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Chairman’s Statement

Compel Report & Accounts 1999

lam pleased to report strong results for Compel for
the year ended 30 June 1999, We have, once again,
significantly increased our revenues, profits and
earnings per share to record levels.

Organic growth throughout the Group has been
good, with all businesses performing well. The
nature of our relationships with cur existing
customers has become not only more extensive, but
also more services led and all-embracing. We have
also won some important new customers.

There was one major acquisition during the year;
that of info'Products UK PLC. Qur progress with this
pusiness has been good and in line with our
expectations at the time of the transaction. This
acquisition has been earnings enhancing and has
materially strengthened the Group.

Qur business is particularty reliant upon its statf,
Once again, the employees of the Group have
performed magnificently throughout the year and |
would like to thank them for and congratulate them
on their achievements.

Compel criginally floated on the London Stock
Exchange five years ago, in September 1924; this is
an appropriate point to refiect on what we have
achieved since then. The Group has grown from being
an imporiant participant in its sector {o being one of
the ciear market leaders, and from an organisation
employing 200 people to one employing over 1,300,

Financially, our performance can be summarised

as follows:
Year ended Year endead Compound
0 Jure 30 June Annual
1894 195% Growth
£000 £'000 %
Turnover 54,542 263,750 40
Profit befora tax 2,062 12,679 44
Earnings per share 10.0p 36.2p 29
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Whilst the markets we address have grown over
these five years, much of our success has come from
increasing our share of these markets and from very
effective management of our businesses. We are
proud of what we have achieved.

Cur mission is unchanged; we aim to be the leading
provider of quality 1T services to major users. Qur
strategy to achieve this is to develop a group of
customer focused businesses, providing a full range
of comprehensive, flexibie and integrated services to
the highest standard,

In general, cur markets remain robust. However, we
have seen some slow down in expenditure as a result
of the impending Year 2000 date change and we
envisage that this trend will continue through fo the
end of December 1999. Beyond the millennium, we
belteve our prospects are excellent. We anticipate a
swift increase in expenditure levels as organisations
seek to fulfil pent up demand, and particularly as
they orient their activities towards new initiatives
which will proactively support their businesses,
rather than the largely remedial Year 2000 related
activities which have been their focus of late.

Mare strategically, we anlicipate long term growth in
IT expenditure, as large organisations begin to use IT
not just tc make themselves more efficient, but to
transform their activities. As they do so, these
organisations will focus their own IT professionals on
ensuring 'T is an integral part of their businesses,
whilst making greater use of the services provided

by external specialists, Compel is very well
positioned to exploit these market trends.

Our businesses are strong and the Board is positive
about the prospects for the Group.

Neville Davis
Chairman

14 Septemier 1959
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Operating Review

For the year ended 30 June 1993

Compel is one of the UK's leading 17 services
organisations; we provide a range of integrated
services o major users with whom we develop long
term relationships.

The Group has four businesses: Compelscope,
Compelsource, Compelsclve and Hamilton Rentals.
These businesses, which are discussed in detail
on the following pages, work together to meet
customer needs.

Culture

All parts of the Group share certain key philosophies
and approaches:

Customer Crientation

We are a customer centric organisation, placing

the requirements of cur customers right at the heart

of our business and developing long term relationships
with themn to meet their evolving needs. Qur focus on
major end users enhances our abitity to deliver a cost
effective, yet tailored service to each customer.

Quality

We are seriously committed to real quality — it is
our key commercial differentiator. We define quality
as "exceeding customer expectations” and we
deliver it thraugh:

Procedural Quality —This encompasses our
methodology and systems. All parts of the Group
are certifiad to SO 9001,

Operational Quality — This is the tangible output
of our activities and is comprehensively measured
against service level agreements. We seek to
progressively improve the agreed service levels
and consistently exceed these.

Personal Quality —This relates to the approach
and acticns of each of our employees, We ensure
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that everyone understands their individual
contribution to what we achieve for our customers
and the impact their guality has on this.

Employees

Qur employees are our anly unigue assets - our
success derives from their collective actions. We
place a very high priority on ensuring that our
employees achieve satisfaction from their work,
that they feel there is material opportunity to develop
their careers within the Group and that they earn
appropriate financiat reward for their contribution.
We believe in comprehensively training our

people to enable them to reach their full potential;
our “Investor in Peaple” accreditation confirms
this commitment.

Acquisition

On 8 January 1999 we completed the acquisition of
Info'Products UK PLC, one of the UK's leading
providers of managed desktop computer services to
major users and a substantial organisation with a
range of blue chip customers.

The business was established in the 1980s and
performed successfully and profitably through to the
end of 1996, Thereafter it had been loss making,
primarily as a result of management failures.
Info'Products' business fits well with that of Compel
and the acquisition has brought:

o A number of new corporate customers, who have
breoadened and strengthened cur customer base.

o Many skilled employees, including technical,
operational and saies staff.

o Further facilities, including a 76,000 sq ft leased
warehouse and configuration centre, which
provides scope for the Group's future expansion.

o Increased critical mass. Both customers and
manufacturers within the sector are becoming
mare oriented towards larger suppliers. The
increase in revenues, employees and overall size
resulting from this acquisition, has
strengthened the Group's position as one of the
leading organisations in our market,
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In line with our plans, we have materially reduced
the cost base of Info'Products and integrated it into
the remainder of the Group. We are now focusing on
improving the margins of the business, primarily by
increasing the level of services provided. We expect
that its contripution will pass the break-even point
and hecome positive during the second half of the
current financial year.

In anticipation of the nacessary restructuring costs
and the unavoidable ongoing losses of this business,
the consideration paid for Info'Products was
materiaily less than its net assets. Thus, in its early
stages, this acquisition has been and, we believe,
will remain earnings enhancing as a result of the
release to the profit and loss account of this excess.

On 4 June we announced that, in line with Compel's
strategic focus on the UK market, we had sold
Info’Products’ small irish subsidiary Tor a cash
consideration of approximately IRL1.4 mitlion,

The response to the acqguisition from the customers
and emplayees of Info'Products has been
overwhelmingly supportive; we remain very positive
about it.

Development

We have developed the Group in a number of key
areas, including:

Information Technology Systems

During the pericd, we installed major new IT systems
throughout the Group. This was a substantial
investment, both flnancially and in terms of the
activities of our employees and we now have a very
strong technology base to underpin the future
development of the business. We are also investing
materially in cur own e-business capability; this now
forms a fundamental part of our customer interface
and operational activity.

Business Positioning

We have focused the developrment of the Group into
four key business areas and have completed a
rebranding exercise to appropriately reflect our
strategic direction.
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We have established a new Consultancy business,
Compelscope, which encompasses elements from all
parts of the Group. We have integrated the vast
majority of the other activities of Compel PLC,
Compel Scotland and Info'Products into
Compelsource, with minor elerments being integrated
into Compelsolve (formerly Hamilton Systems). As
Hamilton Rentals is the UK market leader and has
extremely strong brand recognition, we have not
changed its name,

COMPE]2ccr®

Compelscope provides IT consultancy.

This business is focused upon the provision of
advice on the use of IT to meet business needs and
on the design and implementation of IT.

As most large organisations use industry standard
information technology for increasingly sophisticated
and important purposes, so the need for appropriate
consultancy advice and services has grown.

Custorners typically want 1o work with organisations
which have practical experience of the relevant
technology and have a demensirable track record of
delivering sound advice and, where appropriate, of
implementing this advice. Compelscope
comprehensively fulfils {these requirements,

The business has had a very successtul year,
materially growing both the overall volume of its
activities and the sophistication and complaxity of
the tasks it has undertaken, Cne of our flagship
projects is the design and implementation, for a
major organisation, of the migration of its entire 1T
communications infrastructure from a number of
disparate technologies to Microsoft Exchange. This
project is one of the largest of its nature ever
undertaken,

The prospects in this area are excellent. Demand for
1T consultancy continues {o increase and, as our
axpertige, experience and critical mass grows, so
we become an ever more attractive choice to meet

this demand.
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CQMPELSOURCE

Compelsource provides outsourcing and managed
services for networked computing.

At the heart of this business is the provision of an
overall outsourced integrated managed service; this
typically encompasses all elements of the ongoing
design, supply, management, support and refresh of
the very sophisticated networked computing
environments which exist in most large organisations.

Expenditure on networked computing has continued
to increase and there has been an ongoing
strengthening in the acceptance, in our farget
markats, of the concept that an outsourced
managed service is the optimal method to manage
this area of technoiogy.

Cornpeisource has perforrned well this year. We have
successfully increased the size of our customer base
and we are doing more for each of these customers.
We have materiaily grown the volume of services we
provide and, most importantly, we have increasingly
taken all-embracing responsibility for overali service.
The nature of our contracts with customers has
continued to both broaden and lengthen.

Prospects are very good. We believe that large
organisations will further increase their expenditure
in this area of technology as its capacity to dsliver
real strategic benefits to their businesses continues
to grow. As They do so, we also anficipate that they
will increasingly cutsource some or, more commoniy,
all of these activities to specialist service providers.
Compealsource is extremely well placed to take
advantage of these market trends.
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Compelsolve provides solutions and technology
integration services for enterprise computing.

The core of this activity is the provision of
comprehensive technology integration service to
large organisations in environments where they are
implementing, refreshing or instailing major new
business systems. We work with the world's leading
developers of software and systems to provida our
customers with a complete solution, encompassing
design, specification, installation and all elements of
ongoing support.

Market demands for services of this nature have
heen strong over the pericd and there has been a
further increase in the trend for customers to rely on
specialist service providers, such as Compelsolve, in
this area.

The last year has been a successiul one for
Compeisolve, We have continued to develop our
relationships with our existing customers, especially
by providing more services to them, and we have
won some impaortant new ones. In addition to
strengthening our relationships with our existing key
manufacturer partners, i.e. Hewlett Packard,
Compag, Microsoft and SAP, we have established
and developed new and strategically important
relattonships with both Sun and Orac'e.

The prospects for this business are very sfrong.
Current market dynamics are driving major
organisations to invest in substantial new IT
systems. This is particularly the case in the arena of
e-commerce, which is transforming many
businesses, but also applies to a whole range of
areas, such as extended ERP, business intelligence
and customer relaticnship management. These large
organisations are increasingly deploying their own [T
nrofessionals to work proactively within their
businesses, leaving the implementation of such
majer initiatives to external spectalist organisations.
Compelsclve has precisely the right expertise,
experience and substance to be an obvicus
candidate in such situations.
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Hamilton Rentals provides I'T rental services.

Hamilton Rentals is, by a material measure, the UK's
ieading computer rental business. We provide full
service, short term rental In all major areas of 1T,

Dernand for this service arises from a whole range of
customer requirements, including product
evaluation, projects, specific short term needs {(such
as exhibitions, conferences, training} and urgent
product requirements, As well as growth linked to
the increasing use of technology, this market can
also be expanded by successfully demonstrating the
specific benefits of using rental.

As in the rest of the Group, Hamilton Rentals has
experienced a very strong period, successfully
growing its business from existing customers and
developing a number of key new customers, We have
also strengthened our product portfolio to a point
where it now encompasses all major elements of [T,
In September 1998, we established a new dedicated,
“state of the art" PC rental facility in North London,
which has proved to be very effective.

Hamilton Rentals’ position as the clear market
leader in this sector is particularly important, as we
tend to be the first choice of many companies for
rental requirements and the breadth and depth of
our offering means that we can almost always meet
their needs.

As the overall use of IT within large organisations
continues to grow, so will the inherent demand for
rental services. We believe we are extremely well
positioned to benefit from this demand.
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C 7 GLOBALSERVE

GlobalServe provides worldwide IT management
services.

Compel focuses exclusively on providing service
within the UK. It meets the overseas needs of its
multinational customers through GlobalServe.

GlobalServe Computer Services Limited is the
corporate core of GlobalServe. It is owned equally by
Compel, CompuCom {USA}, Cormpugen {Canada)
and Infopoint {(France). Neville Davis of Compel is
Chairman of the Board of GlobalServe.

At the heart of GlobalServe's approach is an
extensive web-enabled IT capability, complemented
by high calibre, experienced, internaticnal
employees. We have the capacity to arrange service
in all parts of the world and this is provided through
more than fifty members, including Compel, the soie
UK member.

Only a relatively smal!l number of mulitinaticnals
have so far implemented an international approach,
although this is something which is being ¢onsidered
by many such companies. We believe this approach
will becorme more commonplace and that
GlobalServe is an ideal route for multinationals to
achieve their objectives in this area.

Conclusion

Compel has now firmly established itself as one of
the UK's leading IT service companies. The prospects
for the markets we address are very good, as large
organisations see increasingly strategic benefits
from the use of IT and orient towards the use of
external specialists for the provision of overall service
in this area. Compel's strength and positioning give
us great confidence that we will be able to continue
to increase our share of this growing market.



Financial Review

For the year ended 30 June 1999

Resuits

Once again, the Group has significantly increased
its turnover, profits and earnings per share, Turnover
rogse 40% ta £283.8m, profit befare tax increased by
41% to £12.7m, and earnings grew by 66% to 36.2p
per share, Gross margin on continuing operations
excluding acquisitions improved from 18.8% to
20.3% as a result of the increasing proportion of
services sold,

The acquisition of loss-making Info'Products, for
substantially less than asset value, gave rise to
negative goodwil! on consolidation of £18.3m after
acquisition costs. In accordance with FRS 10, the
new accounting standard for goodwill, this amount
has been capitalised and released to the profit and
loss account as the acquired non-monetary asseis
are realised. This results in a credit to the profit
and loss account Tor the period of £7.3m, which is
included in administrative expenses relating to

the acquisition.

The cost hase of Info'Products was substantially
reduced following acquisition and good progress has
been made towards restoring the business to
profitability. Restructuring costs of £3.3m werse
incurred, principally related to reductions in
headcount and provisions for property made vacant
by the recrganisation of the business. Excluding
these one-off costs and the negative goodwill
release, the underlying operating loss for the period
was £2.5m, which compares very favourably with the
cperating loss of £20.5m for the 53 week period prior
to acquisition.

The Group's effective tax rate for the year has
fallen to 18% due to the release of non-taxable
goodwill, although the underiying rate of taxation
is unchanged.
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The Board is proposing a final dividend of 4.6p
per share, bringing the total for the year to 7.0p
per share, an increase of 11%. Dividends are
covered 1.6 times by earnings before release of
negative goodwill.

Balance Sheet and Cash Flow

The book value of tangible fixed assets increased
fram £12.0m to £17.2m aver the year, £3.8m being
acquired with Info'Products. Capital expenditure
during the year of £10.7m included £3.9m for new
computer systems and equipment and £5.9m on new
trade assets for the rental poo!l. The introduction of
new 1T systems enabled Hamilton Rentals to improve
asset utilisation, increasing revenues with a
proportionally smaller investment in new equipment.

The acquisition of info'Products was financed by a
£3m share placing, subscription shares of £2m and a
loan of £3m from the vendor, and an additional bank
loan of £8m. These procesds were used to repay
£10m of indebtedness assumed with the business
and to fund reorganisation costs.

At 30 June 1999 the Group had net debt of £10.9m,
comprising £15.1m of bank and other loans (of which
£1.7m was due for repayment within one year), loan
notes of £2.2m backed by treasury deposits, and
cash balances of £4.2m. The net gearing ratio at the
year end was 41%, reducing to 31% if based on
tangible net assets excluding negative goodwill.

Cur focus on working capital management,
particularly in Info'Products following its acquisition,
resulted in strong cash flow from coperations. This
increased by 83% to £15.5m, which represents 5.3%
of turnover {1998: 4.0%). Cash balances at the year
end increased by £5.8m compared to 1998,

The ratic of current assets to current liabilities
increased from 1,18 to 1.56 as a result of the
improved working capital position.



The Board of Directors

Executive Directors

Neville Davis BA, FCA, (Age 44)

Chairman and Chief Executive

Neville Davis is a graduate from the University of
Kent and qualified as a chartered accountant with
Deloitte, Hasking & Sells in London. He jained
Compel in 1980 and was appointed Managing
Director in 1983. He led a management buy-out in
18587 and has been Chairman and Chief Executive
since then.

Andrew Julian Lee BA, FCMA, (Aged 42)

Finance Director and Company Secretary

Andrew Lee is a graduate in Economics from
Nottingham University. He joined the Group as an
accountant in 1980, subsequently qualifying with the
Chartered {nstitute of Management Accountants,
He became a director of Compel PLC in 1980 and
was appolnted to the Group Board in 1994,

Willlam Alexander Joss BA, (Aged 45)

Business Developmen! Director

William Joss is a graduate in English and Law from
the University of London, He has worked in the
computer industry since 1978 and has held various
sales and senior management positions in
information technology companiegs. He joined
Compel PLC in 1982 as Sales Director and was
appointed to the Group Board in 1994, He was
appointed Business Developrment Director in 1998,

David Paul Frankling, (Age 48)

Managing Director — Compelscive, Hamilton Rentals
David Frankling has worked in the computer industry
since 1970 and has held board positions for the past
14 years. He joined Hamilton Rentais plc in 1990 as
Sales and Marketing Director and became Managing
Director in 1995, He was appointed to the Board in
1997 following the acquisition of the Hamilton

Rentals group.
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Mark lan Howling BSc, (Age 38}

Managing Director — Compelsource

Mark Howting is a graduate in Civil Engineering
frem Nottingham University. Between 1984 and
1988 he was Business Systemns Manager for Mars
Group Services, He then worked for 3 years for
Coopers & Lybrand in an !T consultancy
management role, He joined GPT in 1991 and
became a main board director in 1986 managing its
Intelligent Networks Division, He joined the Board in
March 1998 on taking up the position of Managing
Director of Compelscurce. He also has main board
responsibility for Compelscope, the Group's IT

consultancy business.



The Board of Directors

Non-Executive Directors

Ronald Clark CEng, MIMechE, {Age 62)

Deputy Chairman

Ronald Clark joined Compel as a non-executive
director in 1982 and was appointed Deputy Chairman
in 1980. He is the senior non-executive director and
chairs the audit, nomination and remuneration
committees. He qualified as an engineer before
obtaining senior management experience with GEC
between 1963 and 1976. From 1976 to 1980 he was
Chief Executive of Plessay International Electronics
Components Limited and subsequently, until 1988,
Chairman and Chief Executive of BICC Technologies
Limited and a main board director of BICC Pic. He
has held a number of posts as both Chairman and
non-executive director of quoted and unguoted
companies. He alse acis as an adviser for various
venture capital initiatives.

Sir Michael Bett CBE, MA (Age 64)

Sir Michael was appainted as a non-exacutive
director in 1993 and is a member of the audit,
nomination and remuneration committees. His
background is in perscnnel and general
management. He was Personnel Directer of GEC
batwean 1972 and 1877, and subsequently Director of
Personnel at the BBC for 4 years. He joined the main
board of British Telecommunications Plc in 1681 as
Personng! Director and was Managing Director of
BT(UK) from 1985 to 1991; he was then Deputy
Chairman until 1984, He has also served cn a number
of public bodies, including pay review boards and
committees of enquiry. He is currently First Civil
Service Cormmissioner.
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Peter Augustine Moore (Age 62}

Peater Moore joined the Beard in 1997 and is a
member of the audit and remuneration committees,
His experience is in markating and general
rmanagement. He was for many years a senior
manager and director of Telephone Rentals Plc,
becaoming Group Managing Director in 1984,
Subsequently, from 1990 to 1994,

he was a main board director of Hong Kong
Telecommunications Group. He was non-executive
Chairman of Hamilton Rentals Group Limited from
1994 to 1997, He is currently non-executive Chairman
and director of a number of compantes in the
telecommunications and consultancy markets.



Report of the Directors

For the year ended 30 June 193G

The audited consolidated accounts of the Company
and its subsidiaries for the year ended 30 jJune 1999
are sef out on pages 18 to 38

Statement of Directors’ Responsibilities

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

o sefect suitable accounting policies and then apply
them consistently,

o make judgements and estimates that are
reasonable and prudent;

o state whether applicable accounting standards
have been followed, subject to any material
departures disciosed and explained in the
accounts;

o prepare the accounts on the going concern basis
unless it is inappropriate to presume that the
Company and the Group will continue in business.

The directors are responsible for keeping proper
accounting reccrds which disclose with reasonable
accuracy al any time the financial position of the
Company and Group and to enable them to ensure
that the accounts comply with the Companies Act
1985 They have general responsibility Tor taking
such steps as are reasonably open to them to
safeguard the assets of the Company and Group and
to prevent and detect fraud and other irregularities,
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Principal Activity and Business Review

The principal activity of the Group is the provision of
IT services to major users. A review of the Group's
activities during the year is given in the Chairman's
Statement and the Operating and Financial Reviews.

Dividends

The directors recommend payment of a final
dividend of 4.6 pence per share which, together with
the interim dividend of 2.4 pence per share already
paid, makes a total dividend of 7.0 pence per share
for the year (1998: 6.3p).

Directors and their Interests

The directors of the Company who served during the
year are listed on pages 9 and 10. tn accordance with
the Articles of Association, N Davis and R Clark
retire by rotation and, being eligible, offer themselves
for re-glection, Details of the direciors' sarvice
contracts are contained in the Remuneration Report.

The interests of the directors in the share capital of
the Company, including share cptions, are set out in
note 5 to the accounts.

Substantial interests

At 31 August 1899 the Company had been notified of
the following interests {excluding directors interests)
which amounted to 3% or more of the issued share
capital of the Company:

Shareholder No of Percentage
Shares Holding
NatWest Group 2,789,048 9.24%
Standard Life 2,048 869 5.79%
Hill Samuel Asset
Managemant 1,943,652 8.44%
3i Group PLC 1.852,377 6.14%
CGU plc 1,260,000 A4.17%
Lioyds TSB Group ple 1,142,217 3.78%
Legal & General 1,135,771 3.76%
General Accident 1,060,000 3.51%
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Authority to Purchase the Company’s Own Shares

At 30 June 1888, the Company had authority under

a shareholder's resolution of 27 October 1898, to
purchase by market purchase up to 1,418,215 of the
Cormpany’s ordinary shares at prices ranging from
50 per share io 105% of the average of the middle
market quotation for the 10 business days preceding
the day of purchase. This authority expires on 28
October 1999 at the Annual General Meating, when a
resolution will be proposed to renew the authority.
The directors have no present intention to use the
existing or proposed authority to purchase the
Company's own shares and would only intend to
exercise such authority if satisfied that to do so
wolld be in the best interest of the Company.

Emptoyees

it is the Group's pelicy to encourage the employrment,
training and career development of disabled persons.
If employeses become disabled every effort will be
made fo gnable them to continue in employment.

Directors and managers provide all employees with
information on matters affecting them as employees,
Staff are briefed at regular meetings and are
encouraged to share their views through employee
surveys. The Group actively promotes a staff
suggestion scheme as part of its Quality Through
People programme.

Employees are encouraged to invest in Compel
Group PLC by participating in share opticn schemes.
The Board believes that share options have an
important role to play in attracting, motivating and
retaining employees at all levels and in aligning
employees interests with those of shareholders.
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Payments Policy and Practice

The Group values its relationships with suppliers and
operates a vendor assessment scheme 1o establish
mutual responsibilities as part of its IS0 2001 quality
procedures. It is the Group’s policy to negotiate
terms and ensure suppliers are aware of payment
terms before business is transacted. Wherever
possible suppliers are notified of amounts in dispute
before payment is due.

The Campany had trade creditors of £50,000 at
30 June 1999 and made purchases on trade credit
during the year of £1,326,000 (including VAT)
resulting in a payment period of 14 days,

Year 2000 issues

WMany computer systems store or process dates
using only the last two digits of the year, and

thus require replacement or modification to
accommodate the Year 2000 in order to avoid
maifuriction. This is a complex and pervasive matter,
and thus a Year 2000 Commitiee was established in
1997 to identify the issues relating 1o all the activities
of the Group, and initiate action plans. The Board
receives regular reports on progress.

There are three main elements in the Group’s Year
2000 compiiance activity:

o assurance that internal business systems will
correctly process future dates;

o liaison with trading pariners, suppliers and
customers to ensure that supply chains continue
to operate without disruption;

o establishment of clear contractual responsibilities
for systems and services providad by the Group.



Report of the Directors

The Group has reviewed its internal business
systems and developed a programme for
replacement of non-compliant systems. The cost of
replacement has been largely offset by the Group's
continuing substantial investment in new systems to
meet its business objectives. The remaining directly
atiributable expenditure to achieve Year 2000
readiness is therefore approximately £230,000.

This is mainly capital expenditure to replace existing
cormputer equipment {hat cannot be guaranteed as
Year 2000 compliant.

General Information

Charitable donaticns totalling £7,151 were made in
the financial year (1998: £4,950),

No political donations were made by the Group in the
financial year {1998: £Nit).

Arnual General Meeting

Shareholders are referred to the Notice of Annual
General Meeting on page 39.

Auditors

A resolution to reappoint KPMG Audit Plc as auditors
will be proposed at the Annual General Meeting.

By order of the Be

(ol G

Ad Lee
Secretary
14 September 1999

Registered Office:
Millennium Place, 2 Swiftfields,
Welwyn Garden City, Hertfordshire AL 1THP
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Corporate Governance

Statement of Compliance

The Company has complied throughout the financial
year with the provisions set out in Section 1 of the
Combined Code.

The Board

The Board is responsibile for strategy, performance
appraisal, approval of major capital projects and
the framework of internal controls. It meets
regularly every two months, and at other times as
reguired. The information which the Board receives
to enable it to discharge its duties includes written
reports from the executive directors, monthiy
management accounts, operational performance
indicators, market research and other industry
information. There is a procedure for the directors
to take independent advice if necessary, at the
Company’s expense,

The Board comprises five executive directors and
three independent non-executive directors. Neville
Davis, a founder director of the business, combines
the roles of Chairman and Chief Executive. The
Board considers that an entrepreneurial, people-
based busingss operating in a dynamic market place
is best served by having one individual provide a
single focus of leadership, The Board also believes
that any concentration of power in this individual is
maore than balanced by the strong non-executive
representation on the Board - headed by Ronald
Clark, the Deputy Chairman - and by the
appointrent of managing directors for each
operating subsidiary which creates an appropriate
separation of executive responsibility.
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Board Committees

The Board has delegated specific authority 1o a
number of committees of which the following are the
rost significant:

The Remuneration Committee comprises the three
non-executive directors and meets as necessary. It
determines the individual remuneration packages for
each of the executive directors and makes
recommendations to the Board on the framework of
executive remuneration and its cost. The terms of
reference of the committee also include approving
grants of opticns under the executive share option
scheme and gavings related share aption scheme.

The Audit Committee, which is chaired by Ronald
Clark, comprises the three non-executive directors
and meets three times a year. The commitiee
provides a regular line of communication between
the Board and the Group's auditors, Magtings are
attended, by invitation, by the Finance Director and
other executives, The Audit Commitiee reviews the
annual and interim accounts before submission for
approval by the Board. Its terms of reference also
include review and consideration of the Group's
accounting policies, the scope and results of the
external audit and management control issues,

The Nominations Committze meets as necessary.
Its members are Ronald Ciark (Chairman), Nevilie
Davis and Sir Michael Bett. The committes assesses
the suitabllity of persons for appointment as
directors and makes recommendations to the Board

for its approval.

Relations with shareholders

The Chairman, Finance Director and Business
Developrnent Director maintain regular dialogue with
institutional investors and analysts. Formal
nresentations and meetings are held following the
announcement cf resuits and at other times as
required. All shareholders are weicome to attend the
Annual General Meeting, and to visit the Company's
website, where financial results and further
information on the Group's activities are published.



Corporate Governance

Internal Financial Contrels

The Board is responsible for ensuring that the Group
maintains a system of internal financial control,
including suitable monitoring procedures, Internal
financial control systems are designed to meet the
particular needs of the group concerned and the
risks to which it is exposed, and by their nature can
provide reasonable, but not absolute, assurance
against material mis-statement or loss. The key
features of the Group’s system of internal financial
control are as follows:

o There is a formal schedule of matiers specifically
reserved for decision by the Board. Each
executive director has bean given responsibility
for specific aspects of the Group's affairs.

o The Group operates a comprehensive annual
budgeting system against which monthly
performance is reported and monitored. Business
managers report monthly on business performance
te individual executive directors with line
responsibility, and to management commitiees
and the boards of operating subsidiaries.

o Capital expenditure is regulated by the budgetary
process and authorisation levels, For expenditure
beyond specific levels, detailed written proposals
tave to be submitted to the board.

o The Audit Cammittee manitors, through reports to
it by the finance department and by the external
auditors, the controls which are in force and any
percefved gaps in the control environment.

The Board and the Audit Committee reviewead the
systern of internal financial control during the year.
The Board is taking advice from the Auditors on the
application of the Turnbull Committee's proposals
and will carry cut a review of all internal controls
during the present financial year.
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Going Concern

After making enqguiries, the directors have a
reasonable expectation that the Group has adequate
resources to continue in operational existence

for the foreseeable future. For this reason, they
continue to adept the going concern basis in
preparing the accounts.



Remuneration Report

The Remuneration Committee

The members of the committee during the
year were!

Ronald Clark (Chairman)

Sir Michae! Bett CBE

Petar Moore

Remuneration Policy

Executive remuneration packages are designed to
attract, motivate and retain executive directors of
the calibre required to achieve the Group's
objectives and to align their interasts with those of
shareholders through significant and appropriate
performance related elements. In establishing the
level of remuneration for each director, the
Remuneration Committes considers packages
offered by comparable companies and seeks
external advice as necessary.

Directors’ Remuneration

The components of the remuneration package are
cutlined below. Details of the reamuneration for each
director are shown in note 5 to the accounts.

Basic Salary

Basic salaries are reviewed annually by the
Remuneration Committee and when an individual
changes position or responsibility.

Benefits
The principal benefits comprise a fully expensed car
or car allowance, and private healthcare.

Performance Related Bonuses

Executive directors are eligible for an annual bhonus,
based on growth in earnings per share and
achievernent of specific performance objectives
relevant 1o each director’s executive responsibilities.
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In each case a significant proportion of the
maximum bonus is dependent on growth in earnings

per share.

The Remuneration Committee sets performance
objeclives and fargeis for earnings per share growth
for each financial year.

Pension Contributions

Contributions are made to a defined contribution
pension scheme or to the director's nominated
personal pension plan. No element of remuneration
other than basic salary (s pensionable, Non-executive
directors are ineligible to join the Company's

pension scheme.

Share Option Schemes

The Cormpany operates a savings related option
scheme, and an execulive share option scheme. Both
schemes are open to all employees, Other than
grants undsr the savings related scheme, no director
was granted or exercised any share options during
the year,

Fees

Non-executive directors fees are determined by the
Board as a whole within the limits stipulated in the
Articles of Assoclation. Individual directors are not
involved in any discussions or decision ahout their
own remuneration.

Service Contracts

The executive directors are employed under service
contracts with entitlement to a rolling pericd of
notice of one year, other than Neville Davis who has
a rolling eighteen month contract, which the Board
believes is in the best interest of the Group. There
are no provisions for predetermined compensation

on termination.

The non-executive directors do not have service

contracts.



with the audited accounts. We consider the
implications for our repeort if we become aware of any

Report of the Auditors

To the Members of Compel Group PLC apparent misstatements or material inconsistencies

We have audited the accounts on pages 18 {0 38.

Respective Responsibilities of Directors
and Auditers

The directors are responsible for preparing the
Annual Repert, including as described on page 11 the
accounts. Qur responsibilities, as independent auditors,
are sstablished 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 cur audit, or if
information specified by law or the Listing Rules
regarding directors’ remuneration and transactions
with the company is not disclosed.

We review whether the statement on pages 14 and
15 reflects the Company’s compliance with those
provisions of the Combined Code specified for cur
review by the Stock Exchange, and we report if it
does not. We are not required to form an opinion on
the effectiveness of the Company's corporate
governance procedures or its internal controls.

We draw attention to the fact that the directors’
review of the system of internal contro! has been
undertaken before formal guidance has been issued
as to the scope of such a review and the procedures
to be undertaken and may not, therefore, constitute
a review for the purpose of the Combined Code as
uitimatety interpreted.

We read the other information contained in the
Annual Report, including the corporate governance
statement, and consider whether it is consistent
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with the accounts.

Basis of Opinion

We conducted our audit in accordance with Auditing
Standards issued by the Auditing Practices Board.
An audil 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 madea by the
directors in the preparation of the accounts, and of
whether the accounting policies are appropriate to
the Group's circurnstances, consistently applied and
adequately disclosed,

We planned and performed our audit so as to obtain
all the information and explanaticns 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 cavsed by fraud or other irreguiarity or
error. In forming our opinion we alsc evaluated the
overall adeqguacy of the presentation of information
in the accounts.

Opinion

lo aur opinicon the accounts give a true and fair view
of the state of affairs of the Company and the Group
as af 30 June 1999 and of the profit of the Group for
the year then ended and have been properly prepared
in accordance with the Companies Act 1935,

e At P2

KPMG Audit Plc
Chartered Accountants
Registered Auditor

8 Salisbury Square
London EC4Y 8BB

14 September 1999



Accounting Policies

The following accounting poiicies have been
applied consistently in dealing with items which
are considered material in relation to the
Group's accounts,

Basis of Preparation

The accounts have bean prepared undar the
historical cost convention and in accordance with
applicable accounting standards.

The cash flow comparatives have been re-stated in
order to reflect the re-classificiation of treasury
deposits as current asset investments,

Basis of Censohdétion

Unless otherwise stated, the acquisition method of
accounting has been adopted. Under this method,
the results of subsidiary undertakings acquired or
dispased of during the year are included in the
consolidated profit and loss account from the date
of acquisition or up to the date of disposal.

Intra-Group sales and profits are eliminated on
consolidation and all sales and profit figures relate
to external transactions only.

'n accordance with Section 230 of the Companies
Act 1985, a separate profit and loss account of
Compel Group PLC is not presented. Profit after
taxation of £2,476,000, has been deal{ with in the
individual company accounts.

Intangible Assets - Goodwill

Goodwill arising on the acquisition of subsidiary
underiakings and businesses, representing any
excess of the fair value of the consideration given
over the fair value of the identifiable assets and
liabilities acquired, is capitalised and written off on
a straight line basis over its ugeful economic life,
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Negative goodwill is similarly included in the balance
sheet and is credited to the profit and loss

account in the periods in which the acquired
non-monetary assets are recovered through
depreciation or sale. Negative goodwill in excess of
the fair values of the non-monetary assets acquired
is credited to the prefit and loss account over the
periods expected to benefit.

Goodwill arising on acguisitions in the year ended 30
June 1998 and earlier periods was written off to
reserves in accordance with the accounting
sfandard then in force. As permitted by the current
accounting standard the goodwill previously written
off to reserves has not been reinstated in the
balance sheet. On disposal or closure of a previous
acqguired business, the attributiable amount of
goodwill previously written off to reserves is included
in determining the profit or 1oss on disposal.

Turncvar

Turnover represents amounts, excluding value added
tax, derived from the provision of goods and services
to customers during the year,

Deferred Income

income on rental, maintenance and service
contracts is recognised on a straight line basis over
the life of the contract. Unrecognised income is
shown separately on the balance sheet as deferred
incame, The directors believe that this provides a
more informative presentation of the Group's
financial position, given the significance and nature
of the income deferred.



Accounting Policies

Tangible Fixed Assets and Depreciation

Tangible fixed assets are stated at criginal cost less
depreciation. Depreciation is charged on all tangible
fixad assets at rates calculated to write off the cost,
less estimated residual value, of each asset in equal
instalmanis over its estimated useful economic life

as follows:

Annual Rate
Rental eguipment 33 - B0% or more if prudent

Office equipment,

fixtures and fittings 10 - 80%
Computer systems
and equipment 20 - B0%

Motor vehicles 33% or life of the lease

Costs relating to capital work in progress are
accumulated during the project. On compietion and
commissioning of the asset, depreciation is charged
in accordance with the above policy.

Fixed Asset Investments

Fixed asset investments are held at cost less
provision for any permanent diminution in value.

Leases

Where a Group company enters into a lease which
entails taking substantially all the risks and rewards
of ownership of an asset, the lease is treated as a
‘finance lease’. The asset is recorded in the halance
sheet as a tangible fixed asset and is depreciated
over its estimated useful life or the term of the lease,
whichever is the shorter. Future instalments under
such leases, net of finance charges, are included
within creditors. Rentals payable are apportioned
between the finance element, which is charged to
the profit and loss account under the item 'interest
payable and simitar charges’, and the capital
element which reduces the outstanding obligation
tor future instalments included within creditors.
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All other leases are accounted for as 'operating
leases' and the rental charges are charged to the
profit and loss account on a straight line basis over
the life of the lease.

Pension Costs

Pension costs represent the contributions payable for
the accounting period to defined contribution pension
schemes and employees’ personal pension plans.

Stocks

Stocks are stated at the lower of cost and net
realisable value. Net realisable value represents the
estimated proceeds from the sale or use of items
of stock less all further costs directly relating to
their disposal.

Taxation

The charge for taxation is based on profit for the
year and takes into account taxation deferred
bacause of timing differences between the
treatment of certain items for taxation and
accounting purposes, Provision is made for deferred
tax only to the extent that it is probable that an
actual liability will crystallise. Deferred tax assets
have been recognised when they are expected to be
recovered within one year without replacement.



Consolidated Profit and Loss Account

For the year ended 30 June 1999

Turnover

Cost of sales

Gross profit

Distribution costs
Administrative expenses

Tota! operating costs

Operating profit
Interest receivable and similar income

Interest payable and similar charges

Profit on ordinary activities before taxation
Taxation on profit on ordinary activities
Profit on ordinary activities after taxation

Dividends
Retained profit for the financial year
Earnings per ordinary share {re-stated)

- basic
- fully dituted

Note

21

1999 1558
o aretions Tota Total
£000 £7000 £7000 £000
236,773 56,977 293,750 213,003
(188,693} (51,2138) (239,906) (170,539)
48,080 5,764 53,844 38,464
(5,998) {799) (6,797) (5,672)
(29,708) (3,510) (33,218) (24,0560)
{35,706) (4,308) {40,015} {29,722)
12,374 1,455 13,829 9,742
137 149
{1,287) (870)
12,679 9,021
(2,.077) (2,977
10,602 6,044
(2,094) {1,8085)
8,508 4,239
36.2p 21.8p
34.9p 21.2p

Compel Group PLC has no recognised gains or losses during the current and previous year other than those passing through

the Profit and Loss account.
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Fixed assets
Negative goodwill
Tangible assets

Investments

Current assets

Stocks

Debtors

Investments

Cash at bank and in hand

Creditors

Armounts falling due within one year

Net current assets
Total assets less current liabilities

Creditors
Amounts falling due after more than one year

Provisions for liabilities and charges
Deferred income
Net assets

Capital and reserves
Called up share capital
Shares to be issued
Share premium account
Capital reserve

Other reserves

Profit and loss account

Equity shareholders’ funds

Approved by the board on 14 September 199

N Davis Director
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Consolidated Balance Sheet

As at 30 June 19982

MNote

1999

1998

20

27

21

21

n

21

22

d signed on its behalf by:

P ‘\'
A JLee Director

£'000 £'000 £000 £000

(9,067) -

47,157 11,970

25 25

8,121 11,995
17,585 12,256
82,346 48,000
2,908 2,166
4,004 1,166
106,363 63677
(68,203) {63,550}

38,160 0,727

46,281 51,722

(13,514) (4.329)

(1,949) (318}

(4,350) (4,080}

26,468 12,995

1,509 1,418

1,662 2,500

4,887 18,393

- (19,519}

18,410 10,203

26,468 12,995




Fixed assets

Investments

Current assets
Debtors - due within one year

- due after one year

Investments
Cash at bank and in hand

Creditors

Armounts faliing due within cne year
Net current assets
Total assets less current liabilities

Creditors

Amounts falling due after more than one year
Net assets

Capital and reseryes
Called up share capital
Shares to be issued
Share premium account
Capital reserve

Other reserves

Profit and loss account

Equity shareholders’ funds

e board on 14 September 199

N Davis Director
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Company Balance Sheet

As at 30 June 1899

Note

22

nd signed on its behalf by:

s

A J Lee Director

1999 1998
£'000 £'000 £000 £'000
32,301 21,485
8,987 3,296
4,900 5112
13,887 8,407
2,228 2,166
2,722 -
18,837 10,573
(6.383) {4,550)
12,454 6,023
44,755 27,608
{12,100) (200)
32,635 27,308
1,509 1.418
1,662 2,500
4,869 18,375
18,393 -
5,159 4,334
1,063 881
32,655 27,308




Consolidated Cash Flow Statement

For the year ended 30 June 1999

1939 1998
Note £000 £1000 £000 £000
Net cash inflow from operating activities 74 15,451 8,455
Returns on investments and servicing of finance
Interest received 137 149
Interest paid (1,0614) (863)
Interest on Ninance lcases (6) (n
(883) (721)
Taxation
UK corperation tax paid {2,963) (2,232)
Capital expenditure and financial investment
Purchase of tangible fixed assets (10,750} {171,564
Proceeds on sale of tangible fixed assets 1,568 1,581
(9,182) (9,983}
Acquisitions and disposails
Investment in joint venture - (25
Purchase of subsidiary undertakings (350) {582}
Purchase of trade and net assets - {83D)
Acquisition expenses (827) {376)
Net overdraft acquired (9.979) (434)
Sale of subsidiary undertaking 992 -
(10,164) (2,752)
Equity dividends paid (1,878) (1,550)
Net cash outflow hefore use of
liquid resources and financing (9,619) {8,283)
Management of liquid resources
Loan note deposit (62} (679)
Financing
tesue of shares 5,10 3,046
Share issue costs (45) (68)
Increase/(decrease) in debt 10,500 (400)
Capital element of finance lease rental payments (63) (40)
Loan notes 62 679
Net cash inflow from financing 15,464 3,229
Increasef(decrease) in cash in the year 26 5,783 5,733)

23 Compel Report & Accounts 1998



Notes to the Accounts

1 Turnover and segmental information

Turnover comprises sales of computer systems and sarvices to major computer users, within the United Kingdom. [n the

opinion of the directors, only one class of business is operated by the Group.

2 Interest payable and similar charges
1999 1998
£'000 £000
Bank overdrafts 499 358
Bank and other loans, repayable within five years 766 478
Finance icases 6 7
Other interest payable 16 27
1,287 870
3 Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after charging/{crediting):
1999 1998
£7000 £'000
Auditors’ remuneration® - Audit (Cormpany) 11 g
- Audit (subsidiary undertakings) 78 62
- Other 39 45
Operating lease rentals - Plant, machinery and motor vehicles 2,395 1,711
- Other 1,831 995
Amortisation of goodwill** (7,258) -
Depreciation of owned assets 8,157 6,113
32 20

Depreciation of leased assets

* The auditors also received £50,000 for services in ¢onnection with acquisitions, which has been included in the ¢ost of investment shown in note 11,

**The release of negative goodwill anising from the acguisition of Info'Products UK PLC is included in administrative expenses relating to the acquisition.

24 Compel Report & Accounts 1999



Notes to the Accounts

4 Staff numbers and costs

The average number of employees (including directors) during the year was as follows:

Sales and distribution
Technical

Adminisiration

The aggregate payroll costs of these persons were as follows:

Wages and salaries
Social security costs

Pension costs
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1999 1658
Numbers Numbers
377 285
564 340
216 143
1,167 768
1999 1908
£'000 £000
33,239 21,374
3,328 2,039
571 389
37,138 23,602




Notes to the Accounts

x

Directors’ remuneration and interests in shares

Executive Directors

N Davis

D P Frankling
M | Howling®
WA Joss

J A Kemp*

A JLee

Non-Executive Directors

Fees

1998
1999

1999

1648

Basic Benefits Bonus Sub- Pension Total Tatal Pension Total
Salary Total excluging
£'000 £'000 £'000 £'000 £'000 £'000 Denz'%(n)é £000 £000
175 30 78 283 23 306 278 32 308
120 18 46 184 17 20 156 19 175
135 17 30 182 16 198 61 5 66
100 12 73 185 10 195 105 10 205
- - - - - — 129 10 139
100 16 27 143 13 156 124 10 134
630 93 254 977 79 1,056 941 86 1,027
Sir Michael Bett R Clark P A Moore* G J Towell*
£'000 £000 £000 £000
15 35 1" 3
18 50 15 -

The remuneration shown covers the period from appointment ta, or until resignation irom. the Board.

The beneficial interests of the directors and their connected persons in the shares of the Company as required to be notified

by each director pursuant to Section 324 of the Companies Act 1985 and required to be shown in the Register of Directors’

Interests maintained under Section 325 of the Companies Act 1985 were:

Ordinary shares of 5p each

N Davis

Ad Lee

D P Frankling
WA Joss

R Clark

Sir Michael Bett
M I Howling

P A Maore

As at
30 June 1999
Number

2,208,037
482,164
335,120
220,416
173,978

10,873

There have been no changes in the directors’ holdings between 30 June 1992 and the date of this report.
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Asat
1 July 1908
Number

2,208,037
487,164
335,120
257,416
173,978

10,873



Notes to the Accounts

Directors' remuneration and interests in shares (continued)

UK Corporation tax at 30.75% (1998: 31%)

Deferred taxation

Adjustments in respect of pricr years - current taxation

- deferred taxation

The effective tax rate for 1960 is reduced due to the amartisation of non-taxable goodwill
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5
An analysis of the share options held by each executive director is set out below
At Granted Exercised At 30 Exercise Market Date from Expiry
July during during June price price on which date
1998 year year 1988 data of exercisacle
eRercise
N Davis 2.027 - - 2,027 88p - 014052000 01/11/2000
1.151 - - 1,151 156p - 01/05/2001 01/11/2001
1,118 - - 1,118 161p - 01/05/2002 01/11/2002
560 - - 560 321p - 01/05/2003 01/11/2003
468 * - 468 384p —  01/05/2004 0171172004
D P Frankling 1,118 - - 1,118 161p —  01/05/2002  OT/11/2002
125,000 - - 125,000 245p - 26/03/2000 26/03/2007
M I Howling 150,000 - - 150,000 411p - 23/03/2001 23/03/2008
WA Joss - _ _ _ _ B _ _
A JlLee 2,027 - - 2,027 83p - 01/05/2000  01/11/2000
1,151 - - 1,151 166p - OT/05/2001 Q11172001
1,118 - - 1,118 181p — 01/05/2002 a1/11/2002
560 - - 560 321p - 01/05/2003 O1/11/2003
- 468 * - 468 384p - 01/05/2004 11142004
* Optons granted under the savings related share option scheme.,
The Company's share price at close of business on 30 June 1999 was 376.5p. The price range during the year was 266p to 482p.
None of the non-executive directors held share opticns during the year, There have been ng changes to the directors' share
options between 30 June 1999 and the date of this report.
6 Taxation on profit on ordinary activities

1506 1988
£'000 £000
2,410 3,302
- 129
(333) (406)
- (48)
2,077 2977




Notes to the Accounts

Dividends

7
1999 1998
£'000 £000
Interim dividend paid 2.4p per share {1993 2.1p) 687 602
Final dividend proposed 4.6p per share (1998; 4.2p) 1,407 1,203
2,004 1.80%
8 Earnings per share
The calculation of earnings per ordinary share is based on profits of £10,602,000 {1998: £6,044,000) and on a weighted average
of 29,286,778 (1998: 27,722,242) ordinary shares In issue during the year. The calculation of fully diluted earnings per ordinary
share(*) is based on adjusted profits and weighted average ordinary shares of 30,406,252 (1998: 28,516,998) which would arise
if all outstanding share options were exercised and shares attributable to deferred consideration were issued.
* Fully diluted earnings per share have been re-stated in accordance with Financial Reporting Standard 14.
9 Negative goodwill

Cost Amortisation Net book

value

At 1 July 1998 - _ -
Additions (16,319 - (16,319)
Negative goodwill written back - 7.288 7,258
At 30 June 1659 (16,319) 7,258 (9,061)

The majority of the negative goodwill in excess of the fair values of the non-monetary assets is expected to be ¢redited to the profit and 1oss account in the year ended
30 June 200,
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Notes to the Accounts

10 Tangible assets
Rentar Office Fiztures Computer totar Total
equipment eguipment and sysloemsand vehicles
fittings eguiprnend
CONSOLIDATED £000 £7000 £'000 £000 £000 £000
Cost
At 1 July 1968 18,043 1,231 1,160 4,583 183 25,200
Acquisitions - 108 2,205 1,457 - 3,768
Additions 5,385 547 385 3,906 - 10,703
Disposals {3,429) {24) 53] - {41} (3,673)
At 30 June 1999 20,409 1,860 3,741 9,946 142 36,095
Depreciation
At 1 July 1908 9,728 431 383 2,637 45 13,230
Charge for vear 5571 581 732 1,274 31 8,189
Disposals (2,453} (£} 8) - (18) (2,473)
At 30 June 1888 12,847 1,011 1,112 3,011 60 18,941
Net book value
At 30 June 1989 7,562 849 2,629 6,035 82 17,157
AL 30 June 1998 8314 800 T2 1,045 138 11,870
Leased assets included abave:
Net book value
At 30 June 1989 - 20 - - 52 72
At 30 June 1998 - 30 - - 109 139
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Notes to the Accounts

[nvestments

Subsidiary undertakings

Joint ventures

Principal group investments

Consolidated Cornpany
1999 1958 1999 1998
£'000 £'00 £'000 £'000
- - 32,276 21,460
25 25 25 25
25 26 32,301 21,485

Compel Group PLC has the following investments in wholly-owned subsidiaries and joint ventures, all of which operate

predominantly in the United Kingdom.

Subsidiary Undertakings Country of
Registration

Compelserve Limited England & Wales
Compelsource PLC England & Wales
Compel IP Limited England & Wales
Computer Microrentals Limited England & Wales
Harmilton Rentals Group Lirited England & Wales
Abtex Systems Limited Scotland

Joint Ventures
GlobalServe Computer Services Limited England & Wales

Nature of Business

Dormant

IT systems and services

IT systems and services

Non trading

Intermediate holding company

Intermediate holding company

International alliance management

The Company has a 25% share in the ordinary share capital of GlobalServe Computer Services Limited.

Subsidiary Undertakings
investment at cost in subsidiaries
AL 1 July 1998

Additions

At 30 June 1999

Acquisition of Info’Products UK PLC

On 8 January 1999, the Company acquired the whoie of the issued share capital of Info'Products UK PLC {subsequentty

£'000

21,460

10,816

32,276

renamed Compel IP Limited) for a consideration of £1; as part of the transaction, the Company alse assurmed and repaid

£10 million of info'Products’ indebtedness.
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1 Investments {continued)

The fair values of the acquired assets and habilities have been determined on a provisional basis pending the conglusion of the

directors’ review of the acquired company, These can be summarised as follows

Baok Fair Fair
value valye valug
adjustments

£000 £000

Tangibte fixed assets 3,803 {125} 3,768
Current assets 49,287 17 50,204
Current labilities {36,045) (7392 {38,837
Net assets 17,136 - 17,135
Goodwill {16,319}
Acquisition expenses &i6

Fair vatlue adjustments relate to the alignment of accounting policies and the re-glassification of assets and liabilities.

This subsidiary undertaking contributed £1,340.000 to the Group's net operating cash fiows, paid £31,000 in respect of net
returns on investments and servicing of finance utilised £170,000 for capital expenditure activities and realised £882,000 net

of disposal costs, in relation to the sale of its irish subsidiary.

Summary Profit and Loss Account of Info'Products UK PLC
For the period from 1 January 1998 to the date of acguisition

£'000
Turnover 142,718
Operating loss (20,479}
Loss before taxation (22.913)
Taxation 4,736
Loss after taxation (18.177)

The loss on ordinary activities after taxation for the year ended 31 December 1997 was £18,562,000.
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12

Stocks

Maintenance stock and consumables

Finished goods and goods for resale

Consolidated

13

14

Debtors

Trade debiors

Amounts owed by group undertakings

Other debtors

Prepayments and accrued income

Corporation tax recoverable

Group relief receivable

Advance corporation tax recoverable (within 1 year)

Advance corporation tax recoverable (after more than 1 year)

1999 1998
£'000 £000
3,683 1,943
13,902 10,312
17,685 12,255
Consolidated Company
1999 1468 1999 T
L0000 £000 £'000 L0
61,956 43,326 2 -

15,016 3,328

4,600 861
774 100
- 263

- 212

13,576 2,135

36 9
273 51
- 212

82,346 48,090

13,887 8,407

Amounts owed by group undertakings includes £4,900,000 (1998: £4,500.000) which s repayable after more than one year, Included within other debtorg 1s £nil

1938, £100,000) which is repayable after more than one year.

Current asset investments

Loan note depaosit

Treasury deposits securing guaranteed loan notes, proviousty included within debtors,

The directors consider this better reflects their commercial nature.
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Consolidated Company
1999 1995 1998 1988
£'000 £000 £000 £000
2,228 2.166 2,228 2,166
2,228 2,166 2,228 2,166

have been re-classified as a current asset investment.
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15

16

Creditors: amounts falling due within

Obligations under finance leases (note 17)
Bank overdraft

Term {oans

Loan notes

Trade creditors

Armounts owed to group undertakings
Pension contributions

Deferred acquisition consideration
Other creditors

Advance corporation tax

Mainstream corporation tax

Other taxation and social security
Accruals

Proposed dividends payvable

The kank overdraft 1s secured by fixed and floating charges over the Group's assets

Creditors: amounts falling due after more than one year

Chbligations under finance leases (note 17)
Term loans due in one to two years
Term loans due in two to five vears
Other loans due in one o two years
Other lpans dug in two to five years

Deferred acquisition censideration

one year

Consolidated Company
1999 1598 1999 1998
£'000 £000 £'000 E£000
40 88 - -
- 2,745 - 38
1,700 500 1,000 -
2,208 2,166 2,298 2,166
44,106 28,806 50 25
- - 865 271
24 14 6 12
100 350 100 300
3,484 1,080 - -
~ 474 - 212
2,494 3,307 - -~
4,103 2,975 121 60
8,517 10,257 606 263
1,407 1,203 1,407 1,203
68,203 53,950 §,383 4,550

Conisolidated Company

1999 1998 1999 1
£°000 £'000 £'000 £00
14 29 - -
1,700 2,700 1,000 -
8.700 1,400 8,000 -
1,000 - 1,000 -
2,000 - 2,000 -
100 200 100 200
13,514 4,329 12,100 200

The terr loans are secured by fixed and floating charges and bear interest at rates of 1.75% and 1.25% over LIBOR. The other toan bears interest at 2% over LIBCOR.
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17

18

Obiigations under finance lease agreements

Amounts falling due
Within cne year
Between ong and two years

Between two and five years

Less: finance charges relating to future periods

The total obligation is included in

Creditors: amounts falling due within ore year (note 15)

Creditors: amounts falling due after mare than one year (note 16)

Conschdated

Provisions for liabilities and charges

Balance at 1 July 1998
Charged to profit and loss account

Utilised during year

Balance at 30 June 1989

1999 1998
£'000 £330
44 9
15 20
- 18
59 31
(5} {(14)
54 17
40 88
14 29
54 117

Consofidated

Froparty Lease Total
£CC0 £000 £000
77 241 318
1,695 - 1,695
{12} (52) (64)
1,760 189 1,949

In accordance with Financiai RReporting Standard 12, provision has been made for rent to be incurred on properties which are surplus to group regquirements following

the acquisition angd reorganisation of 1nto' Products UK PLC

Deferred tax

Difference between accumulated depreciation and capital allowances

Cther timing differences

Deferred tax asset
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Conzolidated

Unprovided Unprovided
1993 1998

£'000 £000
(2,221} (1,261)
(350} 227)
(2,571) {1,488}
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19

20

Deferred income

Consaolidated

1993 jize)
£'000 £000
Income to be recognised within one year 4,295 3932
Income to be recognisaed after one year 55 148
Deferred income at 30 June 4,350 4,080

Deferred income includes an incentive paymant received of £39,000 (1858 £102.000) in respect of ar agreement to lease a building. In accordance with UITF Abstract

12 the reverse premium is being recognised on a straight ine basis over the period to the rent review date,

Share capital

Consolidated & Company

1099

Number

Autnorised: 5p ordinary shares 40,000,000
Allotted, called-up and fully paid: 5p ordinary shares 30,185,906

During the year shares were allofted and fully paid as follows:

1998
Number

A0.000.000

28,364,314

° 248,243 shares with aggregate nominal value of £12,412 were issued as deferred consideration of £838.000 in respect of

the acquisition of Abtex Systems Limited.

o £25,000 shares with aggregate nominal value of £31,250 were issued as Subscription Shares to the vendor of

Info'Products UK PLC, for a consideration of £2,000,000.

© 837,600 shares with agagregate nominal value of £46,875 were issued on 8 January 1989 in a non pre-emptive placing to
institutions at a placing price of 320p per share, for which consideration before expenses of £3,000,000 was received.

The rnarket price of the shares at the ¢lose of business on the day prior 1o the issue was 397p per share.

© 10,849 shares with aggaregate nominal value of £643 were issued as a result of the exercise of share options by

employees, for which total consideration of £10,447 was received,

As at 30 June 1989 there were 346,081 aptions issued under an approved executive share option scheme, 343 319 options

issusd under an unapproved executive share option scheme, and 420,012 options issued under an approved savings related

share option scheme. The schemes invalve options ta buy ordinary shares at prices between 88p and 468p. The options are

exercisable over the period 1689-2000.
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21 Reserves
} Share Shares to Capital Other Profit.

Consolidated premivm be issued reserve reserves and loss
£000 £000 £'000 £'000 £000

Opening reserves 18,393 2.500 - (19,519) 10,203

Shares issues. less expenses 4,887 (838) - 825 -

Cancellation and transfer (18,393) - 18,393 - -

Transfer from goodwill reserve - — (18293 13,604 {301}

Retained profit for the year - - - - 8,508

Closing reserves 4,837 1,662 - - 18,410
Share Shares to Capitai Other Profit

Company premium be issued resarve reserves and loss
£000 £000 £'000 £060 000

Cpening reserves 18,375 2,600 - 4,334 881

Shares issugs, less expenses 4,887 (838) - 825 -

Cancellation and transfer (18,393) - 18,393 - -

Retained profit for the year - - - 382

Closing reserves 4,869 1,662 18,393 5158 1,063

Cumylative goodw:ll of £24 532,000 in respect of acguisitions of subsidary undertakings before 30 June 1998 has baen written off against reserves.

A Bpecial Resolution was passed at the Annug’ General Meehing of the Company held on 28 October 1388, whereby the whaole amount then standing to the ¢redit ot

the Company's share premium account was cancelled and transfered to a Gapital reserve against which an eguivalent amount of goodwilf arising on consalidation

(of companies acquired pre 30 June 1888) could be written off, The confirmation of the Court in accordance with the Companias Act 1885 was obtained on

9 December 1898,

. H
22 Movement in sharehoiders’ funds

Opening sharehelders’ funds

Retained profit for the financial year
Goodwiil acquired during the financial year

Issue of shares - nominal value
Premium on issue of shares

Shares to be issued

Closing shareholders' funds
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Consolidated Company
1999 1988 1999 1098
£'000 £'060 £'000 £000
12,985 8,732 27,308 19,497
8,508 4,239 382 196
- (7.591) - -
91 117 91 7
5,712 5,593 5,712 6,603
(838) 1,905 (838) 1,905
26,468 12,995 32,655 27,308
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23

Commitments

The annual commitments of the Group under operating leases are as follows

Leases which expire:

Within 1 year

In second to fifth year inclusive
After & years

1999 1968

Land and Other Larg and Other

buildings builldings
£'000 £'000 £'000 £7000
249 586 164 501
485 1,488 11 896
1,831 - 870 -
2,565 2,074 1,045 1,397

At 30 June 1899 the Group had coniracted capital commitments of £30,000 (1958: £325,000). Contract nire agreements for motor vehicles may be cancelled on payrment

of an early termination charge,

24

Reconciliation of operating profit to operating cash flow

Operating profit

Depreciation charges

Amortisation of goodwill

Profit on sale of fixed assets
Decreasef{increase) in stocks
Decrease/(increase} in debtors
(Decrease)fincrease in creditors
(Decrease)/increase in deferred income

Increasef(decrease) in provisions

Net cash inflow from operating activities
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1699 1998
£'000 £000
13,829 9,742
8,189 6,133
(7,258) -
(473} {185)
4,042 (4,479)
4,223 {14,667)
(7,676) 10,540
(1,056) 1,374
1,631 (33)
15,451 8,455
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Reconciliation of net cash flow to movement in net debt

25
1999 1998
£000 £000 £000 £000
Increase/{decrease} in cash in year 5,783 (5,733)
Cash cutflow from decrease in lease financing 63 40
Net cash {inflow)/outAow from {increase)/decrease in debt funding (10,500) 400
Cash outfiow from increase in liquid resources 62 679
Loan notes issued {62} (679)
Change in net debt resulting from cash flow (4,654) (5,293)
Loans and finance leases acquired with subsidiary - {65}
New finance leases - (€3)
Mowvement in net debt in year (4,654} (5,416)
Opening net debt (6,296) (880}
Closing net debt (10,950) (6,296)
26 Analysis of net debt
At Cash MNon-cash At 30
July fiow movements June
1908 1999
£000 £600 £000 £000
Cash at bank and in hand 1,166 3,038 4,204
Qverdraft 12,748} 2,745 -
(1,579) 5,783 4,204
Debt due after one year 14,100 (10,000} 700 (13,400)
Debt due within one year {600 {500 (70 {1,700)
Ltoan noles {2,186) (62) - (2,228)
Finance leases (117 63 - {54}
{10,499)
Current asset investments 2,166 62 - 2,008
Total (6,296) (4,654} - {10,950)
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Notice is hereby given that the ninth Annual
General Meeting of Compel Group PLC will be
held at 11.30 am on 28 October 1999 at the offices
of SG Securities {Laondon) Ltd, Exchange House,
Primrose Street, Broadgate, Londen EC2A 2DD
for the foliowing purposes:

To consider and, if thought fit, pass the following
resotutions 1 10 6 as CRDINARY RESCLUTIONS and
Resolutions 7 and 8 as SPECIAL RESOLUTIONS.

Ordinary Resolutions

Accounts

1. Toreceive and adopt the accounts for the year
ended 3¢ June 1999 and the reports of the directors
and auditers therecn.

Dividend

2. To declare the final dividend in respect of the
year ended 30 June 1993,

Directors

To re-glect the following directors who retire by
rotation in accordance with the Company's Articles
of Association:

3. N Davis {note 3)
4. R Clark {note 3)

Auditors

5 That KPMG Audit Plc be and are hereby
reappointed auditors of the Company to hold office
from the conclusion of this meeting until the
conclusion of the next general meeting at which
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accounts are laid before the Company at a
rermuneration to be set by the directors.

Renew Directors Autharity to Allot Shares

6. That the directors be generatly and
unconditionally authorised pursuant to Section 80 of
the Companies Act 1985 to allot, make offers or
agreements to allof, or grant the right to subscribe
for, or convert other securities inte, relevant
securities (as defined in the said Section 8Q)
provided that:

1. such authority shall be limited tc an aggregate
nominai amount of £503,008 (representing not
more than one third of the {otal share capifal in
issue as at the date of this notice);

il. such authority shall expire at the sogner of the
close of the following Annual General Meeting or
the expiry of fifteen months from the date of the
passing of the Resolution; and

i.the Company may before such expiry make such
an offer or agreement which would, or might,

require relevant securities to be allotted after
that expiry.

Special Resolutions

Disapplication of Statutory Pre-Emption Rights

7. That the directors be empowered pursuant to
Section 95 of the Companies Act 198% ("the Act") to
allot equity securities (as defined in Section 84 of the
Act) in the following cases, as if sub-section 89 (1) of
the Act did not apply:

. tothe allotment of equity securities whereby there
will be an offer of all such securities, whether
made by the Company or some cther person, open
for acceptance for a period fixed or approved by
the directors, to holders of Ordinary Shares on the
Register on a fixed record date in proportion to
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their then holdings of such shares (but subject to
such exclusfon or other arrangements as the
directors may deem necessary or expedient in
relation to fractional entitlements or to deal with
any legal or practical problems or requirements of
the laws of, or any recognised regulatory body or
stock exchange in, any territory}; and

il. To the allotment of equity securities up to an
aggregate nominal armount of £75,464
(representing not more than 5% of the issued
ordinary share capital of the Company as at the
date of this notice).

But provided that:

a. the power shall expire at the socner of the close of
the fallowing Annual General Meeting and the
expiry of fifteen months following the date of
passing of the resolution; and

b. the Company may before such expiry make an
offer or agreement thereunder which would or
might require equity securities to be allotted after

its expiry.

Authorise the Purchase in the Stock Market of up to
5% of {the Company's issusd Share Capital

8. That pursuant to Article 4.1 of the Articles of
Association of the Company and subject to the
pravisions of the Companies Act 1985 ("the Act") the
Company be authorised to purchase by market
purchase (as defined by Section 163 of the Act) up
to, 1,508,295 Ordinary Shares of bp each in its own
capital subject to the following:

i. the purchase price for any shares so purchased
shall not exceed a sum equal to one hundred and
five per cent of ihe average of the midaie market
quotation for the ten business days proceeding the
day of purchase {as derived from The Stock
Exchange Daily Official List) and shall not be less
than the nominal value of the shares;

i, the authority shall expire on the earlier of the close
of the next Annual General Meeting or the expiry
of fifteen months fram the date of the passing of

the Resolution;
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ihi.the Company may make a contract for purchase
which weuld, or might, be executed whelly or
partly after the expiry of the authority;

iv.any shares purchased pursuant to the authority
rmay be selected by the directors in any manner as
they from time to time deem appropriate; and

v. save as provided the authority shall be general
and unconditional.

By order of the Bg

A JlLee
Secretary
14 September 19939

NOTES:

1. A member entitled to attend and vote at the meeting may appoint a proxy

or proxies to attend and, on a poll, vote on his or her behalf. A proxy need

not be & member of the Company. A proxy form for use in connaction with

the meeting is enclosed. Signed forms of proxy together with the power of
attorney or authority (f any) under which they are signed must be lodged

with the Company's registrars, Lloyds TS8 Registrars. The Causeway, Worthing.
West Sussex, BMGS IUH na later than 48 hours before the time fired for the
meeting, Completion of a form of proxy wiil not preclude a member from
attending the meeting and voting in person,

2. The Ragister of Directors’ Shareholdings and copies of all directors’ service
contracts are aval'able for inspection at the registered office of the Company
during normal business hours on any weexday, except Saturdays and Public
Holidays, and wil! be available at the place of the meeting from 18 minutes prior
to the meetmg until its eonclusion

3. Biographical details ¢t the directors are conlained on pages 8 and 10 of the
Annual Report 2nd Accounts.
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