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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

FOR ANNUAL AND TRANSITION REPORTS PURSUANT
TO SECTIONS 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(dFOrHE SECURITIES
EXCHANGE ACT OF 1934
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OR
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EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 0-3319

DEL GLOBAL TECHNOLOGIES CORP.

(Exact Name of Registrant as Specified in Its Ghrart

New York 13-178430¢
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(Address of Principal Executive (Zip Code)
Offices)

Registrant’s telephone number, including area ¢6dd) 686-3600
Securities registered pursuant to Section 12(hefct:

Title of each class Name of each exchange on which regist
None None

Securities registered pursuant to Section 12(ghefAct:

Common Stock, $.10 par value (“Common Stock”)

(Title of Class)

Indicate by check mark whether the Registtanhas filed all reports required to be filed scson 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the Registrant was reduadile such reports), and (2) has been
subject to such filing requirements for the past@g@s. Yes [X] No[ ]

Indicate by check mark if disclosure of delieqt filers pursuant to Item 405 of Regulatic-K is not contained herein, and will not



contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part 11l of this
Form 10-K or any amendment to this Form 10-K. [X]

Indicate by check mark whether the registiaiain accelerated filer (as defined in ExchangeRde 12b-2). Yes[ ] No [X]

State the aggregate market value of the vatimhnon-voting common equity held by non affilsat®mputed by reference to the price at
which the common equity was last sold, or the ayeitsd and asked prices of such common equityf #eedast business day of the
registrant’s most recently completed second figcalrter.
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The aggregate market value of the registrant’s comstock held by non-affiliates of the RegistrambéFebruary 1, 2003, was
$41,039,797.50. Solely for the purposes of thisudation, shares held by directors and executifieest of the Registrant have been
excluded. Such exclusion should not be deemedeardigtation or an admission by the Registrant thahsndividuals are, in fact, affiliates
the Registrant.

Indicate the number of shares outstandingaohef the registrant’s classes of common stockf #se latest practicable date.
As of October 14, 2003, there were 10,332 &#8es of the registrant’'s common stock outstanding
DOCUMENTS INCORPORATED BY REFERENCE

Items 10, 11, 12 and 13 of Part lll incorperhy reference information from the registrant'sxyr statement to be filed with the Securities
and Exchange Commission in connection with theciation of proxies for the registrant’s 2004 Anhiveeting of Stockholders.
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PART |
ITEM 1. BUSINESS

Del Global Technologies Corp., a New York aogiion, was incorporated in 1954. Unless othenspseifically indicated, “Del Global”,
the “Company,” “we,” “our,” “ours,” and “us” refer® Del Global Technologies Corp. and its consaéidasubsidiaries. We are a leader in
developing, manufacturing and marketing medicalgimg equipment and power conversion subsystemsamgponents worldwide. Our
products include stationary and portable medicadjdostic imaging equipment; high voltage powereayst and electronic systems and
components such as electronic filters, transforraatscapacitors.

OPERATING SEGMENTS

The operating businesses that we report anesetg consist of the Medical Systems Group andPtveer Conversion Group. For fiscal
2003, the Medical Systems Group segment accounteapproximately 57% of our revenues and the P@egversion Group segment
accounted for approximately 43% of our revenues.ddusolidated financial statements include a nperating segment which covers
unallocated corporate costs. None of our custontersther the Medical Systems Group or the Powam@rsion Group accounted for more
than 10% of consolidated revenues nor is eithemsay dependent upon a single customer or a fevoimess, the loss of any one or more of
which would have a material adverse effect on sagment. For further information concerning ourrapipg segments, see Note 8 in the
Notes to Consolidated Financial Statements in IRdtem 8 of this Annual Report on Form-K for the fiscal year ended August 2, 2003
(this “Annual Report”). Our operating segments andinesses are summarized in the following table:

Division Brands Subsidiaries Facilities

Medical Systems Group:

Medical Imaging Del Medical, Villa, Del Medical Imaging Corp. Franklin Park, IL
UNIVERSAL, DynaRac

Villa Sistemi Medicali S.p.A. Milan, Italy
(80% owned

Power Conversion Group:

High Voltage Power Del High Voltage, Bertan Bertan High Voltage Corp. Valhalla, NY
High Voltage, DynaRad Hicksville, NY
(Until 2003)
Electronic Systems RFI, Filtron, Sprague, RFI Corporation Bayshore, NY
& Components Stanley

MEDICAL SYSTEMS GROUP

Our Medical Systems Group designs, manufasfunarkets and sells medical imaging and diagnsgstems consisting of stationary and
portable imaging systems, radiographic/
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fluoroscopic systems, dental imaging systems anamagraphy systems. Approximately 53% of this segime@avenues are attributed to
Villa Sistemi Medicali S.p.A. (“Villa").

Medical imaging systems of the types we martufa use x-ray technology to produce images ofenheneath an opaque surface. An
imaging system principally consists of a high vgétgoower supply, an x-ray tube, a patient positigrsystem, and an image recording
system, which is either film or a digital detect&rrays are generated as a result of high voltagegoapplied to the x-ray tube.

The performance of the x-ray system, includingge resolution, is directly linked to the prémmsperformance of the high voltage power
supply. The object to be imaged is placed betwkeniray tube and the image recording system. X%;rafich are not reflected by opaque
surfaces, pass through the object and exposelth@fimage recording system. However, if the objecomprised of areas of varying
densities or chemical compositions, x-rays willdiisorbed in proportion to the density or chemiocahgosition of the matter. As a result, the
film will be exposed to a varying degree, therebydoacing an image of the density or chemical vamnatvithin the object. For example,
because bone has a greater density than the sdinguissue in the body, x-rays can be used toymredn image of a skeleton.rgy system
are differentiated by a number of key charact@sstuch as image resolution, accuracy, portabdling and cost. The design of an x-ray
system requires complex engineering, which detesmihe performance factors required of the varsyssem components.

This segment designs, manufactures, marketsells medical imaging and diagnostic systemsdwade in the following markets:

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

Orthopedic Facilitie:

Our medical imaging systems are sold undebile Villa, UNIVERSAL, and DynaRad brand nameseTgrices of our medical imaging
systems range from approximately $5,000 to $250p@0Q0unit, depending on the complexity and flexipibf the system. The following is a
description of our product lines in this segment.

PRODUCTS

General Radiographic SystemFor more than 100 years, conventional projeatiaiiography has used film to capture X-ray images.
Conventional technology requires that X-ray filméxgoosed and then chemically processed to creasibée image for diagnosis.

General Radiography represents approximatdy 460% of the Medical Systems Group’s revenu@g&dding on the product mix within
each period. We produce a broad line of conventi@thographic products used in outpatient faeiitias well as more

-
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sophisticated and expensive X-ray systems typiaad in hospitals and clinics. For example, oghéi-end DRV system is designed to
meet the broad requirements of a hospital or tegctniversity’s radiographic room, while our midigge Del Medical and Villa Medical
systems are suited more to the needs of smallgithtss outpatient clinics and private practitioner

We also have a broad range of products semiegjcal practitioners, veterinarians and chirofmacthrough our UNIVERSAL brand
product line. These units are designed for duttgbiire space efficient, rugged and are priced rmoomomically. Our UNIVERSAL medical
products include a variety of configurations tha de constructed to best suit the needs of theedesork environment. Our UNIVERSAL
VetTek veterinary line of products are designedwiiany of the same attributes as the medical Gng.UNIVERSAL chiropractic line,
consisting of our ChiroEZ and Raymaster produatlgine precision alignment and positioning with asegile chiro imaging system.

During fiscal 2003, we expanded our productfpbio with a new digital radiographic offeringdmded under the DRV product line. This
new system enables radiologists to obtain bettiéemamages within a fraction of the time and wliblver overall costs than traditional film-
based systems.

We also produce a full product line of higaduency medical x-ray generators which economigathyide superior quality x-ray
generation, resulting in lower patient dosage, redke tube life and less blurring due to patientiomtvhen compared to single phase
generators.

Radiographic/Fluoroscopic SystemsWe produce a wide range of radiographic/ fluoopsc, or R/F, systems able to perform complex x-
ray analyses with contrast liquids for sequentigges. Our Vision, Mercury and Symphony systemisidtectilting tables for the patient bei
x-rayed. These tables can be used easily withalligitaging systems. R/F systems are often usedidggnostic gastrointestinal procedures to
image the progress of a radiopaque solution (tyipibarium) as it travels through the digestivectr&Remote Controlled R/F tables (Mercury
and Symphony) are also widely used, in connectiith @ur digital acquisition system DIVA, to perfonmmeal time angiographic examinations.

Portable Medical X-Ray SystemsWe sell portable x-ray equipment under our DyrthBr@and HFL10A and PHANTOM systems, for t
Military and Home Health Care Provider markets.Bot these portable systems utilize high frequentgroprocessocontrolled technolog
to produce consistent quality x-rays with the addédantages of being smaller, lighter in weight amate cost-effective than stationary x-ray
systems.

Dental Systems We produce a broad range of DC and AC powered-imal (commonly known as bite wing) x-ray systemsaddition,
our Rotograph Plus and Strato-2000 systems aieadtito perform panoramic images for dental apfibca. The most recent addition to the
dental product line is a Direct Digital versionStfato 2000, which captures panoramic images tijractligital format and can be connected
to a PC for image reviewing and post-examinatiatessing.

Mammography Systems We currently resell the Melody system principallytside of the U.S. The Melody unit is manufaactuoy a
European-based manufacturer and although we hakasére use of the “Melody” name, our supplier nedsgka similar product in several
competing markets. In addition, we also resell alsemount of other European manufactured mammdgrapstems in the U.S. on a non-
exclusive basis.
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Marketing and Distribution: Our medical imaging systems are sold in the U.8.fareign countries, principally by a network ofesv
200 distributors worldwide. Medical imaging systedistributors are supported by our regional marmagaoduct line managers and techn
support groups, who train distributor sales persband participate in customer calls. Technicalpsupin the selection, use and maintenance
of our products is provided to distributors andfpssionals by customer service representativesaldéemaintain telephone hotlines to
provide technical assistance to distributors amdgssionals during regular business hours. Addiipnoduct and distributor support is
provided through participation in medical equipmexiibitions and trade advertising. We typically#sit our products at annual conferen
including the Radiological Society of North Amenic&onference in Chicago, the MEDICA Medical Confaxein Disseldorf, Germany, the
European College of Radiology Conference in Viedagstria, and the International Dental Show (ID$ologne, Germany.

Raw Materials and Principal Suppliers: The Medical Systems Group in most cases usestwuore alternative sources of supply for
each of its raw materials, which consist primaofynechanical subassemblies, electronic compone#ts) tubes and x-ray generators. In
certain instances, however, the Medical Systems&vall use a single source of supply when diredtgd customer or by need. In order to
ensure the consistent quality of the Medical SysBnoup’s products, the Company follows strict sigapgévaluation and qualification
procedures, and where possible, enters into steapagtnerships with its suppliers to assure ainairtg supply of high quality critical
components.

With respect to those items which are purcthdisen single sources, we believe that comparabtas would be available in the event that
there was a termination of our existing businekgiomships with any such supplier. Actual expecigould differ materially from this belief
as a result of a number of factors, including tiretrequired to locate an alternate source fontheerial.

Competition: Based on industry data, we believe our Medical @ystGroup is the largest supplier, measured byenahare, 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-tieveational radiographic products are
sold through multi-hospital buying networks, geh@@chasing organizations and major independesttidutors. The three major
competitors in this market segment are GE Medigate®ns, a division of General Electric Companyng&ies Medical Solutions, a division
Siemens AG and Philips Medical Systems, a divisibKoninklijke Philips Electronics N.V. and theymmpete with us on customer support,
features and breadth of product offerings. Thegpelacompetitors primarily sell directly to largedpitals and teaching institutions and sell a
broader range of products designed to outfit a italspentire imaging requirements.

Our lower-tier conventional radiographic protiuprincipally compete with ten or fewer small ganies based primarily in the U.S. and
Europe. Most of these companies sell through indéet distributors and compete with us primarilypoice, quality and performance. We
believe that we can be differentiated from our cetitprs based on our combination of price, qualitgd performance, together with the
strength and breadth of our independent distrilbutietwork, and the variety of our product portfolio
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The markets for our products are highly corntipetand subject to technological change and amglindustry requirements and standards.
We believe that these trends will continue intoftiveseeable future. Some of our current and piailesimpetitors have substantially greater
financial, marketing and other resources than weAda result, they may be able to adapt more dyicknew or emerging technologies and
changes in customer requirements, or to devoteagressources to the promotion and sale of theidpets than we can. Competition could
increase if new companies enter the market origitiexy competitors expand their product lines aemsify efforts within existing product
lines. Although we believe that our products areemmst-effective than those of our primary contpedi certain competing products may
have other advantages which may limit our markber& can be no assurance that continuing improvisnregurrent or new competing
products will not make them technically equivalensuperior to our products in addition to proviglitost or other advantages. There can be
no assurance that our current products, producterwevelopment or ability to introduce new produetil enable us to compete effectively.

Product Development:It is generally accepted that digital radiograplilf eecome the dominant technology used in hospiaald
imaging clinics throughout the world over the ng@tto 15 years. Currently, there are a number ofpaiing technologies available in
connection with the digitization of x-ray images.dddition, there are substantial hurdles whicldriedoe addressed in terms of transitioning
radiology practices from the current analog envinent to a digital environment. These ancillary éssinclude image storage and retrieval
and record keeping. However, due to the high cbttie technology, many institutions have not yadpted digital technology. In addition,
there is uncertainty as to which technology sysigiinbe accepted as the industry-leading protooolifnage digitization and communication.

Consequently, our current research and dem@op spending is focused primarily on enhancingexisting conventional radiographic
products while we study the developments in th@aligharketplace. We believe these studies wilphed to assure the investments we make
in this area are appropriate. Spending for reseamdndevelopment for our Medical Systems Group apgsoximately $1.6 million,
$1.4 million and $1.6 million during fiscal year8@, 2002 and 2001, respectively.

We currently have two digital radiographicug@ns and are committed to expanding our sele¢tianclude a wider range of low-cost
offerings for customers. While many of our commetthave invested heavily into developing a digittiector, we have chosen to align with
technology leaders who have already made digitedstments and could benefit from our X-Ray platfaiesign, our systems integration
capabilities and our worldwide dealer network. Tétisitegy also accelerates our time-to-market natlv digital solutions and avoids the
significant development costs being incurred by aampetitors.

Trademarks and Patents:The majority of the Medical System Grosgiroducts are based on technology that is noégied by patent «
other rights. Within the Medical System Group, airof our products and brand names are protegtéchiemarks, both in the U.S. and
internationally. Because we do not have patentsighour products, our technology may not preclodmhibit competitors from producing
products that have identical performance as owtymrts. Our future success is dependent primarilhertechnological expertise and
management abilities of our employees and the gtinesf our relationship with our worldwide dealetwork.
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Government Regulation: Our medical imaging systems are medical devicestaedefore, are subject to regulation by the B&d and
Drug Administration (the “FDA”) and to regulatioly ioreign governmental authorities. We also argextttio state and local regulation.
Regulatory requirements include registration asaaufacturer, compliance with established manufaajuysractices, procedures and quality
standards, strict requirements dealing with thetgakffectiveness and other properties of the yetsd conformance with applicable industry
standards, product traceability, adverse eventrtieygo distribution, record keeping, reporting, qirance with advertising and packaging
standards, labeling, and radiation emitting queditof these products. Failure to comply can réspuimong other things, the imposition of
fines, criminal prosecution, recall and seizur@mfducts, injunctions restricting or precluding guotion or distribution, the denial of new
product approvals and the withdrawal of existingdurct approvals.

FDA's Pre-market Clearance and Approval Requirement

In the U.S., medical devices are classifigd three different categories over which the FDAl&gs increasing levels of regulation: Clas
Class Il, and Class Ill. The FDA has classifiedo@lbur products as Class Il devices. Before a 6¢ass Il device can be introduced into the
U.S. market, the manufacturer must obtain FDA eleree or approval through either premarket notiicatinder Section 510(k) of the
Federal Food, Drug, and Cosmetic Act, or a premtagproval under Section 515 of that Act, unlegsgtoduct is otherwise exempt from the
requirements.

A Section 510(k) premarket notification mushtain information supporting the claim of subsi@requivalence, which may include
laboratory results or the results of clinical sasliFollowing submission of a 510(k) applicatiomanufacturer may not market the device
until the FDA finds the product is substantialljua@lent for a specific or general intended useARrarance generally takes from four to
twelve months, may take longer, and there is norasse the FDA will ultimately grant a clearanceeTFDA may determine that a device is
not substantially equivalent and may require subimisand approval of a premarket approval appboatdr require further information
before it is able to make a determination regardingstantial equivalence.

After a device receives 510(k) clearance,mogification made to the device requires the mastufar to determine whether the
modification could significantly affect its safaty effectiveness. If it does not, the manufactwdecision must be documented. If the
modification could significantly affect the devisesafety and effectiveness, then the modificatamuires at least a new 510(k) clearance or,
in some instances, could require a premarket aphrdfie FDA requires each manufacturer to maked&iermination, but the FDA can
review any manufacturer’s decision. If the FDA disges with a manufacturer’s decision, the agency me@oactively require the
manufacturer to seek 510(k) clearance or premaugtoval. The FDA also can require the manufactioreease marketing the modified
device or recall the modified device (or both) LB1i0(k) clearance or premarket approval is obthivge have made minor modifications to
our products and, using the guidelines establiflyethe FDA, have determined that these modificatida not require us to file new 510(k)
submissions. If the FDA disagrees with our deteatiams, we may not be able to sell one or moreuofpooducts until the FDA has cleared
new 510(k) submissions for these modifications.

All of our products to date have met the appeie FDA requirement for marketing, either beeatley were exempt from submission or
through 510(k) clearance. We continuously evaloateproducts for any required new submission f@nges or modifications.
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Pervasive and Continuing FDA Regulatio

Numerous FDA regulatory requirements applguoproducts as well as to components manufactuyesbme of our suppliers. These
requirements include:

. the FDA's quality system regulation which requires manufia@ss to create, implement and follow numerousgiegesting, contra
documentation and other quality procedures;

. Medical device reporting regulations, which reguhat manufacturers report to the FDA certairetypf adverse and other events
involving their products

Class Il devices may also be subject to speoiatrols, such as performance standards, masket surveillance, patient registries and F
guidelines that may not apply to Class | devicas: @oducts are currently subject to FDA guidelif@as510(k) cleared devices and are not
subject to any other form of special controls. Véédve we are in compliance with the applicable FfpAdelines, but we could be requirec
change our compliance activities or be subjecthermspecial controls if the FDA changes its erigtiegulations or adopts new requirements.

We and some of our suppliers are subjectdpdotion and market surveillance by the FDA to rieit@e compliance with regulatory
requirements. If the FDA finds that either we @ugplier have failed to adequately comply, the ageran institute a wide variety of
enforcement actions, ranging from a public warréiter to more severe sanctions such as: finasndatijons 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 neadpcts; the withdrawal of 510(k) clearance or pmekat approval already granted; and
criminal prosecution.

The FDA also has the authority to require irgpaplacement or refund of the cost of any mddieaice manufactured or distributed by us.
Our failure to comply with applicable requiremeotaild 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 indusirg,are subject to extensive and frequently changggglation 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 licehae a medical product manufacturing site by tatesif lllinois and is subject to periodic
state regulatory inspections. Our health care semiovider customers are also subject to a widetyaof laws and regulations that could
affect the nature and scope of their relationshiipis us.

Foreign Government Regulation

Our products are also regulated outside ti$e & medical devices by foreign governmental agensimilar to the FDA, and are subjec
regulatory requirements, similar to the FDA's, e ttountries in which we plan to sell our produé¥e work with our foreign distributors to
obtain the foreign regulatory approvals necessardrket our products outside of the U.S. In certaieign markets, it may be necessary or
advantageous to obtain ISO 9001 certification, Whscanalogous to compliance with the FDA’s GoochMfacturing Practices requirements.
We have obtained ISO 9001 certification for albaf medical systems manufacturing facilities. Tiheetand cost
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required to obtain market authorization from otb@untries and the requirements for licensing a pebth another country may differ
significantly from FDA requirements.

No assurance can be given that the FDA oidoreegulatory agencies will give the requisite mywals or clearances for any of our med
imaging systems and other products under developarea timely basis, if at all. Moreover, afteraiance is given, both in the case of our
existing products and any future products, thesmegs can later withdraw the clearance or requsr® change the system or our
manufacturing process or labeling, to supply adddl 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, manufasfunarkets and sells high voltage power conversistems and electronic noise
suppression components for a variety of applicatidimese products are utilized by original equiphmeanufacturers “OEMs” who build
systems that are used in a broad range of maxatsproducts are sold under the following industrgnds: Del High Voltage, Bertan High
Voltage, DynaRad, RFI, Filtron, Sprague and Stariléys segment has two divisions: High Voltage Poarel Electronic Systems and
Components.

Approximately 70% of this segment’s revenuesadtributed to our high voltage power divisiorur@igh voltage systems are offered in
standard or custom designed configurations, prignéot security, medical, scientific, military andustrial OEM applications. Output
voltages from 500V to 200kV, and power from 1W @k®/ are available in modular, bench-top and rackimi@onfigurations. High voltage
power conversion systems transform commerciallylabvie AC power into very stable, high voltage D@r, tailored for a wide range of
sophisticated electronic devices including explesietection, medical equipment and semiconductowfaaturing equipment. In these
applications, slight variations in the high voltagmirce would significantly degrade the performamicthe system.

Our electronics systems and components dividesigns and manufactures key electronic comperseith as transformers, noise
suppression filters and high voltage capacitorsifa in precision regulated high voltage applicetidNoise suppression filters and
components are used to help isolate and reduagléhtromagnetic interference (commonly referredsdnoise”) among the different
components in a system sharing the same poweresdtxemples of systems that use our noise supprepedducts include aviation
electronics, mobile and land-based telecommunicatystems and missile guidance systems.
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The Power Conversion Group provides subsystamdsomponents which are used in the manufacfyreoducts for security, medical,

military and industrial applications as follows:

Power Conversion Group Markets Served

High Voltage Power Divisior

Security
Airport Explosive Detection
Systems
Explosive Trace Detectic
X-Ray Baggage Inspectic
Medical
Radiation Oncolog
CT Scanning
Magnetic Resonance Imaging
(“MRI™)
Bone Densitometr
Positron Emission Tomography
(“PET") Scanning
Blood Analysis
Laser / Military
CRT Display
Radar

Electronics Systems & Components Divisi

Military
Guidance & Weapons Systel
Communication:
Commercial
Power System
Telecommunication
Satellite
Meteorologica

PRODUCTS

Security Applications-

Analytical Instrumentation
Mass Spectromett
Capillary Electrophoresi
Spectroscop'

X-Ray Diffraction

Semiconductor
lon Implantatior
Mask Repalil
X-Ray Inspectior
E-Beam Lithography

High Powered E-Beam
Sterilization

Non Destructive Testing
Food Inspectiol
PC Board Inspectio
Structural Inspectio

Industrial
Induction Heating
Automotive
Capital Equipmen
Medical
Radiation Oncolog'
MRI

The security market we address is comprisétiree components: Explosive Detection Systems §BDExplosive Trace Detection
(“ETD”) and X-Ray Baggage Inspection. EDS refershie FAA-approved, CT-based (commonly known as GA&dn), baggage inspection
equipment used in airports for the automatic detecif explosives in checked baggage. The ETD ma#gment includes machines used in
airports to detect vapors and residues of explssiveluggage and parcels. ETD machines are legensie and take up much less room than
EDS machines do, but they are less sensitive asdalecurate in detecting explosive materials.

The X-Ray Inspection market consists of vagitypes of technologies used in the inspectionrofait carry-on and check-in baggage, as
well as cargo and freight. Areas of use for X-Ragplection Equipment include airports, corporatédngs, cruise ships,
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currency printers, customs, embassies, entertainmevernment buildings, hazardous materials, jailail rooms, schools and transportation.

In addition to the increased demand for thsducts in the U.S., there has also been an isedefocus on aviation security outside the
U.S. This demand is expected to continue to groma® countries around the world attempt to redbiederroristic threats associated with
commercial flight.

Medical Applications -Our high voltage power supplies deliver preciselyulated output power while operating over a veigewange
of temperatures, altitudes, humidity, shock andatibn conditions. We have designed power suppiiasdeliver power over a range from
several watts up to 60 kilowatts with output votagnging from hundreds of volts up to several heddhousand volts. Operating
frequencies range from 60 hertz up to 100 kilohdrtese subsystems are integrated into equipmeAd scans, MRI, bone densitometry,
radiography, blood analysis, laser surgery, nuaieagdicine and PET scanning.

Military Applications —Through our relationships with many of the fedg@arernment’s top defense suppliers, such as RaytlBaring,
Lockheed Martin and Northrop Grumman, we supphhhigltage subsystems and electronic componentsgafious classified and
unclassified programs including radar systems,auid systems, weapons systems and communicatiirogies.

Industrial Applications —Our high voltage power subsystems are used in reaujng-edge high technology scientific and indastr
applications by OEMs, universities and private aesk laboratories. Some industrial applicationsgi$iigh voltage subsystems include DNA
sequencing, molecular analysis, printed circuitri@aspection, structural inspection, food and retgfilization and semiconductor capital
equipment.

Marketing, Sales and Distribution: We market our Power Conversion Group products tjfidn-house sales personnel, independent
sales representatives in the U.S., and interndtaments in Europe, Asia, the Middle East, CanAdatralia and South Africa. Our sales
representatives are compensated primarily on a éssion basis and the international agents are cosgped either on a commission basis or
act as independent distributors. Our marketingreffemphasize our ability to custom engineer prtsltacoptimal performance specificatio
We emphasize team selling where our sales repesars, engineers and management personnel all twgdther to market our products. '
also market our products through catalogs and fadeals and participation in industry shows.

Raw Materials and Principal Suppliers: The Power Conversion Group in most cases usestwuore alternative sources of supply for
each of its raw materials, which consist primagfyelectronic components and subassemblies, maetddsures for its products and certain
other materials. In certain instances, howeverPihwer Conversion Group will use a single sourceupiply when directed by a customer or
by need. In order to ensure the consistent qualitiie Power Conversion Growgproducts, the Company performs certain supplietuatior
and qualification procedures, and where possiloigre into strategic partnerships with its supplterassure a continuing supply of high
quality critical components.
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With respect to those items which are purcthdisen single sources, we believe that comparabtas would be available in the event that
there was a termination of our existing businekgiomships with any such supplier. Actual expecgould differ materially from this belief
as a result of a number of factors, including theetrequired to locate an alternate source fontheerial.

Competition: Our Power Conversion Group competes primarily vigtlier than 10 small, privately owned suppliers ighhvoltage powe
supplies and electronic systems and components Buw perspective, competition is primarily basedceach companies’ design, service and
technical capabilities, and secondarily on pricecl&ding the OEMs that manufacture their own cormgras, based on market intelligence we
have gathered, we believe that we are among thevopr three in market share in supplying theselpcts.

The markets for our products are highly contipetand subject to technological change and amglindustry requirements and standards.
We believe that these trends will continue intoftiveseeable future. Some of our current and piailesimpetitors 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 devotdaressources to the promotion and sale of theidgets than we can. Competition could
increase if new companies enter the market origitiexy competitors expand their product lines aemmsify efforts within existing product
lines. Although we believe that our products areermst-effective than those of our primary contpedi certain competing products may
have other advantages which may limit our markbker& can be no assurance that continuing improvesnireurrent or new products will
not make them technically equivalent or superiavio products in addition to providing cost or athdvantages. There can be no assurance
that our current products, products under developrmeour ability to introduce new products willadsle us to compete effectively.

Product Development:We have an ongoing research and development pragraar Power Conversion Group. Our technical and
scientific employees are generally employed in eegiing departments at our business units, andtkeir time, depending on business mix
and their own technical background, between supmpexisting production and development and reseafforts for new product variations
or new customer specifications. We develop cerain products as standard products for the indastigrge after we have evaluated their
potential. These products include standardized hidgtage, high frequency rack mounted power supied associated modules for use as
precision test equipment by industrial laboratgrigsversities and research facilities. Researchdmvelopment spending for the Power
Conversion Group was $0.6 million, $1.5 million &3 million in fiscal years 2003, 2002 and 20@kpectively. Fiscal 2003 expenditures
were lower because our technical and scientificleyges were focused on the operational issuesndatiolating the Hicksville facility
production into our Valhalla plant and reshaping production and quality practices at our Baystplaat.

Trademarks and Patents:The majority of the Power Conversion Grosiproducts are based on technology that is notgted by pater
or other rights. Within the Power Conversion Groegxtain of our products and brand names are peatday trademarks,
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both in the U.S. and internationally. Because waalchave patent rights in our products, our tetdgomay not preclude or inhibit
competitors from producing products that have idahperformance as our products. Our future sieisedependent primarily on the
technological expertise and management abilitiesuofemployees.

Government Regulation:We are subject to various U.S. government guidslare regulations relating to the qualificatioroaf non-
medical products for inclusion in government-quetifproduct lists in order to be eligible to re@epurchase orders from a government
agency or for inclusion of a product in a systenicllwill ultimately be used by a governmental agee have had many years of
experience in designing, testing and qualifying praducts for sale to governmental agencies. Gegavernment contracts are subject to
cancellation rights at the Government'’s electiore Neve experienced no material termination of amseghment contract and are not aware
of any pending terminations of government contracts

In March 2002, RFI Corporation, our Electro8igstems and Components subsidiary (“RFI”) wasesbaysubpoena in connection with an
investigation by the U.S. Department of Defense(D). See Part |, Item 3, “Legal Proceedings” aétAnnual Report.
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SEASONALITY

Revenue in both operating segments is typgidaler during the first quarter of each fiscal ydae to the shutdown of operations in our
Milan, Italy (Medical Systems Group) and Bayshdtew York (Power Conversion Group) facilities forpaf August as a result of both
vacation schedules and year-end physical inverstaieaddition, our Valhalla, New York (Power Corsien Group) location typically shuts
down for several days in August for the taking eéyend physical inventories.

BACKLOG

Consolidated backlog at August 2, 2003 was3#g#6llion versus backlog at August 3, 2002 of apfimately $31 million. Backlog in the
Power Conversion Group at August 2, 2003 was $iifllibn versus backlog at August 3, 2002 of appnaxiely $23.7 million. The decline
backlog from beginning of year levels is mostlyihtitable to high shipments of EDS orders. Baclifothe Medical Systems Segment at
August 2, 2003 was $8.6 million versus backlog agést 3, 2002 of approximately $7.6 million witltieases at both operating units.
Substantially all of the backlog should resultlipsnents within the next 12 months.

EMPLOYEES

As of August 2, 2003 we had 462 employeesbélmve that our employee relations are good. Nreur approximately 338 U.S. based
employees are represented by a labor union. Emmayby functional area as of August 2, 2003 isodlews:

Executive 6
Administration 33
Manufacturing 324
Engineering 49
Sales and Marketin 50
Total 462

|

SUBSEQUENT EVENT

On October 10, 2003, the Company announcedgheintment of Walter F. Schneider as PresidethiGhief Executive Officer to replace
Samuel E. Park, effective as of such date.
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RISK FACTORS

Prospective investors should carefully consille following risk factors, together with the ettinformation contained in this Annual
Report, in evaluating the Company and its busibe$sre purchasing our securities. In particulanspective investors should note that this
Annual Report contains forward-looking statemenithiw the meaning of Section 27A of the Securitdes and Section 21E of the Exchange
Act and that actual results could differ materidittym those contemplated by such statements. Tdierflisted below represent certain
important factors which we believe could cause seshlts to differ. These factors are not intenepresent a complete list of the general
or specific risks that may affect us. It shouldreeognized that other risks may be significantspn#ly or in the future, and the risks set forth
below may affect us to a greater extent than iridita

RISKS RELATED TO THE COMPANY’S PAST FAILURE TO COMP LY WITH THE UNITED STATES SECURITIES LAWS
AND OTHER INVESTIGATIONS AND LITIGATION

Our failure to settle our ongoing enforcement actin could have a negative impact on our business.

On December 11, 2000, the Division of Enforeatof the U.S. Securities and Exchange Commig$®BC”) issued a formal Order
Directing Private Investigation (the “SEC Orderdgsignating SEC officers to take testimony and irgggithe production of certain
documents, in connection with matters giving ris¢hie need to restate our previously issued firustatements, specifically for the fiscal
years 1997 through 1999 and the first three quadkfiscal 2000

We have reached an agreement in principle thigtStaff of the SEC to settle the SEC’s claimairegt us. The settlement will include a
penalty of up to $400,000, and issuance of an atjan against any future violations of the antiftaperiodic reporting, books and records
and internal accounting control provisions of thddral securities laws. The proposed settlementhmaubject to, among other things, any
necessary future restatement of our historicahfire statements or other material adjustments.dgament is not aware of any restatements
or adjustments required with respect to the finalrgtiatements filed with the SEC since April 20@Raddition, the proposed settlement will
require approval by the SEC and by the approptiag District Court. We can give no assurance tiiatproposed settlement will be
approved by either the SEC or the appropriate Di§rict Court, or that the terms will not be chadg

Although we have not reached a binding agre¢mvéh the SEC on this settlement proposal, mamege believes that this agreement in
principle is a reasonable basis on which it can aetimate the financial impact of this SEC invediign. As a result, we recorded a charge in
the fourth quarter of fiscal 2002 related to ttgsement in principle with the SEC staff, plus assied legal costs. If we are not able to reach
an acceptable settlement with the SEC, we may iswhistantial additional penalties and fines. SeelPkem 3, “Legal Proceedings” of this
Annual Report.

Our common stock has been delisted from the NASDA®ational Market and we cannot predict when or if eer it will be listed on any
national securities exchange.

Our common stock was suspended from tradindp@Masdag National Market in December 2000. @apecing information on our
common stock has been available in the “pink sheeilslished by National Quotation Bureau, LLC. Tipink sheets” is an
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over-the-counter market which generally providgmi§icantly less liquidity than established stockcleanges or the Nasdaqg National Market,
and quotes for stocks included in the “pink sheats’not listed in the financial sections of nevpsya. Therefore, prices for securities traded
solely in the “pink sheets” may be difficult to abt, and shareholders may find it difficult to ré#feeir shares. In order to be listed, we will
need to meet certain listing requirements. Therebgano assurance that we will be able to meet kstalg requirements.

The DOD is investigating part of our Power Conversin Group business, which could result in loss of lminess and monetary fines.

On March 8, 2002, our subsidiary, RFI, parbof Power Conversion Group segment, was servddarsubpoena by the U.S. Attorney for
the Eastern District of New York in connection wéh investigation by the DOD. RFI supplies noisgpsassion filters for communications
and defense applications. RFI's total businesswatted for approximately $12 million of our revenuegach of fiscal 2003 and fiscal 2002.

In June 2003, the Company was advised thdt/tBe Government is willing to enter into negotia$ regarding a comprehensive settler
of the ongoing DOD investigation of RFI. We belidhat a potential comprehensive settlement willide the Company’s pleading guilty to
certain criminal charges, and agreeing to pay tefirges and restitution to the Government in aroant which could be material to the
Company. Prior to the preliminary discussions wlith U.S. Government in June 2003, we had no bagstimate the financial impact of this
investigation. Based on preliminary settlementukstons with the U.S. Government, discussions thighCompany’s legal advisors,
consideration of settlements reached by othergsaiti investigations of this nature, and considematf the Company’s capital resources,
management had then developed an estimate ofwherld of the potential range of the financial imp&ccordingly, during the third quarter
of fiscal 2003, the Company recorded a charge @4F2000, which represents its estimate of thedad of a range of potential fines and
legal and professional fees. In October 2003, basatiscussions with the U.S. Government, the Caomyppaas advised that the U.S.
Government is currently seeking up to approxima$&ymillion in the fines and restitution portionary comprehensive settlement. The
Company is continuing to negotiate with the U.Sv&ament regarding a comprehensive settlemenydiad the amount of such fines.

The Company believes that any settlement coalge the DOD to seek to limit the ability of empany to do business with U.S.
Government entities. Such limitations could inclséeking a “debarmentr exclusion from doing business with U.S. Governtrantities fo
a period of time. Because management believestthas been responsive in addressing the probleatsffected RFI in the past, and RFI is
the sole source provider of certain products, tbmgany is hopeful that as a result of the potesgilement, its ability to service the
governmental and defense sectors of its busindbkaatibe interrupted.

There can be no assurance that such a settievilebe reached and, even if reached that thimate fines and outcome of any settlement
will not vary significantly from the Company’s oiigal estimate and expectations. In addition, susatdement, even on the most favorable
terms, may have a material adverse impact on timep@oy’s financial condition, liquidity and operat® See Part |, Iltem 3, “Legal
Proceedings” of this Annual Report.
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Recent events may cause loss of existing and poiahtustomers and suppliers.

We have received inquiries from some of owstamers and suppliers relating to the recent pomxyest, our previously disclosed
accounting irregularities and litigation arising @fi such irregularities. As a consequence, owtiiships with existing customers and
suppliers may be strained. In addition, our abiiitgevelop potential customers or suppliers tontaé and grow our business may be
adversely affected.

RISKS RELATED TO OUR BUSINESS
Our business is based on technology that is not pgexted by patent or other rights.

The technology and designs underlying our pctglare unprotected by patent rights. Our futupeass is dependent primarily on
unpatented trade secrets and on the innovativis,sldthnological expertise and management alsildfeour employees. Because we do not
have patent rights in our products, our technology not preclude or inhibit competitors from proigcproducts that have identical
performance as our products. In addition, we cagnatantee that any protected trade secret cotifdaiély be proven valid if challenged.
Any such challenge, with or without merit, couldtbee consuming to defend, result in costly litigat divert our management’s attention
and resources and, if successful, require us taygetary damages.

We may not be able to compete successfully.

A number of companies have developed, or gpected to develop, products that compete or withpete with our products. Many of
these competitors offer a range of products insaodlaer than those in which we compete, which malgersuch competitors more attractiv
hospitals, radiology clients, general purchasirgpaoizations and other potential customers. In amaditmany of our competitors and potential
competitors are larger and have greater finanesdurces than we do and offer a range of produotsler than our products. Some of the
companies with which we now compete or may comipetiee future have or may have more extensive rekemarketing and manufacturi
capabilities and significantly greater technicall aersonnel resources than we do, and may be Ipeiéroned to continue to improve their
technology in order to compete in an evolving irtidus

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

In the fourth quarter of fiscal 2003, we biteed the tangible net worth financial covenants aioetd in our Loan and Security Agreement,
dated June 10, 2002, with Transamerica BusinesgaC&orporation (“Transamerica”), as amended (ffransamerica Agreement”). In
October 2003, we received a waiver of such defemth Transamerica and signed a Third Amendment Wi#msamerica. This Third
Amendment includes revisions to the tangible netthvbinancial covenant as well as adjustments ¢oater financial covenants. While we
expect to be able to meet these revised covertaetg, can be no assurance that we will be ableritreie to meet them. If we were to bre:
our covenants, Transamerica could accelerate tloeiats due under and foreclose on assets securinggeulit facility and we would be
forced to seek alternative sources of funding faraebt repayment obligations and growth.

The valuation of our deferred tax assets and the oognition of tax benefits in each period assumestfure taxable income and
profitability.

During fiscal 1999 through fiscal 2002, weaggized substantial pre-tax losses. Some of thesséag losses resulted in a short-term tax
benefit, in that those losses are also tax
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deductible losses, and enabled us to claim a refumidxes previously paid, which we recognizedanbalance sheet as income tax
receivable. As of February 1, 2003, we have recksubstantially all of the income tax receivableognized on our balance sheet. In addi

to the short-term benefit that we recognize asrimetax receivable, our net operating losses foptaposes gave rise to “deferred tax assets,’
which represented the monetary value of futurézation of tax loss carryforwards to reduce futineome taxes.

One critical element in the valuation of dedertax assets is management’s expectations abofittore profitability. If we have tax loss
carryforwards, but we do not expect to have taxatdeme in the future, we would value our defeti@edassets at a lower amount (possibly
zero) because those tax loss carry forwards coydoteebefore they can be used.

During February and March 2003, as part ofaugtomary six month planning and review cycle, aggament updated each business unit’s
forecasts for the second half of fiscal 2003 arghbepreliminary planning for fiscal 2004. After rewing the second half expectations, and
taking into account lower than expected first lgatiss margins and the uncertain economic outlo@kagement concluded that it was
prudent to establish a valuation allowance of $dillion against long term deferred tax assets. Vdeaation allowance was computed by
considering the amount of future taxable incomeeeigd over the net operating loss cdogward period, considering recent performance
other actions we have taken to improve profitapilRuring October 2003, we reviewed the actual sddwlf performance versus our
previous expectations. Based on lower than expessednd half performance and the size of the opegriisses incurred for the full fiscal
year 2003, we concluded an additional valuatioovedince of $3.2 million against long term deferr@dassets was warrantt

Although we continue to believe that in theufe we will have sufficient taxable income to atisthese remaining tax loss carry-forwards,
this situation could change if the profitability @fir U.S. business is less than what we expest, live may not be able to realize the benefit
of our remaining deferred tax asset. See “Defelmedme Tax Asset” discussion in Note 11 of the NdteConsolidated Financial Statements
included in Part 11, Item 8 this Annual Report.

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

Our medical imaging products, with the excaptdf certain veterinary lines, are the subjea ofgh level of regulatory oversight. Any
delay in our obtaining or our inability to obtainyanecessary U.S. or foreign regulatory approvasiéw products could harm our business
and prospects. There is a limited risk that anyr@pgds or clearances, once obtained, may be wittmiia modified which could create dele
in shipping our product, pending re-approval. Matievices cannot be marketed in the U.S. withtag#rance or approval by the FDA. Our
Medical Systems group businesses must be operatahipliance with FDA Good Manufacturing Practicgkich regulate the design,
manufacture, packing, storage and installation eflical devices. Our manufacturing facilities andibass practices are subject to periodic
regulatory audits and quality certifications anddweeself audits to monitor our compliance. In gaherorrective actions required as a rest
these audits do have a significant impact on ourufecturing operation; however there is a limitistt that delays caused by a potential
response to extensive corrective actions could ainpar operations. Virtually all of our products mudactured or sold overseas are also
subject to approval and regulation by foreign ratpry and safety agencies. If we do not obtainglasprovals, we could be precluded from
selling our products or required to make modifisasi to our products which could
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delay bringing our products to market. Becauselh@r. products lines are mature, new product chaagem general relatively minor and
accordingly regulatory approval is more streamlir@dr Italian subsidiary, Villa, is developing arrete imaging system that we believe
represents a significant future sales prospect.tBtee innovative nature of this system, and tedto go through full regulatory clearance,
we estimate there is a 50% possibility this produotrbduction could be delayed for up to six months

We must rapidly develop new products in order to copete effectively.

Technology in our industry, particularly iretk-ray and medical imaging businesses, evolvadlyg@and making timely product
innovations is essential to our success in the atpl&ce. The introduction by our competitors ofdarcts 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 welk, lowsiness and financial condition will be adversafected. Also, our new products may
contain defects or errors which give rise to pradiability claims against us or cause the produet&il to gain market acceptance.

It is generally accepted that digital radigdma will become the dominant technology used irplitats and imaging clinics throughout the
world over the next 10 to 15 years. Currently, ¢hare a number of competing technologies availiabt®nnection with the digitization of x-
ray images. However, due to the high cost of #ihihology, many institutions have not yet adopigdal technology. In addition, there is
uncertainty as to which technology system will beepted as the industigading protocol for image digitization and comnaation. Lack o
an adequate digital capability could impact ouritess and result in a loss of market share.

We must conduct our business operations without imfinging on the proprietary rights of third parties.

Although we believe our products do not infenon the intellectual property rights of othehgré can be no assurance that infringement
claims will not be asserted against us in the &iturthat, if asserted, any infringement claim Wwél successfully defended. A successful cl
or any claim, against us could distract our managgis attention from other business concerns andradly affect our business, financial
condition and results of operations.

Payments required under certain change of controlgreements with our key executives could unduly bureh our company.

We have entered into agreements with all ofexecutive officers providing for substantial seree payments to them in the event that
they are terminated in connection with certain ¢jesnof control. The Company’s employment agreeméhtSamuel E. Park, the former
CEO of the Company, provides for payments uporagethanges of control. The Company’s newly ele&edrd of Directors has reviewed
the “change of control” provisions regarding paymsdntaling up to approximately $1,800,000 undergmployment agreement between the
Company and Mr. Park. As a result of this review based upon, among other things, the advice @iapsounsel, the Company’s Board of
Directors has determined that no obligation to fege amounts has been triggered. Prior to hisraepdrom the Company on October 10,
2003, Mr. Park orally informed the Company thateafeviewing the matter with his counsel, he halgthat the obligation to pay these
amounts has been triggered. On October 27, 2086 dmpany received a letter from Mr. Park’s coudsehanding payment of certain sums
and other consideration pursuant to the Compang@@/ment agreement with Mr. Park, including thesange of control payments. If paid
in a lump sum, these payments may have a mateiarse effect on the Company’s liquidity. In theewMr. Park seeks to assert a claim for
these payments, it is not possible to predict titeame of any such claim.
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In the event the change of control provisionder these various agreements were all triggénetliling Mr. Park’s), the total payments
required could be in excess of $3.9 million. While believe these agreements are important to etiseieontinued dedication of our key
employees, the large payments required pursudahese change of control agreements could undulgdouus or serve as a barrier to a
potential acquirer. This, in turn, could limit thbility of our shareholders to sell their sharea &tvorable price.

There is a risk that our insurance will not be suficient to protect us from product liability claims, or that in the future product liability
insurance will not be available to us at a reasondé cost, if at all.

Our business involves the risk of productiligbclaims inherent to the medical device busmeéa/e maintain product liability insurance
subject to certain deductibles and exclusions. & ea risk that our insurance will not be suffitiéo protect us from product liability claims,
or that product liability insurance will not be @lahle 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 hazardous nerials and products.

Our research and development activity involinescontrolled use of hazardous materials, sudbyas and carcinogenic chemicals.
Although we believe that our safety procedureshfordling and disposing of such materials complyhe standards prescribed by federal,
state and local regulations, we cannot completiatyirate the risk of accidental contamination quiy from these materials. In the event of
an accident, we could be held liable for any résgldamages, and such liability could be extendiVe.are also subject to substantial
regulation relating to occupational health and tyafenvironmental protection, hazardous substanogral, and waste management and
disposal. The failure to comply with such regulai@ould subject us to, among other things, fimesaiminal liability.

Our business could be harmed if our products contai undetected errors or defects or do not meet custwer specifications.

We are continuously developing new productsiarproving our existing products. Newly introduaadupgraded products can contain
undetected errors or defects. In addition, thesdymts may not meet their performance specificatiomder all conditions or for all
applications. If, despite our internal testing amsting by our customers, any of our products dosaterrors or defects, or any of our products
fails to meet customer specifications, we may logiired 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 considerakpense. In addition, any significant reliagijroblems could result in adverse customer
reaction and negative publicity and could harmtousiness and prospects.

The seasonality of our revenue may adversely impatite market prices for our shares.

Our revenue is typically lower during the figuarter of each fiscal year due to the shut-dofwwperations in our Milan, Italy and
Bayshore, New York facilities for part of Augusthi¥ seasonality causes our operating results tofvam quarter to quarter and these
fluctuations could adversely affect the market @€ our common stock.
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RISKS RELATED TO OUR COMMON STOCK
A significant number of our shares will be availabé for future sale and could depress the market prie of our stock.

As of October 14, 2003, an aggregate of 10382shares of our common stock were outstandmgddition, as of October 14, 2003,
there were outstanding warrants to purchase 1,065bares of our common stock and options to psecBdl 16,815 shares of our common
stock, 1,661,289 of which were fully vested. Salekrge 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 coulerasignificant adverse impact on the market pfagur common stock.

We have a limited trading market and our stock prie may be volatile.

There is a limited public trading market fair@ommon stock in the “pink sheets.” We cannotigsgou that a regular trading market for
our common stock will ever develop or that, if deyed, it will be sustained.

The experiences of other small companies atdithat the market price for our common stockada highly volatile. Many factors could
cause the market price of our common stock to dilatet substantially, including:

. future announcements concerning us, our competitoosher companies with whom we have businessioakhips;
. changes in government regulations applicable tdasimess

. overall volatility of the stock market and genexabnomic conditions

. changes in our earnings estimates or recommendatiypanalysts; an

. changes in our operating results from quarter trtgu.

Accordingly, substantial fluctuations in theécp of our common stock could limit the ability @fir current shareholders to sell their shares
at a favorable price.

-22-




Table of Contents
ITEM 2. PROPERTIES

The following is a list of our principal progies, classified by segment and subsidiary:

Approx.
Floor Owned/Leased
Area in (Expiration
Location Sq. Ft. Principal Uses Date If Leased)
Medical Systems Group:
Del Medical Imaging Cory. Franklin Park, IL 68,00C  Design and manufacturir Leased (2005
Villa Milan, Italy 67,000 Design and manufacturing Leased (2011) @
Power Conversion Group:
Corporate and Del High Voltage Valhalla, NY 44,000 Corporate headquarters, design Leased (2006)
division and manufacturin
RFI Bayshore, NY 55,00 Design and manufacturir Owned
Bertan Hicksville, NY 38,00C  Design and manufacturing Leased (2004) @

(1) We have the option to purchase this propdrtiieconclusion of this lease.
(2) We intend to close this facility, and have mdvts production to our Valhalla plant.

We believe that our current facilities arefisignt for our present requirements. Our U.S. itrieetility with Transamerica is secured, in
part, by a mortgage on RFI’s property.

ITEM 3. LEGAL PROCEEDINGS

SEC Investigation- On December 11, 2000, the Division of Enforcentdrthe SEC issued the SEC Order, designating St€2is to
take testimony and requiring the production of@ierdocuments, in connection with matters givirsg fio the need to restate the Company’s
previously issued financial statements. The Comgesyprovided numerous documents to and contimuesdperate fully with the SEC st¢

The Company has reached an agreement in pléneith the Staff of the SEC for a settlementhaf SEC’s claims against the Company
that will include a penalty of up to $400,000 amdrgunction against future violations of the argifd, periodic reporting, books and records
and internal accounting control provisions of thddral securities law. The proposed settlementlmagubject to, among other things, any
necessary future restatement of historical findrste&tements for the Company, or other materialgtdjents. Management is not aware of
restatements or adjustments required with respdatdancial statements filed with the SEC sinceilA2002. In addition, the proposed
settlement will require approval by the SEC andHheyappropriate U.S. District Court. We can giveassurance that this proposed settlement
will be approved by either the SEC or the apprdprid S. District Court, or that the terms will rixt changed.
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Although the Company has not reached a bindgrgement with the SEC on this settlement propasahagement believes that this
agreement in principle is a reasonable basis onhwihican now estimate the financial impact of BESC investigation. As a result, the
Company recorded a charge of $685,000 in the faprérter of fiscal 2002 related to the agreemeprimciple with the SEC staff, which
includes associated legal costs. If the Companypisble to reach an acceptable settlement witlsE@, the Company may incur substantial
additional penalties and fines. See Part |, ItefBlisiness-Risk Factors” and Note 12 of the Note€dnsolidated Financial Statements
included in Part 11, Item 8 of this Annual Report.

DOD Investigation - On March 8, 2002, RFI, a subsidiary of the Conypamd part of the Power Conversion Group segmeas, served
with a subpoena by the U.S. Attorney Eastern RQisti New York in connection with an investigatibyn the DOD. RFI supplies noise
suppression filters for communications and defepg#ications. Since March 2002, the DOD has beeasitigating certain past practices at
RFI which date back more than six years and pettaRFI's Military Specification testing, recordéqing and general operating procedures.
Management retained special counsel to represer@dimpany on this matter. The Company has coopkfaitg with this investigation,
including voluntarily providing employees to beentiewed by the Defense Criminal Investigative 8&w division of the DOD.

In June 2003, the Company was advised thdt/tBe Government is willing to enter into negotia$ regarding a comprehensive settler
of this investigation. Management believes thadiptial comprehensive settlement will include @@mpany’s pleading guilty to certain
criminal charges, and agreeing to pay certain farebrestitution to the Government in an amounttigiould be material to the Company.
Prior to the preliminary discussions with the UG®vernment in June 2003, the Company had no basistimate the financial impact of this
investigation. Based on preliminary settlementukstons with the U.S. Government, discussions thighCompany’s legal advisors,
consideration of settlements reached by othergsaiti investigations of this nature, and considemaif the Company’s capital resources,
management had then developed an estimate ofwtherid of the potential range of the financial impa&ccordingly, during the third quarter
of fiscal 2003, the Company recorded a charge #452000 which represents its estimate of the Iod/@ a range of potential fines and le
and professional fees. The liability associatedhwhis charge is included in Litigation settlemesgerves on the accompanying balance sheet
as of August 2, 2003. In October 2003, based arudsons with the U.S. Government, the Companyadassed that the U.S. Governmen
currently seeking approximately $5 million in theefs and restitution portion of any comprehensatlesment. The Company is continuing to
negotiate with the U.S. Government regarding a celmgnsive settlement, including the amount of dins.

The Company believes that any settlement ccalge the DOD to seek to limit the ability of empany to do business with U.S.
Government entities. Such limitations could inclséeking a “debarmentr exclusion from doing business with U.S. Governtrantities fo
a period of time. Because management believestthas been responsive in addressing the probleatsaffected RFI in the past, and RFl is
the sole source provider of certain products, tam@any is hopeful that as a result of the potesgttlement, its ability to service the
governmental and defense sectors of its busindbaatibe interrupted.

There can be no assurance that such a settievilebe reached and, even if reached, that thimate fines and outcome of any settlement
will not vary significantly from the
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Company’s original estimate and expectations. biitaxh, such a settlement, even on the most faver@ms, may have a material adverse
impact on the Company'’s financial condition, ligtydand operations. See Part I, Item 1, “BusineidcRactors” of this Annual Report.

Other Legal Matters - On October 6, 2003, Carmelo Giuseppe Ammendolanarity shareholder of Villa, served a summons adifavin
the Civil Court of Milan, Italy, challenging thertas of certain related party transactions betwedla ®¥nd the Company relating to
intercompany pricing and a management fee. Villagsrously defending against this claim, belietlest there is no merit to the case, and
that Villa has meritorious defenses. Although thear be no assurances, management believes thatghet of this action will not have a
material adverse effect on the financial positiomesults of operations of either Villa or the Cang.

The Company is a defendant in several otlgal lactions in various U.S. and foreign jurisdio8arising from the normal course of
business. Management believes the Company hasonug defenses to such actions and that the owsovill not be material to the
Company’s consolidated financial statements.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At the Company’s Annual Meeting of Sharehoddeeld on May 29, 2003 (the “Annual Meeting”), thempanys shareholders elected f
members to the Company'’s five-member Board of Dinec Four of the five new directors (Wallace Barn@erald M. Czarnecki, Suzanne
M. Hopgood, and David W. Wright) were nominees te#feb Partners I, L.P. (“Steel Nominees”), an igtonal shareholder of the Company.
One incumbent director was re-elected to the Bo&mirectors (Edgar J. Smith, Jr.).

The votes cast for all nominees were as fatow

Steel Nominees: For Withheld

Wallace Barne 5,227,49. 11,33:
Gerald M. Czarneck 5,227,81! 11,01:
Suzanne M. Hopgoa 5,225,38 13,43¢
David W. Wright 5 227,68 11,14:
Company Nominees: For Withheld

Frank J. Brad 3,188,68! 97,08:
Glenda K. Burkhar 3,184,20! 101,55¢
Samuel E. Par 3,180,80! 104,95
Edgar J. Smith, J 3,188,78! 96,97¢
Stephen N. Wertheimu 3,186,97 98,78¢

The votes cast for, against, and abstainh®=pproval of the Company’s 2003 Equity IncenkNen were as follows:

For: 2,056,29!
Against: 6,309,51;
Abstain: 158,78:

The votes cast for, against and abstain ify the appointment of Deloitte & Touche LLP as thempany’s independent auditors for the
fiscal year ending August 2, 2003 were as follows:
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For: 8,010,31.
Against: 97,81«
Abstain: 416,46

Subsequent to the Annual Meeting, the Boardiogctors appointed Mr. Gerald M. Czarnecki asi@han of the Board and established
Committee members and Chairs as follows:

Audit Committee

Suzanne M. Hopgood, Chair
Edgar J. Smith, Jr.
David W. Wright

Compensation and Stock Option Commit

David W. Wright, Chair
Wallace Barnes
Suzanne M. Hopgoa

Nomination and Governance Commit

Gerald M. Czarnecki, Chair
Wallace Barnes

Suzanne M. Hopgood
Edgar J. Smith, Jr.

David W. Wright

On October, 10, 2003 the Board of Directonscamced the appointment of Suzanne M. Hopgood ag@an of the Board and Gerald M.
Czarnecki, Chair of the Audit Committee.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
SHAREHOLDER MATTERS

Our common stock was suspended from tradintpeMNasdaq National Market on December 19, 20@ause we had not filed an annual
report for the year ended July 29, 2000 within$f#C’s prescribed time period. In December 2000Nagdaq National Market delisted our
common stock and since that time, our common staskbeen traded in the “pink sheets,” or over-thanter market, under the symbol
“DGTC.PK” and our warrants are traded under thelsyifiDGTCW.PK”. The “pink sheets” is an over-thetoder market which provides
significantly less liquidity than established staichanges or the Nasdaq National Market, and gdotestocks included in the “pink sheets”
are not listed in the financial sections of newspas are those for established stock exchangethamNasdaq National Market.

As of August 2, 2003, there were approxima®d§ holders of record of our common stock. Thifeing table shows the high and low
closing bid prices per share of our common stockHe past eight quarters, as reported by the thnecounter market. The over-the-counter
market quotations listed below reflect inter-dealeces, without retail mark-up, mark down or corasidon and may not represent actual
transactions.

Fiscal Period High Low

Fiscal 2003
First Quartel $3.7¢ $2.3¢
Second Quarte 4.01 1.9C
Third Quartel 4.1z 2.3C
Fourth Quarte 3.5C 1.7t

Fiscal 2002
First Quartel $3.0C $1.1¢
Second Quarte 4.3t 2.5(C
Third Quartel 3.4k 1.5C
Fourth Quarte 4.2t 2.0C

We have not paid any cash dividends, excaghipayment of cash in lieu of fractional shasiisce 1983. The payment of cash divide
is prohibited under the Transamerica Facility. Vdendt intend to pay any cash dividends for thedeeable future.
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The following table summarizes the securitigthorized for issuance under equity compensatamspas of the end of Fiscal 2003:

Number of Number of
Securities to be securities
issued upon Weighted-average remaining available
exercise of exercise price of for future issuance
outstanding outstanding under equity
options, warrants options, warrants compensation
Plan Category and rights and rights p|an5(l)
Equity compensation plans
approved by security
holders:
Stock Option Plai 2,116,81! $3.12 335,28
Equity compensation plans
not approved by security
holders:
Warrants issued in
connection with the
acquisition of Villa®@ 50,00( $7.9¢ None
Warrants granted for
services rendered 15,00( $7.6¢ None
Warrants issued in
settlement of class action
lawsuit®) 1,000,00! $2.0C Not applicable

(1) Excludes securities to be issued uponais@of outstanding options, warrants and rig

(2) These warrants were granted to the formegority shareholder of Villa in connection witte acquisition of Villa in December
1999. They expire in December 20!

(3) These warrants were granted to consulfantservices rendered in 1999. They expire in Bet®004

(4) Pursuant to our class action settlemétfit our shareholders, we issued 2.5 million shafesur common stock and one million
warrants to purchase our common stock at $2.08mme. The issuance of these securities was pursuarcourt order issued in
connection with the settlement of the class adarsuit and therefore was exempt from the regisinatequirements of the Securities .

of 1933 pursuant to Section 3(a) (10) thereof. €hearrants expire in March 20(
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ITEM 6. SELECTED FINANCIAL DATA

SELECTED FINANCIAL DATA

The selected income statement data presemteldef fiscal years ended August 2, 2003, Augu082 and July 28, 2001 and the balance
sheet data as of August 2, 2003 and August 3, B802 been derived from our audited consolidateahfifal statements included elsewhere
in this Annual Report. The balance sheet data dslgf28, 2001 and July 29, 2000 have been defiead audited financial statements not
included herein. Financial information for the fisgear ended July 31, 1999 is not presented hesiice the financial statements for that
year have been determined to be incorrect, havbewt, and will not be, restated and therefore ldhmot be relied upon. This select
financial data should be read in conjunction with €onsolidated Financial Statements and relatesriocluded in Part I, Item 8Ffnancial
Statements and Supplementary Data” thereto and égflement’s Discussion and Analysis of Financial Giordand Results of Operations”
in Part Il, Item 7 of this Annual Report.

Fiscal years ended

August 2, August 3, July 28, July 29,
(In thousands except share amounts) 20031)E) 2002(2)(6) 2001(3)(®) 2000(4)(6)
Income Statement Data:
Net sales $ 98,61¢ $ 98,78¢ $ 93,44 $80,00¢
Gross margir 21,12 19,13¢ 18,44¢ 14,33(
Selling, general and administrati 21,93 21,254 16,83¢ 14,94
Research and developmt 2,21¢ 2,91¢ 2,87¢ 4,38¢
Litigation settlement cos: 2,12¢ 7,718 9,75¢ —
Facilities reorganization cos 78¢€ 1,29: 822 —
Operating los! (5,947 (14,047 (11,84¢) (4,999
Minority interest 11E 197 37¢ (77
Provision (benefit) for income tax 8,23: (3,242 (4,939 (2,039
Net loss® (15,045 (12,019 (8,521 (3,639
Net loss per basic and diluted sh(®) $ (1.49 $ (1.39 $ (1.09 $ (0.47)
As of
August 2, August 3, July 28, July 29,
2003 2002 2001 2000
Balance Sheet Data
Working capital $13,59¢ $18,64¢ $22,26¢ $27,33:
Total asset 60,49: 77,691 81,65¢ 82,80¢
Long-term debt and subordinated ni 7,10C 6,72¢ 6,222 5,95:
Shareholder equity 22,97¢ 37,141 41,79 46,06:
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(1) Net loss for the year ended August Didicludes approximately $7,900 income tax praviselated to the establishment of a
deferred tax valuation allowance. In addition, loes reflects the accrual of a $2,347 charge rlaten ongoing DOD Investigation of
our RFI subsidiary. For more information about @D investigation, see Part I, Item 3, and “Legald@edings” of this Annual Report.
Fiscal 2003 also includes $788 in facilities remigation costs, which were principally relatedhe tlosing of our Hicksville, New York
facility. See Notes to Consolidated Financial Steets included in Part I, Item 8, “Financial Staent and Supplementary Data” of this
Annual Report

(2) Fiscal 2002 includes $1,292 in facibtieorganization costs, which were principally tedisto the closing of our Hicksville, New
York facility. See Notes to Consolidated Finan&ghtements included in Part Il, Iltem 8, “Finan&#itements and Supplementary Data”
of this Annual Report. Fiscal 2002 also includes/$3 in litigation settlement costs, principally fnalization of the settlement of a cle
action suit and the agreement in principle to setti SEC investigatio

(3) During fiscal 2001, we recorded $9,75%tigation settlement costs related to a clas®adawsuit. During fiscal 2001, we also
decided to close two facilities and recorded arwestiring charge of $822. See Notes to Consolidatedncial Statements included in
Part I, Item 8“Financial Statements and Supplementary " of this Annual Report

(4) In December 1999, we acquired Villa. Sleges to Consolidated Financial Statements includéart I, Item 8, “Financial
Statements and Supplementary [” of this Annual Report

(5) Effective August 4, 2002, the Companygtdd Statement of Financial Accounting Standat@8BAS™) No. 142, “Goodwill and
Other Intangible Assets,” which establishes newpanting and reporting requirements for goodwill arider intangible assets. Under
SFAS No. 142, all goodwill amortization ceased @ffe August 4, 2002. Assuming goodwill was not atized pursuant to
SFAS No. 142, the net loss would have been $11 883890 and $3,501 in 2002, 2001 and 2000, res@dytiNet loss per basic and
diluted share would have been $1.37, $1.07 andi.2802, 2001 and 2000, respective

(6) The Company records shipping and handieg billed to customers in accordance with the&ipions of the Emerging Issues T:
Force (“EITF") No. 00-10, “Accounting for Shippirand Handling Fees and Costs.” The EITF providesshigping and handling fees
billed to customers be reflected in net sales andires additional disclosure if costs incurreddiipping and handling are not included
in costs of sales. The amount of shipping and lagdées recorded as revenues was $465 for fiszal $003. Shipping and handling f
of $652, $488 and $418 for fiscal years 2002, 2601, 2000, respectively, have been reclassifietttsales to conform with the current
yeal's presentatior
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

In addition to other information in this AndlReport, this Management’s Discussion and Analg$iBinancial Condition and Results of
Operations contains forward-looking statementsiwithe meaning of the Private Securities Litigat@form Act of 1995. These statements
are based on current expectations and the curcenbeiic environment. We caution that these statésrae not guarantees of future
performance. They involve a number of risks anceuiainties that are difficult to predict includingyt not limited to, our ability to impleme
our business plan, retention of management, chgngaustry and competitive conditions, obtainingicipated operating efficiencies,
securing necessary capital facilities, favorabledeinations in various legal and regulatory mattarcluding a settlement of the DOD
investigation on terms that we can afford and tles not include a debarment from doing businesthve U.S. Government, and favorable
general economic conditions. Actual results coutidmaterially from those expressed or impliedhe forward-looking statements.
Important assumptions and other important factoss ¢ould cause actual results to differ materifatiyn those in the forward-looking
statements are specified in the Company’s filingk #he SEC including the Company’s Quarterly Répon Form 109 and Current Repor
on Form 8-K.

OVERVIEW

The Company is a leader in developing, manufamy and marketing medical imaging equipment poder conversion subsystems and
components worldwide. Our products include statipraad portable medical diagnostic imaging equipmieigh voltage power systems and
electronic systems and components such as elecfitiar, transformers and capacitors. We manageasiness in two operating segments;
our Medical Systems Group and our Power ConverGiaup. In addition, we have a third reporting segtn®ther, comprised of certain
unallocated corporate General and Administratiygeeses. See Part |, ltem 1, “Business-Operatingn8ets” of this Annual Report for
discussions of the Company’s segments.

Management has made significant progresssiolving previous SEC and shareholder matters gikisggto the need to restate financial
statements issued by the previous management astaesin Note 10, “Commitments and Contingenciesthe Notes to Consolidated
Financial Statements included in Part Il, ltemBinancial Statements and Supplementary Data” efAninual Report. We have reached an
agreement in principle with the SEC to settle iéénas against the Company.

On May 29, 2003 we held our first annual shalder meeting since 2000. Our shareholders eldstedndependent directors to our five
person Board, including four nominees proposedrbistitutional shareholder group and one incumid@ettor. In addition, our
shareholders ratified the appointment of our auslismd voted against an equity incentive plan.F&eel, ltem 4, “Submission of Matters to a
Vote of Security Holders” of this Annual Report foill voting results.

As described in Part I, Item 3, “Legal Prodagd” of this Annual Report, in June 2003 we bepgealiminary discussions with the U.S.
Government regarding a potential comprehensivéesgtnt of the ongoing DOD investigation of our REbsidiary. We believe that the
potential comprehensive settlement will include @mpany’s pleading guilty to certain criminal ajes, and agreeing to pay certain fines
and restitution to the
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Government. Based on these preliminary discussidgtisthe U.S. Government, discussions with our leglisors, consideration of
settlements reached by other parties in investigatof this nature, and consideration of our chpitsources, we recorded a charge of
$2.3 million, which represents our estimate ofltve end of a range of potential fines and legal prafessional fees.

In October 2003, based on discussions withtis Government, the Company was advised thdtt8e Government is currently seeking
up to approximately $5 million in the fines andtitesion portion of any comprehensive settlemerite Tompany is continuing to negotiate
with the U.S. Government regarding a comprehersdeement, including the amount of such fines.

It is possible that the DOD could seek a “detemnt” or exclusion of the Company from doing besis with U.S. Government entities for a
period of time. Because management believes thaisibeen responsive in addressing the problernaffeated RFI in the past, and RFl is
the sole source provider of certain products, veehapeful that our ability to service the governtakand defense sectors will not be
interrupted as a result of the potential settlement

There can be no assurance that such a settievilebe reached and, even if reached that thimate fine and outcome of any settlement
will not vary significantly from our estimate angpectations. In addition, such a settlement, evetne most favorable terms, may have a
material adverse impact on our financial conditiagyidity and operations.

Management believes the resolution of thegel lend SEC matters are important steps towardsieof the past legal, regulatory and
financial reporting matters confronting the Companie are guardedly optimistic that we can resdheegettlement negotiations with the
DOD on terms that will be mutually acceptable tthbparties and allow us to continue to provide teeghnology to the defense industry.

Our businesses continue to compete vigoraarstywe continue to enjoy good relationships with@aistomers. We continued with the
consolidation of the Hicksville facility into Vallla during fiscal 2003. This completes a stratégitative to reduce overhead by
consolidating seven businesses and facilitiesfmio, strengthen engineering and manufacturing ousttand target our selling activity.

CRITICAL ACCOUNTING POLICIES

Complete descriptions of significant accountiolicies are outlined in Note 1 of the Notes tmé€blidated Financial Statements included
in Part Il, Item 8, “Financial Statements and Seppntary Data” of this Annual Report. Within th@sdicies, we have identified the
accounting for deferred tax assets and the allovéarcobsolete and excess inventory as being atiéiccounting policies due to the
significant amount of estimates involved. In aduitifor interim periods, we have identified theuaglon of finished goods inventory as being
critical due to the amount of estimates involved.

Deferred Taxes

We account for deferred taxes in accordande Statement of Financial Accounting Standards ASH No. 109, ‘Accounting for Incom:
Taxes,” whereby we recognize an asset relatedrtaetoperating loss carry forwards and other tenamyadifferences between financial
reporting basis and income tax basis. As of Augu&003, this deferred tax asset represented ajppaitely 14% of our total assets.

We reevaluated our deferred tax assets in iMand again in October 2003. Due to current reddiisg lower than originally anticipated,
and uncertainty about near term economic conditimesconcluded it was not prudent to place religbin the forecast component of our
analyses as we had in the past. Based on thessasamanagement
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concluded it was prudent to establish a valuatimwance of $8.0 million against long-term defertad assets created prior to fiscal 2003.

This valuation allowance was computed by ateréing the amount of future U.S. taxable incomeeeigd over the net operating loss
carryforward period, considering recent performaauee other specific actions the Company has takémprove profitability. The valuation
allowance recorded is the estimate of the amoudetdrred tax assets that more likely than notmati be realized.

Likewise, a valuation allowance of $2.1 miflimas also established offsetting the current {@abenefits that arose from the current
year's operating losses. As result of these allowameesrded during fiscal 2003, the net deferred inedax asset was reduced from
$16.6 million at August 3, 2002 to $8.7 millionAtgust 2, 2003, with $2.6 million classified asuarent asset, and the balance of
$6.1 million as a long-term asset.

No assurances can be given that the Compagstdts of operations will generate profits in thiure.
Obsolete and excess inventory

Another significant estimate is our allowarceobsolete and excess inventory. Wesvauate our allowance for obsolete inventory cm
quarter, and this allowance comprises the mosifgignt portion of our inventory reserves. The ke@ation of reserves is based on a written
policy, which requires at a minimum that reserve®btablished based on our analysis of historitabhusage on a part-by-part basis. In
addition, if management learns of specific obsaase in addition to this minimum formula, theseitddal reserves will be recognized as
well. Specific obsolescence might arise due tahrtelogical or market change, or based on canm®ilaf an order. As we typically do not
purchase inventory substantially in advance of petidn requirements, we do not expect cancellaticem order to be a material risk.
However, market or technology changes can and dpdra

Valuation of finished goods inventories

In addition, we use certain estimates in deit@ing interim operating results. The most sigrifit estimates in interim reporting relate to
the valuation of finished goods inventories. Fataia subsidiaries, for interim periods, we estiente amount of labor and overhead costs
related to finished goods inventories. As of Augtis2003, finished goods represented approximafe¥s of the gross carrying value of our
total gross inventory. We believe the estimatiorihodologies used to be appropriate and are condistpplied.
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CONSOLIDATED RESULTS OF OPERATIONS
Fiscal 2003 Compared to Fiscal 2002

Consolidated net sales of $98.6 million facél 2003 were comparable to fiscal 2002 net <H1898.8 million, with increases at our
Medical Systems Group, partially offset by decrsasehe Power Conversion Group. The Medical Systenoup’s fiscal 2003 sales of
$56.1 million improved by 2% from fiscal 2002 leselue to increased domestic shipments and favoeableange rate effects on
international sales made in elsoHowever, on a proforma basis, factoring outaiygroximately $5.2 million effect of favorable rafeanges
the Medical Systems Group'’s fiscal 2003 sales whalek posted a decline of approximately $4.1 mmltloie to weaker euro denominated
international shipments. The Power Conversion Geofigcal 2003 sales of $42.5 million decrease®®yfrom fiscal 2002 levels, as a
$8 million increase in EDS business was offset égrélases in sales of other products, primarilyectifig a shift to in-house production of
components formerly purchased from us by a largéocoer and the decline in sales to the semiconduefutal equipment market.

Consolidated backlog at August 2, 2003 was38&gllion versus backlog at August 3, 2002 of apgmately $31 million. The decline in
backlog from beginning of year levels is mostlyihtitable to high shipments of EDS orders in thev®oConversion Group offset by an
increase in the backlog at our Medical Systems ®egnsSubstantially all of the backlog should regsukhipments within the next 12 months.

Gross margins as a percent of sales were Bi¥is€al 2003, compared to 19% in fiscal 2002. Plogver Conversion Group’s fiscal 2003
margins were 21%, versus 16% in the prior yearoplerieflecting the effects of unfavorable inventadjustments in the prior year, offset by
inventory writedowns and adjustments primarily tedbto the consolidation of the Hicksville faciliffhe Power Conversion Group'’s fiscal
2003 margins also reflected favorable margins er8DS business and the beginning of savings dthetblicksville consolidation, partially
offset by depressed margins at RFI in the firstigualue to the DOD investigations. Despite exmofgerating efficiencies due to increased
shipments, the Medical Systems Group’s gross maufi22% were comparable to the
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prior year period, primarily due to the higher masgn the prior year from shipment of previousliteen off product. Within Fiscal 2003 our
quarterly consolidated gross margin trend is dsvid:

Selling, general & administrative (“SG&A”) egpses for fiscal 2003 of $21.9 million (or 22% afes) included unusually high legal and
accounting fees of $2.3 million, incurred in contiet with current legal matters (including $0.4 lioih of legal costs associated with a proxy
contest). For more information, see Part I, lterfLggal Proceedings” of this Annual Report and Nb2 “Commitments and Contingencies”
to the Notes to Consolidated Financial Statememisided in Part II, Item 8, “Financial Statemems &upplementary Data” of this Annual
Report. In addition, we incurred approximately $ilion of other costs related to a proxy cont@stjuding the reimbursement of costs tc
institutional shareholder group. SG&A expenseditmal 2002 were $21.2 million and included $3.7liom of unusually high accounting a
consulting fees. Excluding the unusually high legatounting fees and proxy contest costs, SG&Aisoal 2003 increased by $1.5 million
from the same period last year, reflecting thediectliscussed above, plus a payment of $0.2 mitliming the first quarter related to the
separation of the former president of Villa.

Facilities reorganization costs relate todbetinued phase out of the Power Conversion Grodjksville facility and integration into the
Valhalla facility, which was started in the foughbarter of fiscal 2002. The reorganization of trehélla facility and personnel, as well as the
balance of the physical move of Hicksville inventaequipment and personnel was completed in thenskbalf of fiscal 2003. As such, we
do not expect to record any additional facilitieenganization expenses subsequent to fiscal 20@3ané/attempting to sublet the Hicksville
facility through the end of our lease in May 2084y remaining rental obligations or other expensdated to terminating our tenancy will
charged against a balance sheet accrual establisinied fiscal 2002.

During the third quarter of fiscal 2003, weewed approximately $0.4 million in settlementtdims against a former CEO of the
Company. After netting related legal fees incuiirethe third quarter, we recorded a recovery o2$8illion during that period. Prior
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year amounts include a $0.3 million insurance recpwf class action litigation related legal co

In June 2003, as described in Part | IteniL8g&l Proceedings” of this Annual Report, we begaatiminary discussions with the U.S.
Government regarding a potential comprehensivéesstnt of the ongoing DOD investigation of our REbsidiary. Based on preliminary
settlement discussions with the U.S. Governmeastudisions with our legal advisors, consideratiogetfiements reached by other parties in
investigations of this nature, and considerationwfcapital resources, management has now dewkhlpestimate of the low end of the
potential range of the financial impact. Accordingluring the third quarter of fiscal 2003, we neted a charge of $2.3 million, which
represents our estimate of the low end of a rafgetential fines and legal and professional f@ée liability associated with this charge is
included in the litigation settlement reservesmmdccompanying balance sheet as of August 2, 20@3ctober 2003, based on discussions
with the U.S. Government, the Company was advisatlthe U.S. Government is currently seeking ugpiproximately $5 million in the fine
and restitution portion of any comprehensive setlet. The Company is continuing to negotiate witht).S. Government regarding a
comprehensive settlement, including the amountiofigines. The Company has not recorded an additrarge as a result of the $5 milli
requested by the U.S. Government. It is possitdauttimate fine and outcome of any potential setéet, if reached, could vary significantly
from our estimate and expectations.

During the third quarter of fiscal 2002, asult of obtaining the final court approval of #iass action settlement agreement, we
recognized an additional non-cash charge of $7lliomattributable to the final valuation of theasks and warrants to be issued in that
settlement. These shares and warrants were offigirelled at $4.4 million in July 2001 pending ficaurt approval but as of the final
settlement date January 29, 2002 were revaluedndpwa$7.1 million to $11.5 million. The Companyalincurred additional legal expenses
of approximately $0.2 million bringing the totalarige to $7.2 million in the third quarter of fis@402.

As a result of the foregoing, we recognizdid@al 2003 operating loss of $5.9 million compatea loss of $14.0 million in fiscal 2002.
The Medical Systems Group posted a fiscal 2003atjpey profit of $1.0 million, offset by a $2.5 nidh operating loss at the Power
Conversion Group, and unallocated corporate cdstd.d million reflecting the higher legal and aoating costs as described above. The
prior year's results reflect a $7.2 million chargéated to the class action settlement, as destebeve.

Interest expense for fiscal 2003 was highanftie prior year’s, reflecting decreased intenasts offset by higher average borrowing
levels.

Other income includes a recovery in the fipsarter of fiscal 2003 of $0.5 million related hetsettlement of a dispute in connection with a
1999 product line acquisition and $0.1 million tetato foreign exchange gains on a deposit dendedria euros.

Provision for income taxes for fiscal 2003eefs the establishment of a total of $7.9 milladrdeferred tax valuation allowances as
discussed in Critical Accounting Policies, abovee ¥Xpect to be profitable in future periods; howewanagement periodically evaluates the
likelihood of the recoverability of the deferred t@sset recognized on our balance sheet. Basedoagament analysis, we believe it is more
likely than not that the remaining deferred taxetssvill be realized. Other than establishing aiatibn allowance, we recorded no
adjustments to our current or net deferred tax @atsoduring fiscal 2003, with the exception of pawvisions and adjustments recorded at
Villa, our Italian subsidiary.

Reflecting the above, we recorded net los§84%.0 million or $1.45 per share in fiscal 20@8npared to a net loss of $12.0 million or
$1.38 per share in fiscal 2002. Current year
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earnings per share amounts reflect the 2,500,00i@ual shares issued in conjunction with the shalder settlement.
Fiscal 2002 Compared to Fiscal 2001

Net sales for fiscal 2002 were $98.8 millies,compared to $93.4 million for fiscal 2001. Thedital Systems Group’s net sales to
external customers increased by approximately $8lion, primarily as a result of delivery on a roagontract in Eastern Europe.

The Power Conversion Group’s net sales toreateustomers declined $2.8 million from fiscaD2Go fiscal 2002. Within the Power
Conversion Group, the Electronic Systems and CompisrDivision (our RFI subsidiary) achieved a modtesrease in sales of
approximately $500,000 across a broad range obmests and products. The $3.4 million decline irsah fiscal 2002 in our High Voltage
Power Division was caused principally by a shifoaf portable X-Ray product line from our Deer Rétkw York facility (which had been
included in the Power Conversion Group) to our MallBystems Group’s facility in Franklin Park,iltis. In addition, we experienced a
decline in the sales of standard catalogue progdantsa decline of sales in the semiconductor ab@iuipment markets. These declines in
sales were offset by increases in sales of “contranufacturedpower supplies that we provided to major OEMs, whgpically margins al
lower. This shift in product mix (as well as thecliiee in volume, and the negative effects of opeepleverage) contributed to the decline in
margin in this segment noted below.

Gross margins for fiscal 2002 versus fisc@l2@eclined slightly from 19.7% to 19.4%. Gross giragt the Medical Systems Group
increased from approximately 19% to approximat&ye2Most of the improvement in margin in our Medi8gstems Group was achieved at
the U.S. operations due to improved sales andrisitorption of fixed costs. Gross margins in i&@02 were impacted by a $0.6 million
provision for excess and obsolete inventory as @egto a provision of $0.9 million in fiscal 200mhe fiscal year 2001 provision was
higher, reflecting older inventories purchasedrinmyears becoming obsolete under applicationusfgmlicy as described in the Accounting
Policy note to the accompanying financial statement

We experienced a 4.5% decline in gross mdggithe Power Conversion Group, representing aitogscome of approximately
$2.0 million (estimated as the 4.5% decline in gnugrgin percentage times the $43.8 million salékeé Power Conversion Group segment
in fiscal 2002). More than half of this declinegross margin occurred at our Electronic SystemsGordponents Division (our RFI
subsidiary). In March of 2002, RFI was served veittubpoena by the U.S. Attorney for the Eastertribi®f New York in connection with
an investigation by the DOD.

The DOD investigation led us to undertake @mun internal examination of that business, and ageab to completely reengineer RFI's
quality control practices, which short term resdilie lower Gross margin for this business in tharfio quarter of fiscal 2002.

As a result of our examination of RFI's qualibntrol practices, we also recognized a non-chasinge of approximately $297,000 to write
off certain inventory we determined did not meétakvant DOD specifications.

The remainder of the decline in the Power @osion Group’s gross margin in fiscal 2002 is dueur High Voltage Power Division for
the following reasons:

1. Reorganization of Facilities—We recorded a provision of $770,000 for closur@xosfiscal 2001 when we made the announce
to close our Deer Park facility. We experienced samefficiencies in the completion of the closufe
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this facility in the first and second quartersistél 2002, and recognized those inefficienciesuaient costs

2. Unfavorable Product Mix Change — In fiscal 2002, we experienced a decline in #lesof standard catalogue products, and a
decline of sales to the semiconductor capital egaift markets. These declines in sales were offsgidoeases in sales ofdntract
manufacture” power supplies that we provided to major OEMs, whtgpically margins are lowe

3. Declinein Sales— A decline in sales overall leads to lower grossgimanMaterial costs generally maintain the saniatien to sale
volume, other overhead costs are generally fixethiare and, as volume declines, fixed costs dgeogrally decline as rapidly as
the sales volume

Research and development expenses were $fichrm fiscal 2002 and fiscal 2001, with a smadicline in the Medical Systems offset by
a small increase in our Power Conversion Grougsicaf 2002. In our U.S. Medical Systems operatiaressreduced headcount in our
engineering and development department. In our Migltage Power Division, we increased spendingannection with certain power sup)
technology we are developing for radiation oncolegstems.

Selling, general and administrative expense®w21.2 million in fiscal 2002 as compared to.816illion in fiscal 2001. The increase is
due primarily to increased audit and other accognfiees of approximately $2.5 million, increaseghlefees associated with the items
discussed below (other than those included irditan settlement costs) of approximately $500,@0@, increased consulting fees associated
with organizational development, strategic planrang management information systems of approxim&eR million.

The following comments relate to the line itértigation Settlement Costs” included in our Statent of Operations:

1.  As aresult of obtaining the final court approwhthe class action settlement agreement, we rézed a non-cash charge of $7.1
million in the third quarter of fiscal 2002 attritable to the final valuation of the shares and & issued in the settlement. These
shares and warrants were originally valued at $#lion in July 2001 pending final court approvhit, as of the settlement date on
January 29, 2002, were revalued upwards by $7liomfor a total of $11.5 million. When we recordigse non-cash charges in
the third quarter, we also recognized approxima$l§0,000 of related legal costs. These costs wféset by a recovery from
insurance of $258,000, attributable to legal cbsts the class action litigation since its inceptioecognized in the first quarter of
fiscal 2002,

2. Inthe first quarter of fiscal 2003, we announeadagreement in principle with the staff of theC3# settle the SEC'’s investigation
of financial statements issued by our previous mament. The proposed settlement will include a pg&up to $400,000, and |
injunction against future violations of the antifth periodic reporting, books and records and inatesiccounting control provisions
of the federal securities law. The settlement maguibject to, among other things, any future restant of our historical financial
statements or other material adjustments. Howswegre not aware of any restatements or adjustmeqisred with respect to
financial statements filed with this Annual Repdmtaddition, the proposed settlement will req@épproval by the SE!
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and by the appropriate U.S. District Coutteile can be no assurance that this proposed setilewil be approved by either the
SEC or the appropriate U.S. District Court. Althbwge have not reached a binding agreement witlSEf@ on this settlement
proposal, we believe that this agreement in priedpa reasonable basis on which it can now estitiee financial impact of this
SEC investigation. As a result, we recorded a ahafds685,000 in the fourth quarter of fiscal 208ted to this agreement in
principle with the SEC staff, which includes assted legal cost:

In July 2002, we announced the closure ofBrrtan facility in Hicksville, New York, which wilbccur during fiscal 2003. As a result of
this closure, we have accrued for various facsitieorganization costs of $1.3 million in fiscaD20including severance pay and future lease
costs. During the previous year, we announced|d=ie of our DynaRad facility in Deer Park, Newrland accrued approximately
$770,000 in closure costs. In addition, in fisd@02 we recorded a charge of approximately $50,00€he closure of a small Medical
Systems Group facility.

Net interest expense was $1.2 million in fi@02. Interest income was $449,000 in fiscal 2@32compared to $164,000 in the prior
year. This increase was primarily a result of ies¢iearned on income tax refunds. Gross interggnese was $1.6 million in fiscal 2002
compared to $1.5 million in fiscal 2001. We replhoair prior credit agreement in June 2002. Untt time, our prior line of credit had been
in default and we paid additional penalty intedsirges on the outstanding balances due to thésief

Income tax benefit as a percent of pre-tagdsdor fiscal 2002 was approximately 22%, as coetht 38% for fiscal 2001. The decrease
in tax benefit was due to, among other thingsjriigact 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 Sadegdtation tax benefits.

The net loss for fiscal 2002 was $12.0 millias compared to $8.5 million in the prior yeareTicreased loss is primarily due to the
higher audit, accounting and consulting fees ireaiduring fiscal 2002 and a decrease in incomédafits, offset by a higher gross margin
from increased sales, and a reduction in litigatietilement costs.

Basic and diluted loss per share for fiscdl2®@as $1.38 as compared to $1.09 in fiscal 208&.Weighted average number of common
shares outstanding was 8,680,848 for fiscal 2092papared to 7,847,515 in the prior year. Theciase in the weighted average number of
shares outstanding is a result of the issuanchares in May 2002 in connection with the settlentdribhe class action lawsuit.

LIQUIDITY AND CAPITAL RESOURCES
Fiscal 2003 Compared to Fiscal 2002
We fund our investing and working capital reddough a combination of cash flow from operatiand short-term credit facilities.

Working Capital - At August 2, 2003 and Aug8s2002, our working capital was approximately $1Ir8illion and $18.6 million,
respectively. At such dates we had approximatels $illion and $0.9 million, respectively, in caahd cash equivalents. As of August 2,
2003 we had approximately $3.8 million of excessdwwing availability under our domestic revolvingedit facility.
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As a result of the potential settlement of E@D investigation, we have taken a temporary rédoof $0.5 million against our excess
domestic borrowing availability under the TransaicgFacility. At this time, we do not expect thésmporary reductions of borrowing
availability to have a material detrimental impantour ability to finance working capital requiremt® However, there can be no assurance
that the ultimate outcome of the DOD investigatioatters will not differ materially from our estineator the amount of the temporary
reduction.

In addition, as of August 2, 2003, our Villzbsidiary has an aggregate of approximately $6lifomiof excess borrowing availability
under its various shoterm credit facilities. Terms of the Italian crefiitilities do not permit using borrowing availatyilto finance operatin
activities at our U.S. subsidiaries.

Cash Flows from Operating Activities — For tlear ended August 2, 2003 the Company generafdxdmately $4.9 million of cash
from operations, compared to a generation of $6lBmin last year’s period. Contributing to thygar’'s cash generation were a decrease in
trade receivables of approximately $3.8 milliomgduction in inventory of approximately $3.6 mitiocand collection of approximately
$4.1 million in income tax receivable. This incotag receivable was the result of filing amendedr&urns and carryback claims for fiscal
1997 through 2001 due to a change in the tax lamsitting loss carry backs of five years from tweays.

Cash Flows from Investing Activities - We cione to invest in capital equipment and improveragptincipally for manufacturing
operations, in order to improve our manufacturiagability and capacity. We have expended approxind2.0 million in facility
improvements and capital equipment for the yeaednlgust 2, 2003, principally at the Power Coneer&roup’s Valhalla facility related
to the consolidation of the Hicksville product linén addition, our Villa subsidiary made improvertseto its HVAC system. We anticipate
fiscal 2004 capital expenditures will be lower thha expenditures in fiscal 2003 due to the conguienf the facility consolidation work in
Valhalla and the HVAC system in Italy during fis@4l03.

Cash Flows from Financing ActivitiePuring fiscal 2003, we repaid a total of approxieiat$2.6 million of indebtedness on our dome
and ltalian borrowings.
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The following table summarizes our contractalgations, including debt and operating leaseSugyust 2, 2003:

Within 2-3 4-5 After 5

Obligations Total @D 1 Year Years Years Years

Long-Term Debt Obligation $2,89¢ $ 50€ $1,037 $ 771 $ 57¢
Capital Lease Obligatior 3,07z 14¢ 35¢ 641 1,92¢
Subordinated Not 2,00( — — 2,00( —
Operating Lease Obligatiol 1,87: 95¢ 897 17 —
Total Contractual Cash Obligatio $9,84( $1,61¢ $2,29:2 $3,42¢ $2,50¢

(1) In addition, as of August 2, 2003 we had appratety $6.2 million revolving credit debt in the U&hd $0.2 million in Italy. The
Italian credit facilities are generally renewedaoyearly basis and the Transamerica Facility maturéiscal 2005. The maturity of the
Transamerica Facility is subject to acceleratioarugertain events of default as defined in theitagteement, including uncured
covenant defaults. Upon maturity, the Company gtes refinancing any balances remaining on ti& facility.

Credit Facility and Borrowing - The Companysfza$10 million senior revolving credit agreemeithwWwransamerica under the
Transamerica Facility dated as of June 10, 200 fHeility has a term of three years and intewester this U.S. credit facility is at prime
plus 3/4%, or at the Comparsydption, at a rate tied to LIBOR. The interest @ the revolving line of credit is 4.75% at Augs2003. Thi
Transamerica Facility is subject to commitment fee3/8% on the daily unused portion of the fagijlppayable monthly. Under terms of the
Transamerica Facility, interest is calculated basethe higher of the actual balance, or a floephang credit balance of $5 million. The
Transamerica Facility is secured by substantidligfahe Company’s accounts receivable, inventaryd fixed assets in the U.S. The terms of
the Transamerica Facility require the Company toy with various operational and financial covetsaand place limitations on the
Company’s ability to make capital expenditures tmpay dividends.

In the fourth quarter of fiscal 2003, we bitead the tangible net worth financial covenants @ioetd in our Loan and Security Agreement,
dated June 10, 2002, with Transamerica BusinesgaC&orporation (“Transamerica”), as amended (ffransamerica Agreement”). In
October 2003, we received a waiver of such defemth Transamerica and signed a Third Amendment Wiemsamerica. This Third
Amendment includes revisions to the tangible neathvinancial covenant as well as adjustments ¢odther financial covenants. Previously,
in the first quarter of fiscal 2003, the Companyaditied a waiver of non-compliance with the adjustathings, adjusted U.S. earnings, senior
debt ratio and fixed charge coverage ratio findreaenants contained in the Transamerica Facllitfpecember 2002, the Company signed
a Second Amendment with Transamerica, which indudeisions of those covenants previously breadRedmore discussion on the
Transamerica Facility, see Notes to Consolidatedrkiial Statements in Part Il, Item 8, “Financigt8ments and Supplementary Data” of
this Annual Report.

Our Villa subsidiary is a party to various ghterm credit facilities with interest rates ramgifrom 6% to 14%. These facilities generally
renew on a yearly basis and include overdraft,ivabées and import export financing facilities.

In addition, Villa a party to various mediuerh commercial and Italian Government long-terrmfaJedium term facilities have interest
rates ranging from 3 to 6%, with principal
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payable semi-annually through maturity in March 208nd interest payable quarterly. The Governnmrg-term facilities have an interest
rate of 3.4% with principal payable annually thrbugeptember 2010. Villa’s manufacturing facilitysighject to a capital lease obligation
which matures in 2011 with an option to purchas#a\s in compliance with all related financial\@nants under these short and long-term
financings.

As of August 2, 2003, the Company has a minintiability and corresponding debit in other contpasive income to account for the
unfunded status of its defined benefit plan, inoadance with SFAS No. 87. In accordance with SFAS 88, at the time of final settlement
the pension plan, the Company will recognize areagp to the statement of operations for the amafisuch debit to other comprehensive
income, adjusted for the difference between thétoolsuy the annuities necessary to settle theipembligation and the amount of the
recorded net liability. The Company expects toedhis plan by the end of calendar year 2004, athvpoint it expects to recognize a related
charge of approximately $0.5 million. At time ottiement, the Company estimates the cash disburgeime@urchase the annuity will be
approximately $0.2 million.

During fiscal 2004 we intend to complete aisggtion statement with the SEC covering the issaaf one million shares of our common
stock underlying warrants that were issued to oedhareholders in connection with the previouseaalder litigation. Prior to completing
this amended registration statement and havingdladed effective, we must satisfactorily respanduestions raised by the SEC in its rev
of the registration statement, and there can bassarances that the SEC will declare the registratiatement effective in fiscal 2004. Shc
the SEC declare this registration statement effecshareholders would be able to exercise theawtrissued as part of the shareholder
litigation settlement and purchase the Company’sroon stock at a price of $2 per share. These wiareag also callable by the Company at
a price of $0.25 per warrant, if the Common Stoekiés at or above $4 per share for ten (10) cotisealays. We anticipate using any
proceeds received from exercise of the warranpayodown our Transamerica Facility.

As described in Part I, Item 3, “Legal Prodagd” of this Annual Report, management had dewadogn estimate of the low end of the
potential range of the financial impact of a poi@rtomprehensive settlement with the DOD regardingngoing investigation of our RFI
subsidiary. Accordingly, during the third quartéfiscal 2003, we recorded a charge of $2.3 milliwhich represents our estimate of the low
end of a range of potential fines and legal andgssional fees. The liability associated with ttfigrge is included in Litigation settlement
reserves on the accompanying balance sheet asgofsd@, 2003. In October 2003, based on discussithghe U.S. Government, the
Company was advised that the U.S. Government ieetly seeking approximately $5 million in the finand restitution portion of any
comprehensive settlement. The Company is contingimgggotiate with the U.S. Government regardicg@prehensive settlement, includ
the amount of such fines.

It is possible that the DOD could seek a “detemnt” or exclusion of the Company from doing besis with U.S. Government entities for a
period of time. Because management believes thaisitheen responsive in addressing the problemaffleated RFI in the past, and RFI is
the sole source provider of certain products tess\critical defense programs, we are hopeful tliaability to service the governmental ¢
defense sectors will not be interrupted as a redulte potential settlement. There can be no asserthat such a settlement will be reached
and, even if such a settlement is reached thailtimeate fines and outcome of any settlement woll vary significantly from the Company’s
original estimate and expectations. In additiorthsa settlement, even on the most
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favorable terms, may have a material adverse imgattte Company'’s financial condition, liquiditychaperations.

The Company’s newly elected Board of Directmas reviewed the “change in control” provisiongameling payments totaling up to
approximately $1.8 million under the employmentesgnent between the Company and its former Chietke Officer, Mr. Samuel E.
Park. As a result of this review and based upomranother things, the advice of special counselGbmpany’s Board of Directors has
determined that no obligation to pay these amaouassbeen triggered. Prior to his departure fronCtbapany on October 10, 2003, Mr. Park
orally informed the Company that, after reviewihg matter with his counsel, he believes that tHigation to pay these amounts has been
triggered. On October 27, 2003, the Company rededvietter from Mr. Park’s counsel demanding payneéicertain sums and other
consideration pursuant to the Company’s employragreement with Mr. Park, including these changeootrol payments. If paid in a lump
sum, these payments may have a material adveess eff the Company’s liquidity. In the event MrriPgeeks to assert a claim for these
payments, it is not possible to predict the outcafmany such claim; however, the Company’s BoarBioéctors does not believe that such a
claim is reasonably likely to result in a matedeatrease in the Company’s liquidity in the forebdméuture.

The outcome of the elections at the CompaAwisual Meeting of Shareholders held on May 29, 2@j8esents a change in control under
change in control agreements between the Compahgach of four other members of executive managerkenvever, as each of these
agreements contains “double-triggers” requiringtdrenination of the individual, no change in cohfrayments are currently due to any such
individuals.

We anticipate that cash generated from ogeraitand amounts available from credit facilitie né sufficient to satisfy our currently
projected operating cash needs for at least thetwekve months, and for the foreseeable futuréhénevent the potential settlement of the
DOD investigation is materially higher than antetigd we will consider all available alternativeawver, there is no assurance that any
alternatives will be available to the Company oceptable terms at such time.

Fiscal 2002 Compared To Fiscal 2001

Working Capital — At August 3, 2002 and Ju8; 2001, our working capital was approximately $Iiillion and $22.3 million,
respectively. At such dates, we had approximat885$00 and $1.4 million, respectively, in cash aash equivalents. The decline in cash
was principally in our U.S. operations. Until Jl@@2, because we were in default of our formeritfadility and there was no ability to
borrow any additional funds under that facility, kept higher balances in cash and cash equivdientgorking capital requirements. Since
obtaining the Transamerica Facility, lower castabeés are required.

We have achieved a substantial improvemeatiworking capital management during the last@ligear. From the end of fiscal 2001 to
the end of fiscal 2002, our inventory
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declined by approximately $6.6 million, while oaes increased 5.6%. Most of the improvement iemory turnover was in our Power
Conversion Group.

Subordinated Note — In connection with ousslaction settlement, the Company issued a $2l@mdubordinated note in April 2002,
(the “Subordinated Note”). The present value, comgat 12%, of the future principal and interest dader this Subordinated Note is $1.6
million as of August 3, 2002. The Subordinated Netdue in March 2007 and carries a nominal intawgs of 6%, which is payable at
maturity.

Capital Expenditures — In fiscal 2002, we exgedl approximately $1.2 million for capital equiprhand $677,000 during fiscal 2001.

Issuance of Shares and Warrants — In conmegtiith our shareholder class action settlementisaged common shares and warrants to
purchase common shares to certain shareholdersdthty portion of the settlement in common shaoésed $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 agrednmeprinciple to settle this litigation, the coromshares portion of the settlement was
initially valued at $3.8 million and warrants atgB6000. These shares and warrants were revalukthaary 29, 2002 when the final court
approval was received. The increase in value ofétilement securities of $7.1 million ($6.0 mitlioommon share value increase,
$1.1 million warrant value increase) resulted imoa-cash charge in the third quarter of fiscal 200% common shares and warrants were
issued and distributed in May 2002.

Effects of New Accounting Pronouncements

SFAS No. 145, Rescission of FASB StatementsdNd4, and 64, Amendment of FASB Statement Npah8 Technical Corrections was
issued in April 2002. This pronouncement rescinBEAS No. 4, Reporting Gains and Losses from Exigiguent of Debt, SFAS No. 64,
Extinguishments of Debt to Satisfy Sinking-Fund Regments, and SFAS No. 44, Accounting for Intafegisssets of Motor Carriers, and
changed the accounting treatment for capital leasdifications by amending SFAS No. 13, Accountinglfeases. This pronouncement also
amends the existing authoritative pronouncementsake various technical corrections, clarify megajror describe their applicability under
changed conditions. The provisions of SFAS No. dvbeffective for financial statements issued f&edl years beginning after May 15,
2002. The adoption of this statement did not hameaterial effect on the Company’s consolidatedrfaial statements.

SFAS No. 146, Accounting for Costs Associatetth Exit or Disposal Activities, was issued in &2002. SFAS No. 146 revises the
accounting and reporting for costs associated @xthor disposal activities to be recognized whdialaility for such cost is incurred rather
than when an entity commits to an exit plan. SFAS M6 is effective for exit or disposal activitiegiated after December 31, 2002. SFAS
No. 146 does not impact previously recorded liib8iand, therefore, the initial adoption of thisnslard did not have a material effect on
Company’s consolidated financial statements.

In November 2002, the FASB issued FASB Intetgtion No. 45, “Guarantor’'s Accounting and Discl@sRequirements for Guarantees,
Including Indirect Guarantees of Indebtedness be@t, and interpretation of FASB Statements No7srid 107 and Recession of FASB
Interpretation No 34.” which, among other thingquires additional
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product warranty disclosures. The Company has gealvthe additional disclosure required in the Ntdethe Company’s consolidated
financial statements

In January 2003, the FASB issued FASB Intagtien No. 46 “Consolidation of Variable Interesitiies (“VIE”), an Interpretation of
ARB No. 51."FIN 46 requires certain variable interest entitebe consolidated by the primary beneficiary &f émtity if the equity investo
in the entity do not have the characteristics obatrolling financial interest or do not have scint equity at risk for the entity to finance its
activities without additional subordinated fina@apport from other parties. FIN 46 was effeciivenediately for new VIEs established or
purchased subsequent to January 31, 2003. Fora&fitesed into prior to February 1, 2003, FIN 46 wdginally effective for interim periods
beginning after June 15, 2003. In October 2003FHASB deferred this effective date until interimasmual periods ending after
December 15, 2003. Early adoption is permitted. ddheption of FIN 46 for these VIEs is not expedietiave a material impact on the
Company’s consolidated financial condition or résiof operations. FIN 46 further requires the disate of certain information related to
VIEs in which the Company holds a significant vah@interest. As of August 2, 2003, the Companyrditiown any such interests that
required disclosure.

SFAS No. 148, Accounting for Stock-based Comgpéon-Transition and Disclosure, an amendmeRtA8B Statement No. 123, amends
SFAS No. 123 to provide alternative methods ofgitian for a voluntary change to the fair valuedthmethod of accounting for stock-based
employee compensation. It also amends the dis@gaavisions of SFAS No. 123 to require promindstidsure in both annual and interim
financial statements about the method of accouritingtock-based employee compensation and theteffehe method used on reported
results. The Company has elected to continue towtdor stockbased awards to employees using the intrinsic valeiod of accounting
accordance with Accounting Principles Board Opiniém25, “Accounting for Stock Issued to Employeeghe Company'’s practice in
granting these awards to employees is to set thecise price of the stock options equal to the migpkice of our underlying stock on the d
of grant. Therefore under the intrinsic value methw compensation expense is recognized in thep@oy’s Consolidated Statements of
Operations.

In April 2003, the FASB issued SFAS No. 14féndment to Statement 133 on Derivative InstrumamntésHedging Activities. SFAS
No. 149 amends and clarifies accounting for deifreainstruments, including certain derivative instrents embedded in other contracts,
for hedging activities under SFAS No. 133. SFAS M0 is applied prospectively and is effectivedontracts entered into or modified after
June 30, 2003, except for SFAS No. 133 implemenridtisues that have been effective for fiscal guathat began prior to June 15, 2003
and certain provisions relating to forward purclsased sales on securities that do not yet exigt.adoption of this statement did not have a
material effect on the Company’s consolidated faialnstatements.

During May 2003, the FASB issued Statemeriin&ncial Accounting Standards No. 150, “AccountiogCertain Financial Instruments
with Characteristics of both Liabilities and Equit$FAS 150 clarifies the accounting for certaimafincial instruments with characteristics of
both liabilities and equity and requires that thimstruments be classified as liabilities in stadats of financial position. Previously, many of
those financial instruments were classified astgq8FAS 150 is effective for financial instrumept#tered into or modified after May 31,
2003 and otherwise is effective at the beginnintheffirst interim period beginning after June 2603. The Company anticipates that there
will be no material effect on its consolidated fic@l statements upon the adoption of SFAS 150.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

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

Interest rate risk

Our U.S. and foreign revolving credit facéiiand certain of our Italian subsidiary’s long¥tetebt incur interest charges that fluctuate
with changes in market interest rates. See NofeNbtes to Consolidated Financial Statements irediich Part 11, Item 8 of this Annual
Report. Based on the balances as of August 2, 200Bicrease of 1/2 of 1% in interest rates wontddase interest expense by approxims
$50,000 annually. There is no assurance that stteages will increase or decrease over the negalffiyear. Because we believe this risk is
material, we do not undertake any specific stepedoace or eliminate this risk.

Foreign currency risk

The financial statements of Villa are denortédan Euros. Based on our historical results aquketed future results, Villa accounts for
approximately 30% to 45% of our total revenuesgeldas part on the rate at which VillaEuro denominated financial statements have be
will be converted into U.S. dollars. In additioven the last 3 years, Villa has contributed positiperating income, as compared to our
consolidated operating losses. Having a portioounffuture income denominated in Euros exposes usarket risk with respect to
fluctuations in the U.S. dollar value of future BEwarnings. A 10% decline in the value of the BEarfiscal 2003, for example, would have
reduced sales by approximately $2.7 million, andilidnave increased our consolidated operatingdgsspproximately $124,000 (due to the
reduction in the U.S. dollar value of Villa’s optng income.)

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements of then@any, including the notes to all such statemantsother supplementary data are included
in this report beginning on page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

Not applicable.
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ITEM 9A. CONTROLS AND PROCEDURES

The Company, under the supervision and wighpidirticipation of the Company’s management, inalydValter F. Schneider, Chief
Executive Officer and Thomas V. Gilboy, Chief Fica Officer, has evaluated the effectiveness efdhsign and operation of the
Company’s “disclosure controls and proceduressuah term is defined in Rules 13a-15e and 15d-i&@pgated under the Securities
Exchange Act of 1934, as amended, as of this AnRepbrt. Based upon that evaluation, the Chief Etkee Officer and Chief Financial
Officer have concluded that the Company’s disclesuuntrols and procedures were effective as oétiteof the period covered by this report
to provide reasonable assurance that informatiquired to be disclosed by the Company in reposasitHiles or submits under the Securities
Act of 1934, as amended Act is recorded, processedmarized and reported within the time perio@ied in SEC rules and forms.

In the ordinary course of business, the Compauatinely enhances its information systems blyeziupgrading its current systems or
implementing new systems. There were no changég®i€ompany’s internal controls or in other factiwiat could significantly affect these
controls, during the Company’s fourth fiscal quagrded August 2, 2003 that have materially affobe are reasonably likely to materially
affect, the Company’s internal control over finadceporting.
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PART Il
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this Item 10 fdirdirectors and executive officers of the Comp@incorporated herein by reference to the
Company’s definitive Proxy Statement pursuant tgiRation 14A for the 2004 Annual Meeting of Stoclders, which Proxy Statement will
be filed with the SEC not later than 120 days &fterend of the fiscal year covered by this AnrRepbort.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 wi#spect to executive compensation is incorporagediin by reference to the Company’s
definitive Proxy Statement pursuant to RegulatidA for the 2004 Annual Meeting of Stockholders, gfhProxy Statement will be filed wi
the SEC not later than 120 days after the endedfisical year covered by this Annual Report.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by this Item 12 wittspect to security ownership of directors, exeeutifficers and substantial stockholders is
incorporated herein by reference to the Compangfsidive Proxy Statement pursuant to RegulatioA fdr the 2004 Annual Meeting of
Stockholders, which Proxy Statement will be fileihathe SEC not later than 120 days after the drideofiscal year covered by this Annual
Report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item 13 wittspect to certain relationships and transactiebsden directors and executive officers and
substantial stockholders of the Company with then@any is incorporated by reference to the Compadgfinitive Proxy Statement pursui
to Regulation 14A for the 2004 Annual Meeting od&tholders, which Proxy Statement will be filedimihe SEC not later than 120 days
after the end of the fiscal year covered by thisdal Report.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Pursuant to SEC Release No. 33-8183 (as corregt@lzase No 33-8183A), the disclosure requiremeifntsis Item are not effective until
the Annual Report on Form 10-K for the first fisgelr ending after December 15, 2003.
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PART IV

ITEM 15.

(@) 1.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORT S ON FORM é&-K

Financial Statements Page Number

2.

3.

Exhibit
Number

2.1

3.1

3.2

3.3

CONSOLIDATED FINANCIAL STATEMENTS OF DEL GLOBAL TEEINOLOGIES CORP. AND
SUBSIDIARIES:

Independent Audito’ Report F1
Consolidated Balance Sheets as of August 2, 2003agust 3, 200: F2-F3
Consolidated Statements of Operations for the Fiéears Endel

August 2, 2003, August 3, 2002 and July 28, 2 F4
Consolidated Statements of Cash Flows for the Fiéears Ende«

August 2, 2003, August 3, 2002 and July 28, 2 F5
Consolidated Statements of Sharehol' Equity for the Fiscal Years End

August 2, 2003, August 3, 2002 and July 28, 2 F6-F7
Notes to Consolidated Financial Statements foFikeal Years Ende

August 2, 2003, August 3, 2002 and July 28, 2 F8- F31
Financial Statement Schedule

Schedule Il Valuation and Qualifying Accoul F-32
Exhibits

Description of Document

Stock Purchase Agreement (related to the acquisitiovilla Sistemi Medicali S.p.A.) dated as of ecber 28, 1999.
Filed as Exhibit 2.1 to Del Global Technologies @aCurrent Report on Form 8-K dated May 4, 2000 iandrporated
herein by referenct

Certificate of Incorporation dated October 25, 195#ed as Exhibit to Del Electronics Corp. Regsitsn Statement on
Form &1 (No. 2-16839) and incorporated herein by refere!

Certificate of Amendment of Certificate of Incorption dated January 26, 1957. Filed as ExhibiteébBectronics Corp.
Registration Statement on Forr-1 (No. 2-16839) and incorporated herein by refere!

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

3.4

3.5

3.6

3.7

3.8

3.9

3.10

4.1
4.2

4.8

4.9

4.10

4.11*

Description of Document

Certificate of Amendment of Certificate of Incorption dated March 18, 1985. Filed as Exhibit 3.D&b Electronics
Corp. Form 1-K for the year ended August 2, 1989 and incorpdratrein by referenc

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

Certificate of Amendment of the Certificate of Imporation of Del Electronics Corp., dated Februarg991. Filed with
Del Electronics Corp. Proxy Statement dated Jan2ayy1991 and incorporated herein by refere

Certificate of Amendment of the Certificate of Imporation of Del Electronics Corp. dated Februaty11996. Filed as

Exhibit 3.6 to Del Global Technologies Corp. Ann&aport on Form 10-K for the year ended August9B8land
incorporated herein by referen:

Certificate of Amendment of Certificate of Incorption of Del Global Technologies Corp. dated Fehyrda®, 1997. Filed
as Exhibit 3.1 to Quarterly Report on Form 10-Qtfar quarter ended February 1, 1997 and incorpbtetesin by
reference

Amended and Restated By-Laws of Del Global Techgie®Corp. Filed as Exhibit 3.1 to Current ReporfForm 8-K
dated September 5, 2001 and incorporated hereiafeyence

Amendment No. 1 to the Amended and Restated By-lafidel Global Technologies Corp. dated July 1Q2iled as
Exhibit 3.01 to Current Report on Forr-K dated July 30, 2003 and incorporated herein bgreace

Intentionally Omitted.
Intentionally Omitted.

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

Warrant Certificate of Steven Anreder. Filed asiBiti.2 to Del Global Technologies Corp. QuarteRigport on
Form 1(-Q for the quarter ended January 29, 2000 and incated herein by referenc

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

Del Global Technologies Corp. Amended and Restatedk Option Plan (as adopted effective as of Jgnlial994 and

as amended December 14, 2000). Filed as Exhititté. Del Global Technologies Corp. Annual Reporfanm 10K for
the year ended August 3, 2002 ¢
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Exhibit
Number

4.12*

4.13*

4.14*

4.15

10.1*

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

Description of Document

incorporated herein by referen:

Stock Purchase Plan. Filed as Exhibit 4.9 to Det#&bnics Corp. Annual Report on Form KGer the year ended July -
1989 and incorporated herein by referel

Option Agreement, substantially in the form usedannection with options granted under the Plaledras Exhibit 4.8 t
Del Electronics Corp. Annual Report on Forn-K for the year ended July 29, 1989 and incorporatzein by referenci

Option Agreement dated as of December 28, 1998d kit Exhibit 4.2 to Del Global Technologies C@prrent Report
on Form K dated May 4, 2000 and incorporated herein byregfee.

Warrant Agreement substantially in the form usedlf600,000 warrants issued in connection withsiiilement of the
Class Action Lawsuit on January 29, 2002. FiledEsisibit 10.12 to Del Global Technologies Corp. AahReport on
Form 1(-K for the year ended August 3, 2002 and incorpdratrein by referenc

Intentionally Omitted.

Intentionally Omitted.

Intentionally Omitted.

Intentionally Omitted.

Intentionally Omitted.

Intentionally Omitted.

Lease Agreement dated April 7, 1992 between MessdRgalty Del Electronics Corp. Filed as Exhib@)g{o Del
Electronics Corp. Quarterly Report on Forn-Q for the quarter ended May 2, 1992 and incorpdratgein by referenc

Lease and Guaranty of Lease dated May 25, 1994eketlveshow Enterprises and Bertan High Voltage Ctited as
Exhibit 2.5 to Del Electronics Corp. Current RepamtForm 8-K dated June 10, 1994 and incorporageeli by
reference

Lease dated January 4, 1993 between Curto Rey@alisich Inc. and Del Medical Imaging Corp. (fortlgemows as

Gendex-Del Medical Imaging Corp.). Filed as Exhiti}it21 to the Del Global Technologies Corp. Regii&in Statement
on Form &2 (No. 33:-2991) dated April 30, 1997 and incorporated hebgimeference
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Exhibit
Number

10.10

10.11

10.12

10.13*

10.14*

10.15

10.16

10.17

10.18

Description of Document

Loan and Security Agreement dated June 10, 20GRgiprincipal amount of $10,000,000, between Deb&l
Technologies Corp., Bertan High Voltage Corp., RBiporation and Del Medical Imaging Corp. (Borrog)eaind
Transamerica Business Capital Corporation. The @Goypgrees to furnish supplementally a copy of@mitted exhibits
or schedules to the SEC upon request. Filed adiEx@8.01 to Del Global Technologies Corp. Curri@eport on Form 8-
K filed on November 4, 2002 and incorporated hebsimeference

Subordinated Promissory Note substantially in trenfused for a total principal amount of $2 millissued in connectic
with the settlement of the Class Action LawsuitJamuary 29, 2002. Filed as Exhibit 10.11 to Delb@larechnologies
Corp. Annual Report on Form -K for the year ended August 3, 2002 and incorpdratrein by referenc

Intentionally Omitted.

Executive Employment Agreement dated May 1, 2091aridl between Del Global Technologies Corp. andughis.
Park. Filed as Exhibit 99.1 to Del Global TechnadsgCorp. Current Report on Form 8-K filed on Auglis2001 and
incorporated herein by referen:

Change of Control Agreement substantially in thenfased by the Company for the current executifieest as named
Item 11, except for Samuel E. Park (see Exhibit3).Filed as Exhibit 10.14 to Del Global TechnaézgCorp. Annual
Report on Form 1-K for the year ended August 3, 2002 and incorpdratrein by referenc

Extension and Modification Agreement (lease agredgjdated as of July 30, 2002 between Praediunalhaila LLC ant
Del Global Technologies Corp. Filed as Exhibit B0t Del Global Technologies Corp. Annual Reporfanm 10-K for
the year ended August 3, 2002 and incorporatedrhbyereference

Grant Decree No. 0213 between the Ministry of Itgudrade and Handicrafts and Villa Sistemi Medli€ap.A. dated
September 6, 1995. Filed as Exhibit 10.16 to Delb@l Technologies Corp. Annual Report on Form lfdikihe year
ended August 3, 2002 and incorporated herein lereate

Financial Property Lease Contract no. 21136 datattmM30, 2000 between ING Lease (Italia) S.p.A. ¥ditld Sistemi
Medicali S.p.A. Filed as Exhibit 10.17 to Del Gléd@&chnologies Corp. Annual Report on Form 10-Ktfar year ended
August 3, 2002 and incorporated herein by refere

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

May 6, 2002. Filed as Exhibit 10.18 to Del Globakhnologies Corp. Annual Report on Form 10-K far ykear ended
August 3, 2002 and incorporated herein by refere
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Exhibit
Number Description of Document

10.19 Private Contract between Banca Mediocredito S.mé\ \dilla Sistemi Medicali S.p.A. dated November1998 in the principal
amount of 3 billion Lire. Filed as Exhibit 10.19Be| Global Technologies Corp. Annual Report onfkd0-K for the year
ended August 3, 2002 and incorporated herein lereate

10.20* Change of Control Agreement as approved by thedoBDirectors on October 24, 2002, substantiailyhie form used by its
current executive officers (in the case of WalteBEhneider, as amended pursuant to Exhibit 10eP20i). Filed as
Exhibit 10.20 to Del Global Technologies Corp. AahReport on Form 10-K for the year ended Augu&0®?2 and
incorporated herein by referen:

10.21 Waiver and First Amendment to Loan and Securitye®gnent dated as of November 1, 2002 among Del Glazdnologies
Corp., Bertan High Voltage Corp., RFI Corporation &el Medical Imaging Corp. (Borrowers) and Transsca Business
Capital Corporation. Filed as Exhibit 99.02 to Bbbal Technologies Corp. Current Report on Fork fied on November £
2002 and incorporated herein by referel

10.22 Second Amendment to the Loan and Security Agreentaed December 17, 2002 among Del Global Techresdgorp.,
Bertan High Voltage Corp., RFI Corporation and Biedical Imaging Corp. (Borrowers) and TransameBaoainess Capital
Corporation. Filed as Exhibit 10.1 to Del Globakhrologies Corp. Quarterly Report on Form 10-Qtffier quarter ended
November 2, 2002 and incorporated herein by reter¢

10.23 Settlement Agreement and Release dated March 03, [2pand between Del Global Technologies Corp.ianaffiliates,
subsidiaries, present and former directors, officagents, accountants, attorneys, stockholderdepessors and the agents and
attorneys of its present and former directors, laswhard A. Trugman and each of his heirs, admiatists, liquidators,
executors, successors, and assigns. Filed as E4BiR to Del Global Technologies Corp. Quart&gport on Form 10-Q for
the quarter ended February 1, 2003 and incorpotatezin by referenc

10.24 Separation Agreement and General Release of Chdmes! April 9, 2003, by and between James M. Tiearal Del Global
Technologies Corp. Filed as Exhibit 99.01 to Deablgall Technologies Corp. Amendment to Current Repofform 8-K/A
filed on April 23, 2003 and incorporated hereinrbference

10.25 Separation Agreement and General Release of Cldatesl April 9, 2003, by and between David Mich&elyid Michael &
Co., P.C. and Del Global Technologies Corp. Filgdghibit 99.02 to Del Global Technologies Corp. &mment to Current
Report on Form -K/A filed on April 23, 2003 and incorporated heréinreference

10.26 Form of Indemnification Agreement. Filed as Exhitit22 to Del Global Technologies Corp. Amendmeénta#Registration
Statement on Form-1/A, filed on May 1, 2003 and incorporated hergjrréference

10.27 Amendment to Executive Employment Agreement dateg BB, 2003 by and between Del Global TechnoloGiap. and

Samuel E. Park. Filed as Exhibit 10.23 to Del Gldechnologies Corp. quarterly report on Form 1@€the quarterly period
ended May 3, 2003 and incorporated herein by raéen

10.28 Amendment dated October 10, 2003 to Change of GloAgreement for Walter F. Schneidér.

10.29 Waiver and Third Amendment to the Loan and Secu@yeement dated as of October 30, 2003, among=ddal
Technologies Corp., Bertan High Voltage Corp., RBfporation and Del Medical Imaging Corp. (Borrog)eand

Transamerica Business Capital Corporaffon

14.1 Del Global Technologies Corp. Code of Business @ohend Ethics. Filed as an exhibit to the Del @lobechnologies Corp.
Definitive Proxy Statement on Schedule 14A filedApril 29, 2003 and incorporated herein by refege

21 Subsidiaries of Del Global Technologies Corp. FésdExhibit 21 to Del Global Technologies Corp. AahReport on
Form 1(-K for the year ended August 3, 2002 and incorpdraerein by referenc

23.1 Consent of Deloitte & Touche LLI)
311 Certification of Chief Executive Officer, Walter Bchneider, pursuant to Section 302 of the Sarb@mésy Act of 20021 .

31.2 Certification of Chief Financial Officer, Thomas @ilboy, pursuant to Section 302 of the Sarbanekeyict of 20021 .

32.1 Certification of the Chief Executive Officer, Walté. Schneider, pursuant to 18 U.S.C. Section Efspted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2602



32.2 Certification of the Chief Financial Officer, Thom¥. Gilboy, pursuant to 18 U.S.C. Section 1350paeld pursuant to
Section 906 of the Sarbanes-Oxley Act of 2602

* Represents a management contract or compensatoryphrrangemer

(€Y Filed herewith.
(b) Reports on Form 8-K -
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On June 9, 2003 Del Global Technologies Cfilgrl a Current Report on Form 8-K reporting undem 5, Other Events.
On June 20, 2003 Del Global Technologies Ciilgdl a Current Report on Form 8-K reporting unlem 5, Other Events.

On June 25, 2003 Del Global Technologies Ciilgd a Current Report on Form 8-K reporting unidem 9, Information Furnished
Pursuant to Item 12 of Form 8-K - Results of Ogerat and Financial Condition.

On July 30, 2003, Del Global Technologies Céited a Current Report on Form 8-K reporting undem 5, Other Events.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities and Exchange Act of 1934, thgifant has duly caused this report tc
signed on its behalf by the undersigned, thereduaty authorized.

DEL GLOBAL TECHNOLOGIES CORF

November 3, 200 By: /s/ Walter F. Schneider

Walter F. Schneide
Chief Executive Office

November 3, 200 By: /s/ Thomas V. Gilboy

Thomas V. Gilboy
Chief Financial Officel

Pursuant to the requirements of the SecuritiesEathange Act of 1934, this report has been sigmdalbby the following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

/sl Suzanne M. Hopgood Director - Chairman November 3, 200

Suzanne M. Hopgoa

/s/ Wallace Barnes Director November 3, 200

Wallace Barne:

/sl Gerald M. Czarnecki Director November 3, 200

Gerald M. Czarneck

/s/ David W. Wright Director November 3, 200

David W. Wright

/sl Edgar J. Smith, Jr. Director November 3, 200

Edgar J. Smith, J
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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 balance sheets of Del Global Technologies Corp. and subsidiaries as of August 2,
2003 and August 3, 2002, and the related consolidated statements of operations, shareholders’ equity and cash flows for each of the
three fiscal years in the period ended August 2, 2003. Our audits also included the financial statement schedule listed in the Index at
Item 15(a)2. These financial statements and financial statement schedule are the responsibility of the Company’s management. Our
responsibility is to express an opinion on the financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Del Global
Technologies Corp. and subsidiaries at August 2, 2003 and August 3, 2002, and the results of their operations and their cash flows for
each of the three fiscal years in the period ended August 2, 2003, in conformity with accounting principles generally accepted in the
United States of America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated
financial statements taken as a whole, presents fairly in all material respects the information set forth therein.

As discussed in Note 1 to the consolidated financial statements, the Company has changed its method of accounting for goodwill and
other intangible assets to conform to Statement of Financial Accounting Standards No. 142.

/s/ DELOITTE & TOUCHE LLP

New York, New York
November 3, 2003
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Dollars in Thousands)

August 2, August 3,
2003 2002
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 1,381 $ 895
Marketable securities — 45
Trade receivables (net of allowance for doubtful accounts of $1,232 and $1,127 for 2003 and 2002,
respectively) 17,063 19,252
Inventory (net of allowance of $3,847 and $3,430 for 2003 and 2002, respectively) 18,448 20,956
Income tax receivable — 3,992
Deferred income tax assets — current 2,591 2,590
Prepaid expenses and other current assets 730 1,644
Total current assets 40,213 49,374
NON-CURRENT ASSETS:
Refundable income taxes 55 148
Fixed assets, net 9,293 9,152
Deferred income tax assets — non-current 6,148 13,982
Goodwill 3,239 3,239
Other intangible assets, net 333 477
Other assets 1,211 1,325
Total non-current assets 20,279 28,323
TOTAL ASSETS $ 60,492 $ 77,697

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

CONSOLIDATED BALANCE SHEETS
(Dollars in Thousands, except share data)

LIABILITIES AND SHAREHOLDERS ' EQUITY

CURRENT LIABILITIES:
Short-term credit facilities
Current portion of long-term debt
Accounts payable — trade
Accrued liabilities
Litigation settlement reserves
Income taxes payable

Total current liabilities

NON-CURRENT LIABILITIES:
Long-term debt
Subordinated note
Other long-term liabilities
Total non-current liabilities
Total liabilities
COMMITMENTS AND CONTINGENCIES
MINORITY INTEREST IN SUBSIDIARY

SHAREHOLDERS’ EQUITY:

Common stock — $.10 par value; authorized - 20,000,000 shares; issued — 10,976,081 shares at

August 2, 2003 and August 3, 2002
Additional paid-in capital
Accumulated other comprehensive income (loss)
Accumulated deficit

Less common stock in treasury — 643,533 shares at August 2, 2003 and 628,566 at August 3, 2002

Total shareholders’ equity

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

See notes to consolidated financial statements
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August 2, August 3,
2003 2002

$ 6,446 $ 7,992
655 792

8,990 10,127

7,730 10,774

2,553 685

241 356

26,615 30,726
5,312 5114

1,788 1,610

2,545 2,158

9,645 8,882
36,260 39,608
1,253 948

1,097 1,097
63,682 63,547
563 (229)
(36,817) (21,772)
(5,546) (5,502)
22,979 37,141

$ 60,492 $ 77,697
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in Thousands, except per share amounts)

Fiscal years Ended

August 2, August 3, July 28,
2003 2002 2001
NET SALES $ 98,619 $ 98,784 $ 93,443
COST OF SALES 77,496 79,648 74,994
GROSS MARGIN 21,123 19,136 18,449
Selling, general and administrative 21,933 21,254 16,838
Research and development 2,218 2,919 2,876
Litigation settlement costs 2,126 7,713 9,759
Facilities reorganization costs 788 1,292 822
Total operating expenses 27,065 33,178 30,295
OPERATING LOSS (5,942) (14,042) (11,846)
Interest expense (net of interest income of $10, $449, and $164 in 2003, 2002 and
2001, respectively) (1,388) (1,198) (2,308)
Other income 633 183 74
LOSS BEFORE INCOME TAXES AND MINORITY INTEREST (6,697) (15,057) (13,080)
INCOME TAX PROVISION (BENEFIT) 8,233 (3,242) (4,938)
LOSS BEFORE MINORITY INTEREST (14,930) (11,815) (8,142)
MINORITY INTEREST 115 197 379
NET LOSS $ (15,045) $ (12,012) $ (8,521)
NET LOSS PER BASIC AND DILUTED SHARE $ (1.45) $ (1.38) $ (1.09)

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in Thousands)

August 2, August 3, July 28,
CASH FLOWS FROM OPERATING ACTIVITIES 2003 2002 2001
Net loss $ (15,045) $ (12,012) $ (8,521)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities
Depreciation and amortization 2,611 2,717 2,955
Deferred income tax provision (benefit) 7,950 (3,592) (5,207)
Loss on sale of fixed assets 42 — 9
Non cash facilities reorganization charge — — 499
Loss (gain) on sale of marketable securities and investment — 40 (82)
Non cash litigation settlement costs — 7,050 5,929
Non cash pension cost — — 22
Non cash compensation expense — — 249
Imputed interest — subordinated note 177 91 —
Minority interest 115 197 379
Stock based compensation expense 135 150 150
Other (29) — —
Changes in operating assets and liabilities:
Decrease (Increase) in trade receivables 3,783 1,079 (525)
Decrease in inventory 3,587 7,110 1,165
Decrease (Increase) in prepaid expenses and other current assets 1,018 (1,184) 835
Decrease (Increase) in other assets 216 (129) (69)
Decrease (Increase) in income tax receivable 4,086 1,282 (488)
(Decrease) Increase in accounts payable — trade (2,104) 1,558 (3,839)
(Decrease) Increase in accrued liabilities (1,559) 2,087 2,274
(Decrease) in deferred compensation liability — (21) (1,349)
(Decrease) Increase in income taxes payable (126) (237) 142
Increase (Decrease) in other long-term liabilities 84 (18) (332)
Net cash provided by (used in) operating activities 4,941 6,268 (5,804)
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed assets purchases (1,971) (1,150) (677)
Proceeds from sale of marketable securities and investment 45 294 1,301
Net cash (used in) provided by investing activities (1,926) (856) 624
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank borrowings — 201 7,539
Repayment of bank borrowings (2,630) (5,848) (1,734)
Stock repurchase — — (108)
Debt and other issuance costs — (338) —
Net cash (used in) provided by financing activities (2,630) (5,985) 5,697
EFFECT OF EXCHANGE RATE CHANGES ON CASH 101 66 3)
CASH AND CASH EQUIVALENTS INCREASE (DECREASE) FOR THE YEAR 486 (507) 514
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 895 1,402 888
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 1,381 $ 895 $ 1,402
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for interest $ 999 $ 1,220 $ 1,229
Cash paid during the period for income taxes 429 361 488

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

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(Dollars in Thousands)

Common
Stock Issued

Shares Amount

Additional
Paid-In
Capital

Obligation
to issue
Shares &
Warrants

Accumulated
Other Compre -
hensive Income Accumulated Treasury Stock

(Loss) Deficit Shares Amount

Total

BALANCE,
JULY 30, 2000 8,557,951 $ 856

Shares and
warrants to be
issued for
litigation
settlement

Shares
repurchased

Compensation
cost of non-
employee
stock options
and warrants
issued

Stock option
exercise
reversal (81,870) 9)

Comprehensive
Loss:
Net Loss
Foreign

exchange

Total
comprehensive
loss

$52,139

150

(102)

$ 4,410

$(189) $ (1,239) 629,437 $(5,505)

11,500 (108)

(12,371) 111

(8,521)

(202)

$ 46,062

4,410

(108)

150

(8,521)

(202)

(8,723)

BALANCE,
JULY 28, 2001 8,476,081 847
Settlement of
class action
lawsuit:
Issuance of
stock 2,500,000 250
Issuance of
warrants
Compensation
cost of non-
employee
stock options
and warrants
issued
Comprehensive
Loss:

Net Loss
Accumulated
unfunded

obligation for

pension trust
Foreign

exchange

Total compre-
hensive loss

52,187

9,500

1,710

150

4,410

(3,750)

(660)

(391) (9,760) 628,566  (5,502)

(12,012)

(423)

585

41,791

6,000

1,050

150

(12,012)

(423)

585

(11,850)

BALANCE,
AUGUST 3,
2002 10,976,081 $1,097

$63,547

$ —

$(229) $(21,772) 628,566 $(5,502)

$ 37,141







Table of Contents
DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS'’ EQUITY
(Dollars in Thousands)

Obligation

Common Additional to issue
Stock Issued Paid-In Shares &
Shares Amount Capital Warrants

Accumulated
Other Compre -
hensive Income

(Loss)

Accumulated
Deficit

Treasury Stock

Shares Amount

Total

BALANCE,
AUGUST 3,
2002 10,976,081 $1,097 $63,547 $—

Shares received
in legal
settlement

Compensation
cost of non-
employee
stock options
and warrants
issued 135

Comprehensive
Loss:

Net Loss
Accumulated
unfunded

obligation for

pension trust
Foreign

exchange

Total
comprehensive
loss

$(229)

16

776

$(21,772)

(15,045)

628,566  $(5,502)

14,967 (44)

$ 37,141

(44)

135

(15,045)

16

776

(14,253)

BALANCE,
AUGUST 2,
2003 10,976,081 $1,097 $63,682 $—

$ 563

$(36,817)

643,533  $(5,546)

$ 22,979

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 Activities - Del Global Technologies Corp. (“Del Global”) together with its subsidiaries (collectively, the
“Company”), is engaged in two major lines of business: Medical Systems Group and Power Conversion Group. The Medical Systems
Group segment designs, manufactures and markets imaging and diagnostic systems consisting of stationary and portable x-ray imaging
systems, radiographic/fluoroscopic systems, mammography systems and dental systems. The Power Conversion Group segment
designs, manufactures and markets proprietary precision power conversion and noise suppression subsystems and products for medical
as well as critical industrial applications.

Principles of Consolidation - The consolidated financial statements are prepared on the accrual basis of accounting, which conforms to
accounting principles generally accepted in the United States of America, (“U.S. GAAP”) and include the accounts of Del Global and its
subsidiaries. All material intercompany accounts and transactions have been eliminated.

Use of Estimates - The preparation of the consolidated financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated balance sheets, as well as reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Significant estimates underlying the accompanying consolidated financial statements include the allowance for doubtful accounts,
allowance for obsolete and excess inventory, realizability of deferred income tax assets, recoverability of intangibles and other long-lived
assets, and future obligations associated with the Company’s litigation.

Accounting Period - The Company'’s fiscal year-end is based on a 52/53-week cycle ending on the Saturday nearest to July 31. The
process of converting Italian statutory financial statements to U.S. GAAP added several days to the normal close cycle for our 80%
owned subsidiary Villa Sistemi Medicali S.p.A. (“Villa”), and this delay would delay the Company’s consolidated reporting. Therefore the
Company determined that starting in fiscal 2001, Villa’s reporting would be changed to a 1-month lag versus the Company’s 52/53 week
fiscal year. Hence, Villa's results are consolidated into Del Global’s consolidated financial statements based on a fiscal year that ends on
June 30. As a result, the financial statements for fiscal 2001 include eleven months of Villa’'s results, from August 2000 through and
including June 2001, and twelve months in fiscal 2002 and 2003. The difference did not have a material impact on the consolidated
financial statements.

Cash and Cash Equivalents - The Company considers highly liquid instruments readily convertible to known amounts of cash with
original maturities of three months or less (measured from their acquisition date) to be cash equivalents.
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Inventories - Inventories are stated at the lower of cost or market value. Cost is comprised of direct materials and, where applicable,
direct labor costs and those overheads that have been incurred in transporting the inventories to their present location and condition.
Engineering costs incurred to set up products to be manufactured for a customer purchase order are capitalized when the scope of the
purchase order indicates that such costs are recoverable. Such costs are included in work-in-process inventory and amortized on a units
shipped basis over the life of the customer order from the date of first shipment. Cost is calculated using the FIFO method. Market value
represents the estimated selling price less all estimated costs to completion and costs to be incurred in marketing, selling and
distribution.

Fixed Assets, Net - Fixed assets, net are stated at cost less accumulated depreciation and amortization. Replacements and major
improvements are capitalized; maintenance and repairs are expensed as incurred. Gains or losses on asset dispositions are included in
the determination of net income or loss. Depreciation is computed utilizing the straight-line method. The cost of leasehold improvements
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 equipment 5-15
Furniture and fixtures 5-10
Transportation equipment 3-4
Computer and other equipment 3-7
Recoverability of Long-Lived Assets - The Company evaluates the carrying amounts of long-lived assets (including intangibles) to

determine if events have occurred which would require modification to the carrying values. In evaluating carrying values of long-lived
assets, the Company reviews certain indicators of potential impairment, such as undiscounted projected cash flows and business plans.
In accordance with the provisions of SFAS 144, in the event that impairment has occurred, the fair value of the related asset is
determined and the Company records a charge to operations calculated by comparing the asset’s carrying value to the estimated fair
value. The Company estimates fair value based on the best information available making whatever estimates, judgments and projections
are considered necessary.

Deferred Financing Costs, Net - Financing costs, including fees, commission and legal expenses are capitalized and amortized on a
straight line basis, which approximates the interest method, over the term or expected term of the relevant loan. Amortization of deferred
financing costs is included in interest expense.

Goodwill - Goodwill represents the excess of the cost of acquisitions over the fair value of the identifiable assets acquired and liabilities
assumed. Effective August 4, 2002, the Company adopted Statement of Financial Accounting Standards (“SFAS”) No. 142, “Goodwill
and Other Intangible Assets,” which establishes new accounting and reporting requirements for goodwill and other intangible assets.
Under the provisions of SFAS No 142, the Company ceased all goodwill amortization effective August 4, 2002. Prior to the beginning of
fiscal 2003, the Company followed the provisions of APB Opinion No 17, which required that goodwill, be amortized by systematic
charges to income over the expected period of benefit. In accordance with this former standard goodwill was amortized on a straight line
basis over 15 to 25 years.
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The following table shows the Company’s fiscal 2003, 2002 and 2001 results as if SFAS 142 had been adopted at the beginning of each
period presented:

For fiscal years ended
August 2, 2003 August 3, 2002 July 28, 2001

Net loss — as reported: $ (15,045) $ (12,012) $ (8,521)
Add: goodwill amortization, net of taxes (-) 131 131
Net loss — as adjusted $ (15,045) $ (11,881) $ (8,390)
Loss per share — Basic and diluted

As reported $ (1.45) % (1.38) $ (1.09)
Add goodwill amortization - .01 .02
As adjusted $ (1.45) $ (1.37) $ (1.07)

Other Intangibles, Net - Other intangible assets are the Company’s distribution network and non-compete agreements acquired with the
purchase of certain assets of a subsidiary. Intangibles are being amortized on a straight-line basis over their estimated useful lives, which
range from 5 to 10 years. Accumulated amortization for other intangibles was $1,222 and $1,078 at August 2, 2003 and August 3, 2002,
respectively. The cost of registering or renewing patents and trademarks are charged to the operations as incurred. In connection with
the fiscal 2003 adoption of SFAS 142, the Company reviewed the useful life and classification of these assets and determined that they
continue to be appropriate, and accordingly will continue to be amortized in future periods.

Revenue Recognition - The Company recognizes revenue upon shipment, provided there is persuasive evidence of an arrangement,
there are no uncertainties concerning acceptance, the sales price is fixed, collection of the receivable is probable and only perfunctory
obligations related to the arrangement need to be completed. The Company maintains a sales return allowance, based upon historical
patterns, to cover estimated normal course of business returns, including defective or out of specification product. The Company’s
products are covered primarily by one year warranty plans and in some cases optional extended warranties for up to five years are
offered. The Company establishes allowances for warranties on an aggregate basis for specifically identified, as well as anticipated,
warranty claims based on contractual terms, product conditions and actual warranty experience by product line. The Company
recognizes service revenue when repairs or out of warranty repairs are completed. The Company has an FDA obligation to continue to
provide repair service for certain medical systems for up to seven years past the warranty period. These repairs are billed to the
customers at market rates.

The Company records shipping and handling fees billed to customers in accordance with the provisions of the Emerging Issues
Task Force (“EITF”) No. 00-10, “Accounting for Shipping and Handling Fees and Costs.” The EITF provides that shipping and
handling fees billed to customers be reflected in net sales and requires additional disclosure if costs incurred for shipping and
handling are not included in costs of sales. The amount of shipping and handling fees recorded as revenues was $465, $652, and
$488 for fiscal years 2003, 2002 and 2001, respectively.

Research and Development Costs - Research and development costs are recognized as an expense in the period in which they are
incurred.

Income Taxes - Deferred income tax assets and liabilities represents the effects of the differences between the income tax basis and
financial reporting basis of assets and liabilities at the tax rates expected at the time the deferred tax liability or asset is expected to be
settled or realized. Management provides valuation allowances against the deferred tax asset for amounts which are not considered
“more likely than not” to be realized.

Net Loss Per Share — Net loss per share is computed by dividing net loss by the weighted average number of common shares
outstanding during the year. Options to purchase common stock have been excluded from the calculation of loss per share because their
inclusion would be anti-dilutive.
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Concentration of Credit Risk - Financial instruments which potentially subject the Company to concentrations of credit risk are cash
equivalents, investments in marketable securities and trade receivables. With respect to accounts receivable, the Company limits its
credit risk by performing ongoing credit evaluations and, when deemed necessary, requiring letters of credit, guarantees or collateral.
Management does not believe significant risk exists in connection with the Company’s concentrations of credit at August 2, 2003.

Stock-Based Compensation - The Company accounts for stock based employee compensation arrangements in accordance with
Accounting Principles Board Opinion (“APB”) No. 25, Accounting for Stock Issued to Employees, and complies with the disclosure
provisions of SFAS No. 123, Accounting for Stock-Based Compensation. Under APB 25, compensation expense is based on the
difference, if any, between the fair value of the Company’s stock and the exercise price of the option. Options are generally granted at
the fair market value at the date of grant. The Company accounts for equity instruments issued to non-employees in accordance with the
provisions of SFAS No. 123 and Emerging Issues Task Force (“EITF”) Issue No. 96-18 Accounting for Equity Instruments That Are
Issued to Other Than Employees for Acquiring, or in Conjunction with Selling, Goods or Services. All transactions in which goods or
services are the consideration received for the issuance of equity instruments are accounted for based on the fair value of the
consideration received or the fair value of the equity instruments issued, whichever is more reliably measurable. The measurement date
of the fair value of the equity instruments issued is the date on which the counter party’s performance is complete.

Had compensation cost for the Company’s stock option plans been determined based on the fair value at the grant dates for awards
under those plans consistent with the methods recommended by SFAS No. 123, the Company’s net loss and net loss per share for the
fiscal years ended August 2, 2003, August 3, 2002, and July 28, 2001 would have been stated at the pro forma amounts indicated below:

For fiscal years ended

August 2, 2003 August 3, 2002 July 28, 2001

Net loss — as reported: $ (15,045) $ (12,012) $ (8,521)
Add: Total stock-based awards under fair value method (644) (538) (606)
Pro forma net loss $ (15,689) $ (12,550) $ (9,127)
Loss per share — Basic and diluted

As reported $ (1.45) $ (1.38) $ (1.09)
Pro forma $ 1.52) % (1.45) % (1.16)
Weighted average number of shares outstanding 10,341,430 8,680,848 7,847,515

The fair value of the options used for the above proforma disclosures were determined on the date of grant using a Black-Scholes option
pricing model. These options were valued based on the following assumptions: an estimated life of seven years, volatility ranging from
40% to 90%, risk free interest rate from 5% to 6.8%, and no dividend yield.
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Recent Accounting Pronouncemen-

SFAS No. 145, Rescission of FASB Statements Nd44and 64, Amendment of FASB Statement No. 13, Teethnical Corrections was issuel
April 2002. This pronouncement rescinded SFAS Ndrdporting Gains and Losses from Extinguishmemetft, SFAS No. 64, Extinguishments
Debt to Satisfy Sinkind~und Requirements, and SFAS No. 44, Accountinglritangible Assets of Motor Carriers, and changesl ahcountin
treatment for capital lease modifications by amegdSFAS No. 13, Accounting for Leases. This promeumment also amends the exis
authoritative pronouncements to make various teehrm@orrections, clarify meanings, or describertlagiplicability under changed conditions.
provisions of SFAS No. 145 are effective for finethstatements issued for fiscal years beginningrdflay 15, 2002. The adoption of this stater
did not have a material effect on the Company’sotidated financial statements.

SFAS No. 146Accounting for Costs Associated with Exit or Disposal Activities, was issued in June 2005FAS No. 146 revises the accounting
reporting for costs associated with exit or disp@saivities to be recognized when a liability feuch cost is incurred rather than when an ¢
commits to an exit plan. SFAS No. 146 is effectioe exit or disposal activities initiated after Eaober 31, 2002. SFAS No. 146 does not ir
previously recorded liabilities and, therefore, ih#ial adoption of this standard did not have atenial effect on the Comparsy'consolidate
financial statements.

In November 2002, the FASB issued FASB Interpretatio. 45, “Guarantos’ Accounting and Disclosure Requirements for Guees) Includin
Indirect Guarantees of Indebtedness of Othersjraatpretation of FASB Statements No 5, 57 and d0d Recession of FASB Interpretation No 34.”
which, among other things, requires additional patdvarranty disclosures.

In January 2003, the FASB issued FASB Interpretaio. 46 “Consolidation of Variable Interest Em#ti(“VIE”), an Interpretation of ARB No. 51.”
FIN 46 requires certain variable interest entiteed®e consolidated by the primary beneficiary & émtity if the equity investors in the entity dat
have the characteristics of a controlling finana@iatrest or do not have sufficient equity at fiskthe entity to finance its activities withoutditional
subordinated financial support from other parttddl 46 was effective immediately for new VIEs edistied or purchased subsequent to Janual
2003. For VIEs entered into prior to February 1020FIN 46 was originally effective for interim peds beginning after June 15, 2003. In Oct
2003, the FASB deferred this effective date untiéiim or annual periods ending after Decembe2083. Early adoption is permitted. The adog
of FIN 46 for these VIEs is not expected to havaeaderial impact on the Compasytonsolidated financial condition or results oéigtions. FIN 4
further requires the disclosure of certain inforimratrelated to VIEs in which the Company holdsgn#icant variable interest. As of August 2, 2(
the Company did not own any such interests thatired disclosure.

SFAS No. 148, Accounting for Stock-based Compeosdiransition and Disclosure, an amendment of FASRBeS8tant No. 123, amends SF
No. 123 to provide alternative methods of transitfor a voluntary change to the fair value basedhot of accounting for sto-based employzt
compensation. It also amends the disclosure pangsiof SFAS No. 123 to require prominent disclosimréooth annual and interim financ
statements about the method of accounting for dv@sled employee compensation and the effect of thaad used on reported results.

Company has elected to continue to account fokdtased awards to employees using the intrinsic valethod of accounting in accordance \
Accounting Principles Board Opinion No 25, “Accoimgt for Stock Issued to Employees.” The Compangtactice in granting these award
employees is to set the exercise price of the stptions equal to the market price of our undedystock on the date of grant. Therefore unde
intrinsic value method, no compensation expensecisgnized in the Company’s Consolidated Statenwdrbperations.

In April 2003, the FASB issued SFAS No. 149, Amerdinto Statement 133 on Derivative Instruments ldedging Activities. SFAS No. 1.
amends and clarifies accounting for derivativerimsents, including certain derivative instrument®edded in other contracts,
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and for hedging activities under SFAS No. 133. SFAS No. 149 is applied prospectively and is effective for contracts entered into or
modified after June 30, 2003, except for SFAS No. 133 implementation issues that have been effective for fiscal quarters that began prior
to June 15, 2003 and certain provisions relating to forward purchases and sales on securities that do not yet exist. The adoption of this
statement did not have a material effect on the Company’s consolidated financial statements.

During May 2003, the FASB issued Statement of Financial Accounting Standards No. 150, “Accounting for Certain Financial Instruments
with Characteristics of both Liabilities and Equity”. SFAS 150 clarifies the accounting for certain financial instruments with characteristics
of both liabilities and equity and requires that those instruments be classified as liabilities in statements of financial position. Previously,
many of those financial instruments were classified as equity. SFAS 150 is effective for financial instruments entered into or modified
after May 31, 2003 and otherwise is effective at the beginning of the first interim period beginning after June 15, 2003. The Company
anticipates that there will be no material effect on its consolidated financial statements upon the adoption of SFAS 150.

Reclassifications - Certain prior year's amounts have been reclassified to conform to the current year presentation.

2. INVENTORY

Inventory consists of the following:
August 2, 2003 August 3, 2002

Raw materials and purchased parts $ 15,161 $ 15,113
Work-in-process 3,757 4,828
Finished goods 3,377 4,445

22,295 24,386
Less: allowance for obsolete and excess inventory (3,847) (3,430)
Total inventory, net $ 18,448 $ 20,956

The Company has pledged all of its inventories in the U.S. having a carrying amount of approximately $11,391 and $14,530 at August 2,
2003 and August 3, 2002, respectively, to secure its credit facility with its lender.

3. FIXED ASSETS

Fixed assets consist of the following:

August 2, 2003 August 3, 2002

Land $ 694 $ 694
Buildings 5772 5,255
Machinery and equipment 14,413 13,954
Furniture and fixtures 1,814 1,522
Leasehold improvements 2,353 1,686
Transportation equipment 63 44
Computers and other equipment 4,075 3,798

29,184 26,953
Less: accumulated depreciation and amortization (19,891) (17,801)
Fixed assets, net $ 9,293 $ 9,152
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The Company has pledged all of its fixed assets in the U.S. having a carrying amount of approximately $4,657 and $5,089 at August 2,
2003 and August 3, 2002, respectively, to secure its credit facility with its lender.

Depreciation expense for fiscal 2003, 2002, and 2001 was $2,467, $2,289, and $2,392, respectively.
4. GOODWILL AND OTHER INTANGIBLE ASSETS

Effective August 4, 2002, the Company adopted SFAS 142, Goodwill and Other Intangible Assets, which establishes new accounting
and reporting requirements for goodwill and other intangible assets. Under SFAS 142, all goodwill amortization ceased effective
August 4, 2002. Recorded goodwill was tested for impairment by comparing the fair value to the carrying value for reporting units within
the Power Conversion Group and for the Medical Systems Group. Fair value was determined using a discounted cash flow method as
well as a review of valuation parameters for comparable publicly traded companies. This impairment test is required to be performed at
adoption of SFAS 142 and at least annually thereafter. Based on the initial impairment test and an update to the discounted cash flow
analysis conducted during the fourth quarter of fiscal 2003, it was determined that none of the goodwill recorded was impaired.
Impairment adjustments recognized after adoption, if any, generally are required to be recognized as operating expenses. In connection
with the adoption of SFAS 142, the Company reviewed the useful lives and the classification of identifiable intangible assets and
determined that they continue to be appropriate. These identifiable assets were acquired in connection with business combinations prior
to July 1, 2001. The components of our amortizable intangible assets are as follows:

August 2, 2003 August 3, 2002
Gross Carrying Accumulated  Gross Carrying Accumulated
Amounts Amortization Amounts Amortization
Non-Compete Agreements $ 902 $ 738 $ 902 $ 659
Distribution Network 653 484 653 419
Total $ 1,555 $ 1,222 $ 1,555 $ 1,078

Amortization expense for intangible assets during fiscal 2003, 2002 and 2001 was $144, $188, and $168 respectively. Estimated
amortization expense for fiscal 2004 and the five succeeding fiscal years is as follows:

2004 $144
2005 144
2006 45
2007 —
2008 —
2009 —
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There are no components of intangible assets that have an indefinite life. There were no changes in goodwill balances during fiscal 2003,
and 2002, except for amortization of goodwill in fiscal 2002.

5. PRODUCT WARRANTIES

The Company’s products are covered primarily by one-year warranty plans and in some cases optional extended contracts may be
offered covering products for periods up to five years, depending upon the product and contractual terms of sale. The Company
establishes allowances for warranties on an aggregate basis for specifically identified, as well as anticipated, warranty claims based on
contractual terms, product conditions and actual warranty experience by product line.

During fiscal 2003 the Company incurred payments of $881 related to warranty claims submitted during the year and accrued $925
related to product warranties issued during fiscal 2003. The liability related to warranties is included in Accrued expenses on the
accompanying Consolidated Balance Sheets and is $670 and $626 at August 2, 2003 and August 3, 2002, respectively.
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6. SHORT-TERM CREDIT FACILITIES AND LONG-TERM DEBT

Short-term credit facilities are summarized asofol:

August 2, 2002 August 3, 2002

Revolving lines of credil

Domestic $ 6,24¢ $ 6,94:
Foreign 20C 1,04¢
$ 6,44¢ $ 7,992

The US credit facility is for $10 million, and farterm of 3 years from June 2002. Interest undeiJ8 credit facility is based on the prime ratea
the Companys option, at a rate tied to LIBOR. Borrowing avhiliy under the US facility is formula based, atebendent on the collateral valut
the Companys eligible domestic accounts receivable and inwgnfbhe interest rate on prime based revolving bfieredit borrowings is at prin
plus 0.75%, which was 4.75% at August 2, 2003 ab#tSat August 3, 2002. The credit facility is subjd commitment fees of 3/8% on the daily-
unused portion of the facility, payable monthly. Mgement believes that its debt obligations atedtat fair value, because the interest ratess
credit lines are indexed with either the Prime RateIBOR.

The Company granted a security interest to thediend its US credit facility in substantially afl its accounts receivable, inventory, fixed assas
intellectual property in the US. The Company inedr$338 in legal and other fees associated withiwibg this new credit facility. These costs v
recorded as deferred charges, and because the @praptcipates that it will replace this credit ifiig prior to maturity, these costs are be
amortized over a two year period.

Under the terms of the US credit facility, the C@mp is required to comply with various operatioaadl financial covenants, as defined, includin
minimum earnings levels as defined, (ii) fixed dercoverage ratio, (iii) debt to earnings ratio &ylminimum tangible net worth. In addition,
facility places limitations on the Company’s alyilib make capital expenditures and to pay dividends

In the first quarter of fiscal 2003, the Companyaited a waiver of nonempliance with the adjusted earnings, adjustedebl@ings, senior de
ratio and fixed charge coverage ratio financialewnts contained in the US credit facility. In Dmber 2002, the Company signed a Se:
Amendment with the lender, which includes revisiohthose covenants previously breached.

As of August 2, 2003, the Company was not in coargée with the tangible net worth financial covenastamended, in its U.S. credit facility
October of 2003, the Company obtained a waiverarf-compliance of this covenant, and signed a Third Admeent with Transamerica, wh
includes revisions of the tangible net worth covgnand revisions to the adjusted earnings andstetjuJ.S. earnings covenants for the future.
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In addition to the domestic credit facilities discussed above, the Company has certain short-term credit facilities at its Villa subsidiary,
with interest rates ranging from 5.5% to 13.8%. The total amount outstanding on the Villa short-term credit facilities at August 2, 2003
and August 3, 2002 was $200 and $1,049 respectively.

Long-Term Debt - Long-term debt was comprised of the following:

August 2, 2003 August 3, 2002 Interest Rate

Italian subsidiary’s total long-term debt:

Capital lease obligation $ 3,072 $ 2,736 2.4%
Medium-term credit facilities with commercial institutions 1,188 1,273 Euribor + 1.0%
Italian Government long-term loans 1,707 1,659 3.4%
5,967 5,668
U.S. subsidiary long-term debt — 238
5,967 5,906
Less: current portion (655) (792)
Long-term debt $ 5312 $ 5,114

The variable interest rate at August 2, 2003 and August 3, 2002 on the medium-term credit facility, based on the formula Euribor + 1%,
was 3.7% and 4.4%, respectively.

The principal of the medium-term credit facility is payable on a semi-annual basis and interest payments are due on a quarterly basis.
Payments are due from September 2002 until March 2007. Payments relating to the two Italian Government long-term loans are due
annually from February 2003 until February 2010, and from September 2003 until September 2010, respectively.

Subordinated Note - In connection with the settlement reached on January 29, 2002 with the plaintiffs in the class action litigation, the
Company recorded the present value at 12% of a $2,000 subordinated note that was issued in April 2002 and matures in March 2007.
The subordinated note does not pay interest currently, but accrues interest at 6% per annum, and was recorded at issuance at a
discounted present value of $1,519. The balance at August 2, 2003 was $ 1,788.

The Company is obligated to make principal payments under its long-term debt, subordinated note (“Debt”) and capital lease as follows:

Capital
Fiscal Year Ending Debt Lease Total
2004 $ 508 $ 350
2005 515 350
2005 522 381
2007 2,318 473
2008 241 473
2009 and beyond 579 1,301
Purchase option — 891
Total payments 4,683 4,219
Less: amount representing interest — (1,147)
Total $ 4,683 $ 3,072 $ 7,755

F-17




Table of Contents
7. EMPLOYEE BENEFITS

The Company has a Profit Sharing Plan that provides for contributions as determined by the Board of Directors. The contributions can be
paid to the Plan in cash or common stock of the Company. No contributions were authorized for fiscal year ended 2003, 2002 or 2001.

The Profit Sharing Plan also incorporates a 401(k) Retirement Plan that is available to substantially all employees, allowing them to defer
a portion of their salary. Effective February 2003, the Company started matching employee contributions at a 50% rate up to a maximum
of 2% of annual salary, and recorded a related expense of $126 for fiscal 2003.

The Company also has a defined benefit Plan, which was frozen effective February 1, 1986. As of August 2, 2003, the Company has a
minimum liability and corresponding debit in other comprehensive income to account for the unfunded status of its defined benefit plan,
in accordance with SFAS No. 87. In accordance with SFAS No. 88, at the time of final settlement of the pension plan, the Company will
recognize an expense to the statement of operations for the amount of such debit to other comprehensive income, adjusted for the
difference between the cost to settle the pension obligations and the amount of the recorded net liability. The Company plans to settle
this plan by the end of calendar year 2004, at which point it expects to recognize a related charge of approximately $500. At time of
settlement, the Company estimates the required cash disbursement to close out the trust and transfer assets to the participants will be
approximately $200.

In addition the Company’s Villa subsidiary, located in Italy, provides for employee termination indemnities. Villa has established a
reserve, representing the liability for indemnities payable upon termination of employment, accrued in accordance with labor laws and
labor agreements in force. This liability is subject to annual revaluation using the officially-established indices. The liability for these
indemnities is carried in Other long-term liabilities on the accompanying Consolidated Balance Sheets and was $2,207 and $1,820 at
August 2, 2003 and August 3, 2002, respectively. Provisions for employee termination indemnities were $364, $256 and $204 for Fiscal
years 2003, 2002 and 2001, respectively.

8. SEGMENT REPORTING

The Company has three reportable segments; the Medical Systems Group, the Power Conversion Group and Other. The segment Other
includes unallocated corporate costs and litigation settlement costs. For each fiscal year presented herein, corporate costs (which
include certain shared services) were allocated to domestic subsidiaries on the basis of a percentage of each unit’s annual sales.
Corporate costs were allocated at a fixed dollar amount to the international subsidiary based upon an intercompany management
services agreement. The percentages and the dollar amounts used to allocate actual corporate costs are based on management'’s
estimate of the benefits received by each operating segment from corporate activities and shared services.

Operating segments are defined as components of an enterprise, about which separate financial information is available which is
evaluated regularly by the chief decision maker, or decision making group, in deciding how to allocate resources and in assessing
performance. The Company’s chief operating decision making group is comprised of the Chief Executive Officer and the senior
executives of the Company’s operating segments. The Company evaluates its operating segments based on operating income or loss.

The accounting policies of the segments are the same as those described in the summary of significant accounting policies.

On November 1, 2002, the Company changed its presentation of the segments from two to three and according to the provisions of
SFAS No. 131, it has restated the corresponding information for earlier periods, as presented below.
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Selected financial data of these segments are as follows:

Medical Power

Fiscal Year Ended Systems Conversion
August 2, 2003 Group Group Other Total
Net sales to external customers $ 56,100 $ 42,519 $ — $ 98,619
Cost of sales 43,929 33,567 — 77,496
Gross margin 12,171 8,952 — 21,123
Selling, general and administrative 9,609 7,829 4,495 21,933
Research and development 1,583 635 — 2,218
Litigation settlement costs — 2,347 (221) 2,126
Facilities reorganization costs — 660 128 788

Total operating expenses 11,192 11,471 4,402 27,065
Operating income (loss) $ 979 $ (2,519) % (4,402) (5,942)
Interest expense (1,388)
Other income 633
Loss before income taxes and minority interest $ (6,697)
Depreciation $ 897 $ 1,570 $ — $ 2,467
Amortization 65 79 — 144
Segment assets 31,440 20,259 8,793 60,492
Expenditures for segment assets 740 1,231 — 1,971

Inter-segment sales were $785 for fiscal year ended August 2, 2003. Approximately $21,209 of Medical Systems Group assets are
located in Italy.

Medical Power

Fiscal Year Ended Systems Conversion
August 3, 2002 Group Group Other Total
Net sales to external customers $ 55,014 $ 43,770 $ — $ 98,784
Cost of sales 42,707 36,941 — 79,648
Gross margin 12,307 6,829 — 19,136
Selling, general and administrative 8,305 8,555 4,394 21,254
Research and development 1,407 1,512 — 2,919
Litigation settlement costs — 50 7,663 7,713
Facilities reorganization costs — 1,292 — 1,292

Total operating expenses 9,712 11,409 12,057 33,178
Operating income (loss) $ 2,595 $ (4580 $ (12,057) (14,042)
Interest expense (2,198)
Other income 183
Loss before income tax benefit and minority interest $ (15,057)
Depreciation $ 657 $ 1,632 $ — $ 2,289
Amortization 276 152 — 428
Segment assets 32,038 24,946 20,713 77,697
Expenditures for segment assets 574 576 — 1,150

Inter-segment sales were $359 for fiscal year ended August 3, 2002. Approximately $21,565 of Medical Systems Group assets are
located in Italy.
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Fiscal Year Ended

July 28, 2001

Net sales to external customers

Cost of sales

Gross margin

Selling, general and administrative

Research and development

Litigation settlement costs

Facilities reorganization costs
Total operating expenses

Operating income (loss)

Interest expense

Other income

Loss before income tax benefit and minority interest

Depreciation

Amortization

Segment assets

Expenditures for segment assets

Medical Power
Systems Conversion
Group Group Other Total
$ 46,825 $ 46,618 $ — $ 93,443
37,764 37,230 — 74,994
9,061 9,388 — 18,449
7,101 8,915 822 16,838
1,552 1,324 — 2,876
— — 9,759 9,759
52 770 — 822
8,705 11,009 10,581 30,295
$ 356 $ (1,621) $ (10,581) (11,846)
(2,308)
(74)
$ (13,080)
$ 568 $ 1,824 $ — $ 2,392
256 307 — 563
30,603 32,786 18,269 81,658
485 192 — 677

Inter-segment sales were $33 for fiscal year ended July 28, 2001. Approximately $19,502 of Medical Systems Group assets are located

in Italy.

Major Customers and Export Sales
of the Company’s consolidated net sales.

- During fiscal years ended 2003, 2002 and 2001, no one customer accounted for more than 10%

Export sales were 30%, 34% and 26% of the Company’s consolidated net sales in fiscal years ended August 2, 2003, August 3, 2002
and July 28, 2001, respectively. Net sales by geographic areas were:

United States / Canada

Europe

Far East

Mexico, Central and South America
Africa, Middle East and Australia

August 2, 2003 August 3, 2002 July 28, 2001
$ 69,221 70% $ 64,846 66% $ 69,516 74%
21,532 22% 20,723 21% 17,900 19%
4,727 5% 5,747 6% 2,765 3%
1,389 1% 3,392 3% 1,444 2%
1,750 2% 4,076 4% 1,818 2%
$ 98,619 100% $ 98,784 100% $ 93,443 100%

Revenues are attributable to geographic areas based on the location of the customers.
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9. SHAREHOLDERS’ EQUITY

Comprehensive Income (Loss) — The components of comprehensive income (loss) are as follows:

Accumulated

Foreign currency unfunded
translation obligation for
gains/(losses) pension trust Total
Balance as of July 30, 2000 $ 167y $ 22) $ (189)
Net change (202) — (202)
Balance as of July 28, 2001 (369) (22) (391)
Net change 585 (423) 162
Balance as of August 3, 2002 216 (445) (229)
Net change 776 16 792
Balance as of August 2, 2003 $ 992 $ (429) % 563

Stock Buy-Back Program - In September 2000, the Board of Directors approved an additional repurchase of $3,000 of the Company’s
common stock bringing the total authorized to $7,500. The Company has not purchased any shares under this program since fiscal
2001, when 11,500 shares were purchased for $108. As of August 2, 2003, 489,806 shares had been purchased by the Company for
$4,502 under this Stock Buy-Back Program.

Stock Option Plan and Warrants - The Company has a stock option plan under which a total of 3,874,293 options to purchase common
stock may be granted. Substantially all of the options granted under this Plan provide for graded vesting and vest generally at a rate of
25% per year beginning one year from the date of grant, expiring ten to fifteen years from the date they are granted. The option price per
share is determined by the Board of Directors, but cannot be less than 85 percent of fair market value of a share at the date of grant. All
options to date have been granted at the fair market value of the Company’s stock at the date of grant. No options can be granted under
this plan subsequent to December 31, 2009.

In December 2000, the Company’s Board of Directors approved the rescission of 81,870 shares previously exercised by one of its
members. The transaction has been reflected in the consolidated statements of shareholders’ equity. Shares originally used to exercise
the option recorded as treasury have also been adjusted and reflected in the consolidated statements of shareholders’ equity. The
Company recorded an expense in connection with the rescission, and deferred tax assets were adjusted accordingly for the previous tax
benefit recognized.

In December 2000, the Board of Directors approved an extension of time to exercise for all stock option holders. The extension covers all
options which would have expired during the period from the stock de-listing date up to the date that the shares finally become re-listed.
This extension will allow stock option holders a period of six months from the date of re-listing to exercise vested options which may have
expired without the extension.
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Option Activity

The following stock option information is as of:

August 2, 2003 August 3, 2002 July 28, 2001
Weighted Weighted Weighted
Average Average Average
Shares Exercise Shares Exercise Shares Exercise
Outstanding Price Outstanding Price Outstanding Price
Granted and outstanding, beginning
of year 1,990,055 $ 3.45 1,825,055 $ 3.62 1,503,683 $ 5.88
Granted 275,000 2.81 165,000 1.65 936,870 1.46
Exercised — — — — — —
Cancelled and forfeited (148,240) 5.86 — — (615,498) 6.13
Outstanding at end of year 2,116,815 3.12 1,990,055 3.45 1,825,055 3.62
Exercisable at end of year 1,661,289 3.43 1,471,779 3.81 1,064,935 4.21
Pct of Pct of Pct of
Shares Shares Shares
Shares Granted Shares Granted Shares Granted
Granted to officers 125,000 45% 155,000 94% 310,000 33%

As of August 2, 2003 the distribution of stock option exercise prices is as follows:

Options Outstanding Options Exercisable
Weighted
Weighted Average Weighted
Average Remaining Average
Exercise Number of Exercise Contractual Shares Exercise
Price Range Option Shares Price Life (Years) Exercisable Price
$1.00-$3.34 1,398,958 $1.30 8.2 1,023,955 $1.35
$4.00-$6.60 313,255 4.85 4.8 272,007 4.98
$7.00-%$7.94 240,175 7.51 11.1 212,025 7.46
$8.00—
$10.00 164,427 8.93 9.8 153,302 8.95
2,116,815 $ 3.12 1,661,289 $ 3.43

At August 2, 2003 and August 3, 2002 there were outstanding warrants of 1,065,000. Of these warrants, 1,000,000 were granted to the
Company’s shareholders as part of litigation settlement in fiscal 2002, 50,000 were granted to the former majority shareholder of Villa in
connection with the acquisition of Villa, and 15,000 were granted to consultants for services rendered.

As of August 2, 2003 the distribution of warrants is as follows:

Exercise Number of Expiration
Price Warrants Date
$ 7.94 50,000 December 2005
$ 7.69 15,000 October 2004
$ 2.00 1,000,000 March 2008
1,065,000
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An expense has been recognized for the fair value of options and warrants granted to such non-employees in the amounts of $135, $150
and $150 for fiscal years ended 2003, 2002, and 2001, respectively. An expense of $1,050 and $660 has been recognized during the
fiscal years ended 2002 and 2001, respectively, as litigation settlement cost for the fair value of warrants granted to the Company’s
shareholders as part of the litigation settlement.

10. LOSS PER SHARE

For fiscal years ended
August 2, 2003 August 3, 2002 July 28, 2001

Numerator:
Net loss $ (15,045) $ (12,012) $ (8,521)

Denominator:
Denominator for basic loss per share:
Weighted average shares outstanding 10,341,430 8,680,848 7,847,515
Effect of dilutive securities — — —

Denominator for diluted loss per share 10,341,430 8,680,848 7,847,515

Loss per basic and diluted common share $ (1.45) $ (1.38) $ (1.09)

Common shares outstanding for the years ended August 2, 2003, August 3, 2002, and July 28, 2001 were reduced by 643,533, 628,566
and 628,566 shares of treasury stock, respectively.

The computation of diluted shares outstanding does not include the effect of the assumed conversion of 2,116,815, 1,990,055, and
1,825,055 employee stock options and 1,065,000, 1,065,000 and 65,000 warrants to purchase company common stock, outstanding as
of August 2, 2003, August 3, 2002 and July 28, 2001, respectively, because the effect of their assumed conversion would be anti-dilutive.

11. INCOME TAXES

The Company’s consolidated loss before income tax benefit and minority interest for fiscal years 2003, 2002 and 2001 of $6,697,
$15,057, and $13,080, respectively, reflects a U.S. pre-tax loss of $7,498, $17,645, and $14,565, respectively, offset by foreign pre-tax
net income of $801, $2,588, and $1,485 for fiscal years 2003, 2002, and 2001, respectively.

Provision (Benefit) for income taxes consists of the following:

For fiscal years ended
August 2, 2003 August 3, 2002 July 28, 2001

Current Tax Expense:

Foreign $ 304 $ 550 $ 269
Deferred (Benefit):

Federal 6,938 (4,303) (4,325)

State and local 1,045 (259) (798)

Foreign (54) 770 (84)
Net Provision (Benefit) $ 8,233 $ (3,242) $ (4,938)
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The following is a reconciliation of the statutory Federal and effective income tax rates:

For fiscal years ended
August 2, 2003 August 3, 2002 July 28, 2001

Statutory Federal Income Tax Rate (34.0)% (34.0)% (34.0)%
State Tax (Benefit), less Federal tax effect 10.3% 4.7% (4.0)%
Foreign .3% 2.9% 1.4%
Valuation Allowance 135.5% — —
IRS Audit Adjustments — 12.7% —
Fines & Penalties 9.1% — —
Other 1.7% 1.6% (1.5)%
Effective tax rate 122.9% (21.5)% (38.1)%

Deferred income tax assets (liabilities) are comprised of the following:

August 2, 2003 August 3, 2002

Deferred income tax assets:

Federal net operating loss carryforward $ 13,163 $ 10,679
Foreign deferred tax assets 836 702
State tax credits and operating loss carryforward 2,216 2,317
Reserve for inventory obsolescence 1,164 900
Allowances and reserves not currently deductible 1,381 1,475
Amortization 153 445
Defined benefit pension 60 71

Gross deferred income tax assets 18,973 16,589

Deferred income tax liabilities:

Other (168) A7)
Gross deferred income tax liabilities (168) a7
Less: valuation allowance (10,066) —
Net deferred income tax assets $ 8,739 $ 16,572

Deferred income tax assets are recorded in the consolidated balance sheets as follows:

August 2, 2003 August 3, 2002

Deferred tax assets — current $ 2,591 $ 2,590
Deferred tax assets — non-current 6,148 13,982
$ 8,739 $ 16,572

Deferred Income Tax Asset

Deferred income tax assets and liabilities represent the effects of the differences between the income tax basis and financial reporting
basis of the assets and liabilities at the tax rates expected at the time the deferred tax liability or asset is expected to be settled or
realized.

The Company reevaluated its deferred tax assets in March and again in October 2003. Due to current results being lower than originally
anticipated, and uncertainty about near term economic conditions, management concluded it was not prudent to place reliability on the
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forecast component of the analyses as it had in the past. Based on these analyses, management concluded it was prudent to establish a
valuation allowance of $7,967 against long-term deferred tax assets created prior to fiscal 2003.

This valuation allowance was computed by considering the amount of future U.S. taxable income expected over the net operating loss
carry forward period, considering recent performance and other specific actions the Company has taken to improve profitability. The
valuation allowance recorded is the estimate of the amount of deferred tax assets that more likely than not will not be realized.

Likewise, a valuation allowance of $2,099 was also established offsetting the current year tax benefits that arose from the current year’s
operating losses. As result of these allowances recorded during fiscal 2003, the net deferred income tax asset was reduced from
$16,572 at August 3, 2002 to $8,739 at August 2, 2003, with $2,591 classified as a current asset, and the balance of $6,148 as a long-
term asset. No assurances can be given that the Company’s results of operations will generate profits in the future.

At August 2, 2003, for income tax purposes, the Company had Federal net operating loss carryforwards of approximately $38,714 , state
net operating loss carryforwards of $31,206 which will expire in 2020 through 2023.

For foreign tax purposes, the Company’s Italian subsidiary has net operating loss carryforwards of approximately $267 , which will expire
in 2004.

Refundable income taxes were $3,992 at August 3, 2002, representing refunds expected from federal and state government agencies
upon filing the applicable amended tax returns for the fiscal years 1997, 1998, 1999 and 2000, as well as tax returns for fiscal 2001. Said
refunds were collected during the first quarter of fiscal 2003.

12. COMMITMENTS AND CONTINGENCIES

a. Securities and Exchange Commission (“SEC”) Investig ation - On December 11, 2000, the Division of Enforcement of the
SEC issued the SEC Order, designating SEC officers to take testimony and requiring the production of certain documents, in
connection with matters giving rise to the need to restate the Company’s previously issued financial statements. The
Company has provided numerous documents to and continues to cooperate fully with the SEC staff.

The Company has reached an agreement in principle with the Staff of the SEC for a settlement of the SEC’s claims against
the Company that will include a penalty of up to $400 and an injunction against future violations of the antifraud, periodic
reporting, books and records and internal accounting control provisions of the federal securities law. The proposed settlement
may be subject to, among other things, any necessary future restatement of historical financial statements for the Company,
or other material adjustments. Management is not aware of any restatements or adjustments required with respect to financial
statements filed with the SEC since April 2002. In addition, the proposed settlement will require approval by the SEC and by
the appropriate US District Court. The Company can give no assurance that this proposed settlement will be approved by
either the SEC or the appropriate US District Court, or that the terms will not be changed.

Although the Company has not reached a binding agreement with the SEC on this settlement proposal, management believes
that this agreement in principle is a
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reasonable basis on which it can now estimate the financial impact of this SEC investigation. As a result, the Company
recorded a charge of $685 in the fourth quarter of fiscal 2002 related to the agreement in principle with the SEC staff, which
includes associated legal costs. If the Company is not able to reach an acceptable settlement with the SEC, the Company
may incur substantial additional penalties and fines.

b. Department of Defense (“DOD”) Investigation - On March 8, 2002, RFI, a subsidiary of the Company and part of the Power
Conversion Group segment, was served with a subpoena by the US Attorney Eastern District of New York in connection with
an investigation by the DOD. RFI supplies noise suppression filters for communications and defense applications. Since
March 2002, the DOD has been investigating certain past practices at RFI which date back more than six years and pertain to
RFI's Military Specification testing, record keeping and general operating procedures. Management retained special counsel
to represent the Company on this matter. The Company has cooperated fully with this investigation, including voluntarily
providing employees to be interviewed by the Defense Criminal Investigative Services division of the DOD.

In June 2003, the Company was advised that the US Government is willing to enter into negotiations regarding a
comprehensive settlement of this investigation. Management believes that a potential comprehensive settlement will include
the Company’s pleading guilty to certain criminal charges, and agreeing to pay certain fines and restitution to the Government
in an amount which could be material to the Company. Prior to the preliminary discussions with the US Government in June
2003, the Company had no basis to estimate the financial impact of this investigation. Based on preliminary settlement
discussions with the US Government, discussions with the Company'’s legal advisors, consideration of settlements reached by
other parties in investigations of this nature, and consideration of the Company’s capital resources, management then
developed an estimate of the low end of the potential range of the financial impact. Accordingly, during the third quarter of
fiscal 2003, the Company recorded a charge of $2,347 which represents its estimate of the low end of a range of potential
fines and legal and professional fees. The liability associated with this charge is included in Litigation settlement reserves on
the accompanying consolidated balance sheet as of August 2, 2003. In October 2003, based on discussions with the U. S.
Government, the Company was advised that the U.S. Government is currently seeking up to approximately $5 million in the
fines and restitution portion of any comprehensive settlement. The Company is continuing to negotiate with the U.S.
Government regarding a comprehensive settlement, including the amount of such fines.

The Company believes that any settlement could cause the DOD to seek to limit the ability of the Company to do business
with US Government entities. Such limitations could include seeking a “debarment” or exclusion from doing business with US
Government entities for a period of time. Because management believes that it has been responsive in addressing the
problems that affected RFI in the past, and RFI is the sole source provider of certain products, the Company is hopeful that as
a result of the potential settlement, its ability to service the governmental and defense sectors of its business will not be
interrupted.
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There can be no assurance that such a settlement will be reached and, even if reached, that the ultimate fines and outcome of
any settlement will not vary significantly from the fines and restitution included in the $2,347 charge recognized in the third
quarter of fiscal 2003. This charge recorded in the third quarter represented the Company’s original estimate of its minimum
liability. The Company has not recorded an additional charge as a result of the $5,000 requested by the US Government. In
addition, such a settlement, even on the most favorable terms, may have a material adverse impact on the Company’s
financial condition, liquidity and operations.

c. ERISA Matters - During the year ended July 28, 2001, management of the Company concluded that violations of the
Employee Retirement Income Security Act, (“ERISA”) existed relating to a defined benefit Plan for which accrual of benefits
had been frozen as of February 1, 1986. The violations related to excess concentrations of the Common Stock of the
Company in the Plan assets. In July 2001, management of the Company decided to terminate this Plan, subject to having
available funds to finance the plan in accordance with rules and regulations relating to terminating pension plans. This plan
has not been terminated yet, but the Company plans to start the process of terminating this plan in fiscal 2004.

d. Employment Matters - The Company had an employment agreement with a former Chief Executive Officer (‘CEQ”) through
July 2005. The agreement provided a minimum base salary, deferred compensation and bonuses, as defined. The Company
accrued deferred compensation at a rate of 5% of pretax income with a minimum of $100 and a maximum of $125. In the third
quarter of fiscal 2001, the employment of this former CEO was terminated. In February 2002, the Company filed a lawsuit
against this former CEO alleging fraudulent and other wrongful acts, including securities law violations, fraudulent accounting
practices, breaches of fiduciary duties, insider trading violations and corporate mismanagement. The complaint sought
damages in excess of $15 million.

This former CEO answered the Company’s complaint, and counterclaimed for damages based on the termination of his
employment by the Company.

In March of 2003, the Company and this former CEO reached a settlement of these lawsuits. Under the terms of the
settlement and mutual release, this former CEO paid the Company $400 in cash and transferred to the Company 14,967
shares of Company common stock, valued at approximately $44 as of March 7, 2003. The Company recognized the effect of
this settlement in the third quarter of Fiscal 2003, offset by associated legal cost incurred during that quarter.

The Company had an employment agreement with Mr. Samuel Park, the previous CEO, for the period May 1, 2001 to
April 30, 2004. The terms of this agreement provided a base salary, bonuses and deferred compensation. The bonus provided
by this agreement was based on a percentage of the base salary, if certain performance goals established by the board were
achieved. In addition, the employment agreement provided for certain payments in the event of death, disability or change in
the control of the Company.

On October 10, 2003, the Company announced the appointment of Walter F. Schneider as President and CEO to replace
Mr. Park, effective as of such date. As a result, the Company expects to record a charge of approximately $200 during the first
quarter of fiscal 2004 to accrue the balance remaining under Mr. Park’s employment agreement.

F-27




Table of Contents

In addition, the Company’s newly elected Board of Directors had previously reviewed the “change of control” provisions
regarding payments totaling up to approximately $1,800 under the employment agreement between the Company and
Mr. Park. As a result of this review and based upon, among other things, the advice of special counsel, the Company’s Board
of Directors determined that no obligation to pay these amounts has been triggered. Prior to his departure from the Company
on October 10, 2003, Mr. Park orally informed the Company that, after reviewing the matter with his counsel, he believes that
the obligation to pay these amounts has been triggered. On October 27, 2003, the Company received a letter from Mr. Park's
counsel demanding payment of certain sums and other consideration pursuant to the Company's employment agreement with
Mr. Park, including these change of control payments. If paid in a lump sum, these payments may have a material adverse
effect on the Company's liquidity. In the event Mr. Park seeks to assert a claim for these payments, it is not possible to predict
the outcome of any such claim.

e. Indemnification Legal Expenses — Pursuant to indemnification and undertaking agreements with certain former officers,
directors and employees, the Company has advanced legal expenses in connection with the Company’s previously reported
accounting irregularities shareholder litigation and governmental enforcement actions. During fiscal 2003, the Company spent
approximately $310 in the advancement of legal expenses pursuant to these agreements. Management is unable to estimate
at this time the amount of legal fees that the Company may have to pay in the future related to these matters. Further, there
can be no assurance that those to whom we have been advancing expenses will have the financial means to repay the
Company pursuant to undertaking agreements that they executed, if it is later determined that such individuals were not
entitled to be indemnified.

f. Lease Commitments - The Company leases facilities for its corporate offices and manufacturing operations with expiration
dates ranging from 2004 through 2008. In addition, the Company has various office equipment and auto leases accounted for
as operating leases. The future minimum annual lease commitments as of August 2, 2003 are as follows:

Fiscal Years Amount
2004 $ 959
2005 588
2006 309
2007 14
2008 3
Total $ 1,873

Rent expense for fiscal 2003, 2002, and 2001 was $1,229, $1,412, and $1,241, respectively.

g. Other Legal Matters - On October 6, 2003, Carmelo Giuseppe Ammendola, a minority shareholder of Villa, served a
summons on Villa in the Civil Court of Milan, Italy, challenging the terms of certain related party transactions between Villa
and the Company relating to intercompany pricing and a management fee. Villa is vigorously defending against this claim,
believes that there is no merit to the case, and that Villa has meritorious defenses. Although there can be no assurances,
management believes that the impact of this action will not have a material adverse effect on the financial position or results
of operations of either Villa or the Company.
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In addition, the Company is a defendant in several other legal actions arising from normal course of business in various US
and foreign jurisdictions. Management believes the Company has meritorious defenses to such actions and that the outcomes
will not be material to the Company’s consolidated financial statements

h. Class Action Litigation Settlement - A consolidated class action complaint against the Company, certain of its former
officers and certain of its former directors and its auditors was filed on February 16, 2001 in the U.S. District Court for the
Southern District of New York. The complaint alleged violations of the federal securities laws and sought to recover damages
on behalf of all purchasers of the Company’s common stock during the class period November 6, 1997 to November 6, 2000.

On July 26, 2001, the Company and certain other defendants reached an agreement in principle to settle the consolidated
class action complaint. Under the terms of the settlement, the Company provided the plaintiffs: (i) a $2,000 subordinated note
due five years from the date of issuance with interest in arrears accrued at 6% per annum; (ii) 2.5 million shares of the
Company’s Common Stock; and, (iii) 1 million warrants to purchase the Company’'s Common Stock at $2 per share. The
warrants are callable by the Company at $0.25 per share if the Company stock trades at a price in excess of $4 per share for
10 days or more. This settlement was approved by the U.S. District Court for the Southern District of New York on January 29,
2002. 1t will be necessary for the Company to register the common stock underlying these warrants before the Company can
allow for the exercise of these warrants.

Management of the Company believed the terms of the agreement in principle provided a reasonable basis to estimate the
value of the Company’s portion of the settlement as of July 2001, and, accordingly, recorded a charge of $9,759 in fiscal 2001.
This amount was calculated using a discount factor of 12% to present value the subordinated note, the per share price of
$1.50 that was the closing price of the Company’s stock in the over the counter market on July 28, 2001, and an option pricing
model to value the warrants. Also included in the charge were legal and other specialized fees incurred through July 2001 of
$3,572 and an accrual for legal and related fees incurred in fiscal 2002 of $821.

When the Court approved the class action settlement on January 29, 2002, and opportunities for appeal expired on March 21,
2002, all uncertainty regarding the final value of the securities issued by the Company in the settlement had been eliminated.
Therefore, in the third quarter of fiscal 2002, the Company recognized an additional charge related to the increase in the value
of securities issued. This additional charge was approximately $7,050.

13. FACILITIES REORGANIZATION COSTS

In the fourth quarter of fiscal 2001, the Company recorded a facilities reorganization charge of $770 in conjunction with the announced
closure of the Power Conversion Group’s Deer Park, New York facility, and the consolidation of product lines into the Company’s other
U.S. operations. In addition, the Company recorded a reorganization charge of $52 in conjunction with the lease termination of a surplus
facility in Illinois, which was vacated during the fourth quarter of fiscal 2001.

An additional $77 of costs related to the Deer Park closedown were incurred during 2002 and charged to expense in that year.
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During the fourth quarter of fiscal 2002, the Company announced the closure of the Power Conversion Group’s Hicksville, New York
facility, planned to occur during fiscal 2003. As a result of the decision to close this facility and combine operations at its Valhalla, New
York facility, the Company accrued for various facilities reorganization costs, including severance and outplacement expenses covering
68 individuals.

The following table summarizes the charges related to facilities reorganization:

August 2, 2003 August 3, 2002 July 28, 2001

Accrued for future periods:

Expected employee termination costs — $ 446 $ 10
Write-down of fixed assets — — 349
Non cancelable lease obligations — 769 313
Impairment of goodwill — — 150
subtotal — 1,215 822
Current period expenses:
Actual employee termination costs $ 279 77 —
Write-down of fixed assets 141 — —
Construction and related costs 368 — —
Total facilities reorganization costs $ 788 $ 1,292 $ 822

The following table summarizes the related liabilities which are included in accrued expenses on the accompanying balance sheet:

August 2, 2003 August 3, 2002 July 28, 2001

Liability at beginning of period $ 1,215 $ 271 —
Accruals of reorganization costs — 1,215 $ 822
Payments of reorganization costs (774) (271) (551)
Liability at end of period $ 441 $ 1,215 $ 271

The Company expects that the costs accrued as of August 2, 2003 of approximately $441 will be paid out in fiscal 2004.
14. RELATED PARTIES

During fiscal 2002, Plus Ultra Incorporated was paid a total of $319 in fees and expenses for organizational development and strategic
planning consulting services. The work was primarily performed by Edward Ferris, the President of Plus Ultra and Damien Park. Mr. Park
is the son of Samuel E. Park, who was the Company’s Chief Executive Officer until October 10, 2003. In July 2002, Mr. Ferris accepted a
full-time position with the Company as Senior Vice President, Corporate Organizational Development.

While Damien Park was associated with Plus Ultra, he received $97 out of the total fees paid to Plus Ultra. Damien Park, as President of
the Hibernian Consulting Group, continued to act in a consulting capacity to the Company in the area of business planning at the rate of
$17 per month until January 31, 2003. For the period from July 2002 to January 31, 2003 the Company paid Hibernian Consulting a total
of $130 for Damien Park’s consulting services. In February 2003, Damien Park accepted a full-time position with the Company reporting
to Edward Ferris with responsibility for Corporate Planning, with an annual base salary of $125.
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On September 30, 2003 Damien Park’s employment relationship with the Company was terminated and he has no continuing consulting
relationship with the Company.

The Company incurred $15, $279 and $102 of fees and expenses with Battalia Winston International, Inc. during fiscal years 2003, 2002
and 2001, respectively, in connection with executive recruiting services. The Chief Executive of Battalia Winston, and one of its owners,
is Dale Winston, the wife of Roger Winston, the former Chairman of the Board of Directors.

The Company incurred $34, $23, and $14 of accounting fees with Michael Adest & Company, PC during fiscal years 2003, 2002 and
2001, respectively, for tax compliance services. David Michael, one of our former directors, had an ownership interest in this accounting
practice.
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15. SUPPLEMENTAL QUARTERLY FINANCIAL INFORMATION (UNAUD ITED)

YEAR ENDED August 2, 2003:

QUARTER
First Second Third Fourth ()
Net sales $ 25,733 $26,135 $ 23,039 $ 23,712
Gross margin $ 5,216 $ 5548 $ 5,128 $ 5,231
Net loss $ (606) $(6,255) $  (3,926) $ (4,258)
Basic and diluted loss per share $ (0.06) $ (0.60) $ (0.38) $ (0.41)
YEAR ENDED August 3, 2002:
QUARTER
First Second Third Fourth
Net sales $ 19,644 $24564 $ 27,012 $ 27,564
Gross margin $ 3,632 $ 6,233 $ 6,177 $ 3,094
Net loss $ (1,535)% (171)$ (5,152) % (5,154)
Basic and diluted loss per share $ (0.20) $ (0.02) $ (0.66) $ (0.50)

(1) Net Loss for the fourth quarter of fiscal 2003, reflects the establishment of an additional allowance against deferred tax assets of $3,239. In addition
the gross margin for the fourth quarter of fiscal 2003 reflects a change in the Company’s estimate for obsolete inventory, resulting in an additional
provision of $517 charged to costs of sales
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DEL GLOBAL TECHNOLOGIES CORP. AND SUBSIDIARIES

Schedule Il Valuation and Qualifying Accounts
(Dollars in Thousands)

Balance at Charged to

Beginning of Costs and Balance at
Year Ended August 2, 2003 Year Expense Deductions End of Year
Allowance for doubtful accounts $ 1,127 $ 407 302 1,232
Allowance for obsolete and excess inventory $ 3,430 $ 1,742 1,325 3,847
Year Ended August 3, 2002
Allowance for doubtful accounts $ 607 $ 653 133 1,127
Allowance for obsolete and excess inventory $ 5,198 $ 552 2,320 3,430
Year Ended July 28, 2001
Allowance for doubtful accounts $ 604 $ 257 254 607
Allowance for obsolete and excess inventory $ 6,421 $ 890 2,113 5,198
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Exhibit 10.2¢
Amendment No. 1

Amendment No. 1 dated as of October 003Zthis “Amendment”) to the letter agreement dadetober 28, 2002 between Walter F.
Schneider (“Schneider”) and Del Global Technologiesp. (the “Company”), a copy of which is attacliedeto as Exhibit A (the
“Agreement”).

WHEREAS, Schneider and the Company haseigusly entered into the Agreement;
WHEREAS, as of October 10, 2003, the Canyphas appointed Schneider as its President aiedl Executive Officer; and

WHEREAS, the Company and Schneider haterchined that it is in their best interests to adthe Agreement as hereinafter set fi
and the Company has duly approved this Amendmehgathorized its execution and delivery;

NOW, THEREFORE, the parties hereto agree liais:
1. All capitalized terms used herein, saletherwise defined herein, shall have the mearghgn to them in the Agreement.

2. The Company and Schneider hereby aclaugg and agree that the appointment of SchneglBresident and Chief Executive
Officer of the Company shall not be deemed a sualistachange in Schneidertuties, functions, responsibilities or authosifier purposes ¢
paragraph 8 of the Agreement.

3. This Amendment shall be deemed to bendract made under the laws of the State of Nevk éad for all purposes shall be
governed by and construed in accordance with the & such State applicable to contracts to be raadeperformed entirely within such
State.

4. This Amendment may be executed in amylver of counterparts and each of such counterghatfor all purposes be deemed to be
an original, and all such counterparts shall togetonstitute one and the same instrument.

5. Except as expressly amended herebyAdheement shall remain in full force and effect.
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IN WITNESS WHEREOF, this Amendment is execudsdf the date first set forth above.

/sl Walter F. Schneide

Walter F. Schneide

DEL GLOBAL TECHNOLOGIES CORF

By: /sl Suzanne M. Hopgo

Name: Suzanne M. Hopgo
Title: Chairmar
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Exhibit 10.29
WAIVER AND THIRD AMENDMENT

WAIVER AND THIRD AMENDMENT, dated as of October 30, 2003 (this “Amendment”th®Loan and Security Agreement,
dated as of June 10, 2002 (as amended before tiadeleof, the “Loan Agreement”), among Del Globethnologies Corp. (“Del Global”),
Bertan High Voltage Corp., RFI Corporation and Bidical Imaging Corp. (collectively with Del Glohahe “Borrowers”) and
Transamerica Business Capital Corporation (the teet). Capitalized terms used herein and not otlendefined herein shall have the
meanings ascribed to such terms in the Loan Agraeme

WITNESSETH:

WHEREAS , the Borrowers and the Lender are parties to tienlAgreement, under which the Lender has agreethi®, and has
made, Loans and other extensions of credit andnacamations to the Borrowers on the terms and sttetbe conditions set forth therein;
and

WHEREAS , the Borrowers have requested that the Lendeeagral the Lender has agreed, (i) to waive an Esebefault which
has occurred and is continuing and (ii) to amemthoeprovisions of the Loan Agreement, each upentérms and subject to the conditions
set forth herein.

NOW, THEREFORE, the Borrowers and the Lender agree as follows:

SECTION 1. Waiver. Effective as of the date hereof, the Lender hewehiyes compliance with Section 8.5 of the Loan Agnent
solely to the extent of the Borrowers’ failure tntply with the covenant contained therein for theiqed ended August 2, 2003.

SECTION 2. Amendments to the Loan Agreement Effective as of the date hereof, the Loan Agregrnieamended as follows:
(a) Sections 8.1, 8.2 and 8.4 areratad and restated as follows:

“SECTION 8.1. Adjusted Earnings. The Agtpd Earnings for any period set forth below shallbe less than the amount set forth
below opposite such period:

Minimum Adjusted
Period Earnings

November 3, 2002 through November 3, 2 $4,500,00!




Minimum Adjusted

Period Earnings
February 2, 2003 through February 2, 2 4,500,001
May 2, 2003 through May 4, 2004 and each periodaf
consecutive fiscal quarters therea 6,000,001

SECTION 8.2. Adjusted U.S. Earnings. Ruausted U.S. Earnings for any period set forttoleshall not be less than the amount set
forth below opposite such period:

Minimum Adjusted

Period U.S. Earnings
November 3, 2002 through November 3, 2 $2,775,00
February 2, 2003 through February 2, 2 2,775,00i
May 2, 2003 through May 4, 20( 3,500,001
Each period of four consecutive fiscal quartersahter 4,000,001

SECTION 8.4. Fixed Charge Coverage Ratie Fixed Charge Coverage Ratio for any periodas#t below shall not be less than the
ratio set forth below opposite such period:

Minimum Fixed Charge

Period Coverage Ratio
August 4, 2002 through August 3, 2C 2.00:1.0
November 3, 2002 through November 3, 2 1.75:1.01
February 2, 2003 through February 2, 2 1.75:1.01
Each period of four consecutive fiscal quartersahter 2.00:1.0¢.

(b) Section 8.5 is amended by raptat$24,000,000” with “$11,500,000".

SECTION 3. Conditions of EffectivenessThis Amendment shall become effective when, angt alen, the Lender shall have
received (a) counterparts of this Amendment, dubcated by the Borrowers, (b) payment of the castbexpenses (including, without

limitation, reasonable attorneys’ fees) incurredhmsy Lender in connection with this Amendment azjdag amendment fee in the amount of
$25,000.
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SECTION 4. Representations and Warranties of the Bwowers. Each Borrower represents and warrants as follows:

(a) Such Borrower is a corporatiatycdrganized, validly existing and in good stargdimder the laws of the State of New York or
Delaware, as the case may be, and is qualified foudiness under the laws of such other jurisdistia which its failure to so qualify could
have a Material Adverse Effect.

(b) The execution, delivery and pearfance by such Borrower of this Amendment (i)wvaitein such Borrower’s corporate powers,
have been duly authorized by all necessary corpaetion and do not contravene (A) such Borrow@oserning Documents, (B) any
Requirement of Law or (C) any Material Contract &iijdwill not result in or require the creation imnposition of any Lien upon or with
respect to any property now owned or hereafteriegd|lpy such Borrower.

(c) No authorization, approval onextaction by, and no notice to or filing with, aBgvernmental Authority or other Person is
required for the due execution, delivery and penfmmce by such Borrower of this Amendment.

(d) This Amendment and the Loan Agnent as amended hereby constitute the legal, aaticoinding obligations of such Borrov
enforceable against such Borrower in accordande théir respective terms except as enforceabilay tve limited by (i) bankruptcy,
insolvency or similar laws affecting creditors’hiig generally and (ii) general principles of equity

(e) Except as specified in Scheduldr) to the Loan Agreement or as otherwise diadicthrough Del Global's filings with the
Securities and Exchange Commission, there is ndipgror, to the best of such Borrower’s knowledfieradue inquiry, threatened litigation,
contested claim, investigation, arbitration or gowveental proceeding by or against such Borroweorgediny court, Governmental Authority
or arbitrator which individually or in the aggregatould reasonably be expected to have a Matedaésse Effect or which purports to affect
the legality, validity or enforceability of this Aemdment or the Loan Agreement as amended hereby.

(f) Except as specified in Sectioneteof, no Default has occurred and is continuing.

SECTION 5. Reference to and Effect on the Loan Agement.

(a) On and after the date hereafheaference in the Loan Agreement to “this Agreetyi¢hereunder,” “hereof,” “herein” and
words of like import, and each reference in theepttoan Documents to the Loan Agreement shall naganbe a reference to the Loan
Agreement as amended hereby.

(b) Except as specifically waivedaonended above, (i) the Loan Agreement and eaehr httan Document shall remain in full foi
and effect and are hereby ratified and confirmeedsh of the parties hereto and (ii) the Lendell sisdbe deemed to
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have waived any rights or remedies it may have utideLoan Agreement, any other Loan Document pfiegible law.

(c) The execution, delivery and efifeeness of this Amendment shall not, except asessly provided herein, operate as a waivi
or an amendment to any right, power or remedy ®fLi#tnder under any of the Loan Documents, or cionsta waiver of or an amendment to
any provision of any of the Loan Documents.

SECTION 6. Costs and Expensed.he Borrowers agree to pay, on demand, all reasemait-of-pocket costs and expenses incurred
by the Lender in connection with the preparati@ygatiation and execution of this Amendment (inahgdiwithout limitation, the reasonable
fees and expenses of counsel to the Lender).

SECTION 7. Counterparts; Telecopied SignaturesThis Amendment may be executed in counterpartdbgriie parties hereto in
separate counterparts, each of which when so ee@eund delivered shall be an original, but all bfck shall together constitute one and the
same instrument. This Amendment may be executedielntered by telecopier or other facsimile trarssion with the same force and effect
as if the same were a fully executed and delivereginal manual counterpart.

SECTION 8. GOVERNING LAW. THE VALIDITY, INTERPRETATION AND ENFORCEMENT OF THb AMENDMENT AND
ANY DISPUTE ARISING OUT OF OR IN CONNECTION WITH Ti5 AMENDMENT, WHETHER SOUNDING IN CONTRACT,
TORT, EQUITY OR OTHERWISE, SHALL BE GOVERNED BY THENTERNAL LAWS (AS OPPOSED TO THE CONFLICTS OF
LAW PROVISIONS) AND DECISIONS OF THE STATE OF ILLIQIS.

-




IN WITNESS WHEREOF , the parties hereto have caused this Amendmedre txecuted by their respective officers theredoty
authorized, as of the date first above written.

DEL GLOBAL TECHNOLOGIES CORF

By: /s/ Thomas V. Gilbo

Thomas V. Gilboy
Chief Financial Officel

BERTAN HIGH VOLTAGE CORP

By:  /s/ Thomas V. Gilbo

Thomas V. Gilboy
Chief Financial Officel

RFI CORPORATION

By:  /s/ Thomas V. Gilbo

Thomas V. Gilboy
Chief Financial Officel

DEL MEDICAL IMAGING CORP.

By: /s/ Thomas V. Gilbo

Thomas V. Gilboy
Chief Financial Officel

TRANSAMERICA BUSINESS CAPITAL
CORPORATION

By: /s/ Michael S. Burn

Michael S. Burn:
Senior Vice Presidel
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EXHIBIT 23.1
INDEPENDENT AUDITORS’ CONSENT

We consent to the incorporation by reference iniRegjion Statements No. 333-38024, No. 333-69Rz3,033-09133, No. 033-65439,
No. 03378910, No. 033-52088, and No. 033-19772 of Deba@ld echnologies Corp. each on Form S-8 and infRegion Statement

No. 33:-38042 of Del Global Technologies Corp. on Form &-8ur report dated November 3, 2003, which reprpresses an unqualified
opinion and includes an explanatory paragraphingiab the Company’s change in method of accourfingoodwill and other intangible
assets to conform to Statement of Financial AcdagrStandards No. 142, appearing in this AnnualdRepn Form 10-K of Del Global
Technologies Corp. for the fiscal year ended Aug@u&003.

/s/ DELOITTE & TOUCHE LLP

New York, New York
November 3, 200



Exhibit 31.1

CERTIFICATIONS

I, Walter F. Schneider, certify that:

1. | have reviewed this Annual Report on Forn-K of Del Global Technologies Corg

2. Based on my knowledge, this report does not comrtay untrue statement of a material fact or dmgtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the
period covered by this repo

3.  Based on my knowledge, the financial statememd,other financial information included in thipoet, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(@)

(b)

(©

Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa

Evaluated the effectiveness of the registrarissldsure controls and procedures and presenttisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

Disclosed in this report any change in the regpgts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal cordx@r financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpanhcial information; an

Any fraud, whether or not material, that involveanagement or other employees who have a signifioée in the registrant’s
internal control over financial reportin

Date: November 3, 20! /sl Walter F. Schneide

Walter F. Schneide

Chief Executive Office
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Exhibit 31.2

CERTIFICATIONS

I, Thomas V. Gilboy, certify that:

1. | have reviewed this Annual Report on Forn-K of Del Global Technologies Corg

2. Based on my knowledge, this report does not comrtay untrue statement of a material fact or dmgtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the
period covered by this repo

3.  Based on my knowledge, the financial statememd,other financial information included in thipoet, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) aak responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(@)

(b)

(©

Designed such disclosure controls and procedaresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa

Evaluated the effectiveness of the registrarissldsure controls and procedures and presenttisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

Disclosed in this report any change in the regpgts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal cordx@r financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpanhcial information; an

Any fraud, whether or not material, that involveanagement or other employees who have a signifioée in the registrant’s
internal control over financial reportin

Date: November 3, 201 /s/ Thomas V. Gilboy

Thomas V. Gilboy
Chief Financial Officel
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Exhibit 32.1

Certification of Chief Executive Officef

Pursuant to 18 U.S.C. Section 1350, as createdbtjdd 906 of the Sarbanes-Oxley Act of 2002, tiliing certification is being made to
accompany the Registrant’s Annual Report on ForrK I0r the fiscal year ended August 2, 2003:

In connection with the Annual Report of Del GlobBachnologies Corp. (the “Company”) on Form 10- Ktfwe fiscal year ended August 2,
2003 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), |, WaRkeiSchneider, Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. §Q,3adopted pursuant to Section 906 of the Sarb@nksy Act of 2002 that to my
knowledge:

(1) The Report fully complies with the requirement$ection 13(a) or Section 15(d), as applicableéhefSecurities Exchange Act of
1934, as amended; a

(2) The information contained in the Report fairlggents, in all material respects, the financiab@mn and results of operations of
the Company

/s/ Walter F. Schneidt

Name: Walter F. Schneid
Chief Executive Office
Date: November 3, 20C

(1) A signed original of this written statement regdiby Section 906 has been provided to Del Gldkahnologies Corp and will be
retained by Del Global Technologies Corp. and &had to the Securities and Exchange Commissias etaff upon reques

The foregoing certification is being furnish&olely pursuant to 18 U.S.C. Section 1350 ambideing filed as part of the Report
or as a separate disclosure docum
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Exhibit 32.2

Certification of Chief Financial Officer®

Pursuant to 18 U.S.C. Section 1350, as createdbtjdd 906 of the Sarbanes-Oxley Act of 2002, tiliing certification is being made to
accompany the Registrant’s Annual Report on ForrK I0r the fiscal year ended August 2, 2003:

In connection with the Annual Report of Del GlobBachnologies Corp. (the “Company”) on Form 10- Ktfwe fiscal year ended August 2,
2003 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), I, Thorkla&ilboy, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. § 13®l@pted pursuant to Section 906 of the Sarb@ngsy Act of 2002 that to my knowledc

(1) The Report fully complies with the requirement$ection 13(a) or Section 15(d), as applicableéhefSecurities Exchange Act of
1934, as amended; a

(2) The information contained in the Report fairlegents, in all material respects, the financiab@tn and results of operations of
the Company

/sl Thomas V. Gilbo

Name: Thomas V. Gilbo
Chief Financial Officel
Date: November 3, 20C

(1) A signed original of this written statement regdiby Section 906 has been provided to Del Gl®kahnologies Corp and will be
retained by Del Global Technologies Corp. and &had to the Securities and Exchange Commissias etaff upon reques

The foregoing certification is being furnisheolely pursuant to 18 U.S.C. Section 1350 ambideing filed as part of the Report
or as a separate disclosure docum
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