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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 8-K/A

CURRENT REPORT
Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

May 10, 1999
Date of Report (Date of earliest event reported)

Safeguard Scientifics, Inc.

(Exact name of Registrant as specified in its @nart

Pennsylvania 1-5620 23-1609753
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) (Commission File Number) Identification

Number)
800 The Safeguard Building, 435 Devon Park Drive 19087
Wayne, PA (Zip Code)

(Address of principal executive offices)

Registrant's telephone number, including area code: (610) 293-0600

(Not applicable)
(Former name or former address, if changed since last report)



EXPLANATORY NOTE

This Form 8-K/A amends Item 7 of the current remort~orm 8-K filed by Safeguard Scientifics, IntSgfeguard™) on May 25, 1999 to
include financial statements that were not avadalthe time of the filing of the initial repomthe financial statements are required as a resul
of the May 10, 1999 acquisition by Safeguard's miigj@wned subsidiary, CompuCom Systems, Inc.

("CompuCom") of certain assets of ENTEX Informat®ervices, Inc. ("ENTEX")

whereby Compucom acquired certain assets of ENTECHnology Acquisition Services Division ("TASD").

Item 7. FINANCIAL STATEMENTS AND PRO FORMA FINANCIA L INFORMATION

Item 7(a). COMBINED FINANCIAL STATEMENTS OF ENTEX | NFORMATION SERVICES, INC. TECHNOLOGY
ACQUISITION SERVICES DIVISION

INDEPENDENT AUDITORS' REPORT
The Board of Directors and Stockholders
ENTEX Information Services, Inc.:

We have audited the combined balance sheets of ENiifermation Services, Inc. Technology AcquisitiBervices Division as of June 28,
1998 and June 29, 1997 and the related combintirstats of operations and cash flows for eachef/gars in the three-year period ended
June 28, 1998. These combined financial statenagatthe responsibility of the Company's managen@unt.responsibility is to express our
opinion on these combined financial statementsdaseur audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statemepfetred to above present fairly, in all materiapects, the financial position of ENTEX
Information Services, Inc. Technology Acquisitioaer@ces Division as of June 28, 1998 and June 297 land the results of their operations
and their cash flows for each of the years in tied-year period ended June 28, 1998, in conforwiity generally accepted accounting
principles.

KPMG LLP

Stamford, Connecticut
May 17, 1999



ENTEX INFORMATION SERVICES, INC.
TECHNOLOGY ACQUISITION SERVICES DIVISION
COMBINED BALANCE SHEETS

(Dollars in thousands)

June 28, June 29, March 28,
1998 1997 1999
(Unaudited)
ASSETS
Current assets:
CaSh.ciiiice s $ 10,724 $ 12,494 $ 9,034
Trade receivables, net of allowance for doubtful
accounts of $3,659, $3,721 and $3,867, respective 289,802 261,247 255,746
Vendor receivables, net of allowance of $3,787, $
and $3,461, respectively...........c.cccuen.. 47,592 37,789 39,518
Finished goods inventories 180,105 175,151 111,593
Other current assets...........cccoveevereene. 4,160 3,494 3,368
Total current @ssets.....cccceevvcvveeeveceees e 532,383 490,175 419,259
Property, plant and equipment, Net................ L 26,360 18,969 17,155
Goodwill, net of accumulated amortization of $9,0 76, $6,102
and $11,476, respectively...........cccoe.e... 30,076 33,083 27,677
Other assets, Netu.uuveeeeeeeeeeeeeeeeeeeeeeeeeee e, 656 545 4,585
TOtal @SSEIS..cccviiiciiiciieeeeeeeeeee $ 542,772 $ 468,676
LIABILITIES AND NET ACCUMULAT ED DEFICIT
Current liabilities
ACCOUNLS PAYADIE....ccviiciiiiiiiieieeees e $ 323,313 $ 257,913 $ 282,256
Accrued liabilities 25,354 19,673 28,778
220,101 268,703 130,444

Notes payable and current installments of long-te

Total current liabilities........cccoceeeee. 568,768 546,289 441,478
Long-term debt.................o...oo..... e 42,207 44075 102,276
Other long-term liabilities.........ccccoceeeee. 661 1,172 -
Total long-term liabilities...........c......... -42_868 —45-247 _____ I(_)_2_,276
Total liabiltes................... e 611,636 501536 543754
Net acoumulated deficit, ( é2i61) (—48764) _____ ( _7“5_,_078)

See accompanying notes to combined financial sttésn



ENTEX INFORMATION SERVICES, INC.
TECHNOLOGY ACQUISITION SERVICES DIVISION
COMBINED STATEMENTS OF OPERATIONS

(Dollars in thousands)

Years Ended Nine Months Ended

June 28, June 29, June 30, March 28, March 29,
1998 1997 1996 1999 1998
(unaudited)

Netrevenues.......ccocoovvcvviviiiiciicsceees $2,020,271 $2,140,893 $1,947,29 8 $1,377,058 $1,534,153
Cost and expenses:

Cost of products sold...........ccccceueiennnnne 1,807,478 1,930,873 1,770,35 1 1,265,303 1,371,674
Inventory charges..........cccooveevenveninncns -- -- - - 4,000 --
Selling, general and administrative expenses...... 169,215 182,885 154,18 2 115,528 123,046
Restructuring costs -- -- - - 12,000 --
Unusual charges - - - - 12,000 -
Nonrecurring stock compensation costs............ . ... -- -- 14,54 8 - --

Income (loss) from operations..........cccceeeee. L 43,578 27,135 8,21 7 (31,773) 39,433
Interest expense, Net......cccovvvvcvveenvceeeees 27,497 27,859 24,97 0 21,897 20,773
Income (loss) before income taxes.......ccc..... . L 16,081 (724) (16,75 3) (53,670) 18,660
Provision for income taxes.........cccccceeeeee. L 351 25 2 8 23 13
Netincome (I0SS)....ccvvvveveeceieececincecees e, $ 15,730 $ (749) $ (16,78 1) $ (53,693) $ 18,647

See accompanying notes to combined financial setésn



ENTEX INFORMATION
SERVICES, INC.
TECHNOLOGY ACQUISITION SERVICES DIVISION
COMBINED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

Years Ended Ni ne Months Ended
June 28, June 29, June 30, Marc h 28, March 29,
1998 1997 1996 19 99 1998
(unaudited)
Cash flows from operating activities:
Net income (I0SS)...ccvverveireeiieeiieariens $15,730 $(749) $(16,781)
Adjustments to reconcile net income (loss) to net
cash used in operating activities:

Stock compensation costs.... .. - - 12,948

Depreciation and amortization.................... 11,814 9,694 6,956

Provision for doubtful trade and vendor

receivables.......cccoeeeveeiieiieeiieeeeee, 1,725 2,071 1,465

Accretion on long-term debentures and notes...... 1,812 1,524 1,497

Other. ..ot (111) 563 6,361
Changes in working capital, net of effects of
acquisitions:

Trade receivables..........cccccoeveveiiieennnes (28,493) 1,242 (83,647)

Inventories............. (4,954) (10,591) (32,778)

Vendor receivables (11,590) (18,449) (11,463)

Other current assets (666) 87 2,326
Accounts payable and accrued liabilities.......... 71,081 (3,157) 44,807
Other long-term liabilities....................... (511) 996 (9,606)

Net cash provided by (used in) operating

ACHVItIES ... 55,837 (16,769) (77,915) $ 41,382 $57,985
Cash flows from investing activities:

Capital expenditures (16,198) (11,467) (16,016) (12,061) (6,207)
Cash paid for acquisitions...... . - (6,014)  (18,491) - -

Sale of assets, net of expenses................... - 1,002 4,250 - -

Net cash used in investing activities............ (16,198) (16,479) (30,257) (12,061)  (6,207)
Cash flows from financing activities:

Net transactions with ENTEX...........cccocevueee (41,409) 35,534 107,990 (31,011) (57,367)
Increase (decrease) in cash............c........... (1,770) 2,286 (182) (1,690) (5,589)
Cash at beginning of period.............ccccceunee 12,494 10,208 10,390 10,724 12,494
Cash at end of period..........cccccvviveerennnns $10,724  $12,494 $10,208 $9,034 $6,905
Supplemental disclosure of cash flow information:

Cash paid during the year for:

Interest paid..........ccoeeveeivienieenieee. $25,799 $27,344 $23,588 $ 16,914 $ 20,500

Taxes paid/(refunded)..........cccoeeveeeennns $(35) $(9,065) $7,647 $1,278 $(372)

See accompanying notes to combined financial sttésn




ENTEX INFORMATION SERVICES, INC.
TECHNOLOGY ACQUISITION SERVICES DIVISION

NOTES TO COMBINED FINANCIAL STATEMENTS

(Information and amounts relating to the periodgdal999 and 1998 are unaudited)

(Dollars in thousands)
(1) Summary of Significant Accounting Policies
(A) Description of the Business

The Technology Acquisition Services Division (tHAS Division") is an operating unit of ENTEX Infomation Services, Inc. ("ENTEX" or
the "Company"). ENTEX was formed for the purposaafuiring, on August 6, 1993, the net assetseptrsonal computer and systems
integration business of JWP Information Services, On June 28, 1996, the Company's former paeitEX Holdings, Inc., ("Holdings")
was merged with and into the Company. Holdings2#tment in the Company represented its only sutdstaassets and operations, and
accordingly, was accounted for like a pooling-akmests transaction.

The Company has two principal sources of reventadyct revenues and service revenues. Productuesewhich represent the revenues of
the TAS Division, include acquisition and procurernef personal computer and network products, soiwperipherals and configuration.
Service revenues include network services, prajessiservices, outsourcing services, PC and netapekation support services, on-site and
centrally located help desk services, as well astasanagement services.

In November 1998, the Company's Board of Direcauthorized management actions that resulted inethiganization of ENTEX's business
to create two operating units: the TAS Division dinel Services Division, each functioning as a sapawperating division within ENTEX.
Prior to the reorganization, these units operatgdther, and as such, many items were comminglegtefore, the accompanying combined
financial statements of the TAS Division have bpegpared using the allocation methodologies desdriielow under "Basis of
Presentation."”

Effective May 10, 1999, the Company sold certagets (inventory, land and building, and fixed asset its TAS Division to CompuCom
Systems, Inc. ("CompuCom"). The transaction wascitred as an asset sale for cash. Included isaleewere all of the inventory and
equipment in the Company's Erlanger, Kentucky Iratgn Center and its Corporate Account Call Cemtafdason, Ohio.

(B) Fiscal Year

The Company maintains its accounting records aftyativo week basis ending on the Sunday closest to 30n€he accompanying financ
statements present the results of operations &ofigbal years June 30, 1997 to June 28, 1998,1Jul996 to June 29, 1997 and July 3, 1995
to June 30, 1996.

(C) Basis of Presentation

The preparation of financial statements in accacdamith generally accepted accounting principlegires management to make estimates
and assumptions that affect the amounts reportdteicombined financial statements and accompamates. Actual results could differ
from those estimates.

The TAS Division's combined financial statementdide allocations of corporate expenses from ENTitieuding SG&A and interest.
Additionally, the TAS Division's combined financistiatements include allocations of cash, goodwitl debt. Management believes the
allocations have been made on a reasonable basdollowing describes the allocation methodologissd by management in the
preparation of the TAS Division's combined finahsi@tements:

SG&A, excluding depreciation and amortization, aHiecated to the TAS Division using an efforts-lshasethodology giving consideration
to headcount allocations and other information.

Depreciation and amortization associated with tkedf assets used by the TAS Division has beenattalcto it. Amortization associated with
goodwill has been allocated to the TAS Divisiondzhsen the proportional allocation of goodwill beemeENTEX's operating segments (see
below for goodwill allocation).

Entex's consolidated interest expense has beesatdhbto the TAS Division based on a net asset.réltie net asset ratio is based on the ¢
and liabilities that are specifically identifiabhdth or allocated to a particular segment of ENT&2Onsolidated operations.
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Cash was allocated between ENTEX's operating seigased on the relative allocation of floor-plarahcing indebtedness between these
segments. The nature of ENTEX's operations is thathavailable cash is used to pay down floor-filaancing indebtedness.

ENTEX made certain acquisitions of businessesititiided both product and service operations. hmegtion with these acquisitions,
ENTEX recorded goodwill, which was allocated betw&NTEX's operating segments based on revenuerasd grofit projections of each
respective business made at the acquisition date.

Acquisition indebtedness was allocated to the TA8sibn based on its proportional share of theltassets, including goodwill, associated
with the acquired entity. Certain mortgage indebess exclusively associated with the operatiorieef AS Division was identified as TAS
Division indebtedness. Floor-plan financing indelokess associated with ENTEX's operations was aédda the TAS Division based on the
assets and liabilities that are specifically idiaile with or allocated to a particular segmenENTEX's consolidated operations.

The accompanying unaudited condensed combineddimastatements have been prepared in accordanbeyemerally accepted accounting
principles for interim financial information and tithe instructions to Form 10-Q and Article 1(R&fgulation S-K. Accordingly, they do not
include all of the information and footnotes regdiby generally accepted accounting principlecfonplete financial statements. In the
opinion of management, all adjustments (consistiitgormal recurring accruals) considered necedsarg fair presentation have been
included. Interim results are not necessarily iatiie of results for a full year.

(D) Inventories

Inventory for resale is stated at the lower of @yaharket value. The TAS Division assesses theagpjateness of the inventory valuations
giving consideration to obsolete, slow moving onfsaleable inventory.

(E) Property, Plant and Equipment

Property, plant and equipment are stated at cestdecumulated depreciation. Depreciation expensal¢ulated using the straight-line
method over the estimated useful lives of the asSetch useful lives range from 25 years for bogdito three to seven years for furniture
and equipment. Leasehold and capital improvemeastamortized using the straight-line method overaktimated useful life of the property
of four years or over the term of the lease, whiends shorter.

The Company systematically reviews the recovetglili its long-lived assets by comparing their uoatized carrying value to their related
undiscounted future cash flows. Any impairmentharged to expense when such determination is made.

(F) Capitalized Software

As of June 30, 1997 the TAS Division adopted thavigions of SOP 98-1, "Accounting for the Cost€oimputer Software Developed or
Obtained for Internal Use." The SOP requires thaiain costs related to the development or purchbsgernal-use software be capitalized
and amortized over the estimated useful life ofsthiware. The SOP also requires that costs retatttke preliminary project stage and the
post- implementation/operations stage of an inteuea computer software development project be msge as incurred. The impact of
adopting SOP 98-1 did not have a significant impexcpreviously recorded amounts.

(G) Goodwill

Goodwill relates to the excess of cost over theassets of acquired businesses as allocated TAB@ivision, and is being amortized on a
straight-line basis from ten to 20 years.

The Company reviews the recoverability of goodiwilcomparing the unamortized balance to the relatgidipated undiscounted future c:
flows and measures any impairment based on thesexafehe unamortized balance over the preseneadltuture cash flows, discounted
using the Company's average cost of funds.

(H) Revenue Recognition
Revenue from the sale of computer equipment arnghemals is recognized at the time of shipmenh&dustomer.

In October 1997, the AICPA issued Statement oftRws{"SOP") 97-2, "Software Revenue Recognitiomhjch supersedes SOP 91-1. SOP
97-2, which the TAS Division adopted as of Junel®®7, generally requires revenue earned on saftar@angements involving multiple
elements, such as additional software products;agieg or enhancements, to be allocated to theusagiements of such sale based on
"vendor-specific objective evidence of fair valuedfocable to each such element. The TAS Divisienfsware sales primarily consist of
shrink wrap and volume license agreement softwalesssThe TAS Division recognizes software revenben all elements of the
arrangement are complete.



() Vendor Programs

The TAS Division receives volume incentives andateb (i.e. marketing development funds) from cenmaanufacturers related to sales of
certain products, which are recorded as a reducfi@ost of sales when related products are sdldeiQncentives may require specific
incremental action on the part of the Company ssctraining, advertising or other pre-approved radevelopment activities and are
recognized as an offset to the related costs wheneiquired action is performed.

(J) Risks & Uncertainties

The TAS Division's business is dependent in largasure upon its relationship with key vendors saeabstantial portion of the TAS
Division's revenue is derived from the sales ofiheducts of such key vendors. Changes in the digsanf the industry, including the man

in which vendors approach the marketplace, orghmination of, or a material changes to, the TAGddn's agreements with these vendors
would have a material adverse effect on the TASdin. In addition, a material decrease in thellefenarketing development programs
offered by manufacturers, or an insufficient oemaipted supply of vendors' product would also heweaterial adverse effect on the TAS
Division's business. In addition, the TAS Divis®asset based borrowings are exposed to marketuesko fluctuations in interest rates.

(K) Income Taxes

The Company uses the asset and liability methatobunting for income taxes. Under the asset adity method, deferred tax assets and
liabilities are recognized for the future tax capsences attributable to differences between ttanfiial statement carrying amounts of
existing assets and liabilities and their respectiix bases and operating loss and tax creditfoangrds. Deferred tax assets and liabilities
are measured using enacted tax rates expecteglpotagaxable income in the years in which thasegorary differences are expected to be
recovered or settled. The effect on deferred tartasand liabilities of a change in the tax radegtognized in income in the period that
includes the enactment date.

(L) Financial Instruments

The TAS Division's financial instruments, princilyatash, accounts receivable and accounts payatdesarried at cost, which approximates
fair value due to the shortrm maturity of these instruments. As amountstanting under the TAS Division's credit agreeméea@r interes
approximating current market rates, their carnangpunts approximate fair value.

(M) Stock-Based Compensation

The TAS Division accounts for its stock option fgan accordance with Accounting Principles Boardn@m No. 25, "Accounting For Stock
Issued To Employees.” No compensation expenseénglert stock compensation has been recognized98,198 or 1997 because the
options had an exercise price equal to or grehter the market value of the common stock on the dfsthe grant.

(N) New Accounting Pronouncements

In June 1998, the Financial Accounting Standardsr@dssued SFAS No. 133, "Accounting for Derivatinstruments and Hedging
Activities." SFAS No. 133 requires companies toograze all derivatives as assets or liabilities soead at their fair value. Gains and losses
resulting from changes in the values of those d¢ikies would be accounted for depending on theofitiee derivative and whether it qualifi
for hedge accounting. This statement is effectirdifcal years beginning after June 15, 2000 as®t on current events the TAS Division
does not believe the statement will have a sigaifiémpact on the financial statements.

On April 3, 1998, the Accounting Standards ExeautBommittee of the AICPA released SOP 98-5, "Répgpun the Costs of Start-Up
Activities." The SOP, which is effective for perteginning after December 15, 1998, requiresahtite beginning of the fiscal year of
adoption, the unamortized portion of deferred stprtosts should be written off and reported asaage in accounting principle. Future costs
of start-up activities should then be expensed@asried. This statement is not expected to havgréfisant impact on the financial
statements.

(2) Special Charges

In November 1998, the Company's Board of Direcauthorized management actions that resulted inethiganization of ENTEX's business
to create two operating units: the TAS Division @n8ervices Division, each functioning as a sepaspérating division within ENTEX
Information Services. The reorganization was ingghtb reduce costs and increase operational foctespond to new market dynamics.
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As a result, income for the nine months ended M2&HhL.999 includes a restructuring charge of $1#anj which the TAS Division recorde
during the second fiscal quarter ended Decembet@38. The restructuring charge includes $5 miltmcover costs related to involuntary
severance benefits in connection with a workfoemhuction affecting approximately 300 employeespfivhom had left the Company at
March 28, 1999. In addition, the restructuring deaincludes $7 million in connection with brancfic# consolidations, facilities reductions
and other costs. As of March 28, 1999, $6.3 miltidicosts had been charged against the reserve.

The remaining liability of $5.7 million at March 28999, primarily relates to future lease obligasionet of estimates of sublease income and
remaining severance payments, and is classifiedt@sied liabilities in the combined balance sheet.

In addition, results for the nine months ended M&8, 1999 include unusual items totaling $16 wmillin connection with the reorganizati
These unusual items consist of $10.7 million relatethe abandonment of implementation of the REmerprise Requirements Planning
System ("ERP") from SAP, $4 million, recorded astadf revenues, to expedite the liquidation of esdinished goods, and $1.3 million
primarily related to incentives to employees duting restructuring effort.

(3) Acquisitions

On September 19, 1995 the Company purchased @leajutstanding shares of Random Access, Inc. &arccess") for $21,970.
Random Access was a provider of information teabgylkolutions through the sale of microcomputerstachnical services to corporate :
institutional clients in the western United StafBlse Company issued a $20,000 four-year interesitiiig note payable to IBM Credit
Corporation to fund this purchase. The acquisitiaa been accounted for as a purchase, and thésresaperations of Random Access have
been included in the accompanying financial statémsince the date of acquisition. The excesseoftigregate purchase price over the fair
value of the net assets acquired was $28,317, whw#21,521 has been allocated to the TAS Division.

On July 12, 1996, the Company acquired all theedsand outstanding stock of FCP Technologies I'ffCR") for $7,216, including direct
acquisition costs. FCP was a systems integrat@cdbiasFrederick, Maryland specializing in netwamkeigration, migration and consulting
services. The acquisition has been accounted fampaschase, and the allocated results of opesatibRCP have been included in the
accompanying financial statements since the dadéedisition. The excess of the aggregate purghmase over the fair market value of the
net assets acquired was $14,077, of which $5,49®éan allocated to the TAS Division.

(4) Property, Plant and Equipment

Property, plant and equipment consist of the foilhay

June 28, June 29,
1998 1997
Land.......cccooeeeeinnnne $1,155 $1,155
Building and building
improvements.............. 6,204 6,204
Office and computer equipment
and related software....... 19,565 15,031
Allocated assets.............. 9,757 2,081
Accumulated depreciation and
amortization................. (10,321) (5,502)
$ 26,360 $ 18,969

(5) Debt

As indicated in Note 1, debt has been allocatatldol AS Division using three basic allocation metblogies, depending on the nature of the
indebtedness. None of the debt allocated to the D&&ion has been assumed by CompuCom in conmeutith the transaction described in
Note 1. Asset based financing consists of bothréstedbearing and n-interest bearing indebtedness. At June 28, 1968 ane 29, 1997,
approximately 76.4% and 80.3%, respectively, of@oepany's outstanding asset based financing indebss was interest bearing at rates
approximating prime plus 1/2%.

Other short-term debt and long-term debt includaliotation of acquisition indebtedness and a namggnote on the Erlanger, Kentucky
facility. The weighted average interest rate oreoghort-term and long- term debt was approximeaddo and 9.2% at June 28, 1998 and
June 29, 1997, respectively.

(6) Income Taxes



The provision for income taxes for the year endete 28, 1998, represented $351 of alternative minmirtax. The provision for income taxes
for the years ended June 29, 1997 and June 30, d&9@sented foreign taxes of $25 and $28, reispéct

For the year ended June 28, 1998, the provisiomémme taxes was offset by the utilization of aaperating loss carryforward. Realization
of the remaining deferred tax asset associatedtiwitimet operating loss carryforward is dependerihe likelihood of generating sufficient
taxable income prior to its expiration. In determithe need for a deferred tax asset valuatimwalhce, the Company considered the weight
of available evidence to determine whether it wasanlikely than not that the deferred tax assetslevbe utilized. Due to the uncertainty of
future results, it was concluded that realizatibdeferred tax assets was not "more likely thai and, accordingly, a valuation allowance to
reduce net deferred tax assets to zero was recorded

Deferred tax assets and liabilities have not bdlenaed to the TAS Division.
(7) Employee Benefit Plans

The Company has three stock options plans: the BA\H&dings 1996 Stock Option Plan (the "Holdinga®®) adopted February 1996, EIS
Stock Option Plan (the "EIS Plan") adopted July@l,3thd the Performance Incentive Plan (the "PIB8pged August 1996 (collectively, the
"Plans").

The Company has a Non-Employee Director Stock Rldapted August 1996, which provides for the ciegdibf stock units representing the
right to receive common stock at not less than 100%e fair market value at the time of the credit

In fiscal year 1996, certain managers and emploges&d common stock of the Company pursuant tor8esuPurchase and Stockholders'
Agreements ("Management Shares"), and share umissignt to the 1993 Employee Share Unit Plan ("&Plan Shares"). Effective June 28,
1996, as a result of an amendment to such plansmhip was vested in the management shares, costoainowas issued for share units,
and the Company recorded compensation expense8af&88, of which $14,548 was allocated to the TASi€)on. In addition, the Company
assumed the obligation for the tax withholding iesment for the SharePlan Shares of $2,000, of w#ic600 was allocated to the TAS
Division and was recorded as compensation exp&itseompensation expense was recognized in conmewitb the Management Shares or
SharePlan Shares for the years ended June 28 ah@9Bine 29, 1997.

Pro forma information regarding net income is reggiiby SFAS No. 123 "Accounting for Stock Based @ensation”, and has been
determined as if the Company had accounted fatdisk option plan under the fair value method at $tatement. Pro forma net income and
compensation expense for the TAS Division are Hevis:

June 28, June 29,
1998 1997
(In thou sands,
except per share data)
Net income (loss)........ As reported $15,730 $(749)
Pro forma 14,987 (1,325)
Compensation Expense..... Pro forma 743 576

For purposes of pro forma disclosures only, thereged fair value of the options is amortized tpexxse over the options' vesting period.
fair value for all options was estimated at theedstgrant using the Black- Scholes multiple optioodel with the following assumptions:
Risk-free interest rates of 5.08% to 6.22%, focdlsyear 1998 and 6.22% to 6.39% for fiscal ye&@71@xpected dividend yield of 0.0%; and
expected life of 3.0 to 8.8 years. The per shaiighted-average fair value of options granted wag B#luring fiscal year 1998 and $1.40
during fiscal 1997. Volatility was not a factoréalculating the fair value of options since the @amy's stock is not publicly traded.

The Company has a 401(k) Plan that covers all eyaplo effective the first day of the month followi@ days of employment and who are at
least 21 years of age. Employees may contributedsat 1% and 15% of compensation subject to thedtions imposed by law. The
Company will match up to 3% of the employee's blgicontribution. The amount charged to expens¢éh®matching contribution, as
allocated to the TAS Division, was $1,406 and $8,i5 the years ended June 28, 1998 and June 29, i&spectively. There was no
matching contribution for the year ended June 3061

(8) Leases

The Company routinely leases office buildings, pqént and automobiles. These leases expire atugadiates through July 2005. Certain
leases contain renewal provisions and generallyireghe Company to pay utilities, insurance, tasesl
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other operating expenses. None of these leas#é obligations thereunder, were assumed by Compu&oa part of the sale of the TAS
Division.

Expenses under operating leases, as allocated foAB Division, totaled $6,933, $6,311 and $4,9@8ie years ended June 28, 1998, June
29, 1997, and June 30, 1996, respectively.
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Item 7(b).
SAFEGUARD SCIENTIFICS, INC.

PRO FORMA COMBINED FINANCIAL STATEMENTS
(UNAUDITED)

On May 10, 1999, Safeguard's majority-owned subsjdiCompuCom, finalized an Asset Purchase Agreemitin ENTEX whereby
CompuCom acquired certain assets of ENTEX's Tedgyolcquisition Services Division ("TASD"). Undére terms of the Asset Purchase
Agreement, CompuCom purchased product inventorjaicefixed assets and ENTEX's Erlanger, Kentudisyridhution center for
approximately $137.2 million in cash. The unaudjped forma combined financial statements have Ipeepared from and should be read in
conjunction with the consolidated financial stataemseand notes thereto for Safeguard included iAntsual Report on Form 1R-for the yea
ended December 31, 1998, and the combined finasteitdments of ENTEX as of June 28, 1998 whichireleded in this Current Report on
Form 8-K.

The combining companies have different quarterlygals. ENTEX maintains its accounting records diftgtwo week basis ending on the
Sunday closest to June 30. Safeguard maintaiasdsunting records on a calendar basis, endingemember 31.

The pro forma combined balance sheet assumesthattjuisition took place on March 31, 1999 andlines Safeguard's unaudited March
31, 1999 consolidated balance sheet and ENTEX'Drév&udited March 28, 1999 combined balance sheet.

The pro forma combined statement of operationsmagshe acquisition took place as of the beginninth® periods presented. The combined
statement of operations for the three months eiiadh 31, 1999 combines Safeguard's unaudited csedeconsolidated statement of
operations for the three months ended 3/31/99 &MTEX's TASD unaudited combined statement of openatifor the three months ended
March 28, 1999. The combined statement of operstionthe year ended December 31, 1998 combineg8airfd's audited consolidated
statement of operations for the year ended DeceBher998 and ENTEX's TASD unaudited combined statd of operations for the year
ended December 27, 1998.

In management's opinion, the pro forma resultspefations are not indicative of the actual resihiéd would have occurred had the
acquisition been consummated at the beginningeopériods presented and is not intended to bejegbian of future results. Pro forma
adjustments that give effect to actions taken bpagament or other efficiencies expected to bezedlas a result of the transactions, are not
reflected in the following pro forma results of oggons. CompuCom has not completed the allocaifdhe purchase price for this
acquisition. Therefore, the amount of cost in egaddair value of tangible net assets purchasedtdee adjusted once the allocation is
finalized.

12



PRO FORMA COMBINED BALANCE SHEET
(in thousands)

See notes to unaudited pro forma combined finastiéments.
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(unaudited)
Safeguard
Scientifics, Inc. TASD Pro Forma
3/31/99 3/28/99 Adjus tments Combined
Assets
Current assets:
Cash and Cash Equivalents $ 13,808 $ 9,034 $ 9,034) (a) $ 13,808
Short-term investments 164,924 164,924
Receivables less allowances 235,879 255,746 ( 255,746) (a) 235,879
Inventories 132,398 111,593 (18,686) (a) 225,305
Vendor receivables 39,518 (39,518) (a)
Other 4,996 3,368 (3,368) (a) 4,996
Total current assets 552,005 419,259 ( 326,352) 644,912
Property and equipment, net 58,165 17,155 (4,655) (a) 70,665
Other Assets
Investments 327,856 327,856
Notes and other receivables 18,359 18,359
Excess of cost over net assets of
businesses acquired, net 80,279 27,677 4,151 (c) 112,107
Other current assets 9,444 4,585 (4,585) (a) 9,444
Total other assets 435,938 32,262 (434) 467,766
$1,046,108 $468,676 $ 331,441) $1,183,343
Liabilities and Shareholders' Equity
Current liabilities:
Current debt obligations $ 896 $130,444 ($1 30,444) @) $ 896
Accounts payable 165,340 282,256 2 82,256) (a) 165,340
Accrued liabilities 145,009 28,778 ( 28,778) (a) 145,009
Total current liabilities 311,245 441,478 ( 441,478) 311,245
Long-Term debt 106,175 102,276 34,959 (b) 243,410
Deferred Taxes 5,619 5,619
Minority Interest 96,883 96,883
Other Long-Term Liabilities 78,056 78,056
Convertible Subordinated Notes 71,345 71,345
Shareholders' Equity:
Common stock 3,280 3,280
Additional paid-in capital 69,909 69,909
Retained earnings 285,742 (75,078) 75,078 (a) 285,742
Accumulated other comprehensive income 29,469 29,469
Treasury stock, at cost (11,615) (11,615)
Total shareholders' equity 376,785 (75,078) 75,078 376,785
Total Liabilities and Shareholder's Equity $1,046,108 $468,676 ($ 331,441) $1,183,343




PRO FORMA COMBINED STATEMENT OF OPERATIONS

(in thousands)

(unaudited)

Safeguard

Scientifics, Inc.

TASD

Three Months Three Months Pro Forma
Ended 3/31/99  Ended 3/28/99 Adjus tments Combined
Revenue:
Net Sales
Product $ 425,467 432,240 $ 857,707
Service 74,418 74,418
Total Net Sales 499,885 432,240 0 932,125
Securities and other gains, net 51,659 51,659
Other income 3,751 3,751
Total revenue 555,295 432,240 987,535
Costs and Expenses
Costs of sales - product 388,312 398,185 786,497
Costs of sales - service 47,991 47,991
Operating expenses 69,590 28,265 (63)(d) 97,792
Interest and financing 7,732 7,865 (5,463)(e) 10,134
Equity in losses of affiliates 6,470 s
Total costs and expenses 520,095 434,315 (5,526) 948,884
Earnings Before Minority Interest and Taxes on Inco me 35,200 (2,075) 5,526 38,651
Minority Interest 1,951 (1,708)(9) 243
Earnings before income taxes 37,151 (2,075) 3,818 38,894
Provision for taxes on income 13,003 7 603(f) 13,613
Net Earnings $ 24,148 ($ 2,082) $ 3215 $ 25,281
Earnings per common share:
Basic $.76 $ .80
Diluted $.71 $ 74
Average common shares outstanding:
Basic 31,751 31,751
Diluted 34,852 34,852

See notes to unaudited pro forma combined finastééments
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PRO FOR

Revenues
Net Sales
Product
Service

Total Net Sales
Securities and other gains, net
Other income

Total revenue

Costs and Expenses
Costs of sales - product
Costs of sales - service
Operating expenses
Interest and financing
Equity in losses of affiliates
Restructuring

Total costs and expenses

Earnings Before Minority Interest and Taxes on Inco

Minority Interest

Earnings before income taxes

Provision for taxes on income

Net Earnings

Earnings per common share:
Basic
Diluted

Average common shares outstanding:
Basic
Diluted

See notes to unaudited pro forma combined financial

MA COMBINED STATEMENT OF OPERATIONS
(In thousands)

(Unaudited)

Safeguard

Scientifics

12 Months
Ended 12/31/98

TASD
12 Months

Ended 12/27/98

$1,994,965 1,913,590
280,178
2,275,143 1,913,590
193,665
14,691
2,483,499 1,913,590
1,787,370 1,737,639
185,561
290,734 198,853
29,720 27,282
2,083
16,437
2,311,905 1,963,774
me 171,594 (50,184)
(47)

171,547 (50,184)
61,424 357
$ 110123  ($ 50,541)

$3.46
$3.22
31,833
34,914
statements
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Pro Forma

stments Combined

$3,908,555
280,178

0 4,188,733
193,665
14,691

3,525,009
185,561
(254)(d) 489,333
(17,676)(e) 39,326
2,083

17,930 139,340
15,868(g) 15,821
33,798 155,161

(6,233)(f) 55,548

$ 40,031 $ 99,613

$3.13
$2.92

31,833
34,914



Safeguard Scientifics, Inc.
NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL STA TEMENTS

The following adjustments give pro forma effecthie transaction:

(a) Adjustments to reflect both TASD assets notuigeg and TASD liabilities not assumed by CompuGanpart of the acquisition.
CompuCom purchased inventory, selected fixed gsamtsthe Erlanger, Kentucky distribution centenfrTASD for approximately $137.2
million in cash.

(b) Adjustment to reflect the net addition to loregm debt as a result of the incurrence of appraiéy $137.2 million in debt to finance the
purchase price of the acquisition offset by the ami@f long-term debt reflected on TASD combinethbae sheet as of March 28, 1999.
CompuCom assumed no TASD debt as a part of thasitio.

(c) Adjustment to reflect the net addition to cioséxcess of fair value of tangible net assetspased, resulting from a preliminary allocation
of the purchase price.

(d) Adjustment to reflect amortization of the csexcess of fair value of tangible net assets imeduy CompuCom as part of the acquisi
over an estimated life of 20 years.

(e) Adjustment to reflect the increase in finanoaxpense resulting from the incurrence of debirtarfce the purchase price of the acquisi
The interest rate on this debt of approximately723nillion is assumed to be 7 percent. A changt/®fpercent in the interest rate would
result in a change in interest expense and netrieaaf $171,000 and $103,000 before and after tagepectively.

(f) Adjustment to reflect Safeguard' effective take of 35% and 36% on the pro forma combined egsbefore income taxes for the three
months ended March 31, 1999 and the year endedhiere31, 1998, respectively.

(9) Adjustment to reflect Safeguard's share ofpiteeforma earnings or losses of TASD.

Item 7(c) Exhibits.

23.1 Consent of KPMG LLP, with respect to the camekli financial statements of ENTEX Information Seeg, Inc.-Technology Acquisition
Services Division.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

Safeguard Scientifics, Inc.
(Registrant)

Date: July 26, 1999 By: /s/ Mchael W Mles

M chael W Mles, Senior Vice
Presi dent Finance and Chi ef
Fi nancial O ficer
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EXHIBIT 23.1

Independent Auditors' Consent

The Board of Directors
Entex Information Services, Inc.:

We consent to the inclusion of our report dated May1999, with respect to the combined balancetsha Entex Information Services, Inc.

- Technology Acquisition Services Division as ohd28, 1998 and June 29, 1997 and the related cechistatements of operations and cash
flows for each of the years in the three-year gkdonded June 28, 1998, which report appears iRdha 8-K of Safeguard Scientifics, Inc.
dated July 26, 1999.

/'Sl KPMG LLP

Stanford, Connecticut

July 26, 1999

End of Filing
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