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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

26. PURCHASE OF SUBSIDIARY UNDERTAKINGS

RTMC Inc. Vektronics Total
Book value Adjustments Fair value Fair value
£ £ £ £ £
Net assets acquired
Goodwill - - - 64,347 64,347
Other intangible fixed assets 162,524 (162,524) - - -
Tangible fixed assets 70,324 130,767 201,091 27,346 228,437
Stocks 264,852 - 264,852 114,435 379,287
Debtors 261,876 - 261,876 - 261,876
Creditors (356,621) - (356,621) - (356,621)
Bank overdrafts (67,467) - (67,467) - (67,467)
335,488 (31,757) 303,731 206,128 509,859
Goodwill 2,297,733 - 2,297,733
2,601,464 206,128 2,807,592
Satisfied by
Acquisition costs 85,571 - 85,571
Cash 1,828,797 206,128 2,034,925
Deferred consideration
Cash 343,548 - 343,548
Shares to be issued 343,548 - 343,548

2,601,464 206,128 2,807,592

The adjustment to intangible fixed assets relates to alignment of accounting policies and the adjustment to fixed
assets relates to revaluation. The Vektronics assets were acquired at fair value.
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

24.

25.

ADDITIONAL INFORMATION ON SUBSIDIARY UNDERTAKINGS

Proportion

Country of of ordinary

incorporation/ shares and

registration and voting

operation Activity rights held

%

Spectrum Interconnect Inc. USA Sales and servicing 100

RtMc Inc USA Laser wire stripping products 100
Spectrum Technologies Profit

Sharing Trustees Limited England and Wales Dormant 100

The group has established, through Spectrum Technologies Profit Sharing Trustees Limited, an approved
profit sharing scheme for the benefit of its employees.

FINANCIAL INSTRUMENTS

The group does not trade in financial instruments. Group cash flows are affected by currency
fluctuations, primarily in respect of sales denominated in US dollars. At 31 December 2001 outstanding
US dollar trade debtors amounted to £841,466 (2000 - £1,095,349).

Forward exchange contracts are entered into with the group’s bankers in order to fix exchange risks
associated with the US dollar sales. At 31 December 2001 there were forward exchange contracts of
US$2,500,000 maturing during 2002 at rates in the range of 1.4395 $/£ to 1.4563 $/£.

There were no material gains or losses on exchange brought forward, recognised in the year or carried
forward at the year end.

The group had no financial liabilities other than the bank overdraft disclosed in note 13 and which is set
off against the bank balances as shown in note 23.
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

United Kingdom company law requires the directors to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the company and the group as at the end
of the financial year and of the profit or loss of the group for that period. In preparing those financial
statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

= make judgements and estimates that are reasonable and prudent;

state whether applicable accounting standards have been followed; and

= prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and the group and enable them to ensure that
the financial statements comply with the Companies Act 1985. They are also responsible for the system
of internal control, for safeguarding the assets of the company and the group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.



NOTES TO THE ACCOUNTS
Year ended 31 December 2001

13. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

The Group

2001 2000

£ £

Bank overdraft 101,156 164,651
Trade creditors 338,577 365,098
Other creditors including taxation and social security 695,987 584,974
Corporation tax 329,769 240,750
Accruals and deferred income 605,323 655,732

Deferred consideration 343,548 -

The Company
2001 2000
£ £

101,156 164,651
338,577 365,098
592,139 570,190
329,769 240,750
561,687 621,329
343,548 -

2,414,360 2,011,205

2,266,876 1,962,018

14. CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR

The Group

2001 2000

£ £

Deferred government grant 60,480 68,040

The Company
2001 2000
£ £

60,480 68,040

15. PROVISIONS FOR LIABILITIES AND CHARGES

THE GROUP AND THE COMPANY

Deferred taxation £
At 1 January 2001 -
Charge for year 16,726
At 31 December 2001 16,726
The amounts of deferred taxation provided and unprovided in the accounts are:
Provided Unprovided
2001 2000 2001 2000
£ £ £ £
Capital allowance in excess of depreciation
47,401 6,690 -
Other (30,675) (6,690) - (4,756)
16,726 - - (4,756)
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

10.

11.

12.

INVESTMENTS IN SUBSIDIARIES

Cost
At 1 January 2001
Additions in the year

At 31 December 2001
Provisions

At 1 January 2001
Charge

At 31 December 2001

Net book value
At 31 December 2001

At 31 December 2000

Additions in the year relate to the acquisition of RtMc Inc.

All of the above investments are unlisted.

STOCKS

Raw materials and consumables
Work-in-progress and finished goods

DEBTORS

Trade debtors

Other debtors

Prepayments and accrued income
Amounts due from subsidiary

£
597
2,601,464

2,602,061
641,846
641,846

1,960,215

597

For details of subsidiaries see note 24.

The Group The Company

2001 2000 2001 2000

£ £ £ £
310,405 222,105 231,194 222,105
941,363 953,693 833,940 953,693
1,251,768 1,175,798 1,065,134 1,175,798
The Group The Company

2001 2000 2001 2000

£ £ £ £
1,325,087 2,480,823 1,234,074 2,480,823
599 - - -
45,327 107,080 42,170 103,923

- - 588,205 3,867
1,371,013 2,587,903 1,864,449 2,588,613
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INDEPENDENT AUDITORS’ REPORT TO THE
MEMBERS OF SPECTRUM TECHNOLOGIES PLC

We have audited the financial statements of Spectrum Technologies PLC for the year ended 31 December
2001 which comprise the consolidated profit and loss account, the balance sheets, the consolidated cash
flow statement and the related notes 1 to 26. These financial statements have been prepared under the
accounting policies set out therein.

Respective responsibilities of directors and auditors

As described in the statement of directors’ responsibilities, the company’s directors are responsible for the
preparation of the financial statements in accordance with applicable United Kingdom law and accounting
standards. Our responsibility is to audit the financial statements in accordance with relevant United
Kingdom legal and regulatory requirements and auditing standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the
directors’ report is not consistent with the financial statements, if the company has not kept proper
accounting records, if we have not received all the information and explanations we require for our audit or
if information specified by law regarding directors’ remuneration and transactions with the company and
the group is not disclosed.

We read the directors’ report for the above year and consider the implications for our report if we become
aware of any apparent misstatements or material inconsistencies with the financial statements.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements and of whether the
accounting policies are appropriate to the company’s and group’s circumstances, consistently applied and
adequately disclosed.

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

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the company and
the group as at 31 December 2001 and of the loss of the group for the year then ended and have been
properly prepared in accordance with the Companies Act 1985.

Deloitte & Touche
Chartered Accountants and Registered Auditors

24 May 2002



CONSOLIDATED PROFIT AND LOSS ACCOUNT
Year ended 31 December 2001

Note

TURNOVER 2
Acquisitions

Total turnover
Cost of sales

Gross profit
Distribution costs
Administration costs
Goodwill amortisation

Goodwill impairment
Other

OPERATING (LOSS)/PROFIT 4
Acquisitions

Total operating (loss)/profit
Interest receivable and similar income 5

Interest payable and similar charges 6

(LOSS)/PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION

Tax on (loss)/profit on ordinary activities 7

RETAINED (LOSS)/PROFIT FOR THE YEAR 18

All activities are continuing.

2001 2001

£ £
6,301,431
874,344

7,175,775

(5,001,413)

2,174,362

(477,025)
125,611
641,846
1,723,759

——  (2,491,216)
352,357
(1,146,236)

(793,879)

18,002

(60,614)

836,491

(105,700)

(942,191)

2000 2000
£ £

6,440,638

6,440,638
(4,030,542)

2,410,096

(298,370)

1,426,842

(1,426,842)
684,884

684,884

62,566

747,450
(245,139)

502,311

There are no recognised gains or losses for the current and prior year other than as stated above.



NOTES TO THE ACCOUNTS
Year ended 31 December 2001

9. TANGIBLE FIXED ASSETS

THE GROUP Plant,
Leasehold machinery Fixtures Office
buildings & Tooling & Fittings equipment Total
£ £ £ £ £
Cost
At 1 January 2001 430,843 192,884 23,743 50,758 698,228
Acquired with subsidiary - 228,437 - - 228,437
Additions 11,731 16,566 7,437 55,715 91,449
At 31 December 2001 442,574 437,887 31,180 106,473 1,018,114
Accumulated depreciation
At 1 January 2001 18,013 123,613 7,212 30,145 178,983
Charge for the year 37,785 63,328 2,729 13,111 116,953
At 31 December 2001 55,798 186,941 9,941 43,256 295,936
Net book value
At 31 December 2001 386,776 250,946 21,239 63,217 722,178
At 31 December 2000 412,830 69,271 16,531 20,613 519,245
THE COMPANY Plant,
Leasehold machinery Fixtures Office
buildings & Tooling & Fittings equipment Total
£ £ £ £ £

Cost
At 1 January 2001 430,843 192,884 23,743 34,756 682,226
Additions 11,731 16,566 1,871 36,393 66,561
At 31 December 2001 442,574 209,450 25,614 71,149 748,787
Accumulated depreciation
At 1 January 2001 18,013 123,613 7,212 23,212 172,050
Charge for the year 37,785 28,607 1,894 7,012 75,298
At 31 December 2001 55,798 152,220 9,106 30,224 247,348
Net book value
At 31 December 2001 386,776 57,230 16,508 40,925 501,439
At 31 December 2000 412,830 69,271 16,531 11,544 510,176
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

7.

TAX ON (LOSS)/PROFIT ON ORDINARY ACTIVITIES

2001 2000

£ £

United Kingdom corporation tax at 30% 88,974 245,139
Deferred taxation 16,726 -
105,700 245,139

A tax charge arises in the year as US losses are not available for offset against UK taxable profits.

INTANGIBLE FIXED ASSETS
THE GROUP

Cost

Additions

At 31 December 2001
Amortisation

Charge for the year
Impairment in the year

At 31 December 2001

Net book value
At 31 December 2001

16

Goodwill
£

2,362,080

2,362,080

125,611

641,846

767,457

1,594,623



CONSOLIDATED BALANCE SHEET
Year ended 31 December 2001

Note 2001 2000
£ £

FIXED ASSETS
Intangible assets 8 1,594,623 -
Tangible assets 9 722,178 519,245

2,316,801 519,245

CURRENT ASSETS
Stocks 11 1,251,768 1,175,798
Debtors 12 1,371,013 2,587,903
Cash at bank and in hand 149,623 992,581
2,772,404 4,756,282
CREDITORS: amounts falling due within one year 13 (2,414,360) (2,011,205)
NET CURRENT ASSETS 358,044 2,745,077
TOTAL ASSETS LESS CURRENT LIABILITIES 2,674,845 3,264,322
CREDITORS: amounts falling due after one year 14 (60,480) (68,040)
PROVISIONS FOR LIABILITIES AND CHARGES 15 (16,726) -
NET ASSETS 2,597,639 3,196,282

CAPITAL AND RESERVES

Called up share capital 16 705,273 705,273
Shares to be issued 18 343,548 -
Profit and loss account 18 1,548,818 2,491,009
TOTAL EQUITY SHAREHOLDERS’ FUNDS 19 2,597,639 3,196,282

These financial statements were approved by the Board of Directors on 24 May 2002.
Signed on behalf of the Board of Directors

= oo
= O

Dr P H Dickinson
Director



COMPANY BALANCE SHEET
31 December 2001

Note
FIXED ASSETS
Tangible assets 9
Investments 10
CURRENT ASSETS
Stocks 11
Debtors 12

Cash at bank and in hand

CREDITORS: amounts falling due within one year 13
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts falling due after one year 14
PROVISIONS FOR LIABILITIES AND CHARGES 15

NET ASSETS

CAPITAL AND RESERVES

Called up share capital 16
Shares to be issued 18
Profit and loss account 18

TOTAL EQUITY SHAREHOLDERS’ FUNDS

2001 2000

£ £
501,439 510,176
1,960,215 597
2,461,654 510,773
1,065,134 1,175,798
1,864,449 2,588,613
64,349 956,417
2,993,932 4,720,828
(2,266,876) (1,962,018)
727,056 2,758,810
3,188,710 3,269,583
(60,480) (68,040)
(16,726) -
3,111,504 3,201,543
705,273 705,273
343,548 -
2,062,683 2,496,270
3,111,504 3,201,543

These financial statements were approved by the Board of Directors on 24 May 2002.

Signed on behalf of the Board of Directors

=i
& O

Dr P H Dickinson
Director
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

4. OPERATING (LOSS)/PROFIT

2001 2000
£ £
Operating (loss)/profit is after charging:
Depreciation - owned assets 116,953 65,700
Rentals under operating leases
Land and buildings 101,443 97,619
Other operating leases 41,918 30,244
Loss on disposal of fixed assets - 25,346
Auditors’ remuneration 9,750 9,750
Amortisation of goodwill 125,611 -
Impairment of goodwill 641,846 -
Royalties — included under cost of sales 200,000 200,000
Research and development - included under administration expenses 213,856 246,262
And after crediting:
Grants received 7,560 17,500
5. INTEREST RECEIVABLE AND SIMILAR INCOME
2001 2000
£ £
Interest receivable 18,002 62,566
6. INTEREST PAYABLE AND SIMILAR CHARGES
2001 2000
£ £
Bank interest 39,795 -
Other interest 20,819 -
60,614 -
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

3.

INFORMATION REGARDING DIRECTORS AND EMPLOYEES

Directors’ emoluments
Other emoluments
Pension contributions

Highest paid director
Other emoluments
Pension contributions

Directors who are members of the defined contribution pension scheme

Average number of persons employed
Production

Sales and administration

Administration

Staff costs during the year (including directors)
Wages and salaries

Social security costs

Profit related pay and bonus

Pension costs

14

2001 2000

£ £
260,839 238,511
22,199 6,081
283,038 244,592
2001 2000

£ £
71,620 63,072
12,621 2,424
84,241 65,496
No. No.

3 3

No. No.

47 36

9 7

14 8

70 51

2001 2000

£ £
1,771,184 1,216,383
172,080 133,422
91,432 77,131
45,964 21,625
2,080,660 1,448,561




CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2001

Note 2001 2000
£ £
Net cash inflow/(outflow) from operating activities 22 1,521,742 (373,645)

Returns on investments and servicing of finance

Interest paid (39,795) -
Interest received 18,002 62,566
(21,793) 62,566
Taxation - (143,818)
Acquisitions
Purchase of businesses 26 (2,120,496) -
Net cash overdrafts acquired with subsidiary 26 (67,467) -
(2,187,963) -
Capital expenditure and financial investment
Payments to acquire tangible fixed assets (91,449) (458,707)
Decrease in cash 23 (779,463) (913,604)
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

1. ACCOUNTING POLICIES
The financial statements are prepared in accordance with applicable accounting standards. The particular
accounting policies adopted are described below.

Accounting convention
The financial statements are prepared under the historical cost convention.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the company and its
subsidiaries.

Tangible fixed assets
Depreciation is provided on cost in equal annual instalments over the estimated useful lives of the assets.
The rates of depreciation are as follows:

Office equipment 20% per annum
Plant, machinery and tooling Between 10% and 20% per annum
Fixtures and fittings 10% per annum
Leasehold buildings 10% per annum

A half year’s depreciation is charged in the year of purchase.

Investments
Investments held as fixed assets are stated at cost less provision for impairment.

Stocks

Stocks and work-in-progress are stated at the lower of cost and net realisable value. Cost includes
materials, direct labour and production overheads appropriate to the relevant stage of production. Net
realisable value is based on estimated selling price less all further costs to completion and all relevant
marketing, selling and distribution costs.

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated using the rate
of exchange ruling at the balance sheet date and the gains or losses on translation are included in the profit
and loss account.

The financial statements of foreign subsidiaries are translated into sterling at the closing rates of exchange
and the differences arising from the translation of the opening net investment in subsidiaries at the closing
rate are taken directly to reserves.

Research and development
Research and development expenditure is charged to the profit and loss account as incurred.

Pensions
The company operates a defined contribution pension scheme. The pension cost charge represents the
contributions payable under the rules of the scheme.

Government grants
Revenue related government grants are credited to the profit and loss account on a receivable basis.
Capital grants are treated as deferred income and amortised over the lives of the related assets.

Operating leases
Rentals are charged to profit and loss in equal annual amounts over the lease term.
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NOTES TO THE ACCOUNTS
Year ended 31 December 2001

1. ACCOUNTING POLICIES (continued)

Deferred taxation

Deferred taxation is provided at the anticipated tax rates on timing differences arising from the inclusion of
items of income and expenditure in taxation computations in periods different from those in which they are
included in the financial statements to the extent that it is probable that a liability or asset will crystallise in
the future.

Financial instruments

The only derivative instruments utilised by the group are forward exchange contracts. The group does not
enter into speculative derivative contracts. Forward contracts are used for hedging purposes to alter the
risk profile of an existing underlying exposure of the group in line with the group’s risk management
policies.

Acquisitions
On the acquisition of a business, fair values are attributed to the group’s share of net tangible assets.

Where the cost of acquisition exceeds the values attributable to such net assets, the difference is treated as
purchased goodwill and is written off over its estimated economic life.

Intangible fixed assets
Goodwill on consolidation is amortised over a period of 15 years.

Purchased goodwill is capitalised and amortised over a period of three years.

2. TURNOVER
Turnover represents amounts derived from the provision of goods and services during the year.

The analysis of turnover by geographical area is as follows:

2001 2000

£ £

United Kingdom 1,175,627 592,228
Europe 1,443,424 1,923,759
North America 3,598,036 3,232,370
Far East 728,571 254,866
Australia 33,489 129,132
Africa 4,778 8,332
South America 191,850 299,951

7,175,775 6,440,638
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