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Operating statement
CONTRACT BASE GROWTH

Excluding acquisitions, the
Group’s contract base grew a
pleasing 15% year on year, with
particularly strong UK growth
in the second half of the year.

Group strategic performance
In 2007, Computacenter made further progress in each of the five
strategic initiatives aimed at ensuring long-term earnings growth.
Accelerating the growth of our contractual
services businesses
Our contract base, comprising contract terms typically of five
years, is our most predictable source of revenue and profit.
Excluding acquisitions, the Group’s contract base grew a
pleasing 15% year on year at constant exchange rates, with
particularly strong UK growth in the second half of the year
resulting in a full recovery from that operation’s contract losses
of 2006. A number of high-value long-term contracts were
secured, including a new Group contract with BT, under which
Computacenter takes responsibility for fulfilment, support and
related services for BT’s 112,000 global desktops across 54
countries. This is the largest services contract negotiated by
Computacenter to date.
Broadening the range and depth of our services activities
Across the Group, we endeavoured to enhance our capability
in those areas which command higher margins and where
specialist expertise is in high demand. In particular,
Computacenter sought to extend its capability and its market
penetration in the enterprise service areas of networking and
datacentre hosting and support. To that end, two significant
developments in 2007 were the acquisition of Digica, a
datacentre hosting and support company, and Allnet, a network
integration and cabling company. Together, these acquisitions
have added £23 million to the Group’s contract base.

Extending our presence in growth markets, and in particular
the medium-sized business segment
At the smaller-scale end of our client base, our push into the
growing mid-market continued, particularly in the UK, where
we invested an additional £4 million through the 2007 income
statement, mainly in recruitment of new sales staff. We are
gradually building a presence in this market, with approximately
1,000 new customers trading with us in 2007, and look forward
to the return on this investment in coming years. In addition, our
investment in the growing market for datacentre services yielded
a number of important new managed services contracts and led
to increased utilisation of our professional services staff, lowering
operating costs.
Improving the efficiency of our operations by deploying
shared services facilities across our customer base
We continued to focus on reducing operational costs and
improving customer service through the more effective use of
shared resources and tools for service delivery. In the UK we
have established the Shared Services Factory (SSF), a standard
set of tools, facilities and processes that ensures we deliver
services that consistently meet customer requirements at low
cost. One component of the SSF is our new purpose-built
International Service Centre in Barcelona. Progress is being
made with similar shared resource initiatives in Germany.
Improving our competitiveness by reducing the cost of
sale in our product supply business
We continued to implement improved business controls relating to
product purchasing and supply and to invest in our e-commerce
systems in order to streamline the supply business and reduce
operating costs.
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digica progress

Our managed datacentre
and hosting business, Digica,
acquired in January, performed
well in H2, with revenue growth
of 11.1% over H1 and an
improved operating profit
ahead of expectations.

UK
UK revenues grew by 5.9% to £1.36 billion (2006: £1.28 billion),
driven by strong sales in the datacentre services arena and an
improvement in product revenues. Adjusted* operating profit
declined 11.6% to £33.1 million (2006: £37.4 million), partly
due to the 2006 contract losses previously reported and the
renegotiation of our relationship with BT.
Services revenues, excluding the effect of acquisitions, declined
3.5%, with professional services growth partially compensating
for a decline in contractual revenues. However, a strong H2
recovery in the UK services contract base resulted in a small
contract base increase for the year as a whole, which translates
to an 8.5% increase in the year when taking account of product
supply embedded within services contracts. We therefore enter
2008 with a business pipeline that more than compensates for
the losses of 2006.
During the year, we began to see the results of our strategic
initiative aimed at greater use of shared service facilities, tools
and processes. Customers are increasingly choosing to broaden
their relationship with Computacenter due to our ability to make
cost and service commitments based on the use of repeatable
processes and embedded best practice. Our investment in this
area led to us achieving BSI certified accreditation to the ISO/
IEC20000 standard for our centralised Service Desks, including
the integrated operations of our Digica acquisition.
This shared services approach helped secure a number of
managed services contracts. These include a five-year contract
with Marks & Spencer worth approximately £19 million in service

revenues and covering product supply and software licensing,
the management of all infrastructure moves and changes,
desktop and server support, managed security, asset
management and technology disposals.
We enjoyed particular success in datacentre services. The strong
performance in this area reported in the first half continued
through the rest of the year and was a key driver of a 19%
year-on-year increase, excluding the effect of acquisitions, in
professional services revenues. Our server virtualisation and
consolidation solutions were in particular demand due to the
benefits of reduced costs and increased manageability, as well
as related environmental benefits, which include a significantly
reduced power consumption and carbon footprint. Indeed
we won a Supplier Innovation Award from BT for our work on
virtualising and consolidating a number of their UK datacentres,
through which we cut their power consumption by 5,000KW
and their carbon footprint by 85%, as well as reducing their
operational expenditure considerably.
In the managed datacentre segment we saw some recovery
following a disappointing start to the year. Our managed
datacentre and hosting business, Digica, acquired in January,
performed well in H2, with revenue growth of 11.1% over H1
and an improved operating profit ahead of expectations.
Our datacentre services were in particular demand in the
financial services and telecoms sectors. An important technology
solutions win was with Norwich Union, where we worked with
the customer to consolidate and virtualise its environment at
two datacentres, as well as deploying a new server operating

* Adjusted for exceptional items and amortisation of acquired intangibles. Adjusted
operating profit is stated after charging finance costs on customer-specific financing.
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stronger uk pipeline

UK contract base growth in
H2 means we enter 2008 with
a UK business pipeline that
more than compensates for
the losses of 2006.

system and hardware. The project has helped simplify IT
management and reduce server provisioning time from six
weeks to less than one. We also secured a contract with a
major financial organisation for a UNIX server architecture
redesign and infrastructure replacement, enabling the customer
to expedite its deployment of new customer products and so
reduce time to market.
The acquisition of Allnet in April, a leading provider of network
integration and structured cabling services, has doubled the size
of our business in this sector and we believe will enable us to win
increased market share in the high-growth areas of converged
IP based networks and unified communications projects.
The success of our continuing investment in our software
services business led to 18.7% software revenue growth. In
particular, we captured an increased share of the high value
Microsoft licensing market, with our UK market share reaching a
record 9%. A significant win was with a major bank, for which we
will be providing managed procurement and software licence
management services. Looking forward, we expect to see further
growth and increased return from our software business.
Growth in technology solutions projects was a significant driver
of related product sales, where we saw 4.0% growth in sales of
networking, server and storage technology. Sales of personal
systems remained broadly flat.

There were indications of customers turning away from
purchasing direct from vendors in favour of vendor-independent
services and solutions providers such as ourselves. Whilst we
welcome this as beneficial to organisations looking for long-term
value and service flexibility from their IT partner, it is still too early
to say whether this indicates a long-term trend.
Our continuing success in implementing improved business
controls relating to product purchasing and supply contributed
towards an increase in product gross margins from end-user
sales. We also continued to lower the cost of sale through use
of a lighter-touch sales model for product-only clients, enabled
through our deployment of improved e-commerce systems.
Significant product supply wins include technology
benchmarking and desktop supply for Leeds City Council,
which also includes disposals management via RDC. In
addition, we secured a nationwide technology refresh contract
with construction company Morgan Sindall, covering supply,
asseting, configuration and installation services.
Our remarketing and recycling arm, RDC, had a good year with
a strong finish. Increased business interest in environmental
services contributed towards a three-fold growth in profits,
driven by a 22% increase in service revenues and 36% growth
in remarketing revenues.
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record german performance

In Germany we enjoyed the
best profit performance since
the business’s acquisition
in 2003.

Continuing the trend of recent years, our UK trade distribution
arm, CCD, which operates in a particularly competitive market,
saw sales decline 6.7%. However our focus on margin generation
continues to bear fruit, leading to an increase in gross profit.
The UK business enters 2008 with a record services contract
base and a strong pipeline of new business. This provides a firm
foundation on which to build revenue and profit growth in 2008
and beyond.
Germany
Computacenter Germany enjoyed strong growth, with revenues
increasing 8.2% to £708.6 million (2006: £654.7 million). More
significantly, adjusted* operating profit grew markedly to £10.4
million (2006: £2.6 million), albeit aided by a substantial reduction
in the losses from the two shared datacentre services contracts.
This is, by some distance, the best profit performance since
Computacenter acquired the CompuNet business from GE at
the beginning of 2003.
Revenue growth was across the German business. Services
revenues increased by 13.1% and product revenues by 5.8%.
This meant our business mix was broadly unchanged, with
around 35% of our revenues coming from services, and 65%
from products.
Growth came from the return on the significant investment we
have made in services and solutions over the last few years,
particularly on developing our managed services and consulting

businesses. Our managed services contract base grew by 22.8%
in local currency, including contracts with embedded product
supply, and our professional services revenues grew 9.5%,
resulting in a very pleasing 39.7% revenue growth over just two
years. Networking and datacentre growth also helped boost
product sales through the related supply of servers and other
enterprise products.
In addition, we are seeing the benefits of a significant restructure
of our sales organisation, which has led to a more diversified
customer base and enabled us to grow business in the mediumsized enterprise sector.
An upturn in the German IT market, driven by general economic
factors, further helped financial performance. In addition, we
benefited from a customer trend away from contracting out
comprehensive outsourcing deals to large enterprise service
providers and towards the kind of selective managed services
contracts in which we specialise.
Growth was achieved with no significant impact on indirect
expenses, enabling the additional volumes and margins to
contribute directly to profit. This was aided by the implementation
of new cost control mechanisms during 2006.
We are increasingly recognised in the German services market,
with IDC listing us as one of the country’s top ten IT services
providers. Significant wins included a three-year contract with
BMW Group for the supply and maintenance of all network

* Adjusted for exceptional items and amortisation of acquired intangibles. Adjusted
operating profit is stated after charging finance costs on customer-specific financing.
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French losses REDUCE

Improved profit performance
across services and products
in France contributed to a
73.0% fall in the French
operating loss.

equipment in Germany and a datacentre outsourcing contract
with Immobilienscout24, which operates Germany’s largest
Internet real estate marketplace. We also secured a four-year
managed services contract with leading chemicals manufacturer
Solvay, in which we take responsibility for managing the
company’s desktops and Wintel servers, as well as providing
helpdesk services across Germany, Austria and Switzerland.
Service margins continued to be under pressure and we began a
number of initiatives in the first half to improve this area. As a result,
we saw significant margin improvement towards the end of 2007
and expect these initiatives to bear further fruit in years to come.
Our product business enjoyed growth in all areas in 2007.
Performance was particularly strong in our security products
business, which grew 23.7% and reflected organisations’
increased concern over data security. Other major contributors
to sales growth were our unified communications and
networking activities.
Sales of personal systems increased by 14.2%, reversing a
longstanding trend of revenue decline in this segment, which
was largely attributable to continuing unit price deterioration.
A notable success was the award of a three-year contract for the
supply of desktop, laptop and PDA equipment, with management
of installations, moves and changes, to healthcare services
provider B.Braun.

Our remarketing and recycling arm, RDC, enjoyed sales growth
and another profitable year in Germany, with two major wins
from 2006 making a significant contribution to remarketing
margins. The relocation of RDC’s new sales and service delivery
team to the German Operations Centre at Kerpen is expected to
help grow RDC business in existing Computacenter accounts.
We expect the economic situation in Germany to support further
growth in 2008 and are confident that the business is well placed
to make further contributions to Group profits in years to come.
France
2007 saw a fundamental improvement in the performance of our
French business. Operating loss reduced 73.0% to £1.8 million
(2006: loss of £6.5 million prior to exceptional charges of
£5.0 million). This was despite a revenue decline of 7.0% to
£285.7 million (2006: £307.3 million), due largely to a
challenging product market. This dramatic improvement was
brought about by a number of key management initiatives.
In order to address the issues of a highly competitive product
marketplace and a 15% average price decline in product prices,
we adopted a more commercially innovative and selective
approach to the provisioning of hardware. This was supported by
the introduction of a new reward scheme for our sales force at the
start of the year and by a new focus on the growth of our regional
business. The result was improved gross profit in the product
business, despite the anticipated 8.8% fall in product revenues.
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Contract wins

Significant contract wins
across the Group include BT,
Marks and Spencer, BMW
Group and the French Atomic
Research Authority.

A similarly selective approach in our services business, together
with a sharpened focus on quality of service and customer
satisfaction, yielded a 7.1% improvement in services revenues
and a substantial 24.1% increase in gross profit.
The continuing success of our maintenance services also
contributed to the improved financial performance. Our
maintenance business recorded a 19% increase in revenue and
a substantial increase in gross profit, despite an overall French
market for these services that shows zero growth.
The cost of running the business was again managed down,
with operating costs falling by 4.2%.
The second half of 2007 saw Computacenter France record a
profit for the first time since 2001. Significant renewals included
a five-year extension of our global hardware and maintenance
service for a leading medical services company, a four-year
renewal of our third largest managed services contract with a
major pharmaceuticals company and a four-year extension of our
product supply contract with the CEA, the French Government’s
Atomic Research Authority.
New customer wins include a four-year product supply and
maintenance contract with the Paris Mayor’s office, Marie de
Paris, worth £17 million, and a three-year contract to provide
most of the Northern French hospitals, Groupement InterHospitalier du Nord, with services including product

specification, installation, helpdesk and support worth up to
£24 million.
2007 represents a step change in the performance of our French
operation. Whilst much remains to be done, particularly in
broadening the customer base, we have an opportunity to build
on this progress in 2008 and beyond.
Benelux
Our Benelux operation recorded a reduced operating loss
of £44,000 (2006: loss of £191,000). The small loss was
principally due to increased investment in the Luxembourg
sales organisation.
Product supply activities recorded an improved performance,
both from traditional volume business as well as new enterprise
solutions business. The profit contribution from managed
services also grew significantly on the back of high IT resource
demand, particularly in Belgium.
Major wins included enterprise solutions projects at CMI,
Pioneer Europe, and BDO Atrio in Belgium as well as a unified
communications project at Luxpet in Luxembourg.

* Adjusted for exceptional items and amortisation of acquired intangibles. Adjusted
operating profit is stated after charging finance costs on customer-specific financing.

