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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Conditional dealings commence™ . ......................... .. ..., 8.00 a.m. on 20 July 2004
Admission and commencement of unconditional dealings ........... 8.00 a.m. on 23 July 2004
Crediting of Ordinary Shares to CREST accounts ............... ... ... ... .. ..., 23 July 2004

Where applicable, definitive share certificates available for despatch
4 1 2 T 23 July 2004

Each of the times and dates in the above timetable is subject to change without further notice. All times
are Londan times.

(1) If Admission does nat accur, ali conditional dealings will be of no effect and any such dealings will be at the sole risk of the
parties concerned.

OFFER STATISTICS

L0 =l o 7= 155p
Number of Ordinary Shares being offered . .. ........ .. ... . ... 49,301,164
Number of Existing Shares being offered™ ... ... . ... ... .. .. ... . ... ..... 30,339,551
Number of New Shares being offered® .. ... ... . .. .. .. .. 18,961,613
Number of Crdinary Shares in issue following the Offer. ......... ... .. ... .. 55,916,451
Market capitalisation atthe Offer Price .. ... .. ... £86.67 million
Estimated net proceeds of the Offer receivable by the Selling Shareholders® ... ... £45.38 milkion
Estimated net proceeds of the Offer receivable by the Company™ . ... .. ... ........ E25.56 million

(1) In addition and conditionat on Admission, 3i has agreed {o sell 32,256, 18,352 and 64,515 Existing Shares with a total value
at the Offer Price of approximately £50,000, £30,000 and £110,000 respaciively to George Kennedy, Anthony Reading and
the trustees of the Godden Associates Pension Fund respectively. These sales are not part of the Offer. The Godden
Associates Pension Fund is the self-administered pension fund of Godden Assosiates Limited, the sole beneficiaries of which
are lan Godden and his wifs,

(2) Comprising 18,820,351 Ordinary Shares being offerad pursuant to the Instittional Offer and 141,262 Grdinary Shares being
offered pursuant to the Employee Offer.

{3) The estimated net proceeds receivable by the Sefling Shareholders are stated after deduction of undenwriting eommissions
and estimated other fees and expenses of the Offer of approximately £0.65 million.

4} The estimated net proceeds receivable by the Company are siated after deduction of the underwriting commissions and
estimated other fees and expenses of the Offer of approximately £3 .83 million. The Company will not receive any of the net
proceeds from the sale of the Existing Shares by the Seling Sharehalders in the Offer,




Key Information

The foffowing information does not purport o be complete and is derived from, and is qualified in its
entirety by, and should be read in conjunction with, more detailed information appearing elsewhere in
this document. Unless otherwise stated, the financial information contained in pages 1 and 2 has been
exiracted without material adjustment from the accountants’ report set out in Part VI of this document.
See Part IV of this document entifled “Risk Factors’ for a discussion of certain factors which
should be taken into account when considering whether to purchase Ordinary Shares. Investors
should read the whole of this document and not just rely on the key or summarised information.

Introduction

e2v is a leading developer and manufacturer of high-technology electronic comporenis and sub-
systems, which it supplies into niche markets within the medical and science, the aerospace and
defence and the commercial and industrial sectors,

The Group is headquartered in Chelmsford and employs approximately 1,300 staff. e2v operates two
production facilities in the United Kingdom, in Chelmsford and Lincoln, and distributes its products to
customers directly from the United Kingdom sither through its own sales subsidiaries in North America,
France and Germany or through a network of independent distributors. In FY2004, 69.0 per cent. of the
Group's products were exported from the United Kingdom to over 50 countries worldwide.

The Group’s business originally derived from technology developed during the Second World War for
use in radar systems. The General Electric Company plc (fatterly Marconi Corporation plc) owned the
e2v business for over 30 years until it was acquired in a management buy-out in July 2002 backed by 3i.

e2v has two product groups: electronic tubes and sensors. These are supplied as components or sub-
systems into a diverse range of applications and customers and they typically constitute the enabling
technology which is key to the performance of those customers' products,

The Group had sales of £97.6 million in FY2004 and, in the same pericd it made an operating profit of
£9.9 million.

Key Strengths
The key strengths of e2v include:

* Entrepreneurial and experienced management team

» Leading positions in selected niche markets

* High barriers to entry

* Balanced product portfolio

* Broad and stable customer base

* Proven ability to identify and commercialise new opportunities
+ Stable and balanced workforce

* Stirong and stable cash flow generation




Group Strategy

The Group's strategy is to develop technological advantages in niche markets within the medical and
science, the aerospace and defence and the commercial and industrial sectors, with several of its
products being market leaders in their respactive fields. €2v intends to maintain and build upon its key
strengths through:

«  Actively focusing on high growth and/or high margin products
* Targeting operational improvements and cost savings

*  Accelerating growth through a focused acquisition programme
+ Extending its scope of supply

Current Trading and Prospects

The Directors view the outlook and prospects of the Group for at least the current finangial year with
confidence. The Group continues fo experignce encouraging levels of demand, particularly for its
sensor products, and its electronic tubes for applications in the medical and science sector. The
Group's total order book of £83.3 million as at 31 May 2004 was £11.6 million or 16.1 per cent. higher
than at 31 May 2003 at reported rates of exchange. On a like for like exchange rate, the order book was
£15.0 million or 21.0 per cent higher at 31 May 2004 as compared with 31 May 2003. Sales to date and
orders for delivery in FY2005 are £67.6 million compared with £59.8 million at the same stage in
FY2004. The Directors are encouraged by the healthy state of the order book but are mindful that it
reflects only two months of the current financial year and that it includes some repeat orders which have
been received earlier than in previous years.

The Offer

The institutional Offer comprises the issue by the Company of 18,820,351 Ordinary Shares and the sale
by the Selling Shareholders of 30,339,551 Ordinary Shares, together representing 87.92 per cent. of the
enlarged issued Ordinary Share capital of the Gompany. In addition, 141,262 New Shares were made
available, at the Offer Price, for subscription by Eligible Employees under the Employee Offer.

Amount and Use of Proceeds

The gross proceeds that the Company will receive from the issue of Qrdinary Shares pursuant {o the
Offer are £29.38 million. After deducting underwriting commissions and estimated other fees and
expenses of the Offer, the Company expects to receive net proceeds of £25.56 million. The net
proceeds will be used to pay down existing debt, which will provide further borrowing capacity for the
Group to fund its organic growth and acquisition growth strategy.

The gross proceeds that the Seliing Shareholders wilt receive from the sale of Ordinary Shares
pursuant to the Offer are £47.03 million. After deducting commissions and estirnated other fees and
expenses incurred in connection with the Offer, the Selling Shareholders expect to receive
£46.38 million.

Dividend Policy

Following Admission, the Directors intend to pay dividends. The Directors intend to adopt a progressive
dividend policy, recognising the cash generative nature of the Group’s operating businesses, but also
the opportunities 1o invest in growth (either organic ar through acquisition), with dividends for FY2005 to
be initially covered by underlying post tax earnings approximately two times.

The Directors intend that the Company will pay an interim dividend and a final dividend to be declared at
the time of the respective interim and preliminary results in the approximate proportions of one-third and
two-thirds, respectively, of the total annual dividend. The first dividend to be paid by the Company is
intended to be the inlerim dividend in respect of FY2005, to be announced with the interim resulls in
December. This interim dividend will reflect the proportion of the six month period to 30 September
2004 that the Company has been listed.




PART i

Information on the Group

Unfess otherwise stated, financial information contained in this Part | has been extracted without
material adjustment from the accountants’ report set out in Part VI of this document. Investors should
read the whole of this document and not just rely on the key or summarised information.

Introduction

e2v is a leading developer and manufacturer of electronic tube and sensor components and sub-
systems, which it supplies to niche markets within the medical and science, the aerospace and defence
and the commercial and industrial sectors.

The Group is headquartered in the United Kingdom and employs approximately 1,300 staff. e2v
operates two production facilities in the United Kingdom, in Chelmsford and Lincoln, and distributes its
products to customers directly from the United Kingdom, either through its own sales subsidiaries in
North America, France and Germany or through a network of independent distributors.

History

e2v TL was incorporated in 1947 as the English Electric Valve Company Limited, a supplier of the key
RF sources which had originally been developed for use in radar systems to detect airborne attacks on
Britain during the Second World War, In 1968, The General Electric Company pic ("GEC") acquired e2v
TL and in 1999 (following GEC’s disposal of its defence assets and rebranding as Marconi) it changed
its name to Marconi Applied Technologies Limited. In July 2002, eZ2v TL was sold by Marconi in a
Management Buy Out backed by 3i and renamed e2v Technologies Limited. On 29 June 2004, it was
renamed e2v technologies (uk) Limited and the holding company of the Group, €2v Holdings Limited
was re-registered as e2v technologies plc.

Overview

e2v classifies its products into two groups: electronic tubes and sensors. These are supplied as
components or sub-systems for integration into customers’ products and typicaily constitute the
enabling technology which is key to the performance of those customers’ products.

The following tabie sets out examples of the applications of certain of the Group's products by sectors
and applications together with sales figures for FY2004;

Praduct Groups
Sensors £43m | Electronic Tubes £54m
Image sensor CCDs and sameras | Magnetrons 58
Solid state microwave components | Thyratrons 0wk
Thermal imaging cameras Klystrons & 10Ts %.‘6’
Gas sensars TWTs £3
Modulators g 3
Satcom amplifiers i g

Dental X-ray
Life sciences

£12m

Radiotherapy cancer treatments
Microwave medical therapy
High-energy physics

£16m

Medical and Science
£28m

Military surveillance, targeting
and guidance
Space based imaging and

Radar
ECM
Electronic wartare

Aerospace & Defence
£31m

Industrial safety
Automotive radars and alarms
Cameras used by fire fighters

£14m

Satellite communications
Marine radar
Food/Industrial processing

£24m

astronomy Satellite communications
Radar and electronic warfare
£17m £14m
Marine radars TV broadcast Commercial & Industrial

£38m

Sectors And
Example Applications




Key Strengths

e2v believes that its key strengths include tha following:

*  Entrepreneurial and experienced management team

The current management feam represents a blend of experienced e2v executives and recent
appointments with relevant external experience and has, on average, over 20 years’ professional
experience.

« leading positions in selected niche markets

The Group has established itself as a major supplier to leading OEMs in the commercial and
industrial, the aerospace and defence and the medical and science sectors. The Group's products
are typicalfly the enabling components that are closely integrafed info customers’ products which
often few suppliers can deliver. The Group has supplied its products over many years to leading
OEMs in each of the markets within which it operates including Varian, Harris, Elekta, BAE
SYSTEMS and Siemens.

«  High harriers to eniry

The Group's well-established production operations together with its strong intellectual property in
proprietary processes and technical know-how would be difficult and costly for competitors to
replicate, thus providing high barriers fo entry for new competitors,

*  Balanced product porifolio

The Group is not over-reliant on any one of its products for a significant proportion of its turnover.
This portfolio effect provides a strong base for the Group's business and reduces the risk of a
material impact to the business if there is a downturn in any of the Group's given markets. In
addition, the mix of established products and newly-developed products provides the Group with a
balance between maintenance of earnings and the potential for revenue growth.

»  Broad and stable customer base
Reflecting the Group's broad product portfolio and target markets, no custamer accounted for more
than seven per cent. of e2v’s annual revenue in either FY2003 or FY2004.

«  Proven abilily to identify and commercialise new opportunities

The Directors believe the Group’s commitment to its R&D capability and its commercial approach
to R&D position the Group well to respond to the needs of its customers and markets. Over the past
36 years, e2v has won 11 Queen's Awards, three of which have been awarded in the past two
years.

«  Stable and balanced workforce

Many of the Group's key employees have more than ten years’ service with the Group and are led
by experienced senior management. Staff turnover is relatively low for the industry, with annualised
turnover of approximately 8.0 per cent., compared to 15.5 per cent. for UK industry generally.

+  Strong and stable cash flow generation

The key strengths described above, and the recurring revenues arising from sales of spares and
replacemenis, have enabled the Group to generate sirong cash flows. For FY2002, FY2003 and
FY2004 operating cash flows were, respectively, £11.2 million, £13.8 million and £20.2 million.

Group Strategy

The Group's strategy is to develop technological advantages in niche markets within the medical and
science, the aerospace and defence and the commercial and industrial sectors, with several of its
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products being market leaders in their respective figlds. e2v intends to maintain and build upon its key
strengths through:

«  Actively focusing on high growth and/or high margin products

The Group intends to continue to design, manufacture and sell high growth and/or high margin
products both into established markels {for example, dental imaging), into new markets through the
adaption of existing technologies and into new applications (for example, automotive radar
products derived from technology originaily developed for mititary missile systems).

*  Targeling operational improvements and cost savings

The recent introduction of the SAP enterprise resource planning system provides the Group with a
fully integrated supply chain process for the first time, which will enable efficient real-time supply
chain management based on cusfomer demandg.

Furthermore, the Group has an ongoing programme focused on the development of its
manufaciuring process, yield improvement and warranty failure reduction. This programme is
primarily aimed at margin improvement, but is also expected to have an additional positive impact
on inventory management by improving consistency in the Group's manufacturing process.

»  Accelerating growth through a focused acquisition programme

e2v believes that its diverse product portfolio and the breadth of the markets it serves creates a
number of opportunities to enhance its technology portfolio and extend its addressable market and
scope of supply through selective, bolt-on acquisitions. Following the Management Buy Out, e2v
has established a programme pursuant to which it evaluates opportunities for acquisition. By way
of example, in August 2003, the Group acquired the Microwave Car Alarm Business and then
reflocated and integrated it at the Group's Lincoln premises within three months. The Company has
entered into a facility agreement with the Banks pursuant to which up to £30 million is available fo
the Group to fund future acquisitions. Following Admission, the Group will continue to evaluate
suitable acquisition opportunities.

*  Extending its scope of supply

The Group intends to continue to extend the range of sub-systems it offers with a view to increasing
revenues from existing customers while it simplifies its customers' production and development
processes. For example, the Group has achieved such extensions of supply by introducing its
compact modulator products, which can be added to the Group’s electronic tube components used
in both radiotherapy and radar applications, and in its defence camera products built around its
image sensor technology.

Current Trading and Prospects

The Directors view the outlook and prospects of the Group for at least the current financial year with
confidence. The Group continues to experience encouraging levels of demand, particularly for its
sensor products and its electronic tubes for applications in the edical and science sector. The Group's
tolal order book of £83.3 million as at 31 May 2004 was £11.6 million or 16.1 per cent. higher than at
31 May 2003 at reported rates of exchange, On a like for like exchange rate, the order book was
£15.0 million or 21.0 per cent. higher at 31 May 2004 as compared with 31 May 2003. Sales to date and
orders for delivery in FY2005 are £67.6 million compared with £59.8 million at the same stage in
FY2004. The Directors are encouraged by the healthy state of the order book but are mindful that it
reflects anly twa months of the current financial year and that it includes some repeat orders which have
been received earlier than in previous years.

Products and Market Applications

This section describes e2v's products, its major customers, highlights the most significant applications
for e2v's products and provides an overview of the markets into which e2v supplies its products.

e2v pelieves that the development and commercialisation of its product groups is undarpinned by
overlapping and romplementary skills and knowledge {especially within the malerials science and
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physics disciplings). €2v's pool of technical expertise and manufacturing capability can be used across
the Group's business.

Electronic Tubes

e2v’s electronic lubes are typically used for the controlled generation or amplification of electromagnetic
waves (RF and microwave) and for the fast switching of high electric currents at high voltage. They are
suitable for applications which demand one or more of high power, high frequency and high
performance characteristics. In most of these applications elecfronic tube technology is the only
technology capable of meeting these demanding requirements.

Principal applications for e2v's electranic tubes include:
+ radiotherapy cancer treatment;
« high power terrestrial TV broadcasting;
» military and commercial radar;
* military electronic counter-measures; and
* high power swilching for welding, industrial lasers and high energy physics.

The markets for the Group's electronic tubes and related sub-systems comprise many individually
small, but global, niche applications. Such markets are mostly well-established and characterised by
leng product lifecycles, significant barriers to entry for new competitors, a retatively low rate of
technological change and a small number of established, well-known suppliers. e2v's principal markets
have been resilient {0 erosion by solid state (semiconductor) technology which has largely replaced
electranic fube technology in low power, low frequency or low performance electronic systems, The
Company believes that, in line with historic trends, any continued erosion at the lower end of the market
will be balanced by demand for enhancements and improvements to existing products and by new
applications for existing products.

Electronic tubes have a naturally finite life and need regular replacement, typically every three to five
years. Usually, only e2v, as the designer and supplier of the original electronic tube, is able to provide
spares for a particular application.

Strong customer relationships and the finite life of electronic tube products result in a significant
replacements business which the Company estimates represented approximately 25 to 30 per cent. of
total Group sales and approximately 50 per cent. of electronic tubes sales in FY2004.

Electronic Tubes — Medical and Science (£16 million of FY2004 Revenues)
The Group's products include:

* 7z range of magnetrons {microwave power sources);

» thyratrons {high power switches); and

+ sub-systems for applications including cancer radiotherapy systems and microwave therapy
systems.

Principal customers include cancer radiotherapy OEMs such as Varian, TomoTherapy, Siemens, Elekta
and BMEI, microwave therapy system OEMSs such as Microsulis and international science facilities such
as CERN.

e2v's radiotherapy business bensfits from the increasing utilisation of radiotherapy treatments that
results from ageing western populations, increased cancer detection rates and steady growth in
healthcare spend in the developed world. The typical lifetime of the Group's power tubes is
approximately five years and this leads to a steady supply of spares amounting to approximately 60 per
cent. of radiotherapy magnetron sales in FY2004. e2v has also developed a new and innovative
modutator (power supply} product which, when offered in combination with the Group’s electronic tube,
enables cancer therapy systems to be built more quickly, leading to valuable increases in the capacity
of e2v's customers’ system assembly operations. The Group's new modulator has the potential to
increase significantly the e2v sales value of each newly-manufactured system and offers customers and
end-users the opportunity of enhanced treatment modalities. e2v has already supplied a combined
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moduwator and magnetron to one customer in the United States and the Company believes that there is
oppartunity to migrate supply at this level to other long-standing customers.

The Group supplies switch tubes for high energy physics applications to major national and
international science facilities (for example, the Council for the Central Lahoratory of the Research
Councils {"CCLRC”) facilities in the United Kingdom and CERN in Switzerland).

Electronic Tubes — Aerospace and Defence (£14 million of FY2004 Revenues)

The Group's products include:

« TWTs for towed decoys which are electronic counter-measure devices towed behind jets to
draw missile attacks away from the aircraft itself; and

» magnetrons and TWTs for airborne and ground-based radar and missile systems.

Principal customers include BAE SYSTEMS, Raytheon, EADS, AMS, Finmeccanica, Thales and the UK
Ministry of Defence.

The Group's electronic tubes are used in the towed decoy technology found in RAF Tornados. The
western world's major air forces are now expected to use disposable towed decoys and e2v is a
selected supplier for the Typhoon (previously known as the Eurofighter/EFA) platform. Significant
opportunities for e2v exist in the United States where the Group's products are gualified for use on
proposed new towed decoy systems for both the US Navy and US Air Force.

The Group also services a number of established defence radar programmes such as Searchwater,
Sea Dart, Foxhunter, Sea Walf, Rapier 2000 and Sky Shadow. A high proportion of the Group’s sales in
this market are spares for applications with long life cycles. e2v believes that only a small number of
new defence radar programmes are likely to be implemented in the foreseeable future.

Electronic Tubes — Commercial and Industrial (£E24 million of FY2004 Revenues)
Products include:

« |QOTs and klystrons for terrestrial television fransmission;

+ satellite communications; and

+ magnetrons for civilian radar and industrial heating.
Principal customers include Harris, Thales, Furuno and Hitlinger,

Histarically, a large proportion of the Group's sales of electronic tubes in this sector have been
replacements for its electronic tubes for use in the television transmission business, predominantly in
the United States. The market for new television transmitters has weakened in the last two years as a
result of repeated revisions in the FCC’s mandatory specifications relating to the roll out of digital
terrestrial television in the United States. The markst is now expected to become more active as
television network operators adopt a new generation of high efficiency transmitters and tubes to reduce
energy consumption and operational costs. e2v believes that the Group is well-placed, due to strong
and long-term customer relationships with key transmitter OEMs, to sustain its major position in this
market with its new high efficiency products.

e2v's satellite communications (“satcom”) products are used in applications such as satellite news
gathering {“SNG"} and fixed satcom uplink/ground station installations. In recent years, the Group has
increased sales of mid-power range amplifiers for SNG in the United States. The Group’s recently-
released high power products are expected to reinforce this progress.

Civilian radar applications for the Group's electronic tubes include microwave sources for small marine
radars and airborne applications including weather monitoring systems. The industrial heating
applications for the Group's electronic tubes include welding and laser switching. These two sectors,
which accounted for approximately eight per cent. of the Group’s revenues in FY2004, are
characterised by simpler products operating at generally lower performance levels and, as a result, are
more competitive than most other markets within which the Group operates.
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Sensors

a2v’s portfolio of solid state sensors, sub-systems and cameras are used for optical or thermal imaging
applications and optical, microwave or gas detection. These products are fypically used in high
performance applications supplied into global niche markets, including:

¢ high-end CCD image sensors and cameras used for medical imaging, astronomy, space
science instruments and defence systems;

+ thermal imaging cameras used by fire fighters;

* miniaturised microwave radar sensors and components for defence and commercial
applications; and

* gas sensors for industrial safety applications.

The market for the Group's sensors is subject to a faster rate of technological change and a higher
overall rate of growth than the market for the Group’s electronic tubes, However, as with efecfronic
tubes, the markets for the Group's sensor products are characterised by the small numbers of
established suppliers and high barriers to entry for new suppliers due to the significant proprietary
know-how in the Group's manufacturing process.

Sensors — Medical and Science (£12 million of FY2004 revenues}

The Group's products include CCD image sensors used in a wide range of scientific instruments,
including applications in life sciences and drug discovery research and digital dental X-ray.

Principal customers include Roper Scientific, Andor Technologies, Danaher (Gendex), Henry Schein
(Dentrix) and Acteon.

In drug discovery research, sensitive optical imaging is increasingly required to monitor the effect of
potential new drugs on cells and biclogical samples by detecting minute amounts of light. e2v believes
that its broad range of CCD sensors and patented ultra-sensitive L3Vision™ sensors means that the
Group is well placed to secure an increasing share of this market.

There is a steady adoption of digital X-ray imaging in dental applications in Europe but, to date, limited
adoption in the United States. Sustained growth is anticipated largely through increasing penetration of
the technology in the United States.

Sensors — Aerospace and Defence (£17 million in FY2004 revenues)
The Group's products include:
» ultra-sensitive L3Vision™ CCD image sensors for application in surveillance and night vision;

« CCD image sensors for defence applications, state-of-the-art astronomy and spacecraft-borne
imaging instruments; and

* high performance solid state microwave components for various radar applications, including
military aircraft and local battlefield surveillance systems,

Principal customers include BAE SYSTEMS, Ball Aerospace, Lockheed Martin, Galileo Avionica, AMS,
the UK Ministry of Defence and Astrium.

In the US and UK defence markets, strategic emphasis is moving away from manned intervention to
technology-based warfare, resulting in the migration of defence spend away from uniforms, rations and
personnel to unmanned aerial platforms and remote airborne and satellite-based systems. The
US government spend on research, technology and evaluation is growing at three fimes the rate of
spend on conventional operations and support, which e2v believes will enable saies of the Group's
imaging and radar products to exceed sector average growth. The Group's strong technological position
has enabled it to increase its market position in the United States in this sector in the past three years
and offers further opportunity for growth.




Sensors — Commercial and Industrial (£14 million of FY2004 revenues)

The Group's products include:
= key radar components for automotive adaptive cruise control (“ACC"),
* miniaturised radar sensor sub-systems used as intruder alarms in automotive applications;
« thermal imaging cameras and radic evacuation distress systems for use by fire-fighters; and
+ industrial gas sensing components and sub-systems.
Principal customers include Volvo, Bosch, Delphi, Furuno, Dréager and the UK government.

e2v believes that the market for ACC in cars wiil grow significantly over the next five years and fhat the
Group's products are well positioned to emerge as the technology of choice to meet the automotive
industry’s requirements for both cost effectiveness and high levels of fechnical performance. e2v
believes that this represents a significant growth opportunity for the Group based around process and
product design, intellectual property rights and strong relationships with the Tier 1 providers of ACC
systems to car manufacturers.

Sales of the Argus 3® thermal imaging camera increased significantly in FY2004 boosted by a
substantial ‘homeland security’ purchase by the UK government which e2v is confident will assist the
Group to sustain its strong European position.

The market for the Group's industrial gas sensing products is relatively stable and the Group's
performance in this sector will be underpinned by the recent launch of new products, including a new
range of electrochemical gas sensors.

Sales and Marketing

e2v establishes close relationships with its customers and its products are generally incorporated into,
and often tailored for, their applications. e2v's products are often subject to demanding customer
qualification tests during application development and once e2v has been selected as a supplier to a
customer it will usually retain its position, supporting the use of its companenis and sub-systems
throughout the life of the customer’s system.

The Group's worldwide sales arganisation consists of approximately 50 client-facing sales staff in
offices in the United Kingdom {Chelmsford), France (Paris}, Germany (Munich) and the United States
(various locations), supported by a network of approximately 60 sales support staff. In addition, more
than 40 professionally-qualified engineers offer technical and application support to the Group's
customers.

The Group has a network of 28 distributors and ten consultants. This network includes a number of
long-term relationships in specific countries and a number of global relationships with certain
distributors who concentrate on certain market sectors.

The Group's distributors acquire products from the Group and sell them on to end customers at a
margin, This relationship ensures that the distributor enters into the contract with the customer and
assumes the associated credit risk. The Group's consultants generate sales opportunities and support
sales negotiations on behalf of the Group.

Research and Development

Spend

The Group spends approximately five per cent. of its turnover on R&D. Additionally, R&D is funded by
customers under contracts which typically contain terms ensuring that intellectual property relating lo
core technalogy and generic product enhancements are retained by the Group. in any financial year the
amount of cuslomer-funded R&D can fluctuate and accounted for approximately 1.5 per cent. of the
Group's revenues for FY2004.

The major part of the Group’s R&D spend in FY2004 was in connection with e2v's existing markets and
included new product models, improvements and support to existing products and specific tailoring for
customer appiications. The balance of the Group’s R&D spend in FY2004 was incurred developing new
opportunities frem ideas originating from within the business or from customers or university partners.
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Process

The Group’s management processes evaluate the potentia! of all significant prospective development
projects and, if appropriate, allocate further resources to them. Each proposal is reviewed to assess its
strategic and financial benefits and executional risks in order to allocate resources across the business
and, where appropriate, seek to leverage internal funding with external agency and government
support.

Potentialiy significant development activities or projects are elevated to ‘Major Programme’ status which
secures a full time dedicated programme team and an experienced programme manager. Recent
“Major Programmes” include L3Vision™ ultra sensitive CCD image sensors and dental X-ray CCD
image sensors, which have become significant contributors to revenue, and microwave radar for ACC
which the Directors anticipate will become a significant contributor to revenue.

Operations

Engineering and development activities are carried out within the Group's manufacturing operations,
rather than at separate dedicated facilities, making efficient use of highly-complex and costly process
equipment and minimising later difficulties in transferring products from prototype into production.

Although the Group does not operate a stand-alone R&D department, there are central specialist
facilities that underpin the éxecution of product R&D. These include mechanical, thermal, electrical and
electronic simulation and medelling and analysis using state-of-the-art analytical tocls. The Group
operates a small off-site CCD design office with three employees.

The Group has also established exlernal links to aid its R&D programme, including links with
universities, national laboratories and other governmental agencies. The Group is a founder member
and provided the first chairman of the DTl-sponscred and funded Faraday Partnership in High Power
RF engineering.

Intellectual Property

The intellectual property owned or used by the Group is protected principally through a combination of
patents and canfidentiality undertakings, copyright, trademarks and design rights. Of equal importance
is the know-how, technical expertise and innovative abilities within the Group and its proprietary
methods developed over many years.

e2v believes that a material part of the Group's intellectual property is embodied in the manufacturing
processes that remain unpublished and confidential. It is therefore not readily possible for a third party
to dismantle, understand and reverse engineer the Group's products because the manufacturing
process essential for the correct functioning of the product cannot be determined by sc doing.

On 3 case-by-case hasis, the merits of patenting any new product, process or idea are reviewed and
appropriate action taken. In consequence, the Group owns a number of patents, particularly in the
United States and the United Kingdom. While the patents owned by the Group provide some
competitive advantage, the Directors believe that no individual patent is critical to its current operations.

The Group has been trading under its current name since 2002 and no objection to its use of “22v” or
"EEV" has been received. The Group has applied to register “e2v" and "EEV” as trade marks in the
United Kingdorm and as Community trade marks; these applications ars still pending. The Group has a
range of other product brands and has registered certain other trade marks.

Information Technology

The Directors believe that the Group’s informztion technology sysiems have the capability and capacity
to meet the Group's present and ongoing requirements. The Group is in the process of rolling out SAP
which is an enterprise resource planning system which is part of management's global alignment of
processes programme. The implementation of SAP began in November 2002 and is scheduled to be
substantially complete by May 2005, As at 31 March 2004, £3.4 miflion bad besr spent on the
implementation, with a further £1.5 million forecast for completion of the implementation.
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Purchasing and Supply

A wide diversity of purchased parts is required to manufacture the Group's range of products, with many
suppliers customising materials for use by the Group. Components and materials are often complex and
highly-specified and there is a wide spread of purchase lead times.

In FY2004, the top ten suppliers accounted for approximately 28 per cent. of e2v’s total purchases.

Production Facilities

The Group’s production facilities are located in the United Kingdom at sites in Cheimsford and Lincoin.
The Chelmsford site manufactures more than 85 per cent. of the Group’s products. Much of the
manufacturing is carried out in a controlled “clean room™ environment. The Group's clean room facilities
range from Class 10,000 Clean Rooms used in general assembly and manufacture of its products to
dedicated ultra clean Class 10 Clean Room areas for the most critical CCD manufacturing processes.

Manufacturing Processes

Manufacluring methods range from batch processing of up to 6,000 units per month for lower value
products, to one-off processes for higher value projects extanding over more than one year {for
example, for custom-designed CCD sensors for hostile space environments).

Most of the manufacturing activities require sophisticated technology and significant investment to
enable e2v to compete successfully. In addition, there is often material proprietary know-how inherent in
the processes.

in July 2002, the Company achieved the ISO 8001:2000 quality standard certification. From July 1993 to
July 2002, the Company was certified to 13S0 9001:1987.

Additionally, the Lincaln facility achieved certification in July 2003 to the ISO/TS 16949:2002 automotive
standard for the design and manufacture of microwave components for supply into the automotive
sector. Re-certification fo this standard was secured in April 2004.

Environmental

Both of the UK manufacturing sites have historically used, and continue to use, a range of hazardous
chemicals and industrial gases in various manufacturing processes. The Group continually seeks to
improve its manufacturing processes to remave if possible, or further reduce and further contain, any
hazardous materials. The Chelmsford and Lincoln sites are certified to 1SO 14001:1996, the
international standard for environmental management and in addition, the Lincoln site has a licence for
the use of explosives.

Employees, Pensions and Share Schemes

As at 31 March 2004, e2v employed 1,295 full time staff and a further 41 temporary employees. A
majority of the employees have more than ten years' service with the Group with almosi ten per cent. of
employees having more than 30 years’ service with the Group.

The Directors believe that recruitment of competent operators is assisted by the number of high
technology manufacturing businesses in the East of England and the East Midlands that create local
labour markets. Specialist engineering skills have proven more difficult to source and this has been
addressed by the establishment of resourcing partnerships with specialist agencies.

Certain of the Group's Chelmsford employees are members of the Amalgamated Engineering &
Electrical Unian. There have been no material industrial disputes involving the Group over the [ast ten

years.

Following the sale of the business by Marconi in July 2002, the Group ceased to participate in the GEC
1972 Plan and formed a stakeholder pension scheme for UK employees and an executive pension
scheme, both of which are defined contribution schemes. These schemes allow individuals to make
additional contributions which will, subject to limits, be mafched in full by additional contributions from
the Group. The Group has no liability in respect of its historic participation in the GEC 1972 Plan, which
is a final salary scheme.
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in the United States, the Group has formed a 401k retiremeni plan {“"the 401k Plan™), the basis of which
is that the Group wili match up to 100 per cent. of the first six per cent. of employese contributions.
Membership of the 401k Plan has rahged from 40 to 50 empioyses. The Group does not operate
pension schemes in its French or German cperations, where statutory or state pension arrangements
cover the employees,

Prior to Admission, the Group esizblished the EBT and the Pre-IPO Plan and, conditionally on
Admission, the Group will establish four new share schemes for employess: the e2v Company Share
Option Plan, the e2v Long Term Incentive Plan, lhe e2v Sharesave Scheme and the e2v Share
Incentive Plan. Further details of the New Share Schemes are set out in paragraph § of Part Vili of this
dacument.

e2v created the EBT to operate in conjunction with the New Share Schemes and to grant oplions under
the Pre-IPO Plan. The EBT will immediately upon Admission hold 884,239 Ordinary Shares, which are
not under option, representing approximately 1.6 per cenl. of the enlarged share capital of the
Company. Additionally the EBT has granted, conditional only on Admission, options over 345,636
Ordinary Shares to certain employees under the Pre-iPO Plan. Further details in respect of these
options are set out in paragraphs 4.2 and 6.2 of Part Vill of this document.

Dividend Policy

Following Admission, the Directors intend to pay dividends. The Directors intend to adopt a progressive
dividend policy, recognising the cash generative nature of the Group’s operating businesses, but also
the opportunities to invest in growth (gither organic or through acquisition}, with dividends for FY2005 to
be initially covered by underlying post tax earnings approximately two times.

The Directors intend that e2v will pay an interim dividend and a final dividend to be declared at the time
of the respective interim and preliminary results in the approximate proportions of one-third and two-
thirds, respectively, of the total annual dividend. The first dividend to be paid by e2v is intended to be the
interim dividend in respect of FY2005, to be announced with the interim results in December. This
interim dividend will reflect the proportion of the six month period to 30 September 2004 that the
Company has been listed.




PART It

Directors and Senior Management

The board of dirsclors of the Company consists of a Non-executive Chairman, two further
Non-executive Directors, the Chief Executive Officer and the Finance Director. In due course, the
Company intends to appoint one or more further non-executive directors.

The Group's executive management team combines relevant industry expertise together with
experience from other industrial sectors. A brief biography of each member of the management team is
set out below.

Directors
Keith Attwood — Chief Executive Officer, age 43

Keith's industrial experience has been gained in telecommunications, avionics and, more recently,
electronic components. He has been with the Group for over five years and, prior to assuming his
current role, held various senior positions, including Operations Director (GEC-Marconi
Avionics Limited, now called BAE SYSTEMS Avicnics (Management) Limited) and Project Director
(GPT Limited, now called Marconi Communications Limited). He has had significant international
business development experience and holds an MBA. Oriented towards business improvement and
customer focus, Keith has a track record of successful change management and business growth,

Mike Hannant — Finance Director, age 47

Mike is a Charteraed Accountant with 17 years commercial experience primarily in the electronics sector,
13 of which have been with the Group. He qualified as a Chartered Accountant in 1982 and held various
senior financial positions with a subsidiary of the Philips Electronics Group and Project Office Furniture
plc (now called Workspace Office Solutions Limited), prior to his joining the Group in January 1891. He
was Assistant Finance Director prior to appointment to his current role in 1998.

Non-Executjve Directors
George Kennedy — Non-executive Chairman, age 63

George has spent most of his career at the Smiths Group, which he joined in 1973 and where he was an
executive director holding various positions including chairman of the Medical Systems Division. In
addition to his position as non-executive Chairman of the Company, he is also currently chairman of
Carclo Plc, which makes technical plaslics for automotive, telecommunications, medical and optical
applications and Vernalis PLC, where he is deputy chairman, and holds other non-executive positions.
He aiso has experience working with government organisations and is currently chairman of the
Healthcare Division of the lragi Reconstruction Group. George has demonstrated a track record of
leading high-tech businesses working in a global market place. In 1997, he was awarded a CBE for
services to the healthcare industry and exports.

Anthony Reading — Senior independent nan-executive Direcfor, age 60

Tony is a Chartered Accountant and has significant experience of working in senior positions at publicly
listed companies. He was a director of Tomkins plc and chairman of Tomkins Corporation for 11 years
until the end of 2003, He joined Tomkins as a divisional director in 1290 and prior to that served as
group managing director of Pepe Group plc from 1989 to 1990. In his earlier career, Tony worked at
Polly Peck International PLC, was a group executive with Thomas Tilling Plc, group chief executive of
the manufacturing and engineering division of BTR plc, and has been based ovarseas in Belgium and
the United States. He was appointed a non-executive director of Spectris plc in 2004.

lan Godden — Independent non-executive Director, age 50

lan has an MBA from Stanford University and significant experience in management and strategic
consultancy in the United States and Europe. He was a founder member of two start-ups; OC & C
Strategy Consultants, which was bought out by Coopers & Lybrand (as it then was) and PG, which was
bought out by Reland Berger Strategy Consultants. From 1295 to 1998 he was UK Managing Partner
and European Board Member of Booz Allen and Hamilton. lan is currently UK Managing Partner and
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Senior Partner of Roland Berger Strategy Consultants and a non-axecutive director of Havelock Europa
PLC. He has been a Non-executive Director of the Company since 2003,

Senior Management
Mike Tierney — Operations Director, age 43

Mike joined the business in July 2002 from Atme! Smartcard IC where he was a Business and
Operations Director. Mike has aver 20 years experience in the semiconductor industry and has held
various senior positions within Digital, National Semiconductor and latterly Motorola, prior to the sale of
its Smartcard operation to Atmel, Mike has a Certificate in Management, ONC and HNC in Electrical
and Electronic Engineering.

John Brewster — Sales Director, age 48

John has been with the Group since 1999 when he was recruited to sfrengthen e2v's position in the
imaging sector, taking full responsibility for the Group's sales and distribution activities in April 2001,
John has extensive UK and US-based sales management and business development experience in the
component and broader technology sectors, gained at Thomson-CSF (now Atmsl), GEC-Plessey
Semiconductors and Hughes Microelectronics.

Dr Trevor Cross — Technical Director, age 44

Trevor has 17 years’ experience with the Group and has a background as a technologist and engineer
specialising in lll-V materials and physics. He has authored aver 35 technical papers and patent
applications, has built his market and business development experience in the communications, science
and space sectors over recent years and is currently focused on strategic development. He holds a PhD
in Semiconductor Physics and a DMS (Diploma in Management Studies).

Neil Martin — Programmes Director, age 39

MNeil was appainted in February 2002 to assist the board in managing the strategic growth opportunities
identified by the business and to further develop Lifecycle and Project Management skills. He also has
responsibility for the quaiity management activity and the manufacturing facility at Lincoin. Neil has a
track record of successfully managing business groups, operations functions and major programmes in
high technology businesses and has a BSc {Hons) in Electronics and Electrical Engineering,

Corporate Governance

e2v intends, taking into account its size, to comply with the relevant requirements of the Combined
Code Principles of Good Governance and Code of Best Practice contained in the report by the
Committee on Corporate Governance (the “Combined Code”} including the revisions to the Combined
Code which took effect on 1 November 2003. 'n order to comply with the Combined Code's
requirements for at least half of the board, excluding the chairman, to be independent, the Company
has appointed Anthony Reading as an additional Non-executive Director, and tan Godden, who became
a Non-executive Director on 1 June 2003, has agreed to remain in that role for a further period of up to
six months following Admission.

For the purposes of assessing compliance with the Combined Code, the Board considers Anthony
Reading and lan Godden, who are Non-exacutive Directors, to be independent of management and free
from any business or other relationship that could materially interfere with the exercise of their
independent judgement. e2v expects that the Board will meet at least four times per year and may meet
at other times at the request of any Director.

The Company has an audit commiltiee and a remuneration committee and, upon Admission, will
establish a nomination committee.

The audit committee is chaired by Gearge Kennedy, and its othér members are Anthony Reading and
lan Godden, The audit committee will meet not less than three times a year and will meet the external
auditors at [east once a year without the Executive Directors present.

The audit commiltee is responsible for making recommendations to the Board on the appointment of the
external auditors and their remuneration. The committee considers the nature, scope and results of ihe
external auditors’ work and reviews (and reserves the right to approve) any non-audit services that are
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to be provided by the external auditors. H receives and reviews reports from management and the
Company’s auditors relating to e2v's annual report and accounts. The committee focuses particularly
on compliance with fegal requirements, accounting standards and the Listing Reales and ensuring that
an effective system of internal financial and non-financial control is maintained. The ultimate
responsibility for reviewing and approving the annual report and accounts remains with the Board.

The remuneration committee is chaired by Anthony Reading and its other members are George
Kennedy and lan Godden. The committes, which will normally meet at least once a year, has
responsibifity for making recommendations to the Board on e2v’s policy for remuneration of senior
executives, for reviewing the performance of Executive Direclors and senior management and for
determining, within agreed terms of reference, specific remuneration packages for each of the executive
Directors and members of senior management, including pension rights, any compensation payments
and the implementation of executive incentive schemes. In accordance with the committee’s terms of
reference, no Director may participate in discussions relating to his or her own terms and conditions of
service or remuneration.

The nomination commitiee will be chaired by George Kennedy, and its other members will be Anthany
Reading, lan Godden and Keith Attwood. The commitiee will meet not less than once a year, has
responsibility for considering the size, struclure and composition of the Board, and refirements and
appointments of additional and replacement Directors, and will make appropriate recommendations 1o
the Board.

The identity of each of the chairmen of the committees referred to above will be reviewed on an annua!
basis. The membership of these committees and their terms of reference will be kept under review.




PART HI
The Offer

Section A — Details of the Offer

The Institutional Offer

The Institutional Offer comprises the issue by the Company of 18,820,351 Ordinary Shares and the sale
by the Selling Shareholders of 30,332,551 Ordinary Shares, together representing 87.92 per cent. of the
enlarged issued Ordinary Share capital of the Company. The Ordinary Shares being issued by the
Company will rank pari passu in all respects with the existing Ordinary Shares, including the right to vote
and to receive ali dividends and other distributions declared, made or paid on the existing Crdinary
Shares after Admission. The Ordinary Shares will, immediately following Admission, be freely
transferable under the Articles.

Existing Shares and New Shares are being made available by way of an offering of Ordinary Shares to
investors in the United Kingdom and to institutional investors elsewhere outside the United States in
reliance on Regulation S under the Securities Act.

Immediately following Admission, 80.93 per cent. of the Ordinary Shares will be held in public hands (as
defined in paragraph 3.20 of the Listing Rules).

The Employee Offer

A total of 141,262 New Shares were made available, at the Offer Price, for subscription by Eligible
Employees under the Employee Offer.

Applications by Eligible Employees must be for Ordinary Shares having an aggregate value of at least
£100, but nat more than £7,000 and must bg in multiples of £100. Applications by Eligible Employees to
subscribe for Ordinary Shares under the Employee Offer must have been made on the Employee
Application Form and must have been received, together with a chegue, building society cheque or
banker's draft for the value of New Shares applied for, by the Registrar or the Company in accordance
with certain time-limits.

The New Shares available under the Employee Offer are not available in uncertificated form and
successful applicants will, instead, receive share certificates, which are expected to be posted on or as
soon as possible after 23 July 2004.

Amount and Use of Proceeds

The gross procesds that the Company will receive from the issue of Ordinary Shares pursuant to the
Offer are £29.39 millicn. After deducting underwriting commissions and estimated other fees and
expenses of the Offer, the Company expects to receive net proceeds of £25.56 million. The nef
proceeds will be used to pay down existing debt, which will provide further borrowing capacity for the
Group to fund its organic growth and acquisition growth strategy.

The gross proceeds that the Selling Shareholders will receive from the sale of Ordinary Shares
pursuant to the Offer are £47.03 million. After deducting commissions and estimated other fees and
expenses incurred in cennection with the Offer, the Selling Shareholders expect to receive
£46.38 million.

Stabilisation

In connection with the Offer, ABN AMRO Rathschild or any of its agents may over-allot or effect other
transactions with a view to supporting the market price of the Ordinary Shares or any options, warrants
or rights with respact to, or interests in, the Ordinary Shares, in each case at a level higher than that
which might otherwise prevail for a limited period after the Offer Price is announced. Such transactions
may be effected on the London Stock Exchange, in over-the-counter markets or otherwise. There is no
obligation on ABN AMRO Rothschild or any of its agents o undertake stabilisation transactions and
such transactions, if commenged, may be discontinued at any time and must be brought to an end after
a limited period. Save as required by law, neither ABN AMRO Rothschild nor any of ite agents intends to
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disciose the extent of any stabilisation transactions in connection under the Offer. In undertaking such
stabilisation transactions, ABN AMRO Rothschild may act as principal.

Dealing Arrangements

The Offer is subject to the satisfaction of certain conditions contained in the Underwriting Agreement,
including Admission occurring and becoming effective by 8.00 a.m. on 23 July 2004 or such later time or
date as may be determined in accordance with the Underwriting Agreement (not being later than
30 July 2004) and to the Underwriting Agreement not having been terminated. Further details of the
Underwriting Agreement are set out in paragraph 10 of Part Vil of this document.

Application has been made to the UK Listing Authority for all of the Ordinary Shares to be listed on the
Official List and application has been made to the London Stock Exchange for the Ordinary Shares to
be admitted to trading on the London Stock Exchange's market for listed securities.

It is expected that dealings in the Ordinary Shares will commence on a conditional basis on the London
Stock Exchange at 8.00 a.m. on 20 July 2004, The earliest date for settlement of such dealings will be
23 July 2004. All dealings between the commencement of conditional dealings and the commencement
of unconditional dealings will be in unlisted securities and on a “when issued basis”. If the Offer does
not become unconditional in all respects any such dealings will be of no effect and any such
dealings will be at the risk of the parties concerned.

The expacted time and date for Admission to become effective and for dealings in the Ordinary Shares
to commence on an unconditional basis on the Londen Stock Exchange is 8.00 a.m. on 23 July 2004.
Temporary documents of title will not be issued.

CREST

CREST iz a paperiess seiflement system zllowing securities to be transferred from one person's
CREST account to another without the need to use share certificates or written instruments of transfer.
Upon Admission, the Articles will permit the holding of Ordinary Shares under the CREST system. The
Comparny has applied for the Ordinaty Shares to be admitied to CREST with effect from Admission.
Accordingly, seitlement of transactions in the Ordinary Shares foliowing Admission may take place
within the CREST system if any shareholder so wishes.

CREST is a voluntary system and holders of Ordinary Shares who wish to receive and retgin share
cerlificates will he able to do so. An investor applying for Ordinary Shares in the Institutional Offer may,
however, elect to receive Ordinary Shares in uncerfificated form if such investor is a system-member
{as defined in the CREST Regulations) in relation to CREST.

The New Shares avaitable under the Emplovee Offer will not be in uncertificated form, and successful
applicant will, instead, receive share certificates.

Allocation and Pricing

ABN AMRO Rothschild will datermine the investors that can participate in the Institutional Offer and
allogations of Ordinary Shares in the Institutional Offer will be determined by ABN AMRO Rothschild
{following consultation with the Company and certain of the Selling Shareholders). All Ordinary Shares
issued or sold pursuant to the Offer will be issued or sold at the Offer Price.

The rights attaching to the Ordinary Shares will be uniform in all respects and will form a singte class for
all purposes.

Underwriting Arrangements

The Company, the Diractors, ABN AMRO Rothschild, N M Rothschild and others have entered inio the
Underwriting Agreement, pursuant to which ABN AMRO Rothschild has agreed, subject to certain
conditions, to procure subscribers or purchasers for, or failing which itself to subscribe for or purchase,
the Ordinary Shares made available in the Offer. All such subscriptions or purchases will be at the Offer
Price.

Further details of the terms of the Underwriting Agreement are set out in paragraph 10 of Part VIi| of
this document.
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Lock-Up Arrangements

Each of the Company and Keith Attwood, Michael Hannant, John Brewster, Michae! Tierney, Trevor
Cross and Neil Martin have agreed to certain lock-up arrangements. Further details of these
arrangements are set out in paragraph 10 of Part VIl of this document.

Selling Restrictions

The distribution of this document and the Offer in certain jurisdictions may be restricted by law and
therefore persons into whose possession this document comes should inform themselves about and
observe any restrictions, including those set out in the paragraphs that follow. Any failure fo comply with
these restrictions may constitute a violation of the securities laws of any such jurisdiction.

General

No action has been or will be taken in any jurisdiction, that would permit a public offering of the Ordinary
Shares, or posssssion or distribution of this document or any other offering material, in any country or
jurisdiction where action for that purpose is required. Accordingly, the Ordinary Shares may not be
offered or sold, directly or indirectly, and neither this document nor any other offering material or
advertisement in connection with the Ordinary Shargs may be distributed or published in or from any
country or jurisdiction except under circumstances that will result in compliance with any applicable
rules and regulations of any such country or jurisdiction. Persons into whose possession this document
comes should inform themselves about and observe any restrictions on the distribution of this document
and the offer and sale of Ordinary Shares, including those in the paragraphs above. Any failure to
comply with these restrictions may constitute a violation of the securities laws of any such jurisdiction.
This document does not constitute an offer to subscribe for or buy any of the Ordinary Shares offered
hereby to any person in any jurisdiction to whom it is unfawful to make such offer or solicitation in such
jurisdiction.

United States

The Crdinary Shares have not been and will not be registered under the Securities Act and may not be
offered or sold within the United States. The Ordinary Shares are being offered and sold outside the
United States in reliance on Regulation S under the Securities Act.

Until the expiration of 40 days after the commencement of the Offer, an offer or sale of Ordinary Shares
within the United States by any dealer (whether or not participating in the Offer} may viclate the
registration requirements of the Securities Act if such offer or sale is made otherwise than pursuant to
another exemption from registration under the Securities Act.

United Kingdom

ABN AMRO Rothschild has warranted that (a) it has nof offered or sold and will not offer or sell any
Ordinary Shares to persons in the United Kingdom prior to Admission except to persons whose ordinary
activities involve them in acquiring, holding, managing or disposing of investments (as principal or
agent) for the purposes of their business or otherwise in circumstances which have not resulted and will
not result in an offer to the public in the United Kingdom within the meaning of the Public Offers of
Securifies Regulations 1995 or FSMA, {b) it has only communicated or caused to be communicated and
will only communicate or cause to be communicated any invitation or inducement to engage in
investment activity (within the meaning of Section 21 of FSMA) received by it in connaction with the
issue or sale of the Ordinary Shares in circumstances in which Section 21(1} of FSMA does not apply to
the Company and (c) it has complied and will comply with all applicable previsions of FSMA with respect
to anything done by it in relation to the Ordinary Shares in, from or otherwise involving the United
Kingdom.
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4.2

Section B — Terms and Conditions of the Institutional Offer

Introduction

These terms and conditions apply to persons making an offer to subscribe for New Shares and/or
purchase Existing Shares under the Institutional Offer,

Each person 1o whom these conditions apply, as described above, who confirms his agreement to
ABN AMRO Rothschild, N M Raothschild, the Registrar, the Company and the Selling Shareholders
to subscribe for New Shares and/or purchase Existing Shares under the Institutional Offer {which
may include ABN AMRC Rothschild or its nominee(s)) (an “Investor”} hereby agrees with each of
ABN AMRO Rothschild, N M Rothschild, the Registrar, the Company and the Selling Shareholders
to be bound by these terms and conditions as being the terms and conditions upan which Ordinary
Shares will be issued or sold under the Institutional Offer. An Investor shall, without limitation,
become so bound if ABN AMRO Rothschild (2) confirms to such Investor (i) the Offer Price and
{iiy its allocation and (b) notifies, on behalf of the Company and the Selling Shareholders, the
Registrar of the name of the Investor.

Agreement to Acquire Ordinary Shares

Conditional on (i) Admission occurring and becoming effective by 8.00 a.m. on or prior to 23 July
2004 (or such later date as the Company, certain of the Selling Shareholders, ABN AMRO
Rothschiid and N M Rothschild may agree (not being lafer than 30 July 2004}} and (i} the
confirmation mentioned under paragraph 1 above, an Investar agrees to become a member of the
Company and agrees {in respect of New Shares) to subscribe for and/or (in respect of Existing
Shares) to purchase Existing Shares from the Selling Shareholders, as more particularly described
below, at the Offer Price, the number of Qrdinary Shares issued or sold to such Investor under the
{nstitutional Offer in accordance with the arrangements described in Section A of this Part [I. To the
fullest extent permitted by law, each Investor acknowledges and agrees that it will not be entitled to
exercise any remedy of rescission at any time. This does not affect any other rights such Investor
may have.

Payment for Ordinary Shares

Each Investor undertakes to pay the Offer Price for the Ordinary Shares issued or sold to such
Investor in such manner as shall be directed by ABN AMRO Rothschild. Liability for stamp duty and
SDRT is described in paragraph 8.3 of Part VIl of this document.

In the event of any failure by any Investor to pay as so directed by ABN AMRO Rothschild or the
Company, the relevant Investor shall be deemed hereby to have appointed ABN AMRO Rothschild
or any nominee of ABN AMRO Rothschild to sell (in one or more transactions) any or all of the
Ordinary Shares in respect of which payment shall not have been made as so directed and to have
agreed to indemnify on demand ABN AMRO Rothschild in respect of any liability for stamp duty
and/or SDRT arising in respect of any such sale or saies.

Representations and Warranties

By receiving this document, each Investor and, in the case of paragraphs 4.4, 4.5 and 4.6 below,
any person confirming his agreement to subscribe and/or to purchase Ordinary Shares on behalf of
an Investor or authorising ABN AMRO Rothschild to notify an Investor's hame to the Registrar, is
deemed to represent and warrant to each of ABN AMRO Rothschild, N M Rothschild, the Registrar,
the Company and the Selling Shareholders that:

if the Investor is a natural person, such Investor is not under the age of majority (18 years of age in
the United Kingdom) on the date of such Investor's agreement to subscribe andfor purchase
Ordinary Shares under the Institutional Offer and will not be any such person on the date any such
offer is accepted;

in agreeing to subscribe and/or purchase Ordinary Shares under the institutional Offer, the Investor
is relying on this document and any supplementary listing particulars issued by the Company, and
not on any other information or representation concerning e2v or the Institutional Offer. Such
Investor agrees that none of the Company, the Selling Shareholders, the Registrar, N M Rothschild
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4.3

4.4

4.5

and ABN AMROC Rothschild nor any of their respective officers or directors will have any liability for
any such other information or representation;

if the laws of any place outside the United Kingdom are applicable to the Investor's agreement to
subscribe andfor to purchase Ordinary Shares andfor acceptance thereof, such Investor has
complied with all such laws and none of the parties mentioned under paragraph 1 above will
infringe any laws outside the United Kingdom as a result of such Investor's agreement to subscribe
andfor purchase Ordinary Shares and/or acceptance thereof or any actions arising from such
investor's rights and obligations under the investor's agreement to subscribe and/or purchase
Ordinary Shares and/or acceptance thereof or under the Articles;

in the case of a person who confirms to ABN AMRO Rothschild on behalf of an Investor an
agreement to subscribe and/or purchase Ordinary Shares and/or who authorises ABN AMRO
Rothschild to notify the Investor's name to the Registrar as mentioned under paragraph 1 above,
that person represents and warrants that he has authority to do so on behalf of the Investor as
provided under paragraph 1 ahbove;

the Investor is not, and is not applying as nominee or agent for, a person which Is, or may be,
mentioned in any of sections 67, 70, 93 and 96 of the Finance Act 1986 (depository receipts and
clearance services); and

in the case of a person who confirms to ABN AMRO Rathschild on behalf of an Investor which is an
entity other than a natural person an agreement to subscribe andfor purchase Ordinary Shares
andfor who authorises the notification of such Investors name to the Registrar, that person
warrants that he has authority to do so on behalf of the Investor,

Supply and Disclosure of Information

If any of ABN AMRO Rothschild, N M Rothschild, the Registrar, the Company and any of the Selling
Shareholders or any of their agents request any information about an investor's agreement to
subscribe andfor to purchase Ordinary Shares, such |nvestor must promptly disclose it to them.

Miscellaneous

The rights and remedies of ABN AMRO Rothschild, N M Rothschild, the Registrar, the Company
and the Selling Shareholders under these terms and conditions are in addition to any rights and
remedies which would otherwise be available to each of them and the exercise or partial exercise of
one will not prevent the exercise of others.

On application, each Investor may be asked to disclose, in writing or orally to ABN AMRO
Rothschild:

{a) if he is an individual, his nationality; or

(b) if he is a discretionary fund manager, the jurisdiction in which the funds are managed or
owned.

All documents will be sent at the Investor's risk. They may be sent by post to such Investor at an
address noftified to ABN AMRO Rothschild.

Each Investor agrees to be bound by the Articles (as amended from time to time} once the COrdinary
Shares which such Invesior has agreed to subscribe and/or to purchase have been issued or
transferred to such Investor.

The contract to subscribe andfor to purchase Ordinary Shares and the appointments and
authorities mentioned herein will be governed by, and construed in accordance with, the laws of
England. For the exclusive benefit of the parties mentioned under paragraph 1 above, each Investor
irrevocably submits to the exclusive jurisdiction of the English courts in respect of these matters.
This does not prevent an action being taken against an Investor in any other jurisdiction.

In the case of a joint agreement to subscribe and/or to purchase Grdinary Shares, references to an
“Investor” in these terms and conditions are to each of such Investors and such Investors’ liability is
joint and several.

ABN AMRO Rothschild, N M Rothschild, the Company and the Selling Shareholders expressly

reserve the right to modify the Institutional Offer {including, without limitation, its timetable and
settlement} at any time before the Offer Price and allocations are determined.
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PART IV

Risk Factors

An investment in ordinary shares involves a high degree of risk. Accordingly, before deciding whether to
invest in the Ordinary Shares, prospective investors should carefully consider the risks described below
together with all other information contained in this document. If any of the following risks actually occur,
e2v’s business, financial condition andfor results of operations could be materially and adversely
affected. In such case, the trading price of the Ordinary Shares could decline and investors may lose all
or part of their investment. Addifional risks and uncertainfies not presently known to the Directors, ar
which the Directors currently deem immalerial, may also have an adverse effect on e2v's business,
financial condition and/or results of operations.

Risks relating to the Group
Foreign Currency Exchange Risk

The Group is exposed to currency fluctuations, predominantly between pounds sterling and either the
US dollar or the euro, which may affect its profitability. The Group has operations within a number of
countries and is therefore subject to currency translation risks; the Group’s operating units also conduct
their business in a number of currencies and are, therefore, exposed {o fransaction currency risk.

Transaction currency risk arises when an operating unit either buys or sells in a currency other than its
base reporting currency. The risk is created by the potential movement in the rate of exchange of a
currency against the base reporting currency of the operating unit between the time of the transaction
and the eventual cash flow, For example, if the UK business sold products at a price in US doftars, such
price being set when the exchange rate was $1.80 to £1, but the cash flow (being payment for the
products), which may take place several months later, occurs when the exchange rate was $1.85 to £1,
this would result in the amount received in pounds sterling being less than originally envisaged. The
Group's product prices are often set in US dollars or euro and so accurate and frequent adjustments to
the Group's price lists to reflect the currency fluctuations are not easy to achieve. The Group manages
these transaction currency risks by the use of forward foreign exchange contracts.

Translation currency risk arises because the Group reports in pounds sterling but its overseas
subsidiaries report in US dollars or euro. These overseas subsidiaries’ assets and liabilities are
accounted for, on a non-consolidated basis, in their respective reporfing currencies. Therafore, when
relevant exchange rates move, the Group will experience changes in the value, as reflected in the
Group’s reporting currency and as between reporting periods, of these assets and liabilities and
revenues and cosfs. The Group may from fime fo time experience losses resulting from fluctuations in
these exchange rates which could adversely affect is financial condition and operating results. The
Group seeks to minimise its exposure fo these risks by matching costs and revenues and assels and
liabilities by currency. However, when there is a mismatch, the Group is exposed to currency
fluctuations, which could adversely affect its financial condition and results of operations.

Competition

While the markets for a large proportion of the Group's products are well-eslablished and characterised
by comparatively long product life-cycles, certain of the Group’s products are at risk of being
superseded as a result of improvements in allernative technologies which provide the same or
comparable functionality. For example, the use of electronic tubes in some applications (in particular,
low performance, low level power applications) has been superseded over time. While the Group
primarily targets higher performance, higher power applications, it faces the risk that its lower power
applications may increasingly become superseded by competitors’ products and demand for either
enhancements and improvements to existing products or new applications for higher power electronic
tubes does not increase.

The market for the Group’s sensors is subjact to a faster rate of techinological change and the Group
expects competition to increase, For example, in the area of CCD technology, the Group is exposed to
the risk that competitors which currently focus on high volume, lower specification products may
increasingly seek to address certain of the applications for the Group’s products.

Certain of the Group’s current and potential compeditors have greater name recognition, access to
larger customer bases and significantly greater financial, sales and marketing, manufacturing,
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distribution, technical and other resources than the Group. As a result, some of the Group's current and
potential competitors may develop and infroduce new products at a fowet price or which provide
superior performance to, or achieve greater market acceptance than, the Group's products.

Furthermore the Group's competitiveness is dependent in part on its costs of production. increasing
labour costs in the United Kingdom may render certain of the Group’s UK manufacturing processes
uncompetlitive as compared with manufacturing conducied overseas by the Group's competitors.

The Group's cost base is primarily in pounds sterling, whereas its major competitors’ cost bases may
primarily be in other currencies, such as US dellars or euro. Consequently, there may be occasions
when compstitors” pricing levels may be attractive to the Group’s customers, due to giobal exchange
rate fluctuations.

Reliance on Certain Suppliers

Some of the Group's products are manufactured using materials that are only available frem a limited
number of suppliers. Although to-date it has not experienced difficulty in obtaining such materials, the
Group cannot be sure that supply interruptions will not oceur in the future or that it will not have to obtain
substitute materials, Further, while the Group has an active programme to mitigate risk in relation to any
limited-source supplier, including developing long-term supply commitments and relationships,
identifying alternative back-up sources of supply and maintaining appropriate stock holdings, the Group
cannot be certain that its third party suppliers will continue to supply to it and any failure of supply could
have an adverse effect on the Group’s relationships with its customers, its reported financial condition
and resuits of operations. In addition, changes in the suppliers of the Group’s raw materials could result
in delays in production, higher costs of materials and loss of sales and customers.

Certain components for the Group’s products are sourced from overseas (including the United States)
and may in the future be subject to more sfringent export confrol requirements creating delays or
requiring the Group to find alternative sources.

Reliance on Information Technology and Other Systems

The Group is currently in the pracess of implementing a SAP enterprise resource planning system. The
implementation began in November 2002 and is scheduled to be substantially complete by May 2005.

However, the roll out may involve a longer commissioning pericd than estimated, cause higher levels of
inventory and generally be more disruptive than is currently envisaged. If the Group is not able fo
complete the implementation as intended it may suffer unforeseen costs and may not realise the
expected improvement in the level of business support, with @ consequent impact on its results of
operations.

Although the Group has recently established a disaster recovery plan and has entered into a contract
with a third party to provide disaster recovery services, the Group is exposed to the risk that its
information technology and other systems may be subject to damage or interruption from, for example,
natural disasters, power loss, security breaches and equipment failure. The measures taken by the
Group to ensure continuity of operation of its information technology, data safety and security may not
be sufficient to fully protect the Company against these risks.

Manufacturing

The Group manufactures its products at its Chelmsford and Lincoln sites, Various events could disrupt
the Group's manufacturing capability at these sites, including interruptions to power supplies, industrial
accidents, fire and failure of equipment and facilities. Events of this nature may also result in personal
injury and damage to property and the environment, leading to business interruption and possible legal
liability. In the event that the operation of these sites is impaired (whether as a result of issues beyond
the Group's control or otherwise), irrespeclive of the adegquacy of insurance cover, the Group could
experience delays in production and loss of sales and customers, each of which could have an adverse
effect on iis financial condition and resulis of operations.

The Group relies on test equipment which, for some of its products, are specialised and not readily
replaceable. In the event that the Group cannot replace such test equipment, or do so in a timely
manner, this may have a material adverse effect on the Group’s manufacturing process.
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Markefs and Customers

e2v has limited control over the marketing and sale of the products into which its electronic tubes or
sensors are incorporated. In respect of many of its products, e2v is tharefore dependent on the ability of
its customers to develop and sell products o their customers and their effectiveness in so doing,

The Group can be subject to significant variations in revenues and costs atiributable to individual
product lines and markets as a result of the timing and quantum of customer orders, the impact of new
product introductions and product improvements and the applicable legislative and regulatory
framework. However, the overall impact of such factors is mitigated by the breadth and diversity of its
products and target markets.

A significant proportion of the Group’'s products are supplied for use in the defence and aerospace
industries. These industries are dependent in large part on governmental policy and national and
international political considerations and are subject to a high degree of governmental control, such
factors being outside the control of the Group.

in particular, due to the sensitive nature of certain of the Group’s products, certain of the Group’'s
customers require it to maintain appropriate security processes, procedures and controls. While audits
of these processes, procedures and controls are carried out by the customers concerned, breaches of
them could result in a loss of business for the Group and a consequent adverse effect on its business,
financial condition and resulis of operations.

Changes in governmental policies and defence and aerospace spending levels may have an adverse
effect on the Group's results of operations. For example, the UK government may significantly change
its export control regulations, as a result impairing the Group’s ability to supply to defence industry
customers oulside of the United Kingdom. In addition, national agencies could rephase or alter major
programmes in defence and space, delaying or curtailing certain aerospace, defence and other
government programme related sales. Such changes could have an adverse effect on the Group's
results of operations.

Employees

Whilst the Group has entered into employment or service contracts with its key senior management,
with the aim of retaining their services and protecting its legitimate business interests, the retention of
their services cannot be guaranteed.

The loss of the services of any of the Group's senier management or key persannel could have an
adverse effect on its financial condition and resuits of operations and there can be no assurance that the
Group will be able to attract or retain suitable replacements for the Group’s senior management or key
personnel.

The Group depends on the technical and specialist skilis and knowledge of many of its employees for
the development, manufacturing and sale of its products, particularly given the technical nature of its
products and the number and diversity of its target markets. Further, the Group’s manufacturing
processes are varied and specialised, increasing its reliance upon the technical abilities of its
employeaes.

Intellectual Property

The Group's ability to protect ftself against competition depends in part on its ability to protect its
intellectual property effectively, The Group’s ability to market successfully its products also depends in
part on not infringing valid third party intellectual property rights.

Despite the steps taken by the Group to protect its intelectual property rights, in particular its
confidential know-how, it may be unable fo prevent third parties from copying aspects of the Group’s
products. Competitors may also seek to recruit Group employees who have had access to confidential
know-how of the Group or otherwise obtain and use know-how that the Group regards as proprietary.
Any such failure to prevent copying or to protect its confidential know-how from incorporation in a
competing product could have an effect on the Group’s financial conditions and results of operations.

The Greup also uses patent proteclion to protect certain of ils preducts and manufacturing processes
from competition. The Group cannct be certain that its pending patent applications will result in granted
patents nor that its granted patents will alone provide adequate protection or provide the means to
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prevent third parties from selling products which compete with those of the Group. There is a risk that
patents issued to the members of the Group may he chailenged or declared invalid or unenforceable,

There is also a risk that the Group’s products and manufacluring processes could infringe the
intellectual property righis of third parties. The Group has procedures in place when designing its
products and processes to avoid such infringement, but there can be no guarantee that these
procedures will be effective. The intellectual property position in many of the fields of application of the
Group’s products is complex and difficult and costly to analyse with certainty. In addition, some patent
applications may not have been published at the time of a patent search and are, therefore, not
reviewable. Development of new products may be impeded by the need to avoid infringement of existing
patenis or require the acquisition of licences from the patentholders which may, in turn, reduce the
margin available to the Group on the sale of the products.

The Group is also exposed to the risk of becoming invelved in intellectual property litigation, including
confidentiality disputes, which, whether or not successful, could absorb large amounts of management
time and could be costly and interfere with the Group’s ability to market its products. An unfavourable
ocutcome in any action brought against the Group could force or require the Group to stop selling
products or using technology that was held io infringe third party intellectual property rights and pay
damages and costs to the party claiming infringement,

Further, there can be no assurance that third parties will not make infringement claims against the
Group. Such claims, with or without merit, could be costly 1o investigate or defend and may require
sighificant management altention. There can be no assurance that any such claim will not have an
adverse effect on the Group's business or financial results. Any potential intellectual property or trade
secret litigation brought by or against the Group could involve a substantial commitment of both time
and expense to defend or prosecute.

Research and Development

White the Group has in place a specialist process for identifying, evaluating and manitoring
development opportunities, the Group cannot be certain that research and development expenditures
will resulf in the development of products which prove to be commercially successful.

The Group is exposed to the risks of delay, technical difficulties and failure of any new product
development preventing i from gaining significant, or any, revenue benefit from ifs investment in
research and development.

Once a product has been developed, the Company is subject to the risk that defects in the product are
not identified, leading to unanticipated subsequent costs, including the risks of product liability and other
fitigation. In most cases, the Group's customers are primarily responsible for the safe operation of the
Group’s products when integrated inio systems produced by them; however, there can be no assurance
that the Group will not face material product fiability claims in the future, Although the Group maintains
product liability insurance cover that it believes to bs adequate, such insurance cover may not be
syfficient {o insure fully against losses that may resuit from such claims.

Delays in completing developments, defects, [igation and other difficulties in the Company's R&D
activities gould have an adverse financial effect on the Group and its relationship with its customers.,

Environmeniaf

The Group is subject to varicus European, UK and local environmental and health and safety laws,
rules and regulations, all of which may be subject te change over time. Among the more significant of
these are the Waste Electrical and Eleclronic Equipment Directive {("WEEE Directive”} and the
Restriction of Hazardous Substances Directive ("RoMS Directive™), sach of which is expected to come
into force in the United Kingdom in August 2004. White the Group is currently considering how it will
achieve comptiance with the WEEE Directive and the RoHS Directive, there can be no assurance as to
the costs associated with such compliance.

Both of the Group’s UK manufacturing sites have historically used, and continue to use, a range of
hazardous chemicals and a range of industrial gases in various manufacturing processes. Whilst the
Group follows appropriate health and safety procedures, there can be na assurance that, due to factors
beyand the Group's control, the health and safely of its emplovees will not be affected during the
manufacturing process. Additionally, the Group has been operaling from its UK sites for rany years and

24




there could be unknown environmental issues associated with these sites that would require significant
costs to rectify. Such costs could have an adverse impact on the Group’s financial condition.

The Company is aware of contamination of the Lincoln site and as a consequence, a remediation plan
to address soil and groundwater issues is in the process of being implemented. Foliowing a report by
ERM, the Group increased the level of its provision for the remediation from £0.8 millien as at 31 March
2003, to £1.4 million as at 31 March 2004; however, there can be no assurance that the total costs of
the work involved will not exceed current estimates.

Whilst the Group employs an environimental co-ordinator who is responsible for managing the Group's
compliance with environmental laws and regulations, there can be no assurance that the Group will not
be found to be in violation of or required to take action under environmental, or health and safety, laws
and regulations in the future. Liabilities for alleged or aclual nen-compliance with environmental and
health and safety laws could have an adverse effect on the Group, its financial condition, resuits of
operations and cashflows.

Implementation of an Acquisition Programme

In order fo enhance its growth, the Group intends to make acquisitions. The availability of acquisition
targets may be limited and there can be no assurance that any of such targets will be available at prices
which make them suitable for acquisition at the relevant time or at all. To finance such acguisitions, the
Group may incur additional indebtedness or may seek to raise additional equity finance. The Group may
incur operational and financial risks in relation to any acquisitions, including, but not limited to, continuity
or integration of operations and personnel and dissipation of the Group's management resources. Any
such acquisitions, or the funding and integration of them, may have an adverse effect on the Group, its
financial condition, results of aperations and cashflows and there can be no assurance that any such
acquisition will be successfully integrated within the Group.

The Group’s Banking Arrangements

e2v and certain of its subsidiaries have entered info a credit facility with Barclays Capital and Lloyds
TSB Bank PLC to provide the Group with debt facilities in the aggregate amount of £66,000,000,
conditional, among other things, on Admission. The credit facility contains various financial and other
covenants, Any failure to comply with these or the other undertakings and restrictions contained in the
credit facility could result in the indebtedness under the credit facility, together with accrued interest,
being declared immediately due and payable. The Group's ability to comply with the provisions of the
credit facility may be affected by events beyond its control and any default under the credit facility may
have a significant adverse effect on the value of the Ordinary Shares.

Risks inherent in Crdinary Shares
Fiuctuations in Price of Ordinary Shares

Prior to the Offer there has been no public trading market for the Ordinary Shares. Although e2v has
applied to the UK Listing Authority for admission to the Official List and has applied {o the London Stock
Exchange for admission to trading on its market for listed securities, there is no assurance that an active
trading market for the QOrdinary Shares will develop or, if developed, be sustained following the closing
of the Offer. If an active trading market is not developed or maintained, the liquidity and trading price of
the Ordinary Shares could be adversely affecled. Even if an active trading market develops, the market
price for the Ordinary Shares may fall below the Offer Price. As a result of fluctuations in the market
price on the Ordinary Shares, investors may not be able to sell their Ordinary Shares at or above the
Qffer Price, or at all.

Publicly traded securities from time to time experience significant price and volume fluctuations that may
be unrelated to the operating performance of the companies that have issued them. In addition, the
market price of the Ordinary Shares, like the share price of many publicly traded technology companies,
may prove o be highly volatile. The market price of the Ordinary Shares may fluctuate significantly in
response to a number of factors, some of which are beyond e2v's control, including: variations in
operating results in the Group’s reporting periads; changes in financial estimates by securities analysts;
changes in market valuation of similar companies; announcements by the Group of significant
contracts, acquisitions, strategic alliances, joint ventures or capital commitments; loss of a major
customer; additions or departures of key personnel; any shortfall in turnover or net profit or any increase
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inlosses from levels expected by securilies analysts; and fulure issues or sales of Ordinary Shares. Any
or all of these events could result in a material decline in the price of the Ordinary Shares.

Effect of Future Sales of Ordinary Shares

The Company cannot predict what effect, if any, future sales of Ordinary Shares, or the availability of
Ordinary Shares for future sale, will have on the market price of Ordinary Shares. Sales of substantial
amoaunts of Ordinary Shares in the public market following the Offer, or the perception that such sales
could occur, could adversely affect the market price of Ordinary Shares and may make it more difficult
for investors to sell their Ordinary Shares at a time and price which they deem appropriate.

Immediately following the Offer, approximately 55,916,451 Ordinary Shares will be in issue and there
will be no outstanding options over the unissued share capital of the Company. While certain of the
holders of Existing Shares have agreed to certain lock-up arrangements in respect of any Ordinary
Shares held by them prior to Admission, after these lock-up arrangements cease to apply there will be
no contractual restriction on the sale of the Ordinary Shares owned by them. Furthermore,
N M Rothschild and ABN AMRO Rothschild may, in their sole discretion, and at any time or from time to
time, without notice, release all or any portion of the Ordinary Shares subject to these lock-up
arrangements, Approximately 10.0 per cent. of the Ordinary Shares in issue after Admission will be
subject to these lock-up arrangements. The Company has agreed to enter into a similar lock-up
arrangement relating to the issue of shares by it. See paragraph 10 of Part VIl| of this document for
further information relating to the lock-up arrangements.
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PART V

Management's Discussien and Analysis of Financial Condition and Results of Operations

The following review should be read in conjunction with the accountants’ report on the Group set out in
Part VI of this document. Investors should read the whole of this document and should not just rely on
key or summarised information.

Overview of Group

The Group is a leading developer and manufacturer of electronic tubes and sensor components and
sub-systems. It supplies its products to niche markets within the medical and science, the aerospace
and defence and the commercial and industrial sectors. The Group was a subsidiary of Marconi until
July 2002, when it was sold in the Management Buy Out. In August 2003, the Group acquired the
Microwave Car Alarm Business for consideration of £2.0 million in cash. Sensor products from the
Microwave Car Alarm Business contributed £2.4 million to the Group's revenues for FY2004.

The Group’s turnover is derived from the sale of the Group's products and the completion of contract
milestones on customer-funded preduct development programmes. It is stated net of value added and
other sales taxes.

The Group's revenues are affected by currency exchange fluctuations, particularly as between sterling
and the US dollar, as a large proportion of the Group's revenues are US dollar denominated while most
of its expenses are incurred in pounds sterling. Between FY2002 and FY2004, the Group's revenues
increased from £95.6 million to £97.6 million which translates to 8.9 per cent. growth on a constant
currency basis.

The Group experienced an unusually high level of sales of its electronic tube products in FY2002 as a
result of the FCC announcing a deadline for the roll out of digital television in the United States.
Subsequent growth was primarily driven by increased sales of sensor products across all market
sectors, increased sales of tubes to the medical and science sector and the impact of the Microwave
Car Alarm Business acquisition on sensor sales. This growth was parlly offset by a decline in sales of
the Group's electronic tube products for certain applications in the aerospace and defence and the
commercial and industrial sectors.

The Group’s costs were increased by one-off costs in FY2003 refafing to the Management Buy Out and
by an increase in ongoing administrative costs previously borne by Marconi and not recharged to the
Group. Against this, the Group has benefited from operating efficiency improvements in FY2003 and
FY2004 and a reduction in cost of sales as a result of currency hedging activities.

The Group’s cost of sales includes all manufacturing costs including costs of raw materials and
compenents, direct and indirect labour costs and factory overheads as well as product warranty costs.
Cost of sales is stated after the impact of hedging the Group’s exposure to exchange rate fluctuations in
connection with sales. Other overheads include R&D costs as well as selling, distribution and
administration costs. The largest element of the Group’s expenses is employees' wages and salaries,

27




Results of Operations

The following table summarises the Group's audited results of operations for FY2002, FY2003 and

FY2004:
Year ended 31 March

2002 2003 2004
£000 £000 £000
1. Turnover............. e 95,576 92,885 87,566
Costofsales.... .. ... ... i {63,719y  (63,572) (63,886)
2. Grossprofit. .. .. ... ... .. L. 31,857 29,313 33,680
3. Researchanddevelopment................................ (4,792} (4,388) (5,417)
4. Selling and distribution costs. .. ......... ... ... ... ... (10,740) (9.409) (9,664)
5. Administrative expenses . ... . e {7,450} (8,753) (8,744)
Amortisation of intangible assets ... ... ... ... ... ... ... (29) (710) (1,084)
Restructuringcosts ... ... ... .. .. .. .o . (1,674) {681) (124)
Environmental costs . ........... .. .. i (500) (346) {402)
Cost associated withthe MBO ... ... ...................... — (948) (60}
Other Administrative expenses ............................. (5,247} (6,070) (7,074)
Total administrative expenses ................. e {7,450) {8.753) (8,744)
Operating profit . ... ... ... . . .. 8,875 6,763 9,855
Dividends Receivable . ......... ... ... .. ... .. ... ... 6,071 — —
Interestreceivable ... ...... ... ... 791 489 298
6. Interestpayable ... ... ... ... . ... (21 (3,825) (5,510)
Profit on ordinary activities before taxation............ ... 15,716 3,427 4,643
7. Taxonordinary activities ... .......... ... ... ... ..., (1,797) {1,007) {1,362)
Profit on ordinary activities after taxation........... ..... 13,919 2,420 3,281

1  Turnover

Between FY2002 and FY2004 the Group's total turnover has grown from £95.6 million in FY2002 to
£97.6 million in FY2004, which represents sales growth of 2.1 per cent. on a reported currency basis.
On a constant currency basis, turnover would have increased by 8.9 per cent. between FY2002 and
FY2004. On a constant currency basis, turnover would have increased by 0.5 per cent. between
FY2002 and FY2003 as a result of an increase in turnover from products supplied into the medical and
science sector being offset in part by a decline in safes of |0Ts and ECM towed decoys. However,
reported turnover declined by 2.8 per cent. between FY2002 and FY2003 primarily as a result of a
weakening of the US dollar against sterling. On a reported currency basis, turnover increased by
5.0 per cent. between FY2003 and FYZ2004 despite a further weakening of the US dollar against sferiing
and, on a constant currency basis, increased by more than 8.3 per cent.

The following table sets out an analysis of the Group’s total turnover in FY2002, FY2003 and FY2004

{on a reported currency basis):
Year ended 31 March

2002 2003 2004

£000 £600 % £000 %
Tubes
Medical and science ........... e 14,784 15.5 15,816 17.0 16,5086 16.9
Aegrospace and defence .. .......... .. 16,426 17.2 14,342 15.4 13,731 14.1
Commercial and industrial ............ 31,965 334 28,511 30.7 23,850 24.4

63,175 66.1 58,669 63.1 54,087 55.4
Sehsors
Medical and scietce ........ ... ..., 6,941 7.3 10,869 117 12,350 12.7
Aerospace and defence ... ... ... ... 16,81 17.6 18,771 18.1 16,9190 17.3
Commercial and industrial . ... .. e 8,659 9.0 6,576 7.4 14,218 14.6

32,401 33.9 34,216 36.9 43,479 446
Total . ... . . L. 95,576 100 92,885 100 97,566 100
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Electronic Tubes

Sales of the Group's electronic tubes fell from £63.2 million in FY2002 to £54.1 million in FY2004 driven
in large part by currency exchange fluctuations but also reflecting a fall from peak demand levels within
the aerospace and defence sector as well as the commercial and industrial sector in FY2002. Saies into
the medical and science sector have shown steady growth.

tn the medical and science sector, notwithstanding currency exchange fluctuations, sales of the Group's
electronic tubes grew by 11.6 per cent. from FY2002 to FY2004 driven principally by increasing demand
from radiotherapy and microwave therapy OEMs.

In the aerospace and defence sector, sales from the Group's electronic tubes fell by 16.4 per cent. from
FY2002 to FY2004 primarily reflecting a decrease in demand for the Group's glectronic tubes in radar
applications but also the phasing of towed decoy programs resulting in no significant business since
FY2002. A significant proportion of sales in this sector is aftributable to spares supplied to existing
defence platforms.

In the commercial and industrial sector, sales from the Group's electronic tubes fell by 25.4 per cent.
from FY2002 to FY2004 driven in large part by currency exchange fluctuations but also reflecting the
high level of demand for IOTs for UHF television broadcast fransmitters in the United States in FY2002
as a result of the FCC announcing a deadline for the roll out of digital television in the Unitad States. In
FY2004, revenues were also adversely affected by the late introduction of the Group's magnetrons
adapted to comply with new regulations for supply to the marine radar market.

Sensors

Sales of the Group’s sensors gréw from £32.4 million in FY2002 to £43.5 million in FY2004. Despite the
adverse impact of currency exchange fluctuations, growth in sales of the Group’s sensors was achieved
in all the sectors and, in particular, in the medical and science and the commercial and industrial
sectors.

In the medical and science sector, sales of the Group's sensors grew by 77.9 per cent. from FY2002 to
FY2004 which was largely attributable to increased demand for CCDs for dental imaging and life
science applications.

In the commercial and industrial sector, sales of the Group’s sensors grew by 64.2 per cent from
FY2002 to FY2004, which was largely attributable to the launch of a new fire-fighter thermal imaging
camera and the acquisition of the Microwave Car Alarm Business. Sensor products from the Microwave
Car Alarm Business contributed £2.4 million to the Group’s revenues for FY2004.

2 Gross Profit

Gross profit represents the Group’s turnover less cost of sales. A large part of cost of sales is the
Group's labour and factory overhead costs. Cost of sales is increased or reduced by the effect of
hedging foreign currency sales.

Although there has been growth in revenues on a constant currency basis, cost of sales remained
largely stable betwean FY2002 and FY2004. This was partly due to operational improvements, resulting
in a reduction in the operational headcount by more than 30 per cent. and resources being made
available for R&D activities as well as exchange rate gains offsetting inflationary and volume-driven cost
increases.

3 Research and Development

The Group’s R&D costs relate to developing existing and new products as well as a limited amount of
general research. Such costs include the costs of the Group's engineering resource (when employed on
specific R&D projects), associated overheads, third party consultants (including universities) and raw
materials and components.

The Group's funded R&D expenditure amounted to 4.7 per cent. of sales in FY2003 compared with
5.0 per cent. in FY2002. In FY2004, this increased to 5.6 per cent. of sales as additional engineering
resources were made available to R&D activities.
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4  Selling and Distribution Costs

Selling and distribution costs include the costs of operating the Group's overseas sales and support
offices as well as its UK sales force (which manages sales to the rest of the world), together with
associated marketing costs and commission. The Group reduced distribution expenditure by
£1.3 million in FY2003 principally as a result of a reduction of staffing in the United States and lower
commissions. Costs increased by £0.3 million in FY2004 principally due to the opening of a sales office
in Germany and increased commissions.

5 Administrative Expenses

Administrative expenses include those relating to the finance, [T, human resources and head office
functions of the Group, amortisation of intangible assets, rationalisation costs, environmental provisions
and one-off MBO costs.

The increase in other administrative expenses from FY2002 to FY2003 of £0.8 million was principally
due to the Group bearing certain administrative costs following the Management Buy Out, such costs
having been previously borne by Marconi. The further £1.0 million increase in other administrative
expenses in FY2004 in part reflected additional legal expenses and the full-year impact of additional
costs previously borne by Marconi.

Amaortisation of intangible assets primarily arises as a result of the annual write down of the goodwill
arising from the Management Buy Out, which increased in FY2004 due to the full year impact of the
Management Buy Out, and the acquisition of the Microwave Car Alarm Business. The goodwill arising
from the Management Buy Out is currently being amortised over 12 years and the goodwill arising from
the acquisition of the Microwave Car Alarm Business is currently being amortised over six years.

Restructuring costs of £1.7 million for FY2002 arose because of redundancy policies implemented by
Marconi. Since the Management Buy Out, the Group has implemented redundancy policies which have
led to a significant decrease in redundancy costs incurred by it.

Environmental provisions relate primarily to remediation work being conducted at the Lincoln premises,
as described under the heading “Risks relating to the Group — Environmental” in Part IV of this
document,

Costs associated with the MBO relate primarily to one-off costs incurred at the time of the Management
Buy Out.

6 Interest Payable

The interest charges in FY2003 and FY2004 primarily reflect the impact of the Management Buy Out,
and from FY2003, includes interest on the senior and mezzanine debt from HEQS and the Institutional
Loan Notes. The Group has negotiated with the Banks to provide appropriate facilities to the Group,
conditional on Admission, to replace these facilities.

The Group has entered into an interest rate hedge agreement, which expires on 1 November 2005, in
order to crystallise the interest charges on the senior and mezzanine debt to HBOS. Further details of
this are set out in paragraph 11 of Part VIl of this document.

7 Tax on Ordinary Activities

The effective tax rate for the Group in FY2002 was lower than the effective tax rate in both FY2003 and
FY2004 principally due to the availability of group relief within the Marconi group in FY2002. In FY2003
and FY2004, the effective tax raie which otherwise would have applied was reduced by R&D tax credits.
Corporate tax rates applicable to overseas subsidiaries are generally higher than the 30 per cent. UK
rate and this partly offsets the R&D tax credits.

Amortisation of £916,000 of goodwili arising from the Management Buy Out is not a tax deductible
expense and, in FY2004, this increased the effective tax rate on profit before tax by 5.9 per cent..
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Other Factors Affecting Results of Operations
Exchange Rates and Hedging

e2v annually converts US dollars and euro received from customers into pounds sterling to pay the
operating costs of the Group. In order to reduce the impact of exchange rate movements on its results,
the Group enters into forward currency contracis to cover committed and forecast foreign currency
receipts.

Dividends Received

The dividend received in FY2002 related to an intra-Marconi group arrangement which was a one-off
payment to Marconi Applied Technologies SAS (the company from which the French assets were
acquired as part of the Management Buy Out). Following the Management Buy Out, the Group no
longer helds any investments in any Marconi group companies.

Capitalised Expenses

The Company incurred expenses negotiating the facilities made available by Bank of Scotland in
connection with the Management Buy Out. In accordance with UK GAAP, these expenses have been
capitalised by the Company and are being amortised over the term of the relevant facilities. As at
31 March 2004, there are £2.2 million of such capitalised expenses. Upon Admission, these facilities will
be repaid and the Company will be required to write off the remainder of the capitalised expenses in
FY2005.

Liquidity and Cash Flow

The following table extracts the principal companents of the Group's operating cash flow for FY2002,
FY2003 and FY2004;

Year ended 31 March

2002 2003 2004
£000 £000 £000
‘Operating profits .. ... .. e 8,875 6,763 9,855
Depreciation and amortisation ................... ... ... ..., 4,297 5,433 6,503
EBITDA ... . ... ... .. e 13,172 12,196 16,358
Decrease/{Increase) in working capital . .. ... ... ... . ... .. ..., (2,630) 1,448 2,809
Increase iN ProviSIONS . ... ... ot e e 692 179 945
Net cash flow from operating activities . . .......................... 11,234 13,823 20,212
Other cashflow movements:
Capital expenditure . ... .. e (4,347) (5,761) (8,290)
Interest receipts/{payments) .. ... ... 285 (1,364) (2,630)
Taxation — United Kingdom and overseas . ....................... (864)  (1,038) {988)

The growth in EBITDA and reduction of working capital increased net cash flow from operating activities
from £11.2 million in FY2002 to £20.2 million in FY2004. The reduction in inventory in FY2003 of
£5.3 million was the main contributor to the £1.4 million decrease in working capital for that year.
Inventory increased by £3.9 million in FY2004, particularly towards the end of the year reflecting
increased activity levels, although the cash impact was minimal, principally due to the timing of
payments to suppliers. The principal working capital reductions in FY2004 arose as a result of the
receipt of advance payments from customers on contracts, and the payments for increased capital
expenditure incurred within FY2004 being due for payment in FY2005.

Capital expenditure levels increased from £4.3 million in FY2002 to £8.3 million in FY2004. Levels of
capital expenditure increased primarily on new product infroductions within the Group's sensor product
group as well as investment in the SAP enterprise resource planning system. The introduction of SAP is
a three year programme and capital expenditure of approximately £1.3 million and £2.1 million was
incurred in FY2003 and FY2004 respectively.

The levels of interest paid reflect the historic financing of the Group and, in FY2003 and FY2004, reflect
the impact of the increased borrowing arising from the Management Buy Out.
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PART Vi

Acceuntants’ Report

Ernst & Young LLP

Ell ERNsST & YOUNG ) More London Place

SE1 2AF

The Directors,

e2v technologies plc
106 Waterhouse Lane
Chelmsford

Essex

CM1 20U

The Direclors,

N M Rothschild & Sons Limited
New Court

St Swithins Lane

London

EC4P 4DU

19 July 2004

Dear Sirs

1.

Introduction

We report on the financial information set out below on pages 34 to 57. This financial information
has been prepared for inclusion in the listing particulars dated 19 July 2004 of e2v technologies plc
{the “Company"}.

The Company was incorporated on 15 May 2002 as a privale limited company with the name
Redwood 2002 Limited. The Company then, either directly or through newly acquired intermediate
subsidiaries, acquired from Marconi Corporation plc the businesses that had formerly traded as the
Marconi Applied Technologies Division in two stages:

+  On 12 July 2002 the Company acquired from Marconi Corporation plc the entire share capital of
e2v Technologies Limited, e2v Technologies Inc. and e2v Technologies Canada Limited; and

* On 14 August 2002, e2v Technologies SAS (a wholly owned subsidiary of the Company)
acquired the trade and certain trading assets of Marconi Applied Technologies SAS,

Collectively these acquisitions are referred to as the "Management Buy Out” in this report.

On 17 September 2002 the Company changed its name to e2v Holdings Limited and on 29 June
2004 it changed its name to e2v technologies Limited.

The Company re-registered as a public limited company on 29 June 2004.
The Company and its subsidiary undertakings are referred to as the “Group”.

The entities, which carried on the business currently operated by the Group prior to the
Management Buy Out, are together referred to as the "Marconi Applied Technologies Division™.

Basis of preparation

Prior to the Management Buy Cut, the Marconi Applied Technologies Division, while under the
common control and ownership of Marconi Corporation ple, did not form a legal group of
companies and accordingly, there was no requirement to prepare consolidated statutory financiat
statements and no such financial statements were prepared.

Therefore, the financial information set out in paragraphs 2 to 6 on pages 34 to 58 has been
prepared on the basis set out in note 1 of paragraph 6 and is based on the aggregated audited non
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statutory financial statements of the Marconi Applied Technolegies Division for the year ended
31 March 2002, the audited consolidated statutory finandial statements for the Group for the period
from incorporation on 15 May 2002 to 31 March 2003 and the audited consolidated statutory
financiat statements for the Group for the year ended 31 March 2004, after making such
adjustments as we considered necessary.

Responsibility

Such financial statements referred to above are the responsibility of the directors of the Company
who approved their issue.

The directors of the Company are responsible for the contents of the listing particulars dated
19 July 2004 in which this report is included.

It is our responsibility to compile the financial information set out in our report from the financial
statements, to form an opinion on the financial information and to report our opinion to you.

Basis of opinion

We conducted our wark in accordance with the Statements of Investment Circular Reporting
Standards issued by the Auditing Practices Board. Our work included an assessment of evidence
relevant to the amounts and disclosures in the financial information. The evidence included that
previously obtained by us relating to the audit of the financial statements underlying the financial
information. It also included an assessment of significant estimates and judgements made by those
respansible for the preparation of the financial statements underlying the financial information and
whether the accounting policies are appropriate to the entity's circumstances, consistently applied
and adequately disciosed.

We planned and performed our work 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 information is free from material misstatement whether caused by fraud or other
irregularity or error.

Opinion

In our opinicn, the financial information gives, for the purposes of the listing particulars dated
18 July 2004, a true and fair view of the state of affairs of the Group as at the dates stated and of its
profits, cash flows and recognised gains and losses for the periods then ended.
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2.

Profit and loss account

Year ended 31 March

Notes 2002 2003 2004
£000 £000 £000
TUMNOVEL . .. e et e 2 95,576 92,885 97,566
Costofsales ....... . ... . .. ... . . ... oot {63,718} (63,572} (63,886)
Grossprofit ...... ... .. ... .. ... 31,857 28,313 33,680
Research and development . .. .................. .. (4,792) (4,388) (5,417}
Distribution costs. .. ... ... . ... (10,740) (9,409) {(9,664)
Administrative expenses . ...... ... ..., {(7.450) (8,753) (8,744
Amortisation of intangible assets................... {29) {710) (1.084)
Restructuringcosts. ............ ... ool {1,674) {681) (124)
Environmentalcosts . ......... ... .. ... ... .. (500} {346} {402)
Costs associated with the Management Buy Out .. .. — {946) {60)
Other administrative expenses . .................... (5,247) {6,070} (7,074)
Total administrative expenses...................... {7,450} {8,753) (8,744}
Operatingprofit......... ... ... .. ... ... ... 3 8,875 6,763 9,855
Dividends receivable ............. ... ... .. ... ... 9 6,071 — —_
Interest receivable .. ... .. ... ... ..., 6 791 489 298
interestpayable. ........ ... ... ... ... 7 (21) (3,825} (5,510)
Profit on ordinary activities before taxation ... ... 15,716 3,427 4,643
Tax on profit on ordinary activities . ................ 8 {1,797) (1,007) {1,362)
Profit on ordinary activities after taxation ... ..., 13,919 2,420 3,281
Dividends payable .. ....... ... ... ... ... ... 9 — {27,989) —
Retained profit/(loss) for the financial year ... .. .. 19 13,819 (25,579) 3,281
Earnings per share — basic and diluted . ........... 10 527.5p 81.7p 123.90
Statement of total recognised gains and losses
Year ended 31 March
Notes 2002 2003 2004
£000 £000 £000
Profit for the financial year attributable to members of the
parent COMPANY . ... ..ottt n 13,918 2,420 3,281
Exchange difference on retranslation of net assets of
subsidiary undertaking . ... ... o i s 19 {9) (82) {265)
Exchange difference on retransiatlon of inter-company
loans ... .. e e R £ T (5192)
Total recognised gains and losses reiatmg to the year 13,910 2,328 2,497
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Balanice sheet

Notes

Fixed assels
Intangible assets .......... 11
Tangible assets ........... 12
Current assets
Stock ........ ..ol 13
Debtors .................. 14
Cash at bank and in hand . .
Creditors: amounts falling

due within one year. .. ... 15
Net current assets .. ... ...
Total assets less current

liabilities . . ....._.......
Creditors: amounts due

after more than one year 16
Provisions for liabilities

and charges ........... 17
Capital and reserves
Called up share capital . . . .. 18
Share premium account . . .. 19
Profit and loss account ... .. 19
Equity shareholders’

funds ... .. ... . ..., 18

Statement of cash flows

Net cash Inflow from operating activities

At 31 March At 31 March At 31 March
2002 2003 2004
£000 £000 £000 £000 £000 £000
513 10,700 11,509
17,804 18,762 21,920
18,317 29,462 33,429
23,029 17,736 21,657
57,551 24,359 25,313
9470 8,798 4475
90,050 48,893 51,445
(19,653} (18,040} {25,552}
70,397 32,853 25,893
88,714 82,315 59,322
—_ {53,960) (47,195)
i_@_,lgi-) {3,802) {5,063)
84,950 4,553 7,064
4,380 264 278
— 2,376 2,376
80,610 1,913 4,410
4,553 7,064

84,990

Returns on investments and servicing of finance
Interestrecaived . ........ ... . ...

Interest paid

Issue costs on new long-term loans

Year ended 31 March

Dividends received . ... ... .. ... . . . . . .

Dividends paid

Taxation

Corporation tax received. ......... ... ... ... ... ... ...

Corporation tax paid

Groupreliefpaid....... ... ...

Overseas tax paid

Capital expenditure and financial investment

Payments to acquire tangible fixed assets
Receipts from sales of tangible fixed assets

Acquisitions and disposals

Purchase of subsidiary undertaking
................................... 11

Purchase of business

....................... 11
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Notes 2002 2003 2004
£000 £000 £000

25 11,234 13,823 20212
306 318 298

(21) (1,682) (2,928)

—  (2,B36) —

6,071 — —

— (18,913) —

6,356 (23,113) (2,630)

237 — —

— (202 (672

—  (3,615) —

(1,101) _ (838) (316)
(864) (4,853)  (988)
(4,347) (5,761} (8,290)
2,495 99 13
(1,852) (5,662) (8,277)

— (51,866) —

— —  (2,016)

— (51,866) (2,016)




Year ended 31 March

Notes 2002

2003 2044

£000

Net cash inflow/(outflow) before management of liquid

£000 £000

resources and financing ... ...... ...... ... . ..... 14,874 (71,471} 6,301
Financing
Issue of ordinary share capital ........................... 19 — 2,640 14
New long-termloans ... ... ... ... ... ............ — 53,435 —
(Repayment)ireceipt of vendor loans ...................... (34,427) 13,045 (7,906)
(34,427) 69,120 (7,892)
Decreaseincash ... .. ... ... ... . ... ... . ........ (19,553) (2,351) (1.,591)
Reconciliation of net cash flow to movement in net debt
Year ended 31 March
Notes 2002 2003 2004
£000 £000 £000
Decreaseincash .............. e {19,553) (2,351) ({1,591)
Cash (inflow)/outflow from (increase)/decrease in loans . ... 34,427 (66,480) 7,906
Decrease/(increase) in net debt resulting from cash flows .. 25 14,874 (68,831) 6,315
Issue of loan note for non cash consideration ............. —  (2,556) —
Issue of paymentinkindnotes .......................... —  (1,128) (1,743)
Issue costs on new long-fermfoans . ..................... — 2,836

Amortisation of debtissue costs ... ... ... . ... . ... .. —

(284)  (378)

Settlement of debt for non cash consideration .. ........... — (22,398) —
Exchange differences. ................ ... ... oL (37) {321} (732)
Movementinnetdebt ......... ... ... ... ... ... ... ..... 14,837 (92,680) 3,462
Net cashf{debtyat 1 April . ............................. 30,074 44,911 (47,769)

Net cashf{debt)at 31 March ............. ..............

44911 (47,769) (44,307)

Notes to the financial information

1.

Accounting policies

Accounting convention

The financial information has been prepared under the historical cost convention and in
accordance with applicable accounting standards.

Basis of preparation and consofidation
Year ended 31 March 2002

The financial information for the year ended 31 March 2002 aggregates the results, assets
and liabilities of e2v Technologies (uk) Limited, e2v Technologies Inc, 2v Technclogies
Canada Limited and Marconi Applied Technologies SAS, which were wholly owned
subsidiaries of Marconi Corporation plc at that time. Inter-company trading and balances
between these entities have been eliminated in the preparation of the financial information.

Prior to the Management Buy Out, whilst subsidiaries of Marconi Corporation ple, the Marconi
Applied Techneologies Division was part of the tax arrangements of Marceni Corporation pic.
Where tax was borne by the individual companies, including where group reiief was paid for,
these amounts are included in the cornbined financial information. Such taxation and cash
flows may not be comparahle to those reported in subsequent financial periods.

Additionally, whilst subsidiaties of Marconi Corporation pic the Marconi Appfied Technologies
Division was part of the internal funding arrangements of Marconi Corporalion ple and
benefited from Marconi Corporation ple's centralised purchasing power. Following the
Management Buy Out, the Group has operated independently. Accordingly the overhead
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costs, cash flows and related interest prior to the Management Buy Out may not be
comparable to those reported in subsequent financial periods.

e2v Technologies SAS, a subsidiary of the Company, was a new company incorporated to
acquire only certain trading assets of Marconi Applied Technologies SAS as part of the
Management Buy Oul. The assets nof acquired were cash, amounts owed to and from
Marconi Corporation plc and nan-trading provisions. These are included in the 31 March 2002
balance sheet,

Year ended 37 March 2003
The Management Buy Out occurred in July and August 2002.

In the period prior to the Management Buy Out the financial information has been aggregated
on the same basis as the financial information for the year ended 31 March 2002, As from the
date of the Management Buy Out the financial information consolidates the financial
statements of e2v technologies pic and its subsidiary undertakings drawn up to 31 March.

The assets not acquired at the date of the Management Buy Out, as commented above, have
been eliminated from the financial information for the year ended 31 March 2003 and have
been separately identified in note 11.

At the time of the Management Buy Qut goodwill of £10,897,000 arose, being the difference
betwaen the cost of the Management Buy Out and the aggregate fair value of the identifiable
assels and liabilities acquired. This is being amortised over 12 years from the date of the
Management Buy Cut. Accordingly, the amortisation charges prior to the Management Buy
Out are not comparable to those reported in subsequent financial periods.

At the time of the Management Buy Qut, the Group entered into new funding arrangements to
finance the Management Buy Out and operate as an independent entity. Accordingly, the
cash flows and reiated interest prior to the Management Buy Out may not be comparable to
those reported in subsequent financial periods.

Year ended 31 March 2004

The financial information for the year ended 31 March 2004 consolidates the financial
statements of e2v technologies ple and its subsidiary undertakings drawn up to 31 March.
Depreciation

Freehold land is not depreciated and is held at historical cost. Depreciation is provided on all
other tangible fixed assets at rates calculated to write off the original cost, lass estimated
residual value, of each asset evenly over its expected useful life, as follows:

Freehold buildings — 50 years
Plant & machinery — 3 to 10 years
Office equipment, fixtures and fittings — 3 to 10 years

The carrying values of tangible fixed assets are reviewed for impairment in periods if events
or changes in circumstances indicate the carrying value may not be recoverable.

Goodwill

Positive goodwill is capitalised, classified as an asset on the balance sheet and amortised on
a straight line basis over its useful economic life up to a maximum of 20 years. 1t will be
reviewed for impairment at the end of the first full financial year following the acquisition and
in other periods il events or changes in circumstances indicate that the carrying value may
not be recoverable.

If & subsidiary or business is subsequently sold or closed, any goodwill arising on acquisition
that has not been amortised through the profit and loss account is taken into account in
determining the profit or loss on sale or closure.
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Intangible assets

Intangible assels acquired separately from a business are capitalised at cost. Intangible
assels acquired as part of an acquisition of a business are capitalised separately from
goodwiil if the fair value can be measured reliably on initial recognition, subject to the
constraint that, unless the assets have a readily ascertainable market value, the fair value is
limited to an amount that does not create or increase any negative gocdwill arising on the
acquisition. Intangible assets created within the business are not capitalised and expenditure
is charged against profit in the year in which it is incurred.

Intangible assets are amortised on a straight line basis over their estimated useful lives up to
a maximum of 20 years. The carrying value of intangible assets is reviewed for impairment at
the end of the first full year following acquisition and in other periods if events or changes in
circumstances indicate the carrying value may not be recoverable.

Leasing commitments

Rentals payable under operating leases are charged in the profit and loss account on a
straight line bhasis over the lease term.

Stock

Stock is stated at the lower of cost and net realisable value. Cost includes all costs incurred in
bringing each product to its present location and condition, as follows:

Raw materials, consumables and goods for resale — purchase cost on an average basis

Work in progress and finished goods — cost of direct materials and labour
plus atiributable overheads based
on a normal level of activity

Provisions

Provisions for the expected costs of maintenance and warranty claims are charged against
profits when products have been invoiced. The effect of the time value of money is not
material and therefore the provisions are not discounted.

Long-term confracts

Profit on long-term contracts is taken as the work is carried out if the final outcome can be
assessed with reasonable certainty. The profit included is calcufated on a prudent basis to
reflect the proportion of the work carried out at the period end, by recording turnover and
related costs (as defined in Stock above) as contract activity progresses. Turnover is
calculated as that proportion of total contract value which costs incurred to date bear to total
expected costs for that confract. Revenues derived from variations on contracis are
recognised only when they have been accepted by the customer. Full provision is made for
losses on all contracts in the period in which they are first foreseen.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not
reversed at the balance sheet date where transactions or evenis have occurred at that date
that will result in an obligation to pay more, or a right to pay less or to receive more, tax, with
the following exceptions:

« provision is made for tax on gains arising from the revaluation (and similar fair value
adjustments) of fixed assets, and gains on disposal of fixed assets that have been rolled
over into replacement assets, only fo the extent that, at the balance sheet date, there is a
binding agreement to dispose of the assets concerned. However, no provision is made
where, on the basis of all available evidence at the balance sheet date, it is more likely
than not that the taxable gain will be rolled over into replacement assets and charged to
tax only where the replacement assets are sold;
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= provision is made for deferred tax that would arise on remittance of the retained earnings
of overseas subsidiaries only to the extent that, at the balance sheet date, dividends have
been accrued as receivable;

+ deferred tax assets are recognised only to the extent that the direciors consider that it is
more likely than not that there will be suitable taxable profits from which the future reversal
of the underlying timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to
apply in the periods in which timing differences reverse, based on tax rates and laws enacted
or substantively enacted at the balance shest date.

Research and development

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

Foreign currencies

The balance sheets of overseas subsidiary undertakings are translated at the rate of
exchange ruling at the balance sheet date. The profit and loss and cash flow of overseas
subsidiary undertakings are translated at the average rate for the year. The exchange
differences arising on the retranslation of opening net assets is taken directly to reserves. All
other transfation differences are taken directly to the profit and loss account with the
exceplion of differences on permanent intercompany loans with the same characteristics as
equity, which are taken directly to reserves; and on foreign currency borrowings to the extent
that they are used to finance or provide a hedge against group equity investments in foreign
enterprises, which are taken directly to reserves together with the exchange difference on ihe
net investment in these enterprises. Tax charges and credits attributable to exchange
differences on those borrowings are also dealt with in reserves.

Derivative instruments

The Group uses forward foreign currency contracts to reduce exposure to foreign exchange
rates. The Group also uses interest rate swaps to adjust interest rate exposures.

The Group considers its derivative instruments qualify for hedge accounting when the
following criteria are met:

Forward foreign currency contracis

The criteria for forward foreign currency contracts are:

+ the instrument must be related to a firm foreign currency commitment;

» it must involve the same currency as the hedged item; and

* it must reduce the risk of foreign currency exchange movements on the Group’s
operations.

The rates under such confracts are used to record the hedged item. As a result, gains and
fosses are offset against the foreign exchange gains and losses on the refated financial
assets and liabilities, or where the instrument is used to hedge a committed future
transaction, are not recognised until the transaction occurs.

Inferest rate swaps
The Group's criteria for inferest rate swaps are:

» the instrument must be related to an asset or a liability; and

» it must change the character of the interest rate by converting a variable rate to a fixed
rate or vice versa.

Interest differentials are recognised by accruing the net interest payable. Interest rate swaps
are not revalued to fair value or shown on the Group balance sheet at the year end. If they are
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terminated early, the gain or foss is spread over the remaining maturity of the original
insirument.

Pensijon scheme arrangements

The Group contributes to group personal pension arrangements for its employges. The
pension cost is the amount of contributions payable in the year (see note 21).

Turnover

Turnover, which is stated net of value added tax, represents amounts invoiced to third parties,
except in respect of long-term contracts where turnover represents the sales value of work
done in the year, including estimates in respect of amounts not invoiced. Turnover in respect
of long-term contracts is calculated as thai proportion of total contract value which costs
incurred to date bear to total expected costs for that coniract.

Turnover is aftributable to two continuing activities, being the supply of electronic tubes and
sub-systems, as well as the supply of sensor components and sub-systems. The acquisition
of the automotive security business from Dynex Semiconductors Limited during the year
ended 31 March 2004 is considered immaterial for disclosure purposes, hence no analysis of
continuing acquisitions is made.

An analysis of turnover, profit and net assets by aclivity is given below:

Year ended 31 March

2002 2003 2004
£000 £000 £000
Group turnover
Electronic Tubes
— Medicaland Science . .......... .. ... .. ... ........ 14,784 15,816 16,506
— Aerospace and Defence . ....................o.... 16,426 14,342 13,731
— Commercial and Industrial ......................... 31,965 28,511 23,850
63,175 58,669 54,087
Sensors
— Medicaland Science . ........... . 6,941 10,869 12,350
— Aerospace and Defence ........................... 16,801 16,771 16,910
— Commercial and Industrial . ......... e 8,659 6,576 14,219
32,401 34,216 43,479
Total L e s 95,576 92,885 97,566
Operating profit
— Electronic Tubes . ... ... .. ... . ... 21,834 18,692 13,539
—— NSO S ...t e 7,613 8,355 11,393
—Central overheads .. ......... ... ... .. (20,572) (20.284) (15,077)
8,875 6,763 9,855
Net assets/(liabilities)
—Electronic Tubes . ... ... ... .. 13,920 10,966 13,006
= 1= 11510 = J R 13,536 13,261 15,974
— Central unallocated net assets/(liabilities). ........... 57,534 (19,674  {21,916)
84,990 4,553 7,064

Central unallocated net assets/(liabilities) comprise certain fixed assets, debtors, creditors,

loan notes, net debt and taxation.
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An analysis of turnover, profit and net assels by geographical market is given below:

Year ended 31 March

2002 2003 2004
£000 £000 £000
Group turnover
Turnover by destination:
United Kingdom . ... ... 24,222 26,006 29,893
United States ... ... .. i e 38,147 32,860 30,313
Restofthe World . ....... ... .. s 33,207 34,019 37,360
95,576 92,885 97,566
Turnover by origin:
United Kingdom ... ... ... . e 52,994 53,697 60,566
United States . ... o e 37,975 32,578 30,910
RestoftheWorld. ....... ... ... ... ... ... ... ....... 4,607 6,610 6,090
95,576 92,885 97,566
Operating profit
United Kingdom ... ........ .. .. . 6,717 4,873 8,649
United States . ..........c i e e 1,665 1,470 1,062
RestoftheWorld. ....... ... .. .. ... . ... ... .......... 493 420 144
8,875 6,763 9,855
Net assets
United Kingdom ... ... ... 53,970 2,696 5,437
United States . ... e e 15,516 1,636 1,275
RestoftheWorld. .. ...... ... ... ... ... ... ........ 15,504 221 352
84,990 4,553 7,064
Operating profit
Year ended 31 March
2002 2003 2004
£000 £000 £000
The operating profit is stated after charging:
Depreciation of owned fixad assets ......................... 4,268 4723 5,419
Auditors’ remuneration — audit services ... ... 53 59 84
— non-audit services ................ — — 11
Operating lease rentals — land and buildings ................ 178 171 182
— plant and machinery .............. 179 395 355
Amortisation of patents and goodwill . ....................... 29 716 1,084
Environmental costs. ............ ... .. 500 346 402
Resfructuring costs ....... ... . . . i 1,674 681 124
Productwarranty casts . ... ... .. ... i, 1,475 1,544 2,632
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Directors’ emoluments

The remuneration of the statutory directors for the period from incorporation of the Company
to 31 March 2004 is as follows:

Year ended 31 March 2003

Prior to incorporation of the Company the business did not form a legal group and there were no
statutory directors of e2v technologies plc. The information provided below is based on the
remuneration of the direclors of the Company for the period from incorporation to 31 March 2003:

Basic Performance
For the period from the incorporation of salary related Total
the Company to 31 March 2003 and fees Benefits bonuses 2003

£ £ £ £

Executive directors:
KAttwood . ....... .. ... ... .......... 104,351 9,304 36,000 149,655
M Hannant ........... e 52,633 6,628 — 59,261
Non-executive directors:
MHassall ............................ 28,821 — — 28,821
i Slaughter ................ .. ... .... 18,013 — — 18,013
dDavison ... ... — — — —
| Godden........ ... ... . . — — — —

203,818 15,932 36,000 255,750

Year ended 31 March 2004

The remuneration of the directors of the Company for the year ended 31 March 2004 is as
follows:

Basic Performance
salary related Total
and fees Benefits benuses 2004
£ £ £ £
Executive directors:
KAttwood ............................ 146,000 10,533 33,030 189,563
MHannant .................... e 83,600 8,733 18,350 110,683
Non-executive directors:
MHassall ............................ 40,000 —_ —_ 40,000
!'Slaughter ..... ...................... 25,000 — — 25,000
JDavison ... ... ... —_ — -_— —
VGodden. ... 25,000 — — 25,000
319,600 19,266 51,380 390,246

The Company has contracted for consultancy services with Horne Roberts, a company in
which Messrs Hassall and Slaughter have an interest, Amounts paid under the agreement for
the period ended 31 March 2004 amounted to £105,415 (2003: £284,988; 2002: £nil). The
Group has also contracted for consultancy services with Roland Berger, a company in which
| Goddan has an interest. Amounts paid under the agreement in the year ended 31 March
2004 amounted to £38,150 (2003: £nil, 2002; £nil}.

In the year ended 31 March 2004, the Group paid fees to 3i plc for the services of J Davison
of £27,500 (2003: £nil; 2002 Enil}.

The Group contributed to each director's stakeholder pension for the period from the
Management Buy Out to 31 March 2003 and for the year ended 31 March 2004 as follows:

2003 2004

£000  £000
KAWoOd . ... g 9
MHannant. ... e 4 5




Staff costs

Year ended Year ended Year ended

31 March 31 March 31 March

2002 2003 2004

£000 £000 £000
Wagesandsalaries............................ 32,486 31.325 30,571
Social security costs . ... ... ... 3,175 3,366 3,400
Other pension costs {note 21). .................. 1,224 1,564 1,080
36,885 36,255 35,051

The average monthly number of employeses (including executive directors) during the year

was as follows:

Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
No. No, No.
Manufacturing - ... ... . 921 911 881
Administration _. .. ... L 434 428 411
1,355 1,338 1,282
Interest receivable
Year ended Year ended Year ended
31 Mareh 31 March 31 March
2002 2003 2004
£000 £600 £000
Interest receivable on loan lo
Marconi Corparationplc .. .......... .. ... ... §43 180 —
Bank interestreceivable ... .......... ... L 148 309 298
791 489 298
Interest payable
Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
£000 £000 £000
Interest payable on overdrafts and bank loans .. .. 21 2,298 3,134
interest payable onotherloans_. ... .. ... ... .. _. — 1,243 1,998
Amortisation of issue costsondebt. ............. — 284 378
21 3,825 5510
Tax on profit on ordinary activities
Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
£000 £060 £000
{a) The tax charge represents:
UK corporation tax - current year .. ............ 2,335 435 1,177
— prioryear ... ....... .. ... _{128) — (268)
2,210 435 909
ForefgntaX ... ... ... e (267) 673 380
Total currenttax (8(b)y ... ... ... . ... ... e 1,843 1,108 1,299
Deferred tax — origination and reversal of timing
differences. . ... .. i {146) {101) 63
1,797 1,007 1,362
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10.

(b} The tax assessed on the profit on ordinary activities for the year varies from the
standard rate of corporation tax in the United Kingdom. The differences are explained

below:
Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
£000 £000 £000
Profit on ordinary activities before tax . ......... .. 9,645 3,427 4,643
Profit on ordinary activities multipiied by standard
rate of corporation tax in the UK of 30% (2003:
30%; 2002: 30%) ... ... 2,894 1,028 1,393
Effect of:
Disallowed expenses and non-taxable income .. .. 23 167 318
Research and development tax credit . ........... — {125) (192)
Depreciation in excess/(arrears) of capital
allowances. ............... ... e 65 119 (45)
(Lower)/higher taxes on overseas earnings ....... (919) {3) 111
Other timing differences ... ..................... 5 {78) {18)
Tax overprovided in previous years .............. {125) — (268)
Current tax charge for theyear. . ................ 1,943 1,108 1,288

(c} Deferred tax is provided at 30% in the financiai statements as follows:

Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
£000 £060 £600
Capital allowances in advance of depreciation . ... 470 379 425
Short term fiming differences ... ................ (7 an —
Provision for deferred tax (note 17) .............. 463 362 425

Prior to the Management Buy Out, whilst subsidiaries of Marconi Corporation plc, the Marconi
Applied Technologies Division was part of the tax arrangements of Marconi Carporation plc.
Where tax was borne by the individual companies, including where group relief was paid for,
these amounts are included in the combined financial information. Such taxation and cash
flows may not be comparable to those reported in subsequent financial periods.

Dividends
Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
£000 £000 £000

Dividend receivable — from Marconi Data
Systems SA ... 6,071 — —

Equity dividends on ordinary shares:
Dividends payable on Ordinary shares — final
Pald . .. — 27,999 —

Earnings per ordinary share

The caleulation of earnings per share for the year ended 31 March 2004 is based on earnings
of £3,281,000 being the profif for the year and on 2,647,728 ordinary shares, being the
weighted average number of ordinary shares in issue during the year.

The calculation of earnings per share for the year ended 31 March 2003 is basad on garnings
of £2,420,000 (2002: £13,918,000) being the profit for the year and on 2,638,637 (2002;
2,638,637) ordinary shares, being the weighted average number of ordinary shares as
explained below. As the Group did not exist as a statutory group of companies prior to the
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Management Buy Out, for comparative purposes the 2002 and 2003 earnings per share has
been calculated on the basis of the average number of shares in issue from the date of

acquisition to 31 March 2003.

Intangible fixed assets

Patents Goodwill Total
£000 £000 £000

Cost:
At 31 March 2002 ... .. ... e 122 459 581
Adjustment on the Management Buy Out ... ........... {(15) (60} {75}
Arising on the Management Buy Out ........... ... ... ... o~ 10,897 10,897
At31 March 2003 ... ... 107 11,296 11,403
Arising on acquisition of subsidiary undertakings ......... —_ 1,491 1,491
Adjustment for fair values of net assets acquired * ... .. ... — 402 402
At31 March 2004 ... ... .. 107 13,189 13,296
Amortisation:
At31 March 2002 . ... ... 14 54 68
Adjustment on the Management Buy Qut . ... ... ........ (15) (60) {75)
Provided duringthe year................... e _ B 704 710
At31 March 2003 ... .. ... .. e 5 698 703
Provided duringtheyear.... ... ... ... ................ 6 1,078 1,084
At31 Mareh 2004 . .. ... .. 1 1,776 1,787
Net book value at 31 March 2004 .. ..................... 96 11,413 11,509
Net book value at 31 March 2003 ... ...... ... ......... 102 10,598 10,700

|

* The adjustment of £402,000 in the year ended 31 March 2004 reflecis an additional
provision arising on the Management Buy Out. This has been determined foilowing an
environmental study and report performed in the current year. The effect of this adjustment
has been to increase goodwill on acquisition and provisions by £402,000.

Intangible assels are being amortised as follows:

Goodwili of £11,299,000 arising on the Management Buy Out of the Marconi Applied
Technologies Division is being amortised evenly over the directors’ estimate of its useful
economic life of 12 years;

Goodwill of £4,399,000 arising on the acquisition of the high power satcom business from
Siemens in 1999 was being amortised evenly over its estimated useful economic life of
20 years, After an impairment review during the year ended 31 March 2004, this has been
adjusted to 15 years. The outstanding balance will be amortised evenly over the remaining
10 years;

Goodwill of £1,481,000 arising on the acquisition of the automotive security business from
Dynex Semiconductors Limited during the year ended 31 March 2004 is being amortised
avenly over the directors' estimate of its useful economic life of six years; and

Patents were being amortised evenly over their useful economic life of 20 years. After an
impairment review during the year ended 31 March 2004 this has been adjusted to
15 years. The outstanding balance will be amortised evenly over the remaining 10 years.

Goodwill arising on the Management Buy Out:

On 12 July 2002 the Company acquired Marconi Applied Technologies Limited (since
renamed e2v Technologies (uk) Limited) and Marceni Applied Technologies Inc. (since
renamed e2v Technologies Inc.) for a consideration of £51.9m. On 14 August 2002 the
Company acquired the assets and trade of Marconi Applied Technologies SAS together with
assigned trade debts for a further consideration of £2.5m.
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Net assets acquired during the Management Buy Out;

Book value
Baok value Book value and
of assets of assets fair value
pre-acquisition not acquired to Group
£000 £000 £000
Intangible fixed assets ...................... 5068 — 506
Tangible fixed assets . ........... ... ... ..... 18,033 7 18,026
Stock . ..o 21,940 (6) 21,946
Deblors . ...t i e 18,910 77 18,833
Cash ... .. 2,744 285 2,459
Creditors due withinone year ............... {15,124) {146) {14,978}
Provisions for liabilities and charges.......... {(3.429) (162) {3,267)
LOoaNS .. e e 13,826 13,826 —
Netassets ....... ... ., 57,406 13,881 43,525
Gaodwill arising on the Management Buy Out 10,897
54,422
Discharged by:

Conslideration
paid
£000

Loan Note .. . e e e 2,556
Cash . ................... e 50,012
52,568
Costs associated with the Management Buy Out ......................... 1,854
54,422

On 23 August 2003 the Company acquired the trade and assets of Dynex Semiconductors
Limited's automotive security business for a consideration of £2,016,000.

Net assets at date of acquisition:

Book Fair value Fair value
value adjustments to Group
£000 £000 £000
Tangible fixed assets . ............ ... ... .. .. — 300 300
SHOCK . .. e 286 — 286
Creditors due withinone year ... .................... (46) — (46}
Provisions for liabilities and charges ................. {15) — {15}
Netassets ... ... 225 300 525
Goodwill arising on acquisition ...................... 1,791 {300} 1,491
2,016 — 2,016
Discharged by:
_£000
LT - o e 1,970
Costs associated with the acquisition ...... ... .. . .. 46
2,016

The resulting goodwill is being amortised over the directors’ estimate of its useful economic

life of six years.
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12, Tangible fixed assets

13.

Cost:

At 31 March 2002. .. ......
Additions. .......... ... ...

Adjustment on the

Management Buy Out* ..
Disposals ................

Reclassification between

categories. . ............

At 31 March 2003.........
Additions. .................
Additions from acquisition of

business ...............
Disposals ................

Reclassification between

categories...... P
Transfers from payments on
aeecount . ... ...,

At 31 March 2004..........

Depreciation:

At 31 March 2002..........
Provided during the year. . ..

Adjustment on the

Management Buy Out® . ..
Disposals . ................
At 31 March 2003.........
Provided during the year. ...
Disposals . ................

Reclassification between

categories. ..............
At 31 March 2004..........

Net book value at 31 March

2004

Net book value af 31 March

2003

Office Payments
equipment, on account &
Freehold Plant and  fixtures & assets under
land & buildings machinery fittings construction Total
£000 £000 £000 £000 £000

4,384 48,437 10,604 2.441 65,866
— 2177 1,098 2,612 5,887
(3,423) (35,797) (9,237) — (48,457)
— {581) (880) — (1.471)

52 2,029 330 (2,411) —
1,013 16,2585 1,815 2,642 21,825
—_ 2,578 1,746 3,966 8,290

—_ 295 5 — 300
—_ (30} (509) — (539)

4 {715) 711 — —_

— 1,153 1,450 (2,603} —
1,017 19,536 5,318 4,005 29,876
3,409 35,779 8,874 — 48,062
124 3,449 1,150 _ 4,723
(3,423) (35,797) {9,237) — {48,457)
—_ (518} (747) — {1,265}
110 2,913 40 —_ 3,063
101 3,835 1,483 — 5,419
—_ (30) {496) — (526)

— (548) 548 — —

211 6,170 1,575 — 7,956

806 13,366 3,743 4,005 21,220
903 13,342 1,875 2,642 18,762

* Adjustment on the Management Buy Cut adjusts cost and accumulated depreciation to net
book value at the date of the Management Buy Out,

Stock

Raw materials and consumables
VOTK N PrOgTESS .. o i i e e e

Contracts work in progress

Contracts payments on account
Finished goods and goods for resale
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At At
31 March 31 March
2003 2004
£000 £000
5,601 7,367
5,704 6,799
1,189 2,631
(799)
5,659




14.

15.

16.

Debtors

Trade debtors . ... ... i e
Otherdebtors ... ... . e
Prepayments and accrued income . .......... ... ... i
Corporation tax . ... .

Creditors: amounts falling due within one year

Currentinstalments dueontleans. ............. .. i,
Payments received onaccount . ... ... ... il
Tradecreditors . ....... .. ... . e
Other faxation and social security costs . ........ ... ... ... ...
Other credifors . ... .. . e
Accruals and deferred income. .. .......... ... .o
Corporation tax . ... ... e

Creditors: amounts falling due after more than one year

Loans

Amounts falling due:

In more than one year but not more thantwo years ...............
In more than two years but not mare than fiveyears...............
Inmore thanfive years . ... ... i e

Details of loans not wholly repayable within five years are as follows:

Secured oan 2% over LIBOR (2003: 2.25%):

Repayable 1 May 2008 . ... ... . e
Repayable 1 November 2008 ........... ... ... ... i ..
Secured loan 2.5% over LIBOR (2003: 2.75%):

Repayable 12 July 2009 . ... ... . .
Secured loan 3.5% over LIBOR (2003: 3.75%):

Repayable 12 January 2010 ... ... ... . ... ... ... ..
9% loan notes repayable in 8 monthly instalments from June 2010

toJdune 2012 . . e
6% unsecured loan notes with no fixed repayment date . ...........

888, 88U COSIS . . e e
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At At
31 March 31 March
2003 2004
£000 £000
22,753 22,160
636 540
818 2,613
152 —
24 359 25,313
At At
31 March 31 March
2003 2004
£000 £000
607 1,587
1,184 3,448
4,800 11,839
760 863
426 1,724
8,263 5,882
— 209
16,040 25,552
At At
31 March 31 March
2003 2004
£000 £000
1,872 2,460
14,516 14,582
37572 30,153
53,960 47,195
At At
31 March 31 March
2003 2004
£000 £000
3,800 —_
1,800 —
5,000 4,366
5,000 4,366
19,964 21,706
_2,671 =
38,235 30,438
(663) (285)
37,572 30,153




17.

18.

The loans are secured by a floating charge over the net assets of the Group.

Provisions for liabilities and charges
Deferred Product
taxation Restructuring Environmental warranty Total
£000 £000 £000 £000 £000
At 31 March 2002 . ...... 463 : 236 500 2,525 3,724
Arising during the year ...  (101) 681 346 1,544 2,470
Utilised................. — {796) (40) (1,394) (2,230)
Adjustment on the
Management Buy Qut
{seenote 11} ......... = = = 182y _ (162)
At 31 March 2003 ....... 362 121 8086 2,513 3.802
Arising during the year . .. 63 124 402 2,632 3,221
Fair value adjustment
{see note 11) ......... — — 402 — 402
On acquisition made
during the year........ — — — 15 15
Utilised ... .............. — (194) {208) (1,975) (2,377}
At 31 March 2004 ....... 425 51 1,402 3,185 5,063
In accordance with FRS 19 provision has been made in full for deferred taxation.
Restructuring
A provision is recognised for expected restructuring costs relating fo the reduction in
employees planned. It is expected that all costs provided will be utilised in the next financial
year.
Environmental
A provision is recognised for expected environmental costs relating to UK manufacturing
operations. It is expected that most of these costs will be incurred within two years of the
balance sheet date.
Product warranty
A provision is recognised for expected claims on products soid in the warranty period. The
warranty period can be date based or hours usage based. It is expected that most of these
costs will be incurred in the next financial year, and all will have been incurred within four
years of the balance sheet date.
Share capital

Authorised

At At At At

31 March 31 March 31 March 31 March

2003 2004 2003 2004

No. No. £000 £000
Ordinary shares of 10p each .......... 409,041 409,091 41 4
A Ordinary shares of 1p each ......... 2,045,455 2,045,455 20 20
B Ordinary shares of £1 each ....... .. 272,727 272,727 273 273

M 3
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Allotted, called up and fully paid

At At At At
31 March 31 March 31 March 31 March

2003 2004 2003 2004

No. Na. £000 £000

Ordinary shares of 10p sach ... ..... .. 388,636 388,636 39 39
A Ordinary shares of 1peach ......... 2,045,455 2,045,455 20 20
B Ordinary shares of E1 each . ...... .. 204,546 218,182 205 218
264 278

The Company was incorporated on 15 May 2002 with an authorised and allotted share capital
comprising 1 Ordinary share of £1.

On 11 July 2002 the authorised share capital was increased from £1,000 to £334,091 by the
creation of 2,045,455 A Ordinary shares of 1p each, 271,727 B Ordinary shares of £1 each
and a further 409,081 Ordinary shares of 10p each.

The Ordinary shares were issued with an aggregate nominal value of £38,864 for cash of
£388,636.

The A Ordinary shares were issued with an aggregate nominal value of £20,454 for cash of
£2,045,455.

The B Ordinary shares were issued with an aggregate nominal value of £204,546 for cash of
£206,591.

During the year ended 31 March 2004, 13,636 B Ordinary Shares were issued with an
aggregate nominal value of £13,636 for cash of £13,772.

All three classes of shares carry equal voting rights.
All three classes of shares are treated as one class of share in respect of dividend rights.

On a return of assets on liquidation or capital reduction or otherwise, the assets of the

Company remaining after the payment of its liabilities shall be applied in the following order of

priority:

» Firstin paying to the holders of the A Ordinary shares £1.00 per share together with 2 sum
equal to any arrears or accruals of any dividend declared;

» Second in paying to the holders of B Ordinary shares and the Ordinary shares, equally as
if they constituted one class of share, £1.00 per share in the case of the Ordinary shares
and £1.01 per share in the case of the B Ordinary shares, in each case together with a
sum equal to any arrears or accruals of any dividend declared;

+ The balance of the assets shall be distributed amongst the holders of the Equity Shares
(equally as if they were one class of share) in proportion to the numbers of A Ordinary
shares, B Ordinary shares and Ordinary shares held by them respectively.
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20.

21.

Reconciliation of movements in shareholders’ funds/(deficit) and movement on

reserves

Aggregated Share Profit Total
share Share premium and loss shareholders’
value capital account account funds
£000 £000 £000 £000 £000

At 31 March 2001 ......... 4,405 — — 66,700 71,105
Profit forthe year .......... — - —_ 13,919 13,918
Exchange differences ... ... {25) = — {9} {34}
At 31 March 2002 ......... 4,380 — — 80,610 84,980
Loss for the period {0 the

Management Buy Qut . ... —— — — (27,584) (27,584}
Adjustment at the

Management Buy Out

(seenote 11)............ {4,380) — — (53,026) (57.406)
Issue of shares . ........... —_ 264 2,376 — 2,640
Profit for the period from the

Management Buy Out . . .. — —_ — 2,005 2,005
Exchange differences ...... — = — (92) {92}
At 31 March 2003 ......... — 264 2,376 1,913 4,553
Issueofshares ............ — 14 — — 14
Profit for the year .......... — -_ —_ 3,281 3,281
Exchange differences ...... . — = — {784} {784)
At 31 March 2004 ......... 278 2,376 4,410 7,064

Prior to the Management Buy Out the share value has been generated by aggregating the
issued share capital of the individual companies within the Marconi Applied Technalogies
Division. Post the Management Buy Out, the share capital represents the share capital of the
Company as required in the preparation of consolidated accounts.

Obligations under operating leases

At 31 March 2003 and 2004 the Group had annual commitments under non-cancellable
operating leases as follows:

Land and bulldings Other
At At At At
31 March 31 March 31 March 31 March
2003 2004 2003 2004
£000 £000 £000 £000
Operating leases which expire:
Withinaoneyear ....................... 69 — 77 218
Intwotofiveyears .................... 139 182 304 163
208 182 381 381

Pensions

The Group operates three defined contribution pension schemes, the e2v Technologies
Directors Standard Life Pension Scheme, the e2v Technologies Employees Norwich Union
Pension Scheme and the e2v Technologies Inc 401K Pension Scheme. The costs incurred in
relation to these schemes, during the vear ended 31 March 2004 were £1,080,000 (2003:
£729,000; 2002: £nil). There were no outstanding contributions at 31 March 2004 (2003: £nil;
2002: £nil).

Prior to the Management Buy Out, employees were eligible o join the G.E.C. 1972 Plan, a
company pension scheme operated by Marconi. In the three months prior to the Management
Buy Out the costs incurred were £835,000 {Year ended 31 March 2002: £1,224 000).
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23,

24,

Related party transactions

The Company has coniracted for consultancy services with Horne Roberts, a company in
which Messrs Hassall and Slaughter have an interest, Amounts paid under the agreement for
the year ended 31 March 2004 amount to £105,415 (2003: £284,988; 2002: £nil), and the
Company owed Enil under the agreement at 31 March 2004 {2003: £19,500; 2002: £nil}.

The Company has contracted for consultancy services with Roland Berger, a company in
which lan Godden has an interest. Amounts paid under the agreement for year ended
31 March 2004 amounted to £38,150 (2003: £nil; 2002: £nil), and the Group owed £nii under
the agreement at 31 March 2004 (2003: £nif; 2002:£nil}.

Capital commitments

Amounts contracted for but not provided in the financial statements amounted to £2,622,000
(2003: £2,348,000; 2002; £762,000).

Derivatives and other financial instruments

Prior to the Management Buy Out, the Group was part of the internal funding arrangements of
Marconi ple. Funding was provided through intercompany loans. The principal financial
instruments, other than derivatives, held by the Group, comprised cash and intercompany
loans and trade debtors and trade creditors arising directly from operations.

The policies discussed below are those of the Group following the Management Buy Out.

Following the Management Buy Out the Group’s principal financial instruments, other than
derivatives, comprise bank loans, loan notes and cash. The main purpose of these financial
instruments is to raise finance for the Group's operations. The Group has various other
financial instruments such as trade debtors and trade credilors, that arise directly from its
operations.

The Group also enters into derivative transactions (principally interest rate swaps and forward
currency contracts). The purpose is to manage the interest rate and currency risks arising
from the Group's operations and its sources of finance.

It is, and has been throughout the period under review, the Group’s policy that no trading in
financial instruments shall be undertaken.

The main risks arising from the Group's financial instruments are interest rate risk, liquidity
risk and foreign currency risks. The board reviews and agrees policies for managing each of
these risks and they are summarised below.

Interest rate risk

The Group has sterling denominated borrowings at both fixed and floating rates of interest
and uses interest rate swaps to generate the desired interest profile and to manage the
Group’'s exposure to interest fluctuations. The Group's policy is 10 maintain as much of its
barrowings as possible as fixed rates of interest 1o minimise this exposure. At the year end,
100% (2003: 100%) of the Group's borrowings were at fixed rates of interest after taking
account of interest rate swaps. In 2002, the Group had no borrowings. The terms of the
interest rate swap match the terms of the floating rate loans to maximise the effectiveness of
the hedge.

Liquidity risk
The Group's objective is to maintain a balance between continuity of funding and flexibility
through the use of averdrafts, bank loans and loan notes. The Group’s policy is to use funds

in excass of the ongeing operating requirements to make early repayments against the bank
borrowings on an annual basis.

The Group’s cbjective is to maintain a positive cash balance at a level adequate for daily
operations while retaining the option to use overdraft facilities for short term flexibility as
necessary.
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Foreign currency risk

The Group has operations in the United States, France, Canada and Germany. As a result,
the Group's balance sheet can be affected by movements in the sterling exchange rates with
each of those counfries. The Group does not currently hedge against this exposure, other
than using natural hedges where appropriate, such as purchasing components in US dollars
or euro.

The Group has transactional currency exposures. Such exposures arise from sales by an
operating unit in currencies other than the unif's functional currency. The Group sells
approximately 70 per cent of its sales outside the UK, much of which is non sterling and
therefore subject to foreign exchange movements as all product is manufactured in the UK.
The Group manages its transactional currency exposures centrally by using roll forward
currency contracts o minimise these currency exposures. The forward currency contracts
must be in the same currency as the hedged item. The majority of these contracts are entered
into to hedge against cash received on US$ sales.

At 31 March 2004, the Group had hedged 100 per cent of its forecast US$ cash flow,
extending to 31 March 2005, The foreign exchange strategy is set by the directors and is
operated within these parameters with the assistance of specialist foreign exchange advisors.

With the exception of the analysis of currency exposures, the disclosures below exclude
short-term debtors and creditors.
Interest rate risk profile of financial liabilities

The interest rate profile of the financial liabilities of the Group as at 31 March is as follows:

Fixed rate
financial
liabilities
£000
2003
S EIliNg oo e e e 54,567
2004
L] (=7 T A 48,782
Fixed rate financial
liabilities
Weighted
Weighted average
average periocd for
interest which rate
rate is fixed
% Years
2003
Sterling . ... 8.7 5.9
2004
Sterling . ... 87 5.2

The amounts shown in the tables above take inte account the interest rate swap used to
manage the interest rate profile of financial liabilities.

The floating rate financial liabilities comprise sterling denominated bank loans that bear
interest at rates based on LIBOR plus an average of 3.6% (2003: 3.6%), which are then fixed
through the use of interest rate swaps.

Interest on some of the financial liabiliies is converted into payment in kind notes in
accordance with the terms of the loan agreement.
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The interest rate profile of the financial assets of the Group as at 31 March is as foliows:

Floating rate

financial
assets
£000
2003
Sterling . e 3,914
LS Qollar. ..o e 1,935
e 2 949
(o) 7= | 2 S 6,798
2004
£ =T 115 1,635
US Qollar. .. .. e 1,286
1] o J U 1,554
o] =) 4475

Floating rate financial assets comprise cash deposits bearing interest at either daily rates or
seven day rates.

Currernicy exposures

Gains and losses arising from the Group’s net investment overseas (in other words its
structural currency exposures) are recognised in the statement of total recognised gains and
losses.

The table below shows the Group's currency exposures; in other words, those transactional
(or non-structural) exposures that give rise to the net currency gains and losses recognised in
the profit and loss account. Such exposures comprise the monetary assels and monstary
liabilities of the Group that are not denominated in the operating {or “functional”) currency of
the operating unit invoived.

At 31 March, these currency exposures are as follows:

Net fareign currency monetary
assets/(liabilities)

Sterling US dollar Other Total

£000 £000 £000 £000
Functional currency of Group operations
2003
Sterling. ... — 833 374 1,207
Other ... . e 458 — - 458
458 833 374 1,665
2004
Sterling. . ... — (158) 492 334
07 { 011 o 405 — = 405
405 (158) 492 739

il
|

The amounts shown in the table above take into account the effect of forward foreign
currency contracts entered inlo to manage these currency exposures.

At 31 March 2004, the Group also held open various forward foreign currency contracts taken
out fo hedge future firm foreign currency commitments.
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Maturity of financial fiabilities

The maturity profile of the Group’s financial liabilities at 31 March is as follows:

2003 2004

£000 £000
Inone yearorless, orondemand............... ... . ... ... 607 1,587
In more than one year, but not more thantwo ...................... 1,872 2,460
In more than two years, bul not more thanfive. ..................... 14,516 14,582
Inmorethanfive years. .......... . . i e 37,572 30,153

54,567 48,782

Borrowing facilities

Following the Management Buy Out, the Group has various borrowing facilities available to it,
which are repayable on demand. The undrawn committed facilities available at 31 March in
respect of which all conditions precedent had been met at that date are as follows:

2003 2004
£000 £000
Expiring inmorethantwo years . ............... ... . i, 4,832 5,695

Falr values of financial assets and financial liabilities

Set out below is a comparison by category of book values and fair values of the Group's
financial assets and financia! liabilities as at 31 March:

Book value Fair value Book value Fair value
31 March 31 March 31 March 31 March
2003 2003 2004 2004
£000 £000 £000 £000
Primary financial instruments
Short-term borrowings and current
portions of long term borrowings . ... {607} (607) (1,587) (1,587)
Long-term borrowings. ............... (53,960) {53,960} {47,195) (47,195)
Cash and short-term deposits ........ 6,708 6,798 4,475 4,475

Derivative financial instruments held
to manage the interest rate profile
Interest rate swaps . ........... .. ... — {281) — (114)
Derivative financial instruments held
to hedge the currency exposure
on firm future commitments
Forward foreign currency contracts . . .. — (125) — 1,336

Market values have been used to determine the fair value of interest rate swaps and forward
foreign currency contracts. The fair value of all other items have been calculated by
discounting the expecled future cash flows at prevailing interest rates.

Hedges
The Group’s policy is to hedge the following exposures:

+ Interest rate risk; and

+ Transactional currency exposures and currency exposures on future committed sales.
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Gains and losses on instruments used for hedging are not recognised until the exposure that
is being hedged is itself recognised. Unrecognised gains and losses and deferred gains and
losses on financial instruments used for hedging are as follows:

Gains Losses Total
£000 £000 £000
2003
Gains and losses arising in previous years that were
recognised in 2003 ... ... e e 8 (328) {320y
Gains and lossas unrecognised at 31 March 2003 ... ........ 18 {143) {125)
Of which:
Gains and lossas expected to be recognised in the profit and
loss accountin 2004. .. ... ... . ... 18 {143) (125)
2004
Gains and losses arising in previous years that were
recognised iN 2004 . ... .. e 18 (143) (125)
Gains and losses unrecognised at 31 March 2004 ... .. ...... 1,336 — 1,336
Of which:
Gains and losses expected to be recognised in the profit and
loss accountin 2005, . .. ... . e e 1,161 —m 1,161

MNotes to the statement of cash flows

(a) Reconciliation of operating profit to net cash inflow from operating activities

Year ended Year ended Year ended
31 March 31 March 31 March
2002 2003 2004
£000 £000 £000
Operatingprofit. .............. ... ... ... .. ... 8,875 6,763 9,855
Depreciation and impairment of tangible fixed
assets. ... . 4,268 4,723 5,419
Amortisationof patents. .................... ..., 6 B 6
Amortisation of goodwill . ...... ... 23 704 1,078
(Decrease)fincrease in prepayments on contracts (1,215) (309) 2,264
Decrease/(increase) indebtors ... ............... 4,518 (2,097) {1,108)
Decrease/(increase) instock . ................... 1,411 5,293 (3,921}
{Decrease)/increase in credifors . . ............... {7,344) {1.439) 5672
Increase inprovisions . ..............coeiiiinan. 692 179 945
Net cash inflow from operating activities... .. ..... 11,234 13,823 20,212

Within net cash inflows from operating activities were cash outflows of £194,000 (2003;
£644,000; 2002: £nil} in respect of restructuring costs, £208,000 (2003: £40,000; 2002: £nil)
in respect of environmental costs and £60,000 (2003: £846,000; 2002: £nil) were incurred in
respect of costs associated with the Management Buy Out.

(b) Analysis of net debt

At At
31 March Cash Exchange 31 March
2001 flow differences 2002
£00D £00D £000 £000
Cash. . ...... .. ... . 29,060 (19.553) (37) 9,470
Loans ... ... 1,014 34,427 — 35,441
30,074 14,874 37 44,911
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Interest Non-cash

At converted settlemnent At
31 March Cash to loan Issue  of vendor Exchange 31 March

2002 flow notes costs debts differences 2003

£000 £000 £000 £000 £000 £000 £000
Cash ............ 9,470 (2,351) — — — {321) 6,798
Marconi loans .... 35441 (13,045) — —  {22,396) — —
New loans. ....... — (53,435) (1,128) 2552  (2,556) —  (54,567)

44911 (68831) (1.128) 2552 (24.952) (321)  (47.769)

Issue costs comprise £2,836,000 on new long-term loans and £284,000 amortisation of issue
costs during the year. Non-cash settiement of vendor debts represents funding balances with
Marconi Corporation plc seftled as part of the consideration paid at the time of the
Management Buy Out.

Interest
At converted At
31 March Cash to loan Issue Exchange 31 March
2003 flow notes costs differences 2004
£000 £000 £000 £000 £000 £000
Cash.............. 6,798  (1,591) — — (732) 4,475
Loans ............. (54,567) 7,906 (1,743)  (378) — (48,782}

(47,769) 6,315 (1,743)  (378) (732) (44,307)

Yours faithfully

Ernst & Young LLP
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PART VI

Pro-forma Statement of Netf Asseis
Ernst & Young LLP

£l ERNST & YOUNG 1 More London Place

SE1 2AF

The Directors, 19 July 2004
e2v technologies ple

106 Waterhouse Lane

Chelmsford

Essex

CM1 2QU

The Directors,

N M Rothschild & Sons Limited
New Court

St Swithins Lane

London

EC4P 4DU

Dear Sirs

e2v technologies plc (“‘the Company”)

We report on the pro forma financial information set out in Part Vi of the listing particulars dated 19 July
2004, which has been prepared, for iilustrative purposes enly, to provide information about how the
admission of the ordinary share capital of the Company to {i) the Official List of the UK Listing Authority
and (i) trading on the London Stock Exchange’s markets for listed securities and certain related
transactions (“the Transaction™) might have affected the financial information presented.

Responsibility

It is the responsibility solely of the directors of e2v technologies plc to prepare the pro forma financial
information in accordance with paragraph 12.29 of the Listing Rules of the UK Listing Authority.

it is our responsibility {o form an opinion, as required by the Listing Rufes of the UK Listing Authority, on
the pro forma financial information and to report our opinion to you. We do not accept any responsibility
for any reports previously given by us on any financial information used in the compilation of the
pro forma financial information beyond that owed to those to whom those reports weare addressed by us
at the dates of their issue.

Basis of opinion

We conducted our work in accordance with the Stalements of investment Circular Reporting 3tandards
and the Bulletin 1998/8 “Reporting on pro forma financial information pursuant to the Listing Rules”
issued by the Auditing Practices Board. Our work, which involved no independent examination of any of
the underlying financial information, consisted primarily of comparing the unadjusted financial
information with the source documents, considering the evidence supporting the adjustments and
discussing the pro forma financial information with the directors of the e2v technologies plc.

Opinion
In our opinion:
{a) the pro forma financial information has been properly compiled on the basis stated;
{b} such bhasis is consistent with the accounting policies of the Company, and
(¢} the adjustments are appropriate for the purposes of the pro forma financial information as

disclosed pursuant to paragraph 12.29 of the Listing Rules of the UK Listing Authority.

Yours faithfully
Ernst & Young LLP
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Pro forma Statement of Net Assets

Set out below is an unaudited consolidated pro forma balance sheet of the Group illustrating the effect
of the Transaction.

The pro forma is based on the audited consolidated balance sheet of the Group as at 31 March 2004
and the notes set out below. The pro forma balance sheet has been prepared to illustrate how the
Transaction wouid have affected the balance sheel had it taken place on 31 March 2004. The pro forma
balance sheet has been prepared for illustrative purposes only and, because of its nature, may not give
a true picture of the balance sheet of the Group.

Effect of
Group receipt of Effect of Group
as at net proceads restructuring Pro forma
31 March from the of debt net
2004 Transaction facilities assets
£000 £060 £000 £000
Nole . ... . i if iii
Fixed assets
Intangible assets ................... ... ... 11,509 — — 11,509
Tangibleassets ............................ 21,920 — —_ 21,920
33,429 — — 33,429
Current assets
StocK ... e e 21,657 — — 21,657
Debtors . ..o e 25,313 —_ — 25,313
Cash at bankandinhand ............... ... 4,475 25,560 (25,956) 4,079
51,445 25,560 (25,956) 51,049
Creditors: amounts falling due within one year (25,552) — 1,587 (23,985)
Net currentassets . ....................... 25,893 25,560 {24,369) 27,084
Total assets less current liabilities . .. .. .. .. 59,322 25,560 {24,369) 60,513
Creditors: amounts falling due after more than
one year
— Existing bank and 3itoans ............... {47,195} — 47,195 —_
— New loan facilities . ...................... — — (25,000) (25,000)
Provisions for liabilities and charges.......... {5,063) {5,063)
Netassets................ccoiiiriinaenn. 7,064 25,560 (2,174) 30,450
Notes:

i The financtal information for the Group has been extracted without material adjustrent from the accountants’ repart set out in
Part V| of this document.

i~ The adjustment represents the nhet proceeds received from the Transaction as follows:

Eooo
Gross proceeds from the Transaction ... .. e e e e e e e e e e e e e e e e 29,390
=Tkt Vo1 1o B et ) < e e e e e (3,830)
25,560

iit The adjustment in respect of the restructuring of debt facilities relates to the repayment of the existing bank and 3i debt, the
write off of the capitalised costs incurred in raising the bank and 3i debt and the draw down of new loan facilities as follows:

Capitalised
cost write off Debt repayment Total
£000 £000 £000
Repayment of existing bank and 3i debt

Current instalments of debt repayments. ................ ... . ... — 1,587 1,587
Otherbank and 3idebt ... ....... ... . .. il (2,174) 49,369 47,195
Yotal debtrepayment . ... . e (2,174) 50,956 48,782
Draw down of new loan facilities . ........ ... ... ... ... ..., — 25,000 25,000

The debt restructuring generates a net cash payment of £25,956,000, as adjusted in the table above, which is to be financed
from the net proceeds of the Transaction and existing cash resources.

iv No adjustments have been made to refiect the effect of trading ar any other events or kansactions occurring in respect of the
Group since 31 March 2004,
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2.4

PART Viil

Additional Information

Incorperation and registered office

The Company was incorporated and registered in England and Wales on 15 May 2002 under the
Act as a private company limited by shares {with registered number 4439718) under the name
Redwood 2002 Limited. On 17 September 2002, the Company changed its name to e2v Holdings
Limited and on 29 June 2004 changed its name and re-registered as a public company limited by
shares with the name e2v technologies plc.

The principal legistation under which the Company operates is the Act and the regulations made
thereunder. The lability of the members is limited.

The Company’s registerad office and principal place of business is at 106 Waterhouse Lane,
Cheimsford, CM1 2QU.

Share capital

On incorporation, the authorised share capital of the Company was £1,000 divided into 1,000
ordinary shares of £1 each, one of which was issued fo the subscriber to the Company's
Memorandum of Association. Since that date there have been a number of changes fo the
Company's share capital, which are described further in paragraph 2.2 below.

Since incorporation, the following changes to the authorised and the issued share capital of the
Company have occurred:

221 on 11 July 2002, the authorised share capital of the Company was increased from £1,000
to £334,080.65 by the creation of 2,045455 A ordinary shares of £0.G1 each in the
Company, 409,081 ordinary shares of £0.10 each in the Company and 271,727 B ordinary
shares of £1 each in the Company, while the one issued and each of the 999 authorised but
uriissued ordinary shares were re-designated as B ordinary shares of £1 each; and

2.2.2 on 11 July 2002, the issued share capital of the Company was increased to £225,000,60 by
the issue of 204,545 B ordinary shares of £1 each at a price of £1.01 per share and
204,546 ordinary shares of £0.10 each at a price of £1 per share;

2.2.3 on 12 July 2002, the issued share capital of the Company was increased to £245,455.15 by
the issue of 2,045,455 A ordinary shares of £0.01 each at price of £1.00 per share;

2.2.4 on 31 July 2002, the issued share capital of the Company was increased to £259,773.45 by
the issue of 143,183 ordinary shares of £0.10 each at a price of £1.00 per share;

2.2.5 on 22 November 2002, the issued share capital of the Company was increased to
£263,864,35 by the issue of 40,909 ordinary shares of £0.10 each at a price of £1.00 per
share; and

2.2.6 on 4 August 2003, the issued share capital of the Company was increased to £277 500.35
by the issue of 13,636 B ordinary shares of £1 each at a price of £1.00 per share.

Ag at the date of this document, the authorised share capital of the Company is £334,090.65
comprising 408,061 ordinary shares of 10p each, 2,045,455 A ordinary shares of 1p each and
272,727 B ordinary shares of £1 each. Save in respact of 20,453 authorised but unissued ordinary
shares of 10p each and 54,545 authorised but unissued B ordinary shares of £1 each, all of the
authorised share capial of the Company has been issued fully paid er credited as fully paid.

Immediately prior to Admission (and before the operation of the ratchet referred to in
paragraph 2.5 below contained in the articles of association adopted by the Company at the time
of the Management Buy Out), the issued share capital of the Company will increase to
£286,675.65 by the issue of 20,453 ordinary shares of 10p each at a price of ten pence per share
and 7,130 B ordinary shares at a price of £1.00 per share to the EBT.
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2.5

2.6

In accordance with the operation of the ratchet contained within the existing articles of association
of the Company {which were adopted at the time of the Management Buy Out), immediately prior
to Admission:

2.5.1

252

1,240,506 of the A ordinary shares of {p each in the capital of the Company will be
converted into 1,240,506 deferred shares of 1p in the capital of the Company; and

223,531 of ihe ordinary shares of 10p each in the capital of the Company will be converted
inta 2,235,310 deferred shares of 1p each in the capital of the Company.

Pursuant to resolutions passed at an Exfraordinary General Meeting of the Company held on
17 July 2004, it was resolved:

2.6.1

2.6.2

2.6.3

2.6.4

285

2.6.6

subject to and conditional upon Admission becoming effective on 23 July 2004 {or such
later date as may be agreed by the Company, certain of the Selling Sharsholders,
N M Rothschild and ABN AMRO Rothschild (but in any event not later than 30 July 2004)):

2.61.1 to reduce the capital of the Company from £334,090.65 to £286,675.65 by
cancelling 47,415 B ordinary shares of £1 each in the capital of the Company that
have not been taken or agreed to be taken by any person;

2.6.1.2 to convert each of the existing issued ordinary shares of 10p each in the capital of
the Company into one ordinary share of 1p each in the capital of the Company
and nine deferred shares of 1p each in the capital of the Company;

2.6.1.3 to convert each of the existing issued B ordinary shares of £1.00 each in the
capiiat of the Company into one B ordinary share of 1p each in the capital of the
Company and 39 deferred shares of 1p each in the capital of the Company;

conditional upon and following the conversion of the ordinary shares of 10p each and the B
ordinary shares of £1 each referred to in paragraphs 2.6.1.2 and 2.6.1.3 above
respectively, to convert each of the existing issued A ordinary shares of 1p each and each
of the existing issued B ardinary shares of 1p each in the capital of the Company infa ane
ordinary share of 1p each in the capital of the Company which, together with the existing
ordinary shares of 1p in the capitat of the Company, constitute a single class of ordinary
shares;

conditional upon and following the conversion of the A ordinary shares and B ordinary
shares referred to in paragraph 2.6.2 above, to consolidate every five of the existing issued
ordinary shares of 1p in the capital of the Company into one Ordinary Share, with any
fractional shares arising upon such consclidation automatically converting into deferred
shares of 1p in the capital of the Company;

conditional upon and following the consolidation of the share capital of the Company
referred to in paragraph 2.6.3 above, o ingrease the authorised share capital of the
Company from £286,675.65 to £4,024,.517.75 by the creation of an additional 74,756,842
Ordinary Shares ranking pari passu in all respects with the existing Ordinary Shares;

to authorise the Directors pursuant to section 80 of the Act generally and unconditionally to
exercise all the powers of the Company to aflot relevant securities (within the meaning of
that section of the Act} to such persons and at such times and on such terms as they think
proper up to a maximum aggregate nominal amount of relevant securities equal to
£2,792,839.45, such authority to expire (unless previously revoked, varied or renewed)
immediately following the issuance of shares in connection with the Offer or, if earlier,
30 July 2004, but so as to enable the Company before such date to make offers or
agreements which would or might require relevant securities to be allotted after such date
and to enabie the Directors to allot relevant securities in pursuance of any such offers or
agreements as ¥ the autherity conferred therebhy had not expired, such authority to be in
substitution {with effect from Admission} for all prior asuthoriies conferred upon the
Directors in respect of the allotment of relevant securities, but without prejudice o any
allotments made pursuant to the terms of such authorities;

on the expiry of the authority given in the resoiution referred to in paragraph 2.6.5, to
authorise the Directors pursuant to section 80 of the Act generally and unconditionally to
exercise all the powers of the Company to aliot relevant securities (within the meaning of
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2.8.7

2.6.8

that section of the Act} 1o such persons and at such times and on such terms as they think
proper up to an aggregats nominal amount of refevant secutities equal to £931,940.85,
such authority to expire {unless previously revoked, varied or renewed) at the conclusion of
the next annual general meeting of the Company or, if earlier, the date falling 15 months
after Admission, but so as to enable the Company before such time to make offers or
agreements which would or might require relevant securities to be allotted after such time
and fo enable the Directors fo allot relevant securities in pursuance of any such offers or
agreements as if the authority conferred thereby had not expired, such authority to be in
substitution for all prior authoritiss conferred upon the board of Directors, but without
prejudice to any allotrnents made pursuant to the terms of such authorities;

to empower the Directors o allot equity securities (within the meaning of section 94 of the
Agt) for cash, pursuant to the general authorities described in paragraphs 2.6.5 and 2.6.6
above in substitution for all prior powers conferred upon the Directors but without prejudice
to any allotments made pursuant to the terms of such powers, as if section 89(1) of the Act
did not apply lo any such allolment, such power being limited to:

2.6.7.1 the allotment of up to an aggregate nominal amount of £14,152.30 to the EBT in
connection with the allotments referred to in paragraphs 2.4 above and 2.7 below;

2.6.7.2 the allotment of up to an aggregate nominal amount of £948,080.65 in the Offer in
accordance with its terms;

2.6.7.3 the allotment of equity securities for cash in connection with or pursuant to an offer
in favour of the hoiders of relevant shares of the Company and other persons
entitied to participate therein in proportion (as nearly as may he} to their existing
holdings of relevant shares (or, as appropriate, the numbers of such shares which
such other persons are for those purposes deemed to hold} but subjset to such
exclusions or other arrangements as the Directors may deem necessary or
expedient to deal with fractional entitlements or any legal or practical problems
under the laws of, or the requirements of any recognised regulatory body of, or any
stock exchange in, any territory; and

2.8.7.4 the allotment of equity securities for cash otherwise than pursuant to
paragraphs 2.8.7.1, 2.6.7.2 or 2,6.7.3 above up 1o an aggregate amount equal to
five per cent. of the issued and unconditionally allotted share capital of the
Company immediately following Admission;

provided that this power shali expire (unless previously revoked, varied or renewed) at the
conclusion of the next annual general meeting of the Company, but so as to anable the
Corpany before the end of such period to make offers or agreements which would or might
require equity securities fo be alfotted after such expiry and to empower the Directors to
allot equity securities in pursuance of any such offers or agreements.

The power conferred by the resclution summarised in paragraph 2.6.7 also applies in
relation to a sale of relevant shares which is an ailotment of equity securities by virtue of
section 94{3A) of the Act as il in the first paragraph of this paragraph 2.6.7 the words
“pursuant to the general authorities described in paragraphs 2.6.5 and 2.6.6” were omittad.

conditional upon and following (i) the increase in the authorised share capital referred to in
paragraph 2.8.4 and (ii) the allotment and issue by the Company to the EBT of 4,977
Ordinary Shares (being the Ordinary Shares referred to in paragraph 2.7 below), to
authorise and direct the Directors o appropriate up to £1,835,334.65 (being part of the
amount standing to the credit of the Company’s share premium account) to and amongst
the halders of Ordinary Shares on the Company's register of members immediately prior to
the issue of new Ordinary Shares pursuant to the Offer (“the Relevant Shares™ and to
apply such sum on their behalf in paying up in full 36,708,814 new Ordinary Shares {“the
Bonus Shares™), such Bonus Shares to be allotted and distributed, credited as fully paid, to
and amangst the holders of Relevant Shares in the proportion to their holdings of Relevant
Shares, rounding all fractions down 1o the nearest whole number and so that the Bonus
Shares shall rank pari passu with the Relevant Shares and provided that ho holder of
Relevant Shares shall be entitled to receive an allotment of a fractional part of a Bonus
Share or to payment in lisu thereof and that such of the Bonus Shares as represent
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2.8
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fractional entitltements shail be aggregated and allotted and distributed, credited as fully
paid, to the EBT.

2.6.9 to adopt the New Share Schemes referred fo in paragraphs 6.3 o 6.6 below; and

2.6.10 to adopt the Articles referred fo in paragraph 3 below to the exclusion of all existing articles
of association of the Company.

On 18 July 2004, the Company, subject fo the authorities referred fo in paragraphs 2.6.5 and 2.6.7
above becoming effective, agreed to issue and allot 4,877 Ordinary Shares to the EBT at a price
of five pence per share conditional only on and immediately foflowing the passing of the resolution
to consolidate the issued share capital of the Company referred to in paragraph 2.6.3 above.
Upon this issue, the issued share capilal of the Company will increase to £286,924.50.

On 30 June 2004, the Company entered into:

2.8.1 an agresment with the Institutional Investors pursuant to which the Institutiona! investors
agreed to sell and the Company agreed to purchase all of the deferred shares of 1p each in
the capital of the Company held by the Institutional Investors al Admission for a
consideration of one pence per deferred share; and

2.8.2 an agreement with the Selling Shareholders (other than the Institutional investors) and the
EBT (together, the “Non-Institutional Shareholders”) pursuant to which the Non-
Institutional Sharsholdars agreed o sell and the Campany agreed to purchase all of the
deferred shares of 1p each in the capital of the Company held by the Non-Institutional
Investors at Admission for a consideration of one pence payable to each Non-Institutional
Investor.

On Admission and the completion of the deferred share buy-back referred to in paragraph 2.8, the
authorised share capital of the Company shall be £3,750,000 comprising 75,000,000 Ordinary
Shares of which 55,916,451 Ordinary Shares shall he issued fully paid or credited as fully paid.

The Company will be subject to the continuing obligations of the UK Listing Authority with regard
to the issue of shares for cash. The provisions of section 88(1) of the Act {(which, to tha extent not
disapplied pursuant to section 95(2) of the Act, confer on shareholders rights of pre-emption in
respeact of the ailotment of equity securities {as defined in section 94(2) of the Act) which are, or
are to be, paid up in cash other than by way of allotment to employees under an employees’ share
scheme (as defined in section 743 of the Act)) apply to the authorised but unissued Ordinary
Shares which are not the subject of the disapplication referred to in paragraph 2.6.7 above.
Statutory rights of pre-emption have been disapplied in order to:

2.10.1 permit the Diractors to allot shares to the EBT as envisaged by paragraphs 2.4 and 2.7
above;

2.10.2 permit the Directors to aflot the Ordinary Shares pursuant to the Offer;
2.10.3 give the Directors flexibility in retation to rights issues; and

2.10.4 permit the Directors to allot Ordinary Shares for cash following the Offer having a nominal
value of up to five per cent. of the issued ordinary share capital of the Company following
Admission.

Save as disclosed in this paragraph 2 and in paragraph 8 below;

2.11.1 no share or loan capital of the Company or any of its subsidiaries has, within the three
years preceding the date of this document, been issued or agreed to be issued, or is now
proposed to be issued (other than pursuant ta the Offer), fully or parfly paid, either for
cash or for a consideration other than cash, to any person save for:

2.11.1.1 the Institutional Loan Notes, which will be redeemed immediately upon
Admission; and

2.11.1.2 the Marconi Loan Notes, which were redeemed on 25 September 2003;

2.11.2 otherwise than pursuant to the Underwriting Agreement, no commissions, discounts,
brokerages or other special terms have within the same three year period been grantad by
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3.2

the Company or any of its subsidiaries in connection with the issue or sale of any part of
the share or foan capitat of any such company; and

2.11.3 no share or loan capita! of the Company or any of its subsidiaries is under option or
agreed conditionally or unconditionally to be put under option.

The New Shares to be allotted and issued pursuant to the Offer will be allotted pursuant to a
resolution of the Direclors {or a duly authorised committee thereof) in accordance with, and
pursuant to, the authority conferred on the Directors by the resolutions referred to in paragraph 2.6
above.

The New Shares to be allotted and issued by the Company pursuant to the Offer will rank pari
passu in all respects to the Existing Shares including the right to receive all dividends and other
distributions declared, made or paid on the Ordinary Shares after Admission. The Existing Shares
to be sold by the Selling Shareholders in the Offer will be sold together with the right to receive all
dividends and other distributions declared, made or paid on the Ordinary Shares after Admission.

Other than pursuant to the Offer, none of the Ordinary Shares have been sold or are gvailable in
whale or in part 1o the public in conjunction with the applications for Admission described in this
document.

CREST is a paperiess settlement procedure enabling securities to be avidenced otherwise than
by certificate and transferred otherwise than by written instrument. The Articles are, in all
respects, consistent with (i} the holding of Ordinary Shares in uncertificated form, (i} the transfer
of title to Ordinary Shares by means of the relevant system and (i) the Regulations. Accordingly,
the Diractors have resoclved to make the holding of Ordinary Shares in uncertificated form and the
transfer of title to the Ordinary Shares by means of the relevant systern. For these purposes,
CREST is a relevant system.

CREST is a voluntary system and holders of Ordinary Shares who wish to receive and retain
share certificates will be able to do so. Persons applving for Ordinary Shares under the
Institutionat Offer may, however, elect to receive Ordinary Sharss in uncertificated form if, but anly
if, that person is a "system-member” (as defined in the Regulations) in relation to CREST.

Memorandum of Association and Articles

The principal objects of the Company are set out in clause 4 of its Memorandum of Association
{the "Memorandum™) {which is available for inspection at the address specified in paragraph 13
below) and are, inter alia, to carry on business as a holding company.

The Articlas, which were, conditionally on Admission, adopted on 17 July 2004 contain provisions,
inter alia, to the following effect:

3.2.1 Rights of Ordinary Shares

Voting: subject to disenfranchisement in the event of {a) non-payment of calls or other
monies due and payable in respect of Ordinary Shares and {b) non-compliance with a
statutory notice requiring disclosure as to beneficial ownership, and subject io any special
terms as to voting upon which any shares may for the time being be held (as to which there
are none at present), upon a show of hands every member present in person or by
representative {in the case of a corporate member) shall have ane vote and upon a poll
every member present in person, by representative (in the case of a corporate member) or
by proxy shail have one vote for every share held by him;

Dividends: subject to the Statutes {(as defined in the Articles) and to any special rights
attached to any shares issued by the Company in the future, the holders of Ordinary Shares
are entitled pari passu amongst themselves, but in proportion to the amounts paid up on the
shares held by them, to share in the whole of the profits of the Company paid out as

dividends; and

Return of capital: on a winding-up, the assets remaining after payment of the debts and
liabilities of the Company and the cosis of the liguidation, shall, subject to any special rights
attaching tc any other class of shares, be applied in repaying to the holders of Ordinary
Shares the amounts paid up on such shares and any surplus shali be distributed amongst
such holders according to the numbers of shares held by them respectively.
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3.2.2 Variation of Share Rights

Subject to section 125 of the Act, the rights attached to any class of shares may be varied or
abrogated in such manner (if any) as may be provided by those rights, or with the consent in
writing of the holders of three-fourths of the issued shares of that class or with the sanction of
an extraordinary resolution passed at a general meeting of the holders of the shares of that
class, but not otherwise.

3.2.3 Changes in Share Capital

The Company may by ordinary resolution increase its share capital, alter the nominal amount
of each share and cancel any unissued shares. The Company may by special resclution
reduce ils share capital in any manner authorised by law.

3.2.4 Transfer of Shares: Certificated

All transfers of shares in certificated form must be in writing in the usual form or any other
form permitted by the Slock Transfer Act 1963 or approved by the Directors. The instrument
of transfer must be signed by or on behaif of the transferor and, if the shares being transferred
are not fully paid, by or on behalf of the transferee. The Directors may in their absolute
discretion and without giving any reason refuse to register any transfer of certificated shares
which are not fully paid or on which the Company has a lien, provided that such discretion
may hot be exercised in such a way as {o prevent dealings from taking place on an open and
proper basis. The Directors may also refuse o register any transfer of a certificated share if
the duly stamped fransfer instrument is not accompanied by the relevant share cerlificate and
sugch other evidence reasonably required by the Directors to show the right of the transferor to
make the fransfer.

3.2.5 Transfers of Shares: Uncenrtificated

Subject to the Regulations and the Articles, the Company may issue Ordinary Shares in
uncertificated form and permit such Ordinary Shares to be transferred by means of a relevant
system {as defined in the Articles) or in any manner which is permitted by the Statutes {as
defined in the Articles) and is from time to time approved by the Directors. The Directors may
in their absolute discretion and, without giving any reason, refuse to register a transfer of
uncertificated shares in any circumstances permitled by those regulations. The Direclors may
refuse to register any transfer of shares unless it is in respect of only one class of shares. No
more than four persons may be registered as joint holders of any share.

3.2.6 Unclaimed Dividends

Any dividend unclaimed after a period of 12 years from the date of its declaration or from the
date when it becomes due for payment shall be forfeited and shall revert fo the Company.

3.2.7 Untraced Shareholders

The Company may, after advertising ils intention and fulfilling various other requirements, sell
any shares of a member or person entitled to those shares by transmission who is
untraceabie for a period of 12 vears during which period the Company has paid at least three
dividends rone of which has been claimed and the cheques or warrants or order or other
instrument for all amounts payable to such member have remained uncashed, ne dividend
sent by means of g funds transfer has beern paid and the Company has not received any
communication from the member in question or the person so entitied. Upon such sale, the
Company shall be regarded as indebted to the former member or to any other person so
entitled to an amount equal to the net proceeds of sale.

If cheques or warrants or similar financial instrumenis in respect of dividends are returned
undeiivered or are left uncashed on two consecutive occasions or after only one occasion, if
reasonable enquiries by the Company have failed to establish any new address of the
regisiered holder, the Company may siop sending such chegques or warrants or similar
financial instruments by post to the member in question.
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3.2.8 Non-UK Shareholders

There are no limitations in the Memorandum or Articles on the rights of non-UK Shareholders
to hold or exercise volting rights attaching to Ordinary Shares. However, a member who has
no registered address within the United Kingdem and has not given notice to the Company to
register such an address shall not be entilled to receive any notices from the Company.

3.2.9 Restrictions on Shareholders

Subject to the Statutes, the Company may disenfranchise any holder of shares of the
Company if he or any other person appearing to be interested in those shares fails to comply
with a notice issued by the Company requiring the disclosure of interests in the shares
specified in the notice within 14 days after service. If Shareholders holding 0.25 per cent. or
more in nominal value of the shares of the Company have not complied with the notice within
14 days after service, the Company may impose restrictions on them which include not conly
disenfranchisement but also the withholding of the right to receive dividends or other monies
payable and, subject to the Statutes, restrictions on the transfer of the shares in question. For
Shareholders holding less than 0.25 per cent. in nominal value of the shares of the Company,
disenfranchisement is the only restriction which the Company may impose.

3210 Directors

Number: unless and until the Company in general meeting shall otherwise determine, the
number of Directors shall not be fewer than two or more than ten.

Restrictions on voling: no Director may vote or be counted in the quorum in respect of any
contract, arrangement or any other proposal whatsoever in which he has any material interest
otherwise than by virtue of his interests in shares or debentures or other securities of or
otherwise in or through the Company. The prohihition does not apply in any event to
resolutions regarding:

() the giving of any sscurity or indemnity to a Director in respect of money lent or
obligations incurred by him at the request of or for the benefit of the Company or any of
its subsidiaries or to a third party in respect of a debt or obligation of the Company or
any of its subsidiaries for which the Diractor has assumed rasponsibility in whole or in
part under a guarantee or indemnity or by the giving of security;

(i) any proposal concerning an offer of shares, debentures or other securities of or by any
member of the Company in which offer the Director is or is lo be interested as a
participant as a holder of securities or in the underwriting or sub-underwriting;

(i} any proposal concerning any other company in which the Director is interested, directly
or indirectly, unless he is the holder of or beneficially interested in one per cent. or more
of the issued shares of any class of such company {or of any third company through
which his interest is derived) or of the voting righis available to members of the relevant

campany;

(ivj an arrangement for the benefit of employees of the Company, or any of its subsidiaries
which does not confer on any Director any priviiege or advantage not generally
accorded to the employees to whom such arrangement relates; and

{v} any proposal concerning the purchase or maintenance of any insurance policy under
which he may benefit.

Proposals concerning the appointment {including fixing or varying the terms of appointment}
of two or more Directors to offices or employment with the Company may be divided and
considered in relation to each Director separately and in such cases each Director (if not
debarred from voting under (i} above) shall be entitled to vote in respect of each resolution
except that concerning his own appointment.

Remuneration: The aggregate fees of the Directors for their services in the office of Director
shall not exceed £300,000 but the Directors may be paid such further sums by way of
additional remuneration as may from time to time be determined by the Company in general
meeting. The Directors are entitled to be paid all expenses reasonably incurred by them in
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attending meetings of the Directors or commitiees of the Directors or general meetings or
otherwise in or about the business of the Company.

Any Director who is appointed to any executive office or who serves on any committee or who
otherwise performs services which, in the opinion of the Directors, are outside the scope of
the ordinary duties of a Director may be paid, in addition to any remuneration to which he may
be entitled (as referred to above) such remuneration (whether by way of salary, percentage of
profits or otherwise) as the Directors may determine.

The Directors may grant pensions or other benefits to any executive Directors or ex-Directors
and to persons connected with them.

Borrowing powers: Subject as provided below, the Directors may exercise all the powers of
the Company to borrow or raise money and to morigage or charge ali or any part of its
undertaking, property and uncalled capital and to issue debeniures and other securities
whether outright or as security (principal or collateral) for any debt, liability or obligation of the
Company or any third party.

The Directors shall restrict the borrowings of the Company and exercise all voting and other
rights or powers of control exercisable by the Company in relation to its subsidiaries for the
lime being {“the subsidiaries”) so as to ensure (but as regards the subsidiaries only in so far
as by the exercise of such rights or powers of control the Directors can ensure) that the
aggregate amount for the time being owing in respect of money borrowed (as such
expression is defined in the Articles) or secured by the Company and its subsidiaries
{exclusive of intra-group borrowings) shall not without the previous sanction of the Company
in general meeting exceed an amount equal to three times the aggregate of:

{a) the amount paid up or credited as paid up on the share capital of the Company; and

(p) the amount standing to the credit of the reserves of the Company and the subsidiaries,
after adjustment as more particularly sst out in the relevant Article.

Relirement under an age limif: Directors shall be capable of being appointed or re-elected
and are not required to retire on aftaining the age of 70 or any other age and section 293 of
the Act does not apply to the Company.

Rotation and agpoiniment of Directfors: At each annual general meeting of the Company, the
following Directors shall retire from office by rotation:

(iy  any Director who has been in office for more than three years without having offered
himself for re-election; and

(i) such Directors as when added to any Director retiring pursuant to sub-paragraph (i)
above represent one-third (or the nearest number to one-third) of the Direclors.

The Directors to retire in each year shall be those who have been longest in office singe their
last election but, as between persons who became Directors on the same day, those to retire
shall {unless they otherwise agree amongst themselves} be determined by ol A retiring
Director shall he sligible for re-election,

The Company may from time to time by ordinary resolution appoint any person 1o be a
Director of the Company, provided the maximum number of ten is nof exceeded. The
Directors may aiso from time to time appoint any person to be a Director of the Company,
provided the maximum number of ten is not exceeded, but any Director so appointed by the
Diractors shall hold office only unti! the next annual general meeting when he shall retire, but
shall be eligible for election, and any Director who retires under this provision shall not be
taken into account in determining the number of Directors who are to retire by rotation at that
meeting.

Directors’ and Other Interests

4.1 The Directors and their functions in the Company are set out in Part !l of this document under the
heading “Directors and Senior Management”. Tha Direclors’ business address is 106 Waterhouse
Lane, Chelmsford, CM1 2QU,
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4.2

4.3

As at 18 July 2004 (being the lalest practicable day before the publication of this document) the
interests of the Directors and their immediate families, alt of which, unless otherwise stated, are
beneficial, in the issued ordinary share capital of the Company which have been notified by each
Director to the Company pursuant to sections 324 or 328 of the Act, or which are reguired to be
entered in the register of directors’ interests maintained pursuant to section 325 of the Act, or are
interests of a person connected with a Director which would, if the connected person were a
Director, be required to be disclosed under this paragraph 4 and the existence of which is known to,
or could with reasonable diligence be ascertained by, that Director, were, and will upon Admission
and immediately following Admission be, as follows:

Immediately
At Present Upon Admission!" Foliowing Admission
Number of Number of A Number of B Number of Number of
ordinary ordinary ordinary Ordinary Ordinary

Directar™® shares shares shares % Holding Shares % Holding Shares % Holding
K. D.

Attwood 115,309 — 34,091 5.66 2,581,410 6.93 2,065,128 3.69
M. F.

Hannant® 40,909 — 13,636 2.06 958,813 2.59 958,813 1,71
Notes:

(1) This reflects the position following (i) the operation of the ratchet contained within the existing articles of association of
the Company (which were adopted at the time of the Management Buy Out} referred to in paragraph 2.5 above and
{ii) the allotment and issue of shares in the capital of the Company as envisaged by paragraphs 2.4 and 2.7 above, but
prior to the issue and sale of Ordinary Shares in the Offer.

(2) In addition, and conditional on Admission, 3i has agreed to sell 32,256, 19,352 and 64,515 Existing Shares with a total
value at the Offer Price of approximately £50,000, £30,000 and £110,000 respectively to George Kennedy, Anthony
Reading and the trustees of the Godden Associates Pension Fund respectively. These sales are not part of the Offer.
The Godden Associates Pension Fund is the self-administered pension fund of Godden Associates Limited, the sole
beneficiaries of which are lan Godden and his wife.

(3) In addition, and conditional on Admission, Michael Hannant has been granted options by the EBT over 51,129 Ordinary
Shares pursuant to the Pre-IPC Plan described in paragraph 6.2 below.

Save as disclosed in this paragraph 4, none of the Directors, their immediaie families, nor any
person connected with any Director {within the meaning of section 346 of the Act) will at Admission
have any interest, whether beneficial or non-beneficial, in any share or loan capital of the Company
or any of its subsidiaries.
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4.4

Note:

4.5

4.6

4.7

4.8

In addition o the interests disclosed in paragraph 4.2 above, the Company is aware of the following
Shareholders who, directly or indirectly, will be interested (other than interests held by the
Directors) in three per cent. or more of the Company's issued share capital at the date of this
document, upon Admission or immediately following Admission:

Immediately
At Present Upon Admission® Following Admission
Number of Number of A Number of B Number of Number of

ordinary ordinary ordinary % Ordinary % Ordinary %

Shareholder shares shares shares Helding Bhares Holding Sharas Holding
3i Nominees Ltd. — 1,227,273 — 4627 14,385,631 38,93 — —
3i PVLP Nominees Ltd. — 409,091 — 1542 4,795,260 12.98 — —
3i EF3 Nominees A Ltd, — 296,026 — M8 3,469,928 939 — —
3i EF3 Nominees B Ltd, — 113,065 — 4.26 1,325,331 3.59 — —
Michael Hassall 13,637 —_ 68,182 3.08 2,215,041 599 — —
lan Slaughter 13,636 — 68,182 3.08 2,215,041 5.99 — —_

(1} This reflects the position following (i} the operation of the ratchet contained within the existing articles of association of
the Company (which were adopted at the time of the Management Buy Out) referred to in paragraph 2.5 above and
(it} the allotment and issue of shares in the capital of the Company as envisaged by paragraphs 2.4 and 2.7 above, but
prior to the issue and sale of Ordinary Shares in the Offer,

Save as disclosed in paragraph 4.4 above, the Company is not aware of any person who will,
immediately following Admission, directly or indirectly, jointly or severally, exercise or could
exercise control over the Company.

No outstanding leans or guarantess have been granted or provided to or for the benefit of any
Director by the Company or any of its subsidiaries.

The Directors and Senior Managers have the relevant management and expertise as set out in
Part Il of this document under the heading "Directors and Senior Management”. The Executive
Directors and Senior Managers have no other current directorships (within the five years
immediately preceding the date of this document), other than in respect of current directorships of
companies which are members of the Group.

During the five years immediately prior to the date of this document, the Non-executive Directors
have held or currently hold the following directorships {excluding subsidiaries of any company of
which he is also a director):

Director Current Directorships Former Directorships

George Kennedy Carclo PLC S.1. Pension Nominees Limited
Eschmann Heldings Limited S.1.M. Trustees Limited
Inprint Systems Limited Isotron Association of British Health-Care
Public Limited Company Industries Limited
Eschmann Bros. & Walsh Limited SIMS Portex Limited
Vernalis PLC Graseby Medical Limited

Pneupac Limited

Smiths Medical International Limited

Smiths Industries Medical Systems
Limited

Smiths Group PLC

8.I. Pension Trustees Limited

Vernalis Group Limited

lan Godden Godden Associates Limited IPG Capital Limited
Charlton House Residents IPG Consulting Limited
Assaciation Limited (The)
Roland Berger Strategy
Consultants Limited
Polygnostics Limited
Havelock Europa PLC

Anthony Reading Spectris PLC Tomkins PLC
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4.9

None of the Directors has any interest in any company or business which would give rise to a
conflict of interest on his part as a Director of the Company.

4.10 At the date of this document, none of the Directors or Senior Managers:

4.8.1 has any unspent convictions in relation to indictahle offences;
4.8.2 has been declared bankrupt or entered into an individual voluntary arrangement;

4.8.3was a director with an executive function of any company at a fime within 12 months
preceding any receivership, compulsory liguidation, creditors woluntary liquidation,
administration, company voluntary arrangement or any composition or arrangement with that
company's creditors generally or with any class of its creditors;

4.8.4 has been a partner in partnership at any time within 12 months preceding any compulsory
liquidation, administration or partnership voluntary arrangemants of such partnership;

4.8.5 has had its assets the subject of any receivership or has been 2 partner of a partnership at
the time of or within 12 months preceding any assets thereof being the subject of such
receivership; or

4.8.6 has been the subject of any public criticism by any statutory or regulatory authority {including
any designated professional body) or has ever been disqualified by a court for acting as a
director of a company or from acting in the management or conduct of any affairs of a
company.

4.11 No Director has or has had any interest in any transaction which is or was unusual in its nature or
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5.3

5.4

conditions or significant to the business of the Company or any subsidiary of the Company and
which was effected hy the Company or any of ils subsidiaries during the current or immediately
preceding financial year or which was effected during any earlier financial year and remains in any
respect outstanding or unperformed.

Directors’ Remuneration and Service Agreements

The Executive Directors have each entered into new sefvice agreements with the Company dated
17 July 2004, which are conditional upon Admission, and which update their service agreements
entered into on 12 July 2002 to include additional provisicns appropriate o a listed company as
Toliows:

Name Commencement Date Salary Notice Period
Keith Donald Attwood ... .................. 2 January 1979 £200,000 12 months
Michael Francis Hannant .................. 2 January 1991 £120,000 12 months

Keith Attwood’s new service agreement (which updates the service agreaement he entered into on
12 July 2002} provides for him to receive a basic salary of £200,000 per annum with effect from
1 July 2004, He is obliged to devote all his working time to the business of the Group. He is entitled
to participate in an annual honus scheme specified by the remuneration committee of the Board.
Mr Attwoed is provided with a car allowance and a contribution by the Company to the Group's
execulive pension scheme of 12 per cent. of his salary.

Mike Hannant's new service agreement {which updates the service agreement he entered into on
12 July 2002) provides for him to receive a basic salary of £120,000 per annum with effect from
1 July 2004. He is obliged to devote all his working time to the business of the Group. He is entitled
to participate in an annual bonus scheme specified by the remuneration committee of the Board,
Mr Hannant is provided with a car allowance and a contribution by the Company to the Group's
executive pension scheme of 12 per cent. of his salary.

Gecrge Kennedy and Anthony Reading entered into letters of appgointment with the Company dated
25 June 2004, the terms of which provide for:

5.4.1 an Initial fixed term of one ysar from 25 Jung 2004;

5.4.2 Anthony Reading to be paid an annual director’s fee of £30,000, and George Kennedy to be
paid an annyal director's fee of £30.000 with an additional annual fee of £55,000 in respect of
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his role as MNon-executive Chairman. These fees shall be reviewed annually by the
remunegation commitiee of the Board;

5.4.3 the Company to reimburse the Non-executive Directors in full for all reasonable out-of-pocket
expenses which they properly incur in the course of performing their duties as No-executive
Directors of the Company; and

5.4.4 the appointment of a Non-executive Director being terminable on any of (i) the expiry of the
initial fixed period; (i} the Non-executive Director resigning his position in accordance with the
Articles; {iif} the removal of the Non-executive Director by resclution of the members of the
Company; {iv) the removal of the Non-executive Director by the Company giving summary
notice in writing in certain specified circumstances, including f Admission does not take piace
by 30 July 2004. On termination, neither Mr Kennedy nor Mr Reading is entitled to any
compensation, save that if their appointment is terminated due to Admission not taking place
by 30 July 2004, each shall be entitied fo a lump sum equal {o six months’ fees less any fees
paid prior to the date of termination.

Godden Associates Limited entered into a consultancy agreement with the Company on 30 June
2004 which provides for the services of lan Godden as a Non-executive Director to continue to be
provided to the Company for a period of up o six months following Admission. The appointment
can be terminated by the Company al any time. The fee payable {o Godden Associates Limited
under this agreement is £2,500 per calendar month {exclusive of VAT) for up to 1.25 days work per
month.

Save as aforeszid, there are no existing or propesed service agreements between any of the
Directors and the Company or any of its subsidiaries.

There is no arrangement under which any Director has waived or agreed to waive future
emolumentis nor has there been any waiver of emoluments during either FY2004 or the three month

period ended 30 June 2004.

In FY 2004, the aggregate remuneration paid and benefits in kind (including pension contributions)
granted fram the Company or any of its subsidiaries to all the Directors was £380,246. it is
estimated that the aggregate amounts payable to the Directors under the arrangements in force at
the date of this document (including pension contributions) fram the Company or any of its
subsidiaries in respect of FY2005 will be £550,000. :

Share Schemes
Paragraphs 6.3 to 6.6 below summarise the principal terms of the New Share Schemes.

The Company has established the EBT and the Share Schemes. The EBT and the Pre-IPO Plan
have been established unconditionally. The New Share Schemes have been established
conditionally on Admission,

The following is @ summary of the main features of the New Share Schemes but it does not form
part of them and should not be taken as affecting their interpretation.

The e2v Employee Benefit Trust {the “"EBT"}
The Trustee of the EBT Is Abacus Corporate Trustee Limited, a professional offshore trustee.

The EBT is a discretionary employee benefit trust of which all employees of the Group are potential
beneficiaries.

The main purpese of the EBT will be to operate with the Share Schemes, but especially the Pre-
IFO Plan and the LTIP described in paragraphs 6.2 and 6.3 below. Having considered
recommendations received from the Board or the remuneration committee (the "Remuneration
Committee™) of the Board (as appropriate}, the Trustee may grant oplions to purchase Ordinary
Shares under the appropriate Share Scheme or allocate Ordinary Shares under the LTIP.
Alternatively, the Trustee may agree to deliver Ordinary Shares following the exercise of options
granted by the Remuneration Committee.

The Trusiee may purchase Ordinary Shares in the market or subscribe for them. Any Ordinary
Shares for which the Trustee subscribes afier the day of Admission will count towards the limits on
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dilution under the rules of the New Share Schemes. Shareholder approval has been given to allow
the Trustee o hold more than five per cent. of the issued ordinary share capital of the Company.

The Trustee wili fund the acquisition of Qrdirary Shares through one or more of the foflowing:
{a) by non-recourse loan or loans from group comparies;

{b) by contributions from group companies; and

(¢} by payments from the optionholders under the Share Schemes.

The Trustee will be required to waive its right to any dividends on Ordinary Shares whilst they are
held within the EBT unless the Company instructs the Trustee to accept the dividend.

The e2v Pre-IPO Share Option Plan {the “Pre-IPO Plan”)

Operation of Pre-IPO Plan and Grant of Options

The Pre-IPO Plan was adopted by the Board on 25 June 2004 and by the Trustee on 30 June 2004.
It is operated by the Trustee (after considering recommendations from the Board). Options granted
by the Trustee under the Pre-IPO Plan can only be over the shares to be issued and alloited to the
EBT as envisaged by paragraphs 2.4 and 2.7 of this Part VIl

Conditional upen Admission, the Trustee will grant options to a tolal of up io seven employees over
a total of up to an aggregate of 345,636 Ordinary Shares.

Options cannot be granted after the date of Admission.

There is no exercise price under the options granted under the Pre-IPO Plan.

Exercise of Options

Options granted under the Pre-IPC Plan may not be exercised unless Admission accurs hefore
30 July 2004, but, subject to that, an option will normally be exercisable before the day before the
tenth anniversary of the date of grant.

Options will also be exercisable within a limited period in the event of a takeover of the Company; its
reconstruction or amalgamation with another company by virtue of a compromise or arrangement
sanctioned by the court; or the voluntary winding up of the Company. Alternatively the optionholder
may be allowed to roll over his options to become options over the acquiring company's shares,

Variation of Share Capital

In the event of any increase or variation in the share capital of the Company (whether by way of
capitalisation, rights issue, sub-division or consolidation of the Ordinary Shares}, the exercise price
under each subsisting option and/or the number and nominal value of Ordinary Shares comprised
in the option may be adjusted by the Trustee in such rmanner as it decides is fair and reasonable.

Amendments to the Pre-IPO Plan

The Board may amend the Pre-IPO Plan in any way it thinks fit save that no amendment may be
made which would adversely affect the subsisting rights of optionholders, without the consent of the
aptionholder whose rights would be adversely affected by the amendment.

General

An option will be personal to the optionholder and may not be assigned, charged, transferred or
otherwise disposed of except as provided under the rules of the Pre-IPO Plan.

No optionholder will be entitled, on the termination of their employment with a member of the
Group, to any compensation for the loss of any rights under the Pre-IPO Plan.

Benefits under the Pre-IPQ Plan will not be pensionable.
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6.3 The e2v Long Term Incentive Plan ({the “LTIP”)
(a)

(0)

(i)

(i)

(c)

Operation

The LTIP will be operated by the Trustee of the EBT (after considering recommendations from the
Remuneration Committee).

The struciure and operation of the LTIP will be reviewed within five years of Admission,

in this summary, the term "Grantor” is used to describe the body which grants the options which
could be either the Remunearation Committee or the Trustee depending on the circumstances.

Alfocations of Shares

Eligibility

Any employee of the Group will be eligible for an allocation of Ordinary Shares under the LTIP
{(“Allocation™} at the discretion of the Trustee. However it is currently intended that no awards will be
granted under the LTIP to individuais who have in the same year been granted options under the

e2v Company Share Option Plan. It is also currently intended that only the Executive Directors and
Senior Managers will be granted awards under the LTIP.

No Allocation may be granted to an eligible employee or director who is within six months of his
anticipated retirement age.

Wher Allacations May be Made

Allocations may be made within any period of 42 days following either: (i) the date that the LTIP is
adopted by the Company; or (ii} the announcement of the results of the Company for any period.
Allocations will not be made more than ten years after the date that the LTIP is adopted by the

Company.

If the Trustee is prevented from making Allocations within the periocds in (i) and (ii) above, by, inter
alia, statute, order, regulation or government directive, the Trustee may make Allocations within the
period of 21 days after the lifting of such restrictions. Allocations may also be made at other times in
exceptional circumstances.

Individual Limit

Prior to the grant of an Allocation, the Remuneration Committee may impose (and notify the
Grantor of} any limit on the number of Ordinary Shares that are subject to an Allocation made to a
participant during any financial year of the Company, such amount to be determined taking account
of market practice.

It is intended that this amount should normally be an amount not exceeding the participant’s annual
salary save that the Remuneration Committee may, in exceptional circumstances, determine that it
should be an amount not exceeding twice the participant's annual salary, for example where
recruitment or retention of a key employee makes it desirable.

Source of Ordinary Shares and Limits

It is envisaged that all Ordinary Shares required under the LTIP will be purchased in the market by
the Trustee. However, to the extent that new Ordinary Shares are used, the number of Ordinary
Shares which may be allocated under the LTIP on any day shall not, when added to the aggregate
number of Ordinary Shares either issued or issuable by the Company under the LTiP and any other
employees’ share scheme adopted by the Company in the previous ten years, exceed ten per cent.
of the crdinary share capital of the Company in issug immediately prior to that day.

Similarly, the number of issued shares which may be allocated under the LTIP on any day shall not,
when added to the aggregate number of shares either issued or issuable by the Company under
the LTIP and any other discretionary executive share scheme adopted by the Company in the
previous ten years, exceed five per cent. of the ordinary share capital of the Company in issue
immediately prior to that day.
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Any shares or rights to acquire shares that have lapsed or have been surrendered will be
disregarded for the purposes of calculating the above limits. The limits do not apply to any options
granted on or before the date of Admission nor to any options granted by the Trustee unless the
Trustee has subscribed for the Ordinary Shares after the date of Admission in order to satisfy the
relevant option. The limits will however apply to any Treasury Shares that may be used under the
LTIP for so long as this is required by the Association of British Insurers.

Performance Target and Release and Transfer of Shares

All Allocations made under the LTIP will be subject to performance targets set by the Trustee which
shall determine the number of Ordinary Shares to be released and transferred to the participant.
The Trustee intends to impose the following performance target on the first set of Allocations:

A Unless the Remuneration Commitiee decides in exceptional circumstances that it would be
inappropriate to apply i, there will be an “earnings per share underpin” which will require the
Company's earnings per share to grow over a three year period by at least two per cent. more than
the growth in the retail prices index over the same period.

B If the underpin is achieved {or disapplied), the number of Ordinary Shares to be released and
transferred shall be determined by measuring the total sharsholder return performance of the
Company against a comparator group initially comprising 15 similar companies, If the Company's
petformance is such as to place it in the top 20 per cent. among that group of companies, all of the
allocated Ordinary Shares will be released and transferred. If the Company's performance is such
as to place it below median none of the allocated Ordinary Shares will be released and transferred.
For performance between the minimum and the maximum there is a sliding scale which is shown in
the following table:

Percentage of Ordinary Shares

Ranking Released/Transferred
Inbottom bhalf ....... ... .. e 0%
Madian ... e e 25%
INtop 20 ParCaNt. ... . e i e 100%

There is straight line vesting between median and top 20 per cent performance.

The Remuneration Committee has power to vary any performance condition after the Allocation
has been made if, because of a change in circumstances, it considers the condition to have
become unfair or impractical.

The Crdinary Shares determined under the performance targets will normally be released and
transferred at the end of the performance period (expected fo be a three year period commencing
on the date of Allocation). If a participant ceases to be an employee or director of a company
participating in the LTIP, any outstanding Allocation granted to him under the LTIP will lapse subject
to the limited exercise periods referred to below.

If a participant ceases to be an employee of a company participating in the LTIP by reason of:
death; injury or disability; redundancy; retirement at or after 55; his employing company leaving the
Group; or his employment being transferred out of the Group, the release and transfer of his
Allocation shares will be accelerated with the number of Ordinary Shares being released
depending on the Remuneration Committee’s view of the Company's performance against the
performance target with the number of Ordinary Shares subject to an Allocation reduced pro rata to
the proportion of the three year performance period that has elapsed by the relevant date. If for
some other reason a parlicipant ceases to be an employee of a company participating in the LTIP,
the Trustee and the Remuneration Committee will retain a discretion to allow allocated shares to be
released and transferred to that participant.

The release and transfer of allocated shares will also be accelerated in the event of a takeover of
the Company, its reconstruction or amalgamation with another company (but excluding an internal
reorganisation) by virtue of a compromise or arrangement sanctioned by the court; or the voluntary
winding up of the Company with the number of Ordinary Shares being released depending on the
Remuneration Committee’s view of the Company's performance against the performance target
and making allowance for the reduction in value of the shares arising from the early release and
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transfer with the nurnber of Ordinary Shares subject to the Allocation being reduced pro rata to the
proportion of the three year performance period that has elapsed at the reievant time.

Amendments to the LTIF

The Trustee may, with the agreement of the Remuneration Committee, amend the LTIP in any way
it thinks fit but certain provisions of the LTIP dealing with eligibility, limits and the basis for
determining an participant’s entitlements under the LTIP cannot be altered to the advantage of
participants without the prior sanction of the Company in general meeting, except in the case of
mincr amendments to benefit the administration of the LTIP to take account of any change to
legislation, or to obtain favourable {ax, exchange control, or reguiatory treatment for participants or
any Group company.

The LTIP may also be amended to allow it to operate outside the United Kingdom faking account of
overseas legal, taxation and securities laws.

Gerneral

An Allocation will be persanal to the participant and may not be assigned, charged, transferred or
otherwise disposed of except as provided under the rules of the LTIP.

No participant will be entitled, on the termination of their employment with a member of the Group,
to any compensation for the loss of any rights under the LTIP.

Benefits under the LTIP will not be pensionable.

The e2v Company Share Option Plan (the “Plan”)

Operation

The Plan is to be operated by the Remuneration Commitlee. The Plan may also be operated by the
Trusiee (after considering recommendations from the Remuneration Committee). The
Remuneration Committee will grant options to subscribe for Ordinary Shares and the Trustee may
grant options to purchase Ordinary Shares.

The structure and operation of the Plan will be reviewed within five years of Admission.

In this surnmary, the term “Grantor” is used to describe the body which grants the options which
could be either the Remuneration Committee or the Trustee depending on the circumstances.

infand Revernue Approval

The Plan will be divided into two parts. One part (the “Approved Part”) has been designed to
qualify for approval by the Inland Revenue under ITEPA. Inland Revenue approval will automatically
be deemed to have been given once the Plan is approved by Shareholders. Options granted under
the Approved Part are called "Approved Options”.

The other part (the “Unapproved Part”") contained at appendix |ll to the rules of the Plan will not
qualify for Inland Revenue approval. Accordingly the Unapproved Part allows greater flexibility than
is permitted under the Approved Part; in particular the £30,600 individual limit {see below) will not
apply to options granted under the Unapproved Part. Options granted under the Unapproved Part
are called “Unapproved Options”. Wherever possible options up to the £30,000 limit will first be
granted under the Approved Part.

Grant of Options

Eligibility

Any full-time director {being one who is contractually required to work at least 25 hours per week)
and any other employee of the Company or any of its subsidiaries {the “Group™}, will be eligible to
be granted options under the Plan at the discretion of the Grantor. Unapproved Options may be

granted to any executive director {i.e. the 25 hours per week requirement does not apply for
Unapproved Options).
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No option may be granted to an eligible employee or direcior who is within six months of his
anticipated retirement age.

It is currently intended that no options will be granted under the Pian to individuals who have in the
same year received an Allocation under the LTIP.

(il When Options May be Granted

Approved Options may be granted within any period of 42 days following either: (i) approval of the
Plan by the Inland Revenue; or {ii) the announcement of the results of the Company for any period.
Approved Options will not be granted more than ten years after the date of approval of the Plan by
the Inland Revenue.

Unapproved Options may be granted within any peried of 42 days following either: (i} the date that
the Plan is adopted by the Company; or (iij the announcement of the results of the Company for any
pericd. Unapproved Options will not be granted more than ten years after the date that the Plan is
adopted by the Company.

If the Grantor is prevented from granting options within the periods in (i) and (ii} above, by, inter alia,
statute, order, regulation or government directive, the Grantor may grant options within the period
of 21 days after the litting of such restrictions. Options may also be granted at other times in
exceptional circumstances.

(i) Option Exercise Price

The price at which optionholders may acquire Ordinary Shares on the exercise of their Approved
Options will be determined by the Grantor at the time of grant and must be not be less than the
higher of: (2} the nominal value of an Ordinary Share; and (b) the middle market quotation of an
Ordinary Share as derived from the Daily Official List of the London Stock Exchange for the dealing
day immediately preceding the date of grant.

The price at which optionholders may acquire Ordinary Shares on the exercise of their Unapproved
Options will be determined by the Grantor as its reasonable opinion of the market value of an
Ordinary Share at the lime of grant and where the Unapproved Option is an option to subscribe it
will not be less than the nominal value of an Ordinary Share.

(iv) Individual Limit

At any one time, the Approved Options which any optionholder may hold under the Plan and any
other share option scheme (excluding savings-related schemes) approved under [TEPA and
established by the Company {or any associated company) must be limited to Ordinary Shares with
a market value {calculated at the date of grant of each option} that does not exceed £30,000.

Prior to the grant of an option, the Remuneration Committee may determine (and notify the Grantor
of} any maximum aggregate amount payable by the optionholder on the exercise of any option
granted to the optionholder during any financial year of the Company such amount {o be
determined taking account of market practice.

It is intended that this amount should normally be an amount not exceeding the optionholder's
annual salary save that the Remuneration Committee may in exceptional circumstances determine
that it should be an amount not exceeding twice the optionholder’s annual salary, for example
where recruitment or retention of a key employee makes it desirable.

{d) Plan Limits

The number of Ordinary Shares over which options may be granted under the Plan will be limited
as follows:

{iy All Employee Share Schemes

The aggregate number of Ordinary Shares which may be issued pursuant to options granted in the
ten year period prior to a proposed date of grant under the Plan and any other employee share
scheme approved by the Company in general meeting may not exceed ten per cent. of the issued
ordinary share capital of the Company at the proposed date of grant.
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(i} Execulive Share Option Schemes

The aggregate number of Ordinary Shares which may be issued pursuant to options granted in the
ten year period prior to a proposed date of grant under the Pian and any other executive-style share
scheme approved by the Company in general meeting may not exceed five per cent. of the issued
ordinary share capital of the Company at the proposed date of grant.

The limits set out in {i) and {ii) above do not apply to any options granted on or before the date of
Admission nor to any options granted by the Trustee unless the Trustee has subscribed for
Crdinary Shares after the date of Admission in order to satisfy the relevant option. However, for so
long as is required by the Association of British insurers, the limits do apply to any Treasury Shares
that may be used under the Plan.

(e} Performance Conditions
All options granted under the Plan will be subject to performance conditions set by the Grantor.

The performance conditions which the Remuneration Committee proposes should be imposed on
the initial grant of options is that over a period of three financial years {commencing with the
financial year prior to Admission) there must be an increase in the earnings per share of the
Company (“EPS”) of a fixed percentage per annum that is more than the increase in the Retalil
Prices Index (“RP1”) for the same period.

EPS Growth Tier 1 Tier 2 Tier 3 Tier 4
EPS exceeds RPIby 15 percent ..................... 10% 20% 40% 100%
EPS exceeds RPI by 20 percent ..................... 25% 50% 100%

EPS exceeds RPI by 25 percent ..................... 50%  100%

EPS exceeds RPI by 30 percent ..................... 100%

The extent to which (in percentage terms) an optionholder can exercise his options depends upon
which tier of classification the optionholder has been placed in. For example, if EPS exceeds RPI by
20 per cent. then a Tier 2 optionholder can only axercise 50 per cent. of his option. Tier 1 includes
senior overseas territory and operations managers of the Company’s three largest business areas.
Tier 2 includes operations managers of smaller business sectors as well as business sector and
key growth managers. Tier 3 includes senior functional managers. Tier 4 includes key technologists
and high potential employees.

The EPS figure used to measure the performance condition will be normalised EPS which will
exclude exceptional items, goodwill amertisation, resiructuring costs etc..

The Grantor has power to vary any performance condition after the option has been granted if,
because of a change in circumstances, it considers the condition to have become unfair or
impractical.

() Exercise of Options

An option will normally be exercisable between three and ten years from the date of grant. If an
optionholder ceases to be an employee or director of a company parficipating in the Plan, any
outstanding option granted to him under the Plan will lapse subject to the limited exercise periods
referred to below.

if an optionholder ceases to be an employee or director of a company participating in the Plan by
reason of: death; injury or disability; redundancy; retiremeant at or after 55; his employing company
leaving the Group; or his employment being transferred out of the Group, his Approved Options will
be exercisable within a limited period, whether or not the performance conditions have been
satisfied. Unapproved Cptions will only be exercisable to the extent that the Grantor considers the
performance conditions to have been satisfied. If, for some other reason, an optionholder ceases to
be an employee or director of a company participating in the Plan, the Grantor will retain a
discretion to allow that optionholder to exercise his options within a limited period. The Grantor may
extend that limited period and/or make the exercise subject to conditions.

Options will also be exercisable within a limited pericd in the event of a takeover of the Company; its
reconstruction or amalgamation with another company (but excluding an internal reorganisation) by
virtue of a compromise or arrangement sanctioned by the court (a "Section 425 Scheme"); or the
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voluntary winding up of the Company. In these circumstances options will be exercisable whether
cr not the performance conditions have been satisfied, save that for Unapproved Options in the
event of g takeaver of the Company, or a Section 425 Scheme, an option may not be exercised
unless the Grantor is satisfied with the performance of the Company over the period since the date
that the option was granted. Alternatively the eptionholder may be allowed to rolt over his options to
become options over the acquiring company's shares.

Variation of Share Capital

In the event of any increase or variation in the share capital of the Company (whether by way of
capitalisation, rights issue, sub-division or consolidation of the Ordinary Shares}), the exercise price
under each subsisting option and/or the number and nominal value of Ordinary Shares comprised
in the option may be adjusted by the Remuneration Committee in such manner as it decides is fair
and reasonable. Adjustment fo options granted by the Trustee must be approved by the Trustee. In
the case of Approved Options, the prior approval of the Inland Revenue will also be required.

Rights attaching to Ordinary Shares

Any Ordinary Shares allotted (or transferred) pursuant to the exercise of an option will rank equally
in all respects with the other Ordinary Shares in issue on the date of alloiment {or transfer).

Amendments to the Plan

The Board may amend the Plan in any way it thinks fit save that no amendment may be made
which would adversely affect the subsisting rights of optionholders, without the consent of the
optionholder whose rights would be adversely affected by the amendment.

Certain provisions of the Plan dealing with eligibility, limits and the basis for determining an
optionholder’s entitlements under the Plan cannot be altered to the advantage of optionholders
without the prior sanction of the Company in general meeting, except in the case of minor
amendments to benefit the adminisiration of the Plan to take account of any change to legislation,
or to obtain favourable tax, exchange control, or regulatory treatment for optionholders or any
Group company.,

In the case of Approved Options, the prior approval of the Inland Revenue will also be required to
the amendment of key features of the Plan.

The Plan may be amended {o allow it to be operated outside the United Kingdom taking account
overseas legal, taxation and securities laws.
General

The Company will at all times keep available sufficient authorised and unissued Ordinary Shares or
Treasury Shares to satisfy the exercise of all options granted under the Plan taking into account
arrangements for such options to be satisfied with issued shares,

An option will be personal to the optionholder and may not be assigned, charged, transferred or
otherwise disposed of except as provided under the rules of the Plan.

No oplionholder will be entitled, on the termination of their employment with a member of the
Group, to any compensation for the loss of any rights under the Plan.

Benefits under the Plan will not be pensicnable.

The e2v Sharesave Scheme {the “*Scheme’’)

Operation

The Scheme is to be operated by the Board. The Scheme may also be operated by the Trustee
{after considering recommendations from the Board}. The Board will grant options to subscribe for
Ordinary Shares and the Trustee may grant options to purchase QOrdinary Shares.

In this paragraph 6.5, the term “Grantor” is used fo describe the body which grants the options
which could be either the Board or the Trustee depending on the circumstances.
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Inland Revenue Approval

The Scheme has been designed to qualify for approval by the Inland Revenue under ITEPA. Inland
Revenue approval will automatically be deemed to have been given once the Scheme is approved
by Shareholders.

Eligiblity

All employees who have worked continuously or a company in the Group for a qualifying period of
time determined by the Board {not exceeding five years) are eligible to participate in the Scheme.
The Board has a discretion to invite employees who do not satisfy these conditions to participate in
any grant of options. No director or employee may participate in the Scheme if he has a material
interest in the Company (being an interest in 25 per cent. or more of the Company's share capital, if
the Company is a close company).

Option Exercise Price

The exercise price of an option is determined by the Board prior to invitations being sent to all
eligible employees. The exercise price must not be less than the nominal value of an Ordinary
Share (if it is an option to subscribe for Ordinary Shares) and also must not be less than 80 per
cent. of the middle market quotation of an Ordinary Share on the London Stock Exchange on the
last dealing day preceding the issue of invitations under the Scheme. The maximum discount to the
middle markst quotation may vary in line with changss in the applicable legislation.

Issue of Invitations and Grant of Options

The Board may issue invitations during the period of 42 days following the obtaining of Inland
Revenue approval of the Scheme. Thereafter invitations may be issued within 42 days of the
announcement of the results of the Company for any period. In exceptional circumstances the
Board may issue invitations outside these periods.

On receipt of an invitation, participants may apply for the grant of an option by entering into a
savings confract to save a monthly amount which may not be less than the minimum specified in
the savings contract {currently £5) and may not exceed £250. The limit of £250 per month may
increase in line with changes in the applicable legislation. Applications must be received within a
specified pericd and if the Board receives applications for options over more shares than are
available, applications may be scaled down. On receipt of the applications (after scaling down, if
applicable) options are granted to participants by the Board.

Scheme Limits

The aggregate number of Ordinary Shares which may be issued pursuant to options granted in the
ten year period prior to a proposed date of grant under the Scheme and any other employee share
scheme approved by the Company in general meeting may not exceed ten per cent. of the issued
ordinary share capital of the Company at the proposed date of grant.

The limit set out in this paragraph above does not apply to any options granted on or before the
date of Admission nor to any options granted by the Trustee unless the Trustee has subscribed for
Ordinary Shares after the date of Admission in order to satisfy the relevant opinion. The limits will
however apply to Treasury Shares that may be used under the Plan.

Exercise of Options

QOptions may be exercised in the six month period following the maturity date of the related savings
contract which may be the third, fifth or the seventh anniversary of the commencement of the
contrack

If the optionholder ceases employment or to hold office by reason of injury, disahility, redundancy,
retirement at age 65 or such other age at which he is bound to retire, because his employing
company ceases to be a member of the Group or because the business by which he is employed is
transferred out of the Group, his options may be exercised within six months of cessation. His
options will then lapse.
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if an optionholder dies before the option becomes exercisable, his oplion may be exercised within
12 months of his death by his personal representatives. If he dies after his option becomes
exercisable the option may be exercised within 12 months after the bonus date under his savings
contract by his personal representatives. His options will then lapse.

If an optionholder ceases employment more than three years after the date of the grant, the option
may be exercised within six months of cessation, His options will then lapse.

An optionholder may {but need not} exercise his option on reaching age 65, even if he does not
retire then.

if the optionholder ceases employment in other circumstances then the option will lapse.

Options are also exercisable within limited periods if the Company is taken over or is wound up or if
there is a scheme of reconstruction. Alternatively, the optionholder may be allowed to roll over his
Options to become options over the acquiring company’s shares.

(h) Variation of Share Capital
On a variation of the Company's share capital by way of capitalisation or rights issue, sub-division,
consolidation or a reduction, the exercise price and the number of Ordinary Shares comprised in an
option can be varied at the discretion of the Board subject to prior Inland Revenue approval.

()  Amendmenis to the Scheme
The Board will have power to administer, interpret and amend the Schems,
Certain provisions of the Scheme dealing with eligibility, limits and the basis for determining an
optionholder's entitlements under the Scheme cannot be altered to the advantage of optionhoiders
without the prior sanction of the Company in general mesting, except in the case of minor
amendments to benefit the administration of the Scheme to take account of any change to
legislation, or to obtain favourable tax, exchange control, or regulatory treatment for optionholders
or any Group company.
The prior approval of the Inland Revenue will also be required to the amendment of key features of
the Scheme,
The Scheme may be amended to allow it to be operated outside the United Kingdom taking
account of overseas legal, taxation and securities laws.

() General
Ordinary Shares allotted (or transferred) on the exercise of options rank pari passu with Ordinary
Shares in issue at the date of allotment (or transfer).
The Company must have sufficient available unissued Ordinary Shares or Treasury Shares to meet
the exercise of options, taking into account any arrangements for such options to be salisfied with
issued shares.
Options may not be transferred or charged and if an optionholder attempts to do so his options will
lapse immediately.
If an optionholder ceases employment he will not be entitled to compensation for the loss of his
options.
Benefits under the Scheme will not be pensionable.

6.6 e2v Share incentive Plan (the “SIP”})

(a) Infand Revenue Approval

The 3IP has been designed to qualify for approval by the Inland Revenue under ITEPA. The
trustees of the SIP will be a subsidiary company within the Group or professional trustees (the “SIP
Trusteas™).
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{b)

(iii)

(c)

(d)

(e)

Operation

The SIP contains three elements and the Board will decide each year which (if any) of these
elements will be offered to employees.

“Free Shares”, which are Ordinary Shares which may be allocated to an employee by the
Company.

The market value of Free Shares allocated to an employee in any tax year may not exceed £3,000
or such higher limit as may be permitted by the relevant legisiation. Free Shares may be allocated
equally, or on the basis of salary, length of service or hours worked, or on the basis of tha
performance of the Company, one or more business units and/or individual performance, within the
limits specified by the relevant legislation.

“Partnership Shares”, which are Ordinary Shares which an employee may purchase out of his or
her pre-tax earnings.

The markel value of Partnership Shares which an employee can agree to purchase in any tax year
under the current legislation may not exceed £1,500 {or ten per cent. of an employee’s salary if
lower). Partnership Shares are purchased on behalf of an employee by the SIP Trustees. The funds
used to purchase shares will be deducted from the employee's salary. The time when or intervals
at which deductions will take place will be communicated to employees prior to the commencement
of their participation in the SIP. Funds deducted from salary will be held on the employee’s behalf
until they are used to buy Partnership Shares.

"Matching Shares”, which are Ordinary Shares which may be allocated to an employee by the
Company following the purchase of Partnership Shares.

Matching Shares are additional free shares which are distributed to employees who buy
Partnership Shares. The maximum number of Matching Shares which the Company can allocate to
an employee following the purchase of Partnership Shares by the employee are two Matching
Shares for every one Partnership Share purchased by the employee. There is no minimum ratio of
Matching Shares which the Company must provide following a purchase of Parinership Shares.
The same ratio will apply to all employees who purchase Partnership Shares under the SIP at that
time.

It is not intended that any award of Free Shares or Matching Shares under the SIP will be
pensionable.

The SIP may not be operated for more than ten years after its approval by sharsholders.

Eligibility
The Company must offer all UK tax-resident employees the opportunity to participate in the SIP
whether they work full or part time. The Company can require employees to have completed a

minimum qualifying period of employment before they can participate but that period must not be
more than 18 months (or such other period as may be provided for by the relevant legislation).

Source of Shares and the SIP Limit

The SIP Trustees may either subscribe for new shares or purchase shares in the market for the
purpose of the SIP. The money {o buy the shares will be provided either by the Company or, in
respect of the acquisition of Partnership Shares, by the employee.

No new shares will be issued under the SIP where such issue would cause the number of shares
which have been or may be issued pursuant to awards made {including options granted) in the
preceding ten year period under all employee share schemes approved by the Company in general
meeting to exceed ten per cent. of the Company's issued ordinary share capital. The limit in this
paragraph does not apply to options or rights granted on or before the date of Admission.

Retention of Shares

The SIP Trustees will initially hold all Free Shares or Matching Shares allocated to employees and
any Partnership Shares acguired on the employees’ behalf. Employees can withdraw Partnership
Shares from the SIP Trust at any time. Free Shares and Matching Shares held by employees will be
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(g)

)

(i)

(i

subject to a requirement that the shares are held by the SIP Trustees for a period after the initia)
allocation. This period will be notified to employees at the time of allocation and will not normally be
for less than three years or more than five years.

The SIP may provide that if an employee ceases to be employed by a Group company within three
years of being allocated Freg Shares or Matching Shares {or such shorter period as the Company
may specify}, his rights to those shares will be forfeited. However, in certain circumstances, for
example death, injury, redundancy, transfer of the employing business or company or retirement on
reaching age 65, employees will retain any Free Shares and Matching Shares.

Issue Price — Free and Matching Shares

if new shares are issued fo the SIP Trusteses, their price wili not be less than their market value on,
or shortly before, the day they are issued.

Issue Price — Partnership Shares

Where there is only one deduction from employees’ pay, the price at which Partnership Shares are
issued will be their market value on, or shortly before, the day they are issued.

Where there is more than one deduction from employees’ pay, the price at which Partnership
Shares are issued will be the lower of their market value on, or shortly before, the start and end of
the pay periods over which the deductions are made. The pay period may be up to 12 months long.

Rights Attaching to Ordinary Shares

Any Ordinary Shares issued under the SIP will rank equally with all the Company’s other Ordinary
Shares in issue at that time. If the relevant record date is before the date they are issued, they wili
not normally rank for dividends or for any other rights.

Dividends on Ordinary Shares held by the SIP Trustees

Where Ordinary Shares are held by the SIP Trustees, employees will be treated as the bensficial
owners of the shares. Any dividends received in respect of shares held by the SIP Trustees may be
used to acquire additional shares for employees or may be distributed to employees.

Amendments to the SIP

The SIP may at any time be amended by the Board in any respect, provided that the prior approval
of shareholders is obtained for alterations or additions (to the advantage of participants) to the rules
governing eligibility, the limits on participation and the basis for determining a participant’s
entitiement to shares, except for any aiterations required to obtain or mainfain nland Revenue
approval of the SIP and any minor alterations to benefit the administration of the SIP, to take
account of changes in legislation or to obtain or maintain favourable tax, exchange control, or
regulatory treatment for participants or Group companies. No alteration to a key feature of the SIP
or the trust deed establishing the SIP may be made while the SIP is approved by ithe [nland
Revenus without their approval.

Subsidiary Undertakings

The subsidiary undertakings of the Company, their registered offices and countries of incorporation
are:

Proportion
Country of Issued share of capital
Name and Registered Office incorperation capital held Principal activity
e2v Technologies (uk) Limited England and 3,000,000 100% Electrical
106 Waterhouse Lane Wales ordinary Component
Chelmsford shares of Manufacturer

CM1 2QU £1 each
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7.2

Name and Registered Office

e2v Technologies Inc.
Corporation Trust Center
1209 Crange Sireet
Wilmington

Delaware 19801

United States of America

e2v Technologies SAS
Parc Burospace

16 route de Crisy
91570 Bigvres

France

e2v Technologies {Canada} Limited
Suite 2000

145 King Street West

Toronto

Ontario MSH 2B6

Canada

e2v Technologies GmbH
Industriestralle 29
D-82194

Grébenzell

Germany

e2v Holdings, Inc.
Corporation Trust Center
1209 Crange Street
Wilmington

Delaware 19801

United States of America

a2v Limited
106 Waterhouse Lane
Chelmsford CM1 2QU

EEV Limited
106 Waterhouse Lane
Chelmsford CM1 2QU

Principal Establishments

Summary details of the principal establishments occupied by the Group are as follows:

Proportion
Country of Issued share of capital
incorporation capital held Principal activity
United 400,000 of 100% Sales &
States US$1.00 Distribution
each
France One share of 100% Sales &
€37,000 Distribution
Canada 2,000 100% Sales &
common Distribution
shares
US$10 each
Germany One share of 100% Sales &
€25,000 Distribution
United 10,000 of 100% Holding
States US$0.01 Company
each
England and OCne ordinary 100% Name
Wales share of £1 Protection
England and One ordinary 100% Name
Wales share of £1 Protection

Use

Rent and

Principal Terms

Term

Location Cotntry
106 Waterhouse Lane  England
Chelmsford

Essex CM1 2QU

Carholme Road England
Lincoin LN1 18P

4 Westchester Plaza United
Elmsford States

NY 10523-0482

Offices &
Warehouses
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8.1

Rent and

Location Country Use Principal Terms Term

Suite 301 United Offices US$9,678 p.a. 18 months from

6700 SW 105th Ave. States 1 November 2002
Beaverton

OR 87008

Bat 16 France Offices €97,804.97 p.a. 9 year lease
Burospace commencing

F91752 Biévres 7 May 1999

Room C3 Engiand Office /design £43,000 p.a. 3 years from 25 March
Greund Floor laboratory 2002

Centre Block

Elstree Business Park
Elstree Way
Borehamwood

Herts WD6 1RX

Industriestrafie 29 Germany Offices €35,744.52 p.a. 1 January 2003 to
82194 Grdbenzell 31 December 2006

UK Taxation

The following summary of the tax treatment in the United Kingdom {which applies only to persons
who are resident or ordinarily resident in the United Kingdom holding Ordinary Shares as an
investment and who are the beneficial owners of the Ordinary Shares)} is intended as a general
guide only and is based on current United Kingdom tax law and published practice at the date of
this document. Prospective subscribers for, or purchasers of, Ordinary Shares who are in any
doubt as to their tax position or who may be subject to tax in a jurisdiction other than the United
Kingdom should consult an appropriate professional adviser.

Dividends

8.1.1 Under current UK taxalion legislation, the Company is not required to withhold tax at source
from dividends.

8.1.2 Individual Shareholders resident in the United Kingdom for tax purposes, who receive
dividends paid by the Company, will be entitied o a tax credit. The amount of the tax credit is
currently one-ninth of the cash dividend or ten per cent. of the aggregate of the cash dividend
and the associated tax credit.

8.1.3 Such individua! Shareholders will be liable to income tax on an amount of income equal to the
aggregate of the dividend and the assodiated tax credit. This amount of incomne is treated as
the top slice of an individual’s income and the individual will be subject to inceme tax (if at all)
at the Schedule F ordinary rate (ten per cent.} or the Schedule F upper rate (32.5 per cent.) or
partly at the Schedule F ordinary rate and partly at the Schedule F upper rate depending
upon the individual's circumstances. The tax credit will be offset against the individual's total
income tax liability. As a result, an individual Shareholder who, after taking into account such
dividend income, is subject to UK income tax only at the starting or the basic rate will have no
further liability to income tax. Higher rate taxpayers will, after taking into account the fax
credit, have an additionat tax liability of an amount equal (at present rates) to 25 per cent, of
the cash dividend received.

8.1.4 UK-resident Shareholders whose income tax liability is less than the tax credit are not entitled
to claim a repayment of any part of the tax credit associated with dividends paid by the
Company.

8.1.5 A UK-resident Sharehcider who holds Ordinary Shares in a PEP or ISA will be exempt from
income tax on dividends in respect of such shares.

8.1.6 UK pension funds will not be entitted to reclaim the tax credit attaching to any dividend paid by
the Company.
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B.2

8.3

8.1.7 UK-resident corporate Shareholders will not generally be liable to corporation tax on any
dividend received from the Company. Such corporate Shareholders will not be able to claim
repayment of the tax credit attaching to any such dividend.

8.1.8 Shareholders who are not resident in the United Kingdom or who are subject to tax in a
jurisdiction outside the United Kingdom should consult their own fax advisers concerning their
liability to pay tax on dividends received from the Company.

Chargeable Gains

8.2.1 A disposal of Ordinary Shares by a Shareholder resident or ordinarily resident for tax
purposes in the United Kingdom or a shareholder who is not UK-resident but carries on a
frade, profession or vocation in the United Kingdom through a branch or agency {or, in the
case of a non-resident company, a permanent establishment) and has used, hald or acquired
the Ordinary Shares for the purposes of such trade, profession or vocation or such branch or
agency or permanent establishment may, depending on the Shareholder's circumstances,
and subject to any available exemptions or reliefs, give rise to a chargeable gain or an
allowable loss for the purposes of UK tax on chargeable gains. Special rules apply to
individuals at a time when they are temporarily not resident or ordinarily resident in the United
Kingdom,

8.2.2 A UK-resident Shareholder who holds Ordinary Shares in a PEP or an ISA will be exempt
from capital gains tax on gains accruing to him on a disposal or deemed disposal of Ordinary
Shares.

Stamp Duty and Stamp Duty Reserve Tax

8.3.1 The following stalements are intended as a general guide to the position under current
UK law and practice. They do not apply to certain categories of persons, in particular, market
makers, dealers, intermediaries and persons (or nominges for persons) who issue depositary
receipts or operate clearance services.

8.3.2 The allotment and issue of Ordinary Shares by the Company pursuant to the Offer will not
normally give rise to a charge to stamp duty or stamp duty reserve tax {"SDRT").

8.3.3 Agreements to transfer Ordinary Shares within CREST (where there is a change in the
beneficial ownership of Ordinary Shares) will attract SDRT normally at the rate of
0.5 per cent. of the amount or value of the consideration. The charge to SDRT arises, in the
case of an unconditional agreement fo transfer such shares within CREST, on the dafe of the
agreement, and in the case of a conditional agreement, on the date the agreement becomes
unconditional.

8.3.4 There is no additional stamp duty or SDRT liability where Ordinary Shares are taken out of
CREST (otherwise than pursuant to a fransfer on sale), and there is no additional stamp duty
or SDRT liability if Ordinary Shares are deposited in CREST for conversion into uncertificated
form (otherwise than pursuant to a transfer on sale or in contemplation of such sale).

8.3.5 Transfers on sale of existing Ordinary Shares outside CREST will be liable to ad valorem
stamp duty normally at the rate of 0.5 per cent. of the amount or value of the chargeable
consideration. A charge to SDRT, normally at the rate of 0.5 per cent. of the consideration,
arises, in the case of an unconditional agreement to transfer shares outside CREST, on the
date of the agreement, and in the case of a conditional agreement, the date of the agreement
becomes unconditional. The SDRT is payable on the seventh day of the month following the
month in which the charge arises. However, where an instrument of transfer is executed and
duly stamped before the expiry of a period of six years beginning with the date of that
agreement (or, if the agreement is conditional, the date on which the condition is satisfied),
the SDRT charge is cancelled to the extent that the SDRT has not been paid and, if any of the
SDRT has been paid, a claim may be made for its repayment, generally with interest. SDRT
and stamp duty are normally the liability of the purchaser.

8.3.6 The sale of the Sale Shares by the Selling Shareholders under the Offer wilt give rise to a
liability to stamp duty and/or SDRT as explained above. Under the terms of the Underwriting
Agreement, the Sellers (as defined therein) have agreed to meet the liability to stamp duty of
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8.4

8.5

10
10.1

10.2

10.3

original purchasers of the Sale Shares (as defined therein) which will arise on such initial sale
to the extent that such fiability does not exceed 0.5 per cent of the consideration. The Selfers
will aiso meet any liability to SDRT of the original purchasers arising in respect of the initia!
transfer of the Sale Shares by the Sellers within the CREST systam to the extent that such
liability does not exceed 0.5 per gent of the consideration.

8.3.7 Liabilities to stamp duty will be rounded up to the nearest multiple of £5.

Employee Shareholders

Special rules apply to Shareholders who are also employses of the Company or a connected
company. The rules are complex, and broadly can have the effect of charging income fax on an
acquisition, disposal or certain other transactions in relation to Ordinary Shares, rather than under
the (generally more favourable) capital gains tax regime.

Inheritance Tax

A gift of Ordinary Shares on the death of a Sharehalder (including those Shareholders who are
resident or ordinarily resident in the United Kingdom but are domiciled elsewhere) may give rise to
a liability to UK inheritance fax. For these purposes, a fransfer of assets at less than their full
market value may be treated as a gift.

Securities Laws

No action has been taken or will be taken in any jurisdiction that would permit a public offering of
the Ordinary Shares, or possession or distribution of this document or any other offering material
in any country or jurisdiction where action for that purpose is required.

The distribution of this document and the offer of Ordinary Shares in certain jurisdictions may be
restricted by law and therefore persons into whose possession this document comes should
inform themselves about and observe any such restrictions. Any failure to comply with these
restrictions may constitute a violation of the securities laws of any such jurisdiction.

The Ordinary Shares have not and will not be registered under the Securities Act and may not be
offered or sold within the United States.

Underwriting Arrangements

Pursuant to the Underwriting Agreement dated the same date as this document and made
between (1) the Company (2} the Directors {3) the Selling Shareholders {4) ABN AMRO
Rothschild (5) N M Rathschild and others, ABN AMRO Rothschild has agreed, subject o the
fulfilment of certain conditions, to procure subscribers for (or, failing which, itself to subscribe for)
the Ordinary Shares issued by the Company and to procure purchasers for {or, failing which, itself
to purchase) the Ordinary Shares sold by the Selling Shareholders in the Institutional Offer at the
Offer Price. ABN AMRO Rothschild has agreed o procure subscribers for or, failing which, to
subscribe the New Shares offered under the Employee Offer in respect of which chegues for
payment have been dishonoured.

The underwriting obligations of ABN AMRO Rothschild are subject to certain conditions. These
cenditions include, among others, Admission occurring not later than 8.00 a.m. on the Closing
Date (or such later time andior date as ABN AMRO Rothschild, N M Rothschild, certain of the
Selling Shareholders and the Company may determine, being not later than 8.060 a.m. on 30 July
2004). i Admission occurs, ABN AMRO Rothschild will be subject to an unconditional abligation to
underwrite the offer and sale of all Crdinary Shares issued or sold in connection with the Offer.

Under the Underwriting Agreement:

10.3.1 the Company and the Selling Shareholders (other than 3i) have severally agreed to pay to
ABN AMRO Rothschild, provided the Underwriting Agreement becomes unconditional, a
commission of 2.5 per cent. of the aggregate value al the Offer Price of the Ordinary
Shares sold by it and 3i has agreed on the same terms ta pay a commission of £1680,408
to ABN AMRO Rothschild;
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10.3.2

10.3.3

10.3.4

10.3.5

10.3.6

10.3.7

10.3.8

160.3.9

the Company and the Selling Shareholders may, each at their absolute discretion, pay 1o
ABN AMRO Rothschild an additional commission of up to 0.5 per cent. of the preduct of
() the Offer Price; and (i) the sum of the aggregate number of New Shares and Existing
Shares;

certain customary warranties and indemnities have been given to N M Rothschild and
ABN AMRO Rothschild by the Company, as well as by the Executive Directors, as to the
accuracy of the information in this document and as to other matters in relation to the
Group and its business;

each of the Non-executive Directors has given to N M Rothschild and ABN AMRO
Rothschild certain customary warranties relating to the accuracy of the information in this
document and himself;

each of the Selling Sharcholders who will remain as employees of the Group following
Admission has given to N M Rothschild and ABN AMRO Rothschild certain customary
warranties relating to himself or itself and the Ordinary Shares being sold by him or it;

each of the other Selling Shareholders {including the Institutional Investors) has given to
N M Rothschild and ABN AMRO Rothschild certain warranties relating to the Ordinary
Shares being sold by him or it;

the Company has agreed not to, without the prior written consent of ABN AMRO
Rothschild and the N M Rothschild, during the period ending 180 days after the Closing
Date {a) issue, offer, pledge, sell, contract to sell, sell any aption or contract to purchase or
sutbscribe, purchase any option or contract to sell or issue, grant any option, right or
warrant to purchase or otherwise transfer or dispose of, directly or indirectly, any Ordinary
Shares or any Securities convertible into or exercisabie or exchangeable for Ordinary
Shares or (b) enter into any swap or other agreement that transfers, in whole or in part,
any of the economic consequences of the ownership of Ordinary Shares, whether any
such transaction described in {a) or {b) is to be setiled by delivery of Ordinary Shares or
such other Securities, in cash or otherwise. The foregoing undertaking shall not apply to
{i} the issue and offer by the Company of the Ordinary Shares pursuant to the Offer,
(i} the issue by the Company of any Ordinary Shares upon the exercise of an option or
warrant or the conversion of a Security oulstanding on the date of the Underwriting
Agreement, details of which are contained in this document, {iii) the granting or exercise of
options or other rights to aequire Ordinary Shares or rights refated to Ordinary Shares or
the issue of Ordinary Shares under the Share Schemes, (iv) the issue of the Bonus
Shares referred to in paragraph 2.6.8 of this Part VIl and ({iv) the issue and allotment of
4,977 Ordinary Shares to the EBT as referred to in paragraph 2.7 of this Part VilI;

each of Keith Attwood, John Brewster, Michael Tierney, Trevor Cross and Neil Martin has
agreed not to, without the prior wrilten consent of ABN AMRO Rothschild and N M
Rothschild, during the Lock-up Period {a) offer, sell, contrast to sell, grant or sell any
option over, purchase any option or contract to sell, transfer, charge, pledge, grant any
right or warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, any
Ordinary Shares or any Securities convertible into or exercisable or exchangeable for
Ordinary Shares or (b) enter info any swap or other agreement that transfers, in whole ar
in part, any of the economic consequences of the ownership of Ordinary Shares, whether
any such fransaction described in (a) or {b) is fo be seltled by delivery of Ordinary Shares
or such other Securities, in cash or otherwise, or any other disposal or gther agreement to
dispose of Ordinary Shares or announce or publicise the intention to do any of the
foregoing.

Michael Hannant has also agreed to restrictions on the same terms as the other Senior
Managers as set out in paragraph 10.3.8 save that, as he is not a Selling Sharehoider, for
a period of one month following the announcement of the Company’s interim resulis for
the six months ending on 30 September 2004, he shall be entitled to sell Ordinary Shares
representing up to 23 per cent. of the aggregate of (i) the number of Ordinary Shares held
by him immediately following Admission and (ii} the number of Ordinary Shares over
which he held options under the Pre-IPO Share Opticn Plan immediately following
Admission; and
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11.3

10.3.10 ABN AMRO Rothschild may terminate the Underwriting Agreement before Admission in
certain circumstances, including if the warranties referred to above have ceased to be true
and accurate and not misleading in any respect which is material in the context of the
Offer and if certain force majeure circumstances arise before Admission.

Material Contracts

The following contracts (not being contracts entered into in the ordinary course of business) have
been entered intc by the Company and/or its subsidiaries during the two years immediately
preceding the date of this document or, in the case of the Underwriting Agreement referred ta in
paragraph 11.1 below, is expected to be entered into prior to Admission, and are or may be
malerial:

the Underwriiing Agreement referred to in paragraph 10 above;

the sale and purchase agreement for all of the issued share capital of Marconi Applied
Technologies Limited (since renamed eZv TL) and Marconi Applied Technologies Inc. (since
renamed e2v Technologies Inc.) and the assets of Marconi Applied Technologies SA dated 12 July
2002 and entered into between Marconi (1) and the Company {2) (the 2002 Agreement”).
Pursuant to the terms of this agreement, Marconi agreed to sell the issued share capital of e2v TL
to the Company, the issued share capital of e2v Technologies Inc. to e2v Holdings, Inc. (then
called Redwood 2002, Inc.) and the business of Marconi Applied Technologies SA (referred to in
more detail in paragraph 11.4 below) (the “French Business”} fo e2v Technologiss SAS.
Complstion took place on 12 July 2002, save for completion of the sale and purchase of the
French Business which occurred on 23 August 2002 (in accordance with the terms of the asset
fransfer agreement referred to in paragraph 11.4 below). The purchase price (the “Purchase
Price™) for the acquired entities was:

BV T e e e e s £49 300,000
e2v Technologies Inc. . ....................... e e £5,200,000
the French BusiNess ... .. .. e e £500,000
certain of the assigned trade receivables . ... ... ... ... ... .. L £2,000,000

The Purchase Price was settled by the payment of £50,000,000 in cash and the issuance of loan
notes by the Company with a nominal value of £7,000,000. The Company was also required to
procure the repayment of certain intra-group payables with a value of £2,000,000. The trade
receivables had a face wvalue of £2000,000 and were assigned from Marconi Applied
Technologies SA and related to the French Business. The 2002 Agreement contained an
adjustment to the purchase price by reference to the difference between the completion net worth
(as determined in accordance with the agreement) and £43,078,000. The 2002 Agreement
contains warranties from Marconi in favour of the Company. The period for notifying claims under
the warranties expired 18 maonths after completion, save in respect of claims under the
environmental warranties, which will expire on 12 July 2005. The 2002 Agreement also contains
other limitations on Marconi's liability (including an overall cap on liability equal to 60 per cent. of
the Purchase Price);

the deed of tax covenant entered into between Marconi (1) the Company {2) Marconi Optical
Components Limited (3) Marconi Software Solutions Limited (4) and Albany Partnership Limited
{5) dated 12 July 2002. The deed contains a covenant given by Marconi to the Company in respect
of tax liabilities of Marconi Applied Technologies Limited (since renamed e2v TL) and Marconi
Applied Technologies Inc (since renamed e2v Technologies Inc) which relate to events occurring
before 12 July 2002 or which arise as a result of e2v TL and e2v Technologies Inc’s connection
with the Marconi group of companies. The tax covenant is subject to a limitation period which
expires on 12 July 2009, a financial cap and certain other standard limitations. The deed provides
for the surrender of group refief by membaers of the Marconi group of companies t¢ e2v TL and e2v
Marconi Applied Technologies Inc for payment {surrenders are at the option of the Company save
where these have already been paid for). In addition, Marconi is responsible for the administration
of (i) e2v TL's fax affairs for accounting periods which end before 31 March 2002 and (i} e2v
Technologies Inc.’s tax affairs up to 12 July 2002. The deed includes a covenant given by the
Company in respect of secondary tax liabilities that could arise in the Marconi group of companies
as a result of a failure by e2v TL and e2v Technologies Inc. or the Company to discharge tax
payable by them;
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11.4

11.5

11.6

1.7

11.8

11.9

1110

111

the French asset sale agreement dated 23 August 2002 by and among Marconi Applied
Technologies SA ("Marconi France”) (1) Marconi (2) e2v Technologies SAS (3) and the
Company (4). In connection with the 2002 Agreement and in accordance with the terms of this
agreement, Marconi France transferred o e2v Technologies SAS the business {as a going
cancern) of the sale and marketing of radio frequency and sensing components and sub-systems
for medical, scientific, communication, industrial and defence markets in France, Benelux and
other associaled territories. The execution of this agreement was conditional upon a condition
contained in the 2002 Agreement, stipuiating that the consent of the French Minister of Economy
and Finance {pursuant to Clause L 151-3 of the French Monetary and Financial Code relating to
foreign investments in France) was obtained, and this consent was duly granted oblained on
19 August 2002. The Company guaranteed the performance at e2v Technologies SAS and
Margoni guaranteed the performance of Marconi France under this agreement;

an instrument dated 12 July 2002 constituling £7,000,000 fixed rate unlisted unsecured
subordinated loan notes of the Company and a redemption agreement dated 25 September 2003
relating to these loan notes entered intc betweesn Marconi Corporation ple (1) and the
Company (2);

a stock subscription agreement dated 12 July 2002 between e2v Holdings, lnc. (then called
Redwood 2002, Inc.) and the Company. Pursuant to this agreement, e2v Holdings, Inc. issued
and sald to the Company 1,000 shares of common stock (par value US$0.01 per share) for an
aggregate purchase price of £1,200,000 {thereby increasing the Company’s holding of commaon
stock of e2v Holdings, Inc. to 2,000 shares);

deeds of assignment of debt dated 27 fune 2002 and 12 July 2002 entered into between Marconi
Applied Technologies Limited (since renamed e2v TL) {1) and Marconi Corporation plc (2) relating
to debts of £586,000 and £18,273.30 (the “Debts™) respectively owed by Bookham Technology ple
to the Company. In censideration of the sums of £588,000 and £18,273.30 {which were payable in
cash, but teft outstanding as on-demand inter-company loans), e2v TL assigned the Debts fo
Marconi togsther with all present and future rights it was entitled to in relation to the Debis;

an investment agreement dated 12 July 2002 and entered into between the Company (1) Keith
Attwood, Michael Hannant and John Brewster {2) Michael Hassall and lan Slaughter {3) the
institutional Investors (4) and 3i Investments ple (5). This agreement provided for the terms of the
investment made by the Institutional Investors into the Company. The parties to this investrnent
agreement have entered into a termination agreement, which provides that the investment
agreement will terminate immediately upon Admission;

a loan note instrument constituting £21,354,545 of loan notes and payment in kind notes dated
12 July 2002 and executed by the Company. The loan notes constituted by this instrument were
issued o the Institutional Investors at the time of their investment in the Company and will be
repaid upon Admission;

a facifity agreement entered into between, inter afia, the Company (1) Marconi Applied
Technologies Limited {since renamed e2v TL) (2) the bank and financial institutions listed therein
(3) and The Governor and Company of the Bank of Scotland ("Bo3”) {4) dated 12 July 2002 (as
amended on 23 August 2002, 10 February 2003 and 31 March 2003} (the “Facility Agreement™).
In accordance with terms of the Facility Agreament, BoS has made available to the Company a
term loan facility of up to £35,000,000 {this is fully drawn) and a revolving credit facility of up to
£8,300,008 {the “Facilities”}. The final repayment date is 11 January 2010. The Company may, by
giving not less than five business days’ prior netice) prepay the whale or part of the Fadilities and
all accrued interest. A prepayment will incur break costs if not prepaid on an interest payment
date. No prepayment fee is payable;

in connection with the Facility Agreement, the Company {1} Marconi Applied Technelogies Limited
(since renamed e2v TL), e2v Holdings, Inc. (then called Redwood 2002, Ing) e2v
Technologies Inc., e2v Technologies (Canada) Limited and e2v Technologies GmbH (subject to a
limit of £500,000) {2) the bank and financial institutions listed therein as senior lenders (3) BoS as
facility agent and senior security trustee (4) BoS Treasury Services plc as hedging lender (5) 3i
investmenls plc as investor security trustee (6) the financial institutions listed therein as investors
{7) and Marconi as Vendor (8) entered into an intercreditor deed dated 12 July 2002 which sets out
the priority arrangements between the various named creditors;
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1112 an interest rate swap letter agreement entered into between the Company {1) and HBOS (2} on

22 August 2002, Pursuant to this letter agreement the Company has hedged a notional amount
{£37,000,000 as at 4 October 2002) against interest rate fluctuations for the perind 14 Qctober
2002 to the 1 August 2005. This [etter provides that the Company shall pay an amount to HBOS
on the first day of February, May, August and Novemnber {calculated in accordance with the terms
of this agreement) (“Payment Dates™} in each of the years up to termination at a fixed rate of
4.88 per cent.. In addition, HBOS shall pay to the Company an amount, calculated in accordance
with the terms of the letler agreement by reference to a “Floaling Rate Option”
(GBP-LIBOR-BBA), on each of the Payment Dates. This letter agreement contains
representations which are standard for such a contract;

1113 an agreement dated 26 August 2003 entered into between e2v TL {1} and Dynex Semiconductor

Limited ("Dynex”) (2} in respect of the acquisition of the business of the design, manufacture, test,
marketing and sale of radio frequency microwave sensors for use in automotive security alarms
carried on by Dynex. The maximum liability of Dynex under the warranties is the amount of the
consideration (being £2,072,930 less an adjustment for stock of £41,955.06). The warranty period
expires on 25 February 2005; and

11.14 a facility agreement between {1} e2v technologies plc and e2v technologies {uk) Limited (together

the "Borrowers"”), {2) e2v technologies plc, e2v technologies (uk) Limited, e2v technologies Inc.
and e2v Holdings, Inc. {together, the “Guaranters™, (3) Barclays Capital and Lloyds TSB Bank plc
as arrangers, {4) the financial institutions listed therein as original lenders (the “Original Lenders™)
and (5) Lloyds TSB Bank plc as agent dated 30 June 2004 {the “"New Facility Agreement’™), as
amended, pursuarnt to which the Original Lenders have agreed to make available to the Borrowers
a multi-currency term loan of £25,000,000 and multi-currency revolving credit facilities of up to
£35,000,000 (the “Facilities”) until the date five years from the date of the New Facility Agresment.

The New Facility Agreement contains events of default standard for facilities of this nature which
on breach may result in the advanees being either immediately due and payable or payable on
demand.

The New Facility Agreement contains warranties and covenants standard for facilities of this
nature including certain ongoing financial monitoring provisions and specific financial ratios which
the Group must maintain.

Interest payable under the New Facility Agreement equals the aggregate of:

{) the applicable Margin (as defined therein and which is dependent on the ratio of
consolidated total net borrowings to EBITDA of the Group);

(it IBOR (being either LIBOR or EURIBOR); and
{ii) Mandatory Costs {as defined therein), if any.

The Facilities are secured by way of fixed and floating charges from certain members of the Group
created in favour of Lloyds TSB Bank ple as agent and trustee for the Original Lenders.

Save as set out above, there are no other coniracts (not being contracts entered into in the
ordinary course of business) entered into at any time by the Company and/or any other member of
the Group which contain any provisions under which the Company andfer any other member of
the Group has any obligations or entitements which are material to the Company at the date of
this document.

General

Working Capital

The Directors are of the opinion that, taking into account bank facilities available to it and the nat
proceeds of the Offer receivable by the Company, the Company has available sufficient working
capital for its present requirements, that is, for at ieast the next 12 months following the publication
of this document.
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12.2

12.3

12.4

12.5

12.6

12.7

Expenses

The expenses of and incidental to the Offer, including the UK Listing Authority fee and the fees of
the London Stock Exchange, commissions and fees payable to ABN AMRO Rothschild, and the
costs of printing and distribution of documents are estimated to amount to approximately
£3.83 million {exclusive of VAT) and are payable by the Company.

Significant Changes

There has been no significant change in the financial or trading posilion of the Group since
31 March 2004, the date to which the accountants’ report set out in Part VI of this document has
been prepared.

Litigation

Neither the Company nor any of its subsidiaries is or has been engaged in nor, so far as the
Company is aware, has pending or threatened, any legal or arbitration proceedings which may
have, or have had during the 12 months preceding the date of this document, a significant effect
on the Company's financial position.

Nature of Financizal information

The financial information in this document relating to the Group and, in particular, contained within
the accountants' report set out in Part VI of this document does not comprise statutory accounts
within the meaning of section 240 of the Act. Statutory accounts for the Company for the peried
from incorporation t¢ 31 March 2003 included within the accountants’ report set out in Part VI of
this document have been delivered to the Registrar of Companiss in England and Wales and
statutory accounts for the Company for FY 2004 have been audited by the auditors and approved
by the Board and will be delivered to the Registrar of Companies in due course. The auditors gave
reports pursuant o section 235 of the Act in respect of these accounts and each such report was
an unqualified report and did not contain a statemeant under section 237{2) or (3) of the Act.

Consents

12.6.1 Each of ABN AMRO Rothschild, N M Rothschild and Hoare Govetl has given and has not
withdrawn its written consent to the issue of this document with the inclusion herein of the
referances to its nhame in the form and context in which it appeats.

12.6.2 Ernst & Young LLP are the reporting accountants for the purposes of the Offer. Ernst &
Young LLP has given and has not withdrawn its written consent to the inclusion of its
report in Parts VI and VH of this document and to its name and references to its hame and
such reports in the form and respective contexts in which they are included and has
authorised those parts of this document to which it consents for the purposes of
Regulation 6(1}{e} of the Financial Services and Markets Act 2000 (Official Listing of
Securities) Regulations 2001 (as amended).

Miscellaneous

12.7.1 The Ordinary Shares offered under the institutional Offer have been underwritten by
ABN AMRO Rothschild.

12.7.2 The Qrdinary Shares being placed or sold pursuant to the Offer have a nominal value of
5p each and the premium on issue pursuant to the Offer will be 150p per Crdinary Share.

12.7.3 Directors and officers fability insurance has been effected by the Company in respect of
each of the Directors for @ sum assured of £5 million.

12.7.4 There have not been any interruptions to the business of the Company which may have,
or have had, a significant effect on its financial position in the last 12 months.

12.7.5 Save as provided in paragraph 6.1 above, the Directors are not aware of any arrangement
under which future dividends are waived or agreed {0 be waived.
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13

13.1

13.2
13.3
13.4
13.5

13.6
13.7
13.8

12.7.6 The ISIN number for the Ordihary Shares is GBU0BO1DWE05. The Sedol number for the
Ordinary Shares is BO1DWS0.

Documents available for inspection

Copies of the following docurnents may be inspected at the offices of Macfarlanes, 10 Norwich
Street, London EC4A 1BD during usual business hours on any weekday (Saturdays, Sundays and
public hoiidays excepted) for a period of 14 days from the date of this document:

the Memorandum of Association of the Company and the Articles referred to in paragraph 3
above;

the service agreements referred to in paragraph 5 above;
the material contracts referred 1o in paragraph 11 above;
the letters of consent referred to in paragraph 12.6 above;

the accountants’ report from Ernst & Young LLP set out in Part Vi of this document, together with
the statement of adjustments relating thereto;

the Pro-forma Statement of Net Assets set out in Part Vi of this document;
the rules of the Share Schemes; and

the audited consolidated accounts of the Company and its subsidiaries for the periocd ended
31 March 2003 and for the year ended 31 March 2004 and the aggregated accounts for the Group
for the year ended 31 March 2002.

Dated: 19 July 2004

T —
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DEFINITIONS

The following definitions apply throughout this document unless the context requires otherwise:

HSEH

“ABN AMRO Rothschild”

*Act”

“Admission” or “Listing”

“Admission and Disclosure
Standards”

“Articles”

“Banks"

“Board” or “Directars”
“certificated” or “in certificated

form™

“Closing Date”

“Combined Code"

“Company”
“CREST"

"CRESTCo”

i1}

“g2v

"e2v TL"

"EBT"

“Eligible Employees”

“Employee Application Form”

3i Group ple, 3i Europartners Ill A LP, 3i Eurcpartners ill B LP and 3i
Paralle] Ventures LP

ABN AMRO Bank N.V. and N M Rothschild & Sons Limited {each
acting through ABN AMRO Rothschild, an unincorporated equity
capital markets joint venture)

the Companies Act 1985, as amended

the admission of the Ordinary Shares issued and to be issued to
{i} the Official List and (i} trading on the London Stock Exchange’s
market for listed securities becoming effective in accordance with the
Admission and Disclosure Standards

the requirements contained in the publication “Admission and
Disclosure Standards” dated 4 April 2004 containing, inter afia, the
admission requirements to be observed by companies seeking
admission to trading on the London Stock Exchange’s market for
listed securities

the articles of association of the Company adopted conditionally
upon Admission

Barclays Capital and Lloyds TSB Bank plc

the board of directors of the Company listed on page i of this
document, each member of which is a "Director”

not in uncertificated form

23 July 2004 or such other date as the Company, certain of the
Selling Shareholders, ABN AMRO Rothschild and N M Rothschild
may agree (being no later than 30 July 2004)

the principles of good governance and code of best practice
prepared by the Committee on Carporate Governance (as amended)
and appended to, buf not forming part of, the Listing Rules

e2v technologies plc

the relevant system (as defined in the Regulations} for the paperless
settlement of trades in listed securities in respect of which CRESTCo
is the operator

CRESTCo. Limited, a company incorporated under the laws of
England and Wales

the Group

e2v Technologies (uk) Limited, a company registered in England and
Wales with registered number 432014

the Company’s employee benefit trust established by a trust deed
dated 29 June 2004, which is known as the e2v Employee Benefit
Trust

employees and former employees of the Group (both full time and
part time) aged 18 and over, who were on the Group’s payroll on
16 June 2004 and who remain on the Group's payroll as at
Admission and who are resident in the United Kingdom

the form for use by Eligible Employees who have applied for New
Shares under the Employee Offer
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“Employee Offer”

“ERM”
“EURIBOR”

“Executive Directors”

"Existing Shares”

“FSMA”
“FY2002”
"FY2003”
“"FY2004"
“FY2005"
“Group” or "e2v”
*HBCS”

“Hoare Govett”
“IBOR”

“Institutionat Investors”

“Institutional Loan Notes”

"Institutional Offer”

“ITEPA"

“IPQ”
“LIBOR"
“Listing Rulas”

“Lock-up Period”

“London Stock Exchange”

“Management Buy Out” or
HMBOJI

“Marconi”
"Marconi Loan Notes”

“Microwave Car Alarm
Businass”

“N M Rothschild”

the sale of New Shares by the Company {through subscription} to
Eligible Employees mere particularly described in Part Il of this
document, the terms and conditions governing which are set out in
the Employee Apglication Form

Environmental Resources Management Limited
the European inter-bank cifered rate

the executive directors of the Company listed on page i of this
document

the 30,339,551 Ordinary Shares which the Selling Shareholders are
selling in the Instiutional Offer

the Financial Services and Markets Act 2000

the financial year of the Company ended on 31 March 2002
the financial year of the Company ended on 31 March 2003
the financial year of the Company ended on 31 March 2004
the financial year of the Company ending on 31 March 2005
the Company and its subsidiary undertakings

HBOS Treasury Services PLC

Hoare Govett Limited

LIBOR or EURIBOR

3t Group ple, 3i Europartners llla LP, 3i Europartners Hib LP and 3i
Parallel Ventures LP

the £21,828,423.45 of lcan notes and paymenit in kind notes issued
by the Company to the Institutional Investors

the sale of Ordinary Shares (through subscriptions or purchase) to
institutional and other investors as more particularly described in
Section A of Part Il of this document, the terms and conditions to
which are set out ih Section B of Part ll of this document,
comprising, in aggregate, 49,159,802 Ordinary Shares

the Income Tax (Earnings and Pensions) Act 2003
initial public offer
the London inter-bank offered rate

the rules and regulations made by the UK Listing Authority under
section 74{4) of FSMA, as amended from time to time

the period commencing on Admission and ending on the date on
which the Group's preliminary resulis for FY2005 are published

London Stock Exchange plc

the management buy out of e2v from Marconi which occurred in July
and August 2002 and which was backed by 3i

Marconi Corporation plc

the £7,000,000 fixed rate unlisted unsecured subordinated loan
notes of the Company issued by the Company to Marconi in 12 July
2002

the business and assets of the microwave car alarm division of
Dynex Semiconductors Limited, purchased by the Group in August
2003

N M Rothschild & Sons Limited
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“New Share Schemes”

“New Shares”

“Non-executive Directors”

“OEM”

“Offer”

“Qffer Price™
“Official List”
“Qrdinary Shares”
“Pre-IPO Plan”

"Registrar”

“Regulations”

“Securities”

“Securities Act”

“Selling Shareholders’

“Senior Managers”

“Shareholder”
“Share Schemes”

"“Treasury Shares”

“Trustee”
UK GAAP™
“UK Listing Authority”

“uncertificated” or “in
uncertificated form”

“Underwriting Agresment”

"United Kingdom" or “UK”
“United States” or "US”
VAT

the e2v Company Share Option Plan, the 82v Long Term Incentive
Plan, the e2v Sharesave Scheme and the e2v Share Incentive Plan

the 18,961,613 new Ordinary Shares to be allotted and issued by the
Company pursuant to the Offer

the non-executive directors of the Company listed on page i of this
document

an original equipment manufacturer

the Institutional Offer and the Employee Offer

155p per Ordinary Share

the Official List of the UK Listing Authority

ordinary shares of Bp each in the capital of the Company

the e2v Pre-IPO Share Option Plan summarised at paragraph 6.2 of
Part Vil of this document

Lloyds TSB Registrars

the Uncertificated Securities Regulations 2001 (SI 2001
No. 01/3755)

any securities of any member of the Group in issue, including
shares, warrants and bonds

the US Securities Act of 1833, as amended
those persons who are selling Existing Shares pursuant to the Offer

the senior managers of the Group listed under the heading "Senior
Management” in Part Il of this document

a holder of Ordinary Shares
the New Share Schemes and the e2v Pre-IPO Share Option Plan

Ordinary Shares purchased by the Company in circumstances in
which Section 162A of the Act applies and held in treasury

the truslee or frustees of the EBT
accounting principles generally accepted in the United Kingdom

the Financial Services Authority acting in its capacity as the
competent authority for the purposes of Part VI of FSMA

recorded on the relevant register of the share or security concerned
being held in uncertificated form in CREST, and title to which, by
virtue of the Regulations, may be fransferred by means of CREST

the underwriting and sponsor's agreement described in
paragraph 10 of Part Vil of this document

the United Kingdom of Great Britain and Northern Ireland
the United States of America, its territories and possessions

value added tax

85




GLOSSARY OF DEFINED TERMS AND BUSINESS DEFINITIONS

“ACC"

“Argus®”’

“CCD“

“Class 10 Clean Room”

“Class 10,000 Clean Room”

“DTI”
“EBITDA"
“"ECM"
“ESA"
"FCC”
"ot
"Klystron”
“L3Vision™”

“Magnetron”

“MRI”

“R&D”
“RF"

“Thyratron”

HTWTH

“UHF"

adaptive cruise control

a trademark used by e2v in relation to certain of its thermal imaging
cameras which is licensed from Argus Industries Inc.

charge coupled device — a solid state imaging sensor which is an
integrated circuit (a microchip) that converts optical images into
electronic signals

a clean, air-conditioned environment suitable for the most sensitive
manufacturing processes, requiring full body protection for the
limited number of people operating within the area, with significant
use of automatic product handling to remove all effects of the
environment or the human operators to create an environment that is
cleaner (with fewer particles) than a hospital operating theatre and is
used in the critical areas of CCD fabrication

an air-conditioned, humidity-controlled rcom with controlled access
and air filtration to exclude most airborne particles, suitable for
general high technology sensitive product manufacturing which is
extensively used for vacuum tube assembly and CCD post
processing

Department of Trade and Industry (UK)

earnings before interest, tax, depreciation and amortisation
electronic counter-measures

European Space Agency

the US Federal Communications Commission

an inductive output tube

a vacuum electron tube used for the amplification of RF signals
a registered trademark owned by e2v

a vacuum electronic tube that converts a high voltage electrical
pulse intc a pulse of microwave power

magnetic resonance imaging, being a common medical imaging
technique

research and development
radic frequency

a vacuum electronic tube used fo switch very quickly and efficiently
typically thousands of amps at very high voltages

travelling wave tube, being a linear electron beam tube used for the
amplification of RF signals

ultra-high frequency
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