed to Format 1 of
schedul e 4 of the Conpanies Act 1985 for the current period and all subsequent
periods. Operating costs, as reported in prior years under Fornat 2, have been
split between cost of sales and other operating expenses (net). It is the
Directors' opinion that a change in the fornat is appropriate to provide
additional disclosure of gross profit and that the allocation between cost of
sal es and ot her operating expenses (net) is sufficiently consistent across the
G oup.

2 Turnover and segnental analysis

The Group operates in one principal activity, that of the provision of
information technol ogy and rel ated services. Turnover represents the anmounts
derived fromthe provision of goods and services which fall within the Goup's
ordinary activities, stated net of VAT.

An anal ysis of turnover, gross profit and operating profit by origin is given
bel ow:

Unaudi t ed Unaudi t ed Audi t ed
si X nont hs si x nont hs Year
ended ended ended
30 June 2004 30 June 2003 31 Dec 2003
# 000 #' 000 # 000
Turnover by Origin
WK 758, 425 755, 785 1, 455, 296
Ger many 311, 937 316, 008 635, 150
France 147, 065 148, 097 324,517
Austria 25, 977 27, 362 49,012
Bel gi um & Luxenbour g 11, 514 7,410 17, 320
Tot al 1, 254, 918 1, 254, 662 2,481, 295

Turnover by destination is not materially different to turnover by origin and
has, therefore, not been discl osed.

2 Turnover and segnental anal ysis (continued)

Rest at ed Rest at ed
Unaudi t ed unaudi t ed audi ted
si x mont hs si x nmont hs year
ended ended ended

30 June 2004 30 June 2003 31 Dec 2003



Goss Profit

K 107, 904
Ger many 42, 440
France 16, 583
Austria 3,115
Bel gi um & Luxenbourg 1,193
Tot al 171, 235

The gross profit for 2003 has been restated to account for distribution costs
wi t hin other operating expenses, as prescribed in Format 1 of schedule 4 of the
Conpani es Act 1985. Previously these anmounts were included in the cal cul ati on of

gross profit, as described in notel

Operating profit / (loss)

WK 32,185
Cer many 2,537
France (1, 473)
Austria (282)
Bel gi um & Luxenbourg 68

Total group excl uding
associate & joint venture

undert aki ngs 33, 035
Share of operating result

of associate and joint

vent ure (70)
Total operating profit 32, 965

3 Cost of sales and operating expenses

Unaudi t ed
si x nont hs
ended

30 June 2004
#' 000

Cost of sales 1, 083, 683

Distribution costs
Adm ni strative costs

9, 953
128, 247

4 Interest receivable and sinmlar incone

Bank i nterest
G her interest receivable

Unaudi t ed
si x nont hs
ended

30 June 2004
# 000

31, 434
3, 228
(1, 689)
(308)
(214)

Unaudi t ed
si x nont hs
ended

30 June 2003
# 000

1,076, 903

11, 616
133, 692

Unaudi t ed
si X nmont hs
ended

30 June 2003
# 000

61, 829
8, 728
(2,727)
(1,502)

(390)

Rest at ed
Audi t ed
Year

ended
31 Dec 2003
#' 000

2,136, 647

22, 606
256, 104

Audi t ed
Year
ended
31 Dec 2003
#' 000



5 Interest payable and simlar charges

Unaudi t ed Unaudi t ed Audi t ed
si x mont hs si x nont hs Year
ended ended ended
30 June 2004 30 June 2003 31 Dec 2003
# 000 # 000 # 000
Bank | oans and overdraft 706 704 3, 448
Q her | oans 1, 037 1, 390 755
1,743 2,094 4,203
6 Tax on profit on ordinary activities
The charge based on the profit for the period conprises:
Unaudi t ed Unaudi t ed Audi t ed
si X nont hs si x nont hs Year
ended ended ended
30 June 2004 30 June 2003 31 Dec 2003
# 000 # 000 # 000
UK Corporation tax
- Qurrent 10, 550 10, 083 17,612
- Prior (868) - (621)
- Deferred tax 229 - 1,991
Forei gn tax - 315 20
9,011 10, 398 19, 002
Share of joint venture's tax (61) (21) (100)
9, 850 10, 377 18, 902

7 Earnings per share

The cal cul ati on of earnings per ordinary share is based on profit attributable
to nmenbers of the hol ding Conpany of #23, 398,000 (2003: #21, 663, 000) and on
186, 032, 000 (2003: 183, 396,000) ordinary shares, being the weighted average
nunber of ordinary shares in issue during the period after excluding the shares
owned by the Conputacenter Enployee Share Trust, Conputacenter Trustees Limted
and the Conput acenter Quest.

The diluted earnings per share is based on the same earnings figure of

#23, 398, 000 (2003: #21,663,000) and on 189, 762, 000 (2003: 186, 743, 000) ordinary
shares, calculated as the basic average nunber of ordinary shares, plus

3, 730,000 (2003: 3,347,000) dilutive share options.

8 I nvestnents

Update on Acquisitions - Gernmany and Austria
On 2 January 2003, the Goup acquired the trade and assets of GE ConpuNet in
Germany and GECI TS in Austria for an initial consideration of #38, 134, 000.

There has been no change in circunstances that has resulted in a change to the
Board's view of the provisional fair value to Group of the assets and
consi derati on.

Because the audited value of the net assets at conpletion was |ower than
stipulated in the purchase agreenent, Conputacenter anticipates receiving a
repaynment of #32,448,000 from CE Capital, the vendors, resulting in a net
consi deration for the acquisition of #5,686,000. Elenents of this repaynent



cal cul ation continue to be disputed by GE Capital and in accordance with the
purchase agreenent, PricewaterhouseCoopers has been appointed, as an independent
expert, to settle the matter. The Board has reviewed the likely outcome and is
confident that this is properly reflected in the Goup's accounts.

The assets of each of the acquired conpani es have been included in the Goup's
bal ance sheet at their fair values at the date of acquisition. In the view of
the Board, there has been no change in circunstances to change the assessnment of
provisional fair values reported in the 2003 Annual Report.

Further consideration may be payable to the vendor, contingent on the result of
the acquired businesses in 2004. No provision has been nade for further
paynents, based on the actual perfornmance in 2003 and the |ikely performance for
2004.

Update on contingent liability

On 15 Cctober 2003 the vendors clainmed that the Group had breached a provision
of the German purchase agreenent concerning an adjustnment relating to tax
assets, and have issued a claimfor Euro52, 165,292 (#36, 762,000), plus interest,
for upfront paynent for the tax assets as opposed to paynent as the assets are
utilised. The Group rejects this claimand | egal proceedings are in progress
between the parties. On the basis of |egal advice received, the Board continues
to be confident that this claimis without nerit and will be defended
accordingly. No provision for this claimhas been made in the Group's accounts.

9 Reconciliation of operating profit to operating cash fl ows

Unaudi t ed Unaudi t ed Audi t ed
si x nont hs si x mont hs Year
ended ended ended
30 June 2004 30 June 2003 31 Dec 2003
# 000 #' 000 #' 000
Qperating profit 33, 035 32, 545 65, 938
Depr eci ati on 9, 488 12, 008 22, 665
Reval uation of listed
i nvest nent - - (292)
Anortisation of positive
goodwi | | 109 142 544
I mpai rment of positive
goodwi | | - - 46
Anortisation of negative
goodwi | | (532) (2, 130) (4, 261)
Loss on di sposal of fixed
assets 503 (1, 143) 914
Decrease/ (i ncrease) in
debtors 4,276 (28, 938) (16, 963)
Decrease/ (i ncrease) in
st ocks 10, 173 13,176 (4,908)
Decrease in creditors (25, 841) (15, 994) (8,432)
Currency and ot her
adj ust nent s 318 887 (1, 730)
Net cash flow from operating
activities 31,529 10, 553 53,521

10 Publication of non-statutory accounts

The financial information contained in the interimstatement does not constitute
statutory accounts as defined in section 240 of the Conpanies Act 1985. The
financial information for the full preceding year is based on the statutory
accounts for the financial year ended 31 Decenber 2003. Those accounts, upon

whi ch the auditors issued an unqualified opinion have been delivered to the

Regi strar of Conpani es.
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