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Alison Edwards (right), Computacenter’s on-site Moves
and Changes Team Leader, discusses the day’s schedule with colleagues
at Scottish and Southern Energy plc, Havant. Mina Tanna, Computacenter
Account Manager (standing) and Nicola Brown, Sales Support, at our
London offices.
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Highlights

Computacenter continued its unbroken record of growth
in turnover and profit before tax in the UK.

Growth was well above expectations in France and Germany.

Turnover increased by 39.9% from £1,133.5 million in 1997
to £1,586.2 million (€2247.4 million=) in 1998.

Profit before tax rose by 37.2% from £47.1 million to
£64.6 million (€91.5 million=).

Diluted earnings per share increased by 34.3% from 17.5p
in 1997 to 23.5p (33.3 cents*) in 1998.

* All Euro values were calculated using the exchange rate as at 31 December, 1998
1 Excluding results of overseas associated undertakings
2 Amended in accordance with FRS redefinition






2 Philip Hulme, Chairman, Computacenter plc.

3 Beverley Pryce, Help Desk Analyst, on-site

at Mercury Asset Management in London.

4 Dominic Oakley, Technical Projects Consultant
(left), and Mark Delicate, Senior Support Analyst,
on-site at Bass Brewers, Burton-on-Trent.

5 (Following page) Tunde Akinade, Technical
Training Consultant (centre), with delegates at
Computacenter’s London Training Centre.

Chairman’s statement

| am delighted to be able to report another outstanding set

of results for the Group for the year to 31 December 1998, our
first as a quoted company. Both turnover and profits exceeded
expectations and 1998 was Computacenter’s sixteenth
consecutive year of turnover and profits growth in the UK.

The high rate of sales growth reported in the first half
accelerated in the second half and turnover for the full
year, at £1,586 million, was up by 39.9% compared to 1997.
Profit before tax, at £64.6 million was up by more than 37%.

The balance sheet remains very strong and the Group
ended the year with a net funds position of £21.1 million
compared to net debt at the end of 1997 of £32.7 million.

The growth of the Group in 1998 was significantly in excess
of market growth. This was the result of our continued focus
on expanding the range of services offered to our existing
customers, new account wins and the outstanding
performance of our overseas operations. The Directors believe
the results confirm that the Group has further consolidated its
position as the preferred partner for organisations seeking to
implement and support distributed IT.

As anticipated at the time of Computacenter’s flotation, we
have taken advantage of our financial strength to increase the
level of investment in each of our three country subsidiaries.
Headcount in the UK increased by over a third from 2,843 to
3,810 staff. Office space was expanded in a number of areas
and the investment in the Group’s new operations centre, in
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Hatfield, continued apace. We also continued to develop our
range of services and to invest in the tools and systems that
enable us to deliver these services to the highest quality
standards. For example, the Group has made a substantial
investment in e-commerce. In 1998 over £284 million of
customer orders were placed and processed electronically
with corresponding benefits in increased efficiency and
improved customer service. These and other investments, the
majority of which are expensed, will help to secure the future
growth of the Group.

The growth of our businesses in France and Germany
was well ahead of expectations. Turnover in France grew
by over 70% to £165.8 million and operating profit by 34%
to £2.7 million. Headcount increased by 84% to 549.

New offices were opened in Nice, Rouen and Pau and the
Company signed a lease for new logistics and headquarters
premises in Paris, which will substantially increase the size
of our central operations facility during 1999. The Group also
continued to add to the range of services offered in France.
As expected the very high rate of growth and investment
depressed net margins slightly.

The growth in Germany was even greater, with the
business increasing its contribution to Group turnover from
£3.7 million in 1997 to £37.1 million in 1998, its first full year
of trading as part of the Group. Headcount doubled during the
year to 223 staff. The operating loss for the year was lower



than forecast at £1.4 million. Management is extremely
satisfied with the progress of both France and Germany
and believes that the investments being made will secure
future growth.

In my interim statement, | commented that it was
difficult to forecast the net impact on the Group of Y2000.
Some clients have brought projects forward as a result of
the millennium but, similarly, many projects have been
temporarily deferred. In the opinion of management, the net
impact of Y2000 on overall Group sales in 1998 was small.
Y2000 compliance upgrades to Computacenter’s internal
systems are largely completed with the remaining upgrades
on track for completion during 1999.

Computacenter’s flotation, which took place on 21 May,
was extremely well received. Since then the Group’s share
price has fluctuated widely in common with other companies
in the sector. | would like to take this opportunity to emphasise
that, in the opinion of management, the prospects for the
Group for 1999 and beyond remain strong. In fact, our
confidence has been further strengthened by the achievements
of 1998. The rate of investment in the business continues at
a high level and management will continue to focus on the
long-term development of the Group.

In January 1999, one of our longest standing venture capital
investors, Apax, disposed of all of its remaining beneficial
holdings in Computacenter, in excess of 14 million shares.
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The shares were placed with a number of large financial
institutions. This placing has significantly increased the
free-float, which now stands at over 44%, and has had
a positive effect on market sentiment.

Computacenter remains, above all, a people business.
Our success depends on the quality of our service, which
in turn depends on the quality, motivation and teamwork of our
staff. It is a tribute to their efforts that we have again achieved
outstanding results. At the time of the flotation free shares
were issued to all qualifying staff who were on our payroll
as at 31 March 1998. The cost of these shares, £2.8 million,
was expensed through the profit and loss account. By the end
of 1998 over 60% of employees were shareholders and over
half had elected to participate in the Group’s new share save
scheme. | would like to thank all of our staff once again for
their commitment and enthusiasm, as well as their hard work.
Management’s task is to continue to earn the loyalty of staff,
customers and shareholders alike.

Finally, consistent with the dividend policy set out in our
flotation prospectus, | am pleased to recommend a final
dividend of 2.5p per share, payable on 21 May 1999 to
registered shareholders as of 30 April 1999.

At Hhtanns.

Philip Hulme, Chairman

Chairman’s statement









Chief Executive’s review

During 1998 Computacenter continued to invest across all

of its businesses, consolidating its position as the leading
supplier of distributed IT and related services to the corporate
and public sector marketplace. Computacenter provides a
wide range of services covering the entire lifecycle of
distributed IT, from planning and requisition of appropriate
technology to its successful implementation within an
organisation’s infrastructure, through to its subsequent
support and management.

In 1998 this strategy of investment resulted in an
exceptional year’s results. Group turnover grew 39.9%.

Profit before tax increased from £47.1 million to £64.6 million
and our after-tax earnings from £31.1 million to £43.4 million.
Headcount increased by over a third from 3,245 at the end
of 1997 to 4,582 at the end of 1998.

93% of our turnover came from the provision of products
and services to corporate and public sector organisations.
The remaining 7% was generated by our distribution
business, Computacenter Distribution (CCD), which supplies
hardware and a range of services to small and medium-sized
computer resellers.

Although international sales grew faster than UK sales
in 1998, the greater part of revenues came from our
UK business. Of the total Group turnover of £1.6 billion,
£1.4 billion, or 87%, was generated by our UK businesses,
the remaining 13% coming from sales in France and Germany.
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This outstanding year has allowed us to further increase
the level of investment in our business to secure long-term
growth. With the exception of capital used in developing
our new Hatfield operations centre, the majority of this
investment has been expensed through the profit and

loss account.

Market growth

Despite a partial slow-down in the UK economy, demand for
IT systems and services remained strong in 1998. A major
focus of our customers for the year was IT investment to
ensure Y2000 compliance of mainframe and associated
business systems. As compliance projects end, we anticipate
increased customer focus on distributed IT investment as
organisations concentrate on its deployment for competitive
advantage. The Euro, the growth of e-commerce applications
and the approach of Microsoft’s Windows 2000 operating
system wiill all be increasingly important growth drivers for
our business over the coming year.

The continuing decline in PC hardware prices is also a
major positive factor driving industry growth rates, enabling
our customers to increase their level of investment in new
technology. Falling capital costs and advancing technology
continually open up new opportunities for organisations to
use IT to derive competitive advantage.



commerce system.

—

-_——
p—

Building customer value

Much of Computacenter’s growth in 1998 was due to
expanding relationships with existing long-term corporate
customers. In particular, this was reflected in the demand
for our support services, where our contract base grew at
a faster rate than the Company as a whole.

The support and management of distributed technology
remains a constant challenge for many large organisations.
Our customers have seen how, by the migration of best
practice across our customer sites, we can deliver superior
service at reduced cost.

During 1998, we have taken further strides in increasing
our support and management capability through the
centralisation of support services and the deployment of
enhanced technology. Our Milton Keynes based CallCenter
now handles our customers’ Help Desk requirements
either full-time, part-time or as an overflow capability.
| am also pleased to report that some customers are now
technically supported by our 24-hour remote network
management facilities from our CallCenter. Our staff are
able to remotely monitor distributed IT systems, warning
the customer, or providing a resolution remotely, if a
problem occurs. These have been major investment areas
for Computacenter in 1998 which, we believe, are starting
to build significant competitive advantage.
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6 Mike Norris, Chief Executive, Computacenter plc.

7 Amanda Money, Support Manager, at Computacenter’s
CallCenter, Milton Keynes. 8 Steve Ballmer, President,
Microsoft Corporation, announces the Microsoft and
Computacenter Alliance for Distributed Computing in London,
October 1998. 9 On-Trac, Computacenter’s electronic

The growth in demand for technical consultancy has been
one of the fastest areas of growth within the Group.
The appointment of Computacenter as a Microsoft Alliance
Partner in October has not only increased this demand,
but will enable us to invest in employing up to one thousand
additional Microsoft accredited professionals over the next
three years to fulfil customers’ requirements.

As the client-server platform becomes the preferred
technology base for many line-of-business applications,
the products we sell and support continue to increase in
scale, complexity and strategic importance to organisations.
As a result, customers are increasingly turning to
Computacenter to become involved in major project work
and we have seen a corresponding rise in demand for our
project management capability.

Our On-Trac electronic commerce system continues to be
a major investment area for the Group. Orders taken and
processed via On-Trac exceeded £284 million during 1998,
with over 400 of our customers currently using the system.
On-Trac employs both Internet and Intranet technologies and
is continually being enhanced in order to support the
provision of all our services.

During 1998, not only did we increase the diversity of
services sold to our growing customer base but the range
of products also increased. 1998 saw particular emphasis

Chief Executive’s review



on Internet technologies, enterprise systems and enterprise
networking. As well as becoming a Microsoft Alliance
Partner, Computacenter became one of only a handful of
Cisco partners accredited to gold status and also became an
HP Unix System Partner.

The quality of service that we deliver to both new and
existing customers is, without doubt, the overriding factor
in the success of the business. In November we were
delighted to receive an award for 'Quiality of Product and
Service’ from BT, our largest customer. We were one of only
four BT suppliers to receive such an award in 1998.

Winning new customers

Computacenter’s primary focus is to build upon its existing
long-term customer relationships. However Computacenter
also grew its customer base in 1998. A significant
percentage of new account wins during the year included
on-site Support Services. New UK customers included

the Post Office, the Automobile Association and Seeboard.
We believe that Computacenter’s ability to deliver value
through its entire range of services, combined with

our e-commerce capability, constitutes a significant
competitive advantage.

12 Computacenter plc annual report and accounts 1998

Investing for growth

To support our increased market share and lay the
foundations for future growth, Computacenter continues

to re-invest in its people. Our biggest investment during
1998 was in training and recruitment, with overall Group
headcount growing by over a third during the year. We also
invested in new premises and facilities. New offices were
opened in London and in Hatfield to accommodate the
rapid expansion of our sales and support operations.

To accommodate the significant growth in Computacenter’s
enterprise systems business, we also opened a dedicated
facility in Blackfriars, London, providing a testing resource for
customer systems.

| have already made reference to Computacenter’s high
level of investment in best practices and in systems that
enable us to deliver our services cost-effectively and to the
highest quality standards. We believe that the economies of
scale we enjoy in such developments are a significant source
of competitive advantage.

A major current development is the construction of our
new, £70 million, 20 acre operations centre in Hatfield,
Hertfordshire. This project remains on schedule, with our
logistics facility due to open for pilot operations in Q3 1999,
and the entire project planned for completion in 2000.

Chief Executive’s review



. 8

10 Sonja lbrahim, Induction Training Co-ordinator, introduces new
employees to Computacenter. 11 John Joslin (left), General Manager,
Services and Operations, and Tom Silva, Hatfield Project Manager, on
the site of Computacenter’s new UK operations centre. 12 Horst Stange,
Software Licensing Manager (left) and Dirk Speer, Sales Support, at

Computacenter’s Frankfurt office.

International

Computacenter continues to develop its international
capability via its direct subsidiaries in France and Germany.
As a whole, international operations increased as a
percentage of group revenue from 9% in 1997 to 13% in
1998. The deployment of Computacenter’s core operational
systems and business practices, proven in our UK business,
continue to yield competitive advantage in these markets.

Computacenter France

Computacenter France achieved an exceptional year, growing
turnover by over 70% to £165.8 million. This was achieved
through development of some significant accounts, including
two of France’s largest organisations: France Telecom and EDF.

Revenue growth was mirrored by headcount, almost
doubling from 298 staff at the end of 1997 to 549 at the end
of 1998. A large part of our recruitment was in service
divisions, where growth exceeded the percentage for
Computacenter France as a whole.

Due to the rapid expansion of the French company and
our future growth plans, we have signed the lease on a
new logistics and headquarters facility in Paris, which is
approximately three times the size of our current premises.
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In addition, three new branches were opened in Nice,
Rouen and Pau during 1998. Computacenter France’s rapid
expansion during 1998 and the investments we have

made to accommodate future growth promise well for 1999
and beyond.

Computacenter Germany

Computacenter Germany, which was acquired in June 1997,
increased its contribution to Group turnover from £3.7 million
in 1997 to £37.1 million in 1998, its first full year of trading as
part of the Group. During 1998, our biggest investment was
in people, with headcount growing from 104 at the end of
1997 to 223 at the end of 1998. Significant new customer
account wins include DVAG, Dresdner Bank Group,
Hapag-Lloyd and Electrolux.

New offices were opened in Munich and Hamburg, and
an additional sales office was opened in Bremen. In October
we signed a lease on a new, larger, logistics facility in
Frankfurt and have since opened offices in Hannover and
Stuttgart. During 1999 we will continue to explore the
possibility of opening additional offices and invest to win
business and increase market share.

Chief Executive’s review






13 Simon Berry, Senior Customer Engineer, on-site at Yellow Pages’
offices, Reading. 14 Pascal Borot, Roll-out Team Leader, with (left)
Christophe Dekoster, Business Developer Engineer, at Computacenter’s
offices in Paris. 15 Huu Long Nguyen, Computacenter on-site engineet,
at Banque CPR, Paris. 16 (Following page) Chris Clarke, Support Analyst,
at Computacenter’s Remote Management Centre, Milton Keynes.

ICG
The International Computer Group (ICG), of which
Computacenter was a founding shareholder in 1989, remains
our core delivery mechanism for products and services
outside of the three European markets serviced directly by
Computacenter. This international joint venture now covers
58 countries throughout the world.

Whilst our focus for 1999 clearly remains on investing for
growth in our UK, French and German businesses, we wiill
continue to evaluate other market opportunities as these arise.

Our people
1998 was a historic year for Computacenter, notable for
financial performance as well as the flotation of the
Company. However, it was the individual efforts of our
staff — working alone or in teams — that made the difference.
| would particularly like to congratulate all the winners of
Computacenter’s internal ‘Champions of Quality’ awards,
many of which were awarded as a direct result of customer
recommendations.

Computacenter’s company-wide charity fund-raising
also increased significantly in 1998. Our chosen charities,
including Macmillan Cancer Relief, NSPCC and Children in
Need, received over £350,000 as a result of the efforts of
Computacenter staff.
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Following the flotation of the Company in May, free shares
were offered to all qualifying staff at that time. Since then
we have also initiated an Inland Revenue approved share
save scheme in which over half of our staff have elected
to participate.

Computacenter remains, essentially, a people company.
Long-term staff retention will always remain a critical success
factor for Computacenter. It is the task of management
to earn the loyalty of employees by providing a rewarding
work environment, ongoing training programmes, exciting
opportunities and attractive benefits. We are delighted with
the progress we have made in 1998. | believe that the
quality, commitment and enthusiasm of our staff bodes well
for our continuing success.

‘__.____} J
A / /TN

Mike Norris, Chief Executive

Chief Executive’s review









Our services

Computacenter’s business

Planning
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Requisition
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Implementation

Support
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Management
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Finance Director’s review

Turnover and profitability

In 1998, the Group continued its unbroken record of
consistent growth in turnover and profit before tax.

Pre tax profits increased to £64.6 million from £47.1 million,
an increase of 37.2%, whilst profit after tax increased

to £43.4 million from £31.1 million, a growth of 39.4%.
Operating profit increased from £52.5 million to £66.3 million,
a growth of 26.3%.

1998 saw a small decline in Group operating profit as a
percentage of sales, from 4.6% in 1997 to 4.2% in 1998.
This was due principally to the increase in the overseas
element of the Group’s activities and a charge to the Profit
and Loss account of £2.8 million for free shares granted
to staff at flotation in May. The 1998 UK operating profit
percentage was 4.9% excluding this charge, unchanged
from 1997.

In France there was a charge of £0.7 million included in
the operating profit in respect of a provision for costs
incurred for relocation of the business to a new head office
and operations centre. Excluding this charge, the operating
profit percentage in France was constant at 2.1% for 1997
and 1998. This reflects the level of investment made,
through the Profit and Loss account, in recruitment, staff
development and business growth.

The loss in Germany was lower than forecast, particularly
in view of the investment in new branches, staff and
associated infrastructure. The business continues to operate
in accordance with expectations at this early stage.

Net interest charges

Net interest charges reduced from £5.2 million to

£2.3 million. This was the result of lower interest rates and

improved cash balances arising from the new capital raised

at flotation and the strong operating cash flow in 1998.
During the year, £1.5 million of the Group’s 10% bonds

were redeemed at par, leaving a balance outstanding of

£42.8 million. The Computacenter 10% bonds mature in the

year 2002. Whilst the interest rate is high in comparison to
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current borrowing rates, the redemption cost arising from
early settlement would offset any benefit arising from early
repayment. Net interest cover improved to almost 29 from
10 in 1997.

Earnings per share and dividends
Basic earnings per share increased by 30.4% in 1998 and on
a diluted basis increased by 34.3%. Whilst profit after tax
increased by 39.4%, diluted earnings per share increased at a
lower rate, mainly due to the issue of new shares on flotation.
Consistent with the dividend policy set out in our flotation
prospectus, the board is pleased to announce a dividend of
10% of retained earnings equivalent to 2.5p per share, an
increase of 25% over the notional dividend for 1997 of 2.0p
per share. This will be payable on 21 May 1999 to registered
shareholders as of 30 April 1999.

Cash flow and working capital
The main elements of Working Capital improved during the
year as follows:

December 98 December 97 Change
Stock days 32 44 12
Debtor days 45 48 3
Creditor days 49 59 10

Stock days improved substantially, as expected, due to our
increased focus on reducing stock levels in partnership
with the major PC manufacturers. These initiatives include
implementation of channel assembly programmes, which
enable the Group to enhance customer service levels whilst
reducing stockholdings. Debtor days were reduced as a
result of our emphasis on continuous improvement of credit
collection and query resolution techniques. Creditor days fell,
as expected, primarily due to a change in terms from a major
vendor. Further significant reductions are not anticipated.
The result was that cash flow from operating activities
was almost 100% of operating profits in 1998 compared to
81% in 1997.




The net increase in fixed assets was £29.2 million.

Of this, £24.8 million represented expenditure to date on
the development of our new Hatfield operations centre.
The balance, a net increase in other fixed assets of

£4.4 million, was comprised mainly of computer equipment.
It is not the Group’s intention to own freehold property on

a long-term basis. However, Computacenter will own its
Hatfield development until completion and for a short
period thereafter until further facilities requirements
become clear. In the medium term the Group may
complete a sale and leaseback on this project.

During the year the Group’s net cash balances improved
by £53.8 million from a net debt position of £32.7 to net
funds of £21.1 million at the end of 1998. This was the result
of the strong operating cash flow, the net increase in assets
detailed above and the net cash proceeds of £50.1 million
from the sale of shares mainly at flotation.

The Group’s strong cash position will allow us to invest
in developing our range of services and consider investment
in appropriate acquisitions and market opportunities as
these arise.

Taxation

The Group’s effective tax rate for the year was 32.9%
compared with 33.9% in 1997. The decrease was mainly
due to the reduction of UK Corporation tax to 31% for the
whole of 1998, however it also reflected a small balance of
untaxed profit from overseas activities, which partly utilised
accumulated tax losses, and a lower level of disallowable
costs in the UK.

Assets employed

Consolidated shareholders’ funds increased from

£31.3 million to £120.8 million at the end of December 1998.
This significant increase arises mainly from the net cash
proceeds of £47.9 million from shares issued at the time of
flotation and retained profits of £39 million.
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Year 2000 compliance

The Y2000 problem concerns the inability of information
systems, primarily computer software programs, to properly
recognise and process date-sensitive information.

The Group has reviewed its internal IT systems for
Y2000 compliance and initiated plans to achieve
compliance. A substantial part of Y2000 compliance work
on Computacenter’s internal systems is largely completed
with the remaining upgrades on track for completion
during 1999. The cost of these upgrades has not been
separately quantified and is expensed through the Profit
and Loss account.

In addition, the Group supplies products and services to
its customers that may be affected by the Y2000 problem.
The Group is unable to give any direct assurance that
products supplied are Y2000 compliant other than
assurances given by manufacturers. Computacenter
does not accept any liability for faults in the processing of
dates and date-dependent data; customers should rely
entirely on assurances given by manufacturers in this respect.

European monetary union

During the year, the Group has considered the impact to the
business of the introduction of the Euro and we do not
expect upgrade costs in the context of the Group to be
significant. Internal systems for our French and German
subsidiaries will be modified as required to meet business
requirements.

Aoy Goply,

Anthony Conophy, Finance Director

17 Tony Conophy, Finance Director, Computacenter plc.

18 Melanie Wolpe, Quality Facilitator, takes visitors on a tour
of Computacenter’s Radlett site. 19 Nikolaus Gauer, Account
Manager, and Tanja Fischer, Sales Support (foreground), at
Computacenter’s Frankfurt office.
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Group Management and Directors

Executive Directors

20 Philip Hulme, Chairman (Aged 50)

Philip Hulme graduated from Imperial College London

with a first class engineering degree. In 1971 he won

a Harkness Fellowship and entered the MBA programme

at Harvard Business School. On graduating he joined the
Boston Consulting Group, for whom he worked in the United
States, South Africa and the UK, rising to Vice President
and Director in 1979. He was appointed to head the London
office in 1980. In 1981 he founded Computacenter with
Peter Ogden, and has worked for the Company on a
full-time basis since then.

21 Mike Norris, Chief Executive (Aged 37)

Mike Norris graduated with a degree in Computer Science
and Mathematics from East Anglia University in 1983.

He joined Computacenter in 1984 as a salesman in the City
office. In 1986 he was Computacenter’s top national account
manager. Following appointments as Regional Manager
for London operations in 1988 and General Manager of

the Systems Division in 1992 with full national sales and
marketing responsibilities, he became Chief Executive

in December 1994 with responsibility for all day-to-day
activities and reporting channels across Computacenter.
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22 Tony Conophy, Finance Director (Aged 41)

Tony Conophy has been a member of the Institute

of Chartered Management Accountants since 1982.

He qualified with Semperit (Ireland) Ltd and then worked
for five years at Cape Industries PLC group. He joined
Computacenter in 1987 as Financial Controller, rising in 1991
to General Manager of Finance. In 1996 he was appointed
Finance and Commercial Director of Computacenter (UK)
Limited with responsibility for all financial, purchasing and
vendor relations activities. In March 1998 he was appointed
Group Finance Director.

Non-Executive Directors

23 Peter Ogden (Aged 51)

Peter Ogden founded Computacenter with Philip Hulme

in 1981. He is Chairman of Computasoft, a director of Omnia
Limited, and a non-executive director of Abbey National plc.

24 Roderick Richards (Aged 43)

Rod Richards has been a director of F&C Ventures since
1988, is a non-executive director of PSD Group PLC and has
served on the boards of a number of private companies.

25 Adrian Beecroft (Aged 51)

Adrian Beecroft has been Chairman of Apax Partners & Co.
Ventures Limited since 1990 and has served on the boards
of a number of private and public companies.




Senior Management

Computacenter’s operating committee is chaired by the
Chief Executive, meets regularly and reports to the board.
The members are Mike Norris, Philip Hulme, Tony Conophy
and the following members of Computacenter’s

senior management team:

Richard Archer, General Manager, Sales, Banking Sector
(Aged 39) Joined Computacenter in 1991.

Andy Chudzik, UK Sales Director (Aged 41)
Joined Computacenter in 1988.

Mike Davies, General Manager, Technical Services (Aged 38)
Joined Computacenter in 1992.

Mike Greatwood, General Manager, HR and People
Development (Aged 33) Joined Computacenter in 1990.

Martin Hellawell, General Manager, Corporate Development,
International (Aged 34) Joined ICG in 1990 and
Computacenter in 1994.

John Joslin, General Manager, Services and Operations
(Aged 34) Joined Computacenter in 1987.

Chris New, General Manager, Corporate Development, UK
(Aged 40) Joined Computacenter in 1987.

Alan Pottinger, Company Secretary (Aged 41)
Joined Computacenter in 1986.

Craig Routledge, General Manager, Support Services
(Aged 41) Joined Computacenter in 1990.

Advisers

Secretary
Mr A J Pottinger FCIS

Auditors

Ernst & Young
Apex Plaza
Reading RG1 1YE

Registered office
Computacenter House
93-101 Blackfriars Road
London SE1 8HW

Registered number
3110569
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Corporate governance statement

The Company is committed to high standards of Corporate
Governance and undertook a review of its compliance with
best practice at the time the Company was floated in

May 1998. This statement describes how the principles of
corporate governance are applied to the Company and the
Company’s compliance with the provisions set out in
Section 1 of the Combined Code prepared by the committee
on Corporate Governance.

Compliance with the Code of Best Practice

Prior to the listing on the London Stock Exchange in May
1998, the Company was neither required to be, nor was
it, in full compliance with the Code of Best Practice. In
preparation for the listing, a Remuneration Committee
and an Audit Committee were formed on 23 April 1998.
Since the date of the listing the Company has been fully
compliant with the Code.

As guidance is not yet available for Directors on the
wider aspects of internal control reporting relating to
operational and compliance controls and risk management
as required by provision D.2.1, the Board will review and
report on the effectiveness of the Group’s system of
internal financial controls.

Board of Directors

The Board of Directors comprises three Executive
Directors and three Non-Executive Directors, two of whom,
Roderick Richards and Adrian Beecroft, are independent.
The biographies appear on page 24. These demonstrate a
range of experience and sufficient calibre to bring
independent judgement on issues of performance and
strategy that have contributed to the success of the Group.
The Board is responsible for overall Group strategy.

A statement of the Directors’ responsibilities in respect of
the accounts is given on page 31.

There are at least six scheduled Board meetings during
the year and other meetings are held as necessary.

All Directors have access to the advice and services of
the Company Secretary, A J Pottinger, who is responsible
for ensuring Board procedures are followed and that

the applicable rules and regulations are complied with.

To enable the Board to discharge its duties, all Directors
receive appropriate and timely information.

One-third of the Directors in office at the date of the
AGM notice are required to retire by rotation. In
accordance with the provisions of the Combined Code,
each of the Directors will be subject to election by the
shareholders at the forthcoming AGM, being the first
opportunity for election after their appointment.

Certain Board duties are delegated to the committees
of the Board, whose responsibilities and composition
are set out below. All of the following committees were
established on 23 April 1998 as part of the Company’s
review of its corporate governance procedures.

Adrian Beecroft has been nominated as the senior
independent Non-Executive Director to whom
shareholders’ concerns can be conveyed.
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Nomination Committee

The Nomination Committee comprises Philip Hulme as
Chairman, Peter Ogden and Roderick Richards. The role

of the Nomination Commiittee is to initiate the selection
process for the appointment of Executive and Non-Executive
Directors to the Board of the Company.

Remuneration Committee

The Remuneration Committee comprises Adrian Beecroft

as Chairman and Roderick Richards. Peter Ogden is a
non-voting special adviser to the committee. The committee
is constituted under the terms of reference and procedures
laid down by the Board, which are designed to enable the
Company to comply with the requirements of the Combined
Code on remuneration policy. The objective of the committee
is to determine the Company’s general policy on executive
remuneration and to determine specific packages for
Executive Directors. The committee will monitor and review
the terms and conditions of the Executive Directors’ service
agreements, consider the details of the specific remuneration
packages and consider the grant of share options under the
Company’s share option schemes.

Audit Committee

The Audit Committee comprises Roderick Richards as
Chairman, Adrian Beecroft and Peter Ogden. The role of the
committee is to review a wide range of matters including the
annual and interim financial statements, the accompanying
reports to shareholders, the preliminary announcement of
results and any other announcements regarding financial
information to be made public. The committee advises the
Board on the appointment and remuneration of the external
auditors and discusses the nature, scope and results of the
audit with the external auditors. The Audit Committee keeps
under review the cost effectiveness, independence and
objectivity of the external auditors. In addition, the committee
will review the controls over significant trading and credit risks.

Relations with shareholders

Communications with shareholders are given a high priority.
There is a regular dialogue with major shareholders including
presentations after the Company’s interim and preliminary
result announcements.

The Chairman of the Board will aim to ensure that the
Chairmen of the Audit and Remuneration Committees are
available at the AGM to answer the questions of private
and institutional investors. Details of the resolutions to be
proposed at the AGM on 12 May 1999 can be found in
the Notice of Meeting provided with these accounts.

Internal financial control

The Directors are responsible for the Group’s system of
internal financial control. Any system of internal financial
control can only provide reasonable and not absolute
assurance against any material financial misstatement
or loss. The key procedures that the Directors have
established with a view to providing effective internal
financial control are as follows:



Management structure

The Board has overall responsibility for the Group. All
significant decisions of a strategic nature with financial
implications for the Group are reserved for the Board.

The Executive Directors together with a number of key
executives constitute the operating committee that meets
monthly to discuss day-to-day operational matters.

Budgetary process

Each year the Board approves the annual budget.
Performance is monitored through a rigorous and detailed
reporting system in which monthly results are compared
against the annual budgets and relevant action taken
throughout the year. The Finance Director presents the
monthly results of the Group as a whole to the Board on a
regular basis and explains variances from the budgets.

Quality and integrity of staff

Experienced and suitably qualified staff take responsibility
for key business functions. Annual appraisal procedures
are established that ensure standards of performance

are maintained.

Centralised treasury function
All cash payments and receipts are managed by centralised

accounting functions within each of the operating companies.

Weekly reporting of cash balances to the Group Finance
Department ensures the position of the Group as a whole
is monitored.

Capital expenditure

Procedures exist and authority levels are documented to
ensure that capital expenditure is properly appraised and
authorised. Major investment projects are subject to
authorisation by the Board.

Audit Committee
The Audit Committee monitors the controls that are in force,
through a number of steps, including discussions with the
external auditors. An internal audit department will be
established during 1999 and the reports of the internal
auditors, together with the reports of the external auditors,
will be considered and appropriate action determined.

The Audit Committee was established in April 1998
and its members attend all regular Board meetings.
Prior to the establishment of the Audit Committee, the
Board reviewed the effectiveness of the system of
internal financial control and no significant weaknesses
were highlighted.

P W Hulme, Chairman
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Report on Directors’ remuneration

Composition
The Remuneration Committee, which was established in April 1998, is chaired by Adrian Beecroft and its other member is
Roderick Richards. Peter Ogden is a non-voting special adviser to the Committee.

Remuneration of Executive Directors

The Committee’s objective is to ensure that overall remuneration packages for Executive Directors are competitive and
sufficient in order to attract, retain and motivate high quality executives capable of achieving the Group’s objectives.

The salary and benefits will be reviewed annually to ensure they are supportive of the Group’s business objectives, taking
into account information from comparable companies, where relevant. The components of the remuneration package are
discussed below:

Basic salary and benefits

The basic salary for each Executive Director was set at the time of the flotation in May 1998. Benefits principally comprise
a company car. The values shown for the benefits in kind in the table of Directors’ emoluments below are the amounts
assessable to income tax for each Director.

Annual performance bonus
Mr Norris and Mr Conophy have discretionary bonus schemes which are linked to the performance of the Group. For 1998,
these bonuses were capped at £150,000 and £100,000 respectively.

Share options

The Executive Directors are eligible to be granted options under the Computacenter Performance Related Share Option
Scheme. These options are subject to certain performance conditions, designed to produce significant and sustained
improvements in the Company’s underlying financial performance.

Pension
Mr Norris and Mr Conophy are entitled to a maximum annual pension contribution of £2,500 each under the arrangements of
the Computacenter Pension Scheme, a defined contribution scheme which is available to all UK employees.

Fees
The fees for Non-Executive Directors are determined by the Board within the limits stipulated in the Articles of Association.
The Non-Executive Directors are not involved in the determination of their own remuneration.

Directors’ remuneration
The remuneration of the Directors in the year ended 31 December 1998 was as follows:

Basic salary Performance Pension Total Total
and fees Benefits in kind related bonuses contributions 1998 1997
£ £ £ £ £

Executive Directors

P W Hulme 251,282 21,457 - - 272,739 561,151
M J Norris (appointed 30 March 1998) 225,000 10,826 112,500 1,875 350,201

F A Conophy (appointed 30 March 1998) 150,374 13,448 75,000 1,875 240,697
Non-Executive Directors

P J Ogden® 86,513 800 - - 87,313 568,940
P A B Beecroft? 24,247 - - - 24,247 15,000
R L Richards® 24,247 - - - 24,247 15,000
Total 761,663 46,531 187,500 3,750 999,444 1,160,091

(1) Executive Director up to 23 April 1998.

(2) Mr Beecroft’s fees of £24,247 were paid to Apax Partners & Co Ventures Limited, his employer.

(3) Mr Richards’s fees of £24,247 were paid to F&C Ventures, his employer.

Aggregate gains realised on the exercise of share options by Directors was £1,574,340. The amounts disclosed in respect of

Mr Norris and Mr Conophy relate to the period since their appointment as Directors.
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Interests in options

The Directors have been awarded options under the Computacenter Limited Executive Share Option Scheme, the
Computacenter Services Group plc Approved Executive Share Option Scheme, the Computacenter Services Group plc
Unapproved Executive Share Option Scheme, the Computacenter Performance Related Share Option Scheme and the
Computacenter Sharesave Scheme. The number of share options outstanding is as follows:

Exercised

At 1 January during the
(or subsequent date Granted year (or since At 31 December
Exercise price Exercise dates  of appointment) during the year appointment) 1998
Executive Directors
P W Hulme 25.00p 9/4/99 - 8/4/03% 1,600,000 - - 1,600,000
M J Norris (appointed 30 March 1998) 14.02p  1/1/98 - 20/4/99% 240,000 - (240,000)® -
25.00p  1/1/99 - 16/4/00@ 500,000 - - 500,000
25.00p  1/1/99 - 10/5/01@ 300,000 - - 300,000
25.00p 9/4/99 — 8/4/03% 400,000 - - 400,000
41.25p 9/4/99 - 8/4/06% 400,000 - - 400,000
160.00p 31/7/00 - 30/7/07% 250,000 - - 250,000
610.00p* 20/5/01 - 20/5/03% - 49,180 - 49,180
670.00p* 30/7/03® - 2,574 - 2,574
M J Norris - total 2,090,000 51,754 (240,000) 1,901,754
F A Conophy (appointed 30 March 1998) 25.00p  1/1/99 - 23/4/02?% 100,000 - - 100,000
25.00p 9/4/99 - 8/4/03V 400,000 - - 400,000
41.25p 9/4/99 - 8/4/06% 200,000 - - 200,000
160.00p 31/7/00 - 30/7/07% 150,000 - - 150,000
610.00p* 20/5/01- 20/5/03% - 32,787 - 32,787
670.00p* 30/7/03® - 2,574 - 2,574
F A Conophy - total 850,000 35,361 - 885,361
Non-Executive Directors
P J Ogden 25.00p 9/4/99 - 8/4/03" 1,600,000 - - 1,600,000

P A B Beecroft - - - - -
R L Richards - - - - -

(1) Issued under the terms of the Computacenter Services Group plc Unapproved Executive Share Option Scheme.

(2) Issued under the terms of the Computacenter Limited Executive Share Option Scheme.

(3) M J Norris exercised 240,000 share options on 21 May 1998 and sold them for £6.70 each. No other Director made any
gains on the exercise of options during the year.

(4) Issued under the terms of the Computacenter Services Group plc Approved Executive Share Option Scheme.

(5) Issued under the terms of the Computacenter Performance Related Share Option Scheme. The options, which were
granted on 20 May 1998, are exercisable on the condition that the average annual compound growth in the Company’s
Earnings Per Share is at least equivalent to 20% during the three year period commencing 1 January 1998.

(6) Issued under the terms of the Computacenter Sharesave Scheme which is available to all employees and full time
Executive Directors of the Group.

The market price of the shares at 31 December 1998 was £4.40, the highest and lowest trading prices during the year were
£8.22 and £3.57 respectively. The options marked with an asterisk have an exercise price greater than the market price on
12 March 1999.

Service contracts and rotation
Each of the Directors is retiring in accordance with the provision of the Combined Code, which provides that all Directors
should be subject to election by shareholders at the first opportunity after their appointment. Each of the Directors, being
eligible, offer themselves for re-election.

None of the Directors proposed for re-election at the forthcoming Annual General Meeting have service contracts with
notice periods, at the date of this report, of one year or more.
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Directors’ report

The Directors present their report and the audited accounts
of the Group for the year ended 31 December 1998.

Principal activities

The Group’s principal activities are the design, project
management, implementation and support of integrated
information technology systems.

Review of the business
On 24 April 1998 the Company changed its name to
Computacenter plc.

A detailed review of the Group’s activities, the
development of its business and an indication of future
developments is included in the Chairman’s Statement,
Chief Executive’s Review and Finance Director’s Review.

Directors’ interests

Interest in shares

Results and dividends

The Group’s activities resulted in a profit before tax of
£64,603,000 (1997: £47,099,000). The Group profit for the
year available to shareholders amounted to £43,294,000
(1997: £31,087,000). The Directors propose a dividend for
the year of £4,302,000 (1997: £4,983,000).

Directors
The Directors who served during the year ended
31 December 1998 are listed on page 24.

The interests of the Directors in the share capital of the Company are set out below. The interests of the Directors in options
to acquire ordinary shares are included in the Report on Directors’ Remuneration.

Executive Directors

At
1 January 1998
(or subsequent

At date of
31 December 1998 appointment)
Number of Number of

ordinary shares ordinary shares

P W Hulme 42,062,724 47,573,475
M J Norris (appointed 30 March 1998) 1,196,944 1,198,144
F A Conophy (appointed 30 March 1998) 1,012,348 1,022,448
Non-Executive Directors

P J Ogden 42,062,724 47,573,475
P A B Beecroft 149,783 149,783
R L Richards 7,500 -

There have been no movements in the Directors’ shareholdings in the period since 31 December 1998 to the date of this report.
On 21 May 1998 Mr Hulme disposed of 5,510,751 shares held in a charitable trust. On 21 May 1998 Mr Norris disposed of

1,200 shares and Mr Conophy disposed of 10,100 shares.

Mr Ogden disposed of 400,000 shares in April 1998 and 5,110,751 shares in May, of which 3,500,000 were held in a

charitable trust.

Major interests in shares

In addition to the interests of the Directors, which are
disclosed above, at 12 March 1999 Foreign and Colonial
Management Limited held 14,047,478 ordinary shares of

5p each (8.1% of the ordinary share capital) and Foreign and
Colonial Trust plc held 8,376,489 ordinary shares of 5p each
(4.8% of the ordinary share capital). No other person has
notified an interest in the ordinary shares of the Company
required to be disclosed to the Company in accordance with
Sections 198-208 of the Companies Act 1985.
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Creditors payment policy

The parent company does not hold any trade creditor
balances, however it is the policy of the Company that

each of the businesses should agree appropriate terms and
conditions for its transactions with suppliers (ranging from
standard written terms to individually negotiated contracts)
and that payment should be in accordance with those terms
and conditions, provided that the supplier has also complied
with them.



Going concern

After reviewing Group and Company cash balances and
facilities, and based on past cash generation capacity, the
Directors believe that the Group and Company have
adequate resources to continue operations for the
foreseeable future. For this reason, they continue to
adopt the going concern basis in preparing the accounts.

Employee share schemes

The Group operates executive share option schemes for
the benefit of employees. As at 31 December 1998,
options under the schemes to purchase shares of the
Company have been granted to certain employees in
respect of 17,623,256 (1997: 25,021,824) ordinary shares
of 5p each. 8,277,068 ordinary share options were
exercised during the year.

In addition the Group has introduced a sharesave scheme
for the benefit of employees. As at 31 December 1998
options under the schemes to purchase shares of the
Company have been granted in respect of 2,478,272
ordinary shares.

Options were also granted to Executive Directors during
the year in respect of 81,967 ordinary shares of 5p each
under the terms of the Computacenter performance
related share option scheme, which are subject to
certain performance criteria as set out in the Report
on Directors’ Remuneration.

Employee involvement

The Group is committed to involve all employees in the
performance and development of the Group. Employees are
encouraged to discuss with management matters of interest
to employees and subjects affecting day-to-day operations of
the Group.

Equal opportunities

The Group is committed to equal opportunities. No employee
or potential employee receives less favourable treatment or
consideration on grounds of race, colour, religion, nationality,
ethnic origin, sex, disability or marital status. To this end the
Group has an Equal Opportunities Policy. This demonstrates
the Group’s commitment to make full use of the talents and
resources of all its employees and to provide a healthy
environment which will encourage good and productive
working relationships within the organisation.
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Charitable donations
The Group has made charitable donations during the year
amounting to £267,633 (1997: £98,809).

Statement of Directors’ responsibilities

in respect of the accounts

Company law requires the Directors to prepare accounts for
each financial period which give a true and fair view of the
state of affairs of the Company and of the Group and of the
profit or loss of the Group for that period. In preparing those
accounts, the Directors are required to:

» select suitable accounting policies and then apply them
consistently;

« make judgements and estimates that are reasonable

and prudent; and

« state whether applicable accounting standards have

been followed, subject to any material departures

disclosed and explained in the accounts.

The Directors confirm that the accounts comply with the
above requirements.

The Directors are responsible for keeping proper
accounting records which disclose with reasonable accuracy
at any time the financial position of the Group and to enable
them to ensure that the accounts comply with the
Companies Act 1985. They are also responsible for
safeguarding the assets of the Group and hence for taking
reasonable steps for the prevention and detection of fraud
and other irregularities.

Auditors

Ernst & Young have expressed their willingness to continue
in office as auditors and a resolution proposing their
reappointment will be submitted at the Annual General
Meeting.

By order of the Board

A J Pottinger, Secretary
15 March 1999

Directors’ report



Report of the auditors

To the members of Computacenter plc

We have audited the accounts on pages 33 to 48 which have
been prepared under the historical cost convention and on
the basis of the accounting policies set out on page 37.

Respective responsibilities of Directors and Auditors

The Directors are responsible for preparing the annual

report including, as described on page 31, the accounts.

Our responsibilities, as independent auditors, are established
by statute, the Auditing Practices Board, the Listing Rules

of the London Stock Exchange and by our profession’s
ethical guidance.

We report to you our opinion as to whether the accounts
give a true and fair view and are properly prepared in
accordance with the Companies Act. We also report to you
if, in our opinion, the Directors’ report is not consistent with
the accounts, if the Company has not kept proper accounting
records, if we have not received all the information and
explanations we require for our audit, or if the information
specified by law or the Listing Rules regarding Directors’
remuneration and transactions with the Company is
not disclosed.

We read the other information contained in the annual
report and consider whether it is consistent with the audited
accounts. We consider the implications for our report if we
become aware of any apparent misstatements or material
inconsistencies with the accounts.

We review whether the statement on page 26 reflects
the Company’s compliance with those provisions of the
Combined Code specified for our review by the Stock
Exchange, and we report if it does not. We are not required
to form an opinion on the effectiveness of either the
Company’s corporate governance procedures or the Group’s
internal controls.
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Basis of audit opinion

We conducted our audit in accordance with Auditing
Standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the accounts. It also includes
an assessment of the significant estimates and judgements
made by the Directors in the preparation of the accounts,
and of whether the accounting policies are appropriate

to the Group’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance that the accounts are free from
material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in
the accounts.

Opinion

In our opinion the accounts give a true and fair view of the
state of affairs of the Company and of the Group as at

31 December 1998 and of the profit of the Group for the year
then ended and have been properly prepared in accordance
with the Companies Act 1985.

Ernst & Young
Registered Auditor
Reading

15 March 1999



Group profit and loss account

1998

1997

For the year ended 31 December 1998 Note £000 £000
Turnover 2 1,586,238 1,133,523
Operating costs 3 (1,519,942) (1,081,041)
Operating profit 4 66,296 52,482
Loss from interests in associated undertakings (12) (176)
Other income 4,945 1,429
Interest payable and similar charges 7 (6,626) (6,636)
Profit on ordinary activities before taxation 64,603 47,099
Taxation 8 (21,232) (15,990)
Profit on ordinary activities after taxation 43,371 31,109
Minority interests — equity (77) (22)
Profit attributable to members of the parent Company 43,294 31,087
Dividends - ordinary dividends on equity shares 9 (4,302) (4,983)
Retained profit for the year 38,992 26,104
Earnings per share:
— Basic 10 27.0p 20.7p
— Diluted 23.5p 17.5p
Group statement of total recognised gains and losses

1998 1997
For the year ended 31 December 1998 Note £000 £000
Profit attributable to members of the parent Company for the financial year 43,294 31,087
Exchange difference on retranslation of net assets of associated
and subsidiary undertakings 287 (339)
Total recognised gains for the year 21 43,581 30,748
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Group balance sheet

1998

1997

At 31 December 1998 Note £000 £0000
Fixed assets
Tangible assets 11 59,768 30,589
Investments 12 1,467 1,408
61,235 31,997
Current assets
Stocks 13 109,853 108,245
Debtors: gross 237,855 186,270
Less non returnable proceeds (1,293) (20,549)
14 236,562 165,721
Cash at bank and in hand 63,601 13,829
410,016 287,795
Creditors: amounts falling due within one year 15 (307,382) (245,001)
Net current assets 102,634 42,794
Total assets less current liabilities 163,869 74,791
Creditors: amounts falling due after more than one year 16 (42,013) (43,448)
Provision for liabilities and charges 19 (1,035) -
Total assets less liabilities 120,821 31,343
Capital and reserves
Called up share capital 20 8,678 7,876
Share premium account 21 49,850 537
Profit and loss account 21 62,144 22,865
Shareholders’ funds — equity 120,672 31,278
Minority interests — equity 149 65
120,821 31,343

Approved by the board on 15 March 1999

P W Hulme, Chairman
M J Norris, Chief Executive
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Company balance sheet

1998

1997

At 31 December 1998 Note £000 £000
Fixed assets
Tangible assets 11 34,623 9,858
Investments 12 126,967 123,260
161,590 133,118
Current assets
Debtors 14 8,267 185
Cash at bank and in hand 447 248
8,714 433
Creditors: amounts falling due within one year 15 (6,367) (21,536)
Net current assets/(liabilities) 2,347 (21,103)
Total assets less current liabilities 163,937 112,015
Creditors: amounts falling due after more than one year 16 (47,661) (47,446)
Provisions for liabilities and charges 19 (1,035) -
Total assets less liabilities 115,241 64,569
Capital and reserves
Called up share capital 20 8,678 7,876
Share premium account 21 49,850 537
Merger reserve 21 55,990 55,990
Profit and loss account 21 723 166
Shareholders’ funds — equity 115,241 64,569

Approved by the board on 15 March 1999

P W Hulme, Chairman
M J Norris, Chief Executive
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Group statement of cash flows

1998

1997

For the year ended 31 December 1998 Note £000 £000
Cash inflow from operating activities 22 63,734 42,625
Returns on investments and servicing of finance 23 (2,084) (4,748)
Taxation
Corporation tax paid (17,486) (11,294)
Capital expenditure and financial investment 23 (40,179) (20,787)
Acquisitions and disposals 23 (71) (2,756)
Equity dividends paid - (4,983)
Cash inflow/(outflow) before financing 3,914 (1,943)
Financing
Issue of shares 23 50,115 217
Decrease in debt 23 (4,257) (2,312)
Increase/(decrease) in cash in the year 49,772 (4,038)
Reconciliation of net cash flow to movement in net debt

Note £'000
Net debt at 1 January 1997 (30,749)
Decrease in cash in the year (4,038)
Cash outflow from repayment of debt and lease finance 2,312
Change in net debt resulting from cash flows (1,726)
Non cash changes in debt (214)
Net debt at 31 December 1997 24 (32,689)
Increase in cash in the year 49,772
Cash outflow from repayment of debt and lease finance 4,257
Change in net debt resulting from cash flows 54,029
Non cash changes in debt (214)
Net funds at 31 December 1998 24 21,126
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Notes to the accounts

1. Accounting policies

Basis of preparation

The accounts are prepared under the historical cost
convention and in accordance with applicable accounting
standards.

Basis of consolidation

These Group accounts consolidate the accounts of
Computacenter plc and all of its subsidiary undertakings for
the period drawn up to 31 December each year. No profit
and loss account is presented for Computacenter plc as
permitted by section 230 of the Companies Act 1985.

The profit for the year for Computacenter plc was £4,859,000
(1997: £6,303,000).

Undertakings, other than subsidiary undertakings, in which
the Group holds a participating interest and over which it
exerts significant influence are treated as associated
undertakings. The Group accounts include the appropriate
share of these undertakings' results (from the date of
acquisition) and net assets based on audited accounts of
those undertakings for the year ended 31 December 1998.

Depreciation of tangible fixed assets
Freehold land is not depreciated. Depreciation is provided on
all other tangible fixed assets at rates calculated to write off
the cost, less estimated residual value, of each asset evenly
over its expected useful life, as follows:

Freehold buildings 50 years

Leasehold acquisition costs  period to expiry of lease

Structural improvements shorter of 7 years and period

to expiry of lease

Fixtures and fittings shorter of 7 years and period

to expiry of lease

Office machinery, computer

hardware and software 2-4 years

Motor vehicles 3 years

Leases
Assets held under finance leases and hire purchase contracts
that transfer substantially all the risks and rewards of
ownership to the Group are treated as if they had been
purchased and an amount equivalent to their fair value is
included under tangible fixed assets. Depreciation is provided
in accordance with the Group’s normal depreciation policy.
The capital element of the related rental obligations is
included in creditors. Leasing and hire purchase payments
are treated as consisting of capital and finance charge
elements and the finance charge is included in interest
payable in the profit and loss account.

Rentals paid under operating leases are charged to income
on a straight line basis over the term of the lease.
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Stocks

Stocks are valued at the lower of average cost and net
realisable value after making due allowance for any obsolete
or slow moving items. Cost includes all costs incurred in
bringing each product to its present location and condition.
Net realisable value is based on estimated selling price less
any further costs expected to be incurred to completion

and disposal.

Revenue recognition and deferred product revenue
Product revenue is recognised when receivable under a
contract following delivery of the product. Maintenance
revenue is recognised over the maintenance period on a
straight line basis. The unrecognised maintenance revenue
is included as deferred income in the balance sheet.

Deferred taxation

Deferred taxation is provided using the liability method on all
timing differences to the extent that they are expected to
reverse in the future without being replaced, calculated at the
rate at which it is estimated that tax will be payable.

Goodwill
Goodwill arising on acquisitions prior to 31 December 1997
was written off against reserves in the period of acquisition.
Goodwill previously eliminated against reserves has not been
reinstated on implementation of FRS 10.

Goodwill arising on acquisitions since 1 January 1998
will be capitalised, classified as an asset on the balance
sheet and amortised on a straight line basis over its useful
economic life up to a presumed maximum of 20 years.

Pensions

The Group operates a defined contribution pension scheme
available to all UK employees. Contributions are charged to
the profit and loss account as they become payable in
accordance with the rules of the scheme.

Foreign currencies

Company

Transactions in foreign currencies are recorded at the rate
ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated
at the rate of exchange ruling at the balance sheet date.

All differences are taken to the profit and loss account.

Group

Net assets of overseas subsidiary and associated
undertakings are translated at the rate of exchange ruling at
the balance sheet date. Profit and loss accounts of overseas
subsidiaries are translated using average rates of exchange.
Exchange differences arising from the retranslation of
opening net assets and profit and loss accounts using year
end rates of exchange are taken directly to reserves.

Capital instruments

Shares are included in shareholders’ funds. Other
instruments are classified as liabilities if they contain an
obligation to transfer economic benefits and if not they are
included in shareholders' funds. The finance cost recognised
in the profit and loss account in respect of capital
instruments other than equity shares is allocated to periods
over the term of the instrument at a constant rate on the
carrying value.



2. Turnover and segmental analysis

Turnover represents the amounts derived from the provision of goods and services which fall within the Group’s ordinary
activities, stated net of VAT. The Group operates in one principal activity, that of the design, supply, project management and

long term support of information technology systems.

An analysis of turnover by destination and origin, operating profit and net assets is given below:

1998

1997

£1000 £000
Turnover by destination
UK 1,365,906 1,031,143
France 165,764 96,308
Germany 39,020 3,933
Rest of the World 15,548 2,139
1,586,238 1,133,523
1998 1997
£'000 £000
Turnover by origin
UK 1,383,357 1,033,820
France 165,773 96,039
Germany 37,108 3,664
1,586,238 1,133,523
1998 1997
£'000 £000
Operating profit
UK 64,929 51,111
France 2,747 2,054
Germany (1,380) (683)
66,296 52,482
All turnover and operating profit relates to continuing operations.
1998 1997
£1000 £000
Net assets employed
UK 94,276 62,050
France 10,706 3,378
Germany (6,112) (2,162)
Sub-total 98,870 63,266
Net assets of associated undertaking:
- UK 66 7
- Rest of the World 759 759
Net assets employed 99,695 64,032
Net funds/(debt) (see note 24) 21,126 (32,689)
Net assets 120,821 31,343
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3. Operating costs
1998

1997

£'000 £:000
Increase in stocks of finished goods (1,608) (24,841)
Goods for resale and consumables 1,254,418 916,453
Staff costs (note 5) 153,619 104,403
Other operating charges 113,513 85,026
1,519,942 1,081,041
4. Operating profit
£000 £000
This is stated after charging:
Auditors’ remuneration — audit services — UK 102 98
— audit services — overseas 20 13
— non-audit services — UK 615 98
Depreciation of owned assets 10,492 7,907
Depreciation of assets held under finance leases and hire purchase contracts 199 483
Operating lease rentals:
- Land and buildings 7,022 4,451
— Plant and machinery 5,572 3,348
5. Staff costs
£000 £000
Wages and salaries 135,960 92,947
Social security costs 15,667 10,154
Other pension costs 1,992 1,302
153,619 104,403
The average number of persons employed by the Group, including directors, during the year was as follows:
empioyecs  employees
1998 1997
Sales and sales support 813 574
Administration, technical and engineering 3,126 2,270
3,939 2,844
Details of Directors’ remuneration, pension entitlements and share options are disclosed in the Report on Directors’
Remuneration on page 28.
6. Other income
£000 £000
Bank interest 4,328 1,429
Exchange gain 617 -
4,945 1,429
7. Interest payable and similar charges
E-
Bank loans and overdraft 236 714
Other loans 6,368 5,860
Finance charges payable under finance leases and hire purchase contracts 22 62
6,626 6,636
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8. Tax on profit on ordinary activites
The charge based on the profit for the year comprises:

1998 1997
£'000 £000

UK Corporation tax
Current 20,197 16,189
Deferred tax 1,035 (199)
21,232 15,990

9. Dividend

The Directors recommend the payment of a dividend of 2.5p per share (1997: 3.2p per share). Had the Directors implemented
the dividend policy set out in the flotation prospectus by paying 10% of attributable profits, the total dividend in 1997 would
have been £3,109,000. On the basis of the number of shares in issue at 31 December 1997 this would represent a notional
dividend of 2.0p per share. The Computacenter ESOP trust has waived the dividends payable in respect of 1,475,170

(1997: 1475,170) ordinary shares that it owns which are not allocated to employees. Accordingly dividends payable have

been reduced by £37,000.

10. Earnings per share

The calculation of earnings per ordinary share is based on profit attributable to members of the holding Company of
£43,294,000 (1997: £31,087,000) and on 160,535,000 (1997: 150,454,000) ordinary shares, being the weighted average
number of ordinary shares in issue during the year after excluding the shares owned by the Computacenter Employee
Share Trust.

The diluted earnings per share is based on the same earnings figure of £43,294,000 (1997: £31,087,000) and on
184,242,000 (1997: 177,279,000) ordinary shares, calculated as the basic weighted average number of ordinary shares,
plus 23,707,000 (1997: 26,825,000) dilutive share options.

The figures for 1997 have been restated in accordance with FRS 14.

11. Tangible fixed assets
Freehold Short leasehold Fixtures, fittings

land and property and  equipment and
Mo Eoo0 " Eo00 £000
Group
Cost
At 1 January 1998 11,981 7,075 38,221 57,277
Exchange adjustments - - 220 220
Additions 24,776 1,355 14,486 40,617
Disposals - (205) (3,846) (4,051)
At 31 December 1998 36,757 8,225 49,081 94,063
Depreciation
At 1 January 1998 183 4,431 22,074 26,688
Exchange adjustments - - 123 123
Charge for year 22 760 9,909 10,691
Disposals - (167) (3,040) (3,207)
At 31 December 1998 205 5,024 29,066 34,295
Net book amount
at 31 December 1998 36,552 3,201 20,015 59,768
At 31 December 1997 11,798 2,644 16,147 30,589

Details included above of assets held under finance leases and hire purchase contracts:

Fixtures, fittings  Fixtures, fittings

equipment equipment
and vehicles and vehicles
1998 1997
£'000 £:000

Group
Cost 1,234 1,466
Accumulated depreciation (1,026) (1,052)
Net book amount 208 414
Depreciation charge for the year 199 483

40 Computacenter plc annual report and accounts 1998 Notes to the accounts



11. Tangible fixed assets continued

Freehold land

and buildings
£000
Company
Cost
At 1 January 1998 9,858
Additions 24,765
At 31 December 1998 34,623
Net book amount
At 31 December 1998 34,623
At 31 December 1997 9,858
The Company holds no assets under finance leases or hire purchase contracts.
12. Investments
1998 1997
£000 £:000
Group
Associated undertakings (a) 825 766
Own Shares (b) 641 641
Other listed investments 1 1
1,467 1,408
Share of net

tangible asset
1998

£000
(a) Associated undertakings

At 1 January 1998 766
Share of losses of associated undertakings (12)
Additions 71
At 31 December 1998 825

The Group's share of post acquisition accumulated profits of associated undertakings at 31 December 1998 is £16,000
(1997: £28,000). The Group has received £1,637,000 (1997: £948,000) from the associated undertakings for the provision
of administrative services and the reimbursement of costs incurred.

1998

£000
(b) Own shares
Cost
At 1 January 1998 2,242
Additions 2,781
Disposals (2,972)
At 31 December 1998 2,051
Provided
At 1 January 1998 1,601
Disposals (191)
At 31 December 1998 1,410
Net book value
At 31 December 1998 641
At 31 December 1997 641
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12. Investments continued

Own shares comprise 5,096,170 (1997: 6,196,170) 5p ordinary shares purchased by a third party on behalf of the Computacenter
Employee Share Ownership Plan (“the Plan”). All shares held by the trust are funded by a bank loan guaranteed by
Computacenter (UK) Limited (see note 17). The market value of the investment in own shares at 31 December 1998

was £6,491,000.

Included in both additions and disposals of own shares is £2,781,000 representing the cost of shares purchased by a third
party on behalf of the Group, which were gifted to employees at the time of the flotation. None of the 5p ordinary shares of
the Company were awarded to the executives of Computacenter (UK) Limited under the Computacenter Limited Cash Bonus
and Share Plan (1997: 930,000). Shares previously awarded are held on behalf of employees and former employees of
Computacenter (UK) Limited and their dependants, excluding Jersey residents. The distribution of these shares is dependent
upon the Trustee holding them on the employee's behalf for a restrictive period of three years.

All costs incurred by the Plan are settled directly by the Group and are charged in the accounts as incurred. The Plan has
waived dividends payable in respect of 1,475,170 shares that it owns which are not allocated to employees. Any dividends
received by the Plan in respect of shares allocated to the beneficiaries would be paid in full to them.

Shares in Loans to Shares in
subsidiary subsidirary associated Other listed

undertagjgg; undertagjggg undertag’iggg investrz%ngg £T8(t)%l
Company
Cost
At 1 January 1998 118,157 6,958 4 1 125,120
Additions - 6,666 71 - 6,737
At 31 December 1998 118,157 13,624 75 1 131,857
Amounts provided
At 1 January 1998 (1,860) - - - (1,860)
During the year - (3,030) - - (3,030)
At 31 December 1998 (1,860) (3,030) - - (4,890)
Net Book Value
At 31 December 1998 116,297 10,594 75 1 126,967
At 31 December 1997 116,297 6,958 4 1 123,260

Details of the principal investments at 31 December 1998 in which the Group or the Company holds more than 20% of the
nominal value of ordinary share capital are as follows:

Country of Proportion
registration Nature of business held
Subsidiary and associated undertakings
Computacenter (UK) Limited
(formerly Computacenter Limited) England Microcomputer systems 100%
Computacenter France SA France Microcomputer systems 98.3%
Computacenter GmbH Germany Microcomputer systems 75.8%
ICG International Computer Group BV Netherlands Non trading 64.3%6*
ICG Services Limited England International sales and marketing of 37.5%

Microcomputer systems

* includes indirect holdings of 32.4% via Computacenter (UK) Limited and 31.9% via Computacenter France SA.
The Company has not disclosed the details for undertakings which are dormant as disclosure would result in a statement of
excessive length.

The Company has an option to acquire the remaining 24.2% of the nominal share capital of Computacenter GmbH under
which additional cash consideration may be payable to the vendors of the acquired Company in 2000. These payments could
range from £nil to £3.6 million and are contingent on the levels of turnover in the fiscal year 1999 and the cumulative earnings
before interest and tax achieved in the period 1 January 1997 to 31 December 1999. No provision has been made in these
accounts for any amount which may become payable. The Directors currently estimate that, at the rates of exchange ruling at
31 December 1998, the payment that may be made is approximately £550,000.

42 Computacenter plc annual report and accounts 1998 Notes to the accounts



13. Stocks

Group Group Company Company
£000 £000 £000 £000
Goods held for resale 109,853 108,245 - -
There is no material difference between the balance sheet value of stock and its replacement cost.
14. Debtors: due within one year
Group Group Company Company
£000 £000 £000 £000
Trade debts factored without recourse:
— Gross debts 1,463 24,176 - -
— Less non returnable proceeds (1,293) (20,549) - -
170 3,627 - -
Other trade debtors 229,712 154,550
Amount owed by subsidiary undertaking - - 8,140 -
Amounts owed by associated undertakings 536 293 - -
Other debtors, prepayments and accrued income 6,144 7,251 127 185
236,562 165,721 8,267 185

Debts factored without recourse represent a proportion of the debts of the Group’s French subsidiary which have been

factored without recourse but where the Group has retained limited risks in the event of slow payment. The Group is not

obliged to support any losses in respect of these debts, nor will it do so.

The provider of the finance has agreed in writing that it will seek repayment of the finance, as to both principal and interest
only to the extent that sufficient funds are generated by the specific item it has funded and that it will not seek recourse in

any other form.

15. Creditors: amounts falling due within one year

Group Group Company Company

£000 £000 £000 £000

Loans (see note 17) 1,500 1,500 1,500 1,500
Bank loans (see note 17) - 1,894 - -
Trade creditors 197,552 170,303 - -
Obligations under finance leases and hire purchase contracts (see note 18) 175 227 - -
Corporation tax 18,325 15,614 - -
Other creditors including taxation and social security (a) 28,432 20,553 - 507
Amounts owed to subsidiary undertakings - - - 19,529
Accruals 30,298 20,650 565 -
Deferred income on maintenance contracts 26,798 14,260 - -
Dividend payable 4,302 - 4,302 -
307,382 245,001 6,367 21,536

(@) Included within other creditors is £22,902,000 (1997: £17,918,000) in respect of taxation and social security balances.
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16. Creditors: amounts falling due after more than one year

Group Group Company Company
£000 £000 £000 £000
Loans (see note 17) 40,799 42,725 40,474 41,759
Amounts owed to subsidiary undertakings - - 7,187 5,687
Obligations under finance leases and hire purchase contracts (see note 18) - 172 - -
Deferred income on maintenance contracts 1,214 551 - -
42,013 43,448 47,661 47,446
17. Loans
Lo %loor o oo o6y
£000 £'000 £000 £'000
Loans comprise amounts
Wholly repayable within five years 43,138 47,173 50,000 50,000
Less: amounts owed to subsidiary undertakings - - (7,187) (5,687)
Less issue costs (839) (1,054) (839) (1,054)
42,299 46,119 41,974 43,259
Less amounts due within one year (1,500) (3,394) (1,500) (1,500)
40,799 42,725 40,474 41,759
Analysed as amounts due:
— Within one year 1,500 3,394 1,500 1,500
— Between two and five years 41,638 43,779 48,500 48,500
43,138 47,173 50,000 50,000
Less issue costs (839) (1,054) (839) (1,054)
42,299 46,119 49,161 48,946

Group
The Group has guaranteed a bank loan of £326,000 (1997: £966,000) in respect of the Employee Share Option Plan.

Group and Company
Loans wholly repayable within five years include £50,000,000 bonds secured by a fixed charge over the Company’s
investment in the ordinary shares of Computacenter (UK) Limited. The bonds are listed on the Luxembourg Stock Exchange
and are repayable in full on 24 November 2002. The rate of interest payable is 10%.

For the Group, the amount repayable is reduced by £7,187,000 for the par value of bonds purchased by Computacenter
(UK) Limited since the issue of the bond.

During 1997 the Company entered into put and call options which may be exercised in each November until 2002 for the
purchase of £1,500,000 of the bonds each year. Accordingly the bonds which may be repurchased in November 1999 are
included in debt repayable within one year.

18. Obligations under leases and hire purchase contracts

1998 1997
£000 £'000
Group
Amounts payable within one year 180 246
Amounts payable between two and five years - 178
180 424
Less: finance charges allocated to future periods (5) (25)
175 399
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19. Provisions for liabilities and charges

Deferred taxation
Deferred tax provided in the accounts is as follows:

1998

1997

Provided Provided
£000 £000
Group and Company
Capital allowances in advance of depreciation 1,035 -
1,035 -
There are no potential deferred tax liabilities that have not been provided for at 31 December 1998 (1997: nil).
20. Share capital
C-
Authorised
Equity
Ordinary shares of 5p each 25,000 25,000
1998 1998 1997 1997
No 000 £000 No 000 £'000
Allotted, called up and fully paid
Equity
Ordinary shares of 5p each 173,551 8,678 157,519 7,876

On 29 May 1998 the Company issued 7,755,016 ordinary shares for a consideration of £6.70 each, or £51,958,607 in
aggregate, as part of a Global offering. The shares issued have a nominal value of £387,751. Expenses relating to the issue

of £4,077,000 have been written off against the share premium account.
Options

Executive Share Option Scheme

Options were exercised in respect of 8,277,068 (1997: 1,298,064) 5p ordinary shares during the year at a nominal value of
£413,853 (1997: £64,903) and at an aggregate premium of £1,818,706 (1997: £152,127). Under the executive share option

schemes options remaining outstanding at the year end comprise:

1998

1997

Exercise Number Number

Exercisable between price outstanding outstanding
January 1998 — December 1998 14.02p - 540,168
January 1998 — April 1999 14.02p - 748,172
January 1999 — April 2000 25.00p 660,000 1,760,796
January 1999 — May 2001 25.00p 355,000 1,123,432
January 1999 — April 2002 25.00p 488,328 1,123,828
January 1999 — May 2003 28.75p 821,000 2,630,000
January 1999 - July 2004 32.50p 685,000 3,040,000
April 1999 - April 2003 25.00p 4,839,928 4,839,928
April 1999 — April 2006 41.25p 6,330,000 6,744,000
July 2000 - July 2007 160.00p 2,399,500 2,471,500
Mar 2001 — Mar 2008 300.00p 1,044,500 -
17,623,256 25,021,824

During the year options in respect of 227,300 shares lapsed, 8,277,068 were exercised and 1,105,800 new options

were granted.
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20. Share capital continued

Computacenter Sharesave Scheme

During 1998 the Company has established the Computacenter Sharesave Scheme, which is available to all employees and full
time Executive Directors of the Company and its subsidiaries who have worked for a qualifying period. Under the scheme the
following options have been granted and are outstanding as at 31 December 1998:

Date of Grant Share price Exercise date Number
August 1998 £6.70 August 2001 38,964
August 1998 £6.70 August 2003 23,030
September 1998 £4.25 September 2001 1,265,931
September 1998 £4.25 September 2003 1,150,347

2,478,272

Computacenter Performance Related Share Option Scheme
Under the Computacenter Performance Related Share Option scheme, options can be granted and those options will be subject
to certain performance conditions, designed to produce significant and sustained improvements in the Company's underlying
performance. During the year 81,967 options were granted and at 31 December 1998 these were outstanding as follows:

1998

1997

Exercise Number Number
Exercisable between price outstanding outstanding
May 2001 - May 2003 610.00p 81,967 -
21. Reconciliation of shareholders’ funds and movements on reserves
Total
Share capital ~ Share premium  Merger reserve |os: r:ggoir:ﬂ Shareho#ﬂﬁgss,
£000 £000 £000 £:000 £000
Group
At 1 January 1997 7,811 385 - (256) 7,940
Shares issued 65 152 - - 217
Total recognised gains in the period - - - 30,748 30,748
Equity dividends paid - - - (4,983) (4,983)
Goodwill written off - - - (2,644) (2,644)
At 31 December 1997 7,876 537 - 22,865 31,278
Shares issued 802 53,390 - - 54,192
Costs of share issue - (4,077) - - (4,077)
Total recognised gains in the year - - - 43,581 43,581
Equity dividends proposed - - - (4,302) (4,302)
At 31 December 1998 8,678 49,850 - 62,144 120,672
Total
Profit and shareholders’
Share cg%% Share premium  Merger reserve loss account fﬁgggg
Company
At 1 January 1997 7,811 385 55,990 (1,154) 63,032
Shares issued 65 152 - - 217
Total recognised gains in the period - - - 6,303 6,303
Equity dividend paid - - - (4,983) (4,983)
At 31 December 1997 7,876 537 55,990 166 64,569
Shares issued 802 53,390 - - 54,192
Costs of share issue - (4,077) - - (4,077)
Total recognised gains in the year - - - 4,859 4,859
Equity dividends proposed - - - (4,302) (4,302)
At 31 December 1998 8,678 49,850 55,990 723 115,241

The cumulative amount of goodwill resulting from acquisitions which has been written off directly to reserves is £81,620,000
(1997: £81,620,000). All shareholders’ funds are attributable to equity interests in the Company.
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22. Reconciliation of operating profit to operating cash flows

1998

1997

£000 £000
Operating profit 66,296 52,482
Depreciation 10,691 8,390
Loss on disposal of fixed assets 407 228
Increase in debtors (70,842) (18,568)
Increase in stocks (1,608) (24,841)
Increase in creditors 57,976 25,302
Currency and other adjustments 814 (368)
Net cash inflow from operating activities 63,734 42,625
23. Analysis of gross cash flows

£000 £000
Returns on investments and servicing of finance
Interest received 4,328 1,429
Interest paid (6,390) (6,115)
Interest element of finance lease rental payments (22) (62)
Net cash outflow for returns on investments and servicing of finance (2,084) (4,748)
Capital expenditure and financial investment
Payments to acquire tangible fixed assets (40,616) (21,180)
Receipts from sales of tangible fixed assets 437 393
Net cash outflow for capital expenditure and financial investment (40,179) (20,787)

1998 1997

£000 £000
Acquisitions and disposals
Payment to acquire interest in subsidiary undertakings - (1,400)
Net overdraft/cash acquired with subsidiary undertaking - (1,351)
Payment to acquire interest in associated undertaking (71) 4)
Payment to acquire other investments - (1)
Net cash outflow for acquisitions and disposals (71) (2,756)
Financing
Issue of ordinary share capital 50,115 217
Repayment of term bank loans (2,533) (1,934)
Net repayment of capital element of finance leases (224) (434)
New loans - 56
Less bonds repurchased (1,500) -
Net cash inflow/(outflow) from financing 45,858 (2,095)
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24. Analysis of changes in debt

At 1 January Cash flows Other non-cash At 31 December

1998 in year changes 1998

£000 £000 £'000 £000

Cash at bank and in hand 13,829 49,772 - 63,601
Debt due within one year (3,394) 3,394 (1,500) (1,500)
Debt due after one year (42,725) 639 1,286 (40,800)
Finance leases (399) 224 - (175)
Total (32,689) 54,029 (214) 21,126

25. Other financial commitments
Annual commitments under non-cancellable operating leases are as follows:

1998 1998 1997 1997
000 oo Eooo £000
Group
Operating leases which expire:
Within one year 822 1,291 164 935
Between two and five years 3,141 2,662 1,267 5,157
Over five years 4,137 20 3,127 211
8,100 3,973 4,558 6,303

26. Capital commitments
At 31 December 1998 future Group capital expenditure contracted for, but not provided for, amounted to £28,752,000
(1997: £315,000). This commitment is in respect of the Group’s new logistics facility in Hatfield.

27. Contingent liabilities
The Group has given a VAT deferred import duty guarantee of £50,000 (1997: £50,000).

Computacenter (UK) Limited has given a guarantee in the normal course of business to a supplier of a subsidiary
undertaking for an amount not exceeding FFR10,000,000 (1997: FFR10,000,000).

28. Related party transactions

Group
Computasoft Limited, a related party, provides the Computacenter customer system used by approximately 300 major
customers. An annual fee has been agreed on a commercial basis for the use of the software for each installation. Total fees
paid in the year amounted to £1,114,726 (1997: £1,279,134). Both P J Ogden and P W Hulme are Directors of and have a
material interest in Computasoft Limited.

In addition, the Group supplied goods to Computasoft in the normal course of business totalling £461,000 (1997: £547,000).
At 31 December 1998 Computasoft owed the Group £50,000 (1997: £74,000 owed by the Group).
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