
DCC Annual Report & Accounts 2002

Business Support Services
DCC is a business support services group focused on
sales, marketing and distribution in the energy, IT,
healthcare and food markets, operating principally in
Britain and Ireland.
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FINANCIAL HIGHLIGHTS
ANNUAL REPORT AND ACCOUNTS 2002

TURNOVER

PROFIT
operating profit

EARNINGS
adjusted earnings
per share

DIVIDENDS
dividend
per share

€2.049 bn

€102.7 m

98.3c

24.5c

Profit before net exceptional items,
goodwill amortisation and tax

5 year compound annual growth rate: 19.5%

€ million

Adjusted earnings per share

5 year compound annual growth rate: 21.3%

cent

Dividend per share

5 year compound annual growth rate: 19.3%

cent

up 9.6%

up 12.0%

up 16.1%

up 16.0%

98 99 00 01 02 98 99 00 01 02 98 99 00 01 02

CASH FLOW
operating
cash flow

€117.5 m up 40.9%

46.6

59.2

71.3

87.3

97.7

45.4

57.2

68.8

84.7

98.3

12.19

14.66

17.60

21.12

24.50



Corporate logos       DCC owned brands

• Hospital supplies: DCC is the leading supplier of medical, surgical and laboratory 
equipment, consumables and pharmaceuticals to the Irish healthcare sector.

• Mobility and rehabilitation: DCC has a strong position in the UK mobility 
and rehabilitation market, particularly in electrically powered scooters, with 
a growing presence in Germany.

• Nutraceuticals: DCC is a leading full-service supplier of nutraceuticals 
(vitamins and health supplements) in Britain with a growing export 
customer base. DCC provides contract manufacturing (tablets, hard-gel and 
soft-gel capsules), packing and marketing services to leading branded, 
private label and mail order companies.

Marketing and distribution of hospital 
supplies, mobility and rehabilitation 
equipment and nutraceuticals

• Snackfoods: DCC markets and distributes KP, Ireland’s leading 
savoury snackfood brand.

• Healthy foods: DCC is the distributor of choice for healthy and fine 
foods in Ireland.

• Beverages: DCC is a leading supplier of ground coffee, wines and 
soft beverages.

DCC markets and distributes leading 
own and third party branded food and 
beverage products, focused on growth 
segments of the Irish food market, to 
an extensive retail and food-service 
customer base.

DCC’s other interests comprise of:

•  Supply Chain Management 

Services: SerCom Solutions 
provides outsourced supply chain 
management solutions to leading 
global manufacturers in the IT and 
telecommunications sectors.

•  Manor Park: DCC's associate 
company, Manor Park 
Homebuilders, is one of Ireland's 
leading house builders and has a 
substantial land bank available for 
future development.

High quality operations
DCC develops skilled management teams 
who drive consistent strong growth through:
• Product focused sales teams
• Excellent technical support
• Effective use of IT
• Focus on working capital
• Strong cash generation

DCC is a business 
support services 
group focused on 
sales, marketing and 
distribution in the 
energy, IT, healthcare 
and food markets, 
operating principally 
in Britain and Ireland.

Market penetration
DCC's deep distribution reach penetrates 
a broad range of customers across 
market sectors.  

Procurement
DCC  builds enduring relationships 
with key suppliers and leading 
brand owners, driving superior 
volume growth.

• Oil: DCC is the leading marketer and distributor of oil (heating and 
transport) products in Scotland and in Northern Ireland.  DCC is a 
substantial player in the Irish oil distribution market with nationwide 
access to importation facilities.

• LPG: DCC markets and distributes propane and butane products, including 
autogas; it has leading market positions in Britain and Ireland.

• Environmental Services: DCC is a leading environmental services 
company, engaged in the marketing of chemicals for the treatment of 
water effluent and process liquids and in the provision of services to the 
retail petrol sector including waste oil recycling and soil remediation.

Marketing and distributing oil and 
liquefied petroleum gas (LPG) 
products in Britain and Ireland under 
our own brands Emo, Flogas and 
other local brands. 

ENERGY
• Britain: SerCom Distribution is a leading distributor of computer 

hardware, including PCs, peripherals, consumables, networking and 
storage products, to its extensive computer reseller customer base.  It is 
also the leading distributor of consumer software, marketing and 
distributing business and leisure software to retail outlets, mail order 
businesses and computer resellers.

• Continental Europe:  SerCom Distribution is the leading specialist distributor 
of high and mid-range storage solutions in France, Spain and Portugal.

• Ireland: SerCom Distribution is one of the country’s leading IT distributors 
selling a broad range of major hardware and software brands.

Marketing and distributing a broad 
range of computer hardware and 
software products.

IT (SerCom Distribution)

HEALTHCARE FOOD

OTHER INTERESTS

GROUP AT A GLANCE



2 3

Alex Spain: Chairman
Alex Spain, B.Comm., F.C.A. (aged 69), is non-
executive Chairman of DCC and is a director of a
number of other companies. He was Managing
Partner of KPMG in Ireland from 1977 to 1984. He is
a former President of the Institute of Chartered
Accountants in Ireland and a former Chairman of
the Financial Services Industry Association in
Ireland. Mr Spain joined the Board and became
Chairman in 1976.

Jim Flavin: Chief Executive/Deputy Chairman
Jim Flavin, B.Comm., D.P.A., F.C.A. (aged 59),
founded DCC in 1976 and is Chief Executive and
Deputy Chairman. He has extensive experience in
the areas of business development and corporate
acquisitions. Prior to founding DCC, he worked as
head of AIB Bank’s venture capital unit. Mr Flavin
was also Deputy Chairman of eircom plc until its
acquisition by Valentia Telecommunications Limited
in November 2001.

Maurice Keane

Maurice Keane, B.Comm., M.Econ.Sc. (aged 61),
non-executive Director, is a member of the Court of
Directors of Bank of Ireland, having been Chief
Executive up until February 2002. He is Chairman of
Bristol & West plc and is also Chairman of BUPA
Ireland. Mr Keane was co-opted to the Board in
March 2002.

Kevin Murray

Kevin Murray, B.E., F.C.A. (aged 43), executive
Director, joined DCC in 1988, having previously
worked with Shell Chemicals in London and Arthur
Andersen in Dublin. He is Managing Director of
DCC Energy and DCC Foods. Mr Murray joined the
Board in 2000.

Morgan Crowe

Morgan Crowe, Dip. Eng., M.B.A. (aged 57),
executive Director, joined DCC in 1976, having
previously worked with the Boeing Company in
Seattle and with IBM in Dublin. He is Managing
Director of DCC Healthcare. Mr Crowe joined the
Board in 1979.

Tommy Breen

Tommy Breen, B.Sc. (Econ), F.C.A. (aged 43),
executive Director, joined DCC in 1985, having
previously worked with KPMG. He is Managing
Director of DCC SerCom. Mr Breen joined the Board
in 2000.

Tony Barry

Tony Barry, Chartered Engineer (aged 67), non-
executive Director, is a member of the Court of
Directors of Bank of Ireland and is Chairman of
Greencore Group plc. He was Chairman of CRH plc
from 1994 to May 2000, having previously been
Chief Executive. He is a past President of The Irish
Business and Employers’ Confederation. Mr Barry
joined the Board in 1995.

Paddy Gallagher

Paddy Gallagher, B.L., D.P.A. (aged 62), non-
executive Director, retired as Head of Legal and
Pensions Administration at Guinness Ireland Group
in 2000. He previously worked with Aer Lingus, the
Irish national airline, and is a former Chairman of
the Irish Association of Pension Funds. He is a
member of the Committee of Management of Irish
Pension Fund Property Unit Trust.  Mr Gallagher
joined the Board in 1976.

BOARD OF DIRECTORS

ANNUAL REPORT AND ACCOUNTS 2002

Fergal O’Dwyer

Fergal O’Dwyer, F.C.A. (aged 42), executive Director,
joined DCC in 1989 having previously worked with
KPMG in Johannesburg and Price Waterhouse in
Dublin. He was appointed Chief Financial Officer in
1994. Mr O’Dwyer joined the Board in 2000.

Audit Committee

Paddy Gallagher (Chairman)
Tony Barry
Maurice Keane
Alex Spain

Remuneration Committee

Tony Barry (Chairman)
Paddy Gallagher
Maurice Keane
Alex Spain

Nomination Committee

Alex Spain (Chairman)
Tony Barry
Jim Flavin
Paddy Gallagher
Maurice Keane

Senior Independent Director

Maurice Keane

[ / ] p / / g
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CHAIRMAN’S STATEMENT
ANNUAL REPORT AND ACCOUNTS 2002

Results
DCC’s continued strong earnings growth and excellent cash generation demonstrates
the Group’s resilience in the current more challenging business environment. 
Turnover grew by 9.6% to €2.05 billion and operating profit increased by 12.0% to
€102.7 million. Adjusted earnings per share increased by 16.1% to 98.30 cent, with
adjusted fully diluted earnings per share up by 16.0% to 97.35 cent. The return on
capital employed was excellent at 46.3% on tangible assets and 23.1% on assets
inclusive of acquisition goodwill.  
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Year ended 31 March

Adjusted EPS

€‘cent

DCC has achieved compound annual growth in adjusted

earnings per share of 18.6% over the last ten years

and 21.3% over the last five years. DCC’s strong earnings

growth has been of high quality - it has been achieved

in tandem with consistently high returns on capital,

strong cash generation and a strong balance sheet.

Dividend

The Directors are recommending a final dividend of

15.212 cent per share which, when added to the interim

dividend of 9.288 cent per share, gives a total dividend

for the year of 24.50 cent per share. This represents an

increase of 16.0% on the dividend of 21.12 cent per

share paid in respect of the year ended 31 March 2001.

Since its public listing in 1994, DCC has increased its

dividend at a compound annual rate of 18.4%. The

dividend for the year is covered 4.0 times by adjusted

earnings per share (2001: 4.0 times). The final dividend

will be paid on 11 July 2002 to those shareholders on

the register at the close of business on 24 May 2002.

DCC 2002 front[final 22/5].xp  5/6/02  10:57 am  Page 4
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Share buyback

As announced on 28 September 2001, the Board took

advantage of the Group’s strong balance sheet to buy

back 2,275,000 shares (2.6% of the issued share capital)

at €9.25 per share at a total cost of €21.04 million.

This purchase, when combined with the shares

purchased in the prior financial year, brings the total

bought back to 5.5% of DCC’s issued share capital.

DCC’s selective approach to share buybacks has a

minimal impact on its financial capacity and is intended

to complement, rather than substitute for, the Group’s

capital expenditure and acquisition programmes.

Development

During the year a total of €102.9 million was

committed to acquisitions and capital expenditure.

DCC completed several synergistic bolt-on

acquisitions during the year providing enhanced

platforms for growth in each of its markets.  

Board appointment

On 25 March 2002, Mr Maurice Keane was co-opted to

DCC’s Board as a non-executive director. Mr Keane is

a member of the Court of Directors of Bank of Ireland,

having been Group Chief Executive up until February

2002. He is Chairman of Bristol & West plc and is also

Chairman of BUPA Ireland. Mr Keane brings a wealth

of knowledge and experience to the Board. 

Corporate governance 

DCC is committed to pursuing best practice in

relation to corporate governance matters. The DCC

Board is satisfied that the Group has effective

ongoing processes for identifying, evaluating and

managing risks faced by the Group. A detailed

statement of DCC’s compliance with the Principles of

Good Governance, as set out in the Combined Code,

is given on pages 26 and 27.

Propriety of Fyffes share sale in February 2000

On 24 January 2002, Fyffes plc initiated legal

proceedings against DCC plc and others under Part V

of the Irish Companies Act, 1990 in connection with

the sale by DCC’s wholly owned subsidiary, Lotus

Green Limited, of 87% of its shareholding in Fyffes plc

in February 2000. The Board of DCC plc, having taken

legal advice and having obtained the opinion of other

independent experts, considers the Fyffes legal action

to be without merit and inconsistent with the share

dealings, actions and statements of Fyffes and certain

of its directors and officers at that time. The Board is

completely satisfied that no DCC Group company or

officer was in possession of price sensitive

information, that the confidentiality of Fyffes

information was fully maintained and that the sale

was undertaken with absolute propriety. The Fyffes

legal action will be vigorously rebutted.

The future

DCC is well placed commercially and financially to

generate ongoing growth both organically and by

acquisition.

Alex Spain

Chairman

10 May 2002

DATE ACQUISITION LOCATION DESCRIPTION

Jun’01 AGP Britain

Sept’01 Scottish Fuels Britain

Sept’01 Envirotech Ireland &
Britain

Oct’01 Noble Fuels Britain

Dec’01 Alta Gas Britain

Feb’02 TechnoPharm Ireland

Specialist distributor of computer
storage products based in Romsey in
south-east England.

Formerly BP’s oil marketing and
distribution business with market
leadership position in Scotland.

Operating in the fast growing water treatment
sector of the environmental industry,
Envirotech blends, markets and distributes
branded chemicals for the treatment of
water effluent and process liquids.

Oil marketer and distributor based in
Teeside, in northern England.

Significant marketer and distributor of
LPG in the UK.

Rapidly growing value added distributor
of specialist pharmaceuticals and medical
devices to Irish hospitals.
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CHIEF EXECUTIVE’S REVIEW
ANNUAL REPORT AND ACCOUNTS 2002

DCC is committed to achieving consistent returns, well in excess of its cost of capital,
which bring benefits to its shareholders, employees, customers and suppliers.

The DCC business model

This year we saw the true strength of the DCC Group

as DCC again achieved an excellent result despite the

current more challenging business environment.

DCC’s strong performance against this background is

testimony to the resilience of the Group.  

Balance

DCC’s balanced business model, providing business

support services across a number of market sectors,

provides great strength, stability and consistency of

performance even in a more challenging business

environment. The value of DCC’s sectoral spread was

clearly evident in the current year as the global

economic slowdown impacted various industries in

different ways. The slowdown resulted in extremely

difficult market conditions for the IT industry in

particular, however it also gave rise to more stable

world energy prices benefiting the downstream

energy marketing and distribution sector. Overall,

despite the varying consequences of the current

environment, DCC once again delivered significant

earnings growth.

UK 50%

REP. OF IRL. 42%

OTHER 8%

Geographical operating profit split

Sectoral operating profit split

ENERGY 34%

IT 30%

HEALTHCARE 20%

FOOD 11%

OTHER 5%
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Organic growth and bolt-on acquisitions

DCC’s first priority is achieving organic growth. DCC’s

focus is on recurring revenue businesses which

operate in market segments where good growth

opportunities exist. Most of DCC’s growth since its

public listing has been organically generated.

DCC seeks to augment organic growth with

shareholder value enhancing bolt-on acquisitions

which can be integrated with existing businesses in

order to increase their scale, strengthen their

competitive positions and achieve cost efficiencies.

Making and integrating bolt-on acquisitions is a core

skill for DCC as its acquisition track record demonstrates.

Bolt-on acquisitions are lower risk than larger

acquisitions and deliver greater long term value. 

Financial strength

DCC leverages commercial advantage from its

strong balance sheet. DCC’s financial strength

enables it to seek better credit terms and buying

prices from suppliers. Also, potential new suppliers

of quality brands are influenced by financial strength

when choosing a partner to handle their sales,

marketing and distribution. DCC has the ability to

move quickly to seize all organic and acquisition

opportunities with confidence. 

People and process

Key elements in DCC’s ability to achieve sustainable

superior performance and competitive advantage are

the quality of its people and the efficiency and

effectiveness of its processes. 

DCC is in essence a selling machine, focused on

providing the highest service levels to its customers

and suppliers. There is no better competitive

advantage than excellent service. The quality of the

brands for which DCC provides sales, marketing and

distribution services is an endorsement of its proven

ability to drive superior volume growth. DCC’s

product focused sales teams and committed

managers have deep product and market knowledge.

Performance is measured and monitored promptly,

constantly and rigorously. DCC’s intelligent use of

information technology is critical to ensuring the

effectiveness of its processes.

The quality of the DCC organisation was recognised

when DCC received The Irish Times/PA Consulting

Group Management Award for 2001. The stated

objective of this prestigious award is to give public

recognition to organisations that achieve outstanding

results through a strategic, driven and innovative style

of management.

DCC RECEIVED THE 2001 IRISH TIMES/PA MANAGEMENT AWARD.

PRESENTING THE AWARD TO JIM FLAVIN (LEFT ABOVE), THE TAOISEACH,

BERTIE AHERN, SAID THAT DCC “DEMONSTRATES THE EXCELLENT

MANAGEMENT SKILLS OUR ECONOMY DEPENDS ON”

DCC 2002 front[final 22/5].xp  5/6/02  10:58 am  Page 7
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ANNUAL REPORT AND ACCOUNTS 2002

CHIEF EXECUTIVE’S REVIEW continued

How DCC delivered this year and will go on delivering

The factors that generated DCC’s strong performance

in the year under review remain in place and the

integration of the businesses acquired during the year

is at an advanced stage.

DCC’s strong profit growth in the energy market in

recent years reflects well on the excellent business

development which DCC has achieved in this sector.

The acquisition of BP’s Scottish Fuels gives DCC a

market leadership position in Scotland and provides a

platform from which to build a significant business in

the fragmented oil marketing and distribution sector

in Britain. Consolidation has been a feature of the

British liquified petroleum gas (LPG) market and the

acquisition of Alta Gas places DCC firmly among the

market leaders. Overall, DCC is now one of the largest

independent companies marketing and distributing oil

and LPG products in Britain and Ireland.

Market conditions for the IT industry became

increasingly difficult as the year under review

progressed. Despite this, DCC’s IT distribution

operations achieved a very creditable result. These

operations are focused on business to business

distribution, with broad vendor and customer bases,

allied to excellence in service levels and operating

processes and controls. Over the past five years DCC’s

IT distribution business has increased its profits by an

average of 38.9% per annum - significantly

outperforming the market. We believe the current

result represents outperformance of a similar

magnitude. Looking forward, we are confident that

technological advances will continue to drive above

average long-term growth in the IT market. Particular

segments of the IT market are likely to see higher

growth, including storage products and leisure

software, where DCC has strong market positions.

DCC’s appointment by Microsoft as exclusive

distributor of the Xbox for the British and Irish

distribution channels provides an excellent platform

for further development in the high growth computer

games segment of the software market.  

We remain optimistic for DCC’s future development in

the healthcare market despite a number of shorter

term business-specific issues within our healthcare

operations. This market continues to benefit from a

number of significant underlying trends. Most

notably, in the Irish healthcare market, the

Government is committed to increasing healthcare

spending significantly over the coming years, which

should benefit DCC’s Irish hospital supplies business.

The completion during the year of a new sales and

marketing arrangement with Tyco Healthcare for

Ireland and the acquisition of TechnoPharm, a

distributor of specialist pharmaceuticals, also provide

enhanced platforms for further growth.

DCC’s food business continues to benefit from its

focus on niche growth sectors of the Irish market

(such as snack foods, health foods, wines and soft

drinks) and its deep distribution reach to a broad

customer base. Over the years DCC’s food business

has achieved significant and consistent profit growth

and, following a difficult prior year, significant profit

growth resumed in the year under review.

Outlook

The strength, stability and resilience of DCC’s

balanced business model, which enables the Group to

deliver such consistency of performance, gives me

great confidence in the long term future of DCC. 

Jim Flavin

Chief Executive/Deputy Chairman

10 May 2002
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OPERATING REVIEW

ENERGY

ANNUAL REPORT AND ACCOUNTS 2002

Marketing and distributing oil and

liquefied petroleum gas (LPG)

products in Ireland and Britain

under DCC’s own Emo, Flogas and

other local brands

Energy generated outstanding profit growth reflecting
the excellent business development which DCC has
achieved in this sector.

During the year a number of strategically important bolt-on acquisitions were

completed. DCC Energy is now one of the largest independent companies

marketing and distributing oil and liquified petroleum gas (LPG) products

in Britain and Ireland.

LPG volumes benefited from the particularly good growth achieved in the

automotive gas sector in Britain. DCC has a significant share of this fast

growing segment of the LPG market. Alta Gas, a British based marketer and

distributor of cylinder LPG, was purchased in December 2001 and integrated

with DCC’s existing Flogas operations. Consolidation has been a feature of

the British LPG market in recent years and the acquisition of Alta Gas places

DCC firmly among the market leaders.

DCC’s oil marketing and distribution activities were extended into Britain

with the acquisition of BP’s oil marketing and distribution business in

Scotland and Northern England (now called Scottish Fuels) and of Noble

Fuels on Teeside. DCC is now the market leader in oil distribution in

Scotland and has an excellent platform for further growth in the

fragmented British market.

DCC HAS A SIGNIFICANT SHARE OF THE FAST

GROWING BRITISH AUTOGAS MARKET

THE ACQUISITION OF ALTA GAS PLACES DCC FIRMLY

AMONG THE BRITISH LPG MARKET LEADERS

DCC 2002 front[final 22/5].xp  5/6/02  11:03 am  Page 11
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ANNUAL REPORT AND ACCOUNTS 2002

OPERATING REVIEW continued

DCC has had a strong presence in the oil treatment sector of the

environmental services market in Ireland for a number of years. The

acquisition in September 2001 of Envirotech, a marketer of chemicals for

the treatment of water effluent and process liquids, has broadened

DCC’s environmental services activities into the high growth water

treatment sector. The environmental services industry is experiencing

rapid growth, driven by increased enforcement of regulations, and offers

DCC exciting opportunities for development.

IT (SerCom Distribution)

Marketing and distributing a broad

range of computer hardware and

software products

SerCom Distribution achieved a very creditable result
in the increasingly difficult market conditions for the
IT industry as the past financial year progressed.

DCC’s British computer hardware distribution business again

demonstrated the robust nature of its business model. It benefited from

its broad customer and product base which was enhanced during the year

by the acquisition of AGP, a south of England based computer storage

products distributor. The logistics and back office functions of AGP were

integrated into SerCom Distribution’s UK facility in Altham, where

capacity had been significantly extended in the previous financial year. 

DCC’s British software distribution business benefited from the strong

growth in demand for leisure software products. DCC’s appointment by

Microsoft as exclusive distributor of the Xbox console, software and

peripherals for the UK and Irish distribution channels is a clear

endorsement of its market leading position and operational strength in

the leisure software sector.
SERCOM DISTRIBUTION IS IBM’S LARGEST

STORAGE DISTRIBUTOR IN EUROPE

2002 2001

Turnover €717.6m €610.3m +17.6%

Operating profit €35.0m €23.6m +48.1%

Return on capital employed

- excluding goodwill 49.1% 44.8%

- including goodwill 23.8% 21.0%

ENERGY

DCC 2002 front[final 22/5].xp  5/6/02  11:03 am  Page 12
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ANNUAL REPORT AND ACCOUNTS 2002

OPERATING REVIEW continued

In Continental Europe, DCC’s specialist computer storage distribution

business had a difficult second half following a significant slowdown in

IT spending by large corporates. Our specialist focus on computer

storage products continues to be recognised by vendors and during the

year IBM named the company as its largest storage distributor in

Europe. The business is well placed to benefit from an upturn in

corporate IT expenditure.

The Irish business was impacted by the significant slowdown in the Irish

IT market. The company has substantially reduced its cost base in order

to better position itself for renewed profit growth.

HEALTHCARE

Marketing and distributing hospital

supplies, mobility & rehabilitation

equipment and nutraceuticals

Healthcare profit growth was held back in the year
by a number of shorter term trading issues within
the businesses.

DCC’s hospital supply business further broadened its product portfolio

during the year with the acquisition of TechnoPharm, a fast growing

distributor of specialist pharmaceutical products to acute care hospitals

in Ireland. Customer service levels were further enhanced with the rollout

of a bespoke e-commerce system to Irish hospitals, which are choosing

to perform an increasing proportion of their transactions electronically as

they see the benefits of this service. Of note during the year was a new

sales and marketing arrangement with Tyco Healthcare, under which

DCC is now marketing all of Tyco’s medical and surgical products in

Ireland. The hospital supply business remains well placed to benefit from

increased government spending on health services.

SERCOM DISTRIBUTION IS THE EXCLUSIVE

DISTRIBUTOR OF MICROSOFT’S XBOX FOR THE

BRITISH AND IRISH DISTRIBUTION CHANNELS

2002 2001

Turnover €813.8m €753.9m +7.9%

Operating profit €30.6m €31.2m -1.8%

Operating margin 3.8% 4.1%

Return on capital employed

- excluding goodwill 60.4% 67.5%

- including goodwill 31.3% 33.9%

IT (SerCom Distribution)

DCC MARKETS AND DISTRIBUTES DIABETES

MONITORING SYSTEMS TO UK HOSPITALS

DCC 2002 front[final 22/5].xp  5/6/02  11:03 am  Page 14
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Having performed well in the first nine months, DCC’s mobility and

rehabilitation business was severely impacted in the last quarter by the

disruption of its supply of Shoprider powered mobility products arising

from a breach by the manufacturer of a long term supply agreement.

Action has been taken which will restore supplies of powered mobility

products from alternative sources.

In DCC’s nutraceuticals operations, significant new business has been

won since the previously announced loss of a major customer.  The

customer base will continue to be broadened and it is expected that the

lost business will be fully replaced over time.

2002 2001

Turnover €192.5m €182.7m +5.4%

Operating profit €20.7m €20.3m +2.0%

Operating margin 10.8% 11.1%

Return on capital employed

- excluding goodwill 41.4% 43.3%

- including goodwill 17.6% 19.1%

HEALTHCARE

DCC IS THE MARKET LEADER IN THE SUPPLY OF

BEDS TO IRISH HOSPITALS

DCC 2002 front[final 22/5].xp  5/6/02  11:04 am  Page 15
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ANNUAL REPORT AND ACCOUNTS 2002

OPERATING REVIEW continued

FOOD

DCC markets and distributes leading

own and third party branded food and

beverage products focused on growth

segments of the Irish market

This was an excellent result in Food benefiting from
underlying sales growth of 7% and a recovery in margins.

DCC has deep distribution reach, supplying a broad base of retail and

food service customers. DCC continued to invest in extending this

distribution reach during the year with increased sales and marketing

resources. This contributed to the good sales performance across all

product categories, with strong growth in wine and soft drinks.

During the year a significant rationalisation was carried out in Kylemore

Foods, a 50% owned associate, which involved the closure of the

company’s fresh bakery operations. This is reflected in an exceptional

charge in the year but has resulted in a substantial increase in

Kylemore’s operating profits.

DCC ENJOYED PARTICULARLY STRONG GROWTH

IN WINE AND SOFT DRINKS

Other interests
DCC’s other interests, principally Manor Park Homebuilders (an

associate company) and SerCom Solutions, contributed operating

profits of €5.4 million (2001: €8.1m). Manor Park, a leading Irish

housebuilder with a substantial land bank, achieved a good result and is

well placed to achieve strong profit growth in the coming years. SerCom

Solutions, which provides supply chain management services to the IT

sector, had a challenging year due to the impact of the severe slowdown

in the IT market.

2002 2001

Turnover €184.2m €182.4m +1.0%

Operating profit €11.0m €8.5m +30.0%

Operating margin 6.0% 4.6%

Return on capital employed

- excluding goodwill 62.5% 51.3%

- including goodwill 26.9% 21.4%

FOOD

DCC MARKETS AND DISTRIBUTES KP, IRELAND’S

LEADING SAVOURY SNACKFOOD BRAND
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CORPORATE SOCIAL
RESPONSIBILITY

ANNUAL REPORT AND ACCOUNTS 2002

DCC recognises its corporate social responsibilities to shareholders, employees,
customers and suppliers and to the communities in which it operates.
Responsible corporate citizenship is a natural extension of DCC’s commitment to
excellence across all areas of its operations.

Employees and management

Employees and management are key elements of

DCC’s success - their talent, innovation and

entrepreneurial business flair have been the

essential ingredients in DCC’s consistent strong

growth. Our employment practices emphasise

equality of opportunity, continuous training and

development, open communication, empowerment

and accountability.

DCC operates a decentralised organisational

structure - employees and managers are afforded a

high degree of responsibility and autonomy. This

environment contributes to a thriving growth focused

culture across the Group and supports a rich vista of

career opportunities, spanning operational and

corporate activities. We believe that the high

performance of the Group is supported by the fact

that many employees have equity interests in DCC

following the successful introduction of the group-wide

DCC Employee Share Save Scheme.

Building long term competitive advantage and

enduring superior performance requires high calibre

leaders with the drive, ambition and ability to

succeed. One of the key initiatives supported by the

DCC Group Human Resources team is the DCC Group

Leadership Development process, which seeks to

identify and develop future leaders. As part of this

annual process each DCC Group company reviews

and assesses leadership talent and puts in place a

formal development plan to ensure that future

leadership requirements are provided for.

DCC recognises the importance and value of good

employee communications and is launching a Group

intranet later this year.
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Environment, health and safety

DCC is committed to the effective management of

environmental, health and safety (EHS) risks across

its operations. Striving for continual improvement in

EHS performance is part of the overall drive for the

highest operational standards - it also contributes to

financial success by reducing costs and increasing

operational efficiencies.

DCC faces differing challenges to reduce EHS risk across

its operations. DCC’s Group Risk Management function

is putting processes in place to ensure that a consistent

approach is adopted across the Group to address

these challenges - focused on risk assessment,

training, review and continuous improvement.

DCC is committed to:

• Ensuring compliance with all applicable EHS legislation

and leveraging best practices across the Group

• Increasing investment in training and infrastructure

to provide a safer workplace for employees

• Reducing the production of waste

• Further integrating EHS considerations into all

aspects of operational and strategic decision making

Rigorous EHS audits and self assessments are carried

out to ensure compliance with legislation and to

measure progress against targets and best practice.

Some of DCC’s operations have a beneficial impact on

the environment. Within our energy operations, DCC

is a leading player in the marketing and distribution of

autogas in Britain and Ireland. Autogas i.e. liquefied

petroleum gas (LPG) for motor vehicles, is an

environmentally cleaner alternative to petrol and

diesel. Recognising this environmental advantage the

British government has introduced fiscal measures to

promote the use of autogas. DCC also has a

developing environmental services business involved

in the marketing of chemicals for the treatment of

water effluent and process liquids and in the

provision of services to the retail petrol sector,

including waste oil recycling and soil remediation.

Community

DCC’s businesses are active in supporting the local

communities in which they operate and, in addition to

charitable donations, many of our employees give

time voluntarily to charitable causes.

DCC recognises the long term, continuing nature of

corporate social responsibility and is committed to

meeting its responsibilities as a good corporate citizen.
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FINANCIAL REVIEW
ANNUAL REPORT AND ACCOUNTS 2002

SECTORAL OPERATING PROFIT SPLIT

Financial values

DCC’s excellent growth record has been built on a solid foundation of traditional
financial values and disciplines including rigorous controls and review, balance
sheet strength and a strong focus on cash flow and returns on capital. DCC’s
success derives from a consistent strategy of seeking broadly based growth and
from achieving operational excellence in our focused activity - sales, marketing
and distribution - rather than from the development of new technologies or
processes. The Group’s operations focus on doing the day-to-day things well.
Similarly our accounting and treasury policies and balance sheet structure are
straightforward, consistent and transparent.

Results

Continued strong earnings growth, excellent cash

generation - operating cash flow up 40.9% - and

consistently high returns on capital employed were

the key features of DCC's results for the year ended 31

March 2002.

Turnover grew by 9.6% to a record €2,048.9 million

and operating profit increased by 12.0% to a record

€102.7 million. The profit growth represents a

continuation of DCC’s formula of organic growth and

bolt-on acquisitions which has been successful for the

Group over many years - more than two thirds of

DCC’s growth since its public listing in 1994 has been

organic. In the year under review, the proportion of

the growth generated organically was lower at just

under 50%, principally due to the impact of the

difficult conditions in the IT industry. The balance of

the operating profit increase was contributed by

earnings enhancing, bolt-on acquisitions.

DCC’s businesses in the energy, IT, healthcare and

food markets generated 95% of the Group’s operating

profit in the year. The chart to the left shows the

breakdown of operating profit by market sector and a

detailed operating review is set out on pages 11 to 17.

ENERGY 34%

IT 30%

HEALTHCARE 20%

FOOD 11%

OTHER 5%
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The overall group percentage margin is not a

particularly useful measure for DCC due to the

influence of changes in oil product costs on the

percentage. While changes in oil product costs will

change percentage operating margins, this has little

relevance in the downstream energy market in which

DCC Energy operates, where profitability is driven by

absolute contribution per litre (or tonne) of product

sold and not a percentage margin. The Group's

operating margin was 5.0%, compared with 4.9% in

the prior year. The operating margin for each of DCC’s

market sectors is set out in the Operating Review.

Interest

The net interest charge increased to €5.0 million from

€4.4 million, primarily reflecting the impact of

acquisition spend and an increase in the Group’s

share of the interest charge of its associates. Interest

cover was 20.5 times (2001: 20.8 times). Profit before

net exceptional items, goodwill amortisation and tax

rose by 11.9% to €97.7 million.

Exceptional items

The charge for net exceptional items of €1.1 million

principally comprises rationalisation costs in DCC’s

50% associate Kylemore Foods, partially offset by a

profit on the disposal in August 2001 of an 18%

investment in Capco Limited, an Irish building

materials distributor.

Taxation

The Group's taxation charge on ordinary activities for

the year represents a tax rate of 14%, down from 15%

last year. The standard rate of corporation tax in

Ireland is 16% since 1 January 2002 and will be

reduced to 12.5% by 1 January 2003. In addition, the

Group’s manufacturing profits in Ireland are taxed at

10%. An analysis of the taxation charge is contained

in note 11 to the financial statements.

Return on capital employed

DCC is committed to creating shareholder value

through delivering consistent, long term returns in

excess of our cost of capital. In the year under review,

DCC again generated returns significantly ahead of

cost of capital - 46.3% on tangible capital employed

and 23.1% on capital employed inclusive of

acquisition goodwill (2001: 48.1% and 23.7%

respectively). The decrease on the prior year principally

reflects the energy operations’ greater weighting in the

results for the year. While the energy business

generates excellent returns, 49.1% on tangible capital

in the year under review, the returns in DCC’s IT

distribution business, 60.4% on tangible capital in the

year ended 31 March 2002, are even higher.

HIGH RATES OF ROCE
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Cash flow

DCC focuses on increasing operating cash flow to

maximise shareholder value over the long-term.

Operating cash flow is principally used to fund

investment in existing operations, complementary

bolt-on acquisitions, dividend payments and selective

share buybacks.

Cash flow from operating activities was excellent, up

40.9% to €117.5 million, which compares with operating

profits from subsidiaries of €89.1 million. Strong

working capital management gave rise to a cash inflow

from working capital and working capital equated to

11.5 days sales at the year end (2001: 13.2 days).

The table below sets out a summary of cash flows.

Balance sheet

DCC has a very strong balance sheet with

shareholders’ funds of €391.4 million at 31 March

2002 and net cash of €63.1 million. The composition

of net cash at 31 March 2002 is shown in the

following table.

The Group's cash and debt at 31 March 2002,

including currency, interest rates and maturity periods,

is shown in notes 22 to 26 to the financial statements.

NET CASH

Cash and term deposits 304.7 454.6

Bank and other debt repayable 

within one year (108.8) (200.6)

Bank and other debt repayable 

after more than one year (26.8) (65.8)

Unsecured notes due 2008/11 (106.0) (105.0)

Net cash 63.1 83.2

2002 2001
E’m E’m

ANNUAL REPORT AND ACCOUNTS 2002

FINANCIAL REVIEW continued

CASH FLOW SUMMARY

Inflows

Operating cash flow 117.5 83.4

Disposal proceeds 11.3 16.0

Share issues (net) 0.8 1.9

129.6 101.3

Outflows

Capital expenditure (net) 33.0 29.5

Acquisitions 59.6 26.0

Share buyback 21.3 24.7

Interest paid 3.8 2.6

Taxation paid 12.5 9.1

Dividends paid 19.2 16.4

149.4 108.3

Net cash outflow (19.8) (7.0)

Translation adjustment (0.3) 1.0

Movement in net cash (20.1) (6.0)

Opening net cash 83.2 89.2

Closing net cash 63.1 83.2

2002 2001
E’m E’m
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Treasury policy and management

The principal objective of the Group's treasury policy

is the minimisation of financial risk at reasonable

cost. This policy is reviewed and approved annually

by the Board. The Group does not take speculative

positions but seeks, where considered appropriate, to

hedge underlying trading and asset/liability

exposures by way of derivative financial instruments

(such as interest rate and currency swaps and

forward contracts). DCC's Group Treasury centrally

manages the Group’s funding and liquidity

requirements. Divisional and subsidiary

management, in conjunction with Group Treasury,

manage foreign currency and commodity price

exposures within approved guidelines. An analysis of

the Group's hedging positions is contained in note

27(b) to the financial statements.

Currency risk management

DCC's reporting currency and that in which its share

capital is denominated is the euro. Exposures to other

currencies arise in the course of ordinary trading,

principally sterling and the US dollar. Trading foreign

currency exposures are generally hedged by using

forward contracts to cover specific or estimated

purchases and receivables. Approximately half of the

Group's operating profits are sterling denominated

and, where appropriate, hedges are put in place to

minimise the related exchange rate volatility. However,

certain natural hedges also exist within the Group, as

a proportion of both the Group's interest payments

and purchases by certain of its Irish businesses are

sterling denominated. In order to protect shareholders'

funds from material variations due to sterling exchange

movements, a proportion of the Group’s sterling net

operating assets are hedged by an equivalent amount

of sterling denominated borrowings.

Interest rate risk management

The Group borrows at both fixed and floating rates of

interest and utilises interest rate swaps to manage its

exposure to interest rate fluctuations.

Credit risk management

DCC transacts with a variety of financial institutions

for the purpose of placing deposits and entering into

derivative contracts. The Group actively monitors its

credit exposure to each counterparty within

guidelines approved by the Board.

Commodity price risk management

Commodity forwards, swaps and options are

frequently used to fully or partly hedge potential

price movements in LPG and oil products to be

purchased by the Group's energy businesses in

Britain and Ireland. All such contracts are entered

into with counterparties approved by the Board and

usually for a period not exceeding three months.
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