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PRELIMINARY PROSPECTUS Subject to completion February 12, 2003

1,000,000 Shares

DEL: | Glohal

Technologies
Corp.

Common Stock

This prospectus relates to the issuance from tintente of up to 1,000,000 shares of our commonksigguable upon exercise of warrants
at an initial exercise price of $2.00, issued tdair shareholders in connection with settlemerd ofass action lawsuit. See “Business — Legal
Proceedings.”

Investing in our common stock involves a high degeeof risk. You should read this entire prospectusarefully, including the section
entitled “Risk Factors” beginning on page 2, whichdescribes the material risks.

Neither the Securities and Exchange Commission na@ny state securities commission has approved or digproved of these
securities or determined if this prospectus is trutful or complete. Any representation to the contray is a criminal offense.

The shares of common stock registered hereundebmagld upon exercise of the warrants from timgénte by the holders, and persons
exercising the warrants may engage a broker oedéakell the shares they receive. For additiorfatmation on the possible methods of s:
you should refer to the section of this prospeetutitied“Plan of Distribution” on page 64. We will bear abhsts relating to the registration of
the shares.

You should rely only on the information containedhis prospectus. We have not authorized anyopeadide you with information
different from that which is contained in this ppestus. We are offering to issue shares of our comstock only in jurisdictions where these
offers are permitted. The information containethiis prospectus is accurate only as of the datei®fprospectus, regardless of the time of
delivery of this prospectus or of any sale of comeon stock.
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PROSPECTUS SUMMARY

This summary highlights information contained ihextparts of this prospectus. Because it is a surpnitedoes not contain all of the
information you should consider before investingim common stock. You should read the entire mosis carefully, including the
information set forth under the heading “Risk Fastoand our financial statements and related ndbefore making a decision about investing
in our common stock. Unless otherwise specifidatiycated, “Del,” the “Company,™we,™our,”™ours,” and “us” refers to Del Global

Technologies Corp. and its consolidated subsidgarie
OUR BUSINESS

Del Global Technologies Corp., a New York Corpamtiwas incorporated in 1954. We are a leaderweldping, manufacturing and
marketing medical imaging equipment and power cwiga subsystems and components worldwide. Ourymtsdnclude stationary and
portable medical diagnostic imaging equipment; higllage power systems; and electronic systemsanmgponents such as electronic filters,
transformers and capacitors. Historically we haseva internally and through acquisitions. In Decemb999, we acquired an 80% interest in
Villa Sistemi Medicali S.p.A, a manufacturer of nad imaging systems, for approximately $520,000.

We have two operating segments, Medical Systemag;@medical imaging and diagnostic systems matwrir and Power Conversion
Group, a manufacturer of high voltage power corigarsystems and noise suppression componentsditicaad we have a third reporting
segment, Other, comprised of certain corporate resgee

Our Medical Systems Group designs, manufacturegsateaand sells medical imaging and diagnosticesgstconsisting of stationary and
portable imaging systems, radiographic/fluoroscap&tems, dental imaging systems and mammograstgrag. For the fiscal year ended
August 3, 2002, or fiscal year 2002, our Medica$t8yns Group segment represented approximately 5&Ur oevenues. Approximately 55%
of this segment’s revenues are attributed to @liah subsidiary, Villa Sistemi.

Our Power Conversion group designs and manufachigésvoltage power conversion systems and eleictmorise suppression
components for a variety of applications.

For further information concerning our operatingrsents, see the “Notes to Consolidated Financa&k8tents” included elsewhere in this
prospectus. For fiscal 2002, our Power Conversimu@® segment represented approximately 44% ofewemues.

We are hereby registering the issuance of sharesra€ommon Stock issuable upon exercise of wesrainan exercise price of $2.00. The
warrants were issued in connection with the settlemf a class action lawsuit in a transaction eptefnom registration under Section 3(a)(10)
of the Securities Act of 1933. See “Business — L&gaceedings.”

HOW TO CONTACT US

Our principal executive offices are located at @uenmerce Park, Valhalla, New York, 10595, and eleghone number is (914) 686-
3600. Our web site address is www.delglobaltech.daformation contained on our web site is notmated to be a part of this prospectus and
is not incorporated by reference into this prospect
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RISK FACTORS

Exercising your warrant and investing in our comnstock entails a high degree of risk. You shouleftély consider the risks and
uncertainties described below and elsewhere inghispectus before making an investment decisidditidnal risks and uncertainties not
presently known to us or that we currently deematenial may also impair our business operationarif of the following risks ¢
uncertainties occur, our business could be advgrafiected. In this event, the price of our commstmek could decline and you could lose part
or all of your investment.

RISKS RELATED TO THE COMPANY" S PAST FAILURE TO COMPLY WITH THE UNITED STATES SEC URITIES LAWS AND
OTHER INVESTIGATIONS AND LITIGATION

A failure to settle our ongoing enforcement acti@mould have a negative impact on our busine

On December 11, 2000, the Division of Enforcemédnhe Securities and Exchange Commission (“SEG)ésl a Formal Order Directing
Private Investigation, designating SEC officersaice testimony and requiring the production of@iertlocuments, in connection with matters
giving rise to the need to restate our previoustyied financial statements, specifically for tisedl years 1997 through 1999 and the first three
quarters of fiscal 2000.

We have reached an agreement in principle witlstaf of the SEC to settle the SEC’s claims agaissfThe settlement will include a
penalty of up to $400,000, and issuance of an atjan against any future violations of the antifitaperiodic reporting, books and records and
internal accounting control provisions of the fedeecurities laws. The proposed settlement maubgct to, among other things, any
necessary future restatement of our historicahiiie statements, or other material adjustmentsidgament is not aware of any restatements
or adjustments required with respect to the finanstatements included elsewhere in this prospebtweidition, the proposed settlement will
require approval by the SEC and by the U.S. Dis@murt for the District of Columbia, or the “D.Oistrict Court”. We can give no assurance
that this proposed settlement will be approveditheethe SEC or the D.C. District Court.

Although we have not reached a binding agreemetht tive SEC on this settlement proposal, managebedietves that this agreement in
principle is a reasonable basis on which it can estimate the financial impact of this SEC invedign. As a result, we recorded a charge in
the fourth quarter of fiscal 2002 related to thgsement in principle with the SEC, plus associ#tgdl costs. If we are not able to reach an
acceptable settlement with the SEC we may incustamitial additional penalties and fines.

Our common stock has been delisted from the NASDK&tional Market and we cannot predict when or if @vit will be listed on any
national securities exchange.

Our common stock was suspended from trading oN#selag National Market in December 2000. Followdrtgearing before a Nasdaq
Listing Qualifications Panel, the NASDAQ de-listedr common stock. Current pricing information om oammon stock has been available in
the “pink sheets” published by National Quotatiamr®&au, LLC. The “pink sheets” is an over-the-countarket which generally provides
significantly less liquidity than established staofchanges or the Nasdaq National Market, and guotestocks included in the “pink sheets”
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are not listed in the financial sections of newspapTherefore, prices for securities traded satethe “pink sheets” may be difficult to obtain,
and shareholders may find it difficult to resekithshares. In order to be re-listed, we will neztheet certain listing requirements including
requirements regarding independent directors. Ttenebe no assurance that we will be able to attnecnumber of independent directors
necessary to meet such listing requirements, emtbawill meet all other listing requirements.

The Department of Defense is investigating partaefr Power Conversion Group business, which couldué in loss of business and
monetary fines.

On March 8, 2002, our subsidiary, RFI Corporatigert of our Power Conversion Group segment, wasedawith a subpoena by the U.S.
Attorney for the Eastern District of New York inra@ection with an investigation by the U.S. Deparitredf Defense, or DOD. RFI supplies
noise suppression filters for communications arféree applications. This business accounted foroxppately $12 million of our revenues
fiscal year 2002.

The DOD investigation led us to undertake our omternal investigation. Among other outcomes, ouesgtigation resulted in a complete
reengineering of RFI's quality control practiceslaaplacement of several personnel. This reengimgeffort resulted in lower gross margins
for this business in the fourth quarter of fiscahy 2002 and the first quarter of fiscal year 2008.expect that gross margins for this business
will continue to be weak through the first halfffcal year 2003 as these new quality control pdaces are implemented and new personnel
take on their new responsibilities.

As an additional outcome of this internal invesdtigra, we recognized a non-cash charge of approxin®297,000 in the fourth quarter of
fiscal year 2002 to write off certain inventory tlizd not meet all relevant DOD specifications @dot likely to be able to be reworked. Other
than this inventory charge, and ongoing legal casiother costs have been recorded in relatidhaed®OD investigation because we cannot
predict the duration of this investigation or itstgntial outcome. In addition to these cost consitilens, if the DOD were to find that RElhew
procedures were inadequate, we might incur finelsatiner sanctions and/or be removed from certaseigonent approved vendor lists, which
would have a material adverse effect on our busines

We may never recover any amounts from our former GE

In the third quarter of fiscal 2001, we terminatlee employment of our former CEO. In February 200 filed a lawsuit against him in
the U.S. District Court for the Southern DistriétNew York (“New York District Court”) seeking dargas in excess of $15 million, alleging
fraudulent and other wrongful acts, including séms law violations, fraudulent accounting praeicbreaches of fiduciary duties, insider
trading violations and corporate mismanagement.

Our former CEO answered our complaint and courdengd for damages based on the termination ofrhj@@/ment by us, pursuant to
his then current employment agreement and brouniok party claims against certain directors andcefs. These third party claims by the
former CEO against our directors and officers wiisenissed on October 18, 2002, but the former CE&Wsuit against us is now in the
discovery phase of litigation. Our former CEO isldag damages from us in excess of $500,000. T¢twrde no assurance that we will be
successful in our claims against our former CEGevan if we are successful, due to the former CEQtported financial condition and
competing claims and/or fines and penalties that beaimposed, there can be no assurance that Weweil recover any damages from the
former CEO.
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Recent events may cause loss of existing and p@katistomers and supplier:

We have received inquiries from some of our custsraed suppliers relating to our previously disetbaccounting irregularities and
litigation arising out of such irregularities. Ac&ansequence, our relationships with existing custs and suppliers may be strained. In
addition, our ability to develop potential custosier suppliers to maintain and grow our businesg Inesadversely affected.

RISK FACTORS RELATED TO OUR BUSINESS
We have replaced virtually all of our managemenate and are dependent on two key executives.

We terminated 28 of our former senior managemersopmel as a result of the claims made againsy tisedbSEC and claims related to the
same underlying facts brought by our sharehold&sssequently, Samuel Park has served as our CEE® Biay 2001 and Thomas Gilboy has
served as our CFO since March 2001. Many key respitities have been assigned to these two indafisland we are very dependent on t
In addition, we have replaced most of the managémpemsonnel that previously reported to the CEO@R®. It has been challenging for Mr.
Park and Mr. Gilboy to quickly understand and depeind successfully implement effective stratefpesur business, particularly because
have replaced most of their direct reports. Owrisuccess will depend in large part on the caetirservice of Mr. Park and Mr. Gilboy. We
have an employment agreement with Mr. Park thad through April 2004, but Mr. Gilboy does not hareemployment agreement. We do
maintain “key person” life insurance on any of eamployees. As a result we are not insured againystosses resulting from the death of our
key employees. There can be no assurance thatleevéble to retain these members of managemaesttraict other qualified management.
The loss of the services of Mr. Park and Mr. Gillwoyld also have a material adverse effect on parations.

Our business is based on technology that is nottpoted by patent or other rights.

The technology and designs underlying our prodasunprotected by patent rights. Our future sigcisedependent primarily on
unpatented trade secrets and on the innovativis sléthnological expertise and management atsilifeour employees. Because we do not
have patent rights in our products, our technology not preclude or inhibit competitors from proihgcproducts that have identical
performance as our products. In addition, we cagonatantee that any protected trade secret cotitdately be proven valid if challenged. A
such challenge, with or without merit, could bedigbnsuming to defend, result in costly litigatidivert our management’s attention and
resources and, if successful, require us to payetaoy damages.

We may not be able to compete successfully.

A number of companies have developed, or are ezgeotdevelop, products that compete or will corapeth our products. Many of
these competitors offer a range of products insaotfaer than those in which we compete, which malgarsuch competitors more attractive to
hospitals, radiology clients, general purchasirgpaoizations and other potential customers. In aiditmany of our competitors and potential
competitors are larger and have greater finanewdurces than we do and offer a range of produotler than our products. Some of the
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companies with which we now compete or may comipetiee future have or may have more extensive rebeaarketing and manufacturing
capabilities and significantly greater technicad @ersonnel resources than we do, and may be Ipeé@ioned to continue to improve their
technology in order to compete in an evolving iridus

We may not be able to meet our financial covenantsler our credit facility.

In the fourth quarter of fiscal 2002, we breachedain of our financial covenants contained in boan and Security agreement dated .
10, 2002 with Transamerica Business Capital CotfmraOn November 1, 2002, we received a waivahe$e defaults from Transamerica
amended certain other provisions of the creditifgciOn December 17, 2002, we signed a Second Almemt with Transamerica. This Seci
Amendment includes revised financial covenantsweaexpect to be able to continue to meet, buethan be no assurance that we will be
to continue to meet them. If we were to breachamwenants, Transamerica could accelerate the asduetunder and foreclose on assets
securing our credit facility and we would be ford¢edseek alternative sources of funding for ourtdepayment obligations and growth.

The valuation of our deferred tax assets and theagnition of tax benefits in each period assumesuie taxable income and profitability.

During fiscal years 1999 through 2002, we recoghizagbstantial pre-tax losses. Some of these pri$ars resulted in a short-term tax
benefit, in that those losses are also tax dedadtBses, and enabled us to claim a refund fasaxeviously paid, which we recognize on our
balance sheet as Income tax receivable. As of Nbeer®, 2002, we have received a substantial podidhe income tax receivable recognized
on our Balance Sheet. In addition to the short-teemefit that we recognize as income tax receivahlenet operating losses for tax purposes
give rise to “Deferred tax assets,” which represkatmonetary value of future utilization of tax$ocarryforwards to reduce income taxes.

One critical element in the valuation of deferrad &ssets is management’s expectations about ture forofitability. If we have tax loss
carryforwards, but we did not expect to have tag@htome in the future, we would value our defeteedassets at a lower amount (possibly
zero) because those tax loss carry forwards coydteebefore they can be used.

Although our expectations are that in the futurewilehave sufficient taxable income to absorb thésx loss carry forwards, this situation
could change in the future if the profitability @fir U.S. business was less than what we expedtsd, Wwe may not be able to realize the be
of our deferred tax asset.

Our delay or inability to obtain any necessary U@.foreign regulatory clearances or approvals four products could harm our business
and prospects.

Our medical imaging products are medical devicasdhe the subject of a high level of regulatorgrsight. Any delay in our obtaining or
our inability to obtain any necessary U.S. or fgreiegulatory approvals for our products could hatmbusiness and prospects. The proce
obtaining clearances and approvals can be costlyiare-consuming. There is a risk that any appi®walclearances, once obtained, may be
withdrawn or modified. Medical devices cannot bekaged in the U.S. without clearance or approvaiht®yFood and Drug Administration, or
FDA. Medical devices sold in the U.S. must alsortanufactured in compliance with FDA Good ManufaictyPractices, which regulate the
design, manufacture, packing, storage and installatf medical devices. Moreover, medical deviaesraquired to
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comply with FDA regulations relating to investigatal research and labeling. States may also regtiiatmanufacture, sale and use of medical
devices, particularly those that employ X-ray tealbgy. Our products are also subject to approvdlragulation by foreign regulatory and
safety agencies. If we do not obtain these appsove could be precluded from selling our prodoecteequired to make modifications to our
products.

We must rapidly develop new products in order tongete effectively.

Product technology in our industry, particularlytire x-ray and medical imaging businesses, evohygiglly, and making timely product
innovations is essential to our success in the atpl&ce. The introduction by our competitors ofdurcts with improved technologies or
features may render our existing products obsaleteunmarketable. If we cannot develop productstimely manner in response to industry
changes, or if our products do not perform well, lousiness and financial condition will be adveyssfected. Also, our new products may
contain defects or errors which give rise to pradiability claims against us or cause the proddetail to gain market acceptance.

We must conduct our business operations withoutinfling on the proprietary rights of third parties.

Although we believe our products do not infringetbe intellectual property rights of others, thea@ be no assurance that infringement
claims will not be asserted against us in the tutarthat, if asserted, any infringement claim Wél successfully defended. A successful claim,
or any claim, against us could distract our manageis attention from other business concerns andradly affect our business, financial
condition and results of operations.

Payments required under certain change of contrgraements with our key executives could unduly bemdour company

We have entered into agreements with all of oucetiee officers providing for substantial severapegments to them in the event they
were terminated in connection with certain chargfeontrol. While we believe these agreementsragortant to ensure the continued
dedication of our key employees, the large paymesuigired pursuant to these change of control ageets could unduly burden us or serv
a barrier to a potential acquirer. This, in turoyld limit the ability of our shareholders to siieir shares at a favorable price.

There is a risk that our insurance will not be siugfent to protect us from product liability claimsr that in the future product liability
insurance will not be available to us at a reasotalzost, if at all.

Our business involves the risk of product liabilitgims inherent to the medical device businessnvdimtain product liability insurance
subject to certain deductibles and exclusions. sea risk that our insurance will not be suffittieo protect us from product liability claims,
or that product liability insurance will not be deale to us at a reasonable cost, if at all. Amsared or underinsured claim could materially
harm our operating results or financial condition.

We face risks associated with handling hazardousten&ls and products.

Our research and development activity involvescthigrolled use of hazardous materials, such as i carcinogenic chemicals.
Although we believe that our safety procedureshimidling and disposing of such materials comphhe standards prescribed by federal,

6




Back to Contents

state and local regulations, we cannot completiétyirate the risk of accidental contamination quiy from these materials. In the event of an
accident, we could be held liable for any resultitagnages, and such liability could be extensive.af¢ealso subject to substantial regulation
relating to occupational health and safety, envirental protection, hazardous substance controlyestie management and disposal. The
failure to comply with such regulations could subjes to, among other things, fines and crimireility.

Our business could be harmed if our products comtaindetected errors or defects or do not meet costo specifications.

We are continuously developing new products anddwipg our existing products. Newly introduced @graded products can contain
undetected errors or defects. In addition, thesdymrts may not meet their performance specificatiomder all conditions or for all
applications. If, despite our internal testing &esting by our customers, any of our products dostarrors or defects, or any of our products
fails to meet customer specifications, we may lggiired to recall or retrofit these products. We maybe able to do so on a timely basis, if at
all, and may only be able to do so at considerakfeznse. In addition, any significant reliabilityoplems could result in adverse customer
reaction and negative publicity and could harmlmusiness and prospects.

The seasonality of our revenue may adversely imghetmarket prices for our shares.

Our revenue is typically lower during the first gies of each fiscal year due to the shut-down @rapons in our Milan, Italy and
Bayshore, New York facilities for part of Augusicbayear. This seasonality causes our operatindtsdswary from quarter to quarter and
these fluctuations could adversely affect the mizpkiee of our common stock.

RISKS RELATED TO THIS OFFERING

Although we are subject to the information and repioag requirements of the Securities Exchange Adt1934, our common stock has n
been quoted or traded on a national exchange sibErember 2000 and investors in our common stock el subject to risks associated
with the public trading market generally.

We cannot predict the extent to which a tradingkeatwill develop or how liquid that market mightdmene. If you exercise your warrant
and receive common stock, you will pay a price thas not established in the public trading markéta1 may suffer a loss of your investme

A significant number of our shares will be availadifor future sale and could depress the market prf our stock

As of December 31, 2002, an aggregate of 10,34%B&Ees of our common stock were outstanding. diitiad as of December 31, 2002,
there were outstanding warrants to purchase 1,0850ares of our common stock and options to pseBa@70,055 shares of our common
stock, 1,567,229 of which were fully vested. Salkgrge amounts of our common stock in the macketd adversely affect the market price
of the common stock and could impair our futurdighio raise capital through offerings of our etyusecurities. A large volume of sales by
holders exercising the warrants or options coulkehasignificant adverse impact on the market psfagur common stock.
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Our stock price may be volatile.

The experiences of other small companies indidetethe market price for our common stock couldhigély volatile. Many factors could
cause the market price of our common stock to diatet substantially, including:

# future announcements concerning us, our competitoosher companies with whom we have businestioakhips;

-

" changes in government regulations applicable tdbasiness

-

" overall volatility of the stock market and genezabnomic conditions

-

" changes in our earnings estimates or recommenddtipanalysts; and

-

" changes in our operating results from quarter trtgu.

Accordingly, substantial fluctuations in the primieour common stock could limit the ability of ocurrent shareholders to sell their shares
at a favorable price.
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USE OF PROCEEDS

The 1,000,000 shares of our common stock are itsuglon exercise of the warrants. If all the watsamere to be exercised and all the
shares of common stock underlying such warrantg webe issued, we would receive gross proceefi2.6fmillion, less expenses.

Based on our financial condition and agreementsf danuary 2003, we expect to use such net prodeedspayment of amounts
outstanding under our U.S. revolving credit fagilitith Transamerica. As of November 2, 2002, amsanitstanding under this facility were
approximately $5.2 million and we are incurringeirgst costs at the rate of 5.5%. Should that situ@hange, the net proceeds could also be
used for general corporate purposes, includingawitfimitation:

* working capital,
* the repayment of other debt; the financing of gassacquisitions or business expansion or the aafimg of prior acquisition:
* the repurchase of our common stock; and/ or

* temporary investment.

To the extent that proceeds are available followagayment of our debt, we reserve the right tdaeate or change the specific use of the
net proceeds to respond to fluctuations in ourriess and to take advantage of opportunities whie lbe complementary to our operations.
See “Management’s Discussion and Analysis of Firg@ondition and Results of Operations — Liquidityd Capital Resources.”
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CAPITALIZATION

The following table sets forth our consolidateditajzation as of November 2, 2002: (1) on a histrbasis and (2) as adjusted to reflect
the assumed issuance of our common stock uponisearicl,000,000 warrants at an exercise pric2d®per share.

This table should be read in conjunction with oistdrical financial statements and related notes“&anagement's Discussion and
Analysis of Financial Condition and Results of Gyiems” appearing elsewhere in this prospectus.
As of November 2, 200

Actual As adjustec
(dollars in thousand:

Cash $ 1,23¢ $ 1,23¢
Shor-term credit facilities $ 5,15¢ $ 3,15¢
Current portion of lon-term deb! 543 542
Long-term debt 4,891 4,891
Subordinated not 1,65¢ 1,65¢
Minority interest 937 937

Shareholders, equit
Common stock, $0.10 par value;
Authorized 20,000,000 share

Issued and outstandil- 10,976,081 and 11,976,081, as adjusted Noveml| 1,097 1,197
2992

Additional paid in capital 63,58: 65,48:
Accumulated other comprehensive i (229) (223)
Accumulated defici (22,37%) (22,37%)
Less common stock in treasury - 628,566 shareoaeidber 2, 2002 (5,507) (5,5072)
Total shareholders' equi 36,577 38,57°
Total capitalizatior $ 49,760 $  49,76!
Common shares outstanding 10,347,51  11,347,51
Book value per shai $ 35: % 3.4C
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PRICE RANGE OF COMMON STOCK; DIVIDEND POLICY AND RE LATED
SHAREHOLDER MATTERS

Our common stock was suspended from trading oN#dselag National Market on December 19, 2000 beoaad®ad not filed an annual
report for the year ended July 29, 2000 within$iC’s prescribed time period. In December 2000Nsdaq National Market delisted our
common stock and since that time, our common dtaskbeen traded in the “pink sheets,” or over-th@ter market. The “pink sheets” is an
over-the-counter market which provides significamlss liquidity than established stock exchangab@®Nasdaq National Market, and quotes
for stocks included in the “pink sheets” are nstdd in the financial sections of newspapers athaise for established stock exchanges and the
Nasdag National Marke

As of January 31, 2003, there were approximated@@ holders of common stock. The following tablewh the high and low closing sa
prices per share of our common stock since Augd80_2as reported by Nasdag National Market thrddgtember 19, 2000 and over-the-
counter starting December 20, 2000 (second quaftiscal year 2001). The last reported sale pigceour common stock on February 6, 2003
was $3.50 per share. The over-the-counter marlatatians listed below reflect inter-dealer pricgghout retail mark-up, mark down or
commission and may not represent actual transaction

Fiscal Period High Low

Fiscal Year 2001

First Quarter $ 9.81 $ 8.31
Second Quarter 8.6: 0.5¢€
Third Quartel 3.0C 1.0C
Fourth Quarter 2.2t 1.0C

Fiscal Year 2002

First Quarter $ 3.0C $ 1.12
Second Quarter 4.3t 2.5C
Third Quartel 3.4t 1.5C
Fourth Quarter 4.2t 2.0C

Fiscal Year 2003
First Quarter $ 3.7¢ $ 1.9C
Second Quarter 4.01 1.9C

We have not paid any cash dividends, except fop#tyenent of cash in lieu of fractional shares, sih883. The payment of cash dividends
is prohibited under our U.S. credit facility witmahsamerica. We do not intend to pay any cash elidd for the foreseeable future.
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The following table summarizes the securities atitled for issuance under equity compensation pdansf August 3, 2002:

(©

@ Number of
securities
Number of (b) . f
Securities to be Weighted- remamlnfgravallable
issued upon average future issuance
exercise of exercise price of under
outstanding outstanding equity
options, options, compensation
warrants warrants and
Plan Category and rights rights plans @
Equity compensation plans approved by security drstd
Stock Option Plan 1,990,055 $3.45 253,160
Equity compensation plans not approved by sec
holders:
Warrants issued in connection with the acquisitid 50,000 $7.94 None
Villa @
Warrants granted for services rendefféd 15,000 $7.69 None
Warrants issued in settlement of class action liv8u 1,000,00C $2.00 None

(1) Excludes securities reflected in column

(2) The warrants granted to the former majorityrehalder of Villa Sistemi Medicali S.p.A. (“Villa"n connection with our acquisition of
Villa in December 1999. The warrants expire in Deber 2005

(3) The warrants granted to consultants for servicedered in 1999. The warrants expire in October 2

(4) Pursuant to our class action settlement withshareholders, we issued warrants to purchasesbéour common stock at an exercise
price of $2.00 per share. This prospectus relatéset issuance from time to time of the commonlstssuable upon exercise of these
warrants. The issuance of these warrants was mtrsma court order issued in connection with thélement of the class action lawsuit,
and, therefore, was exempt from the registratiguirements of the Securities Act of 1933 pursuargection 3(a)(10) thereof. The
warrants expire in March 200
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SELECTED FINANCIAL DATA

The selected income statement data presentedddistial years ended August 3, 2002, July 28, 20@lLJuly 29, 2000 and the balance
sheet data as of August 3, 2002 and July 28, 260& heen derived from our audited consolidatechfira statements included elsewhere in
this prospectus. The balance sheet data as 029uB000 have been derived from audited finant¢&ements not included herein. The sele
income statement data for the three month peridée&November 2, 2002 and October 27, 2001 anceteeted balance sheet data as of
November 2, 2002 and October 27, 2001 have beéreddrom unaudited financial statements includisgwhere in this prospectus. Finant
information for the fiscal years ended July 31,988d August 1, 1998 is not presented herein, sheénancial statements for those years,
which we have determined to be incorrect, havebeet, and will not be, restated and therefore shoot be relied upon. This selected
financial data should be read in conjunction witin Gonsolidated Financial Statements and relatégsrtbereto and “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations” appearing elsewhere inghispectus. The results of operations for
the three months ended November 2, 2002 are nesgadly indicative of the results to be expectadtie full year or for any future period.

DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES
(Dollars in thousands, except per share data)

Fiscal Years Ended Three Months Ended

August 3, July 28, July 29, Nov. 2, Oct. 27,

20020 2001® 2000®) 2002 2001
Income Statement Data:
Net sales $ 98,132 $ 92,958 $ 79,59( $ 25,55¢ $ 19,48:
Gross margit 19,57¢ 18,86¢ 14,70: 5,42¢ 3,74%
Selling, general and administrative 21,69 17,25: 15,31 5,621 5,251
Research and developmt 2,91¢ 2,87¢ 4,36¢ 312 531
Litigation settlement costs/(recovery) 7,718 9,75¢ — — (25¢)
Facilities reorganization costs 1,292 822 — 234 42
Operating los! (14,047 (11,849 (4,999 (739 (1,879
Minority Interest 197 37¢ (77) 13 12
Net loss (12,019 (8,527) (3,63¢) (60€) (1,535
Net loss per basic and diluted sh $ (139 $ (109 $ (049 $ (0.0 $ (0.20

As of As of
August 3, July 28, July 29, Nov. 2, Oct. 27,
2002 2001 2000 2002 2001

Balance Sheet Data
Working capital $ 18,93t $ 22,26¢ $ 27,33 $ 17,88. $ 19,88
Total asset 77,691 81,65¢ 82,80¢ 72,50: 81,25:
Long-term debt 6,74: 6,22z 5,95 6,547 6,36:
Shareholders’ equity 37,141 41,79! 46,06 36,571 40,48¢
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(1) Fiscal 2002 includes $1,292,000 in facilities reorigation costs, which were principally relatedhe closing of our Hicksville, New Yor
facility. (See Notes to Consolidated Financial &tants included elsewhere in this prospectus.pF&¥02 also includes $7,713,000 in
Litigation settlement costs, principally for finzdition of the settlement of a class action suitthedagreement in principle to settle an SEC
investigation. (Se“Legal Proceedin(’ included elsewhere in this prospectt

(2) During fiscal 2001, we recorded $9,759,000 tigation settlement costs related to a class adawsuit. (See Item 3, “Legal Proceedings”
included elsewhere in this prospectus.) Duringdig901, we also decided to close two facilitied eecorded a restructuring charge of
$822,000. (See Notes to Consolidated FinanciaéBtants included elsewhere in this prospec

(3) In December 1999, we acquired Villa Sistemi Medi&ap.A. (See Notes to Consolidated Financial &tates included elsewhere in tl
prospectus.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read in catijom with “Selected Financial Data”
and our financial statements and related notegtifieincluded elsewhere in this prospectus.

This prospectus contains forward-looking statem#rashave been made pursuant to the provisiottsedPrivate Securities Litigation
Reform Act of 1995. Actual results could differ radally from those projected in the forward-lookistements as a result of the risk factors
set forth above and elsewhere in this prospectimenMsed in this prospectus, the words “will,” “shy” “expects,” “intends,” “anticipates,”
“estimates” and similar expressions, among othdesitify forward-looking statements for purposesSettion 21E of the Securities Exchange
Act of 1934, as amended and Section 27A of the I8@a=uAct of 1933, as amended. Although we belithase forward-looking statements are
based upon reasonable assumptions, these mayavet forbe correct. Such risks and uncertaintiesidlec among others, those described
above under “Risk Factors,” many of which are ba&yoar control. We undertake no obligation to puiligpdate forward-looking statements,
whether as a result of new information, future eésear otherwise. We urge you, however, to coreoyt further disclosures we make on rel:
subjects in our future reports to the SEC.

Investors should not rely upon forward-looking staents except as statements of our present intsrdiod of our present expectations as
of the date of this prospectus which may or mayoour.

Overview

Del Global Technologies Corp. is a leader in depiglg, manufacturing and marketing medical imagiggipment and power conversion
subsystems and components worldwide. Our prodocisde stationary and portable medical diagnost&ging equipment, high voltage
power systems and electronic systems and composeciisas electronic filter, transformers and cdpexi Operating businesses that we report
as segments include our Medical Systems Group anBa@wver Conversion Group. In addition, we havkimtreporting segment, Other,
comprised of certain corporate expenses.

Our businesses continue to compete vigorously andomtinue to enjoy solid relationships with oustomers. We expect that the
withdrawal of a major Medical Systems Group contpetiill contribute to increased orders and satefir Medical Systems Group. Our
Power Conversion Group has been selected as aeupiphigh voltage power systems by the two Feldeveation Administration, or FAA,
qualified manufacturers of Explosive Detection 8yss, or EDS, for checked baggage.

Critical Accounting Policies

Significant accounting policies are outlined in Bldtof the Notes to our Consolidated Financialeédtants included elsewhere in this
prospectus. We have identified the accounting &fedted tax assets and the allowance for obsofeteercess inventory as being critical
accounting policies due to the significant amourgsiimates involved.
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We account for deferred taxes in accordance witteStent of Financial Accounting Standards (“SFAIS8) 109, ‘Accounting for Incom
Taxes,” whereby we recognize an asset relatedrtaoetwperating losses. We anticipate that thistassl be utilized against future operating
profits; however, we can make no assurances thaiuminess will generate profits in the future.gkdNovember 2, 2002, this deferred tax a
represented approximately 23% of our total asSsts."Risk Factors — The valuation of our defereedassets and the recognition of tax
benefits in each period assumes future taxablenecand profitability.” We expect to be profitabtefiscal 2003, however, we continuously
evaluate the likelihood of the recoverability ofr aleferred tax asset recognized as of the endediigbal 2002. We have not provided for a
domestic income tax benefit despite a loss dutiedfitst quarter of fiscal 2003. No adjustmentsto deferred tax assets were made during the
first quarter of fiscal 2003 and the balances aigidally unchanged from the end of the fiscal 2@3@ept for the amounts recorded at Villa
Sistemi, our foreign subsidiary.

Another significant estimate is our allowance fbsolete and excess inventory. We re-evaluate tawahce for obsolete inventory
generally once a quarter, and this allowance caaprihe most significant portion of our inventagerves. The re-evaluation of reserves is
based on a written policy, which requires at a minn that reserves be established based on oursemafhistorical actual usage on a part-by-
part basis. In addition, if management learns etjr obsolescence in addition to this minimunmiata, these additional reserves will be
recognized as well. Specific obsolescence migkeatue to a technological or market change, orthasesancellation of an order. As we
typically do not purchase inventory substantiatlyadvance of production requirements, we do no¢eixpancellation of an order to be a
material risk. However, market or technology changen and do happen.

In addition, the Company also uses certain estisnatdetermining interim operating results. The trsignificant estimates in interim
reporting relate to the valuation of inventoriesr Eertain subsidiaries, for interim periods, th@@any makes an estimate of the amount of
labor and overhead costs attached to finished gioedsitories. As of August 3, 2002, finished googjsresented approximately 21% of the net
carrying value of the Company’s total net inventdryaddition, at one subsidiary, the valuatioralbinventories at an interim period end is
valued on a gross margin roll-forward method. Irstrguarters, the value of this subsidiary’s inventepresents approximately 10% of the
Company'’s net carrying value of inventory (exclgithat subsidiary’s finished goods, which wouldeuded in the discussion above
regarding finished goods). We believe the estinmati@thodologies used in both these cases to beatxute.

RESULTS OF OPERATIONS
Three Months Ended November 3, 2002 Compared To Tlkee Months Ended October 27, 2001

Net sales for the first quarter of fiscal 2003 weignificantly higher than the first quarter ofdéd 2002 at both operating groups, Power
Conversion and Medical Systems. The Power ConveiGioup had a 38% increase over the prior yeartgudue to increased shipments o
high voltage power supplies to airport explosiveedgon system suppliers. Sales at Electronic Systend Components Division were
basically flat when compared to the prior year. Metical Systems Group also showed strong salethéofirst quarter with a year over year
increase of 24%. Medical Systems Group sales wet®th internationally and domestically. Overally sales increased over the comparable
period by $6.1 million or 31%.

Gross margins as a percent of sales for the firattgr of fiscal year 2003 rose 2% to 21.2% vel$u2% in the first quarter of fiscal 2002
for a total dollar profit increase of $1.7 milligrear over year. The Power Conversion Group’s margige while the Medical Systems
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Group’s declined as a percentage of sales. The YAdiiage Power Division’s margins benefited fromgraficant increased sales to suppliers of
airport explosive detection systems and improved pct line cost improvements. Sales and margitiseadther Power Conversion Group
operations were down year over year. Despite satesases at the Medical Systems Group, gross n&ngithe current year’s first quarter
declined approximately 1.2%. Although we improvedss margins in our U.S. operations (as a resuihpfoved pricing and product mix),

our European operations did not have a repeahaftamargin development contract that was include2D02’s first quarter. The group
continues to evaluate its product line contributisargins and seeks to emphasize its higher margitupts.

Overall operating expenses were comparable witlersgs in the prior year quarter. Engineering rélaigenses were allocated to current
products, resulting in lower research and develogrdering the current quarter when compared withghor year. Selling, general and
administrative expenses (“SG&A”) continue to inadudnusually high consulting, legal and personnpkeses incurred in connection with our
reorganization efforts and current legal matterdisslosed in the contingencies footnote to ouariitial statements included with this
prospectus. SG&A includes an expense of $245,00pdpments related to the separation agreemertiedagith the former president of our
Italian subsidiary more fully described in the sedpsent events footnote to the financial statemiastaded in our prospectus.

Facilities reorganization costs relate to the cargd phase out of the Power Conversion Gratficksville, N.Y. facility which was starte
in the fourth quarter of fiscal 2002 and will cante until the relocation to that group’s ValhaNaY. facility is complete.

There were no litigation settlement costs in theent year first quarter and none are expectetaaf2003. However, we may incur some
costs in connection with the settlement of our ang®OD investigation and management cannot esértegt amount of any such settlement.
We recognized a recovery from insurance of $258f60@:gal costs from the class action litigatiorthe first quarter of fiscal 2002.

Operating results showed an improvement of $1.lianilvhen compared with the same quarter of fi2€dl2 resulting in a decrease in
operating loss to $739,000. Increased sales ars$ gnargin contributed to the improvement offsetantinued higher SG&A expenses.

Interest expense for the quarter ended Novemi20(® was lower due to decreased borrowings andrloierest rates.

We recognized current year first quarter incom&5§¥3,000 related to the settlement of a disputmection with a 1999 product line
acquisition. This amount is included in other ineofar the first quarter of fiscal 2003.

We expect to be profitable during fiscal 2003, hegrananagement continuously evaluates the likelhafcdhe recoverability of the
deferred tax asset recognized as of the end gfrthgous fiscal year. We have not provided for & WWlomestic income tax benefit despite a
loss for the quarter. No adjustments to our defetag assets were made during the quarter andafhades are basically unchanged from the
end of fiscal 2002 except for the amounts recoateslr foreign subsidiary.

Our net loss of $606,000 or ($.06) per share feffitst quarter of 2003 compares favorably witlesslof $1.5 million or ($.20) per share
incurred in the first quarter of fiscal 2002.
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Shipments of our high voltage power supplies tdasipe detection system suppliers during the quadatributed to the year over year
improvement.

Fiscal Year 2002 Compared to Fiscal Year 2001

Net sales for fiscal 2002 were $98.1 million, ampared to $93.0 million for fiscal 2001. The MediSgstems Group’s net sales to
external customers increased by approximately 88libn, primarily as a result of delivery on a roagontract in Eastern Europe.

The Power Conversion Group’s net sales to extennstomers declined $2.9 million from fiscal 200fiszal 2002. Within the Power
Conversion Group, the Electronic Systems and CompsrDivision (our RFI subsidiary) achieved a moédesease in sales of approximately
$500,000 across a broad range of customers andgrsod he $3.4 million decline in sales in fisc&D2 in our High Voltage Power Division
was caused principally by a shift of our portablR&y product line from our Deer Park, New York fiigi(which had been included in the
Power Conversion Group) to our Medical Systems @mfacility in Franklin Park, Illinois. In additionye experienced a decline in the sale
standard catalogue products, and a decline of satee semiconductor capital equipment marketgsétdeclines in sales were offset by
increases in sales of “contract manufactured” paugplies that we provided to major OEMs, wherécdgity margins are lower. This shift in
product mix (as well as the decline in volume, #melnegative effects of operating leverage) couted to the decline in margin in this segn
noted below.

Gross margins for fiscal 2002 versus fiscal 200dlided slightly from 20.3% to 20.0%. Gross margirhee Medical Systems Group
increased from approximately 20% to approximat&@%e2Most of the improvement in margin in our MediSgstems was achieved at the U.S.
operations due to improved pricing.

We experienced a 4.4% decline in Gross margintfieitower Conversion Group, representing a logscionne of approximately $1.9
million. (Estimated as the 4.4% decline in Grossgimapercentage times the $43.5 million sales @mRlower Conversion Group segment in
fiscal 2002). More than half of this decline in Gsanargin occurred at our Electronic Systems andp@oents Division (our RFI subsidiary).
In March of 2002, RFI Corporation was served wiguapoena by the U.S. Attorney for the Easternridtatf New York in connection with an
investigation by the DOD.

The DOD investigation led us to undertake our omternal examination of that business, and we bégaompletely reengineer RFI's
quality control practices, which short term resdllte lower Gross margin for this business in therflo quarter of fiscal 2002. We expect that
gross margin for this business will continue toAmak through the first half of fiscal 2003 as these quality control procedures are
implemented.

As a result of our examination of RFI's quality trah practices, we also recognized a non-cash ehaf@pproximately $297,000 to write
off certain inventory we determined did not meételevant DOD specifications. Other than this imegy charge, and ongoing legal costs, no
other costs have been recorded in relation to B8 [nvestigation, as we cannot estimate the patkatitcome of the investigation at this tir

The remainder of the decline in the Power Conver&8ooup’s gross margin in fiscal 2002 is due toldigh Voltage Power Division for
the following reasons:

18




Back to Contents

1. Reorganization of Facilitie— We recorded a provision of $770,000 for closurasosfiscal 2001 when we made the announceme
close our Deer Park facility. As expected, thougé,experienced some inefficiencies in the comptetibthe closure of this facility in the
first and second quarters of fiscal 2002, and rezegl those inefficiencies as current co

2. Unfavorable Product Mix Chanc- In fiscal 2002, we experienced a decline in thesaf standard catalogue products, and a decli
sales to the semiconductor capital equipment merRétese declines in sales were offset by incréasssles of “contract manufactured”
power supplies that we provided to major OEMs, wftgpically margins are lowe

3. Decline in Sale— A decline in sales overall leads to lower grossgim. (While material costs generally maintain shene relation to sales
volume, other overhead costs are generally fixathtore and, as volume declines, fixed costs dgeoérally decline as rapidly as the
sales volume.

Research and development expenses were $2.9 niillisstal 2002 and fiscal 2001, with a small deelin the Medical Systems offset by
a small increase in our Power Conversion GroupuinU.S. Medical Systems operations, we reduceddueant in our Engineering and
development department. In our High Voltage Powigisidbn, we increased spending in connection wéttain power supply technology we
are developing for radiation oncology systems.

Selling, general and administrative expenses wete7$million in fiscal 2002 as compared to $17.8iom in fiscal 2001. The increase is
due primarily to increased audit and other accogniiees of approximately $2.5 million, increaseghlefees (other than those included in
litigation settlement costs) of approximately $%0@), and increased consulting fees associatedong@mizational development, strategic
planning and management information systems ofcqimately $1.2 million.

Our corporate general and administrative expensegenerally recorded in the Power Conversion Gengpcertain of these costs are
allocated to our divisions. While certain of ourporate general and administrative expenses areadld to the Medical Systems segment, the
methodology used for this allocation results inecmlower pro rata share being allocated to thia\division in Italy. The Villa division
represents approximately 55% of the Medical Systsegsnent. This allocation methodology, combinedh it unusually high general and
administrative expenses incurred by us in thetlagtyears (which expenses are not allocated talithisions), resulted in the Selling, general
and administrative expenses for the Medical Sys®nosip being proportionately lower than the Powenrsion Group.

The following comments relate to the line item fgétion Settlement Costs” included in our Statenwérdperations:

1. As aresult of obtaining the final court approvatie class action settlement agreement, we rezedra no-cash charge of $7.05 millic
in the third quarter of fiscal 2002 attributablethe final valuation of the shares and warrantsedsn the settlement. These shares and
warrants were originally valued at $4.4 millionJuly 2001 pending final court approval, but, ashef settlement date on January 29, 2002,
were revalued upwards by $7.05 million for a tata$11.5 million. When we recorded these non-cdedrges in the third quarter, we also
recognized approximately $200,000 of related legats. These costs were offset by a recovery freurance of $258,000, attributable to
legal costs from the class action litigation siitsénception, recognized in the first quarteristél 2002

19




Back to Contents

2. In the first quarter of fiscal 2003, we announcadigreement in principle with the Staff of the St6Gettle the SEC’s investigation of
financial statements issued by our previous managérihe proposed settlement will include a penaflityp to $400,000, and an
injunction against future violations of the antifth periodic reporting, books and records and iatesiccounting control provisions of tt e
federal securities law. The settlement may be stibje among other things, any future restateméntiohistorical financial statements Jr
other material adjustments. However, we are norawhany restatements or adjustments required i@gpect to financial statements
filed with this prospectus. In addition, the proglosettlement will require approval by the SEC agdhe District Court. There can be n»
assurance this proposed settlement will be apprbyegither the SEC or the District Court. Although have not reached a binding
agreement with the SEC on this settlement propasahelieve that this agreement in principle is@sonable basis on which it can nov/
estimate the financial impact of this SEC invedima As a result, we recorded a charge of $685i0@Be fourth quarter of fiscal 2002
related to this agreement in principle with the S&&ff, which includes associated legal cc

In July 2002, we announced the closure of our Hitles New York, facility, which will occur durindiscal 2003. As a result of this
closure, we have accrued for various facilitieggaaization costs of $1.3 million in fiscal 2008¢luding severance pay and future lease costs
We have determined that we will recognize somdifigs reorganization costs in the first and secquodrters of fiscal 2003 as we finish the
closure of the Hicksville facility. During the prieus year, we announced the closure of our Dedt, Reaw York facility and accrued
approximately $770,000 in closure costs. In additin fiscal 2001 we recorded a charge of approteigeb50,000 for the closure of a small
Medical Systems Group facility.

Net interest expense was $1.2 million in fiscal200terest income was $449,000 in fiscal 200Z;aaspared to $164,000 in the prior y
This increase was primarily a result of intereshed on income tax refunds. Gross interest experase$1.6 million in fiscal 2002 as compa
to $1.5 million in fiscal 2001. We replaced ourdiaf credit agreement in June 2002. Until that time prior line of credit had been in default
and we paid additional penalty interest chargetheroutstanding balances due to this default.

Income tax benefit as a percent of pre-tax lossefifcal 2002 was approximately 22%, as compavegBb for fiscal 2001. The decrease
in tax benefit was due to, among other thingsjniqgact of the completion of an audit by the IntéfRavenue Service for tax years 1997
through 1999. In addition, the tax benefit recogdiby us was reduced by the loss of Foreign Sadegotation tax benefits.

The Net loss for fiscal 2002 was $12.0 millioncampared to $8.5 million in the prior year. Therewsed loss is primarily due to the
higher audit, accounting and consulting fees ireiduring fiscal 2002 and a decrease in incomédaefits, offset by a higher gross margin
from increased sales, and a reduction in litigatiettlement costs.

Basic and diluted loss per share for fiscal 2002 $h38 as compared to $1.09 in fiscal 2001. ThHghted average number of common
shares outstanding was 8,680,848 for fiscal 2082papared to 7,847,515 in the prior year. Thesiase in the weighted average number of
shares outstanding is a result of the issuanckarges in May 2002 in connection with the settlentérihe class action lawsuit.
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Fiscal Year 2001 Compared to Fiscal Year 2000

Net sales for fiscal 2001 were $93.0 million, ampared to $79.6 million for fiscal 2000, an increa$ $13.4 million. Medical Systems
Group’s net sales to external customers increagé&¥ l4 million, and that increase was attributabléne sales at our acquired Villa division,
offset by a reduction in sales in the U.S. Med&gstems Group business.

We acquired Villa during fiscal 2000 and therefordy seven months of Villa’s operating results iauded in our fiscal 2000 results. In
fiscal 2001, we changed Villa’s reporting for puspe of consolidation to be based on a 1-monthéague our consolidated reporting. As a
result, in fiscal 2001, we included eleven month¥ita’s results, from August 2000 through andlinding June 2001, and Villa’s contribution
to consolidated sales increased by $11.0 millidre ifcrease at Villa was offset by a decline ofreppnately $3.6 million in sales at our U.S.
Medical Systems Group. The decline in sales atb8r Medical Systems Group was largely due to tregetion of certain contracts that we
had to private label manufacture certain systemtafger companies in the general radiology markkbse contracts were largely unprofita
and although the termination of those contractddeal decline in sales at our U.S. Medical Syst&mrmip, our gross margins improved.

The Power Conversion Group’s net sales to custoimersased approximately $6.0 million from fisc80B to fiscal 2001. In our High
Voltage Power Division, sales increased approxiip&i4.6 million. Most of the increase in the Higloltage Power Division was a result of
higher sales to customers in the medical imagimgsaientific instruments markets. At the ElectroGmmponents and Systems Division, sales
increased approximately $1.3 million across a widee of customers and products.

Gross margins for fiscal 2001 versus fiscal 20@dased to 20.3% from 18.5%. The most dramatieasa was achieved in our Medical
Systems Group, where Gross margins increased fppmogimately 6.6% of net sales to approximately 2if%et sales. The improvement in
Gross margins at the Medical Systems Group wasudtraf improvements in both our U.S. and Europe@erations in this segment. When 1
management joined the Company, they paid parti@itantion to our U.S. Medical Systems operatiansl, by fiscal 2001 we achieved a
positive Gross margin of approximately 14%. Siniylaour Villa subsidiary improved from approximatel5% Gross margin for the seven
months of its operations included in fiscal 200@moapproximate 26% Gross margin in the eleven hsoot operations included in fiscal 2001.
The improvement in Villa was mostly attributed émrganization efforts undertaken by us in the thindrter of fiscal 2000, shortly after our
acquisition of Villa.

In our Power Conversion Group, Gross margins dedlfinom 29.9% in fiscal 2000 to approximately 20.Bfiscal 2001, representing an
equivalent loss in Gross margins of approximatd$nillion. (Estimated as the 9.3% decline in Grosargin percentage times the $46.4
million sales in the Power Conversion Group segnrefiscal 2001).

Most of this decline in Gross margin occurred atldigh Voltage Power Division. Even though salesr@ased $4.5 million in this
division, margins fell from fiscal 2000 to fiscad@L. The decline in Gross margin percentages ¢alfid001 versus fiscal 2000 was caused by a
number of factors. In the mix of products sold bg High Voltage Power Division in fiscal 2001, vamsa continued decline of high margin
sales to the semiconductor capital goods markdthalias offset by increased sales to the mediahkaientific instruments markets. Althou
we believe these new markets offer a greater povserofitable and more consistent growth in filire, in fiscal 2001 we had to
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spend more engineering hours and costs in brirthi@se new customers products to market. A changealsa made in purchasing parts for
inventory, whereby inventory is purchased when adadther than in bulk quantity. The effect of ttiinge was to increase cost of sales
because we lost the discount for high volume pgebahowever, this also resulted in a reductianvantory balances and better working
capital management. In addition, in fiscal 2001dicbnot have a repeat of a highly profitable cocttta provide power systems for a radar
installation in a Middle Eastern country.

Due to the substantial disruption in our managerrefiscal 2001, fewer Research and developmerjept®were active during fiscal 20
and as a result, engineering personnel spent nfidheio time on routine operations. As a resultat®Research and development expense
recognized by the High Voltage Power Division iscfl 2001 was approximately $433,000 less thais@alf 2000, and gross margins in fiscal
2001 were negatively affected, in that these emging costs were instead included in cost of gemdd.

At our Electronic Components and Systems Divisi®rgss margins fell by approximately $800,000 beeansiscal 2000, the Engineeri
department at that division had charged more of tiosts to Research and development. In fiscal 20@ Engineering department at this
division spent more of their time on productiond dnerefore those costs were included in Cost ofigsold in fiscal 2001, reducing Gross
margins.

Research and development expenses decreased frémifiéon in fiscal 2000 to $2.9 million in fisc&001, a decline of $1.5 million. In
our Medical Systems Group, spending declined $T8B,&hich represents cancellation of several Rebemmd development programs at our
U.S. operation (most notably on the developmerat oéw X-ray generator) and an increase at our Earpperations. The increase in
Research and development spending in our Europealicll Systems business was attributable to tHasion of eleven months of operations
for Villa in fiscal 2001 versus seven months ircés2000 (see above).

Total Selling, general and administrative expemse®ased from $15.3 million in fiscal 2000 to 8 willion in fiscal 2001, an increase of
just over $1.9 million. Approximately $1.1 milliasf that increase was attributable to the inclusibhl1 months of results for Villa in fisc
2001 versus seven months in fiscal 2000 (see ablwajdition, audit fees recognized in fiscal 2@@dreased approximately $1.0 million
versus the amounts recognized in fiscal 2000, dulkeet audit work done in connection with the attetopgestate our financial statements for
fiscal years 1997 through 1999.

Our corporate general and administrative expensegenerally recorded in the Power Conversion Ganugpcertain of these costs are
allocated to our divisions. While certain of ourporate general and administrative expenses aveadld to the Medical Systems segment, the
methodology used for this allocation results inecmlower pro rata share being allocated to thia\division in Italy. The Villa division
represents approximately 50% of the Medical Systsegsnent. This allocation methodology, combinedh it unusually high general and
administrative expenses we incurred in fiscal 20@iich expenses are not allocated to the divisiaesulted in the Selling, general and
administrative expenses for the Medical Systemsu@tieing proportionately lower than the Power Cosiee Group.

As a result of the settlement of a class actiot) g agreed to issue shares of common stock an@mta to purchase common stock.
These shares and warrants were valued at $4.4mitliJuly 2001, pending final court approval imJdary 2002. In addition, we agreed to
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issue a $2 million subordinated note, due five gdéaom the date of issuance. The present valuei®kubordinated note was calculated using a
discount factor of 12%. Including legal and othesaciated costs, the litigation settlement expereasded in 2001 were $9.8 million for
fiscal 2001. There were no such charges in fiseab2

During fiscal 2001, we decided to close our DeakPidew York facility and accrued approximately $7000 for severance and lease
termination costs. In addition, we recorded a charfgapproximately $50,000 in fiscal 2001 for thesare of a small Medical Systems Group
facility in lllinois. There were no similar chargasfiscal 2000.

Net interest expense was $1.3 million in fiscal 05 compared to approximately $750,000 for fi2€&I0. The increase in interest
expense is the result of additional borrowings urmde U.S. credit facility starting in the seconghgter of fiscal 2001.

Income tax benefit as a percent of pre-tax lossefidcal 2001 was 38%, as compared to 35% in Ifi3ga0.

The net loss for fiscal 2001 was $8.5 million, ampared to $3.6 million in the prior year. The g&se in loss is primarily due to the
charges related to the settlement of the claserataivsuit, offset by the additional margin conttibn on the increased Net sales.

LIQUIDITY AND CAPITAL RESOURCES
We have funded our operations through a combinatfaash flow from operations and short-term créatitlities.
First Quarter Fiscal Year 2003.

Working Capital — At November 2, 2002 and Augus2@)2, our working capital was approximately $1mifion and $18.6 million,
respectively. At such dates, we had approximatl2 $nillion and $0.9 million, respectively, in caashd cash equivalents. Our short-term debt
was reduced by $3.3 million from August 3, 2002ngipally as a result of the collection of $3.1 linih of Income taxes receivable.

Trade receivables decreased approximately $1.8mib $17.9 million at November 2, 2002 as comgaceAugust 3, 2002. Inventory at
November 2, 2002 also decreased approximately $86%s compared to August 3, 20

Credit Facility and Borrowing ¥We have a $10 million senior revolving credit agneat with Transamerica dated as of June 10, 2002
facility has a term of three years and interesteuridis credit facility is at prime plus 3/4%, drcar option, at a rate tied to LIBOR. The intel
rate on the revolving line of credit is 5.5% at #ral of the first quarter of fiscal 2003. The ctédcility is subject to commitment fees of 3/8%
on the daily unused portion of the facility, payabionthly. This credit facility is secured by swstally all of our accounts receivable,
inventory, and fixed assets in the U.S.

Under the terms of the credit facility, we are riegid to comply with various operational and finad@ovenants, including (i) minimum
earnings level, as defined, (ii) fixed charge cagerratio, (iii) debt to earnings ratio and (ivnimium tangible net worth. In addition, the
facility places limitations on our ability to makapital expenditures and to pay dividends.
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We were not in compliance with certain financiatepants in our U.S. credit facility for the quarterded August 3, 2002. We obtained a
waiver of the covenant non-compliance, and on Déeg7, 2002 signed a Second Amendment with Traesean This Second Amendment
includes revised financial covenants that we extgebe able to continue to meet although therebeano assurance that we will be able to do
Sso.

In addition to our credit facility at our U.S. sidiaries discussed above, our Italian subsidiag/deatain short-term credit facilities, with
interest rates ranging from 6% to 11.8%. The tamabunt outstanding on these short-term creditife@slat November 2, 2002 was $750,000.

We anticipate that cash generated from operatindsaenounts available under our credit facility vl sufficient to satisfy our currently
projected cash needs for at least the next twelwetings and for the foreseeable future beyond thabghe

Capital Expenditures — We continue to invest initeyequipment, principally for our manufacturingesations, in order to improve our
manufacturing capability and capacity. We experagaroximately $718,000 for capital equipment inttiree-month period ended November
2, 2002. Under our current U.S. credit facility, are limited to $2.5 million in capital expenditarannually, which we believe will be adequ
to meet our needs. We expect that we will be abfenince these expenditures out of our future €iasvs or our credit facility. We currently
have no plans for capital expenditures that woeldnbexcess of these limits.

Shareholders’ Equity — Shareholders’ equity dediteeapproximately $36.6 million at November 2, 2@6m approximately $37.1
million at August 3, 2002, due to the loss repoftadhe period.

Fiscal Year 2002 Compared To Fiscal Year 2001.

Working Capital — At August 3, 2002 and July 28020our working capital was approximately $18.6lionl and $22.3 million,
respectively. At such dates we had approximate85%800 and $1.4 million, respectively, in cash aash equivalents. The decline in cash is
principally in our U.S. operations. Until June 2002cause we were in default of our credit fac#iby there was no ability to borrow any
additional funds under that facility, we kept highalances in cash and cash equivalents for workapdtal requirements. Since obtaining a
new credit facility, lower cash balances are resplir

We have achieved a substantial improvement in arkiwg capital management during the last fiscary&rom the end of fiscal 2001 to
the end of fiscal 2002, our inventory declined pp@ximately $6.6 million, while our sales incred$e6%. Most of the improvement in
inventory turnover was in our Power Conversion @rou

Subordinated Notes — Subordinated notes of $1 Bomipreviously reported as unissued were issuéddnch 2002. Including principal
and accrued interest, this balance is $1.6 milisof August 3, 2002. This note is due in March7280d carries a nominal interest rate of 6%,
which is payable at maturity.

Capital Expenditures — In fiscal 2002, we expenajgoroximately $1.2 million for capital equipmenta$677,000 during fiscal 2001. We
expect capital expenditures in fiscal 2003 to Ighdlly higher due to the consolidation of our Hieltle and Valhalla operations. We expect to
continue to finance these capital expenditureodaash flows and our existing credit facilities.
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Issuance of Shares and Warrants — In connectidnawit shareholder class action settlement, we dssammmon shares and warrants to
purchase common shares to certain shareholderseduigy portion of the settlement in common shaoésled $9.8 million. The portion
attributable to warrants of $1.7 million is refledtin Paid in Capital.

In July 2001, when we first reached an agreemeptintiple to settle this litigation, the commorasbs portion of the settlement was
initially valued at $3.8 million and warrants at8g6000. These shares and warrants were revalukthaary 29, 2002 when the final court
approval was received. The increase in value oféttement securities of $7.1 million ($6.0 milioommon share value increase, $1.1 mil
warrant value increase) resulted in a non-cashgehiarthe third quarter of fiscal 2002. The commsbares and warrants were issued and
distributed in May 2002.

The following table summarizes our contractual gdtions including debt and operating leases at Augu2002 (in thousands):

Less

than 1-3 4-5 After
Obligations Total 1 year years years 5 Years
Long-term debt $ 317C % 68 $ 1,32« § 89€ $ 262
Capital lease obligations 3,90¢ 28t 92€ 77C 1,91¢
Subordinated Not 1,61( — — 1,61( —
Operating lease 2,67¢ 1,08¢ 1,52¢ 65 —
Total contractual cash obligatio $ 11,35¢ $ 2,062 $ 3,774 $ 3,341 $ 2,181

Effects of New Accounting Pronouncemen

During July 2001, the Financial Accounting StandaBadard (“FASB”) issued Statement of Financial Aacting Standards (“SFAS”) No.
141, Business Combinations and SFAS No. 142, Gdbdmad Other Intangible Assets. SFAS No. 141 respithe use of the purchase method
of accounting for all business combinations ingthafter June 30, 2001. Additionally, this statetierther clarifies the criteria for recognition
of intangible assets separately from goodwill ibbasiness combinations completed after June B012as well as requiring additional
disclosures for business combinations. SFAS 14Qires|that goodwill acquired after June 30, 2001onger be subject to amortization over
their estimated useful lives. The Company adopte8liSSNo. 142 on August 4, 2002, therefore amortimatf goodwill is no longer permitted
and the Company is required to assess these &ssetgpairment annually, or more frequently if airstances indicate a potential impairment.
Furthermore, this statement provides specific guiddor testing goodwill for impairment. Transitioglated impairment losses, if any, which
result from the initial assessment of goodwill @edtain intangible assets would be recognized bgsus cumulative effect of accounting
change on August 4, 2002. The Company is requoresinplete its initial step of a transitional impag&nt test within six months of adoptior
SFAS No. 142 and to complete the final step oftthesitional impairment test by the end of fiscaay 2003. However, management does not
believe that a material adjustment will be necgsgpon completion of this initial assessment, fhick the Company will be assisted by an
outside consultant.
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SFAS No. 143, Accounting for Asset Retirement Cdigns, was issued in June 2001. This statememessies financial accounting and
reporting for the obligations associated with teérement of tangible long-lived assets and theciated asset retirement costs. This statement
is effective for financial statements issued fecéil years beginning after June 15, 2002. The aopf this statement did not have a signific
impact on our consolidated financial statements.

SFAS No. 144, Accounting for the Impairment or Risal of Long-Lived Assets, was issued in Octob&12@BFAS 144 replaces SFAS
121, Accounting for the Impairment of Long-Livedg&ts and for Long-Lived Assets to be Disposed BASNo. 144 requires that long-lived
assets whose carrying amount is not recoverabte fiundiscounted cash flows be measured at therlof carrying amount or fair value less
cost to sell, whether reported in continuing ogderet or in discontinued operations. Therefore, @lisinued operations will no longer be
measured at net realizable value or include amdontgperating losses that have not yet occurrEASSNo. 144 also broadens the reportin
discontinued operations to include all componehtncentity with operations that can be distingaisifrom the rest of the entity and that will
be eliminated from the ongoing operations of thiem a disposal transaction. The provisions BAS No. 144 are effective for financial
statements issued for fiscal years beginning &tmember 15, 2001 and are to be applied prospéctiliee adoption of this statement did not
have a significant impact on our consolidated foalstatements.

SFAS No. 145, Rescission of FASB Statements Né44nd 64, Amendment of FASB Statement No. 13,Tawhnical Corrections was
issued in April 2002. This pronouncement rescinBEAS No. 4, Reporting Gains and Losses from Existguent of Debt, SFAS No. 64,
Extinguishments of Debt to Satisfy Sinking-Fund Riegments, and SFAS No. 44, Accounting for Intategissets of Motor Carriers, and
changed the accounting treatment for capital leasmdifications by amending SFAS No. 13, AccounfingLeases. This pronouncement also
amends the existing authoritative pronouncementsake various technical corrections, clarify megsjror describe their applicability under
changed conditions. There will be no significanpant on the consolidated financial statements tpemdoption of this statement.

SFAS No. 146, Accounting for Costs Associated Viatit or Disposal Activities, was issued in June 208FAS 146 addresses financial
accounting and reporting for costs associated aithor disposal activities. SFAS 146 will beconfifeetive with the third quarter of fiscal ye
2003. SFAS No. 146 does not impact previously mediiabilities and, therefore, the initial adoptiof this statement will not have a
significant impact on our consolidated financiatetments.

SFAS No. 148, Accounting for Stock-based Compeaséfiransition and Disclosure, an amendment of FA&Bement No. 123, amends
SFAS No. 123 to provide alternative methods ofditéon for a voluntary change to the fair valuedzhsmethod of accounting for stock-based
employee compensation. It also amends the disgdgmavisions of SFAS No. 123 to require promindstidsure in both annual and interim
financial statements about the method of accouritingtock-based employee compensation and thetefféghe method used on reported
results. The provisions of SFAS 148 are effectiveainnual financial statements for fiscal yearsrgdfter December 15, 2002, and for
financial reports containing condensed financialeshents for interim periods beginning after Decerilb, 2002. The Company has not
determined whether it will adopt the fair value dhsnethod of accounting for stock-based employegpenmsation.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We do not ordinarily hold market risk sensitivetmsents for trading purposes. We do, however,geize market risk from interest rate
and foreign currency exchange exposure.

Interest Rate Risk

As of November 2, 2002, our U.S. and foreign rewaj\credit facilities and certain of our Italianbsidiary’s long-term debt incur an
interest charge that fluctuates with changes irketanterest rates. See Note 4 of Notes to our @lafated Financial Statements. Based on the
balances as of August 3, 2002, an increase of ¥%wih interest rates would increase interest expégsapproximately $70,000 annually.
There is no assurance that interest rates wilkmme or decrease over the next fiscal year.

Foreign Currency Risk

The financial statements of Villa Sistemi Medicalp.A. are denominated in Euro. Villa accountsaipproximately 25 to 30% of our total
revenues and approximately 35 to 45% of our tgberating income. Having a portion of our futuredme denominated in Euro exposes us to
market risk with respect to fluctuations in the UdSllar value of future Euro earnings. A 10% deelin the value of the Euro in fiscal year
2002, for example, would have reduced sales byoapately $2.8 million, and would have increased cansolidated operating loss by
approximately $300,000 (due to the reduction inWh®. dollar value of Villa's operating income.)
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BUSINESS
OPERATING SEGMENTS

Operating businesses that we report as segmetisiénthe Medical Systems Group and Del Power CaweiGroup. For fiscal 2002, the
Medical Systems Group segment accounted for apptelly 56% of our revenues and the Power ConvefSioup segment represented
approximately 44% of our revenues. Beginning wislisdl 2003, our reports included a non-operatimggrent which covers unallocated
corporate costs that prior to fiscal 2003 were regzbin our Power Conversion Group. For the quasteted November 2, 2002, the Medical
Systems Group segment represented approximately @58the Power Conversion Group segment reprasapgoximately 55%, of our
revenues. For further information concerning owraging segments, see the Notes to our Consolidrteghcial Statements included elsewl
in this prospectus. Our operating segments andhesiseés are summarized in the following table:

Division Brands Subsidiaries Facilities

Medical Systems Group:
Medical Imaging Del Medical, Villa, Del Medical Imaging Corp. Franklin Park, 1L
UNIVERSAL, DynaRac

Villa Sistemi Medicali S.p.A Milan, Italy
(80% owned
Power Conversion Group:

High Voltage Powe Del High Voltage, Bertal Bertan High Voltage Cory Valhalla, NY
High Voltage, DynaRad Hicksville, NY
(Until 2003)

DynaRad Corporation

Electronic System RFI, Filtron, Sprague RFI Corporatior Bayshore, NY
& Components Stanley

*  Product lines previously manufactured and sold ggdRad Corporation have been moved to other divésiwithin the Power Conversi
Group and the Medical Systems Group. Accordingly,are in the process of liquidating this subsidi

MEDICAL SYSTEMS GROUP

Our Medical Systems Group designs, manufacturegetemand sells medical imaging and diagnosticesgstconsisting of stationary and
portable imaging systems, radiographic/fluoroscag&gtems, dental imaging systems and mammogratgrsg. Approximately 50 to 55% of
this segment’s revenues are attributed to Villaesis Medicali S.p.A., our Italian subsidiary.

Medical imaging systems of the types we manufaaiseex-ray technology to produce images of mageehth an opaque surface. An
imaging system principally consists of a high vogégower supply, an x-ray tube and an image reegrsiystem, which is usually film. X-rays
are generated as a result of high voltage beintiezpip the x-ray tube.
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The performance of the x-ray system, including ieneggolution, is directly linked to the precisicerformance of the high voltage power
supply. The object to be imaged is placed betwkerxiray tube and the film. X-rays, which are redtected by opaque surfaces, pass through
the object and expose the film. However, if theeabjs comprised of areas of varying densitieshentical compositions, x-rays will be
absorbed in proportion to the density or chemioahgosition of the matter. As a result, the filmloié exposed to a varying degree, thereby
producing an image of the density or chemical vanawithin the object. For example, because basagreater density than the surrounding
tissue in the body, x-rays can be used to prododmage of a skeleton. ¥ay systems are differentiated by a number of keyracteristics suc
as image resolution, accuracy, portability, sizeé emst. The design of an x-ray system requires ¢texrgngineering, which determines the
performance factors required of the various systemponents.

This segment designs, manufactures, markets alschsetlical imaging and diagnostic systems worldvindénhe following markets:

Del Medical Systems Group Markets Served

Hospitals Veterinary Clinics
Teaching Institution Chiropractic Clinics
Medical Clinics Dental Offices
Private Practitioner Military

National Buying Group  Home Health Care Provide

Our medical imaging systems are sold under the \Git, UNIVERSAL, and DynaRad brand names. Theesi of our medical imaging
systems range from approximately $9,000 to $150p@Qnit, depending on the complexity and flexipibf the system. The following is a
description of our product lines in this segment:

PRODUCTS

General Radiographic System For more than 100 years, conventional projeatémiiography has used film to capture X-ray images.
Conventional technology requires that X-ray filmébgosed and then chemically processed to creadsthde image for diagnosis.

General Radiography represents approximately 38 6f the Medical Systems Group’s revenues depgmalinthe product mix within
each period. We produce a broad line of conventi@tiographic products used in outpatient faeititias well as more sophisticated and
expensive X-ray systems typically used in hospiald clinics. For example, our higimd priced RadView system is designed to meet rthac
requirements of a hospital or teaching universitgdiographic room, while our mid-range priced Diddical and Villa Medical systems are
suited more to the needs of smaller hospitals,atigpt clinics and private practitioners.

We also have a broad range of products servingeakgiactitioners, veterinarians and chiropractrsugh our well-recognized
UNIVERSAL brand product line. These units are desijfor durability, are space efficient, rugged arel priced more economically. Our
UNIVERSAL medical products include a variety of fignrations that can be constructed to best seitidgeds of the desired work
environment. Our UNIVERSAL VetTek veterinary lineroducts are designed with many of the samebaties as the medical line. Our
UNIVERSAL chiropractic line, consisting of our ChEZ and Raymaster product, combine precision algitrand positioning with a versatile
chiro imaging system.
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We also produce a full product line of high fregoyemedical x-ray generators which economically ptevsuperior quality x-ray
generation, resulting in lower patient dosage, reoktel tube life and less blurring due to patientiomotvhen compared to single phase
generators.

Radiographic/Fluoroscopic Systemd/Ne produce a wide range of radiographic/ fluoopse, or R/F, systems able to perform complex x-
ray analyses with contrast liquids for sequenti@ges. Our Vision, Mercury and Symphony systemisidtectilting tables for the patient being
x-rayed. These tables can be used easily withadligitaging systems. R/F systems are often usedidgnostic gastrointestinal procedures to
image the progress of a radiopaque solution (tylpibarium) as it travels through the digestivectra

Portable Medical X-Ray System3Ne sell portable x-ray equipment under our DyriaBRand HF-110A and PHANTOM systems, for the
Military and Home Health Care Provider markets.Bot these portable systems utilize high frequenagroprocessor-controlled technology
to produce consistent quality x-rays with the addddantages of being smaller, lighter in weight arate cost-effective than stationary x-ray
systems.

Dental Systems We produce a broad range of DC and AC powered-mital (commonly known as bite wing) x-ray systemsaddition,
our Rotograph Plus and Strato-X systems are utiieeperform panoramic images for dental applicetio

Mammography SystemsWe currently resell two mammography units, thet8e (principally within the U.S.), and the Melody
(principally outside of the U.S.). Both units aramafactured by companies based in Europe. On thkiS&anit, we have exclusive rights to
distribute that unit to independent distributorgtia U.S., and the manufacturer may sell some dirgstly in the U.S. market as well. Althot
we have exclusive use of the “Melody” name, ounsigp of this unit manufactures a similar productiaells it in several competing markets.

Marketing and Distribution: Our medical imaging systems are principally solthie U.S. and other foreign countries by a netwadrk
over 200 distributors. Medical imaging systemsribstors are supported by our regional manageogjymt line managers and technical sug
groups, who train distributor sales personnel atigipate in customer calls. Technical suppothim selection, use and maintenance of our
products is provided to distributors and profesaisiby customer service representatives. We alsotaia telephone hotlines to provide
technical assistance to distributors and profesésoduring regular business hours. Additional podbdund distributor support is provided
through participation in medical equipment exhdsig and trade advertising. We typically exhibit ptoducts at annual conferences, including
the Radiological Society of North American Confererin Chicago, the MEDICA Medical Conference in Beldorf, Germany and the
European College of Radiology Conference in Viemgstria.

Our Medical Systems Group is not dependent on aeycastomer for more than ten percent of its regenu

Competition: Based on industry data, we believe our Medical SystGroup is the largest supplier, measured byehaHare, to the
independent distributors of radiographic equipmemMorth America. Our Medical Systems Group compétetwo major segments of the
highly competitive, world-wide conventional radiaghic and R/F products marketplace. Our top-tieweational radiographic and R/F
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products are sold through partnerships and allsmgétn multi-hospital buying networks, general fhasing organizations and major
independent distributors. The three major compatito this market segment are GE Medical Systerdgyision of General Electric Company,
Siemens Medical Solutions, a division of Siemensa&f@ Philips Medical Systems, a division of Konijid Philips Electronics N.V. These
larger competitors primarily sell directly to largespitals and teaching institutions and sell aten range of products designed to outfit a
hospital’s entire imaging requirements.

Our lower-tier conventional radiographic produaisnpete with a number of smaller companies basedgpily in the U.S. and Europe.
Most of these companies sell through independesttiloiitors and compete with us primarily on prigeality and performance. We believe that
we can be differentiated from our competitors basedur combination of price, quality and perforroantogether with the strength and
breadth of our independent distribution network.

The markets for our products are highly competitinel subject to technological change and evolvidgstry requirements and standards.
We believe that these trends will continue intofthreseeable future. Some of our current and piaiesampetitors have substantially greater
financial, marketing and other resources than weAda result, they may be able to adapt more dutcknew or emerging technologies and
changes in customer requirements, or to devoteegressources to the promotion and sale of thedpets than we can. Competition could
increase if new companies enter the market origftiexy competitors expand their product lines eemsify efforts within existing product lines.
Although we believe that our products are more-effgtctive than those of our primary competitorstaie competing products may have ot
advantages which may limit our market. There candassurance that continuing improvements in atiwenew competing products will not
make them technically equivalent or superior tonaducts in addition to providing cost or othevatages. There can be no assurance that
our current products, products under developmeabdity to introduce new products will enable ascbmpete effectively.

Product Development:lt is generally accepted that digital radiographly become the dominant technology used in hospigald imagin
clinics throughout the world over the next 10 toy&ars. Currently, there are a number of compe#nbgnologies available in connection with
the digitization of xray images. In addition, there are substantial lesrd/hich need to be addressed in terms of trangitiy radiology practice
from the current analog environment to a digitalimmment. These ancillary issues include imageagi® and retrieval and record keeping.
However, due to the high cost of this technologgngninstitutions have not yet transitioned to digiechnology. In addition, there is
uncertainty as to which technology system will beepted as the industry-leading protocol for imdigitization and communication.

Consequently, our current research and developspemtding is focused primarily on enhancing ourtexgsconventional radiographic
products while we study the developments in théaligharketplace. We believe these studies wilphed to assure the investments we make in
this area are appropriate. Spending for researgldavelopment for our Medical Systems Group was@gmately $1.4 million, $1.6 million
and $2.3 million during fiscal years 2002, 2001 2060, respectively. The decline from 2000 to 2@@% due to the termination of several
development projects in our North American medicglging businesses.

As industry standards become more establishedxpeceto increase our digital radiographic-relatesearch and development
expenditures to address the market opportunity.
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Government Regulation: Our medical imaging systems are medical devicesthedefore, are subject to regulation by the Béhd and
Drug Administration and to regulation by foreignvgonmental authorities. We also are subject testatl local regulation. Regulatory
requirements include registration as a manufactemnpliance with established manufacturing prastiprocedures and quality standards,
strict requirements dealing with the safety, effemiess and other properties of the products, cordoce with applicable industry standards,
product traceability, adverse event reporting riigtion, record keeping, reporting, compliancehnatlvertising and packaging standards,
labeling, and radiation emitting qualities of th@seducts. Failure to comply can result in, amotigeothings, the imposition of fines, criminal
prosecution, recall and seizure of products, injigns restricting or precluding production or distition, the denial of new product approvals
and the withdrawal of existing product approvals.

Food and Drug Administration’s Premarket Clearan@nd Approval Requirements

In the U.S., medical devices are classified intedtdifferent categories over which the FDA appieseasing levels of regulation: Class |,
Class Il, and Class lll. The FDA has classifiedodlbur products as Class Il devices. Before a device Class Il can be introduced into the
U.S. market, the manufacturer must obtain FDA eeree or approval through either premarket notiticatinder Section 510(k) of the Federal
Food, Drug, and Cosmetic Act, or a premarket apgdrasder Section 515 of that Act, unless the productherwise exempt from the
requirements.

A Section 510(k) premarket notification must contaiformation supporting the claim of substantigliwalence, which may include
laboratory results or the results of clinical sagdiFollowing submission of a 510(k) applicatiomanufacturer may not market the device until
the FDA finds the product is substantially equivali®r a specific or general intended use. FDAr@laae generally takes from four to twelve
months, may take longer, and there is no assuthedeDA will ultimately grant a clearance. The Firay determine that a device is not
substantially equivalent and may require submisaiwhapproval of a premarket approval applicatiwnmequire further information before it is
able to make a determination regarding substaatjaivalence.

After a device receives 510(k) clearance, any nicatibn made to the device requires the manufactordetermine whether the
modification could significantly affect its safety effectiveness. If it does not, the manufactgeecision must be documented. If the
modification could significantly affect the devisesafety and effectiveness, then the modificatemuires at least a new 510(k) clearance or, in
some instances, could require a premarket approfial FDA requires each manufacturer to make thisrdenation, but the FDA can review
any manufacturer’s decision. If the FDA disagreé@h & manufactures decision, the agency may retroactively requieenttanufacturer to se
510(k) clearance or premarket approval. The FDA a#n require the manufacturer to cease marketmgniodified device or recall the
modified device (or both) until 510(k) clearancepoemarket approval is obtained. We have made nmmamtifications to our products and,
using the guidelines established by the FDA, haterdhined that these modifications do not requéréoufile new 510(k) submissions. If the
FDA disagrees with our determinations, we may mo&ble to sell one or more of our products unglFDA has cleared new 510(k)
submissions for these modifications.

All of our products to date have met the appropriDA requirement for marketing, either being exefrggm submission or through 510
(k) clearance. We continuously evaluate our pragitat any required new submission for changes dtifications.

32




Back to Contents
Pervasive and Continuing Food and Drug Administrati Regulation

Numerous FDA regulatory requirements apply to codpcts as well as to components manufactured ime saf our suppliers. These
requirements include:

» the FDA’s quality system regulation which regsireanufacturers to create, implement and follow enams design, testing, control,
documentation and other quality procedures;

* medical device reporting regulations, which reqtfir@ manufacturers report to the FDA some typesdekrse and other evel
involving their products

Class Il devices may also be subject to speciaralsn such as performance standards, post-manketiiance, patient registries and FDA
guidelines that may not apply to Class | devicas. @oducts are currently subject to FDA guidelif@s510(k) cleared devices and are not
subject to any other form of special controls. Véédve we are in compliance with the applicable FpAdelines, but we could be required to
change our compliance activities or be subjectherspecial controls if the FDA changes its erigtiegulations or adopts new requirements.

We and some of our suppliers are subject to ingpeand market surveillance by the FDA to deterndompliance with regulatory
requirements. If the FDA finds that either we @upplier have failed to adequately comply, the agean institute a wide variety of
enforcement actions, ranging from a public warr@iter to more severe sanctions such as: finasatipns and civil penalties; recall or
seizure of our products; the imposition of opemtiestrictions, partial suspension or total shutd@fvproduction; the refusal of our requests
for 510(k) clearance or premarket approval of nesdpcts; the withdrawal of 510(k) clearance or paetat approval already granted; and
criminal prosecution.

The FDA also has the authority to require repaiplacement or refund of the cost of any medicalagemanufactured or distributed by us.
Our failure to comply with applicable requiremeatsild lead to an enforcement action that may havadaerse effect on our financial
condition and results of operations.

Other Federal and State Regulations

As a participant in the health care industry, weesarbject to extensive and frequently changinglegigmn under many other laws
administered by governmental entities at the fddstate and local levels, some of which are, ahérs of which may be, applicable to our
business. For example, our facility is also licehas a medical product manufacturing site by tagesif lllinois and is subject to periodic state
regulatory inspections. Our health care serviceigey customers are also subject to a wide vadétgws and regulations that could affect the
nature and scope of their relationships with us.
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Foreign Government Regulation

Our products are also regulated outside the U.8Beatlical devices by foreign governmental agensiesilar to the FDA, and are subject
regulatory requirements, similar to the FDA'’s, lire ftountries in which we plan to sell our produéée work with our foreign distributors to
obtain the foreign regulatory approvals necessamarket our products outside of the U.B certain foreign markets, it may be necessary or
advantageous to obtain ISO 9001 certification, Wiécanalogous to compliance with the FDA’s GoochMfacturing Practices requirements.
We have obtained ISO 9001 certification for albof medical systems manufacturing facilitidhe time and cost required to obtain market
authorization from other countries and the requéaets for licensing a product in another country ridfer significantly from FDA
requirements.

No assurance can be given that the FDA or foregguilatory agencies will give the requisite appreal clearances for any of our medical
imaging systems and other products under developorea timely basis, if at all. Moreover, afterarlence is given, both in the case of our
existing products and any future products, thesmeigs can later withdraw the clearance or requsr® change the system or our
manufacturing process or labeling, to supply adddi proof of its safety and effectiveness, or tthdraw, recall, repair, replace or refund the
cost of the medical system, if it is shown to bedrdous or defective.

POWER CONVERSION GROUP

Our Power Conversion Group designs and manufachigksvoltage power conversion systems and eleictmoise suppression
components for a variety of applications. Thesealpots are utilized by OEMs who build systems thatwsed in a broad range of markets. Our
products are sold under the following industry isirDel High Voltage, Bertan High Voltage, DynaRR#&|, Filtron, Sprague and Stanley.
This segment has two divisions: High Voltage Poam Electronic Systems and Components.

Our high voltage power division represented appnately 70% and 55% of our Power Conversion Grogpneats revenues during fisc
year 2002 and the first quarter of 2003 respegtiv@lr high voltage systems are offered in standaristom designed configuratiol
primarily for security, medical, scientific, miltaand industrial OEM applications. Output voltagesn 500V to 200kV, and power from 1W
to 90kW are available in modular, bench-top an&+mount configurations. High voltage power convenssystems transform commercially
available AC power into very stable, high voltagé Power, tailored for a wide range of sophisticatkgttronic devices including explosive
detection, medical equipment and linear accelesatarthese applications, slight variations in ltiigh voltage source would significantly
degrade the performance of the system.

Our electronics systems and components divisioigdesnd manufactures key electronic components asitransformers, noise
suppression filters and high voltage capacitorsufa in precision regulated high voltage applicetioNoise suppression filters and components
are used to help isolate and reduce the electroetiagnterference (commonly referred to as “noisafjong the different components in a
system sharing the same power source. Examplgstanss that use our noise suppression productsdecviation electronics, mobile and
land-based telecommunication systems and missitixagoe systems.

The Power Conversion Group provides subsystemsamgonents which are used in the manufacture afyats for security, medical,
military and industrial applications as follows:
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Del Power Conversion Group Markets Served

High Voltage Power Divisior

Security Analytical Instrumentation
Airport Explosive Detection Systen Mass Spectromett
Explosive Trace Detectic Capillary Electrophoresi
X-Ray Baggage Inspectic Spectroscop!

Medical X-Ray Diffraction
Radiation Oncolog Semiconductor
CT Scanning lon Implantatior
MRI Mask Repail
Bone Densitometr E-Beam Lithography
PET Scanning X-Ray Inspectiot
Blood Analysis High Powered E-Beam

Laser/Military Machining
CRT Display Sterilization
Radar Non Destructive Testing

Food Inspectiol
PC Board Inspectio
Structural Inspectio

Electronics Systems & Components Divisi

Military Industrial
Guidance & Weapons Systel Induction Heatin¢
Communication: Automotive
Commercial Capital Equipmen
Power System Medical
Telecommunication Radiation Oncolog
Satellite MRI

Meteorologica

Security Applications We currently provide a substantial majority o thigh voltage power supplies to the two certif@Ms serving
the Explosive Detection Systems (EDS) market.

The Security Market is comprised of three composidixplosive Detection Systems, Explosive Traceb&tn and X-Ray Baggage
Inspection. Explosive Detection Systems (EDS) seferthe FAA-approved, CT-based (commonly know@AS scan), baggage inspection
equipment used in airports for the automatic dataaif explosives in checked baggage. The Explo$iaee Detection (ETD) market segment
includes machines used in airports to detect vaadsresidues of explosives on luggage and pate&B.machines are less expensive and
up much less room than EDS machines do, but thejeas sensitive and less accurate in detectinipgxp materials.

The X-Ray Inspection market consists of variougsypf technologies used in the inspection of dircary-on and check-in baggage, as
well as cargo and freight. Areas of use for X-Ragplection Equipment include airports, corporatédings, cruise ships, currency printers,
customs, embassies, entertainment, governmentrgslchazardous materials, jails, mail rooms, sthand transportation.
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On November 19, 2001, Congress passed the AviatidriTransportation Security Act. The legislatioghights the importance of
baggage inspection equipment used to increaseragpeurity. Specifically, it mandated that by Dexter 31, 2002, 100 percent of checked
baggage at all the nation’s airports must be seméor explosives. In May 2002, the U.S. Departnedrfiransportation announced that
meeting the Transportation Security Act's requiret®@ould necessitate the purchase of 1,100 newra&ines and 4,700 new explosive
trace detection (ETD) machines. It is expected ttatdemand for EDS machines will continue to inasgeand that the TSA will purchase an
additional 900-1000 EDS machines in 2003 and caetio purchase at a rate of 1000 machines pertlyeargh 2010.

In addition to the increased demand in the U.Sethas also been an increased focus on aviatiamiseoutside the U.S. This demand is
expected to continue to grow as more countriesraldie world attempt to reduce the terroristic ditseassociated with commercial flying.

Two companies, InVision Technologies and L3 Comroatibns, are currently the only certified equipmmainufacturers for EDS
equipment, and we are the preferred supplier di kigtage power supplies to both of them. In additio serving the EDS market, we have
built prototype products for both the ETD and X-R&gggage Inspection markets.

Medical Applications- Our high voltage power supplies deliver precigelyulated output power while operating over a weide range of
temperatures, altitudes, humidity, shock and vibratonditions. We have designed power suppliesdéliver power over a range from sev
watts up to 60 kilowatts with output voltage rarggfrom hundreds of volts up to several hundred $hod volts. Operating frequencies range
from 60 hertz up to 100 kilohertz. These subsystarasised in CAT scans, magnetic resonance imghIRd), bone densitometry,
radiography, blood analysis, laser surgery, nuategdicine and positron emission tomography (PE&hsing.

Military Applications - Through our relationships with many of the fedg@ernment’s top defense suppliers such as RagtH&oeing,
Lockheed Martin and Northrop Grumman, we supphhhigltage subsystems and electronic componentgafious classified and unclassified
programs including radar systems, guidance systemepons systems and communication electronics.

Industrial Applications-Our high voltage power subsystems are used in rieading-edge high technology scientific and indabt
applications by OEMs, universities and private aesk laboratories. Some industrial applicationagisiigh voltage subsystems include DNA
sequencing, molecular analysis, printed circuitrboaspection, structural inspection, food and rsgfilization and ion implantation in
semiconductor capital equipment.

Marketing, Sales and Distribution: We market our Power Conversion Group products tjindn-house sales personnel, independent :
representatives in the U.S. and international agienEurope, Asia, the Middle East, Canada, Austiatd South Africa. Our sales
representatives are compensated primarily on a éssion basis and the international agents are cosgted either on a commission basis or
act as independent distributors. Our marketingreffemphasize our ability to custom engineer prtgitacoptimal performance specifications.
We emphasize team selling where our sales repasess, engineers and management personnel all twgether to market our products. We
also market our products through catalogs and fladeals and participation in industry shows.
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During the first six months of fiscal year 2003lesato InVision Technologies Inc. and Analogic Comgre each in excess of 10% of this
segment’s sales. Analogic supplies equipment to@eBimunications. InVision and L-3 are the only FA&rified equipment manufacturers
for EDS equipment and we are a preferred suppfibigh voltage power supplies to both of them. bligtally, our Power Conversion Group
has not been dependent on any one customer fortimmeen percent of its sales and we do not expecto be a common occurrence in the
future.

Competition: Our Power Conversion Group competes primarily wags than 10 small, privately owned suppliers ghhioltage power
supplies and electronic systems and component$udiing the OEMs that manufacture their own compdsidrased on market intelligence we
have gathered, we believe that we are among thevimjn market share in supplying these products.

The markets for our products are highly competitine subject to technological change and evolvidgstry requirements and standards.
We believe that these trends will continue intoftireseeable future. Some of our current and pialezdmpetitors have substantially greater
financial, marketing and other resources than weAda result, they may be able to adapt more dicknew or emerging technologies and
changes in customer requirements, or to devotdegressources to the promotion and sale of theidpets than we can. Competition could
increase if new companies enter the market orifftiexg competitors expand their product lines demsify efforts within existing product lines.
Although we believe that our products are more-effgtctive than those of our primary competitorstaie competing products may have ot
advantages which may limit our market. There candassurance that continuing improvements in atilgenew products will not make the
technically equivalent or superior to our produntaddition to providing cost or other advantagdsere can be no assurance that our current
products, products under development or our aliityntroduce new products will enable us to corapfectively.

Product Development:We have an ongoing research and development prograor Power Conversion Group. Our technical and
scientific employees are generally employed in eegiing departments at our business units, angtleii time, depending on business mix
and their own technical background, between supmpexisting production and development and reseafiorts for new product variations or
new customer specifications. We develop certain peslucts as standard products for the industtgrge after we have evaluated their
potential. These products include standardized widtage, high frequency rack mounted power supied associated modules for use as
precision test equipment by industrial laboratqriggversities and research facilities. Researchdmvelopment spending for the Power
Conversion Group was $1.5 million, $1.3 million &®i1 million in fiscal years 2002, 2001 and 20@3pectively.

Government Regulation:We are subject to various U.S. government guidelared regulations relating to the qualificatioroaf non-
medical products for inclusion in Government QuatifProduct Lists in order to be eligible to reeepurchase orders from a government
agency or for inclusion of a product in a systenicltwill ultimately be used by a governmental agerwe have had many years of experie
in designing, testing and qualifying our produdsdale to governmental agencies. Certain goverho@racts are subject to cancellation
rights. We have experienced no material terminatifoany government contract and are not aware pjpanding terminations of government
contracts.
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In March 2002, RFI Corporation, our Electronic &yss and Components subsidiary, was served a subjioennnection with an
investigation by the DOD. See “Legal Proceedings.”

BACKLOG

Our backlog at August 3, 2002 was approximately 8Ron. Substantially all of the backlog shouksult in shipments within the next
months. Backlog at July 29, 2001 was approxim&$8i million. The year to year decline in backlogsvpaincipally in our Power Conversion
Group, mostly resulting from a change in our metbbrecording blanket purchase orders. In the pesthad included the entire blanket
purchase order in backlog. In order to better derunexpected changes in certain blanket ordeespaw only record releases against purcl
orders of this nature. This change in methodol@giuced backlog by approximately $3 million.

Our backlog at November 2, 2002 was approximat8®/illion. The reduction in backlog from AugustZ®02 was mostly due to the
Power Conversion Group’s shipments of large ED®arth the first quarter of fiscal 2003, offsetdiyincrease in backlog at our Medical
Systems Group. The backlog at February 1, 2003appeoximately $28 million. The decline in backlagrh November 2, 2002 was mostly
attributable to continued shipments of EDS orderthé Power Conversion Group, again offset by aregse in the backlog at our Medical
Systems Group.

During the first two quarters of fiscal 2003, thecklog at our Power Conversion Group was also tgteby the rate of incoming new
orders. In the first quarter of fiscal 2003, incamborders in our Power Conversion Group were apprately 20% lower than in the first
quarter of fiscal 2002. In the second quartersddl 2003, incoming orders in our Power Conver&ooup were ahead of the prior year’s
second quarter. For the six months ended Febry&9dB, the incoming orders in our Power Conver§ooup are down approximately 3%
versus the similar period in fiscal 2002.

EMPLOYEES

As of November 3, 2002, we had approximately 54@legees. We believe that our employee relationgaoel. None of our
approximately 400 U.S. based employees are repgezséy a labor union.
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FACILITIES

The following is a list of our principal propertiedassified by segment and subsidiary:

Approx.
Floor Owned/Leased
Areain (Expiration
Location Sq. Ft. Principal Uses Date If Leased)
Medical Systems Group:
Del Medical Imaging Corp. Franklin Park, IL 68,000 Design and
manufacturing Leased (200!
Villa Sistemi Medicali S.p.A Milan, Italy 67,000 Design anc
manufacturing Leased (201:®
Power Conversion Group:
Corporate and De Valhalla, NY 44,000 Corporate
High Voltage division headquarters,
design and
manufacturing Leased (200t
RFI Corporation Bayshore, NY 55,000 Design and
manufacturing Ownec
Bertan Hicksville, NY 38,000 Design and
manufacturing Leased (20042

(1) We have the option to purchase this property attimelusion of this leas
(2) We intend to close this facility and move its protion to our Valhalla plan

We believe that our current facilities are suffitiéor our present requirements. Our U.S. creditifg with Transamerica is secured by a
mortgage on RFI's property.
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LEGAL PROCEEDINGS

Securities and Exchange Commission InvestigationOn December 11, 2000, the Division of Enforcenudrthe SEC issued a formal
Order Directing Private Investigation, designatBigC officers to take testimony and requiring thedpiction of certain documents, in
connection with matters giving rise to the neecdetsiate our previously issued financial statemafts have provided numerous documents to
and continue to cooperate fully with the SEC.

We have reached an agreement in principle witlsthé of the SEC to settle the SEC’s claims agaissiThe settlement will include a
penalty of up to $400,000, and an injunction agdumsire violations of the antifraud, periodic refiog, books and records and internal
accounting control provisions of the federal se@silaws. The proposed settlement may be sulgeantong other things, any further
restatement of our historical financial statememtsther material adjustments. Management is nar@wf any necessary restatements reqt
with respect to the financial statements includsdwhere in this prospectus. In addition, the psegosettlement will require approval by the
Commission and by the D.C. District Court. We caregno assurance this settlement will be approwedither the Commission or the D.C.
District Court.

Although we have not reached a binding agreemethttive SEC on this settlement, management belignaeghis agreement in principle
a reasonable basis on which it can now estimatérthacial impact of this SEC investigation. Asesult, we have recorded a charge in the
fourth quarter of fiscal year 2002 related to tigseement in principle with the SEC, plus assodi&tgal costs.

Department of Defense Investigation On March 8, 2002, RFI Corporation, our subsidiang part of the Power Conversion Group
segment, was served with a subpoena by the U.8tn&ly for the Eastern District of New York in cootien with an investigation by the DO
RFI supplies noise suppression filters for commaitidns and defense applications. We are fully coatjppey with this investigation, and have
retained special counsel on this matter. Managewrgmiot predict the duration of such investigatioits potential outcome.

Litigation Related to Former Chief Executive Offica - On March 2, 2001, the employment of the formeOCkEas terminated. In
February 2002, we filed a lawsuit against our far@EO in the N. Y. District Court, seeking damagesxcess of $15 million, alleging
fraudulent and other wrongful acts, including séms law violations, fraudulent accounting praeicbreaches of fiduciary duties, insider
trading violations and corporate mismanagement.

Our former CEO answered our complaint and courdengd for damages based on the termination ofrhi@a@/ment by us, pursuant to
his then current employment agreement and brodngiak party claims against certain directors andcefs. These third party claims by the
former CEO were dismissed on October 18, 2002.félmer CEO is seeking damages from us in exce$5@d,000. There can be no
assurance that we will be successful in our clageinst our former CEO, or even if we are succéssfie to the former CEQ’s financial
condition and competing claims and/or fines andhjieas that may be imposed, there can be no asseithat we will ever recover any
damages from the former CEO.

Class Action Litigation - A consolidated class action complaint againstasain of our former officers and certain of current and
former directors and auditors was filed on Febrdagy2001 in the N.Y. District Court by certainafr shareholders. The complaint
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alleged violations of the federal securities lawd aought to recover damages on behalf of all @sets of our common stock during the class
period November 6, 1997, to November 6, 2000. Tdrepaint sought rescission of the purchase of shafreur Common Stock or
alternatively, unspecified compensatory damagesgalvith costs and expenses including attorneys.fe

On July 26, 2001, we reached an agreement in pteeiith certain other defendants to settle themaimt. Under the terms of the
settlement, we issued to the plaintiffs: (i) $2liorl subordinated notes due five years from the déissuance with interest in arrears accrued
at 6% per annum; (ii) 2.5 million shares of our Goam Stock; and, (iii) 1 million warrants to purckasur Common Stock at $2 per share. The
warrants are callable by us at $0.25 per shareriftock trades at a price in excess of $4 fordy&@r more. This settlement was approved by
the U.S. District Court for the Southern Distri€fNew York on January 29, 2002. The warrants wélldxercisable upon the effectiveness of
this registration statement of which this prospgsdsua part.

When the court approved the class action settlemedanuary 29, 2002, and opportunities for appegired on March 21, 2002, all
uncertainty regarding the final value of the sd@siissued by us in the settlement was eliminatbdrefore, in the third quarter of fiscal year
2002, the Company recognized an additional chafgpmroximately $7,050,000 related to the increadbe value of securities issued.

Other Legal Matters - We are a defendant in several other legal actising from the normal course of business. Marmag# believes
we have meritorious defenses to such actions atdhh outcomes will not be material to our corgad financial statements.
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MANAGEMENT

The following table sets forth the names, agesmimtipal positions of our executive officers, diters and key employees:

Name Age Position

Samuel E. Parid) 60 Chief Executive Officer, President and Direc

Thomas V. Gilboy 48 Chief Financial Officer, Treasurer and Secre!

Edward Ferris 46 Senior Vice President, Corporate@rganizational
Developmen

Daniel J. Pisan 56 President, Power Conversion Grc

Walter Schneide 67 President, Medical Systems Grc

Edgar J. Smith, JF 68  Director

David Michael® 65  Director

James M. Tiernaf)@@®) 78  Director

(1) Member of the Special Subcommiti
(2) Member of the Stock Option and Compensation Coree
(3) Member of the Audit Committe

All of our directors will serve until our next anallshareholders meeting or until their respectivecessors are duly elected and qualified.
Set forth below is certain information with respereach of our directors and each of our othecetkee officers.

Samuel E. Parkas been our Chief Executive Officer and Presiffent May 2001 to the present. Prior to joining Ms, Park was
President and Founder of the Hibernian Consultinou@, which specialized in helping clients incretdsevalue of their companies. For the
prior three years, he was President-Americas, BeoEquipment Division, of United Utilities Ltd. U.Kserving the water and wastewater
equipment markets worldwide. From 1991 through 1985 Park was President of Leeds and Northrupnfaaf General Signal), an
international manufacturer of high technology elewic instrumentations, sensors and complex lacgéegprocess control systems. Prior to
that, Mr. Park held various manufacturing execugiesitions with both General Electric Company areh&al Signal Corporation.

Thomas V. Gilbopecame our Chief Financial Officer, Treasurer aadr&ary on February 28, 2001. From 2000 to 2001 GWboy was
Chief Financial Officer of Microwave Power Devides., a supplier of signal amplification equipmémt military and commercial wireless
infrastructure applications. For the prior 3 yeds, Gilboy had provided certain consulting sergi¢ecluding sometimes acting as Chief
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Financial Officer) to troubled public and privatengpanies, including Hanover Direct, Inc., New Gédtldings Inc., and DeVlie@®ullard Corp.
From 1996 to 1998, Mr. Gilboy was Chief Financidfi€er of PureTec Corp., an international plastosnpany.

Edward Ferriswas hired in July 2002 as Senior Vice Presidentp@ate and Organizational Development. From 1948 ke joined us,
he was President of Plus Ultra, Inc., consultamtsusiness and organizational strategy, and foomesultants to us.

Daniel J. Pisanavas hired in July 2001 as President, Del Power €mion Group. Prior to joining us, he was Presiddémynamic
Marketing Corp. a provider of retail marketing dees. From 1998 to 2000, he was President of R8pientific, Inc., a division of Roper
Industries Inc. and a manufacturer of digital caamer

Walter Schneidejoined us in September 2000 and was appointeddemtsof Del Medical Systems Group and Villa Sistéteidicali
S.p.A. in April 2002. From 1985 to 1999, he wassitent of the Bennett Division of Thermo Electron. G manufacturer of general purpose
radiology equipment.

Edgar J. Smith, Jihas served as director since December 2002. H&/igasPresident, General Counsel and Secretary &fdNi
Corporation from 1998 until his retirement in 1989eviously Mr. Smith had been Vice President, Gar@ounsel and Secretary of General
Signal Corporation for 12 years and had been wéhesal Signal Corporation for more than 30 yeans.9ith is also a director of Tannehill
Industries, Inc., a private company.

David Michaelhas served as a director since 1985. He is Prasil®uavid Michael & Co., PC and is a Certified HalAccountant. Mr.
Michael is also a director of FRMO Corp. and MFC/Blepment Corp. Mr. Michael was the subject of asemt decree with the SEC in April
1999, pursuant to which Mr. Michael was deniedpheilege of appearing or practicing before the S&Can accountant. On October 30, 2002,
Del was informed that Mr. Michael had received agl\&/ Notice” from the Staff of the SEC indicatirwat the Staff is considering whether or
not to recommend the filing of a civil proceedirgaast Mr. Michael.

James M. Tiernahas served as a director since 1985, at whichhienetired as Divisional Executive and Vice Presidd# The Chase
Manhattan Bank, New York, NY.

Director Compensation

Our directors receive $25,000 per year for theivises as directors. Historically, we have paid Ghairman of the Board and our
Chairman of the Audit Committee $75,000 and $12,58€pectively, as additional amounts for theivisess in such capacities. We currently
have no directors who hold these positions. Oureroployee directors are also eligible to receieelsbptions under our stock option plan.
There were no options granted to our non-employeetdrs during fiscal year 2002. Directors who aue employees do not receive any
compensation for their services as directors. Adiogty, Mr. Park is not compensated for servingasrector.
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EXECUTIVE COMPENSATION

The following Summary Compensation Table sets farehcompensation of Samuel E. Park, our Chief &tkee Officer, and our other

four most highly compensated executive officersrdupur fiscal years ended August 3, 2002, July22®1 and July 29, 2000.

SUMMARY COMPENSATION TABLE

Long-term
Annual Compensation Compensation
Other Annual Securities
Name and Fiscal Compensation ($) Underlying All Other

Principal Position Year Salary ($) Bonus ($)(1) ) Options Compensation ($
Samuel E. Park 200z $353,90: $220,50! $23,48:- $50,00(4) —
Chief Executive Officer 20013) 80,76¢ 50,00( 13,70: 250,00((®) —
Thomas V. Gilboy 200z 187,92 80,00( — 15,00(4) —
Chief Financial Officer 20016) 72,34¢ 15,00( — 50,00((5) —
Edward Ferris 2007 11,63¢ 6,667 3,007 — —
Senior Vice President, Corporate ¢
Organizational Developme
Daniel J. Pisan 2007 227,75¢ 88,00( — 54,00((4)(®) —
President, Power 20019 7,692 4,00( — —
Conversion Grou,
Walter Schneider Schneider 200z 203,46: 88,00( 12,25: 36,00(4) —
President, Medice 2001(10) 125,00( 36,00( — 60,00((5)(11) —
Systems Grou
Leonard Trugmai 200112 249,69: 100,00( — — —

200C 351,77¢ 200,00( — 50,00((14) 914,074(15)
David Engel 2001(16) 85,79¢ — — — —
200C 162,50( 85,00( — 20,00((14) 10,697(15)

(1) The figures reported in the bonus column repreaerdunts earned and accrued for each

@)

(3)
4)

®)
(6)
@)
®)

The other annual compensation represents paymetishalf of Mr. Park, Mr. Ferris and Mr. Schneiftarcompany apartments for thi
use. For Mr. Park, the fiscal year 2002 amount misludes an automobile allowance of $908. The egage amount of any perquisites or
other personal benefits for other executive offiogas less than $50,000 or 10% of the total arsalaly and bonus and is not included in
the above table

Mr. Park was hired as our Chief Executive OfficarMay 1, 2001, with an annual base salary of $380,

Consists of nonqualified stock options granted atofer 17, 2001. Such stock options become exéieismmediately with an exerci:
price of $1.80. They are exercisable through Oatdbe 2011

Consists of nonqualified stock options grardadApril 23, 2001. Such stock options became egalde 25% on the date of grant and 25%
each year thereafter with an exercise price of(hle@cept with respect to Mr. Park. Mr. Parkptions became exercisable 40% on the
of grant and 20% each year thereafter with an ésesprice of $1.00. They are exercisable throughl 22, 2011.

Mr. Gilboy was hired as our Chief Financial Offiaar February 28, 2001, at an annual base sala$&d,000

Mr. Ferris was hired as Senior Vice President, 6afe and Organizational Development on July 122@0an annual base salary
$200,000

Consists of nonqualified stock options granted agést 3, 2001. Such stock options become exereisaticrements of 25% per ye

with an exercise price of $1.15. They are exerdesttirough August 2, 201
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(9) Mr. Pisano was hired as President, Power Convefaionp on July 11, 2001 at an annual base salab2@d,000

(20)Mr. Schneider was hired on September 18, 2000 awappointed as President, Medical Systems Gro#pah22, 2002, with an annual
base salary of $220,000. The compensation forlfisgar 2001 includes amounts paid to Mr. Schngudlierr to the time he became our
executive officer

(11)Consists of nonqualified stock options granted ept&mber 19, 2000. Such options become exerci@abteeach year with an exercise
price of $8.63. They are exercisable through Sepéerh8, 2015

(12)Mr. Trugman was our Chief Executive Officer untdiffuary 26, 2001 with an annual base salary of 5889

(13)For Mr. Trugman, the bonus amount included defecadpensation in the amount of $100,000 for eac206fl and 2000, respective

(14)Consists of nonqualified stock options granted atoBer 22, 1999. Such options became exercisalte2s year with an exercise pri
of $7.50. These options were canceled on Januarg@® with respect to Mr. Engel and February 2&12with respect to Mr. Trugma

(15)Earnings related to exercise of nonqualified stogtons.

(16)Mr. Engel was President of Del Medical Systemsluatnuary 31, 2001 with an annual base salary 67 ED2.
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OPTION GRANTS IN THE LAST FISCAL YEAR

Number of

Securities Percent of Total Potential Realizable Value a

Underlying Options Granted Assumed Annual Rate of Stock

Options to Employees In Exercise Price Appreciation For
Name Granted (#) Fiscal Year 2002 Price ($)(Sh) Expiration Date Option Term
5% ($) D 10 % ($)

Samuel E. Park 50,00((2 30% $1.8( 10/16/201. $56,60: $143,43
Thomas V. Gilboy 15,0002 9% $1.8( 10/16/201. 16,98( 43,03:
Daniel J. Pisan 50,00((3) 30% $1.1¢ 08/2/201.: 36,16 91,64(
Daniel J. Pisano 4,000 2% $1.8( 10/16/201. 4,52¢ 11,47¢
Walter Schneide 36,0002 22% $1.8( 10/16/201. 40,75z 103,27!

(1) Fair market value of stock on grant date compouragedially at rate shown in column heading, fordpgon term, less exercise pri
(2) These stock options were granted on October 17, 36@ vested immediatel
(3) These stock options were granted on August 3, 20@1vest in increments of 25% per ye

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND
FISCAL YEAR-END OPTION VALUES

Number of Securities Value of Unexercised
Underlying Unexercised In-the-Money Options at
Options at Fiscal Year-End Fiscal Year-End ($)(1)
Shares Acquired Value Realized
Name on Exercise (#) %) Exercisable Unexercisable Exercisable Unexercisable

Samuel E. Park — — 200,00( 100,00( $390,00! $215,00!
Thomas V. Gilboy — — 40,00( 25,00( 74,00( 53,75(
Edward Ferris — — — — — —
Daniel J. Pisano — — 29,00( 25,00( 55,40( 50,00(
Walter Schneide — — 63,50( 32,50( 102,35( 53,75(

(1) Difference between the fair market value of thearfydng common stock ($3.15) and the exercise gocén-the-money options o
August 3, 2002

Employment Agreements

We entered into an employment agreement with Safueark, effective as of May 1, 2001, which agreetexpires on April 30, 2004,
unless earlier terminated by Mr. Park or us. Purst@his employment agreement, Mr. Park servesia®resident and Chief Executive
Officer at an annual salary of $350,000. Each wyé@r his first year of employment, his annual sakhall equal $350,000 times the greater of
(i) the yearly percentage increase in the Conswiriee Index, as defined, or (i) five percent (5%)addition, Mr. Park is entitled to receive
annual performance bonus based upon target gddly siee Board of Directors. If Mr. Park attaing020 of the target goals, his bonus payn
shall equal sixty percent (60%) of his then cursaiary. If in any year Mr. Park exceeds or failattain 100% of target performance, the B:
of Directors shall have discretion to adjust higim payments accordingly. Mr. Park may elect tedafportion of his bonus payments to a
deferred compensation account until age 65.
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Throughout his employment term, Mr. Park is ertditle five (5) weeks of paid vacation time, reimtament of his reasonable business
travel expenses and the use of a company autométildark is also entitled to the use of a corpegpartment. Mr. Park may participate in
any pension, profit sharing, group insurance amth ©her benefit plans as are made available t@xecutives generally. In addition, we have
agreed to maintain a life insurance policy, in aroant equal to three (3) times Mr. Park’s salarigiclv policy is payable, less any amounts
paid by our group insurance plan, to Mr. Park'siesor his designated beneficiaries upon his dé&thPark’s employment agreement also
contains confidentiality and non-competition pramiss with a restrictive period of one (1) year doling termination of his employment
agreement.

If we terminate Mr. Park’s agreement for causejefined in his employment agreement, or Mr. Paakds his employment, we are
obligated to pay Mr. Park’s salary through the ehthe month in which such termination occurs. # terminate Mr. Park’s agreement other
than for cause, Mr. Park is entitled to receivesaigry and bonus for the remainder of his employrterm. In the event of his total disability,
as defined in his employment agreement, Mr. Patkoantinue to receive his salary for the remainoehis employment term. In the event of
Mr. Park’s death, we are obligated to pay Mr. Pasddlary to his estate or designated beneficifoies period of twelve (12) months following
his death. In all events of termination, exceptbyother than for cause, Mr. Park is entitled teeiee his bonus for such year piatted for thos
months during which we employed him. In all evesftsermination, except by us other than for causeare obligated to pay Mr. Park all
amounts in his deferred compensation account,gdasied interest, dividends and gains.

Upon a change of control, as defined in his emplynagreement, (i) all outstanding unexercisedogtheld by Mr. Park shall
immediately vest and become exercisable and (iigrgeobligated to pay Mr. Park an amount equédhteet (3) times his then current salary
plus the annual bonus declared for the immedigiedgeding year (inclusive of any amounts of defeo@mpensation).

In addition, at a Board meeting in December 2002 ,Bpard agreed to amend Mr. Parkmployment agreement to provide, in the eve
a change of control payment, for a gross-up payrgual to the total amount of all taxes imposedhenchange of control payments. This
amount could be significant. See “Risk Factorsyrents required under certain change of contr@@gents with our executives could
unduly burden our Company.”

Change of Control Agreements

On October 28, 2002 we executed new change ofdadreements to replace existing agreements hétlidllowing executive officers:
Thomas V. Gilboy, Walter Schneider, Daniel J. Pisand Edward Ferris. A form of the newly-adoptedraje of control agreement is attached
as an exhibit to our Annual Report on FormKL@er the year ended August 3, 2002. The followsugnmary of certain provisions of the chai
of control agreements does not purport to be cotmpled is subject to and qualified in its entideyyreference to the actual text of such
agreements. The terms of the new change of coagrelements provide that, in the event of a chamgentrol that results in the termination of
the executive’s employment, we are obligated totpape executive two (2) times the sum of (i) &xecutive’s base salary, plus (ii) any bonus
payable for the year immediately preceding the iteation (or if no bonus was declared, the targetisdor the year of the termination), plus
(iif) any amount credited to the executive as def@icompensation for the year immediately precetlisgermination.
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In addition, in the event of a termination followgia change of control, we are obligated to pay¢oexecutive an amount equal to the
executive’'s unvested balances in our profit shapiliag and 401(k) plan. These change of control gaymare conditioned upon the execution
of a mutual release of claims, and must be madeas as practicable (but no more than five (5) gptkowing the executive’s termination.

Upon a change of control termination, we are oliddo pay to the executive an amount equal t@deeutive’s unused vacation days and
a pro-rata portion of the executive’s accrued bytaid target bonus for the year in which the teation occurs. In addition, upon a change of
control termination, the executive may participateur hospitalization, group health benefit anshtility plans for eighteen (18) months from
the date of the termination. If our plans do n&ialsuch participation, we are obligated to reingeuthe executive for the cost of equivalent
coverage.

If the payments to be received by an executive uaddange of control agreement, together withahgr perquisites or payments, are
subject to excise taxes, we are obligated to makess-up payment equal to the total amount dbalts imposed on the change of control
payments, including income and excise taxes imposettie gross-up payment. This amount could befgignt. See “Risk Factors - Payments
required under certain Change of Control agreemeititsour executives could unduly burden our Conypan

The termination of an executive’'s employment shaldeemed a change of control termination if sucpleyment is terminated by us
within twenty-four (24) months after a change ofittol, or the executive voluntarily terminates Bmployment, within twenty-four (24)
months of a change of control, due to a decreatieeiexecutive’s salary, bonus or benefits, oréflvave substantially changed the executive’s
duties, moved his work location by more than f@a9) miles or our principal business location halsssantially changed.

Compensation Committee Interlocks and Insider Parttipation

During fiscal year 2002, the Compensation Committeeur Board of Directors was comprised of JamiesnBn and Roger Winston. Pri
to the resignation of Mr. Winston in November 2082,also served as Chairman of our Board of Directdr. Winston’s wife is the Chief
Executive and one of the owners of Battalia Windtdgarnational Inc., an executive recruiting firmwhich we paid fees during fiscal year
2002. See “Certain Relationships and Related Trioss."

Stock Option and Stock Purchase Plans
Our Stock Option Plan

We amended and restated our stock option plan Becémber 14, 2000. The amendment in December 2@¥ded that any options
expiring while our shares are suspended from topdinthe NASDAQ Stock Market will be subject toetiension of six months from the
earlier of the date trading resumes on a natiomalipgnized exchange or the filing of our FormKL@r the year ended July 29, 2000. We h
not filed and do not contemplate filing a Form 1@eK fiscal year 2000. Therefore, for this amendhwdrthe stock option plan, the relevant
extension will be six months from the resumptiotisting or quoting.

The plan will expire on December 31, 2009 unless @arlier terminated. The following summary ofta@ provisions of the Option Plan
does not purport to be complete and is subjechtbigiqualified in its entirety by reference to #twtual text of the Option Plan, a copy of
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which is attached as an exhibit to our Annual ReporForm 10K for the year ended August 3, 2002. The Optiom Plvides for the grant
incentive stock options and non-qualified stocka to our executive officers, directors, emplayaead consultants.

A committee designated by our Board of Directomnimisters the Option Plan. Among other things,Gteenmittee: (i) determines
participants to whom options may be granted anahtimber of shares to be granted pursuant to ea@nppased upon the recommendatiol
our Chief Executive Officer; (ii) determines thents and conditions of any option under the OptianPincluding whether options shall be
incentive stock options, within the meaning of 8st#122 of the Code, or non-qualified stock optigii§ may vary the vesting schedule of
options; and (iv) may suspend, terminate or motfieyOption Plan. The Board of Directors determiésption grants to our Chief Executive
Officer.

Under the Option Plan, incentive stock options havexercise price equal to their fair market vas®f the grant date and, unless earlier
terminated, are exercisable for a period of ter) y&@ars from the grant date. Non-qualified stoctiays may have an exercise price that is less
than, equal to or more than the fair market valu¢he grant date and, unless earlier terminatede®ercisable for a period of up to fifteen (15)
years from their grant dat

Subject to amendment by the Committee, optionstgdamnder the Option Plan vest up to 25% on anarvasis, beginning on the first
anniversary of the grant date, and may vest u@@4lon the fourth anniversary of the grant date.

The Option Plan authorizes the issuance of optiomirchase an aggregate of 3,874,293 shares @boumon stock, as adjusted by the
Committee, in its discretion, to reflect certairanges in our capitalization. As of August 3, 2082 aggregate of 253,160 shares were available
for issuance on options to be granted under th@@ptian. As of August 3, 2002, options to purchas@aggregate of 1,990,055 shares were
outstanding at an average exercise price of $345lpare, having a range of expiration dates thrdaguary 2017. During fiscal year 2002,
granted options to purchase 165,000 shares of constack at an average exercise price of $1.65hmmesDuring fiscal year 2002, no options
were exercised and no options expired or were dladcd o date, options to purchase 1,631,078 shafresmmon stock have been exercised.

As of November 3, 2002, we had granted optionautahmse 300,000 shares of common stock to Samurdrk, 65,000 shares of comn
stock to Thomas V. Gilboy, 50,000 shares to Edvirndis, 54,000 shares of common stock to DaniBlshno and 96,000 shares of common
stock to Walter F. Schneider, all at an averageotse price of $1.42 per share.

The exercise price of options granted under thmogtlan may, at the discretion of the Committeephid by the optionee in (i) cash, (ii)
check, (iii) shares of our common stock owned tdeast one year and valued at their fair mark&ievas of the date of exercise of the option,
(iv) an executed exercise notice together withvisoable broker instructions to sell the shareseuthip the option and deliver promptly to us
the proceeds required to pay the option pricea(@ymbination thereof or (vi) such other considerafother than a promissory note from the
optionee) as the Committee may deem appropriatgeShuinderlying options that expire or terminateafoy reason without having been
exercised in full shall become available for futgrants.
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In the event we terminate the employment of anoogete for cause, the optionee’s unexercised optidlhserminate as of such termination
date. In the event an optionee retires, all unésedcoptions granted to such optionee shall imntelgiaest in full and remain exercisable in
accordance with their terms, or for five (5) yeafter the date such optionee retires, whichevdogeés shorter. If a retiring optionee remains
on our Board of Directors after retirement, thested non-qualified stock options may be exerciselbrag as the retired optionee remains a
director and for a period of six (6) months thetegfor for five (5) years after retirement, whigheis longer. Incentive stock options may only
be exercised within their respective terms or lfioe¢ (3) months after retirement, whichever is t&hor

In the event of a termination of employment by oceasf disability or death, then all unexercisedam held by the optionee shall
immediately vest and remain exercisable in accarelavith their respective terms or for three (3)rgdallowing such termination, whicheve
shorter.

In the event of termination of employment for artlyey reason, all unexercised options shall be dderarcelled, except that any vested
options shall be exercisable for the balance df tespective terms or for nine (9) months of stesimination, whichever is shorter. The
Committee may, in its sole discretion, establidfedént terms and conditions regarding the efféet termination of employment under the
Option Plan, to the extent permitted by applicdhle.

Upon the occurrence of a ‘change of control,” dmetperiods relating to the exercise of optiondldieaccelerated so that the options
immediately vest and become exercisable in fullséth time, the Committee may offer an optioneeotiteon to have us purchase the options
from such optionee for an amount equal to the gashcould be realized upon the exercise of th®npt A change of control shall have such
meaning as determined from time to time by the Cdtemand included in any option agreement, pravitiat a change of control shall be
deemed to have occurred if: (i) there is a chandeeneficial ownership of twenty (20%) percent arenof the voting power of our outstand
Capital Stock, (ii) during any two consecutive ygandividuals who at the beginning of such penigte directors cease to constitute a
majority of our Board of Directors, unless the &lat, or nomination for election by our sharehotjef the new directors was approved by at
least two-thirds of the directors then in officeavlvere directors at the beginning of such periofligrour shareholders have approved (x) a
consolidation or merger in which we are not thesisimg corporation or pursuant to which our shasesommon stock are converted into cash,
stock or other property, other than a merger inclvlwur shareholders have the same ownership pageeirt the surviving corporation after the
merger, (y) the sale, lease or exchange or otaesfier (in one or a series of transactions) obraiubstantially all of our assets or (z) any plan
or proposal for our liquidation or dissolution.

Our Board of Directors or the Committee may at amg suspend, terminate, modify or amend the Og®ilam, subject to any shareholder
approval required by applicable law. No suspengiEmmination, modification or amendment of the ©ptPlan may adversely affect the rights
of an optionee without the optionee’s consent. Chenmittee may, in its discretion, amend the terfreng option as it deems advisable or to
cancel or annul any option grant, provided thasmch amendment, modification, cancellation or ameuit may, without consent of the
optionee, adversely affect such optionee’s rightden the option. The Committee may also convertarigtanding incentive stock options to
non-qualified stock options, require an optionebotéeit any unexercised options, any shares puethgpursuant to an option or any gains
realized by virtue of receiving an option, in theeet an optionee competes with us.
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Unless the Committee determines otherwise, optimasot transferable otherwise than by will orltwes of descent and distribution, or
pursuant to a qualified domestic relations order.

Employee Benefit Plans
Defined Benefit Plan

We have a defined benefit pension plan which prewictirement benefits for some employees. Theutixecofficers named in the
Summary Compensation Table do not participateérptan.

Subsequent to the fiscal year ended July 29, 20@0management concluded that violations of the [Byge Retirement Income Security
Act, or ERISA, existed relating to this defined bBtplan. The violations related to excess coneiains of our common stock in the plan
assets. In July 2001, our management decidedrtortate this plan, subject to having available futaifinance the plan in accordance with
rules and regulations related to terminating penplans. This plan has not yet been terminatedweugxpect to start the process of termine
this plan in fiscal year 2003.

401(k) Plan

Effective February 1, 2003, we have adopted a 40dlién under which U.S. based employees may adetefer a portion of their annual
compensation. All U.S. employees, on their datkic#, may elect to defer 1% or more of their anraaddry, subject to applicable legal
limitations. We match 50% of employee contributioiesa maximum of 4% of compensation. Employees inethe employer contribution on a
graduated scale after one year, with full vestiftgrahree years of service. Highly compensatedleyses’ salary deferrals are limited by the
contribution levels of all other eligible participta. Distributions are made at retirement or ugsmination of employment.

The plan, adopted in February 2003, replaces aar $01(k) plan. All balances under the prior plaiti transfer to the new plan.

A profit sharing plan is included as part of thel@) plan, which allows substantially all of ourSJ.employees to participate in our profits,
regardless of whether or not the employee eleatemdribute to the 401(k) plan in any year. As pinefit sharing plan is part of the 401(k) plan,
eligibility, participation and other requirementg governed by the provisions of the 401(k) plaont@ibutions to the plan are at the discretion
of our Board of Directors.

Under the prior plan, no profit sharing contribmsovere made for fiscal year 2002 or 2001. Our 8agproved a $100,000 profit sharing
contribution for the fiscal year ended July 29, @00
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatimygarding the beneficial ownership of our commaristas of January 31, 2003, by (i)
each executive officer identified in the Summarnn@ensation Table, (i) each of our directors, @il)executive officers and directors as a
group and (iv) each person known by us to be timefieal owner of more than 5% of the outstandihgres of our common stock.

Shares of Common Stocl
Beneficially Owned

Percent of Percent of
Class Class
Number of Before After
Shares Offering Offering

Samuel E. Park 200,00(®) 1.9(% 1.7%%
c/o Del Global Technologies Corp.

One Commerce Park

Valhalla, NY 1059¢

Thomas V. Gilboy 40,00((D) * *
c/o Del Global Technologies Corp.

One Commerce Park

Valhalla, NY 1059t

Edward Ferris 12,50((1) * *
c/o Del Global Technologies Corp.

One Commerce Park

Valhalla, NY 1059¢

Daniel J. Pisano 29,00((D) * *
c/o Del Global Technologies Corp.

One Commerce Park

Valhalla, NY 1059¢

Walter Schneide 68,50((1) * *
c/o Del Global Technologies Corp.

One Commerce Park

Valhalla, NY 1059¢

David Michael 183,294 1.75% 1.5%%
c/o David Michael & Co. P.C.

Seven Penn Plaza

New York, NY 10001

James M. Tierna 36,601 * *
c/o Del Global Technologies Corp.

One Commerce Park

Valhalla, NY 1059¢
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Edgar J. Smith, Jr.

c/o Del Global Technologies Corp.
One Commerce Park

Valhalla, NY 1059t

All Directors and Named Executive Office
as a group (8 person

Others:

Benson Associates LLC

111 SW 5", Suite 2130
Portland, OR 9720

Dimensional Fund Advisors Inc.

1299 Ocean Avenue, f1Floor
Santa Monica, CA 904C

FMR Corp.
82 Devonshire Street
Boston, MA 0210¢

Royce & Associates LLC
1414 Avenue of the Americas
New York, NY 1001¢

Warren Lichtensteil

c/o Steel Partners Il, L.P.
150 E. 529 Street, 25 Floor
New York, NY 1002z

Wellington Management Co. LLP
75 State Street
Boston, MA 0210¢

Samuel P. Spor

c/o Schoengold & Sporn, P.C.
19 Fulton Street, Suite 406
New York, New York 1003

* Represents less than 1% of the outstanding shaoes common stock.

Shares of Common Stocl
Beneficially Owned

Percent of Percent of

Class Class
Number of Before After

Shares Offering Offering

6,25( *0/ *
576,151 5.2%% 4.85%
898,562 8.6&% 7.92%
448,4143) 4.3%% 3.95%
786,10((4) 7.6(% 6.9%
1,100,11((5) 10.67% 9.6%%
902,91®) 8.7%% 7.9%
949,63(7) 9.1&% 8.3
833,33(8) 8.05% 10.2¢%

(1) Represents shares of our common stock which magdaired upon the exercise of stock options whiehpaesently exercisable or

will become exercisable within 60 days of JanuaryZ003 issued to the followin

Samuel E. Par
Thomas V. Gilboy
Daniel J. Pisano
Walter Schneide
David Michael
James M. Tiernan
Edward Ferris

200,00(
40,00(
29,00(
68,50(

151,60t
29,57¢
12,50(



Edgar J. Smith, Jr. 6,25(
All Directors anc 537,43(
Named Officers as a Grol
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2)

3)

(4)

()

(6)

()

(8)

According to information contained in a Schedul&A8 dated February 5, 2003, Benson Associates, (“Bensol”), an investmet
advisor registered under the Investment AdvisorsoAd 940 (“Investment Act”), is the beneficial ommof 898,563 shares of our
common stock. In its role as investment advisond®a has sole power to vote and dispose of theslwdour common stock but
disclaims beneficial ownership of such shares owneid in a fiduciary capacity

According to information contained in a Schedul&i$ated February 3, 2003, Dimensional Fund Advitmes or DFA, an
investment advisor registered under the Investrientis the beneficial owner of 448,414 shareswf@mmon stock. In its role &s
investment advisor, DFA has sole power to votestisres of our common stock owned by it but discadeneficial ownership of
such shares

According to information contained in a Schedul&A8 dated February 14, 2002, Fidelity ManagementiRasearch Company
(“Fidelity”), a wholly-owned subsidiary of FMR Corpand an investment advisor registered underrthestment Act, is the
beneficial owner of 786,100 shares of our commonksthrough its Fidelity Low Priced Stock Fund aritler funds. Edward C.
Johnson 3d, in his capacity as Chairman of FMR C&ildR Corp., through its control of Fidelity, atite Fidelity Funds each has
sole power to dispose of the shares of our comrtank ®wned by FMR Corp. Neither FMR Corp. nor Eddv&:. Johnson 3d, has
sole power to vote or direct the voting of the skaswned directly by the Fidelity funds. Voting pawesides with the each of the
Fidelity Fund’ Board¢ of Trustees

According to information contained in a Schedul&i$ated February 4, 2003, Royce & Associates, LIRDbyce”), an investment
advisor registered under the Investment Act, isbreeficial owner of 1,100,110 shares of our comstonk. In its role as
investment advisor, Royce has sole power to votiispose of the shares of our common stock owndgdyge.

According to information contained in a Schedul®M#8dated November 20, 2002, Mr. Lichtenstein maydeemed to be the
beneficial owner of the shares owned by Steel Besth, L.P., a Delaware limited partnership (“$teartners”). Mr. Lichtenstein is
the sole executive officer and managing membetedélFartners, L.L.C., a Delaware limited liabildgmpany, which is the general
partner of Steel Partners Il (“Partners LLC"). Bytwe of his position, Mr. Lichtenstein has theespbwer to vote and dispose of the
shares of our common stock owned by Steel Parthévs. Lichtenstein is also the President, ChiekEutive Officer and director
Web Financial Corporation, a Delaware corporatitigb Financial”). Mr. Lichtenstein disclaims ber@éil ownership of the

28,646 shares of our common stock owned by WeblnEiah

According to information contained in a Schedul&A8 dated February 14, 2002, Wellington Managen@arhpany, LLP
(“Wellington™), an investment advisor registereddenthe Investment Act, may be deemed the benkficiaer of 775,000 shares >f
our common stock. Clients of Wellington are the evenof record of the shares held by Wellington.@dingly, in its role as
investment advisor, Wellington has shared powerwnte as to 525,000 shares of our common stock laauetd power to dispose of
775,000 shares of our common stock owned by Wedim(

According to information contained in a Schedul® Hated January 21, 2003, Schoengold & Sporn, (“Schoengol”), a New
York professional corporation, engaged in the jicaatf law, may be deemed the beneficial owner3#,833 shares of our common
stock. Messrs. Samuel P. Sporn, Joel P. LaitmarCémidtopher Lometti are attorneys with Schoenglloine of Messrs. Sporn,
Laitman or Lometti beneficially own any shares avé individual power to vote or dispose or diréet tisposition of the shares of
our common stock owned by Schoengold. Accordin§hoengold has sole power to direct the vote aledpsawer to dispose or
direct the disposition of the shares of our commimeck owned by Schoengold. The beneficial ownershipchoengold also includ

a warrant to purchase 333,333 shares of our constoak, which warrant is exercisable upon the effecess of this registration
statement
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

During fiscal year 2002, we paid Plus Ultra Incogied a total of $319,176 in fees and expensesrffanizational development and
strategic planning consulting services. The work yamarily performed by Edward Ferris, the Presidd Plus Ultra and Damien Park. Mr.
Park is the son of Samuel E. Park, our Chief Exteeudfficer. In July 2002, Mr. Ferris accepted #-fime position with us as Senior Vice
President, Corporate and Organizational Development

While Damien Park was associated with Plus Ulteardteived $96,513 out of the total fees paid s Rlitra. Damien Park, as Presider
the Hibernian Consulting Group, continued to act tonsulting capacity to the Company in the afdausiness planning. For the period from
July 1, 2002 to January 31, 2003 we incurred fé&180,200 with Hibernian Consulting for Damien Parconsulting services. Effective
February 3, 2003, Damien Park accepted a full-fhostion with us reporting to Edward Ferris witlspensibility for Corporate Planning.

We paid $279,218 in fees and reimbursement of esqgeeto Battalia Winston International Inc. durirsgél year 2002 in connection with
executive recruiting services. The Battalia Windees and expenses included reimbursement forlteanerelated expenses for prospective
candidates for executive positions, as well as éaesed by a subcontractor of Battalia Winstorefgearch in Europe. The Chief Executive of
Battalia Winston, and one of its owners, is Dale®n, the wife of Roger Winston, who was Chairrahaur Board of Directors from
February to November 2002.

We paid $22,793 of accounting fees with David Mielh&a Company P.C. during fiscal year 2002 for taxpliance services. David
Michael, one of our Directors, has an ownershipriggt in this accounting practice.
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DESCRIPTION OF CAPITAL STOCK
Common Stock

Our certificate of incorporation presently autheszhe issuance of 20,000,000 shares of commok, gtacvalue $0.10 per share. As of
January, 2003, 10,347,515 shares of our commok stere issued and outstanding and 3,135,055 shamesreserved for issuance upon the
exercise of currently outstanding options and was.alhe outstanding shares of common stock acettenadditional shares of common stock
that may be issued upon exercise of the optionsaamchnts will be, fully paid and non-assessable.

Other than as may be authorized by our Board céddars from time to time, in its sole discretion]ders of our common stock do not
have preemptive or preferential rights to purchedwitional shares of our common stock or securg@s/ertible into shares of our common
stock. We do not have any redemption or sinkinglfprovisions applicable to our common stock. Hadd#rour common stock are entitled to
one vote per share on all matters on which thedrsldf the common stock are entitled to vote. Exasmtherwise required by law or our
certificate of incorporation, the holders of ounoaon stock will vote on all matters submitted teose of the shareholders, including election
of directors.

Dividends

Subject to applicable law and any provision of catificate of incorporation, dividends may be @eetl on the outstanding shares of our
common stock in such amounts and at such timearaBaard of Directors determines. We have not paig cash dividends, except for the
payment of cash in lieu of fractional shares, sih@83. The payment of cash dividends is prohibiteder our U.S. credit facility with
Transamerica. We do not intend to pay any caslieinds for the foreseeable future.

Warrants

The 1,000,000 shares of common stock to be regidteereby are issuable upon exercise of warranthwere issued in settlement of a
shareholder lawsuit. See “Business - Legal ProogsdiThe warrants are exercisable at a strike pricdi®per share and expire six (6) yt
from the date of execution. If our common stockiésat or above $4.00 per share for a period ofli@nconsecutive days we may repurchase
the warrants, at a price of $0.25 per share uniteriyne warrants. In such case we may exerciseitifstby giving notice to the warrant
holders that they have a thirty (30) day periodsmeven (7) days for mailing, to exercise theirars, failing which, we will purchase the
warrants.

Listing

The outstanding shares of our common stock areurogntly listed with any national exchange or ga@odn NASDAQ. Our common sta
was suspended from trading on the Nasdag Natioaak& on December 19, 2000 because we had notdfilehnual report for the year ended
July 29, 2000 within the SE€prescribed time period. Following such suspengstmNasdaq National Market delisted our commonkstOur
common stock has been traded in the “pink sheetxVer-the-counter market. The “pink sheets” i©aer-the-counter market which provides
significantly less liquidity than established staotchanges or the Nasdaqg National Market, and gdotestocks included in
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the “pink sheets” are not listed in the financiattions of newspapers as are those for establitbhell exchanges and the Nasdaq National
Market.

Rights Agreement

Our board of directors adopted a Rights Agreentefeiptember 2001 pursuant to which it declarediidetid of one common share
purchase right for each outstanding share of ommaon stock. Under the Rights Agreement, each sifawsar common stock issued after
adoption of the Rights Agreement will include asasated right. Each right entitles the registdreldier to purchase one share of our common
stock at an exercise price of $25 per share. VWhéeights do not have any voting powers, the égengrice and the number of shares issuable
upon exercise are subject to customary anti-ditugimvisions.

The rights are not exercisable until the earliefio10 business days after a person or groupfifaééd or associated persons - referred to
as an acquiring person - (other than those exemptibeé Rights Agreement) has acquired beneficial@rship of 20% or more of our common
stock then outstanding, or (ii) 10 business daileviang the commencement of, or public announceneérin intention to make, a tender offer
or exchange offer the consummation of which woeklit in the beneficial ownership by an acquiriegspn of 20% or more of the outstanc
shares of our common stock. The rights will expinethe earlier of (i) the redemption or exchangthefrights or (ii) the close of business on
September 17, 2011.

In the event we are acquired in a merger or othsiness combination, or 50% or more of our conatdid assets or earning power is sold
after a person or group becomes an acquiring peesai holder of a right - other than the acquipegson - will thereafter have the right to
receive, upon the exercise of the share purchgheat the then current exercise price, that nurobshares of common stock of the acquiring
person or its parent corporation which at the tohsuch transaction has a market value equal tditwes the exercise price of the right. At
time after any person or group becomes an acquingon and prior to the acquisition by the acggiperson of 50% or more of the
outstanding shares of our common stock, the bolditectors may exchange the then outstanding sightvhole or in part, at an exchange
ratio of one share of our common stock per righe Tights owned by the acquiring person will bendee to be void. In the event we make a
public announcement that a person or group hasmeen acquiring person, each holder of a righerotan rights beneficially owned by the
acquiring person, will thereafter have the righptmchase from us upon exercise that number oesharour common stock having a market
value equal to two times the exercise price ofritplet.

At any time on or prior to the close of businesgtmearlier of: (i) 10 days following an eventttbauses a person to become an acquiring
person (or a later date as may be determined Ignact our board of directors and publicly annouhbg us prior to the 10th day following the
acquiring person being named such) or (ii) theelafsbusiness on September 17, 2011, our boarttesftdrs may redeem all, but not less than
all, of the then outstanding rights at a price @fl$per right.

The terms of the rights and the Rights Agreement beaamended without the consent of the rightsérsldn or prior to the date on which
the rights become exercisable. Thereafter, thes@frthe rights and the Rights Agreement may benaed without the consent of the rights
holders in order to cure any ambiguities or to makg changes which do not adversely affect theests of the rights holders.
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New York Anti-Takeover Statutes

We are subject to the business combination pravésad Section 912 of the New York Business Corponataw (“NYBCL”). NYBCL
Section 912(b) prohibits certain business combimstbetween a New York corporation and any “inteeshareholder” (generally, the
beneficial owner of 20% or more of the corporatsowoting shares) for five years following the tithat the shareholder became an interested
shareholder, unless the corporation’s board ofthre approved the transaction prior to the inteeshareholder becoming interested.

An “interested shareholder” is defined as any pe(sther than the corporation or a subsidiary @hstorporation) that (i) is the beneficial
owner of at least 20% of the corporation’s outsiagdoting stock or (ii) is an affiliate or assotgaf such corporation and at any time within
the five-year period immediately prior to the detguestion was the beneficial owner of at lea$b20 the then outstanding voting stock of
such corporation.

The following transactions are included in the nigifon of “business combination” for purposes ot 912:

1. any merger or consolidation of the corporatioamy subsidiary of such corporation with an inséee shareholder or its affiliate or
associate;

2. any sale, lease, exchange, mortgage, pledgesfereor other disposition to or with an interestedreholder, its affiliate or its associate,
of the corporation’s assets that comprise at [8#@%i of the market value of all of the corporatioassets, outstanding stock, earning power or
net income;

3. the issuance or transfer by the corporationt¢asubsidiary) of any its stock, which has a maxkdue of at least 5% of the market value
of all the outstanding stock, to such interestetatholder, its affiliate or its associate, excapspant to the exercise of warrants or rights to
purchase stock offered, or a dividend or distritnugpaid or made pro rata to all shareholders;

4. the adoption of any proposal for liquidatiord@ssolution proposed by, or pursuant to any undedihg with such interested sharehol
its affiliate or its associate;

5. any reclassification of securities, recapitaleaa or merger or consolidation of the corporatiith any of its subsidiaries pursuant to
any understanding with an interested shareholtieafiiliate or its associate, which has the eftéfdhcreasing the interested shareholder’s
proportion of ownership in such corporation; or

6. any receipt by such interested shareholdeaffiliate or its associate of the benefit of angiris, advances, guarantees, pledges or other
financial assistance or any tax credits or othematévantages provided by or through such corparaégcept proportionately as a shareholder
of such corporation.
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U.S. FEDERAL INCOME TAX CONSEQUENCES
Warrants

Exercise. No gain or loss will be recognized for Federalime tax purposes by holders of the warrants upertercise thereof in
exchange for common stock (except to the extenash, if any, received in lieu of the issuancera¢tional shares of common stock). A
holder’s tax basis in the common stock will eqir@ sum of the tax basis in the warrants (if anyyphe exercise price paid on the exercise
thereof. The holding period of the common stocleieed on the exercise of the warrants will notudd the period during which the warrants
were held by such holder. If any cash is receivdieu of fractional shares, the holder will rectagngain or loss, and the character and the
amount of such gain or loss will be determined &sea holder had received such fractional sharéstla@n immediately sold them for cash.

Sale of Warrants The sale of a warrant ordinarily will result imetrecognition of gain or loss to the holder fatdral income tax purposes
in an amount equal to the different between thewarhealized on such sale or exchange and the h®lde basis in the warrant. Such gain or
loss will be capital gain or loss, provided the coom stock would have been a capital asset in thdshaf the warrant holder had the warrant
been exercised, and will be long-term capital gaitoss with respect to warrants held for more thae year.

Similarly, gain or loss will generally be recogrizepon a sale of the common stock received uporciseeof a Warrant in an amount
equal to the difference between the amount reatirethe transfer and the holder’s adjusted taxshaghe common stock. Such gain or loss
will be capital gain or loss, provided the commuutk is held as a capital asset, and will be l@rgatcapital gain or loss with respect to
common stock with a more than one-year holdingogkeri

Lapse. If the Warrants lapse without exercise, the holdid recognize a capital loss (assuming the salexchange of the Warrants by the
holder would have given rise to capital gain os)asgual to the holder’s tax basis in the Warréhtny). Any such capital loss would be long-
term if the holding period for the warrants exceeds year.

Backup Withholding

The backup withholding rules require a payor tout¢@nd withhold a tax if (i) the payee fails torfish a taxpayer identification number
(“TIN") to the payor, (ii) the IRS notifies the paythat the TIN furnished by the payee is incorréi) the payee has failed to report properly
the receipt of “reportable payments” on severabs@ns and the IRS has notified the payor thatheitding is required or (iv) there has been a
failure of the payee to certify under the penaftperjury that the payee is not subject to withlvegdunder Section 3406 of the Code. If any
of the events discussed above occurs, the Comampaying agent or other withholding agent willleguired to withhold a tax equal to 30%
of any “reportable payment” made in connection wite warrants. A “reportable payment” includes, agother things, amounts paid through
brokers in retirement of a warrant. Any amounthiitid from a payment to a holder under the backitithelding rules will be allowed as a
refund or credit against such holder’s federal medax, provided that the required informationusifshed to the IRS. Certain holders
(including, among others, corporations and ceft@mrexempt organizations) are not subject to thekina withholding and information
reporting requirements. A holder should consultdnigs tax advisor as to his or its qualificatimm exemption from backup withholding and
procedure for obtaining such an exemption.
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INDEMNIFICATION OF DIRECTORS AND OFFICERS

Reference is made to the provisions of Sectionstfi@iigh 726 of the New York Business Corporatiawl(the “BCL"), which provides
for indemnification of officers and directors inrtan transactions. Article V of the Company's Amed and Restated Bylaws (“Bylaws”) and
Article XII of the Company’s Certificate of Incorpation provides for indemnification of directorsdaofficers to the full extent permitted by
the BCL, provided that no indemnification may bed@m&o or on behalf of any officer or director ifu@gment or other final adjudication
adverse to the officer or director establishes timacts were committed in bad faith or were #sult of active and deliberate dishonesty and
were material to the cause of action being adjuddsaor that he personally gained a financial prafiother advantage to which he was not
legally entitled.

The BCL provides that a corporation may indemnify @aerson who was or is a party or is threatendzktmade a party to any threatened,
pending or completed proceeding (other than a adiog by or in the right of the corporation) bysea of the fact that he is or was a director,
officer, employee or agent of the corporation,sooii was serving at the request of the corporati@similar position with another entity,
against expenses (including attorneys’ fees), juglgs) fines and settlements incurred by him in ection with the proceeding if he acted in
good faith and in a manner reasonably believectmor not opposed to the best interests of thearation, and with respect to any criminal
action or proceeding, had no reasonable causdigvbdis conduct was unlawful. Indemnification endhe BCL is limited in a proceeding by
or in the right of the corporation to expensesl(idmg attorneys’ fees) incurred in connection wk proceeding. In either case, no
indemnification may be made if the indemnified jpertias been adjudged to be liable for negligenerisconduct in the performance of his
duty to the corporation, unless and to the extemcourt in which the proceeding was brought detegmthat the person is entitled to indem
despite the adjudication of liability.

The BCL provides that the indemnity obligationsaaforporation shall only arise if authorized bya(inajority of a quorum of directors
who are not a party to the proceeding, (ii) indejgert legal counsel to the corporation if a quordrdiectors is not obtainable, (jii)
independent legal counsel to the corporation ifi@argm of directors is obtainable and the directiirsct counsel to make the determination or
(iv) the shareholders. The board of directors ef¢brporation may authorize expenses in conneetitna proceeding to be paid in advance of
the final disposition upon receipt of an undertgkiry the person on whose behalf the expenses & piaid to repay the expenses in the event
he is not a entitled to indemnity. We also are axigled under our Bylaws to obtain insurance togrbobfficers and directors from certain
liabilities, including liabilities against which ¢hcorporation cannot indemnify its directors anficefs.

In addition to our indemnification obligations caimed in our By-laws and Certificate of Incorpooati we have entered into an
indemnification agreement with each of our direstand officers providing for the advancement amtrirsement by the Company of such
person’s expenses, or other amounts paid in sedtieof, or in defense of, any claim made or thmeadeto be made against such person arising
by reason of the fact that such person is or wdiseator or officer of, or served at the requesttioé Company. Provided, however, that no ¢
indemnification shall be made if a judgment or fiadjudication adverse to the person establishegsafther (i) his acts were committed in bad
faith or were the result of active and deliberaghdnesty, and were material to the claim adjuditatr (i) that he
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personally gained a financial profit or other adea@e to which he was not legally entitled. If thesxa change of control in the Company, then
with respect to questions regarding indemnificatibe Company shall seek legal advice from an iaddpnt counsel selected by the
indemnified person (and approved by the Company hds not performed services for the Company foyelds. The independent counsel
will then render a written opinion as to whethed &m what extent the person would be permittedetindemnified under law.

The indemnification agreement also authorizes th@any to establish and fund a trust, for the beoé& person to be indemnified in an
amount sufficient to satisfy all expenses, inclgdamy and all judgments, fines, penalties and ansguaid in settlement of and all Claims
relating to an Indemnifiable Event from time to éiractually paid or claimed, reasonably anticipategroposed to be paid. To the extent a
person receives actual payment under any insuaolezy, the Company is not required to make anylidage payments.

DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATIO N FOR SECURITIES ACT LIABILITIES

Insofar as indemnification for liabilities arisimgpder the Securities Act of 1933 may be permittedur directors, officers and controlling
persons pursuant to the foregoing provisions, loemtise, we have been advised that in the opinidheoSecurities and Exchange Commis:
such indemnification is against public policy apessed in the Act and is, therefore, unenforceédblide event that a claim for
indemnification against such liabilities (othernithe payment by us of expenses incurred or paiohieyof our directors, officers or controlling
persons in the successful defense of any actiagngisproceeding) is asserted by such directoiceffor controlling person in connection with
the securities being registered, we will, unlesthaopinion of our counsel the matter has bedteddiy controlling precedent, submit to a
court of appropriate jurisdiction the question wiggtsuch indemnification by it is against publidippas expre ssed in the Act and will be
governed by the final adjudication of such issue.

TRANSFER AGENT AND REGISTRAR
The transfer agent and registrar for our commocksi®Mellon Investor Services LLC., 44 Wall Stre@t" Floor, New York, NY 10005.
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SHARES ELIGIBLE FOR FUTURE SALE

Our shares are not currently listed on NASDAQ. Heeveif our shares are relisted on NASDAQ we carpretict the effect, if any, that
market sales of shares of our common stock orth#adility of shares of our common stock for saiét have on the market price of our
common stock prevailing from time to time. Nevel#ss, sales of substantial amounts of our commaok $h the market could adversely aff
the market price of our common stock and could impar future ability to raise capital through th&le of our equity securities.

The number of shares of common stock to be outstgngpon completion of this offering (including ahares issued upon exercise of the
warrants) is based on the number of shares outataad of January 31, 2003, and excludes:

e 2,070,055 shares of common stock issuable tipwaxercise of outstanding stock options at a nexigaverage exercise price of $3.42
per share; an

1,065,000 warrants issued and outstanc

Any shares issued upon exercise of the warrantdwilreely tradable without restriction under Becurities Act, except that any shares
held by our “affiliates,” as that term is defingdRule 144 promulgated under the Securities Acy, ordy be sold in compliance with the
limitations described below.

Rule 144
In general, under Rule 144, as currently in effeeginning 90 days after the effective date of phisspectus, a person who has beneficially

owned shares of our common stock for at least eae would be entitled to sell those shares. Penstiashave owned shares of our common
stock for at least one year would be entitled th géthin any three-month period, a number of @sathat does not exceed the greater of:

* 1% of the number of shares of common stock theatanding, which will equal approximately 114)GMhares immediately after this
offering; or

» the average weekly trading volume of the commonkstm the NASDAQ during the four calendar weekspding the filing of
notice on Form 144 with respect to that s

Rule 144(k)

Under Rule 144(k), a person who is not deemed te baen one of our “affiliates” at any time durthg 90 days preceding a sale, and
who has beneficially owned the shares proposee@ ol for at least two years, generally includimg holding period of any prior owner other
than an “affiliate,” is entitled to sell such shakeithout complying with the manner of sale, nofitiag, volume limitation or notice provisions
of Rule 144.
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PLAN OF DISTRIBUTION

We are registering 1,000,000 shares of our comrtamk $ssuable, otherwise than through underwrit@pen exercise of warrants. We
anticipate we will receive $2.00 per share uponetkercise of the warrants. The warrants were istuedrtain holders in connection with
settlement of a shareholder class action lawshi. Warrants are not exercisable until we registershares underlying the warrants. We will
not receive any proceeds from the subsequent s#he common stock, although we may receive u2t0@0,000 upon exercise if all the
warrants are exercised by the warrant holders. Wdear all fees and expenses incident to regisgethe shares of common stock.
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LEGAL MATTERS
The validity of the shares of common stock regesddrereby will be passed upon by McDermott, Witl &mery, New York, New York.
EXPERTS

The consolidated financial statements as of Augu2002 and July 28, 2001, and for each of theethigars in the period ended August 3,
2002, included in this prospectus and the reldatehtial statement schedule included elsewheneeandgistration statement have been audited
by Deloitte & Touche LLP, independent auditorsstted in their reports appearing herein and elsesvim the registration statement (which
reports express an unqualified opinion and includexplanatory paragraph referring to the restatéwfethe consolidated statement of
shareholders' equity as of July 31, 1999), and baes so included in reliance upon the reportsioh $irm given upon their authority as
experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information and reportinginesments of the Securities Exchange Act of 1934, anaccordance therewith, we file
periodic reports, proxy statements and other in&diom with the SEC. We have filed with the SEC gis&ation statement on Form S-1
(including the exhibits, schedules and any amendsrtbereto) under the Securities Act of 1933 wétbpect to the shares being offered
pursuant to this prospectus. This prospectus isgbdinis registration statement and does not éorgh of the information set forth in the
registration statement. Statements contained snpitdspectus as to the content of any agreemexther document filed as an exhibit are not
necessarily complete, and you should consult a obplyose contracts or other documents filed ooiporated by reference as exhibits to the
registration statement. For further informationareting us, please read the registration statermehttee exhibits and schedules therein.

You may read and copy the registration statemethitarexhibits and schedules or other informatiorfile at the SEC’s Public Reference
room at 450 Fifth Street, N.W., Washington, D.C529. You can request copies of those documents pgpment of a duplicating for to the
SEC. Please call the SEC at 1-800-SEC-0330 fonduihformation on the operation of the public refece room. You can review our SEC
filings and the registration statement by acces#isgSEC’s interest site at http://www.sec.gov.

You should rely only on the information providedtinis prospectus or any prospectus supplement. 3Ve hot authorized anyone to
provide you with different information. You shouldt assume that the information in this prospeist@scurate as of any date other than the
date on the front of this prospectus.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders of
Del Global Technologies Corp.
Valhalla, New York

We have audited the accompanying consolidated balsimeets of Del Global Technologies Corp. andidisbges as of August 3, 2002 and
July 28, 2001, and the related consolidated statesy# operations, shareholders’ equity and cashdlifor each of the three fiscal years in the
period ended August 3, 2002. These financial statésnare the responsibility of the Company’s mamaege. Our responsibility is to express
an opinion on the financial statements based oraodits.

We conducted our audits in accordance with audiiagdards generally accepted in the United Stdtdserica. Those standards require that
we plan and perform the audit to obtain reasonasdeirance about whether the financial statemeatses of material misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstaiements. An audit also includes asse:
the accounting principles used and significanestes made by management, as well as evaluatimgy#érall financial statement presentation.
We believe that our audits provide a reasonabls fasour opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tinacial position of Del Global Technologies
Corp. and subsidiaries at August 3, 2002 and J82Q01, and the results of their operations aeit ttash flows for each of the three fiscal
years in the period ended August 3, 2002, in conityrwith accounting principles generally accepitethe United States of Americ

As discussed in Note 7 to the consolidated findrste&tements, the accompanying consolidated staeofishareholders’ equity as of July 31,
1999 has been restated.

/s/ DELOITTE & TOUCHE LLP

New York, New York
November 13, 200




Back to Contents

DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

August 3, July 28,
2002 2001

(Dollars in Thousands)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 89t $ 1,40-
Marketable securitie 45 37¢
Trade receivables (net of allowance for doubtfoamts of $1,127 and $607 for 20
and 2001, respectivel' 19,25: 19,02¢
Inventory (net of allowance of $3,430 and $5,1982002 and 2001, respective 20,95¢ 27,52¢
Income tax receivabl 3,992 —
Deferred income tax asse current 2,59( 4.,64:
Prepaid expenses and other current a 1,64 391
Total current asse 49,37« 53,36¢
NON-CURRENT ASSETS
Refundable income taxi 14¢€ 3,82¢
Fixed assets, ni 9,152 9,731
Deferred income tax asse nor-current 13,98: 9,79¢
Goodwill, net 3,23¢ 3,45(
Other intangible assets, r 477 66€
Other asset 1,32t 817
Total nor-current assel 28,32: 28,28¢
TOTAL ASSETS $ 77,697 $ 81,65¢

See notes to consolidated financial statements
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

August 3, July 28,
2002 2001

(Dollars in Thousands,
except share data)

LIABILITIES AND SHAREHOLDERS ' EQUITY

CURRENT LIABILITIES:

Shor-term credit facilities $ 7992 $ 12,95(
Current portion of lor-term debt 792 79C
Accounts payabl- trade 10,127 7,828
Accrued liabilities 11,25: 8,82¢
Deferred compensation liabili 207 22¢
Income taxes payab 35¢€ 484

Total current liabilitie 30,72¢ 31,10¢(

NON-CURRENT LIABILITIES:

Lonc-term debt 5,114 4,702
Subordinated notf 1,61C 1,51¢
Other lon~-term liabilities 2,15¢ 1,927

Total no-current liabilities 8,88: 8,14¢

Total liabilities 39,60¢ 39,24¢

COMMITMENTS AND CONTINGENCIES

MINORITY INTEREST IN SUBSIDIARY 94¢€ 61€

SHAREHOLDERY¢ EQUITY:
Common stock- $.10 par value; authorize- 20,000,000 shares; issu- 10,976,081

shares at August 3, 2002 and 8,476,081 share$ya282001. 1,097 847
Additional paiw-in capital 63,547 52,181
Obligation to issue shares and warr: — 4,41(
Accumulated other comprehensive | (229 (391
Accumulated defici (21,772 (9,760
Less common stock in treasi— 628,566 shares at August 3, 2002 and July 28, (5,502 (5,502
Total sharehold¢ equity 37,14 41,791
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 77,697 $ 81,65¢

See notes to consolidated financial statements
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Fiscal Years Ended

August 3, July 28, July 29,
2002 2001 2000

(Dollars in Thousands,
except per share amounts)

NET SALES $ 98,13 $ 92,95¢ $§ 79,59(
COST OF SALE¢S 78,55 74,09: 64,88¢
GROSS MARGIN 19,57¢ 18,86« 14,70z
Selling, general and administrati 21,691 17,25 15,31
Research and developmt 2,91¢ 2,87¢ 4,38¢
Litigation settlement cos 7,71z 9,75¢ —
Facilities reorganization cos 1,292 82z —
Total operating expens: 33,62 30,71( 19,701
OPERATING LOSS (14,047 (11,849 (4,999
Interest expense (net of interest income of $4484%and $84 in 2002,
2001 and 2000, respective (1,199 (1,309 (750)
Other income 18z 74 —
LOSS BEFORE INCOME TAX BENEFIT AND MINORITY INTEREB (15,057  (13,08() (5,749
INCOME TAX BENEFIT (3,247) (4,93¢) (2,039
LOSS BEFORE MINORITY INTERES (11,81%) (8,147) (3,715
MINORITY INTEREST 197 37¢ 77)
NET LOSS $ (12,019 $ (8,52) (3,639
NET LOSS PER BASIC AND DILUTED SHARI $ (139 $ (109 $ (0.49)

See notes to consolidated financial statements
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIE
Net loss
Adjustments to reconcile net loss to net cash piexviby (used in) operatir
activities
Depreciation and amortizati
Deferred income tax bene
Tax benefit from exercise of stock options arzrants
Loss on sale of fixed ass:
Write-off of intangibles
Non cash facilities reorganization cha
Loss (gain) on sale of marketable securitfesiavestmen
Non cash litigation settlement co
Non cash pension c¢
Non cash compensation expe
Non cash contribution to profit shari
Imputed intere< subordinated not
Minority interes’
Stock based compensation expe
Changes in operating assets and liabilit
Decrease (Increase) in trade receiva
Decrease in invento
(Increase) Decrease in prepaid expenses aed atirrent asse
(Increase) Decrease in other as
Decrease (Increase) in income tax receiv
Increase (Decrease) in accounts pay- trade
Increase in accrued liabiliti
(Decrease) Increase in deferred compensatbitity
(Decrease) Increase in income taxes pay
(Decrease) Increase in other I-term liabilities

Net cash provided by (used in) operating activi

CASH FLOWS FROM INVESTING ACTIVITIES
Fixed assets purchas
Net proceeds from sale of marketable secarétied investmer
Acquisition of subsidiary, net of cash acqdi

Net cash (used in) provided by investing activi

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank borrowin
Repayment of bank borrowin
Stock repurchas
Capital contribution
Debt and other issuance cc
Proceeds from exercise of stock opti

Net cash (used in) provided by financing activi

EFFECT OF EXCHANGE RATE CHANGE

CASH AND CASH EQUIVALENTS (DECREASE) INCREASE FORHE
CXSEI-?iND CASH EQUIVALENTS AT THE BEGINNING OF THE EAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAF

Fiscal Years Ended

August 3,
2002

July 28,
2001

July 29,
2000

(Dollars in Thousands)

$ (12,019 $ (8,52) $ (3,639
2,717 2,95¢ 2,52z
(3597 (5207 (2,80

— — 627
— 9 45
— — 70€
— 49¢ —
40 (82) (55)
7,05( 5,92¢ —
— 22 (22)
— 24¢ —
— — 50
91 — —
197 37¢ 77
15C 15C 52
1,07¢ (525) 522
7,11( 1,16¢ 3,247
(1,189 83t (343)
(129) (69) 1,03¢
1,287 (488 (1,529
1,55¢ (3,839) 40€
2,087 2,27¢ 541
1) (1,349 13
(137) 147 (127)
(18) (332) 111
6,26¢ (5,80¢) 1,27¢
(1,150 (677 (1,189
294 1,301 —
— — (284)
(85€) 624 (1,467)
201 7,53¢ 6,30¢
(5,849 (1,739 (5,049
— (105) (1,169
— — 107
(33) — (150)
— — 69€
(5,98%) 5,697 75€
66 ©) 3
(507) 514 567
1,40: 88¢ 321
$ 89E $ 140. $  88¢



SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO"
Cash paid during the period for inter $ 1220 $ 1,22¢ $ 58¢
Cash paid during the period for income te 361 48¢ 1,551

See notes to consolidated financial statements
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Common
Stock Issued

Obligation

to issue
Shares &
Warrants

Accumulated
Other
Comprehensive

Loss

Retained
Earnings
(Accumulated

Deficit

Treasury Stock

Shares Amount Total

Additional
Paid-in
Shares Amount Capital
BALANCE, JULY 31, 1999,

AS ORIGINALLY REPORTED 8,278,641 $ 82t $50,79¢
Prior period adjustment, net of incot

tax benefit of $9,86 (262)
BALANCE, JULY 31, 1999,

AS RESTATED 8,278,64! 82&  50,53:
Issuance of warran 21¢
Exercise of stock optior 273,44: 27 671
Tax benefit related to exercise of stc

options 627
Compensation cost of non-employee

stock options and warrants isst 52
Contribution to profit sharing pla 5,861 1 49
Costs of registration statemel (16)

Shares repurchas:
Comprehensive Los
Net Loss
Accumulated unfunded obligation
pension trus
Foreign exchang

Total comprehensive lo:

BALANCE, JULY 29, 200C 8,5657,95. $ 85€ $52,13¢

See notes to consolidated financial statements
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(Dollars in Thousands)

$ 22)
(167)

$ 19,03

(16,63

490,39 $(4,308 $ 66,35:

(33 (16,929

2,39¢

(3,639

490,390 (4,34)) 49,42

21¢
69¢

627

52
50
(16)
(1,164

139,04« (1,169

(3,639

(22)
(167)

(3,827)

$ (18¢)

$ (1,239

629,43 $(5,50%) $ 46,06:
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Common
Stock Issued Treasury Stock
Obligation  Accumulated Retained
Additional Other Earnings
to issue Comprehensive (Accumulated
Paid-in Shares &
Shares Amount Capital  Warrants Loss Deficit) Shares Amount Total
(Dollars in Thousands)
BALANCE, JULY 29, 200C 8,557,95 $ 85€ $52,13¢ $ (189 $ (1,239 629,43 $(5,50% $ 46,06:
Shares and warrants to be issued for
litigation settlemen $ 4,41C 4,41(
Shares repurchas: 11,50( (10¢) (10¢)
Compensation cost of non-employee
stock options and warrants isst 15C 15C
Stock option exercise revers (81,870 9 (102) (12,37) 111 —
Comprehensive Los
Net Loss (8,527 (8,527
Foreign exchang (202) (202)
Total comprehensive lo: (8,727
BALANCE, JULY 28, 2001 8,476,08 847 52,187 4,41( (391 (9,76() 628,56t (5,507 41,79
Settlement of class action lawst
Issuance of stoc 2,500,00! 25C 9,500 (3,750 6,00(
Issuance of warran 1,71( (660C) 1,05(
Compensation cost of n-employee
stock options and warrants isst 15C 15C
Comprehensive Los
Net Loss (12,012 (12,01
Accumulated unfunded obligation
for pension trus (423 (423)
Foreign exchanc 58t 58t
Total comprehensive lo (11,850
BALANCE, AUGUST 3, 200z 10,976,08 $1,097 $63,547 $ — % (229) $ (21,777 628,56t $(5,50%) $ 37,14

See notes to consolidated financial statements
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except share data)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business Activitie— Del Global Technologies Corp. (“Del”) togethetthvits subsidiaries (collectively, the “Companyiy,
engaged in two major lines of business: Medicat&ys Group and Power Conversion Group. The Me@igatems Group segment designs,
manufactures and markets imaging and diagnosttesgsconsisting of stationary and portak-ray imaging system:



radiographic/fluoroscopic systems, mammographyesystand dental systems. The Power Conversion Gegipent designs, manufactures
and markets proprietary precision power converaiuh noise suppression subsystems and productsefticah as well as critical industrial
applications.

Principles of Consolidatior— The consolidated financial statements are prepamehe accrual basis of accounting, which confoton
accounting principles generally accepted in theté¢hStates of America, (“U.S. GAAP”) and include ticcounts of Del and its subsidiaries.
All material intercompany accounts and transactiwenge been eliminated.

Use of Estimates The preparation of the consolidated financiakesteents in conformity with US GAAP requires managaito make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosuireofingent assets and liabilities at the da
the consolidated balance sheets as well as repamednts of revenues and expenses during the iregp@eriod. Actual results could differ
from those estimates.

Significant estimates underlying the accompanyimgsolidated financial statements include the alloveafor doubtful accounts, allowance for
obsolete and excess inventory, realizability ofdefd income tax assets, recoverability of intalegiland other long-lived assets, and future
obligations associated with the Company'’s litigatio

Accounting Period— The Company'’s fiscal year-end is based on a 52#k cycle ending on the Saturday nearest to3Llyor the Villa
Sistemi Medicali S.p.A (“Villa”) subsidiary, thedmancial statements include seven months of resalfiscal year 2000, from the date of
acquisition to July 31, 2000. The process of cotingitalian statutory financial statements to UGAAP added several days to Villa’s normal
close and would delay the Company’s consolidatede;ltherefore; the Company has determined thdihstén fiscal year 2001, Villa’s
reporting would be changed to a 1-month lag vetlsesCompany’s 52/53 week fiscal year. Hence, \&ll&sults are consolidated into Del
based on a fiscal year that ends on June 30. Asudtrthe financial statements for fiscal year2b@lude eleven months of Villa's results,
from August 2000 through and including June 200, avelve months in fiscal year 2002 (See Note IBg difference did not have a mate
impact on the consolidated financial statements.

Cash and Cash Equivalents The Company considers highly liquid instrumeetsdily convertible to known amounts of cash witlyioal
maturities of three months or less measured fragir Hrquisition date to be cash equivalents.

Marketable Securitie— The Company classifies all of its marketable gées as trading. Trading securities are carriefia value, with the
unrealized gains and losses reported as a compoherome. Marketable securities are classifiethisnconsolidated balance sheets as current
assets. The cost of securities sold is based ospehafic identification method.
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Inventories— Inventories are stated at the lower of cost aketavalue. Cost is comprised of direct materiald,avhere applicable, direct labor
costs and those overheads that have been incarteghisporting the inventories to their presenatmn and condition. Engineering costs
incurred to set up products to be manufacturea fostomer purchase order are capitalized whescthige of the purchase order indicates that
such costs are recoverable. Such costs are inclodedrk-in-process inventory and amortized on asushipped basis over the life of the
customer order from the date of first shipment.t@osalculated using the FIFO method. Market vakpresents the estimated selling price

all estimated costs to completion and costs toberired in marketing, selling and distribution.

Fixed Assets, Net Fixed assets, net are stated at cost less acatedwepreciation and amortization. Replacementsyajor improvements
are capitalized; maintenance and repairs are egpassincurred. Gains or losses on asset dispositie included in the determination of net
income or loss. Depreciation is compute utilizihg straight-line method. The cost of leasehold owpments is amortized over the shorter of
the useful life or the term of the lease.

Depreciable lives are generally as follows:

Description Useful Lives
Buildings 25-33
Machinery and equipme! 5-15
Furniture and fixture 5-10
Transportation equipme 34
Computer and other equipme 3-7

Recoverability of Lon-Lived Assets- The Company evaluates the carrying amounts gflimed assets (including intangibles) to deternifne
events have occurred which would require modifarato the carrying values. In evaluating carryiadues of long-lived assets, the Company
reviews certain indicators of potential impairmentch as undiscounted projected cash flows andéssiplans. In the event that impairment
has occurred, the fair value of the related assd¢iermined and the Company records a chargeetatigns calculated by comparing the
asset’s carrying value to the estimated fair valire Company estimates fair value based on theiffesination available making whatever
estimates, judgments and projections are considereglssary.

Deferred Financing Costs, Ne— Financing costs, including fees, commission andllegpenses are capitalized and amortized on iglstiine
basis, which approximates the interest method, theeterm or expected term of the relevant loanoAimation of deferred financing costs is
included in interest expense (income), net.

Goodwill, Net— Goodwill represents the excess of the cost ofiigitgpns over the fair value of the identifiablesats acquired and liabilities
assumed. Goodwill is amortized on a straight-liasi® over 15 to 25 years. Accumulated amortizgtoigoodwill was $1,366 and $1,155 at
August 3, 2002 and July 28, 2001, respectively.

Other Intangibles, Net- Other intangible assets are patents, trademiadsyfacturing rights, customer lists and non-commpgreements
acquired with the purchase of certain assets abaidiary. Intangibles are being amortized on aigit-line basis over their estimated useful
lives, which range from 5 to 10 years. The costokwing patents and trademarks are charged tapérations as incurred. Accumulated
amortization for other intangibles was $1,078 ah@$8 at August 3, 2002 and July 28, 2001, respsigti
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Revenue Recognitio— Sales of goods are recognized when goods arpeshgnd title has passed. Credit for returns do@vahces are also
provided where necessary.

Research and Development Co— Research and development costs are recognizatdegense in the period in which they are incurred

Income Taxes— Deferred income tax assets and liabilities regmtssthe effects of the differences between thenrectax basis and financial
reporting basis of assets and liabilities at tixerédes expected at the time the deferred taxlilialor asset is expected to be settled or realized
Management provides valuation allowances agairsti¢tfierred tax asset for amounts which are notideresd “more likely than not” to be
realized.

Net Loss Per Shar— Net loss per share is computed by dividing net lysthe weighted average number of common shartssamgling during
the year. Options to purchase common stock have éeduded from the calculation of loss per shaeabse their inclusion would be anti-
dilutive.

Financial Instruments— The carrying amount of the Company’s financiatinments, which include cash equivalents, marketsdxcurities,
accounts receivable, short-term credit facilitiesolving credit facilities and accounts payablgpraximates their fair value at August 3, 2002,
and July 28, 2001.

Concentration of Credit Risk- Financial instruments which potentially subjée Company to concentrations of credit risk aréa cas
equivalents, investments in marketable securitigsteade receivables. With respect to accountsvaiske, the Company limits its credit risk
performing ongoing credit evaluations and, whemuse necessary, requiring letters of credit, guaembr collateral. Management does not
believe significant risk exists in connection witle Company’s concentrations of credit at Augug0g)?2.

Stock-Based Compensatior The Company accounts for stock based employepeasation arrangements in accordance with Accogintin
Principles Board Opinion (“APB”) No. 2% ccounting for Stock Issued to Employeasd complies with the disclosure provisions oASHNo.
123, Accounting for Stock-Based Compensatitinder APB 25, compensation expense is basedeoditference, if any, between the fair va

of the Company’s stock and the exercise price @fojition. Options are generally granted at therfeirket value at the date of grant. The
Company accounts for equity instruments issuediteemployees in accordance with the provisionsFAS No. 123 and Emerging Issues
Task Force (“EITF”) Issue No. 96-¥8ccounting for Equity Instruments That Are Issue®ther Than Employees for Acquiring, or in
Conjunction with Selling, Goods or Servicgdll transactions in which goods or services & tonsideration received for the issuance of
equity instruments are accounted for based onaine@dlue of the consideration received or the ¥alue of the equity instruments issued,
whichever is more reliably measurable. The measentihiate of the fair value of the equity instrunsdesued is the date on which the counter
party’s performance is complete.

Recent Accounting Pronouncemen- Effective July 30, 2000, the Company adopted SNaS133,Accounting for Derivative Instruments
and Hedging Activitiesand its corresponding amendments under SFAS 3&.9FAS 133 requires the Company to measure alalives,
including certain derivatives embedded in othertiamts, at fair value and to recognize them indtvesolidated balance sheet as an asset or
liability, depending on the Company’s rights orightions under the applicable derivative contribe adoption of SFAS 133 as of July 30,
2000 did not have an impact on the Company’s categt@ld financial statements.

During July 2001, the FASB issued SFAS No. 1Bdsiness Combinationand SFAS No. 14Z0odwill and Other Intangible AssetSFAS
No. 141 requires the use of the purchase methadafunting for all business combinations initis&égr June 30, 2001. Additionally, tt
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statement further clarifies the criteria for recitigm of intangible assets separately from goodfeitlall business combinations completed after
June 30, 2001, as well as requiring additionalld&aes for business combinations. SFAS No. 148ires that goodwill no longer be subject
to amortization over its estimated useful livesgidaing on August 4, 2002, amortization of goodwiilll no longer be permitted and the
Company will be required to assess these asseitmfairment annually, or more frequently if circuarsces indicate a potential impairment.
Furthermore, this statement provides specific guiddor testing goodwill for impairment. Transitioglated impairment losses, if any, which
result from the initial assessment of goodwill @edtain intangible assets would be recognized bybmpany as a cumulative effect of
accounting change on August 4, 2002. The Compasybbyet determined the impact, if any, that tthepgion of this statement will have on
its consolidated financial statements. Amortizagapense for goodwill was $211, $234 and $221ligwaf years 2002, 2001 and 2000,
respectively.

SFAS No. 143Accounting for Asset Retirement Obligationgas issued in June 2001. This statement addrésaesial accounting and
reporting for the obligations associated with tbérement of tangible long-lived assets and theciated asset retirement costs. This statement
is effective for financial statements issued fecéil years beginning after June 15, 2002. The Caybas not yet determined the impact, if i
that the adoption of this statement will have arcitnsolidated financial statements.

SFAS No. 144Accounting for the Impairment or Disposal of Longdd Assetswas issued in October 2001. SFAS No. 144 replS€&sS

No. 121,Accounting for the Impairment of Long-Lived Assetd for Long-Lived Assets to be Disposed SFAS No. 144 requires that long-
lived assets whose carrying amount is not recoleffatm its undiscounted cash flows be measur¢deatower of carrying amount or fair
value less cost to sell, whether reported in caiitip operations or in discontinued operations. &fwe, discontinued operations will no longer
be measured at net realizable or include amounisglerating losses that have not yet occurred. SNASL44 also broadens the reporting of
discontinued operations to include all componehtncentity with operations that can be distingaisifrom the rest of the entity and that will
be eliminated from the ongoing operations of thiéteim a disposal transaction. The provisions BAS No. 144 are effective for financial
statements issued for fiscal years beginning &farember 15, 2001 and are to be applied prospéctiveere will be no significant impact on
the consolidated financial statements upon the tmtopf this statement.

SFAS No. 145Rescission of FASB Statements No. 4, 44, and 6dndment of FASB Statement No. 13, and TechnicakCamnswas issued
in April 2002. This pronouncement rescinded SFAS N&eporting Gains and Losses from Extinguishmentetift PSFAS No. 64,
Extinguishments of Debt to Satisfy Sin-Fund Requirementsand SFAS No. 44Accounting for Intangible Assets of Motor Carrie@nd
changed the accounting treatment for capital leasgifications by amending SFAS No. ¥8;counting for LeasesThis pronouncement also
amends the existing authoritative pronouncementsake various technical corrections, clarify megajror describe their applicability under
changed conditions. There will be no significanpant on the consolidated financial statements tpemdoption of this statement.

SFAS No. 146Accounting for Costs Associated with Exit or Disgdsctivities, was issued in June 2002. SFAS No. 146 reviseadbeunting
and reporting for costs associated with exit opoésl activities to be recognized when a liabilitysuch cost is incurred rather than when an
entity commits to an exit plan. SFAS No. 146 isefive for exit or disposal activities initiatedexfDecember 31, 2002. SFAS No. 146 does
not impact previously recorded liabilities and,réfere, the initial adoption of this standard witit have a material effect on the Company’s
consolidated financial statements.
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Reclassifications— Certain prior year’'s amounts have been reclasktfi conform to the current year presentation.
2. INVENTORY

Inventory consists of the following:

August 3, July 28,

2002 2001
Raw materials and purchased pi $ 12,98( $ 13,67!
Work-in-process 7,084 15,06¢
Finished good 4,32 3,98¢

24,38t 32,72¢
Less: allowance for obsolete and excess inver (3,430 (5,19
Total inventory, ne $ 20,95¢ $ 27,52¢

The Company has pledged all of its inventorieh@&W.S. having a carrying amount of approximatdlg,$30 and $20,400 at August 3, 2002
and July 28, 2001, respectively, to secure itsitfadility with its lender.

3. FIXED ASSETS

Fixed assets consist of the following:

August 3, July 28,

2002 2001
Land $ 694 $ 694
Buildings 5,25¢ 4,832
Machinery and equipmel 13,95¢ 13,62(
Furniture and fixture 1,522 1,37¢
Leasehold improvemen 1,68¢ 1,40¢
Transportation equipme 44 19
Computers and other equipmt 3,79¢ 3,24t

26,95 25,197
Less accumulated depreciation and amortize (17,807) (15,466
Fixed assets, ni $ 915z $ 9,731

The Company has pledged all of its machinery andpagent in the U.S. having a carrying amount ofragjmately $5,089 and $6,284 at
August 3, 2002 and July 28, 2001, respectivelgetrure its credit facility with its lender.

Depreciation expense for fiscal 2002, 2001, and208s $2,289, $2,392, and $1,910, respectively.
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4. SHORT-TERM CREDIT FACILITIES AND LONG-TERM DEBT

August 3, July 28,
2002 2001
Shor-term credit facilities are summarized as follo
Revolving lines of credil
Domestic $ 6,947 $ 8,50C
Foreign 1,04¢ 4,45(

$ 799z § 12,95(

As a result of the delay in issuing the July 29@€inancial statements, the Company was not inptiamce with the terms of its previous U.S.
credit agreement, and the amounts outstanding wudér agreement ($8,500 at July 28, 2001), wetabtalby the lender. Because of the
continued norcompliance with the terms of the agreement, the 2o negotiated a Forbearance Agreement with tigelein June 2001. Tl
Forbearance Agreement provided that the lenderdvimubear from instituting any remedies under treglit agreement for the period of the
Forbearance Agreement. In exchange for this foeea, the Company paid the lender $180 duringlfiszar 2002.

In June 2002, the Company completed a new worképita facility with a replacement lender. This nesgdit facility is for $10 million, and
for a term of 3 years.

Interest under the U.S. credit facility is at priroe at the Company’s option, at a rate tied toQH The interest rate on the revolving line of
credit is at prime plus 0.75%, which was 5.5% afi@&at August 3, 2002 and July 28, 2001, respdgtidde new credit facility is subject to
commitment fees of 3/8% on the daily-unused portibthe facility, payable monthly. Management betie that its debt obligations are stated
at fair value, because the interest rates on éditlines are indexed with either the Prime RatelBOR.

The Company granted a security interest to thedend its U.S. credit facility in substantially afl its accounts receivable, intellectual
property, fixed assets, and inventory. The Compacoyrred $338 in legal and other fees associatél etitaining this new credit facility. The
costs were recorded as deferred charges, andthim€eompany anticipates that it will replace thisdit facility prior to maturity, these costs
are being amortized over a two year period.

Under the terms of the new credit facility, the Gxamy is required to comply with various operaticaiadl financial covenants, as defined,
including (i) minimum earnings levels as defindi,fixed charge coverage ratio, (iii) debt to eiags ratio and (iv) minimum tangible net
worth. In addition, the facility places limitatioms the Company’s ability to make capital expengisuand to pay dividends.

The Company was not in compliance with certainrfrial covenants in its new credit facility for thearter ended August 3, 2002. The
Company obtained a waiver of the violations throbigivember 20, 2002. As a condition of the waived antil the financial covenants
contained in the credit agreement are amended; ohgpany has agreed to a reduction of $1,500 avidjabnder the credit facility.

The Company expects to be able to negotiate ameralezhants of its credit facility that will be aelaable based on its revised financial plan
for fiscal year 2003.

In addition to the credit facilities at the U.Sbhsidiaries discussed above, the Company’s Italidasidiary has certain short-term credit
facilities, with interest rates ranging from 6%ltb.8%. The total amount outstanding on the shont-tredit facilities at August 3, 2002 and
July 28, 2001 was $1,049 and $4,450, respectively.
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Long-Term Debt - ong-term debt was comprised of the following:

August 3, Interest
2002 July 28, 200: Rate
Italian subsidiar’s total lon-term debt:
Capital lease obligatic $ 2,73¢ $ 2,43« 3.5%
Medium-term credit facilities with
commercial institutions
Euribot
variable rat 1,27: 1,31¢ + 1.0%
fixed ratt — 12¢€ 5.7%
Italian Government lor-term loans 1,65¢ 1,381 3.4%
5,66¢ 5,25¢
U.S. subsidiary lor-term debt 23¢ 23¢ 12%
5,90¢ 5,49:
Less: current portio (792 (790
Long-term debt $ 5112 $ 4,70

The variable interest rate at August 3, 2002 ayl 28, 2001 on the medium-term credit facility, edn the formula Euribor + 1%, amounts
to 4.4% and 5.4%, respectively.

The principal of medium-term credit facility at aniable interest rate is payable on a semi-annagikpinterest payments are due on a quarterly
basis. Payments are due from September 2002 uatittV2007. The outstanding balance for the medemm-tredit facility at a fixed rate was
due on September 2001, which represents the |gstg#. Payments relating to the two Italian Govegntriong-term loans are due annually
from February 2003 until February 2010 and fromt&eyber 2003 until September 2010, respectively.

The U.S. subsidiary long-term debt is payable atyuaith the last payment due November 2001. Tloenany did not pay this debt due to a
dispute, which was resolved subsequent to year®eelNote 14 Subsequent Events.

Subordinated Note In connection with the settlement reached on Jan2@y 2002 with the plaintiffs in the class actldigation, the
Company recorded the present value at 12% of @82Z0bordinated note that was issued in April 2002 subordinated note does not pay
interest currently, but accrues interest at 6%apeum and was recorded at issuance at a discopresent value of $1,519. The balance at
August 3, 2002 was $1,610.

The Company is obligated to make principal paymenter its long-term debt and subordinated noteft) and capital lease as follows:

Fiscal Year Ending Debt Capital Lease Total
2003 $ 68¢ $ 28t
2004 43t 30C
2005 441 30C
2006 44¢ 32¢
2007 454 40t
2008 and beyon 2,31 1,52(
Purchase optio — 764
Total payment: 4,78( 3,90(C
Less imputed intere:! — (1,169
Total $ 4780 $ 2,73¢ $ 7,51¢
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5. EMPLOYEE BENEFITS

The Company has employee benefit Plans for eligihiployees. The Profit Sharing Plan provides fartigbutions as determined by the Board
of Directors. The contributions can be paid toPen in cash or common stock of the Company. Naridmrion was authorized for fiscal year
ended 2002 or 2001, but $100 was contributed $mafiyear 2000. The Plan also incorporates a 4Ré€kjement Plan that is available to
substantially all employees, allowing them to defgrortion of their salary. The Company also hdsfaned benefit Plan, which was frozen
effective February 1, 1986.

6. SEGMENT REPORTING

The Company has two reportable segments; the MeSjystems Group and the Power Conversion Grouprddipg segments are defined as
components of an enterprise, about which separaadial information is available, that is evaluhtegularly by the chief decision maker, or
decision making group, in deciding how to allocasources and in assessing performance. The Corspangf operating decision making
group is comprised of the Chief Executive Officaddhe senior executives of the Company’s operateggments. The Company evaluates its
operating segments based on operating income @r los

The “Other” category represents the costs assatigith the litigation settlement.

The accounting policies of the segments are theesemthose described in the summary of signifieaobunting policies. Revenues are
attributable to geographic areas based on theidocaf the customers.

Selected financial data of these segments ardlas/o

Medical Power

Fiscal Year Ended Systems Conversion
August 3, 2002 Group Group Other Total
Net sales to external custom: $ 5461 $ 43517 $ — $ 98,130
Cost of sale 42,11 36,44 — 78,55
Gross Margir 12,50¢ 7,07¢ — 19,57¢
Selling, general and administrati 8,50z 13,19t — 21,697
Research and developmt 1,407 1,512 — 2,91¢
Litigation settlement cos — 50 7,66 7,71¢
Facilities reorganization cos — 1,292 — 1,292

Total operating expens 9,90¢ 16,04¢ 7,66 33,62
Operating income / (los: $ 259 $ (8,979 $ (7,667 (14,049
Interest expens (1,19
Other income 18z
Loss before income tax benefits and minority irge $ (15,057
Depreciatior $ 657 $ 1,63z $ — $ 2,28¢
Amortization 27€ 152 — 42¢
Segment Asse! 32,03¢ 24,94¢ 20,718 77,691
Expenditures for segment ass 574 57€ 1,15(C

Inter-segment sales were $359 for fiscal year eddeglist 3, 2002. Segment assets of $21,565 areclbaa ltaly.
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Medical Power

Fiscal Year Ended Systems Conversion
July 28, 2001 Group Group Other Total
Net sales to external custom $ 46,526 $ 46,427 $ — $ 92,95t
Cost of sale: 37,23¢ 36,851 — 74,091
Gross Margir 9,29¢ 9,57(C — 18,86¢
Selling, general and administrati 7,33¢ 9,91¢ — 17,25
Research and developmt 1,552 1,32¢ — 2,87¢
Litigation settlement cos — — 9,75¢ 9,75¢
Facilities reorganization cos 52 77C — 822

Total operating expens 8,93¢ 12,01 9,75¢ 30,71(
Operating income / (los! $ 35€ $ (2,44) $ (9,759 (11,846
Interest expens (1,309)
Other income (74)
Loss before income tax benefit and minority inte $ (13,080
Depreciatior $ 56¢ $ 1,82¢ % — $ 2,39
Amortization 25€ 307 — 563
Segment Assel 30,60: 32,78¢ 18,26¢ 81,65¢
Expenditures for segment ass 48t 192 — 677

Inter-segment sales were $33 for fiscal year eddid28, 2001. Segment assets of $19,502 are bhaatéaly.

Medical Power

Fiscal Year Ended Systems Conversion
July 29, 2000 Group Group Other Total
Net sales to external custom: $ 39,128 $ 40,46f $ — $ 79,59(
Cost of sale 36,53: 28,35¢ — 64,88¢
Gross Margir 2,59: 12,10¢ — 14,70:
Selling, general and administrati 4,83( 10,48: — 15,31
Research and developmt 2,30¢ 2,08: — 4,38¢

Total operating expens 7,13¢ 12,56¢ — 19,701
Operating los: $ (454 %8 (457 $ — (4,999
Interest expens (750)
Other income —
Loss before income tax benefit and minority inte $ (5,749
Depreciatior $ 361 $ 1,54¢ % — $ 191
Amortization 272 34C — 612
Segment Assel 31,95 38,47( 12,38: 82,80¢
Expenditures for segment ass 347 83€ 1,18:

Inter-segment sales were $182 for fiscal year eddfd29, 2000. Segment assets of $16,983 areclddatitaly.

Fiscal year 2000 includes only 7 months of Villat8mi Medicali in the Medical Systems Group segnaiigt to its acquisition in December
1999.

Major Customers and Export Sale- During fiscal years ended 2002, 2001 and 2000,nsocoistomer accounted for more than 10% o



Company’s consolidated net sales.

F-17




Back to Contents

Export sales were 34%, 26% and 20% of the Compamyisolidated net sales in fiscal years ended A®yuA002, July 28, 2001 and July 29,
2000, respectively. Net sales by geographic areae:w

August 3, 2002 July 28, 2001 July 29, 2000
United States / Canat $ 64,19/ 66% $ 69,02¢ 74% $ 63,65: 80%
Europe 20,72 21% 17,90( 19% 10,11¢ 13%
Far Eas 5,741 6% 2,76¢ 3% 1,727 2%
Mexico, Central and South Ameri 3,392 3% 1,44« 2% 1,82¢ 2%
Africa, Middle East and Australi 4,07¢ 4% 1,81¢ 2% 2,262 3%

$ 98,13: 100% $ 92,95t 100% $ 79,59 100%

7. SHAREHOLDERS’ EQUITY

Prior Period Adjustment— The accompanying consolidated statements of shiaerisbequity include the impact of the restatendmirior
year¢ consolidated financial statements to correct sgverrors in the financial statements of thosemyears. These adjustments relate to
improper sales cut-off, inventory obsolescencesdirssets lives, application of percentage of cetimpl accounting, deferral of certain costs,
over capitalization of engineering costs and matérandling costs in both inventory and internaliystructed fixed assets and accounting for
treasury stock. The adjustments had the effeatdricing shareholders’ equity in the amount of $28,%1et of income tax benefit of $9,861.

Obligation to issue Shares and WarrantsiHe Company’s Obligation to issue shares and weriianluded in the shareholders’ equity section
at July 28, 2001, reflect the terms of the settietmeached in July 2001 in connection with a ckggon complaint brought by shareholders
against the Company and other parties. As a rebtiie settlement, the Company was obligated weissibordinated notes, shares and war

to certain shareholders. The equity portion ofdéttlement totaled $4,410 and appears as “Oblig&tidssue Shares and Warrants” in the
consolidated balance sheets and consolidated statemf shareholders’ equity. Common shares wdredat $3,750 and warrants at $660 at
July 28, 2001. These shares and warrants wereuer/alt January 29, 2002 when final court approa ebtained, with the resulting increase
in value of $7,050. Common shares were valued @58%nd warrants at $1,710.

Comprehensive Income (Loss)Fhe components of comprehensive income (loss)sfellaws:

Accumulated

Foreign unfunded
currency obligation
translation for
gains/(losses  pension trust Total
Balance as of July 31, 19! $ — 3 — 3 —
Net change (167) (22 (189)
Balance as of July 29, 20l (167) (22 (189)
Net change (202) — (202)
Balance July 28, 20C (369) (22) (391)
Net change 58t (423 162
Balance August 3, 20( $ 21e $ (445) 8 (229,
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Stock Buy-Back Program -n September 2000, the Board of Directors apprareddditional repurchase of $3,000 of the Compatysmon
stock bringing the total authorized to $7,500. Dgrihe fiscal years ended August 3, 2002 and J&4I@01, the Company repurchased 0 and
11,500 shares for $0 and $108, respectively. A&ugfust 3, 2002, the Company had 489,806 sharesiased for $4,502 under this Stock Buy-
Back Program. Of the total purchases, 189,200axdtshares were repurchased from the Compdogher Chief Executive Officer for $1,8!

Stock Option Plan and Warrant— The Company has a stock option plan under whichead of 3,874,293 options to purchase common stock
may be granted. Substantially, all of the optiorented under this Plan provide for graded vestimid)\aest generally at a rate of 25% per year
beginning one year from the date of grant, expitamgto fifteen years from the date they are girif@e option price per share is determined
by the Board of Directors, but cannot be less B@mpercent of fair market value of a share at tite df grant. All options to date have been
granted at the fair market value of the Compantgslsat the date of grant. No options can be gchateler this plan subsequent to December
31, 2009.

The Company granted a total of 165,000 optionsnduitie fiscal year 2002; 50,000 in August 2001 jaice of $1.15, 105,000 in October 2(
at $1.80 and 10,000 in January 2002 at $2.62. Camp®fficers received 155,000 of these optionslesdmployees received 10,000. No
options were exercised during the fiscal year erfdeglist 3, 2002.

The Company has granted a total of 936,870 optiomnisg the fiscal year 2001; 50,000 in July andt&eyber at prices ranging from $8.63 to
$9.13, 81,870 in December at $1.36 and 805,00Qepian April 2001 at $1.00 per share. Newly appain€Corporate officers received 310,000
options while various employees, directors and gltasts received 626,870. No options were exeraileihg the fiscal year ended July 28,
2001.

The Company has granted a total of 310,800 optlomisig fiscal year 2000; 219,800 in October 19997260, 51,000 in December 1999 at
$7.94 and 40,000 in smaller grants throughout #& in prices ranging from $7.63 to $8.94. Corpooificers and directors received 112,000
of these options, while employees received 198,800.

In December 2000, the Company’s Board of Direcamgroved the rescission of 81,870 shares previadycised by one of its members. The
transaction has been reflected in the consolidstee@ments of shareholders’ equity. Shares origingled to exercise the option recorded as
treasury have also been adjusted and reflectdtbindnsolidated statements of shareholders’ edtiity.Company recorded an expense in
connection with the rescission and deferred tagtasgere adjusted accordingly for the previoussemefit recognized.

In December 2000, the Board of Directors approveexension of time to exercise for all stock optimlders. The extension covers all
options which would have expired during the pefimn the stock de-listing date up to the date thatshares finally become re-listed. This
extension will allow stock option holders a perifdsix months from the date of re-listing to exeecivested options which may have expired
without the extension.

F-19




Back to Contents
Option Activity

The following stock option information is as of:

August 3, 2002 July 28, 2001 July 29, 2000
Weighted Weighted Weighted
Average Average Average
Shares Exercise Shares Exercise Shares Exercise
Outstanding Price Outstanding Price Outstanding Price
Granted and outstanding,
beginning of yea 1,825,05 $ 3.6z 1,503,68 $ 5.8¢ 1,479,71 $ 5.0¢
Granted 165,00( 1.6 936,87( 1.4¢ 310,80( 7.62
Exercisec — — (273,44, 3.1
Cancelled and forfeite — (615,499 6.12 (13,390 8.0¢
Outstanding at end of ye 1,990,05! 3.45  1,825,05! 3.6z 1,503,68: 5.8¢
Exercisable at end of ye 1,471,77 3.81 1,064,93! 4,21 1,001,67. 5.34

As of August 3, 2002 the distribution of stock optiexercise prices is as follows:

Options Outstanding Options Exercisable
Weighted
Average
Weighted Remaining Weighted
Number of Average Contractual Average
Exercise Option Exercise Shares Exercise
Price Range Shares Price Life (Years)  Exercisable Price
$1.0(-2.62 1,206,07. $ 1.22 7.3 796,07: $ 1.31
$4.2¢-$6.18 315,67¢ 5.1C 5.¢ 315,67¢ 5.1C
$7.0(-8.25 338,59¢ 7.62 11.2 248,44¢ 7.64
$8.5¢-$10.00 129,70¢ 9.3¢ 11.2 111,58 9.44
1,990,05 $ 3.4t 1,471,770 $ 3.81

At August 3, 2002 and July 28, 2001 there weretanting warrants of 1,065,000 and 65,000 respdyti@d these warrants 1,000,000 were
granted to the Company’s shareholders as partigdition settlement in fiscal year 2002, 50,000engranted to the former majority
shareholder of Villa Sistemi Medicali S.p.A (“Villain connection with the acquisition of Villa arid,000 were granted to consultants for
services rendered.

As of August 3, 2002 the distribution of warrargsas follows:

Exercise Number of Expiration

Price Warrants Date

$7.94 50,00( December 200

$7.69 15,00( October 200

$2.00 1,000,001 March 200¢€
1,065,001

An expense has been recognized for the fair vdleptions and warrants granted to such non-empkpoiyrethe amounts of $150, $150 and $52
for fiscal years ended 2002, 2001, and 2000, re¢isede An expense of $1,050 and $660 has beergrézed during the fiscal years ended
2002 and 2001 respectively as litigation settlentest for the fair value of warrants granted to@wmpany’s shareholders as part of the
litigation settlement.

The Company follows the provisions of APB 25 to@att for its stock option plan. The fair value loétoptions were determined on the dat
grant using a Black-Scholes option pricing model.
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These options were valued based on the followisgragtions: an estimated life of seven years, \itlatanging from 40% to 90%, risk free
interest rate from 5% to 6.8%, and no dividenddiel

Had compensation cost for the Company’s stock agilans been determined based on the fair valtreeajrant dates for awards under those
plans consistent with the methods recommended BySS¥o. 123, the Company’s net loss and net lossipare for the fiscal years ended
August 3, 2002, July 28, 2001, and July 29, 2000ld/bave been stated at the pro forma amountsatetidoelow:

For fiscal years endec

August 3,
2002 July 28, 2001 July 29, 200C

Net loss:
As reportec $ (12,019 $ (8,52) % (3,639
Pro forme $ (12550$ (9,129 $ (4,41)
Basic and diluted loss per sh:
As reportec $ (139)$ (109s$ (049
Pro forme $ (1.45) $ (1.1 $ (0.5€)
Weighted average number of shares outstar 8,680,84! 7,847,51! 7,810,50!

8. LOSS PER SHARE

For fiscal years endec

August 3,
2002 July 28, 2001 July 29, 200C

Numerator:
Net loss $ (12,019 $ (8,52) % (3,639

Denominator
Denominator for basic loss per she
Weighted average shares outstan 8,680,84: 7,847,51! 7,810,50
Effect of dilutive securitie — — —

Denominator for diluted loss per shi 8,680,84! 7,847,51' 7,810,50!

Loss per basic and diluted common st $ (139)$ (109$ (047

Common shares outstanding for the years ended ABg2802, July 28, 2001 and July 29, 2000 wereced by 628,566, 628,566 and
629,437 shares of treasury stock, respectively.

The computation of diluted shares outstanding do¢snclude weighted average 634,734, 218,503 3&8756 for employee stock options
456,374, 0, and 14,051 warrants to purchase compamynon stock for fiscal years 2002, 2001 and 20&€pectively, since the effect of their
assumed conversion would be anti-dilutive.
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9. INCOME TAXES

The Company’s consolidated loss before income ¢apefit and minority interest for fiscal years 202201 and 2000 of $15,057, $13,080, and
$5,749, respectively, reflects a U.S. pre-tax wfsg17,645, $14,565, and $4,970, respectively edffiy foreign pre-tax net income of $2,588,
and $1,485 for fiscal years 2002 and 2001, respelgtiand a foreign pre-tax loss of $779 for fispaar 2000.

Benefit for income taxes consists of the following:

For fiscal years ended

August 3, July 28, July 29,
2002 2001 2000

Current Tax Expense:
$ 55C $ 26 % —

Foreign
Deferred (Benefit):
Federa (4,309 (4,325 (1,407
State and loc: (259 (79€) (594)
Foreign 77C (84) (33
Net Benefit $ (3242 $ (4,939 $ (2,034

The following is a reconciliation of the statutdfgderal and effective income tax rates:

For fiscal years ended

August 3, July 28, July 29,
2002 2001 2000

(B4.0%  (34.0%  (34.0%

Statutory Federal Income Tax Rate (Bene
4.7% (4.00% (6.1)%

State Tax (Benefit), less Federal tax efi

Foreign 2.%% 1.4% (1.5)%
IRS Audit Adjustment: 12. 7% — 4.1%
Other 1.6% (1.5% 1.5%

Effective tax benefit rat (21.9% (38.1)% (36.0%
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Deferred income tax assets (liabilities) are cosgatiof the following:

August 3, July 28,
2002 2001
Deferred income tax asse
Federal net operating loss carryforw $ 10,67¢ $ 6,12¢
Foreign deferred tax ass 70z 1,77¢
Litigation settlement cos — 2,22¢
State tax credits and operating loss carryfom 2,317 2,23t
Federal R&D tax credi — 604
Reserve for inventory obsolescel 90cC 1,90z
Allowances and reserves not currently deduc 1,47¢ 73E
Amortization 44& 454
Defined benefit pensic 71 57
Gross deferred income tax as: 16,58¢ 16,11¢
Less valuation allowanc — (955)
Deferred income tax ass 16,58¢ 15,16«
Deferred income tax liabilitie:
Federal effect of state tax crec — (33€)
Depreciatior — (35%)
Inventory — (39
Other 17 —
Gross deferred income tax liabiliti 17 (725)
Net deferred income tax ass $ 16,57 $ 14,43¢
Deferred income tax assets are recorded in theotidated balance sheets as follows:
August 3, July 28,
2002 2001
Deferred tax asse- current $ 2590 $ 4,64
Deferred tax asse- nor-current 13,98: 9,79¢

16,57: $ 14,43¢

For the year ended July 28, 2001, a valuation a@lae has been recorded for New York State taxtsradd for foreign subsidiary net
operating loss carryforwards not expected to bkzeghbefore expiring. The portion of the valuatafowance attributable to the foreign
subsidiary net operating loss carryforwards dee@&®m $297 at 2001 to $0 at 2002. The portiothefallowance attributable to New York
State tax credits ($658) is no longer necessatigea€ompany has determined that these creditswiilbe utilized, and therefore, these credits
have been written off.

In fiscal year 2000, based on our foreign subsytsasperating results for the seven months sircagtuisition, management had doubts about
the utilization of net operating loss carryforwaedghat subsidiary. In fiscal year 2001, the Comypdetermined that it was more likely than
that its foreign subsidiary would utilize its ngtevating loss carryforwards. As a result, the Campaduced the valuation allowance by
approximately $2,600 in fiscal year 2001.
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At August 3, 2002, for income tax purposes, the @any had Federal net operating loss carryforwaf@pproximately $31,408, state net
operating loss carryforwards of $27,497, which wipire in 2020 through 2022.

For foreign tax purposes, the Company’s Italiarsglibry has net operating loss carryforwards ofrapimately $315, which will expire in
2004.

Refundable income taxes are $148 and $3,829 atgx8y@002 and July 28, 2001, respectively, whagresent refunds that are expected from
federal and state government agencies when thé&apld amended tax returns are filed for the figegrs 1997, 1998, 1999 and 2000, as well
as tax returns for fiscal 2001.

At August 3, 2002 the Company has an income tagivable of $3,992, which represents refunds cl dime amended tax returns filed with
the federal government for fiscal years ended 12998, 1999, 2000 and 2001. As of November 1, 20@2Company has received $3,105 of
this refund.

10. COMMITMENTS AND CONTINGENCIES

a. Securities and Exchange Commissio” SEC”) Investigation— On December 11, 2000, the Division of Enforcemérnthe SEC issued
formal Order Directing Private Investigation, desiting SEC officers to take testimony and requitimg production of certain documents,
in connection with matters giving rise to the nézdestate the Company’s previously issued findrstegements. The Company has
provided numerous documents to and continues tpezate fully with the SEC stai

The Company has reached an agreement in princifetive staff of the SEC to settle the £'s claims against the Company fc
settlement that will include a penalty of up to 84ID0, and an injunction against future violatiofshe antifraud, periodic reporting,
books and records and internal accounting contmlipions of the federal securities law. The praubsettlement may be subject to,
amongst other things, a future restatement of tistbfinancial statements for the Company, or othaterial adjustments. However,
management is not aware of any restatements ostatgnts required with respect to financial stataméled with this Fiscal 2002 Form
10K. In addition, the proposed settlement will reguine approval by the Commission and by the C¥et.can give no assurance that
settlement will be approved by either the Commissinthe Court

Although the Company has not reached a bindingeageat with the SEC on this settlement proposal,agament believes that tt
agreement in principal is a reasonable basis onlwihican now estimate the financial impact of BISC investigation. As a result, the
Company has recorded a charge of $685 in the faurtinter of fiscal 2002 related to this agreememrincipal with the SEC staff, which
includes associated legal co:

b. Department of Defense Investigatic— On March 8, 2002, RFI Corporation, a subsidiarthef Company and part of the Power Convel
Group segment, was served with a subpoena by thattdghey Eastern District of New York in connectiwith an investigation by the {
Department of Defense (“DoD”). RFI supplies noigpgression filters for communications and defeng®#ieations. The Company is fully
cooperating with this investigation, and has regdiapecial counsel to represent the Company omtaiter. Management of the Company
cannot predict the duration of such investigatioitpotential outcome
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c. ERISA Matters— During the year ended July 28, 2001, managemethieco€ompany concluded that violations of the EmpéoRetiremer
Income Security Act, (“ERISA”") existed relating aodefined benefit Plan for which accrual of besdfiad been frozen as of February 1,
1986. The violations related to excess concentratad the Common Stock of the Company in the Psets. In July 2001, managemen
the Company decided to terminate this Plan, sulbjelsaiving available funds to finance the plandoadance with rules and regulations
relating to terminating pension plans. This plas hat been terminated yet, but the Company expedtsrt the process of terminating this
plan in fiscal 2003

d. Employment Matter— The Company had an employment agreement witfothger Chief Executive Officer through July 2005er
agreement provided a minimum base salary, defewatpensation and bonuses, as defined. The Comganyea deferred compensation
at a rate of 5% of pretax income with a minimun$»00 and a maximum of $12

In the third quarter of fiscal 2001, the employmehthe former Chief Executive Officer was termedt The Company filed a lawsi
against the former Chief Executive Officer in theitdd States District Court, Southern District e York, alleging fraudulent and other
wrongful acts, including securities law violatiofigudulent accounting practices, breaches of fatyauties, insider trading violations
and corporate mismanagement. The complaint seekagis in excess of $15 millic

The former Chief Executive Officer has answeredGoenpan’s complaint, and has counterclaimed for damagesdoais the terminatio

of his employment by the Company. The former CE0 &lrought third party claims against certain dvecand officers, which were
dismissed on October 18, 2002. The former CEOgking damages in excess of $500. The Company iatengursue vigorously its
claims against the former Chief Executive Officed delieves it has meritorious defenses to the tevdlaims. However, due to the former
CEO's financial condition, and competing claims andines and penalties that may be imposed, tb@nebe no assurance that the
Company will ever recover any damages from the &r@EO.

The Company has entered into an employment agnetewith its new Chief Executive Officer for therjwel July 2001 to April 2004. The
terms of this agreement provide base salary, benarsé deferred compensation. The new Chief Exes@ificer may earn a bonus, whi
may be based on a percentage of his base salagytdin performance goals established by the ba@@chieved. The new Chief
Executive Officer's agreement provides that the @hief Executive Officer will have the option tofdea portion of his bonus. In
addition, the new Chief Executive Officer's emplogmh agreement provides for certain payments iretleat of death, disability or change
in the control of the Compan

e. Indemnification Legal Expense- In connection with the Compa’s previously reported accounting irregularities #relrelatec
shareholder litigation and governmental enforcenaetibns, during fiscal year 2002, the Company sppproximately $209 in the
advancement of legal expenses for those direatffisers and employees that are indemnified byGbenpany. During the first quarter of
fiscal year 2003, management estimates that thep@oynhas incurred additional expenses of this raitinpproximately $100.
Management is unable to estimate at this time theuat of legal fees that the Company may have yaméhe future related to the
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matters. Further, there can be no assurance e tb whom we have been advancing expenses wél tha financial means to repay !
Company pursuant to undertaking agreements thatetkecuted, if it is later determined that suchvitthals were not entitled to be
indemnified.

f. Lease Commitment— The Company leases facilities for its corporatéceff and manufacturing operations with expiratiated rangin
from 2003 through 2007. In addition, the Company Vearious auto leases accounted for as operatisgde The future minimum annual
lease commitments as of August 3, 2002 are asasll

Fiscal Year Amount

2003 $ 1,08¢
2004 67t
2005 51€
2006 33¢
2007 65
Total $ 2,67¢

Rent expense for fiscal 2002, 2001, and 2000 wakl®1 $1,241, and $1,456, respectiv:

g. Other Legal Matter— The Company is a defendant in several other kegf@dns arising from normal course of businessndggment
believes the Company has meritorious defensescto attions and that the outcomes will not be maitésithe Company’s consolidated
financial statement:

h. Class Action Litigation Settlemer— A consolidated class action complaint against them@any, certain of its former officers and cert
of our current and former directors and its auditeas filed on February 16, 2001 in the U.S. Disiourt for the Southern District of
New York by certain of our shareholders. The commplalleged violations of the federal securitiewseand sought to recover damage:
behalf of all purchasers of the Company’s commougkstiuring the class period November 6, 1997 toe¥aver 6, 2000. The complaint
sought rescission of the purchase of shares dftirepany’s Common Stock or alternatively, unspedifiempensatory damages, along
with costs and expenses including atto’s fees

On July 26, 2001, the Company and certain ote&rilants reached an agreement in principle tle settonsolidated class action
complaint filed on February 16, 2001. Under thenenf the settlement, the Company provided thenifés: (i) a $2,000 subordinated ni
due five years from the date of issuance with @gem arrears accrued at 6% per annum; (i) 2lBomishares of the Company’s Common
Stock; and, (iii) 1 million warrants to purchase tBompany’s Common Stock at $2 per share. The ntareae callable by the Company at
$0.25 per share if the Company stock trades aice pr excess of $4 per share for 10 days or nidis. settlement was approved by the
U.S. District Court for the Southern District of Werork on January 29, 2002. It will be necessamytfi@ Company to register the comn
stock underlying these warrants before the Companyallow for the exercise of these warra

Management of the Company believes the terms odidiheement in principle provided a reasonable lagstimate the value of tl
Companys portion of the settlement as of July 28, 2004, accordingly, recorded a charge of $9,759 irefigear 2001. This amount w
calculated using a discount factor of 12% to preseatue the subordinated note, the per share pfigd.50 that was the closing pri
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of the Compan'’s stock in the over the counter market on July2281, and an option pricing model to value the am@s. Also included i
the charge were legal and other specialized femsried through July 2001 of $3,572 and an accadkeal and related fees incurred in
fiscal year 2002 of $82:

When the Court approved the class action settiemre January 29, 2002, and opportunities for ajpggzired on March 21, 2002, all
uncertainty regarding the final value of the sd@siissued by the Company in the settlement had béminated. Therefore, in the third
quarter of fiscal year 2002, the Company recognaeddditional charge related to the increaseédrviiiue of securities issued. This
additional charge is approximately $7,0

11. FACILITIES REORGANIZATION COSTS

In 2001, the Company’s management decided to dedynaRad facility in Deer Park, New York andoesed a reorganization charge of
$770. In addition in 2001, the Company’s managerdenided to terminate a lease for a small facilggd by Del Medical Systems Group in
lllinois, and recorded a reorganization charge5#.$At August 3, 2002, amounts paid in connectidth this reorganization plan were $822.

During the fourth quarter of fiscal year 2002, @@mpany announced the closure of its HicksvillewNeork facility, which will occur during
fiscal year 2003. As a result of the decision tselthis facility and combine operations at itshatlh, New York facility, the Company accrt
for various facilities reorganization costs of $124n fiscal year 2002, including severance anglasement expenses of $446 covering 68
individuals and $769 of rent and closing coststidpto the remaining commitment on the lease efdlosed facility. Fiscal 2002 restructuring
costs also include $77 related to the final closadof its DynaRad facility. At August 3, 2002, alinounts due in connection with the
Hicksville closing have been accrued and are ireduid accrued expenses. Amounts expected to beopaid fiscal 2003 and fiscal 2004 are
$749 and $466 respectively.

12. RELATED PARTIES

During fiscal year 2002, Plus Ultra Incorporatedswaid a total of $319 in fees and expenses farorgtional development and strategic
planning consulting services. The work was prinygogérformed by Edward Ferris, the President of Rliisa and Damien Park. Mr. Park is the
son of Samuel E. Park, the Company’s Chief Exeeufficer. In July 2002, Mr. Ferris accepted a-firfie position with the Company as
Senior Vice President, Corporate Organizationaldbepment.

While Damien Park was associated with Plus Ulteardteived $97 out of the total fees paid to PlitlaUDamien Park, now as President of
Hibernian Consulting Group, continues to act iroasulting capacity to the Company in the area afrimss planning. The Company currently
has commitments to Hibernian Consulting Group li@se services through December 2002. Through Ociola®02, the Company has paid
$59 and expects to incur additional fees at aoghépproximately $17 per month, plus expenses.
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The Company incurred $279, $102 and $0 of feeseapdnses with Battalia Winston International, kharing fiscal years 2002, 2001 and
2000, respectively, in connection with executiveraiing services. The Battalia Winston fees angesses included reimbursement for travel
and related expenses for prospective candidatesxémutive positions, as well as fees earned mpamntractor of Battalia Winston for a see

in Europe. The Chief Executive of Battalia Winstand one of its owners, is Dale Winston, the wifRoger Winston, the former Chairman of
the Board of Directors.

The Company incurred $23, $14 and $29 of accouriéeg with David Michael & Company, PC during fisgaars 2002, 2001 and 2000,
respectively, for tax compliance services. DaviatMiel, a Director of the Company, has an ownerisitgpest in this accounting practice.

13. ACQUISITION OF SUBSIDIARY

On December 28, 1999, the Company acquired ante#e®0% interest in Villa Sistemi Medicali locatedMilan, Italy. The consideration
paid by the Company for the acquisition of Villaasbs totaled $520, which consisted of $1 in casheasix-year warrant to purchase 50,000
shares of Del Global Technologies Corp. commonksa&b¢he fair market price on the date of issuaradeed at approximately $219 (using the
Black-Scholes method as prescribed by SFAS No. ‘W@ ounting for Stock-Based Compensation”). Theaasated transaction costs of this
acquisition were approximately $301. The sourckpés for the acquisition of Villa was from the Cpamy’s credit facility.

In addition, the Company and Villa Management (WHiolds 20% of the shares) contributed $1,892 af® $o the charter capital of Villa,
respectively.

This transaction resulted in an excess of cost farevalue of net assets acquired of $654. Theuestion is being accounted for as a purch
and accordingly, the original purchase price wixcated to assets and liabilities acquired baseahoastimate of their fair value at the date of
acquisition. In fiscal year 2001, the Company reeased the net carrying value of deferred tax sissktted to the acquisition of Villa. This re-
assessment resulted in an increase in the valiresé net deferred tax assets and a corresporetingtion in the carrying value of goodwill
associated with the acquisition of Villa. As a festhe goodwill associated with Villa was redudedzero by the end of fiscal year 2001.

Unaudited pro forma financial information for th2 honth period ended July 29, 2000, as if the \dliguisition occurred at the beginning of
the fiscal year, is as follows:

Year Ended

July 29,

2000
(unaudited)
Net Sales $ 89,48:
Loss before provision for income tax $ (7,55%)
Net loss $ (5,64)
Net loss per basic and diluted sh $ (0.79

Thepro formafinancial information presented above is not nezélysindicative of the operating results which adbhave been achieved had
the Company acquired Villa at the beginning of pleeiod or of the results to be achieved in therfuti¥illa financial results were consolidated
into the Company beginning with January 2000.
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14.

a.

SUBSEQUENT EVENTS

Settlement of dispute on product line acquisitiongextinguishment of lon-term debt- In fiscal 1999, the Compa’s Medical System
segment acquired a product line in the United Staie part of the asset purchase agreement in ctanevith this product line
acquisition, the Company had agreed to make cgpeyments to an escrow account over a period @&.tBubsequent to the acquisition,
the Company discovered certain alleged defectsdrassets acquired. As a result of this claimQbepany did not pay the final payment
into this escrow account. This final payment of $28included in the Company’s long-term debt asdust 3, 2002 and as of July 28,
2001.

Subsequent to August 3, 2002, the Company regalselispute with certain parties representingsléer in connection with this product
line acquisition. In the first quarter of fiscalgre2003, the Company reached an agreement witk fhegties that in exchange for the
Company dropping its claims, the Company (i) n@kmwill be required to make the $238 payment theoescrow account and

(ii) received a payment of $264 from the escrowoact, representing a portion of the monies thaGbmpany had previously paid into to
the escrow account for the benefit of the se

As a result of the resolution of this claim, théirguishment of this debt, and the receipt of tHesels from the escrow account, !
Company will recognize Other income of approximat&$02 in the first quarter of fiscal year 20

Separation of President of Villa Sistemi Medic« In the fourth quarter of fiscal year 2002, the Campdetermined to sever the Presi
of its Italian subsidiary Villa Sistemi MedicalifBA (“Villa”). In the first quarter of fiscal yea2003, the Company reached an agreement
with the former President of Villa Sistemi Medictiiat he would leave the Company, and separatipmeats amounting to 383 (or $388)
and some additional benefits in kind, were agréeda result of this agreement, the Company hagrezed a charge of $143 in the fourth
quarter of fiscal 2002 and will recognize $245he first quarter of fiscal 2003. The fiscal 2002uae relates to the minimum payment |
management determined was required under the rdléadian contracts and law
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15. SUPPLEMENTAL QUARTERLY FINANCIAL INFORMATION (UNAUD ITED)

YEAR ENDED August 3, 2002:

QUARTER
First Second Third Fourth
Net sales $ 19,48. $ 24,400 $ 26,85( $ 27,40(
Gross margir $ 374 $ 6344 $ 6,28 $ 3,20¢
Net loss $ (153) 3% (A7) $ (B.15) $ (5,159
Basic and diluted loss per shi $ (©020% (002 % (0660 3% (0.50
YEAR ENDED July 28, 2001:
QUARTER
First Second Third Fourth
Net sales $ 22,147 $ 23,20¢ $ 25,85 $ 21,74
Gross margir $ 428 $ 452 $ 6,76« $ 3,29¢
Net loss $ (376 $ (1,466 $ 2 $ (6,677
Basic and diluted loss per sh $ (005 $ (019 $ — $ (0.8Y)
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
November 2 August 3,
2002 2002
(Dollars in Thousands)
(Unaudited)
CURRENT ASSET<
Cash and cash equivalel $ 1,23t % 89t
Marketable securitie 45 45
Trade receivables (net of allowance for doubtfulcamts of $884 and $1,1:
at November 2, 2002 and August 3, 2002, respag)i 17,92¢ 19,25:
Inventory— net 20,49¢ 20,95¢
Income tax receivabl 88¢€ 3,99:
Deferred income tax ass— current 2,59( 2,59(
Prepaid expenses and other current a: 96¢€ 1,644
Total current asse 44,15; 49,37«
REFUNDABLE INCOME TAXES 14¢ 14¢
FIXED ASSETS- Net 9,271 9,152
DEFERRED INCOME TAX ASSE-NON CURRENT 13,98¢ 13,98:
GOODWILL - Net 3,23¢ 3,23¢
OTHER INTANGIBLE ASSETS- Net 441 477
OTHER ASSET< 1,26 1,32¢
TOTAL ASSETS $ 7250: $ 77,69

See notes to consolidated financial statements

(1) August 3, 2002 balances were obtained from audiibedicial statement:
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Shor-term credit facilities
Current portion of lon-term deb
Accounts payabl- trade
Accrued liabilities

Deferred compensation liabili
Income taxes payab

Total current liabilitie!

NON-CURRENT LIABILITIES
Long-term debt

Subordinated not

Other lon¢-term liabilities

Total liabilities
MINORITY INTEREST IN SUBSIDIARY
COMMITMENTS AND CONTINGENCIES

SHAREHOLDERY? EQUITY
Common stock, $.10 par valt
Authorized 20,000,000 share
Issued and outstanding — 10,976,081 at
November 2, 2002 and August 3, 2!
Additional paic-in capital
Accumulated other comprehensive i
Accumulated defici
Less common stock in treasury — 628,566 shares
at November 2, 2002 and August 3, 2!

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

See notes to consolidated financial statements

(1) August 3, 2002 balances were obtained from aufdiibedicial statement:
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November 2
2002

August 3,
20021

(Dollars in Thousands)

(Unaudited)

$ 5,15¢ $ 7,992

54z 792

8,86t 10,127

11,10¢ 11,252

207 207

391 35€

26,27( 30,72¢

4,891 5,11«

1,65¢ 1,61(

2,171 2,15¢

34,98¢ 39,60¢

937 94¢&

1,097 1,091

63,58 63,54
(229) (229)
(22,379 (21,779
(5,502 (5,502

36,577 37,141

$ 7250: $ 77,69




Back to Contents

DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

NET SALES

Three Months Ended

November 2,  October 27,
2002 2001

(Dollars in Thousands except
share data)
(Unaudited)

$ 25558 % 19,48

COST OF SALES
GROSS MARGIN

Selling, general and administrati
Research and developmt
Litigation settlement recovel
Facilities reorganization cos

Total operating expens:
OPERATING LOSS

Interest expens
Other income (expens

LOSS BEFORE INCOME TAX PROVISION (BENEFIT) AND MINRITY

INTEREST

INCOME TAX PROVISION (BENEFIT)

LOSS BEFORE MINORITY INTERES

MINORITY INTEREST

NET LOSS

LOSS PER COMMON SHARE
BASIC AND DILUTED

Weighted average number of common shares outs@gngasic and dilute

See notes to consolidated financial statements
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20,127 15,73¢
5,42¢ 3,74¢

5,621 5,251

312 581

— (25¢)

234 42

6,167 5,61¢

(739 (1,879

35€ 462

502 17)

(592 (2,359

27 (829)

(619 (1,529

13 (12)

$ (606)$  (1,53%)
$  (0.09$ (0.20

10,347,51 7,847,51
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended

Nov. 2, 200z Oct. 27, 200:

(Dollars in Thousands)

(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (606€) $ (1,53%
Adjustments to reconcile net loss to net caslvided by operating activitie
Depreciation and amortizatit 572 664
Deferred income tax bene — (897)
Loss on sale of fixed assi — 16
Unrealized loss on sale of marketable secul — 26
Imputed interes— Subordinated not 46 —
Minority interest (13 12
Stock based compensation expe 36 36
Nor-cash facilities reorganization chat 70 —
Changes in operating assets and liabili
Decrease in trade receivab 1,33( 2,63¢
Decrease in inventol 46¢ 1,40%
Decrease in income taxes receive 3,10¢ —
Decrease (Increase) in prepaid expenses andaitrent assel 677 (24C)
Decrease in other ass 64 20¢
Decrease in accounts paya- trade (1,267) (344)
(Decrease) Increase in accrued liabili (159) 343
Increase in income taxes paya 35 68
Increase in other lo-term liabilities 9 16
Net cash provided by operating activit 4,37¢ 2,417
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed asset purchas (71¢) 473
Net cash used in investing activiti (718) 473
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank borrowin — 25¢
Repayment of bank borrowin (3,316 (842)
Net cash used in financing activiti (3,316 (584)
EFFECT OF EXCHANGE RATE CHANGE 3 3
NET CHANGE IN CASH AND CASH EQUIVALENTS 34z 1,36:
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PRIOD 89t 1,402
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIO $ 123 $ 2,76F

See notes to consolidated financial statements
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Dollars in thousands, except share data)
(Unaudited)

BASIS OF PRESENTATION

The accompanying unaudited consolidated finantééments have been prepared in accordance wittuaticg principles generally accepted
in the United States for interim financial inforrwat and with the instructions to Form 10-Q and él&ti10 of Regulation S-X. Accordingly,
they do not include all of the information and foates required by accounting principles generailyegted in the United States for complete
financial statements. In the opinion of managemahgdjustments (consisting only of normal requgradjustments) considered necessary
fair presentation of the results for the interinnipg have been included. Results of operationshferinterim perio ds are not necessarily
indicative of the results that may be expectedHerfull year. These consolidated financial stateisishould be read in conjunction with the
financial statements and the notes thereto incliétde Company’s annual report on Form 10-K fikgith the Securities and Exchange
Commission for the year ended August 3, 2002.

The accounting policies followed by the Companysatforth in Note 1 to the Company’s consoliddtedncial statements for the fiscal year
ended August 3, 2002. The financial statementh@fXompanys consolidated subsidiary Villa are denominateHunos and are translated it
U.S. dollars for reporting purposes. As a reshiytare therefore subject to the effects of cugrdluctuations which may affect reported
earnings and future cash flows. These foreign aggréranslations are made in accordance with Setewwf Financial Accounting Standard
(“SFAS”) No. 52, “Foreign Curr ency Translation”.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standardsr@@ssued SFAS No. 143, Accounting for Asset Ret&nt Obligations. This statement
addresses financial accounting and reporting fertbligations associated with the retirement ofjitale long-lived assets and the associated
asset retirement costs. This statement is effefbivBnancial statements issued for fiscal yeagibning after June 15, 2002. The adoption of
this statement did not have a significant impactrenCompany’s consolidated financial statements.

SFAS No. 144, Accounting for the Impairment or Risal of Long-Lived Assets, was issued in Octob&12BFAS No. 144 replaces SFAS
No. 121, Accounting for the Impairment of Lc-Lived Assets and for Long-Lived Assets to be DsgubOf. SFAS No. 144 requires that long-
lived assets whose carrying amount is not recoleffatm its undiscounted cash flows be measur¢deatower of carrying amount or fair
value less cost to sell, whether reported in caitip operations or in discontinued operations. &fwe, discontinued operations will no longer
be measured at net realizable or include amounisglerating losses that have not yet occurred. SNASL44 also broadens the reporting of
discontinued operations to include all componehtncentity with operations that can be distingaisifrom the rest of the entity and that will
be eliminated from the ongoing operations of thiéteim a disposal transaction. The provisions BAS No. 144 are effective for financial
statements issued for fiscal years beginning &tsmember 15, 2001 and are to be applied prospéctiliee adoption of this statement did not
have a significant impact on the Company’s considid financial statements.
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SFAS No. 145, Rescission of FASB Statements Nd44and 64, Amendment of FASB Statement No. 13,Tawthnical Corrections was
issued in April 2002. This pronouncement rescinBEAS No. 4, Reporting Gains and Losses from Existguent of Debt, SFAS No. 64,
Extinguishments of Debt to Satisfy Sinking-Fund Riegments, and SFAS No. 44, Accounting for Intategissets of Motor Carriers, and
changed the accounting treatment for capital leasgifications by amending SFAS No. 13, Accountiaglfeases. This pronouncement also
amends the existing authoritative pronouncementsatke various technical corrections, clarify megsijror describe their applicability under
changed conditions. There will be no significanpant on the consolidated financial statements dWpemdoption of this statement.

SFAS No. 146, Accounting for Costs Associated Wit or D isposal Activities, was issued in Jun®@20SFAS No. 146 revises the
accounting and reporting for costs associated @ithor disposal activities to be recognized whéialaility for such cost is incurred rather tt
when an entity commits to an exit plan. SFAS No.iE4éffective for exit or disposal activities irited after December 31, 2002. SFAS No.
does not impact previously recorded liabilities aheérefore, the initial adoption of this standeasitl not have a significant impact on the
Company’s consolidated financial statements.

SFAS No. 148, Accounting for Stock-based Compeasafiransition and Disclosure, an amendment of FA&Bement No. 123, amends
SFAS No. 123 to provide alternative methods ofditéon for a voluntary change to the fair valuedshmethod of accounting for stock-based
employee compensation. It also amends the disgdgmavisions of SFAS No. 123 to require promindstidsure in both annual and interim
financia | statements about the method of accogritinstock-based employee compensation and teetedf the method used on reported
results. The provisions of SFAS 148 are effectiveainnual financial statements for fiscal yearsrgdfter December 15, 2002, and for
financial reports containing condensed financialeshents for interim periods beginning after Deceriltb, 2002. The Company has not
determined whether it will adopt the fair value &snethod of accounting for stock-based employegpemsation.

GOODWILL AND OTHER INTANGIBLE ASSETS

Effective August 4, 2002 , the Company adopted SEAZ Goodwill and Other Intangible Assets, whistablishes new accounting and
reporting requirements for goodwill and other irgidnte assets. Under SFAS 142, all goodwill amotiimaceased effective August 4, 2002.

The Company is required to complete its initiapsté a transit ional impairment test within six ntio of adoption of SFAS No. 142 and to
complete the final step of the transitional impainntest by the end of the fiscal year. Howevemagament does not believe that a material
adjustment will be necessary upon completion of ititial assessment, for which the Company wilbksisted by an outside expert.

In connection with the adoption of SFAS 142, thefuklives and the classification of our identifialintangible assets were reviewed and it
determined that they continue to be appropriate. dmponents of our amortizable intangible asgetas follows:
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November 2, 2002 August 3, 2002
Gross Accumulated Gross Accumulated
Carrying Carrying
Amounts Amortization Amounts Amortization
Non-Compete Agreemen $ 90z $ 67¢ $ 90z $ 65¢
Distribution Network 653 43t 653 41¢
Total $ 1558 $ 1,11¢ $ 1558 $ 1,07¢

Amortization expense for intangible assets durivgfirst quarter of fiscal year 2003 was $36. Eatad amortization expense for the remai
of 2003 and the five succeeding fiscal years ®baws:

2003 (remaindel $ 1o0¢
2004 144
2005 144
2006 44
2007 —
2008 —

There are no components of intangible assets theg &n indefinite life.
The following table shows the Company’s fiscaltfiygarter 2003 and 2002 results, adjusted to ercudortization related to goodwill:

Three Months Ended
November 2  October 27,

2002 2001
Net loss- as reportet $ (60€) $ (1,53%
Add back: goodwill amortization, net of tax — 33
Net loss- as adjuste $ (606€) $ (1,502)
Loss per shar- basic and dilute:
As reportec $ (0.0 $ (0.20
Add back: goodwill amortizatio — 0.01
As adjustec $ (0.0 $ (0.19

There were no changes in goodwill balances duheditst quarter of fiscal year 2003.
INVENTORY

Inventory is stated at the lower of cost (firstfinst-out) or market. Inventories and their effect ontadssales are determined by physical cc
for annual reporting purposes and are estimateddoyagement for interim reporting purposes. Forimi@eriods, the Company estimates the
amount of labor and overhead applied to inventddesertain subsidiaries.
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Additionally, the Company applies a gross margitvfayward methodology to determine the gross valfithe inventory at one subsidiary.

November 2 August 3,
2002 2002

Raw materials and purchased pi $ 1146 $ 12,98(
Work-in-process 6,80z 7,08¢
Finished good 4,45 4,322
22,71¢ 24,38t

Less allowance for obsolete and excess inver (2,219 (3,430
Total inventory, ne $ 20,49¢ $ 20,95¢

COMPREHENSIVE LOSS

Comprehensive loss for the Company includes foreigrency translation adjustments and net lossrtegdn the Company’s Consolidated
Statements of Operations.

Comprehensive loss for 2003 and 2002 was as follows

Three Months Ended
November 2  October 27,

2002 2001
Net Loss $ (606€) $ (1,53%
Foreign currency translation adjustme 6 19¢
Comprehensive los $ (600 $ (1,336

LOSS PER SHARE

Three Months Ended
November 2,  October 27,
2002 2001

Numerator:
Net Loss $ (606)$ (1,53%)

Denominator
Denominator for basic loss per sh-
Weighted average shares outstan 10,347,51 7,847,51
Effect of dilutive securitie — —

Denominator for diluted loss per shi 10,347,51 7,847,51!

Loss per basic and diluted common st $ (0.06) $ (0.20)

Common shares outstanding for the current periadpaior period ended were reduced by 628,566 shdresasury stock.

The computation of diluted shares outstanding do¢snclude 720,520 and 375,114 employee stoclonptand 335,548 and 0 warrants to
purchase Company common stock, as of November@, 20d October 27, 2001, respectively, since tfecebdf their assumed conversion
would be anti-dilutive.
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SEGMENT INFORMATION

The Company has three reportable segments: MeSitiéms Group, Power Conversion Group and Other fisbal 2003 “Other” segment
includes unallocated corporate costs which wereipusly reported in the Power Conversion Grouphia prior period. Had the prior year’s
methodology been used, operating expenses of therRonversion Group would have been approxima8|200, resulting in an operating
loss of approximately $500. This would have reslitea Power Conversion loss of approximately $800, Interim segment information is as
follows:

Medical Power

For three months ended Systems Conversion
November 2, 2002 Group Group Other Total
Net Sales to Unaffiliated Custome $ 12,000 $ 13,55¢ $ — $ 25,55t
Cost of sale: 9,43 10,69( — 20,127
Gross margit 2,56: 2,86t — 5,42¢
Operating expenst 2,68¢ 2,15¢ $1,09: 5,93:
Facilities reorganization cos 104 13C 234
Total operating expens 2,68¢ 2,25¢ 1,22¢ 6,167
Operating income / (los: $ (121) $ 60€ $ (1,229 % (739)
Interest expens (35€)
Other income (expens 503

$ (592
For three months ended
October 27, 2001
Net Sales to Unaffiliated Custome $ 964 $ 9841 $ — $ 19,48
Cost of sale! 7,45¢ 8,28: — 15,73¢
Gross margir 2,18¢ 1,55¢ — $3,74:
Operating expenst 1,811 4,021 5,83:
Litigation settlement recovel — — 25¢ 25€
Facilities reorganization cos — 42 — 42
Total operating expens 1,811 4,06: 25¢ 5,61¢
Operating income / (los! $ 374 $ (2,505 258 $ (1,879
Interest expens (462)
Other income (expens ()]

$ (2,357
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CONTINGENCIES

Securities and Exchange Commission (“SEC”) Invesitign — On December 11, 2000, the Division of Eoémnent of the SEC issued a formal
Order Directing Private Investigation, designatBigC officers to take testimony and requiring thedoiction of certain documents, in
connection with matters giving rise to the needesiate the Company’s previously issued finantétksments. The Company has provided
numerous documents to and continues to coopertiyenfith the SEC staff.

The Company has reached an agreement in princifiietive Staff of the SEC to settle the SEC’s claaigainst the Company for a settlement
that will include a penalty of up to $400 and aumetion against future violations of the antifrapériodic reporting, books and records and
internal accounting control provisions of the fedeecurities law. The proposed settlement mayubgest to, amongst other things, a future
restatement of historical financial statementglier Company, or other material adjustments. Howewanagement is not aware of any
restatements or adjustments required with respdatancial statements filed with the SEC sinceilfp®02. In addition, the proposed
settlement will require approval by the Commissamil by the Court. We can give no assurance thas#ttlement will be approved by either
the Commission or the Court.

Although the Company has not reached a bindingesgeat with the SEC on this settlement proposal,agement believes that this agreement
in principle is a reasonable basis on which it caw estimate the financial impact of this SEC itigegion. As a result, the Company recorded
a charge of $685 in the fourth quarter of fiscadry2002 related to this agreement in principal i SEC Staff, which includes associated
legal costs.

Department of Defense Investigation — On MarchO®2 RFI Corporation, a subsidiary of the Compamy jpart of the Power Conversion
Group segment, was served with a subpoena by thattdBhey Eastern District of New York in connectiwith an investigation by the US
Department of Defense (“DOD”). RFI supplies noispression filters for communications and defeng®ieations. The Company is fully
cooperating with this investigation, and has regdiapecial counsel to represent the Company omriter. Management of the Company
cannot predict the duration of such investigatioitopotential outcome

ERISA Matters — During the year ended July 28, 20@dnagement of the Company concluded that viglatad the Employee Retirement
Income Security Act, (“ERISA”) existed relating aodefined benefit Plan for which accrual of besdfiad been frozen as of February 1, 1986.
The violations related to excess concentratiorth@Common Stock of the Company in the Plan assefaly 2001, management of the
Company decided to terminate this Plan, subjebttong available funds to finance the plan in adaoce with rules and regulations relatin
terminating pension plans. This plan has not beamihated yet, but the Company expects to stanptheess of terminating this plan in fiscal
2003.

Employment Matters — The Company had an employagregement with the former Chief Executive OfficéEO”) through July 2005. The
agreement provided a minimum base salary, defewatpensation and bonuses, as defined. The Companyea deferred compensation at a
rate of 5% of pretax income with a minimum of $H0@ a maximum of $125.
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In the third quarter of fiscal 2001, the employmehthe former CEO was terminated. In February 2002 Company filed a lawsuit against
former CEO in the United States District Court, eun District of New York, alleging fraudulent anther wrongful acts, including securities
law violations, fraudulent accounting practicegduhes of fiduciary duties, insider trading viaas and corporate mismanagement. The
complaint seeks damages in excess of $15 million.

The former CEO has answered the Company’s compkaiot has counterclaimed for damages based oertinénation of his employment by
the Company. The former CEO also brought thirdypeldims against certain directors and officersicvlwere dismissed on October 18, 2C
The former CEO is seeking damages in excess of. $#®Company intends to pursue vigorously itsnetadigainst the former CEO and
believes it has meritorious defenses to the coaolatiens. However, due to the former CEQO’s purpoftedncial condition, and competing
claims and or fines and penalties that may be irgothere can be no assurance that the Compangweilirecover any damages from the
former CEO.

Indemnification Legal Expenses — In connection wlith Company’s previously reported accounting infedties and the related shareholder
litigation and governmental enforcement actionsirdufiscal year 2002, the Company spent approeiga209 in the advancement of legal
expenses for those directors, officers and empkoyles are indemnified by the Company. During thst §uarter of fiscal 2003, the Company
has incurred additional expenses of this natusgppfoximately $178. Management is unable to eséiratithis time the amount of legal fees
that the Company may have to pay in the futurgedlto these matters. Further, there can be noaas=zithat those to whom we have been
advancing expenses will have the financial meamspgay the Company pursuant to undertaking agreentieait they executed, if it is later
determined that such individuals were not entitiede indemnified.

Other Legal Matters — The Company is a defendaséireral other legal actions arising from the ndroarse of business. Management
believes the Company has meritorious defensescto attions and that the outcomes will not be maltésithe Company’s consolidated
financial statements.

SUBSEQUENT EVENT

The Company was not in compliance with certainrfial covenants in its U.S. credit facility for thearter ended August 3, 2002. The
Company obtained a waiver of the covenant non-cameé, and on December 17, 2002, signed a Secorahément with the lender. This
Second Amendment includes revised financial covistdiat the Company expects it will be able to & to meet.
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No person is authorized to give any information wr make any
representation, other than those contained in thgspectus, anc
if given or made, such information or representationust not be
relied upon as having been authorized by the CompaNeither
the delivery of this prospectus nor any sale madgdunder shall,
under any circumstances, create any implication thibere has
been no change in the affairs of the Company sirtbe date
hereof or that the information contained herein rrect as of
any time subsequent to its date. This prospectussdaot
constitute an offer to sell or the solicitation afn offer to buy any
securities in any circumstances in which such offer solicitation
is unlawful.
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Part Il

INFORMATION NOT REQUIRED IN PROSPECTUS
OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION
Expenses payable by Registrant for the issuanceliatrtbution of the Common Stock are estimatetbdsws:

Securities and Exchange Commission registratiol $
Printing

Accounting fee:

Legal fees

Miscellaneou:

Total $

RECENT SALES OF UNREGISTERED SECURITIES

Set forth below is information as to securitieshef Registrant sold within the past three yearchhiere not registered under the
Securities Act and were issued upon the exemptam fegistration provided by Section 4(2) of theB#ies Act. Except as indicated below,
all sales were to sophisticated accredited investdo underwriters were involved in any of the sae there were no underwriting discounts or
commissions paid.

In connection with settlement of our shareholdasslaction suit, we issued 2.5 million shares ofcommon stock and warrants to
purchase one million shares of our common stoeinaxercise price of $2.00 per share. In additonpnnection with such settlement, we
issued to the shareholder class a promissory nata aggregate principal amount of $2.0 millione Tlote bears a 6% interest rate, matures in
5 years and is subordinated to our principal bagikt.dNVe will prepay the note with proceeds from paplicly underwritten offering of our
securities. Pursuant to the court order, the issiafthese securities was exempt from the regjistraequirements of the Securities Act of
1933 pursuant to Section 3(a)(10) thereof.
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Exhibit
Number

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Description of Document

3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

4.1

4.8

4.9

4.10

4.11*

4.12

Certificate of Incorporation dated October 25, 195#ed as Exhibit to Del Electronics Corp. Regisitsn Statement on For

S-1 (No. 2-16839) and incorporated herein by refere:

Certificate of Amendment of Certificate of Incorption dated January 26, 1957. Filed as ExhibitébHEectronics Corp.
Registration Statement on Forr-1 (No. -16839) and incorporated herein by referel

Certificate of Amendment of Certificate of Incorption dated July 12, 1960. Filed as Exhibit to Blectronics Corp.
Registration Statement on Forr-1 (No. -16839) and incorporated herein by referel

Certificate of Amendment of Certificate of Incorption dated March 18, 1985. Filed as Exhibit 3.D&b Electronics Corp. For
10-K for the year ended August 2, 1989 and incorparhatrein by referenc

Certificate of Amendment of Certificate of Incorption dated January 19, 1989. Filed as Exhibitd Bel Electronics Corp.
Form £-3 (No. 3:-30446) filed August 10, 1989 and incorporated tmebgi reference

Certificate of Amendment of the Certificate of Imporation of Del Electronics Corp., dated Februarg991. Filed with Del
Electronics Corp. Proxy Statement dated Januar¢ 221 and incorporated herein by referel

Certificate of Amendment of the Certificate of Imgoration of Del Electronics Corp. dated Februaty1996. Filed as Exhib
3.6 to Del Global Technologies Annual Report onfrd0-K for the year ended August 1, 1998 and inc&@d herein by
reference

Certificate of Amendment of Certificate of Incorption dated February 13, 1997. Filed as Exhibitt@.Quarterly Report o
Form 1(-Q for the quarter ended February 1, 1997 and iroratpd herein by referenc

Amended and Restated -Laws of Del Global Technologies Corp. Filed as Bit$.1 to Current Report on Forn-K dated
September 5, 2001 and incorporated herein by neter

Rights Agreement dated as of September 10, 200deba Del Global Technologies Corp. and Mellon btee Services LLC.
Filed as Exhibit 4.1 to the Company’s RegistratBtatement on Form 8-A, dated September 10, 2001nancporated herein by
reference

Warrant Certificate of Laurence Hirschhorn. FiledExhibit 4.1 to Del Global Technologies Corp. Qedy Report on Forn
1C-Q for the quarter ended January 29, 2000 and incatgd herein by referenc

Warrant Certificate of Steven Anreder. Filed asiBitl.2 to Del Global Technologies Corp. QuarteéRgport on Form 10-Q for
the quarter ended January 29, 2000 and incorpohatexin by referenci

Warrant Certificate of UBS Capital S.p.A. datecbh®ecember 28, 1999. Filed as Exhibit 4 to DellsaloTechnologies Corj
Quarterly Report on Form -Q for the quarter ended January 29, 2000 and incatpd herein by referenc

Del Global Technologies Corp. Amended and Rest&tedk Option Plan (as adopted effective as of JgnLial994 and a
amended December 14, 20C

Stock Purchase Plan. Filed as Exhibit 4.9 to Det&bnics Corp. Annual Report on Form 10-K for ylear ended July 29, 1989
and incorporated herein by reference.
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Exhibit
Number

4.13

4.14

5
10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11*

Description of Document

Option Agreement, substantially in the form useddnnection with options granted under the Plaledrs Exhibit 4.8 to De
Electronics Corp. Annual Report on Forn-K for the year ended July 29, 1989 and incorporae@in by referenci

Option Agreement dated as of December 28, 1998dFRis Exhibit 4.2 to Del Global Technologies C&prrent Report on Form
8-K dated May 4, 2000 and incorporated herein byresfee.

Opinion of McDermott, Will & Emery (to be filed sabquently)

Amended and Restated Executive Employment Agreepfdrgonard A. Trugman effective as of August 1929Filed as Exhib
10.1 to Del Electronics Corp. Annual Report on Fdit-K for the year ended July 31, 1993 and incorporagzein by referenci
Amendment No. 1 to Amended and Restated Employdergement of Leonard A. Trugman, dated as of JOly1®94. Filed as
Exhibit 10.2 to Del Electronics Corp. Annual RepamntForm 10-K for the year ended July 30, 1994 iandrporated herein by
reference

Amendment No. 2 to Amended and Restated Employergement of Leonard A. Trugman, dated as of Selpéerh, 1994
Filed as Exhibit 10.3 to Del Electronics Corp. AahReport on Form 10-K for the year ended Julyl®®4 and incorporated
herein by referenct

Amendment No. 3 to Amended and Restated Employgrdement of Leonard A. Trugman, dated as of A28il 1998. Filed a
Exhibit 10.4 to Annual Report on Form-K for the year ended August 1, 1998 and incorparatrein by referenc
Amendment No. 4 to Amended and Restated Employigrégement of Leonard A. Trugman, dated as of M&th1999. Filed
as Exhibit 10.5 to Annual Report on Formr-K for the year ended July 31, 1999 and incorporatsein by referenci

Stock Purchase Agreement (related to the acquisitid/illa Sistemi Medicali S.p.A.) dated as of [@atber 28, 1999. Filed as
Exhibit 2.1 to Del Global Technologies Corp. CutrBeport on Form 8-K dated May 4, 2000 and inccapex herein by
reference

Lease Agreement dated April 7, 1992 between MessdRgalty and the Company. Filed as Exhibit 6(&)¢bElectronics Corp.
Quarterly Report on Form -Q for the quarter ended May 2, 1992 and incorpdrhtgein by referenc

Lease and Guaranty of Lease dated May 25, 1994eleetiveshow Enterprises and Bertan High Voltage Geited as Exhibit 2.
to Del Electronics Corp. Current Report on For-K dated June 10, 1994 and incorporated herein feyenece.

Lease dated January 4, 1993 between Curto Rey@aHdsich Inc. and Del Medical Imaging Corp. (fortgdmows as Gende
Del Medical Imaging Corp.). Filed as Exhibit 10®1the Del Global Technologies Corp. Registratitet&nent on Form S-2
(No. 33:-2991) dated April 30, 1997 and incorporated hebgimeference

Loan and Security Agreement dated June 10, 20GBeiprincipal amount of $10,000,000, between Deb@&@ Technologie
Corp., Bertan High Voltage Corp., RFI Corporatiom &el Medical Imaging Corp. (Borrowers) and Traneaca Business
Capital Corporation. The Company agrees to furaighplementally a copy of any omitted exhibits drestules to the
Commission upon request. Filed as Exhibit 99.0Cuorent Report on Form 8-K filed on November 4,2@@d incorporated
herein by referenct

Subordinated Promissory Note substantially in tirenfused for a total principal amount of $2 millissued in connection with
the settlement of the Class Action Lawsuit on Janaq, 2002
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Exhibit
Number

10.12*

10.13

10.14*

10.15*

10.16*

10.17*

10.18*
10.19*

10.20*

10.21

21*
23

Description of Document

Warrant Agreement substantially in the form usedl{600,000 warrants issued in connection withstiement of the Clas
Action Lawsuit on January 29, 20(

Executive Employment Agreement dated May 1, 20§1arxd between Del Global Technologies Corp. andughii. Park. Filed
as exhibit 99.1 to Form-K filed on August 1, 2001 and incorporated hergjimdference

Change of Control Agreement substantially in threnfeised by the Company for the current executifieers as named in ltem
11, except for Samuel E. Park (see Exhibit 10.

Extension and Modification Agreement (lease agregjrdated as of July 30, 2002 between Praediunalhaila LLC and De
Global Technologies

Grant Decree No. 0213 between the Ministry of Indud rade and Handicrafts and Villa Sistemi Medli&p.A. dated
September 6, 199!

Financial Property Lease Contract no. 21136 datactM30, 2000 between ING Lease (Italia) S.p.A. ditld Sistemi Medicali
S.p.A.

Declaration of Final Obligation between the Minystf Productive Industry and Villa Sistemi Medic8lip.A. dated May 6, 200

Private Contract between Banca Mediocredito S.mé\ \dilla Sistemi Medicali S.p.A. dated November1898 in the principe
amount of 3 billion Lire

Change of Control Agreement as approved by thedo&birectors on October 24, 2002, substantiailyhie form used by the
Company for the current executive officers as namdtém 11, except for Samuel E. Park (see ExHiBif.3).

Waiver and First Amendment to Loan and Securityekgnent dated as of November 1, 2002 among Del Glazhnologies
Corp., Bertan High Voltage Corp., RFI Corporatiom &el Medical Imaging Corp. (Borrowers) and Traneaca Business
Capital Corporation. Filed as Exhibit 99.02 to @mtrReport on Form-K filed on November 4, 200:

Subsidiaries of Del Global Technologies Corp.

Independent Audito’ Consen

*Filed as an exhibit to Annual Report on Form 10ikKd on November 14, 2002
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FINANCIAL STATEMENT SCHEDULE

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders of
Del Global Technologies Corp.
Valhalla, New York

We have audited the consolidated financial statésnefiiDel Global Technologies Corp. and subsid&as of August 3, 2002 and July 28,
2001, and for each of the three years in the pematbd August 3, 2002, and have issued our refpemtdn dated November 13, 2002 (which
report expresses an unqualified opinion and indwdeexplanatory paragraph relating to the resttéof the consolidated statement of
shareholders’ equity as of July 31, 1999), includisg@where in this Registration Statement. Ourtawd$o included the financial statement
schedule included elsewhere in this RegistratiateBtent. This financial statement schedule isespansibility of the Corporation’s
management. Our responsibility is to express aniopibased on our audits. In our opinion, suchrfaia statement schedule, when considered
in relation to the basic consolidated financiatestzents taken as a whole, presents fairly in atened respects the information set forth ther

/s/ DELOITTE & TOUCHE LLP

New York, New York
November 13, 200
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

Year Ended August 3, 200:
Allowance for doubtful accoun
Allowance for Obsolete and Excess Invent

Year Ended July 28, 2001
Allowance for doubtful accoun
Allowance for Obsolete and Excess Invent

Year Ended July 29, 200(
Allowance for doubtful accoun
Allowance for Obsolete and Excess Invent

Schedule 1l Valuation and Qualifying Accounts

-6

Balance at Charged to

Beginning of Costs and Balance at
Year Expense Deductions End of Year

$ 607 652 13< 1,125

$ 5,19¢ 552 2,32( 3,43(

$ 81t 46 254 607

$ 3,88¢ 3,42: 2,11% 5,19¢

$ 204 68C 69 81t

$ 79¢€ 3,161 71 3,88¢
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UNDERTAKINGS
The undersigned registrant hereby undertakes:

1) To file, during any period in which offers or sakr®e being made, a p-effective amendment to this registration staten
0] To include any prospectus required by section 18)&f the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or everitsray after the effective date of the registratsdstement (or the most recent
post-effective amendment thereof) which, individipak in the aggregate, represent a fundamentaigdan the information
set forth in the registration statement. Notwithstiag the foregoing, any increase or decrease lumw® of securities offered
(if the total dollar value of securities offered wd not exceed that which was registered) and awjation from the low or
high end of the estimated maximum offering rangg bereflected in the form of prospectus filed witle Commission
pursuant to Rule 424(b) if, in the aggregate, thenges in volume and price represent no more tt2@%achange in the
maximum aggregate offering price set forth in“Calculation of Registration F” table in the effective registration statem

(i) To include any material information with respecthie plan of distribution not previously disclosadhe registratior
statement or any material change to such informatidhe registration statemei

(2) That, for the purpose of determining any liabilityder the Securities Act of 1933, each such péfsttive amendment shall be deer
to be a new registration statement relating tostraurities offered therein, and the offering oftssecurities at that time shall be
deemed to be the initial bona fide offering ther:

3) To remove from registration by means of a -effective amendment any of the securities beingteged which remain unsold at t
termination of the offering

4) The undersigned registrant hereby undertakes folsognt the prospectus, after the expiration ofbfifering period, to set forth the
results of the offering and the terms of any subsatiamendment thereof. If any public offeringade made on terms differing from
those set forth on the cover page of the prospeatpes-effective amendment will be filed to set forth teems of such offering
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the Registrant has duly caused this Regiish Statement on Form S-1 to be
signed on its behalf by the undersigned, theredalp authorized, in the City of Valhalla, StateNédw York on February 7, 2003.

DEL GLOBAL TECHNOLOGIES CORP.

By: /s/ Samuel E. Park
Samuel E. Park

President and Chief Executive Officer

The undersigned directors and officers hereby @ostand appoint Thomas V. Gilboy and Samuel EkRand each of them with full power
act without the other and with full power of suhgibn and resubstitution, our true and lawful attgys-infact with full power to execute in o
name and behalf in the capacities indicated belosvRegistration Statement on Form S-1 and anyadirainendments thereto, including post-
effective amendments to this Registration Staterardtto sign any and all additional registraticatesnents relating to the same offering of
securities as this Registration Statement thafilaepursuant to Rule 462(b) of the Securities 81933, and to file the same, with all exhil
thereto and other documents in connection therewitih the Securities and Exchange Commission andly ratify and confirm that all such
attorneys-in-fact, or any of them, or their sulsés shall lawfully do or cause to be done by eithereof.

Pursuant to the requirements of the SecuritiesoA&B33, this Registration Statement has been digetow by the following persons in the
capacities and on the dates indicated.

Signature Title Date
s/ Samuel E. Park Director, President and Chief Executive Officer February 7, 20C
Samuel E. Par
[s/ Thomas V. Gilbo Chief Financial Office February 7, 20C
Thomas V. Gilboy
[s/ James M. Tierns Director February 7, 20C
James M. Tierna
[/s/ David Michael Director February 7, 20C
David Michael
/s/ Edgar J. Smith, J Director February 7, 20C

Edgar J. Smith, J
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Exhibit 23
INDEPENDENT AUDITORS’ CONSENT

To the Board of Directors and Stockholders of
Del Global Technologies Corp.
Valhalla, New York

We consent to the use in this Registration Stat¢matsting to 1,000,000 shares of Common Stock@f®obal Technologies Corp. on Form
S-1 of our report dated November 13, 2002 (whigoreexpresses an unqualified opinion and includesxplanatory paragraph relating to the
restatement of the consolidated statement of shitels’ equity as of July 31, 1999), appearindghi@ Prospectus, which is a part of this
Registration Statement, and of our report datedeNtber 13, 2002 relating to the financial statensehedule appearing elsewhere in this
Registration Statement.

We also consent to the reference to us under thdifg “Experts” in such Prospectus.
/s/ DELOITTE & TOUCHE LLP

New York, New York
February 7, 2003
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